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Collectwlsm on the
-American Scene

By JOHN W. BRICKER*
. Former Governor of Ohio

Governor Bricker Scores the Collectivist ‘Trend,. Which Is Being: Fur-
thered by “The Professional . Intellectuals.”
“Word - Twisters” With Thinkers. Like Jefferson and- Franklin;, Who |~
Were Community- Workers, and-With Their “Eartbmess" ‘Made Up for-
a:Lack: of Sparkle: and - Volume: of -Words. -
Power: of the Government Machine,
Label, ; Actually; Constitutes. the . Historic -Infringement: on- Liberalisr::
- He Warm Against “Stern- Equahty in- Amenca as’ Leadmg to “Mere
7. Inertia, Torpor and.Death.” - " . .

i E We are a forward: lookmg nanon, and great benefxts have come
“"“'te~our-land -and- to-the world from this fact. -0

T R'e. main~

He_ Contrasts - Present’

- States That ‘Increasing- the-
Although Done Under- the Liberal

York, Vlce-PresmIents

spring ‘of our .
greatness ' has”

mﬂness, and

< our ability to

"jdeals in a

‘are

think and act

‘boldly and

well  for: the
future and to
execute our,
ideas- and our_ .

manner which

“is the marvel ‘.
. of the.world.

‘But there
sigas:
throughout '
our ' land that
we . are now
being urged to
think differently -about ourselves
and our’ destiny. =~ Sometimes " it
seems ' as though we- are in the

" John W, Bricker

" hands of the ‘professional -intel-

lectuals. By the professional intel-
lectuals I mean the able men, and

#An - address - made . - by Mr
Bricker before . The ' Economic
Club of ‘New York, Nov. 29. 1945.

f Continued on page 2771
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(Full Produchon Means |
~Fall Employment—l’lus

| Kobbé, Gearhart & Co.

S ne ‘B IRA MOSHER* i "
Presndent, Natmnal Association of - Manut‘acturers

Asserhng That Only a Free and lncreasmg Flow of Capital lnto En‘er- '
| prise  Is ‘the Panacea for Full Employment and: l’rospenty,
Lays Down as Essentials for Increased lnveslment

Mr. Mosner

(1).a Tax System Which Makes Accumulation of
Savings ‘Possible;  (2) a2 Tax Policy Which Wil
Not ‘Take ‘so' Much' From Gross Income as to Pre- -

.vent ‘Adequate Return to Investors.” ‘Sees' Need of

Eliminating' Such Special Privilegesas: Tariffs and
Preferences Given to Labor, and Calls for Restora-
tion of a Sound Money and Credit System. . Ap-
proves President Truman’s Labor Recommendations " .
and Urges That Business Men Be Better and Bigger
and Make Their Obgechves ananly in the Publxc s
Behalf.

One year ago I resxgned from my prmcxpal'
busmess connection to accept the presidency of'
NAM. -Ithought I was retiring toa less active life,
but I learned differently:mighty fast..I ‘know now -
that - being your presxdent is more strenuous in
many . ways. than ‘running a business. On the

*Address by Mr. Mosher before the Golden. Anniversary Congress of American
Industry of ‘the National Association: ef Manufacturers, New. York City, Dec, 5, 1945.

(Continued on page 2785)
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. i ports,-~also " a
it list” of “those

ho “attended
h'e  confer-
nce;, will be
found in this
issue, starting
‘on_page’ 2721, -
, Chaxrmen‘

-the ‘Re-.
gional Groups_
taking office
at. the annual -
meetmg are:: .

California
Group Don-"
ald Royce,
Blyth- & Co,, -
Los" Angeles. A
" Canadian Charles ‘S.” Garland
Group. H."N. Bawden The ‘Do~
minion Securities Corp ‘Ltd.,. To~
'ronto

“Central Sfates Group Carl :J.
Easterberg, Riter & Co., Chicago.
;. Eastern » Pennsylvania Group:
Sydney P. Clark, E. W. Clark &
Co., Philadelphia.

Mu:hlgan Group: Fred A Barg-
mann, : Braun, Bosworth & Co.,
Detroit.

Minnesota . Group:  G.  James
Caldwell, : Caldwell- Philllps &
Co., St. Paul.

Regular Featul_'es Index on 2792

Bond Brokerage

Service

for Banks, Brokers
. and Dealers

HARDY & Co.

Members New York Stock Exchange
‘Members New York Curb Ezchange

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

: lnveslment Bankers Association of Amenca %
~ Holds 34th Annual Meeting in Clucago

Charles S Garland Is Elected President at First Formal Convention Since War

The 34th Annual Meetmg ‘of the Investment Bankers Association * ‘was held in |
Chlcago at the Edgewater  Beach ‘Hotel from Nov. 25 to Nov. 28.
“Officers:inducted at the meeting were: Charles S. Garland, Alex. Brown & Sons, i
Baltxmore President; ‘who -succeeded : 'John - C: Folger, Folger Nolan & Co.,"Washington, ;
-D: C.; ‘Hazen'S. Arnold ‘Braun, Bosworth & Co., Toledo; Julien: H. Collins; Jalien:Col- |
lins & Co; Chlcago ‘Hal H. Dewar, Dewar R obertson & Pancoast; San Antomo, Edward |-
Hopkmson -Jr.;Drexel & Co ‘Phlladelphla and Lee M. lebert Blyth & Co Inc New-

«~ - Amongthe principal speakers were - John W Snyder, Dlrector of Reconversmn,'
and the Hon: Leverett Saltonstall, U. S. Senator from-Massachusetts:

= Full <texts of the formal’ ?ggresses made at'the meeting and of most of the Com-:
¥ m ee’.ye~

-} Mississippi Valley Group: Gar-
f eld J. Taussxg, Taussig, Day &
Co., St. Louis. -~ »

i New ‘England -Group: Albert T.
Armitage; - Coffin'. & Burr, Inc,
Boston. -

: New York Group: John C. Max-
well Tucker,, Anthony & Co.

Northem Ohio" Group: Emlle J.
Legros,

. Onhlo~ Valley Group Ewmg T.

Boles, The. Ohio Company, Co-- ]
-{lumbus.” i

: Pacific’ Noxthwest Group ‘Le="
land F. Rice,  Paine-Rice
Spokane ;

‘Rocky: Mountam Group: Paul E.
Youmans, Sullivan & Co.

Southeastern Group: Richard P.

Dunn, Auchincloss, Parker & Red-

path, Washington, D

;L :
Southern Group: Albert S. Hill,

i e bt by e

“First . 'Cleveland ."Corp:, !
: Cleveland Ohio.

9
»
i
t
H
i

Co, :

Nashville . Securities - Co., Nash-fi,

ville.

“'Southwestern Group ‘Harold C.:

Evans, Commerce Trust Co.; Kan-f ‘

sas City.

. Texas Group: W. E, Knicker-: ‘

(Continued on page 2783)
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\ Bnght Prospecis for
i ks Utllltv Investments

By HAROLD H. YOUNG* . .

Mr. Young, After Callmg Attention to the Record of Public Utilities Investments,
Points Out That Because of the Almost Entire Absence of Reconversion Expense,
Expanding Domestic Use of Electricity and Gas and the Relief From Excess Profits
Taxes, the Immedlate Future Outlook for Utility Securities Is Promising. . Sees Op-
portumtles in Shares of Operating Compames, Formerly. Held by Holding Corpora-
tions, Which Are Now Being Placed on the Market and Contends That Shares of Some
|Holding Concerns Offer Speculative Possibilities as a Call on Their Underlying Com-
pany Shares in a Break-Up Distribution.  Holds Trust Funds and Instltutlonal Invest-
ors Would Do Well to Place More Funds in Utilities.'

Among the various types .of
businesses ‘competing for the in-
Port(olno Management e
In a Changing World

vestor’s funds, the public utility,
By RAGNAR D. NAESS.

companies have estabhshed an

enviable . rec-
lnvestment Counsellor Sets Forth Scientific Principles for the Conserva-
tion of Capital and Income. Urges Maintenance of a Balanced Port

Thursday,: December. "6, 1945

Trading Markets in:
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Loft Candy :
South Shore 0il
.40 Haile'Mines
Central States Elec., Com.
: Pressurelube
~Greater N. Y. Industries -

ord. Thete -
are very .few -
fields in which
there has been ;

the ' year - in
and :year-out

‘Mitchell & Company
emg st s e

WOrth 2-4230
Bell Teletype N.Y. 1-1227

Buy

growth “which-
the utility
companies
have shown.
The use of
electricity has
shown: im-
pressive gains
in’ the .indus-
trial, commer- *
cial .and do-
mestic | fields.
The amountof -
electricity

folio Over the Long-Term to Give Flexibility, to Meet Changing Condi-

tions and to- Provide Insurance Against -Emergencies.

Recommends

Moderate- Diversification ‘Among’ 20-30 Different ‘Equity Securities, In-
cludmg Young Growth Companies as Well as “Blue Chips.” He Prophe-
sies ‘Continuation of the Present  Fundamental Upward Price Trend.
Lists a Suggested Portfolio, Composed 509 of Common Stocks,: 25%
of Government Bonds, 109 of “Relatively: Stable” Prefeired Stocks,
and 159, of Preferreds “With Some Price Risk.” :

The management of portfolios depends. upon requlrements and

circumstances of : individuals. and upon the  particular ' approach.or
" | methods used ;

by the invest-

I believe are-basic in accomphsh-

.. Textron ‘Warrants

Edward A. Purcell & Co.

7 Members New York Curb Exchange

65 Broadway. WHitehall 4-8120
Bell System Teletype NY. 1-1919°

Central States Elec (Va.)

Common Stock '

Members New York Stack Exchange '}

generated " in Harold H. Young

VICTORY
this country in 1944" was. more

AR than five times that generated in
i R T 111920 ‘and ‘more than eleven times

L i Ty the output in -1914. * As _ the use
-Vanderhoef & Robinson -
¢ Members' New York Curb Exchange
:31 Nassau Street, New York 5 .
Telephone COrtlandt 7-4070
Bell System Teletype NY 1-1548

ing these obhjectives., Secondly, I
‘would like: to suggest certain gen-
eral-applications of: these princi-
ples, and finally: I will apply these
principles  to - today’s ° situation.
Pexhaps much:of what I ‘will.say
is‘well known and obvious, Some-

mes ‘it is. worthwhile neverthe-
less-to. put on paper the thoughts
' | and“ideas that. investment; mana-
| gers ‘have to struggle: with'every

ment mana-
ger, There:
are many
ways ~of ac-
complishing a
desired " ob -’
jective -in this
as _in ‘almost
every other. |
field: of "~ en- -
deavor.:

» TyborrS_tores :
Fred F. French Investing

: - Common & Preferred
i *An address by Mr, Young be— A
fore the Rocky Mountain Group
of the Investment Bankers Asso-
ciation, Denver, Colo. Dec. 4,
1945, Mr. Young is Public Utilities
Analvst with Eastman, Dlllon &

Frank C.Masterson & Co.
‘Members New:York Curb Exchange’ :
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i (Continued on page 2768)

Delaware

Power & nghf

Common

Bought—Sold—szted

Members
New York Stock Exchange
New York Curb Exchange

120 BROADWAY, NEW YORK
Tel. REctor 2-7815

 McDONNELL & (Co.

Boston & Maire R.R.

Stamped Preferreds

~ Kaiser - Frazer
Missouri State Life Insurance
New England Public Service

Preferreds

United Artists Theaters
,%reenem;aeompcm\‘

Members N. Y. Security Dealers Assn,

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

Curb and Unlisted

Securities

MICHAEL HEANEY, Mgr.
WALTER KANE, Asst, Mgr,

Members New York Curb Exchange
* 'Chicago Stock Exchange
.39 Broadway New York 6
| Dighy 4-3122 Teletype NY 1-1610

| This article

-| deals with the

subject of,
portfolio
management
from my own: |
point of view
as ‘an’ invest-
ment counsel-
lor:: It deals with the problem of
meeting the:requirements of' the
average~individual who does. not

Ragna‘lr. D. Naes$

want to speculate or tradebut

who is interested, over a period of
years, in maintaining‘ principal;in
receiving a reasonable return on
his" capital, and, as oppertunities
may  arise, ‘in increasing, his
capital.

I would like to discuss certain

fundamental principles first »\thch

We Maintain Active Markets in U. S. FUNDS for,

BULOLO GOLD DREDGING
; KERR ADDISON MINES
STEEP ROCK IRON MINES

NORANDA MINES

Canadian Securmes Dep’t.

GoopBODY & Co.

Members N, Y. Stock Exchange ‘and. Other Principal Exchanges

115 BROADWAY
Telephone BArclay 7-0100

NEW YORK 6, N.'Y. ~
. Teletype NY 1-672

| Fu

‘proach.is essential for. success.
‘engineeéring :it is:possible to" de- |

| vites

"day: of/ their business: life. even if
they appear 1o be 0bv10us ¢

amental Prlncxples .of Port-
' folio Management ' v
he ‘most fundamental principle
‘that "of ; recognizmg and meas-
uring *the ‘element; of  risk, : In-
vestment management is  not an
exact’ sc1ence, yet ‘a- scientific ap~

termine: and :to. plan -beforehand

the designing and.construction of ||

abridge to be used: for -certain
specific . purposes.. A margin of
safety can: be  allowed' for: that
eliminates 'the risk -of failure to
meet the specified 'requirements.
Portfolio | management  ‘demands
the ' same aproach even though
the possibilities of . error —are
greater and therefore the risks of

 failure: to accomplish ‘a certain

purpose .are higher,

« This approach’ does not 1mply
that ~a’ timid  investment  policy
should be:followed.  On the con-
trary, to fulfill: the responsibility
to'owners of funds it is'necessary
to " follow an: aggressive policy
when justified, and a protective
policy when needed. - An invest-
ment policy that is too timid in-
stagnation” ‘and. = atrophy
which over a period of time may
bring poor results-in®a rapidly
changmg world. A policy which
is  too " aggressive invites taking

. (Continued .on page 2739)
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A Gold Coin Standard for U. s

By WALTER E. SPAHR
.+ Professor of Economics, New York University o
Secretary, Economists’ National Committee on Monetary Pollcy
Dr.: Spahr Points Qut as Two Bad Features of the Engle Bill to Resume
. Coinage of :Gold as . (1)"It Would Not Provide a Gold-Coin. Standard,
* but ‘Would 'Initead : Subject People to . the Uncertainties. of Repeated
*Changes ‘in the Monetary Unit; and (2)"It Would Restore Bimetallism
< With-All Its Ewls. Holds Administration’s Monetary. Policy. to Divorce
Nation Froma~ Genuine - Gold “Standard 'Permits ‘ Other- Countries 'ip
' Obtain' Our. Gold ‘While Making It Criminal for Our Own'Citizens' to-
" Hold It. - Decries “Scarcity of Gold” Argument as a Reason-for Hold-
" ing'to a Paper Standard and Contends That- Under Present Monetary
- ‘System: There Is No-Check by People on' the Pubhc Purse or-on Bad
Banlung Practices.’ :
} 'On Nov. 13, Representative Clalr Engle (D Cahf) 1ntroduced
a bill, H. R. 4669 and on Nov. 14,-Senator Barkley . (D. -Ky.), on
*behalf ‘of
Senators:
Murray ‘of’
Montana .and
Taylor of
“Idaho, -intro- -
duced a com-
wanion bill,. S.
1596, both in-
_terpreted in
, the press as
providing for
‘the return. of
.the United
States toa
gold-coin
standard.
i~+The press
~apparently
was misled as
‘10" the nature.
of these bills
“because of a misleading release
jssued on Nov. 13 by a Subcom-
‘mittee ‘on Mining and Minerals
Industry, Senate Special Commit-
‘Zee on Small Business.: It read:

for the following. changes in ex-

- isting" rles : governmg the cir~
. -.culation of’ gold:

“1, It will permit  coinage: of

2 $50 gold® piece, 3

- ¢2.-It will provide for - free

" ‘eirculation of gold-and the

convertibility of gold with
currency.

T30 Tt will authorlze the Pres-

. -ident to raise the price of

" gold above the present $35
per ounce figure.

. It will permit persons ten—
dering gold bullion to the
mints.to receive:in return
therefor either coined gold
or - currency, . depending
upon: his wish.” :

Examination of the Engle Bill
reveals that it is not a ‘gold-coin
standard bill -but, instead, a. bill
which ' provides, fundamentally,|*
for ‘two_things: (1) a bimetallic
system, with ratios between ‘gold
and silver to be:determined by

Dr. Wnltnr E. Spahr

makes

ment. That at

“A new bill designed to per-
mit free circulation of gold will
be - presented to - the United
States Senate - soon (probably
Tuesday, Nov. 13) by Senator
Glen Taylor (Idaho), for him-

! self and Senator James E. Mur-
ray (Montana).
<. “Specifically, the bill provides

the President, and (2) the revival
of the power of the President to
devalue the gold and silver cur-
rency as he sees fit.” The gold-
dollar value of an ounce of gold
may not be less than $35 per fine
ounce, Provision is:made for the

(Continued on page 2744)

The Blocked Sterling Balances

; . By PAUL EINZIG
IBxlhsh Economist Holds Purchase of British Goods Against Theu' Ster-
ling Balances by Members of the Sterling Bloc Will
Not Afford the  Foreign Exchange Required by
Great Britain to Finance Imports. Sees. Danger of
Shortage of British Goods Due to Rush of Buying
by Holders of Sterling and Says Though Individual
Exporters May Gain, the Nation Will Lose. Esh—
" mates Blocked Sterling at £4 Billions.

LONDON; ENGLAND.—Once more the prob- .to sgive ‘“teeth” to the legislation usually has amongst 1ts

7 lem-of Britain’s external floating . war indebted-
ness has become the topic of dlscussmn, as’'a re-
sult of the affirmative answer given in'the House
of Commons by the Chancellor of the Exchequer
to the - question: whether overseas holders ‘of
sterling balances are in a position to withdraw
their funds in the form of purchasing and export-

"ing British goods that are not subject to export
license. This means that the so-called “blocked”
sterling balances are no longer blocked. In theory,

: _ throughout the war their holders were at liberty
Paul Einzig to use their .money for purchases of -goods, not
only in Britain but'in any country of the Sterling Area. In practice,
‘however;. restrictions on exports
e ;ze,f;;';g  Nationuide

alances ut] -
- tions. Now that the greater part MARKET[NG FACIL”IES
qof exports is no longer subject to . for
license, the balances have ceased
Blocks of

V(Continued on page 2777)
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|Atomic Energy and
Free Enterprlse

By HAROLD J. LASKI*
Chairman’ of the British Labor Party

Chalrman Af the ‘British - Labor Party ' Contends That Conh'ol

Of Scientific Materials or. Processes By Private Interests “Would Be'
to Impose New Chains of Servitude - Upon - Mankind,” -Says That a’

‘Society' Dominated by Free Enterprise Cannot Be Trusted to Keep the:
‘Peace. " Alleging That Business Has Split Our. Society in" Two, He

Finds It Significant ‘That-“Only in the New World of Russia Has ihe
Busmessman Ceased ‘to. Count.” Urges the Ehmmahou of Natlonal
Soverelgnty to End War.’

I am bound to begin by paymg my homage to the great part that
the: United ‘States has played in the organization of military victory;-
I hope’'I may
live to.pay .a
deeper. ' hom-
age to a great
nation : which
the
vxctory in war
the prelude to
vietory in. §
peace.”, For I .8
suspect ‘that
all'of; us . now. §
recognize that " §
mllltary vic-
tory is.an op-
portunity and
not  a* fulfill-

ain think of him: as the outstand-.
ling American architect of. what/
may become, given the.will on
our part, a better and' a happier
world. "If that new. .world. be
built, I venture the prophesy that
no name will be held in deeper
reverence than his. You may have'
your differences with this or that’
f | item -in his ‘policies, :as we .in
i | Europe have had our differences:
with: Mr, Churchill or with Gen-
eralissimo ' Stalin. _That does' not
prevent our realization that our
own stature is.measured by the
respect 'we pay them, They have
added a‘'noble chapter to the his+
least; was un- Wi
derstood by .. - ;
that " supreme - pgarold J. Laski
friend of .

democracy and freedom, Frank-
lin Delano Roosevelt., We in Brit-

*An address by Prof. Laski at
the Dinner of the Nation Asso-
ciates, "New Yorl{ City, . Dec. 3,
1945.

(Contmued on page 2'7’72)

Surrendered Liberties

There Is No Let Up of Restraints Upon the Securities In
dustry by SEC, Which Uses NASD as Its Handmaiden to
Annihilate Plecemeal Established . Trade Custom and
Usage. Additional Fetters, Such as Recent NASD By-
Laws, Contyolling Profits and Commissions and Requir-
ing Registration of Salesmen, etc., Are Being Applied,
and Unless We “Stick Our Necks Out” to Oppose This
Tyranny, Free Enterprise Will Disappear and Our Liber-
ties Continue to Fade. ;

It is an mterestmg pattern that f11ches some of our
freedoms.

First there is the legislative lobby. Then comes the for-.
mulation of a bill containing numerous general recitals in’
an; attempt to set up-what is technlcally known as. “an:
emergency

Ultimately the bill fmds its way into the hopper and
comes out a law.

" 'The personnel which is set up as the enforcément agency

(Contmued from page 2707)

- We are interested in oﬁerings‘ of =
High Grade .
Public Utility and Industrial
PREFERRED STOCKS
Spencer Trask: & Co.
25 Broad Street, New York - '

. Telephone HAnover 2-4300 L5 -Teletype NY 1-5
Members New York Stock Exchange :

o |icHrensTen

THE LOST
WEEKEND!

on’t ga through apother week~
end worrying about those obsolete
stocks and fmnds. We just drink
'em up!

-‘. , "Obsolete Securities Dept. . .
99 WALL: STREET, NEW.YORK
_« Telephone WHitehall 4-6551 -

United Artists
United Piece Dye Works

Polaroid Corp. ;
Gaumont-Brit. Pictures “A™

L. J. GOLDWATER & CO.

Members New York Security Dealers Assn. | ;
39 Broadway '

New York 6, N. Y. i

HAnover 2-8970 _ Teletype NY 1-1203

1

AMERICAN BANTAM

Common- & Pfd.”
*INTERNAT’L DETROLA

Bought — Sold =~ Quoted

1
i
\
1
'
f

g ‘C:rcular on request

J F. Rellly&Co.

Members . )
New York Security Dealers Assnm.

40 Exch. P1,, New York 5, N. Y.
HAnover 2-4785

Bell System Teletype, NY 1-2480

Private Wires to Chicago & Los Angeles

*

TRADING MARKETS

;- Kingan Co.

. Haloid Corp.
Sargent & Co.
Bausch & Lomb
Billings & Spencer

Henziv & [o.=

Members New York Secur(ty Dealers Aasn *

170 Broadway ' Worth 2-0300
Bell System Teletype NY 1-84

. Punta Alegre Sugar = |
Eastern Sugar Assoc.
... Lea Fabrics

National Gas & Electric

Susquehanna Mills

DUNNE & CO..

Members New York Security Dealers Assn, :
25 Broad St., New Yorltll N. Y.
WHitehall 3- 0272—-Te|etype NY 1-956

"."% Private Wire to Boston

Amerlcan Bantam Car
Common and Preferred
Bought—Sold—Quoted
“. Circular. on Request(' -

Hor ROSE & TROSTER.

ESTABLISHED 1914

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

Public National Bank
& Trust Co.
National Radiator Co.

Analyses available
. to dealers only  +

C. E. Unterberg & Co.

Members N, Y. Security Dealers' Ass’n
61 Broadway, New York 6, N. Y.

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

‘Telephone BOwling Green 9-3565
Teletype NY 1-1668

Bell Teletype NY 1-2033
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p://fraser stlouisfed.org/__




¥
v
¢
a
.

- THE COMMERCIAL & FINANCIAL CHRONICLE

/Thursday,-December 6, 1945

"Wakp & Co. 1k

{118 1916

ACTUAL MARKETS
N 250,
- ACTIVE ISSUES

| oy
iy INDUSTRIALS

Air Cargo Transportl

Amencan Bantam Car b
i Comy- & PId.: £

Amer. Window. Glass

Com. & 'Pid.

1
1
A

Wa e-Puce Equahon
And Future Outlook

By HAROLD G. MOULTON* {

(

Plesident Brookings Instltuhon |

. Assertmg That We Possess the Plant. Capaclty, Labor Personnel -Fi-

nancial Resources and Technical Knowledge and Expenence Necessary
for ‘Development, : Dr. Moulton'. Contends’ That' the_Present Economic
Conflict and ‘Confusion - Retardmg Advancement Are Government Con-

trols and the Labor-Pnce Equation, Warns: Higher. Wages,; With. Goods-
'Shortage ‘under Fixed Prices Will Intensify Inflation Pressure, and That

| Wartime Industrial Profits Cannot be Used as Measure of Ability . to
Pay Higher Wages. 'Maintains OPA Control Has. Become Profit Control

and Unless Prices Can Be Adjusted to Wages, the Cost-Price-Equation-

Breaks ‘Down. Calls for Policy of Reallsm m Respect :to: Wages and

| Sees.Ground . for. Future. Prosperity. ~ """ T i

Government’s Role R
In Full Produchon &

s BY HON HENRY A WALLACE*
; Secretary of: Commerce R, ‘l* vale

'Mr. Wallace Expresses ;Confidence  in' the Continuance of - Our Great s

‘Wartime lndustry~Labor Record if We Maintain General Agreement as to"
Our - Objective, a - Well-Defined “Method ‘of : Workmg Toward It, and
Willing Cooperation_by. All Classes. His_Department of Commerce Will
Help' Business by Provxdmg (1) Revitalized Foreign' Trade Promotion
Services; ~ (2) - Management, Technological, and = Marketing - Aids;
(3) Strengthening of the Department’s Technical Bureaus; and (4) Filr-
nishing - Government :and : Business - With " Statistics and a Complete
‘Analytical Program. " Declares That the Salvation of American Industry

and Free Enterprise_Lies in Technological Improvement, Greater Pro- - ;. |

‘duction,’ Expanded Consumption, and Increased Profits Baséd on High

- Blair & Co.
S 'F. Bowser

‘The immediate business 51tuat10n is, of course, best characterlzed

The conflict, is : ‘manifested in the

as’ one of conflict - and confusmn
relatlons be- - y
tween - labor .

and industry; ..

the - confusion

| the people—-xs enormously better

than " most “observers . had- antici-

| pated when the United States was

Volume -Rather Than High_ Prices. .

- After Stating ‘That the Danger ‘of

Inflation Dominates the Picture, He Supports President Truman’s Policy,
Which He Interprets as Follows: “The Way to Prevent Inflation Is to
Hold the Line on' Prices. ~And the Way to Prevent Deflation. Is {0 Main-

Cmecolor, Inc.

ig~found - in the world-conflict. In

Lam

Douglas Shoe™

Gt.’ Amer. Industries

Hartford Empire Co.
Hoover Co.

- Kaiser-FrazerT

~Kingan Co.

son ‘& Sessions
M1clugan Chemical
, Mohawk Rubber

Moxie Co.

Dayton Malleable Iron*
Du Mont Lab. “A” - -

%

*

L o

the ‘minds of’
public offi<
cials. The-
crucial . issue
is* the wage-~
price ’ equa-‘
tion. 'But be-
fore ' discuss=~
ing the imme-
diate situa-
tion = a . few
words - should
be said about
‘certain: fac- ,
tors of a more . . o
general char- ~ Harold G. Moulton'
acter which ‘-

-will have a bearing upon the post-

war ‘situation - for several years
to scome, + “uei
~The-outlook at'the end of the

forced mtc}

the view of;many, participation'in

| a second world war would almost

certainly (1) seal ‘the fate of pri-
vate enterprise, (2) brings a vast

| inflation of prices, and- (3) result

in impoverishment”and " increased

| unemployment. By the end of the

war these: dire forebodings had
given place to extravagant expec-
tation on the part of some'and to

|.a. distinetly - hopeful - attitude' on

the part of most observers.. What
arethe ' factors respon51ble for
this, remarkable change in pubhc
oplmon"

‘Factors- of Stability i

i Fxrst - instead - of ~ sealing~, the
fate"of - -private enterprise, the
war period-brought to the ‘Amer~

_can people ‘as a-whole,~and I be-

lieve - to ‘the government, a- new

‘tain the Volume -of Purchasmg Power in'the Hands of the Consummg

lfubhc.

)

Tt s f)tt.ng to’ open thls Golden Anmversaxy Congress of Amerl-

‘can -Industry with"a strong word’
American in- - :
dustry - did -
during  the
-war; - When
we remember
‘what " seemed
possible in the
way of " pro-:
duction five
years ago, and. :
then : look -at
the. enormous .
output of the
war. and civ-:
ilian ' goods -
actually pro-:
duced, ‘we can
see .. that
American ’in-
dustry and

of ‘praise. for the great job ‘which

Natl Vulcanized FlbreTf
Oxford Paper
P R. Mallory -

..Com, & Pfd..
- Polaroid Com.
H 'H. Robertson
Sheraton Inc.
 Sylvania Industrial
. Taca Airways*
~ U.S. Truck Lines-

‘Warren Bros. “C”

: TEXTILES :

§

Alabama Mills* [

;l _Aspinook Corp. 1

Consolidated Textile
New Jersey Worsted -

:| Textron Wrnts. & Pfd. |

| United Piece Dye |

i

3‘| UTILITIES |

l Amerlcan Gas & Pow. |
“Jowa Southern Util. |

| Mass. Pr. & Lt. $2 Pfd. |
New Eng. Pub. Serv.

ll North'n New Eng, Co. |
il

TPrupoclus Upon chuuk : '

*Balletin or Circular upon request |

WARD & (0.

EST. 1926

Members N, Y. Security Dealers Assn
120 BROADWAY, NEW YORK §
REctor 2-8700 NY }:i28.

Direct Wires to Chlcngo and Phlls
PHONES

ENTERPRI %
‘Hartf’'d 6111 .Buff. 602¢ Bos. 2100

|g|t|zed lor FRASER
tp://fraser.stlouisfed.org/

war—both “from "‘the  standpoint
of "the ‘business” enterprise system
-and the welfare of the masses of

realization of its vital 1mportance
This profound - change is"due" to

two principal factors:" (1) the re-
Al address by Dr Moulton be-  markable achievement of prlvate

‘fore the -American Finance" Con-- enterprise during, the war;.and
ference, Nov 28, 1945 o Z (Cdntinued'on page 2778)- !

PANAMA COCA COLA

Quarterly dividend paid October 15; 1945 e $ 50
; DIVIDENDS....,,. ;
1945 (to date) $2.25 — 1944 $2.75 — 1943 $4 50

£ Approxnmate selling price—27 lé

/N New Analysis’ on request

~ Hor, ROSE& m,srm

ESTABLISHED 1914

Specialists in Soft Drink Stocks’

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

O

KOLD-HOLD ’MANUF’ACTURIN,G COMPANY
Manufacturer of Electric Refrigeration Equipment :
A low priced speculation
PROSPECTUS ON REQUEST

FRANKLIN ‘COUNTY coAL

' IRCULAR ON REQUEST

F. H KOLLER & CO., Inc.

Members N. Yi Security Dealers Ass'n

111 BROADWAY, NEW YORK 6, N. Y.
BArclay 7-0570 . 4 NY 1-1026

. KENDALL COMPANY p
WELLMAN ENGINEERING CO.
SHATTERPROOF GLASS
WALT DISNEY PRODUCTIONS
FASHION PARK, INC., Common
THE FOUNDATIO\I COMPANY .~

| Descftptwe Circulars on request

Sellgman, Lubetkm & Co.

4 ':‘ . lneorpcrnted
Members ew York Securily Dealen Associatxon

‘41 Broad Street JNew York 4~ % -

HAnover ' 2-2100

Jabor- pulling -

; Honry, A; Wllllco

together

was. as: good -as the:stoutest -apos-

tle :of -our.free private. enterprise,

system dared predict. it ‘would be.
That record shows: what can be

done under our form of political-

-‘and ‘economic. organization ‘when
we . have ‘three things: general

agreement as to the objective, a’| °

well-defined -method of working

toward.that goal; and ‘willing. co-:
- operation by all-elements in our

i society.

We ' had - those - three
things, during the war.” Our na-
tional -existence - was threatened.
There was  universal agreement
that -we had to win'the’ war; with

Kingan & Co., Com. & Pfd.
Standard ‘Aircraft Prod.
Colorado Fuel & Iron, Pfd.
- *National - Vulcanized Fibre
*Moore Drop Forging
. *Kaiser-Frazer Corp.

* Prospectus on request

J.K.Rice,Jr.&Co.'

- Established 1908 ., .
Membera N. Y. Security Dealers Asan
REctor 2—4500—120 Brondway
B21l System Teletype N. Y. 1-714

AMERICAN BANTAM CAR

COM. & PFD

SUPERIOR TOOL & DIE CO.'
SPORT PRODUCTS INC.
 KAISER: FRAZER CORP.

~ HYTRON-RADIO
& ELECTRONICS CORP.

....*.—-

IIARIIY & HARDY

11 Broadway, New York 4

1'Central. America,.

Teletype °

{ that agreement, it~ was :not too
| hard -to:find 'ways of doing- what

had to be done.

Now of course it is easy to say
that what we need 'in ‘time of
peace is the 'same unity of pur-
pose, It is also perfectly obvious
that such unity is hard to. get.” We
do not have such clear-cut agree-
ment as to our goals, and when we
doagree as to goals.it is much
harder: to agree about' the best

Iway to reach them.: Furthermore,
: the economy itself is and must be
| very different in’ peace than in

‘war. It.-must be more flexible, It
.must c¢ontain much .more room for

» | experimentation, and ‘for ‘differ-
‘T'ent types of action; certainly. we
| do'not want the reglmentatlon ‘and
.| controls . that are necessary in
achieved amazing results The war.
record of ‘the American:economy

wartime;

‘Yet ‘it seems to me that in the
broad sense “we do have a very
solid . unity. in’this ‘country, as
far’ as. our ultimate objective is
concerned, Everyone in America
~=farmer, ~worker, ! -businessman,
consumer—wants our magmﬂcent

*An addresgs made by Mr. Wal-
lace before-the. Golden- Anniver-
sary  Congress of American  Indus-
try, National ‘Association of Man-

|ufacturers, New: York- City,: Dec.
115, 1945,

(Continued on page 2784)
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Canada s Prospechve Trends

S BY MELCHIOR PALYI* .~
Economnt Discusses-Canada’s - Political 'and Economic Sltuatlon in the

Light of Post-War: Conditions.

o Sees_a Better Labor Situation There
- Than in the United States Where the lnﬂatlonary Trend Is More Pro-

nounced. - Looks for Long-Run.Shifts in. Canada’s_Foreign Trade With

Dechmng Importance of Agricultural

and IncreasingMineral and Manu-

factured Exports: - Sees No Bar in Imperial Preference to Close and Ex-
panding - Commerce. With U.'S. and- Concludes -That; Short: of . Cata-
strophic Occurrences, Canada. Should- Remain the: Leadmg Area Serving
as-An Outlet for. American Prwate and Corporate Capltal Seekmg Sound

Investment Abroad.

:From the investor’s point of vxew, four prlmary and closely mter-
related factors enter jnto the detetmmation of’ prospectlve trends -in,

Canada the
labor* situa-
tion;- the* fi~
nancxal set- -
up;’ the out-*
" 1ook -on the,
Domin ion’s
balance of *
payments;and.
the general
direction- of
its- -economic
policies:; 'The "
following sur- -
vey endeavors -
to point out'a -
few - high-
lights, rather
than to offer
a.'comprehen-

2 s Dr. Melchior Palyl
sive: -analysis.

Labor’s Position

The ‘labor . position in- Canada
is ‘characterized by a wage level
(in:war plants) as much as 50%
below the American. A difference
in the internal balance of political
forces explains this discrepancy to
some  extent.. The :radical - CCF
(Cooperative Commonwealth Fed-
eration) which swept Saskatche-
wan last year has been crushingly
defeated . in the. Dominion -elec-
tions of the pasf summer, The
majority of the victorious Liberals
‘is. very precarious, but their oppo-
nents, the Progressive. Conserva-
tives, are as similar to them in

economic . color 'as one egg is tol’
another. In other words, the mid-|'

. dle. classes. are in control of the
Dominion for the next five years,
come what may. The recent offi-'
cial White Paper on the economic
program ' of - the Government,
written - by - professorial . brain-
trusters in. Ottawa, embodies. the
flower: of ‘Keynesian and New
Deal economics, -But in' practice,
a rational :'line . 'prevails, -deter-
mined by the idea’.that Canada’s
competitive position in the world
markets makes a reasonable sta-

s §;

;. *Dr. Palv1 vxslted Canada late-
ly on behalf of Securities Counsel,
Incorporated, Jackson,: Mich.

.| perative, .

; lpx]izatxon of prices. and. wages-im- |
unemployment

Take -
benefits as an example.: -
LAt home, the President’s $25 Ei
week dole 'is tantamount, to' rais-
ing wages by indirection, By con=
trast,> the . Canadian _ unemploy-
ment msut‘ance is handled strictly
?n an “insurance- basis with. the
llowing features:- outstanding: -
! 1, Employees. with a remunera-

‘ Yon exceedmg $2,000 ‘- per. year

except in the building: construc-
tion industry) are not eligible for

| benefits. The idea is that people

ho: earn rhore than: $2,000 should
e’ able- to. provide: for. a rainy

‘| day. In this.country, the amount

equivalent in : purchasing power,

say $2,500 per year, would at once
exclude most quahfled war work-
ers.

1 :2, In Canada, the highest weekly
benefit ."anyone  can receive . is
$12.24 for .a:single: person and
$14.40 for a”person.with one or
more . dependents. - The average
benefit is ‘somewhere around  a
weekly - $8,--an -amount ‘which ' is
just about sufficient to keep body
and-soul together, but not to deter
the worker from looking for a job.
A new “baby bonus” :subsidy,
which has been-bitterly criticized
as costing $200 millions- a "year;
pzov1des only about $1 weéekly per
child.

i -3..The period for which benefits
are provided' is restricted to one-

(Continued on page 2749)

Jonas & Naumburg Corp.
Current ‘Assets  :_ilu_ 1.$2,048,000
Current. Liabilities i .- i
Net ‘Working Capital” '

Per share -
. PAID~-50c 1945
1944 EARNINGS—75c.
PRICED  UNDER'$10.

T. ). FEIBLEMAN & CO. |

. Members New Orleans Stock Ezclhange:
New York: New Orleans, La.:.
41 Broad St, -
Bo. 9-4432 y
Bell Tel.—NY-1-495

Queens Borou«rh

6% Cum Pfd

Active. Tradl

Analysm on Raquest

Gas & Elec. Co.

($100 Par)

ng Markets

NCW YOl'k Hanseatlc Corporatlon

120 BROADWAY, NEW
Telephnne BArclay .7-5660

YORK 5, NEW YORK :©
Telétype:-NY. 1-584-

370,000. | [

:» Carondelet Bldg. - }

The Investment Banker" s D:lemma

By IVAN WRIGHT

.Economrst Holds There Will Be Heavy Demands for Investment Capital,
Both at Home and Abroad; and the Investment Banker's Responsibilities
in Fulfilling the Demands Are- Compllcated by Cheap Money, Low"Inter-

| ést Rates and Socialized Lending. : . Enumerates Obllgahons of - Invest-

ment Bankers to Public and Stresses: Their Task in' Maintaining Sound
Money-and Financial Practices-as- Well as Aiding in Restoration of Free
Enterpnsesand the Promotion of Both Individual Initiative and a Proper
Caution in the Use of Borrowed Capital or Taxpayers’ Money.

' Never’ before has there been

such need for large quantmes of

The estimates-for immediate needs in: this: coun- | |

mvestment ('apltal

-put.at 40 to: 50
billion dollars.

. The needs for ”.
investment|

-capltal in for-

: than
[ }nthxscountry
:-First .there ' is
. .the  need . for
_..rehabilitation
- of ‘the war-
' _.torn areas; the

| “older  coun-
" tries that have
not kept. pace
with. modern

progress
would seem " to be second;” and

third, the‘demands for capital in
the newer and. lesser developed
areas - such- as - South * America,
Africa, Australia-and other coun-
tries, whose growth is "held " in
check for want of’ capltal and

] Dr, fvan’ Wright -

modern productive methods on,a’

larger scale than m prewar years

: try -alone  are®

Where Will Al This_ Capital
coy ot Come From? 7

After the First World War the
investors'in the United States sup=-
plied ‘our .own ‘needs. for, capital
and lent generously to’ the. whole

world Interest ‘rates were - at-:
txactlve both‘ihcre and" abroad.
The investors: and the, .managers;
of: mvestment accounts have be-
fore them very ‘good records of the
expenence “of the. past 25" years.
The evidence shouldcreate’ cau-

~t1on and'call“for”careful study ‘of

every investment issue .proposed.
Are the ' opportunities” for  in-
vestors in* the -immediate “future
any =less - attractxve than . after
(Continued on page 2747)

With First Cleveland Corp.

. (Special to ‘THE FINANCIAL . CHRONICLE)'

CLEVELAND, O.-—Joseph M.

Streifender. " is - with . the.. First
Cleveland - Corp., National City
Bank Building.  He has recently
been serving in the_"armed forces.

i

- .32.Broadway
NEW. YORK -4
<. DIgby 4-8640:
Teletype NY 1-832 834

: White & Company» ’
. .- ST, LOUIS . ..

-Direct Prlvate ere Ser\nce

'COAST-TO - COAST

“ New York - I:Im:ago . St. Loms - Kansas cuy Los Angeles

STRAUSS BROS.

_Members New. York Security. Dealers Ass'n

o U] Pledger & Company, Inc.
: e LOS- ANGELESV i

Board .of  Trade Blclgr
CHICAGO 4

Harrison <2075 . .
Teletype CG. 129

' Baum, Bernhelmer‘(:o. ]
KANSAS CITY

#

SEVEN UP

“RED ROCK- BOTTLERS, INC. -

- MISSION DRY

Boug‘ht — Sold e Quoted

HorLROSE BIROSTER

ESTABLISHED /1914
- Specialists in’ Soft: Drink Stocks'

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

OF TEXAS

Teletype NY 1-375

.'Telephone :BOwling . Green. 9-7400.

‘Gunmngham Rolurns"

to Kidder, l'eabotly '.

‘Kidder, Peabody & Co., 17-Wall '
Street New York' City;" members
of the New York Stock Exchange, *
announces that Captain Francis J.
Cunningham, having been’released
from...active...service...after. . 2%...
years overseas, has returned to the |
firm," He ;will ‘bé in_the - Trading '
D(;partment ‘of - the ~New ‘York
office. . .

Y AMERICAN MADS
MARKETS IN

- CAMADIAN -
S!CUR"’IES'

Bank of : Montreal _
Canadlan Bk. of Commerce {
: Royal Bank of Canada’ -+ -

- Andian. National Corp. . . - :
Assoc. Tel. & Tel. $6 & 7% Pfd. |
Brown Company Com. & Pfll.

" . Canadian Pacific Rwy.-

Canadian : Western’ Lumber
‘Electrolux
Hamilton Bridge Co. -
Hydro Elec. Securities Com.
International Utilities
Jack Waite: Mining
Kirkland Lake Gold Mining
Massey-Harris Co. Pfd."
Minnesota & Ontario-Paper Co.
_Nipissing Mines
" Noranda- Mines
Pend Oreille Mines
Premier Gold- Mining
Sun Life Assurance

HART snrm & C0.

52 WILLIAM' 8T., N. ¥: 5 ‘HAnover 2-0980
Bell Teletype NY 1-395
New York: Montreal .~ Toronto

¥

Petroleum Heat |
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rarreil-airmingham Al
| Company

¥ g

't

5 W .l Bamgan & co. :
j § Successors ‘ta. - A
i Cmsm H. JONES & K

Esttblilmd 1904

soxmaway,n Y. 4 " HAnover 28380 |

: ANALYSIS ON REQUEST

Carbon Monoxide
Ellmmator :
; Amencan Insulator :

Preferred & Common E

.. Gilbert & Bennett

- .PETER BARKEN -
+-32 Broadway; New York 4, N.Y.
Tel. WHitehall 4-6430.. . ... Tele..NY.1-2500.

FREDERIG K.

i~ g3 wau Strect; New York 5, N, Y. !

_ Community Water ‘Service 5345 1946 - -
- Crescent Public:Service 6s 1954
- East. Coast- Public: Service-4s.1948
. Eastern Minnesota Pr. 5
‘Minneapolis- & St. Louis’ :Ry. Issues -
.. Securities:Co. of N. Y. 4% Consols

- ‘American Cyanamid Preferred: -
-Eastern- Sugar Associates; Common - -
_-Petroleum Heat & Power 00.

Tncorporated " .
' MEMBERS N. Y. SECURITY: DEALERS BSSOCXATIQN

s 1951

IIATGH & 00

1 ‘ 68 William Street, New: York

Ball Teletype: NY 1- 897.

R.W.PRESSPRICH & CO. |

Members-New.Y ork Stock Exchenge .

BOSTON 201 Devonero Bt

B GOVERNMBNT, ‘MUNICIPAL 5

‘ RAILROAD; PUBLIC UTILITY ..
& INDUSTRIAL. BONDS -
INVESTMENT“ S'rocxs he

jgitized for FRASER
tp: //frasef louisfed.org/ ..
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. Boody, McLellan Change

* 'B. Walter Vos, general partner
in Boody, McLellan & Co., 111
Broadway, New York City, mem-
bers of the New York Stock Ex-
change, became a limited partner
effective Nov. 23.

BALTIMORE

Bayway Terminal
Davis Coal & Coke
Emerson Drug

Common

—

STEIN BROS. & BOYCE

Members New York & Baltimore. Stock

Exchanges and other leading exchanges

: 6 8. CALVERT ST., BALTIMORE 2
Bell Teletype BA 393

New. York Telephone Rector 2-3327

'BOSTON

~ JOHNSON
t AUTOMATICS INC.

‘A Low Priced
BUILDING STOCK -

Owns 709, of
LATISTEEL, Inc.

" Manufacturers of fabricated
construction

Protected by patents
Memorandum on Request

Priced about 43

K —

du Pont, Homsey Co.

Sbawmut Bank. Building
f BOSTON 9, MASS,

Gentral Republic Co.

Ovens Cleveland Office

Connors With Firm

CLEVELAND, OHIO — Central
Republic. Company, . Inc, has
opened a new branch in Cleve-
land. ‘Associated with the new of-
fice is Harry Conners, formerly
for many years with Otis & Com-
pany in charge of ‘the municipal
department.,

DES MOINES
WHEH.OCK & CUMMINS

INCORPORATED

lowa Power & Light Co.

Preferreds

United Light & Rys.

Preferreds

Rath Packing Co.

Common

EQUITABLE BUILDING
DES' MOINES 9, IOWA

Phone 4-7159 Bell Tele. DM 184

DETROIT

Electromaster, In:c.l i

Sheller -
Manufacturihg Corp.

Reports furnished on request

MERCIER, McDOWELL
& DOLPHYN

Members Detroit’ Stock Exchange
Buhl Bldg., Detroit 26
Cadillac 5752 ~Tele. DE 507

v&pitol 4330 Teletype BS 424

TRADING MARKETS
TRADING MARKETS

Boston Edison’
Boston & Maine Prior Pfd.
New England Lime Common

Submarine Signal

Dayton Haigney & Company
© 75 Federal Street, Boston 10

Private New York Telephone
REctor 2-5035 .

" GRAND RAPIDS

Tyler Fixture Corp.
Preferred — Common
Inquiries - Invited

WHITE, NOBLE & CO.

Members Detroit Stock Exchange

GRAND RAPIDS 2
MICH. TRUST BLDG.

Phone 94336 Teletype GR 184

LOUISVILLE

We Suggest

Oregon Portland Cement Co.

Common Class ““A”

Capacity=-~900,000 barrels annually.
Book value—around $18
Good earnings all
period.
Company would benefit substantial-
ly from tax reduction.
Oregon’s huge highway program
ready to start.

Market about 12

Circular available

LERNER & CO.

10 POST OFFICE SQUARE
BOSTON 9, MASS

'Tel. HUB 1990 '

throush war

Teletype BS 69

Am‘erican Barge Line
American Turf Ass’n
Girdler Corporation
Hialeah Race Course
Louisville Gas Pref.
Winn & Lovett Grocery i

T BANKERS BOND &=

Incorporated
1st Floor, Kentucky Home Life Bldg.
LOUISVILLE 2, KENTUCKY
Long Distance 238-9

Bell Tele. LS 186 (|-

ST. LOUIS"

New England Markets .

Retail New Englnnd Covereg.

L] ©
. Secondary Distributions
3 . .
. Bank and Insurance Stocks
Industrials—Utilities

Inactive Securities

F.L. PUTNAM & CO., INC.
77 Franklin Street, Boston 10, Mau.
Te] LiBerty 2340

Portland ' Providence ' ° Springfield

STix & Co.

INVESTMENT SECURITIES

509 OLIVE STREET
St.Lours1,Mo.

Members St. Louis Stock Exchange

BuSiness
‘Man’s
Bookshelf

" Manual  of Procedure- Under
Government Contracts — fourth
edition—providing otherwise un-
obtainable information of value to
firms interested.in or now sup-
plying goods or services to the
Federal Government. — Fidelity
and Deposit Company of Mary-
land, Baltlmore, Md. — paper—
free. 5

Bank Human Relations — A
Study of Modern Bank Personnel
Policies and Practices—New York
State- Bankers . Association, - 33
Liberty Street, New York 5, N,-Y.
——paper.

Labor Policy  of the Federal
Government—Harold W, Metz—
The Brookings Institution, Wash-
ington, D.. C.—paper.

. Labor Savings in American In-
dustry 1899-1939—Solomon Fabri-
cant—National' Bureau -of ‘Econ-
omic Research, 1819 Broadway,
New York 23, N Y—paper—50c

Taylor and Lucas Wllh
Sutro & Company

(Special to THE, FINANCIAL _CHRONICLE)

. SAN ' FRANCISCO,. CALIF.—

| Howard L. Taylor ‘and’ John- J.

Lucas . have- become: ‘associated
with Sutro & Co., 407 Montgom-
ery Street, members of -the New

York and San. Francisco, Stock |

Exchanges- and jother exchanges.
Mr, Taylor was formerly a partner
in‘Eastland, Douglass & Co. and
prior thereto was an officer of
Sargent Taylor & Co. Mr. Lucas
was formerly a partner in Wals~
ton,* Hoffman & "Goodwin and
Eastland, Douglass & Co.

Thomas K. Wright Joins
S. R. Livingstone & Co.

(Special to THE FINANCIAL CHRONICLE)

DETROIT, MICH. — Thomas K.
Wright has become ' associated
with S. R. Livingstone & Co.,
Penobscot Building. In the past he
was in- charge of the municipal
department for Watling, Lerchen
& Co.

Albert Frank-Guenther

Law, Inc.
- Preferred

Fonda, Johnstown
& Gloversville RR.

All Issues

, Mulhgan & Higgins
GeorgeR.CooleysCo.
"INC.

Established 1924

52 William St., New York B, N. Y.
WHitehall 4-3990 = 7Teletype NY 1-2418

{ agara’ Electric, Lockport & New-

- | to refund five issués of the former

USE CASH or
CALLED BONDS
To obtain 514 % yield.

- Bonds . legal for savings
banks & trust funds

Write for information

ESTABLISHED 1935
Members New Yor® Security Dealers Ass'n
16 Court St., B'klyn 2, New York TR. 5-5054

ecurity Adjustment Corp.

Pul;lic. Utility Securities

York Commission have apparently

gl & - Niagara Hudson Power

i Since the new integration plan of Niagara Hudson Power Corp.
and its sub-holding company, Buftalo, ]\mg'lra & Eastern, was sub-
mitted to the SEC (fellowing settlement of the fight between various
security groups) on July 16, 1945, changes in the system set-up have
been carried out with amazing speed. Neither the SEC nor the New

interposed any objections to the

new plan and the legal work has®
been rapidly consummated, ]
that the program ‘is now well
along -toward, completion.. ; Pos-.
sibly tax savings were a factor in
effecting * consummation of  the
pr1nc1pa1 features of the plan in
1945,

' The new plan provided for com-~
plete retirement of ‘the contro-
versial B. N. & E. P. $1.60 (2nd)
Preferred stock at the .call price
of $26.25 plus dividend arrears,
which has already. been done, The
company was merged Nov. 1 with
certain subsidiaries (Buffalo Ni-

fane Power:& Water Supply, and
Niagara,. Lockport : & ' Ontario
Power), retaining the name Buf-
falo' " Niagara' Electric.  The 1st
Preferred . stock’ has- been ex-
changed for a new 5% issue, with
the arrears on the old stock paid
off at the time of exchange. The
new ‘company took over'the bond-
ed debt of the'merging companies
and has filed a refunding program
with-the SEC,. proposing to issue
$56,929,000 new 1st Mortgage bonds

subsidiaries.. 'The new 5% pre-
ferred will also be 'refunded, per-
haps in January.

The new  company’s ‘common
stock will all be owned by the
parent ‘company, Niagara Hudson
Power, which has put up the $63,-
000 000 cash necessary 10 retire
the’ $1.60 Preferred: “ Niagara has
sold'some ‘of -its ‘miscellaneous
holdings and pbtained a $40,000,~
000 bank loan which will later be
liquidated through partial sale of
the: common  stock -in the new
company. ' Niagara: is.also reduc-
ing the par value of its own com-’
mon stock to $1 a share in order
to-permit an adjustment of sur-
plus and take care of certain write-
offs which were demanded by the
FPC several years ago :(resulting
in the series of events which led
up to the present reorganization).
U This adjustment will permit clear-
ing off arrears on. Niagara’s two
preferred stocks and open the way
for payment of dividends on the
common. Eventually the preferred
stocks may be eliminated.

Buffalo, Niagara & Eastern last

year reported net income after 1st

preferred dividend requirements .

of . $5,478,000, which under the

present tax law .would be in-.

creased by about $700,000. . The
Niagara - Falls Power - 3l%s will
probably also be refunded in 1946
on about a 234 % basis, it is es-

timated. The two refunding op-.

erations will, it is thought, cut

fixed . charges about one-third,"

effecting a net saving afler taxes
of-about $800,000. Assuming that

B. N. & E. $5 Preferred 'is‘reé-’
funded on a 4% bq51s, there would
be-an additional saving of $350,~

000, less the 16% surtax or’a net
saving of about $300,000.. The
complete

$1,100,000,

Adding. these savings and the' ™

tax.reduction of $700,000to the

refunding :pro gram’
would, therefore, yield savings of 5

{

balance  after: the 1st Preferred’

dividends gives a figure of $7,278;-"

000. However this is: after reser-:

vation of net. income of subsidi-
aries amountmg in 1944 to- $1,476,~

000. It is:thought that this 1tem :

may. be voided by the present
changes; in. any event it is sub~

stantially equivalent to additional

net income. -Adding this amount

gives a balance of $8,754,000 for -
the new common stack, all held
Since the -
new Buffalo Niagara Electric.is an:

by - Niagara Hudson..

operating company with. sound-

capital - structure,
could probably be:' capitalized at
around 15 times earnings which
would afford a value for Niagara
Hudson - of ‘-about ' $130,000,000.
Thus it would probably be neces-
sary for. Niagara Hudson:to sell
only ' about - one-quarter of its
holdings to. pay off the bank loan.

However, the SEC  order' re-

the common:

‘quired” sale of all of the new
stock; presumably by Nov. 1, 1946,:

Un]ess this is modified, the sale

will yield Niagara Hudson -an es~’

timated $90,000,000 in  excess of
the amount requxred to pay off
the loan. These proceeds might be
used to retire Niagara Hudson’s
1st and 2nd preferred stocks with
their arrears. At the end of the

year call prices ‘and arrears on’

(Continued on page 2770) -

the facilities of our

trade in those

PUBLIC UTILITY STOCKS

We maintain an active market in the stocks of
many public utility companies and through

system are especially equipped to

our various’
located

PAINE WEBBER JACKSON & CURTIS

' ESTABLISHED 1879

direct private wire

markets where
offices = are.

American Gas &

Direct Wire

gitized for FRASER
kp://fraser:stlouisfed.orgl

Power cbmpany

Associated Gas & Electric issues
Central Public Utility Corporation
Crescent Public Service Company
Portland Electric Power Company

——

'GILBERT J. POSTLEY & Co.

29 BROADWAY, NEW YORK 6, .N. Y.

to Chicago
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Mig ht Versus Right!

By ORVAL W. ADAMS*

Executive Vice- Presldent Utah' State National Bank Salt Lake City, Utah.

Asserhng That -a' Rash of Strikes Is Breakmg Out Throughout lhe Country, Mr. . Adams Ascribes -It to the
" False Hitlerian® Principle That Might Makes Right. Says We ‘Cannot Expect to .Suppress Aggression-Abroad
- While We Permit It at Home, and Contends That Labor Unions Under the: Law Are Permitted to Usé Violence
,“and Force as a Test of Power as Against a Test of Liberty and o‘Vlolate Written' Contracts With:Impunity.
Urges Revision: of :‘Law Which Will Place Emplbyer and Employee in a Poslhon Where True Collechve Bm1

‘ gammg in Good Faith Is Possible.

With: thc rashof strikes breakmg out a]l over the country, ml-
unconsclous of /doing, any. wrong,‘

¥ .tlated by labor leaders seemingly

. - ‘and apparently
..acquiesced  in’
by the : great

2. “body . of . the
publigc,. the

“'question is
raised- as-. to’

" whether “"we
are ‘really
conscious of
the prmmple
underlyin g
-i-'such ‘actions.!:.
I strongly

‘suspect that|.

- we/ are ' not,

* for 'I. cannot

: believe tha't

“we ‘would be-

§ L fore a World
Orval W. Adamn

¢ ing to estab-

i lish the* prmcxple that: conspiracy

L ®An address by Mr Adams be-
fore the Utah Automobile Dealers
Association - at Salt Lake Clty,
D . 6,1945.

’

*U. 8."SUGAR
Com, & Pfd,

**ARTCRAFT MFG:
HOWELL ELECTRIC
*WELLMAN ENGINEERING |
v‘,"’AlR CARGO TRANSPORT
Bought—Sold—Quoted '

*Circular on request

“Prospectlu' on 'Roquest

Court beseek- |-

to wage an. aggresswe war. ls an

international = crime | and.at; the’|

same . time. consciously acquiésce |
in the use. of force at home. .

I beheve 1t 1s tlme to stOp and
think:- :
Looklng back on- 50 yeaxs of
research and experiment; of. work

that' has S0- rlchly contrlbuted to

our comfort secunty ‘and en]oy—
ment C F/ Kettermg formulates

the: rule’ that “a" problemn’ accur- |
2 ately stated is half solved.” N

L Apply’ that to the. matter of
labor relations and we are brought
face.to face with the fact that we

' must ‘first recogmze the basis on

which ' strikes “are called before

.| we*can attempt a’solution to the

‘most: serious problem confrontmg
,the country today.

. Power and’ nght

Strlkes are called on the ele- |
mental prmclple that if you have‘

We are: pl'éa'séd' to announce that-

CLYDE H. ANDREWS

- is . now assoqiatecl 'fWith our organfization :

1

Braﬂsford & Co.

INVESTMENT- SECURITIES |
Members Chmago Stock Exchange
208 South La Sa]le Stl'eet, Chlcago
< Telephone: State 9868 Teletype CG 95 .

the power you do not need to be
right. I other woxds, that “might
makes right.” That is what Hitler
taught and what we fought a war
to refute...

* There is an uncomfortably close
resemblance between Hitler’s
.charges against Poland when in-
vading Poland, and - Reuthers
charges- against General Motors
when attacking that company, and
a ~like’ uncomfortably close ‘re-
semblance between Hitler's “take
it or leave it” demand on Czecho-

slovakia and Philip Murray’s de=
mand on United States Steel,
which he said was not subject to
“dickering or compromlse.” Law
ig intended to insure that might
shall not prevail over right. Im
the past, when might was found
being used to prevent right a
legal remedy was provided. Thus
successively blacklisting, rebating
by railways, underselling to drive
out. competition, limitations om
resale prices even of patented ar-
(Continued on page 2789)

BUFFALO
December 1, 1945

. We take pleasure in announcing that
GEORGE K. COGGESHALL

has been- elected a Vice President
and will be in charge of
our New York Office

SCHOELLEOPF, HUTTON & POMEROY, INC.

NEW YORK

1915

* We are pleased to announce that
CECIL P. YOUNG
(Lt. Colonel Army Alr Corps)

has been elected Vlce Presxdent

Hemphﬂl Noyes @ Co‘

On thelr Th1rt1eth Anmversat‘y
- welcome the second generation,

o T ta .
THE FOLLOWING:SONS OF PARTNERS, HAVING
BEEN RELEASED FROM ACTIVE MILITARY SER-
* V/ICE. ARE NOW ASSOCIATED WITH THE FIRM.

JANSEN NoYEs, JR.
LIEUTENANT COMMANDER, W. S. N. R.

NIXON: -GRIFFIS
LIEUTENANT; AU, S,

1945

CLIFFORD 'HEMPHILL, JR.
LlEUTENAN_T COMMANDER, U. S, N. R,

J. F Rellly&Co.

«. Menibers .
New Yorlc Security Dealers Assn,

“FIRST COLONY. CORPORATION

Unde'rwrltew and’ Dzstnbutors of Investment Securities: H "‘jﬁo‘_n C. STRONG, JR.

| 40 Exch. PL, New York 5,' N, Y.
H © * HAnover 2-4785

. Bell System Teletype; NY 1-2480
| Private’ Wires'. to -Chicago & Los Angeles

Teletype NY 1-2425 -

70 Piné Street . < - x

New York 5, New: York
HAnover 2-7793

| ACTIVE MARKETS=——=——

Great Amencan lndustrles\
~ Common :

" United Drill & Tool
: 'B")
‘Kingan . Co. -
Common & Pfd,
Dayton ‘Malleable lron -:

Common

SIEGEL & CO.

89 Broadway, N.Y, 6. -~ DIgby 4-2370°
Teletype : NY.1-1942- '

Telephone Bond & Share

7% Preferred -

Class A

Associéted Tel. & Tel.

7% Preferred

Associated Tel. & Tel.

6% Preferred

JAMES M. TOOLAN & CO.

© 67 Wall Street, New York

Telephone HAnover 2-9335
Teletype NY 1-2630
s

!

Telephone Bond & Share ‘

| DECEMEER §, 1945,

LIEUTENANT COMMANDER, U.S. N. R,

FERRIS &

WA&H—INGTON BUILDING

FERRIS, EXNICIOS & CO., INC.

‘announcea change in name to

'COMPANY

n\com’onusn

. \VASHINGTON D. C.

Telephone Nltional 5924+
" Telétype WA-263 :

The Ofﬂcers and Dzrectors ‘of the-Corporation
will remain unchanged

JOHN W. MAHER

** ANNOUNCING THE FORMATION OF

'MAHER &' HULSEBOSCH

. As Brokers & Dealers in Ini{éstmént Securities

also ‘specializing" in )
Canadian & Domestic Mining Issues
With Offices At )
62 William Street, New York 5, N. Y.
WHiteh_all 4-2422 . -

GERARD F. HULSEBOSCH -

NEW YORK
Hagerstown, Md. "

December 3, 1945,

We are pleased

MR. FRANCIS E. KING, Jr.
has become cssocu:ted ‘with us in our

TRADING DEPARTMENT

STEINBROS &BOYCE

Established 1853
6 S. Colverr Street, Baltimore 2, Md:
Telephone Plaza 8400°

PHILADELPHIA
CumBerIund, Md.

MEMBERS OF NEW YORK STOCK EXCHANGE
and other leading exchanges

to announce that

LOUISVILLE
Woashington, D, C,

igitized for FRASER
[p://fraser stiouisfed.orgl_
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| Real Estate Securities

The action this week-by the Office of Price 'Administration
(OPA) in approving higher ceiling rents for a large apartment pro-
. jection will in all probability stimulate new construction. -

The case involved was a 114 apartment project to be erected m

" White Plains, New York, by R. M.

Dinsmore & Co., Inc. .

The new ceiling allowed by OPA ‘will* be shghtly less than 20%

_ higher than ceiling rents present- @
ly enjoyed by current buildings. - -

Estimates of the cost of new
construction - are about 35% to
:40% -higher than the cost of con-
:struction in 1941 4

{The 20% increase. in . income
should for.all, practical ~purposes
tcompensate for the . higher cost ‘of
sconstruction and. should ‘encour-
:-age new-building,

;. iNow - that many ‘real estate
ibonds .are .selling. near - par, we,
. »would - suggest: caution ‘in the’ se-
: tlection -of these securities in view
_tof the: probable . competition < of
inew- buildings ‘in the next few

3 syears ' 8 W

J‘ This applies mamly to resi-
dentlal properties-inasmuch as the
-insurance of a fixed income from
thxs typé of property is only sta-

i :bilized for “a short time (usually

,:1eases for. apartments .are made

: ifor a one or two-year duration).

iIn determining the stability of

. .income of an office or loft build-
ing; a different-yard stick-may be

'usec}.' (It'is not unusual for leases

REAL ESTATE
SECURITIES

anary Markets in:

Hotel St. George, 4'
' 165 Broadway, 4)4's

870 - 7th Ave. 4)%'s
(Park CQntl_-aI'Hotel)

| Savoy Plaza 3-6?5‘,"56
Beacon Hotel, 4's

W e o

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

40 EXCHANGE PL.,N.Y. Digby 4-4950

Bell Teletype NY [-953

TITLE COMPANY
CERTIFICATES

/ Ky :
BOUGHT - SOLD - QUOTED

|
Complete Statutu‘al lnformctlon'

L.J. GOLDWATER & CO. ||

-« Members New York Semmty Dealera As.m
‘39 Broadway :
y Ncw York 6, N. Y.
IIM :2-8970 - Teletype NY.1-1203

in.-this' type. of :property- to -be
made for as long as five years.in
advance.)

. We agaln wish to offer the
advice that in order to receive the
full benefit of the rise in the real
estate securities market, it- would
be desirable to select bonds which
carry ‘with them a share. in the
equxty aepresented by stock.

Several reorganizations are
st111 takmg place ‘because of - ex-
pmng mortgages and the mabll-
ity. ‘of ‘refinancing. 'Latest{ an-
nounced was 322—8th Avenue thls
week : i

)

Jas. Bumns Relurns |
to Harris, Upham .

Harris,. Upham & Co., 14 Wall
Street, New York City, members
of the New York Stock Exchange,
announce the return as a part-
ner - of . Lt. . Colonel James F.
Burns, Jr., recently released to in-
active- duty after a three-year
leave of absence from the firm. He
will be in charge of the Bond and
the Over - the - Counter depart-
mevits. Col. Burns is a former
pr031dent of the’ Association of

Stock Exchange Firms..

H. W. Byrme Rejoins
F. M. Mayer Staff

F.. M. Mayer, 30 Broad Street,
New York City, announces :that
Henry W. Byrne has been released

forces and is again assocxated with
him,

McCarley Forms Own Firm

ASHEVILLE, N..C.—John N.
McCarley, Jr. has formed McCar-
ley' & Co. with oifices at 2: Wall
Street to engage in the securities
business. Mr, McCarley, who was
on active ' duty with' the U. S.
Army Air Foreces from June 1942
until , September 1945, was. for-
merly with ‘MecAllister,. Smith &
Pate.

from active duty with the armed |

- u - ‘ . . g [ ‘
Commercial Bank Installment Credit Plans
» " By DR, CLYDE WILLIAM PHELPS
Department of Economics and Commerce . - -

University of Chattanooga

Dr. Phelps Recounts the Progress Made by Commercial Banks in Direct lnstallment

Financing Under the Influence and Aid of the American' Bankers Association.

De-

scribes Post-War Plans for Handling Installment Sales Paper, and Points Qut Advarit-
ages and Disadvantages of the Bank Credit Time Payment Plan, Whereby the Banks
Lend Direct to the Installment Buyer.  Tells of Syndicates of Local Banks for Cooper-
ative Handling of Installment Credits and the Bank-Agent Plan, Whereby Insurance
Agents Act for Banks, in Procuring Installment Paper.  -Shows Installment Financing
Is Being Extended to Payment of Hospital and Medical Bills and Concludes That Con-
sumer Loan Field Will Expand Enormously Wlth Consumers therally wammmg in

a Sea of Credit.

Commercxal banks and trus.
companies, ‘registered under Regu-

lation W in:1941 and" holdlng at -
Jeast i some consumer mstallment

paper:or

loans,: number.

about 12,586.

The- number

havmg con-*

sumer credit, .|

or perso_nal

Loan depart-+

ments .and’

actively ' “en-

gaging in

consumer in-

stallment . fi-

nance was

substantial 1y

smaller. :Ac-

cording to a

recent report,

based upon

over 11 thou- /-

sand . returns™: pr! C. Wm Phelps
from. a ‘ques-— -

tionnaire survey of more' than 14
thousand - banks;, "about . 10,600

banks will be actively engaged in

'the, commermal banks w1ll active«

'some ‘phase - of consume'? install<
ment-fihance after reconversion.:
It appears that. at Adeast 90%"

1y compéte in consumer’ install-
ment lending-in’ the: yéars -just |

-|-ahead.-as .-compared...-with-—-about

70% in  the . immediate prewqr
period.. -Banks ‘already’:in| 'the
field will attempt‘to extend lthenr
operations, because most of them
have -found~ it profxtable and
their . experience is expected to’
cause’ many other banks new to

1 the ‘business to participate. {In a

number of cases, the banks have
secured managers :of offices of

sales finance companies or small
Toan companies or officers of local
industrial banks and placed them
in charge of the banks’ new; con-
sumer credit departments. | !
The " number . of - commercial
banks planning to make consumer
installment loans is much larger
in all phases of this business than
(Continued on ‘page 2755) '

{

NSTA Notes

NATIONAL SECURITY TRADERS ASSOCIATION 2 ;
The Membership Committee of the  National : Security - Traders
Association for- 19451946 consists. of: R. J. Glas, Glas & Crane, New
Orleans, Chairman; Ewing T. Boles, The Ohio Company, Columbus,
Ohio; George Lestrange, Moocre, Leonard & :Lynch, Pittsburgh, Pa.;
Cecil W. Weathers, City Securities Corp.; Indianapolis, Ind.; Herbert

Pettey, Equitable Securities Corp.,

Nashville, Tenn.; W. R.

Jr., Sanders.& Newsom, Dallas, Texas; J. C. Phillips, Pacific North-
west Co., Seattle, Wash.; Ludwell A Strader, Scott Horner. & Mason,

Inc., Lynchburg, Va.

#41.Broad Street, New York-

SPEQIALISTS
in-
Real Estate Securltles

Since 1929

Sellgman, Lubetkm & Co. i

lncorporated
Members New York Securttz[ Dealers Associatiou

4 . *'HAnover: “2- 2100

Firm Teading Markets
_Broadway “Barclay. 2/56
- Broadway - Trinity 41/2763 ¥
165 Broadway Bldg. 4%/58
Wall & Beaver 41/2/51

J. S. Straus‘s & Co;

188 Montgomery St., San Francisco 4
Bell Teletype SF 61 & 62

: ,for your own orgamzatxon

and wholesale

]50 Broad\vay .

Tel. BArclay 7-2360

CO-OPERATION
_If you have a “dlstnbutlon" job .and want elther help v',' i
or someone else thh the. |
“know.how” to do the job, please:get in. touch with us. .. .
We .can place substantial blocks .of -good quality indus- = =~
+ trial or other preferred or common stocks both, at retaxl o

. AMOTT, BAKERl& Co

Incorporated

‘New York 7, N. Y..
Teletype NY 1.588

Firsl‘GaIifoinia' Adds
Lawrence, Others

LOS ANGELES, CALIF.—Wal-
ter E. Lawrence, "Thomas J. Ed-
wards, Donald W. Mansfield, and
Harrison E. Middleton have be-
come associated - with ‘the First
California Co., Incorporated, 650
South Spring Street. Mr. Lawrerice
was previously. with, Merrill
Lynch,” Pierce, Fenner ‘& *Béane;
and. Kaiser - & Co. ‘Mr.' Edwards
‘was with William A Lower & Co.;
-and - Mr.* Middleton :with': Hartley
Rogers & Company S

b ineenrse e, 4% |

ewsom, |

o Ilallgarlen Appomls
London nopresenlatwe

Hallgarten & Co., announce that

Hugo W. M. Fleury, who has been i

assocxated with! Helbert Wagg and -
Company, Ltd}, for over tweﬁty
years; has Jomed the firm as its
London * representatzve at 1 &2

Great Wmchester Street. oG

: BIDS
MADE ON OLD
UNEXCHANGED
SECURITIES
~OF

American;Locomotive Co.
e Brill Corp.
Chicago and North ‘West RR.'
Chieago and East Illinois RR.
Chicago Great Western Ry.
. Consolidated Film Industries:
. Consolidation Coal '
" Cuban Dominican Sugar
Des Moines and Ft. Dodge RR.
; Erie RR.
Iowa Central RR.
“Kelly Springfield Tire
- Lackawanna RR. of N. J.
- Manati Sugar Co.
Minneapolis and St. ‘Louis Ry.
" Mobile and Ohio RR. |
N. Y. Lackawanna and Western
- N. Y. Railways ~
Norfolk and Southern Ry.
- Raleigh and Cape Fear RR. .
Stndebaker Corp.”
Suffolk and Carolina RR. ; :
Wabash Ry.
Western Pacific RR. ~

>GUDE4 WINMILI. & Co.

Members New York Stock Ezchange |

o l_Wall St., New York 5, NoY.|
“Dlighy 470607 - ‘Teletype NY ;*85&

' i
1 AM PLEASED: TO

MR HENRY W BYRNE

HAS ‘BEEN - REL}:ASED F‘ROM ACTIVB DUT’Y W!TH THE
{ X e
ARMED FORCES AIND I’:n AGA‘I\I AFSOCIATED WITH ME
‘IN TEE" TRADING 'DFPARTMENT T

- F. M. MAYER -

30 BROAD STRLET NEW YORK .
’lelephone HAnovex 2-0322-
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igitized for FRASER
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‘The Wheeler Bill on Future
~ Railroad Reorgamzahons

) i © " By ELISHA M. FRIEDMAN

Consulting- 'Economist 'Suggests Amendments - to- Provxde That Junior | .

Bonds Be’ Convertible, Thus Reducing in Prosperous Years the Percent-

age of Debt to-Capitalization. -

:He Urges That Present Railroad. Reor-

. ganizations Be .Inciuded Under the Bill, Because So-Called Worthless

Stocks Have ‘Been:Showing Earnings: Up to: $40 per:Share, After Pay-
ing ‘Excess Profits. Taxes as High as $130 per. Share. .

Notes That-ICC

Now -Admits That It Is “Deeply Sympathetic With ‘Attempts to Allow

Present Stockholders®a Continuing Interest,”

and That ‘a. Federal Court

Cites “Injustice to Stockholders and Need for ‘Corréctive: Legislation.”
" He Approves Commissioner Miller’s.Suggestion to Give Old Stockholders

Deferred Stock ‘or Option Warrants.

{Mr. Friedman. Recommends Either

Amending the Wheeler Bill to Include Features of the Hobbs Bill, or

Else ‘Passing ‘the Hobbs ‘Bill First, to Prevent Wlpmg QOut Stocks Show-

mg High Earnings. -

I.
A measure to avoid railroad bankruptey in the future could be

hélpful The convertible bcnd should be the keystone of such finan='| *

cial reform, N
Convertible
bonds are ‘an
old device that
should beused !
in-a new and
“broader -way.
The ICCmight
decide . that
railroad bonds
must not ex-
ceed, say 33 to
40% of the,
total "capital-
ization. - Al1
junior ' bonds
above ‘this
limit should,
under S, 1253,
be refunded
into convert-,
ible - bonds.
The .conversion prices should be
staggered on a scale up, so as not to
be self-defeating. ‘When the stock
rises, the bonds would be convert-
ed into stock and would disappear.
Their fixed charges would - cease.
Such  bonds, with a speculative
option, could be easily sold. - The
stock would not be subject to any
strangling amortization = charges
and therefore could pay good di-

Elisha Friedmnn

Underwriter WANTED
by Investment Firm
Our client, a leading Pa-
cific -Coast Investment
Securities firm offers an
unusual opportunity . for
a thoroughly experienced
~underwriter . in - its' San
Francisco office.

Write fu“y‘ in confidence to .’

ALBERT FRANK-GUENTHER LAW, INC.
, 426 Russ Bldg.,” San Francisco 4, Cal,

New }ork—-BostonmPhlladelphh it
Chicago

11930. :

vidends, and be: attractive to ‘the’
investor and- be 'a' medium to’ fi-
nance expansion -and .improve-
ments.  If this method had been
in effect in-the 1920s, reorganiza-
tion, bankruptcy and receivership
probably could have been avoided
for most of the 19 major roads
now in the courts:

Stocks - which have been 'de-
clared worthless, sold above par

lor . 100. ‘At .these levels, convert-

ible “bonds -would “have ‘disap-
peared. Frisco'sold as high-as 102
and 135 in the years from 1925 to
St.. Louis South Western
sold as high as 115 and. 124 in. 1928
and 11929, = Rock Island sold as

high ‘as 116 to "125 between 1927 |!

and 1930. ° New. Haven -sold  as
high ‘as -129. to 132 in.1929. and
1930.

Therefore, the - 'Wheeler . Bill,
S. 1253, ‘should. be amended. so
that all bonds' above 33% to 40%
capitalization, be required to.be
convertible into ‘common stock.
Bonds should not be called in or-
der to avoid conversion,

The bill . should be ‘further|

amended .to prevent the wiping

out of common stock, This pro-|.
vision is doubly important in.view |

of the recent experiences of stock-
holders of railroadsin bankruptcy;
particularly since the courts. have

~ (Continued on page .2780)

WANTED

Man, banking experience or

credit- man - for ‘bank job.

Knowledge . “of " accounting
- ‘necessary. Good position and
" good opportunity in Connec-

ticut National Bank. Address :
‘Box. BC:-121, Commercial &

Financial Chronicle, 25 Park
~ Place, New York 8, N. Y.

MANAGER AND
‘CO-MANAGER
"WANTED - -

Large' New York Stock Ex- .
* change. firm —active in all
. security and commodity mar-
‘ ‘kets—has an' opening in its
: new mid-town . hotel ' office
for a Manager and Co-Man-
-ager.. All inquiries will be
- held strictly confidential.
Reply Box 10, Doremus &
i Co.,- Advertising Agents, 120
! Broadway, New York 5, N.Y..

Trader 'Available

. Fourteen. years’ experjence bends
and stocks; would li to locate
with dealer house, list¢d securities
preferred. Box M126, ommercial
& Financial Chronicle, .25 Park
Place,-New York 8, N, Y.

A

itized for FRASER
.//fraser stiouisfed.org/

NEW BEDFORD RAYON “A”
Dividends

Yxald "About 7%
Description on.request :
Box R126 Commercial & Finaacial Chron-
iclé, 25 Park Place, New York 8, N. Y.

-OFFICE WANTED
By -N.A.S.D.. member (Retailer)
preferred with a  trading = firm.
Box WB1129, Commercial & Fi-
mnauncial Chronicle, 25 Park Place,
New. York 8, N. Y. .

‘TRADER

Desires to make connection to
give service and execute orders
in Over-the-Counter Securities,
Box M 127, Commercial & Fi-
nancial Chronicle, 25 Parkl'lace,
New York 8, N Y.

|Raw ‘Material Supphes

. And Prospenty

By WILLIAM L. BATT*

v. s. Memben, Combined Raw Material Board

U. S. Depuly Member, Combmed Production and Resourees, Board ;

Mr.. Batt in Pomtmg Out. Our Present and Future Raw Materials Posi-
tion and Our Need for Foreign Supplies, Calls Attention to Lack of o«
operation in-International Field to Facilitate Trade
and-Alleviate Dangerous Uncertainties. Warns That
We May Find Ourselves in Same Position'as Britain
if 'We Follow' Practices That Hampet Production-
and ‘Incentives to Capital Investment for Reducing

Manufacturing Costs.

Scores Movement for Ex-

cessive Wages and Says We, Like Most Other Coun-

tries,

World Trade.

Are Concerned With Expanded Two-Way
Says ‘American  Management ' Has
| Been Willing to Provide Better Facilities for Lower- &

Cost . Production and Praises American. ‘Workers’

Technical Skill.

It seems unlikely that one of the two preced-

lhg speakers will not have made some reference
to that cataclysmic contribution of technology to
world politics and -economics—the atomic bomb. -

It does'not seem to me to be an overstatement

that never before in the history of mankind has -
technology brought forth so dramatlc a challenge
of ‘man:-never before has: man’s<

useful accumulation of knowledge,
painfully acquired over . the cen-

turies,” been -so gravely ' ‘endan-
gered as it is today, " These things
about which®we aré talking to-
day - seemed -important; “and ' in=

ARTSYILLL®
®

llllil"l.
’ TALLADEGR

- winweenau - ®

ALA BAMA

ooy
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" W. L. Batt
to the intelligence

_deed vital to- us, -

BLCATUR -+ gapsgin '\uu Tawe
ATLANTA OI"! 3,

ouremanst D

GEORGIA®
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a few short

months ago, - Today they seem to

me almost tr1v1al and inconse- |

quential:-

-Yet hope springs eternal: God
grant that world wisdom may be
found to remove this menace and

@ gaannng

QUOULTRIE

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

FLORIDA

7y

et

agam pemut men to consxder, m,
comparative safety:at!least, sub-
jects like these assigned o~ me:

that have been, and may still be,

of more than passing significance.
(It has,been my rare privilege:

-| through this~period - of - national

emergency to work. in the area of
materials and production for de--
fense and war, -and $or.-much of .
that time in the ' international. .
field. The inter-dependence of .
nations on each other, the degree

to. which the assects of one ‘were
the. liabilities of another, was

| borne ‘in on. all of us from day .

to. day. Successful war could not
have been.waged by any one of
these - United . Nations -alone:  to-"
gether they assembled a mighty:

1 force- for freedom.. As -a result .

of this extraordinary experience,
I have gained a special respect °
for raw materials -and our de- )
pendence on them.

*An address by Mr., Batt be-
fore the Society for the Advance-
ment of Management, New York ;
City, Nov. 30, 1945.

(Contmued on page 2782)

S‘CHENLEY UISTILLERS CORPORATION

NOTE-—From timetotime, in this space,
there will appear an advertisement which
we hope wzlf be of interest to our fellow
‘Americans. Thisisnumber 109 of aseries.

SCHENLEY DISTILLERS CORP.

A New Life-Saver!
By MARK MERIT

- At Schenley Laboratories, Inc., one
of our subsidiaries, a new thrill al-
ways awaits one. The most recent  :
one must be'labeled AA-1. It be-
longsin thesame category withthe
thrill we experienced when we saw' -
our ‘*men in white’’ labor, heedless
of clocks or watches, to developa !
process for' the' mass scale pro- -
duction of Penicilkin-Schenley. And
now there’s a hew wonder drug,
just around the corner, which suc-
cessfully combats certain germs
which Penicillin and other previ-
ously known drugs, failed to de- *
stroy. Its name is Streptomycin. .

You’ve heard the story of Peni-
cillin.' Its discovery was probably -
the most  impertant ‘‘accident” -
that ‘ever occurred. But'the dis- '
covery -of Streptomycm was not
accidental. Dr. Selman A. Waks- :
man ofRutgersUmvers:ty,searched :
for it——and found it! :

We haven't the {space- to tell ‘you .
the whole story but we can reiter-. .
ate more than a well-founded hope
that Streptomycin is a weapon to
battle, and to destroy, a number of
di "of man, against which

; \7
20 PINE STREET
NEW YORK 5

INI:lUiRlES; INVITED
ALL ISSUES - » :
HAWAIIAN SEGURlTIES

KAISER & l'.‘.n

| MEMBERS -
NEW YORK §TOCK E3CHANGE
NEW YORK CURB EXCH .NGE
SAN FRANCISCO STOCK EXCHANGE - 1500 Russ au I LDING

* SAN FRANCISCO 4

wr, %y

T
I - &
NY¥|1-1288

‘ Speciai Memorandum Available:

United Artists ‘Theat-re Circuit

WaRrD & Co.
Est. 1926 ]
Members N. Y. Security Dealers Ass’'n

120 BROADWAY, NEW YORK 5

Telephdne:
RE. 2-8700

i

other  products have = heretofore :
proven fruitless. ‘

. So far, our researchers are mak- -’
ing it only in very small quantities,
which are distributed 1o a few med-
ical scientists for use in carefully -
selected cases. But these ‘““men in
white” are working diligently and
zealously in our laboratories, as
are other scientists in other labora- -
tories, to develop:a. process for .
quantity manufacture of Strep-
:tomyecin so thatit will be available,
eventually, for the treatment of
‘thousands of patients. -

- The late war against the destroy--
'ers of human liberty is over. In
many lands today, doves are be- -
ginning to fly where vultures flew
before:. ‘But the 'battle of the
scientists goes on—and the wuni-
forms of the battlers are different.
Their coats are white instead of
olive drab or blue.

These men are helping to win the
peace!

FREE—Send a postcard or letter to
MARK MERIT OF SCHENLEY DISTILLERS
CORP., 35J Fifth Aveq N. Y. 1,N. Y.,
and you will receive a booklet cuntazn—
ing reprints of earlier artictes on various
subjects in this series.

G s 5, i, .



THE COMMERCIAL & FINANCIAL CHRONICLE

AN BRSSO AN .1 2

Thursday, Décember 6,195 .

»

Trading Markets i\i‘n
Bunte Bros.
Ce,‘ntral Electric & Gas
" Nu Enamel

Ray-O-Vac

C L. Schmidt & Co.

Established 1922
120 South La Salle Street
CHICAGO 3

"Tel. Randolph 6960 ' Tele. CG 271

CARTER H CORBREY&CO

Member, National Association
* of Securities Dealers '

Wholesale Distributors
Middle West — Pacific Coast

For

UNDERWRITERS

SECONDARY MARKET
% DISTRIBUTION "~

CHICAGO 3 = LOS ANGELES 13
135 LaSalleSt. © 650 S. Spring St.
State 6502 €699 Michi Ijan 2181

Consolidated Gas
~ Utilities Corp.-
‘The Chicago Corp.

Circular on Request

HICKS & PRICE

‘Members Priricipal Stock Eschahges
’ Chicago Board of Trade

" Randolph '5686—CG 972

1 Amott, . Baker. & Co., Inc..
L Broadway, New York 7. NS

231 S0. LA SALLE ST, CHICAGO 4

~New York Office = 1 Wall St

N

;"The George W. Borg Corp.
" #Burton-Dixie’ Corp.; Com.
Centrnl Steel &. Wn-e, Com.
‘Globe Steel Tubes Co., Com.
{«*Wells-Gardner & Co., Com. '
-~ eprospectus Available on Request.

Established 1916
Members Principal Stock Exchanges
Chicago Board of Trade

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

lndnanapohs, Ind. - Rockford, 111,
Cleveland, Ohio

Pal H.Davis & 6o,

Central Coal & Coke
' Corporation

Four Wheel Drive
Auto Company.

Howard Aircraft
Corporation

COMSTOCK & Co.

. CHICAGO 4

231 So. La Salle St. * - Dearborn 1501
Teletype CG 257

SREERENNS SINCE 1903 ERNRIRENE

| Frep. W. Fainman Co.

Members
Chicago Stock Exchangs
Chicago Board of Trade

Midland Utilities
- Midland Realization -
Write For M-3—
A study of Midland Utilities

208 SOUTH LA SALLE ST.

-CHICAGO"4, ILLINOIS
Telephone Randolph 4068
Direct Private Wire to New York

Dealer-Broker Investment
Recommendatwns and Literature::

It is understood that the fmm mentioned will be pleased
. to send *mteresred parties the following liter atwc

Air Transportatlon — Pamphlet
reporting ~ on the: outlook for
Alaska Air Lines, Inc.;"All Amer-
ican Aviation, Inc.; Amerlcan Ex-~
port - Airlines, Inc, Chicago . &

‘ental Air. Lines, Inc.; % Delta Air
Corporation; Expreso Aereo Inter-
Americano, A;v Inland  Air
Lines, Inc.;. Mid-Continent Air
Lines, Inc.; and Taca-Airways, S.
A——Troster, Currie & Summers, |
74 Trinity Place, :New York 3,
N. Y.

of price trends, national income,
federal debt, business activity, ete.
__Hannaford & Talbot; 519 Cali-
fornia  Street, San Francxsco 4,
Calif,

Ready reference table giving com-

pany,  Mississippl
Bmldmg, St. LOUlS 2; Mo

New England Companv——An-
alysis of company established in
1862 ‘on which there are arrears
on the' 5% $100 par preferred
stock of $67.50 and interesting re-
¢ent earnings range per . share
after taxes—ask for analysis M..C.

P—Raymond & Co., 148 State
Street, Boston 9 Mass

Philadelphia Transpo rtation—
Highlights of current situation-—
150
Wall Street Commentator——Dx-

nancxal markets of North America,
with reviews and analyses of spe-

‘| eific situations appearing to offer.
| éxceptional
| profit possibilities — Bennett,

investment

Spanier &  Co., Inc., 105 S La

g ¢ Salle Street, Cmcago 3 111

1« Ameri¢an Bantam Car Co. —

New report and comment—Knee-
land & Co., Board of Trade Build-
ing, Chlcago 4, 111 .

American Forging and Socket—
Circular—De : Young, Larson &
Tornga, Grand Rapids National
1l%/[ank Building, Grand Raplds 2.

ich

—Adams & Co., 231 South La Salle
Street, Chicago 4, I11. i

Arﬂen Farms—Late analysis—

. also memoranda on' United Light

& Railways and Queensborough
Gas & Electric Co. 6% preferred—
New York Hanseatic Corporation,
120 Broadway, New. York 5, N. Y.

Automatic Signal—Circular—17.
F. Reilly & Co., 40 Exchange
Place, New York 5, N.'Y, .

Also available are circulars on
Dri-Steam - Produc¢ts, Clyde' Por-
celain, International Detrola, Ma-
jestic Radio & Television,

Boston & Maine Railroad-—cir-
cular—Adams & Peck, 63 Wall
Street, New York 5,-N. Y

Southern Air. Lines, Inc.; Contin=- |:

Business Booms and Depressions |
-—Since 1775-—Comparative chart

Insurance and Bank Stocks——\

parative figures—White & Com-|
Valley - Trust |

‘| report — Mercier,

gest of current events in the fi-|,

and/or |

American Service Co.—‘Clrcular‘

‘Chicago Railway Equipment Co.
——Analysis ‘of high leverage €om-
mon  stock—Sills, Minton & 'Cos,
Inc., 209 South La Salle St., Chl-
cago 4, 1N,

Consolldated Cement Corﬂ
Class A—Bulletin on 1ecem de-
velopments—Lerner . ‘& 'Co., 10
Post Office - Square, Boston .9,
Mass. z

Also avallable are clrculars ‘on
Central Iron & Steel, Oregon Port-
land Cement.

‘Consdlidated Gas Utllltnes ahd'
The  Chicago 'Corp.~Circulars—{’
| Hicks & Price, 231 South La Salle'
5treet Chxcago 4, 111.

Consohdated Rock Products Co
—Special ‘report—Maxwell, Mar-
shall & Co.,” 647 South Sprmg
Street, Los Angeles 14, Calif. ' =

Dayton: - Malleable Tron: Co.—
Study of ‘outlook and speculative

possibilities: for -appreciation for|

this company-—Ward - & Co.; 120
Broadway, New York 5, N. Y. Also
available are late memoranda on:
i 'Great’ American Industries;
‘Alabama Mills, Inc.; -American.:
Hardware; Douglas Shoe; TACA
Airways; . American - Window

Glass; - Michigan = Chemical;’
Lawrence Port. Cement; Ox-"
Ford Paper; United Artists Thea-:
tel; Circuit; and Purolator P(od- ¥
ucts.:

Inc. — Recent |}
McDowell -« &
Dolphyn, Buhl Bulldmg, Detrolt
26, ‘Mich, :

Also available; a- report on
Sheller Manufactunng Corp.

‘Electromaster

: F

F arréll-Birmingham Co.—%
Apalysis—W..J. Banigan & Co.; 50
Broadway,: New York 4 N Yivn

Franklm County Coal—Anal‘
ysis of '.condition -and  post-war |
p‘rospects—F. “H.* Koller~ & Co*
[nc.i{: 111 Broadway, New. »Yorl;v 6

Gro Cord Rub b er-— Recent
analysis—Caswell &~ Co.,
[Slclmth ‘La Salle Street Chlcago 3.

Hajoca Corp ——Clrcular on in-
teresting possxbllltles——Holt Rose
& Troster, 74 Trinity Place, New
York 6, N.Y. o

Also available is a memorandum
on Thermatomic Carbon: Co.;-Red |’
Rock Bottlers, and a new analy51s
of Panama Coca-Cola.

Johnson Automatlcs — Descrlp-
tive memorandum on low-priced
building’stock—Du Pont, Homsey
Co.,  Shawmut  Bank Buil mg
Boston 9, Mass. " /i =

Kendall Company—Descrlptwe
circtilar—Seligman, - Lubetkin - &
Co.,’41 Broad Street, New York 4,
New York.

Also detailed c1rculars on Fash-
ion Park, Shatterproof Glass, and
Wellman ' Engineering Co.;' and
reports ‘on - practically ‘all - Real
Estate issues in New York City.

Telephone State 8711 -

Bell System CG 5637

New York Philadelphia

—We M aiﬁtoin Actio'e Markets Thois

CHICAGO SO. SHORE & SO. BEND RR. Com.
" DEEP ROCK OIL CORP. Com.

NORTHERN STATES POWER CO. 6 & 7 Pids.

H. M. Byllesby. and Company :

Incorporated -

135 So. La Salle Street, Chicago 3 ~ -

ey

Teletype CG 273
Pittsburgh Minneapolis

| Troster, ‘Currie’’ &: Summers,

120 | N

{mounced. " Mr.

o Le Roi Cnmpany~—-Study of
‘ommon’ stock as a-sound specu-
ative. . purchase — First Colony
Corporition; 70 Piné Street; New
YOrk 5, Nu. Y,

Also avallable are’ studxes “of
Plttsburgh Railways, Simplicity:
Pattern Co.; Inc and Locomotlve
Fnebox T

Magnavox Companv——Report—‘
Cruttenden: & Co., 209 South La
Salle Street Chxcago 4 Ill

Mldl'md Realizatxon and ‘Mid- -
land Utilities .Common —- Revised
bulletm——-Doyle O’Connor; & Co..
Itic., 135 South.'La Salle Street
Chlcago 3 Ill R

The Mxller Wohl
Incr—cn*cular ‘onthis operator of
a chain: of “retail stores selling

dren’s ‘apparel—Hardy & Co.; 30
Broad Street New York 4 N Yi

Monroé ‘Auto Equlpment Com-
,fmny——Report on: the: outlook«
74
Tmmty Place, New York 6, N. Y.
3 National Radiator ' Co.——Anal-.
gsis, for dealers only—@. E. Un-

‘| terberg & Co., 81 Broadway, Nev

York 6, N Vi

& New England Lime Co ——Bnei
study . of - Teverage possibilities—
Dayton Haigney &.Co.; 75 Federal
Street Boston 10, Mass

New England Pubhc Servwe Co
LrMemorandum —— DanielF. Rice
g{nd Company, :14 Wall- Street,
; ew York 5. N. Y !

i) Northern Engineerlng Works—
Cireular—=Amios. Treat & Co:, 40
Wall Street New York 5, N. Y.

i Redas Pamp — Memorandum——
Buckley - Brothers, - 1529, - Walnut
Street, Philadelpha 2. Pa.i>

Also memoranda. “on’Bowser,
inc and Midland Utxllties

3t Rudolph Wurlltzer Company—

Earhiings . -outlook and’ financial
position—Scheérck, Richter - Com-
pany; Landreth Bulldlng, St. Louis
2, Mo »

Schenley Dlﬁtillers Corporatlol
|~ Brochure of -articles .they have
been ‘running ‘in: the Chronicle-.
write to-Mark* Merii, in.care o
. [Schenley = Distillers Corporation -
350 Fifth "Avenue; -New : York ]

. . *

. Stokely-Van Camp, Inc.—Study
of. current situation and.structure
—Penington,. Colket & Co., 70
Pine Street, New: York 5, N. Y.
Also’ break-up values of United
‘Gas Imprevement Corporation.

- Te~as Utility Company—Analy-

sis—Rauscher, Pierce & Co, Inc..
Mercantile Bank Building, Dallas
1, Texas. .

Wellman Engineering Co.—cirr

cular==Simons. Linburn & Co.; 28
Broad Street, New York 4, N Y

Andrews Associated
With Brailsford Go.

CHICAGO, ILL.—Clyde H. An-

Brailsford & Co., 208 South La
Salle  -Street, members of the

Chicago Stock Exchange, it is an-
Andrews was re-
cently w1th Sincere & Co. and in
‘previous years was executive vice
president of McGraw: & Co.

. James Ahern Dead
- James M/ Ahern, manager of the
trading department of Glore, For-
gan & Co., 135 South La Salle
Street, was killed when he was
struck by a taxicab on Nov. 27.
Mr. Ahern’ had been associated
with the firm’s New York office

for a number of Yyears, prior to
going to Chicago.

Comﬁany, ;

popular-pnced women’s and chil-"

drews has become associated with |-

Formed in New York

fo) mation of Maher & Hulsebosch
with offlces at 62 William Street,
g ew Yor k

w City; to.act'as’

brokers. and

 dealers in- in<’
‘vestment se-"
curities, also .

specxalizmg in

Canadian-and
"'domestic tnhin- "

ting 1ssues,
Partners ‘areé’

V‘John Wo Ma«

Hulsebosch *

was formerly
R a partner m

‘Hawkes &.Co.,
‘prior thereto

he wa s man=,
‘ager’ o fv thel
tradmg department for Hunter &
Co., ~was, principal of :Dimbel; }
Hulsebosch & Co. and production.:
manager for Gruntal & Co. In the |
past he was with Edward A Pur-"
icell & ‘Co. and F. L: Salomon* &
Co. Mr. Maher- has specialized in?
mining securities for twenty-five:
yeax:gsz, and was recently with Hun="
ter

Donald Young P l}o.
Opens in New York

Donald Young & Co.; 40 Ex—

Gerard F; Hulsebosd\

1

to conduct an mvestment secunty v
business.. - Principles  of - the . firm:
are  Captain’ Donald; Youm1 and |
Harrv K. Greenfield. ‘

- Captain: . Young .is ‘on:terminal .
leave - from  the- - United: States:
Army, having served three years.
with ‘the Eighth = Air: Force - in.

‘| England. - Prior - thereto: he was

with -J.-R. Williston &  Co, -
Greenfield “was formelly w1th
Luekhurst & Co..

. -Associated. w;th the new flrm xs
Herbert - Lax in ' charge. of s the:
Trading Dept. ‘Mr, Lax has been*
for the last eight years thh Luck-
hmst & Co : 4

Luke H. Rooe & Go lo
Be Formed; NYSE Flrm.-‘

Luke H. Rose ‘and RobertJ.}
Jacobson,  both: members: of. the‘
New. York: Stock Exchange, will!

offices at 39 Broadway, New York
ity, as of Dec. 7. Mr, Rose in the
ast was.” principal of ' Luke :H.:
| Bose ' & 'Company. Mr. Jacobson :
was a partner in Benjamin Jacob-‘.
son & Co. ‘

‘ Diamond Turk Co. Admitsrj

Pine Street, New. York City, mem-~:
bers of the New York Curb Ex-.
change, admitted W.. T. Wueste-"
hiibe 16 partnership Dec. 1. Mr.:
Wuestehube, a Curb member; has:
been active -as - an  individual.
broker, ‘

. Valentine Rejoins Firm
CHICAGO, 'ILL,--Lit. Com-_
mander John W, Valentine " has
‘been released from: service and’
has rejoined Harris, Hall & Com-~;
pany, 111:West Monroe Street, as’
Vice-President and Director:

- Kenyon Is Slayton V.-P

CHICAGO, ILL.— Robert E ]
Kenyon has become sssociated
with Slayton and Company, 135.
South. La Salle Street as Vlce--
Pxesulent

Cant. F. Channer Back

CHICAGO,  ILL.—Capt.. Fred-:
erick ' W. Channer has resumed"
his " duties “with Channer ‘Secur-,
ities. Company, 39 South La Saller.
Stleet

form Luke H. Rose & Co. with

Maher & Hulsehosch

Announcement “is-‘made’ of ‘the . .

i

bosch. Mr.» ' |

Co g J‘,"

change Place, was formed Dec.'1;+ -

. Diamond, Turk & Company, 30; -
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Prospechve Cost of Govemmenl in|

Umted States During 1947- 1951

: ; "By A 8. POUCHOT
BNl TENCE Comptroller, Lee Rubber and Tire Corporation T

Corporahon Financial Executive 'Appraises  the - Prospective - Costs of |

= Goyernment and the Resulting Drain on the National Productivity. Pre-|.
" dicts a Continuing. Upward Trend in Federal Outlays Which, at 25%

of the Annual National Income, Cannot Be Extracted From a Flourish-

mg Economic Body, He Lists the Probable Military Costs, ihe ‘Interest |

‘o the Public- Debt; Unemployment Relief, ‘Aids:to Agriculture, Public .
o a0 o 3 - the securities 1ndustry by the Securities and Exchange Com-

vaSSlOH were a permanent feature that had come to stay.

‘Works, Veterans’ Benefitz,”and World Rehabxhtatmn, Whose 1947:1951°
; Total He Estimates as. Averagmg About $34 Billion Annually.-
J wise  Predicts Increases in Local: Government : Expenses. .. Avers That |.

_ Historically the U, S. Is Pursuing a Fiscal Course in the Classical Fashiog.

/ of Those Nations Embracing Monetary Troubles of a Severe’ Nnture.

‘existing conditions. :

i He Liker | !

L« The end of the active hostilities- in the’ second- ‘great world war

cannot but ralse much speculatlon on the ‘cost of ~government, and

“the conse-
* quent . taxa- ' j
.tion "~ to. sup--
port such cost’. §
ofrgovern-.
ment.
{ There exists
a 'general ex-
- pectancy .of
/" great’ govern-:
- mental " actiy-:
.dties in .all,
. present do-
¢ mains.;and,
T even’ extend-:
; edones There .
- are expressed ;.,
opxmons for -
great ! rarmed - §
forces, alarge
army at home -
and in' garri- -
* sons ~abroad,: compulsory general
.militarys "conscription - of  all
youths, alarge ~and < powerful
. navy, « fortified -~ strategic - bases
neatly- disposed. about.. the entire
world. " There is an agreed inten-

A.’S. Pouchot

. tion to provide all with. work or|

relief, to secure, insure and assure

; the common .wellbeing by meas-

ures and ' proposals . which flood

7 magazines and journals in a com-

mon vein: of ‘governmental invo-

gation to multitudinous ' tasks

- which involve outlays of large
sums of money.

' Yet with all this widening of the

i 'streams of goveritmental flow and

all this rise of governmental costs

there ‘is ‘an’ expectancy of: great

decline in’taxation now that the|

actual noise of battle has subsided.

A revenue of $15 to $22 billions

- for normal -years is assigned as'a
. proper -need for the Federal Gov~
.ernment; lately this has been in-
. creased in some quarters to $25
" billions.
oo Itis thus most, fitting and inter-
" esting to appraise the prospective
“wcosts of government in the years
just ahead to ascertain the prob-
able levels that may be expected
and what drain upon the produc-
tivity. of the country such gov-
ernmental expenses are likely to
entail.
For, having reached expendi-
- tures -of :$105 -billions per annum
‘for the Federal Government and
nearly $10 -billiens- for State and
Jocal government, it is most” evi-
dent that a a reduction. to.$20 bil-
lions. for national and less than
$10 billions for State and local
government ‘will involve a tre-
mendous exercise of compressing
power,

] thereafter has bee

The Trend of Govemmental Costs

‘ The.cost of govemment in’ th
United ~“States has been” one *of:

mountmg proportions. tothe ~na =

tional income and at: acceleratmg
speed: The Kings of England im

.| posed: such- costs as to-take 2% of

the then national iincome and’ the
early -Republic could ydo 1o *less,
despite the incidence . of taxation

being one of the cayses of confliet. | . ;
"| By- 1860 the: cost of : government

was still- less:than’ 5% ‘of 'the.n
tional.income ‘and in: 1913"it" was
still “only “5.9%: . The®
* ab"lipt,
deed ¢
-The preeent spendlng of 1§

bllhons per year by:the. national |

government and abpve $9- billions
by the State and local governments
is some :70%  of the-national in-
come of $165 bxlhons

With: a* return’, to
hopedfor: 1iormal: spendmg of $20
‘billions ' by -the :national govern-
ment. and, say, . $10° billions" by
other’ gov<=rnment the . total; cost
of $30 billions would be some 25%
of an annual national, income of
$120  billicns and 20% of‘an* m—
come of $150 billions.” 7,

It may be said here thaf ‘gov-
ernmental costs of 25% of the na-
tional income, in the present pro-
ductivity of “men, is -above 'the
margin -which can . be : extracted
from ‘the -economic body and still
leave the body to flourish, - For it
is dupious jf this point of ‘assured
well-being will permit much above
15% to 18%: being drained:away.

from the income ‘in governmental |’

costs over an.extended-term .of
30.to 40 years.. The limits of.taxz
ation . for .a ten-year:period .are

probably. not above 22% 1o 25%,

with considerable decline 'in:the
national ‘economybecoming like-

wise apparent by the .end -of such

decade.

Certainly, thérefore, even -the
lowest levels from the expressions
of greatest hope-in the prospect of
goyvernmental costs come-.close to
trammelling up the.consequences
and to catch success of an:uncer-
tain quahty

Yet it is to be seen that the ex-
presswn of government has been
of : rising - activities - and’ surging
costs throughout and that'for 15
years it ‘has-not met the costs
through taxation. Of.late yearsiit
has had deficits by a-great mar-
gin.

To meet the costs of “the war,
reaching $105 billions a year, the
national —government ‘- collected

(Continued on page 2786) !

Surrendered Llhexhes

(Continued from page 2699) .

number more than a few .who, in the first mstance were

xesponsxb]e for its passage.
The: Securities. Acts now “in force are reminiscent of

' Lhese general plans. .

When they came. mto bemg we were led to believe that
they Wwere purely emergency.measyres to cope with the then
We venture to say that there are mul-
titudes of us who neyer dreamed that the progressive re-
straints, which, from time to time, were being imposed upon

‘We expected, and we had a- right.to expect, that when
the alleged emergency would be over, some controls would
be wholly remoyed, and others considerably relaxed: |

Instead there has been an unabated reaching out for
aAddltlonal power in ‘which the highlight was the Maloney

ete s,
" Now the Securltles and! Exchange Commission can use

'.and does use the National Association of Securities Dealers

o.pulliits chestnuts out of the fire, and then, without makin
any, public disclosure of these interlocking - activities, the

former . ostensibly sits in 1mpart1al review, on occasions, of!
the acts_of the latter, whlch acts may in fact be the acts of |
the'former as well,

Are we being fair? Weé have but to be reminded that'
when openly challenged on the “5% spread interpretation,”:
the Commission took refuge in s11ence When it was sugr

“increase :gésted that the Commission had a hand in the formulation

of the; recent NASD by-law amendments, again no declarar
1'of the facts could be obtained from the Commission. - |}

-~ We have the strongest feeling that a legislative investi-
gatxon of the coeyal activities of both these regulatory bodies

would make it plain that this persistent silence where there
is a duty to speak, is caused by machinations whxch are pur,‘ )
wposely being screened from pubhc view. ‘

The occasmns have been numerous upon whlch we have
descnbed the piece-meal annihilation. of trade custom-and
usage through so-called rule making powers, despite the fact
that these regulatory bodies are not authorized to legislate,

To the reluctance to “stick one’s neck out,” to fear of

reprisals, we dscribe the fact that a much more mlhtant and.
courageous fight is not being made for freedom from many_

of these supernumerary controls.-

The most brazen invasion of free enterprise made to'
date was the recent NASD -amendments, . author1z1ng by-

laws which would' control “profits, commissions, and other

charges” and which require registration of salesmen, traders,-
g q -8 01O 5

ete.; ete.
At the rate that the fetters are being applled there is
no forecastmg where all this will end.

- With the terminatjon of the war emergency, we have

a rlght to look forward to the: government’s relaxing its par-
ticipation in business. -However, in the securities field, if
anything, the grasp of government is being increased rather
than relaxed. So much so, that each' day doing business
becomes more costly and more burdensome, characterized by
more reglstratlon, more reports, and more questlonnalres
Simplicity has ceased to be. )

The trend is ominous. .

The securities’ field may well become a forerunner of
equally onerous control in all other industries.

Safety can be purchased only by resistance. .

“’Militant leadership is the erying need of the hour.

" Qur forefathers knew how to “stick their necks . out.”
They opposed tyranny with courage. They were. the bene-
factors who gave rise to the free institutions formmg the
basis of our fame,

There is a tyrarmy presently pre51d1ng over the destinies
of dealers in securities.

Their liberties continue to fade.

||l Pacific-American
Investors, Inc.

~(A Leverage Trust) i

1

‘Me-mp?'"a‘n'dum on Request

KITCHEN & CO.
" 135 South La Salle Street
Chicago 3, Il
Tel. STAte 4950 - Tele, CG 573 7

WE 'ARE ACTIVE IN
" Galvin Mfg. Corp. |
Central Soya Co.
Long Bell Lumber
‘American Util. Service
Lear Inc.
Clearmg Machine: )
United Printers & Publishers :

— W —

HICKEY & CO.
Field Bldg., Chicago 3 '/
Randolph 8800 CG 1234-5
Direct wire ;e}New York *- '}

€ 4 1
Active. Trading Markets

"‘Amencan Service Co.
Preferred Chu A and Common .

R, Hoe & Co., Inc,

Commnn

Mlch Steel Casting Co
In'tersfate Aircraft .
& Engineering Corp.

Common
Fr

.~ .*Recent cxrculnr on request

ADAMS & CO.

t 231 South La Salle Street
Chicago 4, lllincis

Teletype CG 361 Phone State 0101

Ty

FINANCIAL
ADVERTISING

In All Its Branches
Plans P‘repared-—Confcrence Invited *

Albert. Frank - Guenther Law

Incorporated

131 Cedar Street New York 6,N. 7.

Telephone COrtlandt 7-5060
BostonVChicago Philadelphia San Francisco
LT AR (i}

ROBBINS

DEEP ROCK OIL
CHICAGO SOUTH SHORE & SOUTH BEND
FEDERAL WATER & GAS :

' DOYLE, O’CONNOR & CO

INCORPORATED

& MYERS

We are pleased to announce that

LESTER B, McELHINEY

bas joined our organization,
effective December 1.

&@EWE & CO.

+ Members- Griciigo-Stock Exchange

Macfadden Publications
Gisholt Machine

All Wisconsin [ssues

OLLEY, DAYTON & GERNON

Member—Chicago Stock Exchange
105 So. La Salle St., Chicago 3, Ill.
CG 262 Central 0780

135 SOUTH LA SALLE STREET
CHICAGO 3, ILLINOIS
Telephone: Dearborn 6161

Offices in Wisconsin
Eau Claire - Fond du Lac -~ La Crosse
Madison =~ Wausau

[

225 EAST MASON ST. - MlLWAUKEE,' (2), WIS.
PHONES—Daly 5392 Chicago: State 0933 Teletype MI 488

- mm o e e e e e mm e S e e e em M Y e e

Teletype CG 1200

1

)
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Midland Utilities
Reda' Pump: Company
. Bowser, Inc.

Memos on Request'

Members New York, Philadelphia and
Los Angeles Stock Exchanges
1520 ‘Walnut Street, Philadelphia 2
New York Los Angeles
Pittsburgh, Pa. Hagerstown, Md.
* N.Y. Telephone——WHltehall 3-72583 -
Private Wire System between
Philadelphia, New York and Los Anpom

-Philadelphia
Bank & Insurance
- Stocks ©

Philadelphia Transportation . Co.
' 3-6s 2039, Pfd. & Common .

Insurance Co. of North. America
; Stock »%’Righls :

H. N. NASH & CO.

-~ 1421 Chestnut Stmt. Philadelphia 2

P)ma Phone : New. York Phone

7 - . HAnover " 2-2280
Teletype PH 2567
SR

' GERSTLEY, SUNSTEIN & CO.

Inland Gas g

. »dst 6148 50 % Paid

Federal Water & Cas |

Commnn B

Iowa So Utllltles

Mld]and Utll_ltles g

Common

."'—

‘New ‘York Phone * Bell System Tel. :

213 So. Broad St., Philadelphia 7, Pa. l
WHitehall 4-2300 PHLA 591

Jamison Coal & Coke Co.
DeLong Hook & Eye Co. |
Beaver Coal Corp. 3
Jefferson coal Co.
Penn Traffic'
Pemberton Coal & Coke Co.
BOUGHT ~ SOLD == QUOTED

WM. W. FOGARTY & CO

Established 1919
Lafayette Building
PHILADELPHIA -6, PA.
Lombard 6400 Teletype PH 240

Dealer Inquxrles Inmted

Phlladelphia Co. common-
Botany Worsted Mills pfd. & A
Empire Steel Corp. com.
Pittsburgh Railways Co.

_ John Irving Shoe common
Warner Co. common
Wawaset Securities

H.M. Bylleabv & company:
I PHILADELPHIA OFFICE
Stock Exchange Bldg. Phila. 2

.Phone Rittenhouse 3717  Tele. PH 73

U.G.I. com

Pennsylvama Brevities

‘U. G. L to Exchange Portfolio Securities :

Directors of United Gas Improvement Co. have voted in favor

of .a plan to exchange certain portfolio. securities for outstanding

n:  Preliminary. discussions-have, taken place with the
staff of thé SEC, with whom ‘the plan will later be filed. ;

As presently contem:.plated, the offer  will consist. of a “bundle”

made 'up of U.G.I’s hoidings of American Water -Works & Elec’mc

Co. - common, Commonwealth &
Southern common, -Niagara Hud-
son Power second preferred. and
common - and - Public Service of
New “Jersey common.” The :plan
supersedes a less comprehensive
srogram considered last' summer
which involved an exchange of
securities only between U.G.L
and its parent, United Corp.-

It is proposed that holders of
U.G.I. commen may' exchange
their stock, in multiples of ten:
shares, for -a correspondmg
number of “bundles,” each com-
prised of one share American
‘Water Works & Electric, 12
shares Commonwealth &
Southern, -one -share Niagara.
Hudson -Power ‘2d preferred, 10
shares Niagara Hudson common
and one share Public Service of
‘New- Jersey. -At -present, - the
market price of the “bundle” ap-
.proximates the market price of
ten. shares  of VU.G.L Should
:there - be -any material market
-divergence 2t the time of con-
-summation, a cash adjustment
-may.be provided. 3
United . Gas -Improvement . in-
tends to retire the common’ shares
received  in exchange ‘when' and
if . the plan is- consummated.,

LA I

Pittsburgh Consolidation’ Coal Co.
'With: assets in excess -of -$100,-

about $29,000,000, * “the - newly
merged' Pittsburgh Consolidation
Coal Co. becomes the .nation’s
largest’ producer of bltumlnous
coal. -

L Formal, oxgamzatxon was . per-
fected last week. The Company’s.
15-man - board . of ‘ directors ‘is

.| headed - by: Chairman -Robert - C.

Hill and President George. H.
Love. Other officers. eleeted: A.
K. Oliver, Chairman of the" fi-
nance- committee; -James B. Mor-
row, First Vice-President; George
W. Kratz, Vice-President, and C.
E. Beachley, Secretary and Treas-
urer.

The company owns and operates’
43 mines .in. Pennsylvania,. West
Virginia' and Kentucky with ag-
Jregate reserves estimated to. be
in excess of .one and.a quarter
billion tons, Current production
is at the rate of 20,000,000 tons
annually. An additional 6,000,000
tons is produced by lessees. There
are 16,000 . employes.

Capital structure consists of an
suthorized issue of $20,000,000
ieb. 3lbs, 1965, of which about’
$14,500, 000 will be issued in ex-
change for stocks of the.old com-
panies. Stock consists of a single
~lass of common, par $1. Of the
2,320,000 shares authorized, 1,-
232, 000 will be presently out-
>tand1ng y

* * #
' Edward G. Budd Manufacturing
Company

of approximately- $108,000,000 in
unfilled orders, Edward G. Budd

ing forward to.an annual business

Fortified with a current backlog"

Co. management states it is ' look-

of about .$150,000,000 ' per year.
Operations for -the current year
are expected to gross about $75,
000,000, Terminatioon of ~war
contracts, . reconversion  factors
and strikes in the automobile in-
dustry have ‘tended to restrict
1945 results: However, shipments
of | automobile body assemblies
and parts for manufacturers other
than. General Motors and Ford

are expanding, as are production’|

of railroad -passenger cars -and
truck trailer bodies.

The company has actxvely en-|

tered into thé * designing: and
manufacture ol sleeping cars, or-
ders.for 24 ‘of which are in hand !
Construction of '402-railroad -pas-
senger cars is also. in progress. .
AE eI Sy
Phileo Corp.- -+ <t
According --.to: “Thomas - A.
Kennally, - Vice - President - in’
charge of ~sales, Philco Corp.
has “orders of “$110,000,000 for.
the 1946 line- of radio receivers,
. radio phonographs, refrigera-
tors, freezers and air condition-
ers. Distributors were asked to.
-limit ‘themselves - to ‘minimum:
quantities required and to take
orders for delivery: only up to;
June 30, 1946, Orders accepted:
for the first six months are-43%:

greater than for the entire year, |
- 1941 in -which -Philco- did--a' .
000,000 -and * working ‘capital “of |-

peak civilian bukiness of 577,-‘
073,636. -
B3 + =k'

Scranton Electric Co.. common
stock, : now. wholly owned . by
American Gas’ & Electric Co.,-is
expected .to. be -made- avallable to
the ‘public ' through' distribution
following competitive: bidding ih
accordance with the parent com-
pany’s divestment -plan. . -

. American Gas & Electric's hold-
ings of - Atlantic- City- Electric Co.
common. stock: will also be sold.
The - holding - company . will - be
permitted to retain its so-called
central properties which stretch
from West Virginia to Indiana

‘and Michigan, but-which are phy-

gically mturconnected
% # 3

Twenty-eight easternand cen-
tral Pennsylvania counties served
by ' the Pennsylvania Power &
Light Co. face a serious shutdowa
of power output as-the result of
a 3-union jurisdictional row. The
dispute involves an independent
union,-the Utility Workers Union
( CIO) and the United Mine Work-
ers. ‘The company states that it
cannot negotiate with any union
until a qualified bargaining agent
is designated. The NLRB has. or=

dered an election within 60 days!'

to determine which union shall be
SO desxgnated

S g :

Acting upon the petition of

eight  New ' York bondholders,

Judge Nelson MeVicar- has or-

dered an:examination into. the|

affairs of the Pittsburgh Railways
Co. system with particular refer-
ence to its - relationship - with
Philadelphia Company. The pe—
tmomnd secunty holders main-

Phila. Electric Co.
" Common Stock
$1.00 Preference
Bought;Sold;Quoted

Retail Distributors
UNLISTED
SECURITIES

Atlantic Ice Mig. Co. -

1st Gs Feb. 1945 C/Ds

Atlantlc Ice Mfg. Ce.

" Preferred

tain-that the obhgatxons of Pitts-
.} burgh - Railways and.its subsidi-
aries are, in fact, the obligations

of Philadelphia Company which.

owns all of Pittsburgh Railways
stock and a majority of the out-
standing securities, * They point
out that if the Philadelphia Com-~
pany ‘would subordinate its hold-
ings, a satisfactory reorganization
could be speedily effected. It has
been ordered that the Securities
& Exchange Commission and any
creditors of the debtor are to be
permitted to participate :in the
examination of w1tnesses

In pursuance of a plan of in- ‘
ternal ' simplification, _holders
of 96.79% of Wawaset Securities
preferred stock have agreed to
.exchange . their . holdings for
common.. Wawaset - Securities
owns slightly over 509, of. the
outstanding common stock ' of
Warner ‘Company, a Philadel-"
phia company producing and
- distributing - sand, ‘gravel, cen-
tral-mix. ‘concrete, -lime and
limestone products. The balance
of Wawaset preferred will prob-
ably be retired at an early date.
* Later -on, - it - is expected that
Wawaset - will. - distribute  its
- holdings of  Warner. common. to.
its stockholders’ and: dissolve. !
» & %

Philadelphia” & Western *Rail-

-way has been directed by Federal

Judge* Kirkpatrick to pay an ad-
ditional $11.50 . on - each  $1.000
principal of its "$2,627,000 - first
mortgage ‘bonds. ‘This . will bring
to $116 50. cash’ bondholders will
receive - in.. reorganization, plus

$300 in new: bonds’ and four shares,

of common 1
Tl %

. spectal <tockholders meetmg
has been called by .directors. of
Tradesmen’s: National: Bank &
Trust Co:, Phlladelphia, for Dec.
12 to vote on 'an increase in cap~
ital shares from 181,500 to 199,650.
If approved, dxrectors will declare

& 10%: stock dividend.:

Baier and Letford Are |
With Lewis . Dick Co.

PHILADELPHIA, - PA.
Clarke Baier and Richard S. Let-
ford have become connected with
Lewis - C. Dick Co., 1420 Walnut
Street. Mr. Bajer was formerly an
officer of A, T. McAllister Co,,
with which. Mr. Letford. was also
associated as cashier.

Major Boenning Returns

PHILADELPHIA, PA.— Major
Henry Boenning; son of the late
Henry D, Boenning, has been re-
leased from the Army and has re-
turned to his duties at Boenning
& Co., 1606 Walnut Street, mern-.
bers of the Philadelphia Stock
Exchange,

C.L Wallmgford al..
W. H. Bell & Co.

PHILADELPHIA, PA.—-W. H,
Bell &.Co,, 1500 Walnut Street;
announce the association thh .
them of Charles L. Wallmgford in
their ‘Trading . Department. Mr.
Walhngford for the past twenty«
one ' years 'has. been associated
with E, H, Rollins & Sons, Incor-
porated, in New York and Phila-
delphia.

Montgomery, Scott Go. .
To Admit G. A. Hardwick

" PHILADELPHIA, PA.— Mont- —
gomery, Scott ‘& ‘Co., ‘123. South
Broad:. Street, - members ‘of the
New York and Philadelphia Stock
Exchanges, will admit Gordaon ‘A.
Hardwick to partnershlp in the
firm as of Jan.

W.Jdo ﬂ?con'nor Wilh_
Paine, Webber Firm

PHILADELPHIA, PA.—William
J. O’Connor has: joined - Paine,
Webber; Jackson' & Curtis, Phila-
delphia National Bank Bu11d1ng,
as manager. of the tradmg de-
partment. 3 Y

George WI"IS 'l'radmg
For Atlan N. Young

- PHILADELPHIA, PA. —George'
Willis, ‘- absent' . from the | Street
during - the* war, “is . now: on the
tradmg desk._for Allan N, Young
& Co:, 225 South 15th Street, Mr.
Willis formerly. was:with: W. H
Bell & Co. -

Re]oms Gerstley, Sunstem
' PHILADELPHIA, PA ——William
Gerstley, 2d, has . returned from
the U, S. Army to rejoin Gerstley,
Sunstein & Co.; 213 South Broad
Street,  of which flrm he i'sga
member, i g s

Sehgman I.ubellun Go.
| Adds-Two to Staff

Seligman, Lubetkin & Co., Inc.,
41 Broad Street, New York City,
announce. that Irving J. Silverherz
and Jerome . Zuckerman - have
joined :their. organization. Mr,
Silverherz is" doing trad\ing and
research work. Mr. Zuckerman is
in the statistical department. Both
have just been discharged from
the armed forces. = = * i

Philadelphia Transporiation Gompany
' Cpﬁsolidated 3-6s dus 2039
he Curr‘en‘t‘b Market Yields Apévoximitely 6.25%

5¢% PARTICIPATING PREFERRED ($20.00: Par)
Current Market Yields approximately 6.909,

' COMMON (No Par) CURRENT DIVIDEND 80 CENTS
Current Market Yields Approxlmately 8.009,
Recent . Reglstrauon of a New Issue to Refund
$8,347,000° Par Value of Underlying Bonds wxll

materlally reduce interest charges. -

Circular on Request

STROUD & COMPANY

Incorporated -

123 SO..BROAD STREET 120 BROADWAY
PHILADELPHIA, PENNA. NEW YORK, N. Y.

- Allentown Pittsburgh Reading Scrantori Williamsport

E H Rollms & Sons

Incorporated .
Pennypacker 0100
1528 Walnut St., Philadelphia 2

New York Boston Chicago
San Francisco

1l LE¥S 6. DICK GO,

Allan N. Young & Co.:
Lewis Tower Bldg., 15th & Locust Sts.
Fhiladelphia 2, Pa. PENnypacker 1750

1420 Wzinut Street, Philadelphia 2
Tel. Pennypacker 1737 N.Y. Phone REctor 2-0037
Bell System Teletype PH 205

igitized for FRASER,
tp://fraser.stlouisfed.org/
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_Rev:smg the Holding Company Aet
By-HON, LYLE H. BOREN* . :
U. 8. Congressman from Oklahoma

Congressman Boren, Who Is Chairman of the House Sub- Committee on

the Securities and Exchange Commission of the Committee on Interstate
and Foreign Commerce, States That a Study Is Being Made 1o Revise

the Holding Company - Act.

Predicts -No Radical Changes, and Says

That Work: Will Be Done With* Caution and Reskramed by Judicious

Care. .

Contemplates Constructive Improvement,

“But Only .to the

Extent That Deliberate Care, Studlous Research, Cautlon 'and Wlsdom

Clearly Dictate,”

- Today on LaSalle Street in Chlcago the times are a far cry from
- the LaSalle Street of the old Board of Trade in -the’ era of “Old

Hutch,” “Dap-
per ' Billy,”’
and ' /the pic-
turesque ‘Ed

. Partridge, and’
Evervingham:. :
' The' abuses”
of the days of .
laissez. " faire .

c-are - not = en-
tirely “gone.

~Under restric-
tion and regu-
lation many of -
the old abuses
remain simply
wearing ' new
raiment.  The
wreng and
scm;ldal are’ ;
with us® still, Lyle H. Boren

but the old %

ern up-to-date ‘ones ' have - suc-

ceeded them. They differ no more

than milady’s .gown ‘of 1882 dif--

fers from her ‘beach suit of 1945,

‘In the old cdays it was’ Credit
Mobilier and ‘Teapot ‘Dome. To-
day-it is:“Swindle- Incorporated”
and the *nonprotit” corporation.

~-America - has ~approached: its
problems always with a ‘realiza-

‘tion that there’is heart'and brain’

enough' in America to meet and
solve them, -

‘When first we founded a Gov-

" ernment in this then new world,

we. recognized and announced the
simple and: evident truth that all
just ‘ powers - of . Government ~are
derived from the consent of: the
governed.

‘The tnst three words of the
Charter that constitutes the Amer-
ican philosophy ‘were —‘“We the
people”~~and’ the public interest
has:ever.been the yardstick:that
‘both defines.and: limits.each area
and boundary of every act of
Government.’

‘Out “of - the partxcular problems
of the public as investors thave
grown many -acts of Government.
Acts ‘that ‘have .been -altered. to
meet “the  tide of -circumstances,
the flight of -pregress, and-the de-
crepltude of oboslescence

‘It is to one of these, one of ‘the
great reform bills. of the decade of
the -“30s," that I address ‘myself.
I'speak of ‘the Holdmg Company
Act, It was, and is a-sound and
wholesome  law. : Experience " has
proven’it to be-one of the most
salutary of the reform era. '

“While- I claim: it to) be.in_its
fUndamental aspects - wise * ‘and
-sound, T do not hold it to'be a per-
fect mstrument( A product of
itimes and circumstances that ever
‘change'. and. alter; experien"ce' of

#An adchess by . Congressman
Boren before the Investors
©League, Chicago, Ill., -Nov. 29,
- 1945. ,'\‘; R

necessity’ tests and trys it and dis-
covers some elements of weakness
and perhaps some elements of
error. .,

To ., hold that .any- product of
human..minds,- however. great
those: minds mlght be, ‘has at-
tained a. permanent, perfectmn
free of fault or:frailty,:is an un-
tenable’ position. - I am sure the

. Securities  Exchange Commission

would not hold itself, like Ceasar’s

| wife, in every act above reproach,
‘| nor make a finding of perfection

for itself in all of its interpreta-
tions—if so, I herewith file a for-
mal disclaimer . to such a finding.
The Holding Company -Act
«The Congress in the form of the

h | Securities  Exchange Commission
swindles are out of style and mod-

subcommittee of the great Com-
mittee ‘on: Interstate and Forelgn
Commerce has decided to’ review
the - Holding = Company Act—to
study it in the light of its ‘opera-
lions—t0' examine it in‘ the light
of the realities of experience, We
are examining it carefully, judi-
ciously, without preconceptlon or
preJudlce Jii

We are not on a hunt for faults
to be found with the Act, and may
even be better satisfied with the
Act after this study. :We are mak-
ing a studious review of the Act.

‘It is fitting and our proper re-
sponsibility to do this.’

The Holding Company Act has
not been reviewed nor fevised in
the 10 years of its existence.  The

Interstate’ Comr:2rce Act was re-

viewed and revised 17 tlmes m its
flrst 10 years.’

' “All the major acts. of Congress
are properly frequently revised in
the light -of experience ‘and: to
meet. the ‘public “interest. 'Thus;
and -only thus, can we find the
path .of . justice” through all. the
winding - ways "of ‘error, malfeas-
ance, -or.-deceit,

! We have undertaken a task that
‘(Continued -on page 2785)

l\ T McAlhsler Is
Wiih Dixon & Go.

! PHILADELPHIA, PA. -~ 'Albert
T.. McAllister -has: become associ-
ated - with . Dixon.- & .. Co.,; 1411
Chestnut Street, members of the

New York 'Stock. Exchange. Mr.

McAllister -was. formerly head' of
A. T. McAllister ' Co.,.’which: has
been dissolved.

- V. F. Valdes Dead .

Victorio' Francisco "Valdes, who
at one time represented Salomon
Bros. ~& Hutzler . in° Philadelphia
but . more recently headed the real
estate firm of Valdes & Co., died
at his home Nov.:21. He was 53

PENNSYLVANIA

Philadelphia .
Rittenhouse 2580 '

MUNICIPAL BONDS

A WEBSTER DOUGHERTY & CO
=k Municipal: Bonds

1421 CHESTNUT STREET

T;ll;type .

NEW ]ERSEY

FHILADELPHIA 2
* New York

70 ... BOwling Green 9-8184

gltlzed for FRASER

Pennsylvama Municipals

.+ Few' in-number and small in size constitutes an apt description
of the .continuing nature of the Pennsylvania new"issue ‘municipal

market.

Moreover, the outlook for any -material betterment-for the

remainder of the current year is far from promlsmg, judging from the
current calendar of impending events.
', As a matter of fact, the list shows only four Pennsylvania issues

awaiting the market, w1th the in-»
1itial operation to develop on Dec:
10,  when . officials ' of ' Bedford
School : District ‘will open bids.on
$118,000 bonds. Prospective pur-
chasers are -asked to name a cou-
pon rate of not more than 2%, and
the bonds . will. mature serially
from' 1946 to 1963 incl. -

' .On the. following day ‘(Dec. 11),
the * School, District © of - Nether
Providence: Township wil award

.a loan of $315,000, with the bonds

to- be sold as not exceeding-1l%s
and to-mature from. 1946 to 1970.
On-Dec. 15 bids will .be taken on
$22,000, Plymouth Township  not
exccedmg 3%, due from 1946 to
1956 incl. i)
The fourth and fmal trans- .
. action presently in the offing
will reach the market on Dec.
17, in" the form of = $239,000
Scranton .. School - District
..bonds.  In. this instance, the
:.coupon ; rate is -limited. to
i 2149, while the tenure of the
loan i§ from 1946 to 1955 incl:

It 'will be seen from the fore-
going that, barring the appearance
in' the market of such potential
prospects as’ Abington: Township
and Allentown - School “District,
the chances are that little, if any
addition, will be' made to the pres-
ent slim stock on dealers’ shelves.
The ™ two --aforementioned:  com-
munities; it .1iay’ be' pointed: out,
are important candidates by vir-
tue of authority granted by voters
at the Nov. 6 elections to dispose
of issues of $1,300,000  and $3 000,-
000, respectively:

¢ In"referring ‘to the November
bond election’ results we are not
unmindful, of .course, of the ac-

tion of the electorate of the Com-
monwealth in approvmg an issue |

of . $50,000,000 ‘for ‘a :program : of

public - works: - Actually,” this was’

the largest single authorization of
the hundreds of  issues approved
by voters: throughout the . coun-
try.’ However; the indications are

that ‘the Commonwealth wrll not‘

be .able-to-follow. through on the

voters decision for some time.

¢ This' is evident in a report

;..Just: received from Governor
Edward Martin, whe pointed

| -out that noné of the bonds can
be sold  until the Legislature -

i, Dpasses  an. appropriate . en-

¢ abling act. As the lawmakers.

are not scheduled to convene
until - January, 1947, this
would seem to effectively dim .
the prospects of any offering
being made by the Common-
wealth until after that date, '
Earlier action woutd be possible,
of ‘course, ‘in .the event. of some
product of shortsighted  bureau-
emergency  which necessitated a

| special .session of the leglslature,

the Governor sald
’ £ 3 L

In:- keepmg thh the general
trend, ‘the” market  for Pennsyl-
vania municipals has been excep-
tionally "strong in recent ‘weeks,
with price enhancement being an
outstanding feature. City of ‘Phil-
adelphias have . participated. in
the advance and in the past week

‘lor” so they have been ‘a tradmg

favorite.

The city’s long- developed plans
to undertake a $42,000,000 sewage
disposal construction program re-
ceived a formidable boost in the
recent  decision' of the Pennsyl-
vania'Supreme Court. The  court
upheld the ‘city’s ' authority to
levy a 'sewer tfax on business es-
tablishments and householders in
order to finance the program, and,
in -effect; held; that the existing
and ‘proposed . sewer . debts' are

self-supporting “and’ exempt “fronr
| constitutional debt limits.". :

The ruling, according to City:
Controller ‘Robert C. White,
will serve to give the city a
. “constitutional berrowing . ca-

‘ WESTERNTPAI-:NNS'-‘YLVANIA

TRADING MARKETS
RETAIL _DISTREUIION
C. S. McKEE & COMPANY
Members Pittsburgh Stock Exchange’

Union Tr. Bldg. —Pittsburgh 19, Pa,

Telephone " Teletyp+
Court 2380 - PG 496

$100,000
" City of

Phllaclelphla
3% %

‘" January 1, 1968/54
Coupon Form

114.468 & lnterest
To Net 1.25

Moncure Blddle & Co.

Price:

"PHILADELPHIA™

Benjamin Franklin Hotel 551960
/Bellevue Stratford 5%, 1935
_ Pittsburgh Hotels 5s 1967
~ Phila. Transportation” Pfd.

| Phila. Transportation 3-6s 2039

Plula. Suburban -Water Co.-
Pfd, & Com.. =

‘Samuel K, Philis & Co.

Members Philadelphia Stock Exchay

" Packard Bldg o Plnladelplnl 2

N.Y.Phone

Teletype
PH 375 "REctor 2-0037

pacity ‘of about '$50,000,000. -

Trading Marizetx'in )

~ VINCO .

Common

-

Establlshcd 18‘)5

Geo. E, Sunder & (ljn.
Menibers 'Philadelphia Stock ‘Exchange
Stock ‘Exchange :Bldg., ‘Phila. 2, Pa.
‘" N."Y. Telephone HAnover. 2-4552
Bell System Teletype . PH 220. -

s

Southern Advance

Bag & Paper Co.

Common Stock

R

 BOENNING & CO. |
. 1606. Walnut St., Philadelphia 3 | .

! Pennypacker 8200 . PH 30
‘. Private. Phone to N.Y.C," .
COrtlandt: 7-1202

e

: PHILADELPHIA TRANSPORTATION 3 6s..2039 -

PHILADELPHIA ' TRANSPORTATION PREFERRED. STOCK

A. S. BECK SHOE COMPANY 4% % PREFERRED. STOCK
FEDERAL: WATER & GAS COMMON. STOCK

DELAWARE POWER & LIGHT COMPANY COMMON STOCK
PHILADELPHIA ELECTRIC COMPANY COMMON STOCK :
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Investment Securities
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Complete Investment "
and
- Brokerage Serwces
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New York Stock Exchange
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CLEARANCE

FACILITIES

[ The Pennsylvania', Company offers Brokers and Secunty g
it | Dealers the facilities .of a department maintained especially.
.1+ i for handling clearance - of security transactions. Our expe-

‘. rience is broad. 0ur service is fast. Our’ fees aresmoderate,
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M utual F u@ds

Last Chance_

“Tax saving is a powerful
« 4ives started on a Trust,” says
on ‘Employees Profit- Sharmg

incentive in getting corporation execu-
Distributors Group in a current mailing
and Retirement Trusts.

“And never

- @again will this incentive be as powerful for many companies as in the

. next 30 days.”

Elimination of the excess pi‘ofxts tax on Dec. 31, 1945, prov1de_s

the urge to “get going” at once®

— | fOr those who are plahning to de-

LOW PRICED

N
AN

|A PROSPECTUS ON REQUEST FROM
.. YOUR INVESTMENT DEALEK OR

DIsTRIBUTORS GROUP; INCORPORATED
§3 Wall Street Ncw York 5,N. Y.

b

COMMONWEALTH

INVESTMENT
COMPANY
A Mutmrl Investment Fund

Prospectus on Request
& ;

e a3

GENERAL DISTRIBUTORS

. NORTH -AMERICAN SECURITIES CO.

23500 Russ Building « San Francisco 4

;
|
i
}
|

INCOME SERIES

Shares -
Priced at Market:

) Prospeclus upon request from
i your investment dealer or

NATIONAL SECURITIES &
RESEARCH CORPORATION

120 BROADWAY
New York 5, N. Y. .

_.Keystone

Custo&ian
F und”s

. Prospectus may be obtained
fmm your local investment dealer or

The Keystone Compzmy
of Boston -
50 Congress Street, Boston 9, Mass.

velop this investment field.
= £ e

Distributors
made available, to dealers an un-
usual and well presented booklet
“Selling as a Career.” It -
pointed out that the mﬂhons of
returning veterans and released

ment firms. with a.rare oppor-

| tunity to expand their seles per-
.|| sorinel.

These men “Wwill. be: dnhgently

‘| seekinig”out opportunities to-start

worth-while - peacetime  ‘careets..

| Thousands ' of _good. men are. be-

coming ‘available every week; but
oni the whole they-aren’t. going to
look for a “selling” job. - Reécent
surveys- show that most: of .them
are prejudiced agamst selling ‘as
a career.

“Po get thé best men, you will
have to go after them. You will
have to ‘sell’ them on- the out-
standmg opportumtles that . exist
in our Lusiness today.” :

“Better for the Wulow

tive and interesting brochure re-
viewing “the- eﬁht prize-wmmng
programs which resulted from -a
contest held ' by “Batrron’s five
years ‘ago.. Tables show: the fe~
sults of “these programs and ¢omi-. [
parative - figures 'are given for
Selected American Shares durmg
the yer;ods under review.

It is pointed out that the Barr
ron’s. programs roughly “cover the
‘difficult
World War II—a period of great
urnicertainty and conflicting trends.
Despite this fact, Selected Amer-
ican Shares shows an excellent
record—providing “better income

Barron’s programs.

Keystone Custodian Funds
Two Keystone Funds, Series B-2

- iGNl
THELORDABBET GROLP

< New York -

.Group -, also has}

war workers will provide inveést=|

Under _this title, Selected . In- 4
vestments Co. presents an attrac-{|

investment period of |

and better appreciation” than the|

Prospectus upon request

LORD ABBETT & Co

INCORPORATED
Chicago * Philadelphia -

and S-3, have issued reports for
the fiscal year ended Oct. 31,1945,

During the {fiscal year under
review, total net assets of Series
B-2 increased from $10,078,378 to
$14,273,704, reflecting an increase
of about 39% in the number of

| shares. outstanding and a rise:in

the net asset value per shale from
$27.08 to $27,54.
. Series S-3, during the same pe-
riod, increased its net assets:to
$11,403,441° from $4,523,892,  re-
ﬂecting an increase of more than
% in the outstanding shares of
the Fund and an increase in the
net: asset value pet share “from
$10 57 to $14.32,
| "Totdl assets of the 10 Keystone
Custodiau Funds as of Oct. 21 are
#eported to be in excess of $]50 -
000.000. '

Prmcrp[e A
Lord,- Abhett, in a. current In-
vestment  Bulletin on Affiliated
Fund, discussés the principle fol-
lowed in ‘the nfanagerhent of thé
| Fand’s - investrhents. - - This prm-
ciple is called “value selection,”
which means that-each- issue ‘se=
lected for the portfolio must stand
the ‘thorough. scrutiny: of * profes—
"sional ‘analysts on its own: merits
ds dn individual. investment valte.

-cpre works, says the sponsor, “is
attested to by the: good record of
this' Fund during the ‘period:that
this method has been in use.”.
chart -is used to demonstrate:the
advantage of contintious value se=
lection.

| National Securltlet Series t', :

TThe> semi-annual " report . for‘
the period. ending- Oct." 31, 1945

‘hand.; Tofal net assets of the nine
Funds on Oct. 31, 1945, are- ré-
hperted at $34,418, 671 as compared
with $23,638,455 on A

[ After deductmg the distributions

per share rahged from $4,75 to
$9.40 on Oct. 31, 1945.

Afftlmted Fund-

Affiliated Func in fis’ urst an=
nual report ofr the new fiscal year
basis eovering  the périod “fronr

date of $5.82. . This compares with
$5.18 on June 30, last, and: with
$4.05 on Dec, 31, 1944 the end of
the previous tiscal year.,

Assets attained a new’ hlgh leVel‘

Union Bond

Fund B

Atlantd * Los Angelel

SHARES OF CAPITAL STOCK OF -

/

THE . PARKER

Prospectus may be obt'uned from -7
your local investment dealer ar

ONE COURT STREET, BOSTON 8, MASS. -

CORPORATION

The faét that this srmpie prin-:

Ak

.on National Securities Séries.isi,at :
,and {whenever a client runs.across-

pril 30, 1945:

paid. to shareholders, asset:value:

Jan.'1 to Oct. 31, 1945, reports per:
share assét  value on the - latter|'s

of $30,991,205. 6n Oct, 31, -com-
pared twith $28,450,852 on June 30,
and4vuth $25, 036 174 on Dec. 31,
1944, -

The Situation

In the current issue of Bnevxts
Vance Sanders & Co. reprints a

Standard- & Poor’s review of stock,

prices: .entitled - “Confidence : in
Market Justified.”

. The following reasons. are given
to support this oplmon
1. Previous - major:. advances
Wele financed: to' a'large’ extent
by* borrowed - capital. :-,- Margin
tradmg 19 ar neghgxble factor to-

Y.

% There is. a healthy: relatlon—
shnp between. . bond.: and “stock
yields.”; “The' later: phases ‘of pre-

viotis” bull? ‘méarkets were usually | *
featuréd+ by a “decline -

in- stock
yieldd below: those: for:bonds; but
uch a situation is still far distant:
i3. Sincermoney » ratés -are *low;
and* may . go. even lower,-a more
liberal . eapitalization: of common
stoek - earnings . and " * dividends
dould well take place-thhout cre-
ating an‘over-inflated situation.”
i fThe contlusiorr {s reached that,
#takinginte aécount the condition
of. the market itself, the monetary

factor;: and - the :record corporate

eamings in prospect,” we are con-
vinced that stock prices ultimately,

ill. . r.each Substantlaly -higher
evel: o

i-' imJamenlal Among Leaders

i Hugh W. Long & Ce., sponsor
of Fandamental Investors, has re-

;| printed 4 Standard & Poor’s Stock
Report_covering the nine months’

‘résults of mutual mvestment com-

-panies

‘To: quote the sponsor; “wherever

such: studies:of : management abil=
ity; he:is: most likely:to:see Fun-
damental-at-or. near: the- top.” - In
this:. part:eular Téview,: - .Funda-
iental’s Tise to. 29.7%" placed :it
sécond: front the top in: record of

pex-forfnance /

; “* . Mutual Fond: Literature i

National 'Securitiés &' Research:

Corp —-Current issues of National

Notes latest Investment Timing:

- Hugh'-W.+Long - &- €o.—~The
currént New York Letter on New
York. Stocks; Inc. . . . Distrib-
ators.: Group—Notice . of - change

'of frscal year of Group Securities
3 fr:om Dec .31 to'Oct: 31; dividend

mforma*io '"Group qecuritxeq.‘
i . Keystone. Co.—Latest issue

| 6f Keynotes entitled “Last Call for
oy

T Giorge
PUTNAM
FUND
a/ Boston

: PrQspeétus upon request.

Pitnam. Fund: Distributors, Inc.
50 State St. Boston -

. REPUBLIC
| INVESTORS
J FUND Inc. -

~ Founded-1932

W B, BULL MANAGEMENT GO, .

Distributors

' 15 William St., New York 6

‘[ Tax Savmgs.

John Kormendi Is
Reopening Inv. Firm

Captain John Kormendi, A.U.S., )
announces that he has reopened
the offices of John Kormendi

John kormendl AR

Company, brokers and’ dealexs m
securities. The firm, organized: in ;
1936, . suspénded :business‘in 1942 ;
when Mr.- Kormendi. entered mil~
itary - service, -He recently re- ']
turned from Germany and is now -
belng released .from-active duty, -

Propose Change in Date
Of Annual Meeting of

Chase National = !
If approved by vote of ‘the’
shareholders of The . Chase Na-= '
tional Bank at the annual meet-
ing ‘on.January- 8, future:annual
meetings of that bank.will be held ~
on. the ‘last - Tuesday ‘in. January, '
instead.of on the second;Tuesday
in Januaty. Holders of. the. bank’
stock ’ are - being. informed’ of. the
proposed change in the: annual
meetmg date  in' a:formal  notice
of - the . forthcoming:.. meetmg
which was. mailed: to them w1th
the. proxy:on.Dec. 4 :
“ The National Bank: Act requlres
that - the. . date : fer -:the - annual ~
meeting.of a National:bank- must
be:on-a day. in-January. specified
in its ' articles - of association.; At
present the-articles of association
of.‘The. Chase:.National Bank
specifies ‘the : second- ‘Tuesday, i
January, which. for many.years
has been the day on which meet-
ings: of :National banks generally :
have - been . held. The proposed .
change 'to the last Tuesday. in :
January. it-is.announced will make
it possible for the bank to prepare,
print, and mail ‘its' annual report..
to stockholders before the meet- -
mg is held, commencmg in 1947

. Lord, Abbett
~—Current issue of Abs'racts cov~
ering 1945 tax information on
Union Trusteed Funds, Inc. . . .
Selected Investments Co.——Memo -
on Selected . American - Shares; .
current issue: of “These Things
Seemed Important.”” . . . Broad
Street Sales Corporation—Current
issues of Items on  National In-
vestors Corp. and Broad Street In-

vesting Corp.

Dividend :
- Fundamental -Investors,. Inc.—
Quarterly dividend No.' 48,
amounting to $1.85 per share, pay-
able Dec. 24, 1945, to holdels of
record Dec. 17,1945 ; !

N

Fundamehtal Investors, Inc.

The Directors of Fundamental In-
vestors, Inc,,”  have . declared quar-
terly dividend : No.- 48 -of ‘$1.65 per
share payable on'the Corporation’s
capital stock December 21, 1945 to -
holders “of . record ;at - the, close’ of ..
* pusiness on December 17, 1945.

HUGH W. LONG and COMPANY

Incorporated
National Distributors

48 Wall Street, New York 5, N. Y.

gitized for FRASER
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Are Stocks

Too _ngll’

By ROGER W."BABSON

Mr Babson Holds ‘That, ‘Aside From Breaks to Correct’ Techmcal Con-
' ditions, the Current'Bull Market Will Continue and Gives ‘Six:Reasons |
fot :His" Belief. . Although- Advising Investors to. Keep Some Cash: Idle
" for-Re-Investment, Concludes That Labor Leaders and Mr. Bowles Will |
Abandon Their: Posmons and That Much Prosperity With Highet Puces

ls Ahead.

I:am still ‘bullish; Although the stock market may have a break.
“to correct technical ‘conditions, I believe that it will be some time

before the
~current, bull
market . col-
lapses. . There
are: many
reasons for
~thigi. ¢
© 1, The tre-
mendous
~backlog of
tunfilled or-
ders.;
212, The” tax
v reductions Kor
1946.
L. 3:The very
- l1ow. . interest
‘ ‘rates,  +which
] “mean that
Roger 'W, Babson “ gv:{l ats’tp;gsk
ek ““prices . one
* may secure with:= «safety a better
interest return: than from banks or
bonds.
.- 4, ‘The scarcity ! of good, stocks
There are today fewer stocks list-
ed on the New “York Stock Ex-
" 'change than there were five years
- ago; with five times as much-idle
'money awaiting investment;
¢ The “wage~rumpus and ac-
{ companymv strikes' will only de-
lay: good ‘times; ‘not ‘destroy. or
prevent: them.: Besides, merchan-
" dise’ stocks  and i leisure “stocks
should" benefit from all wage in-
. creases. i
.1+ 6, The fact that stocks are most—
.1y owned outright ‘and that, total
o stock -exchange. ‘ttansactions . are
. today only 6% of national income
compared with 105% in 1929."

Keep Some Cash Idle -
~.In' view of- the above,: some
“readers wonder why I also advise

keeping  some . cash and Govern-
~.ments on hand. The reason is be-
+cause of the one chance in ten of

- & severe break in the market. This

* might give such-extraordinary op-
portunities’for re-investment that
it is always advisable to keep:a
cértain. amount .of cash on hand

' for this “one in; ten” chance!

|As an 1llustratlon of what I

“have'in mind, let . me refer to an

- Investment List recently issued by

javery hxgh -grade¢ Stock Exchange

- Firm, It is htled"‘Elght Attract-

‘ive Stocks.” These stocks today

‘ sell‘at an: average;price of $55.50

~and .give ‘an‘-average: yield . of

©3.656%.  Yet .these same.  eight
. stocks” sold at aniaverage of only
$3:in:1932, ;7% ‘

Sk The above: does:not mean ‘that
in  the next bear market these
elght “high-grade”. . stocks
reach their. 1932 lows, but most of
them may go down to nearly these
figures, ‘At any :rate, the discrep-

v

ancy. is:so great that it pays.to}

 keep .acertain;amount  of ' funds
available . for “such "rare. oppor+
. tunities . when as, and if:they rew
turn 52 2
" More Inflatlon Is Ahead
Tt is:nonsense: to-attempt ta pre+
““vent elther price. :in
1abor: inecreases;”

lowed ‘every greaf ‘war: “There- Al B S

; no other .way “of :paying ; for such
2 .war, “We must take. our.choice
3 between, :more inflation .or. Gov+

warning ‘readers :of : this for: the

my advice are sitting pretty. today.
. There ‘are two ‘things that can
: happen in' the, present situation!
i (1) Unreasonably high prices and
1 profits - which . will ' result . in
i increased employment unrea-
sonbly lower : prices .and, high
' wages--.which ' will - result = in
"much - unemployment. -Neither' of

- -, these ,will . win out, but, there:will

o

will |

i‘ernment Tepudiation...J have been (|

{ past five ‘years." Those. who took |

be a general, compromlse by hoth
groups yleldmg something: This

compromise may. not suit anybody*

but it - should - result - in’ hx-’her
stock prices.. On the other hand

it 'is ‘well  to ' keep:'some funds
liquid' in  case—one .chance out of

ten—somethmg unexpected should»

happen

My Personal Conclusnon

I‘hls column has always been
successful in advising' when to
get into the stock market. As to
getting out, it is always more dif-
ficult. ‘Preceding 1929 there were
many -danger signals; . but - there
-were: almost. none. preceding the:
décline:in 1937.. Certainly, condl-
'tions- are very much better today
‘than in?1929 or 1937 when busi-
‘ness was uncertain and when 80%:
'of the stocks were held on borq
rowed money:

“Yet both of these bull markets
'—1929 and '1937—were followed

by .a nose dive in general business; |-

‘certainly;” this" is” not*in ev1dence
at-: the moment, ' Furthermore,
nioriey rates were high 'in those
| years; while ‘they today-are.very
Tow . with no immediate chance of
-their ;going- higher. 'The “only ' fly
in the. ointment at present:is in
connectlon with labor strlkes, and

‘Wm. B. Goldie Joins Staff

I haVe never known anyone to
inake money by ’selling stocks
during labor troubles. Hence, my
personal conclusion is.that both
the labor leaders and Mr. Bowles
will retreat from their present ab-
solutely unreasonable . stands. If
so, much more prosperity surely is
ahead and the stock market is not
too. high.. Moreover, only by-such
a_compromise will much unem-
ployment be avmded !

of Riley & Company
tSpecial. to “THE FINANCIAL CHRONICLE), &

 MILWAUKEE, WIS, — William

B.. Goldie has become associated |~

thh Riley & Company, First Wis-
consin ‘National Bank ‘Building.
Mt, Goldie 'in: the past' was with
John Nuveen & Co. and the Mxl-
waukee Company R

Small, McPherson at ~_
Small-Milburn Go,

WICHITA, KAN.—After two

years” service in the U. S. N..R.
Don M. Small has returned to
Wichita to resume his duties with
The - Small-Millburn. Company,
Wheeler-Kelly-Hagny Building. -
- ‘Capt. Richard -McPherson has
returned from 4, years in the
Army, 22 months of -which was
everseas, . and has joined  The
Small-Miltburn  Company organ—
ization.

D. H. Ellis to Admit

D. H. Ellis & Co., 14 Wall Street,

New..York. City, members: of the
‘New York Stock Exchange, will

admit. Guernsey - Curran, Jr. to
limited partnership on Jan. 1.

{ LECTRONI
clean air |

fected underwa

< Filter Company,

“exclusive: produce[s of alr cleanmg equlpment in|
‘7 the world. ; o

s tammatinn
“office and pubhc

< NAIHVILLE
ATLAN 'rA'
KN oxvuLL:--'
, 'mnmNGuAu
2 NEW ORLEANS e j'

.

Amencan -Air . Fllter:-_ Q“nn,‘,

JAnother Fadvertisement

322 UNION STREET, NASHVILLE 3, TENN.

C air filters — to provide super-
for top efficiency "in - men . and

'machines — have 'been developed and per-/

r—tlme pressure by American Air:
Inc Lomsvnlle, Kentucky, largest/

‘Clean air-is a necessnty today in many industnes‘
! where machinery and materials in precess must be'
. :protected against dust, bacteria; soot or smoke and'

where worker efficiency is:impaired by air con-
Department stores,  hotels,

hospitals,:
buildings, textile mills, food pro-

3 .Aducens, telephone exchanges, chemical laboratories,
. .art, galleries: and hbranes are a few examples of
.‘the b\uldm»rs requmng pure, dust free air, . bt

Inc.,¢ has developed
four thstmct types of'

& §

thiern developments. .

\

CAN thew szﬂl{ .

Lo

'Al

*

R FILTERS

filters, the first complete line of electronic air l"il-,'

ters ever offered  for commercial
use:

Many leading ‘engineers and consultants ‘whose
responsibilities involve the elimination ‘of ‘atmos-
pheric dust rely upon ‘AAF products as the mest
. Since air . filters are.an
integral part of any air-conditioning system, a vast
field of operations lies ahead.. Already a long and
impressive list of users proves the pre-eminence
-of AAF-equipment and engineering in this field.

modern in .their: line.

Nl b

y Equiteble - Seeurities- Corperetion
Equitgbte-hus helped: to: tinance meny: Southern -
ready Lo .do- itg: part w,; supplying -others wzth" ovpitqt fungs, .

EQUITABLE

~ Securities Corporation -

BROWNLEE O, CURREY, PRESIDENT 3

'

TWO WALL STR

The  Company also. offers the services of an
experienced engineering staff thoroughly qualified
in the solution' of difficult dust problems, Its busi- '
ness ‘is - fundamentally - dust ,engl_'neering, and in

_addition to the technical knowledge accumulated
through years of research and experimentation, it
offers the practical experience gained from the
solution of thousands of:intricate dust problems.

and  industrial®

HNEW YORK:
MEMPHIS
HARTFORD-
GREENSBROR®
CHATTANQOGA

EET, NEW YORK 5, N. Y.

gitized for FRASER
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' Bank and Insurance Stocks

By E. A.'VAN DEUSEN

Thls Week — Insurance Stocks

Since the close of last year, fire insurance ‘stocks have appreci-

ated- 14.7%, as measured by Standard & Poor’s Weekly Index.

This

compares with an advance of 24. 7% by the Dow Jones Industrial

Averages.

have been 125.3% for fire stocks and 104.5% for industrials.

" However, from ‘the 1942 lows, the relative appreciations

A com-

parison of the year by year market moves of both groups is rather

hterestmg, as follows:

1942 Low to 12 31-42.
12—31 42 ‘to 12-31-43..

. Total perlod

12- 31-43 -to-12-31- 44_
v Total period ...
~f1°-31-44 to 11-28-45."

Total perlod

- Fire -insurance stocks,, it ' is®
plain, -advanced very sharply in
i 1942, but since then have lagged
f behmd the general market, though
i ‘their rate of appreciation has in-
. creased ‘quite substantlally this
! year. i~
" ‘Asaclass, fire insurance stocks
i offer unique long-term ‘invest-
: ment possibilities; and are attrac-
i tive at.current'levels despite the

: market rise which has recently

' carried - ‘them above . their 1936
¢ highs. * Dividend income is.mod-
- ‘erate; but well covered, and long-
term equity growth is character-
! istic.. ‘Nevertheless, careful and
! discriminating selection is  essen-
. tial if good investment results:are
. 10" be obtained.
1 Fire-losses. have been increas-
- ing since 1942, and for the'first
' ten months of this year are ap-
“proximately 7.7% above the same
.. period of 1944, Thus, underwrit-
" ing results in 1945 will be-less
- favorable than. in 1944 for those
i companies whose allocation  of
¢ premium ‘writings is. heavily .in
fire risks. '
7 However, as was pomted out in
, this column on July 5, 1945, “fire
. insurance - companies have so
. broadened their operations’in re-
cent years that the name “fire in-
! surance company” has, with a few
¢ exceptions, become almost a mis-
; homer. - According to Alfred M.
" Best Company, 77% of the aggre-
- gate premlum volume of all stock
i fire’ insurance companies: was ‘in
. fire risks in the year 1920; in 1944
Jonly 54.5% was In fire w1th 45.5%
n ‘“other lines,” During 1945 the
. proportion in “other lines,” in-
: cluding motor vehicle, .ocean ma-
! rine, inland navxgatxon and trans-
portatmn extended coverage etc.,

Flre lnsurnnce Stocks Dow Jones Industrhls

Gain !
285% .
13:8%

- 46.3% -
~121%

63.9% |
247%

1045%

: Gain -
L 180%
1 88%

©93.8%
. 1.4%

:96.5% °
'14.7%

1253%

i-

is believed to be: somewhat higher
than last year.

Neither -the market perform-
ance of insurance stocks nor man-
agerial results of insurance com-
panies are uniform. In fact, the

.market tends to be quite discrim-

inating,  particularly -over - the
longer: term and sometimes even
over the short term: For example,
Franklin Fire and Home ‘Insur-
ance - both- reduced  dividénds -in
1944 due to impaired earnings. As
a_ result their stocks declined
16.2% and 12.8%, respectively,.in
1944, against a moderate appre-
ciation™ of 1:4% for . Standard &
Poor’s . Index, " which “includes
Home’s stock, and compared with
an appreciation of 10.5%: for In-
surance. Company of North Amer-
ica. Thus far this year Franklin

| has aporecxated 7.1% - from 24%

to: 26% ' (asked) and Home, 8.9%
from 28 to 30% (asked), both of
which are ‘below the 14.7% of the
Index.  On thé other hand, such
stocks as  Continental, Fidelity-
Phenix, Great American, Insur-

mixed results: but ‘averaged net
underwrttmg losses for the period,
and ten companies showed mixed
results but ‘averaged met under-
writing profits for the period.
An interesting example of the
lack of. umformlty in managerial,|
results is found-in the' case of
Home Insurance:vs. Hartford Fire
and Insurance Company of North
America. Since :1936 Home has
experienced. a'downward trend in
net investment income, while both
Hartford and North America have
experienced-a substantial upward
trend; furthermore,  Home’s - lig-
mdatmg value has increased only
10% since - 1933, while- Hartford’s
has mcreased '62% -and . North
America’s 55%, ,The relative mar=
ket -action of ;their stocks has re=

i | flected, ahd should continue to re-
1| flect,: such marked dlfferences in
: managerlal results, .

+With" regard."to. operatlons for

‘| the “first -half"of -1945,- Alfred M.

Best reports: that. the: semi-annual
statements of 70 stock fire compa-
nies show;,in" the -aggregate, un-

earned premium reserves approxi-.

mately -10% higher than a year
ago, and net premium volume 9%
higher. - The loss ratio has risen
from 56.5% to 59.9%, but the ex-
pense ratio has declined : from
41.1% to 40.7%.: :Underwriting
operations aggregate a net loss of
$1,573,000, compared-with -a net
profit of $2,967,000 for the first
half of 1944. - Net investmeént in-
come, however, is 2.8% . higher
and alone. covers dividends. 1.5
times._ “Surplus . and-- liquidating
values “are hxgher and federal
taxes 8% lower.

So far as lndlv1dual companies

are concerned comparatxve re- g

sults are- mixéd..- Most .show im-=
provement in-net investment . in-
come; some show underwriting
losses and some show profits, a
few show somewhat better under-
writing results than during  the
first half of last year,

. 'The investor needs to . select
with care and does well to diver-
sify.  He would be wise to keep
away from the We&aker companies
and from those which concentrate

ance of North' America.-, and
Providence-Washington have-each
appreciated over 20%, which is
considerably better than the . In~
dex.

With regard " to 'lack of uni-
formity in managerial results, a
recent* study of the underwriting
operationvs of 32 representative
fire insurance companies "during
the war years, 1941 to 1944 in-
clusive; disclosed some mterestmg
facts, as follows:—Five companies

showed. net underwriting ' losses |-

for the entire four-year period;
12 companies showed net under-
writing profits in each of the four |
years; fxve compames

FIRE INSURAN‘CEV
CLEARS
THE HURDLE

Laird, Bissell & Meeds
nle-ben New York Stock’ Exchange: -
120 BROADWAY, NEW YORK 5, N. 3
Telephone: BArclay 7-8500
Bell Teletype—NY 1-1248-49
(L. A. Gibbs, Manager Trading Department)

‘Russell
Manufacturing
’ ~ Co.-

g ‘Bought—Sold‘——Quoted
AMKiRee o Co
Members 'New‘Yark Stock Frchange

. and other leading exchanges . !

1 WALL ST. NEW YORK 5
Telephone DIgby 4-2525 ..

PRIMARY MARKETS' IN
BANK and INSURANCE srocxs

showed |-

too heavily in fire. Hls selections
chould preferably be among . the
stronger companies, those which
diversify their lines of risk; and
have sound and prosperous - sub-

sidiaries and affiliates.” The long-"

term outlook for such companies
appears excellent, despite tempo-
rarily heavy ‘fire-losses, the Su-
preme Court decision and the nor-
mal difficulties 'and* hazards of
business enterprise

“*See “Chronicle;” Sept 13,:1945,
Page 1238,

Brinton to McGuckin

B. F. McGuckin, member of the
New' York Stock Exchange, will
become a:partner in the' Stock Ex-
change firm ‘of Brinton & Co., 1
Wall Street, New York City, as of
January an Mr, McGuckin was
formerly a parther in de Coppet
& Doremus.

Revoluhonary Type of

Gold-Mold ok

Plastics ‘and Process Now Avallable

New_ Fields Opened for . Plastics ' With -“EMCO” Cold
Mold Powders Developed by Myler Plastlcs Corp. |

’l‘he Myler Plastics Corporation, creators of cold—mold plastic

powder; announced Tucsday that

grouhd_had been broken: for-the

2rection of °
its new  fac-
tory in Plain-.
ville, Conn;
*“lne. ' 'new.
factory,”" said.-
E. W,. Myler, .
President . of "
the -company,
“will . 'be de- .
signed - espe-

-cially for' the

production - of '

‘its “‘new:-and

revolutionary: «
powders
which “permit
for the -first.
time, the auto~
matic.  manu-
facture of
olastic articles
at phenomenally high speeds. and
exceptionally low costs.”

“With ‘EMCO’ powders,” ‘trade
name for the Myler Plastics Cor-
poration: compounds, “great new
markets are. now opened up in
the plastic field,” said Mr. Myler.
In explaining this~he pointed -out
that although the plastic industry
had: made great.strides since its
early begmnmas 30 years ago, the
relatively . high cost: of plastic

E. W. Myler | *

cdmpounds, “plus high equipment

. |.costs and slow productoin meth-
| ods; had greatly retarded-its de-

‘velopment, “Now,” 'said - Mr.
Myler, . “‘EMCO’- powders~ make

.| possible the production of small

plastic items at the rate-otf 25,000

| to- 30,000 per hour at a cost
Lheapel than prevailing markets,”

. “The new Myler company plOC-
esses‘and powders,” continued
Myler, developed by Frank J
Moore, Engmeer and Chemist of

.the «company, (‘open up#vide fields ©

the . advertising, - ‘plumbing,

: e]ectncal building, furniture, au-

tomobxle, ‘radio' and. other fxelds o

| heretofore largely out of the reach
-{of plasti¢c manufacturers,

In addi-
tion, companies using plastics in
some form -in their business can
now manufacture their own plas-
tic. articles by the installation of
Jow-cost, high-speed .equipment’
utilizing “EMCO” powders,
Predicting ; that " the - “Plastic
Age” would bring millions of new
products ' designed for- better,
more cheeful, . less . costly :living,
Mr, Myler stated that the Myler
laboratories will soon ' announce
another revolutionary . develop-
ment in the metal-plastics field.

Transaclions on *Frisco Exchange Mounting

Trading in September Was Almost Double That of Same Month in 1944.
Exchange Reported Now to Rank Second Place in* Volume Among Re-

gional Exchanges,

The San Francisco Stock Exchange reports an expansion in vol-
ume' of transactions this year and on this basis gives the Exchange’s
current position as, the second largest securities market in the Nation.

The San vFrancxsco Stock Exchange, it is stated, had a greater
percentage increase in market value of transactlons the first nine
months ‘of this year over the same period in 1944, than any of the

other leading national securities®-

exchanges, with the exception of
Philadelphia. The Exchange’s per-
centage gain in . September as
compared with the same month in
1944, was greater than that of any
other national securities exchange.

The San Francisco Stock Ex-
‘change is the only securities mar-
ket outside of New York whose
memberships sell at prices com=
parable . to " these Eastern Ex-
changes, the last price being at
$25,000. - This valuation reflects
the earning possibilities of a mem-
bership in- the .San - Francisco
Stock Exchange  because of its
pro rata volume per membership,
of which there are now 62 regu-

lar members, being relatively high
.in comparison.with other securi-

ties exchanges.

In September, this year, the
market “value ‘of transactions on
the Exchange was 96% greater
than for the same month in 1944,

Bought

'~ .BANK OF AMERICA
"ARDEN FARMS COMPANY..
KAISER-FRAZER CORPORATION
KERN COUNTY LAND COMPANY
PACIFIC GAS AND ELECTRIC COMPANY

(Preferreds)

SAN DIEGO GAS AND ELECTRIC COMPANY
Sold

(

Quoted

which increase .is noteworthy
when compared with an average
increase of 65% for all registered
securities exchanges. : Moreover,
the San Francisco Stock Exchange
was the only national securities
exchange showing such a marked
gain in that period. ' The next
largest increase “was' that of the
Boston Stock Exchange with 76%.
September . volume gave the San
Francisco : Stock - Exchange the
rank of second place among all
regional securities 'exchanges, be-
ing surpassed only by Chicago.
‘For' the first ‘nine months of
1945, San Francisco had the sec-
ond largest percentage gain-in
market value of transactions over
the same period in 1944 of all na-
tional securities exchanges.  The
percentage increase for the na=-
tion’s leading exchanges, listed in
order of importance as indicated
by - volume, for the  first nine
months of 1945 and for September
this year, are as follows:
~Percentage Incr.—

1st 9 Mos. Sep. '45
45 vs, '44 Sep. '44

All Exchanges...." 45% . 65% -
New, York.... 6
New York Curb_-_- 54

Chicago 50"

SAN FRANCISCO- 69

Boston 46
Phxladelphxa &

Los Angeles

| NATIONAL BANK
' of INDIA, LIMITED:

_Bankers to the Government in -~ -

GEYER & CO.

Incorporated

:NEW YORK 5 * *
67 Wall Street :

. FIRST CALIFORNIA CDMPANY

“INCORPUORATED

INVESTMENT SECURITIES -

650 South Spring Street
1.0S ANGELES 14
. TUcker 3151
Teletype LA 533

Sunta Ana
Sacrumento

Kenya Colony'and Uganda .
Head Office:: 26, Bishopsgate,
London, E. C. . .
Brnncheo in India, Burma, Ceylon, Kenys-
Colony and Aden and Zanzibar
Subscribed Capital... .£4,000,000
Paid-Up Capital_._ £2,000,000
Reserve Fund.... £2,200,000
The Bank conducts. every description of
g banking and exchange .business :
- Trusteeships and E ships . |
P also undertaken - e

Chicago .4 sy

231 §.La Salle Street.

FRanklin 7535 WHitehall 3-0782 HUbbard 0650
CG-105 NY 1-2875 sbs 297

PRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO,
. PHILADELPHIA, ST. LOUIS, LOS ANGELES
: TELEPHONES TO ;
HARTFORD, Euntetprise. G011 PORTLAND, Enterprise 008
PROVIDENCE, Enterprise 7008

-Boston 9 . i
10 Post Office Square " 300 Montgomcry Street
~SAN FRANCISCO 20
YUkon 1551
. Teletype SF 431 - 432
Oukland
Sun Diego | *

Monterey

_ San Jose Stockton
Pasadena

Beverly Hills

Long Beach
Freeno
Reno, Nevuda
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Amencan Economnci.Sla,blth

ot - By 0. MAX -GARDNER* o
e Chairman of “the Advlsory Board, Office of War Mabilization and
' Reconversion, and Former Governor of North Carolina‘ ¢

Mr. Gardner Urges the ‘Resolution of Our Economic:and Secial Disunity,

Whlch He "Ascribes to-the Dislocation .of the War,

Urges Moderation

. on Both the  Leaders of the Jurisdictional Fights Within Labor and .he
- “Stubborn . Individualists” -in Management., He' States That - the Real
© Basis of Mamagement-Labor -Disputes: Lies in ‘the Twin Fears of Infla-
tion ‘and Deflation; and That a Seund Equilibrium Must Be. Reached
Through- Maximum Production, and - Through the Entire Population’s.
Willingness as Well as Opportunity to Work. . Warns Against Profligacy
and a Repetition of the 1927-29 “Joy: Ride.” He Urges “Business-like”
Postwar Planning by the Government,. Stating That the Most Crucial
Element of Economic Stability Will Be Our Wlllingness to Adjust to

Changing Conditiens.

' There is no subJect more deeply sxgmfxcant to all of us than that

chosen for. our dlscusswn here tonight:

bility.”: There
is no domestic.
issue. more
fundamental
to'the welfare
of - our nation
than the ques-
tion.of when;
and how soon,
“and- by what.
"means, we are
" to 'attain ‘eco=:
nomic  sta-
bility. It .we
are . to.find
~.the. answer, -
we ‘must not‘
rest.. - ]
U With my
: background
and experi-
ence, . I . must

0. Max Gardner

-".confess that'I do not pretend to

come to you tonight with any ex-
pert knowledge qualifying me to

speak. with ' authority :or_ finality-

"An ‘address: by Mr. Gardner
before The Economic Club of New
York, Nov. 29, 1945. ; i {

“American Economlc Sta-

' as to the plans or policies that are

necessary for:the-creation, main-
tenance. ‘or, continuance . of . the
economic ‘stability’ of . America.. I
doubt if any. of us have.a proven
foermula for the attamment of this
Utopla

A subJec~ S0 vast as- national
economiic stability must, of neces-
sity; in the time allotted be treated |
in general terms. Many 'years ago
a scholarly divine in“my. section
asked .a' successful . evangellst the
secret of his ‘power-in the pulpit.
He replied by saying:

on the ground ‘so. that - anybody in

| the - congregation - from ~a' jackass

to a giraffe can get to it.”” I think,
with due apology, thatI shall fol-
low. his example-here tonight.

In fact; ladies and "gentlemen,
I know more ‘about economic in-
stability than: I do about economic
stability... I was nursed at the sad
and loving  breast of instability
and for most of my life have been
on intimate terms with it..Indeed,

(Contmued on page 2774)

!'or New “Economlc Slaluhty
~ Formula

A.'W: Robertson of We(bnghouse Says Economlc, Soclal and Pohhcal,
Convulsions -Are Possibilities ' Unless a Balance Is.Restored in Rights
and Duties.. . Likens Disturbed: Situation in Labor: Fleld to Atomlc Bomb
md Calls for Curbs on Labor Leaders. '

By following a course that-caused ¢omplete- fmancxal breakdown
in the sound:economic hfe of other nations “we have: xyroduced a fi-

nancial
bomb - whieh
threatens . . to.
blow  our
economy .~ to
d és truction,”
.according . te
A. W. Robert-- .
son, Chairman- |
of’ the West-
inghouse;
Electric Cor‘
poration.-

“The. world
is- . suffering -
from the eco-~. '
- nomic dislo¢a=
ition - of war |
,‘and the 'U,”S.°
. : didn’t pay the
£ull . economic
price fov..the .
»war while it was being iought 50
we must pay. for it after it: has
" been won,

‘A : W " Rob;r(son

at the Astor Hotel .on Nov: 20,
. “#No ‘doubt. ‘millions of our peo-
ple will rebel against doing what
" “the payment will "require.-“Eco-

nomlc, social and political iconvul-

sions .as *powerful--as: an- earth-
quake - are -undoubtedly - future
k pOaSlbllltleS, Mr. Robertson said
in' bis address, - “American: Eco-
nomic  Stability—The Rules Are
‘Obsolete R
'~ Tracing the growth of the na-
tion’s - industrial . economy,
Robertson observed that “as long
as' the ratio- of production to the
en)endlture of labor was on the
favorable side and we ‘were mak-
ing more than we were spending.
all was well, because a national
economy rcsembles a top in that

* he told .the Economic | .
Club of New: York at a meetmg.

Mr.,

the faster it spins the more stable
1t is.

i'But during: the depressmn he
- continued, the economy top began

1 to run down and show a- danger-

ous lack of balance; and “since our
affairs had outgrown the. book of
rules and since there was no du-
plicate of America in’ the: ‘world,
weaknesses. and- faults were mis-

understood and misinterpreted.”

{ The " Board  Chairman ‘listed
“tamper'mg with the money stand=
ards”'among ' what -he. :termed

| “distinetly harmful remedxes” and

added:
“We -followed - this by mcreas-

| ing the quantity. of money out of

all proportion to#hings and serv-
iees, following. a -course that had
caused a complete.breakdown ‘in
‘the sound economic life: of - other
nations.

i “This" abnormal: condxtiOn was
made dangerously-explosive by fi-

7| ancing-a large part of the colos-

sal.. expenditures ..of. .the. war
through the banking-system. We
printed ~currency’ and' exchanged
bonds for new ‘bank: deposits and
in these.and ‘other; ways pushed
our supply of funds up:to two and
on2-half times. the- size -of the
money- supply .of 1940, This supply
is -now the tremendous 'sum- of
$163,000,000,000. It was’ only $67,~
000,000,000 - five years ~ago. We
have produced - a financial. bomb
which threatens to blow our.econ-
omy ‘to. destruction.

- “But ‘economy' is a part of liv-
ing ‘and as long as we are alive
the show must go on no matter

how poor the performance. We
(Continued cn page 2718)

4 _Gosl Acconnlanls fo:.

“Well, my |.

brother, -I.just spread the fodder ! érnv

Hear'Vargll Etfinger. .

. Virgin-- P.’ Ettinger Tax. Con-
su}tant will “address: the Brook=
Iyn Chapter of ‘thé National As-
sociation “of Cost. Accountants on

Wednesday ‘evening, Dec. 12,.1945;
at the Central Branch of the
Y .M.CA, .55 ' Hanson - Place,:

,Brooklvn, N..Y,.at:6:30 P.M. on

the subject ¢ Recent Developmcnts
in ‘Federal Taxes”

Mr. Ettinger was Vice President
and » Editor-in-Chief -of the Tax
Serviee for. Prentice-Hall. for-a
number of years. At the present
time - he is Adv1sory Editor of'
Prentice-Hall and is. engaged in
pnvate practice as a tax specialist.
He is a member.of the Academy
of .Political Science and the Na-
tional- Tax ‘' Association. 'Mr. Et-
tinger: has. been: a guest: speaker
‘on-taxes: at the Detroit Board of
Commerce,. National Retail Dry

| Goods Association, New York and

Massachusetts  State Societies of
Certified Public Accountants, and
many ~ other . business, : technical
and professxonal orgamzatxons

Gogg'eshall_ is V.-P. -
of Schoelikopf Firm

Schoellkopf, "Hutton & Pom-
Inc.,  investment . bankers,
anvounce that ,Géorge K. Cog-
geshall  has Jomed the firm ' as
Vne President, in charge’ of 'the
Neéw  York' office, 63 ‘Wall Street.
i Mr, Coggeshall has been in the
investment business for .the last
20 years, having started with Har-
ris, Forbes & Co. 'in: 1925. :As.‘a
partner m Holsapple & Co. since
1933, he has specialized in trad-
ing:.and sales work, with partic-
ular_attention to institutional.and
out-of-town. dealer; accounts.

sn;mey H. Bakiar Retuiinss)

{To Heller, Bruce & Co.:

i SAN.FRANCISCO, CALIF.—Lt.
Comdr. Shirley: H.. Baker, USNR,

has refurned to Heller, Bruce &
Co., 'Mills Tower, as  municipal
trader ‘after ‘three and.‘ one-half

.the

ygars in.the U. 8. Navy.-.

Sees !.ower Price Rise Than in 20’ S

C.i'A..R. Wardwell of International Statistical Bareau Looks for Not '
‘More Than 6% or 7% General Pnce lncrease: in. 1946 Unless All' :

Controls. Are Abandoned.

Commodlty prmp averafgeq wﬂl continue to rise in 1946, accord— .

ing to Dr..C.
tical ; Bureau,-

R, Wardwell, economist of the International Statis-

Inc.; who
spoke ‘on  the
“Outlook’ for

|Commodit_y

Prices. 'in
1946 ' hefore. .
the ' Purchas
ingAgents
Associationr of
New York at
Builders
Exchange
Club on Nov.
26. - The ex- .:
tent of ' the -
zain, however,
will'‘ be “less
than' during
the - inflation
of -+ 1919-1920
following  the .
1ast war,

Major reasons wn_w, ‘commodity.
price level will rise in 1946 are
fairly obvious, according to Dr.
Wardwell. | There-is a tremendous.
accumulated demand - for nearly
all types of .civilian goods. Con-.
sumers need ' and . will. purchase
large - quantities ' ‘of automobiles
and: appliances, certain types- of
foods: that - have been scarce,:tex-
tiles.and apparel, house-furnish-
ings "and dwelling ‘units. . Dis-
tributors: and  manufacturers' in
many cases will swell the demand

Chas. Wardwell

by :placing orders .for: necessary |.

inventory replacement; over and
above . amounts .needed .to meet
current shipments or sales.. For-.
eign demands, at-least.for a year
or two, will have some-effect. on
food and ‘clothing markets; large
scale shipments of industrial sup-
plies and capital  goods must also
be expected.. . -

Producers themselves will re~

quire a great deal of nhew con-

struction and. capital equipment.
Belief - that . plant . capacity .was
generally - over-expanded  .during
the ‘war: will_be justified only:if
we lapse into a much lower level
of production and business: activ=
ity than seems likely, Both obso-
lescence and wear and tear have

of imports.

been raised to high levels. - Much' "
new special: mathinery is needed, '
particularly . in printing, paper: :
making and textile fields. Fur--

.| ther new construction is necessary

to. handle a new high ‘level ‘of
postawar civilian goods demand.:
In saddition  to 'strong demand .
Wardwell . pointed out. that -
supphes of most commodities are.
still relatively ‘scarce.  Production
in reconverted ‘industries is- still: .
far below. a- normal level. Lack
of -shipping, scarcity. of foreign- -
supplies -and governmental poli- :
cies are obstacles to a free tlow.
Strikes, labor. mate- :
rial..shortages, lack of adequate -
machinery and equipment are ad- -,
ditional factors interfering with
the rapid increase in the:produc-
tion of cwman goods.
i “The ' inflation danger”. con~ !
fronting us is perfectly illustrated
by ‘what happened in..1919. By
Jan. 1. most. controls- were ‘gone: |
Within ‘15 ‘months after the’ post~ !
armisticeé’ low “point :reached .in !
February the general level of all |
commodity prlces had .increased- :
by 29%  .An immense inventory
speculation developed. .Frenzied
bidding . by.. manufacturers; |
semi-processed goods drove up.the |
price. of these commodmes by
86%..
While cmphasxzmg the prospect- :
of - further. price.
Wardwell - cautioned against, the

belief that the advance would be as i

rapid as that following the last war,
In fact; the advance in the entire
commodity price level:during 1946

probably will not:be more than ¢

6% or: 7% unless all. controls are :
soon:-abandoned.: While.OPA will
necessarily increase many ceiling . i

prices in 1946, inventory specu1a~ {
tion will hardly be excessive un-
less-controls aré dropped.. While. !
OPA itself may. not survvie mid-
1946, -well ;informed: political ob-: :
servers:.beleved.that. limited .con=
trols on rents.and essential scarce
commodities ~will -he contmued

:beyond that date..

N

DIVERSIFICATION

JWe believe that every man wd:h- o
“dependents will agree that diver-
sification of investments is not a
good job: without a substantial -
amount of life  insurance, which
pays promptly 100% in cash when

- the policy becomes due. -

" See a Prudential -7
_Representative . ., .

7t PropenmiaL
INSURANCE COMPANY OF AMERICA

A mutua) life insurance company .
NEWARK, NEW JERSEY

HOME OFFICE

for |

increase - Dr:* ¢
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- Railroad

Secitrities J

. Regardless of the fate of the

ing to railroad reorgamzancns w.
House and Senate in recent weeks, it is

various resolutions and bills relat-
hich have beeri. introduced in the

generally conceded that the

Missouri Pacific plan is due for major revisions. It is expected that

some new proposal will be
Payment of the Iron Mo

position of the ‘road ma

present plan pretty much ob-
solete.

As of the end of September the
road had net working capital of
close to $85,000,000 after allow-
ance for: payment on Oct. 1 0of a
full year’s interest on.the }st &
Refunding Mortgage bonds.” It is
estimated that. this balance was
inereased, or will be increased, by
roundly $12,000,000 from, tax re-
ductions incident to acceleratron
of amortization. of -defense pro]-
ects. . With :this; and earnings in
the last quarter of the year the

road should enter 1946 with net
working . capital: somewhat above
$75,000,000 after payment of ‘the

Chicago
Railways Co.
~ Cons. “A” 5s, 1927

P

Northern States’

Power -
6% Preferred

Jnterstate

‘Bakeries Corp.
¢ Common & Preferred“

e

ERNST&CO

: MEMBERS ’
New York Stock Exchange -and othef
leading Security dnd Commodity Exchs {
120 Broadway, New York5, i"l..Y

‘231 Sa. LaSalle St., ‘Chicago 4. TIL

forthcoming in the relatively near future.
ntain bonds and the-still strong ﬁnancral

Specmllsts in

. RAILROAD
' SECURITIES

: Selacled Situations at ‘all Times

,Z) 7/ Sizzini ¥ L”o

GUARANTEED RAILROAD STOCKS- -BONDS
INCORPORATED
25 Broad Street - New York 4,N.Y.

‘Telephone BOwling Green 9-6400
Teletype NY 1-1063

Beech Creek
Railroad

Bought—Sold—Quoted

Adams & Peck
163 Wall Stréet, New York 5

BOWIIng Green 9-8120 Tele. NY 1-724
?onton Philadelphia Hartford

e the®—

$24,156,000 of principal of . the
Iron Mountain bonds.

| Obviously a’ reorgamzed Mis-.

sburi Pacific' would not ‘need
nearly that large working capital.
It would not be too burdensome to
pay off in full the claims of the

RFC, the RCC, and the -banks for

around $38, 000 000 which would
léave the company with net work-
ing ‘capital of perhaps more . than
$40,000,000. All of these claims are
to be settled under the 'present
plan, in cash and new 15 or 25-
year 1st Mortgage bonds. Payment
of these claims: and  the Iron
Mountain - bonds (the Iatter has
already been paid) would release
$55,213,000 of hew 1lst Mortgage
bonds for reallocatron to the old
bond holders.

rAs the funds would be supphed
by Missouri Pacific the realloca-
tion would presumably. all. go to
the bondholders of that road and
not be distributed also to holders
of New. Orléans, Texas & Mexico
and International-Great Northem

SUTRO BROS. & CO.
Members New York Stock Exchange -
120 Broadway, New York

Telephone REctor 2-7340

bonds.’

561,000) and the 1st & Refunding
Mortgage bonds of Missouri Pa-
cific that ate to participate in new
1st Mortgage bonds ih the reor-
ganization. Under the * present
plan the 1st & Refunding 5s are to

receive an average of $400.in rew | -
1st Mortgage bonds, with the ac-.

tual . allocation varying» slightly
with the different maturities. Re-

allocation of securities now allo- |
cated to.the claims paid off would.

lift this 1st Mortgage treatment to-
an average of $650 per o d bond.

As of Jan. 1, 1946 the claims of
the 1st & Refundmg bonds" will
average slightly more than $1,400:
On' the basis of the reallocatio‘n;
outlined ‘above this would 'leave
roundly $750 ‘to -be ‘met in’juniof
securities. ‘This is on the assump=
tion - that it- would 'no-lenger! be
hecessary. to. compromise , part of
the claim as was contemplated in’
the present plan: Under the pres-
ent’ plan: the 1st & Refunding
Mortgage bonds are allocated ju-
nior securities as follows:" (rough
averagé. for ' all ‘maturities) ' $380
Series A Income 4155, $150 Serres
B Incomie 5s; and $222 of 5% pre-
ferred stock. Obviously it would
be necessary té continue these al-
locations if the claims were to be
met in full.:

:On this basis the major benefrt'

to ‘be ' derived from payment of
some of ' the claims with “cas
would be to meet the claim of the
1st & Refunding bonds -in " full
with new securities rather. than
compromising if.
plan about/$240 of the claim was
compromised by giving the hold-
ers the ‘option of taking . aroutrdv
$71' in- cash
roundly -$275 in Class A common
stock takerat $100 a share.  Had
holderrs taken:the. stock- option
this. would "have involved:atotal
of 617,910 shares -of ‘the Class ‘A
stock.” With the full claim-of the
1st & -Refundings ; met ‘'without
récourse ‘to “the comprom}se ‘sét-
tlement tthis stock might be avail=
able to improve the treatment of
Jumor securities. e
Althougﬁ the possrbihty of any
material :improvement - in the

treatment: of the junior securxtxes,

is uncertain ‘at this time, there:is.
little ‘question ' in" the " minds . of
most’ rail analysts that ‘the status
of the 1st & Refunding bonds has
been improved 'materially. = Con-
siderable investment buying has
been ‘going on in recent weeks.

‘White Wire 'to N. Y.
ST. LOUIS, MO. — White: &
Company, Mrssrssmpx Valley Trust
Building, have installed a private

wire to New: York C_lty

invest in it!

61 Broadway:

VICTORY—

now you can

PFLUGFELDER BAMPTON & RUST

Members hew York Stock Exchange

‘New York 6

“In‘addition’to the-claims.
that could :be ~paid off “ag nien-~"
' tioned above; there are only; three |.
small divisionals (aggregating $3,~

‘trains, :
bt comotx ves:, ;g

:the ‘people- of -

In the present,

or an’ average - of.

lllamoml Anmversary for: Mussourl-l(ansas~Tex.

. The ‘Missonri-Kansas-Texas Ra*lroad during“the ‘week " Oct.:29

to Nov 3, celebrated. its - diamond anniversary ' (1370-1945)..
celebration was held at . Parsons;: quas and wus sponsored by the ;

citizens of thdt communily. .
Raymond J. Morfa,. Chmrmnn
the  celebration,

of the’ “Katy” board referrmc to]

had from any
community.’,’= foren
"Mr; - Morfa: "
told of‘the.
Katy s plan
for: 1mproved y
service in:the "

‘tuttre;. re- "

viewing ‘the-:
purchase “ of.
stréam = lined '8
passehger: 8
Diesel”

and other

‘eqhipment:‘

He * also - told
of plans 107,

eehédulest iy

Thanking nymond J Morla
Patsons .for their ‘gesture - to the
Katy; Mr::Morfa- said- the  family
qpmt alongthe railroad-was one
of its most-valuable agsets:

v

o “The’ term  ‘Katy' famrly is ‘not
{iust a play on words.
real:and | happy: relationship - en~' -
joyed by all who' are active:'in -

the ‘railroad’s’ operations  and : by

the :communities: which' the' Katy .~

serves ‘and:in’ which- our people’
live and work,” he said. .“So lofg

as there is a Parsons and a‘Katy, ¢
I hope that we will -‘always con-"

| sider ourselves as members of the -’
same family, working togethvr for X
‘| the .common.good.”* * !
| Mr; Morfa further said: that “I‘
can seeno obstacle in the path’of 2
industrial "decentralization of our:: ./

| crowded eastern areas and the mi-
population '
.}and wealth.to our ‘territory.,

gration ".of. industry, =
IfI

had ;-not.  seen.. this

would not have decided to cast my,

lot . with : you: people who - will:

benefit and prosper w1th this’ de-

: velopment ¥4

‘Wants Business fo War on Collectivists

Are Getting Ready: to:Forge New Restrictions on ante Enterpme.

“Aceording ;to:an. itém’ published - on Dec.: 1 in'the: New: York'_ oy

“World-’l‘elegram ? reporting .arinterview w1th Edward’ F. Hutton,
Chairman of the General Foods - Corporation,  at his home‘in West-

bury, ‘L. 1. the. financier demanded positive action-on"the part of" "
buisiness. to ‘combat - collectivist. ideology which “he ‘described’ as’ a
“Ball-and-Chain’ Rule:philosophy. He expressed ‘2 fear that if :the = -

“Collectivists”, succeeded in what

‘they are:planring-they. will bank-

rupt ‘American ecotiomy -and ! put

séctirity ona par with what: pms- :
‘oners at: Sing Sing -etijoy.” ;-
1 “I’s" about time-that. we: exam—

ined:this - ball-and-¢hain and thé
determined group: of _uttérly’ un=
Armerican ‘experts’who,: with .the
€0~ operation of - self-seeking ‘poli=

,ticrans -are. deliberately. attempt-

ing  to: bring . America to:: bank=

' ruptcy: by ‘continious deficit

spending..and ~destiny ' by: debt.”
Mr. Hutton .is reported to’ have
said. that “there is’still a minor-
ity of determined, envious, ambi-

_tiious autaerats striving.and. plan-

ning to make this country the Iand
of .the hall-and-¢chain,”

| Mr,. Hutton’ added that ‘“they |
render- lip. serviee’ to "the Demo-

cratic. " Party. 'and.even tfo Presi-
dent : Truman, . yet: they eannot
and will not. agree with:; what the
President said in his radio address
of Aug. 9: (A socrety of self-gov-
erning men: is - more 'powerful,
more - enduring, more - creative,
than:any other kind .of society,
However dlscxplmed however
centralized.”

i1 “There'is a standard drametnc-
ally opposed - to the .ball-and-
chain; there is a premise s:red by
truth 'and born of experience.’

. Contending that. pre-war New
Deal -ideclogists ‘are getting ready
to forge the ball-and-chain again,
Mr. Hutton declamed that ‘“plenty
of un-American - individuals . are
planning to smash - industry, en-
terprise and ~ the . competitive
profit-and-loss "~ system “so -they
can take over and create the per-
fect monopoly. The ball-and-chain
is destined first for capital; then

for labor‘ and: then for the peop
at large”’ "

Accordmg‘ to the “World Tele

gram," Mr.. Hutton stated 'that to

combat the collectivist trend, busi

It.is‘a very::

The:

stated it was' ‘“the finest tribute- any. railvoad ever .

‘inevitable %
¢hange, . you:- may .be sure ‘that.

'E. F: Hutton, in an. Interview, Asks for'a Standard Bearer to Lead: Attack L
oni “Ball-and Chain” ‘Rale ' of Collectivist Philosophy, ‘Says . Business . '
1 | Must Speak Up.on Public Quéstions and- Asserts New Deal. ldeologrs(s sen

ness . must - forsake:’ immedlate]y 3

said Mr. Hutton, the attitude that
it, is beneath  its s dignity. 1o .do ..

anything: about. it.and-assume. an

attitude of" defense of “white-col- .-
lat rights, Iabo,r in:the plants, and

stockholders.

A prime obhgatlon of busmess iy

he declared; is:“speaking. up’

public- questions such; as leglsla-v".

tive bills, social and. moral issues..” .
“Management has.been.wrong’ in +

chance, perhaps the last chance to
sell the American way of life back

over-stressing - the.ivalue, . of - si-: ‘o .-
/ len'-e," Mr. Hutton stated. “A per-: '
son’s judgment is:only as good:as . .
his _information. .. To. those who :
speak .out, destiny .has_ given'the: !

to the Americans and ‘to: help us -

all ‘avoid the ball-and-chain.”

George V. Jackish Has
Rejoined Harris Upham :;

George V. Jackish' has returned::
to' Harris, Upham & Co.; North-_ *

MINNEAPOLIS,

western - Bank . Building ‘as’ a
trader.  Mr.’ Jackish ‘entered the
Army-in January 1934, serving in

the Service: Forces as Sergeant in

Personal- Affairs: Division at Ft:

Snelling, ' Minnesota, ' Lexington,

Va., and on other special detached

se1v1ce dutles at- Camp Edwards,

Mass. and various posts within the ;
seventh Service -Command. He -

was discharged in October- 1945.

L h rothchild & co.

Member of Natfonal Association
of Securities Dealers, 1nc.

UNITED PUBLIC SERVICE, Com.
UNITED PUBLIC UTILITIES, Com.
' KEYES FIBRE =

Class A and ‘Commorn

‘EAGLE FIRE lNSURANCE CoO.

" y.c. L
Tele. NY 1-1293

52 wall street |
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Canadlan

By BRUCE

Securztws

‘WILLIAMS

, In the topsy-turvy world of today commodlty-starved countrles

oreover, in-the case of Canada; which' is

! anomalously outside, the Sterling area; Dominion exports are’ barred

{rom access to British Commonwealth countries.

Canada—poténtial-

the most powerful économic unit 6f the British Empiré—is not per=
| ! mitted to play hér proper role in ‘the economxc rehabilitation  of

- Britain. Instead, previous.intima-#:

tlons ‘have. developed mto defl-

&

X

P

jjcjnn’nninn SECURITIES

BOHBS STOCKS
MARKETS maintained in all

 classes o Canadian external

; cmd mternal bonds.

f

Stock orders executed on the
* Montreal and Toronto Stock
" Exchanges, or at net New
York Prices. & i g

Q« ﬁuect Private Wnres to Buﬁa.lo, e

| 4 Toronto and Montreal -~

Dommon SECURITIES
' ORPORATION,

40 EXchange Place, New York5,N. YQ
Bell Syu!em Tslatypo NY 1—702 3

CANADIAN BONDS
GOVERNMENT
PROVINCIAL

MUNICIPAL
CORPORATION

CANADIAN STOCKS

A.E.AMES & CO.

“INCORPORATED

TWO WALL s/'rm-::t
NEW YORK 5, N. Y.

RECTOR 2-7231 " NY=1-1045

.mendous

hité recommendations that if Can-
ada wishes to maintain-her Brit-
ish = markets, " Canadian - plants
should “'be “'established ' in - the
United Kingdom. The érowning
stroke, however, : is . thé implied
suggestion' that the Dominion re=
frain from seeking hew markets
for -her.goods.and -thereby elimi-
hate. competition with Britain.

Such recommeéndations’ are the
product ‘of shortsightéd- bureatic-
racy. and aré -éntirely devoid  of
the vision which is necessary: to
restore, for the universal:benefit;
the economic vigor of the British
Commonwealth. . Canada is' the
king-pin of the British community
of nations.

Thé Canadian record during,
the war oin 4 per: ¢apitd basis
was unsurpassed and .fevédled
promise of  futuré capabilitiés
that . should - haveé - given . frésh
hope to wai weéaried Britain. Xt
.would appedr however that thé-
doctrinaire coursé of British af-
fairg is along thé path of dull
neégation and blind -déspair.

' British and Canadian industries
do not havée {0 clash in compéti-
tion;* and- can -thrive in coopera=~

tion. In some casés it ¢éan be ad- b
vantageous ‘to. establish Canadlan :
plants in:Britain;. but ‘anycom-|-

pulsion in:this direction ‘can be
highly deleterious to-Anglo-Can-
adian trade relations in general.

On the other hand, the door to|: -

coopéeration is wide open. Cana-
dian credit is freely available un~
til British exports can restore a
better balance of foreign trade. If
the Bretton Woods plan is not im-

—| plemented it would be natural and

logical for Canada to be included
in - the * Sterling - area, * thereby
strengthening the “hard currency”
position of this group and per-
mitting freer ®dealings with ' the
dollar area. Finally, the natural
flow to Canada of British industry
and 'technical skills should be en-
couraged and assisted. If thé con-
trary policy is pursued the tre-}{-
.Canadian capacity -for
éxpansiori - will be stifléd ‘to the
universal detrimeént.-

Turning to the market for the
past wéek, previous anticipations’
of strong demand for high grades
within 10 years weré fully . real-
ized. Pnces throughout this sec-

tion wéré markéd up But thé tum-
over was restricted by thé déart
of supply; Albérta; Saskatchewa
and ‘Montréal issues were stron
but offerings weré also. scarc{.
There:was conseguéntly increase

. |pressure” 6n thé intérnal .sectioir,.

Dorhinion bonds and mining and
industrial shares - weré freel
brought down 6h thé raté, and
free funds remained at the peak
level “of 9% % in spite of offert
ings ‘of . dividénd proceeds.. A$
usual-the persistérice of strengtl
of the “free”” Canadian dollar gavi
tise to “parity” rumors. Although
thére is evéry reason for thé cont
tinued firmnés§ of Canadian ex:
changeé "theré is nevérthéless no
change in the basic situation]
which' still points towards the
mainténancé of the existing rela-
thl’lShlp with thé U. S. dollar.

With regard to future’ inos-
‘pects the termination -of thé |
Victory Léan should = accén- :
‘tuateé thé growing interest in |
Canadidn sécurities  in ‘thlss
-~ country, especially as thé frénd
towards - declining - yields on '
bank-eligible bonds i$ incieéds- |
ingly marked.

Whitcomh [‘t'gam Active
at Phelps, Fenn Co.

Phelps, Fenn & Co., 39 Broad-
way, Néw York: Clty, annotnces,
that’'Richard" E...Whitcomb. has:

Richard E. Whitcomb

beén released from- active  duty

sumed:- -his. position as a general
paxtner in the fxrm

- Huff Rejoins Georgeson )
Georgeson & Co., 52 Wall Street;
Néw York City;: announces that

from’ dctive duty with the Armed
Forced and .is again associated:

with - thém,

j been complet-

| than had been “expeécted. ' This
| means that the disruption of oufr

| still in a. transition perlod The

|| forces ‘will undoubtedly increase
‘"the uhemployment total over the
next few. months.

| demobilized. Wé have stepped the
|| rate up to 50,000 a day, and expect
| to continué at this pace.-

i reconvertmg our planfs from war
| to peace . is. virtually completed.

<1 93%
‘| cleared in 60 days or less after re-

with the U, S, Navy and has re- |

Asa C. Hutf, Jr: hds béex released

»

Wood Gundy & Co.

Incorporated

14 Wall Street, New York 5

1 61 Broadway, New York 6. N. ¥

CANADIAN'
STOCKS
Industrials -— Banks — Mines
Bought——Sold—Quotéd

CHARLES KING & CO.

Members Toronto Stock Ezchdngé

WHitehall 4-8980

Direct private wires to Tororto
and Montreal

’
|

‘Buy Vict()ry Bonds

TAYLOR, DEALE & COMPANY
: 64 WALL STREET, NEW YORK 5
WHitehall 3- I874 '

In Press and Radio Conference He

Loss Thiough Strikes Since Augusf
orking Time. '

In the first

econversion and Production and Lifting of Wartime Controls.

Tells Position of Manpower, Plant
Holds
Hés Beén Léés Thati 19 of Total

At his préss and radlo confeérénce on Nov. 29, Precldent Harry s.
Tfuman gave out the following statement regardmg reconversion:

100 days of re-
conversion, we
have made
the following
ptpgréss: !

Manpoweér—
Theé great part
of the layoffs
from -war
plants has now

ed 'except in

the shipyards.

Employment

in non-war ac-"

tivities has in-

creased. since

V-J Day. To-

tal employ-

ment has now

returned to President Truman -
thé V-J Day level and xs expected
to continue to risé.

“Unemployment . so far is less

economy has.been. léss drastic
than ant1c1pated However, we are

rapid demobilization of the armed

. Durihg .these first 100 days; 3,-
500,000 meén and ‘women have been

Plant Reconversion—The job of

of all " plants have been

quést. Two-thirds of theése plants
were -cleared within 40 days or
less, Twénty-séven billion dollars’
worth of war contracts have been
cancelled since the surrender of
Japan. Approximately ' one-third
of the 122,000 war: contracts can-
celled since V-J Day have been
settled.

" Lifting of Wartime Controls—
All war manpower controls were
lifted the day 'after Japan sur-
rendered. OPA has removed, sev-
eral - hundred items from price
control, removed all rationing ex-
cept for.sugar and tires, and com-
pleted the pricing of reconversion
goods almost 100%. OPA has re-
duced orders and regulations.on
its ‘books to 55 from a wartime
peak of 650, ODT has 14 orders
standing, as compared with 3,050

during . the war. . About 85% of
wartime ' export. controls have

beer

z lifted, and 75% of wartlme
import confrols.
Production—Most peacétime
products are already in produc--
tion or ready to roll. The metal-
working trades on which we de-
pend  for most of our consumer

' Truman on Reconversmn Ptog'zess-k

durable goods are in such shape '

that they expect by the middle of

1946 to ship goods at two and one- -

half times the 1939 rate.
Business Activity—Business

continues good. Here are some in- '

dications:

Retail sales, up 10% now as :

compared with the same period'
last year; steel ingot production, °
back up to 82% capacity today as
compared with 60% capacity right
after V-J Day; electric power pro-
duction, now only 14% below the
wartime peak.

Labor Disputes—There has been
an’ upsurge of strikes since VaJ
Day. The increase has been due in
part tp the fact that all parties
held their grievances in check
during the war and observed the
no-strike pledge. New  strikes
since August total approximately
1,500, involving about 1,500,000
workers, During the same time
924 threatened strikes were avert-
ed, involving about 400,000 work-
ers; and 868 strikes were settled,
mvolvmg about 525,000 Workers.
Labor dispute cases seftled

rough Nov.,24 numbered 2,821,

olving about 1,150,000 workers,
Tlme lost through work stoppages.
since August is estimated at 0.76
of 1% of the total working time
available, -* ¢ "

Stablllzatwn—The cost of living
has declined 0.3 of 1% since the
surrender of Japan compared with
a risé of approxmlately 13% in a
comparable period after the last

war. Some of ‘the decrease this

time, however, is due to the sea-
sonal decrease in some food prices,
Direct “ controls. over wages and

i ot o 5 St o A .

i

salaries have been removed im *

most fields,
not been allowed to affect price

but increases have

ceilings or costs to the United :

States, except in some specific and
narrowly defined cases to correct
maladjustments or inequities.

Inflationary pressures are stilk .
great, and danger signals pointing -

to @ further building uvp through

the winter and spring are the rise .

of rea] estate, wholesale and raw -

materials prices. We must con-
tinue to hold the line, We cannot
permxt inflation.

Stabllnzatxon Director Collet Informs

ness of Existing Ceilinigs.

of the letter fro
ing the directive

Dear Mr. Bowles:

Upholds OPA ““Cost Absorphon"
Principle

OPA Administrator Bowles That to

The Office of Price Administration released on Nov. 29 the text

Stabilization Administrator John C. Collet explain-

filed on Nov. 28 with the Federal Register,

directive ,interprets the applicationy of the Administration’s, wage-

price policy to the OPA’s reconversion pricing formula. '
The text of the letter follows:

This

You have asked for a ruling on
an important question concerning
the application of the reconver-
sion and similar pricing formulas.
The question is whether, in the
application of these formulas, cur-
rent cost increases resulting from
materials price increase or ap-
proved wage increases should
be - automatically translated into

itized for FRASER

higher cexlmg prices or whether
ceiling prices should be incréase
only if it is determmed that the

Allow Current Cost Incréases to Be Aufoimatically Translated Into -
Higher Ceiling Prices Would Be Inconsistent. With Executive Orders
6599 and 9651.. Says Actiaal Operating. Costs in. Transition Period
Under Restricted Volume Produchon Are Not Adequate to Base Fair-

cost increase cannot be absorbed. |

In my judgment any pricing :

policy under which, at this stage .
of the reconversion program, cur- .
rent cost increases resulted in-

variably or automat1cally in high-
er ceiling prices, without inquiry
into the ability of the sellers in-
 volved to absorb them, would be -
iheonsistent with the purposes both
of Executive Orders 9599 and

d { 8651 .and. of the stabilization laws.

(Continued on page‘2717)~
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Securities Salesman’s
e - TRy JOHN DUTTON===

.- Some More on Regimentation of Securities Dealers
Here are'some of the opinions that have been expressed by small
retail securities dealers from different parts of the country on the
- suggestion made in this column last week that dealers organize a pro-

Corner

- {ective association. By small, we mean houses that are not members |
of any exchange, nor large enough to underwrite -issues and that |,

Have an organization of less than 10 prinicipals and salesmen combined,
- . There seems to be a general agreement that any new organiza-
" tion-that might be formed have as its main purpose the protection of
* the ‘welfare of the retail securities dealers primarily interested in the
* “over-the-¢ounter” market; that it should, be. composed and run
" mainly by non-member firms and small retail organizations, even
" though larger iirms would be admitted. The consensus oi - opinion
seems to be that the larger firms arc adequately represented by exist-
ing organizations. The -dealers; too, urge: that the governing body.
be composed of representatives of firms having GEOGRAPHICAL
DIVERSIFICATION .on the ‘theory: as one expressed it that “New
“York City may be the cors of the financial apple—but it’s nat ihe
“whole apple—and neither is Chicago.or San Francisco.” ’

Now here are-some ‘of ‘the ‘specific suggestions for such ah or=
" ganization which might be included in its organizational set-up and
- its objectives. . prale 50 ; ; d

One dealer ‘asked us why-there isn’t.some place where he could
: go to get-interpretations of new laws ‘and regulations.that affect ‘his
 pusiness.  -He said he didn’t want to go near the SEC. In fact, he
- said that from his experience, most dealers wanted to stay away from

-any contact with the offices of the commission. If he had a question

on some point about which he:was not clear regarding the Securities

Laws he would be glad to pay for such a service, - He thought if an
. organization was ever formed that had the real welfare of this in-
- dustry at heart, that theéy. could have such'a ‘service provided, and
: that. he would be of the opinion that he was getting something besides
- sandwiches, pickles: and .cake. for his membership. - We understand
- that no legal.advice can'bé given by any such organization, BUT IN=

{ TERPRETATIONS -OF RULINGS AND LAWS COULD BE SENT TO, |

"“MEMBERS,.IN LANGUAGE THAT THEY ‘COULD -UNDERSTAND,
{AND-THIS-IS ‘PERFECTLY,_'PEBMISSIBLE UNDER STHE STAT-
- UTES. S o o g s : ;

. Another dealer.thought it'was ridiculous for-the NASD to make
-2 ‘survey .of mark-up_practices .of houses handling institutional busi-
.'ness, listed: business: where’ brokerage charges -were ‘simply - added,
“municipal -issues, highly:active unlisted stocks (such as insurance and,
bank shares) and also.the-inactive smaller, issues, lump. the whole

- - thingtogether.and strike an average.of mark-up:”-WE AGREE WITH |-

“HIM. “SUCH PROCEDURE IS NOT .ONLY.UNSCIENTIFIC FROM
“ANY. STATISTICAL VIEWPOINT—-BUT.THE RESULT CONSISTS
‘OF. A DISTORTION OF FACT WHICH HAS BEEN USED'BY THE,
{OFFICIALS OF THE NASD. TO ATTEMPT. TO_.UNDERMINE THE
. STANDARD .MARK-UPS OF ‘THE SMALL.DEALERS. "A"survey,
! of -the past: 50. or-75. sales -of 1,000 small retail dealers belonging to
" their-own: organization—conducted , by themselves without. fear .of

- Lipe-Rollway Corporation
" Convertible $1' Preferred. Stock ., .-,
< AClaSsb ‘.‘éA_”_; Sv'toék,\'f ‘i \
.‘“C'ircul‘dk_rfon'_re-q@e'st : : i
HERRICK,WADDELL & Co., INC.

55 LIBERTY STREET, NEW YORK 5, N. Y.

~

* Four- sons: of four senior partners of Hemphill, Noyés & Co.,

thirtieth ' anniversary. . All of the sons. are 28 yeats old. .
hree of the young men had achieved the rank of Lieutenant

Class..of. "39, received a commission as ensign in.September

ol 7

phill, Jr., USNR. Lieut. Comdr. Hareld :C. Strong,
illness that sent_him to.the heospifal.’ ;5 o iny oo

v

Hemphill; Noyies & Co. Gelebrales Thirly Years in’Investment Business

15 Broad Street, New York City,"

investmeént bankers, who'‘recently were -discharged from:the Navy and Army, began following 'in
the “foolsteps of their fathers when they started work Wednesday ‘with. that firm"as it' celebrated its

"Coémmander in the Navy and the

fourth was-'a First Lieutenant in the Army. Jansen Noyes, Jr., a- graduate of Cornell University,
1941

and . saw considerable action: in

Standing (L. to: R.) are: Stanton.Grifﬁs;'Lieut.-Ni}con.Griffis.' "AUS;" Jansen ' Noyes; .Lieut.. Comdr.
Jansen: Noyes, Jr., USNR; Harold - C.. Strong; Clifford -Hemphill; and ‘Lieut; Comdr. Clifford Hem- .
Jr, USNR; missed :

the ceremony hecause of a sudden

both_the Atlantic and the Pacific..
His. first assignment was withithe
Y. S. Destroyer. Fitch under: ¢on:
struction . in Boston :Navy: Yard;.
During; his second year on her he

R RN RO L LR SR s TR P Sl T P
and_head.of the Central,War.Det
partment, Film Library. » ~ ..~ .

. .Clifford- Hemphill, Jr.,-a ‘mem=
ber of the-class of.’41.of the.Unit
versity - of . Virginia, -joined.  the

served as Chief Engineer. He was
later transferred-to the U. S, De-
stroyer. Haraden, -on duty in the
Pacific, as its Chief Engineer. At
the time of his discharge, Lieuten«

- Nixon'Griffis,-the sorr of Stan:

class of 40 of Cornell University.
He. joined :Squadron ‘A’ of the Na-
tional Guard in 1940 and after the
outbreak of war became a.ma-

Regiment. He was transferred to
the Signal Corps, Photographic
Center in '1942.. He spent .some
time abroad as a member of the
crew that started work on Gen-
eral “Eisenhower’s picture = “The
True Glory.” At the time of his

_discharge he was a first lieutenant

ant ‘Commander:. Noyes was as-.
signed to the Cruiser Little' Rock..

ton: Griffis, was. a2 member. of the:

chine gunner in the-101st Cavalry.
commander,

Naval- Aviation . Service “in: 1940

and . a .year - later. received: his
wings and was commissioned an
ensign. He served -as -an -instruc-
tor on - Catalina . seaplanes: . at
Jacksonville, Fla.; from June 1941
to October. 1942, He became a pa-
trol plane commander and trained
Task: -Force. Squadron. -3.. He-also
served as-operations officer. at Key
West, Fla:; assigned.to Night At~
tack- and . Combat Training Unit,
Detachment 5. At the time of his
discharge. -he was. a  lieutenant

-Harold Clark Strong, Jr., was
graduated from ‘Yale-in 1940 and
joined -the Navy in July of that
year., He was attached to the de-
stroyer U.S.S. Grayson for the
war and eventually rose to be its
executive officer, He saw consid-

For Dealéi‘s Only
Missouri State Life Insurance Co.
Bought —-\Skold — Q'uoted

"WAaRD & Co.

" Est. 1926 - : ‘
Members'N. Y. Security Dealers Ass'n Telephone:

120 BROADWAY, NEW YORK 5 RE. 2-8700

Te}titype:
-1287
NY) 1.1288

We are  interested in offerir:gs of
" unlisted securities for distribution
through our organizatio_n;_

* *

DENAULT % CO.

_ . Russ Building, San Francisco 4’

‘only advice, but financial support, and a CHANCE FOR HIS DAY IN

persecution—would show. a different set:of percentages of mark-up
than_Mn_nglace Fulton now. proudly parades as the result of his
lg;isgqulsl'tlon upon the private affairs of the membership of the

Then another said: “How about court protection against unfair
charges brought against dealers by the NASD or SEC?” There are
cases.of smaller dealers throughout the country that have been
l;_lack;gcked into submission . . . just because they haven’t had the
t;nanqwl resources' to fight.. Why 'shouldn’t such an organization
have its own fair conduct. committee? If a dealer is brought up on
charges by any governmental. or quasi-governmental agency, why
shouldn’t this dealer have some place where he could go to plead his
side of the matter? Why not have a committee that would hear both
sides of such a case? If the dealer was in the wrong in the minds of
his own organization he would receive no assistance. If he had
justification for his-stand, if his rights were being impaired, if he
was being KICKED AROUND, then he would receive assistance. No}

COURT.. This dealer. said he’d be glad to “kick-in’*'his share'to
defray the expenses of 'such a defense AND THAT IT WAS TOO
BAD WE DIDN’T HAVE SUCH AN ORGANIZATION TO HELPTHE
SMALL DEALER UPON SEVERAL OCCASIONS IN THE PAST.
Thinking back ..”. we can remember several such’ instances ourselves. .

These are just a few of the thoughts that are going through the;
minds of the retail securities dealers around the country. There is a:
lot more room for good suggestions'. . . possibly you too might have.
a few. If you do, send them along.: This column will respect your
confidence. There is only one thing wrong with the securities deal-!
ers of this country . . . for years-they have lacked courage. But it
seems that slowly they are beginning to stiffen their backbone &nd/
are ‘beginnine to-acsert themselves. “The: first nhines ‘e alwavs the
hardest . .-. after that the swimming would be easy. What this busi-

Telephone EXbrook 7484

ness needs is a national organization that has THE-PROTECTION OF'

THE RETAIL DEALER AS ITS FIRST AND PRIMARY OBJECTIVE.{

work within the "Arctic .Circle, to
assisting the landing of the Ma-
rines at Guadalcanal and acting as
la screen.for the: famous: Doolittle
raid on Tokyo. Some of this de-
stréyer’s: ‘action - and. :adventures
are described in part in-the book;
“Condition Red,” written by Com-
mander- - Bell... Lt. ‘Commander
Strong was subsequently brought
back. and -made executive officer
on a new.Bath. destroyer of the
largest type., He was in a, number
of other naval engagements in the
Southwest Pacific and has.seven
battle stars.. :
Hemphill, Noyes & Co., mem-~
bers of the New York Stock Ex-
change and other leading Ex-
changes, opened its doors for busi-
ness thirty years ago in a tiny
office at 37 Wall Street, to oper-
ate on-a small capital which the
young members of the firm had

been able to borrow. During these
years it has grown to' become.a

leading investment banking-firm
with one of ‘the large capital ac-
counts in Wall Street. It has
headed or: participated in many .~
billion-dollars worth of corporate
and ‘municipal finan¢ing -and to-
‘day is banker for more than one
hundred - industrial 'corporations
and its. partners serve  on. the
Boards of Directors of twenty-five
of them. )

C. P. Young Elected
by First Colony Gorp.

Cecil ' P. Young,- previously ‘a
Lientenant Colonel in the Army
Air Corps, has been elected a vice
president of First Colony Corpor-
ation, 70 Pine Street, New York
City. Mr. ‘Young was executive
vice ‘president and. director of
Wickwire Spencer Aviation Cor-
poration; executive vice president
and director of Wickwire Spencer
Me{callurgical Corporation; and a
director of: Wickwire Spencer

Steel .Company.- -~ ' ::

"eréble and varied action with. hkis "~
| destroyer, ranging “from” ‘convoy

igitized for FRASER
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'-Savmgs and Loan Banks ‘Assets|
- Mount

Secrelary Cellarius of. Savings and Loan League Says 1945 Shows Larg-
est Gain' Yet, Amounting to $886,460,637. Expects an Aggregate of |
$8 Billions in Assets by End -of Year. Ohio Leads, erh New York
Second, and Massachusetts a Close Third."

The largest gain in assets in a single year which the savings and |

loan and co-operatwe bank system: of'the nation has' ever 2xperi- |
. enced wasils¥
‘achievement

~in- 1944, H. F.
;. Cellarius, Cin-
“¢innati; secre-
tary -treasurer
“of the United
~ States -Sav-
~ings and Loan
.. League, re-
ported’ to:the’
- League’s ex-
",ecutive coun-
cil- in annual
meeting on
Nov. -29.: The
gain of $886,-
460,637 had
‘brought the
T - business up to
*H.F.. ; 1 $7,479,750,657
e Fellmian as of Dec, 31,
/1944, he said. "
" “Considering that - the year: in
. 'which we are now. operating has
been'one of even more spectacular
increase than last] I think there is
no ‘question that we shall be over
$8,000,000,000 by ‘the close of 1945,”
he ;ald .

N

“Surplus - and undxvxded profrts
amount to 7.8% ‘of total assets™in |
spite of the rapid:growth we have |
experienced.: Every -factor-in' the |
statistical outlook™of savings‘and |
loan institutions and co-operative
banks points to a readiness to play |
an unprecedented. part’ in -the |
home ownership expanswn of the |
next decade. Our. financial posi- [
tion should also ‘gain for us'a new
high. rank among the savings in-
stitutions of the nation.

. “In -a period of growth and re- |
construction the position' of - the|
various states in the savings and |
loan system are likely to change |
frequently.: As of the close of last |
year, Ohio maintained not only its |
lead but also its distinction as the
only billion dollar state. The sec-
ond- ranking state is’ now New |

York which had ‘gone over $600,- |,

000,000 by the end of 1944. Massa-
chusetts -was a . close third with

$593,000,000. ‘and we 'had three
others’ over . $500,000, 000, Illinois,
Pennsylvania and Cahforma

it

Says Building Pickup Lags

.,avmgs and Loan League Committees Report Likelihood of Continuation
of High Building Costs. Reports Bulk of Veterans Building Loans Are
Financed by Savings and Loan Associations, and. Predicts Questions of
Appraisals and Loan Procedures Will Be Satisfactorily: Solved. Calls
for Revision of. Local Property Taxation and Recommends That Hous-
ing Projects Be Conducted Locally and With Private Capital, but Urges
Governnient Assistance in Planning ‘and Research.. Calls Attention to
'lncreasmg Reserves Built .Up by Savmgs and Loan ‘Associations.

remain relatively high, the United

Committee on: Trends and "Eco- -

nomiic Policies reported on. Nov.
30 ‘to- the final- session of the
League’s executive councxl meet-
ing in the Palmer House' in Chi-
~cago.- Lloyd L. “Tilton, Santa Bar-
bara, California, chalrman of the
commlttee, said that costs of new
construction - are’ 'something . like
31.5% .above the 1935-1939 level.
Reporting. for the .committee on
Home Taxation, B. E. Buckmastet,
Tacoma, Washington, : said. that
prospects - for - ‘huge volume ' of
residential .construction at-these.
high costs add a special import-
ance to-the ‘question- of - taxes on
homes at this time..

The committeée felt ‘it dlfflcult
to~predict ‘how soon ' residential
construction would. move forward,
and ‘said that the pickup 'to’ date
has lagged materia]ly behmd what
had been forecast.

“In’ some communities a real
scascity of building materials con-
tinues, in others there is little or
no construction labor,” it reported.
“In' some areas - industrial , and
commercial * buildiffg, ~ including
gas stations, has been given prece-
dence over home building.”” =

‘The committee said that home'
loans guaranteed’ for veterans .of
World War II under-terms of the
Servicemen'’s Readjustment Act
have now. reached ':127,000' and
some’ 22,000 have been . made.. by
savmgs and loan: associations-and
co- operatlve banks.: Treatmg‘ of.
: thq difficulties felt in.some quar-

ters about fitting in with this loan |:

pz’*qgram .the report continued::
“We believe- that the questions

both of appraisals: and ~the loan

procedures | will ' be - satisfactorily

.\.sqlved .as+ the: busmess develops [°
~and  that these :problems:will be |

.met -and. overcome- just:- as- they
-were in the case: of. HOLC loans
and FHA-insured loans.”

..~ {The Committee on Home Taxa-
- tion -said - that: there- has - never-
'been: a - time..when- there "was.a:

Building costs at: least for the: foreseeable future are likely. to

States -Savings and Loan-League’s

greater ‘need ’ for recastmg the
general property- tax, -
. “Property - owners .now fmd
themselves caught between taxes
based upon increased assessments.
on ‘the ‘one hand, 'and 'increased
liviag ¢osts, and in ‘the casz of
rental ' properties, - a. ceiling . on
rents,”.reported B. E. Buckmaster,
Tacoma, Washington, chairman of
the commxttee

“One- of the important factors
which will determine whether im-
migrant. families will ‘remain ' in
the cities to which industry. cailed
them is that of property taxation.
Relatively high taxes will discour-~
age such families from undertak-
ing home ownership or oven're-

maining ‘as tenants . since  high’

rentals are assoc1ated w1th hlgh
tax rates.

The Committee on Housmg, re-
vorting . through - its - chairman,
E. L. Barnett, Santa Rosa, Cali-
forpia, recommended adoption by
the League of ' a  six-plank’ plat-
form, setting. forth that:- + -

. 1; Shum- clearance and: housmg
are separate and: dlstmct plOb-
lems. ... -

2. Both problems are local in
character. ‘rather .than national.

3. Private “enterprise . has, - does
and will provide-better housing at
lower cost- than public:housing,

4. Unsubsidized- public' housing |’
is unsatisfactory as'‘compared with | . ;
privately built’ housing. both as to | ;

social and economic. .qualifications,
5. Where: subsidies are neces-

sary: .for..decent :housing they|i:!
should ‘be provided -at.the indi«| -
vidual mstead of the commumty ki

level.

6.-The' use’ of pubhc funds for
housing should be-confined to: re-
search; and- statistical studies -and
for. the aequisition of land:for ur-

ban -redevelopment - as. provxded [
by law ‘in variousstates. .

+ The Insured Section Committee| -
‘of the League ina.vigorousrecom-." .

mendatlon for expanderl partlcn-
| pation- in' the home lending *pro-|
gram to veterans ‘under the Serv- |
icemen’s Readjustment Act,
. pointed to the record of five in-
stltutxons of the savings and loan
.type which had made home own-
.ership loans to veterans totalling
'$300,000 each before V-E or V-J
Days- had had time to bring any
.significant number of servicemen
-home.

““This" commxttee believes' that
-our 1nst1tut10ns have a ‘very ' un-
rusual ‘opportunity . to serve the
' veterans as prov1ded by the stat-
iute)” said :E,: A. Minier, ‘Newaik,
'New Jetsey, chairman. “Itstrongly
irecommends - that associations ' be
‘equipped to offer complete service
‘to 'veterans and that" théy 'so pub-
licize such service as being’ avail-
‘able, under the terms of the Serv-
rcemen s ReadJustment Act?"”

““The steadily’ strengthemng re-
lserve position of - the- savings and
vloan associations and. co-operative
banks was pointed to by the Com-

| mittee .on' Insurance : of  Savings

| Accounts.:Horace. Wilson, Los An-
 geles, chairman; said that reserves
'and ‘surplus. make “up ' approxi-
mately 8% . of association assets
‘and that approxrmately 30%

,the total net -earnings of. the asso-
‘ciations are allocated each year to
réserve .accounts...
i - “Furthermore the safety factor
in associations has been very con-
siderably augmented during the
past two or three years by:the
rapid gain. in liquidity position
through ' increased holdings = of
government bonds.  Liquid, assets
in cash.aind bonds today account
for about one-third or more of
total assets as compared with ap-
proximately 8% in prewar years.”

tlphdldslll’l “Gost
Absorption” Principle

(Continued from page 2715)
i Some cost lncréases, of course,

¢onversion as well as other indus-
tries.  The price increases, how-
éver, should not result from the
cperatlon of any. mechanical for-
mula but:-from a detéermination,
on. the facts . of the particular
case, that a price increase is nec-
essary  either to maintain gener-
ally fair and equitable prices or to
ayoid hardshxp impendmg recon-
version. v s

. 'The standards* for demdmg thls
questwn should appropriately be
worked out in your office. Special
standards, of course, will’ be ‘nec-
essary in reconversion. industries.
In these. industries - actual oper-
atmg costs. . do -not,, during  the:
transition period to.a normal rate
of production, afford an adequate
basis. on-which to judge the fair-
ness of existing ceilings.

industry or firm,

‘The: precise answers to thes2
problems, as I heve said, ought to
be worked out in:your. office. ' In
order, however, that there will be
no-. misunderstanding’ as to theé
general - principle, I am today
sending to the Federal Register a
directive providing as follows:

! Maximum prices determined
- under-the reconversion: pricing
- formula- ‘approved ;in Directive
-No. 78 (10 F.R. 11074) or under
“‘any- other: pncmg formula: de-
‘sngned for use 'during-an’ in-
terim’ period ‘until reliable
: L 'operating costs.are+available,
1 shall: not- be permltted~ to re-
; flect” any.: increase : in. -legal

“increase in-wage ‘ot salary rates
i ‘approved: by ‘the’ appropriate
“1wage-: or ‘salary = stabilization
_"agency or-instituted hereafter,
unléss the: Price Admimst.rator
¢ i finds that the reflection of such
.t increases is- necessary' to- main=
i {tain generally fair‘and equit-
* able ‘prices or to prevent hard-

ship impeding reconversion. - -

+loans -under- the G. I. Rill of

4 nor. He is also. Chairman- of the

will require price increases in re-,

| dating from the time when it - was

In these |-
circumstances an unportant fac~| "
tor, among others, to-be taken into | -
account is the prospectlve produc- | .
tion rate in 1946 in the partlcular E

prxces ‘of “materials."authorized’
or occurrmg hereafter; or any;

U.S. Savmgs and I.oan Leay gue
Elects Henry P. Irr Presu!ent

Henry ‘P. Irr, President of the Baltimore Federal ‘Savings and

Loah Assoclatlon,

was ‘elected President of the United States Savings

and Loan- League-at their annual ‘meeting in Chicago. - Walter W,
McAllister, President of the San Antonio Butldmg and Loan Asso-
ciation, and former Vice-Chairman of the League’s Postwar Progress
Commlttee, was chosen Vice-President of the Association. . i

e

Mr: “Irr 'is

the first Mary--
lander to be.
elected: head

of the:League

in more. than -
a. half a ¢en-
tury - of the
axistence . - of
this organiza- - §
sion " of 3,700
savings and -
loan . associa-.
hons coopera-
tlve banks,
Federal Home
Loan : Banks,
and local and
state ' leagues-
of savings and- -
loan institu-
tions.- Out=:. -
standmg participation of his asso-
ciation’in 'making veterans’ home

Henry: P, Irr

Rights in the last year since the
program was inaugurated . has
placed him among the nationally
recognized leaders of the business.
He has been Vice-President of the
United States Savings and Loan
League-this past year,

Mr. Irr. is, Chairman of ‘the
Maryland State Planning Com-
mission’ and ‘of ' the.  Maryland
Commission ‘on Postwar - Recon=
struction and Development, both’
by appomtment from' the Gover=

Better Baltimore Committee which
has the- job of -planning the' im-
provements to be. undertaken _in
this city along the lines of arterial
traific, play grounds, slum clear=
a?co parkmg lots, new markets,
ete

During the war years he was a'
member of the executive commit-
tee of the Maryland’ War Finance
Committee, and his association
has also' been outstandmg in its
sale of war bonds to the'public.

He has been active manager, of
the Balitmore Federal for 23 years

/| the Pennsylvania Avente Perma-
nent Building, and ‘Loan" Associa-
fion before it attained ils federal
charter. He has long been a_lead-
er in: the organization: cireles-in
this thrift. and : home . financing
businesshaving ‘seryed as, Presi-
dent of the Maryland : League of
Building and Loan Associatigus:in’

%utheaitcrn Group Conference of
the, United - States Savings and
Loan League in 1941,

. Mr.. McAllister is a. native of:
aan Antonio~ and has spent his-
entire business career:in that eity.'

‘| He -organized the San Antonio

‘Building "and Loan Assoc1at10n,
now a $7 million’ institution, in-

the organizers of the Texas Sav-
ings -and, Loan League, and has
‘been a director of numerous civie*

‘and welfare dgericies in his home

city including “the Tax-Payers De-'
fense League of San Antonio.-

e A. Kiser Relurns

To Kiser, Gohn Go. -

. INDIANAPOLIS, .IND,— Kiser
Cohn & Schumaker, Inec., Circle;
Tower, announce that Captam;’
Julian A. Kiser, who was con-|
nected ‘with the firm from 1937:
to February, 1942, has been placed
on inactive  duty, and is agaln
affiliated, with them as a junior

executive, effective Dec. 1. Cap~,
tain Kiser enlisted as a’ private’
and was successively promoted to-
the rank of Captain.,He was an-
intelligence officer 'with'' 380th’
Bombardier. Group. and was sta-'
tloned at. various: times: in New
Guinea, Australia, the Phllippines"?
and Okmawa ‘.

- Capt. Davis Wrth Rollms

Captain - Joseph D. Davis, ‘re=:
cently returned from.nearly two '
Yyears in Europe: with the Army :
Air - Forces; ~has been  released i
from active duty and has become *
associated with E. H. Rollins &
Sons Incorporated, 40-Wall Street :
New York CltV '

Stein Bros. & Boyce Add

King to Tradmg Dept.

Stein - Bros. - & Boyce, 14 Wall
‘Street, New: York. City, announce |
that Francis E. King, Jr. has be- i
come . assoc}ated with them in ,

1939 ‘and as President of the

thelr Tr. admg Department

‘

Thls Assocmtlon largest on'
holds Umted Stat

THIRD IN THE 'NATION

the West-Coast of Flonda,
es Charter. No -

ltemm\nes Oct.. 31; 1945 "

$9,091;310.98 .

Inqumes Invited From

"FIRST F

Institutional Im;estors

EDERAL

SAVINGS AND LOAN ASSOCIATION

of ST. PETERSBURG

Raleigh W. Greene, Pres.

First Federal Bldg.

St. Petersburg 4, Fla.
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Franklln

SAvaGs AND:LO

Federal

ANi- ASSOCIATION .

of Richmond

" "Assets over: $6,500,000.00-; ;
,We Invite: Your .Inquiry On. VEIEL

Investment Ol'

RICHMOND
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1921, In 1927- 1928, he was one of. '
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(Contmued from page 2713)
can’t stop it as we would a ma-
chine and examine it and deter~
mine what is wrong before run-
ning it again.

- “I think the root of our present
troubles, in addition to the threat
of inflation, is our dependence up-
on others without a clear compre-
hension of what this implies,” Mr.

- Robertson said, adding:

“Striking workmen in crowds
exercise rights which no individ-
wual has. In other words, 10 or 10,~
000 may do something as their
right which one man could not do
without committing a crime. This
is new accepted in all society, and
we commonly use the phrase, ‘the
right to strike.” Obviously, it is a
vague term and needs definition.
Society cannot safely be at the
mercy of groups of men or organi-
zations. Freedom has taken .bn a
new definition.

+ “The thought of a few men hav-
mg contrpl - of the atomic bomb
Jogs us into a realization that their
power should be curbed, but what

difference is there between hav-
ing your busmess blown to atoms
and having your_b_usx_ness ruined

by the same group of men pre- |

THE COMMERCIAL & FINANCIAL CHRONICLE

For New “Economic Stability’”” Formula -

venting you from using your prop-
erty? In' both cases you suffer
equal loss: We need to realize that
power to destroy must be curbed
wherever it is found or'freedom
will be lost.

“As far as I am concerncd, the
man who takes from me by iorce
what is not rlghtly his is a robber
even if a vote is taken on it or
if ‘wis number is legion. Tyranny

may be exercised by the many as

well as by one,

“We need to awaken to the fact
that there is no end to the busi-
ness organizations or groups. of
people who can, by the simple act
of stopping work and preventing
others from doing their jobs, hold
up the rest of society and extract |
any penalty they wish. We need |
to acknowledge duties as well as |
rights.”

Unless there is public acceptance

of duties as well as rlghts, the na-
tional economy will “slow down |

by right checkmating right until |
we are literally doing.more and |
more and producing less and less
and the unbalance will become so |
chlomc that ‘we may. ultimately |
run down entlrely ” Mr. Robert-

son asserted He continued

~ “To keep going, and go we must
the modern specialized workman
must know his rights and duties in
terms of modern social needs. It
is equally imperative that the em-
ployer know his rights ‘and duties
in terms of social needs. All of us,
whether . employer or . employe,
must recognize and accept the fact
that certain rights and duties are
fair, reasonable, and necessary to
the well ~-being of society.

“Here is the point where a com-
mon standard  of understanding
must be found if we are to escape

. the disunity inkerent in the diver-

sity of our interests. Due to the

. confusion of rights without duties,
. the time- of citizens is taken up

in disputes which cannot be set-
itled because -of Jack of accepted
standards. ‘Alleged rights are.in-
sisted upon. Duties are unknown.
Liberty i is threatened, ;s

+Is it not time that we, the peo-
ple, insist on everyone and every
organjzation :standing in:line and
waiting its turn? A little, unrest
and confusion may be overlooked
in our sw1ftly changing world, but

iin the end order is of ne esslty 4
the basic element in our economlc ]

stability,” .

S Nt g 4

IN'INDUSTRY, SCIENCE, RESEARCH

TEEPED in the tradition of .

man’s agricultural strides—malt
has long served as handmanden fo
the diet of nations.

Nature produced barley and bar-
ley, in turn, gave us malt—miracle
. product— whose magic has trans-
formed man’s flight through space;
increased his span’of life, won his
~warsand filled his peace with health,
comfort and  pleasure, In. foods;
beer and other nutritive beverages

| ~
Progress Re;;orls
upon quuest

Plants: Milwaukee, Wisc. (Two)

7..or from ‘smokeless -powder 10

baby foods—MALT 15 BASIC. It spans

the entire range of man’s life, prog- e
_ress, civilization. During nearly 80

years the Froedtengram&Ma]tmg Poes
Company has grown to top posi-’

tion in the production of malt be-

-cause of its loy:illty to perfection

and its leadership in research, =

Our reward has been the patron- -
-age, respect and endorsement of
‘American mdustry WATCH US GROW. |

FROEDTERT GRAIN & MALTING €0, uc
MILWAUKEE WISCONSIN

Winona and Minneapolis, Minn.
(A third multmg plant of ma;or proportion now under construction at Milwaykee)

Detroit, Ml(h

| Wood pulp production_..

i and castings) .

Vlce President, Wood,

$1,100 per Capita. Holds Canada Is

|Qutlook for Investment
* Business in Canada

By A. R. DUFFIELD \

Thursday, December 6, 1943

/.

Gundy & Co,, Ltd.

-Retiring Chajrman, Canadian Group, Investment Bankers Assocnatlon
of America
Mr. Duffield Traces Growth of Investment in Canada, Both Forelgn and
Domestic, and Points Ouat That as Far Back as 1937, Capadian Invest<
ment Was About $18 Billion' of Which. Almost Two-Thn'ds Was Held
at: Home. = Points ‘Qut That Canada’s: Financing of Both World-Wars.
Was Done Almost Entirely by Canadians, Despite Fact That Govern.
ment Debt in Five Years of War Increased by Over $13 Billions, of

Now Independent of Foreign Capx-

tal, but Is Prond to Have Foreign Capital Flow to It and Asserts Cana+
dxan Industries Are Financially Stronger Than Ever, and That Oppor.
tunities There for Profitable Investment Are Very Fayorable, i

-+ The investment business in‘Canada is comparatively new, Pnor
to World War I, Canada’s fmancmg requirements ' were furmshed

@

mainl
- through  Brit-
s ish’ cap1tal
“with’ lesser
_.amounts’ from

the United

States. It was
< with- the out-
i break  of the
:last war: that
.ﬁdo“mesti‘c. fi-
<nancing “be-
came * sxgmh-
. cant. .~
s Int Novem-
X ber 1915 Can-
,.Zadas firs't
,large + public | -

loan had’ an
ob_)ectxve of
$50,000,000,
and over
$100 000,000 - was . obtained * from
abol1t-25,000  subscriptions. - From
this: point :on,- ‘war . expenditures
in ‘Canada were financed entirely
in  the -domestic  market, a«ide
from ' $175,000,000 borrowed
New York jn 1916 and 1917.

Between March 31, 1914 and
March 31,: 1920, the Dominion’s
outstandmg pubhc debt increased
from $544,400,000 to $3,041,500,000
-—an increase pof approximately
$2,300,000,000, or.about: $300 per
caplta of the population.

! .In this domestic fmancmg dur-
ing "World War. I, Canadian . in-
vestment houses played a leading
part. , Beginning- with " the- first
Vlctory Loan in November, 1917,

they . du'ected the Vlctory. Loan

5 ’ i
; A. C. Duffield , .~

Newsprmt productwn-_ 795,00
1,716,00
3,820.00
2 470 ,000 h.p.

. 767,00

Lumber production -___
Electric power installed...
gold production :
opper, lead and zinc
i production
Nickel ' production
Steel production (ingots

| Canada is a great exportmg na-
tion. In 1938-the last full year
before .World War II-—she stood
fourth in export trade among the
countries of the world, being ex-
ceeded only .by United States,
United Kingdom and Germany.
Canada was first among the coun-
tries of the world in exports of
newsprint, wheat, nickel and as-
beStOo, ~third -in wheat flour and

1919

L
= 151,000,000 le.
45,000,000 1bs.

920, 000 tons

organization - devised to secura
widespread purchase of *bonds. * ¥
Following the last war, Canada .
not only continued to attract capi~!
tal, from : her;own citizens but;l
from foreign - investors "as". wellK
United’ States—in her newly-ac-*
quired capacity of a great capltal-
lending nation—increased - mvest—
ments - in: Canada from: approxl-o
mately $1,800,000,000 to . $4,000,~
000,000. Brmsh capital, howeyer,
remdlnecl practically. : unchangexi i
at-about -$2,700,000,000, Domestic
capital mcreased to around $11,~<
000,000,000. 7
The latest- off1c1al estlmate for
capital - invested:.in’ the’. bonds of -
Canadian governments and muni~
cipalities, * inyestments in rall-
ways, manufacturing ~concerns,
public utilities, trading estabhsh-'
menta, mines and other mdustues
is for Dec. 31, 1937. (The estlmate
does ot include private capital in
farms .or domestic real. estate.):
n | The- total capital investment: of
about $18,000,000,000 consisted of
62% owned in Canada and 38%
abroad.. At the same date, Cana='"\
dians . had inyested capital of
about $1,750,000,000 in other coun-~
tries; of whxch nearly $1,100,000,=
000 ‘was invested in the Unlted
States A \ \ ‘

Canada’s Economic Expansion ;

An mdlcatlon of the industrial
and economic expansion in Canada .
between the two World Wars can -
be ‘gathered from the following
statistics for basic factors:

1939
2,927,000 tons
4,166,000 tons
3,977,000 M ft.b.m,
8,289,000 h.p.
5,094,000 fine ozs,

11,391,000,000 1bs.
226,000,000 1bs,

) tons
0 tons
0 M ft.b.m,

0 fmc 0zs.

1,385,000 tons

1ubber tires;. fourth in automo~
biles and wood. pulp. ;
. With the . outbreak of World
War II—which Canada entered on
Sept. 10, 1939—the country’s eco-
nomic .resources . and . financial
strength proved more resilient and
powerful than most optxmxstlc
Canadians thought possible. .5
In .the past six years Canada’s -
(Contmued on page 2776) )
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This ‘firm ‘offers actlve retall dlstnbutlon,

securities of a few  Ohio '
comipanies of .unusual
-+ possibilities. "

~ JOHN E. JOSEPH & 0.

~ 18 EAST 4th STREET
CINCINNATI 2
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Protechon of Customers —g ardmal Factor

1 am deeply appreciative of the
honor you have conferred upon
me,. but I am keenly aware of

. the responsibility which the office
imposes.

It is almost
four years
since our last
convention at
Hollywood
which ad-
journed on
the eve of
Pearl  Harbor
Day. Much

i has taken
* place - during
.this interlude
and it seems
appropriate to
- consider these
war years as
. background
in aiding us to
project our
future.

A great many of our members
have been in uniform and far too
many  have unfortunately given
their lives. Certainly, every man
in this room "has played a' sig-
nificant part in the service of our
country through War Loan Drives,
Civilian .- Defense - Committees,
Draft or Ration Boards, Red Cross
and National War Fund Cam-
paigns.. We have every reason to
be proud of the contribution made
by our membership:

During these four years we

-*An address by Mr. Garland
who is a partner in Alex. Brown
& Sons, Baltimore, before the 34th
Annual Convention. of the In-
vestment Bankers Association -of
America, Chicago, Ill. Nov. 28,
1945,

Charles S. Garland

have seen democracy at work to a
more : stimulating . degree than
ever before. Business men, both
capital and labor, have been in-
timately concerned with Govern-
ment and Government has worked
closely with business. Business
has. learned ‘to understand the
military and conversely the mili-
tary have an unprecedented - re-
spect for business.

And we have found ourselves
the pivotal nation in the shap-
ing of the world’s destiny—a po-
sition we have never before at-
tained.

Investment Banking Stronger

And yet during all this time, the
investment banking business, de-
spite. our loss of manpower and
our many wartime distractions,
has ‘grown . steadily  ‘stronger.
Stronger - internally . through a
more intimate knowledge .of .our
own ' business and through in-
creased material resources; strong-
er' externally through the con-
sistently improved public respect

.for our business, its personnel and

the importance of its functions.
~We have lived during these four

years strictly. on ‘a day to day

bhasis—our. food, our gasoline, our

domestic servants, our business

- ‘Toward World Leadershlp.

By CHARLES S. GARLAND*

and even our worries have been
rationed daily, It has been vir-
tually impossible to engage in any
long range planning, -

+And then with ‘V-J Day there
was suddenly returned to us the
opportunity to look ahead and to
plan for the future. Such plan-
ning <hould be predicated upon
the experience gained during the
war years when we have learned
something of the responsibility ‘of
the United  States to the world;
the responsibility which each one
of us as citizéens'.owes 'to the
United States; and the responsi-
bility of the investment bankers
to the economy of the :United
States

'~ A Strong World Economy

In considering the future, it is
unnecessary to remind ourselves
that world peace depends upon a
strong world economy ‘and this in
turn depends largely upon a
strong United States economy, for
today the whole world is looking
to the United States for leader-
ship. "As. investment bankers we
shall undoubtedly play a signifi-
cant part in the channeling of in-
vestment funds into foreign fields
aither directly or indirectly
:hrough the operation of Bretton

H ; Incoming President Investment Bankers Association of America:

In His Inaugural Address, Mr. Garland States That Investment Banking, Despnte

' Wartime ‘Manpower Losses and Distractions, Has Grown' Steadily Stronger’

and Is Prepared to Play Its Part in Maintaining a National Economy Looking

Cautions Against Allowing Increased Under-
writing and Upsurge in Securities Prices to Diminish Zeal in Protecting -

Investor’s Interests and Says ‘Protection of Customsrs Is Cardinal

Factor in Sound Investment Banking. Calls for a Strong’
‘National and’ International Economy.

Woods or the Export-Import Bank.
One task we have immediately
before us is the successful con-
summation of the Victory Loan
Drive. . Believing that every pri~
vate 'investor, large or small,
should own : Series E Savmgs
Bonds, I urge our membership,
belween now and Dec. 8, to re-
view  their individual accounts
toward that accomplishment,

With the experience of the past
four years, it is incumbent upon
us to keep alive that higher plane
of understanding between Gov-
ernment and . business. - As cit-
izens, we owe the_fulfillment<of
that objective.

Responsibility of IBA

We must accept the responsibil-
ity that the banking and securities
business in all its phases consti-
tutes an important factor in our
national - economy—but we must
also understand that its strength
can be maintained only by resolv-
ing the different points of view
which exist among the various
segments of the financial business.
Having the same fundamental ob-
jectives, we must not allow our
joint effectiveness to be lessened
by internal disunity. The princi-
pal functions of our business are

to provide for the flow of private’
capital into the businesses of frea
enterprise -and’ to' create® a’ fair
market place for new :and .out-
standing issues of securities with
the proper proteciicn for the cug-
tomers a cardinal factor. Weé must .
not allow the increased activity °
in thie underwriting business nor
a continued upsurge of securities
prices to diminish our zeal in pro-
tecting the interests of the inves-
tor, Toward these objectives the
efforts of this Association and. its
members will be directed, and I
assure you it is with pleasure and
enthusiasm that I enter upon ‘this
work with our new counsel, Mur-
ray Hanson.

The fascinating business of'ours
was not created by us of this gen-
eration. It was handed down to
us and we hold it in trust to turn
over to our successors. For the
first time in four years we now
have the opportunity to prepare
for the selection of our successors
and I know of no more important
nor no more pleasant task than
the employment and training of
young men of character, initiative
and human understanding to carry

‘fon,

The  future holds our greatest
opportunity to serve, for we must
recognize that it is only the mili-
tary phase of the war that has
yet been terminated and that there
remain many setrious and complex
problems Therefore, with the ex-
perxence of the past four years
and in light of current and future
world events, let us resolve to ful-
fill our obligations as responsible
citizens of the United States en-
gaged in a business which is vital
to a strong national and interna-

tional economy.

SAN FRANCISCO
PHILADELPHIA
DETRQIT
PORTLAND, ORE,

BEVERLY HILLS

Underwriters and Dealers in

INVESTMENT SECURITIES
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Wants Double Taxat:on of Corporate Income Ended

qBA Federal Tax Committee Also. Recommends’ That Capital Gains and Loss | of Jan: 1,1946, and also lowered

by two perce tage points. the cor=
Provisions of Revenue Act Be Changed by Reducing Rates and Shortemng pﬁrate spum,? A PRelve il

lion taxpayers were dropped from

Richard P. Dunn, Chaxrman of
the Federal Taxation Committee,
submitted to the Convention of the

BA at Chicago a brief report on

e outlook for future Federal tax-
ation and recommended*specif-
ically that double taxation of dis-
tributed corporate income should
be ehmmated and reduced and

Holdmg Period. Sees Little Further Relief. From ' Taxation: Ahead; With ..

Prospective Reductions Being Confined to ‘Lower: Income. Brackets.
that the ¢apital gains taxes should

follows

- After V-J -Day Congress moved new. tax bill was passed and signed
be revised:-The text of the report | rather rapidly in-granting: relief|by’the ‘President:: Briefly, this bill
i from hlgh wartime tax rates The repealed the exce55 proflts tax-as

+| repeal of {he capital stock: tax, the,

Fmancmg

¥ ﬂd’erwriz‘ek and Dz'm"”z'bwor
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the rolls by increasing the normal
tax -exemptions, and “cuts /in in-
dividual rates prov1ded reductions . -
of approximately 9% in the higher
prackets ‘and *18%in the’ lower !
brackets.-Other changes included !

- |- déclared value :excess proflts tax i
;| and.the" auhomoblle use ‘tax. ' Th

bill ‘gave: teal relief to both:.cor

| porations and: indiyiduals for 1946;
| and taxpayﬁrs ‘cannot - hope.- for.

further.:reductions - (except tho=ei

| resulting”. £ rom . admlmstratwe b

changes) until 1J47

:‘At'the, present time it appears
only a, slight chance that Congress |

.| will -overhaul the éntire tax:strue- |

ture next vear,  Instead there will ] i
undoubtedly . be further -amend- |

| ments:-to:the present act: ‘At ‘the *

moment ‘most of the Washington .
gossip ‘as to do with lower indi-’
vidual rates-and a substantial re-
duction in the excise rates.: There -
is much support for lower individ~
ual rates, -increased exemptions
and more generous treatment of
éarned income,” There is also con-..
siderable agitaticn and interest in :
providing -relief. for individuals
(and partnershlps) engaged in
business since ihe new tax bill .
gives the advantage to an incor-

:| porated " business - over - the. scle

prcvrvetor znd the partnership.
Next year when Congress tackles
the job of further tax relief, the "
estimate of Government revenues. :
for 1946 and 1947 will have a di-.
rect bearing on the amount of tax
reduction which can be granted. -
Congress is‘ fearful -of a.serious -
inflation, and at.the same. time
realizes that our national ‘income.

| must ‘be high enough’*(Secretary.

Vinson says $130,000,000,000 min-
imum) to produce tax revenues to
cover a budget of ‘about $25,000,~"
000,C00. If such o national income
is to’ result,” production {and: em-~
ployment must be:at peak. rates,
and ‘many ‘of our legislators are
beginning to realize: that serjous:
tax deterrents must be removed. !
While much relief has already
been granted, it is safe to say that
further cuts in individual tax bur-
den -will be made next year Ap-
plicable to 1947 incomes. Most of
this w11 be in the lower and mid-
dle brackets, but there should be
at least modest relief in the higher

‘' brackets.

Your committee recommendq -
that double taxation of distributed
corporate income should be elim-

‘| inated or reduced. Your commit-

tee also recommends-that the capi-
tal gains and losses provision of
the .act be changed so that. the ’
holding penod be shortened and
the tax reduced. This ¢change; We:
are confident, would result in .at-
tracting venture capital to.busi-
ness- and greater -tax revenue to /"
the 'Government.  We - strongly
urge, that the above two recom-’

| mendations: be brought by all' in-
‘1 dividual members of our: Associa-

tion to the attention of their Sena-: .

| tors and Representatives who need

help, want.help, and at all hmes
welcome: constructive ideas.. ;

Federal Tax Commnttee——Rxch- a4
ard P. Duann, Chairman; Hagood

Clarke; Henry H. Egly, Sumner Bit "

Emerson, Fr ank E. Gernon, Arnold -
Grunigen; Jr., Hardin H, _Hawes,;‘ i
Harry W. Kerr, James H, Lemon,
John R: Montgomery; Augustus W.
Phelos, Milton S. Trost, T. John~

| son “Ward, Elmer ‘L Williams. " :
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Three months ago we thought
we saw the fair hand of oppor-
» ‘tunity beckoning us to blissful
- -heights. . With the termmatlon of
controls, inhi-~
bitions, re-.
strictions and
. exactionscon-
sequenton the
cessation of
combat, we
felt like join-
ing the Okla-
homa Chorus
and chanting
fEverything’s
coming our
way.” But we
soon realized
.that war’s end
_has not termi-
-nated our
Pproblems. On
the contrary,
ithaspro-
pounded a
new series of problems and enig-
mas dealing with peace and re-
conversion. Finance is not de-
‘mooilizing. Rather, it moves into
first position. Because we are a
<losely regulated business we are
deeply interested in changes of
Government. There we find many
new faces.

John C. Folgef

*An address by Mr. Folger, who
is President of Folger, Nolan, Inc.,
"Washington, D. C., before the 34th
Annual Convention of the Invest-
Association- of
Nov. 26,

: dnent. Bankers
“.America, Chicago, Il
1945, .

|
\

Retxrmg President, Investment Bankers Association .of America

Statmg That Finance, Instead of Demobilizing, Must Move Into-Front Position,
" Mr. Folger Deprecates the Undertone of Hostility Between. Banking and Gov- |
ernment and Points Out-the Need for Heavy Financing and Less Timidity of
Holds Inflation Is Here and That Holding the Line Against It and
Paying Off.the National Debt Are the Two Pressing Financial Problems.
" Calls for More Thrift in Government and-a Revision of SEC Regula-
tions, Particularly in Regi
Holds Trend in Investments Has Been-Toward ‘‘Skimming Off
the Cream” and Urges More Equity Financing. .
newed Foreign Investment as Much as $20 Billions and
Urges Financial Aid to Britain. Says Investment Bark-
ing Never Had ‘Greater Opportunities and Cautions
Against Using Timidity as a Symbol of Caution.

Capital.

Twelve years ago the head of
our Government, President Roose-
velt, addressed a large group of
bankers in the National_Capital.
The banking: fraternity  was se-
verely taken to task for its mis~
takes of the past and for its-fail-
ure to bring in the right answers
during the depression. It was im-
plied that no two bankers could
agree on anything. Therefore the
Government would seek its own
solutions, with or without bank-
ers’ help. The speech set a cer-
tain political pattern. for the re-
lationship - between banking and
Government. It is no secret that
for 'many - yeats -there was an
undertone of hostility on the one
hand ‘and . recalcitrance on the
other.

Despite some assertions to the
contrary, bankers are human be-

By JOHN CLIFFORD FOLGER*

ftratlon Procedure

ings. They smarted and smol-
dered.

"It is nearly 13 years since the
bank holiday. Sixteen years or
nearly . a generation in banking
has elapsed since 1929. It's no
good raking over the dead leaves
of - the past. Here and there
throughou the ages occasional
voices havé spoken of bankers.as
being stuffy and inflexible. The
banker ' of today and tomorrow
must be constructive and coopera-
tive. We have a duty towards this
or any future administration. A
new note is being struck.

Record Financing

Investment - bankers have been
busy. The volume of financing
for 1945 will probably exceed 52
billions. This is nearly double last

year and up 15% from 1936, the

..

What’ S Ahead for Investment Bankmg"

and Prospectuses.

"Foresees Re-

next largest post-depression year.
It 'is noteworthy, however, that
for 1945 only about one billion,
or 18%, will be new money. The
balance is represented by refund-
ing of . old securities. It. is
the same old story: actually very
little new private money is really
going into-business. We are told
the figure should reach 3 to 5
billions ‘per year if we are to
maintain a proper economy.

Current financing is divided—
82% bonds, 12%. preferreds, and
6% common stocks. As in recent
years, senior securities still rep-
resent almost 95% of the’ total.
It has' been Government money
pumped into the pipeline that has
kept things moving.

Studying the disposition of fi-
nancing we find 40% -going into

industrials, - 31% into = utilities,

while’ the once lowly
reached 26% of the total. . = .

All of this adds up to' a yea
of relatively large volume bu

rail

"| with exceedingly low spreads, the

lowest in history., We are stil

.| mainly occupied with reducing in

‘| terest rates on outstanding bonds
‘| There has been an accent on rai
‘I financing but the much talked o

flow of private capital into busi
ness remains a trickle in all lines
. Principal' excitement has cen
tered around the stock . markef
There values are up 27% sinc

| January 1 of this year. This is no|
‘| new money into business. It is
-|flight of capital from cash int

equities.
Inflation

The outstanding problem in do|
mestic finance is inflation. For 1
years we have cried, “Wolf, wolf,
—half . thinking the wolf woulg
never come. The plain fact is: In
flation.is here. Indeed, it has bee
here for some time. The first sign|
are painless, even pleasant. Stoc}H
market guotations afford popula
reading. Bankers ‘watch thei
mounting deposits with a glow o
pride, forgetting their competi
tor. across the street has enjoyeg
the same growth. By the end o
next year and before the Gov
ernment debt can reach its peal
we shall likely have aggregat:
deposits of 100 to 200 billions iy
our banks compared with 59 bil
lions in 1929.

Everyone is so busy grinding hi
own axe and explaining his ow

(Continued on page 2766)
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Govérnment Looks to Investment Be{nkers

I belxeve that we can agree that

to the study of history is to find
a g\.ude to the future. This ap-
proach has- a
particularsig-
nificance to
investment
bankers at
this time.
We find
ourselves, at
the conclusion
of this great
war, facing a
number of
" situations and
confronted by
many of the
problems that
existed after
World War L
It is -often
: . said that his-
¥ tory has a
John W. Snyder WA OF re-
peating itself, but fortunately that
does not always have to be true.

When I recall the turbulent days
through which we passed in the
iwo decades following 'the first
war, I am impelled to pray fer-

*An address by Mr. Snyder be-
fore The Investment Bankers As-
sociation of America, Chicago,
I11,, Nov. 27, 1945. &

By JOHN W. SNYDI‘.R*

Dlrector'('nf War Mobilization and Reconversion

Promment Administration Official Recounts Economic Errors After Last War

Which He Says Were Due to Ignoring Warnmg “Sign Posts.’

" Stresses. the -

Important Role ‘of Investment Banking in Re-establishing a Sound Economy
and Predicts Rapid Removal of Restraints and Government Withdrawal
From Business. Says Our Corporate Business Structure Will Require’
Annually $3Billions of Additional Financing and That Business
Will Need More Working Capital.  Urges Financing Geographical
Decentralization of Industry and Small Busmess Venture Capital
""and Predicts Large Scale Private Financing of Foreign Indus--
- try. At New York He Tells Marketing Executives Recon- -

vently that we shall see no repe-
tition of those times., .

That we shall see neither the
boundless eptimism that was shat-
tered in 1829, nor the bottomless
despair. of the early ’30s.

I believe that it is healthful for
us to admit that in those years
we ignored the danger signals
which past experience should
have taught us to observe. We
took a national joy rlde—zoommg
merrily up a beautifully paved
road in high gear with the cut-
out wide open. But when we
reached the top of the hill and
the -inevitable downward course,
we encountered an alarming and
frightening fact:

Our brakes would not work

As we look back we caa -see

version is Almost. Complete..

that the age-old highway signs
and. markers were all there.- We
just traveled too fast to give them
proper attention,. if, in fact, we
saw them at all in our headlong
dash.

Those that we did see, we dis-
counted 'with casual superiority
and. the disdainful comment that
they were put up in a horse-and-
buggy era and were no longer ap-
plicable.

We greeted with tolerant amuse-
ment the suggestion that anything
could slow this powerful new ma-
chine in our hands. :

It was a new machine.

But is was the same old hill.

Nothing is gained by indulging
in recriminations or in attempting
to lay the blame at this door or

e
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at that door. But self-appra.sal is
a commendable trait and this is a
good time to indulge in it.

(Incidentally, in this connection,
I would like to recommend for
your : attention ‘a recent speech
made by Walter Lippman before
the Association of National Ad-
vertisers in New York.)

I believe that the investment
bankers of this country, as well as
the commercial bankers, and the
merchants and mdustnahsts—m
fact, all of us, have, from our
study of those dlfflcult years, as-
similated the lessons they contain.
We have walked over the road
and identified the old warning
signals—and erected a few new
ones.

I am confident that you and I
are determined to watch for those
sign: posts and to' pay. heed  to
them, Should we fail or neglect to
do so, and a repetition of 1929 and
1930 would result, I fear that in-
vestment banking, as we now
know it, would cease to exist.

The greatest safeguard is self-
policing. It entails the establish-
ment of standards that will. en-
dure, and .adherence to those
standards. It will require cautious
treading to escape the pitfalls in
your path. I think that you, like
any good merchant, will not suc~
cumb to the fallacy of lowerine
the quality of the goods you sell,
for the sake of a greater turnover
and quicker profits—which in the
end prove not to be profits, but
losses.

Of course you will compete in
obtaining business, but not out of
a desire to show the greatest vol-
ume of sales, but rather with the
aim of marketing -the best secu-
rities at the fairest prices. ¥

The Future Role “of Investment
Bankers ;

It is an obvious fact that the in-

oy

vestment bankers of this country
will play a vital and most im-
portant role in the years which
lie ahead.

You are a necessary element in
gaining the full fruition of our
economic hopes. Simply stated—
you, are highly important, if our
economic system is to endure.

The opportunity that lies be-
fore the investment bankers to-.°
day is the greatest in the history
of our nation. Investment bank-
ing will be of outstanding impor-.
tance in-the financing of new in-
dustry, in_aiding our economic -
growth and in meeting. the re-
sponsibilities - of participation’ in
international progress. We will
need to expand to provide the
jobs, the income and the purchas-
ing power without which we can-
not hope to maintain or enhance
our living standards.

Of late, your volume of busi-
ness has been substantial, but it
has been mainly a question of re-
fundmg~the replacement of high-
er yielding securities by lower
ones.

You have helped to make avall-'
able to  existing  industries the"
easier rates made possible by an
unprecedented abundance of sav-
ings and other bank deposits, and
by the wise course of the Treas-
ury’s war finance program.

To keep pace with the demands
of our times, it is entirely possible
that our corporate business struc=
ture will require as much new
money in one postwar year as
was put into capital assets in ap-
proximately five years before the
war. This would mean new cor-
porate financing in our country
at a rate of some three and one-_
half billion dollars. a' year. Re-
cently, the increase has been in
the neighborhood of six hundred
million dollars in a year. These
vast sums will be needed for new
plants, better machinery, new
safety devices and many other
“musts” for modern business. To
handle the expected increase in
volume of sales, business enter-
prxses will ‘meed more workmg
capital than ever before.

The need of industry for new
corporate financing is accom-
panied by a need on the part of
the public for sound investment
opportunities. .. There = is more
money available for investment to-
day th;m ever before. Liquid as-
sets ‘in the hands of individuals

(Continued on page 2764)
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Saltonstall Porecasts Government Achons

: Senator Leverett Saltonstall,
speaking at the luncheon at the
Investment Bankers Convention
in Chicago on Nov. 27 ‘told his
audience that
“the . . interest
of the invest-
ment banker
in' the  future
-of our coun-
fry is the'
same as. that
of ‘every in-"
dividual;,
namely,agood
home - in a
good commu-
nity where he
can raise his
children  and
send * them  to
good * schools.
He wants to
save. Hewants
an easier old ',
age.x( He "will
work hard. - This mean$ produc-
tion and good times. = Good times
bring savings. Savings bring ven-
ture capital. * Venture capxtal is
what made ‘America produce’new
inventions, New inventions
created the tools that have made
America the industrial and. agri-
cultural giant of the world with
the hlghpst standard of living ever
known.': You who are investment
bankers had much to do with the
past. - Unless- we: have a future
built upon the same foundations
and continue .to go  ahead "with

new. inventions and new methods
of production by which our peo-
ple secure work, our country will

Sen. L. Saltonstall

stand still ‘and there will ‘be "no

Massachusetts Republican. Senator Tells. Investment Bankers There’ll Be No
Balanced Budget Until 1948 and High Taxes Will Continue. Sees More Regu-
lation of Business Than'Previous to War and More Social Security Enact-

ments.

Warns Against Government Undertaking More Than It Can Ful-

fill and Urges a Democratic Settlement of Labor-Management Relatxons

o

busmess {or you 1nvestment bank-
ers.’

He further stated that he be-
lieved. that what the ‘Convention
expected to hear -from him was
what its members might expect
from their Government in the next
year or two. “You want to know
what to expect from your Govern-
ment in. order to work that ex-
pectancy. into your plans.”

No Balanced Budget Until 1948

" “One thing you surely will get
from your Government,” he con-
tinued, “is taxes. Today the coun-
try has ‘a three hundred billion
dollar debt. Even though we pro-
vide for no reduction in that debt,
we must service it. There’' prob-
ably will be no balanced budgel
until ‘the 1948 fiscal year, at the
very earliest, and then at a figure
of twenty-five - billion or more
rather than less. Until balance. is
achieved, deficit - financing . must
be continued. The recent tax bill,
from all I can learn, might pos-
sibly balance the budget a few
years hence, this without any debt
retirement. But I ask you two

questions: First, is it' in anyone’s
interest to cut tax receipts sub-
stantially until the budget is bal-
anced and the debt reduced? Sec-
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ond, ‘isn’t it worse to cut. taxes
and then be forced later on .to
put them back than to keep them
at a higher level until the budget
is balanced?”":

- He then went on to say that
they could expect a strong Army,
Navy and Air Force, and stated
that what is finally- decided "de~

own security; (2) the'needs of the
United Nations Security -Council;
(3) the size of our National Guard,;
and (4) possibly the-outcome of

training and the unified command
measures.

He discussed ‘veterans’ beneﬁts
and ' stated, “Everyone ' expects

Lerly  treated,

pends -on (1) the needs for our|.

the debate on,universal military

With a Minimum of Government Actlon.

‘and wants the veteran to be prop-
to be hospitalized
where he needs it, to.receive the
benefits of his interrupted educa-
tion and sufficient loans with
proper security in order to get
started. ‘All these bengfits will
cost more, rather than less.”

Government Regulatwns to
Continue =

He  discussed briefly Govern-
ment regulations and restrictions
and ‘stated that there would be
more- than- before ‘the war.,  But
added that controls that are no
longer necessary should he
dropped: as rapidly as possible.

This, he felt, was the attitude of; |
Congress. . * !

He further said that social se-~:
curity was here to stay and would,
Old age assistance, unemploy-,
ment compensation, an increase in,
the number of hospitals, and pos-;
sibly new benefits such as health.
insurance would increase the costs.
of social security. But he em-:
phasized ‘that the foundation -of:
social security rested on the in-:
tegrity of government and gov-'
ernment must not promise more!
benefits than it could afford to
pay. Such’ promises, incapable -of

| being kept, were the surest way|
.| to lack of confidence in our form*

of  government.

He continued, ‘“Another ten-
dency of government is the effort|
on the part of some to use the in-
dustries built at the taxpayers’ ex-
pense to make regional changes
in our system of production. This
affects particularly the North-
eastern section of the  country.
Government should have the at-

(Continued on page 2763)
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In Sellz'ng

‘LARGE BLOCKS OF SECURITIES‘

Expemence Coum‘s

Dctcrmmmg the best method of selling large blocks of outstandmg securities without '
= adversely affecting the market dutmg the operatlon is an 1mportant function of our

In deciding whether to follow the nomul procedure of selling on the exchange
where the security is listed, or by private placement, or by Secondary or Special Offer--
ings, the firm of Smith, Barney & Co. brings to the problem the real advantage of

Typical of the _many large blocks of preferred or common stocks which we havc. ;
“distributed in recent years were those of the followmg important corporatlonS' o

Reading Company

"In the placement of these securities we have had the cooperation: of hundreds of
dealers throughout the country. i b
If you, as an individual ot corporate trustee, an owner of securities yourself, or the
manager of the funds of others, have the problem of disposing of a large block of
stock, we would be glad to have you discuss it with us. ;

!
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- In prefacing its report to the
34th Convention of the IBA, the
Industrial Securities Committee of
which Robert McLean Stewart is

T B Chairman,
called atten-
tion to.pro-
posals in Con=
gress to place
the control of
air line secu-
rities: , under
the jurisdic-
tion of the
Civil "Aero-
nautics Board
and to require
compulsbry
competitive
bidding. The
Committee
urged that ap-
- propriate ar-
rangements
be made toin-
. sure that the
Association representation ‘at the

earings on this proposal and that

R. McLean Stewart

THE COMMERCIAT® & FINANCIAL CHRONICLE

Recommends That if Civil Aeronautics Board Is Given Contrgl Over Sale of Air
Line Securities, They Should Be Exempted From Registration Requirements.
In Reviewing Corporate Financing, Committee Points Out That Industrials
Have Taken More “New Money” Than Rails or Utilities and That More
Venture Capital Is Going Into This Field. Holds Private Placements
" 'Will Increase in Volume and Calls for Amendment to Securities' Act %
to Require Registration of These Offerings to Equalize Competitive

Position With Public Offerings.

Urges Passage of Act Authoriz-

‘ing Price Control During Syndicate Operations and Definitely

Fixing Effective Date of Securities Registrations. Advocates

Government .Withdrawal From Industrial Financing and
Removal of Unnecessary and Burdensome Restrictions.

thetviews of the investment bank-
ing business. be . effectively pre-
sented, The full:text of the Com-

mittee’s . report, which covers
present problems of industrial fi-
nance, follows: ;

In September, the headquarters
office of the Association referred

to your Committee a request re-

NEW YORK

ILAURENCE M. MaRks & Co.

. vMembers of the New York Stock Exchange

INVESTMENT SECURITIES |

ALBANY

céived from the Committee ‘on
Interstate and Foreign Commerce
of the House of Representatives
for an expression of the views of
the Investment Bankers Associa-
tion in connection with: the “Post-
war Transportation Survey” which
has been undertaken by the Con-
gressional body. :

- Your Committee was requested
to, deal with the subject in its re-
port from the standpoint of its re-
lation to civilian air fransporta-
tion. ¢

We have,accordingly, examined
the documents  received by the
Association from the Subcommit-
tee on Transportation of the Com-
mittee on Interstate and Foreign
Commerce and we have given
consideration to the many ques-
tions which have been raised con-
cerning this matter. § 4

In the opinion of your Commit-
tee there is no occasion for the
presentation by the  Investment
Bankers Association. of a reply
dealing with these questions in
detail. It is, however; the view of

your Committee that the” Associa-’

tion should affirm 'its: belief 'in
certain  principles which, in our
judgment, provide a sound foun-
dation for the structure of Federal
regulation - of ' civil - aviation, ‘as
follows: ;
“(1).The existence of military air
power is chiefly dependent on the
aviation industry and on the air-
mindedness of the civil popula-
tion. It is essential that a strong,

’

'y

" New York Produce Exchange

i Tel.: BOwling Green 9-6000

i
| ¥ ‘
Il Wilmington, Del. .

| . New York Stock Exchange - s

_New York Coffee & Sugar Exchange .

'ONE WALL STREET = -

Francis L pu PoNT & Co.
, Uﬁderwrilers, Distribufors, -De'qle(s in

. CoRPORATE AND MUNICIPAL SECURITIES. -

MEMBERS

New York Curb Exchange
* New York Cocoa Exchange -

Cable: Rhetpont

" Newark, N. J. e

‘White Plains, N. Y, .

New Orleans Cotton Exchange

'NEW YORK 5, N. Y.

-

Cllarleston, S. C.

. Chicago Board of Trade
New York Cotton Exchange

Teletype: NY 1-1181

Philadelphia, Pa.

healthy, and independent civilian
aviation industry shall continue in
being, not only to serve the peace-
time needs of the nation, but to
serve as a basis for our air power
in the event of another war or
grave emergency, ;

(2) In 1938, the Congress,
through the Civil Aeronautics Act,
created a quasi-judicial regulatory
authority - for _civil aviation: and
gave this authority a large meas-
ure of independence from politi-
cal © interference and  executive
control, The. Civil Aeronautics
Board, as ‘established under that
Act, should be continued as the
body having regulatory jurisdic-
tion over commercial air trans-
portation and civil aviation: gen-
erally, The independence of the
Civil - Aeronautics  Board should

 not be curtailed. Appointments to
 the Board should be given' only

to men of the highest integrity,
possessing the technical knowl-
edge and experience. essential to
the proper discharge of their re-
sponsibilities.

(3)'In general, the 1938 Act|

operates satisfactorily and is sound
in principle. Such changes as may
be necessary in this Act should be
worked - out in conferences be-
tween the Congressional commit-
tees having jurisdiction and rep-
resentatives of the civilian avia-
tion  industry, the Civil Aeronau-
tics Board and the War and Navy
Departments in accordance with
the procedures followed in deal-
ing’ with ‘the: proposed amending
Act of 1943 (the Lea Bill).

(4) The air transport industry
has been soundly financed; and
almost wholly by the sale of
equity  securities. The air -lines
have experienced no difficulty in
obtaining neéded capital .and no
problems have arisen which' call
for ‘legislative’ action or for fur-
ther regulation in this field. We
note that a proposal has been made
to Congress that the Civil Aero-
nautics Board be given authority
to control the issuance and sale

of securities by air transportation
clompanie's, including authority to

Industrial Securities Committee Concerned Over Control of Aviation Issues

require compulsory competitive

bidding. But these are matters -
which should be left to managerial
judgment. The Civil Aeronautics
Board now has all of the regula~
tory authority it needs to accom-
plish its . proper purposes. When
they sell securities to the public,
the air line companies must regis+
ter under the Securities' Act. The
public interest would not be berf-
efited by. further ‘regulation in
this area; however, if the Congress °
should. decide to give the: Civil

Aeronautics Board authority to -
control the issuance and sale of

air line securities it would be log-+

ical at the same time to exempt

the air' lines from the burden of

registration under: the Securities

Act by amending Section 3 (a) of

the latter Act to include an ex-

emption for 'air’ line companies

regulated by, the C. A. B., sub~

stantially identical to the exemp=-

tion nowe available under Section

3 (a) (6) of the Securities Act to

railroads operating under I..C. C.

jurisdiction.

In presenting these views to the
Committee on Interstate and For=
eign Commerce of ‘the House of
Representatives and to the Senate
Commerce Committee this Asso-
ciation @#ould, in the opinion of
your Committee, express a desire
to be heard by these Congressional
Committees when questions relat=
ing to the sale of securities by air
transportation companies are un-
der consideration. Appropriate ar=
rangements should be made to en-
sure that the Association is rep-
resented ‘on such occasions and
that the views of the investment
banking business are effectively

| presented.

No industry has done more than
the aviation industry to achieve
victory in the War. And thereare
few fields in which the invest-
ment banking business has had a
more constructive part than in the
organization and ‘development. of
the aviation industry in the pe-
riod following World War I. We
have a right to be heard when
the problems of the industry are
before Congress and we should
not hesitate to.appear and state
our: views. ‘

The New Financing

It is the function of your Com=
mittee to deal with matters re-
lating - to ‘industrial . finance ' in
general. As we look over the field,
it appears to us that certain recent
trends - and developments merit
attention and comment. )

1944 and 1945 have been years
of great activity in the invest-
ment banking business. Of what
has it consisted?

In the period of four years and
seven months from Jan. 1, 1941,

(Continued on page 2761)
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“Rallroad Committee Notes I‘urther Gains in Carrier Credl

In its report to the 34th Annual
., Convention of the IBA, the Rail-
. road Securities Commlttee, head-
! ed by Faxrman R. Dick as Chair-
. man took an
optimistic
view ' of ‘the
. railroads, but
‘pointed out
" that  earnings
- are. bound, to
. fall below-the
wartime  lev-
els, ‘and “that
higher. ' wage
rates ‘to' em-
ployees are in
the offing.
---Higher-"rail
. charges:. to
' offset these
’.conditions, are
held. to be es-
‘sential, “but
in view of the
OPA policies
‘ and the: Polmcal Pressure of ‘the
ICC immediate or' adequate rate

"' increases may not be expected.
The text of the Committee’s re-

. port for 1945 follows:

. The Report of the Railroad Se-
curities Committee for 1944 de-
scribed ' the extensive improve-
- ment in railroad credit that.took
-place in the preceding year. Im-
provement  has continued ‘at a
rapid pace for another 12 months..

The Report for 1944 measured

L Faifman R. Dick

‘. 'the gains by the prices of a large

number of issues. It would seem
unnecessary to repeat this list in
detail, but the extent of improve-
ment can" be 1Ilustrated by the
follovung

I

Atlantic Coast Line Unif. 415s, 1964._

Erie Income 4%s, 2015
Illinois Cent. Ref. 4s, 1955

Northern Pacific 6s, 20474 i
Pere Marquette 41/zs, 19080.. ok
Texas & Pacific Ref. 5s, 1980._.__

* Called—replaced by 415s.
1 Called—replaced by 3-§as
} Called—replaced by 37s

The continued improvement in
credit is evidenced not only by af
rise in the prices of bonds and
the ' increased ‘number ' of .roads
able to refund debt at lower in-
terest cost, but likewise by the
increased . market value . of .the

- stock equity ‘of the .railroads, the
prices of many railroad. stocks
having increased in thd last 12
months 50to 100% or more.

; The ' principal causes of the
continued improvement in rail-
road credit outlined in:the: 1944

- Report remain fundamentally un-
changed:

(a) A level of net earnings tha
permits the building ‘up of safet
cushions in current  assets. and
“makes possible important reduc-

Says Cenfidence in Rails as Backbone of Transportatlon System Continues-De-
splte Factors Pointing Toward Traffic Declines arid Reduced Earnings. Sees
Posslblllty of Offsets in Improved Equipment, Greater Efficiency and Elim-
ination of Ovgrtime Pay, and Holds Freight-Rate Increases Essential if
Higher Wages Are Granted Employees, but Warns That Political Pres-
-sure-on ICA May ‘Thwart ‘Action.

- pared as Never Before to Live Off Their Fat.”-

tions in debt and fixed charges.

(b) The removal of maturity.
dangers by .anticipatory payments
or.refunding: operations. J

(¢) Increasing  recognition’ ‘of
the importance of our railroads as
the very backbone of our domestlc
transportat;on, =

A year ago it wds dxfflcult m’
fact impossible; to: determine:. "the
extent to which cerdit’ improve-
ment was based on theincreaseéd

recognition that our railroads.are,
in fact, the very backbone of our
domestic transportation--. system.

Growing confidence, today, when’
increased - truck, air .and. water
competitionis to be faced.in the
immediate future  would ~seem
clear evidence that this factor is
a most important 'ingredient in
the composite credit picture.

Confidence in Railroads Continues

Such a. conclusion is strength-
ened when it is noted that con-
fidence  continues  unshaken -in
spite of the substantial ‘drop in

traffic and in spite of the Fapid

rise in operating ratios that:has

already taken place, not to: men-

tion . the " possibility, if not- the
probability, that wages. and costs
will in the near future increase to
still higher levels. Moreover, un-

Nov. 15,1944  Nov. 15,1945

Price  Yield = Price Yield

9034 :'5.25% 111:°.3.67%
w5 83%% 55,41 99 455"

83%  6.07 105 - 3.40 ~
~L77991  6.05 L e *
sz 2101 444 2 o T
~= 799

.5.02 -t i

favorable factors’ affectmg future
railroad ' earning power _are not
limited to declines in traffic; in>
creases ' in .wage rates, and the
cost'of materials and supplies, be-
cause wartime .earning power re-

 flects abnormally favorable con-

ditions which in all probablhty

will change for the worse in the L

next 12 months.
One of these factors is the ab-

normal  passenger . earnings per |;

passenger train mile, resulting
from the unusual loadmg of pas-
sengers into cars, and the other is

the abnormally heavy loading of |i

freight cars due to the wartime
<hortage of cars and the Office of
Defense Transportation’ rules re-
quiring' maximum loadi,ngg;

‘ . FOUNDED 1913 ;

THOMS()N & MCKINNON

. SECURITIES COMMODITH:S
11 Wall Street, New York

Private "wz'fe‘system connecting
our offices in 35 cities in the
United States and Canada

N

MEMBERS NEW YORK STOCK EXCHANGE AND OTHER PRiNCIPAL

SECURITY AND COMMODITY EXZHANGES
T o

CIt s difficult: to- estimate .in
terms ‘of money the cost of a ret
storation to.more normal condi-

i1 tions; but' it would seem, obvious,

that when the troop movements

-are. over- and the private auto-

are back .on .the Toads
no ‘longer- be

mobiles
passengers . -will

‘crammed into. cars like.sardines..
Tt. would seem ‘equally clear that
.when”an ample supply’ of equip-
ment is available it will: né longer

be*possible to: require ‘a. shipper

to load a freight car to maximum

capacity “if there is a surplus of
cars. available and other: railroads
are competing. for.the business..

- There -are of: course - offsetting
factors such as the improvement
in . railroad: efficiency resulting
from improved operations and the
use of improved power and equip-
ment.. Likewise the restoration of,
normal conditions should improve
the production per employee and
eliminate ‘the cost of much over-
time.  Nevertheless, the evidence
is convincing that' a freight rate

increase 'is an absolute - necessity:

if adequate earning power is to be
maintained, ' The only uncertainty
is “the ‘size of the required in-
crease. Definite forecasts in this
respect = are impossible = without
more -definite’ knowledge as to
futurp labor and material costs.

. Estimates of future costs must
await a settlement of the present
wage negotiations. Barring a ne-
gotiated agreement, it would seem
probable that a decision would
not ‘be reached until the . late
gpring, due:tq; the procedure and
requirements - of  the Rail_road
Labor Act. In all probability, ap-
plications for higher freight rates
would await-such a settlement. - If
so, 'applications for: freight rate
increases may be expected to be
initiated: ‘in - early 'summer, in
which case a decision could be ex-

Concludes “Railroads Are Pre--

pected in about six months that
is, by late fall.

This tentative time schedule can
of course be expedited or delayed.
Much will depend on the attitude
of the Government with respect to
the ‘entire wage and price prob-
lem. At the time of the writing of
this Report national policy would
seem to be by no means clear, al-
though. the apparent determina-
tion on the part of Government to
restrict prices regardless of costs.
is' ./ not . encouraging, "especially;
when it is realized that the level
of 'railroad freight rates enters
into the cost of every article of

commerce that is- transported. by

“| routine;

"Ino credit crisis such as occurred

rail, either as a completed product

or as basic materials prlor to

. manufacture

"Judging from the past, an up—-

-| ward readjustment of the railroad
‘| freight rate structure. to corre-
| spond .with the .present conditions

will 'not be a matter of mere
It would be wishful
thinking to expeet that the In-
terstate . Commerce Commission
would be free from the heaviest
kind of political pressures, There
is no sign yet of any change in at-
titude on the part of the OPA or
the Department of Agriculture as
evidenced by the recent petition
to the ICC to cancel permanently
the wartime surcharge in- rates
now suspended temporarily. The
recent speech of ‘Président: Tru-
man would seem to indicate ‘that
a test period of at least six months
would be required ‘as a' basis for
any considerable increase in-rates,

What effect a pfolonged period
of Very . poor, earnings . would
have on credit is 1mposslble to de-
termine, There can be of course|

' (Continued on page 2765)
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Urges Larger Private Holdings of Governments
; IBA Government Securities Committee Asks for Periodic Offerings of 2149, .
Bank Ineligible Issues and Curtailment of Movement Toward Lower Interest

Rates. - Says Government Adherence to Sound Principles of Fiscal Manage-
‘ ment Is Essential to Public Confidence. ; :

Herbert N, -Repp, Chairman of
the IBA Committee on.Govern-
ment Securities submitted t'he
following report to the Associa-
tion " at the "
Convention of ... . g
the Associa-
tion' held ' in
Chicago, Nov.

25-28, 1945:

The “war is
over, and any
appraisal o f
our war time
fiscal policies
is purely  of
historical in- i
terest. The . oS
sale of United . [
States: Gov-
ernment ' se- |
curities to
over 85,000,000
peopleisanac-
complishment
that speaks
for: itself. We must now vigor-
Gusly turn” our ‘attention to the
formulation of sound policiés for
the future management of a pub-

) Herixert N. Repp

lic debt ‘approaching three hun-
dred billion of dollars." )
With skiliful and competent fis-
cal management ' this debt -can
doubtless he serviced and even-
tually reduced considerably with-

‘l out undue disturbance to our eco-

nomic system. s The problem to-
day . is so great that we cannot af-
ford to undertake short-sighted or
inept experiments. \

The Federal public debt today
calls for au interest outlay of over
five - billions dollars per annum.
Obviously .this is a heavy interest
charge, and together with other
budgetary items which have been
permanently increased by the war
will limit the extent to which
taxes can be reduced. It will be
a mistake, however, to permit the
consideration of ‘the intere st
charges. alone 1o so . affect. the

whole rate Structure that it will
be brought to-a level not in ac-
cord with sound principles of fis-
cal policy or be-:in- the best in-
terests of the entire economy of
the country, - ‘

One of the most important prob-
lems is to endeavor to maintain
and ultimately increase the per-
centage of the debt held by the
non-bank investor, A permanent
organization, simiiar in purpese to
the present War Finance Com-
mittee,: should be set ‘up, to aid
and direct the continued- sale” of
securities  outside of the banking
structure. "It should function im-
mediately so. that there be no
break in effort ‘to continue» the
public interest. Care should be
taken. that™the securities offered
be .of such maturities .and ‘rates
that the Treasury may continue

~
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and even increase the investment
of a considerable part of the an-
nual savings of the public'.in gov-
ernment securities and capitalize
on the habits of ihrift which have
resulted from the public partici-
pation in wartime finance. As an
example, after’:the Victory Loan
the continuity  of the long-term
rate should be confirmed by pe-
riodic offerings of bank ineligible

2% ¢ bonds.

. When the immediate cosis of the
war have “been settled, policies
leading to a rapid return {o a bal-
anced budget should be adopted,
and whenever a budget surplus
permits debt reduction should be
made effective, At this time the
most careful and strict scrutiny
should be made of all requests for
appropriations so that no unnec-
essary projects be authorized par-
ticularly as the pent-up demand
for all types of goods and services
gives such promise of high indus-
trial activity and satisfactory em-
ployment. “*Adherence to sound
principles of fiscal management is
essential if the confidence of the
people is to be maintained.
Much of the decline in yields

during the past year has been due
to the Treasury policy of limiting
new issues eligible for commer-
cial bank, investment to; those of
very low yield; and from a prac-..
tical point of view, now that ‘the
war is over, serious consideration
should be given {o the advisability
of permitting this movement to
proceed -further. If unchecked,

the entire rate structure could be ',

so affected as to make unattracive
the investment of the savings of
the people. 5 V

The course of government post-
war finance will so vitally affect
the ‘entire public welfaré that the
members of the Investment Bank-
ers . Association, -understanding
these problems, must devote spe-
cial time' and thought to their '
study. The magnitude of the debt
held in such volume by banks, in-
surance companies and thousands
of other corporations and partici-
pated in by 85,000,000 of our peo-
ple demands' your best : thoughts
and constant attention.

Governmental Securities Com-
mittee—Herbert N. Repp, Chair-
man; . Eugene R, 'Black, George
Buffington, Robert H, Craft, Ed-
ward B. Hzll, Leo A, Kane, Fran-
cis M. Knight, Aubrey G. Lanston,
Jay N. Whipple.
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 Sees Enlarged Public Utility Financing

The IBA Pubhc Service Securi-
ties Committee, under the Chair-
manship of Albert T. Armitage,
delivered its annual report to the

34th Conven-
“tion held at
: Chicago. The
report con-
tained an op-
timistic ' view
. for enlarged
public | utility
financing but
pointed out
that problems
of reconver-
sion. and
'wages as well
¢ the SEC’s at-
titude regard-
7 ing rights of
equity stock-
holders - are

i still facingthe
‘Albert T. Armitage industry. The

" text of the re-
port follows:

The year under review by this
report has witnessed the largest
volume "of utility financing since
1936. New issues of bonds and de-
bentures of the electric and gas
industries reached a total of $1,-
145,000,000 on Nov. 10, compared
to $925,000,000 for the entire year
1944 and $337,000,000 for 1943, In
addition, the Bell system entered
the capital markets for a sum of
$435,000,000 - of long term de-
bentures. A number of additional
issues are in sight before the end
of . the calendar year.' Of the
year’s total to date of *$1,600,000,-
000 ‘more than $1,400,000,000 was
for refunding issues which in turn
had previously refunded earlier
issues. No long term debt was
publicly offered for the expressed
purpose of providing funds for
new construction.

Preferred Stock Sales

The preferred stock market was
proportionately active with a to-
tal : of $145,000,000 compared to
$127,000,000 in 1944 and $22 000,-
000 in 1943

Perhaps’ the -most interesting
development came  in  common
stock financing. At the time of
the reports of this Committee for
1942 and 1943, it appeared that a
substantial number of utility com-
panies “wWould pass to  publicly
owned authorities.’ We have, how~
ever, during this year seen the
sale by holding. companies of
substantial blocks and whole is-
sues of common stock to the pub-
lie.

The basis for this enlarged vol-
ume of financing is the increased
demand for public utility secur-
ities. This is most strikingly seen
in" the Dow-Jones.  average -of
utility common stocks, which at
current levels is 370% of the low.

.pay for a reduced working week,

i Public- Servnce Secuntles Commlttee of- IBA Reports Largest Volume of New .
.. Issues Since- -1936.,. Though “This Is Largely Due to Accelerated Refundings -
Because of Lower Interest Rates, There- Is ‘Prospect for Large New'
Utlllty Capital Investment; Represented in Part by Common
‘Stocks. Utilities Faced With Labor and Reconversion Prob-
. lems, and Fair. Adjustment of Rlohts of Stockholders Has <
Not  Yet Been Accomphshed Under Publlc Utlllty

of 1942 and is shght]y above the
highs of 1937 and 1933. The util-
ity bond market, which ‘showed
very little change during 1943
and 1944, advanced substantially
in 1945. Moody’s Composite Av-|
erage of Yields on Public Utility
Bonds, ‘which remained  close - to
3.00% throughout 1943 and. 1944,
is currently close to'2.80%. The
result- was a- greatly accelerated
refunding . program : which - ac-
counted for virtually all -of the
new issues in 1945.

Management. Problems

The management problems fac-
ing the utilities, now that the
Federal tax 'question has been
clarified for the immediate fu-
ture, are much the same as those
of all industry—prices, wages and
reconversion. . The activities of
rate ' reduction  enthusiasts have
been held in check by the high
taxes borne by the utilities dur-
ing the war, but with the elimi-

nation of the Excess Profits Tax: it ]

would . be “wishful  thinking  to
suppose the regulatory authorities
will not try to translate a share
of the money released by the Fed-
eral Government into lower rates.

Wage Question
As to the wage question, the prob-
lem arises from the fact that dur-
ing the war the utilities carried
on their. operations with greatly
reduced manpower and large pay-
ments * for - overtime.  Electric
utilities in 1944 paid $388& millions
to 201,000 employees. In 1941 they
paid 376 millions to 253,000 em-
ployees. It is the fashion for labor
to demarid the.same take home

and there is no reason to believe
that the ' utility industry is ex-
empt. Reconversion involves the
resale to retail customers of large
blocks of power used during the
war by war industries. All esti-
mates: of the postwar. market in-
dicate a large volume of business
in electrical appliances, which it
is hoped will absorb the reduction
in the use of electric current by
war industry. - Electric . utilities,
however, ‘will . have to rebuild
their merchandising ‘depariments

INDUSTRIAL, RAILROAD, PUBLIC UTILITY
and FOREIGN SECURITIES . -

UNLISTED TRADING DEPARTMENT:

WERTHEIM & Co.

Holding Act '

and while the rates on domestic
business . are higher the costs of
furnishing . it . are - also - higher.
New. capital ‘requirements - will
largely .depend - on the success

with - which .these problems ‘are’

solved, and there is some ground
for feehng that demand. for new

money . will .appear: in  sufficient
volume to' sustain ‘an active new
issue market as the present proc-
ess of refunding: runs its course.
A ‘new wave of refunding is, of
course, dependent on the Govern-
ment’s financing program.:

_ Plight of Equity Shareholders
From the point of view of util~
ity - holding company security

owners the most serious problem
which the year has develeped is a
fair ‘adjustment of the rights .of
the ‘equity - stockholders. There
can be no question that the rise in
utility ‘equities has’ restored to
them values which had been given
up for lost three years ago. ' The
desperately slow  and “cumber-
some process of making recapital-
ization plans effective makes it
very difficult to adjust to chang-
ing conditions.’ Years have - gone
by since the passage of the Hold-
ing Company Act and yet we are
lacking judicial determination of
some of the basic issues. A review

of ‘the’ constitutionality of- the -,

“Death Sentence” is now in pros- -
pect. Certain remarks. from’ the .
bench in a recent case before the
Supreme Court - place -in’ doubt:
the SEC's definition of “additional
system.”  There is confusion on '
whether senior securilies are en-
titled to. par or redemption price. -
Tlere is confusion on'the ques-
tion of satisfaction of senior se- -
curities in “packages”. or in cash. .

It is hard to see how any action :

of the Investment Bankers Asso~-
ciation can make a material con-_
tribution to a speedy clarification :
of these issues, but it*would be a
tragedy if thz current pericd of -
buoyant security prices were al-- .
lowed to pass without seeing the' ;
holding company structure placed . -:
on a firm legal foundation, |

Public Service Securities Coin-
mittee — Albert T. Armitage,- -
Chairmany
Frederic H. Brandi; John G. Flint; .-
Hugh D, MacBain; Robert Mason; '~
Nathan.D, McClure;. Clay H. Sor-
rick; Edward K. Van Horne;
Adolphe H. Wenzell.
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New Educahon P:ogarm Under Way

#The program of the Investment
Bankers Association - of Amenca
to attract young men to-the in-
vestment bankmg busmess and
to: offer them )

cogmprehen-
sive courses of
training, has
been ' carried
forward with ..
considerable .
success since
our last meet-
ing,’” reports’
Julien H. Col- |
lips, Chair-
manof the
IBA Educa- .
tion Commit-
tee. The. re- |
port contin- '
ues:

{ More th a n
250 men have
already been
directed 'to

member houses in: various parts
of the country as a result of in-
terest created in' large . part by
the distribution of ‘our voeational
booklet. TOWARD CAREERS IN
FINANCE, ‘and- they continue to
come to us in-large numbers.

Nearly 200 member houses have
expressed an mterest in  inter-
viéwing young men who come to
the attention of the  Association,

Julien H. Collins

' IBA’ Education Committee Tella of Efforts to Attraet” Capable Young Me o
Investment Bankmg, Has Issued Booklet on. Trafmmg.

For. Career in Fmance

and Has Establlshed School at Northwestern Umvers:ty——Wlll Extend

- Education to Smaller Centers. -

1 ‘and a sizable percentage of these

firms have already.employed ap-
plicants ‘who “have ‘been . sent. to
them by us, many of whom were

‘recently dlscharged from rmhtary

service. ;
! About 5,000. copies of the book-

let are still availaple and will be

sent to ‘members ‘who wish to-as-
sist us in their distribution: More

than.1,500 copies of our, vocational | .

booklet have been sent to colleges
and universities,” while wvarious
séparationt centers of the Army,

‘| Navy and Marine Corps have re-
| ceived. several thousand. :These

sources of prospective interest.are
‘| capable of broader development,.

and we will continue’ our efforts
in ihis direction.

:Tt is with: considerable satisfac-
tiori that your Committee: may
now ‘report to this: Convention
that the first units of our training
program have graduated from the
blueprint stage, and. are now :in
the classroom. »

‘In cooperation with the School

'of “Commerce  of @ Northwestern

Umversxty, a careful‘y planned
training: coutse in. _Investment

Central States Group of' the As=
sociation in. Chicaze, and:- our

announced the.opening of.a'sim
lar ‘course on. Nov.. 15, .which is
being ' conducted  in coopemtxon
w1th the Universily of Califorii
The Chicago . eourse cpened
Nov. 14 with one over its fulllin
it .of - 50- ‘students, -registered. by
32 ‘member - houses.
satisfactorily - complete. - the:: 126~
hour course will receive from the [
Association,. an appropnate Cer-
tificate 'of Achlevement on' April
26, 11946, the ‘date on‘which the
ﬁrst course will be completed. :
The :classroom ~work ~will’ be
supplemented by 12 . special lec~
tures which will be' delivered by
men of long experience in various

fields of investment banking and
Dbanking. The topics of these lec-
tures and discussions will include

Portfolio ‘Management “for ' both

Banking is being offcred by the'

members.  in- Los Anffeles have'f

A

>}to, be & miost important. feature of |
“fthe course; and 'because 'we pro-

“Those who'

Government and Municipal Bonds, |-

msurance compames encl banks
| Analysis.-of . Railroad,;and Publlc
[Utility _Bonds .Operation "of i the
Stock Exchandes, and
studxes of State and:Federal Regu~
Hdtion. . The - Association 'is " in=
debted, to ~the:'men  ‘who-

sions -becatise ‘they: are exjpected

pose to use much of this material
in the development of study out-
Tiriés ‘and course mahuals-for gen-

' During the/past six'menths, the
‘Chairman - of ‘the Committee . has

committees in'New York, Chicago,
Philadelphia;,  Boston, st Louis
FDetroit,- San’ Francisco: and’ Los
Angeleq In‘each’community there
lis enthusiasn and'support for the
program. . Tt now .appears: likely
that training courses simiiar* to
the one -established “in' Chicago,
will be opened in - at least five or
six other'centérs carly in 19486.

" Member houses in smaller. com-~
munities. have. been’' no.less .en~
thusiastic “about ‘our: plans than

| 30 Pine Stree:t. ;
“New York 5? NY

Dick & Merle-Smith.

i £ gram, we’ plan to inake " available

Investment Securztzes

30 State Street
Boston 9, Mass..

SERANTON, P&,

New York Stock Exchange
Philadelphia Stock Exchange -
Chicago Board of Trade

Empire State Building

PHILADELPHIA, PA. .

EAST ORANGE, N. J.

Reynolds & Co.

_INVESTMENT BANKERS -

Members

120 Broadway
NEW YORK' CITY

BRANCH OFFICES

ALLENTOWN, PA,
POTTSVILLE, PA.
MORRISTOWN, N. J.
SYRACUSE, N. Y.

New York Curb Exfchange
Chicago Stock Exchange
Commodity Exchange, Inc.

The Sherry-Netherland

LANCASTER, PA.
YORK, PA.
BRIDGETON, N. J.

G

those .in' the ‘larger ‘centers. "

however appears to’ make it im-
practmal to establish ‘a’ school un~
Tessvat least 25 reglstrants camn: be
obtained.

i . To, provrde these members w1thr
the beneﬁts ,of"our: tframmg pro-

to..them; a - complete copy .of the
Association - :course, including
transcnpts of the dlscmsxon ses=-
sxons Our newly rev1scd readm"

.special |

havev'
agreed to “conduct  these" discus-

eraI distribution to. our members."

(met - with ' the group: . ‘éducation

' The|
unit cost” of - a- training course,

4 llst of.” recommended textoooks«

and references, which  has' been' -
'|'prepared.. durlng recent *months
should also prove-helpful to many,
of ‘our' members.’ The Assocxatlon
should give further. consideration'.

to the sponsorship. of a new. texts’

boek in _investment. banking as
recommended  in ‘the report of
this: Committee! last June. L2
{We have made.a good: begm—
ning *in. organizing. a* smali" but "
complete educational staff in the ';
Alssociation’s: office, but- the plans, |
‘of the: Committee-are capable of

much. greater. expanslon and .de= " "

velopment ‘when' an Educational .
Director. is selected: to administer
the work:whichis already under'
way. .

“The' ‘Committez feels -that: an
Educational Director: should ac-, -
cept ‘asone’ of  his important
clitties, the responsibility of car= -
rying forward’ an ‘extensive’ pro-' .’
gram: of field' work ‘with colleges
and_ universities to promote stu~_ :
dent  and’ faculty ‘interest. m in-
vestment: banking:

We are preparing . a new gen-
eration  fo . administer the activ=
jties of our member firms in the
future. The time will’come when
the responsibility’ of maintaining
the high traditions of our business
and of further advancing its ethi~
cal ‘and . professional standards 2
will be theirs. e

Edueation Committee—-—Jullen #ih
H. Collins, Chairman; Andrew M.
Baird; Howard M. Biscoe, Jr.;: |
Merle Bowyer; W. T. K. Collier;.
Samuel K. Cunningham; Allen C
Ewing; . W. . Yost Fulton;: Harper '
Joy; Waldo W. Mallory;.John. W. -
Pancoast; " Clyde ‘L. Paul; Donald
Royce; Lawrence E. Shaughnessy,v
Burdick Simons; R. McLean Stew-
art Allen -B. Tilghman;Adolph’:
E; Weltner; Leroy A Wllbur W :
‘W. Wittenberg. } i

. Commercial Trust Co. of New Jersey
Flrst Natmnal Bank of Jersey City -

New Jersey Bank Stocks
‘ Boug’lt — Sold — Quoted
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 Urges Fixed Period for Registration Statements

. The Federal Legislation Com-
. mittee, of which Charles S. Gar-
- Jand is Chairman, submitted the
¢ following brief report to the 34th
i . Annual Con-
vention of the
IBA' in Chi-
cago: L
< This  Com-
mittee‘is
charged prin-
“cipally with
‘three duties—
1. To keep
© itself " inform-
.ed - of "newly
conceived 'or
* pending legis~
lation.
© 2. Toaid in
having new
 legislation
- soundly draft-

ed. ;
3. To aid in | :
minimum objectives, the sugges-

Charles S, Garland ' having _exist-
ing legislation amended better to
serve the interest of the investor
and . the needs . of - our national
economy: ! o
. 'The past year, however, has
found  the Congress - so concen-
trated upon the winning: of total
victory that very little time was

. devoted to matters dealing with

our business, 3
New legislation was practically

; IBA fe_déraf Légi;latibn (;ommittee, Aside From Boren Bill, Sees No Immediate
Reminds Membership of Liability Section of Securities
.. _Act, Plus Common Law Penalties. -

Ne‘W_“Eng‘ct‘lpéhts.‘ -

non-existent—the. exéeptidns be-
ing the hearings on the Boren Bill,
which is discussed. more fully in
the report of the Municipal Com-
mittee, and _various inconclusivg
discussions ‘with respect to aid to
small business and the encourage-
ment of venture capital, Sympa~
thetic consideration’ toward these

two matters can be detected in the’

recent tax bill.
-~One ' amendment tothe" Secur-

ities Act was gained; i. e., the in-

crease in ' the’' exemption ‘from
$100,000 to.$300,000.
" Your: Committee - endorses,: as
ted amendments as contained in
the Report of the Federal Legis-
lation . Committee for "last. year,
which are set forth' in the 1944
Year Book, to which reference is

. made.

In addition thereto, we recom-
mend the amendment of Section
8(a) to provide that a registration
statement -will become  effective
within - a fixed period of  time

e

*

Telephone:
BOwling Green 9-7400

~

Telephone: WAlnut 0025-6

'MARKETS
e
OVER
THE

" COUNTER
SECURITIES
SINCE
1914

HorrRoSES TROSTER
e g Established 1914 -
Members New York Security Dealers Association

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

First National Bank Building, Atlanta 3

Teletype:
".NY:1-375_

Teletype; AT 468

<

1

‘by. the registrant. This point will | liability section of the Act as well

after tp‘g_ -date -of filing, except fee]s it within its proper scopevto
when' an extension is requested |remind: the membership that the

be. developed to some extent in|as common law are.still operative
the Report of the Industrial Se-|and that theseliabilities are in-
curities Committee, creasing  as  markets . surge . for-
',Meanwhile,_ your . Committee | ward, Our . membership must not

ESTABLISHED 1886

New York,_N. ) :

Lexington, Ky, Eastqn, Pa., Dayton, Ohio

3

q

become complacent. with respect
to the liabilities of the Securities

Federal Legislation Committee

' t—Charles S. Garland, Chairman;

Albert T. Armitage, Hazen S. Ar- .
nold, James Coggeshall, Jr., Hal
H, Dewar, Richard P, Dunn, New-
ton P, Frye, Stewart S.  Hawes,

.Carey S. Hill, Edward H, Hilliard,

Edward Hopkinson, Jr., Joseph T.
Johnson, James H. Lemon, John
K. Starkweather,  R. McLean
Stewart, Lyle F, Wilson. .

W. E. HUTTON & CO.

Members New York Stock Exchange -
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~ The Annual-Report of the Mu-
" nicipal.  Securities Committee - of
the: IBA. was: submitted -to the
Convention on Nov: 27.
recounting the
favorable vol-
ume and .
. prices in new
municipal fi-
‘ nancing the
¢ Comymittee,
headed by
Hazen-'S. Ar- -
nold of Braun,
Bosworth & -
Co., Toledo,

. called atten-
tion to the
.unsettled .
questions
which have

"been over-
hanging the .
municipal
bond ' market.
These ques-
tions included the tax status of

| state and ‘municipal. “Authority”

" { issues and the powers that are

i ‘claimed by the SEC under the
Maloney Act over transactions in-
volving state and municipal bonds,
and which the Boren Bill now

' before Congress seeks to have

. clarified.

-The text of the Committee’s re-

" port follows: i i

This - year prices of municipal
bonds again set an all-time record

- high. The Bond Buyer’s index of

¢ yields of twenty-year general ob-

+ ligation' bonds of twenty  large

. cities reflected an average yield

Hazen S. Arnold

U —— Y S

Municipal

Though

EER——

st 4 v

of  1.35%. a-s o’f last May. Each

| year starting with 1940, with the

exception of 1942, a new . record
high has :been established. For
review the  following tabulation
of such yearly highs and the time,
may be of interest. They are In
marked contrast to the .recor§

low of 5.69% in May 1933.

Year Month

1940 December
1941 November
1942 November
1943 . November
1944 © August-September . 1.59
1945 May 1.35

During the twelve-month pe-
riod - ending Oct. 31, 1945, the
amount of new issues of state and
municipal -securities; - -including
those of U. S, Territories and in-
sular possessions, totaled about $1,-
500,000,000 A comparison of this
financing, divided into long and
short ' term,. with - like. financing
during - ‘the- ' preceding = twelve-
month period reflects:

Yield
2.18%
1.90
2,14
1.69

Liong-term financing
Short-term financing

. These volume figures were com-
piled from the The Bond Buyer’s
record -of vmonth_ly-, sales..

Reconstruction Finance ' Corpo-
: 3 ration
On Oct. 2, the Reconstruction
Finance Corporation published an
announcement $hat it was pre-
pared to make loans to public
agencies through the purchase of
their legally authorized securities.
Such loans are'described by the
RFC in its revised Circular No. 22.
That portion of Section 5d.of
the Reconstruction Finance Cor-
poration 'Act pursuant - to which
these loans are to be'made reads:
“For the‘purpose of maintain~
ing .and: promoting the economic

‘couraging’ the employment of la-
bor the Corporation is authorized
and empowered, under such terms,
conditions; and restrictions as the

12-Month Period Ending Oct. 31—

Corporation - may determine,'to
1944 1945

$620,128,087 $834,393,924
627,389,841 639,289,469

$1,247,517,928

$1,473,683,393
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stability ~of the .country or en-|

Volume of Financing Also Gains. - Question of ‘Taxability of “Authority Issues” '
- Still Awaiting Decision” of Supreme Court. Boren Bill Not Yet Enacted By
Congress and Threat of Federal Fingering in Transactions_of ‘Munici-
pals Not Removed. Municipal Securities Committee Condemns At-
""" titude of SEC and Urges Boren FillPEssage

make loans to, or contracts with,
States, municipalities, and politi-
cal ‘subdivisions of States, with
public agencies and instrumental-
ities' of one or more. States, mu-
nicipalities, ‘and political ' sub-
divisions of States, and with pub-
lic corporations, boards, and com-
missions, to aid in financing proj-
ects .authorized -under ' Federal,

State, or municipal law, such loans |-

or contracts to.be made. through
the purchase of their securities,
or ‘otherwise, and for such pur-
pose the Corporation is authorized
to bid for such securities, * * *”

According to_the above men-
tioned circular,” the. RFC will
make these loans by purchasing
the “bonds or other securities-is-
sued by the borrower. It may pur-
chase - general obligation . bonds,
revenue bonds, .notes or other
valid obligations that prospective
borrowers may be authorized to
issue under applicable local law
to obtain funds for the proposed
projects. - The | obligations shall
be payable from such sources and
shall: be secured in such manner
as may be acceptable to the RFC.

The loans may be made for such |

periods of time, in. such amounts,
at ‘such rates of interest or dis-
count, and ‘under such-terms, con-
ditions, and restrictions asthe RFC
may determine in each instance
in the light of all of the circum-
stances, and as authorized under
state or municipal law applicable
to .the borrower. . )
Following the announcement
there was widespread concern .in
our industry as:to whether the

RFC:might be contemplating en-’

tering the field of state and mu-
nicipal security financing in a
way that would reflect- competi-
tion with ' private industry: . We
inquired of Mr. Charles B. Hender-
son, Chairman of the Board. of
the RFC, as to the policy of that

,C‘ofporation with respect to the
making of such loans. In response |

Mr. Henderson  advised us that
“Any fear or concern on the part
of | municipal bond  dealers  that
we (the RFC) are now about, to
start upon a policy of competing

.| with, or encroaching ‘upon pri-

vate ~enterprise, is" groundless.”
The full text of Mr. Henderson’s
latter dated Oct. 26, follows:

“I have your letter of Oct. 15
to:me in regard to loans by. this
Corporation -to. public agencies,

Prices Attained Record nghs

which loans. are described in. our
former and present revised Cir-
cular ,No. 22 to which you refer.

“Inl our announcement to the
press
available from :RFC to public

on Oct. 2 that loans are

| agencies to aid in financing pub-

lic construction projects, - we
pointed out, what was omitted
from ' some - shortened press ‘ac-
counts, that such loans have been
available from - RFC for years,
both ‘before and during the War.
Such ‘loans’ constitute no' new
operation - by this Corporation
and no expansion of our sphere
of assistance.to municipalities to
displace that provided by munic¢i-
pal bond dealers. .. )

“As in the past, this Corporation
does not now desire or plan to
compete with private lenders to
municipalities. We do not wish
to provide assistance  where we
know that g private bond dealer

or a group of them will provide it. -~

That has been our actual experi-
ence and -established policy- for
many - years in which- we have
been . making : aid available ~for
municipal projects, and we plan
no change from such established
experience or policy. Any fear or
concern on the part of municipal
bond ' dealers that we are now
about’ to" start upon a policy -of
competing with, on ‘encroaching
upon private enterprise is ground-
less. : : A
“As you know, there are many
situations in the municipal con-
struction of public facilities where
bond dealers. cannot or do not -
desire to' make. needed loans,
which 'we can make on a sound
basis, and thus make possible the
carrying out of needed and de-
sirable municipal projects. Such
situations mainly occur in mar-
ginal projects where estimated
future revenue only slightly ex-
ceeds debt service requirements,
and where bond dealers will not
buy bonds before a project is
completed and in operation.’ Such
loans, which can be made by us
on a sound basis, supplement and
do not'displace private financing
facilities, and. we are authorized
by law to continue to make avail-
able such . assistance to public
agencies in order to aid the con-
struction of necessary and useful
public facilities. . 7 : 1
“I shall be pleased . to furnish
you with any additional informa-
tion you would like from us con-
cerning our policy with regard
to municipal loans.”
Maricopa County, Arizona !
In our Annual Report of Nov.
28, 1944, we recited developments
in the case of the State of Wash-
ington et al vs. Maricopa County,
Arizona et al, pointing out that
the U. S. Circuit Court of Appeals,

* Consultants on Municipal Finance
| ‘A Constructive Service to Municipaiities

As-Consultants on Municipal Finance we render a con- | L
structive planning 'service for Cities, States and other . '
governmental units. ' This service includes experienced 1
assistance in develdpment‘ of plans for new financing, |
reorganization  of " existing. debt ‘structures, planning -
the financing of self-liquidating projects, and financial
.public relations. WE DO NOT BUY OR' SELL .
SECURITIES. We are pleased to cooperate with finan- .
cial institutions and in.vestmen‘t houses. ’ '

4

Wainwright, Ramsey & Lancaster
... 70 Pine Street New York 5, N. Y.
Telephone WHitehall 4-3540

] GeNneva, N. Y, .
. Itnaca, N. Y. ¢  MibpLETown, N, Y.. ¢  Sveacuse, N, Y. "¢ Umca N. XY.' *  Warektown, N. Y,
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Ninth District (fo which.an earlier.
decision of the District Court had

een' appealed)” did ' not pass on
the merits of the case, but held
that the motion which had been
made in the District Court by the
county for ‘a‘summary judgment
was not well founded and should
have .been denied because- the
pleadings showed that there were
genuine issues .of material .fact
involved in the case which should
have been decided by the District
Court,. iy 3 "

The ' case. was'  then ‘again
brought before the U, S. District
Court for. the District of Arizona
and : arguments - and testimony
were heard by that Court on Nov.
‘14, 1944, -On Jan. 5 of this year,
the judge of the lower. court an-
nounced that he would decide in
favor of the county.. On Feb. 27,
he rendered his decision holding
that the plaintiffs, i.e, the State
of. Washington and the Equitable
Life Insurance Company of Iowa,
are not entitled ‘to .the = relief
sought and that the defendants
are entitled to judgment, which,
we understand, was entered at
the time, y
+: The State of Washington and
. associate - plaintiff, the Equitable
Life Insurance Company. of Iowa,
again “appealed the decision  of
the lower court to the U. S. Cir-
cuit Court of Appeals.” The case
was argued before the last men-
tioned court on Nov. 15, 1945. At
the "time of writing " this report,
we have not been advised of ‘the
conclusions. of the Circuit Court
of Appeals.

_“Port of New York Authority

an
Triborough Bridge Authority
By way, of review, wes pre-

viously reported on two important |
decisions during 1944 in the Port.

U. S. GOVERNMENT
DisTaps
e
MUNICIPAL
'BONDS.

*,~BOND DEPARTMENT- - - -

s

CHEMICAL
RUST COMPANY ' ' -
Siemeiy s i Tféhnfied—lﬂﬁrt‘.'u--.u, PR i SO S
165 Bmadvuys, New:York 15, N. Yo /.7 :

J

‘of Nevr York -Authority and the

Triborough Bridge Authority
cases. It will be recalled that both
the U. S. Tax ‘Court (Jan. 28,
1944)..and the U, S. Circuit Court
of Appeals (Aug. 24, 1944) upheld

the exemption .of the interest on-

the bonds of these authorities
from federal income taxes. It will
also be recalled that the decisions
of both ‘of these courts were
based upon the statutory provision®
and that neither court found the
need to go into the constitutional
phase of the subject.

During the latter par:i of 1944,
the Treasury Department (Com-
missioner ‘of Internal Revenue)
petitioned- the. U. 'S.. Supreme
Court ‘' to review the . cases.. On
Jan. 2, 1945, the U.'S. Supreme
Court denied the Treasury’s pe-
tition" for ! review; thus. the ‘de-
cisions ‘of the “U."S." Tax Court
and-the Circuit Court: of Appeals
stand, and. the interest from the
bonds of these ‘authorities is ex-
pressly exempt under the law in
its present ‘form. j

Delaware River Joint Commission

Somewhat over eight years ago,
the Treasury Department asserted
the power to assess a federal
stamp tax upon the bonds issued
by : the Delaware - River. Joint
Commission—a joint. Commission
of the States of New Jersey and
Pennsylvania. . The . Commission
declined . to  pay the assessment
and sharp controversy followed.
Developments were . closely ob-
served by . state and municipal
officials ' throughout the country
as the procedure was considered
as a step in the direction of fed-
eral taxation of all state and mu-
nicipal - bonds: ' Originally = the
Treasury Department demanded
payment from the Commission of

$41,000 stamp tax plus a penalty

of $2,050- and interest of $129.83

upon bonds- issued’ by . the Com-|

mission in 1933. Conferences were
held between the Commission and
the: Treasury -Department in
Washington, In 1939 the Treasury
Department admitted that close to
$31,000 of the ' assessment had
been erroneously made; however,
it insisted upon payment of about
$10,413 and interest yhich . the
Commission declined Ao pay.. -In
August ‘of 1943, the Treasury De-
partment attached $10,497 of the
funds of the Commission. Shortly
after ‘the ‘Commission . paid the
levy -under protest and ' com-
menced legal proceedingsin. the
Federal Court. . - o

About the: middle of October
this -year, the" Delaware ' River
Joint Commission was advised that
the Treasury Department would
refund the' entire amount of ' the
tax' “which - the “Commission had
paid ‘under protest along with in-
terest. ‘At -the samé time, it so-
licited the Commission to dismiss
the suit pending in 'the Federal
Court.. We understand that coun-
sel for the Commission either has
or.. will move' to have ‘the .case
dismissed. 'Whilé the amount fi-
nally involved in this particular
situation ‘'was not material, the
principle involved was deep seated
and far reaching.

Other Court Actions and State
: Legislation

. Appended ' to 'this report are
references to certain other ‘court
decisions rendered and to state
legislation . enacted ' during  the
year. Only. decisions and state
legislative enactments considered
to be of general interest to the
municip8l trade or of special sig-
nificance locally are mentioned.
Your attention is directed to these
decisions "and ‘enactments. - See
Appendix: 1, Court. Decisions,. and
Appendix 2, State Legislation.

i The Borex! Bill
:In our Interim Report of last

June, we reported on the hearings-

on_the Boren Bill, H. R. 693 held

| Feb, 20 and 21, 1945 .by the Inter=

D )

~t
L T

state -and. Foreign Commerce.
Committee of the House, We un-
derstand that the House Commit-
tee ‘discussed the bill on May 1,

-last: .. On “May 4, Congressman,
Boren; introduced an al\temate,

//ﬂ/////////)///////lll//////////////I///I/////I/I////II/////////I//////////////I/////{///////I////I/////I/II/////////)/////////”//////////////////I///I//// <

|1 needed protection from SEC reg-

substitute bill, H. R. 3129 One of
the SEC’s objections. to H. R. 693/
expressed at the  hearings by
Chairman Purcell was that, he felt
the statute 'would be' .unfortu-
nately confusing in that particular
form.’ Mr, Purcell said that if it
is the desire of the Committee to
amend the law to carry through
the philosophy of the bill, some
means could be found to make a
simpler exemption form. g
H.R. 3129 is a simplified expres-
sion of the principle contained in
H. R. 693. The enactment of
either of the two bills would af-
ford the processes of state and
municipal security financing the

ulatory . jurisdiction.- A copy of
H.R. 3129 was shown in otr In-
terim Report of last Jpune and for
immediate reference it is sct forth
below, oy :
A Bill .
To amend the Securities Ex-
change Act of 1934 so as to limit
the: power of the Securities and
Exchange : Commission  to reg-
ulate transactions :in exempted
-securities. e

Be it enacted by the ‘Senate
and House of Representatives of
the United: States. of America
in- Congress assembled,  .That
section 3 of the Securities Ex-
change Act of 1934, as amended,
is amended by adding at the end
thereof the following new: sub-
section: i

“(d) No provision of this title.
shall be held to confer upon the
Commission the power to pre-
scribe rules or regulations im-
posing any restrictions or  re-
quirements with respect to the
purchase, sale, hypethecation or
negotiation  of,
regulating transactions in, ex-
empted securities; except that
this subsection shall not apply
with respect to section 8 -(c) of
this title.” " -

SEC. ‘2,  The ‘second sentence
of section 15 (¢) (1) of the Se-

[ curities . Exchange Act-of 1934,
as amended, is amended to read
as . follows: .“The. Commission
shall, for the purposes of the
application of this subsection in
the case of securities other than

.-exempted . securities, by ‘rules

...and regulations define such de-
vices . or - contrivances:.as. are

1

!MUNICIPAL s “
= o

CORPORATION

| BON DS

»

s

or otherwise |-

“.marfipulative,” deceptive, or
--otherwise fradulent.”

During the hearings last Feb-
ruary on-H. R. 693, Congressman
Wolverton suggested a-meeting of
the SEC and the affected parties
before the Committee took final
action on the bill under consider-

| ation.. .Subsequently in keeping

with - this  suggestion. Chairman
Purcell -of ‘the SEC called such a,
meeting for July 10, in Philadel-
phia. In attendance were Chair-
man Puréell-and two of his asso-
ciate Commissioners and .several
members: of the: staff of the SEC.
Also present .were .those repre--
senting states and municipalities,
the American Bar Association-and
our ‘industry,. . e

."Mr. 'David M.” Wood. of Wood,
Hoffman, King '& Dawson, New
York,. representing states and mu-~
nicipalities zat.; the . meeting re-
ported to Congressman Wolverton
as follows: "~ ;.

“The conference between. the
Securities and Exchange Com-
mission and representatives of the
States. and municipalities and of
investment - bankers, : which  you
suggested at the hearing on the;
Boren Bill be held, was held in"
Philadelphia. on. July 10. The
meeting was attended by a num--
ber of Trepresentatives .of the
States and municipalities, as well *
as by representatives of -the in-
vestment banking fraternity. As:
you will no doubt be advised in
detail of the attendance at -the
meeting, I will not attempt in this
letter to mention the names of .
those present. The Chairman and ' -
two ‘members of the Commission *
were present, as. were. several "
members | of . the Commission’s”
staff. Yl s L d
“Chairman Purcell opened the ,
conference - by stating that the .
purpose of the meeting was not
to discuss the Boren Bill, but to :
consider what action the Commis-
sion might take. under: the exist- |
ing act 'with: reference to State :
and municipal securities. Where- :
-upon,..speaking on behalf. of the:
‘States and municipalities, I stated :
that they were strongly. opposed
to any regulation of their finan-
cial affairs by any Federal agency, ;
and that they were just as much ;
opposed to-indirect regulation as i
they ' were ' to direct regulation. ;

(Continued on page 2734)"
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(Continued from page 2733
Thls position was ‘supported by

Mr, Joseph Clark speaking on be~

 half - of the: Municipal * Finance

Officers Association of ‘United|

States and Canada. Mr. Purcell

- disclaimed any intention or.claim{:
of authority -on the part' of -the

- Commission to' regulate directly
the financial operations of these
public - agencies, so that the ‘en-
tire' discussion -‘turned ‘upon

‘whether regulation of the second-

ary market in-State and municipal
bonds - adversely - affected-
- States and the municipalities. The
‘ representatives - of --these public

agencies aserted .that -it did affect{

;them most adversely, in which
position they were supported by
the representatives of the invest-
ment  bankers.. The Commission-

seems. to- be of - the - contrary]

. opinion,

CeAll partles condemned fraudu-

lent transactions, ‘whether they
occurred with referen_ce to State

‘the-

-and municipal securities or with
reference to corporate securities.

All agreed that the Commission ]

had power to prosecute those who
commit. frauds in the ‘sale of se-
curltles, both public and private.

not sufficient, because ‘several
members of the Commission and
its staff presented for discussion

proposed rules which’ would ‘re-,

quire compliance on the part of
purchasers and sellers ‘ of * State
and municipal -bonds, regardless
of the fact that the transaction
might be perfectly legitimate.. ' -
“The Commission’s  point ' of
view is that fraud should be pre-
vented.” No one would object to

that, provided it could be accom- |

phshed without doing more .dam-
age to the community by restrict-

ing the many legitimate transac-
tions than is caused by the infie-
quent frauds. It:seemed.to me
that this was the principal differ-

“The .Commission, however,;
evidently feels that this power is |-

ence between the Commission and
its staff and all other .persons
present at the conference. - Both
sides, in my opinion, are perfeetly‘
sincere, but I am equallyof the
opinion that the. difference " be-
tween them is 1rreconc1lable )
“We are really confronted w1th
two *-irreconcilable - concepts of

government.. The Commission .ap-.
parently adheres to the school of

thought: that all -citizens . should
be ‘required to ‘conduct their- af-
fairs -in ‘conformity with -rules
laid down by the State; while the
representatives of the States-and

{ municipalities and of .the invest-

ment bankers _adhere to the. phi-
losophy. that acts:-detrimental to
the community should be declared
unlawful and punished, but that
in all other respects . the -citizen
should ‘be frée to conduct his own
affairs in his own way. The first
systém might be likened ‘to re-
qu}ring all citizens to give bond
:‘ (Continued -on page 2735) .
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As a pioheer in the underwriting and distributing
- of industrial securities, the facilities of ‘our firm
will be helpful to dealers interested in fmancmg
or refinancing on behalf of clients.

Our nearest office, will be glad to assist you in
working out details.

HORNBLOWER & WEEI\S

40 WALL STREET, NEW YORK 35, N. Y.

Members Important Exch:mges

Offices: New York; Boston; Chicago; Cleveland; Philadelphia; Petroit;
Portland, Me.; Providence; Baltimore; Bangor.
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‘| Allen, E. Ray

| In Attendance at IBA _Meetmg'_’% :

"Abrams, James S.
Acheson, A.Glen
Adams, William M;
Agee, Rucker " -,
‘Ainsworth, Walter W,
Aldworth, Richard J.

Alley; William M
Allyn, Arthur C.*~
Altgelt, E. J.,Jr. -
“Andersen, Jonas C..

Andrews, Rollm G
Angle, J. B.

Applegate, George G.

#Arnold, Hazen S. "

"‘Amold, H: Wilson " !

Arnstein, Frederic A.
#Arthur, J. Howard .
Asch, Jules 2 .
Ascher H:Albert
Ashplant, Fred’k B.
Ashmun, Clifford S.
Atwill, William, Jr.
Augustine, Floyd *

| Ayers; Wil{iam L.

Bacon, William T.
Baird, Andrew M.
Baker, Dudley F,

Ballman, John P,
Barbour, Phllhps
Barcus, J. §

Barclay, Geor e A. .
Barclay, Wm. K., Jr,
Bargmann, Fred A,
Barr, W. Manning
*Barrow, Wm., Russell
Barrowclough, George
Barry, Eugene P,
*Bass,Jack M, -~ ~
*Bateman, Henry M.
Baum, Alvin H,
*Baxter, Mark
*Bayne, William
Beebe, Harry W,
Beissner, Henry M,
Bennett, Wayne R,
Bent, Maurice H,

Berblinger, Henry T.
Bickmore,J, Franklin
Bigger, Richard A.
Billett, L. Raymond
Bingham, W. G.
“Bitting, Kenneth C.
Bixby, William H.

“Denotes Mr. and .Mrs,

Allen & Co.

Lazard Freres & Co )
Braun Bosworth & Co.
Sterne, Agee & Leach:

Metropolitan St, Louis Co.
. Salomon Bros & Hutzler =

Stranahan, Harris & Co

SV AVE, Ames & Co. * | -
. A.C/Allyn & Co.
Harris Trust & Savmgs Bank
.. Blair & Co.:
Anderson, Edward C.{‘ L
Anderson; Edward E, :
‘Andrews, Edmund L. .

Scott & Qtrlngfellow
Discount.Corporation, .

:‘American National Bank X
.J, M. Dain &Co. Rt

Morris F. Fox & Co. \.

Geo. G. Applegate: - 1 ..
Braun, Bosworth & Co

Weil & Arnold -
Stix & Co. -

. First National Bank

Hirsch & Co.

Wm. E. Pollock & Co. -
F. B. Ashplant & Co.
C.S. Ashmun Co. -
Atwill & Co.

C.J. Devine & Co.

Bacon, Whipple & Co. . -
.A. B. Becker & Co. -
Bosworth, Chanute; Lough-

ridge & Co.
Ballman & Main

First Boston Corporation

Barcus,Kindred & Co.
Kean, Taylor & Co,
Stein Bros. & Boyce
Braun, Bosworth & Co.

i Barr Brothers & Co.

Barrow, Leary & Co.
First of Michigan Corp.
Shields & Co. -
Jack M. Bass & Co.

Bateman, Eichler & Co..

E. H.Rollins & Spns
Parker Corporation -«
F. S. Moseley & Co.

Harriman Ripley & Co. " "
Moroney, Beissner & Co.
Continental Illinois Bank

Merrill Lynch,Pierce,
Fenner & Beane
Sills, Minton & Co. .
Boettcher & Co. :
R. S.Dickson & Co.

Kebbon, McCormick & Co, -
Bmgham, Sheldon & Co.’

Bitting, Jones & Co.
G. H. Walker & Co.

New York
New.York
Detroit
Birmingham
St. Louis
Chicago
Chicago. . -
New York
Chicago ™.

‘New York. .

New York.

-~ Richmond
.New York

y i

Chicago “+. - - )

Minneapolis ..

Mtlwaukee

... Pittsburgh .-
© . Toledo - .. & ;
» New Orleans

St. Louis
Pittsburgh
New York

-New York. .
‘New York:

Minneapolis
Miami Beach
New York
Chicago -

. Chicago

Chicago
Denver

. Chicago

New York
Chicago
New York
Philadelphia
Detroit .-
New York

Shreveport

Chicago
New York
Nashville

Los Angeles

Chicago

- Chicago

Boston

- New York "

Houston
Chicago
New York

Chicago'.
Chicago.

New York

Chicago
Milwaukee
St. Louis
St. Louis

Primary Markets in

BANK STOCKS

INSURANCE
STOCKS

'Dealer inquiries invited -

MUNICIPAL — RAILROAD
PUBLIC UTILITY — lNDUSTRIAL
SECURITIES

We ‘maintain .active trading departments
Direct contact with Markets in: prmt:lpal financial -centers

E. H. Rollms & Sons

Incorporated

BOSTON

GEYER & co.

Incorporated

NEW YORK 5

67 Wall Street 10 Post Office Square
‘WHitehall 3-0782 HUbbard 0650
NY 1-2875 . BS297

NEW YORK
40 Wall Street (5)
Tel. WHitehall 4-4860 )
Boll System Teletype NY 1-490

- PHILADELPHIA Boston 9

. 75 Federal Street (10) 1528 Walnut. Street (2)
Tel. Hubbard 5500- Tel. Pennypacker 0100
Bell System Teletype BS 142 Bell System Teletype PH 268-269

i s CHICAGO SAN FRANCISCO
135 South La Salle Street (3) ildi

Tel. Central 7540 ¥:1€3E5‘I:l::;'l:'7;gl))-
Bell System Teletype CG 530 Bell System Teletype SF 370

" Chicago 4

231 'S. La Salle Street
FRanklin 7535
CG-105

PRIVATE WIRE SYSTEM CONNEGTING:'NEW ‘YORK, BOSTON,
CHICAGO, PHILADELPHLA, ST. LOUIS, LOS ANGELES *
’ " - TELEPHONES TO /
HI\RTFORD Enterprise 6011 PORTLAND, Enterprise 7008
PROVIDENCE, Enterprise 5008
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William Blair & Co.
Eaton & Howard '« .

: "Cruttenden&coa e

e "‘Blankénshrp,”Fred M.+ Blankensh}p, Goﬁld & Biai(élsrepox tlﬁnﬁ

+- Blosser, Joseph *
“Blunt, JohnE:3rd '
- Bogardus, P, ~Hurley
. -Boles, Ewing T,
i ‘Bolger, John'F. -
.*Bonner, xDouglas G
3 Booker,Y g T

:Straus & Blosser . .
+Lee Higginson Corporatlon‘ g

Barr Brothers.&Co.
QhjoCompany

smnmglaw,Bulgar& Co, ‘4.1

- Bonneér& Gregory -
“Alex: Brown &.:Sons, .

-+ ‘Borkland,; Ernest W Jr “Tucker; Arithony & Co

‘ :Boyoce, C/ P,revost
‘-Bradford, H. A..

.+ ‘Bradley, E. Holbrook :

o 'Bradley, Mahlon O/

: "‘Bradley,b Whltney
.- Brand, William H. §
; Brays)eaw, DonaldB."

« Brenning, Louise

" Brent, W. Rufus « -
g Brjdgen, Clarence J.

" Briggs, J. H.

- Brock, R. M,
Broome, Robert E,

.- Brown, Austin”’ .
Brown, Harry

. Brown,J. Fred

: *Brown, William T,

. Browning; Homer - -

* Browning, McPherson

- Bryce, T.Jerrold -
*Buckley, Walter W,

" Buckner; Errol E, - -
#Buhr, Oscar L.
Buhse, Howard E,

. Bullock, Hugh. .
“Burge,John D, .
Burgert, Woodward
Burke, William T.

‘Stein Bros. & Boyce

- Calvin Bullock .

Edward M. Bradley.& Co

- Paine, Webber,J ackson
Curtls o

’Eaton & Howard |

Wisconsirt Company

" Distributors Group 3 e

“ Julien-Collins & €o.

Eastman, Dillon & Co.

“Paine, Webber, J ackson *
&Curtxs ’

H, M. Byllesby & Co. i+

" Greene & Brock:- .

Guaranty Trust Company

- Dean Witter & Co.

Salomon Bros. & Hutzler
Boettcher & Co, -

Allen & Co. -

Marine Trust Compainy
Detroit Trust Company
‘Clark; Dodge & Co..
Buckley Brothers ' ~ -

-~ National Bank of Commerée

Detroit Trust Company
Hornblower & Weeks
Calvin Bullock

Ball, Burge & Kraus

. Bacon, Stevenson & Co.: -

i Burlmgham J. Preston Bacon, Whipple & Co.

* Burrows,J.B.

. Bush, RollmC
Buttenwleser Benj.J,
Buzby, lelxamD Jr.

*Cahn, William M., Jr.
Caldwell, G.James '
. Callaway, Trowbridge
. Campbell, Douglas :
Cannon, Francis A.
- Carlwell, Marion H,
- «Carson, James H,

Union Securities Corp.
National City Bank -
Kuhn, Loeb & Co.
Butcher & Sherrerd

Henry Herrman & Co.
«Caldwell-Phillips Co.
Dick & Merle-Smith )
First of Michigan Corp, |
First Boston-Corporation,
J.J.B.Hilliard & Son

Salomon Bros: & Hutzlex; o

* Carpenter, Frederick B. John Nuveen & Co.

Carr, Frank C.

John Nuveen & Co.

~+ Chicago’

'+ Baltimore *---- |
- "New-York ..}
": New Haven ' '

" Chica‘g'o
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lelwau.(eé ERNCH

Atlanta

“Chicago, .
" New York :
".« Chicago .~

‘Chicago "
- .Dayton
---New York -

New York

" Chicago
Denver
New York
Buffalo
*Detrmt

New York
Phlladelphla
New Orleans
Detroit -

“Chicago .

New York
Cleveland

‘Harris Trust & Savings Bank - Chicago . . -
New.York

“«Chicago:

“ New York -

New: York
New York

. Phlladelphna : ;

New York
St.Paul -
New York

" Detroit

New York
Louisville

». New Yark
_‘Chicago 7 !

Chicago’

;+|')pal ‘bonds.

- Municipal Prices Attained Record

(Contmued from page 2734)

‘if to keep ‘the. peace.instead of sim-
t.| ply:punishing those few who com-
;| omit . disturbances. .

¢ | sion’ seems -to :be .of .the: opinion
-~} | that frauds can. be;preyvented, ‘or
;. |at least. mlmrruzed by preseribing
-| themanner -in. ‘which. all - trans-
.+'-actions . in. securities. shall be .con-’

: | ducted.”The representativ.es -of the
*| publie’ agencies and.of the invest-
. |-ment; bankers believe ‘in punish-
:-|ing those who commit frauds, but
;| allowing.complete -freedom for the

The Commis-

transaction -of legitimate business.
‘It was undxspu’ced that fraudu-
len+ transactlons in ‘public securr-

:|'ities - rarely occur: A member of
»-| the-*Commission’s staff adrmtted v

that'the Commission, since. its or-
ganization in'-the ‘year :1934; had

-| prosecuted ~but - two :lealers for-
‘fraud in connection with the pur-:
«chase ‘or sale of State.and mumcl--
.1 ‘suggested that in-

view. of that statement.the Com-

‘.| mission 'made. ‘a very poor case’
'-| for the need for regulatlon in 'the,
! f;elcr of public. securities.” * :

“A’member of the'Commission’s
staff suggested a rule declaring it
to- be a fradulent transaction if
securities were bought or sold at
a price which ‘bore-no reasonable

| relation ' to ‘the' current: market,

if ‘any. He stated that the courts

‘| have declared this to be the law
in any event, and that the pro-

ds:the function of Congress :

-disclaimed.- power -to

‘posed rule would simply be - a,

eodification of the existing law. I

stated at the hearing that I ,did]
not think -such a rule . would be’
objectionable, but ‘upon reflection’

it seems 1o me to amount to the

- enactment by the Commission into'|

law of the interpretation of court
decisions .made by ' the Commis-
sion’s legal-staff, regardless of}
whether such )nterpgreta‘hon may.
be correct_or - erroneous. - If the]

-mtel/?retatfan is correct, no such|

rule /is necessary, it is the law in
any’/event. If it is inéorrect, it
should not, be made the law by,
an. administrative .ageney. . That.
“In my--opinion the parties 1o
this .controversy -are as far apart|
as -ever. ‘The .Commission has not
regulate
transactions in public securities. It
has merely announced that it has
abandoned proposed rule X15C1-,
10, but it isstill considering other.
regulatory measures affecting:

‘State’ and -municipal securities. If.

the: Commission does: not assert.

such power: of - regulation: over:

transactions in State-and munici-

pal securities, it' seems reasonable |

to suggest that it announce its ap-
proval of the Boren Bill, ‘which
simply undertakes to state that it
possesses . no such power while
still leaving it possessed of all the

power it. now  has to prosecute

fraudulent transactions in secun-
ties, public ;and private..

“A mere disclaimer of the pow-
er-of regulation over transacti
in ‘public. securities made. by
present “Commission is not satls— |
factory. The States and munici-
palities take the position.that they
should ‘not be 'asked to rely. upon
the: vaclllatmg views of a.Com-
mission, the - personnel of : which
changes from time to time. That is
personal - government. - Are .. the
States and -municipalities- unreas-
"onable in expressing a preference
for. government by law?. .. ‘.. 3,

“The position of the States and

-| municipalities -as .set. forth' at the

conference - .can’ be -stated very
simply. They-eontend: i
" %1, "That'it is: mdlsputable that g
regulation of -the secondary’ mar-:
ket for their. securities by a: Fed-
eral -agency adversely affeets the’
primary ‘market, and thereby- ad-
versely affects their fmancml op-
erations.~ . -

¢2..That through such regulatlon
1t would be ‘possible for the Fed--
‘eral government to control theu' iy
finances." '

-“3. That fraudulent- transactlons
in their securities are so rare and .
inconsequential in amount that the
public interests do mot requn'e
such regulation.

“4, That in any event regulation

" (Continued on page 2736) '
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(Contmued from page 2735)
is not the panacea for all evils,
_-and that' the power of prosecu-
. lion, which is now vested in the
" Commission_and which will re-
main vested in it if the Boren Bill
is enacted, is an adequate means
. for the checking of 'fraudulent
. transaction in public securities.
. “On 'behalf of the States and
. municipalities I wish to say that
the ‘conference merely confirmed
.. my belief of the necessity -for the
enactment of the Boren Bill.”

. .. The .Municipal Finance  Offi-
cers’ Association of the United
- States 'and Canada, an -organiza-
. .tion- consisting ;of 1950 public fi-
- nance officers representmg mu-
" nicipalities- of ' forty-eight states,
- was represented at the conference’
. by Joseph. I, Clark,.City Treas-
.‘urer of Wildwood,  New Jersey,
. and Mr, Earl E, Hagerman, Direc-
. tor of the Finance of Dayton,
. Ohio, a past president of that As-
sociation. In its report of the
. ‘meeting, approved by its: Execu-
.- tive - Board, - many pertinent fac-
- tors are -pointed out. Among
them:
“Are all future bond issues .as
~ well as all presently outstandmg

municipal- debts ‘to become 'sub-

. jected to dlrect or indirect finger-

ing by a Federal commission?”
“We are of the opinion, after

studying all ‘aspects leading from

the Commission’s proposals, that

if control of any kind is started in

the ‘secondary market in munici-
pal securities then all municipali-

.|ties. in the United States, -their

subdivisions or agencies, as well
as states and counties w1fl have to
pay  the. price of -higher interest
rates -on primary - financing be-
cause it is axiomatic that the sec-
ondary market vitally -affects the
primary market: The- corollary of
that is, of course, higher taxes.”

“Liocal government. has the fear

|that" any -step -toward- control of

any ‘phase ‘of ‘municipal- security
dealings through the machinery of

.any Federal commission, will sim~

ply be -an entering wedge for fu-
ture and ‘probably -other stricter
controls’ of other segments of fis-
cal operatxons of local govern-
ment.”

“Municipal ~ government ofﬁ-
cials have 'no wish whatever to
find themselves in any court con-
test to determine legislative intent
as to where Federal control starts
and .stops in the fiscal affalrs of
local government.” -

- “All newly issued debt as well

as ‘subsequent . purchases. and
sales, should move in a free and
unhampered market. This is an-
other phase of the difficulties our
municipalities may expect if pro-
tective- Ieglslatxon is not forth-
coming.”

“We feel that the conference in
Philadelphia may have modified
the intentions of the Commission
in' some -degree, but we. also be-
lieve that the cure for the whole
question - lies with Congress-and
the enactment of definite legisla-
tion favorable to mumclpahtles in
the United States.”

There is no question as to the
power. of the SEC to prosecute
fraud or a fraudulent transaction
in: state and municipal securities,
as well‘as in transactions in'other
securities, under either the Secur-
ities Act of 1933 or the Securitics

‘Exchange- Act of 1934. There has

been no suggestion that that pow-
er be changed in any way whatso-

- ever. Dealers in “exempted secur-

ities” are now, and ‘upon enact-

ment of either H. R. 693 or H. R.|.

3129 would continue to be, subject
to civil and criminal liabilities for
a fraudulent transaction.. The SEC

‘has full power to prosecute any

violation of the law.
The power to prosecute fraud or
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Railroad

Vancouver

London, England

Lraudulent tramactxons is not de-
pendent upon SEC’S'power- to de-
fine fraud by rules or regulations
nor-does it justify the SEC regu-
lating, directly or indirectly,-the
facilities or markets for state and
municipal security financing or
dictating the manner: of transact-
ing business in such securities.-
In our opinion the conference
with the SEC resulted in nothing
that would in any -way modify
the need for the enactment of the
principle of the Boren Bill. .
Municipal Securities Committee
—Hazen 'S. Arnold, Chairman;
George K. Baum, Edward Boyd,
Jr., Douglas H. Campbell, Walter

W. Craigie, F. D. Farrell, -Joseph'

H. Fauset, Francis. P. Gallagher
John S. Hasfurth‘er, Hardin H.
Hawes, John G. Heimerdinger,
Leland. M.. Kaiser, Walter.. D.
Kingston, Newell S. Knight, John
S. Lingn, George L. Martin, Stan-
ley McKie, J. W. Means, Milo S.
Meier, ‘A. B. Morrison, Louls W.
Stayart, Fred C. Ulnch William
H. Watterson, Elmer L. Williams,
Albert J. T. Woll, E. B. Wulbern.

Report of the Municipal Securi-
‘ties' Committee—Appendix 1
. Court Decisions

. As stated 'in the report, refer-
ence’ will be made in this appen-
dix'on_ly to such of the court deci-
sions handed down during the
year- that are considered of gen-
eral interest to the municipal
trade or of special significance lo-
cally. The following comments
concerning these decisions -are
based upon-the Committee’s un-
derstanding of the situations and
are intended for reference pur-
poses only. Counsel should be con-
sulted in each instance for specific
information or 'advice.

Louisiana
It will be recalled that the de-
cision of the U. S. District Court
for the Western District of Louis-
iana, in the Evangeline Parish
School Board case, involving the
call, prior to maturity, of bonds
always considered ~'non-callable,
was favorable to the bondholders.
We' reported this "decision - quite
fully in our Interim Report of last
ne, advising that the -School
u\ard had appealed the decision

to the U..S. Circuit .Court of Ap-
peals.-At theﬁflme of writing this
report “the case is still pendmg in
that court
Michigan

Callahan vs. City of ‘Berkley,
307 Mich. 701, involved special as-
sessment general obligation bonds
issued by the former Village of
Berkley, a home rule village. The
Supreme Court of Michigan held
that a 1925 amendment to the vil-
lage home Trule act “excluded
special assessment bonds from in-
clusion in the  debt -limitation”
even though the bonds carry the
contingent’, general obligation -of
the 3 lage. About two years ago’
the same court handed down:an
important decision ‘in this case
which = sustained the rights
claimed by bondholders that spe-
cial assessment bonds and tax an-
ticipation notes of Berkley, under
consideration,- are - valid general
obligations of the city and are not
subject to debt limitations. Later
on, an appeal was made to the
court for ¢larification of its deci-
sion in certain respects. The above
decision was accordingly rendered
in response.to that appeal,
~~ In Council of Village of Allen
Park vs. Allen Park Village Clerk,
309 Mich. 361, the court held that
the 'village home rule act whlch
provides that no village shall “au-
thorize any issue of bonds except
special assessment bonds . . . un-
less ‘approved by three-fifths of
the electors voting thereon” did
not require an electoral vote on
special assessment bonds carrying
the contingent general obligation
of the village. ’

Ohio

The U. S. Circuit Court of Ap-
peals, Sixth Circuit, in a decision
handed down February. 26, 1945
ruled against non-consenting
bondholders who were attempting
to prevent the Village of Solon,
Ohio, from ‘taking its Gallagher
Act refunding plan under the Fed-
eral Municipal Bankruptcy Act.
The court further charged the
4.5% non-consenters with .the
court costs as a penalty for delay-
ing the proceedings. The U. S. Su-
preme  Court refused to revxew
this decision.

On June 6, 1945, the Supreme
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Court of ‘Ohio in a 5 to 2 decision
ruled that the real and.personal
properties of the transit system of
the City of Cleveland are’subject
to taxation by the state, county,
city and school-district.‘The court
" held' that’ such transportatlon is
not ‘a governmental function, ‘and
that the c1tys transit system “is
ehgaged in-a private competitive
- business’ ‘for" profit,” and- while
such property is' publicly owned,
it .is not used exclusively for' a
public purpose.” The' court also
pointed out that “Public property
used exclusively for any public
purpose is exempt from taxation
« for two reasons: (1) it 'is pur-
. chased and maintained by public
money derived from taxation and
to ‘tax' " such: 'property:  would
amount to taking public money
from one pocket and putting it in-
to another, and (2) the product of
the expenditure of tax money
should not be made subject to an-
other tax. The property here in
question was not ‘purchased with
public money. The city is in no
way liable for the payment of the
mortgage revenue bonds or for
the maintenance of. the property.
. If the operation - of -the - transit
system should prove to.be a los-
ing venture-the: only recourse of
the bondholders ‘would be to sell
the property -and. stand any re-
sultant loss.” Thé. court denied an
appeal for a rehearing of the case.

. The above  decision 'is ‘the out-

.. growth of :an' appeal from a de-
cision .of: the. State ‘Board of Tax:

Appeals’ in which that body held
the Cleveland transit system ex-
empt from such taxes. Following
the decision of the State Supreme
Court, the: State Department of
Taxation instructed. the .County
Auditors to prepare a list of all
municipally owned utilities.

e

i .Consideration is being gwen to
legxslatlve action and/or constitu-
tional -amendment . for ‘the ‘ pur-
pose of -establishing the.tax :ex-
emption of such propertxes in, the

future_r . 2

Texas

! Prekus reports adv:sed of de~
velopments in the .case of Annie
Norton, - Trustee, vs., Tom. Green
County, Texas involving the call
of ‘county bonds which were -di-
rectly affected by :the: Cochran
County decision;. The: conclusions
of the courts, -apparently ‘gov-
erned by the Cochran County de-
cision, . have been adverse to the
bondholder.. An ‘application ~was
made' to the U..S. Supreme Court
for a-review.of the case. It was
glechned by that court on May. 21,
945

The - Tom Green County --case

pertams only to original bonds,]
and in the opinion of attorneys | 1€
does not settle the status of; re-|:

funding bonds of issues authorized
under the controversial statutes.
Suit- is now pending (The" State
National Bank of El Paso vs. Tar-
rant County) in the District
Court. of Tarrant County, Texas,
17th  Judicial ;| District, . against
Tarrant ~County .in ' connection
with.the call for refunding pur-
poses-of a bond issue of that coun-
ty.. There. is ‘another “suit, “like-
wise’ previously reported (St.
Paul. Fire and Marine Insurance
Company vs. Garza County, Tex-
as) involving the ‘call for.refund-

-ing purposes of Court.House and

Jail bonds of Garza County." - .
Another -litigation, previously
reported, growing - out of the
Cochran decision is with respect
to Potter County (Gavin:vs. Pot-
ter"County, 187 S. W. 2nd Series).
This is in regard to the 'call of
Hospital Refunding Bonds of the
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manner.. The  suit- was -originally o

brought.;in .the: District. Court of | -
Potter County, -which’ held :the
bonds to be callable. Upon appeal,
the Court -of- Civil Appeals . re-
versed the decision of the lower
court. The -county then appealed
to.the Supreme Court of Texas
which declined to review the case,
thus upholding the contention that

the bonds are not callable,

3 -

e

‘State’ Legislatlon

.The - Legxslatures of 44 . of the
states were in session during the
vear. Referred to below are some
of - the. enactments . affecting mu-
nicipal -financing, .comnsidered of
general ‘interest to the municipal
trade or of special significance
locally. The comments are based
(Continued on page 2738)
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Mumclpal Pnces Attained Record Highs: -

(Contmued from page 2737)
pon the Committee’s understand-
ng of the legislation, For com-
plete information, reference
thould be made to the full texts
pf the measures. )

' Connecticut

" The law governing the invest-
ent of funds of Savings Banks
nConnecticut was changed
rough the enactment of Public
Act No. 328, which became effec-
ive June 26 1945. Among the im-~
portant changes is the provision
hat 'a fixed percentage of the as-
bets may be invested in the bonds
pf any state in the United ‘States
at has not defaulted within the
preceding five years on any por-
jon of principal or interest of any
bhgatlon issued by such -state
gince January 1, 1890. Under the
old law a default by the state
ithin 20 years disqualified the
bonds of such state and a default
py the state within 15 years dis-
gualified borids of cities within
he state. The requirements for no
default by cities has been set un-
der: the new law at 5 years with-
ut reference to state defaults.
" The debt limits for bonds of
cltles in states other than Connec-
cut have been increased from 8%
to 9% of the “net debt,” as defined
in the law. There must now be in-
cluded in this 9%  limit all over-
Yapping debt as defined in the law,
instead of the city’s proportionate
share of county and town debt.

Unlimited ad valorem:taxes on

all . taxable real  property -must

now be pledged for payment of
bonds of out-of-state cities. }

The requirements that cities of
other sta&es be incorporated 25
years has been eliminated, but the
population” requirement of 20 ,000
has been retained.

A new 'section”has been added
providing that a percentage of its
deposits may now be invested by
any Savmgs Bank in’ “bonds
which, in: its opinion as' entered
upon its records, are nrudent in-
vestments for it to make.”

Provisions are also included au-

thorizing the investment of a fixed |

percentage of - assets in Housing
Authority bonds which meet. the

requlrements of Sectxon -3 of the/

Act.
- Mlssoun

A new Constitution for Missouri
was adopted during the year. Leg-
islation in'the form of enabling
acts is necessary to make opera-
tive the new constitutional provi-
sions relative to the issuance of
bonds by political subdivisions of
the State; also- with -respect to
other features. - Court decisions
may also be necessary before
some of the prov1swns may be ef-
fective. *

One feature contained in the
new ™ Constitution . expands the
debt limit of cities-Any city, by
vote of two-thirds ‘'majority, may
incur.an ‘indebtedness up to 10%
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of. its assessed waluation for such
In -addition, the ‘eity, by vote ok
additional indebtedness of 10% of

constructing, ‘extending :and - im-
proving streets and ‘avenues, and
sanitary: or storm’ sewer systems
The -governing body. of ‘the. city
may provide that any . portlon or
all of the .cost of any such-im=
provement be levied and 'JaSBSaed
by the ‘governing body .on: prop-
erty benefzted by such 1mprove-

hess in an amount not to: exceed
an additional 10% of the taxable

purpose of paying all or any/part
of the cost of purchasing .or con-

| structing waterworks,..electric or| '

other light plants to be owned ex-
clusively by the city, provided
that thetotal general obligation
indebtedness of .the city shall not
exceed 20% of the assessed valu-
ation.

The debt limitation of countles
school “districts and other polltl—
cal subdivisions ‘within the state
is separate -and :distinct from the
limitations of the cities.: Counties
may become indebted up to 10%
of - their assessed valuation. . All
other political subdivisions 'such

townships, . etc., are limited in
their mdebtedness to 5%: of their
assessed ‘valuation. -

to be excluded from -the assessed

_| valuation of any political ‘subdivi-:
| sion’ insofar as’its debt limitatipn
is concerned. This-intangible per-’

sonal  valuation ,is not to be:-sub-:
ject to the regular-ad:valorem tax.
rate but to an over-all levy of not’
“to. exceed 8% ‘of thé-income from:
such ; property.: It 'is* anticipated:
that the proceeds frem*this leyy'!
will be divided -among: the over-.

lapping political subdivisions
having power to tax the property.

vides that cities may issue revenue
bonds, ‘authorized by a four-sev-

pose of purchasing, constructing,
extending or improving revenue

purposes as'are prov1ded by law 1
two-<thirds majority; may incur an’

the assessed valuation for the pur-
pose of aequiring rights .of -way,

Any city, by’ vote of two thlrds; the’
majority, may .incur an indebted-

tangible assessed valuation for the:

as school -districts, road -districts,.

|| for'.
. Intangible personal property 1s_ :

Thé new Constitution also pro-.

enths majority vote, for the pur-:

“~producing ‘water; ‘gas’ or electric
“|.light' " works, heating er - power
plants or airports, to be owned ex-

‘cluswely by'the mty :
ature' 'ﬁ“the ew Constxtu-

g ookmg ahead to

‘Lts practxcal"apphcatlon, ~Telates
to the issuance:of refunding bonds:
'by: political ;subdivisions. It ‘pro-
'vides.that bonds may'be’ refunded

a '_maturlty or eall :date at-a rate

of i 3 H
carrled by ‘the:original issue, The’]

concern-is,: where a: mumclpahty

may-in the futiire be forced to re=’
fund’~maturing bonds * during - a
.period. when: the’ prevailing: inter-;
‘est rate is: higher:than’ ‘contracted

the: orlgmal }ssuance of

_There has Tecently been’enact-
ed Chapter 194 of the Public Laws
of 1945 of the ‘State of New Jer-
sey, which amends the law rela-
tive to investments by fiduciaries.
As before, the . law -authorizes
investment in obligations.of the
United ‘States, ‘the State of New
Jersey .and municipal subdivisions

of the State of New Jersey not in.

default. In the case of obligations
of other states and their subdivi-
sions; the period within which the
unit ‘must have been out of de-
fault‘has been reduced by the new
legislation -from.. 5. years ~to 120
days.: This default requirement is
the -only  condition applymg to
state bonds.. ;

The populatxon requlrement for
counties’ m states other than New
Jersey remams at 20,000, and that
cities, ;' towns,

lumtanon .on - indebtedness ‘ has
been ‘entirely. eliminated,; leaving
the - default . and - population . re-
duirements the sole conditions. for
‘eligibility; ‘As before, general ob=
ligations of special. districts, other
than' school districts, are not'coy-

ered by any: provision of the law,

except” as: descrlbed -in the next

‘paragraph. *

A new . paragraph has - been
added to the law; to cover revenue
bonds. " While ‘very detailed. as to
its ‘definitions, "this ‘provision . is
very broad in its scope, and covers

townships,
boroughs; villages and school.dis-:
tricts remains:at :5,000." However,
the prmcxpal change 'is._that the’

water-works, systems, gas systems,

‘eleetric light systems, express or
‘other highways,. bridges; tunnels,’

ferries . or - other  public utility -
servmes, or: any"'combmatxon of 1

valldly 1ssued revenue “bonds’ is
that -the issuing ‘unit'be dbligated
to.-maintain rates “sufficient : fo

operating expenses maintenanc

and debt service, and- that’a. suffl-
cient . amount:’ of .\ revenues; be
pledged .for the ‘payment of prin=:
cipal ~and-‘interest..on:the 'bonds.:

‘Thereé. is no requu‘ement for.actual
record., of - performance."

Besides
covering bonds: secired solely by

revenues, the paragraph also pro-
vides: for eliglblhty ‘of :general.ob
-ligation bonds.which are: addition-
'ally secured. by ‘pledged. revenue:

+In* general “the. ‘result” of * the’

new legxslanon is to make prac-,

tically all state- and . municipal
general obligation and' revenue
bonds eligible; if they are not in
default,  except .counties' under
20,000, cities, etc. under 5,000 and ,
specxal dlstrxcts, other than school
districts.

i New York .

In New York the Local‘Fmance
Law ..which* béecame - -effective-
Sept. 1, 1945, replaces all existing
laws in the General -Acts of Spe-
cial’ Charters for the issue and
sale of bonds by: cities; counties,
towns,: villages;. school . districts,
fire -and other ' districts -in the:
State of New York. The appendix
to the Act recites: “This bill is
designed-to-be the exclusive law
on: the contracting of indebtedness
by the municipalities, school .dis-"
tricts-and ‘district -corporations. of
this state.” In one volume now is
found all laws of the State.of New.
York “authorizing' the issue :and
sale of bonds by such’ subdlvxslons y
of the State. ."-.:. e

The : State Comptroller is. di-

rected. by the law to prescribe the’

methods. of preparation,. publxca-
tion, .and - circularizing. of  notices
of bond - sales, - not . inconsistent

with the provisions of the law. Inj. -/

compliancé with this . requirement; ‘>
the Comptroller on Sept. 1, 1945
issued his' order descrlbmg these :

| requirements.in detau

] Ohio ]
The" Senate. of the: Ohio " Legis-
lature adopted, on March- 29, last,
a resolution -memorializing’ Con~;
gress to enact the Boren' Bill, H.

bonds secured by -the revenues of R., 693. The Legislature also cre-

'
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ated a ‘State Taxation Commlttee
to make a-study of taxation for
the 'state ‘and its subdivisions to
. be completed. by Dec. 31, 1946.
- Further, it extended the present
- refunding laws for two years, and
changed the right to refund from
'."100% of maturities to"‘“not more
_.than 75% of bonds which have
" matured or which are about to
mature.”. -

‘. Additionally, . the Legislature
. -amended and clarified .the law re-
. lating to the .purchase of munici-

. pal bonds by State banks, par-

. ticularly " revenue bonds.” ‘Such
. purchases must comply with reg-
. wlations promulgated by the Su-
perintendent of Banks .and . the
. Banking Advisory :Board , of the
" “State.  The regulations were. for-
. mulated by those officials after
“ conferring with state bodies, bank
officers.. and various ' municipal
dealers, These provisions may be

;‘found in Regulation IV-A—Rev-

“-enue Bonds,. issued. by the Divi-
. “sion of Banks-of the State of Ohio.
The specifications are too lengthy
to list here, but copy of the reg-
! ulation may. be had from the of-
fice of the Superintendent . of
“.Banks of the State of Ohio. Each
bank is required to keep in its
files ‘supporting information and
data which will enable examiners
to’' determine that the obligations
purchased meét the. requirements
specified,

.Bank investments.in direct ob-
ligation bonds of ‘municipalities
woutside of Ohio were formerly
limited to those of municipalities
with a net debt of not exceeding
10% of assessed valuation. This
. debt requirement has now been
- eliminated. Other requirements
as -to minimum  population, de-
fault, ete., remain unchanged.

‘Oklahoma

The Oklahoma Legislature dur-
ing the early part of the year en-
acted numerous statutes authoriz-
ing the issuance of dormitory and
other bonds for - self-liquidating
projects of various of the state
institutions.  Provision was also
made by Senate Bill No. 162 for
the refunding  of . outstanding

‘dormitory bonds of such institu-

tions. School districts, authorized

- to furnish transportation, are now
permitted to issue transportation
* equipment bonds under provisions
of House Bill No, 503.

~ Portfolio Management i in a Changing World

(Contmued from page 2698)
such great risks that sooner -or
later. serious shrmkage of capxtal
may result.

On ‘this' basis it is" clear that
portfolio management, to be suc-
cessful, - does  not- depend upon
making a lot of money over either
a short or long’ period of time.
Even if this were to'be .the end
result 'to” the -satisfaction- of -all
concerned, it would not prove that
the . portfolio. management had
been such as to fulfill the respon-
sibilities of the counsellor to the
individual. = Successful ' portfolio
management means accomplishing
satisfactory results through a pol-
icy which ! greatly - reduces -the
risks  over-a period:of. years of
taking capital - losses, ‘and yet
makes it possible to make capital
gains - when - circumstances. are
propitious. ' No mechanical meth-

'odor:analysis can be applied to |

accomplish such results, . More or
less mechanical - approaches may
work out for a while, but.in a
changing world overa long period
ofv time they are too static te sur-
vive.  In. portfolio management,
in the final analysis, it is neces-
sary - to apply ‘judgment to: the
available facts and:to recognize
as far as possible the broad.eco-

nomic, social and political changes

that are constantly occurring. 4

This does not exclude historical
precedents and comparisons of the
present with the past. A judicious

balance between conclusions based

on judgment. of the future and
historical  precedents is .in  fact
often - the ~most successful ap-
proach to the problem. . Obvious-
ly, the conclusions based on judg-

ment as ‘fo future -events must;

have prior importance; but-suc-
cessful - investment. management
also demands the. proper amount
of attention to a comparison of
present factors with past histori-
cal facts. ' Too great a reliance
on judgment.may invite disaster.
An anchor to windward is pro-

vided by recognizing ‘that judg-

ment is fallible and that historic
precedents ‘are of some value.

To recapitulate, successful port-
folio management is based on cer-
tain important investment princi-
ples:

1. T o recognize, measure, and
provide for inevitable errors and

the risks inherent in managing
investments.

2.. To use an approach based
upon judgment.of all factors in-
volved .at any given time.

.. 3. 'To balance judgment of fu-
ture events with reliance to some

.degree upon historical precedents.

If these principles are followed,
chances .are that' a measure of
safety -will . become an inherent
factor in policy and that results
over a period of years will be bet=
ter .than the judgment of the in-
vestment manager, howevel ;good
that may be.

‘Practical Applications of Basic :
Investment Principles
“The most important practical
application. of these principles is
to- maintain a balanced. portfolio
of investments. . Only ‘a certain
proportion . of a portfolio: should
be invested . in - “sensitive” . or
equity type of securities, with the
‘remainder. invested in securities
relatively 'stable in price. The re-
latively .stable part of the port<
folio need not be entirely in cash,
governments, municipals, or highf
est grade bonds and: preferred
stocks, but.should be in' securi-
ties that have much more mod-
erate . fluctuations: in price ‘than

equity type securities. J

-A balanced portfolio maintained |

over a perlod of years reduces
risks, gives ﬂex1b111ty to  meet

changmg conditions, and provides |.

insurance against emergencies. It
leaves the individual owning the
funds in a more relaxed frame of
mind and -encourages a more de-
liberate management of the port-
folio by the investment manager.

Successful  “portfolio . manage-
ment in ‘a changing world de-
mands a considerable variation in
the proportion of equity type se-
curities with: changes in the broad
long range putlook: Such changes
should be ;within certain pre-de-
termined maximum and minimum
‘limits. These limits depend upon
the requirements of the individual
owning ‘the. funds' and upon .the
general ﬁomt of view, temper-
ament and approach of the invest-
ment manager. As a general rule
it seems desirable’ that a max-
imum- position should not exceed
two~-thirds to three-quarters of the
total fund when the long range

'BOND and STOCK BROKERS

outlook - appears favorable, and
one-quarter to one-third when it
appears unfavorable. ' The 'pro-
portion maintained in equity type
securities within these limits at
any given time will of. course de-
pend upon the specific ou‘tlook at
that time,

Another important general ap-
plication of the basic prmciples
of portfolio management is ‘that
of mamtalmng flexibility of point
of view. The investment man-
ager must be firm in his opinion,
yet flexible enough to recognize,

in tlme, changing conditions. Suc—
cess is not likely to be achieved if
the manager becomes too sold on
a -policy or if he vacillates  too
much in his point of view. A ques-
tioning frame of mind as to the
validity of his views:is a healthy
state of mind. He should always
be in process of reviewing and re-
appraising possibilities, yet main-
taining the degree of firmness
necessary to insure continuity of
approach and policy, On the one

(Continued on page 2740) |
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Portfolio Wlanagement in a Changmg World

(Continued from page 2739)
hand, he should not attempt. to
look ahead too far into the future
because of :the. impossibility ' of
judging conditions that may pre-
vail several years hence; while on
the other hand. it is essentxal ‘to
judge conditions far enough ahead
to insure that a broad perspective
is maintained. The -investment
manager should have an opinion
regarding prospects beyond say
one year; but:that opinion should
not be regarded with too much
confidence. 5

Diversification of a portfollo is
important, but diversification for
its own sake to the detrlment of
other considerations ‘does . not
have merit. - Diversification
should not“be ‘a- substitute for
judgment.  Too great diversifica-
tion* means improper dispersion
of effort and perhaps opportun-
ities - overlooked  or - disregarded.
Between 20 and 30 equity type se-
curities, ‘'seem ' sufficient 'in - the
average portfolio. - -This - should.
catisfy the need for diversification/
and afford ample opportunity for
favorable selections: of individual
securities. :

The selection of indiivdual se-
curities does not have to be con-
fined to- “Blue Chips” or names
that have become - familiar in
everyday life. Equities of medium
with
greater than average promise for
the future: have * an ~important
place. in portfolio - management.
Inclusion of - such "securities en-
hances the prospects - of capital
gains over a period of years and
counteracts. to ‘some extent the
mistakes- that. will occur in the
choice: and timing of investments
made in equities that do not pos-
sess growth characteristics. Fur-
thermore, it is a part of portfolio.
management to invest in specula-
tive equities whenever prospec-
tive ‘capital gains appear  great
enough to offset very substantially
the larger element of risk. It is
essential to. bear' in mind- this
larger element of risk, particu-
larly during periods when condi-
tions are .favorable . and many
speculative . stocks  become: . ‘“‘re—
spectable” " in | the eyes of many
investors.

In’ portfoho management pa-
tience is .of great . importance.
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Many more mistakes have been
made because of lack of patience
than  because of too much pa-
tience, Time is an importait ele-
ment ‘in holding” equity type se-
curities, both. from the point of
view of accumulation' of income
and from the -point of view of
capital gains.
quired :in -~ making : important
changes in policy.. - The success-
ful " portfolio. manager assumes
that he will never be able to
change his’ fundamental: policy
near the tops or the bottoms in
the market.. The ideal is to.make
such changes early, even. though
much patience may be required
before events bear him out. - Yet
itis important that a fundamental
shift in policy does not take place
so early that important, opportun-
ities are lost. ~Therefore, portfolio
management should be based on
a process of a gradual shift in
“risk” securities. with changes in
the outlook and in the level of
security prices. This- is merely
another apphcatlon of “the prin-
c1ple of insurance and the weigh-

ing of risks:in investment man-

agement.

To recapitulate, certain general
applications ' of the fundamental
principles - of - portfolio manage-
ment should include:

1. Maintenance of a balanced
portfolio to include only :a cer-
tain proportion in equity type se-
curities.

2. Changes in the proportion of
equlty type securities within pre-
determined maximum and mini-
mum limits.

3. Maintenance of " a flexible
point of view to recognize chanﬂ-
ing conditions.

4, Judging condmons far
enough -ahead 'to permit 'the ap-
plication "of -a. consistent  and
broad policy.

5. Diversification of mvestments
but not diversification for its. own
sake alone.

6. Investments in young and
growing concerns .as -well = as
well known concerns and in spec-
ulative securities ‘when ‘war-
ranted.

7. Sufficient ' patience to allow
expected developments to: come
to, fruition. or,; at- least -to: afford
a test for ones Judgment :

‘8. Making major policy shifts
early but ‘not too early, and mak-
ing them by degrees.

Specifxc Application of Investment
Principles to the Present
Situation

I am not dealing with all the
detailed facts and methods which
are the, tools used.by'the invest-
ment manager. His problem in
determining policy is twofold. He
has to obtain and put together in
the most helpful manner the facts
he considers relevant in deter-
mining - the most likely future

 Patience is also re-.

developments- and ‘in comparing
present conditions with the past.
He then has to arrive at a con-
clusion, ‘based upon judgment, as
to the net impact in the secur-
ities market of the various factors

‘or trends which appear to dom-

inate - the - situation. He has 'to
weigh ‘their relative importance
and to determine the net effect
likely to accrue from their com-
bined -‘action. - 'This '‘of = course
makes’it difficult to arrive at ac-
curate and dependable conclusions
and gives a very wide opportunity
for ‘'disagreement among experts.
The outlook is generally domi-
nated by a few overshadowing
factors which' will determine the
character - of the broad develop-
ments ahead. The real problem 'is
to-determine these  factors and 'to
judge their combined  effect on
security pr:ces ;

Without gomg into' the details
as to the outlook at the present
time, which is not' the. purpose
of this article, it is my opinion
that  the  fundamental trend of
stock prices is still up even though
on a historical basis stock"prices
are relatively’ high. The major
factors dominating stock prices at
present are' likely -to continue to
do so for somé period ahead, say
for at least another year. I also
hold -the opinion that - interest
rates - will  continue low: and, in
fact, that long term'‘rates’ may
‘even: be lower than they. are at
the present time: v

In" my Judﬂment therefore, a
portfolio manager should continue
to maintain a substantial propor-
tion of funds in equity type se-
curities, <~ but: this - proportion
should be smaller than during the
last three years because of. the
high level of stock prices.. The
proportion of equity type'secur-
ities * under ' today’s  .conditions
should be no more than 50%. The
common . stocks. should . be " built
up gradually in view of the large-
recent rise in stock ‘prices which
can at any time be followed by a
reaction of some magnitude. Such ' |
a reaction should be- utilized to’
complete the buymg program.,

Bearing this in"mind I have set
up ‘the  following portfolio for
$100,000, which' illustrates the ap-
phcauon of the investment prin-
ciples discussed. . This  portfolio
could just as well be $500 000 or
$1,000,000.

The securities included in thls
portfolio are not necessarily those
which I, as a portfolio manager,
recommend to individuals at the
present time, and neither do the
proportions shown necessarily re--
flect -the policy that I would rec-
ommend, ‘Also the number  of
common - stocks is greater than! I
would normally include. ‘

There ‘are several observations
to be made with respect to this
portfolio.  The stable ‘reserves”
include only Government bonds,
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which are the most attractive|

available securities for the pur-
. pose. - The relatively 'stable . se-
curities include one convertible
bond with well-defined downside
price risk 'and potential capital
gain of considerable magnitude;
one guaranteed railroad . stock
where potential ' developments
should lend price . stability; -and
three good to high grade preferred
stocks, including one convertible
preferred with - capital gain‘ po-
tentials,

“. The next. group of -securities,
- which carry more risk but still
should 'be more -'stable in ' price
than common stocks, include sev-
eral . securities in which special

/developments could result in capl- -

tal gain,

The common stock list has been
selected to ‘give a ' reasonable
balance between high grade well

known  companies,. medium . sized | -

companies. with better than aver-
age growth = possibliities, © and
speculative . stocks,” These stocks
should give .a better than average
price performance as a group over
a period of time. Approximately
one-half .belongs to thecategory
of good quality to “Blue Chips,”
about one-quarter to the category
of long term  growth situations,
and another quarter are stocks
with speculative - ‘appeal.
other securities can be selected to
give the same overall results and
individual . portfolio ' managers
would undoubtedly make some-
what. different ‘selections.
The -current - income from this
portfolio -is low. ‘It reflects the
. high prices of securities in today’s
market. On the other hand many
of the companies selected may in-
crease their dividends during the
.next two years.

: The 'yields by groups follow:
Stable securities i
Relatively stable securities. 3. 3%

Securities with some price
risk

Overall neld s IR i

It is an interesting commentary.| .

| ‘upon current conditions that if

. common stocks are selected -with |-

. .a_promising. outlook, the overall
yield is no-more; or at Jeast only a
little more, than 3%: Also, that it
is no longer: possible .to: include
preferred ' stocks 'and ' bonds - to
“sweeten” very much the overall
income’ from the portfolio; thhout
mvmng risks -that appear  exces=

_sive. o4

The yleld from  this portfolm

“‘ean be increased by purposely se-
lecting  high - yielding ‘common
stocks.. :Except in individual cases

Many |

- the 'basic - principles’ formulated. |. -

‘the : portfoho mana"er today is

SUGGESTED INVESTMENT PORTFOLIO
g ‘ Secuntles Other Than Common Stocks e
* No. 4 ©. + Approx.
Units Price Value

$25,000

Stable Securities:
$25,000 U.'S. 2% %, 1967-1972
Yield ._:
, Relatively Stable Securities:
$2,000 Penn Central Air lmes conv. 3% %,
1960
No Shares
10 - Car. Clinchfield & Ohio stock....
25 = Commercial Credit conv.3.60. pfd.
20 - N.Y.Power & Light 3.90 pfd
20 " Tide Water Assoc. Oil 3.75 pfd.....

133 1,330
2,831
2,140

106%

No. Shares - ’

Securities With Some Price Rlsk Y
American Power & Light $6 pfd.. .

rmour & Co. $6 prior preferred.

Aviation Corp. conv, 2.25 pfd
Blue Ridge $3 preferred

.Commonwealth & Southern $6 pfd.

. El Bond & Share 4.20 preferred. .

2,500
2,800
2,235
2,480
2,190

$50,586

‘Value
$2,125
2,100
2 000
1,800

No. Shares :
2 American Alrlmes

American Home Products
Bucyrus Erie
,Carrier Coxporatlon,___-_

" Chrysler’
Columbia Broadcasting “A”
DuPont
Engineers Public Service
Ex-Cell-O
Great Northern preferred.
Green’ (H. L)L ienoioioase luiel
International Harvester !
Johns Manville_ ..

. Kennecott
‘Montgomery. Ward
National Gypsum
Pantapec Oil
Philip Morris
Phillips: Petroleum
Pepsi-Cola
St. Joseph Lead

.~ Standard Oil Indiana.__

- Underwood Corporation ...
.Union Bag & Paper

1830

2,135
1,220
1,875

2,800
+-2.400
1775

2,100
2,040

1,800
220120
221100
£1,850

when an abnormal return is of
paramount - importance -such . a
procedure - does not‘ square ‘with

1t ‘reduces the quality of the .in- |’

. $2,420

2135 .
$10,856

2,145
1,920 .

2,200 -

1,680 -

Income

$625
2.5%

$2,525.

$14,730

1,800 "
2,560 ¢
1,920~

1,200 - ;
¢ $49,495 -
©$100,081 . $2,
faced thh a dlffxcult task. ; Com-
mon- stocks" generally are hlgh in

price and yet the possibility clear-
(Continued .on page: 2742‘) Rl
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vestments ‘and: may. easily elim- |}

inate opportunities that the pert-

folic manager should take advan-
age of,
In conclusmn, it is evident: that
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Porlfollo Management

|In a Changing World

! - (Continued from page 2741)..
ly exists that before the  fund-
amental trend has exhausted itself

even higher and . very unsoéund|.

prices for common stocks B may
pre'vail. Securities: - other - than
ommon stocks are beconiing less
nd less attractive from, the point
of ; view - of - income 'and; capital
gain: The average 1nd1v1dual Qver
B period of.time, will have to be
content ‘with a smaller return on
his capital. = Unless" his: capital
has already increased or will in-
crease before the long “term ;up-
ward, ‘mQvement - terminates,. it
)wul be very. difficult for him to
cbtain - satisfactory  income from
the - stable securities he “ should
own' when the fundamental trend
changes.

During ‘the next few years ‘it
will' perhaps.be: more important
than usual consistently to follow
tried . principles ' of ~investment
management. The responsibilities
pf the portfollo manager may be-
come greater - than : usual,  and

competent management of ‘port=.

folios may be at a premium.

Sept. Steel Payrolls

At Higher Hourly Rale

.. Hourly earnings of wage earn-
ers in the steel industry in Sep-
tember ‘averaged 123.4 cents per
hour, compared . with 121.0 cents

| per hour in-September, 1944, ac-

cording to the American .Iron and
Steel\Institute,” whith further an-
nounced: ik
¢“Every » month this “year. the
average earnings of employees re-
ceiving hourly, piecework or ton-

nage wages: have been above 123

cents an hour.  In August the flg-
ure was 125.3.°

“Meanwhile, the. average num-
ber of employees in the:industry
in September was ctose -to the
level of early 1940. The employ-
ment average of 521,200 in: Sep-
tember ' was below the 'August
average of 542,700 = employees,
partly because of. the: temporary
period of adjustment: which: fol-
lowed V-J Day. - In:September,
1944, the employment average was
565,200.

“Monthly payrolls declined dur-
ing September to a total of $119,~
107,500, compared with $128,117, -

1000 in August and $142,209,500 m

September,; 1944,

“Wage earners worked an avers
age of 40.9 hours per week in

September against.40.4 hours per
week in August and '47.2 hours m
September, 1944,
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Kansas City
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New York
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“|at $24 000,000.,

Pays U. S. Seizure Claims

Under date of Nov. 20 Asso-
ciated Press advices from Wash-
ington stated:

- Mexican Ambassador Espinosa
de Los Monteros today presented
to. Secretary. of State.Byrnes a
paymeni of $2,500,000- as the

. | fourth annual instalment due from

bhis Government on a $40,000,000
settlement of claﬁ'ps by citizens of
the United States;

The claims were lodged . as a

| result of Mexican Government

seizure of American private prop-
erty, other than oil . properties,
several years ago. With today’s
payment, the balance due stands
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“Thursday, December 6, 1945

A Gold Coin Standard for U. S.?

(Continued from page.2699) .
-coinage and issuance of gold: coms
of the value .of $10, $20, and. $50,
~and for the 1ssuance of gold cer-
tificates.:

Bad Features of Bill

Two features-of these bills can
be condemned outright: (1), They
.would not provide .the United
States ‘with a gold-coin standard;

viously. - the

instead,. they would again subject
the currency of the United States
to all the uncertainties involved
in the possibilities of unexpected
and. repeated . ‘changes . in . the
standard - monetary unit,. and :(2)
the : provisions for bimetallism
constitute a denial of the value of
the léssons taught by the world’s
experiences with bimetallism. Ob-
bill, regardless' of

BOSTON
- 31.Milk Street

—~

LYONS & SHAFTO

lncm porated

State and Municipal Bonds

NEW.YORK .
70 Pine Street

what the other intent of' its au-
thor may hafte been, would pro-
vide for:further- ub51d1es for gold
and silver producers

The provision for increasing the
dollar price of, an ounce of gold
(andsilver) .is. also a noteworthy
commentary on .the theories of
those who have been insisting that
gold has lost, .or 'will lose, its

value, and is*'at relic of barbarism. |

“The Wall Street Journal” of
Nov. 17 reports Administrative
opposition to these bills in the fol-
lowing words, among otherss - !

“The Taylor-Murray Bill to
- put- gold in' circulation and re+
“store the” Government’s author-
ity to -alter the gold content. of
the dollar is gettmg no Admm-
istration suppert.”
= LI

“Admmlstratlon monetary ex+

* ous threat to the nation’s mone-
tary. system in times of panic.”
If any of the Administration’s

opposition to these bills relates to

a 'revival of. the power” of the

President to devalue our gold and

silver coins and to the provisions

for bimetallism, that opposition
is of course encouraging.’ But the
reported grounds of opposition to

a return to a gold-coin standard,

assuming that the devaluation and

bimetallic provisions' of the bills
may be eliminated, raise impor-
tant questions. They are impor-
tant, regardless ‘of whether these
bills ever reach the stage of seri-
ous “consideration,’ since they go
to the heart of the question of the
soundness of our monetary stand-
ard... Furthermore, the reported
opposition is in harmony with the

nature of the Administrative op-|

position to a“gold-coin, standard
that has been revealed ' steadily
and repeatedly since - the suspen-
sion. of gold payments in‘March,

perts are strongly opposed to 1933

suggestions - that ~currency, be
made convertible into gold. .
“The *experts point out- that
.if ‘gold were placed in circula-
:tion" and  holders - of currency
and ‘demand deposits  decided
" to demand  it, there would: not
be ‘enough -to go around. - Thus

the legislation might be a seri-

S.h'a res

THE

TINCORPORATE
INVESTORS

Prospectus of Incorporated Investors may be obtained

from mvestment dealers or

'PARKER CORPORATION
ONE COURT STREET . . . BOSTON, MASSACHUSETTS

Fallacy of Administratlon s Policy
The contentions of ‘the’ Admin-

istration that our domestic cur-

rency should not be made directly
convertible into gold coin, chiefly
because there might be hoarding
of gold- and because “there is not
enough gold to go around” if de-
mands. for it should exceed. our
gold-reserves; are not valid. Their
unsoundness should be understood
since they constitute. basic con-
siderations in the issue of a gold-
coin standard. versus-a “managed”
paper money system. -

Since, under our present interna-
tional gold bullicn standard, peo-
ple of other countries can get our
gold, the question arises as to why
our own people should not be able
likewise o . convert their claims
into this gold. . The fairly obvious
answer to - this question is that

our Government cannot control
the foreigner as it does our .cit-
izens. It can’'compel oui citizens
to take something less desirable
than gold, but if it deals with the
foreigner—buys his goods or serv-
ices or makes loans to him-—he
can demand the gold or refuse
to. accept our domestic currency
except at, a' discount:. Conse-
quently, eur Government in ef-
fect says to the foreigner ‘“come
and get it,” but to-our own cit- .
izens it says that if they try to get
it and hold it, except for use in -
the arts, incustry; and professions
as prqovided in law, they shall for-
feit the gold and be subject ‘to.a .
penalty equal to twice the value
of the gold.

Does not. a fear of domestic
hoarding of fractional gold re-
serves ' constitute - an, admission
that our other monetary reserves
—also fraciional-—are’ either less
desirable than gold or are really’
not obtainable? .. . The answer is
yes on both counts. By the law
of ,June 12, 1945, gold certificates
alone were made lawful for re-
serves against notes.and deposits',
in. our - Federal .Reserve. banks;
and these cannot be. paid out to
the people of this country. Prior
to' that. date,. silver and certain
varieties of our paper money also
served as lawful reserve against.
deposits in the Reserve banks and
could, as part of this. reserve, be .’
paid out. Today, they can be paid
out only as non-reserve cash but
not as -part of the lawful reserve.
But when they were used as re-.
serves, there was little fear of a
hoarding demand for them' since
they were very .different from,
and inferior to, gold.

Admm\istratlon 'S Objectlons to the
Acid Test

Does not the Administrative op-

position to the gold-coin standard .+ -

demonstrate a fear of subjecting *

ﬁadz‘mz
J mm/
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. t h e Administration’s. -monetary

and fiscal policies, to the acid tests’

which such a standard could, and
perhaps - would,. apply? Many in
the Administration and in Con-
- gress have been asserting that in-
- convertible. paper  currencies- are
superior to gold.. If their conten-
.tion ' be sound, then these advo~
cates of such paper money:should
welcome ‘tr.e test which the peo-
ple could,. and probably would,
. ake under a gold-coin standard.
: If the paper money of this type
is as good &s, or better-than gold,
1he people w111 not prefer. gold to
the paper, Here is the opportunity
. for  the. advocates of a: paper
» money 'nol 'directly - convertible
: into " gold ' to: demonstrate their
. good faith in respect to the argu-
. ments they have: been: offering
: during the last dozen years. It is
¢ clear that they are-afraid to sub-
= ject ‘their -theories  to. this: test.
““What they want'is freedom from
. the tests and restrictions. which a
| gold-coin standard would - apply
: to-their -inferioxr- currencles and
- fiscal “polieies. :

.o The “Scarcity of Gold”- Argument

-The Administration’s argument
.that the gold-coin standard is not
sound, because there is not enough
- gold fo go around is naive in.so
far -as- eccnomics is' ' concerned.
“.There is not:enough of-anything
*to, go around if it hag value. Any-
.. thing - that ‘has -value is scarce.
There .is enough -only ‘of  those
things that thave no value! Ger-
. -many. put ' .this simple principle
to . 'a thorough. test when she

printed -enough inconvertible pa-.

per marks! ‘When the people had
enough, the marks had no. value!
To - say, thereiore, that we
should not use gold because there
is not.a sufficient supply to go
around and that all.who have a
. “right” to claim it cannot exercise
that. right at all times,.is to dis-

/Tegard the meaning and signifi- {0 disadvantages to which the

cance of value. - All people who
have a ‘“right” to cross the George
Washington Bridge could not use
it at the same time. . The same is
- true of railroads, ships, airplanes,
and highways. ' All who have a

. “right” to use the elevators in a.

‘once in.case of a panic.

building - could. not ‘use them at

fore fire .escapes' are provided,
and these are precisely what any
good monelary standard requires
no matter how nearly perfect it
may -be. — fire escapes to meet
panic conditions. - Our monetary
fire escapes have not been good,
nor ' have they been adequate.
There  is still- room for improve-
ment, and it is to this point that
more. careful attention should be
directed.

Is an Inferior Standard Desirable?

A remarkable thing about the

Administration’s position “in its .

opposition: to a gold-coin.standard
is that it really amounts to con-

"tending that an inferior currency

is . more "desirable ‘than the “best
domestically.. Foreign exchange
rates, ‘which ‘reveal -the- various

rates of discount at which non- |
gold -currencies pass in ‘terms of

gold, would seem to provide ample

proof of “the unsoundness of the.

Administrative position.

Then there is the question.as to
whether. our. gold. should 'be the
property of the. people or of the
Administration which happens to

be in temporary political .control.’
Further questions which logically

tlow from this one are these: Why
should not every person be per~
mitted {o:place his savings in the
object of his choice?’
fers to sell his products or serv-

ices for ‘gold instead of :an incon-’

vertible paper. money 'or high-
priced, low-interest-bearing: se-
curities, or an over-valued silver,
why should -he’not be permitted
to do so? » On ‘what logical or
legitimate ground can a Govern-
ment justly say  to. the. citizens:
“You ' cannot invest ‘in gold, we

.shall take that; you must take in-

convertible paper money,an over-
valued 'silver, ‘and our Govern-
ment secuvities?”

It is important to 'understand

people of the United States have
been subjected because they have
not had a gold- com standard in
recent year

Weakness ot‘ Present Currency

When this . Administration de-

(. T. ¥

FIDELITY BUILDING

WILLIAMS & C(D.

INCORPORATED

J 1
INVESTMENT BANKERS

United States Government and: Municipal Bonds

Railroad, Public Utility and Industrial Issues

Telephone Plaza 2484 -

" Private. Telephones to-New York and Philadelphia .
 Branch. Office—Easton National Bank Bldg., Easton, Md.

'BALTIMORE 1, MD.

Baltimore Telephone::
Calvert 6200 .

BAKER WATTS & Co

Establlshed 1900

Members New York stock Exchange
s Members Baltimore Stock Exchange .
- Associate Members New York Curb l!xcham'e

Government and Federal Land Bank Bonds
. Maryland:County and Municipal Bonds
Listed and Unlisted Stocks and Bonds

Active Markets In Local Securities

CALVERT 'AND REDWOOD STREETS
BALTIMORE 3

West Vlrgmna Representahve, Union National Bank Bldg.
Clarksburg, W. V. ‘a.

- Teletype BA 395 : ’ -

‘New York Telephone:
CAnal 6-7162

There- |

prived the-people of this nation
or theé gold-coin standard in. 1933,
it also-deprived them of the auto-
matic. conirol which™ a people
should 'be . able to exercise over
any "unwise’ or 'improper  use. of
paper money and credit, whether
issued by banks or the Govern-
ment and, consequéntly, over the |.
use of the public purse. With the
suspension of gold payments,-the
automatic ‘control by the people
of 'this.-country. over the! public
purse was swept away.’ Such con=
trols as remain can be exercised,
if at all, only through much less
reliable ,and -less effective chan-
nels. In- recent years these con-
trols, " obviously,.. have " been . of
negligible 'importance.: ‘When " a|
Government can deprive:'a peo-
(Continued. on page: 2746)
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A Gold Coin Standard for U.S.?

(Continued from page 2745).
ple: of practically all control over
the: public purse their position has
become dangerous indeed.

We should not forget the very
simple fact that, if a Government
is to be left free to issue money
against its own debt instead of
against the nation’s gold assets,
there is almost no limit either to

- this debt or to . the supply of

money that can be issued against
it. -Germany, during and follow-

ing. World War I, presented the

world with a shocking illustration

- of this great truth. Issuing money

against the issuer’s debt instead

Packard Bldg.

-of its nature are exceedingly dan-
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‘of agamst eood liquid: assets of the
issuer is a dangerous device which
modern nations. have embraced to
an unprecedented degree. And it
.is:a device which' the general pub-
lic apparently understands very
imperfectly. Both the device: and
the general lack of appreciation

gerous factors in a nation’s well-
being. The people of the United

States' are definitely involved 1n
this danger.

Geold as a Check to Inflation ' |
If, when: a gold-coin standard is
at the disposal of the people,

Philadelphia 2, Pa.

| ernment’s

banks should issue notes or cre-
ate deposits of questionable; value,

the people would ‘demand: pay-,

ment in gold, and, by this action,
they: would reveal their fear of
the banks’ notes or deposits. This
would force the banks and.per-
haps. the Government :to. correct
the situaticn. . Such .demand for
gold is a reflectlon of  popular
judgment regarding the state of
the banks’ money and credit; it is
the 'red. flag of ‘warning' to the
banks and to - the . Government;
and .it. is the people’s automatic
check on bad banking practices.
When -they are ‘deprived of " the
right to demand gold,- this' auto~
matic checlk: is gone; all they can
do' is' to' accept. what the banks
give them. This is the position. in

which our people find themselves
today,

If, when a gold-coin standard
is at the disposal of the people,
the Government should issue a
currency of doubtful value, the
people would-demand gold rather
than this currency and thus re«
veal the exient to which the Gov-
currency ~ lacks  the
value. of gold, This manifested
preference for gold would compel
the Government to correct the sit-
uation, Y

A gold-coin standard requires
that the Gevernment maintain. all
its currency on a parity with gold,
through direct = convertibility “of
the currency into' gold at par,
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[ with: the consequence that such
.a non-gold ‘currenicy. cannot suf-

fer a discount. Thus the existence
of a'gold-coin standard tends to
guarantee at all'{imes the quality
of all circulating Government cur-
rency. - ‘The faet that our people

today cannot obtain gold coin do-~'

mestically “deprives .them :of the
power to test' the .quatlity -of: our
Government-issued . paper and
silver currency, .as’ it would be
tested in free world markets, and
to force th¢ Government to avoid:
an-excessive or extreme issuance
of such currency. This desirable
and. needed pressure.:cannot :be
exercised effectively :today: - Our
Federal Administration has been
and:. is .running  -this~ country’s
monetary car w1thout brakes

Forexgn Loans and Our Gold

A~ mounting danger today,
which needs much more-attention
than it seems to be receiving,. is
the tendency of our Government,
through . lcans' to . foreign. coun-
tries;  to create " large - foreign
claims against our gold. If these
should be converted into demands
for gold in any great degree, a
large proportion of our gold re-
serves could be swept out' of this
country, leaving little or nothing
but -inconvertible paper money
and’ silver to support our huge
volume of paper money and
credit. ~ Should ‘tihs happen—and
we seem to- be moving recklessly
in: this direction-—our monetary
and fiscal affairs would be in a
state of collapse and we would be
in a position quite like that of
various European and other coun-
tries -who cannot support - their
currencies by adequate gold re-
serves.

If, under a gold-coin standard,
the - Government should attempt
to  issue : securities - at prices
deemed too high, or if they bore a

.| rate’ of interest deemed too low,

by investors, many people would
invest in gold rather than run the
risks involved in investing in such
securities—they would' prefer the
safety of gold and the loss of in-
terest to the small interest return
on securities with the risks of a
sharp 'drop in price or  the repay-
ment at par in a currency having
little purchasing power.  Such

' preference for gold would compel

the Government to pay a higher
rate of interest and to sell its se~

_curities "at lower prices in order
‘to' induce savers

to- invest. their
savings in' Government securities.
This* would have. the virtue of

‘making Government borrowing

more - difficult which, in’ turn,
would put a brake on Government
spending. In this manner the peo-
ple would have control over the
public purse because of the ex-
istence of {he gold-coin standard.
This enforced higher interest rate
would ' also ~have the " additional
virtues. of providing - investors

with 'a better return and. of ena-]

bling them to purchase securities
at more reasonable prices, thus

»reducmg the risk of a sharp drop

m their pnces

Have No Control Over Public A
:Purse . |

Today the people of thls“ coun—
try-have: lost'this control- over "
the: public' purse, ‘and. thosewho
purchase- - Government | securities
find -themselves: earning:'a ' small
interest . return: and ;assumimg
great risks. @ -
: - Since: people - cannot get gold
many . of . them -invest i what' is
widely regarded:as the'next ‘best
thmg-——-Govnrnment securities..But .
many- private savers do.not invest
in 'these Securities. for: the reason
that they cannot:-afford: to ‘accept
the dow..interest, considering.the
risks involved; they prefer to let

| their funds lie'idle. ‘Alarge pro-

portion of these securities is.taken
by institutional. investors which
must earn such interest returns as
they can; and since many of them’
are restricted by law or policy to
such - investments or cannot find
other ' adequate. and safe outlets
for their funds, there is.‘a great
demand- for-these securities. . But
if we could compile the losses suf-
fered by savers and these institu-
tional investors, as a consequence
of these' monetary and low-inter-
est-rate policies of -the Federal
Government, we would find"that

the social costs have been tre-. =,

mendous. -/

The gold standard, as the peo-
ple’s ‘autcmatic brzke on their
banks ,and Government, places
limits on the speed and reckless-
ness with which the Government
can’ spend the people’s money.
And that is as it should be.

It ought 1o be instructive to us
in this country to read what a
highly reputable European econ-
omist ‘has to say about the ‘gold
standard as-a brake —: Wilhelm
Ropke in his_ Crises and Cycles
(William  Hodge -and Co.;" Ltd.,
London, 1836), He says (p."175):
“The automatic safely brake pro-
vided by the gold standard has to
be considered as an indispensable
part of our ‘economic machinery
if we want to be safe against real
disaster. 'We “do not even trust
the locomotive engineer to forego
automatic’ safety appliances  in
spite of the fact that there are no
personal economic interests’ of his
at stake, and that his own per-
sonal- safetv depends on his sense
of respon51b111ty How much less
can we do - without automatic
safety appliances in the: case of
Governments whose affairs are
conducted in' an atmosphere not
entirely free from personal eco=
nomic .interests, and whose lead-
ers ‘are responsibile only ‘before
God . and History,”  writing their
memoirs * if - anything has. gone
wrong! . It ‘is. desirable that all
planners all popular : writers on
the ‘end of capitalism,” and all
degpisers of ‘orthodox’ economics
should. take- this to heart, and as .
far as the policy of trade-cycle
control shares some of the dan-
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gers of economie planning, here
is a'lesson also for the more en-

thusiastic advocates of monetary |

management.”
- But this-automatic
our Government. It was removed
in 1933 and thus the Administra-
tion freed itself from its restraints.
The contrpls ‘were placed in ihe
driver. and the -accelerator. . And
the people have been, and are
being, taken for a wild ride. -
_ A most important point to bear
in mind here regarding the pres-
‘ent  currency -situation - of the
‘United States'is that even-though
our domestic ' currency - ‘may not
depreciate,.or be depreciated; fur-
ther in terms of gold because of
our system' of indirect conversion
of our  domestic currency into
gold, ' the disadvantages suffered
by 'the people of this country, as
a consequence’ of being deprived
"‘of a gold-coin standard, are to be
found in' other and vitally impor-
tant directions, the chief of which
have been mentioned. Therefore
to point out, as some do, that, be-
cause our inconvertible paper and
over-valued: silver -currency has
not .depreciated in terms of gold
since Jan. 31, 1934, the- present
arrangement is quite satisfactory,
is to miss some of the most impor-
tant disadvantages and dangers. in
our . situation. . Much of the dis-
cussion of a gold-coin standard
versus our present system or some
similar syvstem of “managed” in-
convertible paper currency misses
these essentials. -
After all, “managed” currencies
of the type now popularly advo-
cated are but one feature of dic-
tatorship and Socialism in which
political  valuations' are substi-
tuted for the objective: non-po-
litical valuations  which are in-
herent in the gold standard, and
for the true- values reflected by
the free operation of the forces
of supply and demand in the mar-
To have -objective
. “values, a nation must have an ob-
jective ‘monetary - standard, such
as' gold, which is free from' the
‘notions of politicians as to what
its value ought to be.. Just as we
make the bushel an objective unit
of measurement, so: should the
people have an equally objective
monetary standard of value. We
do not let the politician decrease
the size of the bushel when the
apple crop fails!' -When a non-
gold “managed”. currency is sub-
stituted for a gold-coin standard

" and the management appropriate

to it, political values replace true
economic, - objective values, and
when this is' done the people suf-
fer serious. consequences.

The agitation for a “managed”
inconvertible paper or commodity
dollar currency.is but one mani-
festation. of "a persistent; and in
recent years a frenzied, quest for
stability in. our economic system,
but it rests upon unsound grounds.
There is. apparent today some-
thing like a fanatical determina-
tion to try economic . expedients

brake is off

" The Invesiment Banker’s Dilemma

(Continued from. page 2702)
world war one? Are the pros-
pects for investment . obligation
being met as well? -Are the- inter-
est rates of today :sufficient in-

ducement for: the risks involved?:

The average return on investment
capital today is less than half that

‘| of the decade of the 20s. Do the

socialization schemes' of foreign
countries warn the American in~-
vestor . to. . demand ‘new . and
stronger guarantees? = Will pay-
ments be- any more safe, if the
lending issocialized and. made by
the Government with .the invol-
untary tax payers’ money?

Cheap Money, Low Interest Rates, |

and the Investment Banker’s
‘Responsibility

Low interest rates in'the United
States and ali over'the world are
the product of inflation. ~While
billions of savings have been de-
stroyed in the past decade, cheap
money  has been multiplied /by
deficit © financing.. and . the un-
paralleled increase .in the paper
promises to pay. .  All of  these
credits are debts. Every govern-
ment debt whether in currency or
bonds' is a socialized obligation of
the workers and taxpayers. Is

which - -experience has - demon-
strated cannot work. Though the
people  who * pursue -these . plans
should know full well that there
is after all such a thing as the im~
possible, they will not'recognize
that it applies to attempts to. make
a less valuable currency equal in
value to a more valuable one.
They . will not. admit that they
cannot make something out  of
nothing; -that a. fixed : objective
unit like gold is as desirable as an
unchanging bushel;, that a stable
price level, if it co‘tﬁd be: attained,
does not necessarily . mean - eco-
nomic stability; that no monetary
mechanism alone can produce
stability  in ~the price “level  for
long or'in the economie system as
a whole; that the gold-coin stand-
ard has rot hbeen ,the primary
cause of the great fluctuations in
Erices and the wide . swings in
usiness activity. and prosperity;
and that the present world-wide
suspension of specie payments:is
nothing more than a fairly-com-
mon, .but - always. temporary,
episode in the history of metallic
currencies. - . _ G

The agitators-for a “managed”.
paper currency and the critics of
a " gold-coin standard are def-
initely wrong, and, in the light of
history, it  would seem “to be
merely a question of time until
Congress ' will. be brought to a
realization - of this fact. ‘It is to

be hoped that this realization will
not have to waitl until this lesson
of ‘history- is again driven home
by a catastrophe’in our monetary
and fiscal affairs. :
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this era. of cheap money new? It
is: not.. Europe has had many ex-
periences.'with cheap money. A
period in the French history of
cheap - money only exceeded by
the present. was that of the John
Law’s . schemes in 1870 which
promised France wealth and pros-
perity through . monetizing the
national debt and which soon
ushered into France a whole gen-
eration = of poverty  instead of
prosperity. |

“England and other countries in
Europe have had their experience
with cheap money and its con-

sequences. As described by Wal-
ter Bagehot almost 100 years ago,
when the people are provided
with excesses of cheap money “At
intervals,” from causes which are
not to the present purpose, the
money: from these people—the

blind capital, as we call it, of the

country—is particularly large and
craving; it seeks for some one to
devour it, and there is ‘plethora’;
it finds some one, and there is
‘speculation’; it is devoured, and
there (i ‘panic’.” The United
States  had its experience with
cheap ‘money and inflation after

~

the Civil War, While it took two
generations to overcome. the con-
sequences and restore financial
stability we fortunately had the
determination to pay our debts
and return to sound money. In-
vestors had some very thrilling
experiences during  this - period
and not all of them were for-
tunate by any means. What the
consequences might have been it
we had adopted a John Law’s
scheme of finance will never be
known. But from the evidence in
other countries from such schemes
(Continued on page 2748)
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The lnveslment Banker S Dllemma

(Contmued from page 2747)
we. were very fortunate in choos-
ing the road of sound money..

. A brief survey of the European
inflations after: World War I will
disclose ‘that. in every country in
which . inflation . and ' debasement
of the currency was practiced the
investors were cheated out of their
purchasing ‘power in about the
same percentage.  Whereas in: the
countries ~which ' returned ' to
sound money and did not debase
their currencies the investors, in
{ime, reﬂamed their purchasm"

- power.

In this era of low money rates
‘inconvertible = currencies, soc1al—
ized and nationalized credits the

investment: bankers nave a’ re-
qponsmlhty far' greater than mere
calesmen, What are safe invest-
ments for: your customers from
the standpoint of being sure' of
getting their principal back? Will
the United: States and ‘the rest of
the world return to sound money?
How high will interest rates rise

credit "are paid off. and  sound
money . restored?  Will cheap
money.- be maintained by further
inflation, causmg | further. in-
creases. in prices and declining
purchasing power of income and
investment capital?

The' investment ‘banker has 'a
responsibility .to his customers in
the investment and management
of their)savings. He can discharge

this responsibility best by. fur-
nishing his customers all the facts’

and, -then. helping: the National
Government ~return to . sound
money-after performing the ‘ma-
jor operation of -eliminating :the
inflated. meney and . credit we
have in our system. Of course it
will take a long time to get over
this operation and heal the sores.
But the " sooner we' begin’ the
quicker we' will recover. :

Some Obligations of the

. Investment Banker
In addition, to correctly inform-
ing his’'customers and aiding the
restoration of sound ' money  and
financing practices,’ the  invest-
ment * banker should ‘understand

terprise system because this sys-
tem has produced the highest and
most desirable standard of hvmg
known to the world.

Take the gr_eatest possible care
in selecting and distributing se-
curities as described and under-
stood to protect the investor ac=
cording to-the risks he is willing
to take.

. Encourage saving ' and invest-
ment and keep. the door of oppor-
tunity and free markets open.

Encourage the largest and most
efficient’ production, and educate
the investor to the risks and op-
portunity of free enterprise. :

Discourage ‘ inflation and ‘en-
courage the increase in real wages
through the increased purchasmg
power of money. ' :

Help build: a' sound: money and
banking structure. Discourage the
use of borrowed money for un-

.| productive - purposes or for un-

conservative risks.

Promote ‘ individual initiative,
freedom - of ‘ enterprise, ~and a
careful understanding of risks and
responsibility in: using borrowed
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J. D. Harrison Elecied
to Richmond Reserve

James D. Harrison, President of
the First National Bank of Balti-
more, Md., has - been elected a
class A director of the Federal Re-
serve Bank of Richmond, Va., it
‘was announced: on- Nov. 16 by
Robert - Lassiter, chairman of the
Board-of the Reserve Bank.

The Baltimore “Sun” in report-
ing this also said:

Mr. Harrison succeeds Charles
E. Rieman, President of the West-
ern National Bank' of Baltimore,
who had served'as a. director of
the Federal Reserve Bank for 27
years, but declined ‘to stand for
election to an additional term.

Mr. Harrison first came to Bal-
timore in: 1923 as Vice President
of the Citizens National Bank. He
was. elected President of the First
National Bank last January. His
election as a director of the Fed-
eral Reserve  Bank: will become

effective Jan. 1, 1946. : /4
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fifth -of the number of days on in
| which ‘the worker, and his em-

ployer, made cpntrlbutlons in the
preceding five years. . In other
words, if he worked for five years
uninterruptedly, he'is entitled to
a full year’s benefit. = Few 'are
likely: to' be that favorably 31tu—
ated.

~ 4. Benefils -are ‘made available
on’ly if 'the worker ‘did- not quit
the job' voluntarily, has not been
dismissed for misconduct, and in
case of strike has not voted for or
participated in-the dispute which
causes- the work stoppage.

5. Most important, the benefx-
ciarycan refuse twice a joboffered
to him by the governmental em-
ployment - office.. Refusal for a

.+ third: time disqualifies him from
‘t+the receipt of benefits. No rigid

provisions exist as to the kind of
employment he has to accept.:

6. So far as known, no. travel
allowances. are provided for work-
ers to change the location of their
employment. - 'All .of ‘which goes
to show that the Dominion is free
from some of the- political pres—|

| sure’‘that’ burdens this country’s

economic stability.
Indeed, Canadian pohtlcal and

j/| economie ‘ thought' is = thoroughly
. Charlottesville

imbued - with ' the understanding
that the Dominion’s’ existence is
at stake- in international - trade.
Her prosperity is literally tied up
with: " the -volume < of exports.]
“Three -dollars’ ‘worth of exports
add just-about five dollars to the
national income,” as an-outstand-
ing Toronto economist ' (Dr. Jack-|
son) puts it. The high prosperity |

b of the war years, e. g., .the dou-]

bling of the national income to
some $7% billions; was based on

a .rise of the total of exports and;

imports to roughly $5 billions.
Extravagant labor demands are
doomed almost,at once in the cold
light of . this .fact. - By contrast,
total ‘war-time -exports- pius im-

ports of- this country, fantastic as

they were, amounted to less than]

10% of our national income, Even
in England, the ratio of interna-

i {'tional trade to national income is.
. { only a little over 20%.
lis* so ‘evident that no discerning

The fact

influence on his economic think-

Other factors : contribute to
dampening radicalism and main-
taining wages below the level in
the U. S. as well as in Britain.
For one.thing, the block of four
million Frenchmen in the eastern
provinces “is strongly under the
sway of the Church even in its
trade-unionism. For another, in-
dustrial workers - constitute only
about 10% of the gainfully occu-~
pied,- reducing . their - political
weight accordingly. So does the
fact that industry, and of® course
mining, are dispersed over wide
rural areas, inhibiting the spread
of centralized  unionism. = Also,
labor is recruited to a large ex-
tent from  farmer and ‘middle
class’ strata, with ' traditions col-
ored by its’ origin. The fact that
it'is racially more homogeneous
and ' better' “disciplined” . than
American labor, may have some
influence, too.” At any rate, the
political color in Canada that was

highly socialistic two ‘and three

| years ago, is rapidly shxftmv back

to “normal ”

Be that as it may, the -only
militant labor group of mational
importance is- the CIO, with a
comparatively weak foothold, and
still weaker - finances. ‘It depends
financially on the American CIO,
which in ‘turn is not likely to
shoulder the burden generously if
its own pocketbook will be under
the strain of industrial strife' at
home. It may not be entirely cor-
rect to say that in terms: of pres-
sure groups, labor’s position in
Canada'is'similar now to what la-
bor’s - position was in the U. S.
after the last war, But it is cer-
tain that unionism has no such
power-hold there as it'possesses
here.....

Most lmportant monetary m—
flation has not reached the same
proportions as.in this country, the
national debt having risen by $11
billions in six years, against some
$200 billions here, while the pop-
ulation ratio is less than.1 to 12,
and with'a somewhat hlgher per-
centage of the debt in “perma-
nent” hands than on 'this side"of
the border, Less inflationary

(Continued on page 2750)
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" pressure means lesser urgency of

wage and other demands.

- Labor Efficiency
However, the drawback of the
Jabor situation is: lower efficiency
than in the U..S. (but not in com-
parison to Britain). The reason
is partly
that —mechanization

has ' not

reached as far as in this country

and cannot reach that far, given
the narrowness ‘of the Canadian
market, But that is only part of
‘the story. ‘What is more irritating

“structural”: the " fact;

is ‘the spectacular. decline of effi-
ciency during the war, a comse-
guence -of Tecruiting inexperi-
enced workers and of the human
wear and ‘tear.in turn due to six

bor -itself; or at least its intelli-
gent Jeadership, is aware of this,

dent trade union paper: “Count-
less instances have come to -our
observation of crude inattention,
sloppy workmanship, flippant at-
titudes and inexcusable inso-
lenceY “This is a trade union edi-

torial, mind you, addressed to the

years'of ‘work at long hours. La-|

as stated recently in an indepen-,

MAS
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OF
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members, complaining about their
“unwarranted incompetence.” Just
like in British .coal mines, absen-
teeism in Canadian textile mills

‘funs as high as ‘10 to 30%. Can-

adian industrialists . agree - that
they have no quarrelwith" the
wage level, provided they ‘can re-
store labor efficiency at-least to
its - pre-war standing. No. doubt,
after a period. of rest and re-

i shifting, a return to normal may

be -expected.  But even: then,
nothing equal to the American
“tempo” "can be forthcoming -
which is true for the' top man-
agement as well asgfor virtually
all ranks of employees. But by

|and large, the mermal difference

in manufacturing productivity be-=
tween Canada and the U. S, is
presumably' more than -compen-
sated by the wage-differential:
minimum rate 25¢ there, against
the pending legislation to raise it
to 65¢ here.’

“International Trade

If this ‘discrepancy of wages ‘is
maintained, ' Canada - will  enjoy
for years a favorable competitive
position in international trade of
manufactured products, other than
heavy- capital goods. Of course,
the future course of “internal
price and cost inflation will de-
termine the export outlook. So
far, however, the wartime' accu-
mulation of per capita liquid sav-
ings amounts to less than one-
half of the level reached in the
U. S.; less than-it is in Britain,
too. All symptoms. point to the
considered - judgment -that al-
though Canada is bound to follow
American prices, she is likely to
maintain a reasonable “lag,”’ to
be reflected in the Dominion’s
foreign trade situation. i
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lem :of . the: Dominion’s post-war
economy. In the fiscal year 1936-
1937, which may be regarded as
normal, roughly 46 % of her com-
modity exports ‘went to. the Em-;
pire, 39% to the United Kingdom,:
and 40% to the U. .S. (The Em-]
pire’s pre-war share had been ris-
ing. slowly.)  Obviously,. Canada
lives not just on.exports—on ex-]
ports :to those two areas.. What is|
more, her‘trade with the neighbor:
is more than ‘compensated by im-=!
ports, with a.$50 to $100 millions
average. pre-war . import - surplus,’
while ‘the trade with Britain gave
her ‘a surplus of exports ranging:
up to $200 millions. Theoretically,
i.e,, in view of international price
relationships, there is. no reason
why this favorable balance could
not be maintained. Nor is. it like-:
ly to be influenced' by exchange
rate manipulations: so far as can
be foreseen, the Canadian dollar
is bound to be.kept at or close to
the present rate against the U. S.
dollar and' the British  pound;
which 'are in turn “practically
pegged to one another. 1

But many other : factors -enter

it one way ‘or another. Especially
so, in view of the long-run shifts
in the make-up of the Dominion’s
foreign trade, a process greatly
accelerated by the war. Briefly,
she has reached a high degdree of
economic maturity as indicated by
the decline, in thirty years, of
“raw materials” from 51 to 18%
of total exports, and the simul-
taneous rise of ‘“fully or chiefly”
manufactured products from 33 to
66% or so. In other words, Canada
is turning more’'and more to an
exporter of manufactured- goods
rather than of raw materials, a
change in her world market posi-
tion = with momentous. conse-
quences .in . the immediate post-
war era. ! :

Canada depends on exports not
only for employment, but also for
a surplus to service her growing
external debt, and to attract more

into the picture which may. change |

That brihgs up the basic prob-;! capital from, abroad with which:

to build up the mining, industrial,
and transportation system of the,
nation, What, then, is the outlook s
on retaining ‘as ‘much as-‘one-half
of the war-time expansion?

k Farm Production
Prospects for farm products are
far from encouraging. Given the
wheat surplus in the U.S. (600,000
bushels even now) .and-elsewhere,
the agrarian protectionism of the
consumer ‘countries, the relative
decline of demand for ‘cereals, and
the world-wide intensification of
their production--as ‘exporters to
the pre~war tune-of $200-$300 mil=.
lions, 'the western prairies may
keep up .their ‘position, and may
even improve it for the emergency.
year -ahead. But in proportion to
the new measure of foreign trade,
their significance is bound to de-
cline, unless they can offer new
products. . Shifting to -cattle rais-
ing is ‘out of the question, since
the prairies are scarcely. fit for
grassland, and it ‘would necessi-
tate ‘the elimination of a large

| number of farming- families, If

takes years to develop a substitute
for wheat, such as soy-beans, suit-
able for the arid soil and the short
season. Anyhow, shifting from one
crop to another would mean mere-
ly to change from one unsalable
surplus to"another.

Lately, . Canada 'is extending
long-term credits of $25 millions
to the Netherlands, $13 millions to
Czechoslovakia, etc. The total :is
supposed to be stepped up to $500
millions, most of it presumably to
finance farm exports. This means,
in effect, that the subsidy to the
farmers appears as credits to for-
eign countries. It is safe to predict
that subsidies in one form or an-
other will be the answer to'the
farm © crisis for many. years 1o
come, just as in this country. At
present price levels, the cost may
be held to $200 millions annually;
less than 5% of the mational in=-
come, a burden that may be car-

ried ‘without inflationary conse= .’

guences, - But the implication -is

e
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|+ ’tent also barley; cattlé; raw: leath-

i . "The paper shortage in the: Unit-

".“_ cardboard: capacity in' this country

- “ia much ‘earlier-date. In the:mean-
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that. agxficuiltural"producfs, (rxiaihl}?’
wheat and' flour, to'a minor.ex-

er and . cheese), which constituted
‘eveniinTithe’late«’ 30, !

; or fi
International 'Nickel Co. But co;
per,. ‘which is"thelargest single
item, zinc.and other materials, in-
cluding aluminum: that has been
expanded to a million ton annual
capacity, face cheap foreign com-
petition - and- over-supply. . The
opening ‘of ‘high-grade iron ore
fields - on ‘Labrador ‘and the Jow
cost. potential of oil,and asphalt
strip-mining in Alberta are very
promising, . but have not yet
‘reached beyond the stage of minor
growth and major hopes. In both
cases, new transportation: has :to
be developed; too. §
-All told,. subsoil. products may
account in the first post-war years
for scarcely 15% of Canadian ex-
" perts, if the latter should main-
tain- anything like ‘a iwo billion
dollar level, to say. nothing of the
recent | three-and-a-half = billion:
velume, as: against less than -ene
billion in the late ’30s, :and. 2.4
billions in' 1928 “(at: present 'gold
prices).. :

ed States, combined : with. totally:
~depleted’ lumber -reserves,. pro-
vides Canada  with: extraordinary’
chances. Since ‘Europe’s shortage

-, is much more acute; Scandinavian |
.. competition.is:not likely to play.g |.
_'major role: ‘on this" side: “pernAos|
i for: years; even after tonmage :dif-|]

ficuities are overcome. As a mat-

ter ‘of fact, consumotion: is. rising |/
;- on-a -warld-wide:scale. Of ‘cousse, |
7" the ruthless - exploitation -of - the: ||
. Dominion’s  vast forest reseurces !

‘will reach ‘its-limit :some day. The
‘current: expansion.-of ~paper. ~and

. may- bring"the: boom to a halt at
time, ‘however, Canadian exports
of wood and wood products, which
figured some $160 millions in the
1937 trade balance,-and $440. mil-
lions in 1944 (around:15% of the
total), ‘may rise substantially in
volume -and value; most of it in

processed rather thanin raw form: |

. That brings.up the ‘question of in-
duktrial: exports,- the. core of the
‘country’s. foreign itrade in:mer-
chandise. . b e
Manufacturing ‘Progress:
" ‘Industrialization has been vastly
accelerated:during the war by:the
sinking . of : several ' billions into
pew. plants:and equipment : (such
as ~machine’ toels; -chemicals and
is not only" the direct source of
substantial’ exports, - but -also the

|.and: eagy,

| that. corr ,
re.| Kingdom 'and the United

7 |:Canada: operates on much:less in-:
| flated ¢ ‘g -
0| ywith a'less socialistic labor policy.

will enjoy a comparative advan-.
tage over most-.other industrial
countries, especially ‘Britain. .

2." The . geographic . proximity
access - to .the . .world’s
ntry, and to its {‘know-.

richest “kn
) I close " interrelation

‘Empire,” provide an;un-,

orable position, 7.7

important. is‘the - fact
mpared to both the United
States,:

monetary ;, grounds, .and

The'.consequent .lag-of Canadian-

Ll prices and:wages- behind those’ of .

“competitors, in:spite’of a'10%
" of “her. curréncy, can-
how its effects on.the

f|'for - finished  consumers’ ‘goods, -in

which the American technique of
mass. production can be: dupli-
cated. o B :

4, Canada has become the larg-
est cash buyer of American .goods,
taking ‘almost $1.5 billions worth,
more  than 80%. of her total im-
ports. Obviously, this fact -will

‘greatly strengthen her bargaining

position in tariff bargaining. Also,
the trend in the United States is
in the direction of relaxing on.in-
dustrial (not-on agrarian) protec-
tionism. ¢

5. The old and the new.indus-

‘trial capacity. of the Dominion is

being reconverted. Its output will
be forthcoming at -a-time when
everywhere an- unparalleled - ac-:
cumulation “of “pent-up “ demand
coincides ‘with depleted inventor-
ies, “resulting ‘in "inflated  values
for manufactured: articles, partic-
ularly for capital. goods. - On-the

.other hand, the major part of its:

imports, ‘consisting. of raw:mater-
ials; will become available at fall~
ing’ (or lagging) prices.. *°

6. .So long 'as:Canada retains the

favorable-balance-of payments’on

current’ accounts; and ‘remains:a

favorite outlet for U. S, invest-

.ments, her. ability for continued

capitalistic .expansion at_ home
and - abroad ‘is another " factor

strengthening her export position. !

. i 7. “The’ apparent 'size .of Cana-

| da’s foreign trade problem’is un-
.duly.’ magnified . by the - rise

of
prices. - In’'. physical volume, it
needs-only-a 60% rise to maintain

‘a-100%: increase-in dollar volume.

over: the level of the late '30s.

.".In “the- past, Britain’s need' for |

raw ~materials;. especially food-
stuffs, used -to ‘be the prime fac~
tor.determining Canadian exports.

JIn: the visible. future, U, 'S. de-|.
.mand:; for: ‘processed materials

(mostly fabricated and semi-fab-
ricated: products.-of “her . farms,

| mines. and" forests) will. have.to
take-the leading: role, and.do:so |:

on a magnified scale. Indications

are that for years to .come, our:

market may-absorb a billion dol-
lar slice of the Canadian output,
or more. This is not :an' overly
optimistic-prognosis in view of the
labor ‘pains, inventory and obso-
Jescence - troubles, = reconversion

delays, pent-up demands, interna-:

tional commitments,. and exces-
sive. cash -accumulations ' under
the - shadows -of “which our .own
industry operates—in the face .of
Canada’s comparative 'cheapness
and- in view of the fact that her
industry has been,well-integrated
into the ‘American system of pro-
duction and distribution:
“Invisible exports add other fea-
thers to ‘Canada’s .economic cap.
Tourist traffic brought in 1938 -a
round $180 millions met in foreign

.exchange, equal to that year’s gold,

exports, - It . promises further
growth, after. the war-time lull,

.as. a .substitute for-a 10-15% de-

cline of commodity exports. Ship-
ping, ‘with: the Dominion’s “ton-

‘nage multiplied, is likely to turn

from a pre-war unfavorable item
of about $20 millions (net) into a

IBA PAST PRESIDENTS

1932-33

Frank M. Gordon

1931-32

Allan M. Pope

'+ 1930-31

Henry T. Ferriss

foundation:, of low=-cost manufac-

" turing. Tov this ._respect,- -Qanada,

;
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substantially larger favorable one,

In insurance, banking and com-.

merecial - services, « its - position is
likely to be improved, too, and
not merely at Britain’s. expense.
But all such prospects are over-
shadowed by the spectacular de-

velopment of gold mining.

Gold exports reached as high as
$200-0dd millions in 1941, and de-
clined subsequently to almost half
of that amount. Presently, labor

shortages are ‘more - acute than.
‘| during the war, but the interrup-

tion  of production ' means, of

course, lengthening the lifetime of
the mines. What is more, new ex~
plorations on a vastly accelerated
scale have opened up .a wealth of
gold reserves both in Ontario and,
in northwestern Quebec, which'
makes doubling of -the pre-war
output a virtual certainty as soon* ¢
as labor and materials are avail--
able. ;
Short of prohibitive ‘wage or
tax policies, the Dominion is ex-
pected  to produce by 1947 at.
least $400 millions worth of gold.
(Continued on page 2752)
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- Oahéda’ s Prospective Trends

(Continued from page 2751)
But there is little danger of seri-
ous labor troubles in the remote
mining districts with their highest
paid working population (around
$40 a week, against an average of
scarcely over $30 in manufac-
tures), and the Dominion is in the
process of reducing taxes, includ-~
ing the elimination of a 10% war-
time duty on imported machines.

. Lowering the gold price has be-
come a political impossibility in
view of the vested interests grown
up around the 10% discount on
the Canadian dollar, while a rise

of it is: a distinct international
possibility in view of the current
inflationary ' trends. Nor is' Can-
ada swept by anti-mining- senti-
ment which has led South Africa
at times to - repressive action
against 'absentee . owners. Well

over 600,000 persons are. Suppos- |;

edly ‘shareholders in the’ Domin-
ion’s gold production, most , of
them its citizens. .. Pt

Indeed, the expansion of -gold
output is vital to Canada’s pros-
perity and international balance,
It may be assumed with practical

 ceftainty that a major rise of its
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cost ‘of production would be met
by governmental relief .action,
Merely raising the depletion. al-
lowance to the level which U. S.
oil producers ‘enjoy would com-
pensate at.present for-a conceiv-
able increase of costs. E

i Canada’s balance' of payments
on “current”: transactions—visible
optical glass production), and the
expansion of old. To. keep a vir-
tually duplicated industrial appa-
ratus going, and’ to maintain and
improve further -the -enhanced

living :standards, greatly enlarged | .

imports are needed, which in turn
call again for- exports far beyond
\the - pre-war - level.’ Their bulk

must originate from manufactures. | :
As things  stand, the Dominion’s | .

future- hinges on. her  ability to
find markets for a vastly expand-
ed ‘industrial  capacity to substi-
tute for its war-time outlets and
to over-compensate the declining
or limping demand for its raw ma-
terials.

Iinper_ial Preferences’
i The problem fills the Canadians
‘with ‘anxiety, and naturally their
ieyes--are focused on. the Empire:

~}|Dis¢riminatory = Empire- prefer- |-
|iences;-which originated .in the Do-|'
minion, have become lately a:sort|: :

‘of - political ;idol.- « R

||l ~“The problem of Canada’s'indus-

itrial exports cannot be solved by
‘imperial‘preferences, the impor-
tance of which is easily over-esti-
mated. ‘They may amount on the
average to a ‘6 or 7% tariff re-
duction, an advantage that is rela-
vant in individual- cases, but is
minor on the ‘whole in view- of
“modern” trade impediments: of
the / exchange ' restriction ' type.
However, they have acquired an
emotional status which has a great
deal to do with nationalistic senti-
ment, in-addition to protectionist
motives, reinforced by the Cana-
dian desire to cash in on the bil-
lions of “mutual aid” provided to
Britain, and the fear that loss. of

the preferential rates may mean

/| the’ loss- of  the u. s. su_bsidiary

plants.’

The Empire-advocates seem to
overlook the mnarrowness of the
British ‘market under early post-
war , conditions.” Even substantial
American credits'to England are
not .likély “to overcome it more
than partially; besides, they would
naturally tend to canalize British
purchases -into’ the ‘United States.
Also, Britain will appear. primar-
ily as'a buyer of- raw- materials,
in ~which - Canada is only one
among * ‘many. : competitors
cannot be ignored. G

. Industrial ‘Exports
{""Canada will -have to re-orien-

tate her foreign trade in non-Bri~

tish -directions. An impoverished
Imports from: : :
United States
United Kingdom ‘= Zuiu-
TIlast Indies
ther Empire countries___...__
All other countries._____.____._

Exports to:
United States
United Kingdom
East Indies
Other: Empire -cotintries..

“‘Note that the Dominion received
no - lend-lease; ‘while -its. export
figures- include the  substantial
“mutual aid”-and similar items.
Of - course, war-time - needs,
shipping :shortages, and, the ab-
sence - of . European  competition
should be discounted on the ex-
port side. But an. approximation
to the pre-war in the sense that
virtually one-half of Canada’s ex-
ports should be absorbed by the
limited purchasing capacity of the
Empire would be -tantamount to
cutting the total in a catastrophic
fashion, with . proportionate
shrinkage in employment and na-
tional income. It would mean for
the Dominion a depression of first
magnitude. It would upset its in-
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who

$1.447

$3.439. .

England’ cannot buy at a' billion -
dollar rate, or anywhere near, un=-",
less Canada’ continues ‘to make :
presents or swallows. an equiva=’
lent ‘quantum of English exports,

both of which are out of the ques~ =~
tion, Markets in other parts of the -

Empire, especially  India ‘and -
South Africa, may -expand. West~
ern Europe and Latin America are"
likely to be much more_signifi«
cant. But:'the United States has-
become, and is bound to stay, the .
biggest (cash) buyer of Canadian
goods, replacing the Empire all”
along the line. ’ 5 g i P

Whether she likes: it or not,*
Canada is in effect. a non-regis-
tered member of the trading area’
called U. S.,as a glange at the fol-/
lowing figures (in billions) shows;®
1944. -, G 21943, 5
82 $1.424
185

.023

.081

073

$1.736

-0 $1.149
- 1.033
142

227
421

$2.972

‘ternational balance, too, because:
its greatly ‘enlarged import vol-:
ume could not’ contract without:
further depressive ‘effects.”

Imports have' come to: consist
largely of three major: groups:
raw and processed farm and plan-
tation products for the consumer
(sugar, -tobacco, .fruits and vege-
tables, spirits, vegetable oils, tea:
and coffee); industrial raw:ma-
terials (oil, coal, rubber, cotton,
wool, iron and steel, etc.); capital
goods such as machines and boil-
ers, - electrical ' and agricultural:
implements, motors and parts, etc.
In other words, Canada’s ability.
to export $3.00 worth of finished
products is based now on her im~
porting, say, $1.50 worth of means .
to'do so. The larger the first, the
more favorable its excess over the
second. On the other hand, a de~
cline- of the. first is not followed
automatically by a proportionate
compression of the second, because
the latter serves for internal pur-
poses-as well. .

All of which adds up to two
conclusions: that the maintenance -

2
6.3
18 -
4.4
5.3

-of ‘an . export volume approxi-:

mating the war-time average is

vital to Canada’s prosperity; and

that for these exports, and even

more ‘so for the.concomitant im-

ports, Canada has to rely on the

United  States. Uncertain as the,

outlook: may be beyond the next

few years, the scales are weighed
definitely in her favor. :

1. A wealth of natural- re-
sources on an extraordinary scale
and invisible trade, including gold :
movements as well as interest and
dividends - to. foreign creditors
(over $200 millions annually)—is*
likely to show a favorable sur-
plus, except in utter depressions.
The surplus varied between some
$190 millions in 1938 and an esti-
mated -~ $1,200 ° millions . in '1944.
Normally, it serves to reduce her
.debt or to acquire assets abroad.

Balance of Indebtedness -
During  the 'war, this balance
was used largely to finance Bri-
tain, and partly to repatriate much
British-owned and some Ameri-
can-owned Canadian securities, in
addition  to strengthening the
monetary: reserve held in U. S..
dollars (probably $1,000 millions).
Disregarding . “mutual -aid” and
war credits, she is now year for
year on the receiving end of the
flow of credit funds. The net sale -
of securities to the U. S., not:
counting “direct investments,”
amounted to $113 millions in 1944,
%181 millions in ’43, and $109 mil-
lions in ’42. - :
As a result, foreign investments

in Canada have risen to the new
high of an estimated $4.5 billions;

|

they tend to rise further, This in~ c
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Commencal Bank Installment Credit. Plans

(Continued from :page '2704) .
the number ‘intending to purchase’
retail  installment - paper. “Nearly:
10.thousand banks expect to make'
ordinary personal - loans - an ' the’]

installment ~repayment ‘basis, and |
smaller numbers.intend to make‘
‘consumer:installment loans direct’
to borrowers for the purchase .of |

. automobiles, household appliances,

and. other; goods, ‘and for repalrs:

and .modernization.

. Some seven thousand banks ex-
pect  to. purchase- retail mstall-,

ment paper from dealers. “That
more ‘banks will engage .in .con-
sumer installment: lending . than
in. financing ithrough- dealers. 'is’
quite understandable; . dealer - fi-:
nancmg is. more complex and.re-
quires . more - specialized- person-

smel, and ‘small sbanks often. find|:

that ‘commitments . are: too . large
.for the bank:to handle: alone.

* The -committee on - consumer |
. eredit of the American  Bankers
“:Association - ‘has been - busy for
. some time helping member. banks
+ 1o establish new consumer credit
 departments, enlarge existing fa-
. cilities, and improve -operations:
Recently it has published man-
“juals on such subjects as: Personal
J.oans, Operating Cost Manual for

| Consumer . Credit. Departments. of
‘Banks, Rebate of Installment Loan
‘Charges,: Automebile - Financing—
|'Dealer. Plan;-Automobile Financ-
ing—MDirect. - Loan - Plan, - Home
Appliance Financing, Alrcraft Fi-
nancing, and.Analysis of Soldiers’
and . Sailors’; Civil Rehef Act of
1940, -as- -Amended. - :

The Association has also-com-
pleted plans for ‘a nationwide col-.
i|lection: system .for. banks . .extend-
ing -consumer ‘installment credit.
The: plan-provides. for the: print-
ing and distribution. of .a .directory
listing the - banks. that'. will. be
equipped to handle the .collection
of ' ~installment ' payments. ' The
collections ‘will. be ‘handled .on :a
reciprocal basis at ‘established fees
by the banks' listed.

In. .addition, . the ' 'Association
has been developing co-operative
working arrangements ‘with vari-
ous national trade associations for
exchange of information and ex-
perience and for. -promotion .of
mutual interests. . Similar co-
operation among banking associa-
tions and trade associations is be-
ing achieved at state and local
levels. ' An . example is the co-
operative plan developed by the
Massachusetts Bankers’' Associa-
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tion and. the medical and .dental:
societies of that. state for the fi-;
nancing of professional services.;
In other states, co-operative .ar-:
rangements are. being . developed
between bankers’ associations:and |
auto. dealers’ associations, - farm’
implement dealers’ associations,

appliance ‘and furniture ' dealers’.|

associations, -associations:-of -in-{
surance agents and otherw mter-
ested ‘groups. i

.Plans for Handlmg Installment
ook Sale Paperl

With regard to' the business:of |
purchasing retail ' installment:
paper, “.some -individual . banks:
have been lining up dealers:in:|
their ‘"communities in advance:.of:
the. reappearance: of consumers’;
durable goods in quantity on the
market. " For  example,’ a . bank
presents its ‘plan  for handling:
dealer installment paper to auto-
mobile -and appliance dealers in,
its community and those meeting
its credit and other requirements
and who wish to become mem-
bers of the plan are franchised.,
Such dealers are provided with all’
necessary forms, rate charts, ap-
plication blanks,'notes, and the
like.. They also. receive appro-.
priate . emblems, . for'  example,
“Centrust Purchase Plan — Regis-
tered Dealer,” to display in their
places of business . and thereby
indicate their part1c1patlon The
emblem  is "also featured in ad-
vertisements:-of the bank. to the
public.

The buyer. of an automobile or
an appliance finances it through
the dealer, signing an installment
note. The dealer, in turn, sells the
note to 'the bank, which  credits

his - account  with - the  proceeds.
The buyer of the article. then’

makes . his installment payments:
direct to the bank.: The bank

continues - to . make  direct - con-

sumer.  installment . loans to -bor--

rowers  generally, . the . plan ' for
’handling-dealer installment.paper

being, intended o cover that .area;
of ' the ;market - which " .cannot: be-
reached easily, or at all, by du'ect~
conspmer Ainstallment ‘lendmg 4

“The appeals used-in the adver~
canr -
| venience-in. making payments at’
:| any. of the-bank’s: offices.in the’
| community, the value to the con--

tising, -are:-low-cost- Tates,

sumer of estabhshmg bank - credit

‘| which. builds his standing‘in the:
‘fecommunity. and ‘may. -prove .of:
value at some time when he need,s'
to ‘borrow; and the'dignified, busi- 1
ness-like.' basis upon which ‘pur-,

chases are made.

ﬁnancmg floor, plans :of dealers

and providing manufacturers and:
distributors with .cash - payments’
for - shipments is leading to ‘the’
formation of natmnal or:regional |

“bank - syndicates.” 'These 'syn-

dicates' ;are: organized . by large.

banks, in manufacturer and..dis-

tributor. cities, utilizing close re-

lationships. with their correspond-

ent local banks.in dealer towns. |
sales.

National .and  -regional
finance ' companies, “with their
many- branch offices, have been
providing - complete ' wholesale
and . retail
nancing, including - insurance
where needed, for the process of
distribution from manufacturer or
distributor. through fto' the. ulti~
mate consumer, ‘Banks have not

been able to provide such a serv-
ling banks in_ large. cities. could

ice in the past.
It. would - be: impractical for a

manufacturer: whose products are’

distributed. through thousands. of

retailers: to ~endeavor to make

contracts for floor plan and retail
financing with thousands of local
banks:

| fore ' shipment,

installment sale fi-

These -manufacturers wish
: = | the “wholesale and retail install-
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1 assurance of payment on, sorhe o

uniform : plan or. their ‘goads; bex
‘and distributors
dealing with a Jlarge number \of
retail outlets havea similar.prob-
lem,: “A- solution -
tempted. through the development
of . correspondent bank rela*tmn-'
ships.«, ™ s {
For.. gxample a fmanufacturer N
distributing his-product to several -

thousand - retail :'dealers through_“': i

several dozen wholesale _branches

might select a.large bank ‘in: ‘each »
of the trade -areas 'handled by &y

branch and serving ‘the.same ‘re-

gion, . Contracts :would: be made b

for' .each - of  these:banks to p f
chase the:wholesale-documents of i
the'dealers in its area. The large

hanks acquiring floor;plan credit
in this way from: manufacturers

| and distributors. might .offer their
/The desire to meet the need for;

correspondent banks in the towhs
of the various retail dealers the
opportunity of handling this cred-
it .if they-so .desire; TLocal banks
acquiring  this: floor, plan' credit
would be ‘enabled- to. secure the
retail tinstallment paper- creatéd
by the dealers’ sales 10 consumers.
In- case: a local bank was. un-
able or unwilling to purchase the
retail: paper, the credit could be
handled by the large bank, there-
by assuring the manufacturer of
a reglonal or, national imancmg
service for his .dealers. Where
manufacturers work through dis-
tributors rather ‘than through
their own branches, the financing
plan:would operate similarly ex-
cept that the distributor would
select the large banks with which
contracts would be made. 5
Under such arrangements, lead-

direct’ profitable: business ' to the
small banks and thereby improve
and strengthen their correspond-
ent bank relationships.  The large
banks would "assist their’ corre-
spondents by furnishing informa-
tion-and advice upon the detailed
procedures involved in handling

ment sale finaneing business to be
carried on.' The first syndicate
to be organized is headed by the
Bank 'of America, ‘San Francisco,
and includes 60 state and mational
banks in. 11 :western. .and waest
.coast -states. Among the 60 par-
ticipating = institutions, 10 have
more - or less .extensive branch
systems,  which consxderably ex-
pand the territories they cover.” ' .
Participation in this “Bankredlt
Time Payment Plan” .does not in-
volve fees or ‘“franchises,” al-
though as the planhas wmked
out so. far the participants. in-
clude only one bank in a given
city.  The banks. are informally
linked by a voluntary agreement
for 'the exchange of services and
experience to obtain . the mutual
advantage of. being able to offer -
manufacturers, distributors, deal~
ers, and consumers a uniform fi-

| nancing service over a \wide trad-

ing area for .all types of consumer

goods and various types of .com-

mercial equipment and machinery

on the  installment 1epayment
plan.

It is reported that several major
manufacturers have “arranged ;to
have .the facilities of the group
made ‘available to .their .distrib-
utors .and dealers. The firs step
in_the program was a series .of

“clinics,”. conducted by.a group.of .
| Bank ‘of ‘America executives -at
1important cities, to acquaint. banks

new to the business with-the me-

| chanics of intallment tmancmg

A second syndicate .is the “Na-

tional’ Sales Finance Plan” which
will cover a large section of the '

country .(around ' two-thirds - .or
more of the territory not served
by the first syndicate) containing
perhaps 85% of the population.

Bank-Agent Plans for Expanding
Consumer Installment Loans .
Along with these plans for fa-

cilitating the purchase by banks.of

both wholesale and . retail in-
stallment paper, programs are be-
ing = promoted thxoughoat the.
country for increasing bank con-
sumer installment loan business.
One of tHzse programs is the

is" being . dt-- ,.l, -‘
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(Continued from page 2753)
‘Eastman Dillon & Co. ~
Mfr’s & Traders Trust Co,
"Ball, Burge & Kraus
Mernll Lynch, Pierce, |

Fenner & Beane -’

- Volume 162 - Number 4444

- bank-agent autamobile finance
.+ Plan. Thig is ‘essentially a ‘move-
_ment to'get consumers to substi~ |
E:l:‘;?i nfhfe use tojil installment loan
or i
ke nls a hment sale credit, Kramer; Alvin F;-
y in the distribution of
‘automobﬂes at retail. Krans; John G/
* When consumers buy from deal- | Sraus, Harry b
ers on installment sale credit, all Kreutzer,' Knox
&nancmg mstlttutlons operatmg in
e community - compete: in "so-"
liciting: the dealer acI::ounts, that E:kl)lonufsisgﬂlol?{)irlj
s, in .getting the- dealersto ‘sell | Ladd; EdwardH.3rd '
‘the;n the-retail installment paper: .'Laemme .Wllham G
‘A bank;-er ‘other /institution, de-{| Laing, C:“W. ~ :
pending.on a few- dealers for busi- Lanca’ster J. C
riess: -may- ” suddenly ' loseé : these| Lang, Walter E.
‘sources to competitors, .Under. the |.Larson; Hugo H,
installment ‘'sale  credit: method,’ Lanstoﬁ AubreyG
‘the ear buyer is the dealer’s cus- LaRocca~ Harry B
tomer; not the bank’s. If he buys | Lawshe, Emmett: -
his next car-from-a dealer. who | Leach, Edmund C: ¢
“does not sell his paper to .the Leathérs; Harry )
g:gﬁ the business 1is lost to the Il_.l-gdy;rd,QJR
R Furthermore, the bank, as a{¥ Lg’grslsng‘.smfleA
rule, will be obliged to split- its gett, Marvin.C. -
gross charge with.its dealers, pay- "Lemon JamesH
Ang them a ‘‘reserve,”. “bonus,” or Leonard A.T.: :
“kickback’ equal to that paid by | Leonard, John M.
the sales finance companies or .*Lestran’ge‘George E.
other competing institutions. Also, | Levy; Herbert -
‘i‘t will be ‘under pressure to take a
run of ‘mine” paper; the poor as| Lewis, David J.
well as the good, in serving. the
dealer,. instead  of accepting only Lewis, McDaniel
selected,: choice" risks. 1 Lewis, Mohan: - ~-Finance: -
The most ‘common practice of | Lewis, Reuben A Jr."+ “Finance
the automobile buyer has been to | Lewis, Robert J. «~Estabroek & Co
sign an -installment sale contract { Lewis, Salim L. -~ ‘Bear, Stearns & Co. -
with the dealer, who either holds | Liebenfrost, Conrad H. Stern, Lauer & Co.-
_it to maturity, collecting the pay- | Liginger,J.W. D" Morris F. Fox & Co. -
ments himself, or:sells it to. a | Lillis, Donald C. . Bear, Stearns & Co.
sales finance company, a bank, or | Limbert, Lee M. Blyth & Co. - -
other financing agency. The pur-{ Linch, Dale F. Berwyn T. Moore & Co.
B?seegf mte P%r:k.ggent plan is to Emcgln MaKryR 4 Investment Bankers Assn.
e-educate” the buyer to borrow | Lineberry,Kenneth W, F.S. Yantis & Co.
on a direct consumg’r installment Lmen John S. . : - Chase‘National Bank
loan from the bank and pay cash | Linn, W. Scott Shields & Co,
for hls_purchase, The insurance | Linsley. Duncan R.’ First Boston Corporation
?,%ﬁ?{t i;s"‘g)d coopex;ate wjtth the %ﬁtgle, A}Ide‘? I-% investrgzegt Bankers Assn,
nk  in “inducing -buyers “to ‘use | ¥Loewi; J. Victor oewi 0. :
installment_ loan credlst’ instead of | Lofft, Hubert Wi - Wood, Gundy&Co
installment sale credit for financ- | Loftus, E:d. . Elkins, Morris & Co.
ing their ‘automobile ' purchases, | Longmire; John R. - 1.M:..Simon.& Co.
and, the agent is expected to' do Longstaff, Ralph S.~ - Rogers.&Tracy
g;e gvm;c involved at no cost to Iﬂooénizr-{ldm% e “”Illinoiz Company i
e-bank. ord, Andrew.J . 0" Lord, Abbett & Co.
. At the end of the peak year. in|Loudon, Paul W.
1941, there was a total of almost | Lucke, Frank L. c
.two billion  dollars’ of “retail  in- | L:udin, Joseph
stallment paper outstanding: cov- | Lunt, Samuel D.
ering the sale of automobiles,  Of | Lyklema; WalterC.
this, the commercial banks. held | Lynch, Lawrence J.
only a little over 400 million dol- | Liyons, Kevin T,
lars, but they had in ‘addition | "Lyons, W.L. W. L. Lyons & Co. Doulsville

ilglgilsy o!;mfeet‘agl a:utgx(l?obxi?émc?il: MacArthur, Reginald = Miller, Kenower & Co. . Detroit
rect loans, primarily made for the MacBain, Hugh D. Mellon Securities Corporation Pittsburgh -
purchase of cars.. - The bank-agent Maedonald, Ranald H. - Dominick & Dominick - New York
plan’s plirpose i.s to - ineresse. this Macfadden William S, Piper, Jaffray &Hopwood ' Minneapolis
consimersdnstaliment:loan: ‘busi Macferran, J. S. Continental Illinois Bank- - Chicago
ness at the expense of the busine s; *MacLaughlin, A. M. Vieth, Duncan and Wood Davenport
of purchasing. retail automobil Main, Charles O Ballman & Main Chicago
mobile | wnraljory, Waldo W.- - “Clement A. Evans & Co. Atlanta

paper, which has been largely in
the hands of the sales: finance Mar.%i,.f&fﬁ?‘:fn%vxrs. Lautepce M, Merks&Co. New Tone

compames 5
' In their purchasing of retail in-
stallment paper on automoblles,’
the sales finance companies have
furnished “not  ‘only  the funds
needed for financing the ‘sale but
also, through their: insurance sub-
sidiaries, . the  insurance required
on the. gutomobiles: - Banks gen-
erally are not permitted to enjoy
commissions on. insurance pre-
miums,. which. have been a very
large” source - of :income :for . the:
sales ' finance ' ‘companies,  The
banks, without the benefit of com-
missions on insurance premiums,
probably will not be in a position
. to give generous rebates -or.bo-
nuses to automobile  dealers out|
of .the . discount received ' when
* buying retail installment paper {]. . :
from them. y
< Under the bank-agent ' plan,
however, the bank does not buy |

IBA PAST PRESIDENTS

1936-37 1935- 36 ' 1934
Chicago
Buffalo
Cleveland
Chicago

Fn‘st Boston Corporatlon  New York -
S Lamar Kingston & Labouisse New Orleans
' First Boston Corporation “ New York
Chemlcal Bank . ‘o New York
John Nuveen & Co. ciws Chicago ol
Union Planters Bank ‘| .. ..Memphis
"Harriman Ripley & Co. Chicago
"‘Chicago Herald-American Chicago |
_First Boston Corporation” . New York
-~ First'Securities Company Chicago *
- Shields & Co. " ' New York . -

- Sterne,; Agee & Leach | Montgomery
New York Times. New York =
J.C.Bradford & Co. . ' Nashville °

. Liee Higginson Corporation - New York
. First Cleveland Corporatlon Cleveland
Distributors Group, Inc. Chicago
Johnston; Lemon & Co. Washington
City Natlonal Bank - Chicago
» Kuhn, Loeb & Co." ~ New York
Moore, Leonard & Lynch Pittsburgh
Paine; Webber, Jackson Chicago

. & Curtis |
Paine, Webber,J ackson New York

& Curtis
McDaniel Lewis & Co.

_G.' W. Bovenizer

Edward 3. Hall ~ Orrin G. Wood

" Philadelphia
Chicago
Chicago

Markus, Norbert W. - ' Smith, Barney & Co.
Marshall, James Waller. Bacon, Whipple & Co.
Marshall, John C. Kebbon, McCormick & Co.
*Martin, Bennett S. First Trust Company Lincoln
#*Martin, George L. Martin, Burns & Corbett Chicago
Martin, Wayne Milhouse, Martin & McKnight Atlanta
| Marx, L. Eugene Salomon Bros. & Hutzler New York
Mason, Fred H. Mason, Moran & Co. Chicago
Mason, Robert Central Republic Co, Chicago
Mason, Walter G. Scott, Horner & Mason Lynchburg
*Denotes Mr, and Mrs

Greensboro
(Contmued on page 2756)

Chicago
Chicago
New York
New York
New York
Milwaukee
New York
New York
Louisville
Chicago
Chicago
New York
Chicago
‘New York
Chicago
Milwaukee
Toronto
Philadelphia;
St. Louis
Chicago
Chicago
New York
Minneapolis
New York
New York
Buffalo
. Chicago
New York
Boston
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~Underwriters
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" INDIANAPOLIS 6, IND.
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Underwriters - Distributors

the paper from .the - automobile
dealer.. The bank makes a direct
loan to the car buyer covermg the
unpa1d balance and the insurance
premium. Some local insurance
‘agent writes the insurance cover-
age and gets the premium,. .and
thus s induced to urge his clients
to borrow from the bank and pay
cash instead of buying from the
automobile dealer on a regular
installment sale contract. - In this

way, it is said; the bank gets its,

profit from the rent of monev, the
(Continued on page 2756)
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Investment Bankers Assn.
A. G. Edwards & Song
G. H. Walker & Co. )
Maxwell, Marshall & Co. -
Northern Trust Co.
R. S. Dickson & Co.
McCabe, Hanifen & Co.
Union National Bank
Sills, Minton & Co.
McCrary, Deartn & Co.
Kirkpatrick-Pettis Co.
Harriman Ripley & Co.
Kebbon, McCormick & Co.
McDonald & Co.
Mc¢Dougal and Condon

. Paul H. Davis & Co:
Kalman & Co. - -
Carl McGlone & Co.
Northern Trust Co:

Matlack, Jordan
*Matheny, R. C. O.
Matthews, Robert H,
“Maxwell, Frank O.
Maxwell, John M. .
MecAllister, H. L.
McCabe, William E.
McCague R.H.
McCarthy, Clarence A.
#McCrary, Robert H.
MecCloud, James F'.
MecClure, Nathan D. .
#MecCormick, D. Dean
McDonald, C. B,
McDougal, A, L.,Jr.
McEwan, George S.
McFarland, D. E
McGlone, Carl

McGrew, Edward D.
G *Denotes Mr. and Mrs.
(Contmued on page 2757)

Chicago
Springfield .
St. Louis .
Los Angeles
Chicago
Charlotte

.. Denver
Pittsburgh
Chicago
Des Moines
Omaha
Chicago.
Chicago
Cleveland
Chicago
Chicago
Minneapolis
Chicago
Chicago ¢

"OHIO SECURITIES
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EeH R1cl1ar<ls & Co

CINCINNATI CLEVELAND

HILL & CO

INVESTMENT BANKERS

Established 1903

“MEMBERS OF .~ Ry
NEW YORK STOCK EXCHANGE
NEW YORK CURB " EXCHANGE """
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Commeucal Bank Installment Credit Plans

(Contmued from page '2755)
insurance  agent gets ' his profit
from the sale of the insurance, and
the dealer has his profit from :the
sale of his merchandise. .

The dealer’s profit, however,
may not be as large as'it would
be if he made the sale on an 'in-
stallment.contract and either held
the paper to maturity — assum-
ing that he had or could borrow
the necessary funds—or sold it to
a . financial institution ' which
would grant him a commxssmn or
bonus for- his services in prepar-
ing the papers and -consummating
the deal, On Sept. 30, 1941, at the
pre-war peak of consumer install—
ment credit, retailers- and other
sellers. held 37% of all retail in-
stallment -paper: outstanding; .the

.| holdings- of = automobile ‘dealers

amounted - to 277 million ' dollars.
Apparently many = sellers, ' who
have plenty of funds of their own
or.who can. secure  them at low
rates, prefer to hold-their own
installment paper, upon which the
earnings may be around 12% ‘or
more . per- annum,  to have cus-
tomers make their periodic pay-
ments at the store where they may
be shown additional merchandise,
and to handle :the ‘collection fol-
low-up: themselves when this in-
volves a reselling as well as a
collecting job.

On - the other hand, the argu—
ment is made that the widespread
invasion of the ‘consumer install-

ment credit -field by most of the
commercial banks.in the country;
with the "-probable ‘reduction in
the cost of consumer credit, may
be to the advantage of many-mer=
chants, - It is asserted that if mer-
chants are forced to leave the fi-
nancing of installment purchases
to financial specialists, the mer-
chants will be enabled to concen-
trate all their managerial energies
on the purchase, display, and sell-

ing' of ‘goods, which is the task:

they are most skilled in perform-
ing.: -
The bank-agent plan flrst got
under ‘way -in Chicago, St. Louis,

‘San ' Francisco, and ' other large

cities' and -then began .to receive
state-wide and national promotion
by some: of ‘the leading insurance
companies: and by state: and ‘na-
tional associations of bankers and
insurance agents. ‘In_some: com=

munities;”banks and agents have |

raised. funds for joint advertising
of the plan, It is held that most
car’ buyers knowlittle, if  any-
thing, about the terms or rates of
their finance and insurance con-
tracts, and that it is up to the
banks and the agents to educate
them - and to: persuade them -to
to adopt new habits -of borrowing
from the bank in ‘place of buying
on ‘installment = sales
where ‘they acquire the car, the
financing, - and . the ' insurance
wrapped ' up in: one convement
package,
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‘The .motivation is supplied . by
such appeals as lowest rates ob-
tainable, establish bank credit for:,
yourself, . retain . your insurance
with your. local agent: who will.
better look after your interests as
to ‘coverage represented and . fair
and 'speedy-settlement of; claims,
and “money spent-at home bene-
fits home town people.”.The log-
ical extension of " the argument
that the plan will “keep a sizable .
amount -of -money circulating
locally : that . might . otherwise . go
out of, town” would be to urge
each. city to establish its own
home - insurance : companies, . its
own' :automobile and . appliance
factories,. . foundries, . and = other. -
subsidiary industries, and to have
its. citizens. buy-only  from these
locally .owned concerns,

Mechamcs of the Bank-Agent -
Plan

In some 'cities the banks have
decided upon uniform credit. ap--
plication - blanks, uniform chattel
mortgages and  notes, and other
forms which are, furnished to the
insurance agents. ' The insurance {
agent is called upon to do quite
a bit ‘'of ‘work before he gets his
premium. for the .insurance in-
volved.’; He interviews the pros--
pective car buyer—who has al-
ready gone' to the dealer, ascer-
tained the price of the new. car,
its serial number, and the trade-in
allowance . before: taking up the
matter with the agent—fills out
the credit ‘application form, in-
cluding - the serial ‘number and
description of the new car, has the
buyer: sign the form in ink, and
then telephones: the  facts con-
tained .in the “application to. the .
bank selected by hlm or the buy-
er. :

“If the bank, after credit investl‘
gation, calls back its approval of
the deal, the agent has the buyer .
sign-the note. and “chattel mort-
gage in duplicate, filling ‘in the
face amount and the name of the
bank. in-ink, together -with a de=
scription ‘of the car on-the chat‘ &
tel. mortgage.

The agent may send his assured
with the-executed: papers, to the
bank or he may take the papers'
to the bank himself, or handle the.
matter by special. delxvery maili:
A variant is for the agent to se-:
cure the insurance application: and
then give the prospective car buy-°
er an introduction card to take to-
the  bank where the .application
for -credit is taken-and.the requi-:
site papers: are. completed after:
credit - investigation and accept-:
ance. The bank issues a:check:
payable to the dealer for the un-,
paid balance -and a check to the i
agent for. the premium.’

As prekusly stated, the plan
does. not . anticipate . the payment :
of commissions by " the ~banks to:
insurance agents for their services:
in channeling loans to the banks..:
The " agent -has the incentive:: of .
getting -insurance -business’ which »
otherwise would be placed by the
dealer ‘(or 'by a bank or other fi-:
nancial “institution :having- trust:
powers, ‘which’ mclude the selling :
of: insurance): :.In" addition, .the:
agent may be able to sell the:ca
buyer pubhé -liability, . propertyi g
damage, and medical payment in-=;
surance along with the: required:
fire, " theft,: :comprehensive; andl
collision; insurance.. )

Moreover, it is reported that !
many ‘banks:-reciprocate for the:
loans which ‘are’shunted in-their :
direction by rordering insurance
from the cooperatmg agents on:

“agent free” 10ans, That is to.say,- g
consumers influenced by a bank’s’
advertising may. go directly. to the :
bank to-borrow instead of first :
contactmg ‘some msurance agent.’
“Agent, free”: loans are ‘those 1n'
which ;the borrower. expresses no.
preference for any partlcular m-_
surance. company .or ‘agent. . In’
cases where the borrower w1shes

" te, retain his insurance with a givae o




. the fact that agents generally. can

. ‘or for some.other operation in-
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en company or agent, the bank
makes the renewal as: desired, "
" Banks' generally’ provide free
folders, blotters, inserts, and other
promotional material -advertising
the bank-agent plan for agents to
« distribute to their clients under
- the -agent’s own imprint. Banks
cooperating with insurance agents
stress. in ‘their ‘advertising . the
fact that in borrowing from' the
banks for:the purchase of a car

- volving .insurance, the borrowers
will” not be required to change
their insurance agents.

. It is'said that one of the hones
of contention between agents and

. banks ‘has been that banks'in
many places have '*“coerced” in-

. surance - by borrowers—on their

~ homes, on their motor cars, and
on.other risks—to agents favored

by the banks. “With the attitude

“of 'the A. B. 'A. and their anxiety

“for loan business, such banks can

~be won over at least to cease co-
ercing insurance .when making
loans,” the editor of an insurance
periodical comments, “in’ view of

. be excellent sources- of applica-
“tion for small loans.”  He further
. suggests - that bankers. are 'not
justified, when buying retail in-
stallment paper from a dealer, in
giving * ‘kickbacks, ‘rebates,
bonuses, “or commissions to'the
dealer when none are given. to
ihe agent for bringing into .the
“bank the same type and amount
_of financing ' business, ' but  he
“thinks that the alert banker can
~keep most insurance agents happy
on “agent free” loans. - -
Insurance agents seem to be in-
terested ‘in . applying  the  bank=-
“agent plan not only.to automobile
loans but to many. other types, in-
. cluding . mortgages, FHA, ad-
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vances, loans on furniture, several

‘types ‘of business loans, and per-

sonal loans," For example, insur-
ance agents frequently find that
one obstacle to selling casualty
policies is the fact that the pros-
pect is already..in’debt and has
no source: of .cash to -pay the
necessary premiums on insurance.
By introducing such a prospect to
the bank, it is argued, the insur-
ance agent: can finance :a’policy
and, in additjon, show the client a
source of credit by which he can
budget the payment of his other
debts, ,

In some cases, banks -furnish
their regular small loan -applica~
tion: blanks - to - the insurance
agents who' let it be knownthat
they are the ones to see when &
person  needs: to borrow money.
The activities of insurance agents
in . placing . loans, -and ‘securing
business for: banks has raised the
question as to whether agents may
be required to take out small loan
broker’s licenses or be subjected
to other licensing provisions.

The: bank-agent' plan: at the

‘present stage ol its development

is simply an attempt to meet the
competition “of ' the “automobile
dealer “who offers the financing

and insurance protection with ‘the

sale of the car, ‘The task of.the
banks and the insurance agents
is to convince prospects that they
can save money by’ dealing with
a local bank and get better insur-
ance protection and service by
dealing directly with local insur-
ance agencies, i : :

The * Springfield Group of Fire
Insurance Companies has -been
circularizing = its -agents urging
them: to call immediately upon
their local bank or banks and ar-
range for a cooperative program,

to start their educational and ad-
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vertising programs using, letters
‘and a series. of  advertising leaf-
lets prepared by thé companies, to
secure” credit approval from: the
banks for the customers and pros-
pects on their mailing lists, and to
impress. upon their clients the
necessity  of carrying bodily. in-
jury, property damage, and medi~
cal payments ‘insurance in addi-
tion' to.the required coverage “of
fire, - theft, ‘comprehensive, and
collision insurance.’ . .~

The State Farm Mutual Auto+
mobile Insurance . Company, said
to ‘be ‘the world’s largest ‘auto~
mobile insurance company, with’
over ~a -million. cars. insured,
launched a bank-agent program
in' 1939. In 1941, its' agents, co-
operating ' 'with - 2,500 - banks,
brought more ‘than 91,000 policy
holders -to their local banks for
car financing. The company’s na-
tional advertising, and 'the adver=
tising material sent. out. by its
agents; claims that its Bank Plan
saves money in three ‘ways:  on
the ‘purchase price of the auto-
mobile, ; by paying cash; on the
financing, by low bank rates; on
insurance, by rates which . are
usually lower ‘than the generally
accepted  Board -rates. |
- 'The eompany has been sending
copies of a 28-page ' illustrated
booklet of ‘large format entitled
“New.  Profit Opportunities for
Banks” to bankers in the 40 states
in which it operates, urging the
bankers' to ‘promote ' the  bank-
agent plan.' The slogan, “see your
local  banker before you finance

(Continued on page - 2758)

McHenry, Herbert T,
McKie, Stanley G.
McLaren, Harris B.

McNair, Frank -
McNair, Howard S. -
McNulty, James M.
*Mead, Robert G«
*Mead; W, Carroll
Means, J. W, ‘
Mee, William R,
Meeks, G. Gordon
Mericka, William J.;
*Merrill, Charles B.
Metzner, Russell H.
Meyers, Henry P,
Meyer, Julian L.
*Meyer, Maurice, Jr,
Miehls, Don G.
Mikesell, Robert S.
Miller, Galen
Miller, Lewis
Miller, Sanford C.
Mills, Andrew S.
Minot, James J.

Molander, Winston L.
Moore, Berwyn T,
Moore, William
*Moreland, J. Marvin
Moroney, Robert E;
Morris, George L.
‘Morris, Pat G.
Morrison, James C.
Morse, Charles L., Jr.
Morton, Fred G.
Morton,Howard C. '«

McLaughlin, Edw. M.,

Morton, William H. *
*Denotes Mr, and Mrs.

‘Salomon Bros. & Hutzler
Weil, Roth & Irving
McDonald & Co.

Paine, Webber, Jackson
& Curtis y

Harris Trust & Savings Bank
Courts & Co,

Ames, Emerich & Co, £ 8
Stone & Webster and Blodge

. Mead, Irvine & Co.

Trust Company of Georgia
Cruttenden & Co. -

Gordon Meeks & Co.

“Wm. J. Mevicka & Co.
Merrill, Turben & Co.
Central National Bank
(rolaman, Sachs & Co.
Salomon Bros. & Hutzler
Hirsch & Co.

" William Blair & Co,

Stranahan, Harris & Co. '

‘ Hayden,; Miller & Co. -
" First National Bank
“A.C. Allyn & Co.

Newhard, Cook & Co.

Paine, Webber, Jackson
& Curtis o ;

Northwestern National Bank
Berwyn T. Moore & Co.
McDonald-Moore & Co.
Mosle & Mcreland :
Moroney, Beissner & Co, : -

. Hornblower & Weeks

Northern Trust Co."

First Boston Corporation
Hemphill, Noyes & Co.
Milwaukee Company

~ McMaster Hutchinson & Co.
Chase National Bank !

(Continued 'on page 2758)
B *

' In Attendance at IBA Meeting

( Contihued from page 2756)

Chicago

Cincinnati )

Cleveland
New York

Chicago

Atlanta

Shicagq‘
hicago

Chicago
‘Memphis "
Cleveland
Cleveland
Cleveland
Chicago
Chicago
New York
Chicago -

" Toledo

Cleveland
Chicago
Chicago
St. Louis -
Boston

Minneapolis

_Louisville |

* Baltimore '~ :‘?
- Atlanta

i

Detroit t

‘Galveston -
Houston

Chicago
New York
New York
Milwaukee
Chicago
New York

‘Philadelphia !

7 -

T

 HAYDEN,

MILLE

Established 1903

INVESTMENT SECURITIES

Union Commerce Building

CLEVELAND, OHIO -

Members Cleveland Stock\E‘x'(v:h‘angé

R & COo ;

%

R
. NEW YORK

CIN

Underwriters and Distributors

of

- State, Municipal and Corporate

Securities

OTIS & €O

(Inéorporated) :
ESTABLISHED 1899

~ CLEVELAND

" CHICAGO
P . e

CINNATI "

TOLEDO

b .

pitized for FRASER,
p://fraser.stlouisfed.org/

oMb YR 2A3E W B iwiRs.e W ®

T P I I T T To R BT PY L RE SRR R

T (T me s e e Ay




2‘753" THE COMMERCIAL & FINANCIAL CHRONICLE Thursday; Décember 6,.1945° /. *

" In Attendance at IBA Meetmg

(Continued from page 2757)

Mosle; J. Ludwig - *~ "' Mosle & Moreland - .
Mudge, Louis G.. -~ . . First Boston Corporatlon
Mullaney; Paul L. Mullaney, Ross & Co.
Mullen, John J. Garrett-Bromfield & Co.
Mullms, Frederick P, A. E. Masten & Co. -
Murch, Maynard H, i '~ Maynard H. Murch & Co, .
Murphy, Dennis E:; +Ohio Company

Murphy, Johit A: “Reynolds & Co, *

Murray, Ray H. National Bank

Naumburg, Carl T Stern, Lauer & Co,
Nay, Leston B. First Securities Co.’
Nelson, Arthur E. Arthur E. Nelson & Co.
Nels‘on, Edward + . = . Kidder, Peabody & Co.,
Nelson, Gus : . ' Pitman & Ca. 5
Nelson, Harry J. “.- First Securities Co.’ |
Nelson, William ‘A ':Bear, Stearns & Co.
“Newborg, Leonard D. . Hallgarten & Co. "
Newhard, Chapin S. Newhard, Cook & Co.
Newlin, E, Mortimer ~~ - H, M. Byllesby& Co.
Newton, Arthur M. '© Hayden, Miller & Co.
Nichols, Donald E, Ames, Emerich & Co.
Nicolaus, Louis J. Stuel Nicolaus & Co.
#*Noel, Richard C.' Van Alstyne Noel & Co.:

‘Denntes Mr. and Mrs. 2

Chlcago

i Chicago

-, Chicago, -
Milwaukee
Cleveland
Chicago

. "New York: -
New Orleans
. Chicago

Chicago
Chicago
Chicago

St. Louis
Cleveland
Chicago
Chicago
Chicago
New York
Chigago .
New York
Minneapolis
Nashville

<~ Graham; Parsons & Co. ...
.- Stifel, Nicolaus'& Co. ;
B H. Rollins & Sons o
Wisconsin Company
Fahey, Clark' & Co,
Illineis Company ..
Mabon & Co. " .
Nusloehj Baudean &: Smlth
John Nuveen & Co

United Press

John J. O’Brien & Co.

Paine, Webber, Jackson
& Curtis

Dempsey-Tegeler & Co.

Field, Richards &:Co.

. Stranahan, Harris & Co.
First National Bank':
William Blair & Co. *

- American Banker
Central Republic Co.
Salomon Bros. & Hutzler
Allison-Williams Co. . :
Equitable Securities Corp.
Dominion Securities Corp. New York

Park-Shaughnessey & Co. St. Paul
Continental Bank & Trust Ce.-New York
Glore, Forgan & Co. Chicago
Kay, Richards & Co. Pittsburgh
Parker Corporation Boston
Herald-Tribune New York
Pacific Company Los Angeles
J.G:White & Co. " - :New York
Welsh-Davis & Co. Chicago
Roe & Co. San Antonio
A.G. Becker & Co. Chicago
John J. O’Brien & Co. New York
Cumberland Securities Corp. Nashville

Noll, Gerhard B. i
Nongard, Richard C-
Nordberg, H, Gerald
North, Ludlow F. = ~
Norton, John F.
*Noyes, George F.
Nugent, Joseph C.
Nusloch, George H.
*Nuveen, John, Jr..

- |Gommercial Bank
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(Continued from page 2757y ¢
your next car,’ e emphasized in’
the company’s: advertising in na-:
tional" magazines, the mailing  of
enclosures to policy-holders by '
the company and:its..agents, the '
publicity ‘releases” by " the local
agents, ‘and: the free mat serviece -
and ' advertising material fur-
nished -to banks.

In July 1945, the Natxonal Asso-=
ciation .of Insurance Agents
started mailing ta  property and-
casualty " insurance ‘agencies
throughout the 'country a new
Bank and Agent Auto Plan man-
ual to aid the agents in fostelmg
insurance - business volume in
cooperation with banks. The mati-"
ual ties' in . closely. with the:
A.B. A. manual on the direct loan
plan  of = automobile tinancing,
which was reviewed .by a com-’
| mittee of the insurance avents

association.

The Association has adopted an'
official trade-mark insigne to use’
on circulars, blotters, letterheads,
calling’ cards,  riewspaper adver-"
tising, window and:counter dis-
plays, and other forms of printed .
promotion. By this means, local
insurance agents and banks can
tie their advertising together’ for
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Chicago
Chicago

Chicago

Y

the promotion of the plan. ]
It is reported that many auto-
mobile: owners' whose cars have
been paid for are now :carrying
their insurance with local agents,
instead of renewing the insur-
ance placed on the car at the time

of sale, and the agents not only
hope to retain this business but to
add to it as buyers of motor. cars’
again become numerous. The In-
surance Advertising ‘Conference
has established a clearing house
for all insurance companies’ pro-
motional ‘material, and company '
officials are instructing their field '
personnel - to work. with local
agent groups in the orgamzatnon
of ‘local ‘programg,
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: Other Plans for -Expanding‘
Consumer Installment Loans i .
In addition ‘fo' the bank-agent
plan, commercial banks are devel-
oping other programs to increase
the volume of their consumer in-
ctallment  loan business.  Some
have combined the' “five cent
checking account,” a special type
of ‘checking account under which *
no minimum  balance is required
and a uniform charge of five cents
is. made for each' check drawn,
with ‘a limited personal loan fea-
ture for those who feel that they
may  require occasional, small:
“emergency credit.,” i
Some banks have organized
savings or purchase clubs, based
upon: the well-known 'Chrismias
Club idea, to help consumers to
cave up the amounts needed for
down payments on new automo-
biles, household appliances, and
other durables as' they come into
the market. Club members who
have saved up the necessary down
payments are expected to finance
the unpaid balances by securing.
direct consumer installment loans
from the: banks. ' Club . depositors
are furnished coupon’ books, the
numbered ' sheets of ~which ' are
used in place of deposit. tickets,
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Members dleveland Stock Exchange

thereby -eliminating the making
of entries in bank-books and: the
preparation’ of ‘duplicate - deposit
tickets, and consequently simpli="
fying and speeding ‘up the han—
dling of club:deposits.

In connection with these plans,
the bank often sets up in its Tobby. -
either'a pictoridl or an actual dis-
play of household apgpliances, in-
novations in' household  structure
and . equipment,; and ' other - dur-
ableg. Some : banks have con-
ducted - house-to-house  ‘or mail
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lending what the  customer needs g 3 ]
oveér - and ' above ' the amount he |, In Attendance a[ IBA Meetlng' vt IBA P AST PRESIDENTS
-will have-saved by the time he 18394041 " eamsw ' 1937.38
dﬂlijlrree :0 bu)lr 4 ert smg T i (Contmued from page 2758) : . ' J
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“sumer: ‘credit. commission 'of . the | Prosser, Malcolm S. Seattle-First National Bank Seattle *Rex, William M. . Clark, Dodge & Co. New York
Massachusetts Bankers'. ‘Associa- | purdham, Plummer P, Burns; Potter & Co. Omaha Reynolds, Albert Com’l & Financial Chronicle = Chicago
tion assisted by the Massachusetts : Rhoads, Philip J: First Nat’l Bank & Trust Co.. Oklahoma City
Medical Society-and the Massa- | Quail, John J. -+ Quail & Co, St. Paul *Rice, Irving J. Irving J. Rice & Co. ; St. Paul. ‘
chusetts . Dental . Society. .The | Quigg, JamesF.' Paine, Webber, Jackson Chicago Richards, Arch E, L. F. Rothschild & Co. - Chicago
plan is fully ‘endorsed by the so-| | - & Clrtis : Richardson, D, T. Lovett Abercrombie & Co. ' Houston
fletlesv ; Whltch have tagen an e Quist, Leo'L, Harold E. Wood & Co. - Davenport Riepe, J. Creighton Alex. Brown & Sons Baltimore
interest in: promoting i : g i
It is said that‘; ma,on?y of the | Ralph, Henry A.J. Bank of America ' New Yotk ... | Biley; J. Hi. A.C.Allyn &Co. - Chicago
o 3 Ritter, Daniel J, William Blair & Co. Chicago
people of Massachusetts: have not | Randall, Ralph G. Mason, Moran & Co: Chicago - . | Robb, Waller E., Jr Graham, Parsons & Co, . Boston
_ yet taken advantage of the Blue | Rauscher, John H.- Rauscher, rFleree & Co: Dallas  *Roberts, Malcolm F.  Sidlo, Simens, Roberts & Co:  Denver
Cross: plan,. a' pre-payment _plan | Redman, W, Guy R St.houis | Robinson, Arthur R, Fidelity Union Trust Co. Newark
for hospitalization, and the Blue [ Redwood, John, Jr, ' Baker, Watts & Co LIDTE Robinson;, Edward H.. - - Schwabacher & Co: New York ‘
Shield plan, a pre-payment Sys- | °:*Denotes Mr. and Mrs, . *Denotes’ Mr;. and’ Mrs. i e IR
"t tem for medical -care; . The- Blue ' i (Continued. on page 2760)
Triangle.: plan. proposes. to- meet | ki :
the needs of the people who are
not.insured,; and. the expenses not
.- covered, - under : these insurance ; 5 s e, ;
7 plans, ;l]nd. thereby: seeks to elim=fFi |0 000 e ; ;
'.inate the tendency on’the part of | §|: . :
many. people to delay or postnone | [} B RO IC»E:RS D EALERS - e Sl % e
i ?easures for: the preservancn ot ! g : : g
ealth: 1 ; ; i i . v - :
5 A p%tllentTcan make a> 711(."'.?.1 q s ) 1l : MUNICIPAL BONDS
or a- Blue Triangle loan -tho: hy ; | »
et Blue Telensle i t o L Curtlss House & Com pany | , . %
1 ,who has. been: provided with- the.|§|:|: - : it MEMBERSY # far i ~Y T
various needed' forms.: A .credit |} | = S New York Stock Exchange i a8 EXCLUSIVELY
+ application blank: is: filled out.and: Coleswna o News York Curb' (Associate) ! i 3 & :
the facts telephoned to. the bank. [} | Cleveland Stock. Exchange
-The. required’ health service is i i SR : :
completed; and.if the application: |}l |7 - Union: Commerce: Building: — Cleveland 14
after investigation is approved by 3 ' Main: 7071
the - bank, the patient : signs: . the
note form, which 'the doctor or
dentist endorses with full recourse
and prep(.sents» to the: bamlz1 for:dis- : - -
count. Payments are made by the :
patient directly t(?d thfefsponsoring MUNICIPAL RO O SE &.
bank over a period of from six to ; ; ;
12 months. The doctor or dentist SECURITIES
rﬁcexbveqkhls money dn'ectly from : ; Stranahan,ﬂarrls &Company
the ban : ;
To protect the bank agamst loss, d i : piputgoii Lt
_?oi/eofcilsvseetxglgt&tlifugggﬁzciggﬁ: Speczalzzmg'm NEW YORK TOLEDO CHICAGO

s o in telp ‘ f s CINCINNATI CLEVELAND

octor’s .or dentist’s name. The | 5 ; i | ; )

reserve is paid customarily when'| | OHIO dIld MICHIGAN

full payment of the amount of the 3

loan has been:completed. ' As.a |} 7 ISSUES

result of the reserve feature, the ] ; :

advance by’ the1 bankhlshlesse}r;ed i .

.so' that the yield is higher than ||

ihe rate charged to-the borrover CoLLlN NORTON & CO.
d averages-elose to that charged | | i

(a)?l regu]arg ps(;rsonal loans. No %0- 1408 Toledo Trust Bldg. Toledo 4, Ohio x EST;;BLI:HED ;920

. i : embers o

maker or collateral is required,|| . ;
and the patient does not have to: ; New York Stock Exchange New York Curb (Assoc.)

make an_ extra trip to: the bank | [ Chicago Board of Trade Cleveland' Stock Exchange
to arrange for the’ financing. The [ |ll
suggested rates ter the patient are | ||| " :

R mandal L o |

consumer inataiment loans. " The |l STATE & MUNICIPAL ~ LISTED and UNLISTED

procurement costs on the flow of

i?laenfﬂ:!i ltgydiitg)x;sa:;?t(?g:ﬁstosf : 3 B ON D S g = ¥ ' S ECU nIT IES !

and every- borrowing patient is a
potential customer for other bank
services.

Posters’ and a series. of news- |[If ' » K : : : )
paper’ display advertisements are 508-12 Madison Ave. 30 Pine Street

supplied Aby tl}ce I\%asiﬁchgsetﬁs : j Toledo 4, Ohio New York 5, N. Y.
Bankers’ Association to- the' banks g
for promotion of the plan. In' 1945, R AUN BOS‘ N 7ORTH & C O Telephone: ‘Adams 6131 : Telephone: Bowling
the Missouri Bankers Association B I Long Distance: LD 71 ; Greewr 9-2432

“has been taking action. toward : INCORPORATED Bell Teletype: : TO 190 Bell Teletype :: NY 12978

sponsoring’ the Blue Triangle plan, | |l : ,
al;d active . itan stn%hpﬁp are TOLEDO — NEW YORK — DETROIT — CHICAGO, — CINCINNATI Private Wire to: CHICAGO—DETROIT—NEW YORK~—CLEVELAND

(Contmued on page 2760)
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In Attendance at IBA Meeting

(Continued from page 2759) -

Scharff & Jones
""Roe & Co.

Hickey & Co.

McMaster Hutchmson & Co.
Georgeson & Co.

Wm. C. Roney & Co.
Salomon Bros. & Hutzler
Mullaney, Ross & Co. '’
George V. Rotan Co.
Hornblower & Weeks
Stroud & Co,

Harris, Hall & Co,
Dittmar & Co.

Quail & Co. i
Goodbody & Co.
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Glore Forgan & Co.

Dominion Securities Corp: -

‘Journal of Commerce: """ ©
{'Ryan, Sutherland & Co,.'i )

U.S. Senate ;

_Vance, Sahders & Co.

Sanders & Newsom;,

H. V. Sattley & Co.

M. A. Saunders & Co.
*Scanlan, Earl M. Ear] M. Scanlan & Co. '
Scarborough, E. W. - -~ Central Republic Co. : '

‘| Schanck, Francis R., Jr. First Boston Corporation
| *Schmelzle, A, M.: Fusz-Schmelzle & Co.

| Schmick, Franklin B, - Straus & Blosser’
| Schmidt, Walter A. 'Schmidt, Poole & Co
'| Schoeneberger; C. A. Shields & Co.

Scott, Walter “Lord, Abbett & Co.

! Schulte Theo. E., Jr. Farwell, Chapman & Co.
Scrlbner, Joseph M Singer, Deane & Scribner
Scudder, Dana B, National City Bark
Seeley, Herman G. “ Chicago Daily News
*Seifert; Russell E. Stern Brothers & Co.

| Sener, Joseph W..© ;- Mackubin, Legg & Co. .
Seving, Frederick'T: Butcher & Sherrerd
Seybpold, Joseph L. Kalman & Co.

Shanks, Sanders, Jr. Bond Buyer

Shannon, Jones B. . Miller, Kenower & Co.
Sharp, Nathan S. R:S. chkS')n & Co.
Sharpe; William P.. Mercantile-Commerce Bank
Shaughnessy, L. E; Park- Shaughnessy & Co.
Sheldon, M, W, ‘Bingham, Sheldon & Co. - Milwaukee
Shepard, Robert O. . Hawley, Shepard & Co. Cleveland
Sherwood, E. A. Harris Trust & Savings Bank - Chicago:
Shillinglaw; David L. - - Shillinglaw, Bolger & Co. Chicago
Shreve, Wickliffe Lehman Brothers New York

|| Sikes, Travis . Dewar, Robertson & Pancoast San Antonio
Sxmmons Carleton H. = E.M. Newton & Co. Boston
Simmons, Richard W. - Lee Higginson Corporation ' Chicago-
Simonds, Godfrey B, G.H. Walker & Co. Providence

‘' *Denotes Mr. and Mrs.
(Continued on page 2769)

New York .
New York, K
Chicago
Toledo

Russell P.S:, Jr.
utherford Geor, ge P:!
utter, JohnT,

Ryan, FrankL

J )
Gommercial Bank

) . " . 5 e 2
Credit Plans

(Continued from page 2759)

bemg made in New York, Kansas
5 and other states,

New Orleans.
San Antonio
Chicago
Chicago-
Chicago.
Detroit
Chicago
Chicago
Houston
New:York '
Philadelphia
Chicago
Houston
Davenport’
Chicago .

Roddy, James E. .
Roe, E. Jedd: -
Rogers; John C.
Rogers, Sampson, Jr.
Roloff; Frederick W.
*Roney, William C.
Roob, Edward A.
Ross, Cornelius A.
Retan, Edward
Rovensky, William R,
*Rowe, Robert G.
Rowles, Dyncan M.
Rowles, Ryjsell R,
Ruhl, J. H.
Rushton, Joseph A,
*Denotes Mr. and Mrs.

Washmgton
Chicago
Dallas
Detroit
... "Memphis..:
- Denver
New.York
Chicago
. St. Louis
Chicago
... Philadelphia
- Chicago :
New York
Chicago
Pittsburgh
- New York
_Chicago
Kansas City
Baltimore ;-
Philadelphia
:Minneapolis
New York
. Detroit .
Chicago
St. Louis
St. Paul

Saltonstall, Leverett -
*Sanders, David T.
Sanders, Jesse A’
*Sattley, Hale V.

Saunders, M. Ames Conclusnon

In the postwar' penod we shall
g fmd about: 36,000 lending institu-. .
tions .and' ‘more ‘than’ 120,000 in-
stallment sellers actively: promot=" ;
ing “consumer - inhstallment credxt‘
services... Institutions. now:in:the

.| field ‘are planning to expand and.
others are preparing to enter it.
The vast oversupply of funds
represented by ' the ' sharply 'in-
creased bank deposits of the coun- -
try:will be available to banks and, ..
to.other lending agencies.: In ad-"
dition, many manufacturers .with '
greatly increased cash .funds may: .
wish to do their consumer install-
ment financing directly and many. .
investors with money in the banks
will probably-enter the consumer
loan field. 1t is expected that the

+| competition ‘will not.be: ordinary
{or-just keen; it will be unprece-
dented. :One -probable: result ‘of
benefit to society may appear in
the form of a greater variety of’
convenient services or plans and
lower. costs for different types of
consumer credit.

There *is* another ' side to:the
picture of the possibilities of so- -
cial gains ‘and- private profits— '
although actual profit realization
may fall far/below present ‘op-
timistic expectations—from post-
war ' expansion in “the field of
consumer - installment credit.” It
appears that consumers are to find
themselves literally swimming in ‘'
‘a.sea. of -credit in the" postwar’
period. The unprecedented com-
petition foreseen may well prove' '
to be a major threat to sound
postwar credit.

The  possibilities and prospects
of danger in the postwar - con-
sumer - credit  competition “are
viewed by many students as fan- |
tastic. . State ' legislation in  the
field 'in' which ' the ‘competitive
struggle is envisioned ' is widely
regarded as-.chaotic ‘and unsatis-
factory and, even within states,
as lacking in the uniformity and
effectiveness - required to assure
fair competition among consumer
installment agencies and to pro-
tect consumers. The probabilities; -
some people’ feel, ‘are that credit’’
'may tend to iflow into the per-
sonal loan and consumer install-
ment sales field after this war in
a fashion reminiscent of the way
it flooded the' stock market: in-
vestment field in the late 1920’s, -
and - that ‘consumer ‘credit’ may.
tend ~to be looser and - more
abundant in the late 1940’s and

Carlton M. 'Higbz'e Corporation
1912 BUHL BUILDING
DE.TROlT 26

DEALERS - DISTRIBUTORS

‘Miller, ‘Keriowe.r & Compény

'UNDERWRITERS -

State and MuDICIPal 'BOHdS/" vaun'i'cipal and "Cor[;.)orate Securitics.

Corporate Stocks and B(mds |

Penobscot Building

Trading Markets in- DETROIT 26, MICH.

General Municipal Securltles

. Telephone Randolph 3262 Bell Teletype DE 475

Direct Private Wire New York to Detroit

Fms'r OF MIGHIGAN CORP@RATION

Member of Detroit. Stock Exchunge

‘. NEW YORK 5, N, ¥. 2 DETROIT 26, MICHIGAN
~Two Wall Street CE“{‘“;? e u‘;‘?‘ms 1509 Buhl Building
 REotor 2-7460 2113 Field Building Randolph 2055
Teletype 1-650 Randolph 5287 Teletype 292

CHARLES A. PARCELLS & CO.

Members of Detroit Stock Exchange
* ESTABLISHED 1919

Mercier, McDoWell 8 Dolphyn

Corporafe Bonds and Stocks
. Specializing in Michigan
Listed and Unlisteﬂ Securities.

e
MEMBERS DETROIT STOCK EXCHANGE

BUHL BUILDING

DETROIT 26, MICHIGAN
CA-5752 ;

DE-507

Michigan Markets
Listed and Unlisted Stocks
- —BONDS —

639 PENOBSCOT BLDG,
TELEPHONE DETRO[T 26, MICH. Bell Slystem Tele,

. RAndolph 5625 : : < - 'DE-206
RAndolph 3976 R :

i

Underwriters & Distributors

WM. C. RONEY & CO.

MEMBERS NEW YORK STOCK EXCHANQE

812 BUHL. BUILDING
DETROIT 26, MICHIGAN:
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early 1950’s than even in the lush

late 1920’s. It would seem that the =

best . interests -of all would be
served most effectively by install-
ment  sellers. and’ lenders, ~and
their trade associations, cooperat-
ing in" 'programs to educate the

public. to 'use . consumer - credit,

wisely, rather than placing  ex-

clusive emphasis on the‘promotion . /'
"| of volume' regardless of its -effect .

on the consumer. -

Approval of Study for
Strengthening Pan. Canal

A bill which authorizes the gov-. :
ernment * to ' investigate A whether"

the Panama. Canal must be re-

built to reduce its vulnerability to-.
atomic bomb attack was unani- ::
mously passed by the House and -

sent to the Senate on Nov. 26, ac-
cording to United Press Washing-
ton advices. Under the legislation
the investigation would be made
by the Governor of the Canal un-
der the ‘supervision of the Secre-
tary of War, and a report would
be submitted: to  Congress before

. Dec, 31, 1947. -

3
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(Contmued from page 2726)
to July 31, 1945, offerings of cor-
porate securities in- the capital
markets of :the - United States
amounted to about 10 billion 200
million ‘dollars.

Of this amount nearly 25% rep-
resented ' offerings -made in the
first seven months of 1945.

- In the nineteen months ended
July 31, 1945, offerings of corpo-
vate securities totaled 4bout 5 bil-
lian 390 million dollars, or nearly
53% of the aggregafe for the pe-~
riod from Jan. 1,/1941, to July: 31

-1945.

The increase in the annual vol-
ume rate of offerings since Jan..1,
1943, has approximated the geo-
meyrical
1943, $1 154 millions; for . 1944,
$2, 960 millions; ;.and, for: 1945, the

«indicated annual rate, obtained by
doubling the figure for: the first
half year, is $4,860 millions.

In Jarge measure the activity

“ represented by these figures has
consisted of refundings and is the
product of (i) the expansion of

© bank credit -engendered to finance
the War, (ii) the inflationary in-
crease in the amount of currency
in the hands: of the public, and
(iii) the progressive lowering of
the interest rate.which has been
brought about by the “easy mon-

* policies of the Federal Gov-
ernment

Financing to provide “new mon-
ey” for corporate purposes rep-
resented only about 20% "of the
total amount of corporate financ-
ing ' undertaken ' in the ' public
markets in the nineteen months

énde;d July 31, 1945, For the pe-.

riod from Jan. 1, 1941, to July 31,
1945, the flgure was mnot much
]arger amounting only to about
. 26% of the aggregate,
On the other hand, the refund-
‘ing’ of evidences of debt and the
refinancing of preferred stocks by
the issuance of new  obligations
< carrying a lower rate of interest,
or of preferred shares having'a
lower dividend rate, has accounted
for about 80% of all corporate fi-
nancing from Jaanuary 1:-to July
31, 1945. For the four years and
seven months ended on the latter
date refinancing at lower rates
accounted for: about72% of .all
.'corporate fmancmg in the public
markets.’
Our business has been engaged
~'in and is now probably well past
the peak of the second major re-
financing movement to Iower in-
terest or dividend rates, which
“has occurred in the field of cor-
porate finance in the past fifteen
years. The first of these move-
.ments reached its peak in 1935 and
1936, ending - with the  market
break: of September 1937.
With so much business'in hand
and so 'many. things to do it is
“possible that insufficient attention
has been given to the prime eco-
nomic - function of . channeling
savings into. new investment for
‘the further development of in-
dustry.
. If we are to see developments
in true perspective we must look
at the market as a whole. In doing
so we find that more than 87% of

Sy -

the' figures ' being - for,

all financing by public utility cor-
porations, in the period of about
4% years from “Jan. 1, 1941, to
July 31, 1945, consisted of refund-
ing .-or/ refinancing operations.
Only 12% of the total of offerings
by public utility corporations was
for the ‘purpose of obtaining new
money and, for  the most part,
such offerings occurred “in 1941
and 1942, In'the seven months
ended July 31, 1945, more than
97% of the financing engaged in
by public utility corporations was
for refunding purposes and only
about  2.5%  represented ' ‘new
money”’ financing.

Out of the $1,831 million of fi-
nancing . by the railroads:in the
four  years. and  seven.. months
ended July 31, 1945, $484 million,
or 26.4%, represented ‘new mon-
ey” issues and $1,347 million, or
73.6%, represented refinancing in-
to issues carrying lower rates of
interest.  However, the railroads,
in common with the public utility
companies, have recently been en-
gaged. almost ‘wholly in refinan-
cing operations. For 'the seven
months ending July 31, 1945, only
about 7% of the new issues of
railroad obligations ‘was for. the
purpose of obtaining ‘‘new mon-
ey”; the remaining 93%  repre-
senting refunding operations.

Industrial Corporations and
“New Money”

Industrial corporations have to
a greater extent entered the capi~
tal markets in recent years for the
purpose of raising ‘“new money,”
We find, for example, that in the
seven months ended July 31, 1945,
about 40% of all new financing
by industrial corporations was for
the purpose of raising ‘“new mon-
ey,” while only about 20% of all
corporate " issues during’ this  pe-
riod was for that purpose.
Throughout the period  for four
years and seven months. ended
July-=31, 1945, 41% of all new is-
sues sold!in the capital market
by industrial corporations was for
the purpose of raising new money.
The corresponding figure for all
corporations represented 26%: of
the aggregate amount of corporate
issues sold in the capital markets.

Refinancing of funded:debt and
preferred  stocks accounted for
about 56% of all funded debt"fi-
nancing by industrial ' corpora-

fions during the period of about
415 years. Sales of securities for
“other .purposes,” -chiefly to ac+
complish change of ownership, ac-
counted for'about 3% of the re-
mainder of all corporate financing.

It seems clear that when the
public utilities and. the railroads
have: completed - their: refunding
operations . (and ~many .of them
have: already done s0) successful
operation in the investment bank-
ing business 'will depend to ' an
increasing extent on the rendering
of constructive service.in the field
of indutsrial ‘ finance. = Successful

considerable: extent,” on what  is
done ' to ' facilitate -industrial ' fi-
nancing under the provisions: of
the‘Securities Act and under the
State ‘blue ‘sky laws, as well as
on what is done about competitive
bidding, . private = placement and
the ‘problem of syndicated offer-
ings -at a-price fixed .by agree-
ment. ‘All of these matters are of
special concern to those engaged
in handlingindustrial. financing.
~ . As we have already said, a pro-
posal ‘of the Federal Administra-
tion: which would require’ public
competitive ‘bidding in‘the sale
of air line:securities, is now be-
fore Congress. Other agencies of
Government are engaged 'in“ac;
tivities at ‘this time which, many
think, have as their ob]ectxve the
imposition of a competitive bid-
ding requirement on sales of m—
dustrial sec¢urities. :

Private Placements

The direct or “private’” sale of
corporate securities to investment
institutions,  without registration
under the Securities Act contin-
ues ‘to be' an important factor in
the. field of corporate finance. In-
dustrial ‘corperations now account
for riearly all of the issues which
are sold through' this route. The
reqaxrement of public competitive
bidding,, in the sale of public util-
ity issues, established by the' Se-
curities and Exchange Commission

S. E; C. Rule U-50, has removed
most public utxhty issues . from
the "area  of private placement.

adopted: by the:Interstate Com-
merce: Commission, which became
effective May. 1944 has operated

to curtail the dxrect sale of is-

1566 Penobscot Bldg.
Detroit 26, Mich.

MclmNALn-Moonn & w.

MEMB“‘RS DETROIT STOCK EXCHANGE

'MUNlCIPAL BONDS
REAL ESTATE SECURITIES
CORPORATE BONDS

810 Michigan Nat'l Bk. Bldg.
Grand Rapids 2, Mich.

operation - will depend, also, to'al:

in" 1941, through the adoption of|.

And’ the competitive bidding rule|

sues by railroad companies.

In the period of about 4% years
ended July 31, 1945, private place-
ments are shown, by figures re-
ported in the Statistical Bulletin
of the Securities' and Exchange
Commission, to have amounted to
$2,897 million.. The totals for each
year being as follows: 1941, $824
million; 1942; $422 million; 1943,
$372 million; 1944, $617 million;
seven months ended July 31, 1945,
$362 million. . These totals do not
include any term loans made di-
rectly to corporations by commer-
cial banks.

It “is' probable that the‘desire
to. avoid registration under the
Securities Act has been an: im=-
pelling ‘reason in"the decision of
many issuers to sell their secur-
ities privately. The pressure of
the large volume of funds. in the
hands. of insurance companies and
other  institutions and  constantly
seeking outlets is also an impor-
tant factor in the situation.’ And,
it seems probable that an increas-
ing volume of the better grade
industrial securities will be . sold

through private placement in the
future. We may expect that the'!
investment banking business will

l

always be at.a distinct dlsadvan-
tage in' competing with direct
buyers unless the Securmes Act
is changed to equalize’the positipn
insofar as it is determined by the

‘requirements of registration, pgs-

sibly by exempting certain is
from registration.

€es

Syndicaié Price Control

The maintenance of a fixed- of-
fering " price by  agreement be-
tween ‘underwriters. and dealers
during periods when an issue is
undergoing- initial distribution is
an essential part of the machinery
by which new capital is obtained
by industrial corporations through
the public sale of their securities.
The sale of a high grade issue of
refunding bonds of a well known
public utility company may, per-
haps, ‘be carried out successfully
without an agreement to offer and
sell only at a stated and agreed
price, - But adifferent situation
arises. when the name of the is-
suer is -new or. not well known.
The Securities and Exchange Com-,

mission’ has recognized this situ-

ation "in' its “Release” (No. 3700

under the 1934° Act) in the so-
(Continued on page 2762)
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(Continued from page 2761)
called P. S. I, case and has ex-
pressed the view that the agree-
ments . under discussion in that
case were not in viclation of the
Sherman Anti-Trust. Act.w A Bill
which  would clearly authorize
such agreements. and remove" all
doubt as to their legality was in-
troduced- in Congress early this
year (H. R. 1626, dated Jaun. 18,
1945), Your Commiitee believes
that Jegislation to accomplish this
purpose is desirable and should

have the active support of the
Association.

Effective Date of Reglstratmns

Of partic ular concern to indus-
trial vorporations which wish to
engage ‘in new. financing and to
controlling persons of corporations
whose securities are being placed
on the market for the first time,
is the appeavance of what seems
to be a new doctrine relating -to

'the interpretation. of the provi-

sions of.Section 8 (a) of the Act,
as amended in 1940, governing the

EQU[PMENT TRUST CERTH"ICAI’ES
CANADIAN - PUBLIC UTILITY INDUSTRIAL - RAILROAD

5 BONDS, PREFERRED AND 'COMMON ST(QCKS

Private wire to-New York and Milwaukee
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coming into effect of a registra-
tion statement.

Originally the effective date for|-

a corporate issue was the 20th
day after filing. .In 1940, when the
Investment Company Bill' was
before Congress an amendment
was: added to  that Bill -which
changed ' the provisions of Section
8 ‘(a) 'of the Securities Act. to
provide that registration - state-
ments would become. effective:on
the 20th day after filing or. on
such earlier date as the Commis-

sion might determine “having. due’

regard to the adequacy of the in=
formation ' respecting -the: issuer
theretofore available to the-pub-

lic, to the facility with which the.

nature of the securities to be reg-
istered, their relationship to’theé
capital structure of the issuer-and
the rights of holders thereof: can
be understood, and. to the publi¢
interest and the protection of in-
vestors.”

The words just quoted represent
the new. language ‘introduced in
194, As understood at that time,
the new larguage was intended to
set up standards to be applied by
the ' Commission in = deciding
whether it would be appropriate
to permit a registration statement

to become effective within a pe=-

riod of less than 20 days after the
date of initial filing, .

For two years or more following
enactment of this amendment the
Commission pursued a policy of
accelerating - most registration
statements , and, on the average,
registrations became effective
within /seven’ to ten days after
the date of filing.

In the course of the past year or
more, . however, the Commission
appears to have developed a new
theory as ‘to the intent and pur-
pose of “thé “language ~contained
in’ Sectlon 8 (a) as. amen&ed in
1940:

-AL p_resent the .. Commission’s
policy . tends = to ' ‘discriminate
against registration: statements

filed "by "controlling . persons both

as to time of making them effec-
tive and as to . whether the con-
trolling ' person' “is * paying - the
proper share of expenses of reg-
istration.”. The  Commission ‘-also
refuses as ‘a general rule to ac-
celerate the effective date where
indemnity runs from an issuer to
an underwriter in the case of the
sale of securities by a controlling
person.

The Commmsmn has also acted
under Section 8 (a) to prevent a
registration statement from: be-
coming ‘effective in cases ' where

5
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a preliminary or “red herring”
prospectus has been distrib--
uted --to the public in ad-
vance ‘ of the: public. offering
date. As a result ‘of ‘this action:- -
underwriters are now extremely-
reluctant to make ‘“red herring”
prospectuses available and a new
obstacle -has been' placed.in:the .
way .of the less well known- in-
dustrial corporations who may be
seeking new money in the capltal
markets.:

/Then there .is the further fact
that in the: course: of the: past
year or sq,the Commission’s staff
has found itself heavily burdened
by work. with the result that for
this" .reason ' alone - registration.
statements are sometimes allowed*
to run twenty days or more before
they become effective.

In view of. this it seems to your
Committee. that -action:should be
taken. with the object of estab-
lishing a: definite statutory period
of time within which registration.
statements shall become effective, -
Such” a-change:would enable in-,
dustrial = issuers,
small ‘corporations to whom such
matters are of great importance,
to go forward with their plans
with more assurance as to'the
final outcome than is possxble
under existing practice.

Government’s Place in Industrlal
Financing

Threcughout the War period the
United . States Government acted
as the primary banker for: indus+
try and as its chief source of new -
capital funds.
were sold to the public and out
of the proceeds  large amounts
were used  to build - industrial
plants and to make loans Yo'in-
dustry. .Government has carried
virtually all of the risk. ' The ne-
cessity for this during War need
not be debated here. But with the
commg of peace the function of
raising ‘funds - to supply: the cap-
ital needs of industry should-re=
vert to the investment markets. ;

For several years the genera]..
investment market has. not op=
erated efﬂmently to supply “new
money” ‘or “venture  capital” tg
industry. Fiscal policies and the
effact of the income tax laws have
been major factors in this ‘result.
Important revisions . in the ‘tax
laws have now been made and,
whlle many grave difficulties re~
1na:n to be overcome, there seems
generally to be a somewhat better
atmesphere for the explessxon of
individual enterprise.

Certainly there is a vast field of
opportunity for new investment in
the discovery and development of
new industrial products and tech-
niyues. = Recently we were in-
formed by the Director of War
Mobilization ' and = Reconversion
that “the American people are in
the pleasant predicament of hav-
ing to ‘learn to live 50% ' better
thar. they ever lived before” -and
that the .expansion-necessary  to
accomplish thlS result - “must be

DOYLE, O’CONNOR & Co.”

INCORPORATED

135 So. La Salle Street, Chicago 3, Illinois

and owners of -

War loan bonds .

gitized for FRASER
p://fraser.stlouisfed.org/’




.. Bayne,

Volume 162 Number 4444

‘titude ' of mind . that

il T

' THE COMMERCIAL & FINANCIAL CHRONICLE

2763

'

Saltonstall Forecasts Government Actions

~(Continued from page 2725)
industries

‘should be free- to go where they
‘can . bemost ‘economically and

- profitably operated, otherwise our

stated.

system  of free enterprise breaks
vdown and we have'a greater gov-:
ernment 1egu1ated and built econ-
‘omy,

Problem of Labor-Management
g Relations ..

““The problem of labor—manage-
ment relations "and the govern-

-ment’s part in those relations is

-very acute at the moment,” he
“The present conferénce in
-Washington between labor and
management s attempting to set
out a system of principles to es-
tablish the responsibilities of each.
‘I have no sympathy with either

brought about by positive policies

“on the part of business, agricul-

ture, labor, and local, State and
Tederal Governments.” Mr; Vin-
son, from' whose repor®.this quo-
tation is taken, said that “the
time to start hammering out these
policies is now, while the transi-
tion 'is still' young. We agree
with that view. We think that
the hammering should begin.

We agree also with the view
expressed recently by Dr. Harley
L, Lutz, Professor of Public Fi-
nance at Princeton = University,
who observed that if business is
to vuperate successfully “men need
a renewal of confidence that (a)

‘they will be permitted to take||

chances, (b) they will be allowed
to. enjoy the fruits of success, (¢)
long-range commitments will not
bq jeopardized. by monetary  jug-
gling, and (d) government will be
cooperative and encouraging
rather than coldly indifferent or
hostile,”

A‘year ago in its report to the

. Annual Meeting your Committee

said that we could not avoid the
responsibility, either as individual
investment bankers or as mem-
bers of this Association, of doing
all in our power to create an at-
mosphere  in which risk money
can—and will—go to work. That
this should be one of our major
contributions to pcst-war America,
We  reaffirm  that view. And,
since we' believe that the core of
any, program for the revival of
a hgealthy: system: of private en-
terprise is a-correct conception of
tiie functions and place of Gov-
einment, we believe, and we wish
to. emphasize the: view, that this
Association should at all times
work actively for the adoption of
positive policies and for the re-
moval: of unnecessary and bur-
densome  restrictions- which Gov-
ernment  has imposed upon: the
operation of the free . capital
market. . :

"~ Industrial Securities Committee
+~Robert McLean Stewart, Chair-
man; Henry M. Bateman, William
Fred ' M.
Louis J. Cross, W. Sydnor Gil-

breath,.Jr., Perry E..Hall, Hubert:

W.  Lofft, Maynard H, Murch,

' James - Parker Nolan, Walter A.

ditized for FRASER
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management  or labor not living
up to their contractual obligations
or being unreasonable in their de-
mands. I am a firm believer in
the ability of .our citizens to set-
tle ‘their differences in a demo-
cratic fashion. I for one hope that
government can be kept out of
management-labor disputes: just
as far as possible. During the war
we have. gotten ‘into -the habit of
looking to government to -inter-
vene.  If other- negotiations, fail,
then it'is clearly the 1'esponsibil-
ity of government to step in and
try to settle differences which af-
fect the general life of the nation.
But I hope we can return to rela-
tions between labor and manage-
ment just as fast as possible that
are personal ones and not dictated
by government action. I firmly
believe that only»ﬁin this way: can

we achieve labor-management re-
lations: that .are built on a solid,
lasting and permanent foundation.

“The danger at the present time
is that there may be some legis-
lation that is too drastic in one
waysor the cther. We tend to be-
come hysterical. I believe that the
present difficulties are the hang-
over of the war and that ulti~
mately, when the hangover has
cleared away, better and  more
lasting relations can be:. estab-
lished and, ‘I hope, without: too
much’ qovernmmt mterference or

regulation.”

Finally, he said, “The interna- |-

tional problems will become closer
to all of us and to our system of
living in this country because the
world has become so much small-
er. They will affect your business
more than beiore the war, We

NEW YORK

A G Becker & Co.

INCORPORATED

.| ESTABLISHED 1893

Corporate and Municipal Bonds
~ Commercial Paper

Investment Stocks

+ CHICAGO

Inyestment Banking for over Fifty Years o

must be everlastingly sure of our

security, but we:must remember
that our happiness and our secu-
rity depend on- our: sympathetic

understanding and our relation-
ship with the world. Your inter-
national relationships must as-
sume.this character.”

it
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. The Government I.ooks fo Investment Bankers

(Conitnued from page 2724)
have more than tripled since the
beginning of the war years, and
now stand at nearly one hundred
and fifty billion dollars.

Adniinistration’s 'Attitude on
Restraints
As important a factor as any
of those previously mentioned,
which go to make up the out-
standing opportunity that exists
today for investment bankers, is
the . Administration’s attitude to-
ward the Government’s wartime
restraints. The Administration be-
lieves that an economy free from
these restraints is ‘the best pos-
sible economy for the American
| people. The policy of lifting war-
' time controls as rapidly as is pru-
“dent is guided by the belief that
i such a system is the one desired
+ by the American people, and the
one that they are determined to
~"have, ;

That guiding principle also dié-
states ‘our actions in getting the
sGovernment out -of business—in
,turning business activities back to
‘the businessmen as rapidly as pos-

sible, ¢

The bankers of this country can
do more than any other group of
private citizens to assist the Gov-
ernment in- getting out of busi-
ness.. The commercial banker has
avery real concern with this sub-
jet, but I believe that the invest-
ment banker has:the paramount
interest in aiding business to ex-
pand to the degree that will be
necessary if we are to have the
high production and high con-
sumption levels that are desired.

With opportunity there goes an
accompanying responsibility, and
the greater the opportunity, the
greater the  responsibility. We
would do well to consider some
of the responsibilities that are
properly yours. o

A primary obligation of the in-
vestment bankers will be to pro-
vide new venture capital. You
have, of course, given this subject
careful consideration, and you are,
no doubt, already  cognizant of
where your opportunities are to
Pe found. I believe that your con-
ribution to a greater America, in
this regard, is limited only by the

ability ‘and vision of the invest-
ment bankers. v
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. Another field to. which attention
should be given . is the financing
of small business. I know that you
have already considered .the pos-
sibilities ‘of long-range financing
of small business and, even though
it will not be easy to-find the cor-
rect solution, yet the need for such
a program and the profit inferent
in such business is such that I
feel that it will pay dividends to
continue your efforts in this, di-
Tection. It may be further neces-
sary to =develop ‘a: number . of
methods to fit a variety of local
or:generic conditions, ’

It.is possible that community
financing ‘ of local : projects with
the participation and. guidance of
commercial banking firms may be
feasible. I have read the report
of. your Small ‘Business Commit-
tee on this subject, and I com-
mend the Committee for its ex-
haustive investigation and its able
report. I receive the impression
from it ‘that there is a clear un-
derstanding of the importance of
this subject, and 'that it is the in-
tention ‘of the Committee to con-
tinue its efforts.

Financi&x}g‘ “Decentralization”

A similar type of endeavor, and
one on a° larger scale, is the fi-
nancing of new productive enter-
prises in less industrialized states,
often described by the catch-all
word ‘‘decentralization.”’ The es-
tablishment of manufacturing
plants in non-industrial regions
should prove to be a benefit to
the national economy of our coun-
try. During the war, the Govern-
ment built numerous plantsin such
areas{for the primary purpose of
wartime security.

These plants
labor, merchants and cocmmunity
enterprises and  they -may  welil
prove to be’'an attraction to capi-
tal as well., Such a development
has. the additional merit that it
makes ‘for wider markets for
products of every sort because of
improved: living standards and
improved . industrial payrolls  in
many states.  Perhaps we’should
consider also, that in an atomic
age such as this, the survival of
a nation may depend upon the
decentralization of its industry.

Checking Inflation

Another responsibility involves
the part: that youi can take in
checking inflation: Aside from
the damage to the national econ-
omy, unchecked  inflation would
hurt investment banking as much
as any other sector of our econ-
omy. I believe that investment
banking may prove to be one of
the major checks to inflation. = If
the tremendous savings ' in the
hands of the people can be large-
ly applied to the purchase of new
securities, they will cease to pre-
sent ‘a-threat of inflation.

I'am told that the great major-
ity of our people plan to buy goods
out of current income or by in-
stallments payable out of future
income, ‘For the most part, sav-

ings are regarded as being avail- |

able for some major investment,
such ‘as a home or:an education,
but are not likely to be consid-
ered for the™purchase of consumer
goods. Investment. bankers can
siphon off a substantial part of the
tremendous purchasing power in
this country by offering sound se-
curities of moderate yield to, the
public, 4
Foreign Financing

I would be remiss in my duty
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',have attracted v;/erc I not to touchl upron the

prospect for renewed and soufid-
er foreign financing. There isToom
in -this field for great develop-
ment and noteworthy accomplish-
ment. During the war years, we
financed the United Natlons
through Land-Lease and we.are
assisting them now' through,
UNRRA. 'Just recently; the Con-
gress enlarged the scope of the
Export-Import . Bank *-whichal=
ready has made a number of loans
of consequence to fnendly coun-
trles

The Congress also has approved

a%::u' participation in‘the Bretton

oods Agreements; and I have no
doubt that other nations will soon
implement such.agreements and
give the green light to the Inter~
national Bank. for Reconstruction,
and. Development, and the Inter-

national ‘Monetary = Fund. You '
will probably. be called upon.to-

place in this country a substan<
tial amount -of securities guaran-
teed by the new World Bank,

I am particularly mterested ine

the future program of the Export-
Import Bank. It is distinetly and
definitely “‘ours.” ‘The loans made
by the Bank are loans-of - the
United States, and it will lend on-
ly to those who intend to buy ‘our
goods and only when the plospect
of repayment seems. clear, @

Another ‘consideration of im=
portance, and one with which you
are undoubtedly acquainted, ‘is
that .the Export-Import Bank ‘be~
lieves that it should make ‘for=
eign ‘loans only when prlvatev
banking cannot serve,

The Bank expects commercial
banks to be the primary lenders
of funds abroad—and it has in=
vited close collaboration on every
project of this sort. The Bank also
is ready to sell paper, previously
acquired, to private lenders. The
Export-Import Bank desires the
cooperation of investment bank-
ers in the foreign lending fleld.

It may well be that your- prm-
cipal foreign activity as. invest-
ment bankers will be.in the field
of corporate rather than govern~
ment finance, although I feel sure

]

that there will be business of both = §

types.- Whatever the type of for=-
eign loan, I am ' confident tihat
there will be assurances: of the
borrowers’ ability . to service the
debt and that the dollars needed
for that purpose will be generated
by the increased trade that will
result. I cannot conceive that any
other sort -of lending will prove
attractive to you as investment

opportunities for your customers, -

Our private investments abroad
must be thoroughly business-like
in. character and. the standards
applying in the financing of cor=
porations and municipalities in
this country, for instance, should
apply with ‘equal force to our
loans to foreign: political bodies
and enterprises.. We, in Washing-
ton, want and expect investment
banking to  play ‘an . important
part in the days ahead. 4

In:conclusion, I consider it fit-'

ting to express the Government’s
gratitude for the time and effort
your association and your individ~

ual members have given to the.

War' and ~Victory . Bond Drives,
Your services were given in.a
spirit of patriotism and high pub-
lic responsibility without thought
of reward or favor, and the prob-

lems of the war years were met .

with courage and intelligence, -1
have the firm conviction that you
will meet the problems of peace
with the same spirit and with the
same success... . . .. 2 e
LS * 2y

Previous to the above address;
Mr. Snyder spoke before the Na«
tional Marketing Forum in New
York City, Nov. 26. In this.ad-
dress, in addition to referring to

and ‘defending: peacetime. - price
- controls Mr:. Snyder- reported:on

‘the progress. of reconversion: to
' eivilian’production as follows::

Actually, the progress thab lS-
,bemg made in production is not

generally known.to the public. As

a matter of fact, the physical re~

conversion of the plants that were

gitized for FRASER
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in-operation -before the war: has
been 85% to 90% completed—and,
as you know, thousands of plants
were making for war what ‘they
would ordinarily ‘be making  for
peace, except for patterns; pack-
aging, etc. These plants were
ready 'to go right into production
for post-war markets. e

"New .industries and ‘expansiony
of some of the ‘old ones are- tak-
“ing a little longer ‘time, but real

_‘progress is beiig made. "

we “learn of - in-

- ‘Every .day, )
for: the  public

‘ereased - output
“trade.

There are other indexes . that
‘promise well for the future. Let’s
look at the trend in steel produc-

tion, freight car loadings and the
volume of electric current.

Steel - first.. Steel: ‘is, produced

only to.fill orders. Now that war
orders are dwindling, an upwar.d
-trend in steel ingot production:is
a: definite index  that foreshadr
ows an early increase in peace-
.time consumer goods. :
. ./After Japan surrendered,: there
~was a drop in steel ingot produc-
‘tion to about 60% of capacity. By
.early October. output had moved
_up again to about 80%. of capa-
city, and the trend continues up-
ward, . ;
.(Next, freight = car . loadings.
There, too, the trend is upward.
The. big dip that followed the
capitulation of - Japan' has been
succeeded by an increase, an up-
trend that means the wheels of
business are ‘turning. The same
thing is true of -electric. power
production. It is worth noting that
since VJ-Day, power output has
been running only about 8% be-
low the peaks of the last six
‘months. v ;
. .These are signs of increasing
production—signs that goods will
be in your hands before long.
There are also signs that the fin-
jished articles already are start-
‘ing on their way to fill up the
‘bare shelves in the market places.
'The trends in the, vital metal-
working trades are a case in point.
manufacturers
‘make motor vehicles, mining ma-
chinery, textile machinery, plumb-
ing and heating equipment, stoves,
ranges, furnaces, clocks, watches,

radios, farm machinery, tractors, [

‘office and store machines - and
many other articles. These are ar-
ticles that distributors are eager
to’ sell, and that 'consumers are
edger to buy. _
Recently - the Civilian Produc-
tion Administration asked manu-
facturers: in . the metal-working
trades about prospects for ship-
ment of finished articles to- the
markets. Summed" up, these Te-
ports show 'that manufacturing
activity in  the - metal-working
trades is moving forward rapidly.

. Some gains in shipments were ex-

pected by December: By the mid-
“dle of next year, shipments from
“these firms are expected to be two

and ' a half times ‘the 1939 rate.

Many forecast a further rise.in

shipments for the last six months

¢ of 1946.

This is the kind of produc_tion
otential that will make distribu-
tion more important than ever be-
fore as this country’ moves. for-
- ward ‘through the -reconversion
“ period. For there is going to be
more to market in tomorrow’s
“world than there:has ever been
before. Today, it is merely being
“matter of fact to say that Amer-
" jean industry and agriculture and
“Jabor have outproduced the world.
" American industry_ and’ busi-
iness has emerged from the war
‘ knowing' more than ever pefore
“about how to produce efficiently,
' quickly, and cheaply. The release
* of atomic energy and the develop-
“ment of radar have' caught the
. public -imagination. But there

¢

~ _have been developments less spec-

tacular and not so- widely publi-
" cized that will serve -well . in
" peacetime. . Many :hundreds - of
- manufacturers- i
"that.have: beén educated in’ the
_techniques: of ‘working. to -very
“close tolerances.: Metal - working
has been speeded.up by the wide-

- spread . use - of tungsten. carbide

piti
p:/
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have:- work forces |

cutting tools, The eleetronics in-
dustry has made great strides in
developing process ‘control and
inspection operations; "
* There have been great advances
in fabtication techniques and vol-
ume - of -production in the light
‘metals industries, Experiments to
develop substitutes  for scarce
items have led to the introduction
of what are in many cases super-
ior .raw materials—plywood and
plastics. for example, s
Advance in textile manufacture
has been noteworthy. During the
war the textile industry learned
to make new fabrics and to con-
trol quality beyond anything pre-
viously known. Take wool socks,
for example. Twenty-five 'per
cent shrinkage ‘was usual before
the war,. but. socks have been
made for military use.that shrink
only 5%. : ;
Advances have not been con-
fined to business  and . industry
alone, of course. American farm-
ers-are . geared now . to_produce
30 to. 35% more than they did be-
fore the war. During the war the
productivity of agricultural labor
increased  about '16%. Moreover,

improvements in agricultural

» ] . - ] .

Railroad Committee Notes Further Credit Gains

‘ "y (Continued from page 2727) g :
‘ty ‘may turn out to be one of the
most effective arguments in favor
of establishing a sound adjustment
between railroad = freight = rates |
and the general price level.
~‘In‘the meantime the continued
improvement “in ' railroad - credit
would seem clearlyto register in-
vestor confidence in the funda-

in the 1930’s on account of the
unparalleled = resources in ' cash
and. working capital of practically
every . railroad. . From certain
angles, the' financial. strength of
the railroads. today will tend to
delay a sound readjustment be-
cause ‘the railroads are prepared
?st'never befere to live off. their
at,. Bl ’
While a prolonged period of bad
earnings, ‘therefore,  should pro-
duce no credit crisis it would un-
doubtedly have an-effect on'rail-
road expenditures for moderniza-
tion and improvements and. thus
prevent the railroads from taking
their proper part in the restora-
tion of a high level of economic
activity. It may be that a recog-
nition of the improvement of rail-
road earning power as a factor in
general employment and prosper-

technology ‘are 'also ' going for-
ward. The recital of increased
production ' potential is almost
endless. Americans in field, shop
and - factory  can  produce. more
goods today than ever before.

mental jmportance of our rail-
roads in the field of domestic
transportation, - i o

" Railroad Securities Committee
-~Fairman ‘R. Dick, .. Chairman;
Pierpont V. Davis, W, Lloyd Fish-
er, Rowland -H. George, A.
Northey ‘Jones, Arthur Knies,
John' S. Loomis, Robert G. Rowe,
Percy M. Stewart, Henry S. Stur-
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- What' s Ahead for Investment Banking?

(Continued from page 2723)
position he may lose sight of the
picture“as a whole. Capital and
business want lower taxes, less re-
straints, more profits. Labor wants
higher wages. Politicians want
pleased and happy voters. Quick
and easy profits are giving inves-
tors an unhealthy flush. Adver-
tisements “This is a speculation”
seem to do the trick, Everyone

goes along with the crowd. There
is danger in this situation. The
storm signals are out. Inflation
feeds on appeasement,

Strangely, fears for the future
run in two directions. Some ex+
press concern over deflationary
tendencies just around the corner.
Now it's-.true  we may get ‘the
mumps next fall, but right now
we are. exposed to measles—and

.
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this is our present problem. Let’s
get over the measles and then
take on the mumps.

The following points relate to
inflation remedies:

(a) For 150 years the best in-
vestment in. the world has: been
a U. S. Government Bond—the
purchase of war bonds by “indi-
viduals is an-opportunity for the
invesior and a cure for inflation.

(b) Inflation cannot . flourish
where production is great. If we
can eliminate work stoppages and
get our plants into full opera-
tion the inflation problem will be
solved. A :

(¢) The average banker is afraid
to mention labor for fear he will
get his ears pinned back, but now
is the time for every man to speak
his piece. We all stand to win or
lose. This country . has the most
effective laboring man "in .the
world.. No one can ‘deny it. He
produces more, deserves more, and
is a better all-around citizen than
his counterpart in any other coun-
try on' the: globe. But he should
look inflation squarely in the eye
because. he stands to lose just
like everyone else, Actual weeks
ly -earnings have_ about doubled
since 1939. Real weekly earnings
have 'advanced about 50% during
that time. Inflation can destroy
those gains.

In suggesting the responsibility
of labor towards inflation busi-
nessmen should not forget higher
executive salaries don’t set well
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CENTRAL 5775

John J, O’Brien I . ¢

JOHN J. OBRIEN & CO.:
Merﬁbers !
New York Stock Exchange
New York Curb (Associate)
N. Y. Coffee & Sugar Exchange

Chicago Stock Exchange
Chicago ‘Board 'of  Trade

PARTNERS
Evans Spalding »
Albert J. Payne -e - Julian A, Acosta, Ltd.

it <

W

with reduced wages. Serenity is
the - most..important - thing in a
family or in a nation. Everyone
likes to see the other fellow do
his part, but right now holding
the line against inflation and pay-
ing off .the public’' debt are the
two pressing financial problems.
Capital, harassed as it is with
taxes, .must take the rap and
whittle ' down: - the = Government,
debt. Labor should pull in..its
horns on wages and get some
goods on the shelves or the take-
home pay won’t buy a thimble-
full. Appeasing everyone defrauds
everyone, especially those - who
live on wages or fixed income.

Solvency and Thrift in
Government

Our public debt is now 263 bil-
lions, By July 1, 1947, it prob-
ably ‘will reach" 300 billions. All
sorts of things can be done with
budget figures but the danger
point to wateh in this country is
the over-all size of the public
debt and the will to pay it. There
are -85 million  bond - buyers ' in
this country. If we are to keep
faith ‘with them and remain sol-
vent,” the matter of a balanced
budget must get past the talking
stage.” We " have had an “unbal-
anced budget - since the second
year of the Hoover administra-
tion. Even conservative economists
are talking now: in terms of bal-
ancing. the budget in:cycles, Hu-
man nature being what it is, cy-
cles may mean “Never.” Our pres-
ent unhealthy trend has been so
long with us we think of it as
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normal, For 15 years. we have
been passing from one emergency
to another. The Secretary of the
Treasury who really reverses the
trend will occupy a place in his-
tory with Alexander Hamilton, He
will need the will to pay among
the voters, He will need a Con-
gress which can say.“No" to pres-
sure groups and increased expen-
ditures. . The debt-cutters - must
beat the tax-spenders to' it. Thrift
and S(_)lvrncy in Government will
cure inflation and solve our ' fi-
nancial woes." b2

SEC g
. It is -assumed our SEC friends
in Philadelphia will soon be mov-
ing back to Washington. Most of-
ficials like to be near headquar-
ters. We know people want some-
one to ride herd on us. That.is
0.K,, but wherever those herds-
men. may be we wish Congress
would take time off and look .at
what has happened in 12 years to
the flow of investment capital in
this country. Certain changes are
badly needed and especially in
our registration procedure. . -
Why is it small business wants”
and gets exemption from the reg-
istration regulations? Why do the
big banks, the big insurance com-
panies, the big buyers, and the big
sellers of securities want and get
exemption? Why is there talk that
foreign securities should be' éx~
empted? The answer is: People in-
stinctively avoid red tape, delays
and bottlenecks. Private place-
ment has become the easy road
around. Big buyers and big sellers
get together and by-pass the pres-
ent over-complicated registration -
procedure. Starting at almost zero,
private placement has mounted
and mounted until in 1945 it will
reach nearly half of all financing.
In dealing with matters affect-
ing ‘the fate of nations, Churchill
is! alleged to have ‘said; “Put it
om one page.” Yet we are required
to reach Mr. Average Citizen with
sales prospectuses one inch thick
and a foot long. No investor liv-
ing or dead has. ever read one.
A Churchill should rise up in Con~
gress or in the SEC. and say

“Put it on one page.” Getting "1

private capital back to work is.a
big job. There are 85 million in-
vestors in this country. To reach
them we must eliminate red tape,
bottlenecks, and the reams of fine
print which even: the Philadel-
phia lawyers never read,

Skimming the Cream

The 1929 experience left many
scars. It scared the daylights ouf
of people about investments and
drove this country into a ‘risk-
less economy.” Everyone ran to
the Government for help. Bank-
ers .swore a mighty  oath ‘they
would not take chances with their
own capital ‘or’ that of anyore
else, so help them. They made .a
firm resolve never to permit the
banking machinery to again be-
come a gambling device. '

It may well be we have gone
too far in another direction. There
is a tendency. on the part of the
most experienced men in financial
circles to get in.a storm. celldr
and pull the cellar in after them.

Skimming the cream may ap-
pear a safe and pleasant occupa-
tion—something like shooting
mackerel in a barrel. It may look
like sure profits on safe deals,
but something must be added if

the vast reservoir of idle capital - |
in this country is to be put to *

work properly. The man of to-
morrow is the one who does soméL-
thing about calculated risks.
It has been suggested banking
needs more capital. That is no
doubt true for both  investment
and deposit banking. The ratio
between capital and deposits needs
strengthening. Deposit banks have
no more capital niow with 150
billions of deposits than they ha__d
in 1929 with 59 billions of de-
posits. ‘Investment ba_nkers may
have enough capital for their
present volume but if they axfe
to meet the needs of the future
more. capital will be required.:
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Foreign Finance o
" .. "'The issue in"the field of foreign
finance is ‘clear, Some insist we
should attempt to maintain in this
- country a flaming economy inde-
pendent of foreign nations. Others
say it can’t be done that .way.
They believe: we Jmust. send. our
dollars abroad just as we sent our
"soldiers abroad. No other : finan-
cial subject will be more. vigor-
ously debated . in' the ~.months
-".ahead, | . R el By
- “For background ~we have.‘the
. depressing losses. encountéred ‘on
foreign' loans:of the 20’s, “Amer-
. ican investors ‘are inclined to the
.dismal yiew. . In recalling the mis-
- “1akes of . the past,.the’ following
points stand out: Tl

“~(a) :Lenders. ‘courted the bor-
_rowers, an unwholesome and' un-
natural business.: More loans were
made than: were" really needed -or
~'in many cases .wanted by respon-

" sible people. in affected -countries.’

‘Plunging peoplé further:into debt
did not’ provide ‘the answer.
“"(b) Interest rates’ were high;
. ‘the pay-off was not well ar-
ranged. ;
 Le) When the ' going became
hard, borrowing = countries ‘de=
faulted and instead of' servicing
their debts used the money to buy
back their bonds at'a few cents
.on the dollar. ‘

As a result, many original in-|:

vestors got out or-were forced
out at the 'bottom. They really
took it on the chin. .

When we consider the Bretton
Woods Plan, the program for the
Export-Import © Bank; loans to

Britain - and  -othér =~ countries —

“'things already 'in motion — ‘the
total credits may reach, or even
exceed, 20  billions. . The " die is
cast. ‘We are no longer financially
isolationist. England, the princi-
pal international banker since the
time of Queen Elizabeth, ‘is ro
Jonger able to carry on in that
vole. . Uncle Sam is slepping icto
John Bull’s shoes, fortined wita
little experience and'that mos.dy
bad, plagued with an “inf21io 1ty
complex, and exhibiting hinZ.ls
"as a  reluctant’ and somewhat
sulky leader pushed in to head
the procession.

. 'This country is in much the po-
sition of 'a’ strong bank in a fi-
nancial crisis; The first. impuls2
is to say “Let the weak banks
;fail. . It serves them right.” When
! disaster comes closer and closer,
‘the strong bank begins to fear for
"its own safety. It starts propping
‘up. situations here andthereto
‘safeguard its own house. 'Credit
js rationed . at_one point' and
another, but always with some
'strings “tied ' to it. These strings
are intended to protect the lender
and to help the community,
~"In our .present situation what
needs to be propped up first? We

- all know the answer. It is Eng-|.

land. The need is large and im-
portant. - It is better, to have a
strong ally than a weak: one. As
‘bankers, however, we well know
.the time to get the collateral, and

to tie the strings, is before, not
after, “the loan ‘is made. A plan
for helping 'England “is' taking
shape.” Some of the major features
are indicated.

‘Now ' is the time to ‘be com-

‘pletely  unemotional about this

thing. We must be sympathetic
but sensible.” -In charting -our
course for ‘intcrnational finance,
we should’ remember: :
(a) We do not have unlimited
funds,: but,.on the other - hand,
there |is %o ‘marble game if  one
boy has ‘all the marbles: :
“(h):; Well ‘never be paid " back
unless ~ we- are’” willing “to. buy

from  abroad. " b S
i (¢) Right ‘now foreign lending
is too: risky ‘business’ for individ-
ual- investors, “Rubber ~may. save
the world, but -the fact ‘will not
nourish the investor who loses the
money’ ‘he 'puts into a rubber
plantation: ' For the present our
Government must assume most of
the risks. - .- Nl

(d). Foreign  finance, however,
is not just.a job for the “do good-
ers.”.  Businessmen ~and = bankers
should .be permitted ‘to: look at
the picture. Up to now the Gov-
ernment has shown a disposition
to have private showing for tech-
nicians only.As time passes, and
conditions stabilize, foreign busi-
ness should get back more‘and
more into private hands. :
(e) Stakes are tremendous in
foreign finance, but the rewards
¢an be truly great.  Make no mis-
take: Multilateral trade. among

‘range . forecasting.

nations and . stabilized currencies
point to the paths of peace.

.. Future in Banking
No' year is complete unless
someone twists the tail of bank-
ing. It is interesting to speculate

'on what may happen next. When-

ever there is a lull, it is a safe
bet someone will try for the head-
lines. Rumor has it there is one
more investigation - left in; the
barrel, to go back 25 years in.the
relation between business and fi=
nance.  Business ‘being already

numb from filling out blanks can |

no ‘doubt. survive.’ The advice of

ahead. Thke years before us should
be exceedingly busy ones, inter~
esting and profitable for all of us.

There is no bomb-proof theory
of inyestment. On the other hand,
timidity is not a synonym for

caution. The wise man or the
wise institution is .the one that
weighs the chances 2nd decides -
accordingly. - It s that policy
which wins battles, . and .wins
wars., '

L/

1943-44-45

bankers. has not: been sought, but |

if we were permitted one thought
it ‘would be: “We do not fear in-

-vestigation. but let’s'be construc-

tive -and. concentrate on.the job
of“ today and tomorrow.”
‘Eyeryone shies'away from long
Most - other
nations, including ‘England, have
been ‘moving to the left, some
very rapidly.” Business as we
know-it is having a rather lone-
some time- in’ the . world. Still,
our . system has worked best  in
the  past and’ we " think it will
work in the future irrespective of
what other countries do. -
Investment banking never had
more good cards: to play—never
had greater opportunities—never
had the field of venture' capital
more ‘completely to itself. ' There
seems to be a period of turbulent
but expanding ' private business
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(Continued from page 2698)
has increased the cost to the cus-~
tomer has onsistently 'gone
downward, both through rate re-

ductions and the operation of step-

rates. The mythical average cus-
tomer in' the . country used -430
kwh. in"1926 at an average cost
to himself ‘of 7¢ per kwh. Last
year. he used 1151 kwh. at an
average cost of 3¢ per kwh. In
a recent 12 months’ period the
usage' reached .the . 1200 'kwh.
mark. Every year since t;us se-
ries of figures was started in 1926
shows higher usage and lower
average cost, as compargd with
the preceding year, with . the
. single exception. of 1933 when the
usage went down only 1 kwh,
- Contrast ‘the downward trend of
the cost of electricity with the
trend of most other items in the
household budget and this stands
out very favorably' indeed. .In-
dustrial and commercial usage of
electricity has been ‘more sensi-
.tive.to the business cycle but~the
long term trends have been the
same. The growth-record with
freedom from serious setbacks in
- depression years has contributed
to a high investment standing for
publie utility securities.

' - The Outlook for Utilities

If I may assume. fairly complete
agrecment that the -past ‘record
isan. impressive one, the next
question is {Where do we go from
here?” - It is especially timely to
raise this question at the moment
when reconversion problems and
post-war markets . are - universal
topics of conversation, ,.In the
first place, -utility companies face
no physical reconversion prob-
lems. True, they have plenty of
readjustments to'make in po}lcles
and programs but not one minute
has to be spent for changing over
‘generating equipment, transmis-
sion lines or other major property
items. ta ;

The industrial business of :the
companies will ‘be reduced " but
much of this has bgen serviced -at
a very small profit. Speaking in
general terms; industrial business
yields only about one-third as
much kwh.' as commercial busi-
ness -and - about -one-fourth ‘as
much  as. domestic - business.. In
some cases companies have been
hard pressed to get back a new
dollar for an.old for the electri-
city they have been selling to war
plants. : it

During the war, appliances have
been off the market and the com-

panies "could-not promote their

domestic and commercial business
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" Bright Prospects for Utility Investments

taggressively. That situation -is
plete change because with the re-
conversion  of industrial enter-
prises, appliances will be on the
market in fairly short order and
most of the utility companies have
definite programs for renewing
sales activities. o .
I have been interested in look-
ing over .a number of surveys,
made by ' people :not connected
with -the " utility industry, as - to
what people. are going to spend
their money for when merchan-
dise .is again -freely. available.
These surveys indicate people
will be in the market for electric
apuliances in a big way. In some
cases the demand may be, for re-
placement but there are a lot of
new -appliances which will bring
brand-new load to the. utility
companies and many of these use
a great deal of electricity. Such
items as ironing: machines, room
coolers, electric bed blankets, and
home freezing units have a very
low saturation now, but will be in
demand and will add: greatly to
the domestic load. Some utility
companies . -predict they: will
double their domestic load in five
years and some say they will in-
crease it 50%. Whatever the per-
centage is, it will be big.

More. Lighting

There are going to be higher
standards of lighting in your
homes  and in -the stores.. ' Inci-
dentally, I would like to dismiss
the fears many people have about
fluorescent lighting. To be sure,
fluorescent bulbs use less. electri-
city than the incandescent bulbs
to produce the same light but the
interesting thing is that the quan-
tity of fluorescent bulbs which
manufacturers expect to sell in
the next few-years for.residential
business, while showing a sub-
stantial percentage increase, still
promises to be only -a very small
fraction of all light bulbs sold.

Street and highway lighting is
another promising ' field~ because
safety promotion programs point
out the need for better lighting.
"The rate of accidents has been cut
down somewhat in daylight hours
but they have been increasing -at

| night due largely to inadequate

lighting of streets.and highways.

Rural electrification is another
field still to be exploited and the
farmer is a much bigger user of
electricity than customers in the
cities. The net increase will be a
big increase in business in  the
domestic and commercial fields.

Labor Expenses |

Daylight 'saving has now- ended
and this will mean a definite pick-

now on the verge of a fairly com-|

up in load. The companies will
have relief from many extraor-
dinary expenses' growing out of
the war. Labor expenses will re-
main high but I want to point out
that the payroll expenses of most
utility companies - represent only
about 15 to 20% of operating rev-
enues, .The price of oil has al-
ready shown a drop and is likely
to decline further. The price of
coal may not come down quickly
but many companies have com-
plained about the quality of coal
they have been getting during the
war-and they will get some relief
if ‘a better quality of coal were
available even if the price does
not come down.

The companies now will be able
to shut down their  high-cost
plants which they have had to
operate to meet peak loads. Fur-
thermore, many companies which
have been unable to get new gen-
erating equipment during the war
now will be able to install it and
new equipment usually brings
down the cost of power. "

I ~should mention. the very
strong financial position in which
the utility companies are today.
There has been a marked reduc-
tion in the ratio of their debt to
operating revenues; in -other
words, they have increased their
business substantially without a
corresponding increase in bonds.
The companies are now charging
much more depreciation than for-
merly and this helps finance con-
struction requirements, .

The SEC have done a great deal
to promote the strengthening of
financial structures. In many re-
spects,- the utility financial struc-
ture of today is, generally speak-
ing, very much stronger than the
typical one.of a few years ago.
Fucthermore, many questionable
practices of the past are now en-
tirely impossible under present
day regulations, ;

Tax Reductions '

Probably one of the outstanding
things to take into consideration
is relief from war-time taxes, es-
pecially the Excess Profits Tax.
Let me warn you that the repeal
of the excess profits tax does not
mean that all the money involved
imrediately becomes available
for stockholders. Income which
has been subject to the E. P. T.
now becomes subject to normal
and. surtaxes. That may seem
eleraentary to some but I have
been surprised to find the errors
people have made in thinking the
excess. profits tax can all be sal-
vaged. Furthermore, in' some
cases it  must be depended upon
to give a cushioning effect for any

.| temporary loss of business. How-

ever, in . a great many cases, at
least, a modest portion of what
had been going into E, P. T. ought

_ HaroLD E. Woop & ComPANY
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to be available for the stockhold- -
ers. Some, companies have been
particularly ‘hard hit: One of the
outstanding examples is Southern
California Edison which, last year,
had' to -appropriate.over 20% of
every dollar of gross for E. P, T.
alone. Pacific Gas & Electric had .
to appropriate 13¢ of every: dollar
while Peoples Gas & light & Coke
set aside 18¢.' To 'mention a few -
of the unlisted' stocks, " Public
Service of Indiana has been earn-
ing - around $2 a share and has
been - setting "aside over $5. for -
E. T." Southwestern® Public
Service has been earning around
$1.85 but has been providing more
for E.- P. T. than it- has been
earning for its stock. In that case,
the company has had non-recur-
ring credits so they have not ac-
tually been. paying the E. P, T.
but have reported earnings in- -
dicating provision necessary with-
out the special savings. Incident—
ally, Southwestern Public Service -
is a .company well worthy of your -
attention . if ~you are  seeking ‘a
company with better than average
growth possibilities. ' Its  proper-
ties are in Texas and eastern New
Mexico where there is a lot more
chance to pick up business than
there is in many other spots.

Public Service of Colorado has
been paying an E. P. T. Of course,
the whole concept. of the Excess
Profits Tax is false, as far as util-
ity companies are concerned, be-
cause . their .rates are regulated
and ‘‘excess profits” is strictly ‘a
misnomer. : .

The Stocks of Operating
Companies

One of -the fruitful fields to
watch .is the break-up of holding
companies and the coming of op-
erating, company stocks (which.
have been previously owned by
the holding companies) into' the
hands of the public for the first
time, I think there lies one of
the outstanding - opportunities of
the next few months, both for
dealers and investors, to make an
honest turn and get a reasonable
profit.

Experience - has shown  that
stocks which come out in this
kind of a  distribution follow a
rather definite cycle.  When the
shares come into the hands of the
public for the first time the name
is unfamiliar and it takes a while
for dealers to work up enthusiasm
and go out and place the shares
with the people who are going
to put them away for long term’
investment. I need only mention
a few ‘names to remind you of
profits which have already been
possible. Such stocks as Phila-
delphia Electric, Public Service of
Colorado, Idaho Power, Delaware
Power & Light, Central Illinois
Electric. & Gas and Empire Dis-
trict Electric are selling for sub-"
stantially ‘'more than. the - prices
at- which they were first avail-
able. Of course, if stock comes
out through rights or by distribu-_

| tion the:chances for immediate

bargains are greater ‘than if the
stocks is sold by competitive bid-
ding. :

Looking ahead there seem to
be a considerable number of these.
new stocks on- the horizon. It
looks. as if Pennsylvania Power
& Light common stock will be
offered to National Power & Light
stockholders for  subscription in
December, and later -on, there:
will be an outright distribution to
the National stockholders. This
Pennsylvania , stock - more ' than:
some others has both positive and
negative features but if these are
weighed and recognized I feel the
stock promises to be attractive at
around the price at which people
are expecting it come out.

Later on, Carolina Power &
Light and Birmingham Electric
will be distributed to the National
stockholders. Columbia Gas &

Electric has a plan which, if ap-
proved, will .call .for Cincinnati:

.Gas & Electric and Dayton Power

& Light common to be offered to
the Columbia stockholders. Both
of these. will be, very. well re-
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ceived and wnll be desirable mer-'

chandlse

.Engineers Public Servxce has
* filed a plan contgnplatmg offer-
ing rights to buy Gulif States Util-
- ities and an outright -distribution
of El Paso Electric and Virginia

:‘ Electric & Power American Light

& Traction: is working on a ‘dis-

. solution ' plan “which will - bring’

- i Michigan .Consolidated ,Gas, ‘Mil-
waukee Gas & Electric and Madi-
", s0on Gas & Electric common' into

' : the ‘ public’s: hands for. the first

time. These ‘dre by no-means: all
.. that.are. coming.but . they repre-
: “sent a fair sample e
¢ ¢ Incidentally, it ‘is possxble to

"¢ anticipate these break-ups. by put-

-+ chasing holdihg ‘company stocks.
-+, 'The 'spread between' the break-up

! . potential: apprecxatnon ‘of - modest |

i N o

“values and the ‘market ‘prices of
hol o:npany Securltles “has

5 'Within about a month Asso-
+'ciated .Gas & Electric bonds  will

- be'exchanged for stock ' of Gen-

- eral - Public' Utilities. Corp., ‘the
+ Buccessor- company in. reorganiza-
- _tion. This stock will -have good
. earnings and will be very attrac-
.tive.-Some day the process may
- be:carried a step further and the
4 shaTes dxstmbuted -al-
mdefmlte at the

moement.’”
¢;'North American Company stock
is a very" attrachve ‘medium- for

. thainvestor wishifig -a° “combin-

“ation’ of good -current return .and

roportions.- The ‘underlying com-

anies ‘in this. picture, like Union
Electrlc .Company . of : Missouri,
Wisconsin- - Electric.-- Power and
Cleveland ~Electric. © Illuminatmg
are among the. best, in-the. busi-
ness.. Middle West Corporation is

~‘ another stock which' appears to

<be selling still below its break-up.
s“value: - ‘Many ' of - the" preferred
stocks of holding companies like
:-American Power & Light, Stand-
ard Gas & Electric,  Common-

, awealth & Southern and others still
sell for less than will probably
‘be ' realized for them  in due
course, -

. The Shares of Holding Companies

. 'The outlook . for some-of"the

-, common; stocks."of holding com-
¢ panies having -preferreds . ahéad
.. of them is not quite so clear cut

. because -ihere. has -been rather

. extravagant speculation in' some |

. of these issues, particularly those
. that come in the low-priced field:
 These should be’ examined there-
fore. with much care. ¢

! "Not all ‘holding. companies ; w1II
¢ break: up and among these United
- Light' & .Power appears to have
. very interesting’ possxbllmes This

‘.- company “will - remain" in -control

. of ‘a.group of :integrated 'proper-

* with the SEC show that when all
- transactions pertaining to integra-
. tion and refinancing have been
;. completed ' ‘this common: stock
. should earn $2.33 per share. How-
- ever, this was based on a-50¢
normal and surtax -estimate artd
. the Lill that passed Congress pro-
:vides for 38%. The . estimate
+ therefore ' should probably be
. nearer - $3: per. share .than: $2.33.
;- Just recently, one part: of the pro-
,~ gram- was 'announced, viz., plans
.-for: refunding "debentures -with
.low rate bank loans and-the stock
i Jumped two - points. . ‘When. plans
are- laid .out as.:clearly ‘as they
ere. in-this: case -it. is-foolish to
'Walt for- the. steps- to; ;happen- bet
-/fore underiaklng buying. " i
iAnother " 'field " ‘which | dealers

o - should not: 0verlook is presentmg
.+ the ‘merits: of public utility ‘equi-

* ties'to institutions and private in-
* yesiorswho have previously bought
brmnarily ;bonds .and’. preferred

3 ,f stocks, “-Many” suchrinvestors ' are

* under pressure: to keep up. their
. income and will welcome the op-
- portunity to put some money to
- avork at 414 % to 5% if they fully
{ appreciate the underlying strength
. and quality of these stocks. Banks
~with trust accounts .are getting
_increasingly interested .in- these
stocks and dealers could -get this

“Sno
- Enyder;Jack B. .
Snyder,; John'W:

< ties'in .the the middle west. Pro- -Tc,reasev
» forma ‘earnings filed as an exhibit |
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business and do their institutional
clients a favor if they would sit
down- with them and.show'them
just what these. stocks have to
offer.

Obviously, you: want to ta]k
about- - the - better ~known :and

- higher-grade stocks; such as Com-

monwealth Edison, Southern Cali-
fornia Edison, Pacific Gas & Elec=
trie, Ameucan Gas & Electric, and
Delaware Power & Light to men=

' tion only a few,

You’ cannot be indiscriminate
in- these .recommendations.. For

.example,’] have been consistently
. suggesting ' the  sale + of Consoli-
' dated Edison of . New  York .in
' favor - of  more promising - situa--
' tions “because ' this company.--has

been unable to show “much in-
in  its . earnings, . before

Federal taxes. If a company can-
not do this, it does not speak well
for its vitality.

While they are not appropriate
for institutional. . purchase, * the
stocks of “many small operating

-companies - have *a  great. deal of:

promise and I. would urge you'
never to :pass- up - a situation:
merely because -of size. 'I have,
been familiar. with a lot of small/
operating - companies . and have’
great respect for the management
which many of them enjoy.

- .Summarizing,- I .would.say that
the utility picture is one thch
deserves -very careful study and:
consideration on the part of both:
the dealers-and the investing pub-;

dic -and I.think the field has real

promise ‘in' the months wl’nch lie:
]uSt ahead. ; i
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