
'DU3r«Lira:

LIBRARY

If MIW 1 0 134S:-. ' .

1n 2 Sections-Section 1Edition ESTABLISHED OVER 100 YEARS

Reg. U. S. Pat. Office

Volume 163 Number 4488 New York, N. Y., Thursday, May 9, 1946

Financial Problems-
Domestic and Foreign

The Control of Inflation

By PAUL EINZIG

London observer calls attention to

British public's changed attitude
towardAnglo-American Loan Agree¬
ment arising from delay of Con¬
gressional approval and attacks on

Paul Einzig P'0*"1 BrMsh
gold reserve

and action is being delayed by
British in restoring multilateralism.
^LONDON, ENG.—The optimism
f^at^f>now6d-ihe passage of the
Loan Agreement by the Sen¬
ate Banking Comrliittee has now

given way to a renewed wave of
pessimism, owing to the unex¬
pectedly stiff opposition encoun¬
tered in the Senate. The possi¬
bility of a rejection, or of further
considerable delay, is now envis¬
aged once more in official quar¬
ters. The sharp attack directed
against Britain by some Senators

(Continued on page 2529)

Managing the Debt
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Trading Market* in:
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Security Council Desperately Seeking Compromise
By A. WILFRED MAY

At United States' suggestion, Soviet rebuff is accepted and further action regard¬
ing Soviet-Iranian situation is delayed until May 20. Problems involving Pales¬
tine and the Veto power constitute new hurdles.
HUNTER COLLEGE, NEW YORK, May 8—Reflecting a desperate desire to gain

some surcease from the acute political crises besetting the world, the United States today
led the way to a respite in the UN-Soviet-Iran controversy. For this purpose Mr. Stet-
tinius read a prepared resolution, which to many observers appeared as the quintessence
of appeasement, as well as typical of the State Depaitment's tendency of alternately blow¬
ing hot and cold.

The American resolution in effect overlooked the flouting of the Council contained in
the Soviet's non-reply to its request for information and in Mr. Gromyko's significantly
empty chair at the Council table. As an excuse for requesting another reply from the
Iranian Government—and that only by May 20—in lieu of taking some immediate Council
action, Mr. 4>-
Stettinius
cited "commu¬
nication diffi¬
culties" in that

part of the
world. But

why 14 days I
grace is nec¬

essary to de-
t e r m i n e

whether for¬

eign troops
are on one's
own sovereign
soil, is not
clear. It was

only a month A. Wilfred May
ago that Mr.
Byrnes insisted on closing the
door against an extra 24 hours in
awaiting an answer to a Council
query to the Soviet and Iran. Nor
is it comprehensible why the very
fact that such information is not

immediately procurable, should be
disregarded as one of the relevant
facts in the situation.

If it had not been for Peter

Hasluck, who has taken the place
of Col. Hodgson as Australia's
delegate, no discussion whatever
would have taken place of the

possible implications of the Sovi¬
et's attitude toward the Council.

(Continued on page 2546)
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Guaranty Co.
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New York Stock Exchange
New York Curb Exchange
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Tel. REctor 2-7815

Fund and Bank Developments
By HERBERT M. BRATTER

First meeting of Fund's directors held in temporary quarters on

May 6, Camille Gutt appointed General Manager. White state¬
ment calling attention to pioneering perplexities. Actual operation
of Fund still subject to delays.. Secretary Vinson expresses gratifi¬
cation with progress. Executive directors of Bank meet, though
appointment of its President is delayed.
The first meeting of the executive directors of the World Fund

was held in the Fund's temporary quarters in the Washington Hotel
on May 6 at 11 a.m. After the
meeting those who attended it
were the luncheon guests of
Harry D. White, American ex¬
ecutive director.

At the business meeting Mr.
Camille Gutt of Belgium was
chosen as general manager of
the Fund, following his nomina¬
tion by Mr. White. It was stated
that Mr. Gutt would not take
over his new job until his suc¬
cessor has been named. This it
was said would be within a few

days. Meanwhile, Mr. Gutt con¬
tinues to act as Belgium's exec¬
utive director of the Fund and

Herbert M. Bratter the Bank. For these two nposts
Mr. Gutt's alternate is Mr. 'L. A.

Goffin, Counsellor of the Belgian Embassy in Washington.
The alternate of Mr. Bruins of the Netherlands on the Fund is

Mr. D. Crena de longh. Both at-<8>-
tended the initial meeting of
May 6.

Similarly, Britain's executive
director of the Fund was accom¬

panied to the opening meeting by
his alternate, Mr. A. P. Graffty-
Smith, Assistant Chief Cashier of
the Bank of England.
In the absence of Mr. Mendes-

France, the seat of France was oc¬

cupied by Mr. Jean de Largen-
taye, the temporary alternate.
Mr. Joshi, India's executive di¬

rector of the Fund, was accom¬

panied by his alternate, Mr. Sun-

daresan, who is his country's ex-

Camille Gutt

We Maintain Active Markets in U. S. FUNDS for
ABITIBI POWER & PAPER, Common & Preferred

BROWN COMPANY, Common & Preferred
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J-G White & Company
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ecutive director of the Bank. In

that institution Mr. Joshi acts as

alternate.

Mr. Santos-Filho of Brazil,
elected executive director of the
Fund by the combined votes of a

group of Latin American coun¬

tries, informed the "Chronicle"
that he had chosen as his alternate
Mr. Octavio Bulhoes, a technical
advisor to the Brazilian Ministry
of Finance. Mr. Bulhoes attended

the BW Conference in 1944. when
he was listed as chief of the divi¬
sion of economic and financial

studies of the Ministry.

Unlike the occasional open ses¬

sions at the Bretton Woods and
Savannah meetings, the Fund ex¬
ecutive directors do their busi¬
ness entirely in executive session.
Following the initial meeting on

May 6 a press conference was

held by Harry D. White, the tem¬

porary chairman of the executive

directors, with Mr. Gutt present
to answer questions. Nearly all
the questions, however, were an¬

swered by Mr. White, even some

directed to Mr. Gutt. Once Mr.

Gutt assumes the post of general
manager, he will be the chairman

(Continued on page 2547)
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How to Put Fedeial Finances
On Sounder Basis

By WILLFORD I. KING

Professor of Economics, New York University

Dr. King points out Government's "easy money policy" is not a
"sound money policy," and that measures should be taken to
remedy the situation. Analyzes proposals for reducing burden of
national debt and removing its inflationary pressure. Concludes
only effective course of action is to pay off a large fraction of debt
to banks as rapidly as feasible. Suggests retiring $40 billions of
bank-held debt by a new bond issue, attractive to individuals and

. institutions.
Now that military expenses are dwindling, and a balanced budget

appears to be in the offing, the Secretary of the Treasury and Federal
~

ReserveBoard * *

officials are

said to be con¬

sidering seri-
ously the
qu es tion of
what ought to
b e t h e Gov-
ernment's

long - term
program for
handling its-
huge debt.
The prob¬

lem has two

interlocking
important
phases, first,
the prospec¬

tive interest burden upon the
Treasury; second, inflation and
the price level.
At present, the average interest

rate on outstanding Federal obli-

Willford I. King:

gations is extremely low. For the
last half of 1945, interest pay¬
ments totaled less than $2 billions
on an average debt of $263 bil¬
lions, the interest rate averaging
only U/2%1 on an annual basis
Since it has been none too easy

to market savings bonds having
nearly double that yield, it is
clear that a 1J/2 % rate has practi¬
cally no connection with that
necessary to get individuals to ac¬
cumulate savings for use by either
private enterprise or government,
instead, it reflects what is euphe¬
mistically referred to as the Gov¬
ernment's "easy-money policy.'
As students of finance are com¬

monly aware, an "easy-money

(Continued on page 2531)

i U. S. Survey of
March 1946, p. 3-17.

Current Business,

The Public Debt
By DANIEL W. BELL*

President, American Security and Trust Ccn, Washington

Former Treasury executive tells of planning of Government issues
so as to diversify ownership and restrict amount available for bank

- purchase. Sees little leeway for further purchase by banks of
eligible bonds that will add to debt "monetization," and little
probability of huge Savings Bond redemptions. Says trend is
away from debt monetization and that with a balanced budget
borrowing from banks will be curtailed. Lauds policy of con¬

tinuing Savings Bond drives and expresses confidence in ability of
Treasury to manage the Public Debt in nation's interest.
It has now been four months since I left the Treasury to become

a banker. My duties as a banker in many respects are similar to
those I had in

the Treasury. I
still watch
the Govern¬
ment bond
market rather

-closely, for
like other
banks Gov¬
ernment secu¬

rities h o 1 d a

prominent
place in our

portfolio. Fur-
t h e r more, I
•continue to be
a s interested
in the policies
•of public debt
management as when it was one
of my jobs to help determine and j
•execute those policies.
While I have changed the label I

on my hat to that of "banker," I I
still seem to view the public debt
•problem about the same as before, i

Because of my interest in the |
subject, I would like to make a j

Daniel W. Bell

few remarks today on public debt
management. I have been amazed
at the amount of material issued
since January 1st on the subject
of Treasury actions in managing
the public debt, and particularly
the avidity with which rumors are
absorbed and passed around about
every little phase of it, and the
effect they have on the Govern¬
ment security market.
I have said on many occasions,

md I want to repeat it now, that
the planning of postwar public
debt management began when
war financing started. Every de-

(Continued on page 2524)

*An address by Mr. Bell before
the Illinois Bankers Association,
St. Louis, Mo., May 3, 1946.
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Boom and the Stock Market
By JAMES F. HUGHES '

Analyst of Auchincloss, Parker and Redpatli '

Mr. Hughes contends bearish implications of current liquidation of
bank investments are grossly underestimated. Traces correlation
of past major booms and depressions with course of credit expan¬
sion and contraction. Warns a further curtailment of debt mone¬

tization should alert us for "a possible major interruption of the
generally accepted postwar boom."

- While the great war and postwar bull stock market was fight¬
ing its way through the fourth quarter (February-April) of its fourth

yearsom

^ i Simm

James F. Hughes

two months. all

thing new was

^being sub-
stracted from
it.. With .very
little warning
the Adminis¬
tration's f i -

nancial lead¬
er s reversed
their critical

field and

started s u fa-

tract i n g
Treasury se¬
curities from

the banking
system. In the
short space of

previous records
for liquidating bank investments
were blasted into insignificance.

Any new financial record de¬
serves some attention. For this

reason,, plus the off-chance that
what has happened may at some
future date prove to have been
more significant than is now gen¬
erally conceded, there is justifica¬
tion for devoting a little time to
the consideration of recent trends
in the investments of the banking
system.
As relevant background for

what has been going on. in bank
investments during the past few
months it is of interest to go back
to a statement made on Jan. 18 by
Chairman Eccles of the Federal
Reserve Board. In announcing the
increase of margin requirements
on stocks to 100% Mr. Eccles em-

(Continued on page 2532)

Briefing the New

NASD directs attention of "New Registrants" to 5% philosophy.
Omits reference to important parts of SEC opinion. Burden of proof
in trade practice cases is net on the defendant. There is no pre¬
sumption that a spread in excess of 5% is ipso facto improper.
Trade customs and usages are a safe yardstick ih fixing the sizes
of spreads and profits. Intelligent leadership needed to erase auto¬
cratic and restrictive attempts by administrative bodies to control
spreads and profits.

In the most recent issue of the "NASD News," there is
an article bearing the title "New Registrants."

It would be interesting to know who is its author.
The masthead indicates the issue is published "under

supervision of the Public Relations Committee for the Board
of Governors."

Our interest in authorship stems from our unwillingness
to believe that all of the Governors have seen this article.

By "seen," of course, in this instance, we mean approved
before publication.

After pointing out that there are now some 22,000 sales¬
men, traders and others who are "registered representa¬
tives," the article proceeds to brief these men and instruct

(Continued on page 2541)
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The Budget and
Fiscal Policy

By BEARDSLEY RUML*

Chairman, Federal Reserve Bank of New York
*

Chairman of R. II. Macy & Co.

Mr. Ruml points out confusion in interpretations of "a balanced
budget/' and states problems of budget balancing are not only
financial but economic in scope. Holds a budget should comprise
an over-all fiscal policy, which would include not only expenditure
policy but tax, borrowing and general economic policy as well. Says
budget balancing in an economic sense must take into account its
effect on private economy, particularly in the matters of inflation
and deflation and a high level of employment with a steady flow of
purchasing power. Concludes that "there is need to consider the
balanced budget as a part of national fiscal policy as it relates to
maintaining a condition of prosperity."
I believe that it can be safely predicted that during the next few

years we are going to have a considerable amount of discussion on the
subject of
balancing the
federal
budget. As I
recall it, there
was a good
deal of dis¬
cussion of this

subject in the
years preced-
i n g World
War II, and I
do not believe
that the mat¬
ter was set¬

tled to every¬
one's complete
satisfac¬
tion. Accord¬

ingly, we shall probably begin
debating the matter about where
we left off, with two important
differences, namely, that the na¬
tional debt is about six times what
it was then and the interest rate
is somewhat lower.
From one point of view it is

surprising that the balancing of
the federal budget should be a de¬
batable issue at all. This is one of

the few objectives of national pol¬
icy on which there is widespread

Beardsley Ruml

popular agreement. People in all
walks of life, in all parts of the
country, in the cities and on the
farms, without regard to political
party, want the budget balanced.
I suspect that an overwhelming
majority want the budget kept in
balance on a year-to-year basis,
although a considerable number
would be prepared to work the
balancing out over more than one

year.
To achieve this objective of a

balanced federal budget, the peo¬
ple are prepared to make heavy
sacrifice; in paying taxes and in
omitting Federal expenditures for
purposes that would be agreeable
and beneficial.
This popular demand for a bal¬

anced budget springs from a
sound instinct. People feel that a
balanced budget is the sign of a

healthy economy. They well know
that for themselves personally it

(Continued on page 2536)

*An address by Mr. Ruml be¬
fore the Delaware Bankers As¬

sociation, Wilmington, Del., May
2, 1946.
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Members New York Security Dealers Association
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Capitalism in Decade Ahead
By ERIC JOHNSTON*

Retiring President, Chamber of Commerce of the United States

Retiring head of nation's largest business organization, though mak¬
ing no apology for past capitalism, urges adoption of a new and
more dynamic capitalism. Defines the new capitalism as a system
designed for the enrichment of the many, and holds it must work
to build a united and prosperous nation and at the same time retain
our free institutions. Scores pressure groups and class privileges and
makes capitalism keyword "responsibility to the public interest."
Sees nothing wrong in minimum wage enactments, the annual wage
system and profit sharing, and concludes that we must have a new,

uncongealed capitalism, or none.
This is in the nature of a valedictory address. I have, as you

know, just completed a four-year educational course in the presidency
of the United

Eric A. Johnston

States Cham¬
ber of Com¬

merce. I am

not at all sure

that I have

made passing
grades in all
subjects; o r
that I shall be
awarded a

diploma of
graduation. I
have wonder¬

ed, in fact,
what sort of

"degree" I
have earned

by my studies,
term after term. A Degree of Ex¬
perience, I hope; perhaps even a
Degree of Wisdom.
I do know, gratefully, that

I have learned a lot. As spokes¬
man for the largest organization
of American businessmen, I en¬

joyed a highly privileged position
for observing at close range im¬
portant events and the men in¬
volved in them. That great ad¬
vantage I owed to your confidence
in me, and to your tolerance of
me. I am here to acknowledge my

indebtedness on both counts.

Tonkjht, in a farewell message,
I wahtxo talk about capitalism
and its role in the decisive decade
ahead.

When I came into the presiden¬
cy of the Chamber of Commerce
four years ago, the word "capital¬
ist" was practically an epithet. If
you said capitalist, you put
"bloated" in front of the word.
If you spoke of capitalism as a

profit-making system, you always
said "swollen" profits, To call a
man a capitalist was to imply that
he was at least an assistant ogre,
grown fat and fubsy from feeding
on the heart's blood of the poor

and the downtrodden. The word

"capitalist" was almost leprous.
But to call yourself a socialist

was smart, and you could crash
the best social circles. Capitalism

'"Capitol Records

Avon Allied Products

Great American Industries

''District Theatres

•Prospectus on request

J.K.Rice,Jr.&Co]
Established 1908

Members N. Y. Security Dealers Assn.
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Bell System Teletype N. Y. 1-714
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Harvill Corp.
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SIEGEL & CO.
39 Broadway, N.Y. 6 Wgby 4-2370

Teletype NY 1-1942

sat below the salt and had to slink
around the sidedoors of the best

thinking. Capitalism provided the
bread for the banquet, but it was
considered crummy to be a capi¬
talist.

||
Now and then, of course,isome-

one would mention in afjneek
mutter that we did live ujfider a
capitalistic system, but it was

usually some student of economics
writing a thesis for his doctor's
degree. And the thing to do was
to have the thesis apologize for
that unpleasant fact of life.

No Apology for Capitalism
I thought this was all wrong

four years ago, and I said so. I
still think it's wrong, and I'm still
saying so. Four years ago, I
remember saying that we business
men had been intimidated by all
the tirades against "bloated capi¬
talists" and "swollen profits." We
were so scared, I said then, that
we took refuge in a muzzy little
phrase called "free enterprise sys¬
tem," and sometimes we crawled
into a corner of the American

flag and talked about "the Amer¬
ican way of life."

Anything but capitalism.
I said then, and I want to re¬

peat it:

"You cannot take a whiff of
'free enterprise' or a stretch of a
'way of life' and start a factory
with it. To start a factory and
to start the jobs inside that factory
you have to have savings. You

(Continued on page 2530)

:;'An address by Mr. Johnston at
the annual dinner of the Chambeif
of Commerce of the United Statesi
Atlantic City, N. J., May 2, 1946i
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By EDSON GOULD*

Asserting it may be unwise to subscribe wholeheartedly to wide¬
spread optimism and bullishness so far at least as near term is con¬

cerned, Mr. Gould urges emphasis on quality in securities rather
than maximum appreciation by assumption of large risks. Holds
existing large-scale inflation in long run will make for-materially
higher stock prices but market may be expected to swing widely, 1
with danger that "a severe jolt will break an axle."
The market has had a substantial rise and financial confidence

has been largely restored over the past two months, but it may well
prove the part 3>
of wisdom not
to subscribe
too whole¬

heartedly to
wi despread
optimism and

bullishness, at
least so far as

the near term

is concerned.
In fact the

present is a

pretty good
time to lay
emphasis
upon quality,
to have avail- Edson Gould
able some

purchasing power and to refrain
from attempting .maximum type
appreciation via the assumption
of large risks.
The news has been excellent.

OPA has been beating a consistent
retreat and is currently being
subjected to the heaviest attacks
in its career. The House amend¬
ments to the bill extending OPA1
for nine months were decidedly
encouraging, but it is highly prob¬
able that the bill will be further
amended in the Senate.
Dividend news has been good;

there have been more increases

than cuts and omissions; but sev¬
eral important dividend dates are

coming up over the next several
weeks and at least some of these

may not be stimulating to confi¬
dence.

Foreign news, too, has been on

the encouraging side. Uneasiness

over Russian relations has quite
disappeared, but here, too, further
flareups are to be expected.
The coal strike continues, with

the hope that any day or week
may bring settlement. Neverthe¬
less, the motor and steel strikes
show how long-drawn-out these
controversies can become, pri¬
marily because of the emphasis
upon politics rather than eco¬
nomics.

We are in a period of large-
scale inflation which appears to
have materially further to go. So
far as the long-term outlook for
stock prices is concerned, mate¬
rially higher prices are fully
likely to be witnessed. Inflation
is, however, a long-drawn-out and
irregular process. This particular
period is .14 years old and wil)
almost surely extend over a fur¬
ther period of years.
Unless the inflation is suddenly

to become virulent, it is unlikely
that we will see a further long-
continued, uninterrupted rise in
the market. It appears more rea-f
sonable to expect a market that
will continue to swing widely a$
has been the case over recent
months. The February decline and
the subsequent advance show hoW
volatile and dynamic modern, re-

(Continued on page 2547)

:;:Mr. Gould is a member of the
research staff of Smith, Barney &
Co., but the views and opinions
expressed are not necessarily those
of the firm.
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By HON. HARRY FLOOD BYRD*

U. S. Senator from Virginia

Describing the magnitude of the Federal Government as affecting
lives of all, as well as controlling the nation's business economy,
Senator Byrd warns against continuing "liberal" spending of
people's money. - Asserts Government cannot support people* and •

also preserve democracy, and submits plan to restore fiscal sanity,
comprising (1) early balancing of budget; (2) keeping it in bal¬
ance; (3) gradual reduction of national debt; and (4) reduc¬
tion of taxes by curtailing unnecessary Federal expenditures. Points
out need of maintaining production to support both debt and Gov¬
ernment, and calls for Congressional action to prevent labor leaders
from demanding "royalties" from people and to compel unions to
adhere to contracts.

Those present in this audience know from personal experience
what I mean when I say there is scarcely a move made by the Federal

Government «> —

at Washing- self make the actions of govern¬
mental bureaus a controlling in¬
fluence in every man's private
business.

First I want to speak of the
magnitude—the utter bigness—of
this Government we have created.
In fact, we are challenged to
safeguard ourselves against the
creature we have made to serve

us. Is the tail, in truth, wagging
the dog?

Government Operations, 1935
and 1946

To emphasize how far we have
gone toward a paternalistic gov¬
ernment, let us compare the gov¬
ernmental operations for the year
1935 to the present time. I take

(Continued on page 2526)

ton, the force
of which is

not felt in
some degree
by you who
control the

business econ¬

omy of the
n a t i o n. It is
not unusual,
in fact, for a
routine action

by some Gov¬
ernment agen¬

cy to be re¬
flected in the
lives of the

the globe; The
is that never in

our history has the Government
controlled the daily lives of our
citizens as it does now. The sheer

magnitude of the Federal Gov¬
ernment and the multitude of

things with which it concerns it-

Harry F. Byrd

people around
reason for this

"Address by Senator Byrd be¬
fore the United States Chamber
of Commerce, Atlantic City, N. J.,
May 3, 1946. :
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Taxes—What Should Be Done?
By JOHN L. CONNOLLY*

Secretary and General Counsel
Minnesota Mining and Manufacturing Co.

Mr. Connolly presents proposals ot study group cf the U. S. Chamber of Commerce as: (1) prompt
reduction of Government expenditures to $30 billion s in 1947 and $25 billions in 1948; (2) improve¬
ment in Congressional and Executive procedure so that Government expenditures can be adjusted to
revenues by one committee; (3) alleviation of tax discrimination against corporations; (4) more
liberal treatment of depreciation by the taxpayer; (5) eliminate from individual income taxation the
motive of income redistribution, and limit it to defraying costs of Government; (6) surrender of estate
and gift taxes to states. Holds best way to provide tax incentives is to reduce tax rates.
My subject today is "Federal Taxes—What Should Be Done?"<£

This is a large subject and in the limited time allotted I will be able
to state only6
certain of the uation as it develops. The follow-
major objec¬
tives advo¬
cated by the
United States

Chamber o f
Commerce.

It was de¬
cided by t h e
Chamber that,
rather than

publish a

postwar tax
plan, it would
be better to

urge progres¬
sive steps of
adjustment in

accordance with the practical sit-

John L. Connolly

ing are some of the things that
should be done about Federal

taxes in the opinion of those who
have been studying this subject
for the Chamber:

(1) Prompt reduction of expendi¬
tures and the establishment

by Congress of a definite ob¬
jective to end deficit financ¬
ing.

Budget for 1947—Expenditures
scheduled should be less than

$30 billions, and the budget bal¬
anced. With new estimates of re¬

ceipts and expenditures and some

further reductions in the latter, a

balance is attainable.

Sport Products, Inc.
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Members Philadelphia Stock Exchange
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Budget for 1948—Expenditures
scheduled should be less than

$25 billions (little more than
$20 billions) and there should be
a provision for debt retirement.

Now, .you may ask—"Are these
things possible?" Most people
who have made a study of the
subject believe these things are

possible, but they differ as to the
method. In other words— Shall

the present confiscatory high war
tax rates be retained in order to
balance the budget, or—Shall we
reduce the rates and balance the

budget by reducing our expendi¬
tures? The House Committee on

Postwar Economic Policy and
Planning and other influences in
the Congress, as well as many
outside it, have urged that the
budget for 1947 be balanced. The
Senate Finance Committee unani¬

mously approved Senate Bill 1760
which would reduce the debt limit
to $275 billion. Of late, state¬
ments that we are rapidly ap¬

proaching a balanced budget have
come from high official sources.

(Continued on page 2523)

Inflation Problems
By AUBREY G. I ANSTON*

Vice President, First Boston Corporation

Referring to need of appraising Federal Governments fiscal and
debt management policies, Mr. Lanston points out dangers of pres¬
ent distribution of National Debt and the low interest rate policy.
Holds increase in money supply from "debt monetization," without
adequate offset of goods and services, may cost many times the
presumed savings in interest. Contends removal of preferential
discount rate alone has little effect, and that holding down the
Treasury certificate interest rate may lead banks to acquire long-
term bonds and thus bring about an inevitable dash with our flex¬
ible commercial banking system. Concludes unless short-term rates
range between l!/4% and 1%%, long-term interest yields on bonds
may again head toward 2% level.
The background for investments is provided by the condition of

the economic life of the nation. Our economic life depends upon the
attitudes.

*An address by Mr. Connolly at
the 34th Annual Meeting of The

Chamber of Commerce of the

U. S. in Atlantic City,. N. J.,

May 1, 1946.

ac¬

tions and cir-
c u m s t anccs

which c o ni-

bine to pro¬

duce what we

might call the
national c 1 i-
mate. Impor¬
tant to the na¬

tional climate
are the fiscal

policies which
guide the tax¬
ation and ex¬

penditures of
the F c d e ral
G o vernment,
and the poli¬
cies and methods with which our
nublic debt is managed. Without
a sufficiently healthful national
climate we cannot gain satisfac¬

tory production, employment or
prosperity, nor can we adequately
curb the intlationary forces

A. G. Lanston
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which, in some degree, are the in¬
evitable result of fighting a major
war.

This morning I want to get un¬
derneath some of the generalities,
and what I believe to be some of

the misconceptions, that charac¬
terize many of the suggestions for
handling debt and inflation prob¬
lems. We have to be realistic and

not deal in platitudes unless we

wish to further muddy a very

confusing situation. As I thought
about this talk over the week¬

end I was reminded of two men

in a canoe who after a certain pe¬
riod of drifting about in the
stream decided to put their pad¬
dles in the water. Then, some¬
what alarmed at the predicament
in which they found themselves
as a consequence of their effort¬
less drifting, they raised their
voices boisterously and paddled
furiously without regard to
whether or not one of them was

steering' the canoe. More recent¬
ly they seem to have been pad¬
dling at times in opposite direc¬
tions. It seems to me that it is
about time that we head the canoe

m the right direction, get one

paddle on the right side of the ca-

(Continued on page 2538)

*Address by Mr. Lanston before
the Trust Division of the Con¬

necticut Bankers Association, New
Haven, Conn., May 7, 1946.

Richmond Cedar Works

Tennessee Products

Victoria Gypsum

American Vitrified Products

Washington Properties

Commodore Hotel

M. H. Rhodes

Nazareth Cement

American Felt Co.

H. D. KNOX & CO.
11 Broadway, N. Y. 4
Tel. Dlgby 4-1388
Tele. NY 1-86

27 State St., Boston 9
Tel. Capitol 8950 -

Tele. BS 169

Established 1926

PhilippineMiningStocks
Atok

Balatoc Mining

Benguet Cons. Mines

Big Wedge Gold
Mindanao Mother Lode

Quotations and information
Furnished on Request

john j. 0'kane jr. & co.
Established 1922

Members N. Y. Security Dealers Ass'n

42 Broadway, New York

Dlgby 4-6320 Teletype NY 1-1525

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



Volume 163 Number 4488 THE COMMERCIAL & FINANCIAL CHRONICLE 2507

Railroad Traffic Topics
By E. G. PLOWMAN*

Traffic Vice-President, U. S. Steel Corporation

Industrial traffic expert, in discussing problems relating to future
operations and needs for transportation, calls attention to commer-K
cial importance of railroads, for which there is no substitute. Says
most serious problems relate to availability and economic use of
freight cars, and that both shippers and railroads must not fail to
exnlore every arrangement which can improve the efficiency and
reduce the costs of transportation service. Calls for greater use
of freight cars by heavier and faster loading and unloading and a

reduction in the weight of cars in relation to their carrying capacity.
As time marches on, the relative importance of traffic problems

changes: but the fundamental problems remain. At present there is
one major®
p r o b 1 e m | management organization compe-
which, to be | tent to supply the desired service,
under stood, There seems to be no doubt as to
must be dis-, tne great need and demand for
cussed in two j railroad transportation in the im-
ways; f i r s t,! mediate future—say during the
in its basic next five years. Beyond that
aspects, a n d j bright nearby period much of the

future success of the railroads
will depend upon their ability

impor- j progressively to meet require-
! ments. Their status in the future
depends in part, at least, on their
present success in making it un¬

necessary to turn to other forms
of transportation for needed serv¬
ices which the railroads can per¬
form with relatively greater effi¬
ciency. Each type of carrier should
of course be used in the types of

ing coastwise and intercoastal j services for which it is relatively

then in terms

of its imme¬
diate

tance

At the peak
of World War

II, in 1 94 4,
A m e r i c a n

railroads were

supplying
70% of the ton-miles required for
domestic transportation, exclud-

E. g. Plowman

water transportation services.
This should be compared with
1939, when our railroads were

performing only 63% of the ton-
miles in these domestic services.
In 1939 the railroads transported
333 billion revenue ton-miles. By
1944 this figure became 737 bil¬
lion revenue ton-miles, an in¬
crease of 121%. Thus, both rela¬
tively and absolutely, the rail¬
roads became much more impor¬
tant in this period. ,Ther questions
that naturally arise concern the
future: How important will our
railroads be? What steps can or
should be taken by them to meet
the future needs for rail transpor¬
tation?

No Commercial Substitute for
Railroads

For both military and commer¬
cial purposes, there are no sub¬
stitutes for the modern railroad,
although we need all other forms
of transport to round out our

transportation - system in which
each type of carrier has its place.
The railroad is a multipurpose
mass transportation facility; its
peculiar combination of character¬
istics is not to be found in other

typesof transportation. These char¬
acteristics include the physical in¬
terconnection of hundreds of

thousands of points of origin and
destination within the United
States by means of exclusive
rights-of-way; the availability of
any part of this network for any
desired degree of use; and the
lability to supply suitable units or

'freight cars for transportation be¬
tween all points on this railway
network. Railroads, like many
other transportation agencies,
have highly-skilled employees and

*An address by Mr. Plowman
before the New York Traffic Club,
New York City, April 25, 1946.

New York-Chicago Wire
Desired

An old New York House and

one of the larger dealers in
the over-the-counter field, is
interested in establishing a
wire connection with a

reputable Chicago dealer.

The firm's Trading Depart¬
ment is active in a wide

number of issues.

Address Box 40

P. O. 226, Church St. Station
New York 8, N. Y.

most efficient

All of us here today, members
of the New York Traffic Club,
can take the physical intercon¬
necting network of standard gauge
tracks for granted. Our lifetimes
will have run their span, in my

belief, before any important re¬
duction takes place in the effec¬
tiveness of this network through
abandonment or merger.

Similarly we can accept as per¬
manent and not subject to rapid
or drastic change the present fine
organization of American rail¬
roads. It would take, in my opin¬
ion, many years of poor earnings
and curtailed operations before
serious loss in rail transportation
efficiency would take place.

(Continued on page 2540)

Anglo-American Loan Terms Crippling to Britain
By RT. HON. L. S. AMERY*

Director, British Goodyear Tire Company
.

Former Secretary of State for British Colonies and Dominions

British statesman, though approving an American loan to Britain, contends terms will cripple British
domestic and foreign economy and will produce conditions that prevent its repayment. Holds Brit¬
ain's retention of Empire preferential tariff system, the Sterling Area, and other existing economic and
political preferences is essential to her prosperity and asserts "the American Treasury seems deter¬
mined to wreck sterling." Scorns curbs put on domestic control of British currency and predicts "an
invisible tariff will be set up in all sterling countries against American exports" and "Bretton Woods^

will be in difficulties from the start."
Let me, at the outset, assure you that no one believes more profoundly than I do in the necessity of

Anglo-American cooperation, in trade at least as well as in other fields of policy. The world's best
hope, as well —-——— — 77""

others have secured the requisite
dollars. In the long run those
dollars can only be acquired by
selling goods to the United States,
but as a temporary measure they
can be secured if the United States
is willing to lend them. At this

(Continued on oage 2544)

L. s. Amery

as the peace
md prosperity
of both of us,
lies in our

understanding
each other and

working to¬
gether. That
can only ' be
on the basis of

consideration

foreachother's

interests and

outlook, and
also of com¬

plete frank¬
ness in stating
each our own point of view and
defending our own rights. I am

sure, therefore, that you will not
misunderstand me if I say exactly
what I think, without beating
round the bush.

Loan and Conditions

Let me make it quite clear, to
begin with, that I am not criticis¬
ing the loan itself. That seems to
nie a perfectly fair and reasonable
business deal, equally in the in¬
terest of both parties. We are
faced with a difficult time before
we can readjust our economy after
the tremendous distortion to which
—as Mr. Hawkins generously
acknowledged — we submitted it
for the sake of the common cause.

During that time it will be a valu¬
able help to us to be able to se¬
cure, without immediate payment
in the shape of exports, large
quantities of American goods of
all kinds. America, on the other
hand, is ready to sell those goods.
But she cannot sell them unless

'::An address b,y Mr. Amery be¬
fore the American Chamber • of
Commerce in Lohdoii, England,
March 19, 1946.

Mohawk Liqueur Corp.
Common Stock

Producers at "Southern Delight" and other nationally
advertised liqueurs.

Firm Trading Markets

bennett, spanier 8 co.
INCORPORATED

Investment Securities

105 South La Salle Street, Chicago 3, 111.

Telephone Central 4274 Bell Teletype CG 1040

Extra Eyes and

For Dealers

Ears

No dealer can be expected to know all the factson all securities and all market conditions—yet
customers do expect it. Being in close touch with the
markets for all securities and having a fully-staffed
research department, we are frequently able to supply
other dealers with the information they need when

they need it.

Acting as auxiliary eyes and ears for other dealers
is just part of our policy of doing everything we can
to foster mutually profitable business. Why not get in
touch with us and see how we can work together for
our joint benefit?

R.W. Pressprich 8C Co.
68 William Street Telephone HAnover 2-1700
NEW YORK 5 1 Teletype NY 1-993

201 Devonshire Street, BOSTON 10

( Members New York Stock Exchange

government, municipal, railroad, ^
public utility, industrial bonds

and investment stocks

1 S

TRADING MARKETS IN

"OLD"

Preferreds & Commons

Chi., Milw., St. Paul & Pac.
Chi., Rock Island & Pacific
Denver & Rio Grande West.

Duluth, So. Shore & Atlantic
Missouri Pacific

N. Y., New Haven & Hartford
N. Y., Ontario & Western

Old Colony Railroad
Rutland Railroad

St. Louis-San Francisco

St. Louis ^Southwestern

Seaboard Air Line

Western Pacific

Wisconsin Central

G. A. Saxton & Co., Inc.
70 Pine Street, New York 5, N. Y.

WHitehall 4-4970 Teletype NY 1-609
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Mohawk Liqueur Profit Up
Indicated net income of Mo¬

hawk Liqueur Corporation equal
to sixty-six cents per common

share, for the quarter ended
March 31 exceeded earnings of
the company for the entire 1945
fiscal year. Net income o'f the
company for the fiscal year ended
September 30, 1945, was $123,463,
or sixty cents per common share.
The company reported net income
of $198,114, equal to ninety-eight
cents per common share, for the
six months ended March 31, 1946.

The March 31, 1946 balance

BALTIMORE

Bayway Terminal

Davis Coal & Coke

Emerson Drug
Common

Monumental Radio

Noxzema Chemical

STEIN BROS. & BOYCE
Members New York & Baltimore Stock

Exchanges and other leading exchanges

6 S. CALVERT ST., BALTIMORE 2
Bell Teletype BA 393

New York Telephone Rector 2-3327

BOSTON

Eastern Racing
Assoc.

Suffolk Downs, Mass,

Monmouth Park

Jockey Club
Ocean Side, N. J.

New Hampshire
Jockey Club
Rockingham, N. H.

Bought—Sold

Inquiries invited

du Pont, Homsey Co.
31 MILK STREET
BOSTON 9, MASS.

HANcock 8200 Teletype BS 424
N. Y. Telephone CAnal 6-6100

TRADING MARKETS

Bangor Hydro Electric

Boston Edison

Hollingsworth & Whitney

Megowan-Educator Food Co.

New England Lime

Submarine Signal

Dayton Haigney 4 Company
75 Federal Street, Boston 10
Private New York Telephone

REctor 2-5035

DES MOINES

WHEELOCK & CUMMINS
INCORPORATED

Iowa Power & Light Co.
'

Preferred

United Light & Railways Co.
Preferreds

Sionx City Gas & Electric Co.
Preferred and Common

EOUITABLE BUILDING
PES MOINES 9,. IOWA / t-

Phone 4-7159 * Bell Tele. DM 144

sheet showed net working capital
of $618,075, an increase of $184,-
916 compared with the $433,159 of
net working capital as of Septem¬
ber 30, 1945.
Cash on March 31, 1946 totaled

$120,311, which compared with
$111,606 six months earlier. Re¬
ceivables on March 31, 1946 had
increased to $392,249 from $72,-
839 last September 30, and in¬
ventories had increased to $945,-

826 on March 31 from $906,015 six
months earlier.

Mohawk is fortunate in that the

base of its various liqueurs is fruit

DETROIT

Electromaster, Inc.
Prospectus furnished on request

Sheller
Manufacturing Corp.

Report furnished on request

Mercier, McDowell
& Dolphyn

Members Detroit Stock Exchange

Buhl Bldg., Detroit 26
Cadillac 5752 Tele. DE 507

GRAND RAPIDS

Michigan Markets
ACCURATE

DEPENDABLE

Inquiries Invited

white, noble & co.
Members Detroit Stock Exchange

GRAND RAPIDS 2
MICH. TRUST BLDG.

Phone 94336 Teletype GR 184

LOUISVILLE

American Air Filter

American Turf Ass'n

Girdler Corporation

Merchants Distilling Co.

Louisville Gas Pref.

Winn & Lovett Grocery

m BANKERS BOND £2!
Incorporated

1st Floor, Kentucky Home Life Bldg.
LOUISVILLE 2, KENTUCKY

Long Distance 238-9 Bell Tele. LS 186

Bird & Son, Inc.

Gruen Watch

Wellman Engineering
Memos on Request

BUCKLEY BROTHERS
Members New York, Philadelphia and

Los Angeles Stock Exchanges
1529 Walnut Street, Philadelphia 2

New York Los Angeles
Pittsburgh, Pa. Hagerstown, Md.
N. Y. Telephone—WHitehall 3-7253

Private Wire System between
Philadelphia, New York and Los Angeles

Dealer Inquiries Invited

Central Iron & Steel com.

Botany Worsted Mills pfd. & A

Empire Steel Corp. com.

Pittsburgh Railways
Vinco Corp.

Sterling Motor Truck
Warner Co. common

H. M. Byllesby & Company
PHILADELPHIA OFFICE

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

brandy, the company using no
grains in their manufacturing
process. Mohawk has ample re¬
serves and sources of supply of
fruit brandy to take care of con¬

templated accelerated production.

Stevens With Cohu Torrey
FT. MYERS, FLA. — Ernest

Street Stevens has become associ¬
ated with Cohu & Torrey. In the
past Mr. Stevens did business as
an individual dealer in Ft. Myers
and was with David L. Shilling-
law & Co. of Chicago.

Grinnell Corp.
COMMON STOCK

Building Boom Beneficiary

Dividends Paid 47 of last
50 years.

Memo on request

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

Private Phone to N. Y. C.

COrtlandt 7-1202

ST. LOUIS

Stix & Co.

INVESTMENT SECURITIES

509 OLIVE STREET

St.LouisI.Mo.

Members St. Louis Stock Exchange

NASHVILLE

Wiley Bros.
INCORPORATED

Stocks - Bonds

Nashville, Tennessee

SALT LAKE CITY

Utah Power & Light
Utah-Idaho Sugar

Amalgamated Sugar

Edward l. burton
& company

ESTABLISHED 1899

160 S. Main Street
Salt Lake City l, Utah
BELL SYSTEM TELETYPE SU 464

TRADING MARKETS

for

BROKERS and DEALERS

UTAH MINING

STOCKS

Established 1898

W. H. CHILD, INC.
Members Salt Lake Stock Exchange

BROKERS

Stock Exchange Building
Salt Lake City, Utah C

Teletype SU 67 Phone 5-6172

Price Control and Inflation
By HON. FRED M. VINSON*
Secretary of the Treasury

*
s

Asserting danger of inflation is far greater today than during war,
Secretary Vinson urges continuation of price controls until reconver¬
sion is completed and durable goods have been produced to extent
of permitting adequate supply of consumers goods. Recalls infla¬
tion following removal of price controls after World War I, and
points out that one factor against inflation is that "we are moving
toward a balanced budget." Cites as another factor, continuing
sale of savings bonds to offset spending. Concludes "what we do
with price control during the next year will determine whether
backlog of demand will bring prosperity or inflation."
We are living in a critical period of American history. We have

fought successfully the greatest of all wars. We shall soon have
completed the^
reconversion

of our econ¬

omy to peace.
There are

many prob¬
lems that must

still be met
before we

have safely
passed through
the dangerous
aftermath of
war.

The Amer¬

ican people
have done a

good job. The
great strength

of character they showed is a re¬

flection of the enduring value of
our democratic system of free
government and of our business-
system of free enterprise.
We in the Administration and

you in Congress have worked
together on these problems of the

Secretary Vinson

American people. Your commit¬
tee has dealt with some of the
most important legislation of the
war and postwar period. I am

very glad to appear before you to
discuss the number one domestic

problem with which we must
deal right now—the problem of
price control and inflation.
This can be a great era of

American achievement. The years
that lie ahead hold for our peo¬

ple the promise of the greatest
peacetime production and the
highest living standards the world
has ever known. But the coming
year is also filled with danger.
The prospect for material abun¬
dance could be changed to one of
want and despair if we do not

(Continued on page 2537)

"Statement by Secretary Vin-.
son before the Senate Committee
on Banking and Currency, May 7,
1946.

Price Control—New
Administrative Procedures

By PAUL A. PORTER*

Administrator, Office of Price Administration

OPA executive, after asserting "we've got to keep the lid on prices
until the inflationary fires are brought under reasonable control/'
and after predicting that decontrol will raise prices from 30 to 50%,
denies that controls are impeding production and that 0PA is seek¬
ing to perpetuate itself. Maintains OPA's pricing standards have
permitted a large number of both industry-wide and individual
adjustments, and that despite huge management task involved there
are not undue delays in making adjustments. Explains 0PA stream¬
lining and gives examples of price ceiling removals. Says value of
decontrol items exceed $2 billions, but insists control be maintained
on essentials because of inflationary risks.
I'd like to assure you, Mr. Chairman, that I am glad to be here

despite the fact that the Chamber of Commerce has opened a grave
for the OPA
and inscribed

"October
1946" on the
headstone a s

the date of its
decease.

We had ex¬

pected the at¬
tack from the
NAM. But
when the
Chamber o f
Commerce

joined the
fray, I felt
moved to

murmur re¬

proach-
fully, "Thou too, Brutus." Coming
as it did from a long-time friend
of price control, this was "the

Paul Porter

most unkindest cut of all." Or
perhaps I should borrow as my
text Marc Antony's closing line,
"Mischief, thou art afoot, take
thou what course thou wilt."
Turning from Shakespeare,

however, to the more prosaic sub¬
ject assigned to me today, "Price
Control — New Administrative

Procedures," let me say first of all
that our policies have been and
still are geared to the determina¬
tion to get this emergency job
done and get out as fast as pos¬
sible. That statement has been

(Continued on page 2520)

"An address by Mr. Porter be¬
fore the annual meeting of the
United States Chamber of Com¬

merce, Atlantic City, May 2, 1946.

FOR

HELP WANTED • POSITIONS WANTED

OTHER CLASSIFIED ADS

SEE INSIDE BACK COVER

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



Announcing the opening of our office at

68 Devonshire Street

BOSTON 9, MASS.
Telephone: Richmond 4321

under the management of

JOHN B. RUSSELL

J. F. Reilly & Co., Inc.
Members: Neto York Security Dealers Association

40 Exchange Place 39 So. LaSalle Street
New York 5, N. Y. Chicago 3, III.
PrivateWires: New York Boston Cleveland Chicago Los Angeles

George Kranz With
Kaiser & Co. Dept.
SAN FRANCISCO, CALIF. —

Kaiser & Co., Russ Building,'
members of the New York and
San Francisco Stock Exchanges
and other leading exchanges, an¬
nounce that George Kranz is now

associated with them in their trad-,
ing department.
Mr. Kranz who has recently:

been on war duty, was formerly
with Cohu & TOrrey. in New York
and was manager of the trading
department for Amott, Baker &

Co.,. Inc. in New York, j ' /

SCHENLEY DISTILLERS CORPORATION
NOTE-—From time to time, iri 1hi8 space, ?
there will appear an advertisement which
we hope will be of interest to our fellow )
Americans.This is number 125ofa series.

SCHENLEY DISTILLERS CORP.

Volume 163 Number 4488 THE cbMMEEdiM^EiM

Fiscal and Housing
Policies Affecting Banking

By FRANK C. R.ATHJE*

President, American Bankers Association

ABA head reviews veteran, public debt, monetary, and housing poli¬
cies as they affect banking, and lays down a program of (1) con¬
tinuous sale of U. S. Savings bonds; (2) using war loan balances
in the banks to repay Government debt; (3) issuing Treasury re¬
funding bonds of long maturity; and (4) reducing speculation in
Government securities. Sees danger in passage of Wagner-Ellender-
Taft Housing Bill, which, he states, would create a mortgage debt of
$80 billions on high-cost construction, with excessive borrowing
margin. Urges a careful survey of housing needs, availability of
building material and costs.

One of the most important responsibilities bankers have at the
present time is toward the veteran. The purpose of the loan provisions
of the Serv-
icemen's R e -

a d j u s tment
Act, which
was passed in
June of 1944,
was to assist

.

the returning jfijf^.
v e t e r ans in j,gv
reestablishing I
themselves in Ik
their homes
and business
a c t i vities. It
was found
that the origi-
nal law and
r e g U 1 ations Frank C. Rathje
issued under
it were impractical. Lending
agencies were not able to function
effectively to meet the credit
needs of the veteran.
In December, 1945, amendments

to the original law were passed.
Subsequently, amended regula¬
tions were issued. We have great
hope that the new law and regula¬
tions will be practical and will
enable the banks to provide vet¬
erans with credit facilities on a

sound basis.
We must realize that veterans

as a group are not a problem, but
that the individual veteran has his

problems. It is necessary that
we guide the veteran in the intel¬
ligent use of credit, and protect
him against the burden of ill-
advised debt.
It is your fortunate duty as the

bankers of the nation to serve

this veteran with counsel, advice
and sound credit to the end that
he will fit himself once again into
our economy and adhere to our

American way of life, rather than
to cause him to constitute himself

a group that may have as its pur¬

pose a change in the fundamental
traditions of this nation.

Impact of Fiscal Policy on

Banking

Government debt and Federal

budget policy have a great impact
upon banking operations and
have been the subject of much
discussion in the recent past. The
debt is large and involves delicate
questions of management. Re¬
cently, the Falk Foundation of
Pittsburgh announced the forma¬
tion of a committee under Dr. W.
Randolph Burgess, to make an in¬
tensive study of the problem. In
addition the Committee for Eco¬
nomic Development has begun a

study of government revenue and
expenditure policies and the im¬
plications of the Federal debt.
From time to time, there have ap¬
peared published statements by
individuals presenting results of
their thought and study of this
problem. These studies and dis¬
cussions will yield results- that
will prove valuable in increasing
the general understanding of this
difficult problem of debt manage¬
ment.

At its recent meeting in French
Lick, Ind., the Executive Council
of the American Bankers Associ¬
ation formulated a program of
the principal monetary policies
which appear most important to
combat present inflationary ten¬
dencies. They were expressed in
four points.
First, the continued vigorous

sale of United States Savings
Bonds by the Treasury through

(Continued on page 2533)

^Address by Mr. Rathje before
the Illinois Bankers Association,
St. Louis, Mo., May 2, 1946.

Proposals for Postwar
Stable Economy

By MARCUS NADLER* /

Professor of Finance, New York University

Dr. Nadler, holding that the course of business will depend on
measures that are taken in the immediate future, recommends:
(1) further reductions in Government expenditures; (2) rapid dis¬
posal of all surpluft war material; (3) intensification of drives to
sell Government securities to ultimate investors; (4) sound Treas¬
ury refunding operations; and (5) continued "holding the line"
as established by the present wage-price policy. Concludes these
measures will not be burdensome, and, if put into elfect, the busi¬
ness outlook for several years ahead is excellent.
Business activity in the United States can assume one of two

courses, either (1) an inflationary explosion accompanied by a sharp
rise in prices, , <t>-
wages and
p r o d u ction,
followed by a
severe decline
and consider¬
able unem¬

ployment, o r
(2) business
activity, par¬

ticularly after
the coal strike
and other la-
b o r difficul¬

ties have been
ironed out,
will increase

Slowly aCCOm- ®r* Marcus Nadler
panied by shortages and black
markets but which will soon be

overcome, followed by a pro¬
longed period of good business.
The course of business will de¬

pend on the measures to be taken
in the immediate future. To judge
from the measures taken so far
there are reasons to believe that

an inflationary explosion will be
avoided and that while the sup¬
ply of commodities will be ex¬

ceeded by the demand no real
harm will have been done to the

economy. The deficit of the Gov¬
ernment has already been dras¬
tically reduced and one can rea¬

sonably expect that during the
coming fiscal year the deficit will
have been entirely eliminated.
The Treasury has already taken

measures to redeem some matur¬

ing obligations, thus preventing
at least part of the swollen war

loan account from becoming pur¬

chasing power in the hands of the

people. The preferential discount
, (Continued on page 2546)

*Summary of an address by Dr.
Nadler before the American Spice
Trade Association, New York
City, May 6, 1946.

Four Generations!

By MARK MERIT ^

TO HELP INVESTMENT FIRMS serve their clientsand develop new business, we have special ar¬

rangements with dealers in the 36 cities shown above,

allowing them to reproduce and use exclusively the
:* complete Shields Research Service. The Shields re¬

ports give specific investment conclusions and recom¬

mendations, enabling security houses to answer the
demand by investors for practical, profitable guidance.

Other cities are open to additional dealer-subscribers.

Shields & Company.

CHICAGO

44 Wall Street

NEW YORK BOSTON

KRANZ

y\ in Grading department
-rt t»Y'bf£ hroue s- Tl

Kaiser 5. Co.
MEMBERS NEW YORK STOCK EXCHANGE • NEW YORK CURB EXCHANGE

SAN FRANCISCO STOCK EXCHANGE • LOS ANGELES STOCK EXCHANGE

NEW YORK SAN FRANCISCO SEATTLE SP^^ne

We recently attended a meeting of'
one of our affiliates, Schenley Im¬
port Corporation, and we enjoyed
an experience that we don't think
will occur again, soon. We met
three gentlemen whose names are

known all over theworld. And each
made an address in English; excel¬
lent English. Please let me tell you
something about these gentlemen.
You'll recognize their names. - #

One was Paul Dubonnet—fourth

generation representative of a fa¬
mous family. He is now living in
theUnited States, where American
Dubonnet Aperitif Wine is made
andmarketed. It is, today, exactly
as it was made by his great grand¬
father, grandfather, and father, in
France. < > ; . > '<'

And then there was CharlesHeid-
sieck. He, too, is of the fourth gen*
eration as owner of the famous

champagnehouseatReims, France/
which bears his name. Monsieur
Charles told some very stirring
stories about the liberation of his
native city by the American Army
in its historic drive. He told, too,

fine champagnes from falling into
the hands of the Nazis. "We fooled

them," he said. Some of these fine
wines are now returning to the
American market. r *

And then, Peter Heering, from
Copenhagen, Denmark—where for
four generations, Cherry-Heering
has been produced according to an
undeviating formula. All over the
world, before the war, Cherry-
Heering was famous. You'll recall
that it is a distinctive cherry
liqueur, 49° proof. Now again it is
back in the United States and

marketed, along with Charles
Heidsieck's Champagne and Du¬
bonnet, by Schenley Import Cor¬
poration.

Some months ago, we wrote a

piece entitled, "What's In A
Name?" We could add a great
deal to what we said then—since

meeting these gentlemen, and hear¬
ing them talk, iVfhat V pride'■ in p i:::
achievement — in! f the products ,

hearing their names!
Paul Dubonnet remains herewith^/; /

us. Charles Heidsieck and Peter ?
Heering are flying home. A votre
sant6~~CharlesHeidsieck. Skaal^-
Peter Heering. And a happy land¬
ing to both! j , §| "
FREE—Send a postcard to MARK MERIT
OF SCHENLEY DISTILLERS CORP., Dept.
ISA, 350 Fifth Avenue, N. Y. 1, N. Y., and ,

you. will receive a booklet containing re*

sprints of earlier articles on various «iib»
jects in tins series. 7""' V

MILWAUKEE, W
SEATTLE, Wash
MINNEAPOLIS,
DETROIT, Mich.
CHICAGO, III.
JOLIET, III.
DENVER, Col,
SAN FRANCISCO,
CINCINNAT

ST. LOUIS,
LOS ANGELES,
MEMPHIS,
TUCSON, Ariz.
DALLAS, Texas
SAN ANTONIO,
GALVESTON

NEW ORLEANS,

-BUFFALO, N.Y.
/ROCHESTER, N.Y.

-UTICA, N.Y.
'CLEVELAND, Ohio 1
'

^ALBANY, N. Y.

-BOSTON, Mass.
-WORCESTER, Mass.
-HARTFORD, Conn.
-NEW YORK N.Y.

-PHILADELPHIA, Pa.
-PITTSBURGH, Pa.
-BALTIMORE, Md.

^WASHINGTON, D.C.
^LYNCHBURG, Va.

-RALEIGH, N.C.
-COLUMBUS, Ohio
NASHVILLE, Tenn."

-ATLANTA, Ga.
-MIAMI, Fla.

Complete Research Facilities

for Dealers throughout the Country

us of
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' "ifc' Market ■ —

•• '

Sun-Kraft Inc.
PREFERRED

COMMON

C. L. Schmidt & Co.
1

Established 1922

120 South La Salle Street
CHICAGO 3

Tel. Randolph 6960 Tele. CG 271

CARTERH.CORBREY&C0.
■?J i • Member, National Association

of Securities Dealers

Wholesale Distributors
Middle West — Pacific Coast

For

UNDERWRITERS

SECONDARY MARKET
DISTRIBUTION

CHICAGO 3 LOS ANGELES 14
135 LaSalleSt 650 S. Spring St.
State 6502 CG 99 Michigan 4181

1A 255

Consplidated Gas
Utilities Corp.

The Chicago Corp.

The-Muter-Co.

' Circular an Request

HICKS& PRICE
Members Principal Storh Exchanges

'

Chicago Board of Trade

231 So. LA SALLE ST., CHICAGO 4

Randolph 5686—CG 972
Mew York Office - 1 Wall St.

*Wells-Gardner & Co., Com.

*WoodaII industries, Inc., Pfd.

*Camden Forge Co., Common

Snap-On Tools Corp., Com.

fProspectus Available on Request.

?aal H.Davis &Go.
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Chicago Stock Exchange

Pvsr •' Board of Trade
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Write For -N-1,

A discussion of this company. _
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V.' Telephone Randolph 4068
!

Direct Private Wire to New York
■ Bell System CG 537

Chicago industrial and commercial activity grinded almost to a
standstill as an emergency brake was appiied by the Illinois Com¬
merce Commission to conserve rapidly dwindling coal supplies. In a

sweeping edit issued by the Commission last Thursday, industrial
users of electricity in northern Illinois were limited-to an aggregate
24 hour service a week in a dras'ic move to stretch existing coal
supplies through the end of the^
month in the event the strike of seated a picture urlike anything
the nation's bituminous coal
miners is prolonged.
Commonwealth Edison Com¬

pany, which services Chicago,
and its three connected operating
utilities — Public Service Co. of
Northern Illinois, Western United
Gas St Electric Go. and the Illi¬
nois Northern Utilit'es Co.—were
told to enforce compliance and to
make "such investigations as may
be necessary to determine non¬
essential users that can be re¬

quired to discontinue their elec¬
tric service without undue hard¬

ship to the community or jeopard¬
izing public health, safety and the
protection of property and report
the same to the Commission for
Commission action as soon as any

such users have been ascer¬

tained "

Rarely recovered from the
crippling steel strike. Chicago
manufacturers again were

forced to clamp down on pro¬

duction, some operating only
one day a week, others work¬
ing eight-hour shifts three days
a week, and still others break¬
ing up the 24-hour service ai-
loted into n;ill shorter shifts to
maintain a semblance of pro¬

duction throughout the week.

Hardest hit were the smaller
manufacturers. A spokesman for
Republic Drill & Tool Co., which
employs 700 persons, said pro¬
duction would be cut 65%. The

big packing houses were not af¬
fected since they maintain their
own power units as do the steel
producing firms in the Chicago
area. Aim of Commonwealth Edi¬
son was to cut the normal kilo¬
watt load by 40% to stretch exist¬
ing coal supplies an additional
three to four weeks.

Retail stores, wholesale estab¬
lishments, motion picture and
other theatres and amusement

places as well as manufacturing
plants were placed under the ban.
Of Chicago's leading department
stores, only the Boston Store'
maintained its regular store hours
since it generates its own elec¬
tricity by means of fuel oil. The
Fair, Marshall Field St Co..
Mandel Brothers, and other State
Street establishments remained

open from 2:00 to 6:00 p.m. daily
only.
Local transportation and sub¬

urban service were likewise/ cur¬
tailed and Chicago at night pre-

—We Maintain Active Markets In—

DEEP JROCK OIL CORP. Common

GALVIN MANUFACTURING CORP. Common

INTERSTATE BAKERIES CORP. Pid. & Com.

H.M. Byllesby and Company
135 So. La Salle Street, Chicago 3

Telephone State 8711- Teletype CG 273

New York „ Philadelphia • Pittsburgh- - Minneapolis

We have an Analysis of

Universal Zonolite

Insulation
Copy on request

CASWELL & CO.
120 South La Salle Street

CHICAGO 3, ILL.
Tele. CG 1122 Phone Centra! 5690

, Recent Analyses on Request

Merchants Distilling Corp.
Common Stock

Standard Silica Corp.
Common Stock

FAROLL & COMPANY
. Mejfliier New York Stack Exbhange

and other Principal Exchanges

208 So. La Salle St.
CHICAGO 4

Phone AifdwifJO " Tele. CC. 156

seen during the war with the d m-
out more severe tha i at anytime
during hostilities.

The Chicago Ass^caVo i o"
Commerce estimated ' t ve

city would suffer a ni Jmum
production loss of $ ' ; 330,000 a
week as a result of t.12 restric¬

tions.
* * *

United States Steel Corporation
was reported last week as having
entered a bid for .the now surplus
Chicago Dodge plant. Rumors that
General Motors, Ford and the
Kaiser Co. were also "definitely
interested remained unconfirmed
as bids tailed to materialize.

The Kaiser Co. is also out of
the bidding 01 the $90,CGO,OOC
Gover nment-owned South Chi¬

cago steel plant. In a letter to the
War Assets Administration. Kaiser
advised it was unable to bid be¬
cause the plant lacks facilities for
making sheet steel, which the
automobile company stated is its
chief need. Republic Steel Co.,
which operated the South Chicago
plant during the war, offered to
Lease, with an option to purchase,
and the Central Steel Tube Co.,
bid $17,500,000 for the plant, ask¬
ing three years in which to pay.

* % *

While external business condi¬
tions may affect future earnings,
stockholders of merchandising
shares had reason for optimism
with Marshall Field & Co. report¬
ing a gain of 140% in first quar¬
ter earnings over the same period
a year ago and Montgomery Ward
S: Co. quarter net income treble
that of the first three months of
1945. f

Elimination of the excess prof¬
its tax was cited by both com¬

panies as an important factor in
bringing about the sharp in¬
crease in net for the first quar¬
ter of 1848. Field reported net
income of $3,210,090 equal to
$1.57 a common share, compared
with $1,336,000 or 61 cents a

share for the corresponding pe¬

riod a year ago, and net income
of Montgomery Ward was esti¬
mated by Sewell L. Avery,
Chairman of the board, at $14,-
000,009, or slightly more lhaa
$2 60 a share, against $4 768 -

009 or 85 cents a share in the
first quarter of 1945.

M^. Avery, following the a"**""1!
stockholders' meeting last week,

indicated to reporters that rights
tanay shortly be offered to share¬
holders to raise funds to finance
hn expanded volume of business.
\ .* * . *

The City Ice Si Fuel Co., was

reliably reported to be negotiat¬
ing for the acquisition of Bunge
.Brothers Coal 'Co. While details
of the transaction were lacking,
•the price involved was said to be
between $400,000 and $500,000
Purchase of Bunge would place
City Ice & Fuel in the retail coal
business.

it it it

Chicago Corporation intends
to list its common on the New
York Stock Exchange, Richard

* Wagner, president, disclosed at
the annual meeting of stock-

; holders. At the same time, he
indicated the remaining out¬
standing preferred would be
retired by the company some
tune this year and the possibil¬
ity of another common dividend
in 1946. Both matters'are being
considered by the board of di¬
rectors, he said.

Kramer Elected fed
Sf Chicago Clearing
CHICAGO, ILL. — Ralph V/.

Davis, Chairman of the Board of
Governors of The Chicago Stock
Exchange, announced that Harold
I. Kramer had been elected Presi¬
dent cf tae Chicago Stock Clear¬
ing Corporation, the Exchange's
wholly-owned subsidiary.
Mr. Kramer received his edu¬

cation at Fenger High School and
the Central Y. M. C. A. College.
He was born in Ann Arbor, Micn-

igan August 13, 1907. Seventeen
years ago. he was employed by
the Exchange as a recorder on the
trading floor, where he worked
until he was transferred to the

quoiation department. Mr. Kramer
became an tmp'oyee of the Chic¬
ago Stock Clearing Corporation
when it was established on Janu¬

ary 2, 1930. He was made its vice-
president in 1942, which office he
has held to date. Mr. Kramer is
a resident of Wkeaton, Illinois
where he lives with his wife and
ten-year old daughter.
Mr. Davis also anounced the

election of Miss Evelynne Tor-
tore 1 as Assistant to the President,
Raymond M. Day. Yice-Prcs'd-nt
and George J. Bergman Secre¬
tary of tiie Chicago Stock Clearing
Corporation.

Larsen With Paine Webber
MUSKEGON, MICH.— Walter

Larsen has become associated
with Paine, Webber, Jackson &
Curtis. In the past he was head
cf Central Securities Co. of Mus¬

kegon.

TRADING MARKETS —

National Maiiinson

Fabrics Corp. Com.
*Standard Milling Co. Com.

^ATiderson-Prichard Oil
Conv. Pfd. and Com. , ,
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WilliamA.Fuller&Co.
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Members New York Security Dealers Ass'n
Membsrs Illinois Securities Dealers Ass'n
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and World Bank
J. V. JOSHI

India's Executive Director
of the Fund

Third of a series of bio¬
graphical captions of persons
connected With the Interna¬
tional Monetary Fund and the
Bank for Reconstruction and

Development.
As a former Cambridge student

of John Maynard Keynes, the eco¬

nomic advisor to the Reserve
Bank of India, Mr. Jagannath
V^shvwana'th
Joshi was

quite at ease
at the recent
Savannah in¬

augural meet¬
ing of the
World Fund
and the World

Bank. Mr.
Joshi has been

appointed
executive di¬
rector of the
Fund by his
G oveminent,
which is at

present one of
the Big Five
countries and

Jagannath V. Joshi

as such auto¬

matically entitled to an executive
director.
At Cambridge, Joshi joined

King's College in 1920. Three
years later he obtained a "first
in economics tripos" and as a re-

suit was awarded the Wrenbury
studentship, working under Mr.
Keynes as tutor. In 1924 he joined,
the Government of Bombay as.
Assistant Secretary of the Finance
Department. The following year
Joshi was appointed Assistant.
Secretary to the Indian Taxation
Incurry Committee. He became in
1927 special officer to prepare the
Bombay Government's financial
case for the Royal Commission on.
Constitutional Reforms. Subse¬
quently Jeshi served es T"eputy.
Director of Commercial Intelli¬
gence and Statistics, Deputy Di¬
rector nf Economic Research, Di¬
rector General of Commercial In-
teH'gf>nce and Statistics, and Dep¬
uty Economic Advisor of the
Govemil e"t of India, until in
1944 joined the Reserve Bank
of India.

Buckbee Now Proprietor
Frank R. Buckbee is now sole,

proprietor of Buckbee & Co., 42
Broadwav. New York City. Ed¬
ward J. McDermot, Jr., was for¬
merly a partner in the firm.

Chicago North Shore &
Milwaukee R. R.

1st 5s-36

Ref. 51/2S-56
Ref. 6s-55

CentralPub. Utility Corp.
Inc. 5V->s-52

irailsford & Go.
208 S. La Salle Street

CHICAGO 4
Tel. State 9868 CG 95
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A'ji

MSKINNONi
SECURITIES • COMMODITIES •

23*1 So. La Salle St.

Chicago 4

Branches in 35 Cities

Members New York Stock Exchange and other
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'NSTA CONVENTION SEPT 17-19

Edward. H. Welch, Sincere & Co., Chicago, Chairman of the
NSTA Convention Committee, has sent the following letter to mem¬
bers of the Association:

I have recently returned -from Seattle where I conferred with
the officers and directors of the Bond Traders Club of Seattle in
regard to the convention of the NSTA which will be held September
17-18-19, 1946, at the Hotel Olympic, Seattle, Wash.

While it is too eariy to give you the detailed Convention Pro¬
gram, I can assure you that you cannot afford to miss the first con¬
vention of the NSTA that has been held since 1941. !

Provisions have been made for several well-known speakers and;
,a number of forums and other meetings have been planned. A .com-'
piete program will be arranged for the ladies.

Ample time will be allowed for play and sightseeing. There will;
foe a Salmon Fishing Tournament, also a Field Day and other interest¬
ing entertainment.

Arrangements have been made for a special train leaving Chicago'
.on Saturday morning, Sept. 14, arriving in Seattle, Monday,
Sept. 16. Following the convention, the "special" will return via1
Portland, San Francisco and Los Angeles where the Traders Clubs
have made plans for our entertainment.% The "special" will leave
Los Angeles for Chicago on Friday, Sept. 27.

The "special" will be operated on an all-expense basis which'
will include rail, pullman, all hotels, also meals on the train and
transfers between trains and hotels. The cost will be approximately
$275 and $300 per person from Chicago to Seattle, returning via Los
Angeles. There will be various types of pullman accommodations
available and the cost will depend upon the kind of space desired.
Reservations for the "special" may now be made with me and the
.definite cost and schedule will be announced shortly.

Those who do not intend to travel on the "special" should make
their Seattle hotel reservations at once through Jack E. Jones, Hart¬
ley Rogers & Co., Seattle, Wash. Be sure to tell him the exact date
of your arrival, the type of rooms desired, and your correct address
said firm.

SECURITY TRADERS ASSOCIATION OF NEW YORK
Challenged by the Wall Street Athletic Association which is

•comprised of twelve teams, the Security Traders Association of New1
. York has picked up the gauntlet and is now forming a soft-ball team.
.The season opens May 13 at Croke Field, 238th Street and Broadway.
Members interested in playing should get in touch with Joseph C.
Eagan of Frank C. Masterson & Co. who will supply full details.
Members will play either on Monday nights or Thursday nights after
business.

Graf and Briggs Are
Elected by Byllesby
CHICAGO, ILL. — Announce¬

ment has been made of the elec¬
tion of Robert J. Graf as Chair¬

man of the Board and of Joseph
.H. Briggs as President of H. M.
Byllesby and Company, under¬
writers and dealers in investment

^securities with offices at 135
. South La Salle Street. Mr. Briggs,
.formerly executive vice president
and chairman of the executive

committee, has been with the
•company since 1909. Mr. Graf, one
of the original partners in the
Byllesby organization when it
was founded in 1902, had been
president since 1936,

We have an analysis of

Hammond

Instrument Co.
COMMON

Copies on request

CASWELL & CO.
120 SoUth La Salle Street

CHICAGO 3, ILL.
Tele. CG 1122 Phone Central 5690

CHICAGO, ILL.—The Munici¬
pal Bond Club of Chicago has
elected Robert E. Simond, Halsey,
Stuart & Co., Inc., President for
the ensuing year. Don G. Miehls,
William Blair & Co., was chosen
secretary, and Carl H. Oilman,
Kebbon, McCormick & Co.,
Treasurer.

Other directors elected were:

Richard M. Delafield, The First
Boston Corp.; Elmer G. flassman,
A. G. Becker & Co., Ihc.; James A.

Quigg, Paine, Webber, Jackson &
Curtis; and John S. Weatherston.

Graham, Parsons & Co.

Preis? fiwrrfwi
Pickering Lumber Com.

/:£ : C. G. Conn

Consol. Dearborn Com.

Hearst Class A

STRAUS & BLOSSER
Members New York Stock Exchange
Members Chicago Stock Exchange
Associate Member New York Curb

135 South La Salle St.. Chicago 3, 111.
Tel. ANDover 5700 Tele.'CG 650-651

Trading Markets

Abitibi P. & P. Co. Com. & Pfd.

Brown Co. Com. & Pfd.

Cinema Television

Fresnillo Co.

Gaumont British Pictures.

Minn. & Ontario Paper, Com. <r

Oroville Dredging
Rhodesian Anglo American

Rhodesia Broken Hills

Rhodesian Selection Trust

San Francisco Mines (Mexico)
Scophony, Ltd.

Steep Rock Iron Mines
Vicana Sugar Co. 6/55

Vicana Sugar Co., Common

ZIPPIN & COMPANY
Specialists in Foreign Securities

298 S. M Salle Street
Chicago 4, Illinois

Randolph 4696 CG 451

•Dealerdlroker ^vestmmFQ?.
Recommendation$ qpd%Uemtum
It is understood that the firms mentioned will he pleased

to send interested parties .the following literature;

Aviation Bulletin, including a,
field survey of the Airframe Com-'
panies—-John H. Lewis & Co. 14,
Wall Street, New York 5, N. Y. I

"Come West for Opportunities"!
Dealers can earn 25% of the:

commission on orders executed on|
the Los Angeles Stock Exchange!
—details from Barbour,. Smith &!
Co., 210 West Seventh Street, Losi
Angeles 14, Calif.

— ; ;
Floor Covering Industry—Study!

of attractive outlook—In the
"Fortnightly Market and Business
Survey"—E. F. H.utton & Com¬
pany, 61 Broadway, New York 6,
N. Y. *

Ideas for- Dealers—In the May
issue analyses of the Emporium
Capwell Co.; Seabord Finance Co.;
Textron, Inc.; and Steamship
Stocks—'Kaiser & Co., Russ Build¬
ing, San Francisco 4, Calif.
Also available is a detailed

analysis of Anglo-California Na¬
tional Bank of San Francisco.

New York .City Bank Stocks-
Comparison r and analysis of 19!
stocks for the first quarter of!
1946—Laird, Bisseil & Meeds, 120
Broadway, New York 5, N. Y.

Paper Industry—Summary and
outlook—Hirsch & Co., 25 Broad
Street, New York 4, N. Y.

Geared to the News—Brochure
of comment and review contain¬
ing brief analyses of Philip Carey
Manufacturing Co.; Sargent & Co.:;
The Upson Company; Lawrencei
Portland Cement Co.; The Parker
Appliance Co.; Pettibone Mulliken
Corp.; Armstrong Rubber Co.;,
Ohio Leather Co.; American Fur¬
niture Co.; Punta Alegre Sugar;
Corp.; Ilaytian Corporation of
America; Latrobe Electric Steel
Co.; Ray-O-Vac Company; Fort
Pitt Bridge Works and Welch
Grape Juice Co.—Strauss Bros., 32
Broadway, New York 4, N. Y.

Railroad Income Bonds—Recent
developments affecting these se¬

curities, and a memorandum on
Florida Power & Light in the
Fortnightly Investment Letter—
H. Hentz & Co., 60 Beaver Street,
New York 4, N. Y.

American Forging and Socket-
Circular—De Young, Larson &
Tornga, Grand Rapids National
Bank Building, Grand Rapids 2.
Mich.

- Br*"* & Pon, Inc.—Memorandum
• (Continued on page 2543)

T

For the next upturn in the market,
buy "A non-callable margin account."

Pacific - American Investors, Inc.
(a leverage trust)

Net Asset Value Common Stock (April 30) $6.54

Current Market 4 i/i at 4%

Memorandum on Request

KITUIIEN .ft CO.
135 SvLA 'SALLE ST.

CHICAGO 3, ILL.

■
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F. 0. Gearharl Elected
Director of Higgins i
The election of Frederick

Gearhart, Jr;, as a Director of
Higgins, Inc., New Orleans, -was
a n n o u nc e d

today b y
Andrew Jack¬
son Higgins,:
President. Mr.

Gearhart,
who is Presi¬

dent of the
N. Y. invest¬
ment banking
firm of Kobbe,
Gearhart &

Co., also is a
Director of
Globe Air¬
craft Corp. of
Fort Worth,
Tex.;, Wilcox
Gay Corp. of
Charlotte, Mich.; Otto Airlines of
Newark, N. J.; Consolidated In¬
dustries of Lafayette, Ind.; Vir¬
ginia Dare Stores and other com¬

panies.
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*Circv.liii' aca'.lable upon request.
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CHICAGO 3, ILLINOIS

Telephone: Dearborn 6161 Teletype'. CG 1200

CONTINUOUS INTEREST IN:
THESECURITIES OF

Koehring Co.
NekoosarEdwarch JPaPer Cp.
Central Paper Co., Corm '

Cons. Water Pwr. and Paper Co
Wisconsin Power and Light Co
Compo Shoe Mach. Co

Weycnberg Shoo Mfg. Co.
National .Tool Co,..
Nprihern Paper Mills Co.
Froedtert Grain & Malt. Co.

Hamilton Mfg. Co.
James Manufacturing Co.

1

I
;

I

I
*

• •
Mtuntv.»txcha.^K. I

I " 225 EAST MASON ST. " M1LWA JFEE (2), WIS. j
^ PHONES—Daily 5392 Chicago- Sia'e 0933 Teletype Ml 48a j

F.'D. Gearhart, Jr.-

Witter to Admit Moore |
SAN FRANCISCO, CALIF. —

Dean Witter & Co., 45 Montgom¬
ery Street, members of the New
York and San Francisco Stock Ex¬

changes and other national ex¬

changes, will admit Charles E.
Moore to limited partnership in
the firm on May 16.

STERUNC

MOTOR TRUCK

COMPANY, INC.

4

Common Stock

t . , ,.v,.

Circular on Request
1

☆

ADAMS & CO.
231 SOUTH LA SALLE STREET

. CHICAGO 4. ILLINOIS

TELETYPE CG 361 PHONJE STATE 0101

Aef9ii$a Aircraft Corp.
Appleton Manufacturing

Company
- Howard Industries, Inc.

Hydraulic Press Mfg. Co.

Kropp Forge Co.

Miller Manuf^toririjg^
Puget Sound Power

: & Light Co.v»

Superior Tool & Die Co.

Trailipcbile Company i

§ i

COMSTOCK & CO.
CHICAGO .4

'.31 So. La Salle St. Dearborn 1501

Teletype CG 955 ; ?

\£ m if
Macfadden Publications

Gisholt Machine

All Wi6Con?in Issues

HQILEY, DAYTON & 6ERN0N
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CG 269! " ' Central 0780
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H that large Hotel Chain goes through with its plan to float a
new public issue, it may be the forerunner of the return of public
financing of real estate. New real estate issues have been nil since
John Q. Public discovered that after 40 years an investor could take
a loss on real estate bonds.

The referee in the Chanin Building reorganization has filed his
report with the Court. Hearings
will shortly be held before the
Court. Conclusion of the reorgani¬
zation will probably be delayed
as we understand that the plan
presented is not approved by the
committee representing the largest
amount of 1st mortgage bonds.

The Pierrepont Hotel recently

BLOCKS OF

REAL ESTATE

SECURITIES

WANTED

We will pay above
prevailing bid prices
and in some instances

above prevailing of¬
fering prices for cer¬

tain blocks of se¬

lected unlisted real

estate securities.

SHASKAN & CO.
Atamberx New York Slock Exchange
Member* New York Curb Exchange

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

Offerings Wanted

REAL ESTATE

Stocks & Bonds

L. J. GOLDWATER & CO
Member* New York Security Dealer* As*n.

39 Broadway
New York 6, N. Y.

HAnover 2-8970 Teletype NY 1-1203

Offerings Wanted:

Beacon Hotel 2-4/58

Broadway New St. 3/61

165 Broadway 4^/58
Poli New England Theatre 5/83

Westinghouse BIdg. 4/48

J. S. Strauss & Co.
155 Montgomery St., San Francisco 4

Tele. SF 61 & 62 EXbrook 1285
■ - : -

Real Estate Securities
Prlncfe ^ Jtefayette Streets

5s '52—New York

|4 Lott Hotels. Inc.—Chicago
Devon Corp. Detroit

Roosevelt Hotel, Common

Myles Standish Co. Boston

Valiquet. & Co.
135 So. La Salle St.

CHICAGO
CG-81 Central 4402

had to call a number of its

bonds at 104. Sinking funds of
real estate securities are find¬

ing it very difficult to secure

tenders, so don't be surprised
if other trustees call bonds
from time to time.

The recent drop in the market
of 165 Broadway bonds has been
attributed to the premise that the
recent fatal accident on one of
their elevators may necessitate the
changing over from hydraulic to
electric elevators. The cost of

such a change would be consider¬
able. Such an expense, however,
could be amortized by higher
rents inasmuch as the rent laws
on commercial buildings are sub¬
ject to a fair return to the lessor.
It will be interesting to see

which of the downtown build¬

ings which are predominately
occupied by the Government is
the first to get a release on its
space. Included in this catagory
are 39 Broadway (Broadway-
Trinity Place 1963), 42
Broadway (Broadway-New 3-4s
1961) and 50 Broadway. Which¬
ever is first will certainly bene¬
fit, as all three buildings have
enough space now occupied by
the Government to probably
fill the current civilian de¬
mand for space in the neighbor¬
hood. It will be just too bad for
the building 'that gets its space
back last.

A new moving picture theatre
is being erected on Park Avenue
where seats will only be sold on a

subscription basis by the year. . . .

Due to the housing shortage co¬

operative apartments are becom¬
ing the vogue again—certainly a
new era we are living in. By the
way, there are certain real estate
security issues which would be
helped considerably if their apart¬
ments are sold co-operatively.
Bondholders should suggest it to
the manag^n^ent of their proper¬
ties. Two properties where we
think it couM be dorie advanta¬

geously might be the Majestic
and 1088 Park Avenue.

Traders are waiting for the June
interest payment on The Broad¬
way-Barclay bonds. They pay fixed
interest at 2% plus an extra on
June 1, earnings permitting. Cur¬

rent market price of the bonds
place a value of only $3,600,000
for the property.. The property
cost over $8,000,000 in 1926. Cur¬
rent market is 57-58V2 and a

better interest payment than last
year (2.4%) may cause the bonds
to sell at a higher price more
commensurate with their intrinsic
value for land, brick and mortar.

Laymen are wondering at the
reorganization of the Winde-
mere Hotel. In the previous re¬

organization the bonds were se¬

cured by a mortgage on the
property and a pledge with the
trustee of the entire capital
stock of the company duly en¬

dorsed in blank for transfer

together with a deed to the

property not to be returned to
the owners until the mortgage
was reduced to $1,300,000. Bonds
and mortgage which are due
this year still amount to $2,-
565,500 and the owner is in
court with a reorganization plan
again.

Henry Benson Is With
Wm. E* Pollock Go.
Henry Benson, Warrant Officer,

AUS, has been released from duty
and is now associated with Wm. E.

Henry Benson
i!

Pollock & Co., Inc., 20 Pine Street,
New York City, in the sales de¬
partment. Before he entered the
army, he was with Salomon Bros.
& Hutzler for over ten years.

R. F, Ruth & Co. Is
Formed in Los Angeles

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Reu¬
ben F. Ruth III has formed R. F.
Ruth & Co. with offices at 639
South Spring Street to engage in
the, investment business. Associ¬
ated with him will be William S.

Cook, Sheppard W. King, Jr., and
Edwin H. May. All were formerly
with Hope & Co., of which Mr.
Ruth was manager.

Commodore Hotel, Inc.

Descriptive Circular on request

Seligman, Lubetkin & Co.
Incorporated

Members New York Security Dealers Association

41 Broad Street, New York 4 HAnover 2-2100

We invite inquiries from dealers
for offerings of

Real Estate Bonds and Stocks

Amotj ,Bas*er>&
0

Incorporated * * *-

150 Broadway New'York 7, N. Y.
Tel. BArclay 7-4880 Teletype NY 1-588

Public Service Company of New Hampshire
A number of new utility operating company common stocks are

making their debut to the investing public this year. Scranton Elec¬
tric appeared last week and (subject to SEC approval) Public Serv¬
ice Company of New Hampshire common stock is slated for offering
this week.

The company is a subsidiary of New England Public Service
Company and while the parent^
company is not yet disposing of
its stockholdings, the company is
doing some preliminary "stream¬
lining." The $21,080,000 1st 3y4s
of 1973 are not being disturbed,
but the $2,000,000 Serial Notes are

being retired, the $6 and $5 pfd.
stocks reduced in amount and re¬

funded, and additional common
stock is being sold to the public
in order to improve the capital
set-up (cash realized being used
mainly for the retirements men¬
tioned). With the new set-up and
eliminating plant intangibles,
capital ratios are estimated at
48% bonds, 24% preferred stock
and 28% common equity—a mod¬
erate improvement over the
theoretical "norm" of 50-25-25.
The company is largely hydro¬

electric, with steam operations
only about 28% of the total, al¬
though in a low-water year steam
power might amount to 50% of
the total. Last year and thus far
this year water conditions have
been excellent. Share earnings
would, of course, be lower in a
low-water year — perhaps to the
extent of 5% or 10%, it is esti¬
mated.

A pro forma income statement
for 1945 in the preliminary pros¬

pectus, after adjustment to the
new tax law, indicates over-all
coverage of fixed charges and
estimated preferred dividends of
3.05 in 1945. Dividends have been

paid on the old preferred stocks
since the company's organization
in 1926.

Share earnings and dividends
on the common stock are difficult
to appraise accurately because of
the unusual character of the com¬

mon stock issue. The company
will offer exactly $5,000,000 worth
of stock, and until the bids are
received it will be impossible to
arrive at the exact number of new
shares which will be issued. The
present outstanding 137,180 shares
of common (no par) which are all
owned by NEPSCO, will be ex¬

changed for 565,553 shares of new
$10 par value common. If the
company received a net price of
$37 a share, the additional amount
issued would be approximately
135,000 shares, bringing the total

to approximately 700,000—a con¬

venient round figure.
Pro forma net income in 1945

was $1,436,589 after new preferred
dividends. However, this does not
take account of tax savings under
the new law which would have
amounted to an estimated $634,000,
bringing the adjusted pro forma
earnings to $2,070,000—equivalent
to about $2.97 a share on the esti¬
mated number of common shares.
The company has indicated its

intention to inaugurate a policy of
distributing in dividends about
$270,000 quarterly (equivalent to
about 38c a share). However, this
would amount to only a little
over half the adjusted pro forma
earnings and the possibility of an
increase in the rate (if earnings
are maintained at the estimated

level) may prove a factor in the
marketing of the stock.
The company is understood to

have excellent management,
reasonably low residential rates as

compared with neighboring com¬
panies and good labor relations (a
wage increase of about 10% hav¬
ing been granted). A logical stock
with which to compare it would
seem to be Central Vermont Pub¬
lic Service currently selling
around 25 to yield about 4.33%,
although New Hampshire's growth
prospects should be somewhat
better than Central Vermont's,
and allowance must be made for
New Hampshire's conservative
initial dividend rate.

Paul Bareau to Leave

For England Shortly
WASHINGTON, D. C., May 8.—

Paul Bareau of the British Treas¬

ury staff in Washington is return¬
ing to England within a few days.
Mr. Bareau, who has been serving
as economist and-: public relations
officer under Mr. R. H. Brand,
was a member of the British dele¬

gation at the Savannah Fund and
Bank meetings. He is now leav¬
ing the Government service to re¬
turn to his positions as banking
editor of the "Economist" and
deputy City (financial) editor of
the "News Chronicle."

Southwestern Public Service
Common

Southwestern Electric Service
Common

Texas Public Service
Common

Puget Sound Power & Light
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What Lies Ahead in the
Home Building Field?

By WILLIAM K. DIVERS*
Special Assistant to Wilson W. Wyatt, National Housing Expediter

Housing official declares that his agency is anxious to end Govern¬
ment controls and intervention. States that some further price
increases are necessary, preferably through premium payments
to stimulate production. Warns, however, against dropping price
controls, which would entail a boom-ami-bust following the 1919-
1921 pattern. Estimates that present labor force in home-building
industry must be tripled by mid-1947, to fulfill the Government's
program.

I have been asked to speak on "What Lies Ahead in the Home
Building Field" from the viewpoint of a Government official. In
order to present this subject in an^
orderly fashion I would first like
to describe the Veterans Emer¬

gency Housing Program and to
describe what steps have been
taken with reference to the vari¬
ous parts of the program.
The Veterans Emergency Hous¬

ing Program as approved by Pres¬
ident Truman, provides for the
start of 2,700,000 dwellings, prin¬
cipally for veterans, in 1946 and
1947.
The 1946 program calls for the

start of 200,000 temporary dwell¬
ings from the use of surplus tem¬
porary war housing and surplus
facilities, principally barracks, of
the Army and Navy. Almost 100,-
000 of these units will be made
available to universities and col¬

leges to house veterans who are

taking advantage of the educa¬
tional provisions of the GI Bill of
Rights and who could not other¬
wise enjoy the benefits of these
provisions. The balance is being

made available to cities and vil¬

lages to provide emergency ac¬
commodations for veterans and

their families. In the conversion
of barracks to family quarters the
use of building materials will be
kept to a minimum and will be
drawn so far as possible from
government stocks. The fullest
use will be made of materials not
suitable for permanent construc¬
tion. In discharging this respon¬

sibility, the Federal Public Hous¬
ing Authority which has charge of
this phase of the program has
adopted the following general
policy:

1. Materials used in construction
of temporary dwellings shall
be, wherever possible, those

(Continued on page 2534)

*A talk by Mr. Divers before
the Mortgage Bankers Ass'n in
New York City, April 29, 1946.

What Lies Ahead
In Interest Rates?

By MILES L. COLEAN*

Housing Economist

Economist predicts that under current political philosophy interest
rates will be kept artificially low. States that the country is oper¬
ating under theory government ought to fix the rate at any level
needed for accomplishment of stated objectives. Sees this entail¬
ing (1) formation of federally-capitalized credit institutions, isolat¬
ing urban mortgages, farm loans, and considerable commercial
loans from market rates of interest; (2) government bargaining
with private lending institutions for a reduced rate in return for
assuming part of lender's risk; and (3) combining government

- lending with subsidy to produce a rate lower than is available to
the government itself—as in public housing operations.
We have been taught to believe that the rate of interest was

something determined by the supply and demand for capital. The
level of the rate was a market

T -rrtr- a sit

phenomenon.
Governmental regulation or re¬

striction of the rate where it was
evolved at all under this theory,
was intended simply to protect
the ignorant or weak borrower
from unscrupulous lenders. Even
Adam Smith condoned regulation
on this basis. Referring to succes¬
sive lowerings of the legal rate in
England up to his time, he re¬
marked:

"All these different statutory
regulations seem to have been
made with great propriety.
They seem to have followed and
not gone before the market rate
of interest, or the rate at which
people of good credit custo¬
marily borrowed."

With the last decade or so, we
have seen the appearance of a

new interest rate .theory—a the¬
ory that the rate ought to be at
any level deterj)ii£$d.
priate for the
stated objectives.

; With the theor^-: b#
rate goes a newdheorc
ture of capital format
distant school days, it was as¬
sumed that capital formation was
the result of savings, that in or¬
der to obtain capital for invest¬
ment some inducement to saving
was necessary.

, The new policy stems from
quite a different point of view. It

of the m

>ft.Vln ot

assumes first of all that, in a

highly industrialized economy,
there need no longer be any spe¬
cial incentive to saving. As
stated before the Temporary Na¬
tional Economic Committee by
Adolph A. Berle, Jr.: "When the
scientific development which be¬
gan in 1900 began to reach its
peak, we suddenly found our¬
selves in a state of affairs which
is frequently described as a sur¬

plus economy,, by which I mean
that the productive mechanism of
the country could produce more
than the effective demand. At
that point there was no particular
need to bribe or cajole or reward
anyone for not consuming, be¬
cause if he consumed everything
he was able to there was still ca¬

pacity left over, and at that point
tne economics have distinctly
changed."
As a corollary to this assump-

it was taken that the com-
°*

pelling factor in the investment
process was no longer the incen¬
tive to the saver, but the need for
capital funds, and that the rate of
interest was not to be determined

by what is necessary to cajole a

saver, as Mr. Berle puts it, but by
what was needed to get a partic-

(Continued on page 2521) <

*A talk by Mr. Colean before
the Mortgage Bankers Ass'n, New
York City, April 29, 1946.

M» Bowlin WlHi
Sills, Minion & Co.

(Special to The Financial Chronicle)

CHICAGO, ILL. — Seaton A.
Bowlin has become associated
with Sills, Minton & Co., Inc., 209
South LaSalle Street, members of
the Chicago Stock Exchange. Mr.
Bowlin was formerly with Mason,
Moran & Co., and prior thereto
was manager of the municipal de¬
partment for Thompson Ross Se¬
curities Co.

Dinner Meeting of
La Salle Street Women
CHICAGO, ILL. — La Salle

Street Women will take a flying
trip to Mexico with a technicolor
film as its "magic carpet," at its
dinner meeting, 6:15 p.m. May 15,
at Martin's Restaurant, 120 South
La Salle Street, Chicago. Fer¬
nando R. Capevielle, advisor and
lecturer on domestic and inter¬
national air travel via American
Airlines System, will "personally
conduct" the tour. Senor Cape¬
vielle is an officer of the Mexican
Chamber of Commerce and a

member of the Board of Directors
of the "Circulo Mexicano," a club
designed to foster closer relation¬
ship between the citizens of Latin
America and travelers from the
United States.

2513
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By ROGER \V. BABSON

Asserting Government fact-finding committees "are the bunk," Mr.
Babson points out it is a crazy idea to think a few men in a few|
weeks can gather facts on which to base wages. Holds pending .

Minimum Wage Bill is the greatest inflatjon-producing law ever con¬
ceived and urges more production of better products and "spiritual ,

awakening" as better wage-price factors than fact-finding.
There are many subjects of which I know nothing; but a few

concerning which experience has taught me much. One of these is
"f act-fin d-«

whether wages should be increased
5 cents or 20 cents.
To add to this, bunkum, our

good President goes into a trance
and, by palmistry or tea-leaf
reading, pulls 18V2 cents

, out of
the blue sky and calls that "fact¬
finding." It has long been an old
joke that there are three kinds of

lies, namely —- "simple lies,
damned lies and statistics." Welj,
that joke should now be amended
to include a fourth kind of lie-~
the worst of all—namely, "fact>
finding."

ing." My en¬
tire life has
been given to
this.

Beware of the
Bunk

Hence, I am
much inter¬
ested in the
various "fact¬

finding" com¬

mittees which
are being ap¬

pointed by the
government in
c o n n e c -

tion with la¬

bor disputes.
Well, let me say that most of them
are the bunk. The idea is crazy
that three men, unacquainted with
an industry, can—in four weeks
or even four months—get enough
facts about that industry to say

Roger W. Babson

Wage Increases Cause Inflation

However, as a result of this
bunkum we are now having wages

artificially fixed by one factf
finding board, prices fixed by an*
other fact-finding board, hours
fixed by another fact-finding
board, profits fixed by another

(Continued on page 2547) '

This is not an Offering Circular. The offer of these Bonds is made only by means of the Offering
Circular, uhich should be read prior to any purchase of these Bonds.

NEW ISSUES

$60,000,000

Texas and New Orleans Railroad Company
First and Refunding Mortgage Bonds

$15,000,000 3 Series B, due April 1, 1970

$45,000,000 3%% Series C, due April 1, 1990

Unconditionally guaranteed by endorsement as to principal and interest
by Southern Pacific Company.

The issue, sale and guaranty of these Bonds are subject to authorization
by the Interstate Commerce Commission.

Series B

OFFERING PRICES

100% I Series C
In each case with accrued interest from April 1, 1946

100%

Copies of the Offering Circular are obtainable from only such of the undersigned as

■.nay legally offer these Bonds in compliance with the securities laws

of the respective States.

Kuhn, Loeb & Co.

Blyth & Co., Inc. Eastman, Dillon & Co. The First Boston Corporation

Glore, Forgan & Co. Goldman, Sachs & Co. Harriman Ripley & Co.
Incorporated

Kidder, Peabody & Co. Lazard Freres & Co. Mellon Securities Corporation

Salomon Bros. & Hutzler

Union Securities Corporation

Stone & Webster Securities Corporation

White, Weld &<^7
Hallgartfen ft Co. '*

rJil

A. G. Becker ft Co. Dick & Merle-Smith
Incorporated '

Hemphill, Noyes & Co. Lee Higginson Corporation 51

Merrill Lynch, Pierce, Fenner ft Beane

R. W. Pressprich & Co. ,

May 7, 1946.

F. S. Moseley ft Co.

F. B. Roilias ft Sons . :'. : V.f
Incorporated?; .
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Illinois Central is expected momentarily to make a new offer to
holders of underlying bonds maturing in the early 1950s in a further
attempt to consolidate its very complicated debt structure and get a
substantial portion of its heavy early.maturities out of the way. The
bonds to be affected are those for which tenders were requested late
last year, consisting of all of the divisional liens covering mileage
north of the Ohio River. In addi- —

tion, an offer will be made to
holders of the Chicago, St. Louis
& New Orleans Consolidated 3V2s
and 5s and the Memphis Division
4s, 1951, which bonds were not
included in the original call for
tenders. Apparently the only bonds
maturing from now through 1952
which are not to participate in the
new plan are the Cairo Bridge 4s,
1950 which are outstanding in the

amount of only about $2,000,000.
The total of bonds to be made

an offer in the new plan is in¬
dicated at just slightly under

$50,000,000. In all, thirteen dif¬
ferent issues are involved and

Alabama Mills, Inc.

Arden Farms

Common & Preferred

Pacific Airmotive

Common

Chicago Railways
Cons. "A" 5s, £927

Ernst&Co.
! MEMBERS
New York Stock Exchange and other
leading Security and Commodity Exchs.

120 Broadway, New York5,N.Y.

231 So. LaSalle St., Chicago 4, 111.

Specialists in

RAILROAD

SECURITIES
Selected Situations at all Times

GUARANTEED RAILROAD STOCKS-BONDS

25 Broad Street New York 4, N. Y.
Telephone BOwling Green S-6400

Teletype NY 1-1063

Susquehanna,

Bloomsburg
& Berwick R. R.

f.ra;

. v%!-.'

5s, 1952
S ':<s ■

Adams& Peck
63 Wall Street, New York 5

fowling Green 9-8120 Tele. NY.1-724

Boston Philadelphia. Hartford

seventeen individual scries of
bonds. All of the holders are to be
offered par for par in a new 1st
St Refunding 3!s% bond maturing
in 1976. In addition, there would
be varying amounts of cash of¬
fered to holders of the individual
series. With respect to the bonds
on which tenders were asked last
year the cash bonus would be the
same as the maximum premium
paid in the tender operation. The
cash payment on the Chicago, St.
Louis & New Orleans 3V2S would
be $76.25, on the 5s it would be
$147.50 and on the Memphis Divi¬
sion 4s it would be $108.75. It is.
generally expected in financial
circles that the new plan will meet
with considerably greater success

than the initial tender offer when
only $15,504,000 out of roughly
$54,000,000 affected bonds were

accepted.

Following the exchange offer to
the underlying bonds, and pre¬

sumably depending on its success,

the company will move on to. the
long awaited refunding of the
$35,000,000 Refunding 4s and 5s,
1955. These bonds are next call¬

able on November 1, at 107V2. It is

proposed to effect this refunding
through public sale of a second
series of the new 1st & Refunding

Mortgage which is to be offered to
holders of the near maturity un¬

derlying bonds. This new mort¬

gage will have a senior lien on the
entire northern section of the sys¬

tem and presumably a junior lien tialities

on the southern part, and should
readily qualify as a sound invest-

| ment medium. The belief that the
j new bonds should sell at a pre-
i mium, even with the recent weak¬
ness throughout the bond market,
is the reason for the expectation
that the new plan will be better
received than the call for tenders

last year.

Illinois Central has for some

time engaged in an aggressive
debt retirement program and even
without allowing for the new plan
it is indicated that fix.ed charges
have been reduced to an annual

level of roundly $12,000,000. Suc¬
cess of the new plan and refund¬
ing of the outstanding 4s and 5s.
1955 at a lower interest rate could
well reduce the annual require¬
ments below $11,000,000. This
compares with fixed charges of
more than $17,000,000 supported
ten years ago and should be sup¬

portable by a comfortable margin
even in periods of subnormal gen¬
eral business activity. It is notable
that during the past ten years in¬
come available for charges, before
Federal income taxes, has never

dipped as low as $17,500,000. Per¬
haps even more important than
the reduction in fixed charges has

been the gradual elimination of
what appeared a few years ago

to be an impossible maturity
schedule in the early 1950s. Aside

from the bonds which are to be

made an exchange offer and the

4s and 5s, 1955 which it is pro¬

posed to call, the road- has only
about $38,'000,000 of non-equip¬
ment maturities within the next

fifteen years.

Reflecting the favorable impli¬
cations of the pending proposals
the Illinois Central common

stock has been attracting increas¬

ing speculative interest in recent
trading sessions and many rail
analysts still consider it as having
further wide appreciation poten-

Railroad Bonds and Slocks

pflugfelder, bampt0n & rust
Members New York Stock Exchange

61 Broadway New York 6
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For Batiks and Brokers

E. W. Bliss Company*
$2.25 Convertible Preferred

* Prospectus on Request

Northern States Power Company (Del.)
7% Cumulative Preferred — 6% Cumulative Preferred
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SUTROBROS. & CO.
Members New York Stock Exchange

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

BUDA CO.

GETCHELL MINE, INC.
UNITED PUBLIC SERVICE

UNITED PUBLIC UTILITIES

1. h. rothchild & co.
Member of National Association 52 wall street
of Securities Dealers, Inc. HAnover 2-9072
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Customers'BrokersAss'nCiteViews
on SEC Proposed New Issue Rule

In line with our request for comments from dealers and
others regarding the proposed SEC rule pertaining to allot¬
ments of new security issues to so-called ''insiders," we have
received a copy of a letter sent to the Commission under date
of April 30 by the Association of Customers' Brokers of
New York City. This letter is reproduced below and, in this
connection, we should like to repeat our invitation for com¬
ments from others regarding the proposed rule. Letters
should be addressed to Editor, Commercial and Financial
Chronicle, 25 Park Place, New York 8, N. Y. (The accom¬
panying communication, incidentally, is the thirteenth to
be published on the subject, the earlier ones having appeared
in previous issues, starting with that of April 25.)
Securities & Exchange Commission
Philadelphia, Pa.

Attention: Mr. James A. Treanor, Jr.
Reference: Proposed Rule X-1502-3
Gentlemen:

The above proposed rule regarding which you
asked for comments and suggestions of interested persons in
your press release of April 16th, was discussed at a recent
meeting of the Executive Committee of the Association of
Customers' Brokers. A resolution was passed requesting that
the consensus of our meeting be conveyed to your com¬
mission.

While we favor regulations which may be nec¬

essary to eliminate and prohibit abuses in the distribution of
securities, we feel that the wording in paragraph (b) of the;
proposed rule is not sufficiently clear. We suggest that this
be clarified so that estate accounts, trustee accounts and ac¬

counts of relatives in which partners, employees or dealers
have no beneficial interest shall be specifically exempted
from the provisions of the proposed rule. The principals in-
such accounts are part of the investing public and are en¬
titled to the same consideration as all other customers. We
trust that such is the intention of the proposed rule, since
anything to the contrary would discriminate against the con¬
stitutional rights of one particular group of clients.

In our opinion, the public interest is served
only to the extent that all groups are treated equally.

Respectfully yours,

ASSOCIATION OF CUSTOMERS' BROKERS

DCB:po'd Donald C. Blanke, President,
for the Executive Committee.

NY Security Analysts
To Hold Annual Meeting
The New York Society of Se¬

curity Analysts, Inc. will hold its
annual meeting on May 28th,
according to announcement by N.
Leonard Jarvis, President of the
Association. The meeting, which
will be held at 1 p.m. at 56 Broad
Street, will be a business meeting
for members only, and it is asked
that no guests be invited.
Business of the meeting will in¬

clude a vote on the adoption of
certain proposed amendments to
the Constitution, the election of
officers and members of the
Executive Committee, and a vote
on a proposal for the use of identi¬
fying badges for use of members
at the luncheon forums.

The nominating committee has
presented the following slate:
President: Pierre R. Bretey,

Baker, Weeks & Harden.
Vice-President: Shelby Cullom

Davis.

Secretary: Glenelg P. Caterer,
Lionel D. Edie & Co.
Treasurer: Irving Kahn, Wert-

heim & Co.

Executive Committee for term
of two years: Eugene J. Habas,
Lehman Corp.; George E. Shea,
Jr., Barron's; D'Arcy Parrott,
Fahnestock & Co.; John W.
Spurdle, Dominiek & Dominick;
Edwin L. Thompson, Tucker,
Anthony & Co.
Executive Committee for term

of one year: Ralph A. Rotnem,'
Harris, Upham & Co.; Truslow
W. Hyde.
In the event the proposed

amendment is voted providing for
the appointment to the Executive
Committee of the last five ex-

presidents of the Society, Warren
Clark, Brundage, Story & Rose,
is also nominated to the Execu¬
tive Committee for a term of one

year.

E. Ralph Sterling, Merrill
Lynch, Pierce, Fenner St Bearie,
has been nominated as a member
of the executive committee for a

term of two years by petition.

Lehigh Valleys Railroad
. U ' is i'V.V !' "Ii s-; 4\ \\vj

General and Consolidated 4s-4M:s-5s, 2003

Circular Up6n Request

Mclaughlin, reuss & co.
Members New York Stock Exchange

ONE WALL STREET NEW YORK 5
TEL. HANOVER-2-1355 TELETYPE NY 1-2155

Philadelphia Telephone — Lombard 9068
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The underground sale of sleeping car space is a national scandal
The railroads cannot escape responsibility. The C & 0 Lines offer
a solution that wiltkill the racket— if other roads

9 9

Have you tried to make a sleeper reser¬

vation lately?

If you travel very much, you must have
run into a situation that is being reported by

angry passengers all over America. No space

for sale at the ticket windows. But plenty of

empty berths and rooms when the train

pulls out.

Often you can't buy a ticket through

legitimate channels. But you can get one any

time, by going to the "right" person and

greasing him with the "right" price.

Here are just a few of the typical cases that
have been reported to the C&O:

Mr. X. in New York, needing to go to San

Francisco, asked what was the earliest

moment at which reservations could he

made. He was told 8:00 A.M. of a certain
date. At 8:00 A.M. on that date he was in

front of the ticket window—the first in line.
When the window opened he was told the

train was sold out. He managed to get

accommodations to Chicago by paying a

black market price. In Chicago>after 5 hours

of desperate effort he got space on the

"Chief'—by paying $20 extra to a gouger.

On board the "Chief" there was plenty of
unoccupied space. The conductor explained
that it was due to "last minute cancella¬

tions."

Mrs. K., a service wife, planned a little trip
for her husband's furlough. Unable to get

space, she tried the black market. Space was

offered at double the normal price. She
couldn't afford it. A travel agent offered her

space if she would stop at a very expensive

hotel—which, again, she couldn't afford.
The K's didn't get their trip.

Miss Q. had an experience in a New York

station. She was told cancelled tickets for
her destination would go on sale at 10:00

o'clock. She waited in line more than half
an hour. When a ticket was brought back,
a - man behind her held up some money.

The ticket seller said there was no space for
sale. The line dispersed, but Miss Q: waited
and saw the tnan with the bribe come

back and instantly get his ticket.

1
These are not mere wartime experiences.

People by the thousands are having them

today. And whether or not many railroad or

Pullman employees are directly involved in
the scandal, neither the railroads nor the
Pullman Company can escape responsibility.
For slipshod policing, and inability to see the
need for reforms, leave the door wide open to

racketeers.

WhatBecomes of All the Space?

Sleeping car tickets can be bought up weeks
in advance—in "blocks"—by hotels, travel

agencies, or by anyone who has the money to

pay for them. There is nothing to prevent this

space leaking into the black market except
the honesty of the man who buys it.

£

The space is bought and paid for in

advance, but, if it is not re-sold, it can be
turned in for a refund up to the minute of
train departure. Therefore, anyone who wants
to run a black market in sleeping car space

can do so without any financial risk.

Reform Agitated Since 1943

For more than three years the C&O has been

trying to get other railroads and the Pullman
Company to agree to action that would kill
the ticket racket. A proposal of a 25% for¬
feiture on tickets not cancelled in a reasonable

time was voted down because "passengers
would be offended." Lame duck excuses were

offered for the status quo, and the black
market grew and flourished while the rail-

-j

roads lost revenue.

Simple Remedy Would Help Greatly
The C&O proposes that all "block" sales of

sleeping car space be stopped at once. All

space should be reserved or sold in the name

of the individual who intends to use it.

Tickets should be non-transferable. Hotels,
travel agencies and business houses- could
follow their present system, except that the

space would have to be reserved or sold in
the name of the individual passenger.

The Airlines do it this way, and they have
never had a black market. And any objection
that such a plan would be "offensive to

passengers" is ridiculous in comparison with
the offense of the present system of bribing

your way on to trains!

What You Can Do

If you no longer want to tolerate the greedy
hand of the black market in your pocket—
or be content with a refusal of space when

you know that many berths are empty—
write to your newspaper. If enough Americans
will ask the support of the press, the ticket
racket—like the "Chinese Wall" that blocked

through service at Chicago and St. Louis-
can be broken.

Chesapeake and Ohio Lines
Terminal Tower, Cleveland 1, Ohio
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Bankand Insurance Stocks
: By E. A. VAN PEUSEN— I

This Week—Insurance Shares
During the war years, fire insurance companies strengthened

tjieir capital funds and liquidating values very substantially. Despite
ligavy marine losses in the opening months of the war and excessive
lire losses during the last three years, the majority of companies cov¬

ered dividends throughout the period by good margins and ploughed
i)£ck undistributed earnings. As a result, their surplus accounts on
Dec. 31, 1945 are considerably^*
larger than on Dec. .31, 1939. Fur¬
thermore, due to the increasing
volume of business written each

year during the period, their re¬
serves for unearned premiums are
at new high levels, as also are
liquidating values.

The following tabulation shows
the surplus, unearned premium
reserves and liquidating values
for 25 representative stock fire
insurance companies for Dec. 31,
1945, compared with Dec. 31, 1939.

-Surpli
12-31-39

Unearned Prem. Reserves
12-31-45 12-31-39
-(000's Omitted)—-

12-31-45

'Aetna

"4#ricultura! -

American Equitable
Baltimore American
Bankers & Shippers
"'Boston Insurance .-
Cgmden
City of New York_._
"Continent*!

"Fidelity-Phenix __

*3$re Association.
Franklin
"(Sreafc American

Hanover
"Bartford
"Bome
"Ins. Co. of N. A.. .

National Liberty
New Brunswick

"New Hampshire—-
New York Fire

Nqrfch River
*Fjhoenix

. S. Fire.

$25,175
5,556
2,923
2,391
2,199

15,443
4,286
! ,590

67,033
52,324
10,213
8,946
25,942
5,516

62,776
49,870
67,793
9,169
2,121
9,117

2,198
14,538
46,662
5,250

20,739

S29.525
7,012
7,615

3,645
2,924

19,200
6,294
2,594
93,633
84,171
14,061
12,026
39,910
10,247
23,407
59,321
88,223
11,647
2,444
9,198
3,319
19,308
57,145
7,734

29,064

$19,708
5,757
4,933
2,059
3.575

4,616
5,780

2,156
19,679
15,451
8,650
6,807
13,147
5,256

33,868
48,051
21,621
5.567

1,580
4,687
2,466
6,070

3,726
4,078

10,218

$31,329
8,127
11,661
2,723
3,716
6,802

.3,068
2,165

29,409
22,814
11,028
8,801
19,038
8,584

50,477
61,920
33,245
8,465
2,262
7,909
4,859
8,404
12,989
6,980

14,857

Liq. Val.
12-31-39

$60.98
90.49

29.48

7.86

115.72

70.32

21.50

26.35

41.93

44.14

81.83

24.45

29.70

29.05

90.95

23.71

79.34

7.70

37.53

48.57

20.90

23.71

98.13

46,09
53.65

per Share
12-31-45

$78.89
118.60
47.01

10.39

135.26

87.06

29.11

33.12

67.88
75.77

92.36
30.91

46.55

45.90
140.61

39.00

110.71
9.52

43.48

57.63
31.62
31.23

122.78
57.04

74,96

Total $519,770 $728,137 $264,506

"Consolidated basis for liquidating value.

$386,652

Total surplus accounts of the
twenty five companies now aggre¬

gate $728,737,000 compared with
$519,770,000 at the opening of the
lygr period. The increase is ap¬

proximately $209,000,000, equiva¬
lent to 40%. Total unearned
pypmium reserves have grown
frpm $264,506,000 to $386,652,000,
an increase of $122,146,000 or

40%. Liquidating values of all
companies are higher by an aver¬

age of around 36%.
Better-than-average gains in

liquidating values were made by
American Equitable, 59.5%; Con¬
tinental, 61.9%; Fidelity-Phenix,
71.7%; Great American, 56.7%;
TJgnover, 58.0%; Hartford, 54.6%;

of North America, 39.5%;
New York Fire, 51.3%; and U. S.
Fire, 39.7%. The four lowest gains
were: Bankers & Shippers, 16.9%;
Fire Association, 12.9%; New
Brunswick, 15.9% and New
Hampshire, 18.7%.

Y During the period under con¬
sideration there have been a num¬

ber of capitalization changes. For

BANK
and

INSURANCE
STOCKS

Laird, Bissell &Meeds
Members New York Stock Exchange

ISO BROADWAY, NEW YORK 5. N. Y
.. Telephone: BArclay 7-35(10
. Bell Teletype—NY 1-1248-49 J

(L. A. Gtbofi. Manager Trading Department)

me

example, American Equitable in¬
creased its capitalization from
$1,000,000 to $1,500,000 in 1944
when Knickerbocker was ab¬
sorbed. Boston Insurance split its
shares ten for one in 1945, but
capitalization remains the same

at $3,000,000. Continental Insur¬
ance increased its capital in 1945
from $5,000,000 to $20,000,000
through a change of par value
from $2.50 to $10.00 and a trans¬
fer of $15,000,000 from surplus.
Fidelity-Phenix similarly in¬
creased its capital from $3,750,000
to $15,000,000. Fire Association in¬
creased its capital from $2,000,000
to $2,400,000 by a 20% stock divi¬
dend in 1945.

Insurance of North America in¬
creased capital from $12,000,000
to $15,009,000 in 1945 by the is¬
suance of 300,000 new shares, and
Security of New Haven issued
50,000 new shares in 1943, increas¬
ing its capital from $2,000,000 to
$2,500,000.

By and large the fire insurance
companies have ample capital
finances to carry a larger volume
of business than is now on their
books. This is particularly true of
such companies, for example, as

Continental, Fidelity-Phenix,
Great American, Hartford Fire,
Insurance Co. of N. A. and Phoe¬

nix, which have especially high
ratios of capital and surplus to
unearned premium reserves and
to premium volume.
Market-wise, fire insurance

stocks, as measured by Standard
& Poor's weekly index, have been
moving steadily and quietly up¬
ward since their lows of 1942.
The index low of 1942 was 86.8;
the most recent high was 146.7,

« PRIMARY MARKETS IN
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established on February 6, 1946;
this represents an appreciation of
69.3%. On January 2, 1946 the
index was 135.0, while the latest
index on May 1st, was 143.6, or
6.4% higher. The present level is
substantially above the post-1929
high of 1936, when the index
reached 124.3. The 1929 high was
249.1.

Compared with the Dow Jones
industrial average, which has
more than doubled since its 1942
low of 92.92, fire stocks are lag¬
ging behind the market.

Senate Silver Bill to Face House Opposition
Congressmen Rooney, Ludlow, Smith and Celler express dissatis¬
faction with it. Senate Appropriations Committee await meeting
with House conferees.

WASHINGTON, May 8.—It has been understood that the silver
"compromise" worked out by silver-mining and consuming repre¬
sentatives in the Senate Appro-^

Kleeman Heads

Arthur S. Kleeman

Arthur S. Kleeman, President
of Colonial Trust Company of
New York, was elected President
of the Ecuadorian-American Asso¬

ciation, Inc., at
a meeting of
the Board of
Directors held

recen 11y .

Robert D.

Merrill, of Alii
America

Cables &

Radio, Inc., is
Vice President
and Secretary,
and George
Magalhaes, of
Westinghouse
Electric In¬

ternational

Company, is
Treasurer.

Outlining the plans of the Asso¬
ciation for the immediate future,
Mr. Kleeman said:

"In the opinion of the directors
of the Ecuadorian-American As¬

sociation, Ecuador is on the thres¬
hold of her greatest development,
if we can but help her to broad¬
en outlets for her natural prod¬
ucts, thus providing her with a

continuing supply of dollar buy¬
ing power. Therefore, this Asso¬
ciation is about to devote its im¬
mediate efforts to a detailed study
as to what Ecuador presently has
to sell, and how many more of
her products can be made sale¬
able; at the same time, we intend
to study the needs of the coun¬

try, and to publicize what those
needs are, in an endeavor to aid
American business men in filling
them.

"Ecuador is represented in the
United States by a forward-look¬
ing Ambassador who is without
partiality in liis desire to build
the Ecuadorian-American rela¬

tionship upon a mutually advan¬
tageous cultural and commercial
interchange between the two
countries. Every officer and di¬
rector of this Association is de¬

termined to clear up misunder¬
standings between the business
interests of our two countries, and
to facilitate a smoothly running
and profitable cooperation."
Other directors, in addition to

the above named officers, are
James S. Carson, Vice-President,
American & Foreign Power Co.,
Inc.; James Magner, Grace Line,
Inc.; Frederick Hasler, Chairman
of the Board, Continental Bank &
Trust Co.; Paul W. Alexander,
Chairman of the Board, Wessel,
Duval & Co., Inc.; J. T. Wilson,
Manager, World Trade Division,
International Business Machines

Corp.; George H. White, Standard
Oil Co. of N. J.; Adriano Cobo,
Quito, Ecuador; Robert H. Patch-
in, Vice-President, W. R. Grace
& Co.; Christopher DeGroot, Gen¬
eral Trafifc Manager, Pan Ameri¬
can - Grace Airways, Inc.; John
LaHoud, Para Ti Corp.; John L.
Merrill, Chairman of Board of All
America Cables & Radio, Inc.

Francis Stone Forms Co.
LOS ANGELES, CALIF.—Fran¬

cis J. Stone is forming Francis
Stone&Co. to engage in the securi¬
ties business from offices at 167
South Vermont Street. Mr. Stone
was formerly with Nelson Doug¬
lass & Co., Klehmet & Co. and
Henry Dahlberg & Co.

priations Subcommittee last week
and reported in the "Chronicle"
would not be approved by the full
Senate Appropriations Committee
before the House conferees should
also have consented. Until the
Senate as a whole acts on the

Treasury appropriation bill, the
House will not formally appoint
its conferees, but custom dictates
that they shall be a group of
seven members of the House Ap¬
propriations Committee, headed
by Rep. Louis Ludlow of Indiana.
Inquiry by the "Chronicle" early
this week failed to disclose that
the conferees had made up their
minds on the silver rider in its
now amended form.

Rep. John J. Rooney of New
York, author of the original House
rider calling for the Treasury sale
of silver to industry at 71.11(? an

ounce, when questioned by the
"Chronicle," said: "While I am not
to be a member of the conferees
on the bill, I hope the matter can
be successfully worked out, so that
industrial users of silver can get
some relief. There is no sense in
so much badly-needed silver ly¬
ing around idle in Treasury
strongboxes. As for the $1.29 price
provision which the silver-mining
Senators have added to my orig¬
inal rider, I think the price is en- _

tirely too high. There is no neces¬

sity for Congress making such
provision. We should take care of
such a proposal only when the
necessity arises. Then, if there is
justice in their claims, the silver
producers can get their due.

"I am decidedly against the
provisions in the Senate compro¬
mise repealing the silver transac¬
tions tax and other powers of the
Administration over silver. ... If
a compromise with the mine in¬
terests becomes necessary, we

might have to go along on some

of the Senate amendments to my

rider, because industry is now in
serious need of the metal."

Rep. Ludlow informed the
"Chronicle" correspondent that
early last week he had received
the text of the Senate compromise
and had requested an opinion
from the Treasury Department,
but up to the time of the inquiry
no reply from the Treasury had
been received. Mr. Ludlow did
not seem to think the Senate

changes would meet House ap¬

proval.
Elsewhere in Washington the

"Chronicle" hears the view ex¬

pressed that the House, having
several times in recent years

(Continued on page 2541)

Officers Elected by
Bond Club of Toledo
TOLEDO, OHIO — The Bond

Club of Toledo announces the

election of the following officers,
governors and committee mem¬

bers for 1946-1947:

President — Edward P. Liska,
Braun, Bosworth & Co.; Vice
President — Don Craft, Collin,
Norton & Co.; Secretary—Warren
D. Williams, Ryan, Sutherland &
Co.; Treasurer—Louis J! Reimer,
Stranahan, Harris & Co.
Board of Governors, in addi¬

tion to the officers: E. F. Hey-
dinger, Roose & Company; J. F.
Norton, Fahey, Clark & Co.; Ford
R. Weber, Ford R. Weber & Co.
Committees — Entertainment:

Burt T. Ryan, Ryan, Sutherland
& Co., Chairman; Oliver Goshia,
Goshia & Co.; Durwood C. Du-
Bois, Stranahan, Harris & Co.;
Guerdon D. Smith, Collin, Norton
& Co.; Celian H. Rorick, Spitzer,
Rorick & Co.

Membership: Calvin M. Yeast-
ing, Ford R. Weber & Co., Chair¬
man; J. F. Norton, Fahey, Clark
& Co.; George Todd, Bell & Beck-
with.

Legislative: Robert S. Mikesell,
Stranahan, Harris & Co., Chair¬
man; Hazen S. Arnold, Braun,
Bosworth & Co.; Oscar Foster,
Foster Bros. Young & Co.
Speakers & Publicity: Erwin J.

Ward, Roose & Co., Chairman;
James R. Easton, Spitzer, Rorick
& Co.; Paul P. Prudden, Jr., Fos¬
ter Bros. Young & Co.
Finance: W. H. Schliesser, Stran¬

ahan, Harris & Co., Chairman;
Leonard C. Cooper, Goshia & Co.;
C. Guy Struble, Guy Struble &;
Co.
The Bond Club of Toledo will

hold its Twelfth Annual Golf Out*

ing at Inverness Country Club on

Friday, July 19, 1946, to which
guests are being invited.

Milton G. Briilain

With Cratlendea & Go.
(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Mil¬
ton C. Brittain has become asso¬

ciated with Cruttenden & Co., 634
So. Spring St. In the past l\e was
manager of the trading depart¬
ment for Bateman, Eichler & Co.

Herman to Head Dept.
Of Hamershlag, Berg
Hamershlag, Borg & Co., 20

Broad Street, New f York City,
members New York Stock Ex¬

change, announce that Edward P.
Herman, formerly Lt. Colonel,
Q.M.C. Chief, Appeals Section,
Reorganization Branch office of
the Quartermaster General, has
been released from active duty
and renewed his association with

the firm. He will head the firm's
new business department.

N. Preston Gardner

With Broad SLSales
Broad Street Sales Corp. an¬

nounces that N. Preston Gardner

is associated with their firm as

Southeastern Wholesale Manager,
located at 401 Fourth Street,
South, St. Petersburg, Fla.
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"Our fteport&r on
^= By JOHN T. CHIPPENDALE, JR.

The Government bond market is now entering a period of
stabilization, after some very wild price movements, which were due
largely to a very poor technical and psychological condition. . , .

This does not mean that there will not be price fluctuations, be¬
cause there most certainly will be, but price changes should not be
as wide and sharp as in the recent past. .. . There will be bids avail¬
able so that the chaotic conditions of a market without buyers
should not be bothering us again for some time to come. ... This
period of adjustment, which will help in improving the technical
condition of the market, will witness the movement of bonds from
short-term appreciation-minded holders to permanent investors. . . .

Trice will be of utmost importance in this transfer of hold¬
ings, which will no doubt mean that institutional buyers at the 1

beginning of this transition period will be interested only within
certain limits, and will not be inclined to reach too high in their
quest of securities. . •„ . They know that there are substantial
amounts of restricted bonds, variously estimated between $3
billions and $5 billions, that will be seeking new homes. . . .

Likewise it is evident that between May 15 and June 8 the Vic¬
tory Loan bonds will become long-term holdings for tax pur¬
poses.

SUPPLY ADEQUATE

The supply side of the equation seems to indicate no immediate
lack of securities for non-bank investors. ... On the other hand,
some of the speculative holdings were no doubt liquidated, despite
the small volume of business that was done during the sharp decline
of the last month. ... In past years there have been at least two
large-scale loans that supplied securities to the market. . . . There
have been no such drives this year and most likely there won't be
any public offering of securities until 1946 is well along in its waning
days, if then. . . . Debt retirement has taken bonds out of the
market, so that even non-bank investors have had some additions to
their investable funds from this operation. . . .

It could be that this transfer of speculative holdings of Gov¬
ernment bonds to investors will serve to some extent to replace
loan drive offerings of obligations, and furnish the market with
needed securities. . . .

It seems as though institutional buyers, particularly savings banks
and insurance companies, which bought more than $10 billions of
restricted bonds in the last two drives, will be able to absorb very

readily the increased floating supply of issues that are overhanging
the market. . . .

INSTITUTIONS' CALL TURN

Institutional buyers for the time being are in the driver's seat,
and this probably means that they will try not to appear too anxious
to take on the securities that are being offered. . . . There is no
doubt about the demand that exists for these bonds among the in¬
stitutions, and this demand is all the more evident when one notes
that these same buyers have been purchasing corporate obligations
at prices that make the best credit in the world, namely, United
States Government obligations, look very attractive. . . .

There will no doubt be plenty of backing and filling during
this transition period, which should mean a good trading market
. . . The elimination of daily price limits will again allow the
dealers to function in a more normal manner, which will have a

stabilizing influence on the market in both directions.

RATES WILL REMAIN LOW

The recent statement by M, S. Szymczak, a member of the Board
of Governors of the Federal Reserve System, concerning the debt
cost seems to indicate that the "%% rate for certificates of indebted¬
ness will be continued indefinitely. ... It is believed that an agree¬
ment was reached between the Treasury and Federal at the time of the
elimination of the preferential discount rate, that there would be no
increase in the certificate rate, despite the clamor in some quarters
for a 1% rate. . . . Mr. Szymczak's assurance that there would be no
increase in the debt burden certainly means a policy of low interest
rates... . Continued low interest rates, with a financing pattern from
%% certificates to long-term IVzs, and the Government retiring
debt instead of creating it, seems to be bullish for the outstanding
Government obligations. . . . Despite the sharp decline that has
taken place in Government bonds, one could not say that we have high
interest rates, with long-term Governments yielding only 2.30%. . . .

As a matter of fact, there are some money market fol¬
lowers who believe that prices of long-term bonds by late fall
will be well in excess of these levels despite the allowance for
lower prices during the period of readjustment. . . .

They point out that times of price weakness are buying oppor¬
tunities. . . . They believe that buying in a declining market (if such
may be the case with this one) as speculative holdings are liquidated,
could be the best buying opportunity that will be available for a

long time to come. . . . They do not believe that prices will go back
to the old tops and stay there, but they do feel that a yield near

2.20% will again be in style for the long restricted 2^s, following
the temporary shakeout that the market is going through. . ..

STABLE MARKET NOW

i Although
period, the market — x--.—

caused plenty of excitement for traders and dity-to-day: lookers of
the market. . . . Investors who fciftight £64
been too concerned with these price gyration^. u. . Buyers of Gov¬
ernment obligations for income should now be doing scale buying
so that a good average yield will bb obtained. ... They should be
interested in the return, with appreciation decidedly of secondary
importance- v. . It seems as though the sooner the Government bond
biurket stops acting like the stock market, the better it will be for
all concerned. ...

*■ Therefore bank-eligible intermediates on a 1.40% basis and
the long 2^s on a 2.10% basis seem attractive for scale buy-

i ing. . .. The long restricted 2^s at about 103 have appeal for

; ^cale!accumulation..« * Good average prices should result from/

BUYING ON. DECLINE / - ; £.". 4
. New York City member banks which reported a decline of $129,-

000,000 in bonds on March 20, due largely to the retirement of the
8%s on March 15, have been adding each week to their holdings of
Government bonds, so that these securities on May 1 amounted to
$9,672,000,000, an all-time high for these institutions.v. . Since March
20, the New York City member banks have acquired $370,000,000

Government bonds, of which $134,000,000 were bought from
March 27 through May 10. . . . During this period the short- and
intermediate-term eligibles were unchanged to lower, while the long
bank eligibles made all-time tops on April 6. . . . From April 17
through May 1, when the bond market was dropping sharply, these
institutions bought $236,000,000 of Government bonds. ...

While these banks were buying bonds during the rising phase
of the market, they accumulated larger amounts during the
sharply declining period. . . . This has probably resulted in a
good average price for the securities bought. . . .

Alexander Biddle Is

Appointed Exec. V.-P.
By Phila. Slock Excb.
PHILADELPHIA, PA.—Frank

E. Baker, President of the Phila¬
delphia Stock Exchange, follow¬
ing a meeting of the board of gov¬
ernors, announced the appoint¬
ment of a full-time executive

vice-president and promotions of
two veteran officials.

Alexander Biddle, former in¬
vestment banker and veteran of
both World Wars, was named exe¬
cutive vice-president. Thomas B.
Gravatt was promoted to be sec¬

retary of the. Exchange, and John
R. Huhn, Jr. to be executive vice-
president of the Stock Clearing
Corporation.
Mr. Baker stated that the ac¬

tion was taken in a move to ex¬

pand the scope of activities of the
Exchange which was founded in
1790 and is the oldest Stock Ex¬

change in America. The step was

necessitated by increased business
and had followed precedent of the
New York Stock Exchange. Of
11 principal regional exchanges in
the United States, those in Chi¬
cago, Detroit, Los Angeles, and
San Francisco have already made
appointments of full-time execu¬

tive officers. •

Mr. Biddle will be responsible
to the board of governors for gen¬
eral supervision and development
of exchange activities, which will
include public relations and such
duties as obtaining new listings
and business, relations between
Exchange members, etc. Further
expansion by Philadelphia Stock
Exchange, the officials believe,
will make it reflect more truly
the importance of Philadelphia as

a financial and business center.

Charles C. Nielsen Opens
SAN FRANCISCO, CALIF.—

Charles C. Nielsen will engage in
the Securities business from of¬

fices in the Mills Tower.

Brooke U Wynkoop Is
With Fahnestock & Co.
4 Brooke L.Wynkoop has become
associated with Fahnstock & Co.,
65 Btoadway, New York City,
member of the < ■ ^

New York

Stock: Ex¬

change and
other ex¬

changes, Mr.
Wynkoop has
returned to
Wall Street
after four

years' service
in the U. S.

Army. For¬
merly a lieu¬
tenant colonel

of the Finance

Depart¬
ment, he was
on duty with '
the Headquarters, C.B.I. Theater,
serving in the Central Fiscal
Office. *

In the past he was manager of
the public utility stock depart¬
ment of Riter & Co.; was with
R. H. Johnson & Co., and was

Vice-President of Distributors

Group, Inc.

Lockett Shelton Opens
As Investment Dealer
ABILENE, TEX.—Lockett Shel¬

ton has opened offices in the West
Texas Utilities Building to engage
in the securities business. Mr.

Shelton in the past was Abilene

manager for R. A. Underwood &
Co. and Underwood, Edwards &

Co. ' ^

Brooke L* Wynkoop

This announcement appears as a matter of record only and is under no circumstances to be construed
as an offering of these securities for sale, or as an offer to buy, or as a solicitation of an offer to

buy, any of such securities. The offering is made only by the respective Prospectuses,

Indianapolis Power & Light Company
100,000 Shares*

4% Cumulative Preferred Stock
(Par Value $100 per Share)

Price $115 per share
Plus accrued dividends from May 10, 1946

*

142,967 Shares
Common Stock

(Without Par Value)

Price $31 per share

*This advertisement relates only to 42,814 shares of the Preferred Stock and 88,564 shares of
the Common Stock. The remaining shares of Preferred Stock are to be issued to holders of
the Company's outstanding Preferred Stock pursuant to an Exchange Offer made by the Com¬
pany and the remaining shares of Common Stock have been subscribed for by exercise of
subscription warrants issued by the Company to the holders of its outstanding Common Stock.

Copies of the respective Prospectuses may be obtained from only
such of the undersigned as may legally offer these Securities in
compliance with the securities laws of the respective States.

Otis & Co.
(Incorporated)

Brailsford & Co. Loewi & Co. Mackubin, Legg & Co.

Mullaney, Ross & Co. Sills, Minton & Co., Inc.

Sterne, Agee& Leach Webster & Gibson W. D. Gradison & Co.
Hill & Co. - Gordon Meeks & Co. Dempsey & Company

Kirchofer & Arnold, Inc. Berwyn T. Moore & Co., Inc.
Ira Haupt & Co. The Robinson-Humphrey & Co.

May8, 1940
r
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Canadian Securities
By WILLIAM McKAY

Canadian Securities

bonds stocks

Under the stern test of war Canada rose to. unsuspected heights
of achievement; the apparently less urgent but nevertheless greater
requirements of peace call for even more heroic efforts.

*

The devastations of war have produced a new world, in which
the role of the Dominion as the linch-pin connecting the British Com¬
monwealth with this country is likely to be changed,, with the result
that Canada should be cast hence-« r-r- —~
forth to olav a still more promi-]nent part. Great as the Canadiar

war effort was, it left the vas«

virgin resources of the Dominion
relatively undepleted. On the
other hand a tremendous toll was
exacted from the dwindling eco¬

nomic reserves of the British Isles,
and even the hitherto apparently
inexhaustible natural wealth of
this country was sorely taxed.
Today the stricken world, im¬

pressed by the prodigious wartime
performance of the arsenal of
democracy, regards this country
^s the limitless economic reservoir
for universal, rehabilitation. The
British Loan question throws this
situation into sharp relief. Apart
from the problem of physical
ability to meet the colossal uni¬
versal demand it i$ more fitting
that the process of British eco¬
nomic recovery take place within
the British Commonwealth. If this
were generally regarded as a
strict necessity the stimulus to
Canadian production and endeav¬
or could be even greater than that
inspired by the exigencies of war.
Canada today supports a popula¬
tion of a mere 12 millions, where¬
as its vast empty spaces and its
incomparable untapped reserves
of natural wealth render the
Dominion capable of supplying
the answer to the world's greatest
problem, ■

This country can continue to
play its invaluable part in supply¬
ing capital requirements, and in
this case the process would rep¬
resent a safe and profitable con¬
structive investment and not a

subsidy involving the considera¬
tions of. politics and foreign ^com¬

petition. The initial effort would
unquestionably throw a severe
strain on the Canadian economy

and it is. likely that the Canadian
dollar would have to share in

carrying the burden of the British,
pound. At a later sta^e however,
the independent recovery of the
British trade area would * benefjt
hot only the British Common¬
wealth but also this country and
the world at large.

During the past week the mar¬
ket continued nominal with quota¬
tions again slightly lower in all
sections.- - Free funds were a

shade easier at 914%. Internal
stocks were active-with* papers

again to the fore.
__

With regard to . the immediate
orospects there is every season
to foresee, an accentuation of the
downward trend as the Canadian
market has not yet fully reflected
the recent fall in U. S; • Govern¬
ments. Moreover the general de¬
cline in bond prices is likely to
continue as the movement was

caused by a fundamental change
in basic conditions and was not
the result of adjustments of a
technical nature such as the aboli¬
tion of the preferential dis¬
count rate and the lifting of the
restriction confining fluctuations
to !4 point. - It would appear that

MARKETSmaintained in
all classes of Canadian
external and internal
bonds.

Stock orders executed
(for dealers, banks and
institutions) on the Mon¬
treal and Toronto Stock
Exchanges, or at net
New York Prices.

Direct PrivateWires to Buffalo,
Toronto and Montreal

Dominion Securities
Corporation*

■ 40 ExchangePlace
Mew York S, N. Y.

Bell System Teletype NY 1-702-3

CANADIAN BONDS

GOVERNMENT

PROVINCIAL

MUNICIPAL

CORPORATION

CANADIAN STOCKS

A, E. AMES & CO.
INCORPORATED

| TWO WALL STREET

NEW YORK 5, N. Y.
Pk ■ ...y

RECTOR 2-7231 NY-1-1045

Taylor, deale
& Company

64 Wall Street, NeW York 5

I:: WHitehall 3-1874

CANADIAN

SECURITIES
Government Municipal
Provincial Corporate

the era of the normal peace time
market has effectively Commenced
and it would not be surprising tc
see a further and. mere genera
test . of the wartime . interest
structure. ,e

Canada Lifts Ceilings
2n Steel, Kiwsprinl
V/h.le adhering to its price ceil¬

ing policy, the Canadian Govern¬
ment has lifted prices an*d4"-Me
to a limited list of commodities,!
the Bank of Montreal in:

its monthly bus ness * .summary,
released

, for publteat o 1 on April,'
24. Higher costs of steel produc¬
tion are recognized in the in¬
creased price of $5 per ingot ton,
says the Bank and also in a nse
of \2lk% in the ceiling price of
faipn implements. The suspension
of the price ceiling on newsprint,
effective May 1, permits an in-!
crease of $9 per tori m the domes-|
tic price, bringing it in; line w5th'
>he current price of Canadian'
newsprint in the United Stales.'
-Price increases have also been au¬

thorized for "lumber, pulp and
paper.

' The housing shortage remains
acute in most urban centers of the
Dominion; according -to the Bank,
which reports that the Minister of
Reconstruction recently estimated
the construction needs for the
next five, years at 400,000 residen¬
tial units and admitted that the
goals of 60,000 new units set lor
the fiscal year ending March 31,
1947, and 80,000 for the following
year cannot be met because of the
shortage of essential materials.

SEC in Philadelphia

Financial Problems— ;

Domestic and Foreign
* - (Continued from first page)

of time brickbats tnrown at it and demand and other well-

The Securities and Exchange
Commission today announced that
its Philadelphia office will ob¬
serve Daylight Saving Time dur¬
ing the period April 28, 1946 to
Sept. 29, 1946, in order to con¬
form its business hours .to those
prevailing in the City of Phila¬
delphia.

Regional offices of the Commis¬
sion have been instructed to adapt
their business hours to the time
schedule prevailing in their re¬

spective localities. In Washington,
the Commission's Liaison Office
has been placed upon an 8:30 to
5:00 schedule, one-half hour later
than in Philadelphia but one-half
hour earlier than will pervail in
Washington until and unless Day¬
light Saving Time is adopted
there.

Hearing schedules will be con¬
formed to the new time.

^eacock & Shorpe to
Form New Securities Co. ».

ALLENTOWN, PA.—Roger T.
Peacock and George A. Shorpe are

forming G. A. Shorpe & Co. to
conduct an investment business
from, offices at 538 Hamilton
Street. Both were formerlv con¬

nected with Warren W. York &

Co., of which Mr. Peacock was
office manager.

I

Kearns, Williams to Admit
Kearns & Williams, 11 Broad¬

way, New York City, will admit
Jack A. Warner to partnership.

Non-Callable

$100,000

.CanadianPacific Railway Company i

4% Perpetual Debenture" Stock
Interest payable semi-annually in United States Funds

Price to yield 3%%

Wood, Gundy & Co.
incorporated

j Wmik York ?

Direct Private-Wire* to Toronto & Montreal

aid not injure it and major
-jUpport, on the other hand, was
givtn to the maintenance or it by
all who saw the necessity for it.
maintenance. This yield curVe Was
substantially held during the
major operations of financing the
war. I think it is a fundamental

•pomt to recognize the iact that
whereas this yield curve served
its purpose and whereas it may
again normally fall into a curving
line of similar proportions, it must
not be considered as a funda¬
mental principle that that curve
be maintained while applying our¬
selves to the present and future
status of our debt structure.

I am in no position to phophesy
at what points this former yield
curve may be altered if at all but
I do say the alterations, if they
come,. should be brought about
by normal processes rather than
by governmental control. The gov-
vernmental control then would be
needed only where normal or un¬
expected psychological changes
develop in order to soften these
movements and if necessary to

prevent what might otnerwise be
disastrous temporary extra¬
ordinary movements of prices and
money rates.

Governmental Controls

The second point is somewhat
of a coroilary to the other and is
based upon the principle that gov¬
ernmental controls are, per se,

wrong, which does not mean that
under certain conditions tem¬

porary government controls may
not be imperative. I emphasize the
word "temporary." I apply this
theory of controls to the financial
departments of our government
because I fear that the necessary

controls established during the
war may have produced a pattern
which can become troub.esome.
The controls on money rates and
therefore upon financial markets
were recognized as a necessity
during the war. In the course of
their operation there was dis¬
covered by some a form of gov¬
ernmental control which worked
and can today be made to work
either towards easing money,

maintaining easy money or per¬

mitting rates to rise. It seems
now to become a more generally
recognized principle than at any
time in recent history that it is
impossible for any one man or
any one group of men to control
any segment of our industrial and
financial structure satisfactorily

durinjg peacetime—a failure due
primarily to the fact that there
does rot seem to be and it is
doubtful if there ever could be
a single man or group of men who
can grasp the complexities of our
free enterprise system in its en¬

tirety sufficiently to establish
general controls, it being difficult
enough to establish some par¬
ticular one. - - • -

It therefore appears to be a
second fundamental principle in
considering our debt structure
that the conditions confronting
our nation at the time of making
decisions regarding our debt
structure, as evidenced by supply

CANADIAN

Industrials Mines

Bought—Sold—-Quoted

S
Members Toronto Stock Exchange

61 Broadway, N. Y. Royal Bank Bldg.
Whitehall 4-8280' Toronto, Canada

Teletype NY 1-142

Direct private wire to Toronto

recognized fundamental principles
of free action, must to a very

large extent govern our actions'.

Problem of Money Rates

For those who have given the
greatest amount of thought to the
problems that are at present con¬
fronting us, the probem of the
trend of our money rates appears
to be the most important. It would
appear that as an inheritance from
years of controlled rates during
the war period there is a definite
tendency to continue the process
of easing money to a point where
it could and in the minds of

these individuals apparently had
reached a danger point. I would
consider that the problem con¬

fronting those who had made the
greatest effort to reach conclu¬
sions upon it today has not been
that the rates are low but that
the rates be lowered. Action re¬

cently taken by some of the
Federal Reserve Banks indicates
at least a determination to cor¬

rect a trend.

It would seem fundamentally
wrong to have the impression
established that money rates are

necessarily on the upswing or tha't
any change which it may be wise
to permit can be little more than
a stoppage of a downward trend.
It must be recognized that there
can come a point where the bur¬
den of debt service can become
too great, by which is meant that
the value of paying more for debt
service by raising money rates
can be offset by the loss in one
form or another that might be
caused by such a. change upward.
It must be recognized that we

are unquestionably facing a long
period of time when mohey rates
in this country, in comparison
with rates for the last several

decades, will be low, or they
might better be extremely low.
In connection with that portion

of our debt structure which has
to do with short-term obligations,
at which end of the curve the

present changes inaugurated by
the Federal Reserve Banks has
been directed, it may be worth
pointing out that there are some
problems which might become
fundamental and which therefore1
need continuing study.
I mention government bills,

being cognizant of the necessity
for maintaining a means by which
the great banking institutions o%
this country may invest with a
certainty of liquidity. No refer7
ence, therefore, is being made
either to the rates presently exist¬
ing or to the principle of having
a governmental obligation defi¬
nitely supported by the Federal
Reserve System through a pre¬
determined price at which such
obligations will be purchased upon
presentation. I do, however, refer
to the bill situation, with particu¬
lar reference to the mechanical
means by which it is operated as
a problem for the very reason
that in principle it is hot believed
at present sound. If this is a fact,
it is obvious that a study should
be made of the bill market and
the operations therein.
With reference to certificates

and the certificate market as it
immediately confronts us, one or
two important points certainly
heed study. What is now said is
ncfjt because I happen to be a

dealer in government securities, in
addition to other types of securi¬
ties, but because it is possible
that because of this fact I may

he cognizant of certain difficulties
that may arise, particularly with
reference to the certificate market.

The

ii

Penalty Rate" In Federal
Reserve Credit

Over the years prior to the war
it was a fundamental principle
-that was generally recognized that
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•if ahl institution' capable of re-
- discounting at the Federal Reserve
• Bank had to make use of its
icredit, it was obliged to do so at
-some penalty, thereby creating a
•policy that no institution would
-continue borrowing for the fun
of it or for profit, beyond funda¬
mental needs, because of this very
• penalty. It is questionable as to
-whether that principle is recog¬
nized today. In the past, and I
definitely include the recent past
'during the period of the war, the
government dealers have been a

-very sizable factor in handling
the certificate market problems as
-they arose and it is my belief
-that at times the government
dealers have been a major factor
'in solving such problems. I am
certain that the Treasury Depart¬
ment would recall that without
•the dealers, more difficult prob¬
lems would have arisen. Whereas
the certificate market is not rec¬

ognized by any one as a particu¬
larly lucrative market to dealers
and whereas I have known of
-more than one instance in which
the dealers have lent support to
the obvious desires of the Treasury
Department and the Federal Re¬
serve Banks irrespective of
whether it was profitable to them
or not, the situation must be faced
-as a general principle covering a

"long period of time that it is not
human nature to continue to
undertake any operation as a

private individual, with private
'funds, that may continue to be
-unprofitable. To meet special
-emergency conditions without
'profit or with a loss would be
"expected to be continued by
dealers for the good of all.
It has been held by some that

;with the rediscount rate at 1% a
loaning institution might well
carry such securities as certifi¬
cates at a rate of S/4S. This seems

to be about to become a rate for
the immediate future at least. It
"Jhas also been held by some that
"if such short-term obligations
have to be carried by dealers as

part of their normal market func¬
tions in increased amounts that
.hanks will continue the rate of
*A% even though they are redis-
counting or may be required to
rediscount with the Federal Re¬
serve Bank. In other words, banks
will recognize the principle of a

penalty for rediscounting and
will continue to loan at a SA rate
;&nd pay 1% to obtain the money.

'

I do not say that this may not
ifoecome a principle but I can say
that in some institutions today it
is not a principle and will not
become one unless present poli¬
cies, as I understand them in some
•cases, are altered.

The question involved in this
discussion is the principle as to
whether it is advisable to place
the probable carrying costs of cer¬
tificates at a point above the in¬
come return thereon at a time
when the government' dealers'
-market may be most needed as a
support in any selling movement
.and when rediscounting may be
general by banks. It is also
pointed out that when, the neces¬
sity arises for the government
.dealers' market to absorb a large
.quantity of certificates to soften
;an increased supply offered, it is
unlikely that that will be a time
when such dealers could offset a

Jcarrying loss with prospects of
market profits. i

Ih presenting this picture I am
merely pointing to a situation-

'

which I think requires thought
.and careful study,. Is it advisable
-to face the possibility of the Fed¬
eral Reserve Banks; remaining
f
substantially the sole market -for;

- certificates in a time of difficult
; market situations, thereby placing
- them in a position Where their
*

Jiidgisfent as to
"

putting money into the market
"

through open market purchases
will be* largely controlled by the

- absdlute necessity x>tmaking such
•

dpen mafket prophases in the ab-
-

ifience Of any other market? >
"

The solutions to this problem
'

could be various. Some* are ob¬

"trakC0lllME^IAteft}EINANCXAL:CHRONICl^:. 2fi9

vious. One. might be to apply
the system ot repurchase agree-i
merits to certificates as once free-'

• ly accorded to dealers On bankers',
acceptances, the ..rate .on such
agreements to be below, if ne¬
cessary, the rediscount rate, the
rate to be a no-profit rate and
the; privilege to be granted only
after exhausting opportunities to
borrow at a carrying rate.
In passing I invite your atten¬

tion to the necessity for the Treas¬
ury Department avoiding the
pre-war situation by permitting
"right values" to distort the short-
term rates to the extent of creat¬

ing zero yields and less. The
Treasury should at once disabuse
the public of the belief, naturally
assumed through precedent, that
the owner of a maturing obliga¬
tion has any right whatever to
any preference in subscribing* to
a refunding issue. This proposal
does not suggest the complete dis¬
continuance of preferential rights
to holders of maturing obligations.
It suggests the placing of the sole
control of whether there be any

rights accorded on any issue with¬
in the Treasury Department. The
effect of such an arbitrary control
would be to eliminate all or near¬

ly all right values because of the
then complete uncertainty as to

• whether any or to what extent
any rights would be accorded in
each particular case.

The Foreign problem
Another problem yet to be

faced, which may result in being
one of our great problems, is the
foreign problem.
This country has recognized the

dire straits in which a great part
of Europe finds itself from the
standpoint of lack of food. We
have recognized and hegrtily
sympathize with the conditions1
confronting most European coun¬
tries as a result of physical de-'
struction and ensuing financial
chaos. The problem of Europe is
our problem also and we are rec¬

ognizing that fact. Business being
very generally unable to obtain a
first-hand view of the situation
because of the present difficulties
of feeding, housing and transport¬
ing visitors to Europe, it becomes
more and more apparent that we
are considering Europe as being
in a static condition with little if

any change since active hostilities
ended. From information which
is still meager, it appears that we
may be exaggerating the situation
in some parts of Europe and that
we may not be keeping up with
the times. By this I do not mean
that the problem is substantially
less; I rather mean that the prob¬
lem comes closer to the point of
possible action on our part, aside
from any loans by our govern¬
ment.

For example, one major west
coast port on the continent of
Europe is, we find, very general¬
ly considered by people in this
country to be practically obt of
business because it was substan¬

tially wrecked / during - the- wdrj
Actually, this port received almost
no damage and is today capable
<3f full operation. As another ex¬

ample .it is found that most peo¬
ple consider that the financial
losses in Europe have oractically
eliminated the possibility of ob¬
taining local Capital for rehabili¬
tation of local industry. Whereas
financial losses were obviously
gfeat, it ag^in is pot true that
there is not a very sizable amount
of local capital* available in many
European countries today. It
would seem that in some cases we

place the emphasis too stlbngly on
lack of capital and too little on
the ability to employ it produc¬
tively because of lack of raw ma¬

terials, foreign exchange limita¬
tions, shipping shortages and other
allied .conditions. * ~ * —

Whereas I recognize. ttiat what
I am now

. saying could probably
be said With much more effect at I
Some later date, it armears to miej
that how is the time to bring cer-v
tain matters to the fore in order
that bv discussing them w may

i

be better prepared to fate them1

and, I_might add, take advantage, .industry must give earnest con-
of them>^.;tTV; «.•..» f•} >j sideration to possibly a' minority

ownership in a new subsidiary orI do not believe in a loan or a"

grant which directly 'or indirectly
-will be. used for the puropse of
rebuilding or building an indus¬
try in a foreign country unless the
industry can be expected to be
efficient.' I, however, beiieve? in
•the necessity of starting, indus¬
trial production in many Euro¬
pean countries as soon as possible,
and 1 believe in the necessity for
monetary stabilization to the full¬
est extent possible through the
•UN organization or by any other
means; * * •

It seems to be a fact that indus¬
trial executives in this country,
while concerned with sufficient

production to meet local demands
today, have in the back of their
•minds for tomorrow the foreign
"sales on which they expect to
count because of the general
shortage of .manufactured 'goods
In European countries. There
seems to be much less general
discussion on the subject of
America buying manufactured
goods from abroad. Without our

purchasing or spending abroad,
with what funds can foreign na¬
tionals buy our goods even at
dqmp prices?

*

Producing Prosperity Abroad
Will Help Us

There is only one way by which
we can expand our foreign trade
in manufactured articles and that
is to produce or help to produce
a prosperous condition in such
countries, Prosperity comes from
profitable productive enterprise.
In spite of what has been said
with regard to the possible supply
of local capital in some European
.'countries, it still .appears evident
that in order to produce effec
tively, efficiently and in time
most" European countries require
.greater skill in management,
greater skill in mass product'on
more modern machinery embody¬
ing progressive ideas in construc¬
tion than can be supplied and
more captial than can be forth¬
coming locally to accomplish all
these results.

Recognizing the futility of urg¬
ing American business t'o estab¬
lish subsidiary organizations to¬
day in Europe, it nevertheless
appears well-nigh essential that
at some time this be undertaken
to a far greater extent than ever
has been done by American in¬
dustrial concerns, which may well
be sooner than is now generally
anticipated.
It would appear that American

•existing - corporation established
;as may seem wise in some Euro-

^hi® to be in the hands of the
.nationals of that country. It would
appear that without the skill of
•American . industry and without
.such investment as American in¬

dustry can .now provide, the lag
4n the prosperity growth of many
European countries will be such
that American. industry will be
faced with the greatest disap¬
pointment when the time comes

that foreign sales may be of much
more importance than they are

today in their own future plans,
* When England was faced with
■the problem of its future financial
•existence, which was dependent
upon the profit to be made by
processing raw materials and pro¬

viding services, Disraeli who was
then Prime Minister was reported
to have stated to Queen Victoria
that England's future rested upon
the question of whether the rest
of the world could or could not

be made prosperous. From then
on England's investments and her
foreign British-owned enterprises
were a major factor in 'producing
the prosperity throughout the
world which for years in turn
made England prosperous. Private
capital, rather than government
capital, went into these under¬
takings.
"

The Question of the ability of
an American investor in a foreign
enterprise to produce sufficient
foreign exchange to convert the
profits of that enterprise into
American dollars, or to provide
the return of invested capital into
dollars, is a problem but is not to
be answered by trying to deter¬
mine bow much foreign exchange
"a given •enterprise will produce in
which American skill and capital
has been invested. The question
rather is, how-much foreign ex¬
change in total will be produced
by"an individual country if it has
sufficient and efficient industries

capable of competing' in world
as well as local markets, and of
breeding thereby local prosperity
which multiplies the chances of
creating foreign balances and
hence foreign purchasing power.

If American industry hava hand
In the production of and therefore
in the profits of efficient Euro¬

pean industrial concerns it-does
.tend to ease the burden of ad¬

mitting foreign manufactured

in competition with our own pro- -
duction. -No matter what the bur¬
den* to create foreign trade and
to help to have our credit already
•extended repaid, we must face it
«ndrhafty it or jtake the con*
.SCquencesie/.
*• WhCheaisit Is recognlzed' that y
-what has been said is not an easy,
undertaking and without much
trouble * hundreds of objections
o&n be raised against such an idea,
It is well to look at the alterna-;
tive before a flat rejection; / '; 'i
It is not believed that it is too

pessimistic, a view to take of the •

alternative to say that we will •

very shortly be faced with the /
necessity of /recognizing that
what we may have loaned or/
granted to European countries has :
been insufficient to produce pros-
perity or. stabilization — a* fact:
whichwill not, rightly or wrongly, "f
have made us popular abroad —if;
and We must face a greater un* ;

popularity when we try to collect •

what may have been loaned in
the .face of the then practicalim- \
possibility- of the debtor nations1
meeting their obligations. We will <

be faced with the necessity to a ;
greater .extent than. ever before ;
of relying almost completely upon
the

, home consumption of our:
manufactured goods. We may then /
well expect to find controls.!
;quotas and other barriers erected
against those who would under¬
take foreign sales. We may expect
to tihd the world in so chaotic a

state that the American' enter- f.
prise system 'may Well become by
its very isolation increasingly
difficult to maintain. * ^

There have been some notahte
examples of subsidiary organiza*
Jloris being established^ in such'
parts, of the world beyond our
shores as stabilized conditions y
seem to warrant, to-day. Itmay be
that American industry may have
jfco. anticipate stabilized conditions
rather than wait for them lit some
•instances "and * it may be' found
that, to/anticipate is a lesser risk,
c I conclude by saying that I am
not trying to present, in this part
of.my subject, merely some per¬
sonal ideas picked out of thin air;
I am • presenting to you ...ideas •

gathered from those in authority
'in several foreign countries in
some instances, from/our own,

jGoverament officials and our Own
.business men- imfpreigmtrdde Sht
other instances. I might add I am
presenting nothing new. Yet I
.am^ I ; believe, presenting some¬

thing we may not attemp.t until

goods into our own country even 1 it is too late to attempt it.

This announcement is neither an offer to sell no* a solicitation of any offer to buy securities.
The offering is made only by the Prospectus.

New Issue

10*0,000 Shares 4% Convertible Preferred Stock
j

(Par Value $59 Per Share)/

Price $52.50 Per Share
(plus accrued dividends From May 10, 1946 in case trf deliveries made after that date)

A copy of the Prospectus may be obtained, within any State from such of the
Underwriters as may regularly distribute the Prospectus within such State.

V- '-" >J 1 • '•• *)V"J•/-."••■ '
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ice Control—New Administrative Procednres
(Continued from page 2508)

: Y made many times, but it is often
met by the rejoinder, "That may
be true for the top level people,
but the ones down the line want
to make over the American econ¬

omy and perpetuate their own
soft jobs." In the face of our in¬
creasing difficulties in keeping
able people in the agency at all
levels— not just the top— that
charge is to me a pretty grim
joke.
I can assure you that I have not

detected the tiniest whisper any¬
where in OPA about making price
control permanent, and there are
hundreds — yes, thousands — of
high caliber people who are stay¬
ing on only because their associ¬
ates beg them to help finish the
job.
Personnel problems are not

very exciting. But they may well
be even closer to the core of our
problem than administrative pro¬
cedures—or even pricing policies.

Inflationary Fires to Be Brought
Under Control

Somehow we've got to keep the
lid on prices until the inflationary
fires the war ignited under our
economic boiler are brought un¬
der reasonable control. None of
us has to be told that the eco¬
nomic and social cost of letting
that lid blow through the roof is
terrific.

Your own Director of Economic
Research, Dr. Emerson Schmidt,
has ably testified that those fires
are not yet under reasonable con¬
trol, Yet he recommended to the
Senate Banking and Currency
Committee that the lid be re¬
moved—four months after the
present Act expires. You gentle¬
men know that from a practical
point of view, controls slated to
end in October could not be en¬
forced in August. The economists,
stenographers, lawyers, business
specialists and clerks to do the job
could not be kept. The chiselers
could not be brought to justice
and the honest folks could not
comply.

i If we, were good accountants—
free from emotion and prejudice,
we'd run a trial balance between
the cost of letting the lid blow in
August and the cost of holding it
until the fires are under control,
y I don't need to itemize the eco¬
nomic and social costs of uncon¬

trolled Inflation. The total is stag¬

gering.
"Iiv4 '

What are the costs of keeping
controls until the danger is over:
First, there is the danger that

price controls may impede pro¬
duction and thus prolong the in¬
flationary situation.
Second, there are the irritations

and delays inevitable in any oper¬
ation as huge as OPA.
Third, there is the possibility

that OPA may seek to perpetuate
itself indefinitely.

Production Not Impeded
Let's take the first point. I

think that almost all responsible
authorities are agreed that price
control is not significantly hold¬
ing down the general level of pro¬
duction. Certainly the official in¬
dexes which have been widely ac¬

cepted by businessmen as guides
to their own decisions show that
total production is at record
peacetime peaks. Your own Dr.
Schmidt emphasized to the Sen¬
ate Committee that trying to cor¬

rect shortages in one commodity
after another would divert men

and machines from things now

produced and create shortages
elsewhere.
The real problem is to make

necessary price adjustments with
sufficient speed to avoid hardship,
and with sufficient precision to
assist business and the Govern¬
ment supply agencies to direct re¬
sources into the most essential
lines.

Unquestionably, there have been
many instances under the rapidly
changing conditions since V-J
Day where price adjustments have
been slow or have not been per¬

fectly suited to requirements. This
is a cost of continuing price con¬
trols. But it is an extremely small
cost compared with that of un¬
controlled inflation. It can be
kept to a minimum by sound price
policies and quick administrative
procedures.
Secondly, there is irritation and

red tape involved in price control
even when controls do not create

hardship or deter production. No
one likes to work under a sense of
restraint—particularly when it is
unfamiliar restraint. This is an¬

other cost of continued price con¬

trol. But again, this cost is insig¬
nificant compared yjdth the 30, 40
or 50% average price "increase and
the economic collapse which
would be precipitated by the pre¬
mature burial of price control.
Slight as this cost may be, how¬

ever, it can be kept to a minimum
by quick and simple pricing pro¬
cedures.

OPA Not to Continue Indefinitely

Third, there is little question
but that many businessmen out¬
side the OPA are genuinely wor¬
ried lest OPA seek to prolong it¬
self indefinitely. I wish I could
get some of these businessmen to
come and work with us. We need
their help. But I am certain that
they would soon agree with
everyone else in the OPA that
the working conditions are lousy.
Long hours, constant strain and
the daily drumfire of criticism
and ridicule practically guarantee
the impermanence of the agency.
If sound policies are to be admin¬
istered promptly, it takes good
people—even under the best of
pricing procedures. The real dan¬
ger is not that OPA will endure
too long, but that its good people
can't be kept together long
enough to finish the job.
Add these three costs together:

the cost of occasional hardship or

impediment to production; the
cost of irritation and red tape to
some businessmen; and the risk
that the OPA will seek to con¬

tinue itself indefinitely. The total
is infinitestimal compared with
the tragic cost of uncontrolled in¬
flation.
But even these relatively minor

costs can be reduced to a. mini¬
mum. It is important that the
Government do everything pos¬

sible, not only to maintain sound
pricing policies, but to streamline
pricing procedures, retain good
public servants and make provi¬
sion for orderly decontrol as rap¬

idly as reasonably safe.

OPA's Pricing Standards
I assume that you are all fa¬

miliar with the OPA's major pric¬
ing standards: First, the industry
earnings standard which, except
in cases of abnormally low output,
assures to an industry earnings at
least as high as those it earned in
prewar years. Second, the tran¬
sition product standard which,
with a few minor exceptions, as¬

sures to a multiple product indus¬
try with good overall earnings re¬

turns on each major manufac¬
tured product at least equal to to¬
tal cost. And third, the produc¬
tion incentive standard which is

0";. :*k|
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used to encourage the output of
especially essential goods.
The record shows that these

standards have not been dead let¬
ters on the OPA's books. Between
July 1, 1945, and April 1, 1946,
OPA granted 528 industry-wide
price increases. Of this total, 153
price increases were made to
meet minimum legal standards;
266 were granted to aid produc¬
tion and 109 were designed to cor¬
rect particular inequities or as¬
sure more effective and less bur¬
densome controls.

Those are industry-wide in¬
creases—528 in a period of nine
months. That's an average of 59
a month. I find it hard to recon¬

cile that record with the broad¬
side charges that the agency has
been, or is, rigid, inflexible and
unrealistic.

You may be less familiar with
the fact that since V-J Day, pro¬
vision for individual adjustments
has been extended until now al¬

most every manufacturer is per¬
mitted to charge whatever price is
necessary to keep him at least out
of the red. Under individual ad¬

justment procedures, 12,000 indi¬
vidual applications have been
handled since V-J Day. Of this
total 48% were granted in full;
20% were granted in part, and
32% were withdrawn or dis¬
missed. The record, again, does
not jibe with the charge of rigid¬
ity, inflexibility and unrealism.
But running the OPA is an

enormous management job. With
30,000 employees handling thou¬
sands of commodities and dealing
with millions of people, close at¬
tention must be paid to the de¬
tailed procedures on which we
have to depend if the job is to
be done honestly, quickly and
well.

' A Huge Management Task

Let me sketch briefly some of
the recent developments in carry¬

ing out this huge management
task.
When the new wage-price pol¬

icy was adopted in mid-February,
OPA had to move fast to meet the
increased volume of cases. Oper¬
ations were streamlined in many

ways. The time required to* gather
necessary data was sharply cut.
As a result, the necessary price
adjustments for ten major
branches of the steel industry
were completed within a month
after the settlement of the steel-

wage cases.

Since January, 1946, the number
of applications for individual price
adjustments has increased—as a
result of the new wage-price pol¬
icy and other developments—by
more than 30%. Yet the backlog
of cases which first increased only
slightly now can be held or even

reduced—provided there are no

major changes in pricing policies.
This efficiency of operation has

not been an accident. Since V-J

Day, the number of pricing and
adjustment responsibilities dele¬
gated to field offices has steadily
increased until they are now

handling between 80% and 90%
of all individual adjustment ap¬
plications.

Delegation of authority to the
field offices, however, does not
automatically solve all problems.
The field offices have always
been overburdened. Now they are
loaded beyond any normal break¬
ing point. Before authority can
be -delegated to the field, there*
fore, twocthingsijhave. to .be con-

the'iiatiohdl bffm'arid' tie baUT
leg 1ri> 'the- fi^ld-raUd: 'Second, the
possibility must be'studied of dfe-f-
veloping , simplified adjustment
procedures which will cut the to¬
tal workload, both in the national
office and in the field.

If the decision is that the rela¬

tively high backlog in the na¬
tional office and the impossibility
of developing simpler procedures,
makes delegation to the field
necessary, two further problems
arise Either the field staff has to
be inc^ased or a priority system

has to be set up under which the
most urgent field cases are han¬
dled first. Since the total staff,
both in the national and field

offices, is strictly limited by avail¬
able funds, priority systems have
been developed both for the na¬
tional and field offices.
The national office gives top

priority to industry-wide actions
under which hu^ajreds, or thou¬
sands, of individu^Ffcases are cov¬
ered at once.

The field offices are notified of

industry-wide actions. Except
when hardship or shortage is im¬
mediate, they are instructed not
to process applications in cases
which will be covered by indus¬
try-wide action within 30 days.
Beyond this, the field offices

are provided with regular priority
lists which indicate the commodi¬
ties and programs requiring most
urgent attention. And in addition,
the highest priorities are assigned
to those which involve severe

hardship, threatened supply
shortages, or reduced production
of goods in low-price lines. Fin¬
ally, top priority has been assigned
to cases in which the applicant
may not produce or sell until he
receives an order from the OPA.
As a management device for

cutting down backlogs, a system
has recently been put into oper¬
ation requiring each field office
to settle all cases over 30 days old
and to report to the national office
all cases lingering beyond this
period. As a result of these re¬

ports, the national office can cen¬
ter its attention on reducing sig¬
nificant backlogs by clarifying the
regulation, improving the field in¬
struction or by simplifying the
procedure. The results of this pol¬
icy thus far have been excellent.
To enable field staffs to move

quickly and efficiently into new
programs, frequent meetings are
held in the field offices by top
members of the national office
staff and representatives of re¬
lated Federal agencies, such as
the Wage Stabilization Board.
But the increased workload

could not be handlded by the staff
either in the national or in the
field offices without constantly
improved tools.
Standardized ' forms for eco¬

nomic briefs, legal orders and
opinions are constantly being de¬
veloped. Increased use of fprip
letters is being made whei*e tiey
can do the job. Increased clarity
in spelling out the minimum in¬
formation needed from applicants
cuts down the time and corre¬

spondence required to act on an
adjustment. Periodic surveys of
field office experience result in
improved instructions and cut
down the data requirements. Arid
standardized, uniform adjustment
provisions—cutting across a mass
of regulations—speed up actions
just as standardized nuts and bolts
on automobiles cut repair time on
jalopies.

Automatic Pricing and Decontrols
But when everything has been

done to improve the tools and
speed the procedures, the net
effect of a system of priorities is
bound to be that some classes of
cases are pushed down toward the
bottom of the list. For these cases,
either of two policies is possible:
automatic pricing, or decontrol.
Automatic pricing procedures

under which businesses apply
pricing formulas to their own cost
drita obviously reduce the OPA's
/Workload and speed up new-firm
K~ Fc
3

"'in some fields where it has been
.attempted, the results have been
s.o* highly inflationary that the
scope of the automatic pricing
order had to be curtailed. How¬
ever, it has become an established
OPA policy to make the require¬
ments for small firms less rig¬
orous and the processing of ap¬
plications much simpler.
An automatic, individual ad¬

justment provision has been pre¬
pared for use in certain small in¬
dustries where industry-wide ac¬
tion is. difficult. Thus far, it has
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not been necessary to issue this

A*iirri kut J* is held in readiness.
Although its inflationary risks
should be avoided, it is preferable
to delay. This automatic adjust¬
ment provision is ready, however,
in case of need.
Since the scope of automatic

pricing is limited, the effect of es¬
tablishing priority schedules is to
subject low priority cases to de¬
lay. The result of delay in these
cases might soon amount to de¬
control by default.
For this reason, among others

even more important, an orderly
program of decontrol has long
since been established. There are

two principal standards in this
program:

First, in the case of commod¬
ities which are significant in the
cost-of-living or the cost of doing
business, controls are suspended
when it appears that supply and
demand are in such relation that
prices will not rise above the ceil¬
ing. After suspension, if prices
have not risen during a reason¬
able period, the commodity is ex¬
empted from price control.
It is important to note that al¬

though the production of most im¬
portant commodities—except in
the reconversion field—is running
well above 1941 levels, demand
has increased so much since then
as a result of much higher in¬
comes and accumulated wartime

backlogs, that to remove controls
on most of these products now
would almost certainly result in
sharp and cumulative increases in
prices and business costs. It's not
difficult to imagine What would
happen to the price of most farm
products, coal, house furnishings,
wool and rayon fabrics, bus and
truck tires and most of the basic
industrial materials if controls on

these products were removed now.
And yet, during the twelve
months ending March 31, 1946,
the production of all of these
commodities equalled or exceeded
their production in the fiscal year
1940-41.

Price Controls Removed
Wherever possible, however,

OPA has removed controls from

important commodities, including
white potatoes, domestic wines,
ingot and pig aluminum, ingot
magnesium, and aircraft. Only in
the case of citrus fruit has it been

necessary to restore controls be¬
cause of a sharp increase in
prices.
Although it has not been pos¬

sible thus far to undertake the de¬
control of many important com¬

modities, by the latter part of
1946 and increasingly after the
turn of the year, I think it likely
that ceilings can be lifted from
more and more commodities with¬
out significant price increases.
This will be possible as short¬

ages disappear, as operating con¬
ditions and costs settle down, and
as the country recovers from its
present case of inflation jitters.
It will then be safe also to remove

ceilings where prices will rise
moderately, even though supply is
large enough to be in substantial
balance with demand. To lift

ceilings in such cases in the pres¬
ent critical situation would be

dangerous, to say the very least.

Decontrol of Unimportant Items
Of greater immediate impor¬

tance, is the decontrol of relatively
unimportant items. This takes
place under the second of the two
decontrol standards which I men¬
tioned earlier. In the case of a

commodity which is not impor¬
tant in the cost of doing business,
OPA suspends or exempts even

though the price may rise. Be¬
fore this can be done, however,
two conditions must be satisfied.
First, it must be reasonably clear
that decontrol will not result in

diverting manpower, materials Or
equipment away frommore essen¬
tial production. Second, it must be
clear that the risk to stabilization
is small compared with the in¬
creased amount of time and ef¬
fort the OPA staff will be able to
devote to more important work.
As the manpower and materials

situation eases up, the danger of
diversion will decline and the im¬
portance of this precaution will
diminish. Moreover, as -the OPA's
personnel problem becomes more
acute and as low priority cases

appear on the docket, it will be¬
come even more necessary to de¬
control relatively unimportant
commodities.

For several months, a top
official with staff assistance in
the Price Department has been as¬

signed to decontrol functions. He
is regularly advised by the field
offices and other branches of the
national office. This committee

constantly scrutinizes additional
decontrol prospects. Among the
factors it considers, is the back¬
log of cases on the price action
docket of both the national and
the field offices.

As a result, a great many minor
decontrol actions—and several of
a relatively sweeping character—
have been taken. The list is long
and OPA is adding to it every
week. The main commodity fields
affected include a long list of
heavy machinery and equipment;
a wide variety of professional,
scientific and industrial instru¬

ments; all musical instruments in¬
cluding pianos; most jewelery;
most sporting goods; most toys;
all firearms and ammunition; cer¬
tain narrow fabrics; incandescent
light bulbs, and a great number
of trivial or luxury food or con¬
sumer durable goods items.
The actual value of commodi¬

ties decontrolled under these two
standards is estimated to be at

least ten billion dollars.

This, however, is less significant
than the fact that thousands upon
thousands of commodities have
been cleared from the OPA dock¬
et. Corresponding thousands of
businessmen have been freed

from the irritations of controls

without serious danger to stabil¬
ization.

There is, of course, some risk
in this policy. But it is impera¬
tive that we concentrate our lim¬
ited manpower in the areas most
significant to stabilization and, at
the same time, provide additional
evidence of the Government's de¬

termination to get out of price
control as soon as it's reasonable
to do so.

These pricing and decontrol
policies and procedures, I submit,
make sense. But they can not be
carried out if sweeping changes in
pricing or decontrol standards
such as those voted by the House
of Representatives— are imposed
on OPA. Nor can they be con¬

tinued past early summer if price
control is to be swung from the
gibbet in October.

Risks of Destroying Effective
Controls

It is, I believe, these policies
and procedures which, while
achieving stabilzation, will keep
the costs of price control at an

absolute minimum. The alterna¬
tive costs of destroying effective
price control before our job is
done are potentially so tragic that
I don't believe any single busi¬
nessman here would be willing to
assume personal, public respon¬

sibility for taking the risk. In¬
deed all the recent polls of busi¬
ness opinion show that a major¬
ity of businessmen are unwilling
to risk their own security and that
of our workers, our farmers, our
veterans and our old folks to

escape the minor hardships and
passing irritations of the stabiliza¬
tion program. , ;.th

, I do not; believe that the great

majority of businessmen, when

presented With'the facts abbuVthe
SI, r'UJo «ifi 1, V7/ . dJ>L»fIi 'j(J
dangers, we face,, would vote to
trade their country's,,birthright
for a mess of pottage. I am con¬

vinced that the average business¬
man can see beyond the tempo¬

rary restraints of the present*to
the great and expanding America
which the maintenance of stabil¬

ity now will assure for our future.

What Lies; Aheadin Interest Rates?
(Continued from page 2513)

ular job done. It was the purpose
and nature of the investment, hot
the requirements of the investor
that henceforth were to set the
terms of the loan. If the job re¬
quired a low rate of interest, then
that was what it should get.
This attitude will be clarified

by further quotation from Mr.
Berle's testimony: "The noncom¬
mercial business, like a hospital
or low cost housing, or the semi-
commercial business, like middle
class housing, cannot pay the same
kind of rate of interest which a

commercial enterprise pays. . . .

Our first concern ought to be to
work out a banking system which
can quote a rate of interest which
will take the business. If that rate
happens to be a nominal one for
something which isn't going to
make any profit, then that is the
rate to quote. If it happens to be,
let us say, a 1% or 1 V2% or 2%
rate for middle-class or lower-
middle class housing which is not
being built by anybody today, then
quote that rate. If it happens to be
a commercial enterprise, making
the standard commercial rate, then
quote that rate."
This kind of interest rate man¬

ipulation is apart from (although
not entirely unrelated to) meth¬
ods of regulating the rate through
the means that are adopted for
managing the public debt.
The federal government has

adopted three main avenues for

carrying out the new interest rate
policy to which I refer.
One approach is to form feder¬

ally capitalized credit institutions
such as the RFC, the HOLC, and
certain of the farm credit institu¬
tions, which, not being directly
dependent on the ordinary func¬
tioning of the capital market, have
considerable freedom is setting
their rates.
As a result of this type of fed¬

eral operation, a great part of the
total of farm loans, a very sizable
slice of urban residential loans,
and a not inconsiderable amount
of loans on industrial and com¬

mercial property have been iso¬
lated from any serious impact
from so-called market rates of in¬
terest.

The second approach is more

ingenious. Instead of operating
directly, it works by indirection.
It consists in bargaining with pri¬
vate lending institutions for
stated rate of interest in return
for assuming a part of the lender^
risk or cost of doing business. The
outstanding example of this
method is the FHA.

It may be said that the origi¬
nators of the mortgage insurance
principle were probably not aware
of the potentialities Of the device
they had created. It appeared to
them pretty thoroughly as a busi¬
ness proposiion. Its main objec¬
tive was to restore and expand
the flow of funds into residential
mortgages. This it sought to ac¬

complish by a system of mutual
insurance which spread the risk
of all participants in the plan. It
did not intend to relieve lenders
of any of their major responsibili¬
ties. And it was certainly not pri¬
marily looked upon as a method
of interest rate control. To be
sure it was expected that rates
might go down—but only to the
extent that the insurance itself
proved effective and other market
forces were at work.

In evidence of this the original
FHA rate, including the then al¬
lowed service charges, was defi¬
nitely above the rate set by the
government for HOLC mortgages,
and it was in as close conformity
to a going market rate as could at
the time be determined. In the
course of FHA history today, the
rate was lowered only after the
level of premiums paid in the sec¬

ondary mortgage market indicated
that the true market rate had

already declined.

During the last decade, how¬
ever, there has been increasing
insistence that the FHA rate, on
the basis of social needs, ought to
be lower. A recent mayor of this
city has been especially articulate
on the subject. I believe 2% is
the rate he would establish. And
he has strong support in labor
and welfare circles. Real estate
and builder groups have also been
ready adherents of the low inter¬
est school, though their motiva¬
tion is probably different.
The Wagner-Ellender-Taft Bill

contains the first, and still fairly
feeble, effort to turn FHA insur¬
ance into a device for setting
rates in accordance with social

objectives as determined by the
government, rather than in ac¬
cordance with the mechanisms of
the market place.
The bill, in its new FHA pro¬

visions, sets up a variety of risk
patterns based on amounts of
down-payment and length of the
amortization period and estab¬
lishes a number of interest rates.
The lowest rates go with what
would normally be considered the
highest risk patterns. This con¬
tradiction to the normal market

adjustment of rate to risk is as¬
sumed to be compensated for by

varying the degree to which the
lender is freed from the risk and

responsibility involved in his par¬

ticipation in"the program.7
I say the effort, as embodied in

the bill, is feeble because, as a
result of compromise, the lowest
rate prescribed in reference to
any of the home mortgage pat¬
terns is 4% and in respect to any
of the several multifamily mort¬
gage plans 3Vz%. Under today's
conditions, and considering ;/the
amount of risk compensation pro¬

vided, these rates may^ not be
strikingly submarket in char¬
acter. ..:

But I can positively say that the
compromise was grudgingly made,
that the proponents of the new
principle definitely feel that they
have been done in, and that at the
first opportunity open to them,
theywill endeavorito see that the
rates go to the levels at which they
think they ought to be. If further
compensations- to the institutions
are required for this purpose they
may be offered. But more likely,
seeing that the institutions will
have become mere agents for the
government, they are just as

likely to turn to direct govern¬
mental lending, where the inter¬
est rate problem can presumably
be handled more freely. This is
already done in the Wagner-El-
lender-Taft Bill in the section

dealing with farm housing. '^
The third approach to interest

rate control is to combine govern¬
ment lending with subsidy so as
to produce a rate lower than that
at which government" itself may
borrow or, in fact, a zero or neg¬
ative interest rate. This is the

principle involved in our public
housing operations and it is fur¬
ther applied in the urban rede¬
velopment and farm housing sec¬
tions of the Wagner-Ellender-Taft
Bill. It is considered by its advo¬
cates to have great potentialities
for the public good.
As to the future, I can see

nothing ahead but a continuous
effort to promote the low interest
rate policies that I have outlined
so long as the current political
philosophy remains in the ascend¬
ant, and until contrary forces,
much stronger than any that now
appear to exist, come into play.
At the present time the govern¬
ment is determined, by one means
or another, to maintain a low rate
or mortgage interest as the prin¬
cipal method of carrying out its
housing and planning objectives.
The policy will change only when
it comes into serious conflict with

objectives considered to be
equally important.
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Quarterly Reports
\5 J Thp Wellington Fund report for the 3 months ended March 31,
1946 showedi" crease in net assets to $30,974,661, a new high and
more than $4,000,000 above the year-end figure Asset. value^per
share increased during the 3-month period from $20.09' to $20.8i
IS! Investments in equities, including bonds and^preferreds; pur-
chased primaiily for appreciation, amounted to 53.3% of the portfolio
on March 31 as compared with *'
approximately 60% at the begin¬
ning of the year. Principal re¬
ductions were in railroad secur¬

ities, public utility holdings, bank
a—ir~4 H uMlOK

■ divx03:o Moric:

ClOSip Inc.

The following dividends on the various
classes of shares of Group Securities,
Inc., have been declared payable May
3t, 1946 to shareholders of record
May 17, 1946.

■ J . Total
4 V For 2nd Quarter First

C!a»# Regular Extra Tota Half

Agricultural.... .to
4
—'

. .10 .20

Automobile.... .04 .06 .10 .20

Aviation .04 , .02 .03 .21

Building .025 .035 .05 .18

Chemical; .045 .035 .03 .16

Eleg. Equip..... ,05 .05 .10 .25

Food •.......... .045 .025 .07 .14

Fully Admin.... .06 .04 .10 .23

CiMitl Bond.. .10 — .10 .22

Indust'l Mach.. .05 .04 .09 .21

Inctftut'l Bond. .08 .01 .09 .20

Investing Co. ... .10 . — .10 .20

Low Priced. .... .05 .06 .11 .22

Merchandising . .065 ,075 .14 .30

Mining .025 .Of5 .04 .12

■'' Fktrejsunt. .'.: . • .05 .04 .09 .17

Railroad Bond.. .04 .01 .05 .10

Railroad Equip. .04 .02 .06 .14

Raiiroad Stock. .07 — .07 .17

Steel.ci........ .04 .03 .07 .14

Tobacco....,... .04 , — .04
.08

.09

.Utilities .04 .04 .16

Regular dividends are from net
> investment income and extra divir

dends are from net realised profits.

Cistributors Group, Incorporated
J V <■ National Ditfribulort

63 WALL ST. • NEW YORK 8, N. Y.

stocks and non-ferrous metals.
Additions included principally
stocks of chemical, aircraft manu¬
facturing and utility companies.
Incorporated Investors
Total net assets of Incorporated

Investors increased from $83,530,-
669 at the end of 1945 to $90,810,-
109 at the end of the first quarter.
The net asset value per share in¬
creased from' $30.44 to $31.69.
The largest single investment

in any one industry at the end of
the quarter was 21% in the rail¬
road industry. In his letter to
shareholders, William A. Parker,
President, calls attention to the
fact that large purchases of rail¬
road common stocks were made
in the first quarter of 1944. The
unrealized' appreciation in these
securities currently amounts to
about $7,000,000 — which repre¬
sents an advance of about 58%
over their cost
Writ.A«r Mr: ^rker. "The • man¬

agement continues to fe^l .con- ; aware .of the steady shrinkage in

fident of the profit possibilities
! th geiecte<! rails because^,
despite temporary conditions, it
•seems a reasonable assumption
that rate increases will be granted
sufficient to produce earnings
that will more than justify present
prices, particularly in view of the
strong financial condition and im¬
proved operating efficiency of the
railroads,"

Keystone Custodian Funds
Combined net assets of the ten

Keystone Funds amounted to
more than $175,000,000 on March
31, 1946, a new high total which
compares with $160,000,000 at the
close of 1945.

- Semi-annual reports of Key¬
stone High Return Bond Fund
"B4" and the High Grade Com¬
mon Stock Fund "SI" reveal that
total net assets of the former ad¬
vanced from $19,818,875 to $22,-
454,490 during the six months
ended March 3:1. In the same pe¬
riod total net assets of the "SI"
fund rose from $2,605,229 to $3,-
198,024.

George Putnam Fund
The Putnam Fund increased its

net assets during the first quarter
from $16,161,000 to $18,151,000.
Net asset value per share rose
from $16.84 to $17.43.
In their report, the Trustees

include the following timely com¬

ments under the heading, "What
about the Investor's 'Take-Home'
Pay?":
"Every investor is acutely

One of the 1L—V

NATIONAL
V Trust Funds

FIRST MUTUAL

TRUST FUND

Prospectus upon request from
your investment dealer or

<

NATIONAL SECURITIES &
RESEARCH CORPORATION

120 BROADWAY

Now York .5, N, Y»

i

eifstone^

Custodian
-ft•''ip.-i'P*-;-- :•■■■ =yl i?;V V'

]| V 'i

V Fundi
imsmi

■ ':■* Prospectus may he obtained
from your local investment dealer or

-

t I The JCcptonc Company
of Boston

V * "" '■ 'J „ ;r J1,, ;■> . ' /

■J*' SO Congress Street, Boston 9, Mass.
I "A*v - K i- j" rv *■-"* ...k * -It• -
% ,vr»:v/r»-rv-'«>v-

Union Preferred
Stock Fund

Prospectus upon request

Lord, Abbett & Co.
New York

INCORPORATED

Chicago —- Los Angeles

^OckfV^
«nc. ,

INVESTORS STOCK

FUND, INC.
Prospectus on request from Principal Underwriter

INVESTORS SYNDICATE
R. E. Macgregor, President
Minneapolis, Minnesota

' 1
. ; • 7 ■ 1 — — .

^ 1 1

'

shares of capital stock of

Prospectus may be obtained from
-

r your local investment dealer, or

THE PARKER CORPORATION
ONE COURT STREET, BOSTON 8, MASS.

the earning power -of his accu¬
mulated savings. At a time when
the cost of living is advancing
steadily, it takes roughly $2,400
today to provide the same dollar
income that $1,000 did a dozen
years ago.
"In substantial part, the fall of

interest rates in. recent years has
been due to a deliberate Govern¬
ment policy of cheapening money

through its control over the
banking system. Such a policy
places an extra tax on the thrifty
because it is only the thrifty who
put aside a part of the results of
their present labor for some fu¬
ture use.

"It is high time that the 'man¬
agers' in Washington gave some
attention to the investor's 'take-
home' pay. We may be old-
fashioned, but we still believe
that thrift and individual finan¬
cial independence are sounder
foundations for prosperity than
spending and increased debt. In
the long run, policies which tend
to discourage thrift and encourage
speculation cannot build a better
ar.d sounder future."

Union Trusteed Funds
Combined net assets of the five

Union Trusteed Funds totaled

$9,895,253 "on March 31 as against
$8,213,253 six months earlier.
Comparative asset values of the
various funds are as follows:

UBA
UBB

UBC

UPS

ues

—Asset Value—
9-30-45 3-31-46
$24.12
21.01

3.31

23.49
9.03

$24.96
21.86

9.G8

26,01

11.35

Oil Stocks Recommended

Hugh W. Long & Co. has fol¬
lowed up its recommendation of
oil stocks which appeared in the
April 1 issue of the New York
"Letter" with a folder on the Oil

Industry Series of New York
Stocks. The folder states that

"Oil Industry facts are changing
for the better." Three major
reasons are given for this change:

1. Auto production has been
resumed.

2. Price ceilings on petroleum
products are to be removed.
3. After two years of poor action

oil stocks have begun to do bet¬
ter.
The folder contains statistics to

prove that oil securities values

commonwealth
INVESTMENT COMPANY

:tl

A Diversified Investment Fund
with Redeemable Shares

★

Prospectus on Request
★

GENERAL DISTRIBUTORS

NORTH AMERICAN SECURITIES CO.
2500 Ru«* Building

San Francisco 4, California

are higher while their prices are
not. ■ ; V * ; i - "
Diversification Dramatized
Distributors Group in a.current,

Investment News compares the'
decline which took place in Cur-
tiss-Wright -securities when the
dividend on the class A stock
was passed, with the market ac¬
tion of Group Securities' Aviation
Shares. Between March 1 and
March 19 the Curtiss-Wright A
stock showed a net decline of
16.5%. In the same period Avia¬
tion Shares—which was fully in-,
vested in 25 different aviation
stocks including Curtiss-Wright
A—actually advanced in net asset
value by 1.99%!

Victory For "Prudent Man Rule"
Selected Investments Co.'s cur¬

rent Bulletin on Selected! Amer¬
ican Shares contains an interest-,

ing report on the trust established
by Lambert Tree, famous Chicago
lawyer of earlier days. The
trustees, Sir Arthur Tree and the
Continental Illinois Bank &
Trust Co., filed suit to broaden
their investment powers to permit,
discretion in the use of common
stocks. Although the will specif¬
ically denied these pow ers, the
court granted the petition. - .s
"It will be for the interest of alb

the beneficiaries under the will
. . . and their successors in trust,;
shall have full authority to invest
funds ... in bonds, debentures,,
and other corporate obligations,,
and in preferred and common-
stocks of other corporations,"
ruled the court.

Mutual Fund Literature
Distributors Group—Reprint of

Barrons Quarterly Investment
Company Gauge, with compara¬
tive figures on all classes of
Group Securities . . . National Se¬
curities & Research Corp. — Re-,
vised portfolio folder on National
Low-Priced Common Stocks . . .

Calvin Bullock—Revised Pros¬

pectus on Dividend Shares dated
April 29, 1949 Keystone Co.—
Current issue of Keynotes; Re¬
vised portfolio folders on all Key¬
stone Funds. ...

Dividends
New York Stocks, Inc.—The fol¬

lowing dividends payable May 25,
1.946 to stockholders of record

May 4:
Series— Per Share

Agricultural .07
Alcohol and distilling .10
Automobile .04

Aviation .12

Bank stock .08

Building Supply .02
Business equipment .09
Chemical .03
Electrical equipment .07
Food .10

Government bonds ,09 -

Insurance stock .09
Machinery - .06
Merchandising .07
Metals .05
Oil .08

Public utility .05
Raiiroad .07

Railroad equipment .08
Steel .04

Tobacco .10

Diversified investment-fund *.20

Diversified speculative shares .04

"Includes .05 from securities profits.

WE WISH TO ANNOUNCE THAT

N. Preston* Gardner

IS ASSOCIATED WITH US AS

SOUTHEASTERN WHOLESALE. MANAGER V * J
LOCATED AT

401 FOURTH STREET SOUTH
'

.'vr..,:.;v:,:ST. PETERSBURG. FLORIDA

05 :BROADVVAY. NEW YORK 6. N. Y.
it - A ,■ I 'I i-f i v-.'J' ' 4 "ti'i 0 -1

%
.. GENERAL DISTRIBUTORS:
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Taxes—What Should Be Done?
(Continued from page 2506)

But I ask you in all sincerity—
onould anyone take credit, by us¬
ing confiscatory wartime tax
rates, tor baianang a poa. eUw.
budget, which should soon be en¬

visaged?
■ The Citizens National Commit¬
tee, Ihc. of Washington, D. C. has
prepared Publication No. 2589 un¬
der the title of "The Federal

^an Balanced Now."
This publication points out that
-the proposed 1947 Federal budget
calls for expenditures of $35,125,-
-000,000. In the opinion of this
-Committee, items to the amount
of $11,326,000,000 are open to
challenge. A substantial reduc¬
tion in these items would permit
-the changes in the tax laws that
should be made, as well as pro-
.vide for some debt retirement. In
determining revenue needs, the
amount of the debt retirement
.which may be scheduled must be
taken into consideration.

Bearing upon this situation, it
should be noted that recent offi¬
cial releases indicate that surplus
property costing some $32 billion
,will be available for disposal by
June 30, 1947: $2 billion of this
property has been disposed of by
,the end of February last, with re¬
turns from sales being about 45%
of the original cost. Of the $30
billion remaining, some $7 to $10
billion will be disposable largely
as scrap.. Some $19 billion of
goods and. real property can be
disposed of in the remaining
months of 1946, if an accelerated
.'disposal policy. is adopted as is
being urged by informed persons.
Even on a basis of 33%$ on a

^dollar of cost, instead of the 45$
thus far realized, some $6 billion
'of receipts could and should be
speedily obtained, if the Govern¬
ment is not to overstay its market
"arid if it is to place these goods
and property in the hands of the
eitizens when they are in demand.

(2) An improvement of Congres¬
sional and executive proced¬
ures to control expenditures
and the amount of tax to be
raised should be adopted.

- As I understand it, the method
by which the Appropriations
^Committee functions is to divide
-itself into sub-committees. Each
-sub-committee examines and de¬
termines the amount of appropri¬
ations for various subsections of
the Government. They report
back to the entire committee
Which very rarely makes any
change in the recommendations of
the subcommittee for the reason

that the members of the commit¬
tee feel they do not have enough
information to make changes. The
result of this is that the Appropri¬
ations Committee has no control
of appropriations on an over-al»
basis. Action on the budget by
the Congress itself is piecemeal,
without any prior determination
of a total limit.
: In addition, we have the Ways
and Means Committee in the
House where tax legislation must
originate. This Committee is en¬

tirely independent of the Appro¬
priations or spending Committee.
One remedy (and I do not suggest
it as, the only one or the correct
one)'would be to create some au¬

thority which would recommend
both the total amount of expendi¬
tures and the total amount pf
taxes to be raised in any fiscal 4C
year, a Congressional prpcedpr^i
to fix these limits before appro¬
priations and tax legislation are

approached.
(3) Excess Profits Tax. Section

722 should be made workable.
The Joint Committee of Inter¬

nal Revenue has for some time
been engaged in investigation of
-this problem. Hearings were held,
and Commissioner Nunan was

given an opportunity to review
the recommendations for changes
in Section 722 that were presented
at these hearings. On April 30,
1946, Commissioner Nunan ap¬

peared before the Joint Commit¬
tee of Internal Revenue with" his
recommendations. I have not had
an opportunity to read the testi¬
mony of Commissioner Nunan
given on April 30, 1946, but the
Chamber Committee on Federal
Finance is giving careful attention
to this subject.

(4) Corporate Rates—A combined
rate ot 60% or less tor 1947.
30% or less for 1948; and 25%
maximum ipr 1949, with the
abandonment of the surtax
device should be adopted.

As you know, the corporate rate
for corporations with net incomes
of less than $50,000 is a graduated
rate with a notch provision, and
the combined normal and surtax
.rate for corporations with net in¬
comes of . over $50,000 was reduced
on January 1, 1946, to 38%. It is
believed that if expenditures are

properly reduced, a further re¬
duction to 35% is possible for
1947, to 30% for 1948, with an
ultimate goal or maximum rate
for 1949 of 25%. The surtax de¬
vice has no place in a corporate
rate.

(5) The discrimination in the tax¬

ing of corporate earnings or
the so-called double tax on

corporate earnings, if not
eliminated, should be allevi¬
ated.

Under the method that has been
in effect since 1936 corporations
pay the full corporate rate on
their earnings before any distri¬
bution of dividends. The individ¬
ual stockholder is again taxed on
the dividends received from the
corporation at the full rates. Prior
to 1936 dividends received by in¬
dividuals and corporations were
exempt from the normal tax.

Many methods of dealing with
this subject are under review by
the Chamber's Committee on Fed¬
eral Finance, such as the so-called
British system, the exemption of
the dividends from normal tax,
the total tax computed to be cred¬
ited with an amount equal to the
normal and starting surtax rate.
This subject is of the highest im¬
portance and a suitable arrange¬
ment should be determined at an

early date.
(6) Net Losses—Retain through

1946 and 1947 the present net
operating loss provision, with
a substitute for the year 1948
and subsequent years of a 7-
year carry-forward.

As you know, under the exist¬
ing law net operating losses may
be carried back for two years or
forward for two years. It is felt
that this two year carry-back pro¬
vision should be retained for at

least two years after V-J Day, but
because of its administrative dif¬
ficulties a carry-forward shoyld be
substituted, and the carry-for¬
ward period should be equal to
seven years. This net operating
loss provision would be of great
assistance to new and existing
businesses that have sustained, or
will sustain, net operating losses.

(7) Tax on Intercorporate Divi¬
dends—The present method
of taxing 15% of the divi¬
dends received by a corpora¬
tion from another corporation
at full rates should be re¬

pealed.

(8) Consolidated Returns — The
2% penalty tax imposed upon
corpbWtidns ' filing * 'consoli¬
dated, return^ should be re¬
pealed effective for the tax
year 1947.

Reasonable regulations, cpn-
formed to the intent of Congress,
in the taxation of a corporation
filing consolidated returns should
be adopted.

(9) Depreciation— Some method
of providing more liberal
treatment of depreciation by
the taxpayer should be devel¬
oped.

It has been suggested that the
taxpayers be permitted to develop
schedules suitable in their judg-

pioyment are created arid prc^
Vxded by individuals^ and partner¬
ships who are still. 'suffering un-
der confiscatory, war ta&.rates..
It is recommended that the

withholding and present exemp¬
tions should be retained. If Con¬
gress is hot going to write an

over-all tax bill, a flat reduction
4)f approximately 10% for 1947
should be enacted, with an early
establishment of a ceiling of 50%
to.be followed by progressive re¬
ductions of combined normal and

surtax, to a maximum of 50% ef¬
fective at $500,000 net income.
Some method of applying the
averaging principle to incomes of
individuals should be given seri¬
ous consideration by the Congress.

(12) Miscellaneous and Excise
Taxes. ,

Historically, Congress has relied
upon", excise taxes to produce a
substantial part of its revenue re¬

quirements. -In 1938 excise taxes
produced 31% and in 1939, 30%
of the ;tot.al revenue. «

The tax upon property trans¬
portation, and accompanying ad¬
justment in parcel post ; rates,
should be repealed at once. ..

The" increase in certain excise
taxes made in 1942 should be re¬

duced to the prior level. • -

Nuisance taxes on certain com¬

modities providing relatively lit¬
tle revenue should be repealed.
The payroll tax through 1948

should be kept at 1%.
(13) Estate and Gift Taxes.

This field of taxation should be
surrendered to the states, but un¬
til this is accomplished a thorough
overhauling of the estate and gift
tax provisions should be made.
There are numerous modifications
of rates and technical provisions,
including the restoration of the
full 80%- credit, that should be
made in 1947.

The rule - on contemplation of
death and powers of appointment
shouia be modified.

The proposal for integration
and consolidation of. gift and in¬
heritance taxes should be rejected.
There are many administrative

and technical amendments that
should be m'aue in our tax laws in

ment to cover costs through de-,
preciation within a reasonable-pe¬
riod. Another suggestion is tnat
the burden of proof as to the ade--
quacy of depreciation be shifted}
from the taxpayer to the Depart¬
ment. This subject, in its many
ramifications, is being studied by
a sub-committee of the Chamber's
Committee on Federal Finance.

(10) Capital Gains and Losses—
The long term gain rate
should be reduced to 20%
for 1947, 15% for 1948, and
121/2 % for 1949. The present
six month holding provision
should be retained, and loss
should be treated the same

as gain. There is no excuse

for "taxing gains and limiting
losses. J

(11) Tax on Incomes of Individ-'
uals.

For a considerable length of
time it has become increasingly
evident that the working of the
following processes may be fairly
admitted: * '

(a) Taxation is being used as a
means of redistributing the total
income and property of the coun¬
try.

(b) Inflation and inordinate
Government spending are being
accepted as handmaidens of tax
realization.

(c) These processes, fosterer
designedly by some and unwit¬
tingly by others, are operating to
liquidate a large number of oui

taxpayers. I believe that taxation
still is a function to be exercised
for 4;he sole purpose of defraying
the cost of government. But I re¬

gret to say that it has progres¬

sively developed into an instru¬
ment for extracting from- Paul and
giving to Pete-

- That all of this is no figment oi
the Imagination can be proved by
observing the frustration and dis¬
may of many taxpayers. Typical
is the executive, the planner, the
technician, the man, with indus¬
trial and business know-how, who
personally earns nis income. Typ¬
ical also is the creative independ¬
ent business man who is carrying ! order to . make tnem wOrk. Qne
on his business in an individual' .urgent need is for agreement
capacity | upon the appropriate tax treat-
Effective January 1,1946, in or-1 ven 'lt*

der to increase production arid | tm^ign war losses-of coij orations„ , - , i r>nrt ivin tndiil,

create mil employment in busi-

upon incomes will be far in excess

Ot anything that you enjoyed in
the prewar period, but they can
be reduced and must be reduced
in the case of individuals substan¬

tially below the present confisca¬
tory war tax rates.

1 feet that Congress should be
begin at once to overhaul our tax¬
ing statutes so that the rates for
withholding could become effec¬
tive as of January 1, 1947. ■ :
Much has been said recently

about • having "Congress " provide
tax incentives... "fa my way of
thinking, the best incentive is a
reduction in the rates. The reduce
tion of public expenditures hhd :of
the tax burden and the moderni¬
zation of the tax structure will

provide a> stimulus jta established
and new businesses. This will be
reflected in corporate and indi¬
vidual earnings,. which under
moderate taxes will produce ade¬
quate revenue; • I ' • . 'i. 3> *

in
(Special to The Financial Chronicle) .1 ^

DENVER; C DL O. — Brereton,
Rice & Company, tnc„ has been
formed with offices la the First
National Bank Building, to con¬
tinue tho investment business of
Charles & Rice & Company.. Ofr
ficers are William Ek Efrereton,
President; ChaHes J. Rice, Vice-
President and Treasurer; and
Richard . Mobre;^ereti^yr;
Brefeton and Mr!, Rice were bdtn
formerly partners' in Charles J..
Rice & Co.

nesc. Longrec<* repealed the excise

prom tax. This was a stop in the
right dii bur.(!rru:
to lake into account. a

pari 01 cur prouaoucn vl-A c ' -

and individual

Wnen vou take into consider¬

ation trie racf ttiat a budget of $20
to $22 bin ion annually is three
times any prewar puu«ei, ;v"U
realize that toe rate; imposed

William J. Lau Joins
C. S. Ashmuti Staff
r MINNEAPOLIS, MINN.—Wil¬
liam 7. JjaUf fof more Jhan
yeaj^\ in Mvegtmehl business
in Minneapolis arid Chi^go, "has %
joined ; the investment banking
dirarr of C. S. Ashman Co,p 1212
First - National Bank; ;d^lldirij^ '
;Mr. 3l.au, a graduate of the TJnir
•versity of Minnesota, wa;; form->/;
•eriy with Frank and Beid.n, Kal- w
man

, and Company and the Fore¬
man State Bank'of Chica^m w '

*

-»
.. -

| " iy \
•*

. . . '£> * * •' , ,-v -yp. '*•
1 Now Proprietorship ;

• - W. "V. - Gibara, formeH;y; partner
in W. V. Gibara &• Co.;"isi now
doing business as- an individual ¥
dealer from offices at 61 Broad-.

ii mil—ii m 'iwMJiWili

.7'tis tovertt racers as a racJlcr cj mora c.

Not ?. nev; May % mx

Shares

Pacific Gas & Electric Compa
Common Stock

Price $44 per share

t

The First Boston Corporation

Goldman, Sachs & Co. Union Securities Corporation

W. C. Langley & Co. Bear, Stearns & Co.

Paine, Webber, Jackson & Curtis , Alex. Brown & Sons

Salomon Bros. & Hutzler Riter & Co,;
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Securities Salesman'sCorner
By JOHN BUTTON

/
. When you sell securities that have been selected primarily for

"

their "price appreciation" possibilities it is important that you
clarify the potential risk involved. Many such situations are non-

: dividend payers. Others only pay irregularly, or in the case of bonds
'

are on an income basis. Show the true facts, bring out all the salient
| points, and make certain that your customer understands his ob¬

jective when he buys this type of security.
Another good method of handling "price appreciation" situations

is to make your trades on an agency basis, or no mark-up at all when
you put him in. Then arrange with your customer so he knows that
you are going to charge him the entire commission when you take

§ him out. You can make your charge commensurate with the service
you rendered, just so long as your customer agrees to it and you
disclose the amount you are charging. Isn't this a better way of
handling speculative trades? The customer knows what he is doing,
he knows that it is your brains that are working for him, he knows
that he is paying no load on top of the very rock-bottom inside
market price when he goes in. If he makes a good profit (because
of your help and assistance) he should be more than happy to pay
you a sizable commission for helping him achieve it.

People who never gambled before are doing it today.. In fact,
it is becoming more and more difficult to interest them in sound

' securities. You can find a hundred- small speculators for every one
that is interested in income and safety of principal. The larger in¬
vestor, or those who have been security buyers for many years are
different. They still stick to fundamentals. There are many firms
that do a consistent business in high grade investment stocks, insur¬
ance stocks, and medium grade bonds. But their individual clients
are not the new crop of stock buyers that are around today. That is
why it is more important than ever to make every point as clear
as possible, when you sell some speculative security to an amateur
speculator. Otherwise you may have a tartar on your hands some
day, if the market goes against him, or the stock you sold turns out
to be a lemon. For that matter, you may have some trouble anyway,
if things go against this type of individual, no matter how much you
try and clarify the situation before he goes in.

Remember there are a lot of people who have been educated for
years into believing that they can get something for nothing, or that
the SEC will protect them (even against unforeseen economic re¬
verses). Many of such are coming into the securities markets today
—PTCK AND CHOOSE YOtfR CUSTOMERS WELL ESPECIALLY

'V IF THY ARE SPECULATORS. Remember too. they all like to call
themselves INVESTORS.

Coggeshall Nominated
To Head N. Y. Bd. Club
James Coggeshall, Jr., of the

First Boston Corporation, has
been nominated for President of

the Bond Club of New York for
the coming year, to succeed Lee
M. Limbert of Blyth & Co., Inc.
The election will be held at the
annual meeting of the Club, on
June 4, at the St. George Hotel,
Brooklyn.
T. Jerrold Bryce, of Clark,

Dodge & Co. has been nominated
for Vice-President, to succeed
Mr. Coggeshall, who has occupied
that position during the past
year,' •• • •

David L. Skinner of Harriman

Ripley & Co., Incorporated, has
been nominated for Secretary.
Biivid J. Lewis of Paine, Webber,

Jackson & Curtis has been nom¬

inated for Treasurer.

Nominations for members of
the Board of Governors to serve

three years are Robert E. Broome
of Guaranty Trust Company of
N. Y.; F. Kenneth Stephenson of
Goldman, Sachs & Co. and Jo¬
seph A. Thomas of - Lehman
Brothers.

Continuing Governors will be
Adrian M. Massie of the New
York Trust Co.; Charles L.
Morse, Jr. of Hemphill, Noyes &
Co.; Edward K. Van Home of
Stone & Webster Securities

Corp.; Wright Duryea of Glore,
Forgan & Co.; Frederick L. Moore
of Kidder, Peabody & Co.; and
Alfred Shriver of Morgan Stan¬
ley & Co.
.The Nominating Committee
consisted of Frederic H. Brandi,
Chairman, George J. Gillies,
Lloyd S. Gilmour, Charles L.
Morse, Jr. and Wickliffe Shreve.

Chase Candy Company
Common Stock

-

\ Prospectus on request

Herrick,Waddell & Co., Inc.
55 LIBERTY STREET. NEW YORK 5. N. Y.

Over-the-Counter Quotation Services
For 32 Years

-v;. .■W
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f j " Established 1913 -
H 46 FrontStreet, New York 4, N.Y.
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The Public Debt
(Continued from page 2503)
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cision with regard to war financ¬
ing cast a shadow before it con¬

cerning postwar handling of the
debt. We realized this in the
Treasury, and in fact we kept that
thought constantly before us. At
the outset it was decided that the
various classes of investors should
be sold securities which fitted
their needs. We felt that this was

best for the Treasury too because
it meant more satisfied customers
and therefore less turning around
and other wasted effort. The ma¬

jor differences between the needs
of the various investor classes can
be expressed simply in two terms;
type of security and period of
maturity.

Varieties of Government
Securities

We issued both marketable and
nonmarketable securities. We of¬
fered savings bonds and notes and
some securities restricted as to

ownership. We varied our matu¬
rities from 90-day bills and one-

year certificates to 27-year bonds.
It is important to see just how

the public debt was increased
since the nature of the securities
is so significant from the point of
view of postwar debt manage¬
ment. Let's look at the record. In
the six calendar years, 1940
through 1945, the public debt in¬
creased by $229 billion. This was

accomplished by selling more se¬
curities than this amount but
there were some offsets because
of redemptions and maturities.
Altogether, we sold more .than
$350 billion of securities, of which
$186 billion was in war loans and
the E, F, and G savings bonds
program. The remainder com¬

prised other sales outside the war
loans and special issues sold to
Government trust funds. , ,v |
More than half of the total In¬

crease of $229 billion consisted of
securities which were not eligible
to commercial banks, with minor
exceptions. Thus, $54 billion of
the increase in debt was in the
form of savings bonds and savings
notes, the largest part consisting
of E bonds. Another $52 billion
was in the form of bank-restricted
Treasury bonds, and $16 billion
consisted of special issues to
Government trust funds. Except
for one issue which becomes

bank-eligible in the fall of this
year, these bank-restricted bonds
may not be transferred to bank

ownership until many years
elapse. In fact, the eligibility dates
range from 1952 to 1962, other
than the one issue which becomes
eligible this year.

Adding together all of these is¬
sues not eligible to banks, we ob¬
tain $122 billion, or over half of
the increase in debt during the
six-year period.
It was careful planning on the

part of the Treasury to issue so

large a volume of securities not
eligible to banks. More impor¬
tant, it was wise to issue these in
forms that made them especially
suitable to their holders. Fpr one
thing, this helps to avoid a repeti¬
tion of the Liberty Loan experi¬
ence after World War I, when
frightened small 'holders of Lib¬
erty bonds rushed to unload their
securities in order to avoid what

they thought would be further
price losses. You may remember
that the price of Liberty bonds
went as low as 82 in this frenzy of
selling. Many small investors who

really needed their money were

forcedJo sell at substantial losses.
If the fear of lower prices had
been removed and most of the

could have been re-

at the Treasury at prede-

rowed by the ultimate concentra¬
tion of Liberty bonds in the hands
of large investors who were will¬
ing to absorb them on a long-
term basis at bargain prices.

No Huge E Bond Redemptions
in Sight

Now the situation is much bet¬
ter. Most of the smaller holders
of securities own savings bonds
and they are protected against
price risks. At this point someone
may say, of course, that savings
bonds can be cashed on demand,
and that the Treasury is thus vul¬
nerable—and that it may yet be
necessary to borrow from banks
to raise funds to cover redemp¬
tions. That is a possibility—but
probably a remote one. In this
connection bear in mind that in¬
dividuals are still receiving high
incomes and indications are that
they will continue to receive them
for some time. Therefore, there is
not the necessity for huge cash
redemptions of savings bonds as
might prevail in less prosperous
times.
But even if conditions get to

the point where a great many

people are in need of money, they
can be expected to draw down
their savings accounts and check¬
ing accounts, too. In such a sit¬
uation I'd still be inclined to bet
that the savings bond money
would hold relatively well. In
any case, the Treasury is in a
much better position to fund these
securities to meet the market con¬
ditions at the time than the indi¬
vidual holders would be if they
held marketable securities.
Look at the figures on savings

bond redemptions. There were
some people who predicted an
avalanche of redemptions with
the end of the war. I never felt
this way and it was the general
Treasury view that redemptions
would not be a real problem. Our
optimism has been more than jus¬
tified, for our estimates of re-
demptions were substantially
higher than the actual figures.
The latest figures indicate that in
some months total redemptions
have exceeded total sales, but this
is principally the result of a fall-
off in sales. As a matter of fact,
from last August through March,
redemptions have been steady,
ranging between $528 million and
$634 million a month. Remember
that this period involved major
reconversion difficulties, includ¬
ing the large industrial strikes.
Going back to the figures on

the increase in the debt over the
last six years, let me summarize
the key figures again. Out of the
total increase in debt of $229 bil¬
lion, issues not eligible to banks
amounted to $122 billion, leaving
$107 "billion in bank-eligible is¬
sues.

Bank-Eligible Securities
The bulk of this increase in

bank-eligible securities was in
very short-term securities. In fact,
about $70 billion consisted of
bills, certificates, and notes. It
was obvious all along that the
banks were going to have to pro¬
vide a considerable amount of the

Treasury's wartime financing
needs. Early in the war period
the decision was made that new

maturities of 10 years ;oiMess.< It

of banks; and i thus; weaken their

liquidity position. The end result
was that about two-third of the
increase in all bank-eligible se-

ties consisted of bills, certifi-
tes and notes.

There remains a total of $37
billion of bank-eligible securities

ready been taken up by banks,
but there is still some supply in
non-bank hands. It is this supply
which has caused concern to some

people because of the potential
"monetization of the debt." As I
understand it, the problem here
seems to be that bonds eligible to
banks yield a higher return than
certificates so there is a tendency
for banks to buy them up in the
market and thus transfer debt
from nonbank investors to banks.
In this process, of course, the orig¬
inal owners of the bonds are pro¬
vided with new deposits.
But this is a place where over¬

all supply and demand factors
must be considered. I just men¬
tioned that only a net of $37 bil¬
lion of bank-eligible bonds had
been issued in the six-year period
we are considering. The amount
outstanding at the beginning of
this period was $31 billion, so we
have in all something like $68
billion of these issues outstanding,
both new and old. The banks al¬

ready own $49 billion of this total,
leaving less than $20 billion in
nonbank hands. The figure goes

up to $23 billion if we add in the
bank-restricted issue which be¬

comes eligible to banks in Sep¬
tember of this year.
This $23 billion may be viewed

as a theoretical ceiling on the
supply of bonds which banks
might seek to monetize. The real
ceiling is lower, however. Many
of these bonds are of short matu¬

rity and they do not yield a great
deal more than certificates. Nearly
one-third of the $23 billion for
example, yield less than 1V4%.
Even if the demand were there
for the entire $23 billion these se¬
curities are only "available," of
course, if the people who hold
them are willing to sell. About
half of the $23 billion is owned by
insurance companies and savings
banks. I read in the papers that
these investors are seeking more

securities all the time because in¬
vestment funds are still coming in
to them in large volume. Cer¬
tainly they would not be willing
to sell bank-eligible bonds until
such time as they could substitute
one with a yield higher than the
present market yield. The same is
true, of course, of well-to-do peo¬
ple and other long-term investors.
There is, of course, also the

possibility of some monetization
growing out of the sale by non-
bank investors of short-term se¬

curities to the banks. However,
this is not usually bank-induced
monetization—as in the case of
bonds—but results for the most
part from the desire of some in¬
vestors to raise funds. The total
supply of bills, certificates, and
notes in nonbank hands at the
end of the Victory Loan was less
than $17 billion. Some of these
have already matured and have
been paid off and the total will be
reduced further when more debt
is retired. Some moje of them
may be sold in the market, but
the amount will probably not be
great. Corporations account for a
large share of these holdings, and
there will be some liquidations
here, although the working cap¬
ital of corporations is so large that
substantial holdings of short-term
government securities should con¬
tinue for some time.

Trend Away from Debt
• Monetization

All told, the amount of moneti-
ization likely to take place is prob¬
ably not large, particularly in re¬
lation to the $114 billion of secu¬
rities held by banks at the end of
>1945. Just looking back over the

Jshort period since the Vjictory
Loan, the facts seems to indicate
that the trend has been away

from monetization—not toward it.

Bank holdings of Government se¬
curities declined significantly in %

recent .months. Fromj the begin-
ning of January through the first

in * *
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ment securities by a billion dollars
more tnan the total decline in
Federal interest-bearing debt dur¬
ing the period. .= The Treasury is
now paying off maturing securi¬
ties rather rapidly by applying
part of the big cash balance at the
end of the Victory Loan to debt
repayment. As a matter of fact,
the public debt shows a reduction
of about $7 billion between the
wartime peak at the end of Feb¬
ruary and the first of May.
I believe this debt reduction

program will continue for some¬

time. I am rather optimistic on
the budgetary outlook. I believe
that we will have a balanced

budget in 1947 and subsequent
years with a surplus to be used
for debt retirement purposes. If
this prediction materializes, it
seems to me that with the present
general fund balance, proceeds
from the sales of savings bonds,
surplus receipts from taxes, and
Government trust funds available
for investment, we can expect to
see a continuation of the contrac¬
tion of the bank eligible debt.

Sale of Savings Bonds to Continue
And speaking of Savings Bonds,

the Treasury has announced that
its program to sell these securi¬
ties will continue to be a keystone
in the Treasury's financing oper¬
ations. The war is over, but none
of us is in a position to take a

passive attitude toward the con¬

tinuation of the Savings Bond
program. This program can make
a positive contribution toward

keeping inflationary pressures at
a minimum by encouraging secu¬
rity purchases by individuals
rather than by banks. It can con¬

tinue to stimulate the individual's
participation and interest in the
nation's finances, while insuring
him a good return on his invest¬
ment. The program deserves a

vote of confidence from all of us.
I say this because I know that

the Treasury deserves our sup¬
port, and for that matter, I know
that in most cases that confidence
is felt. But occasionaly it is a-lso
true that we, on the outside, try
to look at mountains through a
migcroscope focused on our own

problems.
The Treasury, on the other

hand, has the problem of recon¬

ciling all of the factors bearing on
public debt policy. There is no

unanimity of opinion about most
public debt problems, and it is the
Secretary's job to evaluate the
several viewpoints in making his
decisions. The Treasury is well
aware of the existence of diverge
ent views on public debt manage¬
ment, and they are all given con¬
sideration when each decision is
made.

The weighing of opinions has
always been true with respect to
Treasury problems, but the public
debt is so big today that it affects
all of us much more importantly.
I hardly need to tell you that
Federal securities comprise over
60% of the assets of mutual sav¬
ings banks. 55% of the assets of
commercial banks, 45% for insur¬
ance companies and nearly 30%
for savings and loan associations.
'This means that Government se¬
curities are overwhelmingly im¬
portant to most financial institu¬
tions. It means that public debt
management may control the des¬
tiny of many of these institutions.
It is small wonder that rumors
float around to an eager audience.
This excitement will wear down
as we become used to working in
the new environment. As a result

8 of World War I fhp debt increased
from about $1 billion to $26 bil¬
lion and it tiok a while to get
used to that. You heard the same
comments after the last war as

you hear today. There were many
statements, sneeches. aid articles
which indicated that the burden
of that debt would hold the coun¬

try b*ck for years to follow and
questions were raised as to our

abib'tv to tax the country suffi¬
ciently to c»rry this- enormous
burden of debt. It didn't take us

very long to grow up to it. And

that is just what we must do now.

iIn closing I want to say that I
have complete. confidence in the
ability.^ of ; the < Secretary of the.
Treasury, and his. staff to manage
the Public Debt in the interest of
the country as. a whole. He should,
of; course, follow the long estab¬
lished policy of consulting with
representatives of the Federal Re¬
serve System who have a vital in¬
terest in the matter and with rep¬
resentatives of, outside financial
institutions and get their views
and suggestions with respect to
the handling. of the Public Debt,
but he is responsible under the
law to the President and Congress
for maintaining the public credit
of the United States. For that

reason he must make the final de¬

cisions. I am sure that no one is

more conscious of this responsi¬
bility than he. I am perfectly will¬
ing to trust him with it.

li

I'
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Eldridge E>; Quinlan, released
from active duty as a Lt. Colonel;
Air Corps, has returned to Minsch,
Monell & Co,, 115 Broadway, New
York City, members of the New
York Stock Exchange, with which
firm he has been associated for.

more than 20 years. After serving
for three years at Santa Ana

Army Air Base, California, where
has was head of the Pilot School

ati the time of
, the dissolution of

pilot training, Colonel Quinlan
was transferred to the Air Tech¬

nical Service Command and

stationed at the Douglas Aircraft

plant, Long Beach, California.

'

X

BOSTON, MASS!. — George J.
Stickle# will become a partner
with Frederick M, Swan in Swan,
Stickley & Co. Offices will be
lobatecflat 75 Federal-Street. 'Mr.
Stickley has-been associated-with
Mr; Swan- in Frederick M: Swan
&' Company, of which the latter
was proprietor.f • 4 ■

Panama 3% Bonds
Holders of Republic of Panama

Arrears Certificates issued pursu¬
ant to the Service Readjustment
Plan dated Nov. 23, 1933, are. be¬
ing notified that the time within
which these: certificates may be
exchanged for.. Repuhlic .of.Pana¬
ma 3% External Sinking .Fund
Bonds due'May 1, 1987, under an
offer published as of May 1, 1941;
has been extended from May. 1.
1946, to May 1, 1947. /
Holders of Scrip Certificates for

■ssw'-"
■ v..

Republic: q£Panama 3%,External •

Sinking Fund Bonds are being^d^
tified: that, the - period/ for. ✓ exy \ .1
change

-

multiples-.of $50 principal amount
lias also, been extended from May V ;
l,jlj94ft to May 1, 1947.
Copies of the offer and the re- /:|j

quired? form letter of transmittal
mby beobtained from the Nation-
ailCity Bank of New York, Fiscal
Agent/ 20: Exchange Place, New w ' ■

Ybrk City. - -

Moffat & Co. Formed- ; :
GALESBURG, ILL.—David W.

Moffat is . forming Moffat & Co.
with offices at 396 North Academy

Street; Hewill be President of the
new firm/' M& Moffat was/ for¬

merly with L. F. Rothschild &

Co* and ,'inr the past* was

Shields & Co. \1 "" ;/ . -

.; t -■•/

IRGINIA BRIDGE COMPANY, largest struc¬

tural steel fabricator in the South and third

largest in the United States, operates three

strategically located plants in Roanoke, Va., Bir¬

mingham, Ala., and Memphis, Tenn., from which

the company serves construction projects through¬

out the South, Southeast and Southwest.

Organized in .1895 as the Virginia Bridge & Iron

Company, the name was changed to Virginia

Bridge Company in February, 1936, when it be¬

came a subsidiary of the United States Steel Cor¬

poration. During its nearly fifty years of opera¬

tions, this company' has furnished and erected a

large percentage of the highway and railroad

bridges, industrial plants, commercial buildings,

power development j projects and other types of

steel structures built throughout the Southern

states.

Other products include fabricated structural steel

for all types of construction, including railroad

coal cars, various types of control gates for hydro¬

electric power developments, football stadiums,

grandstands, mining structures, and oil refineries.

Virginia Bridge Company enjoys the patronage of

many large and nationally important industries,

particularly those interested in the development of

chemicals/pulp and paper, textiles, Nylon, Rayon

and others that are rapidly expanding, in the South.

With large engineering, fabricating and erecting,

resources, the company made a substantial contri¬

bution to the war effort in the building of various

types of war plants, ship sections, military

bridges, Army and Navy construction, floating

dry docks, etc.

Another advertisement in the series bp Equitable Securities Corporation

featuring Southern developments. Equitable has helped to finance many Southern

companies, is ready to do its part in supplying others with capital funds.
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Restoring F
>| {Continued from page 2505)
the year 1935 because that was
the time the then President of the
United States abandoned his pol¬
icy of economy and started an era
orvast Federal expenditures from
borrowed money for the purpose
of experimenting in the use of
public funds as a panacea for our
difficulties and to lead us into a

new era.

I mention 1935 not because I
feel we can return to exactly the
same kind of government we had
then, but such a comparison may

impress upon us the necessity of
reaching a common ground—be¬
tween the Government then and
the Government now—where our

present day functions and obliga¬
tions can be properly discharged
without endangering those things
that have made America great.
In 1935 we had 719,440 Federal

civilian employees. Today, eight
months after the last shot was

fired, we have three million ci¬
vilian employees in the Federal
service, and this is exclusive of
of all those in the armed services,
many of whom are performing
clerical work.

It is significant to note that on
Armistice Day, 1918, the Federal
Government had 975,000 em¬

ployees, and within three months,
more than one-third of these em¬

ployees were dismissed from the
public service. Today, after eight
months of peace, the peak of the
w<ar employment has been re-

#ced less than 16%. The annual
payroll of the Federal Govern¬
ment in 1935 was 1 billion, 361
million dollars. Today it is ap¬
proaching 8 billion dollars annu¬

ally—nearly twice the total cost
of all governmental operations in
1935. Now we have 1,141 agen¬
cies, bureaus and main depart¬
ments, or six times as many as
we had in 1935. Our national debt
then was 29 billion dollars. It is
now 275 billion. Today we are

paying 16 billion dollars annually
in Federal subsidies and grants of
one character or another. In 1935
we paid approximately 3 billions
of dollars in subsidies and grants.
In 1935 the per capita taxes were
$20* Today the per capital taxes
are $308.

Jlfmay say the payment of sub¬
sidies is an insidious and vicious
practice and, if continued, will do
mtich to undermine our American
way of life. These Government
subsidies are integrated in many
lines of business—in oil, in coai
in building, in food. With the
high level of the purchasing
po(\yer of the people, continuing
and increasing subsidies certain¬
ly will not serve to reduce the
cost of living.
Jin 1935 we collected 2 billion,
67*. million dollars in taxes. This

Ze- wil1 collec1 42 billion,
u ! mi"1on. I am well aware ofthe fact that in this interim be¬
tween 1935 and 1945 we prepared
for, fought and won the greatest
war in all history, but the huge
cost of this war, and the debt in¬
curred, should convince us that
our Government cannot indefi¬
nitely play the part of Santa
Claus, both at home and abroad.
Democracy Cannot Survive Fiscal

Insolvency
I Ma«y officials of the Govern¬

ment are seeking to spend more
and more money than ever before

"1 ^Vrr peacetime history. Today
at; ^Washington a public man is
liberal in proportion as to how
liberal he is with other people's
mopey. Try to prevent the spend¬
ing.. of money you do hot have,
and you are berated as a tory and
reactionary, an economic royalist,
and regarded generally as a citi¬
zen of the most questionble char¬
acter, Yet, it is a basic and indis¬
putable fact that no democracy
has. or can survive if its fiscal sol¬
vency is -impaired, v . However,
these self-professed liberals do'
not hesitate to imperil the very
institutions of our-Government
by attempting to continue and

iscal Sanity
expand their schemes of experi¬
mentation. Let us remember
that the insolvency of a govern¬
ment begins when taxes neces¬

sary to support the government
become so high that diminishing
returns result.

In this battle to restore the
United States Government to the

people, a few simple principles
must be laid down. The first is

that in our democracy the people
must support the Government.
The Government cannot support
the people and preserve our de¬
mocracy.

Recognizing that during the
emergency created by the war,
business had to conform, for a

time, to necessary measures of
control, yet, in time of peace, all
power cannot be effectively cen¬
tralized at Washington. Although
some reasonable regulations of
business may be necessary, it is
not inconceivable that a business

straitjacket, dictatorially imposed,
may destroy our liberties and
bankrupt our nation. The alter¬
native to ' the preservation of
American principles is state so¬
cialism or some "ism" equally de¬
structive. We must preserve and
maintain the strength of Congress
as a protection against dictator¬
ship by bureaucracy.
In this fight so vital to all of

us you must remember that pub¬
lic economy, like private econ¬

omy, is never popular. It is a

steady, hard, unspectacular grind.
Let a public man obtain an ap¬

propriation out of borrowed funds
for his district, and he may re¬
turn home to be greeted by the
town band, but for the returning
economizer there are often black
looks and sometimes hard words.
I know something of this. The
average citizen frequently holds
the belief that a grant from Uncle
Sam is a gift. They think of ,the
Federal Government as a th'ird
party, when ,in fact, we ourselves
are the Government. The wealth
of the Government is our collec¬
tive wealth. In the final analysis
our Government can be operated
only on the taxes we pay out,of
the nrofits of the free enterprise
system of America. And this sys¬
tem can be effectively destroyed
by excessive taxation; by de¬
stroying the profit incentive; by
unreasonable and senseless gov¬
ernmental regulation; bf bjf'Gov¬
ernment competition, and by con¬

tinued and arbitrary strikes.

Plan to Restore Fiscal Sanity
If I were asked to submit a plan

to restore fiscal sanity in Amer¬
ica after 16 years of continued
deficits, I would include:
First: Balance the budget at

the earliest possible date.
Second: Keep the budget in

balance, for it is certain that upon
the first warning of any business
recession the blue prints for a

vast program of public spending
with deficit funds will be pre¬
pared by the bureaus at Wash¬
ington. Our people must refrain
from asking for Federal funds to
prime the pump or for Federal
grants for functions that should
be performed by local and state
governments.
Third: Make payments on the

public debt, even if only of mod¬
erate amounts at the start.

Fourth: Reduce taxes by elim¬
inating unnecessary and extrava¬
gant Federal expenditures. I am
here to say that the field of ex¬

travagance and waste at Wash¬
ington is as wide as the ocean and
offers unlimited possibilities for
elimination and reduction.
A bill introduced by me to re¬

duce the legal debt limit from 300
billion dollars to 275 billion was

favorably reported by the Sen¬
ate Finance Committee, with the
approval of the Secretary of the
Treasury/, and it is * now on -the
Senate Calendar. If Tt" i'S 'enact¬
ed, as I hope and believe it will
be, the Federal Government can
no longer operate by deficit fi-

in America
nancing, because our present debt
is approximately the amount of
this new debt limitation. We will
thus restore a control over ex¬

cessive spending, which has been
lacking in the past 16 deficit
years, namely, to levy and collect
taxes to meet the expenditures
with funds out of current reve¬

nue. This is the only real safe¬
guard against extravagance in a

democracy such as ours, for when
borrowed money is spent the
average taxpayer is not conscious
of the spending. In America tax
conscious citizens are our greatest
protection against unwarranted
and wasteful Government dis¬
bursements. When deficit financ¬

ing ends the taxpayer can de¬
mand economy and, as a reward,
can receive a prompt and direct
benefit by the reduction of his
tax burden.

For example, we could dismiss
one-half of our Federal em¬

ployees without undue impair¬
ment of service. In fact, it is
probable that an improvement
would result. Even then we would

have 50% more employees than in
the prewar years. The saving re¬

sulting from this retrenchment
would give a reduction to every

taxpayer of approximately 10%.
This is but one of the many op¬

portunities to reduce expenses

and pass the savings on to the
taxpayers in tax reductions while
balancing the budget and making
moderate payments on the public
debt.

The sentiment for economy

must come from the grass roots
of our population. Let all know
that if we choose high spending
we must also choose high taxes.
There is no easy road to econ¬

omy. The first step must start at
the ballot box and to elect Con¬

gressmen and Senators who be¬
lieve in economy and who are
willing to fight for that principle
even at the risk of their own de¬

feat. The opposition of highly or¬

ganized and powerful minorities
who are now beneficiaries of
Federal spending must be met.
Federal bureaus are always active
in opposition to any effort to re¬
duce their power and many of
these bureaus do not hesitate to
use the radio and mails at public
expense to oppose any retrench¬
ment,move that affects them. • J
Numerous legislative devices

have from time to time been sug¬

gested to curb Federal spending,
but, as we live in a democracy
and the American people rule our

Government, the desire for effi¬
ciency and economy must come
from the people themselves, and,
as I have said, this sentiment can
only be made articulate when we

operate on the pay-as-you-go
basis.

Lump sum appropriations
should be avoided by Congress,
and, in my judgment, the most
effective single reform in the leg¬
islative procedure of making ap¬
propriations is to have only one

appropriation bill, so that when
appropriations are made by Con¬
gress the whole picture can be
presented and uniform action
taken in measures for economy,

especially in such cases as the re¬
duction of personnel. The prac¬
tice now is to bring in perhaps a
dozen or more appropriation bills
at intervals of weeks and some¬

times months and it is impossible
to focus public attention on ap¬

propriations as would be the case
if one bill were presented.

Importance of Maintaining
Production

My remarks would not be com¬

plete unless I discussed the vital
question of maintaining full pro¬
duction in the factories and' on the
farms. With our national debt of
275 billion-dollars, we can only
service this debt and perform our
"essential ' 'public * functions by
means of a high national income.
The tax income of the Govern¬
ment is in direct ratio to the na¬

tional gross income, the reason
being that we depend on income
taxes for our main source of reve¬
nue.

The national income now is on

the basis of about 165 billion dol¬
lars annually, and, at existing
rates of taxation the Federal in¬
come is estimated at 44 billion
dollars annually. Should the na¬
tional income fall to 150 billion,
the present tax structure would
yield 38 billion. If the national
income falls to 100 billion dollars,
the tax revenue would be 20 bil¬
lion. If the national income falls
to 80 billion dollars, which was
the income for 1929, the highest
in our history previous to World
War II, then the tax revenue, at
existing rates, would be only 15
billion dollars, or one-third of the
present tax revenue.

This forcibly demonstrates the
necessity for full production, as,
if the national income should* fall
to the level of 1929, on a basis of
next year's budget of 35 billion
dollars, the deficit in current ex¬

penses would be 20 billion dol¬
lars.

The Strike Menace

Now, and for months, the main
obstruction to full production has
been strikes, many arbitrary in
character and in violation of con¬
tracts between unions and em¬

ployers. The strike menace has
grown since 1937, when the ex¬
ecutive branch of the Govern¬
ment refused to condemn sit-
down strikes and the then Sec¬

retary of Labor, Miss Perkins, ac¬

tually condoned them.
We have had strike after strike

in vital basic industries. The coal

strike has lasted for 30 days and
has resulted in a loss of 50 million
tons of production. If the coal
strike continues for another week,
many important industries will be
forced to close down. If it con¬

tinues two weeks, railroads, pub¬
lic utilities, and many of the most
vital functions of our society will
stop. The nation is threatened
with a general railroad strike.
With an arrogance and ruth-

lessness that have been character¬
istic of him since he was permit¬
ted to win every contest he has
had with our Government, John
Lewis has not even yet presented
his terms for the settlement of this
strike. He demands first that the

principle of paying a royalty 'to
him be recognized.'1 .This royalty'
would amount to 60 million dol¬
lars annually. He has made no
statement as to how this fund
would be expended. He refuses
to negotiate until the royalty
principle is first agreed to.
Whether we can avert a national

catastrophe is very much in
doubt.

I do not believe our business

economy can operate by paying
royalties to labor leaders, such as
John L. Lewis and Petrillo, and,
for my part, I feel it is the duty
of the Congress of the United
States to prohibit such demands
by appropriate legislation.
The Case bill passed the House

and, after weeks of delay, was
emasculated by the Senate Com¬
mittee on Labor. It is now on the
Senate Calendar and, when it
comes up for consideration, a de¬
termined group of Senators will
offer amendments to make it ef¬
fective for the purpose of con¬

trolling strikes.
I feel there can be no hope for

prosperity and industrial peace
for America until the equality of
rights of all citizens, corporations,
and organizations is written into
law on a basis of justice to all.
Unless contracts between labor
and indust-ry are observed and
have the same legal status as

other contracts, we can only look
forward to a long period of in¬
dustrial strife and business chaos.

A manufacturer who makes a

contract with a labor union must
have confidence in the .perform¬
ance of that agreement in: order
to plan his operations. Yet the
unidn may breach its contract and
management has no redress in

law, although the union is free
to resort to all legal processes as
well as illegal pressures to en¬
force the same contract.
The labor unions have great

power—virtually the power of life
and death over the economic

progress of America. Hand in
hand with power goes an equiva¬
lent responsibility. For years we
have seen repeated instances of
broken union contracts—of sym¬

pathy strikes to encourage and
support strikers working for some
other corporation, the sympathy
strikers having no grievance
against their own employer. We
have seen, time and again, juris¬
dictional strikes—strikes arising
from disputes between two
unions, when the employer is in
no manner involved, yet must
suffer the consequences and losses
resulting from shutting- down his
plant. This lack of union respon¬

sibility has reached an intolerable
stage.
I am strongly for collective bar¬

gaining, but bargaining must
mean what it says—namely, that
a bargain made is equally binding
on both parties to the agreement.
I believe in the inherent right of
labor to organize. Labor unions
have a proper place in the eco¬
nomic life of America. Unions
are here to stay, but, if we are to
have orderly business conditions,
labor unions as such must have
the same legal responsibility to
perform their contracts as the
owners of industry. If one can
be sued for violation of a contract,
the. other should be in the same

status. When two parties make a

contract, if that contract is to
mean anything, there must be a
mutuality of responsibility. We
may as well try to build a house
without a foundation as to enact

legislation to prevent industrial
and labor strife without first pro¬

viding for mutual responsibility.
Senate Joint Resolution 133,

which I have introduced, asks no

more of unions than existing laws
require of industrial corporations.
The Securities and Exchange
Commission was established to
see that neither the public nor the
corporation stockholders were de¬
frauded by industrial manage¬
ment. One of the powers of the
Commission is to require of all
corporations full reports and in¬
formation as to their operations.
As a first step to union respon¬

sibility, and this responsibjl^y'B
believe to be essential befoVe any
real progress can be made to end
industrial strife, the legislation I
have offered provides:

1. That within a reasonable

time, and annually thereafter, all
unions shall register with the Se¬
curities and Exchange Commis¬
sion; that each union shall an¬

nually report to the Commission,
among other information: Initia¬
tion fees; annual dues charged" to
each member; assessments" levied
during the past 12-month period;
limitation on membership; num¬
ber of paid-up members; salaries
of the officers; date of the last
election of officers; the method
of election; the vote for and

against each candidate for office;
reserves in the treasury; the date
of the last detailed financial
statement furnished to all mem¬

bers, and the method of publica¬
tion or circulation of such state¬
ment.

2. That every labor organization
having as members one or more
employees or persons engaged in
commerce shall take out articles
of incorporation under the laws
of the District of Columbia, or

any State authorizing such incor¬
poration. - "
3. That labor unions can be

sued for civil damages, either for
the breach of its employment con¬
tracts or for the unlawful damage
or destruction of property.

4. That no labor organization
shall be entitled to any rights,
privileges, or benefits under the
National Labor Relations Act un¬
less and until such organization
complies with the provisions of
this law.
Labor unions today have great
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financial resources.' At the direc¬
tion of Congress, the Joint Com¬
mittee on Internal Revenue Tax¬
ation has made a preliminary re¬
port stating that of approximately
one-half of the labor unions re¬

porting, those unions had an inr
come for the year 1944 of 389
million, 700 thousand dollars. In¬
cluded in the annual expenses of
these unions were wages, salaries,
and commissions of 50 million
dollars; compensation of officers,
38 million; other operating ex¬
penses, 88 million, with a total
expenditure for the year 1944 of
323 million dollars, leaving 66
million to be added to the already
very large financial reserves.

Why shouldn't union members
know what salaries their officers
receive? Why shouldn't the union
members and the general public
know how much was expended
for political purposes? A busi¬
ness corporation, is prohibited by
law from making a political con¬
tribution. An individual making
a political contribution over a

certain amount must pay a gift
tax and report the same to the
Government.

Labor unions in America have
"grown up." They are now "big
business" in their power and fi¬
nancial assets. They must assume
their proper responsibility for
their acts affecting the economic
welfare of America. This legis¬
lation will do no more than place
upon unions a legal responsibil¬
ity commensurate with cheir pow¬
er. As I have said, many have
large financial resources ade¬
quate to pay damages for viola¬
tion of contracts (I am informed
that 12 unions have financial re¬
serves of 1-30 million, 762 thou¬
sand dollars). At least the em¬

ployer, under this plan, will know
in advance the financial respon¬
sibility of the union with which
he deals.

This bill will implement and
strengthen such legislation as

proposed in the Case bill. I do
not offer this as a panacea to
solve all labor difficulties, but, in
the long range objective for in¬
dustrial peace, I think we must
put first things first and give to
labor unions a legal status and
responsibility. This is the founda¬
tion. Until this responsibility to
organized government is estab¬
lished there can be no lasting in¬
dustrial peace upon which our fu¬
ture prosperity so vitally depends.

ii

Private Banks in

Argentina Beduced to
Agencies of Central Bk.
According to press accounts

from Buenos Aires April 25 a
new Government decree, effec¬
tive that day, reduces all pri¬
vate banks in Argentina substan¬
tially to agencies of the Central
Bank, recently nationalized. The
Associated Press advices from
which we quote, went on to say:

Under the new decree, issued
after the close of business last

night, the private banks will be
authorized to receive deposits on
behalf of the Central Bank but
will be unable to lend this money
on their own responsibility.
The decree reduces the lending

power of the private banks by
about 80% and at the same time
guarantees bank deposits. These
banks still are permitted to lend
their own money put up by stock¬
holders or earned in the past and
retained as reserves, but this
amounts to only about 20% of the
total previously available for
loans.

Another effect of the decree,
Which must be ratified by the
lifew Congress if it is to remain in
effect after President-elect Juan
B-r Peron is inaugurated, would be
to reduce bank profits by from
50 to 80%, since the banks will

receive only part of the interest
from- loans made with Govern¬

ment approval. ^ - --

I t L 4

(Special to The Financial Chronicle)

BLOOMINGTON, ILL.—Donald
H. Willard has joined the staff of
C. E. Bohlander & Co., American
State Bank Building, after serving
in the U. S. Army,

(Special to The Financial Chronicle)

BOSTON, MASS. — Rollin M.
Gallagher, Jr., has become associ¬
ated with Minot, Kendall & Co.,
Inc., 15 Congress Street. He was

previously with Eaton & Howard,
Inc.

(Special to The Financial Chronicle)

BOSTON, MASS. — Frank L.
Benson, Jr., William G. MacDon-
ald and Arthur A. Staff are now

with W. F. Rutter, Incorporated,
19 Congress Street.

(Special to The Financial Chronicle)

BRIDGEPORT, CONN.—George
F. Gonyer is now with Smith,
Ramsay & Co., Inc., 207 State
Street.

(Special to The Financial Chronicle)

CHARLOTTE, N. C.—W. M. Ar¬
cher, Jr., and Fred Sheetz have
joined the staff of Louis G. Rog¬
ers & Co., Johnston Building.

(Special to The Financial Chronicle)

CINCINNATI, OHIO — George
T. Grady has become associated
with John E. Joseph & Co., 18
East Fourth Street. He was for¬

merly with George Eustis & Co.

(Special to The Financial Chronicle)

CINCINNATI, OHIO—O. Wil¬
liam Hueter, Jr., and Vernon L.
Lash are with Slayton & Co., Inc.

(Special to The Financial Chronicle)

CLEVELAND, OHIO—Richard
G. Kaiser and William C. McOwen
have become associated with The
First Cleveland Corporation, Na¬
tional City Bank Building. Mr.
McOwen, prior to serving in the
armed forces was with Merrill

Lynch, Pierce, Fenner & Beane.

(Special to The Financial Chronicle)

CLEVELAND, O.—William H.
Staring, Jr., has become associ¬
ated with Otis & Co., Terminal
Tower. He was formerly with the
National City Bank of Cleveland.

(Special to The Financial Chronicle)

COLUMBUS,. OHIO—Ernest C.
Carl is with the Samuel & Engler
Co., 16 East Broad Street.

(Special to The Financial Chronicle)

DETROIT, MICH.—Henry C.
Duffield is with S. R. Livingstone
& Company, Penobscot Building.
In the past he was with Alison &
Co., and Whitlock, Smith & Co.

(Special to The Financial Chronicle)

DETROIT, MICH.—Milford C.
Creviston is with Olmsted &

Mulhall, of Kalamazoo. In the

past he was with Harrison & Aus¬
tin, and Mason, Moran & Co., of
Chicago.

(Special to The Financial Chronicle)

DEROIT, MICH.—Richard G.
Brennan, Maloye R. Holmes, and
Howard R. Kendall are with Slay-
ton & Co., Inc.

(Special to The Financial Chronicle)

DETROIT, MICH.—Hanson L.
Hartman is with Smith, Hague &
Co., Penobscot Building.

(Special to The Financial Chronicle)

DETROIT, MICH.—Max E. Bol-
hover and George V. Donoghue
have become associated with A.M.
Kidder & Co., 600 Griswold Street.
Mr. Bolhover has been serving
in the armed forces. Mr„ Don¬

oghue was with Wm. C. Roney &
Co. in the past.

(Special to The Financial Chronicle) ,

DETROIT, MICH —Robert E.
Williams is now with Mercier,
McDowell &Dolphyn, Buhl Build¬
ing. He was previously with
A. M. Kidder & Co. - - :-

i j. j

(Special to The Financial Chronicle)

DETROIT, MICH.—Robert G.
Cook has become associated with
C. G. McDonald & Co., Guardian
Building, after serving in the U.
S. Army Air Corps.

(Special to The Financial Chronicle)

JACKSON, MICH.—Milford B.
Reed is with H. II. Butterfield &
Co., Jackson City Bank & Trust
Company Building. He was for¬
merly with Schouten, White & Co.
and Peninsular State Co.

Lesher was in business for himself
in Lansing.

(Special to The Financial Chronicle)

. LINCOLN, NEB. — Evert M.
Hunt has rejoined the staff of the
First Trust Company of Lincoln,
after serving in the armed forces.

(Special to The Financial Chronicle)

KANSAS CITY, MO.—Ray A.
Powell is with Herrick, Waddell
& Co., Inc., 1012 Baltimore Ave¬
nue.

(Special to The Financial Chronicle)

KANSAS CITY, MO.—John F.
Parker has joined the staff of Lu¬
cas, Farrell & Satterlee, Inc., Co¬
lumbia Bank Building.

i Special to The Financial Chronicle)

KANSAS CITY, MO.—John J.
Strandberg has rejoined Harris,
Upham & Co., 912 Baltimore Ave¬
nue, after serving in the U. S.
Navv.

(Special to The Financial Chronicle)

KANSAS CITY, MO.—Francis
D. Bertrand has become connected
with H. O. Peet & Co., 23 West
Tenth, after serving in the U. S.
Marine Corps.

LANSING, MICH.—William R.
Lesher is now with Stoetzer,
Faulkner & Co., Penobscot Build¬
ing, Detroit, Mich. In the past Mr.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Rob¬
ert L. Gillilan is with Quincy Cass
Associates, 523 West Sixth Street.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—May-
nard W. Johnson is with Edger-
ton, Wykoff & Co., 621 South
Spring Street.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF--Rob¬
ert Carey Ilill is with Hill, Rich¬
ards & Co., 621 South Spring
Street.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Glen
D. Hunter is now connected with
Lester & Co., 621 South Spring
Street.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Wal¬
ter M. Bohme and Harry E. Grif¬
fith have joined the staff of Liv¬
ingston & Co., 639 South Spring
Street. Mr. Griffith in the past
was with Searl-Merrick Co.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF,—
Thomas T. Ellsworth, Keith T.
Spees, and Milo M. Turner are

with Morgan & Co., 634 South

Spring Street. Mr. Ellsworth pjre-

viously was with Lester.& Co:"'
iv;."- ■ > v ■" :■ '

^i^Sptolal: to Th# Financial Chronkx*)^*^
U
LOS-ANGELES," CALIF.—Wife,

liam L. Edington is now connected
with; the Pacific Company of Cali¬
fornia) 623 South Hope Street. f

(Special to The Financial Chronicle) , v" •.

LOS ANGELES, CALIF.—Al*
bert 12. Cuibard arid Jerome
Moore are with Slayton & Co,, •

Inc. Mr. Cuibard was formerly;
with Geo. H. Grant & Co, • n-

(Special to Ths Financial chronicle)

LOS ANGELES, CALIF.—Rich-t
ard M. Hoe is now affiliated with j
Wm. R. Staats Co., 640 £
Spring Street. j
**

(Special to The Financial Chronici*) f ,

. LOS ANGELES, CALIF,^—John
E. Dion has become associated
with Turner-Poindexter & |
629 South Spring Street. He was
previously with Nelson Douglass
& Co.

(Special to The Financial Chronicle) jff

LOS ANGELES, CALIF.—Wil¬
liam R. Burns, Jr., Robert G. Fife,
Charles H. Huffman, and Norman
K. Millican have been added id
the staff of DeanWitter & Co., 63(
South Spring Street. IKW.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Ray¬
mond L. Haden is with First Cali¬
fornia Company, 650 South Spring
Street. ' ? :

(Special to The Financial Chronicle) m

LOS ANGELES, CALIF.—Rob¬
ert M. Strong, Jr., and K. Sturges 1
are with Walston, Hoffman &
Goodwin, 650 South Spring Street

THIS IS UNDER NO CIRCUMSTANCES TO BE CONSTRUED AS AN OFFERING OF THESE SECURITIES
FOR SALE. OR AS AN OFFER TO BUY. OR AS A SOLICITATION OF AN OFFER TO BUY. ANY OF

SUCH SECURITIES. THE OFFERING IS MADE ONLY BY MEANS OF THE PROSPECTUS.

NEW ISSUE h'k,

100,000 Shares

Scranton-Spring Brook Water

Service Company
: • ' t i

i' ' •
. 'Ah

4.10% cumulative preferred stock
par value $100 per share

Price $102.50 per Share
PLUS ACCRUED DIVIDENDS FROM MARCH IS, 1946 TO DATE OF DELIVERY

COPIES OF THE PROSPECTUS MAY BE OBTAINED FROM ONLY SUCH OF THE UNDERSIGNED

AS MAY LEGALLY OFFER THESE SECURITIES IN COMPLIANCE WITH THE

SECURITIES LAWS OF THE RESPECTIVE STATES.

Mellon Securities Corporation

Blyth 8t Co., Inc. Drexel 8j Co. The First Boston Corporation

Kidder, Peabody & Co.

F. S. Moseley & CO.

Harriman Ripley & Co,
INCORPORATED

l.azard freres & CO.W. C. Langley & Co.

E. H. Rollins & Sons Shields & Company A.C. Allyn and Company
INCORPORATED INCORPORATED ^

Estabrook & Co. Hallgarten & Co. Harris,Hall & Company
(INCORPORATED)

^ V ;< v;

W. E. Hutton & Co. Reynolds & Co. Stroud & Company
'

INCORPORATED^.; V ;

The Wisconsin Company s f ^

may 3. 1945 ... , >,

; : . . ' . . 'i ' : " ; '• V/.'"" : - ;

:
■ :

ft

."3

n-.i lU M

-*r-

-j 7:: v'ju*"

i jit-> < - c t- i , t v i t ' •

fX£-

fv;4
u

11

i:

fCI

:U '

yi

W;A,'
v.

i
j#v

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



; 2528

.J
THE COMMERCIAL & FINANCIAL CHRONICLE Thursday; May 9, 1946

III II ll llll

1o:; M'lW'jC riM!ri

cl ill
'(Continued frofrv firstpage)

* Rebuilding of stable economic
. V-systems throughout the worlds
r<;Originating in an excessive
,v'°, Imoney - supply, inflation affects

„ all aspects of economic life. - Like
many economicand social processes,

9

J its effects are not immediately ap-
; > ' parent. No single inflation dupli¬

cates another as to background,
duration, severity andafter-effects.
All inflations, however, are char-

■ acterized by sharp increases in
: ' the means of payment and in

prices.
, Inflationary forces are generat¬
ed in major wars. War costs are

generally so tremendous that the
, < public is unwilling to defray them

I ;, by the payment of taxes or the
*

purchase of Government obliga-
"

tions. In consequence, the dif-
l ference has to be met by in-

'creases in money and bank credit.
« The increase in purchasing power
tnus created results in a large

... volume of liquid funds which
'

holders frequently are unable'to
* * utilize during the war itself be-
5 '

cause' of rationing and shortages
of goods, but which exerts aii up¬
ward pressure upon prices ortce
the war has come to an end and

patriotic ardor cools.
To the extent that wars can be

*

/financed throughtaxes and the sale
'

of bonds to non-commercial bank
: • investors, postwar financial and

«. economic distortions are 'diminish-
\ ed. Orthodox measures of finance
„ reduce the difficulties of effecting

'

the transition to a peacetime

\ basis and spare an economy the"

* costs and ordeal of postwar inf la-
* tion.

/ Economic Effects of Inflation

J/ The destructive economic effects
f'®f inflation have been continu-

r ously emphasized by bur econo-
r mists, bankers, leaders of business
| and labor groups. Despite this,
4 however, lessons of the past are

... frequently forgotten and specious

% arguments advanced in an attempt
tJJo explain away or to justify in-
^tflationary developments. Thus the
doctrines now so prevalent—that

i; depressions result from under-

fConsumption, that the economy is
>| plagued b.y recurrent periods of
oversaving, that the forces of

r stagnation are basically stronger
/plan those of recovery, that easy
%money is essential for the stimu¬
lation of productive activity—have
made us all too complacent over

r present developments. Like ah
' conomic opiate, they have dulled
pur senses to the dangers inher-
f pni in the present situation.
?: | In a period of inflation, wealth
$ is redistributed on a gigantic
v fccale, and the more .industrialized
A nation, the greater is this redis¬
tribution. Generally speaking, the

i middle classes are impoverished
/ ivhile other groups enjoy windfall

||gains. Productive activity is dis¬torted. rSpeculative -forces are

/stimulated. Reckless spending is
Iprovoked. The rentier .group,
|i Composed of individuals, universi¬
ties, foundations and charitable
/ institutions, is affected adversely
j both by the low rates of interest
| Symptomatic of inflation in its
earlier stages and the progressive
depreciation»-in * the ^ purchasing

•«| power of money. The stage is set
: /for a subsequent deflation and de-
i pression, for inflation always car-
,lf?ies the seeds of its own destruc¬

tion. ^ a . 1
aj / Psychological and Political

v - Consequences v ".. ~

if The economic effects -of-infla-
jion arq paralleled by equally im¬
portant psychological and political
/ Consequences. The community be-
. Comes demoralized ' and, as Hhe
H/middle classes "impoverished,
fhe forces of democracy are weak¬
ened. Strength is given to the
/ political forces of the extreme
/right and left and people become
receptive'to^magogic appeals^
f The demoralizing consequences
of inflation are as well known as

Despite this fact nations are al¬
ways reluctant to check the-forces
of inflation. Those 'groups which
have*profited from price increases
oppose remedial measures* and
people in general are often un¬
willing to suffer the temporary
pain of deflation. Living in, an
illusion of prosperity and wealth;
they are reluctant to take meas¬
ures necessary to restore the
economy to a healthy condition.

Basic Causes

The basic cause of inflationary
trends is the huge increase in the
means Of payment, currency and
bank, deposits, which press upon
the markets for expenditure at a
time when- goods are still rela¬
tively scarce. The increase'in the
means of payment represents
that part of war expenditures not
financed by taxes or by the sale
of obligations to investors other
than commercial banks. In the
five calendar years rfr6m the be¬
ginning of 1941 to the end of 19(45
total budget expenditures of the
American Government -approxi¬
mated $351 billions. .The riet
budget deficit was $201 billions
and the total debt: increased by
$228 billions. About 42% of the
rise in the debt, or $95 billions,
was financed by an increase in
holdings of Government obliga¬
tions by the commercial ■ banking
system, i.e., by the Federal Re¬
serve Banks and the commercial
barks. ; It was. the rise in hold¬
ings of the public debt by the
commercial banking system that
caused commercial bank deposits
in. this period to increase from
$54 to $136 billions (exclusive of
inter - bank deposits). The in¬
crease in bank deposits Would, of
course, have been smaller had our
Government been able to finance
a larger share of the cost of the
war by taxes or by the sale of its
obligations outside of the com¬
mercial banking system.

Combating Inflation

Combating inflation requires
the adoption of measures which
will not only check further in¬
creases in bank deposits but which
will bring about an actual decline.
Commercial bankers need not fear
decreases in total deposit volume.
They need to be concerned over
the fact that measures appropri¬
ate to a control of an immoderate

expansion in deposit volume may
not be adopted.

The exemption of the war loan
account for reserve requirements
created a situation in "which com¬

mercial banks increased their

holdings of the public debt in very
rge amounts during the loan

drives, it Was' then that they pur¬
chased obligations sold by other
investors who were1 reducing their
portfolios in order to participate
in the current drives. The amount
of commercial bank credit in¬
volved in the eight drives, in the
form of .1 purchases of or loans
against ' Government obligations,
varied from about 29 to approxi¬
mately 50% of the total volume
of obligations sold. In the Victory
Loan it Approximated 43%." Fol4
lowing each loan drive, as the war
loan account fell and-private-de-
posits rose, member' banks," in
order to build up their reserves to
the legal minimum/shifted some
part of their holdings of Govern¬
ment obligations -to the Federal
Reserve Banks.

- The increase in bank deposits
and in currency Was supported hy
a .sharp rise in the total volume
of Federal Reserve ^credit. Policies
of war finance placed upon the
Reserve Banks -the responsibility
of maintaining a certain level and
structure-of

. interest rates. -This
'responsibility is described in the
Annual Report of the Board of
Governors of the Federal Reserve

Systtm/for tl943;awhete tho'fol-
lowing statement appears: "Main¬

taining the structure of prices and

and supplying * banks with ade¬
quate reserves to enable them to
purchase such amounts of Gov¬
ernment securities as banks were

called upon to take, continued to
be the general objectives of Fed¬
eral Reserve purchases of Gov¬
ernment securities in' 1943 (pp.
15-16)."

Effect of Federal Reserve
Debt Holdings

In this war, the increase in
Federal Reserve credit took the
form mainly of a-rise in holdings
Of vhe > public debt, whereas in
World War. I it took the form

mainly, of loans to member banks.
This difference in the character of
the increase in Federal Reserve
credit has -an important bearing
upon the problem of inflation.
When the increase in Federal Re¬
serve credit takes the form of
loans to member banks, the forces
of inflation are retarded. Member
banks seek to reduce their in¬
debtedness and, if rates of redis¬
count are raised, they feel und'er
increased pressure to do so. When
Federal Reserve credit takes the
form of open-rmarket purchases,
no such check is applied to the
forces of inflation.

The fact that the Federal Re¬

serve-Banks in World War III
were responsible for maintaining
a certain structure- and level of
interest rates meant -that they
lacked discretionary control over

open-market operations. As the
situation worked out virtual con¬

trol over the short term open-

market portfolio of the Reserve
Banks passed into the hands of
the market. It was the market
that decided to a large degree the
amount of securities to be shifted
to the Federal Reserve Banks.

Necessary though such a policy
may have been in time of war,
the Federal Reserve Banks should

not in time of peace be charged
with the responsibility of main¬
taining ceilings on interest rates.

Rise in Liquid Assets

Methods of financing this war

led to a sharp rise in the volume
of liquid assets held by individ¬
uals and businesses. About one-
half of the estimated increase took
the form of currency and deposits.
The balance was made up of an

increase in holdings of Govern¬
ment securities, a large part of
which consist of redemption obli¬
gations. From the end of 1941 to
the end of 1945, holdings of total
liquid assets b.y individuals are
estimated to have increased from

$55 to $146 billions, and by busi¬
ness firms from $26 to $80 bil¬
lions.1

^

These liquid assets cannot sim¬
ply be matched against new pro¬
duction. New production creates
new income and new purchasing
power. In the meantime, the
liquid assets continue to hang over
the.market, threatening sharp up¬
ward price movements should
private spending suddenly in¬
crease. In consequence, every

effort should be made to check
further accumulations of liquid
assets in the form of demand de¬

posits, to induce non-bank in¬
vestors not" only td retain their
holdings of Government Obliga¬
tions but to draw upon their de¬
mand deposits to purchase addi¬
tional quantities, and to persuade
all holders Pf -liquid' assets to re¬

strict expenditures. Liquid assets
which,- if spent," could exert an
explosive upward effect on prices,
could, if saved, be used to cushion
a future depression.-

2 - Treating Symptoms ■ j
The problem of inflation i can¬

not be solved by the treatment 'of
symptoms. To keep prices down
by the payment of subsidies not

only conceals inflationary trends
but may actually intensify 'such

its destructive economic effects, yields of Government securities,
iFederal Reserve Bulletin, Feb¬

ruary 1946, p. 123. -

trends, if the futids required i are
obtained from the commercial
banking system. Tin the absence
of rationing, wage controls and
the allocation of materials, the
imposition of price ceilings leads
to an inequitable distribution ol
goods and the diversion of sup¬
plies to black markets. Measures
taken to treat symptoms become
self-perpetuating and divert at¬
tention from the basic causes of
inflation.

Among the measures necessary
to the control of inflation are the
encouragement of production ana
the reduction of unit costs or

goods produced. - Although such
measures are of extreme impor¬
tance, production by itself affords
no basic remedy for current mon¬
etary inflaaon. Even though this
is true, production should be en¬
couraged in. every way possible,
for the smaller the volume bl
goods produced, the greater is the
pressure on prices. Unfortunately,
production has been and is being
hampered not only by strikes but
also by certain Government poli¬
cies. Reasonable profit margins
have been threatened by a wage-

price policy which is utterly un¬
realistic. Increases in wage costs
must be reflected in higher prices
unless labor productivity is in¬
creasing. At the present time,
productivity is at a relatively low
level and, in consequence, wage
increases must be translated into
price increases unless profits are
to disappear and production to
decline.

Efforts should also be made to

reduce unit costs of production
through increased efficiency not
only of labor but also of man¬
agement. American industry has
led the world in technological ad¬
vances and will, I am sure, make
use of the advances of the war

period to reduce unit costs and
to make goods available to con¬
sumers at the lowest possible
prices.

Importance of Fiscal, Monetary
and Credit Policies

The control of inflation, how¬
ever, lies mainly in the realm of
fiscal, monetary and credit poli¬
cies. Fiscal policy should be di¬
rected towards the attainment not

only of a balanced budget in the
fiscal year ending June 30, 1947,
but even of a surplus in tax rev¬
enues. To this end present tax
rates should be maintained and
all expenditures carefully ap¬

praised.

My recommendation that tax
rates be maintained does not im¬

ply complete endorsement of our
present tax system. Many feia^
tures doubtless should be altered.

Changes in tax rates and in the
whole tax system, however, should
be adopted only after investiga¬
tion. In the meantime, present
.tax rates should be continued.

Through careful study, expen¬
ditures for the next fiscal year

doubtless can and should be re¬

duced below present estimates.
The elimination of subsidies will
effect a substantial savings. Fur¬
ther savings can be obtained by
the postponement of all but the
most essential Federal public
works expenditures. Long-range
programs, should be developed in
connection with expenditures for
defense, agriculture, veterans'
pensions and benefits, and inter¬
national finance.

International Finance

In the,field of international fi¬
nance, a report which was recently
issued by the National 'Advisory
Council on International Monetary
and. Financial Problems: goes far
in laying down an integrated pro¬

gram of foreign lending on -the
part of the American Government.
An essential part of our foreign
lending program is the proposed
cred it to the United Kingdom. On
various occasions I have urged the.
adoption by the Congress of the
Anglo-American Financial Agree¬
ment. This provides,* as you will
recall, for the granting of a line

of credit vof/$3,750,000,600 to be
drawn upon over a five-year pe¬
riod. The British will draw upon
the line of ^credit only Ao the
amount required to finance their
passive balance of payments. In
return for the credit, we receive
very substantial concessions in the
removal of foreign exchange con¬

trols and in a commitment by the
British to support the proposals
for freer trade which the United
States plans to submit at the
forthcoming International Confer¬
ence on Trade and Employment.
While the credit will, by the
amount used, increase the expen¬

ditures of the American Govern¬
ment, I believe that it can be
granted within the scope of a bal¬
anced budget. It is my firm con¬
viction that it represents a justi¬
fiable investment io preserve free
democratic systems. ,> By opening
the channels * of international
trade, it will, in the long run,
make more goods availanle jto
consumers and in consequence

will operate in the direction)of
lower prices.
Considerable improvement has

taken place in the budgetary posi¬
tion of the Government since the
first of the year. Tax receipts
are higher than estimated, and
expenditures are lower. If the
budget is balanced in the next
fiscal year, the Government will
be able to reduce the amount of
the debt in the hands of the pub¬
lic from the proceeds of the sale
of special issues to Government
trust accounts. If a surplus of tax
revenues is attained, a net re¬
duction can take place in the total
debt.

Debt Management

Closely allied to the budgetary
position of the Government is the
question of debt management. It
has been the traditional policy of
the American Government to re¬
duce debts incurred in time of
war. The debt incurred in the
War of 1812 was entirely paid off,
and those incurred in the Civil
War and the first World War were
substantially reduced. These re¬
ductions were made possible by
large increases in production and
real income. By and large, as the
debts were reduced, the bond¬
holders received dollars which
had greater purchasing power
than the dollars which the Gov¬
ernment received when the obli¬
gations were initially sold.
Over the long run, there is no

doubt but that this country, with
its opportunities for growth and
for increases in real income, can

again effect a substantial reduc¬
tion in debt. In addition to the
long-run problem, of debt retire¬
ment there are certain short-run

problems in the control of infla¬
tion which need immediate at¬
tention. The most important of
these is to reduce holdings of
Government obligations by the
commercial banking system and
thus to bring about a reduction in
bank deposits.
Measures-taken to reduce hold¬

ings of Government obligations by
commercial banks are but one

phase of the whole problem of
debt management to which de¬
tailed and careful study should
be given and in respect to which
a constructive program should- be
developed. A constructive step
preliminary to the development of
such a program is the recent
unanimous action of the Senate
Finance Committee in reducing
the public debt limit from $300 to
$27& billions.
An immediate question in debt

management concerns the floating
debt (Treasury bills and certifi¬
cates of indebtedness) which is-so
largely held by the commercial
banking system. For this reason

reductions in this type of debt
will have an important: effect; in

causing bank deposit liabilities' to
decline. Reductions in the float¬

ing debt can be .brought about ;by
use of existing excess war-loan
halnnppc hv ii<;p nf sVirhliiS
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ity of maintaining, through open;
market ■ operations, the - present:
level of : short-term rates./ Still
another measure is Ithe^elimina-
tion Of member bank , excess re¬

serves. The ultimate goal of these
different policies '/is to free the
Federal Reserve banks from the
task of underwriting an arbitrary
level and structure of interest
rates and thus to enable them to
take whatever action may be nec¬

essary to check an inflationary
expansion of credit. - -

Check Credit Expansion

Credit expansion must be
checked if inflation is to be

brought under control. Just as

present low rates of interest are
the result of huge credit expan¬

sion, so will the checking of credit
expansion lead, as an inevitable
by-product, to higher interest-rate
levels. These higher rates are not
a goal in themselves but a by¬
product of measures necessary to
preserve the purchasing power of
the dollar in which Government

obligations are payable.
The measures which I have sug¬

gested for the control of inflation
represent, as I stated at the out¬
set, the orthodox approach to the
problem. Only if we follow the
course of action outlined can we

maintain the private enterprise
system which, .in the economic
field, is the counterpart of d'emo-
cratic action in the political field.
Only if we follow the measures

suggested will we deal with the
basic causes of inflation. The
measures which I have proposed
include:

Stimulating production and
reducing unit costs of produc¬
tion by appropriate policies on
the part of Government and
business.

The continued maintenance of

tax rates at present levels and
a careful review of all expen¬

ditures in order that the budget
may not only be balanced in
the fiscal year ending June 30,
1947 but that a surplus of tax
receipts may flow into the
Treasury.
The refinancing of the float¬

ing debt through the issuance of
long-term securities at rates of
interest attractive to non-bank

investors.

Relieving the Federal Reserve
banks of the need to maintain
an artificial level and structure

of interest rates.

Reducing the volume of Gov¬
ernment securities held by com¬
mercial banks by use of surplus
cash receipts of the Treasury
and by refunding operations.
An important byproduct of the

proposed policies is that the dollar
will command greater confidence.
Individual investors will have

greater confidence in the dollar as
a standard of deferred payments
and will purchase fixed-income
securities with greater assurance.
The average citizen will be more

willing to hold his Government
obligations and less eager to take
refuge in investments regarded as

a hedge against inflation. For¬
eigners will have more confidence
in the dollar as an international

currency, in terms of which inter¬
national trade can be financed.

The dollar can then justly take
its place as the standard currency
of the world.

The control of inflation is the

responsibility of all groups in the
community. Every citizen has the
responsibility of protecting legis¬
lators against the importunities of
vested interests. Consumers should
be impressed with the necessity
of limiting their purchases to ar¬

ticles urgently needed and of
avoiding panic buying. Individual
holders of Government securities
should be made fully aware of the
importance of retaining their hold¬
ings and of increasing them to
the greatest possible extent. All
wage-earners and producers have
the responsibility of not exploit¬
ing short-run market advantages
to the long-run detriment of the
community. The Government it-

■ - ■; v ■ f ? ''
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*cash receipts of the Government
and by refunding" operations.
t .The refcffKhng of the floating
'debt

x into long-term securities
would have the effect of increas¬

ing average interest costs on the
debt. This is not a result to be

deplored, because higher interest
costs are less harmful than con¬

tinued and -mounting inflation.
The increased interest costs would
constitute only a small part of our
Federal budget.
An incentive price must be-paid

for thrift in order that the invest¬

ing public will buy and hold Gov¬
ernment obligations. Thrift is not
a quasi-mechanical process which
takes place irrespective of ihe rate
of interest paid on Government
obligations. The war has de¬
stroyed an enormous amount of
capital throughout the world.
Rates of interest have been held
low by the expansion of money
and credit. This creates the illu¬
sion of an abundance of capi.al
and gives us a false sense of se¬

curity.
Since February of this year,

when the outstanding debt reached
a peak of about $280 billions, the
debt has been reduced by about
$7 billions. This reduction was

effected mainly by drawing upon
the war-loan accounts, which
were built up to a very large total
in the Vic.ory Loan drive. In a

sense, these operations represent
a funding of the floating debt in
that the cash received from the

sale of long-term obligations dur¬
ing the Victory Loan drive is now

being used to retire the short-
term debt. While the reduction of.
the debt from Treasury deposits
held by commercial banks is a

commendable policy and should be
continued, it must be borne in
mind that this process does not
contract private deposits and, in
consequence, does not directly
reduce private spending. War-loan
accounts are reduced, but these
are idle balances having no effect
on prices. Private deposits would
be reduced if the debt held by
commercial banks were retired

from the excess of Treasury cash
receipts over expenditures and
from the sale of long-term obli¬
gations to non-commercial bank
investors,.

Interest Rates

In the control of inflation, fis¬
cal policy must be accompanied
by appropriate action on the part
of the Federal Reserve banks.

During the war the Federal Re¬
serve banks, as I have indicated,
have had the responsibility of
maintaining a certain level and
structure of interest rates. If we
are to check inflationary forces,
and to avoid totalitarian controls,
this responsibility must not be
continued indefinitely in time of
peace. The determination of in¬
terest rates must be left to the

competitive forces of the maifket,
and the Federal Reserve banks
must be permitted to formulate
discount and open-market policies
with sole reference to the general
welfare.

Time will be required and marly
preliminary steps will be needed
before the Federal Reserve banks
can regain control of money mar¬
ket forces. The first of these has

already been taken by several of
the Federal Reserve banks, with
the elimination of the preferen¬
tial rate on member bank bor¬

rowings against Government ob¬

ligations maturing or callable
within a year. Central banking
experience clearly demonstrates
that commercial banks should not
be permitted to borrow a t a profit
from central banks, and that rates

charged by central banks should
be above comparable rates of in¬
terest in the market. The bank
rate should be a penalty rater
-The elimination of the prefer¬

ential discount rate, though essen¬

tial ^nd. desirable, is but the first,
of several steps which must be
taken in the field of credit policy
to check inflationary forces. An¬
other is to relieve the Federal
Reserve banks of the responsibil-

has, 'the responsibility of
ntaining the full intrinsic tive Dominion statesmen in Lon-

valuercf 5 its obligations.
As bankers we, too, have a dis¬

tinct-responsibility. We must
make sure that bank credit is ex¬

tended J on a sound basis and is
extended to facilitate production
and not ^speculation. We must
maintain high qualitative stand¬
ards in the extension of loans. We
must encourage our depositors to
reta|n raiher than to spend their
savings.
The program I have outlined for

the control of inflation calls for
great courage and self-denial. But
courage and self-denial are quali¬
ties which have never been found
wanting in the character of the
American people.

Britain and Loan Delay
(Continued from first page)

during the debate have been left
unanswered; both politicians and
newspapers have resisted the
temptation of stating the British
case once more. But there is
growing resentment among the
public, and the number of those
who believe that the Government
should never have placed the
country into such a humiliating
position has increased consider¬
ably.
The presence in London of the

Prime Minister of Australia and
the Deputy Prime Minister of
New Zealand has contributed to¬
wards the stiffening of British
opinion against the loan. Neither
of the two Dominions have rati¬
fied the Bretton Woods Agree¬
ment, nor do they intend to do
so until Congress has ratified the
Loan Agreement. And both Mr.
Chifley and Mr. Nash have taken
the opportunity of their London
discussions to re-emphasize the
desire of their respective Govern¬
ments to retain Imperial Prefer¬
ence. In a statement to the Press,
Mr, Nash frankly admitted his
disbelief in the possibility of suf¬
ficiently substantial tariff reduc¬
tions by the United States to com¬

pensate New Zealand for sacri¬
ficing the advantages derived
from Imperial Preference. The

mere presence" of the

don. has made British opinion
more Empire-conscious. The Gov¬
ernment can ill afford to Ignore
this trend of public opinion, and
as a result it is likely to take a
firm stand at the coming trade
conference. * .

Meanwhile the:Government has
made all its plans to meet the sit¬
uation that would arise if the loan
should be rejected. -Some of the
planned measures are likely to be
put into operation even before a
decision is reached by Congress
on the loan, if that decision is de¬
layed till after the summer. There
Will be in that case drastic cuts in
imports of every kind from the
United States. The Exchange
Control Bill which provides for
the removal of restrictions on cur¬

rent trade transactions, in accord¬
ance with the Bretton Woods

Agreement, will not be proceeded
with, and the existing exchange
restrictions will be reinforced
further. Above all, bilateral trade
pacts and discrimination within
the sterling area will be extended
and reinforced.

Such measures will be consid¬
ered necessary in case of the
postponement of the ratification
of the loan agreement, not on ac¬
count of the present foreign ex¬

change position but in order to
safeguard the existing gold re¬

serve, for future indispensable re¬

quirements. The present position
is somewhat better than was ex¬

pected at the time of the conclu¬
sion of the loan agreement, partly
owing to the improvement of the
trade balance and partly as a re¬
sult of the appreciation of Brit¬
ain's remaining dollar assets
through the rise in Wall Street.
But the Government is deter¬
mined that the experience of
1940-41, when the British gold re¬
serve was virtually exhausted,
should not recur. To that end

every possible step will be taken,
in case of further delay in the
loan, to slow down the present
pace of the decline of the gold re¬

serve.

While some of the more far-

reaching measures are not likely

.

'to be put into-operation unless
and until it becomes; quite, certain
that the loan will be refused,'to
a large degree the Government
will act, in case of delay:beyond
the summer, Us if the loan -had
been refused." In particular, thcT
gold reserve will be sought to be
safeguarded by means of more bi¬
lateralism in trade arrangements.
The agreement with Portugal was
the latest in the series of agree¬
ments in that direction. While
each of them .contain *provisions
for its termination in case of a

reversion to multilateral trade,
the longer they continue to oper¬
ate the stronger will be the vested
interests opposed to a change.
Pending the; loan ratification,

the Government wants to avoid
further commitments in the direc¬
tion of multilateralism. - Collaho^
ration with the organizations Set
up under the Bretton Woods plan
will be purely formal, and the
British delegates will be entirely
non-committal at the preliminary
trade discussions in • September.
The Chancellor of the Exchequer
recently declared that Britain: has
not applied for dollar facilities
from the International Monetary;
Fund and she has no intention of
doing so. g|f|

•

Hopes continue; to be enter*
tained, however, in official quar¬
ters that the loan will be ratified
before Congress rises. Should
Congress pass the loan unamended
and with a good majority,': it
would allay anxieties, but the at¬
mosphere of uncertainty will
continue to* prevail until ?J:h0'
agreement is definitely ratified.'

W[

To Be Frankeribush & Go.
Effective May 1st, : the firm1

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

Exchange, was changed to Frank*
enbush & Co. ,:v

Hustmyre Opens ©ffice
ALEXANDRIA, LA—William X,

Hustmyre is engaging in an in¬
vestment business from offices int

the Guranty Bank Building. >;

This announcement is not an offer to sell or a solicitation of an offer to buy these securities.
The offering is made only by the Prospectus.

$23,500,000

Scranton-Spring Brook Water
Service Company

First Mortgage Bonds 214% Series due 1976 I

Dated March 15, 1946 Due March 15, 1976

Price 102%% and accrued interest

The Prospectus may be obtained in any State in which this announcement is circulatedfrom only such
of the undersigned and other dealers as may lawfully offer these securities in such State.

HALSEY, STUART & CO. Inc.

BEAR, STEARNS So CO.

HORNBLOWER So WEEKS

BLAIR & CO., INC. BURR So COMPANY, INC.

■"M

*

vv':l

. .*■;&

COFFIN So BURR
incorporated

OTIS & CO.
(incorporated)

A. G. BECKER So CO.
incorporated •• •' , f*|

SCHOELLKOPF, HUTTON POMEROY, INC. .7V'-
r.-%

: :r;i?

PUTNAM & CO.

BAKER, WEEKS So HARDEN R ITER & CO. WILLIAM BLAIR & COMPANY

H. M. BYLLESBY AND COMPANY
incorporated

CaRANBEftY, 1MARACHE & LORD

IRA HAUPT So CO.

May 3, 1946.

THE ILLINOIS COMPANY THE MILWAUKEE COMPANY : ^

E. M. NEWTON & COMPANY
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SS-'
4 in Decade

(Continued from page 2504)
!have to have money. You have to
thave capital."

And I remember saying this,
• too: "The word upon which to fix
the national mind at this time is

simply, outrightlv, anc! frankly,
capitalism."
That was true then. And it's

true today.

It's more true today than it was
then. It's going to have to be more
true next year, five years from
now and ten years from now if we
intend to keep "the American way
of life" in a "free enterprise
system."
We ought to be proud of the

capitalistic system. Competitive
capitalism just got through win¬
ning the greatest war in all
history.
Let's not be modest about it.

Neither Britain nor Russia could
have survived without the endless
flow of goods from this capital¬
istic American country.

We don't have to be modest
about our record in the war, and
we don't have to be modest about
our record in times of peace.

Other systems promise their peo¬

ple the good things of life. We've
got them. Other systems say to
their peoples: "Give us another
.five years or another ten years or
another fifteen years, and then
we will shower abundance upon

you."
We've got abundance, but we're

not satisfied with that abundance
even now. Competitive capitalism
can multiply it a thousand times.

Other systems say, "Keep us in
power just a little while longer,
and we will become the greatest
industrial nation on earth."
We in America have got the

greatest industrial power on earth.
Other systems strive to perpetu¬

ate themselves on promises. We
pitch our standard on perform¬
ance. But promises are pleasant
things. They have a pretty ring to
them. They have the full fascina¬
tion that always underlies both
talk and daydream of a great
tomorrow.

But magnificent promises have
some advantage over us at that.
They have the glittering promise
of |he blue print over the finished
product, of malleable theory over

tough fact. They have all the fas¬
cination of,.a February seed cata¬
log which comes to some city flat
dweller who thinks he'cl like to be

a farmer.
Let me propose in all serious-

.jness that we deprive the ideolo¬
gies of perpetual promises of what¬
ever advantage they may now en¬

joy.

A New Dimension to Democratic

Capitalism
I propose that we add a dimen¬

sion of unlimited hopeful promises
to our advocacy of our democratic
capitalism. We have every right
to do so. Reason plus resources,
physical, natural and spiritual,
give us that right.
Up to now, we've put all the

emphasis on the known and
measurable past and present
achievements. From now on, let's
put the accent on the immeasur¬
able possibilities of the future un¬

der a new brand of capitalism.
Four years ago, I thought we

needed a new creed for capitalism.
I still think we do. I think so more

now than I did then. The defini¬
tion of capitalism in the books is
as dead as the dinosaurs. It ought
to be. Let me recite the standard
dictionary definition:
"Capitalism. The concentration

fof capital. The power or in¬
fluence of capital as when in the
i;hands of a few."
i And that's the definition of

capitalism under which American
business men have lived too long.
That's why they've talked about

it in hushed terms. Capitalism,.as
defined in the books, fits only the
jfre^-booting era in our country,
thei;days of the wasters and the

plunderers, the spoilers and the
monopolists. And that era's dead
and buried.

A New Definition of Capitalism
We need a new definition of

capitalism just as much as we
need a new dimension in our

thinking and in our advocacy of
a progressive economic system.
Suppose we try this on for size:

"Capitalism is a competitive eco¬
nomic system designed for the
enrichment of the many and not
to make a few men rich."
We ought to be able to go hell¬

bent for that kind of capitalism.
In fact, what I propose to prove
to you is that we've got to go hell¬
bent for it if we don't want the
good things we've got to go to
hell.

But if we're going to accept
that definition, then we've got to
make it truthful in fact as well
as theory.
There'll have to be some

changes made to meet new con¬
ditions, new concepts, new think¬
ing. The old capitalism, despite its
sins, built a great United States.
The new capitalism can build a

great united people.
The American economic system

galvanized into superb unity to
win the war, but once the tensions
of a common danger were re¬

laxed, the divisive pressures of
fear and greed and appetite for
special privilege took command.
Like bull buffaloes, we'd formed
a ring against the wolfpack which
attacked our herd, but once we'd
beaten off the enemy, we locked
horns with each other in domestic
struggle.

Must Build a United and
Properous Nation

With all 'the elements of robust
economic health at hand—the pro¬

ductive capacity, the know-how,
the raw materials, the manpower,
the consumer demand, the accu¬
mulated capital—we stumble and
stagger and squabble. We've got
to snap out of it, for only a united
people can build a prosperous na¬
tion. We've got to snap out of it,
for only a united people can make
progressive, cooperative capital¬
ism be real in fact as well as in

theory.
That calls for a new national

fervor for capitalism; a new

respect for its accomplishments of
the past, but a new fervor for its
potentialities. The oldtimer at¬
tempting a come-back in the prize
ring is entitled to a polite round
of applause, but it takes an up
and coming prospective champ to
bring down the house.
That's why we need a new capi¬

talism. If you want a catch phrase
for it, call it neoteric capitalism.
That means new. Modern. Young.
Can capitalism of the American

variety be adapted to modern
technological conditions? Can it
stand up against the clamorous
challenge of collectivist systems
in other parts of the world and
against anti-democratic propagan¬
da at home? In an epoch that
tends toward ever larger economic
groupings—toward huge corpora¬
tions, great labor unions, power¬
ful farm organizations, expanding
Government agencies— can we
retain and fortify our cherished
individual freedoms and our free
institutions?

Can Retain Our Free Institutions

I say we can. I say we can not
only retain and fortify them, but
that we can make them flourish
and flower as they never have
before. ': "'" ;

It's going to take some doing.
It's going to take energy. Well,
we've got the energy. We'vewasted
enough of it already in industrial
strife. If we had spent those mil¬
lions of units of wasted man and
mental energy in production and
productive thinking instead of
pulling and pushing each other
around, there'd1 bg£ewer^shortages
today;' ; •

If it's true that life begins at
40, let me say I hope a new capi¬
talism will be bom in America in
the 1940's beginning right now.
The old capitalism was regarded

as a wholly automatic system—a
kind of perpetual motion machine
powered by the profit motive.
That conception is too primitive
for modern realities. The machine
is still the jnost effective ever
developed, but the time has come
to revise it and repair it to meet
the new strains of a more com¬

plex era.

Keyword of New Capitalism
The whole process of our think¬

ing must be raised from the auto¬
matic plane to a conscious level
where responsibility to the public
interest is the key word. It is all
right for us to defend the status
quo, and we are amply justified
in that defense by our achieve¬
ments and potentials. But we
must quit looking at the status
quo as a finishing line and learn
to treat it as a starting line for
the new capitalism now emerging.
We have reached a frontier in na¬

tional development where we
must begin to shape history in¬
stead of letting history shape us.
In effect today, we are called on

to choose between the old and the
new capitalist society. The old
holds that it is a closed and per¬
fect system of life resting on con¬

gealed and untouchable dogmas.
It is loaded down with petrified
prejudices—a gainst organized
labor, against Government activ¬
ity, against community planning.
The new view, which I earnestly
recommend, holds that capitalism
is a human institution, vibrant and
evolutionary, capable constantly
of adjusting itself to new condi¬
tions. There is nothing eternal,
nothing sacro-sanct about it. Un¬
less it justifies itself by works in¬
stead of words, it must go with
the wind of change.

Let me put the matter bluntly.
The idyllic days are dead. Nos¬

talgic thinking about the "good
old days" won't bring them back.
Life goes forward, always for¬
ward. The trouble is that some

people are moving forward all
right, but they're looking back¬
ward. They're like that lengend-
ary bird who didn't care where he
was flying but liked to see where
he had been.

Under the old or standpat con¬

ception of capitalism, people seem
merely the inert tools of the sys¬
tem. Under the new, or progres¬
sive conception, the system is a
tool in the hands of the people.
It is to be used, but not abused,
for the general welfare and the
good of all.
Under progressive capitalism,

the individual is a free agent, but
not a free-booter. He has the

right to choose, the right to make
his own decisions, but he does
not have the right to ride rough¬
shod over the rights of others.
What I'm saying is that man is
more important than the machine
or the products of the machine.
The primacy and dignity of man
come first. That's the American

concept. It's the newer concept.
In contrast, is the older, or the
totalitarian concept of the ; pri¬
macy of the state.

Defects of Russia's Economy

That's the difference between

Russia's economy and the Ameri¬
can economy. Let me state this
difference simply. In a demo¬
cratic capitalism, the individual
can jump from job to job if it
suits his pleasure. If he gets in
Dutch with his boss, he can go
around the corner,and find a new
boss. In a totalitarian state, the
individual is told where he must
work. There is only onerboss.j It's
the state itself. If he gets in
Dutch with his boss, he gets sent
to the salt mines. ;

It is no accident that capitalism
has flourished in America. Amer¬
icans have always demanded free¬

dom. And freedom and progres¬
sive capitalism are synonymous.

The new capitalism, I repeat,
recognizes the supremacy of the
individual. But it must also
recognize that our modern mass
production society has caused in¬
dividuals to band together in
economic groups for their mate¬
rial and mental well-being. To¬
day, individuals belong to the
union, the corporation, the farm
organization, the cooperative, the
trade association, the professional
society. Americans have trans¬
ferred certain of their freedoms
to these voluntary associations so
that they can act and work more
effectively in our modern mass

production society. This develop¬
ment of group association has
been evolutionary as America
grew. Group action is an eco¬
nomic fact which our new capital¬
ism must recognize.

Pressure Groups

These modern economic aggre¬

gations are sometimes called
"pressure groups." And that's
what they are. They are here and
they are going to stay. What's
more they are part of our kind of
living. In truth, group action is
America's democratic answer to
modern industrial society.

We must learn to understand
that these voluntary but power¬

ful associations are the core of
America's new capitalism. But
we can't afford to let them run

hog wild. Unless they are regu¬
lated they become more power¬
ful than the state itself. Unless
they are regulated our new cap¬
italism cannot prosper.
They need to be regulated. The

ideal is a maximum of self-regu¬
lation and a minimum of Gov¬
ernment regulation. But they've
got to be regulated. We've got to
welcome sensible regulations of
these groups by Government. And
by regulation I mean the setting
up of fair rules of the game.

You can't regulate one group

today and not another. Business
men want unions regulated.
Union leaders want more regu¬

lation of business. The farmer
wants them both regulated. You
can't tell one group to divulge
where and how it gets its money
and where and how it spends it
unless you tell that to all groups.
You can't insist that one group

be governed by democratic prin¬
ciples and not the others. You
can't demand that one group be
responsible and not the others.
We used to talk about the evils of
special privilege for the individ¬
ual. Now, it is just as important
that no one group should enjoy
special privilege.
Up to date, we've had a black

market in irresponsible power by
some groups because we haven't
understood that this age of group
action requires fair rules of the
game for all groups.

Competition and Equal
Opportunity

And our new capitalism calls
for another basic ingredient—
equal opportunity for all. But
there can be no equal opportunity
without fair competition. The
old capitalism was monopolistic;
it stifled competition and thereby
throttled opportunity for the lit¬
tle fellow.

The new capitalism must en¬

courage competition and thereby
open up opportunity.
Competition, as I mean it, is

more than competition between
two gas stations on the same
street. It is competition which
provides opportunity for ideas,
for leadership, for thinking. It is
Competition which sets inventive
minds to work; it is competition
which puts one community on its
mettle to outdo its rival in mu¬

nicipal improvements. It is com¬
petition which holds prices at
reasonable levels. It is competi¬
tion which makes for better liv¬
ing. .

Competition is the carat mark
on the real gold of golden oppor¬
tunity. Competition as we here

in America should know it, should
stimulate but never stymie op¬

portunity. Competition brings
out the best in all of us for the
best of all of us. -

Then how do we go about
building this new capitalism—this
capitalism which recognizes the
supremacy of the individual—this
capitalism which calls for re¬
sponsibility of group action—this
capitalism which glorifies oppor¬
tunity?

Dispense with Congealed
Capitalism

I say to you business men that
you have the key.
If you're as wise as I think you

are, you will use it to unlock the
door between the congealed cap¬

italism of yesterday and the
new capitalism of tomorrow.
If you go along with me in my

concept of a new capitalism, you'll
agree with me that it must in¬
clude a much, much greater dif¬
fusion of the good things of life.
It must mean more people owning
more things. It must mean more
machines, but more important,
more people who can afford the
products of those machines. It
must truly be a conception where
we look to the enrichment of the
many and not to the goal of mak¬
ing a few men rich. It must mean
high moral standards as well as
high living standards .

We say we are for a greater
middle-class economy, which
means having fewer people at the
bottom, fewer at the top, and
more in the middle.

Then what's wrong with a de¬
cent minimum wage? It's one

way of lifting the standards of
those at the bottom, isn't it? It's
one way of moving more people
to the middle, isn't it? I truly be¬
lieve that a decent minimum
wage is one means to multiply the
most precious asset of America-
it's middle class.

We say we regret to see slack
times and seasonal unemploy¬
ment? We say we're for steadier
jobs? Then what's wrong with
the annual wage? That's what it
means, doesn't it? Steady jobs.
We say we really want to see

more diffusion of the good things
of the world?

Then what's wrong with profit
sharing? What's wrong with
giving our workers a real in¬
centive to produce more for their
own profit—and for yours? More
people buying more things so yott
can make more things which more
and more people can buy? That's
what it would mean, wouldn't it?
We're all for these objectives.

But are they pious or are they
real? If they're real, what about
the methods?

We all say we want better
homes for everybody; that we
want better educational opportun¬
ities for everybody; that we want
higher health standards; that we
want a better national diet; that
we want security for all in their
declining years; that we want all
the things which spell real pros¬
perity for all the people.
If we truly want them, there-

must be ways found to bring them
about. I don't say the means that
I've suggested are cure-alls. I
don't say they'll work in all cases.
I don't propose these things as
magic capsules. I do say they are'
things we business men must
think about if we are to see a

future for ourselves in terms of
a future for others.

We must never forget that we
live in a democracy and the ma¬

jority rules. The majority must
feel that they share in the profits
of the profit system. Otherwise
they may , decide some day that
they want another system. The
more and more capitalists there
are, the safer your stake in cap--
italism is. The goal of our neW
capitalism is every man a cap¬
italist.

A New Capitalism or None
: Yes, gentlemen,; a decisive dec* >

ade lies ahead. To me, the choice
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for us is a new capitalism or none
at all.

. . .

If that sounds extreme, look
about you and see what's hap¬
pened. The old capitalism has
virtually disappeared abroad.' It
was liquidated in Russia. It is
dying on the continent of Europe.
It gasps for breath in the British
Isles. What has replaced it? A
new capitalism, guaranteeing the
freedoms of the old, but garnished
with opportunity for the man as

against privilege for the few? No,
not a new capitalism. Communism
and Socialism have taken its
place.
My four year course of educa¬

tion in the presidency of the
Chamber of Commerce has taken
me on many travels. It took me
around the world, where I saw
the death of capitalism with my
own eyes. It has taken me end¬
less times across this country of
our own. It has given me the
chance to talk to thousands of

people, to listen to them as well.
I have talked to them from

public platforms. I have talked
with them across tables. I have
listened to them in their offices
and at their lathes. I said at the

outset tonight that I have learned
a lot.

And, gentlemen, I have learned
this—and I say it to you in deadly

seriousness: We in business must
liberalize or face .the threat of
economic liquidation. The law of
life applies: adapt or die. We
can't run away from destiny down
some secluded rabbit trail.
Our destiny is to create the

new capitalism. Does the word
new frighten us? It shouldn't.
Isn't America the home of the
new? The rest of the world has
marvelled at America's passion
for the new.

Yesterday's models are today's
candidates for the junk yard. To¬
morrow's model is already on the
drawing board. Today's model is
already second hand. We don't
repair or repatch the worn out
machine. We don't hesitate to

scrap worn out tools. We
shouldn't hesitate to scrap worn
out social concepts.

No, the word "new" has never

frightened us.

America created a new form of

Government. America created a

new form of mass production.
America can create a new cap¬
italism.

Business has the key to un¬
lock the door to this new capital¬
ism. We can't duck this one.

Ours is the responsibility. Ours
is the opportunity. Ours is the
decision.

How to Put Federal Finances
On Sounder Basis

(Continued from page 2503)
policy" is diametrically opposed
to a "sound-money" program. This
is true whether one defines

"sound-money" as money redeem¬
able in a fixed weight of precious
metal, or whether one considers
money "sound" only if its average

purchasing power is kept approxi¬
mately constant year after year.
The only way for a government
to keep interest rates continuously
low is for it or the banks to stand

ready at all times to lend money
at low rates. The case has yet to
be recorded in which a govern¬
ment has by taxation obtained the
money needed to maintain such
a policy, for the party in power
is almost certain to regard such a

debt, if interest rates are allowed
to rise to the level necessary to
induce individuals to save the

amounts demanded by govern¬
ment and industry. They note
that, in 1933,—the last year in
which, in the United States there
was any semblance of a free mar¬

ket for capital,—the average yield
on Treasury bonds was 3.31%,
and that this was far below the
1920 peak of 5.32%.2 They realize,
therefore, that with a free market,
a 3.50% basis would be as low as

one could expect and that, if the
Government abandoned its "easy-
money policy"—the present $277
billion debt would probably en¬
tail a carrying charge of some

tax program as politically inex- $9.7 billions. Since the debt is a

pedient. In practice, therefore, the
government- seeking to keep in¬
terest rates low must either print

domestic one, interest payments
are balanced by interest receipts,
hence do not directly 'lessen the

the money which it needs or ob- ; national' income. However, the
tain the funds by permitting the ! transfer of $9.7 billions from tax-
banks to expand their deposit vol- i payers to bondholders constitutes
umes. Either one of these proce¬
dures tends to cause the price
level to rise—a result in conflict

with the "sound-money" principle
of preventing depreciation in the
value of the currency. Moreover
any long-continued expansion of
bank deposits based upon precious-
metal reserves will cause such
deposits to reach the maximum
permissible legal rates. Once such
limits are reached, the govern¬
ment can no longer successfully
keep the interest rates low un¬
less it lowers the legal reserve
rates—an obviously unsound fin¬
ancial expedient. Clearly then an

"easy-money policy" is entirely
incompatible with a "sound-mon¬
ey" program.

Our present fiscal authorities
probably know that this is true
and would prefer restoring the
nation to a "sound-money" basis
to continuing an "easy-money"
policy. However, from the stand¬
point of political expediency, in¬
flation has two marked advan¬

tages: firs^ it keeps nominal debt-
carrying charges low; second, it
camouflages so effectively the fact
that the real burden of the debt
is being cast upon the possessors
of money or obligations payable
in money that these victims do
not, in most cases, realize that
they are being systematically
robbed. Moreover, the Treasury
officials are appalled by the pros¬

pect of having to raise the sum

of money which will be required

a fiscal problem of the first mag¬
nitude—a problem embarrassing
to any political party, hence it is
not surprising to find the Federal
authorities searching for easy

ways out.

The Freezing of Bank-Held Gov¬
ernment Bonds

One recently-proposed device is
to convert part or all of the bank-
held Federal securities into re¬

quired reserves bearing very low
interest charges. Such a proce¬
dure may, perhaps, be justified on

the ground that the reason for
paying the banks to manufacture
for the Government new spending
power was the baseless belief that
creating bank deposits out of thin
air was less inflationary and less
reprehensible than printing paper

money. It may, therefore, be ar¬

gued that since the banks have
been drawing pay for an imagin¬
ary service, there can be no in¬
justice if payments are greatly re¬
duced or even stopped entirely as
soon as present contracts run out.

However, this plan, if adopted,
will cut off but a minor fraction
of the potential future tax burden
occasioned by our huge Federal
debt. Requiring the banks to hold
a $40 billion reserve of 1% bonds

might cut potential tax payments

by 2lk% of that amount—or $1
billion—little more than a tenth

of the prospective' interest bur¬
den. The problem of how to dis¬

...... ,. 2 Statistical Abstract of the U. S. 1938,
to pay the interest charges on the p. 295.

tribute the large potential interest
burden equitably upon the citi¬
zens of the nation still remains.

If the interest charges were met
by a proportional tax on all in¬
comes, the rate needed for the
the purpose would probably not
exceed 7%. However, since the
lower income classes have the
most votes, political expediency is
likely to lead to placing the bur¬
den mainly upon the wealthier
classes—the classes which have
hitherto furnished most of the
capital used in financing large
enterprises. The prospective in¬
terest charge is likely to be con¬

fiscatory so far as individual in¬
comes of $10,000 or larger are con¬
cerned. If confiscatory taxes on

such incomes are continued, the
result will be either to curtail
economic progress or to force
government to finance industrial
expansion. The latter procedure
leads, of course, to the substitu¬
tion of socialism for free enter¬

prise.

Perhaps the simplest way to
prevent this untoward result is to
adopt the proposed Constitution¬
al amendment limiting income and
inheritance taxes to a 25% maxi¬
mum. Memorials to Congress
urging the enactment of this
amendment have already been
voted by the legislatures of about
one-third of the states.

A 10% Sales Tax
Whether or not this .amendment

is adopted, a socially logical de¬
vice for meeting the interest
charges on the Federal debt would
be to levy a tax of say 10% on all
sales made to retailers by manu¬

facturers, processors, or whole¬
salers. The proceeds of the tax
should all be assigned to payments
of the interest charges or the
principal of the Federal debt.
The measures thus far men¬

tioned have no tendency to solve
what is one of the most vital

problems connected with the Fed¬
eral debt—namely control of the
price level. For several years, the
Federal Government has been en¬

gaged in an obviously losing fight
to keep prices from rising above
their 1941 levels. The ignomini¬
ous failure of this effort is ex¬

plained by the vast currency in¬
flation that has been going on. At
the end of 1938, the nation man¬

aged to get along with $36 billions
of money and demand deposits
combined. In January, 1946, this
total had swollen to $127 billions
—an increase of 252%. Although,
fortunately, production has risen
far above the 1938 levels, its rise
has not been large enough to off¬
set more than a fraction of the in¬

flationary flood. This flood
threatens to overwhelm all own¬
ers of bonds, mortgages, life in¬

surance policies, bank deposits,
annuities, and other obligations
payable in dollars. Therefore, the
nation's No. 1 financial problem
is how to prevent the filching
away of the savings of the thrifty
classes of the population.

An Effective Course of Action

The only course of action which
is likely to prove effective in pro¬

tecting these savings is for the
Government to pay .off as rapidly
as feasible a large fraction of the
debt to the banks, and thus re¬
duce by a like amount the volume
of demand bank deposits now out¬
standing in the hands of the pub¬
lic and available for the purchase
of goods. Were this done prompt¬
ly, the upward pressure on prices
would disappear, and there would
no longer be the slightest legiti¬
mate excuse for governmental
regulation of prices. • '
Granted that a reduction in

bank deposit volume is highly de¬
sirable, the next question which
arises is how large a volume of
bank deposit retirement would be
required to bring prices back to a
reasonable level. It is, of course,
impossible to answer this question
precisely. However, a clue to the
solution is offered by the follow¬
ing facts. Because production was

increasing so rapidly, inflation did
not cause the upward pressure on

prices to become severe until em¬
ployment reached a peak in 1943.
At this time, the volume of bank
deposits was around $60 billions.
Now the corresponding total is
more than $100 billions. Since
experience shows that the supply
of "pocketbook money" automat¬
ically tends to parallel the supply
of demand deposits, it seems prob¬
able that, if production were kept
at a high level, the retirement of
some $40 billions of demand de¬
posits would cause prices to set¬
tle at a level which would not be

grossly unfair to the holders of
obligations payable in terms of
dollars.

Retire $40 Billions of Bank
Deposits

To retire the required $40 bil¬
lions of deposits, is, of course,
anything but a simple matter.
Prof. Irving Fisher suggests the
freezing and compulsory invest¬
ment of a uniform fraction of
each individual's demand deposit.
If legal obstacles should not prove
to be insurmountable, such if plan
would doubtless be effective. The
Government might require each
depositor, on a given day, to in¬
vest a specified percentage of his
checking account in a special is¬
sue of Federal bonds of a type not
usable as collateral for bank loans
and not subject to ownership by
commercial banks. Depositors de¬
sirous of avoiding such investment

would, of course, use the time be¬
fore the given-date to <exchange
their bank balances ..for other
property.. As the conversion date
approached, sellers of property
would adjust their selling prices
to take account of the fact that

they would be compelled to invest
something like 40% of the pro¬
ceeds in Government bonds.

Therefore, no individual would
be penalized unduly by such a
forced conversion." • *''[
An alternative plan for getting

rid of the unwanted $40 billions
of demand deposits (which plan
is less drastic and more orthodox,
but which is also less certain to
be effective) is for the Govern¬
ment to raise funds frorn private
individuals and non-banking con¬
cerns and use the proceeds to
purchase Federal obligation^ held"
by banks... To, accomplish this^
end, taxes ought to be held tem¬
porarily at approximately war¬
time levels, Federal expenses
ought to be sharply curtailed and
the resulting surplus ought to be
used to pay off notes and bonds,
held by banks. The remainder of
the funds required to retire the
$40 billions of deposits should be
obtained by selling to private in¬
vestors bonds not usable as col¬
lateral for loans at commercial
banks. To float a bond issue large
enough to accomplish the end.
sought would, of course, necessi¬
tate making the terms attractive
to individuals, insurance compa¬

nies, and savings banks.
As the Government liquidated

its indebtedness to the commercial
banks, their reserve requirements
should be tightened up sufficient¬
ly to prevent them from substi¬
tuting private securities for the
Government bonds which were

paid off.

Higher interest rates would, of
course, be burdensome to taxpay¬
ers, but the importance of pre¬

venting the confiscation of the
savings of the thrifty is so grea*«
that the action nevertheless is

justified. Moreover, most tax¬
payers *would find their higher
taxes offset at least in part by the
protection of their investments.
After safeguarding the savings

of the thrifty by the procedure
described above, the Treasury
ought next to take advantage of
favorable opportunities to convert
the major part of the debt into
callable long-term bdnds, and
thereafter'proceed to Retire these
bohdfe rather rapidly from the
proceeds of taxes. The debt was
incurred in a few years. It ought
not to be allowed to hang on. the
nation's back like an Old Man of
the Sea for decade after decade.
The debt ought, indeed, to be
wiped out before the next great
emergency arises.
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Capitalism in Decade Ahead
ff (Continued from page 2504)

f have to have money. You have to
fr have capital."

f\'f And I remember saying this,
J ;too: "The word upon which to fix
the national mind at this time is

simply, outrightlv, and frankly,
capitalism."
That was true then. And it's

true today.
It's more true today than it was

then. It's going to have to be more
true next year, five years from
now and ten years from now if we
intend to keep "the American way
of life" in a "free enterprise
system."
We ought to be proud of the

capitalistic system. Competitive
capitalism just got through win¬
ning the greatest war in all
history.
Let's not be modest about it.

Neither Britain nor Russia could

have survived without the endless
flow of goods from this capital¬
istic American country.

We don't have to be modest
about our record in the war, and
we don't have to be modest about
our record in times of peace.
Other systems promise their peo¬

ple the good things of life. We've
got them. Other systems say to
their peoples: "Give us another
-five years or another ten years or
another fifteen years, and then
we will shower abundance upon

you."
We've got abundance, but we're

not satisfied with that abundance
even now. Competitive capitalism
can multiply it a thousand times.

Other systems say, "Keep us in
power just a little while longer,
and we will become the greatest
industrial nation on earth."
We in America have got the

greatest industrial power on earth.
Other systems strive to perpetu¬

ate themselves on promises. We
pitch our standard on perform¬
ance. But promises are pleasant
things. They have a pretty ring to
them. They have the full fascina¬
tion that always underlies both
talk and daydream of a great
tomorrow.

But magnificent promises have
some advantage over us at that.
They have the glittering promise
of ^he blue print over the finished
product, of malleable theory over

tough fact. They have all the fas¬
cination of, a February seed cata¬
log which comes to some city flat
dweller who thinks he'd like to be
a farmer.
Let me propose in all serious-

ness that we deprive the ideolo¬
gies of perpetual promises of what¬
ever advantage they may now en¬

joy.

A New Dimension to Democratic

Capitalism
I propose that we add a dimen¬

sion of unlimited hopeful promises
to our advocacy of our democratic
capitalism. We have every right
to do so. Reason plus resources,
physical, natural and spiritual,
give us that right.
Up to now, we've put all the

emphasis on the known and
measurable past and present
achievements. From now on, let's
put the accent on the immeasur¬
able possibilities of the futul'e un¬

der a new brand of capitalism.
Four years ago, I thought we

needed a new creed for capitalism.
I still think we do. I think so more

now than I did then. The defini¬
tion of capitalism in the books is
as dead as the dinosaurs. It ought
to be. Let me recite the standard

. dictionary definition:
, $"Capitalism. The concentration
h * of capital. The power or in-

; fluence of capital as when in the
u-jf hands of a few."
1 And that's the definition of

capitalism under which American
, business men have lived too long.
H I That's why they've talked about
it in hushed terms. Capitalism, as
defined in the books, fits only the

, dre^-booting era in our country,
the? days of the wasters and the

plunderers, the spoilers and the
monopolists. And that era's dead
and buried.

A New Definition of Capitalism

We need a new definition of
capitalism just as much as we
need a new dimension in our

thinking and in our advocacy of
a progressive economic system.
Suppose we try this on for size:

"Capitalism is a competitive eco¬
nomic system designed for the
enrichment of the many and not
to make a few men rich."

We ought to be able to go hell¬
bent for that kind of capitalism.
In fact, what I propose to prove
to you is that we've got to go hell¬
bent for it if' we don't want the
good things we've got to go to
hell.

But if we're going to accept
that definition, then we've got to
make it truthful in fact as well
as theory.
There'll have to be some

changes made to meet new con¬
ditions, new concepts, new think¬
ing. The old capitalism, despite its
sins, built a great United States.
The new capitalism can build a

great united people.
The American economic system

galvanized into superb unity to
win the war, but once the tensions
of a common danger were re¬

laxed, the divisive pressures of
fear and greed and appetite for
special privilege took command.
Like bull buffaloes, we'd formed
a ring against the wolfpack which
attacked our herd, but once we'd
beaten off the enemy, we locked
horns with each other in domestic

struggle.

Must Build a United and
Properous Nation

With all the elements of robust
economic health at hand—the pro¬

ductive capacity, the know-how,
the raw materials, the manpower,
the consumer demand, the accu¬
mulated capital—we stumble and
stagger and squabble. We've got
to snap out of it, for only a united
people can build a prosperous na¬
tion. We've got to snap out of it,
for only a united people can make
progressive, cooperative capital¬
ism be real in fact as well as in

theory.
That calls for a new national

fervor for capitalism; a new

respect for its accomplishments of
the past, but a new fervor for its
potentialities. The oldtimer at¬
tempting a come-back in the prize
ring is entitled to a polite round
of applause, but it takes an up
and coming prospective champ to
bring down the house.
That's why we need a new capi¬

talism. If you want a catch phrase
for it, call it neoteric capitalism.
That means new. Modern. Young.
Can capitalism of the American

variety be adapted to modern
technological conditions? Can it
stand up against the clamorous
challenge of collectivist systems
in other parts of the world and
against anti-democratic propagan¬
da at home? In an epoch that
tends toward ever larger economic
groupings—toward huge corpora¬
tions, great labor unions, power¬
ful farm organizations, expanding
Government agencies—can we
retain and fortify our cherished
individual freedoms and our free
institutions?

Can Retain Our Free Institutions

I say we can. I say we can not
only retain and fortify them, but
that we can make them flourish
and flower as they never have
before.
It's going to take some doing.

It's going to take energy. Well,
we've got the energy.We've wasted
dnough of it already in industrial
strife. If we had spent those mil¬
lions of units of wasted man and
mental energy in production and
productive < thinking instead ; of
pulling and pushing each other
ground, there'd*bg£ewer {Shortages:

If it's true that life begins at
40, let me say I hope a new capi¬
talism will be born in America in
the 1940's beginning right now.
The old capitalism was regarded

as a wholly automatic system—a
kind of perpetual motion machine
powered by the profit motive.
That conception is too primitive
for modern realities. The machine
is still the gnost effective ever
developed, but the time has come
to revise it and repair it to meet
the new strains of a more com¬

plex era.

Keyword of New Capitalism
The whole process of our think¬

ing must be raised from the auto¬
matic plane to a conscious level
where responsibility to the public
interest is the key word. It is all
right for us to defend the status
quo, and we are amply justified
in that defense by our achieve¬
ments and potentials. But we
must quit looking at the status
quo as a finishing line and learn
to treat it as a starting line for
the new capitalism now emerging.
We have reached a frontier in na¬

tional development where we
must begin to shape history in¬
stead of letting history shape us.
In effect today, we are called on

to choose between the old and the
new capitalist society. The old
holds that it is a closed and per¬

fect system of life resting on con¬

gealed and untouchable dogmas.
It is loaded down with petrified
prejudices—a gainst organized
labor, against Government activ¬
ity, against community planning.
The new view, which I earnestly
recommend, holds that capitalism
is a human institution, vibrant and
evolutionary, capable constantly
of adjusting itself to new condi¬
tions. There is nothing eternal,
nothing sacro-sanct about it. Un¬
less it justifies itself by works in¬
stead of words, it must go with
the wind of change.

Let me put the matter bluntly.
The idyllic days are dead. Nos¬

talgic thinking about the "good
old days" won't bring them back.
Life goes forward, always for¬
ward. The trouble is that some

people are moving forward all
right, but they're looking back¬
ward. They're like that lengend-
ary bird who didn't care where he
was flying but liked to see where
he had been.

Under the old or standpat con¬

ception of capitalism, people seem
merely the inert tools of the sys¬
tem. Under the new, or progres¬
sive conception, the system is a
tool in the hands of the people.
It is to be used, but not abused,
for the general welfare and the
good of all.
Under progressive capitalism,

the individual is a free agent, but
not a free-booter. He has the

right to choose, the right to make
his own decisions, but he does
not have the right to ride rough¬
shod over the rights of others.
What I'm saying is that man is
more important than the machine
or the products of the machine.
The primacy and dignity of man
come first. That's the American

concept. It's the newer concept.
In contrast, is the older, or the
totalitarian concept of the f pri¬
macy of the state.

Defects of Russia's Economy

That's the difference between
Russia's economy and the Ameri¬
can economy. Let me state this
difference simply. In a demo¬
cratic capitalism, the individual
can jump from job to job if it
suits his pleasure. If he gets in
Dutch with his boss, he can go
around the corner, and find a new

boss. In a totalitarian state, the
individual is told where he must
work. There is only one boss.; It's
the state itself. If he gets in
Dutch with his boss, he gets sent
to the salt mines.

It is no accident that capitalism
has flourished in America. Amer¬
icans have always demanded free¬

dom. And freedom and progres¬
sive capitalism are synonymous.

The new capitalism, I repeat,
recognizes the supremacy of the
individual. But it must also

recognize that our modern mass
production society has caused in¬
dividuals to band together in
economic groups for their mate¬
rial and mental well-being. To¬
day, individuals belong to the
union, the corporation, the farm
organization, the cooperative, the
trade association, the professional
society. Americans have trans¬
ferred certain of their freedoms
to these voluntary associations so
that they can act and work more
effectively in our modern mass

production society. This develop¬
ment of group association has
been evolutionary as America
grew. Group action is an eco¬
nomic fact which our new capital¬
ism must recognize.

Pressure Groups

These modern economic aggre¬

gations are sometimes called
"pressure groups." And that's
what they are. They are here and
they are going to stay. What's
more they are part of our kind of
living. In truth, group action is
America's democratic answer to
modern industrial society.

We must learn to understand
that these voluntary but power¬

ful associations are the core of
America's new capitalism. But
we can't afford to let them run

hog wild. Unless they are regu¬
lated they become more power¬
ful than the state itself. Unless
they are regulated our new cap¬
italism cannot prosper.

They need to be regulated. The
ideal is a maximum of self-regu¬
lation and a minimum of Gov¬
ernment regulation. But they've
got to be regulated. We've got to
welcome sensible regulations of
these groups by Government. And
by regulation I mean the setting
up of fair rules of the game.

You can't regulate one group

today and not another. Business
men want unions regulated.
Union leaders want more regu¬

lation of business. The farmer
wants them both regulated. You
can't tell one group to divulge
where and how it gets its money
and where and how it spends it
unless you tell that to all groups.
You can't insist that one group

be governed by democratic prin¬
ciples and not the others. You
can't demand that one group be
responsible and not the others.
We used to talk about the evils of
special privilege for the individ¬
ual. Now, it is just as important
that no one group should enjoy
special privilege.
Up to date, we've had a black

market in irresponsible power by
some groups because we haven't
understood that this age of group
action requires fair rules of the
game for all groups.

Competition and Equal
Opportunity

And our new capitalism calls
for another basic ingredient—
equal opportunity for all. But
there can be no equal opportunity
without fair competition. The
old capitalism was monopolistic;
it stifled competition and thereby
throttled opportunity for the lit¬
tle fellow.

The new capitalism must en¬

courage competition and thereby
open up opportunity.

Competition, as I mean it, is
more than competition between
two gas stations on the same
street. It is competition which
provides opportunity for ideas,
for leadership, for thinking. It is
Competition which sets inventive
minds to work; it is competition
which puts one community on its
mettle to outdo its rival in mu¬

nicipal improvements. It is com¬
petition which holds prices at
reasonable levels. It is competi¬
tion which makes for better liv¬
ing.

Competition is the carat mark
on the real gold of golden oppor¬
tunity. Competition as we here

in America should know it, should
stimulate but never stymie op¬

portunity. Competition brings
out the best in all of us for the
best of all of us.

Then how do we go about
building this new capitalism—this
capitalism which recognizes the
supremacy of the individual—this
capitalism which calls for re¬
sponsibility of group action—this
capitalism which glorifies oppor¬
tunity?

Dispense with Congealed
Capitalism

I say to you business men that
you have the key.
If you're as wise as I think you

are, you will use it to unlock the
door between the congealed cap¬

italism of yesterday and the
new capitalism of tomorrow.
If you go along with me in my

concept of a new capitalism, you'll
agree with me that it must in¬
clude a much, much greater dif¬
fusion of the good things of life.
It must mean more people owning
more things. It must mean more
machines, but more important,
more people who can afford the
products of those machines. It
must truly be a conception where
we look to the enrichment of the
many and not to the goal of mak¬
ing a few men rich. It must mean
high moral standards as well as
high living standards .

We say we are for a greater
middle-class economy, which
means having fewer people at the
bottom, fewer at the top, and
more in the middle.

Then what's wrong with a de¬
cent minimum wage? It's one

way of lifting the standards of
those at the bottom, isn't it? It's
one way of moving more people
to the middle, isn't it? I truly be¬
lieve that a decent minimum

wage is one means to multiply the
most precious asset of America-
it's middle class.

We say we regret to see slack
times and seasonal unemploy¬
ment? We say we're for steadier
jobs? Then what's wrong with
the annual wage? That's what it
means, doesn't it? Steady jobs.
We say we really want to see

more diffusion of the good things
of the world?

Then what's wrong with profit
sharing? What's wrong with
giving our workers a real in¬
centive to produce more for their
own profit—and for yours? More
people buying more things so you
can make more, things which more
and more people can buy? That's
what it would mean, wouldn't it?
We're all for these objectives.

But are they pious or are they
real? If they're real, what about
the methods?

We all say we want better
homes for everybody; that we
want better educational opportun¬
ities for everybody; that we want
higher health standards; that we
want a better national diet; that
we want security for all in their
declining years; that we want all
the things which spell real pros¬
perity for all the people.
If we truly want them, there-

must be ways found to bring them
about. I don't say the means that
I've suggested are cure-alls. X
don't say they'll work in all cases.
I don't propose these things as
magic capsules. I do say they are'
things we business men must
think about if we are to see a

future for ourselves in terms of
a future for others.

We must never forget that we
live in a democracy arid the rria-
jority rules. The majority must
feel that they share in the profits
of the profit system. Otherwise
they may. decide some day that
they want another system. The
more and more capitalists there
are, the safer your stake in cap¬
italism is. The goal of our new
capitalism is every man a cap¬
italist.

#'

A New Capitalism or None

.Yes, gentlemen,, a decisive dec-*
ade lies ahead. To me, the choice

*:■- «c.'- • - > — ...--s .<*4 - « *■ « - - ^ »
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for us is a new capitalism or none
at all. .

If that sounds extreme, look
about you and see what's hap¬
pened. The old capitalism has
virtually disappeared abroad. It
was liquidated in Russia. It is
dying on the continent of Europe.
It gasps for breath in the British
Isles. What has replaced it? A
new capitalism, guaranteeing the
freedoms of the old, but garnished
with opportunity for the man as

against privilege for the few? No,
not a new capitalism. Communism
and Socialism have taken its

'* place.
My four year course of educa¬

tion in the presidency of the
Chamber of Commerce has taken
me on many travels. It took me

around the world, where I saw
the death of capitalism with my
own eyes. It has taken me end¬
less times across this country of
our own. It has given me the
chance to talk to thousands of

people, to listen to them as well.
I have talked to them from

public platforms. I have talked
with them across tables. I have
listened to them in their offices
and at their lathes. I said at the
outset tonight that I have learned
a lot.

And, gentlemen, I have learned
this—and I say it to you in deadly

seriousness: We in business must
liberalize or face 4he threat of
economic liquidation. The law of
life applies: adapt or die. We
can't run away from destiny down
some secluded rabbit trail.
Our destiny is to create the

new capitalism. Does the word
new frighten us? It shouldn't.
Isn't America the home of the

new? The rest of the world has

marvelled at America's passion
for the new.

Yesterday's models are today's
candidates for the junk yard. To¬
morrow's model is already on the
drawing board. Today's model is
already second hand. We don't
repair or repatch the worn out
machine. We don't hesitate to

scrap worn out tools. We
shouldn't hesitate to scrap worn
out social concepts.

No, the word "new" has never

frightened us.

America created a new form of

Government. America created a

new form of mass production.
America can create a new cap¬

italism.

Business has the key to un¬
lock the door to this new capital¬
ism. We can't duck this one.

Ours is the responsibility. Ours
is the opportunity. Ours is the
decision.

How to Put Federal Finances
On Sounder Basis

(Continued from page 2503)
policy" is diametrically opposed
to a "sound-money" program. This
is true whether one defines

"sound-money" as money redeem¬
able in a fixed weight of precious
metal, or whether one considers
money "sound" only if its average

purchasing power is kept approxi¬
mately constant year after year.

The only way for a government
to keep interest rates continuously
low is for it or the banks to stand

ready at all times to lend money
at low rates. The case has yet to
be recorded in which a govern¬
ment has by taxation obtained the
money needed to maintain such
a policy, for the party in power
is almost certain to regard such a
tax program as politically inex¬
pedient. In practice, therefore, the
government' seeking to keep in-

debt, if interest rates are allowed
to rise to the level necessary to
induce individuals to save the

amounts demanded by govern¬
ment and industry. They note
that, in 1933,—the last year in
which, in the United States there
was any semblance of a free mar¬

ket for capital,—the average yield
on Treasury bonds was 3.31%,
and that this was far below the
1920 peak of 5.32%.2 They realize,
therefore, that with a free market,
a 3.50% basis would be as low as

one could expect and that, if the
Government abandoned its "easy-
money policy"—the present $277
billion debt would probably en¬
tail a carrying charge of some

$9.7 billions. Since the debt is a

domestic one, interest payments
are balanced by interest-receipts

terest rates low must either print j hence do not directly Idssen the*
the money which it needs or ob¬
tain the funds by permitting the
banks to expand their deposit vol¬
umes. Either one of these proce¬
dures tends to cause the price
level to rise—a result in conflict
with the "sound-money" principle
of preventing depreciation in the
value of the currency. Moreover
any long-continued expansion of
bank deposits based upon precious-
metal reserves will cause such

deposits to reach the maximum
permissible legal rates. Once such
limits are reached, the govern¬
ment can no longer successfully
keep the interest rates low un¬

less it lowers the legal reserve

rates—an obviously unsound fin¬
ancial expedient. Clearly then an

"easy-money policy" is entirely
incompatible with a "sound-mon¬
ey" program.

Our present fiscal authorities
probably know that this is true
and would prefer restoring the
nation to a "sound-money" basis
to continuing an "easy-money"
policy. However, from the stand¬
point of political expediency, in¬
flation has two marked advan¬

tages: first, it keeps nominal debt-
carrying charges low; second, it
camouflages so effectively the fact
that the real burden of the debt
is being cast upon the possessors
of money or obligations payable
in money that these victims do
not, in most cases, realize that
they are being systematically
robbed. Moreover, the Treasury
officials are appalled by the pros¬

pect of having to raise the sum

of money which will be required
j. . , . , 2 Statistical Abstract of the U. S. 1938,
to pay the interest charges on the p. 295.

national' income. However, the
transfer of $9.7 billions from tax¬

payers to bondholders constitutes
a fiscal problem of the first mag¬
nitude—a problem embarrassing
to any political party, hence it is
not surprising to find the Federal
authorities searching for easy

ways out.

The Freezing of Bank-Held Gov¬
ernment Bonds

One recently-proposed device is
to convert part or all of the bank-
held Federal securities into re¬

quired reserves bearing very low
interest charges. Such a proce¬
dure may, perhaps, be justified on

the ground that the reason for
paying the banks to manufacture
for the Government new spending
power was the baseless belief that
creating bank deposits out of thin
air was less inflationary and less
reprehensible than printing paper

money. It may, therefore, be ar¬

gued that since the banks have
been drawing pay for an imagin¬
ary service, there can be no in¬
justice if payments are greatly re¬
duced or even stopped entirely as
soon as present contracts run out.

However, this plan, if adopted,
will cut off but a minor fraction
of the potential future tax burden
occasioned by our huge Federal
debt. Requiring the banks to hold
a $40 billion reserve of 1% bonds

might cut potential tax payments
by 2%% of that amount—or $1
billion—little more than a tenth

of the prospective' interest bur-:
den. The problem of how to dis¬

tribute the large potential interest
burden equitably upon the citi¬
zens of the nation still remains.

If the interest charges were met
by a proportional tax on all in¬
comes, the rate needed for the
the purpose would probably not
exceed 7%. Howe\jer, since the
lower income classes have the
most votes, political expediency is
likely to lead to placing the bur¬
den mainly upon the wealthier
classes—the classes which have
hitherto furnished most of the
capital used in financing large
enterprises. The prospective in¬
terest charge is likely to be con¬

fiscatory so far as individual in¬
comes of $10,000 or larger are con¬
cerned. If confiscatory taxes on
such incomes are continued, the
result will be either to curtail
economic progress or to force
government to finance industrial
expansion. The latter procedure
leads, of course, to the substitu¬
tion of socialism for free enter¬

prise.

Perhaps the simplest way to
prevent this untoward result is to

adopt the proposed Constitution¬
al amendment limiting income and
inheritance taxes to a 25% maxi¬
mum. Memorials to Congress
urging the enactment of this
amendment have already been
voted by the legislatures of about
one-third of the states.

A 10% Sales Tax
Whether or not this .amendment

is adopted, a socially logical de¬
vice for meeting the interest
charges on the Federal debt would
be to levy a tax of say 10% on all
sales made to retailers by manu¬

facturers, processors, or whole¬
salers. The proceeds of the tax
should all be assigned to payments
of the interest charges or the
principal of the Federal debt.
The measures thus far men¬

tioned have no tendency to solve
what is one of the most vital

problems connected with the Fed¬
eral debt—namely control of the
price level. For several years, the
Federal Government has been en¬

gaged in an obviously losing fight
to keep prices from rising above
their 1941 levels. The ignomini¬
ous failure of this effort is ex¬

plained by the vast currency in¬
flation that has been going on. At
the end of 1933, the nation man¬

aged to get along with $36 billions
of money and demand deposits
combined. In January, 1946, this
total had swollen to $127 billions
—an increase of 252%. Although,
fortunately, production has risen
far above the 1938 levels, its rise
has not been large enough to off¬
set more than a fraction of the in¬

flationary f 1 o 0 d. This flood
threatens to overwhelm all own¬

ers of bonds, mortgages, life in¬

surance policies, bank deposits,
annuities, and other obligations
payable in dollars. Therefore, the
nation's No. 1 financial problem
is how to prevent the filching
away of the savings of the thrifty
classes of the population.

An Effective Course of Action

The only course of action which
is likely to prove effective in pro¬

tecting these savings is for the
Government to pay off as rapidly
as feasible a large fraction of the
debt to the banks, and thus re¬
duce by a like amount the volume
of demand bank deposits now out¬
standing in the hands of the pub¬
lic and available for the purchase
of goods. Were this done prompt¬
ly, the upward pressure on prices
would disappear, and there would
no longer be the slightest legiti¬
mate .excuse for governmental
regulation of prices.
Granted that a reduction in

bank deposit volume is highly de¬
sirable, the next question which
arises is how large a volume of
bank deposit retirement would be
required to bring prices back to a
reasonable level. It is, of course,
impossible to answer this question
precisely. However, a clue to the
solution is offered by the follow¬
ing facts. Because production was

increasing so rapidly, inflation did
not cause the upward pressure on

prices to become severe until em¬
ployment reached a peak in 1943.
At this time, the volume of bank
deposits was around $60 billions.
Now the corresponding total is
more than $100 billions. Since
experience shows that the supply
of "pocketbook money" automat¬
ically tends to parallel the supply
of demand deposits, it seems prob¬
able that, if production were kept
at a high level, the retirement of
some $40 billions of demand de¬
posits would cause prices to set¬
tle at a level which would not be

grossly unfair to the holders of
obligations payable in terms of
dollars.

Retire $40 Billions of Bank
Deposits

To retire the required $40 bil¬
lions of deposits, is, of course,

anything but a simple matter.
Prof. Irving Fisher suggests the
freezing and compulsory invest¬
ment of a uniform fraction of
each individual's demand deposit.
If legal obstacles should not prove
to be insurmountable, such '£ plan
would doubtless be effective. The
Government might require each
depositor, on a given day, to in¬
vest a specified percentage of his
checking account in a special is¬
sue of Federal bonds of a type not
usable as collateral for bank loans
and not subject to ownership by
commercial banks. Depositors de¬
sirous of avoiding such investment

***?*.■ - .... V 'v-

would, of course, use the time be¬
fore-the given- date to exchange
their bank balances*for other:1
property. As the conversion date
approached, sellers of property
would adjust- their selling prices- .

to take account of the- fact that
they would be compelled to invest
something like 40% - of the pro- t
ceeds in Government bonds.

Therefore, no individual would %
be penalized unduly, by such a
forced conversion.J

An alternative plan for getting, {
rid of the unwanted $40 billions
of demand deposits (which plan..
is less drastic and more orthodox,
but which is also less certain to
be effective) is for the Govern¬
ment to raise funds from private
individuals and non-banking con¬
cerns and use the proceeds to
purchase Federal obligations held
by banks. , To. accomplish this'
end, taxes ought to be held tem¬
porarily at approximately war¬
time levels, Federal expenses
ought to be sharply curtailed and
the resulting surplus ought to be
used to pay off notes and bonds,
held by banks. The remainder of
the funds required to retire the
$40 billions of deposits should be
obtained by selling to private in¬
vestors bonds not usable as col¬
lateral for loans at commercial
banks. To float a bond issue large-,
enough to accomplish the end/
sought would, of course, necessi¬
tate making the terms attractive
to individuals, insurance compa- .

nies, and savings banks.
As the Government liquidated

its indebtedness to the commercial
banks, their reserve requirements
should be tightened up sufficient¬
ly to prevent them from substi¬
tuting private securities for the
Government bonds which were

paid off.

Higher interest rates would, ov
course, be burdensome to taxpay¬
ers, but the importance of pre¬

venting the confiscation of the
savings of the thrifty is so grea-
that the action nevertheless ic

justified. Moreover, most tax¬
payers -would find their higher
taxes offset at least in part by the
protection of their investments.
After safeguarding the savings

of the thrifty by the procedure
described above, the Treasury
rought next to take advantage of
favorable opportunities to convert
the major part of the debt into
callable long-term bonds, and
thereafter proceed to Retire these
boiidk rather rapidly from the
proceeds of taxes. The debt was
incurred in a few years. It ought
not to be allowed to hang on. the
nation's back like an Old Man of
the Sea for decade after decade.
The debt ought, indeed, to be
wiped out before the next great
emergency arises.
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nize that all of these years were

associated with the most serious
business depressions of this 80-
year period. As long as there is
any chance of going from a plus,
year to a minus year in the mone-
tization of debt, it would seem ad¬
visable to be on the alert for a

possible major interruption of the
generally accepted postwar boom.

Boom and the Stock:Market
(Continued from page 2503)

phasized the fact that the war¬
time fiscal policies of the United
States Treasury were fundamen¬
tally responsible for the infla¬
tionary pressures operating in this
country.

Inflationary Fiscal Policies

, Mr. Eccles was getting down to
basic causes when he pointed out
that "so long as the public debt
continues to be monetized through
the purchase of Government se¬
curities by the banking system,
the supply of money will con¬
tinue to increase, thus tending
further to reduce the interest rate
on savings and investment funds.
. This process needs to be
stopped not only by bringing
about a balanced budget, but also
through measures to check fur¬
ther unnecessary expansion of

commercial bank holdings of Gov¬
ernment securities." He was thus
the first person in the Washing¬
ton Administration to state blunt¬

ly that we were threatened with
inflation because "far too much of
the cost of the war was financed

through the creation of commer¬
cial bank credit and not enough
was financed out of taxes and the

savings of the public." This put
the Truman Administration and
the Treasury Department on pub¬
lic notice that something had to
be done to reverse the inflation¬

ary trends growing out of previ¬
ous fiscal policies.
The following table shows the

extent to which the fiscal policies
of the U. S. Treasury utilized the
Federal Reserve Banks and the
commercial banks of the nation
in financing the war effort:

Year

Ending
December19411942194319441945 Increase

in Federal

Gross Debt

13.0

50.2

57.7

64.7

47.5

233.1

(In Billions)
Increase

U. S. Secur. Fed.
Reserve Banks

0.1

3.9

5.3

7.3

5.4

Increase Total Increase

U. S. Secur. U. S. Secur.
Commer. Banks in Banks

4.0 4.1
19.7 23.6

18.7 24.0

17.4 24.7

*14.2 19.6

Total

'Estimated.

From the above exhibit it is
not difficult to isolate the fig¬
ures Mr. Eccles had in mind in
Ills above-mentioned statement.
The increase in the gross debt of
the Federal Government from the
end of 1940 to the end of 1945
amounted to $233 billions. Dur¬
ing these five years the Treasury
borrowed $96 billions from the
banking system. This f$iounted
to 41% of the increase in gross
debt during the war years.

Our Personal Liquid Assets Came
From the Banks

In this connection it is interest¬

ing that the Federal Reserve
Board estimates that in the five

years from the end of 1940 to the
end of 1945, personal holdings of
liquid assets—bank deposits, cur¬
rency and Government securities
—increased by $97 billions. Over
this;-; same: period of time the
United States Treasury, acting for
all the people, borrowed $96 bil¬
lions,! from the banking system.
As citizens, responsible for the
solvency of our Treasury, we owe
the banking system for our in¬
creased borrowing during these
five years all but one billion dol¬
lars of the estimated increase in
our personal liquid assets during
this period. However, there is no
need to worry about this debt, be¬
cause, from a practical view¬
point, what we all owe to the
banks, nobody owes.

This whole situation provides
an excellent example of how
modern financial techniques en¬
able us collectively to become
poorer and poorer while individ¬
ually we become richer and rich¬
er. In addition to the $97 billions
increase in personal liquid assets
the Reserve Board estimates there
was an increase of $58 billions, in
business holdings of liquid assets.
Of the total increase of $155 bil¬
lions, holdings of U. S. Govern¬
ment securities amounted to $77
billions which means that per¬
sonal and business holdings of
currency, demand deposits and
time deoosits increased $78 bil¬
lions. This amount is only slight¬
ly in excess of the total liquid as-

that were created by the
commercial banks lending $74
billions to the U. S. Treasury
during these five years.
If individuals, partnerships and

corporations had created $78 bil¬
lions of: bouid assets hv hovr>pw-
ing $74 billions from the commer¬

cial banks their net increase in
liquid assets would be only $4
billions. The beaut'* our latest

technique in using the credit of
the U. S. Treasury t? crcute liquid
assets out of bank leans is that

22.0 74.0 96.0

individuals, partnerships and cor¬

porations on net balance have
not had to expand their bank
loans, while the fiscal policies of
the Government have greatly ex¬

panded personal and business
liquid assets, the effect of which
has been to exert a downward

pressure on the money market so
that the Treasury could borrow
more and more at lower and low¬

er interest rates.

It is this pleasant, easy way of
financing our economic activities
that has been threatened during
the past few months. Between
Jan. 2 and Anril 3, total U. S.
Government securities held by
the 12 Federal Reserve Banks de¬

clined $2,122,000,000. From Feb.
6 and April 3, investment hold¬
ings of the reporting member
banks showed a drop of $3,113,-
000,000.

Sensational Decline in Bank
Investments

In comparison with previous
experience the decline in two
months of more than three billion

dollars in the investment holdings
of the reporting member banks
may with justification be de¬
scribed as sensational. The pre¬
vious record was established by
these banks between July, 1936,
and October, 1937, when, over a

period of 16 months, their invest¬
ment holdings registered a de¬
cline amounting to $2,200,000,000.
This liquidation was the finan¬

cial background of the 1937-38
bear market and business depres¬
sion. However, despite the tact
that the three major credit crises
of the previous 20 years had been
foreshadowed well in advance by
a decline in bank investments,
there was no attempt, either be¬
fore or after the financial and in¬
dustrial collapse of 1937, to asso¬
ciate the record-breaking decline
in reporting member bank invest¬
ments with the economic develop¬
ments of that year.
In testifying before Congres¬

sional committees in December,
1937, and January, 1938, Mr.
Eccles failed to mention the trend
of bank investments as a contrib¬

uting factor to the business de¬
pression. He expressed the opin¬
ion that a billion dollars of in*
creased Government spending
might act as a necessary stimulus
to stop the decline in industrial
activity. Apparently,, however,,
a two billion drop in Government
securities held by banks, which
holdings had made previous Gov¬
ernment r spending possible# did
not impress • him «■ as anything
worth mentioning to Congress;
In comparison with bank credit

developments at various times
prior to 1937, the situation in the
latter yean was so different that
there was ample excuse for as¬

suming that a decline in bank in¬
vestments could not be followed

by the sequence of events associ¬
ated with previous major defla¬
tions, despite the fact that the eco¬
nomic crises of 1907, 1920-21 and
1929-32 were all preceded by a
reversal of the rising trend in
bank investments well in advance
of a major downturn in the stock
market and general business ac¬

tivity.

Past Panics Correlated With Bank
Investment Declines

The panic of 1907 was foreshad¬
owed by the failure of the invest¬
ment account of national banks to
show any net expansion in the 19
months between May, 1905, and
January, 1907. The decline be¬
tween these two dates was only
$10,000,000, an insignificant
amount on the basis of current

standards. Its importance can be
fully understood only when it is
related to the steady increase in
security holdings which had been
in progress for many years. Dur¬
ing the 19 months preceding May,
1905, the national banks had in¬
creased their investments by
$154,000,000, or 30%. For proper
perspective on developments be¬
tween the spring of 1905 and the
beginning of 1907 it is essential to
emphasize the fact that for a year

and one-half the banks found it

impossible to increase their in¬
vestments while loans and dis¬
counts were increasing $564,000,-
000, an amount which represented
more than 80% of their total in¬

vestment. account.

In connection with the money

panic of 1907 the sequence of
events was a peak in bank invest¬
ments in May, 1905, an absolute
average high in the stock market
in January, 1906, with a close ap¬

proximation of the January highs
during the autumn, and a high
level of industrial prosperity that
was well maintained through the
summer of 1907.

From 1914 to 1919 the banks

showed large annual increases in
both loans and investments. With
the help of the new Federal Re¬
serve System, however, they
were able to avoid anything ap¬

proximating a serious credit sit¬
uation. But during 1919 there de¬
veloped a diversity in the trend
of loans and investments. The in¬

vestment account of the reporting
member banks reached a high in
May at $4,900,000,000, from which
level a decline started and con¬

tinued until July, 1921. This de¬
cline resulted in a reduction of

$1,700,000,000, the investment ac¬
count at the low of 1921 amount¬

ing only to $3,200,000,000. Be¬
tween May, 1919, and October.
1920, however, the volume of
loans outstanding increased from
$10 billions to $13.9 billions while
the investment account declined
$1.6 billion.

The sequence of economic de¬
velopments following World War
I was a peak in the investment
account in May, 1919, followed by
a stock market high in November.
1919, with the highest levels ol
industrial activity deferred until
the first quarter of 1920.

reasonable to regard it as at all
comparable to the previous peri¬
ods of liquidation in bank port¬
folios. In view of continued ex-*

cess reserves and a 1% short term

money rate it was virtually im¬
possible to believe that the de¬
cline in investments really indi¬
cated an adverse turn in the
credit situation, to be followed in
due course by a major decline in
the stock market and in general
business activity.
As we eventually discovered,

however, that is exactly the way

things worked out. As a result
of the 1937 lesson it would seem

to be advisable not to dismiss too

lightly the reversal of an eight-
year trend that in the past four
years produced an annual average
increase of $23 billions in the
holdings of U. S. Treasury securi¬
ties by the Federal Reserve Sys¬
tem and all the commercial banks
with the latter group supplying z

yearly average of $17.5 billions.
The chief reason for arguing

that the approximate $5 billions
total decline shown by the Re¬
serve System and the reporting
member banks so far this yeai
has relatively little significance
is that it reflects no economic

compulsion but merely a decisioi
by the Administration to reduce
surplus Treasury funds resulting
from borrowing in excess of re-

quuements in the Victory Lear
drive late last year. Right at thh
time this argument is sound. Ar
important point to keep in mind
however, is the possibility o
drastic changes that may occm

during the interval between the
reversal of the bank investment

trend and the subsequent peaks ir
the stock market and general
business activity as revealed jr.
the summary of previous experi¬
ence.

Past Effects on the Stock Market

In 1905-07 the stock market ad¬
vanced lor eight months after the
peak of bank investments bac
been established: in 1919 the sub¬

sequent advance lasted for six
months; in 1928-29 for 15 months

and in 1936-37 for eight months
If a lag in the present situation i<
assumed comparable to that ol
1928-29, the market could con¬

tinue to advanc^ for more than a
year. While this advance wa.c

going on in the market, industria
production would presumably be
supplying some of the well-publi¬
cized deferred demand for nu¬

merous items.

More important, however, is the
probability that over this period
of a year or so there will be some

net contraction in the loans and

investments of commercial hanks
The uncertainty in connection
with such a development is what
it might do to effective purchas¬
ing power. During the oast four
years the total economic activities
of the nation became geared tc
an annual average of $17.5 billion
purchasing power painlessly cre¬
ated by the commercial banks.
Previously created purchasing
power has a momentum that car¬
ries on for a time. However, the
experience of the past indicate:
the probability of economic diffi¬
culties if we cut the production
of bank credit purchasing power

drastically below any rate to
which we have become habitu¬
ated.

In the present situation the
most important question that
must be given a practical answer
within a year or so is what will
be the result of a financial re¬

conversion program that attempt!
rather abruptly to stop monetiz¬
ing the public debt through the
purchase of Government securi¬
ties by the banking system. Since
1933 there has been only one year
that we failed to monetize some

public debt. That year, of course,
was 1937. Since tfa* Civil War
the only years in wh>'• we failed
to. monetize some. *v-Wr» or pri¬
vate debt were 1876, 1877, 1878,
1884, 1885, 1893, 18°" ""21. 1930,
1931, 1932, 1933 am It re¬
quires only an eler.e krtowl-

The 1928-1929 Experience

The next major decline in bank
investments reflecting a tighten¬
ing credit situation was in 1928-
29. Between June, 1928, and Oc¬
tober, 1929, the reporting member
banks showed a decline of $775,-'
000,000 in their investment hold¬
ings and an increase of $1,800,-
000,000 in loans. The approach¬
ing collapse of the great New Era
boom in the stock market was

thus indicated by a peak in bank
investments in June, 1928, fol¬
lowed by a high in industrial ac¬
tivity in June, 1929, and the top
of the market during early Sep¬
tember;
*'

When the decline in bank* in¬

vestments developed during the
second half of 1936 if did not seem I edge of business hist' rj to recog-

Small: Business Loans
Under RFC Program
More small business loans were

made by bdnks during the first
three months of 1946 under the
new RFC Blanket Participation
Agreement Program than in the
preceding nine months of 1945,
me Reconstruction Finance Cor¬
poration announced on April 26.
During the first quarter of 1946,

said the RFC, 1,294 loans, aggre¬
gating $Pi4.2uO,UuO, were made
under the BPA Plan. During the
last nine months of 1945, 1,204
loans, aggregating $58,800,000,
were made under the Plan. The
advices from the RFC continued:

"The Program was put in opera¬

tion in April, 1945, when 15 BPA
loans, totaling $1,200,000, were au¬

thorized, and each successive
month, with the single exception
of last December, has shown an

increase over the preceding month
in both dollar amount and number
of loans.

"The BPA Plan was established

by RFC after the Corporation had
made a nationwide survey through
its 31 Loan Agencies of banking
and business suggestions as to
how RFC could most effectively
utilize its lending powers and fa¬
cilities in helping to assure an

adequate supply of credit for the
use of private industry and finance
in developing postwar industrial
expansion, particularly through
the establishment of many new

business enterprises ancj the ex¬

pansion of existing enterprises.
"Under the Plan, banks may

make loans to business concerns

with a practically automatic guar-
antw by RFC up to 75% of each
loan made under the Agreement.
The bank advances the credit and
handles the loan itself. RFC simply
commits itself, subject to the pro¬
visions of the Agreement, to take
over part of the loan if the bank
so desires, upon ten days' notice;
thus, in effect, insuring liquidity
for the portion of the loan covered
by the Agreement in case the bor¬
rower slows down in his repay¬

ments.

"The smallest BPA business
loan to date was for $240, made to
a chicken fattener in Mississippi,
and the amounts range up to
$350,000, the maximum that may
be loaned under the Plan to any

one borrower. Eighty-eight per
cent of the loans have been in
amounts of $100,000 or less, and
one-third of this $lC0,000-pr-less
classification have been for $10,-
000 or less. The average loan is
$45,600.
"More than half, 52.4%, of the

banks taking part in the BPA
Program are located in towns and
cities of less than 10,000 popula¬
tion. On the other hand, 94 banks
in cities of over a million popula¬
tion have been approved under
the Plan and more than 100 banks,
each having deposits in excess of
$100,00,0000, have likewise, upon
their request, been approved.

With B. C. Ziegler & Co.
(.Special to The Financial Chronicle)

WEST BEND, WIS.—James ML
Huck and Gerhard. Spielman are

with B. C. Ziegler & Co., 215
North Main Street. In the past
Mr. Huck was with Hulburd, War¬
ren & Chandler. Mr. Spielman has
been in the U. S. Navy,

■

H3Hmrnrn

Frank. Knight m Pitisfeuiga
PITTSBURGH, FA.— Franklyn.

Knight, Jr., will conduct a securi¬
ties business from offices in the
Union Trust Building.
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Fiscal and Housing Policies Affecting Banking
1 (Continued from page 2509)
the cooperation of the banks. This
point looks to the shift from short
term securities held by banks to
investment by non-bank investors
in long-term Government securi¬
ties.
A short time ago, the banks of

the nation were presented by
Secretary of the Treasury Vinson
With a certificate as a token of
appreciation for the services ren¬

dered by the banks in the sale of
War bonds during the war years.
The necessity for that cooperation
is not ended. It is important that
We continue our efforts in the sale
©f savings bonds in the future.
The continued sale of E, F and G
bonds will secure a more desira¬
ble distribution of long-term Gov¬
ernment securities. It will absorb
excess purchasing power in the
bands of the public and thereby
prove beneficial to the Govern¬
ment, to the banking system, and
to the nation as a whole.

Second, the Executive Council
feet forth its approval of the
Treasury' policy of using its war
loan balances in the banks to re¬

pay Government debt. It was

recognized that this policy will
have the effect of reducing the
earning assets of the banks and
in many cases, reducing their de¬
posits. This will also require each
hank to reexamine its Govern¬
ment portfolio to make certain
that it has sufficient liquidity to
meet the Treasury calls on its war
loan account, and possible deposit
Shifts. It is recognized further,
that drawing down the balances
of the war loan account, in fact,
represents a return of the funds
previously borrowed by the
Treasury. The most effective
anti-inflationary budget policy
Would be one in which substantial

budget surpluses were achieved,
through reducing Federal expen¬
ditures, and adopting appropriate
tax policies.
The third point in the program

is to have the Treasury issue re¬

funding bonds of long-term ma¬
turity. This would enable the

Treasury to reduce the size of its
floating or short-term debt and at
the same time make use of the
accumulated funds of institution¬
al investors such as insurance

Companies and corporations.
The fourth proposal suggests

Steps., to be taken to reduce the
Speculation in Government secur¬
ities. Two points were suggested.
One, that the preferential dis¬
count rate of Vz% be discontin¬
ued. This suggestion, which the
American Bankers Association
has advocated from the time its
Use became no longer necessary
as a wartime measure, has already
been adopted by several of the
Federal Reserve Banks. The sec¬

ond point, in this connection, pro¬
posed that banks carefully review
their loans on Government se¬

curities with a view to fulfilling
their commitments to the Treas¬

ury to limit the length of these
loans to a six months period. It
is important to curtail speculation
In Government securities and by
that action provide stability in the
Government bond market, and to
Stop a continuous decline in inter¬
est rates. Unduly low interest
rates constitute a definite infla¬

tionary pressure.
It should be emphasized that

this anti-inflationary program
ideals with monetary and Treas¬
ury financing policies. It is not
intended to be a statement o&iai

complete
gram
much broader and contain addie
tional major proposals. !■;/{

. Housing Program
y The most widely publicized
Government activity at the mo¬
ment relates to housing facilities.
It appears that every area in the
nation finds that it is inadequately
equipped with shelter units. The
housing shortage was aggravated

the war. The solution of thisprob- June, 1940 amounted to approxi-
lem is of vital importance to the
banking system, in view of the
fact that an extensive building
program would result in the crea¬
tion of a large volume of mort¬
gage financing.
There are two bills pending in

Congress at the present time,
which are being discussed far and
wide. The first is the Patman
bill, which incorporates the
Wyatt Emergency Housing Pro¬
gram. The Wyatt program has as
its goal the building of 2,700,000
homes in the next two years. It
provides for a $600,000,000 sub¬
sidy payment to increase the out¬
put of building materials. It ad¬
vocates a price ceiling on existing
homes. The Patman bill also pro¬

vides certain adjustments in FHA
insurance operations. Specifically,
that provision is similar to Title
VI of the National Housing Act,
as amended in 1941 and 1942.

You well recall that these
amendments provided for mort¬
gage insurance on low cost homes
for an amount up to 90% of the
appraised value of the property.
Now, under this bill, such mort¬
gage insurance is to be based on
necessary current cost of con¬
struction, rather than on long-
term economic value.

Huge New Mortgage Financing
It has been estimated that if the

Wyatt program as incorporated in
the Patman bill is adopted, it may
result in an increased volume of

mortgage financing of some 13 to
16 billion dollars.

The Patman bill passed by the
House eliminated the subsidy pro¬
vision and the price ceiling. These
two items were both restored by
the Senate. The conference com¬

mittee of the two Houses of Con¬

gress is still deadlocked over the
provisions of this bill.
The second bill now pending

is the Wagner-Ellender-Taft bill,
referred to by many as the W-E-T
bill. This bill has been approved
by the Senate as the General
Housing Act of 1946 and is in¬
tended to be a long range housing
program.

It provides for the creation of a
permanent housing agency, which
will constitute another permanent
Government bureau. It increases
FHA insurance up to 95% of the
appraised value of the premises
involved, with amortization ex¬
tended to 32 years. It is to be
noted that even this bill with its

many weaknesses dees abandori
the provision for loans based on

necessary current costs, and re¬
verts to the principle of loans
based on appraised value. It pro¬
vides for the development of rural
housing through low interest,
long-term loans, to be made by
the Department of Agriculture.
It establishes an FHA insurance

system to encourage l4fe insur¬
ance companies and savings banks
to invest funds in large-scale
housing projects with guaranteed
annual returns, ranging from 314
to 4% on a 5Q-year basis. It con¬
tains a program of land assembly,
slum clearance, public housing,
and urban redevelopment.*

Impending Mortgage Debt
Structure Dangerous

I should like to, devote myself
to some of the featiires of these
two housing' billsvWhich relate to
qrbdit ■ - policy*! saftd U theirseffects
Upon ;the;ifSizer(qf}jqurt,i3?noi]tgage

lete anti-inflationary prd4,ffdebt structure- ,,,/The, National
. Such a program would bei-Housing Act, under fWhich the
i broader and contain addiftJlFHA "operates? Ws ' erlacted in

June, 1934^ >Jt"came' info being at
a time when the price level had
been deflated, incomes were low,
housing construction was stagnant
and little mortgage money was
available. It is generally recog¬
nized that the FHA program dur¬
ing the 30s proved highly bene¬
ficial to all parties in interest. The
volume of mortgages which were

mately 3 billion dollars.
At the present time, the condi¬

tions prevailing are almost ex¬

actly the reverse of those which
existed when the FHA program
was originally instituted. Incomes
are high. The commodity price
level has increased in excess of
40% and costs of construction
have increased by nearly 100%
over 1934. The interest cost of
home mortgage credit is 16% less
now than it was 15 years ago,
with ample funds available for
that character of credit. '

The question can properly be
asked, is it wise to expand at this
time, the credit provisions of the
FHA program, by providing for
first,, a higher ratio of loan to
value, and second, a longer amor¬
tization period?
All of us are, I am sure, in ac¬

cord with a program to provide
needed housing facilities for the
people of this nation. However,
in seeking to solve the present
emergency, we should avoid pol¬
icies which will bequeath to us a

heritage of a chronic long-range
housing problem. Instead, of lib¬
eralizing further the very gener¬
ous credit terms now available in
home financing, which would in¬
crease an already swollen demand
fo rhouses, a greater contribution
toward the sound solution of our

housing problem would probably
be made by a careful survey to
determine:

1. How many units of the dif¬
ferent types of dwellings do we

reasonably need?
2. How much material is, and

will be available within a reason¬

able time?
3. Is it the shortage of mate¬

rials, or is it the curtailment of
production due to restrictive prac¬
tices by labor and producers of
building materials, that is the
basic cause of high costs and de¬
layed construction?
Senator Taft, in speaking on the

General Housing Act of 194-3, pre¬
dicted that it would produce 1,-
250,000 homes annually during the
next ten years, at an annual in¬
vestment of from 6 to 8 billion
dollars.

suiting would approximate 80 bil?
lion dollars.

^ •:" t ,

JBy way pf'comparison, if is in-,
teresting to'note that the French1
national debt amounts to 1 tril¬
lion 700 billion francs or, 14 bil¬
lion dollars at the current legal
exchange ratio between francs
and, dollars. The probable mort¬
gage debt structure that would be
created under this housing pro¬
gram would be nearly six times
the size of the French national
debt in terms of the American
dollar. But more important than
the absolute magnitude of the
mortgage debt structure that
would be built is the status of our

economy at the time at which
this debt structure is created.
We have witnessed how the

vigorous building activity in the
20's was followed by the decline
and stagnation of the 30's. "The
mortgage debt structure during
the 1920's was increased by 20
billion dollars. I repeat, the Hous¬
ing Act of 1946 may result in 80
billion dollars in mortgage fi¬
nancing. It is important that both
the creation of an excessive debt
structure be avoided, and that we
do not produce an excess in hous¬
ing units that in itself will depress
the value of all existing housing
facilities. A balance in supply and
demand of housing is essential to
the welfare of both the owner and
the mortgagee.
In view of this consideration, it

might be well for Congress to re¬

appraise the existing liberal pro¬
visions of the FHA law and its
amendments as it relates to ratio
of loan to value and to the length
of the amortization period, with
a view of preventing excesses that
will return the tearful days of the
early 1930's.
A sound housing program can

probably be developed if it is
within the limitations of sound

principles, such as:

First, soundness in individual
planning and construction.
Second, soundness in community

planning.
Third, soundness in financing,

and

Fourth, the avoidance of exces¬
sive building at high costs of la¬
bor and material.

The productive capacity of the
American economy is tremen-

The mortgage debt structure re- dously great. In our concern with

present emergencies, it is of vital
importance that we keep our per¬
spective on our long-range pro¬
grams ? and potentialities. We
should attempt to avoid a lack of
balance in all phases of the eco- .

nomic system, to the end, that the
sound functioning of our economy
will promote the common inter¬
ests .of the American people. I
haye great faith in the future of
America. - •
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Bendix, Luiiweiler to
Admit Eric Goldsmith
Bendix, Luitweiler & Co., 52

Wall Street, New York City,
members of the New York Stock
Exchange, will admit Eric M.
Goldsmith to partnership as~of
May 16. Mr. Goldsmith has been
with the firm for some time and
in the past was manager of the
firm's branch in Amsterdam, Hol¬
land. ■ ,

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

has announced the following firm
changes:
L. Martin Richmond,' member of

the Exchange, and Wilfred J.
Durning, general partners in
Moore & Schley, New. York City,
became limited partners effective
May 1st. Harry M. Durning,
limited partner* became a general
partner on the same date.
Carroll Coleman retired from

partnership in Pelafield & Dela-

field, New York City, on April
30th.

Whipple Van Ness Jones with¬
drew from partnership in Hill i

Brothers, St. Louis, Mo., on April
30th. . , / , ||' 5H
James A. Cummins of. David A.

Noyes & Co., Chicago, 111., died
on April 26th. - '
On May 16th, the Exchange will

consider transfer of the Exchange

membership of the late Edward
W. Clark to Sydney P. Clark who f
will continue as a partner of E. W.
Clark & Co.

by 'curtailments which; were dm- insured:" under Title II by the^ _

posed ^;y-the4Goyernm^
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This advertisement is not, and is under no circumstances to be construed as, an offering of these
securities for sale, or as an offer to buy, or as a solicitation of an offer to buy, any

of such securities. The offering is made only by the Prospectus.

NEW ISSUE

125,000 Shares

Samson United Corporation
55 Cents Cumulative Convertible Preferred Stock

$8 par value)

Price $10 Per Share
flat to date of delivery to the Underwriters;

plus accrued dividends thereafter

Copies of the Prospectus may be obtained in any Stale only from such dealers partici♦
pat'tng in this issue as may legally offer this slock under the securities laws of such State.
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What Lies Ahead in Ihe Home Building Field?

/•f.-hV,.-'

., (Con.inued from page 2513)
r

\; not suitable for permanent
construction,

p 2. Wnere materials suitable for
permanent construction are re-

v quired in the temporary hous-
ing program, the use of such
materials shall be reduced to
a minimum.

13. Materials needed for temporary
housing shall be obtained so
far as possible, from Govern-

c ment surplus stocks, rather
tnan purchased in the open

i-jf$-i market.
A good example of the effect of

this policy is lumber. We estimate
'

that lumber requirements, includ-
, ing running millwork, will total
i some 262 million board feet,
$ which works out to a very mod¬
est .amount per veteran's family

J housed. To the extent that we
have claimed surplus lumber,
I which we are promptly moving
| into production of housing for
^Veterans, we have avoided going
v into the market for supplies.

In lumber, as with other mate¬
rials required, we are doing our
utmost to utilize materials unsuit¬

able for private housing construc¬
tion.. Bather than dip into the
small stocks of seasoned lumber

available, we are making maxi¬
mum use of grades that are below
standard for permanent building.
Another item in the 1946 pro¬

gram is 50,000 additional dwell¬
ings by privately financed con¬
version of older* larger dwellings
into modern, attractive, smaller
apartments for veterans. Priority
assistance has' been made avail¬
able and FHA has increased the
• amount and term of loans which
t it will insure for this purpose.

The 1946 program also provides
for the start of 700,000 homes to

-•be constructed on the site, or so-
called "conventional" construc¬

tion Preliminary reports indicate
probable starts for the first quar¬
ter of 1946 were 150,000 dwelling
ihnits. This comparesWith around
j 30,000 starts in the first quarter of
1945 or an increase of 400% in
the number of starts for the first
quarter of this year. But we are
not after starts, we are after com¬
pletions. .•

Finally, the 1946 program con¬

templates the start of 250,000
homes to be factory fabricated or
"of which major sections will be

v factory built. Applications have
been approved for priority assist¬
ance for the second quarter for

w

76,0y0 homes. The applications
cemonstrate a substantial exist¬
ing capacity in this field which
» will be augmented by new plants
now In prospect.
Our plans for 1947 involve 1,-

500,uo0 starts of which 900,000 are
conventional and 600,000 are to be
prefabricated. What are the tools
to w used in achieving this rec¬
ord breakhig number of starts?
F.rst, the Civilian Production

jAdm-nistration has issued Veter-
Hs': Housing Program Order No.
,1. which forbids the start of all
new construction other than the
Veterans' Housing Program un¬
less exempted from the terms of

! jtbe order or specifically author¬
ized under it. The Order will con¬
stitute a brake on non-residential.
construction by postponing non¬

essential and deferrable construc¬
tion,- whether publicly or pri¬
vately financed. The tests applied
hie, (1) whether and how much

jthe proposed construction would
Interfere with the Veterans*
Emergency Housing Program, (2)
the essentiality of the proposed
Work in relation to the Veterans'
Emergency Housing Program, (3)
essentiality of the proposed work
in the elimination of a bottleneck
to the reconversion of the na¬
tional economy from a war time
to a peace time basis, (4) essen¬

tiality of the proposed work to the
public health and safety of the
community and (5) to eliminate
an unusual and extreme hardship.
The Order does not stop construc¬

tion which had been started on

March 26, 1946, of which there
vvas a large volume; it excepts
from its operation many types of
construction such as roads, streets,
railway tracks, bridges, tunnels,
subways, pipe lines, transmission
lines, mines, dams and canals. The
Order contemplates the approval
of a substantial amount of essen¬
tial, non-deferrable construction.
The principal effect will be to
make the increased volume of

building materials available prin¬
cipally for housing.
The emergency program as ex¬

plained later calls for premium
payments to stimulate a great ac¬
celeration in production of build¬
ing materials, but even with a

great increase in. materials the
houses cannot be built without
this curb on non-essential con¬

struction.

While the bulk of the increased
production of building materials
will be needed to meet the veter¬
ans emergency housing needs,
some of this increase will also go
into essential non-residential con¬
struction. Actually, therefore, the
effect of the program will be to
stimulate a larger volume of non-
housing construction, even with
the limitation order. The limita¬
tion order, in other words, merely
channels the materials available
for non-housing use into essential
rather than non-essential build¬
ing. The total volume of non¬

residential construction, as the re¬
sult of the increase in materials,
will be far above the 1945 figure
and also higher than the previous
estimates for non-residential

building for the two-year period
ending in 1947.

- Second, I wish to mention a se¬
ries of price increases by the
Office of Price Administration.
Since V-E Day there have been
91 general actions with reference
to building materials of which 41
have been increases granted dur¬
ing 1946. Increases since the Vet¬
erans Emergency Housing Pro¬
gram was announced include a

12% boost for warm air furnaces;
a $4.60 increase per thousand
board feet for western pine lum¬
ber; a 20% increase in cast iron
radiation; a 14% increase in low
pressure steel boilers; a 10-20%
increase in Appalachian hardwood
lumber; an 11% increase in Doug¬
las fir open window isash; a 28%
increase in Douglas fir doors and
a 20% increase in plywood .

Price adjustments of general
character are still necessary in
some instances and they should be
granted where warranted.

Third, premium payments are

necessary and desirable. It is our

conviction that the Veterans
Emergency Housing Program can¬
not be accomplished without
premium payments. There has
been sharp disagreement on this
point but there are only two main
conflicting views,
On the one side, there are those

who say that the economic incen¬
tives to increased production of
building, materials may. best be
furnished through price increases;
applied, generally to those catego¬
ries. of commodities where in¬
creased- production is urgent. In
the; yery?nature ©f such a price
increase; U wpuld need to be
made applicable to all units of the
types of commodities involved,
and not solely to the units above
current production which involve
higher per-unit costs.
On the other hand, there are

those who say that the economic
incentives to increased production
of building materials may be.ob¬
tained most ; surely and niost
safely through the use of premium
payments. Let it be stated, once
and for .all, .that, those who believe
in premium payments do not deny
that price and wage adjustments
of a general character are neces¬

sary in some instances—and they
should be our first resort in any
such instances on a basis of care¬
ful selection. But those who be¬

lieve in premium payments do
feel that premium payments offer
the best method for stimulating
producers through covering selec¬
tively and where necessary the
higher costs of additional units of
desired production, without at the
same time—as would be the case

with price increases—paying more
for the units of current produc¬
tion even though no additional
cost is involved.

After the Armistice in 1918,
there was a brief spurt in house
production. But with the advent
of early 1920, house production
started steadily and " steeply
downward, simultaneously with
the continuing increase of prices
toward a tremendous peak, There
can be no doubt that despite an
enormous need for housing, pro¬
duction was choked off by the ex¬

traordinarily high prices. Then it
is to be noted that, beginning in
early 1921 and continuing until
early 1923, the production of
houses started to climb steadily
and sharply upward in almost
precise correlation with the sharp
and steady downward trend in
prices. The lesson is plain: inor¬
dinate price increases, even if
they entice the producer immedi¬
ately, leave him soon without thef
buyers to take the, product off his
hands.

•

The premium payment Is'the
only method, short of more costly
and less certaih general price in¬
creases which break through the
price ceiling, that can bring into
the field relatively high cost but
nonetheless needed marginal,pro¬
duce r s. Correspondingly^ 'Ijf
course, premium payments .gener¬
ally are the one waj^fepa^Thel
current producer foi^ffte hjgbgr
per unit cost of increased produc¬
tion—again without"
through the price ce|
Fourth, the prop

ment of Title VI o

Housing Act will a

stantially in providi
lower costs and iiiw
large scale multiple
housing projects. It wilLalso^hei
with land * '"* —-
allzed terms of t
make it possible f
produce in volu

priced homes in pijjihe^ijje4^fe;
borhoods just as sc&n as
creased flow of
able. As an indu
lower cost housr

housing, the expaj
aids of Title VI oi

Housing Act, if
gress, will be
rental housing and'ioJLSate&Jious.
ing below the "dividing line" an¬
nounced in the redent
order." tftf -

Fifth, the so-caliecy^feanneling
order" which was ^announced last
week is the firstf-step t.
channeling building material
moderate and lovy cost housing
under the Veterans

Housing Program. The'towA-
effect of the new order;
increase by 50% the homes built
under $6,500 in the next quarter.
The order takes into account f|$_
ferentiation in construction costs
in different geographical regions
as well as differences between

metropolitan and rural areas. The
"dividing line" in any particular
city or area is the highest ap¬
proved maximum sales price in
the lowest third of applications
approved in the first quarter of
tnis year. A rental "dividing line"
is similarly established. A mini¬
mum of 25% of the housing re¬

quired for the area as a part of
the national program must be for
rental. The order was issued after
consultation with a Committee of
the National Association of Home
Builders and has been described

by its Prseident as a reasonable
and workable order.
- There are other problems and
other tools which must be used.
Rapid amortization for tax pur¬
poses of new plants will encour¬
age the construction of new fa¬

cilities for, the production -of
building materials. We propose to
ask for such-legislation. At the
present time, one of the principal
problems is getting raw materials
to the'producers of building ma¬
terials. This may require the al¬
location of materials for these

purposes. The basic legislation
which has been requested of Con¬
gress should be forthcoming in
the near future at which time the
exercise of the powers requested
will begin. In addition, we hope
the legislation will provide for
guaranteed markets for new type
materials and for prefabricated
homes. -

As soon as the production of
materials is^ increased- substan¬

tially, construction labor will con¬
stitute the next big problem. Co¬
operation has been given us by
the Department of Labor through
the United States Employment
Service in helping recruit and
train the expanded labor force for
raising building materials produc¬
tion and which we shall need to
build homes once material pro-

"

Inchon is fully underway. It is:
estimated that our present labor
force in the home building indus-
tty^both on-site and off-site—
will have to be tripled by mid-
1947 if we are to meet our ex¬

pected demands. Our goods for
1946 will require about one mil¬
lion workers on the site and about
another million off the site. Non¬

residential construction will re-'

quire almost the" same numbers
on and off the site. The Appren¬
tice Training Service, with the co¬

operation of labb'r and manage¬
ment is making strides in expand¬
ing ^apprenticeship for the build¬
ing trades. Sh^KSV-J. Day it is
estimated some:40,000 men have;

training^o^. the construc-
^Sje^nions have co-

operated^n ^abiiBg age limits for
^...—***«.•.- -

apprenticeship;
entry more

i^^feding credit fori
^ Jg"?in^3; in the armed,

^"^Yjng periodic ex-;
Id apprentices j

raining periods.
mm? Employmentrr^^ith the main

im_ bor, has been;
n^xpanding the la-.

iThjf0c&*'iiF-awriS&iber of indus-*

^^.contributing critical con-
:&n materia^.

Although there are many things;
Government

- ^an^4^^6usMgi3ifc,primarily a job
■■■At best, the

vEederal Government. can only
'liquate flow of

matilM^ln^manpower and ren-
^^^make it pos-;

L'tDlu I'ui the ooTmmnlities to meet

mm

Mayor of each community to ap-

^ committee Which will take
a true* emergency-approach to this
problem afjdygfokh-:will .aid, the
attack on the nousing problems of
he locality. Although our na-

®§I estimates been care¬

fully prepared theYreal determi-
na&omgs to needs jpust be an ag-

€0m'*

Mu^itiBs determined. We
have urgid *each * community to
prepare and maintain up-to-the-
S^gte^sWveys bf^their housing
needs, to clear thCway of local
obstacles which might impede es¬
sential housing construction and
to meet the immediate housing
need " during the interim^ period
before full scale construction of

adequatemew housing -by ^making
a greater use of the existing hous¬
ing supply. ; ; 2 f
2^^&y6fcs^ Emergericy5J;Housing
ICoramittge? ban''encourage mod¬
ernization of rlocar building codes
to perfpit vi 'ftzyri types of
construction matei^ts^developed
as a resulted tetdmola^icalpro«r
ress, by assisting in the recruit¬
ment and training of labor, by
breaking* local bottlenecks in
building materials, by speeding
up issuances of building permits
and inspection of homes, by fight¬
ing black market activity in
building materials and in rental
ceilings. The Committee should
also see that nevr areas are pro¬

vided 4 for home construction
where required. A sufficient num¬
ber of lots with sewer, water and
other facilities must be ready for
immediate use as manpower and
construction materials become
available.
The existing housing supply can

be used more intensively by de¬
veloping a temporary home-shar¬
ing program for veterans and by
encouraging conversions to pro,-
vide additional dwelling units.
Centralized information centers
should be established to refer vet¬
erans to available housing and
the committee should undertake
to see that first preference is
given to veterans on existing
housing offered for rent or for
sale.

What, then, lies ahead for the
building industry? If Congress
sees fit to drop price controls on

building materials, it is likely
that we will follow the 1919-1921
pattern. In 1919, residential con¬
struction awards increased 600%
from January to .midyear and
then began to decline. Construc¬
tion awards for non-residential!

building continued to increase all
during the year. The competition
for available building materials
and labor created serious shortr
ages although prices asked late in
1920 were higher than the build¬
ing industry had ever known
them to be. 'Builders were unable
to obtain materials in any quan¬

tity desired. Wholesale building
material prices rose 72% from
April 1919 to April 1920. Wholes-
sale lumber prices rose more than
125% during this period. Pur¬
chasers began to rebel. Construct
tion fell off in both residential
and non-residential categories;.
Plans for the construction of new

building were cancelled because
of- costs. The construction boom
lasted just about a year. Total
contracts awarded turned down in
February 1920. following, residenr
tial construction which had begun
to slide down in August of 191$.
The value of total construction
contracts- awarded dropped by
mor<* than half from January 1920
to February 1921. Residential
building dropped - 67% .• from its
peak in July 1919 to - December
1920. Notwithstanding the demand
which continued, the up turn in
prices had checked the purchase
of homes bv many families and the
resulting decrease in construction
had contributed to a general sharp
drop in business, employment and
earnings.

^ ,

If price control continues with
proper adjustments for increase^:
in the costs of material and labor
there should be a constant

^ inr
crease in the flow of materials,
with construction of new build¬
ing materials plants and in the
production of modern machinery
for the production of such mate¬
rials. As these materials appear
on the market there will be ant

increasing number of comple-r
tions. We not only will see an in¬
creasing number of homes con¬
structed conventionally on the
site, but wUl also see gn increasr
ing number of permanent houses
manufactured in factories or built
on the site from prefabricated
sections or precut lumber. W0
will . see rirtahy: Improve^^
which will greatly reduceVthq
cost of new, homes. In.addition'
WeWill^^eelaab^^bCthe increased
costs disappear; the cost due to
delays in delivery of materials,
the cost due to? increased oyer?
head,-fa increased interest duriog
construction, to bnpossiM
efficient scheduling of materials
and construction. ;We will also
see the elimination of increased
costs due to the substitution of
non-expensive materials because
less expensive, but acceptable ma¬
terials were not available. Even
with some increases in prices ^of!
building materials and some iiiT
creases in labor costs, substantial
reductions in the overall cost of
producing housing should be pos4
sible. * ' , / 4 j

In addition, just as soon as we
reach production of a substantial
number of homes per month, the
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,v«teran will have some choice be-'
tweeh • new* construction and ex¬

isting homes, and the- inflated-
prices o£ older,p.p^
poorly located homes should be¬
gin to fall rapidly..* < m. s

*

The only possible impediments
are stubbornness of management,
labor or government. ' We are

spending our energy in trying to
find the right answer and the day
we believe the demand is being
ihet and can be met without fur¬
ther controls or further govern¬
ment intervention, we will end
the controls. We do not want to
spend our time hurling invectives
at others, or singing our own
praises. We want to spend the
time tackling the huge problems
which all parts of the home build¬
ing industry have to face and giv¬
ing what assistance we can to
meet those problems. *

; - If we get back to the basic
problem, the provision of homes
for veterans, the great mass of
whom need, modestly priced
homes and apartments, we will
find an answer together. In the
final analysis, the veteran is not
interested, or too much concerned,
about how we get there or who
leads the way. He is concerned
with a good home at a reasonable
price. He thinks he is entitled to
it. He is going to complain vocif¬
erously if he doesn't set it and i*
is up to us who were protected
by him to find the answer. We
'believe we have a program which
will provide that answer and we

want your help in carrying it out.
-* Mr. Wyatt has said, "itwill take
a dynamic - program to achieve
this goal; neither business as

usual, labor as usual, building as

usual, .nor Government' as usual
will suffice." If you will keep that
motto in mind while you hold this
Clinic and make your policies
with the veterans' heeds in mind.
I am sure we will be able to lick
these problems together and both
1946 and 1947 will be among the
best years the home building in¬
dustry of America has enjoyed.

Philadelphia Securities
Association Outing

- PHILADELPHIA, PA.—Annual
outing of the members of the
Philadelphia Securities Associa¬
tion will be held Friday, May 24
at the Llanerch Country Club
Llanerch, Pa. Golf will furnish
the principal activity of the day
and there will be an ambitious
jarogram of entertainment in the
evening.
. Golf will consist of the Presi¬
dent's Cup Tournament, a Kickers
Handicap, and a Guests' Tourna¬
ment.

• G. Ellwood Williams, of the
Pennsylvania Company, is chair¬
man of the General Committee
Other committee members are

Golf—Newlin F. Davis, of Kidder
Peabody & Co.; Prizes — Dudley
Atherton. of Lazard Freres & Co.

George W. Dart, of Marvin &
C ompany; Entertainment
Llewellyn W. Fisher, of Paul &
Co., Russell H. Cranage, of Rey¬
nolds & Co.; Reservations—Harry

Heffelfinger,,' of Samuel K
Phillips & Co.; and Reception —

Theodore M. Hughes of Standard
# Poor's Corporation. ;

Joloi
Own Investment Firm
H * . •' - " -

- * (Special to The Financial Chronicle)
- "BOSTGNjMASS.—John RTay-r

> lor ia formmgJTaylor&i^
with offices at,31 Milk Street,;-of

Treasurer. In the; past he ~ .con¬
ducted business under the firm
name Of Taylor & Co*

Bryan Simpson Celebrating
• Bryah E. Simpson andhis wife
Clara are spending a week at
Salt Lake City, Utah, celebrating
their fourth wedding anniversary
(May 1). Mr. Simpson isipro*
jprietor of: BwSimpson 8c} Co
Security Building, Denver; Coldi

1945 Gas Tax Revenues
Show Rise ;•*■?. ■

Ten states collected more than

$25,000,000 each from gasoline tax
revenues in 1945 according' to
i;he North American Gasoline Tax
Conference. This was cited in a

recent report which' listed total
receipts from state gasoline taxes
during the past year as $849,600,-
000—an increase of 13% over 1944
collections, which totaled $747,-
400,000. '. ; ' .

Of the 10 states that lead the

nation Ih revenue-collections from
this source, Florida with its levy
of 7 cents a gallon had the high¬
est tax ; rate of the group. North
Carolina collected 6 cents per gal¬
lon while, five, .states—Indiana,
New York, Ohio, Pennsylvania
and Texas—imposed a tax of 4
cents per gallon. California, Illi¬
nois and Michigan collected 3
cents per gallon. , • ;

> The 10 leading states with the -

amounts collected by each from.
gasoline taxes during 1946 are^
as follows: California, $58,900,-,,?*
000; Florida, 825,500,000; \ Illi¬
nois, $37,700,000; Indiana, $25,-
900,000;> Michigan; $2940,0,006^
New York, $53,200,000; North
Carolina, $26,500,000; Ohio, $47,-
500,000; Pennsylvania, $47,600,-
000, and Texas, $58400.000

According to the North Ameri¬
can Gasoline Tax Conference,
three states increased the. rate of.
their gasoline tax „ during 1945.
Oklahoma raised its tax fromi 5%
cents per gallon to 7Vz cents and.
provided that this new rate;^the
highest in the country, remain in
effect until Dec. 31, 1946. Idahote
tax increase was from 5 to* 6 cents

per gallon and is to remain in ef¬
fect until March 1, 1947. The rate
in the third state, Iowa, was
boosted from 3 to 4 cents.

, ., „

Nationally, the peak of reive-f
nue from state gasoline taxes
was collected in 1941 when re¬

ceipts totalled more than $1,-
006,000,000. The war-time low
in collections was 1943 when
state revenue from this source

dropped to $719,200,000.
Current data now at hand for

several states, incidentally,
sharply underscore the facts cited
in the above report. The State of
Arkansas, for example, collected
$1,358,432.41 in gasoline tax reve¬
nues during April of 1946, as com¬

pared with only $884,397.43 in
the same month a year ago. For
the 10-month period ended April
30, 1946, receipts amounted to
$11,948,246.59, which compare
with $9,167,799.46 for the com¬

parable period of-1944-45. The
State's return from sales taxes
also is mounting, according to
the May 1 report of Otho A. Cook,

iCommissioner of the Revenue De¬

partment, which revealed that this
impost produced j$1,262,724.97 in
the current month of April, while
the return for the same month in
1945 was no more than $975,632.38.
For 10 months of 1945-1946 the
gross sales tax intake was $10,-
879,187.87, which compares with
$8,860,250.47 for the. same period
ili^4944^1945«tThe' grand total* of
income . reported rfor • < the - 10
;months ended April 30, 1946, was
i$39,977,158.29, - a- gain of almost
*$19,000,000 over the $30,447,105.53
for the equivalent 1944-1945 pe¬
riod: ?

A simiter,expf)^
lis revealed in the report of Edwin
Gill, Commissioner of the North
Carolina Department of Revenue,
'in consequence ( of £ ?harp. ^in¬
crease, in revenues ;frbM -gaboihn*
•sales and lricome-taxes.--

jmer yielded $3,297,013 last month,
as against no more than $2,026,586
|in April, 1945. For the 10 months
Iended April 30, 1946,4the figure
uwas $27,246,266, while in the same

only $19,712,950, Sales tax re¬

ceipts for the April months were

$3,287,807 and $1,987,733, respec¬
tively, while the income tax yields
were $3,637,725 and $2,198,092.
Total State revenues for the 10
months ended; April 30 last
reached $108,192,632, a gain of
$16,59% over the $92,794,166 col¬
lected in the same period during
1944-1945.

Municipal Bond Offering
Publicity Found Faulty
; The Municipal Finance Officers
Association has received a letter

Which; takes to task many of the
local units in the country for their
poor job of presenting prospective
oond issues to the purchasing
.fraternity. The editor of the As¬
sociation's "News Letter" reports
that this correspondent is no
novice in the field of local unit

financing, which may be gathered
from the constructive criticisms
gleaned from his contribution:

^ . prospectuses, financial
statements, issued prior to sales
have tended to be perfunctory,
fragmentary, or entirely lacking

"I should hasten to add that
almost without exception offi¬
cials have responded promptly
vto our inquiries for data, have,
hrfafit/been most co-operative.
Their willingness to be helpful
suggests " that many more of
them might take the initiative
in providing financial informa¬
tion prior to bond sales if they
knew better how to go about it
and appreciated its publicity

Raider
T\:. . . Either present officials
have never had any experience in
selling bonds, or the last issues
were back in the 1920's when lit¬
tle financial information was

jmeSed. Herd is a very typica
current illustration. The City o
X issued a call for bids March 6
for $250,000 of bonds to be sole
March 12; only through the lega"
notice of sale. Since there was

no time for investigation, I wirec
the finance officer for a copy ol:
his official financial statement and
for copies of his last three annua
financial reports, if any. He re¬
sponded promptly with an airmai
letter which I received the day oJ:
the sale. He had no preparec
financial statement and did not
enclose a copy of his annual re¬
port. Although from the informa¬
tion in his letter, I got the im¬
pression that X was a well run
small city, there was nothing tan¬
gible to use as a basis for bids
and it was too late anyway.

"Contrast this with another

city which had a large bond
issue to sell just after their war
boom had folded. They handled
it beautifully and put it over.

They started out a couple of
months before the sale, sent out
^ • birocliure about the city; a
pamphlet about postwar plans,
an economic survey by an out¬
side authority, a letter inviting
inquiries'(which they answered
?carefully),. testimonial letters
;from the heads,of local indus-
1 tries, copies of good annual re¬
ports; land, finally an: iuforxha*

^tive current financial statement.

concerned about the
apsenee bf;; .or*1'Ihadeqtiancy of;
financial statements prepared for
bond issues, hpwever, than X am
aboui the lack: of, or inadequacy
of; published annual financial re¬
ports. I/um amazed to find how
many small and medium-sited
political subdivisions (school dis¬
tricts being the worst offenders)
jpublish no annual financial re¬

ports at, aU, or merely insert a
few figures in the local news*

papei^-Good annual reports and
budget summaries really provide
Intenitetibit and permit analysis."

Who Are the Owners of 2
These Buffalo Bonds?
George W. Wanamaker, > City

Comptroller of Buffalo, N. Y.,
calls attention to the fact that the
following matured non-registered
city bonds of $1,000 each but have
not yet been presented for pay¬
ment: general improvement, Feb;'

1927 issue, Nos. 2621 to 2640,
*20 issue®?|;2'$

Type Date Numbers:
; tefunding July 1,1934 5760 tb 5762
Refunding July 1,1934 5773 to 5779

!Refunding July 1,1934 5895 to 5904
City Audi- •

torium July 1,1939
Water Sept. 15 1935

due Feb. 1, 1946, interest un¬
claimed from Aug. 1,_ 1927 to Feb.
1 last; refunding, issue of Sept. l:
1933, Nos. 3331 to 3380, due Sept.
1, 1945, with interest from March
1, 1939. • y
In the following instances, the

Comptroller reports, interest cou¬
pons have not been presented for
payment:

Interest 'Maturity
Unclaimed Date V

7- 1-39 to 1- 1-46" July 1-54
7- 1-39 to 1- 1-46 July 1-54
7r 1-39 to 1-1-46 July1-54

Refunding Oct. 15 1938
Refunding Oct. 15 1936

981 to 985
520 _

621 to 645
682 to 684
717 to 722
1682 to 1691
996 to 1000

1-1-42 to 1- 1-46
3-15-42 to 3-15-46
3-15-42 to 3-15-46
3-15-42 to 3-15-46
3-15-42 to 3-15-46
4-15-42 to 10-15-45
4-15-42 to 10-15-45

"Bond houses," the ComptroL
er says, "will confer a favor on
us (to say nothing of the owners)
jy checking their records and let*
i;ing us know if any pertinent in¬
formation comes to light. In some
cases forgetfulness may account
fox the situation. In how many
cases, on the other hand, may it
not turn out that death or dis¬
ability resulting from the war or
some other calamity is at the bot¬
tom of it?

"The general public should
understand," Mr. Wananiaker
continues, "that in the case of
non-registered bonds we have
no method of ; communicating
with owners because we do not
know their names. It is: differ¬
ent with regard to registered
securities." w .

July 1-53
Sept. 15-49
Sept. 15-52
Sept. 15-53
Sept. 15-54
Oct. 15-56
Oct. 15-46

Missouri Taxing Units May
Issue Revenue Bonds
Any doubt as to the right of

incorporated cities, towns and vil¬
lages in Misouri to issue revenue
bonds for financing of munici¬
pally-owned utilities was dispelled
in a decision rendered by the
State Supreme Court on April 30.
The court held that the section of
the new constitution authorizing
such subdivisions to incur reve¬

nue indebtedness is self-enforcing
and requires no legislative action
to implement it. Bond issues of

that nature must be presented at
an election and approved by i

four-sevenths majority vote..
The court ruled that revenue

bonds payable from proceeds of

the project need not be rigis-
tered with the State Auditor

and that their validity can be

established through the issu¬
ance of a pro forma decree in

the Circuit Court, as provided

by statute. *

The decision came about as a

result of the refusal of State Au

ditor Forrest Smith to register ait
issue of $200,000 revenue; bonds
approved by voters of Fulton, Mo.,
in December, 1945, pursuant to
provisions of the new State corn*

stitution. The Auditor contended >
that the new constitution was hok
self-enforcing and that the legist
lature: had not enacted any-law?*
to effectuate it. ' *

The high tribunal's ruling Is
expected to speed up plans ot
Various local taxing units to
prepare for elections on revenue
bond issues. Under previous
statute, revenue bonds for util¬
ity purposes could only be is*
sued by cities of more than 75,•
000 population.

Leonard AllenWith
Chemical Bank Dept.
Leonard S.. Allen has joined theT

staff of the Chemical Bank;::&»
Trust Company of New York as a;
trader in the Municipal Bond Be-*
partment. . a*,,

He is a graduate of New York

University, and was previously'
connected with' the Municipal
Bond Department of the Manu-j*
facturers and Traders Trust Co%
of Buffalo; New York in their?
New York office.

Mr. Allen has just returned t<£
civilian life after five years serv*
icb itethe armed^^ forces wherei'hdF
rose to the rank of Lieutenant
Colonel. He was attached ta Gen-
eraL MacArthur's staff in Aus«*
tralia in the logistics 'Section;
handling supply, evacuation and
transportation matters. Partici*
pated in all campaigns from Aus-*
tralia to Tokyo and was Chief of
the Supply Division of the,Geite;
eral Staff in Japari, j

INV sSTMINTBAN K E R S

Members New York Stock Exchangeand
Other Leading'Exchanges ::

' UNDERWRITERS AND. DISTRIBUTORS OF
INVESTMENT SECURITIES

BROKERS OF BONDS, STOCKS,'COMMODITIES
PrivateWires* HomeOffice^Atlanta • Phone LD-159

•mi.
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The Budget and Fiscal Policy
""^Continued fr0*n page 2504)
13 a good thing to nave outgo in
lipe with income. They have seen
in their own experience the difr
faculties people nave who impru¬
dently or by necessity spend more
than they receive.

Reasons for Balanced Budget

< The reasons for wanting a bal¬
anced buaget are of several kinds
and. they may arise separately or
in scombination. In general, we
can distinguish four kinds of rea¬
sons—moral, political, financial
and economic. Let us examine
each briefly.
* The moral reason for balancing
the budget runs direct and deep.
Simply* it is this—it is wrong to
live;-beyond your means, it is
wrong - to spend money you
haven't got. Excessive expendi¬
ture is invitation to extravagance,
to irresposibility, to the weaken¬
ing; of character. On the other
hand, o limiting expenditure to
available income forces prudence
and^ thrift, makes for foresight
and sound judgment, and imposes
the sacrifice of taxes as the cost
of enjoying the fruits of public
programs of all kinds. Finally,
excessive expenditure means that
the government must borrow and
this means public debt; and it is
generally believed that to incur
debt, except for income-producing
purposes, is wrong.
* The political reasons for a bal¬
anced budget center around the
proposition that to appropriate
money is easy but to tax is diffi¬
cult. The maintaining of a bal¬
anced budget is believed to be the
fcesti insurance against the com¬
plete tbreakdown *>f - restraint, in
public expenditure. Such a break¬
down of restraint would result in
unlimited spending for personal
political ambitions k and,,, would
aoon. result in the- destruction of
representative, democratic insti¬
tutions.
v The financial reasdhs;for bal¬
ancing the budget come to this:
that deficits mean borrowing, and
-borrowing means debt. Interest
has to be paid on the debt, and as

|the debt grows, the bufden of in¬
terest payments grows with it.
Finally, with increase of debt, we
ittpsf come .to a situation, which
Indeed we; may already ; be,-.ap-
proachingV in which interest pay¬
ments to -those who have invest¬
ments in the national debt become
an: indispensable element in cur¬

rent income. Since these interest
payments are made against tax
receipts and not against earned
income, the profit system is
thereby weakened, and by the in¬
direct financial route we substi¬
tute subsidy for enterprise.
The economic reasons given for

0 balanced budget are somewhat
more sophisticated but they are

; ridnOtheless real.Theargument is
that excess of expenditure by the
government creates an uneco¬

nomic demand for goods and ser¬
vices which keeps prices up when
they ought to fall. In this way re¬
adjustments in levels of costs and

prices are artificially obstructed.
Unless the budget is balanced, the
law^f supply and demand cannot
bring about a healthy economic
equilibrium which the developing
economic situation requires. v

* These reasons, moral, political,
financial and economic, together
with the instinct of prudence
which underlies, them, explains
Sufficiently the popular desire for
a balanced budget. The fact that
thi? goal is so generally accepted
Imposes a responsibility on finan¬
cial leadership to make sure that
these gopd intentions should not
be misled or exploited for partisan
purposes. It imposes a responsi¬
bility on f'nancial leadership for
understanding and explaining just
what is involved in a balanced
Federal budget.
I shall not attempt to explore

the arguments that are involved
in an analysis of the problem of
balancing the Federal budget. The
issues are too complex for:brief

presentation, and I am not sure
that we have yet provided our¬
selves with a vocabulary in terms
of which such a discussion could
be successfully»carried on. The
reason is a very fundamental one,
namely, that in the phrase, "bal¬
anced budget," I doubt whether
we know precisely what either of
the two words mean; or if we do,
I doubt whether they mean pre¬

cisely the same thing to any sub¬
stantial group of individuals. *

- The fact is that the phrase,
"balanced budget," has been used
for so long as a political catch¬
word that we have accepted it as

though we understood just what
it meant. Frankly, for myself, I
have some doubt whether I could
tell exactly what I mean by the
term "budget," and I am sure that
I do not know what I mean by the
term "balance."

And so 1 shall limit my remarks
this afternoon to putting before
you the difficulties that are as¬
sociated with the use of the term

"budget" and the term "balance."
The purpose which I have in mind
is to persuade you that until these
two terms are defined and clari¬
fied, discussion of a balanced
budget policy can only result in
confusion and perhaps in unwise
and dangerous fiscal programs. If
you agree that the terms should
be defined and clarified, then I
hope that you will feel that it is
a responsibility of the financial
and banking community that they
are clarified and that you will
proceed to do something about it.
First, let us consider what we

are to mean by the term "Federal
budget." For many people the
Federal budget means those fi¬
nancial arrangements that fall un¬
der the jurisdiction of the Bureau
of the Budget. This conception,
while clear and precise, limits the
significance of the budget for fis¬
cal and monetary policy to a sub¬
ordinate, although important, po¬
sition.

Conceptions of the Federal Budget
Such a conception of the Fed¬

eral budget is of limited signifi¬
cance because of the vast finan¬
cial transactions of the Federal
government which take place out¬
side the Bureau of the Budget. It
was only in December of last year
with the passage of the Govern¬
ment Corporation Control Act
that the receipts and expenditures
of many wholly ownqd. govern¬
ment corporations were brought
undet the jurisdiction of the |5u-
reau of the Budget, too late to
affect the budget for the current
fiscal year. The Federal agencies,
which until this Act was passed
were outride the Bureau of the
Budget, included such important
organizations as the Reconstruc¬
tion Finance Corporation, the
Tennessee Valley Authority, the
Home Owners Loan Corporation,
the Federal Public Housing Ad¬
ministration, the U.S. Commercial
Corporation, the Export-Import
Bank, and many others. • •

The proposed Agricultural
Credit Act, which has been ap¬
proved by the House and sent to
the Senate, provides for better co¬
ordination of government fiscaJL
policy ,but does not associate these
agricultural financial activities
with the Bureau of the Budget.
The organizations which it is pro¬

posed to bring under an Agricul¬
tural Credit'Agency include the
Farm Security Administration, the
Farm Credit Administration, and
the Federal Farm Mortgage Cor¬
poration.
Also outside the budget are the

Central and Regional Banks for
Cooperatives, the Federal Land
Banks, the Federal Home Loan
Banks, and the Federal Deposit
Insurance Corporation.
Questions may be raised with

respect to many items now in¬
cluded in the Budget. The Fed¬
eral budget at the present time
includes- as an expenditure item

ties-: E and ;?,F bonds. Is this a

proper item? The budget includes
as an expenditure interest paid
to the Federal Reserve Banks on

government bonds held by the
Federal Reserve Banks, although
this interest becomes surplus and
in the last analysis reverts to the
Treasury. Should this item be in¬
cluded in the budget?
Thus we see that there are

many important items of Federal
financial operations which are not
now included in the budget as it
is administered by the Bureau of
the Budget, and many items
which are included in the budget
about which serious questions can
be raised.
It is apparent that if we define

the "budget" to mean the finan¬
cial arrangements that fall under
the jurisdiction of the Bureau of
the Budget, the term has neither
economic, monetary, nor financial
significance except as it is a part
of a larger whole. Its significance
is of an administrative character
and the balancing of this "budget"
is nothing but the balancing of ac¬
counts which have been associated
for administrative convenience.
There are, therefore, no intelli¬
gible issues of a financial or eco¬
nomic character associated with
the budget so defined.
It is possible, however, to ex¬

tend the concept of the budget,
that is of financial planning, to
include all the financial transac¬
tions of the Federal government.
Such a budget would include not
only the transactions under the
Bureau of the Budget, but also
those of all the other agencies
which I have mentioned, and
many more besides. Is this per¬
haps the definition that we wish
to use in talking about the
budget? Or is perhaps some other
concept lying between?
It would make a certain amount

of sense to define the "budget" to
include all the financial transac¬
tions of the Federal government,
except perhaps for the fact that
this would be an unfamiliar us¬

age. The reason for such a com¬
prehensive definition is that it
would make possible a clearer
conception of over-all fiscal pol¬
icy. The Federal government has
the power to associate the totality
of its financial transactions in a

single scheme and, accordingly, it
is possible to judge one item
against another item and each
item against the whole. The Fed¬
eral Government may, therefore,
have a policy with respect to such
a comprehensive budget, and this
policy would be the fiscal policy
of the Federal Government. The
fiscal policy applied to such a
budget would therefore include as
parts the expenditure policy, the
tax policy, the borrowing policy,
etc., and would transcend these
particular policies in associating
them within the over-all budget
as a whole.

In any case, it is apparent that
until we know precisely what we
mean to include when we talk
about the Federal budget, discus¬
sion of balancing the Federal
budget is premature and mean¬

ingless.
'! What. Does "Balance" Mean?
So much for the uncertainties

and ambiguities that attach to the
words "Federal budget." Now
what about the word "balance?"
What does it mean?
The terin "balance" as it'is iised

in connection with the Federal

budget is much more difficult to
define than is the term "budget"
itself. This is due to the fact that
the balancing of a budget may be
looked at from either a financial
or an economic point of view and
the balancing does not come to
the same thing in the two cases.
Most people, I believe, think of
balancing a budget in a financial
sense, but what they seem to ex¬
pect from such a balance is a bal¬
anced economic result.
When a budget is balanced in a

mate

is much rriote ^mpprtant even
than Tr'om the; financial point of
view, because it is out of the eco¬
nomic consequences of the Fed¬
eral budget that we find the Fed¬
eral Government's influence in
creating inflation and deflation.
It is impossible to assess the part

e ~ that the Federal-Government is
tne increase in face value of fee-financial sense what. is generally ^ playing: in - influencing' the value

meant is that dollars of income
and out-go are equal; and that,
since therefore there is neither a
deficit nor a surplus, the debt of
the Federal Government is neither
increased nor diminished. This
seems to be a simple enough con¬

cept, but when we try to apply it
to some of the important transac¬
tions of the Federal Government,
we find ourselves in some uncer¬

tainty.
Suppose the Federal Govern¬

ment lends money to Belgium and
receives a one hundred year, 2%
note, is the transaction balanced?
Suppose the note bears no inter¬
est, what then? Suppose the pay¬
ment is made and we receive a

five hundred year lease on some
naval bases? Suppose we make
the payment for a billion dollars
worth of gold? Or of gold and
silver? Or of gold and silver and
uranium ore? Take another ex¬

ample, suppose we sell surplus
rolling stock in France and spend
the proceeds on highways in the
United States, are the transac¬
tions balanced? Suppose the
Treasury subscribes to an addi¬
tional 400 million dollars' worth
of the stock of the Export-Import
Bank, and the Export-Import
Bank lends three billion dollars
abroad out of capital which it sold
to the Treasury during the pre¬

ceding fiscal year, what is neces¬
sary to balance these transac¬
tions? Suppose the Export-Import
Bank lends 500 million dollars to
the Chinese to be available over a

five year period for the purchase
of Treasury gold in Fort Knox, to
be held for Chinese account un¬

der earmark. What does balance
mean in this connection? The
United States subscription to the
International Monetary Fund
came out of the Stabilization
Fund which was never in the
budget. Was this a balanced trans¬
action?

Some of these questions are rel¬
atively easy to answer if we look
at them strictly from the point of
view of financial transactions, but
others present some difficulties
and require exact definition if we
are to know what the term "bal¬
ance" means in even a financial
sense.

But "balancing the budget" in
an economic sense is much harder
to define and uncertain to esti¬
mate. The objective of economic
balance is clear, namely, we want
to make sure that the impact of
the Federal budget on the private
economy is neutral, that is, that as
much potential national income is
removed from the people by tax¬
ation and otherwise as is restored
to the people because of expen¬
ditures, disbursements and other
income-creating Federal financial
transactions. Here we run into a

host of doubtful situations. Take
for example the increase in the
face value of E and F Bonds
which is at the present time car¬
ried as an expenditure under the
interest item in the Federal

budget. Obviously this increase in
face value adds very little to pur¬

chasing power in the hands of the
people, and we are certainly not
contributing to a balanced eco¬
nomic budget if we cover this
bookkeeping entry by tax re¬

ceipts. On the other hand, when
the Government buys a million
dollars worth of gold from a mine
in California, purchasing is
increased by the disbursement
and, although it might be con¬
tended that the transaction is bal¬
anced in a financial sense, it cer¬
tainly is not balanced from the
point bf view pf the effect of the

of the currency without knowing:
a.great deal about balance in the.
economic sense. " ; ;"

. I think that I have said enough
to illustrate how slippery the
terms "budget"/ and "balance''
really are and how doubly slip¬
pery they are when they are used
together in the phrase a "bal¬
anced budget." -

Tax Bates and a Balanced Budget
In spite of the necessity for|

much sharper definition, if we are
to discuss all aspects of a bal-;
anced budget policy, there are
some general issues which can be
pointed up, no matter which of
alternate meanings ultimately
may be decided upon. One of the
most important of these issues has
to do with the setting of tax rates.
Let us suppose that the budget
(however defined) is balanced
(whatever that means) at a high
level of employment—not at a
full employment boom which
might quite properly yield a sur¬
plus to the Treasury. Under this
assumption, for such a period we
would have a certain national in¬
come. a certain budget of Federal
expenditures, and a certain set of
tax rates that would produce a
balanced budget. Now let us sup¬
pose that we run into a period of
significantly lower employment.
We may be sure that Federal dis-
bursements in such a period will
tend to rise, if for no other rea¬
son, because of increased out-
payments for various relief meas¬
ures and the acceleration in the
timing of public works. At such a
time national income-will tend Jto
fall off because of the increasing
unemployment. As a consequence,
the tax rate structure, which was
sufficient to balance the Federal-
budget at high levels of employ¬
ment, will no longer be sufficient
to do so, and we shall be faced
with the choice (a) of permitting
a deficit to appear in the budget
or (b) of increasing tax rates at
a time when employment is fall¬
ing off. The policy of increasing
tax rates against a declining na¬
tional income in an attempt to
maintain a balanced budget wad
followed in 1930 and 1931, and
unless the understanding of the.
people has changed since that
time, it may well be that this pol¬
icy will be followed again with
results that will be unfortunate,
to say the least. i

The emphasis which I have
given to the necessity for defini¬
tion in connection with the term
"balanced budget" is not intended
to be a mere exercise in word
chopping. The maintenance of a
high level of productive employ¬
ment depends on the adoption of
a sound fiscal policy, and a sourw*
fiscal policy is impossible, except
by accident, unless we are clear
what a balanced budget means
and what we intend to do about it.

Here, at the point of fiscal pol¬
icy, where the relations between
government and business are of
the greatest importance for the
working out of peacetime em¬
ployment and production prob¬
lems, business may properly be
apprehensive. It may be appre¬
hensive, not that the intentions of
government will be hostile or
even indifferent, but that, unless
the preparatory organizational
work is done now4 the Federal
Government will be helpless in
executing even the most elemen¬
tary collaborative program.

- A Sound Fiscal Policy r'
Business knows that fiscal pol¬

icy alone cannot produce a
healthy condition of high employ-
th'entand high production. In ad¬
dition to a sound fiscal policy
there must be Government stabil¬
ity,-protection against illegal ag¬
gression, confidence in the out-
ihok 'for profitable relationships
'among volume, costs and prices,
access to markets and to the
means of production. But a sound
fiscal policy ,?will aid^strongly ji*
getting the, high production and
high employment we all want,
and it will also check tendencies
toward^testi^tive^practicess that
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spring from fear of insufficient
consumer demand.MuM-M</>- i
! ;Today, to be sure, we are expe¬
riencing an unprecedented de¬
mand for the products of business
and agriculture. This demand is
the result of many years of short¬
ages and of enormous purchasing
power in thd bands of ihe people.
The demand in fact is so great
that many restraints are necessary
to keep it from expressing itself
in an inflationary price rise.
In a period such as the present,

when effective demand is so great
that arbitrary regulations and un¬
welcome controls are still needed
to prevent inflation, it is easy to
forget that all through the 30's,
and perhaps through the 20's too,
effective demand was not suffi¬
cient to move the products which
business and agriculture could
produce. Nor have those correc¬
tions of past policies and practices
been made which would give us

confidence that such periods will
not come again. It is for this
reason that there is need to con¬

sider the balanced budget as a

part of national fiscal policy as it

relates to the *maintaining of a

.condition, qf diigb prosperityv^ r •
We must recognize that the ob¬

jective of national fiscal policy is
above all to maintain a sound
currency and efficient financial
institutions.; Consistent with this
basic purpose, fiscal policy should
and can contribute to a high level
of productive employment and
prosperity.
Business wants a fiscal program

that will help it create good prod¬
ucts, good jobs and good invest¬
ments. Business does not expect
national fiscal policy to do the
Work of business for it. It does
ask for cooperation in maintain¬
ing a flow of purchasing demand
throughout the years that will
have some general correspond¬
ence to what agriculture, labor
and business are able to produce
and distribute. / j
With such a flow of purchasing

demand, we can avoid regimenta¬
tion, maintain a high level of em¬
ployment, and raise the standard
of living to new heights for all
the people.

Price Control and Inflation
"•'.'V (Continued from page 2508)

Win this last round in the fight
against inflation.

# .

(- We won the battle of production
during the war and we held prices
within reasonable limits. In
fact, we would not have been
successful in achieving our war

production goals if we had per¬
mitted runaway prices. It is in
iftself a great accomplishment to
have increased our total produc¬
tion by about 75% and to have
put nearly all of this increase into
the war effort. To have done this
with a moderate rise in prices is
almost a miracle.

. It is impossible to avoid some
rise in prices under war condi¬
tions. When production must be
increased quickly and shifted to
new lines,., some ...increase in
costs is inevitable. Price in¬
creases sufficient to compensate
for such increases in costs are

tiecessary> to let production go
forward. Such price rises serve a
useful function.

But price increases beyond the
amount necessary to get the

1maximum possible output are in-
rflationary. They decrease pro¬
duction instead of increasing it.
Such price rises serve no useful
function. They lead to speculation
and hoarding of materials. They
create maladjustments in the
-whole structure of production and
, prices.
. Our price control during the
war made it possible to get full
production and to hold in check
the powerful wartime forces of
Inflation. During the war, 12,000,-
000 of our most productive young
men and women were taken out
of agriculture and industry to go
into the armed forces. About half
of our total production went to
war. *';p ■

The people were paid for pro¬
ducing war jgoods for the Govern¬
ment as welPas civilian goods for
.the people. No wonder they could
not buy as much of everything as
they would ordinarily have liked.
Half of the income of the people

< could not be spent if inflation was
to be avoided. Through heavy
taxation and through voluntary
saving, consumer spending-W3S
kept down throughout
.Price controls prevented
age of goods from leading
competitive bidding up of pgjii&j
These price controls are astill

necessary during the reconversion
period. I told this Committee over

' two years ago, when you were
considering the extension of the

' Price Control Act in the spring of
1944, that an extension of the
Act for a longer period than one

; year after the war would prob¬
ably be necessary. As I said at
that time, . . the most serious
days will be tho postwar days on
the economic front."
The inflationary pressures

which are generated by war con¬
tinue during the reconversion pe¬
riod. They continue until we can
finish tooling up for peacetime
production; they continue until
we can get the members of the
armed forces back into indus¬

try; they continue until we
can fill up the long pipe lines
between the first stages of pro¬
duction and the ultimate con¬

sumer; they continue until we
can satisfy the most urgent de¬
mands which have been pent up
during the war.

Yes, the inflationary pressures
continue for some time after the
war, but the temptation to relax
and let down our guard is great.
This is the temptation which faces
us today, and the temptation
which we must avoid.
We must profit by experience.

We have learned much from the

experience of World War I in
many fields. We can learn much
from it in the field of price con¬
trol also. In World War I, little
reliance was put on the direct
control of prices and production.
Too many people accepted as dog¬
ma the doctrine that the Govern¬
ment could do nothing to control
production and prices. -
For this reason, price control in

World War I was started too late
and applied ineffectively. Except
in special areas, such as food and
fuel, it never operated under a
clear-cut legislative sanction. As
a consequence, prices rose twice
as much in World War I as ,in
World War II, although the war
was much shorter and inflation¬

ary pressures were only one-half
as great. I say only half as great,
because about 25% of the national

production went into the war ef¬
fort at the peak of World War I,
as compared with about 50% at
the peak of World War II.
Shortly after the Armistice,

such price controls as had existed
during the last war were abol¬
ished. We all know what hap¬
pened. Prices rose for another
year and a half at an even faster
rate than during, the war. By
1920, IivingT'i'costs %qre /108%
above MM And then 'Came the

tion. i1jpiiyS px corn iwt «o /o9
cotton 7p%J, tobacco. 70%,: hogs

aiid so^br other

fell 3?%.^,,,-^
We saw the effects of this de¬

flation on the farms and in the
factories. Net farm incomes
dropped from $8,800,000,000- in
1919 to less than $3,000,000,000 in
1921. Factory employment fell
over 30% during this period, and
factory payrolls fell nearly 50%.
We do not want to repeat that

performance. We do not have to.
Our duty is to see that these

same tragic events do not happen
this. time. ^We cannot , afford i to
have half a /million families lose
their farms in the aftermath of
another inflation. We cannot af¬
ford to have 20,000 bankruptcies a

year because prices are first in¬
flated andr then collapse. That is
why it is necessary to extend
price control at this time. We
must not" repeat the mistake we
made after the last war/
But IWant td emphasize Equally

strongly that the extension 'of
OPA is only temporary. There is
no basis for the fear that price
control of the sort exercised by
OPA will become part of our per¬
manent economic structure. The
problems with which OPA is now
dealing are caused by the transi¬
tion from a wartime to a peace¬
time economy. * "
At the same time that I told

your Committee, in the spring of
1944, that a one-year extension of
price control after the war would
probably not be enough to solve
our transition problems, I also as¬
sured you that OPA would not
become a permanent part of our
economy. That statement still
holds. You do not want it, and I
do not want it. The President does
not want it. We have been try¬
ing all along to get rid of price
controls as soon as it is possible
to do so without inflation. But
we must be patient. We cannot
gamble with the future of the
American people.
The problems which the OPA

has to meet are temporary in
character. We are dealing with
these problems in the one way
that will finally solve them—by
production. The basic inflation¬
ary pressures had their origin in
the compelling necessity of devot¬
ing half of our production to war

purposes for nearly four years.
The war ended only eight months
ago. In these few months since
VJ-Day we have reached a level
of civilian production never be¬
fore equalled in this country. And
this stream of production is stead¬
ily rising day by day. : : ?

Some people have asked where
the production is going. . Retail
sales in this country in the first
quarter of 1946 were at an annual
rate of $89,500,000,000—60% more
in dollar value and 22% more in
volume than 1941. When you ex¬

clude the durable goods which
are only beginning to come on the
market, the increase, in dollar
value of retail sales is more than
85% and the increase in physical
volume more than 40%.

Of course, there is a scarcity of
many goods, despite the record
volume of retail sales. That's be¬
cause the public is earning more

money than ever before in peace¬
time and wants to.consume more
than ever before. Folks who never

had a proper diet are buying meat
and milk and eggs. Folks who
never could afford nice clothes
and stockings are buying-—or try¬
ing to buy—suits and dresses and
nylons. I think it's all to the
good to see this great demand. We
can produce enough to meet it.
But it will take time, particularly
because the public has been short
of these goods for five years, and
because we are just returning to
peacetime production.
Some of the goods produced are

not going to consumers right now.
They are going into tools and ma¬
chines and working stocks for new
and increased peacetime produc¬
tion. This is especially true of the
durable goods. That is one reason
the danger of inflation has not
passed. It will not pass until we
have finished the reconversion of
production and filled the pipe
line through which goods flow
from the producer to the con¬
sumer. Not until there is a full
flow of goods available for sale to
consumers can we safely dispense
with price controls. That will
probably take another year.
The other side of this return of

our economy to peacetime pro¬
duction—the side with which I,
am particularly concerned as Sec¬
retary of the Treasury—is that
the Government is moving rapid¬

ly, toward a balanced budget. We
are reducing Government expend¬
itures and paying off Government
debt. Our fiscal policy is an im¬
portant part of the progress to
fight inflation.
The total expenditures of the

Federal Government in April of
last year amounted to $8,000,000,-
000. This April they were $4,200,-
000,000, a shrinkage of nearly
50%. This rapid decrease will
continue until we are on a peace¬
time basis.
In the meantime, revenues have

held up remarkably well. The
reason for this is—as the Presi¬
dent has said—". . . we are well
on the highroad to full peacetime
production." The net receipts of
the United States Government for

the month of March—the last ma*

jor tax month—amounted to $5,-
700,000,000, a decline from the
same month last year of only
about 17%.
As a result of these rapidly de¬

clining expenditures and well-
maintained receipts, the Treasury
showed a surplus of receipts in
each of the -months of February
and March. There will be some

net deficit during the remainder
of this fiscal year; but the budg¬
etary outlook for 1947 is very

good. In the past two months, we
have reduced the public debt by
$7,000,000,000 from surplus funds
in the Treasury; add this reduc¬
tion will continue in an orderly
way as rapidly as our finances
permit.
In meeting maturing obliga¬

tions, we have been particularly
concerned to pay off the secur¬
ities held by the banks. The only
new securities issued since. the
Victory Loan Drive have been
savings . bonds and tax savings
notes. We have continued to press

the sale of savings bonds because
they are one of the best ways to
fight inflation.
The Treasury is going to con¬

tinue to sell savings bonds to the
people. When we ask the people
tq put their savings into these
bonds, we must also give them
the assurance that their savings
will have 100 cents/ of buying
power for every dollar. We
must and will keep faith with the
bondholders who have put their
trust in the Government. / The
bonds they buy and hold help
keep down inflation. They are
doing their part id the fight. We
must do ours/ We must/extend
the Price Control Act, and we
must extend it without crippling
amendments.

I have great faith in the prac¬
tical common sense of our peo¬

ple. They responded throughout
the war to every appeal for more
production, more taxes and more
saving. The workers in the fac¬
tories and farms, and the men and
women in the fighting forces
saved a very large part of their
incomes. They are saving now.
These savings are part of the
great backlog of demand that can
keep American production going.
What we do on price control

during the next year will deter¬
mine whether this great backlog
of demand will bring prosperity
or inflation. If we keep price
controls a little longer—and keep
them really effective—the accu¬
mulated savings of the public can
result in a sustained demand for
houses, automobiles, refrigerators
and other goods for many years
tq come. But if we remove price
controls too soon, these same sav¬

ings will be used to bid tip prices
before goods have been produced
to match the demand. This infla¬
tionary process can have only one
result: the destruction of the sav¬

ings of our people and, in the
end, a disastrous depression,
Rising prices will hit a lot of

people hard. No Senator needs to
be told how quickly even a slow
rise in prices eats into a fixed in-?
come. There are millions of peo¬

ple in this position—school teach¬
ers and white collar- workers
whose wages rise little and late;
old people who after a lifetime of
work live in modest retirement

on their limited savings; disabled
veterans, and the widows and or¬

phans of our fighting men who
depend on their small pensions to
keep them going. These are" the
folks who feel inflation first and
most. '■/■'•J-
Let's meke no mistake about it.

In the / end, everybody suffers
from inflation. That's because all
of us have a stake in an economy
tha t works, an economy that is
stable. Inflation now mean's de¬
flation later; and deflation means
depression. Every worket^eyery
farmer and every businessman
suffers from depression. He suf¬
fers in unemployment and 'in
lower pay; he suffers in unsalable
surpluses and in" unremurforative
prices; he suffers in decreased
production and in unprofitable
business.'* //• J . ■ - • *• .

The danger of mflatio>i*vis: far
greater tbday than it xvas ill' time
of war. This is because so foahy
people think that the danger'has
completely passed;' We have near¬

ly won the battle "of peacetime
production and reconversion, just
as we won the. battle1 of producr
tion for war. We must hbt-loSe
the fruits of that victdry hbW* by
ruinous inflation whichcahP only,
end in depression, unemployment
and economic stagnation/ Afx>y%
all, let us keep faith with^thf
American people who fought' ind
worked to preserve a sound'apod,
strong America.

Room a-

;T;#- • >•;

T^'S hard to beat Milwaukee-Road
trains for comfort. Consider-1 a"

few of the advantages of the Speed/
Hned IIIAWATHAS. -y •

Complete facilities—The. eele~
brated Tip Top Tup offers, ?sandy
wiches or beverages. Apprizing*
dining car meals at low cost

Room to move round—you get a

deep-seated reclining chair plus a'
whole car—-or train—to stroll'

through. Roomy lounges Aveli
equipped washrooms., j- /a//.
Smooth comfort— modern train*
design and a well-ballasted roadbed-
assure a smooth, silent ride. /, '
Scenic charm~wide window a

give you an unobstructed closritip
of the rivers, forests, fields and vil¬
lages along the route. ri

Weatherproof reliability—stonni
hold no discomfort, fog doesn't -
delay. You get there on time./
Speedwith economy ypuri trip
starts and ends at downtown sta¬

tions; you travel at high speeds, vet
round trip coach fares are less than,
two cents a mile. v .

r? There'll be room for vou on:ous

of the HIAWATHAS. See your rail¬
road ticket agent for friendly traVcf
/counsel.

F#N.HICKS, Pass'rTraf,Mgr.,Chicago

illll THE //-:/ £
/Milwaukee
Si//Road

mm?
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Handling Debt and Inflation Problems
(Continued from page 2506)

noe and the other paddle on the
other side, and let's have only one

person attempt to steer at a time.

v,"
Sound Fiscal Policies

I V , While my comments are to be
devoted to debt and some realis¬
tic appraisal of the value and ef¬
ficacy of certain debt methods
and policies, the Government's
fiscal policy is too important to
be completely omitted. Fortun¬
ately the present trends of tax
receips and Governmental ex¬
penditures are favorable. A
greater economy in Government
is definitely desirable, however,
and could represent an important
contribution to a healthy nation¬
al climate. Basically the require¬
ments of sound fiscal policies with
respect to taxation and expendi¬
tures might be summed up in
three points:

; | (1) The taxes that are to be
borne by business managers and
investors should not continue so

high as to discourage the incen¬
tive and application of business
leaders or to deter intelligent and
confident investment in American
business enterprises.

| (2) Taxes on the bulk of our
national income, i.e., the interme¬
diate and lower brackets of in¬
come, should be adequate to meet
by far the major portion of Gov¬
ernment expenditures. It is par¬

ticularly important that we avoid
tax legislation and Governmental
expenditures—both of these—that
have as their primary purpose "to
elect and reelect," or which tend
to promote political ends at .the
expense of economic well-being.
"We might define the latter as a

"•condition in which the general
price level is relatively stable,
With production and employment
at a consistently high level, and
with a.fair distribution of the

. benefits of American ingenuity
and effort divided between work¬
er, management, investor and
consumer.

i) (3) Treasury receipts during
. periods of high production must
be maintained at some level rea¬
sonably above Treasury expendi¬
tures in order that we may stead¬
ily reduce the public debt.
; v.Obviously fiscal policies must
aim, as must those of debt man¬
agement, at coping with the prob¬
lems that are inherent in a stu¬

pendous accumulation of war-

created money and an accumulat¬
ed deficiency of goods and serv¬
ices against which this money can
be. spent. So far this money sup¬
ply has been largely dormant and
immobile; but the supply of mon¬
ey itself can be vastly increased
because of a dangerous distribu¬
tion of clebt, and a structure of
debt that might weil be described
as "out-of-balance."

Dangerous Distribution of Debt
'

The dangerous distribution of
debt arises from the ease and
wide discretion with which the
public may relinquish its Treas¬
ury securities and cause them to
be purchased by the commercial
banks who already hold 'an. unde-;

'

sirably large amount,
i The "out-of-balance" comes

- not from the high proportion of
short-term indebtedness which is
outstanding, but from the com¬

bination of a large short-term
debt and the persistence with
which the Government attempts
to maintain an inordinately low
short-term rate strucure. This
persisent policy has been a basic
cause (and so remains) of what
we popularly term monetization
of debt. The increases in the
money supply without an ade¬
quate offset to the supply of
goods and services make the cost
of this policy many times the
presumed savings in interest on
the public debt. • . T

Monetization of Debt

Generalities and general terms

al term today is "monetization of
debt." What does this term real¬
ly mean? To me it means the
method by which a non-produc¬
tive debt instrument (Treasury
securities) can be instrumental in
increasing the supply of money
available to the general public for
the purchase of an existing supply
of goods and- services. Apparent¬
ly one of the dangers that follows
from a too general use of this
term is that it is used as an ex¬

cuse for the proposal of so-called
inflationary controls, or legisla¬
tion which would alter the exten¬
sion of credit by an independent
and flexible system of commercial
banking.
For example, the extension of

credit to business by banks is not
monetization of debt. The Fed¬
eral Reserve System was consid¬
ered an ingenious and progressive
step toward providing business,
labor and agriculture with ade¬
quate credit as a means of insur¬
ing maximum production. The
Government organized in the de¬
pression a large number of credit
agencies because in spite of a
flexible banking system, the na¬
tional climate was such that an

amount of credit adequate to the
circumstances was not being ad¬
vanced. Today we have an even

greater number of Governmental
agencies whose function it is to
provide credit. To talk about
monetization of the debt, and to
assume that this and the attend¬
ant circumstances justify return¬
ing to a less flexible banking and
credit system (such as existed
prior to the Federal Reserve Sys¬
tem), is to be thinking in circles
and to advocate retrogression in
our economic life.

Effect of Preferential Rate
Removal

Considerable agitation preceded
the recent elimination of the pref¬
erential discount rate of Federal
Reserve Banks. This move has
been held by leaders in banking as

an appropriate, significant, and
commendatory step on the part of
the Federal Reserve System. I
think-it has been a tempest in a

teapot and that the elimination
of the preferential rate at this
time, as a single step by itself,
contributed i practically nothing.
The Federal Reserve Board and

Banks apparently have had on
their minds . for some time the
elimination of thispreferential
rate. I have been among those
who have advocated its elimina¬
tion* It lias seemed to me, how¬
ever, that the elimination was
simply a detail to be coincident
with the upward revision in all
short-term urates that has to occur

if any healthy and effective sta¬
bilization of long-term interest
rates is to be achieved. When the
elimination of the inferential
rate is tied into a more or less
nublic ©ledge on the part of the
|3oard that its resources will be
used to -defend the %% Treasury
certificate financing rate, the
practical result is a negative con¬
tribution. As a consequence of
the action, and the pledge,, it
seems to me that & greater
amount bf Federal;Reserve credit
will be inevitably extended to the
market (at the market's option)
than would -have been the case

had the Federal Reserve Board
sat ih the boat until such a time
as the Board and the Treasury
could come to a more pfactical
agreement on an upward revision
of: the .entire short-term rate
structure-*<one in which the cer¬

tificate %% rate is governing.
I say that the action is taken

by the Board because the Board
has to approve any changes in
discount rates made by the Fed¬
eral Reserve Banks, if it disap-
nroves a change it can imoose on

the individual Federal Reserve
Banks its own wishes
to the discount rate of that bank.
When the Board approved such
action only several weeks after

publicly stated "that he did not
think this was the time to make
such a change, and when the
Board simultaneously* follows it
up by "taking the pledge" one
wonders why they ' approved the
action in the first place.^^'
Some are now strongly urging

that the Treasury bill rate be un¬

pegged from the %% level. I
fail to see how this (again as a
single step) would accomplish
anything. As of the moment the
weekly reporting member banks
hold hardly more than one billion
of Treasury bills. If the bill rate
were unpegged the chances are

that many of the publicly held
bills would simply be transferred
mto cash. Again I should add
that I have favored an unpegging*
of the bill rate, but I have advo¬
cated it as a detail in Govern¬
mental action which would per¬
mit an upward revision and a
more freely fluctuating ^hort-
term rate structure—a structure
in which the %% certificate rate
is governing.
In the Board's statement ac¬

companying its approval of the
elimination of the preferential
rate in certain Federal Reserve
Banks it stated that this signified
an appropriate adjustment from
war to postwar conditions in ac¬
cordance with the Government's

program of economic stabilization.
This apparently referred to the
psychological value of its action.
By eliminating the rate the Board
removed a threat which had been

hanging over the market and
which constituted an item of some

psychological importance. There
was always the hope that when
the time came for the elimination
of the preferential rate it would

upon pol-t
icy within Government for an up-'
ward revision of all short-term

rates. Now that the preferential
rate' has been eliminated the
threat has been removed and we.

have instead a postwar pledge on
the part of the Board to defend a
%% certificate rate and an ac¬

companying low level of rates for
short-term investments. Psycho¬
logically, therefore, it seems to me
that the significance, if any, of
this action is the reverse of what
was intended. .

Reducing Money Supply
The Board also said that the

changed position of the Treasury
calls for action that will stop ad¬
ditions to and bring about reduc¬
tions in the country's money sup¬
ply in order to reduce inflation¬
ary pressures. The changed posi¬
tion of the Treasury is a definite
contribution to this end. It seems
to me, however» that insofar as
the elimination of the preferential
rate is concerned the opposite is
again true. Only last week one
of the governors made a remark
in a public address which could
be subject to popular misconcep¬
tion. He referred to the fact that,
the current debt repayment lop^er-j
ations of the Treasury reduced the
amount of short-term securities
In the hands of the banks^whicl
securities may be used by them tc
obtain Federal Reserve,credit and
to monetize debt by the purchase-

few v billions many banks must
readjust their collateral. In effect;
therefore, we might say that me
banking operation which consists
of being temporary custodian for
war loan deposits is one in which
the banks will ultimately have
held against these deposits Treas¬
ury bills, certificates and other
one-year obligations.
The other two banking opera¬

tions are, in effect, the operatior
of a savings institution (through
the acceptance of time deposits)
and the operation of a real com¬
mercial bank (through the ac¬
ceptance of demand deposits). Let
us look at the Government port¬
folios of the commercial banks in
the light of>
(a) Their operation as a tem¬

porary custodian of war loan de¬
posits, and (b) the joint operation
of a savings and a commercial in¬
stitution.

' Maturities of Bank Holdings

As of Dec. 31, 1945, the weekly
reporting member banks had (in
the average) a Government port¬
folio with maturity distribution as
follows:

Up to 1 year maturities--.. 37.8%
1 to 5 year maturities 30.1
Over 5 year maturities 32.1

*are dangerous. A popular gener- the Secretary of the nea^y posus are w bt

that. •

Ther ojter&ltott pi the «o^allec
Commercial banking
toe said to Cdftipfise
fent>bhnking top^
the more or less temporary ohe ir
which the banks have been thr
custodian of large amounts of w't;
loan deposits^During the War 4h?i
flow of funds and the increase
in deposits generally Was sucl.
that not all banks secured w? {
loan deposits toy Treasury to*!1**'
Treasury certificates and ether
securities of one year term or les':
Many of them rode-,WittTthe tic* ;
and secured the^ demos'*?
-•oas 1919 iorq 1959 otc.. matur5
tie®! /or rvp^ •' 1

curities. Now that war loan de*

100.0%

This security distribution, how¬
ever, represented not only the
operation of a savings and of a

commercial institution but com¬

bined with this the custody ol
temporary war loan deposits.
As of the same date these week¬

ly reporting member banks held
war loan deposits of about $16.1
billions. $37.8%, or 18.3 billions,
of these Government portfolios
comprised securities of one year
or less. In effect, therefore, these
member banks held only 2.3 toil-,
lions of one-year securities oyer

and above their war loan liabili-*
ties. If, therefore, we exclude the
war loan operations on the basis
that war loan deposits under pres¬
ent circumstances require collat¬
eral of one-year term or less, then
the Government portfolio showed
the following maturity distribu¬
tion:

Up to 1 year maturities 6.7%
1 to 5 year maturities 45.1
Over 5 year maturities 48.2

100.0%

Obviously it is hardly practi¬
cal to consider only the Govern¬
ment portfolio in relation to the
demand liabilities. Other short-
term assets should be properly in¬
cluded. But what I am trying to
arrive at is the percentage and

amount^)! tip to oti&yo&r
ury securities -Which^|he banfos
have held 'during recent years
against their savmgs^ahd Com¬
mercial deposits. We find, for ex¬
ample, that if' we measure, the
Government portfolio against the
total of the demand and inter¬
bank" deposits of the same date
(49.4 billions), excluding * both
war loan deposits and an equal
amount of one-year or less Gov¬
ernment securities, that the .re¬

maining amount of such securi¬
ties was only 4.4% of the demand
or inter-bank deposits. Securi¬
ties of one to five years amounted
to an additional 29.5%.
I am going to try and skip some

of the detailed considerations of
this analysis but there is one

point that I should cover. As
long as these banks held a very
large total of war loan deposits
(such as 18 billions) then, de¬
pending upon their view as to the
stab.lity of the war loan deposit
totals, the short-term securities
which they had earmarked
against war loan liabilities could
be used from time to time as

money on hand with which to
purchase longer obligations. In-
solar as the preferential rate is
concerned, however, there is very
little evidence that banks sought,
or took advantage of borrowings
at the !/2 % rate either to purchase
long-term securities or to make
loans against such securities via
others. The one exception to this
is that banks in Central Reserve
cities did, from time to time, bor¬
row from the Federal Reserve
Banks for purposes of carrying
the short-term positions of Gov¬
ernment security dealers. This
could hardly be termed a specula¬
tive use of credit by either the
dealers or the banks. As a matter
of fact there. have been period's
within the last 60 days in which
the objective, off the Federal Re¬
serve open market operations ob¬
viously was to cause dealers to
carry larger certificate positions
as a means of money market con¬
trol. • ;!• y. /' * 1 :

Changes in Last Two Years '
I have given you two tables. T

won't go into the methods by
which the estimates in these ta¬
bles were computed. I think th%t
for our purposes they are reason¬

ably accurate.
You will note in Table I that

we show the amounts and pe

centages of the three maturity
classifications of Government se¬

curities held by the weekly re¬

porting member banks by quar¬

terly dates over the last two

TABLE I- "

Distribution of the Government Portfolio of Reporting Member
Banks in 161 Cities, Classified by Maturity Groups "

Maturities of

Over 5 Years ;
Amount Percent

Maturities of
1 Year or Less

Amount Percent

Maturities of
- 1 to 5 Years
Amount Percent

(Billion dollars)

13.7
14.3

14.3
"14.6
14.7
16.6

14.8
15.5

35.3

35.9 ,

33.7/
33.9

35.6 ,

32.7 -

32.1 ?...

Date

3-31-44 13.8 36.9% 9.9 26.5%
6-30-44 15.8 39.1 10.3 25.6

9-39*44*^— 14.7 -36.9 10.9 27,2

12-3P44.r»^ 14.5 -33.6 ,14.1 32.7
*3-31-45 15.6 ' 36.1 13.0 " 30.0
.6-30-45. 15.3, 32.8 14.7 31.6

9-30-45-^^45.4 " >4.2 ,14.9 33.1.
12-31-45-^^ 18.3 , ' 37,8 . 14.6 30.1

Estimated Distribution on the Assumption That the Treasury Policy
'of-DebtReduction Is Completed by June 30, 1947, and that All .

-'Refundings Are Made With Obligations With a Term of
Ojne Year -or Less . - - *

-

i '■■'hivk Oh; Maturities of .' ... { ■. Maturities of
p:.; - " -1 Year or Less. 'J. l.to.5 Years

Date Amount Percent AmoUnt Percent
■ Ci.O

. ./'iV n 0 ,0 *r*.-fi<. *■;% (Billion dollars)

6-30-47_^jo. 10.1 ,28.6% I6.9 *
6-30-48-.—o 12.7 36.0' 17.7
6-30-49-^0- 16.1 45.6 14.6

years. At the bottom of the table

Maturities of .

Over 5 Years
Amount Pemettt

47.9%
50.1
41,4

83
4.9

4.6

*23.5%
13 .9 *

13.0 >

/ou will find a projection of what
^buia:'occur to this distribution
should- the commercial banks
make no changes in their existing
portfolios, and' if ihb Treasury
continued to tCfund its obligations
into securities of one year or less.
You will note that toy June 30,

1947,^5 the holdings
Tear maturities of the weekly re¬

porting member banks would be
0.1 billions and I can tell you

that this analysis corresponds to
■av4Frea$uiy • working balance .

such :a date jqf RV2- bullions./ In
Pthtet' wbifds - thesfe ^cqmti^rcial
banks would have between

and.eight billions tnoife one^Vear
securities than would be 4peeded
to offset 4heir wax ioan require-^
mehtsi This is ai greater/Excess'*.
than existed -in any of the earlier
periods.. ; You will note also that
by June 30, 1949 (under the same

suppositions), that the one-yearDigitized for FRASER 
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or less holdings would increase to
18.1 billions.
I Incidentally, I have. found it
•curious that so much recent em*

pfcasis has.been placed on the de*
sirability of-getting long-term is¬
sues out of the commercial banks
into the "hands of: noii-bank /in¬
vestors. iTou.wiU note in Table I

J^t frorn March 31^1944, tnrougn
;,J>eeH3i;:i- 1945, issues over « five

years have increased only 1.8. bil¬
lions of dollars, and that the end
pf the year figure was 1.1 billions
less, than that of June 30, 1945.
You , will also note that the
amount, of Government securities
of over five-year term, is reduced
by time alone from 15 V2 billions
as of December, 1945v to 8.3,bil-
lions as Of ^upe,;T947y abd 4.9 bil¬
lions as of June, 1948. '

; -
• TABLE 11

*
v r"' . /

Distribution of the Government Portfolio of Reporting Member Banks
• to 101 Gities Classified by Maturity Groups^fAfter Setting Aside'

Maturities of One Year or Less Equal in Amount to the r :
'

War Loan Deposits Held
} Maturities of • Maturities of

1 Year or lees 1 to 5 Years
Date " Amount tercent Amount Percent

... * (Billion dollars)

Maturities of
Over 5 Years

Amount Percent

. 6-30-45

; 9-30-45
12-31-45

13.0%
11.4

17.8

2.3

18.6

.7

16.6

6.7

36.5%
37.2

35.4

48.1 •

.38.2

46.7

42.0
45.1

13.7

14.3. v.J
14.3 ^
14.6 ••••;
1.4.7
16.6 "
14.8 Vs ;

15.5 L/4,
A

'50.5%
.51.4 ,

46.8
>49.6

-43.2
v-52.6

41.4

48.2

Estimated Distribution on the Assumption That the Treasury Policy
of Debt Reduction Is Completed by June 30, 1947, That All
Refundings Are Made With Obligations With a Term of

One Year or Less, and That the Treasury Working ,

Balance Remains at $3,500,000,000

Date

Maturities of
1 Year or Less

Amount Percent

Maturities of
1 to 5 Years

Amount Percent

Maturities, of

Oyer 5 Years

6-30-47 7.7
- 6-30-48 10.4
6-30-49 : 13.7

(Billion dollars)

23.5% 16.9 51.3%
31.5 17.7 53.6
41.7 14.6 44.3

Amount

8.3
* 4.9

,4.6

Percent

25.2%
14.9

14.0

You will note in Table II that
we have shown comparable
amounts and percentages to those
of Table I but we have taken away

from the Government portfolio an
amount of orie-year or less secur¬
ities equal to the total of war loan
deposits. I thought this might
give some indication of the per¬
centage of the Government ac¬
count in one year securities or
less that might be set agam>t toe
savings and commercial bank op¬
erations and would also Sxiow t e

maturity distribution of longer
holdings against these sair e (e-

posits. I think that th s table
clearly shows that the shortening
of portfolios by the passage of
time gives these banks over the
next one to three years a far
larger total of one-year or less
securities than they have had at
any time in the last two years
after we offset war loan liabili¬
ties with shorter-term securities.
You will note also that the per¬

centage of short-term Govern¬
ment securities as of June 30,
1947, 1948 arid 1949 that could be
set against the savings and com¬
mercial operations would be far
larger than an$r percentage which
happened to exist during the last
two years. In other words, it
might well be a mistake to as*
surne that the Board's pledge to
support the %% rate can be
weighed on the premise that the
commercial banks will .have
available only a decreasing
amount of one-year or less securi¬
ties. Over the next few months
seme commercial banks may feel
strapped insofar as their holdings
of these securities go—but this is
temporary.

Obviously the future relation¬
ship- of Treasury expenditure*
and receipts, and the investment
requirements of Treasury trust
funds can materially alter the sit¬
uation. For example, if in the
fical years ending 1947, 1948 and
1949 a sinking fund were opera¬
tive and the investment require¬
ments of trust funds totaled three
to f»ve billion dollars, the eombi?
nation might, if anplied solely,tc
a retirement of outstanding short-
term counties, materially reduce,
fun nf the-P banks to u?e
t^e short-term holding
for purposes of monetizing debt,
put if the Treasury is to have ar
execs* of receipts which can be

for sinkine fund purooses

and if tr"st fund investments a»*e

to be as lartfe as three to five b'l-
iWw.' then it mu«t folicw that we
w?Il have a relatively high level

©mplovment and
prosperity. • Under these condi¬

tions it might be. necessary for the
Federal Reserve. System to see
also that the commercial bank?
have adequate reserves wit!
which to extend credit to indus¬
try, labor and agriculture. Coulc
it be that the*maturity distribu¬
tion of the commercial bank-
would require that Federal Re¬
serve open ^market purchases be
made in maturities of from two tc
five years? fc jGan we afford tc
overlook the possibility thai
Treasury securities held by other
than commercial, banks might be
tendered for payment and absorb
the Treasury funds with which it
was hoped to reduce any exces¬
sive short-term holdings of the
banks?

Treasury Bill Rate vs. Bank
Operations

The one evident fact is that
while weabout the prefer¬
ential rate, etc., we are steadily
and surely approaching the inevi¬
table clash which is inherent in
the desire of the Treasury to con¬
tinue ; the existing short-term
rates, the pledge of the Federai
Reserve Board ,to support this de¬
sire, and the need to maintain t
flexible banking systemrcapabh
of extending an adequate amourn
of credit with which to sustair

production.
In the beginning I said that

generalities:;?, were dangerous. 1
hope that this superficial analy¬
sis underscores the dangers ol
general assumptions, and of being
satisfied with apparent adherence
to so-called -orthodox principle?
which, by their nature, are alsc
generalities. It is necessary tc
sound fiscal policy, and to sounc
debt • management that both of
these be coordinated with the de¬
tailed requirements of our situa¬
tion. Unless we continually study
these details, we are liable to
walk only through mists, of con¬
fusion to the "undesired conse¬

quences which are clearly fore¬
seeable.

Question of Refunding Short-term
h ' v Debt,
I would like to deal more fully

with one of the generalities whict
I have; mentioned? as being sub¬
ject to considerable nubfcity and
emphasis, namely, the desirabT-
ity of refunding the short-term
debt into long-term debt and to
thus absorb some of the past and
future accumulations in money

supply. First of all. the wav onr

national finances, et6., are set dp
*Hajid: I have tried to make this
clear--we really need a large
jhort-term debt.: The trouble Iras

been that the Treasury seemed to
become too obsessed with the de¬

gree by which short-term debt
could lend itself to a reduction in
the interest burden of Treasury
borrowings. $ Consequently the
short-term rate was held inflexi¬
ble at & level where, in conjunc-j
tion with the interest rate controls
and Drive methods, the commer¬
cial banks wefe encouraged to en¬

gage in needless raonetization of
the public debt. ' ;
For example,; less than a year

ago the Treasury offered a 5%-
year iy2% issue. This ostensibly
wa& in ^response to the vuhder-
standable desire of the War Fi¬
nance Division to have some se¬

curity available for sale with a

maturity in-between a one-year
certificate and a 14-17-year 2*4%.
Such a term had to be fitted into
a rate structure that started with

%%, and that is why the coupon
♦ate was only iy2%. As of Jan.
>1, 1946- (seven months later),
ibout 60% of this issue was held

by 7,000-odd commercial banks,
although at the time of the offer¬
ing commercial banks were per¬
mitted to subscribe in only small¬
est amounts. That this would be
the result was discernible to

everyone at the time of the offer¬
ing.
The generalization that short-

term debt should be refunded into

long sometimes carries with it the
assumption that the refunding is¬
sues should be made sufficiently
high in coupon rate to attract the
funds of non-bank investors. In
the first place, if we succeeded in
attracting a substantial portion of
the funds of non-bank financial
institutions (and thereby deprived
productive enterprises of these
funds) it might take us as long
as five years to refund 10 billion
dollars of short-term debt.
Please note in Table II that by

1949 the weekly reporting mem¬
ber banks alone could conceivably
have in their portfolios 15 billions
of one-year securities and 15 bil¬
lions additional of up to five-year
securities.
:"'v What rate is necessary to make
long-term Government securities
attractive? If the rate on long-
term Government securities is in¬
creased would not the rates on

all long-term investments move
higher? If we continue wedded
to the existing %% certificate
rate would not higher long-term
rates provide additional incentive
to the commercial banking sys¬
tem to sell as many short-term
holdings as they possibly could in
order to buy such longer-term se¬
curities themselves?

Furthermore, if it were re¬

quired that the long-term rate
should be a higher coupon than
2y2% (and we hear a number
who say that it should be 3%)
would that not add to the insta¬
bility of interest rates, and pos¬
sibly create a run on Treasure
securities that would end in one of
the greatest financial debacles of
our time? I wonder sometimes if
those who advocate long-term in¬
terest rates higher than V-k%
would like to assume responsibil¬
ity for the consequences of their
advice if it were adopted.
I have taken a great deal of

time. I have tried to throw some

practical considerations and anal
yses against some of the general¬
ities and general appraisals which
are currently prevalent. With re¬
gard to practical investment prob¬
lems—I don't think that we have
yet found any practical solution*-
to our interest rate and money

supply difficulties that are likely
to produce sound and desirable
results. I think that perhaps we

can be grateful that under these
circumstances the Treasury is

taking a cautious attitude. I hope
that the Federal Reserve Board
as a whole agrees with the Gov*
ernor who said that he believes
that this is no time for drastic ac¬

tions- either In the field of interest
fnte^ xjfcloridrastc changes in the
banking and credit systems of the

country via- legislative or other
means. - •

Lower Interest Rate Tendency
Halted

Fortunately the movement . to¬
ward lower interest ; rates, has
been halted. I believe this; halt
is a temporary one because^ as I
see the over-all pictere, the: nat-r
ural forces of supply and demand
oddly enough continue to exert
pressures toward a 2%* level for
longer-term Treasury issues> - The
recent market action originated
from technical factors.

( The me¬
chanics of monetizatkw^teohtinite
with us. The supply of Treasury
securities which has served to off-
Set the trend toward lowetf; inter*
est rates has been removed by the
change in the Treasury's position.
As we move through the next; few
months during which the heaviest
period of debt repaymentWill oc¬
cur, and simultaneously move

into the beginning of the period
when long-term gains can be
taken on recently acquired tem¬

porary holdings of long-term

Treasury issues, I believe that we
will find that the basic forces will?
assert, themselves with a steady,
and increasing pressure toward"
higher prices and lower yields.

. It seems to me that for some

time to come we must be content
with such stabilization of long-
term interest rates as may come *

from rather infrequent offerings'^
Of long-term Treasury 2V2% or f
2Vt% issues. This means that we
can hope for stabilization in open
market rates only within the lim¬
its of around 2Y4% to 2%. Unless- J
the entire short-term rate struc¬
ture is unpegged and permitted
to: fluctuate;within; some higher >

range? such as:; 10;!%%^; the j;
probability seems to be that
Treasury long-term open market5
interest rates may again head to¬
ward a 2% level. : •

NowScheffmeyerMcKmney;
The firm name of Scheffmeyer

& Co., 26 Broadway, New York
City, members of the New York
Stock Exchange, will be changed;
to*Scheffmeyer, MeKinney. Co.!
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Railroad Traffic Topics
/ (Continued from page 2507)

Problem of Freight Car
These optimistic remarks do no

apply with equal emphasis to the
subject of freight cars, either as
vto quality or availability. In fact,
the problem of the freight car has
become in recent years a chronic
Timely Traffic Topic. It is indeed
a vital and serious question.
/ Shippers usually take freight cars
forgranted.We usually expect the
responsible railroad to supply as
many empty cars of proper size,
type and quality, with reasonable
promptness, as we may request.
This happens so often that proper
car supply is taken as a matter of
course, a sort of natural right en
joyed by shippers. There is, un
fortunately, much doubt that this
happy situation can continue.
At present there are five factors

that work against an easy and
plentiful car supply situation
There are: -V •'«<

first, poor condition of many
freight cars* ^

second, lessened effectiveness of
..federal heavy loading regu¬
lations;

third, elimination of overtime
and sixth day work by ship¬
pers and receivers;

fourth, application of govern¬
ment freight car loading pri¬
orities, and

fifth, return of peacetime com¬
petitive conditions.

As to the poor condition of
freight cars, ample evidence can
be mentioned without taking time
for lengthy statistical discussion.

. About one year ago, the number
of cars listed as bad order was

2.3% or one freight car in 43.
Today the bad order record has
almost doubled, to one in every
23. What probably has happened
is that railroads have returned to
peacetime repair and maintenance
standards. Many of the cars in the
increased bad-order list are too
costly to repair and are waiting
to be scrapped. That is simply
another way of stating the well-
knoWn.fact that freight car con¬
struction was held, during the
five-year war period, below the
replacement level. The total num¬
ber of usable freight cars is less
today than five years ago.
Less easy to measure, but

equally apparent to shippers and
receivers, is the condition, or
quality, of the average freight
car.- Freight cars are not in as

good condition as they were five
years ago. This fact is especially
noticeable and troublesome with

respect to box cars. The present
shortage of lumber, aggravated by
federal regulations, makes the
supply of first quality box cars
very much of a lottery. All freight
cars, however, and especially those
requiring lumber for floors such
as mill-type,, gondolas, are in
worse condition than before the

is war. Freight car condition has a

direct effect upon the speed of
loading, unloading and movement.
It follows that our freight-car
fleet in the United States is not

only smaller than before the war,
but is also less efficient and use-

fid.

Heavy Loading of Freight Cars
Everyone knows that ODT or¬

ders No. 1 and No. 18-A, requir¬
ing heavy loading of freight cars,
added about 10% to the actual
effective size of our freight-car
fleet during the peak war years
of 1943, *44, and *45. These orders
were so generally observed * that
it was just as if we had built 10%
more cars-fbetter, : in fact,: be¬
cause there was' less strain on

such other factors as yard facili¬
ties and locomotive supply than
would have resulted from han¬
dling the larger number of cars.
Since the end of the war, the

natural and inevitable trend to¬
ward disregard of ODT orders No.
1 and No. 18-A has accelerated.
This is illustrated by the weighted
average loading figure _ repre¬
sented by net • ton-miles per

loaded car-mile. For the year 1938
this loading figure Was 26.1 tons.
By 1941 the average loading was
28.4 tons and in July 1943 the fig¬
ure reached a peak of 33.9 net
ton-miles per car-mile. Since
that time there has been a steady
decline and in August of last year,
at the end of the war, loadings
thus calculated- averaged only
32^ tons with the figure for Jan¬
uary showing a continued decline
to only 32 tons.
There are unanswered questions

in my mind as to ODT orders 1
and 18-A. Does their continuance
make an important contribution?
Can they be enforced? Can vol¬
untary shipper cooperation neces¬
sary for their enforcement be
obtained?
An important aspect of the car

supply situation is the change in
loading and unloading conditions.
This is an example of the differ¬
ence between normal peacetime
business considerations and the

problems of a nation at war. Dur¬
ing the war, there was an urge for
speed and more speed. The extra
costs of speed could be charged,
for the most part, to war expense.
That is not true today.
It is unrealistic to expect ship¬

pers and receivers to spend
money for overtime, and espe¬
cially for sixth and seventh day
work eachweek, in order to speed
up their freight car loading and
unloading operations. They will
not do it. As a result, the total
number of cars required to handle
the present and expected high
level of peacetime business must
be larger than would be true un¬
der wartime conditions.

Loading Priorities
Another factor, potentially of

great importance, is the decision
of the federal government to ex¬

periment with the application of
loading priorities. This refers to
I.C.C. Service Order No. 450, first
published effective February 17,
which was suspended on March
30, 1946, , This Service Order, is¬
sued in compliance with a Presi¬
dential executive order, required
certain railroads to spot empty
cars for export grain loading
ahead of, and, if necessitated by
inadequate car supply, to the ex¬
clusion of other car supply re¬
quirements. Another such order
is Service Order No. 458, effective
March 5, and suspended March 30,
giving priority to cars ordered for
loading at country elevators with
grain for terminal elevators.
These orders set aside and defeat
the legal obligation of the rail¬
roads, long recognized as a basic
principle of transportation equity,
to treat all shippers alike. The
orders legalize, and require dis¬
crimination in distributing an in¬
adequate supply of cars, in favor
of certain shippers and designated
types of shipments.
During all the dark years of

World War II, this issue of gov¬
ernment enfbreed preferential
loading privileges often raised its
ugly head, like a venomous snake
watching for the moment to strike
a death wound into our national

transportation system. The fact
hat, during the difficult car sup¬
ply years of 1942, '43, '44 and '45,
no preferential freight car loading
ord .rs were issued, speaks for it¬
self. There is no merit in such n
device. Freight car loading pri¬
orities, if generally established,
would waste millions of car days
and thousands of yard switching
lours. Each carwould have id be
moved from unloading point to
assignment yard, then to an exact
"oading point, regardless of how
much time was wasted, or how
many waiting loads were by¬
passed. A few simple words in a
government preferential loading
order thus can take away all the
marvelous flexibility of car sup-
ply.

Return to Peacetime Competitive
Conditions

The last factor, adding to our

already serious car supply condi¬
tion is the return, or at least the
attempted return, of both rail¬
roads and other business enter¬

prises to peacetime competitive
conditions. Competition inher¬
ently entails a certain amount of
waste. For example, two railroads
operate fast freight trains over

parallel routes between main ter¬

minals, dividing between them
the total tonnage which we will
assume, is not sufficient to permit
the profitable operation of two
trains daily. If the two railroads
could operate on alternate days,
both would make money. Other¬
wise, both may lose money.

During the war, the immense
national war traffic had to be

spread by government agencies
over nearly all railroads., In this
way, all railroads received fill-
out tonnage that both permitted
and forced efficient use of equip¬
ment. That 'Situation is now

largely over. Railroads are again
competing for their share of the
reduced available business.

Industrial and commercial en¬
terprises are also getting back to
peacetime competitive conditions.
Each business has its own prob¬
lems, and makes requests for
numbers and types of cars suited
to its own needs. To meet this
demand, railroads must build up
little reserves of pools of empty
cars at strategic points along their
lines. In this and other ways not
requiring further illustration,
competitive forces act to increase
the demand for cars,

Remedies

Durnig the next five years
American business should be ex¬

cellent. This will be the critical
period for freight car supply.
What should be done to meet this

problem, and thus to help assure
a healthy railroad transportation
system for the long future in this
country?

First, in my belief, is the
prompt elimination of the present
defective condition of freight cars.
This is easy for traffic executives
to demand, but not so easy for
railroads to accomplish. It is nec¬

essary to make constructive sug¬
gestions, which can be tested and
judged by our competent railroad
executives and government offi¬
cials.

One suggestion offered for such
study is that the railroads return
to prewar car service rules during
the winter months of each year.
It is urged that for four months,
December through March inclu¬
sive, all cars be required to move

empty or loaded to their home
lines. During the other eight
months of each year, the present
car service rules, more lenient in
this respect, could be applied.
This suggestion is made because

each railroad has a greater incen¬
tive to maintain cars of its own

ownership. It seems certain that
cars that seldom or never return
to their owner lines do not get as
careful inspection and repair as
do cars on their home road. Re¬
gardless of current difficulties in
getting lumber and steel, there
can be no doubt that cars would
be better repaired if the cars on

railroad repair tracks were their
own. r:. v
Another advantage the re¬

turn of cars to their home lines
would accrue in the improvement
in purchasing policy. One often
hears the claim, today, that many
railroads do not have in their own
ownership the types of freight
cars needed by their own on-line
customers. To some extent, this
is undoubtedly true. The tonnage
characteristics of on-line business
have changed faster than have
freight car purchasing practices.
It follows that the return, each
winter, to the old or prewar car
service rules would result in bet¬
ter understanding by each rail¬
road of its actual freight car re¬

quirements.. Each railroad would

*eeVmore urged to take action

necessary to meejt these require¬
ments.fHgg
Another suggestion, offered for

careful study by railroad execu¬

tives, is that railroads buy or build
bette? freight cars. There are
some good reasons why the total
freight car fleet in the United
States need not be increased. Af¬
ter World War I the number of
freight carrying cars was reduced
from the peak of 2,357,221 in 1925,
to 1,756,343 in 1943, and 1,773,049
in 1944. This lesser number of
Cars did a bigger job during
World War II than during the
previous war. The present num¬
ber of freight carrying cars has
now declined to 1,765,483 in Janu¬
ary 1946. There is no reason to
believe that this trend, toward re¬
duction in the total number of
cars, will stop. It follows that
freight cars must be built better,
just as was the case after World
War I.

There are three ways to make
freight cars better. They can be
designed to perform their func¬
tion more perfectly, they can be
made lighter and their compon¬
ents may be improved in quality
and design; for example, better
wheels contribute much to the
efficiency of a freight car. Func¬
tional design does not necessarily
mean one-purpose and no-return-
load cars. It might be well to add,
however, that functionally de¬
signed one-purpose cars, such as
device-equipped cars for automo¬
bile or other loading and covered
hoppers for dry bulk materials,
are unduly criticized by throwing
at them the no-return-load argu¬

ment when, in fact such one-pur¬
pose cars do get some return
loads. The important point is that
such cars hold certain traffic to
the rails that would otherwise
move via other methods. The

present low interest rates for
money, and the low maintenance
cost of well-built cars makes one-
purpose cars a very good invest¬
ment. There should be more ex¬

ploration and exploitation of this
profitable field by our American
railroads.

An important way to make the
vast fleet of American freight cars
better, as it is slowly rebuilt in
future years, is to make each car

lighter. Much progress has been
made in design of lighter cars to
perform the same function. These
lightweight designs have been
worked out in various materials

including, of course, Cor-ten steel,
and the similar products of other
steel manufacturers. I will make
no attempt to evaluate the vari¬
ous materials, but I could not help
yielding to my own partiality and
preference for steel—still the
foundation metal of modern civi¬
lization.

A prominent railroad executive,
in private conversation, asserted
recently that his company could
not afford to pay the slight extra
cost for light-weight construcion
of new freight cars because of the
present car service rules. He
meant that such new cars would

spend too little time on his line—
too much time elsewhere. Viewed
nationally, the railroads would
haul less deadweight per car.
From his own railroad's view¬

point, not enough of this dead¬
weight saving would appear on
the tonnage sheets of his trains.
This Is another argument for the
return of freighthars to their
home lines during at least part of
each year, The present car-ser¬
vice rides do not encourage im¬
provement in freight rara.

pr4eyeijghighfhsvelp Industrial

American railroads. performed a
total of,912 billion gross ton-miles
of freight, service, (of which 290
billion were revenue' ton-miles. In
other words, for, each j ton of
freight earning revenue for the
carrier, the average railroad
moved 2.1 additional tons of loco¬
motives and tenders, empty
freight cars and company freight,
chiefly empty freight cars. Net
railway operating income before

taxes in that year-was 29.7% of
the freight revenue. V/'<
In 1944, the peak year in freight

traffic during the war, the rail¬
roads performed 1,878 billion gross
ton-miles in freightT service of
which 737 billion were revenue
toh-mUes. ^TheT effect of the war
Was not Only to increase revenue
freight tonnage but also efficiency,
Themumber of dead-weight ton-
miles hauled per ton-mile of rev*
enue freight dropped from 2.1}
tons to 1.5, or 35%. The compar¬
able ratio of net railway operat¬
ing income to freight revenue in¬
creased from 29.7% in 1938 to
31.6% in 1944; despite the heavy
increases in unit costs, illustrated
by a rise of 29% in average com¬
pensation per hour.
The average American freight

car, including all types, weighs
23.6 tons. Lightweight construc¬
tion can reduce this weight at
least 4 tons, or 17%. Think what
this would have meant, in either
1938 or 1944. Operating costs
would have been reduced, since
12.8% less total deadweight ton-
miles would have had to be
hauled. Additionally, the ratio of
deadweight freight ton-miles to
revenue freight ton-miles would
have gone down. Each car haul¬
ing the same revenue load would
be lighter. When filled to weight
limit capacity each car would
consist of 4 more tons of revenue
freight and 4 less tons of dead¬
weight. This is a matter of im¬
portance to every railroad. ,

Effectiveness of Heavy Car }
Loading *

There is much question in my*
mind as to the present effective¬
ness of federal heavy loading reg¬
ulations. The slump in enforce¬
ment, or rather enforceability, as
measured in the lessened average
load per freight car, has already
been noted. On the other hand,
these federal orders probably con¬
tribute just the small degree of
help needed to keep our car sup¬
ply situation from being one of
chronic serious shortage. The
abandonment of these orders,
without an effective substitute, is
certainly inadvisable.
My own preference is for rapid

and complete abandonment of all
the wartime controls of railroad

transportation. Such a seemingly
drastic step would permit normal
peacetime conditions to reappear,
Supply and demand, competition,
the profit motive and other com¬
mon-sense considerations, would
be made workable by purely vol¬
untary cooperation. The greatnnd
effective work of Shippers' Advis¬
ory Boards would again take the
spotlight on the "traffic stage,1"
and the car shortage situation
would be met and solved.

Unfortunately, there is little or
no evidence that the Federal Gov-'
ernment is going to abandon im¬
mediately and completely its pat¬
tern of wartime controls. "Taper¬
ing off" seems to be the order of
the day. Under these circum¬
stances, ODT's heavy loading or¬
ders, Nos. 1 and 18-A, apparently1
will be continued until made un¬

necessary by persistent freight car
surplus, or until some equally ef¬
fective substitute is found.

A year or more ago, railroad
executives began studies and
made proposals toward finding
voluntary or peacetime substitutes
for the federal heavy loading:
regulations. There have been:
hearings and suspension proceed-:

buti^nipst RP results tket
could; be^ measured > In heavily
loaded freight cars.

^the right to include in the rate :
tariff an appropriate minimum
weight has been a valuable privi¬
lege. It has been cherished and
fought for by shippers, receivers,
and raihoads. The published;
minimum permits a railroad to
adjust the relatively fixed size of
its freight car unit to meet actual
commercial and competitive con¬
ditions. It is important to realize
that there never was a time when,
this privilege was more vulner¬
able than how. Government can
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continue to nullify this:valuable
privilege by requiring maximum
loading. It can improve and es¬
tablish more effective enforce¬
ment: procedures for its own

heavy loading orders* It can make
ODT orders 1 and 18-A per¬
manent, a possibility to be avoid¬
ed at all costs. . :

One suggestion offered for
study by shippers and railroad
executives is that a reasonable
and suitable loading allowance be
established and paid. Railroads,
in other words, would make an
•allowance payment to shippers on
such cars as meet its predeter¬
mined loading test, such as con¬
taining double the published min¬
imum weight. The allowance
could not exceed the actual costs
incurred by the shipper, Within
this limitation, such an allowance
would, in many industries, pro¬
vide financial encouragement or
incentive toward heavy loading of
:#eight:,ears4/vv:-vv;'
t Another suggested plan, also
being studied by carriers and
shippers, is to raise the published
minimum weight per car and
Tower the corresponding freight
irate. This is the double minimum
freight rate plan. A variant is the
special reduced freight rate on the
excess load, such as the second
carload loaded as a double tier
Within one freight car. Still an¬
other varitaion is to increase the
minimum and reduce the freight
rate, retaining by this process
only one carload freight rate and
minimum.

If these methods are tried and
if they fail, more drastic steps
may be expected. Railroads may
be forced by the car shortage
problem, which seems to be ahead
of Us, to consider raising the com¬
mercial published m i n i m u m s

without any freight rate or load¬
ing allowance incentive to the

shipper. The carrier's argument in
favor of such a step is familiar.
During the last 20 years, the ar-
gumeniruns, average freight car
capacity has increased and this
increase can be made useful only
by a compulsory and commensu¬
rate increase in published carload
minimum weights.
Many railroad executives, to¬

day, find it much too easy to take
the short next step of asking the
federal government to solve the
heavy loading problem. There is,
undoubtedly, general support
among railroad officials for tem¬
porary continuance into the in¬
definite future of ODT orders 1
and 48-A. 'thus requiring both
LCL and CL shippers to meet fed¬
eral loading standards.

. Balancing these various prob¬
lems leads to the conclusion that
federal regulations requiring
heavy loading of freight cars will
continue for the present. Shippers
should, however, redouble their
efforts to work out and have pub¬
lished voluntary loading plans
that will make such measures as

ODT orders 1 and 18-A unneces¬

sary. ;
_

\ The other factors in the present
sombre outlook for adequate
freight car supply can be dealt
with together. In essence, the fact
is that railroads and also shippers
and receivers have returned to

peacetime competitive practices.
The problem is what to do about
it. This usually turns into the
question of what government ac¬
tion or interference can or should
be taken. We seem to be at the
point in this country where even

thej results of healthy competition
becoiftf'pr£ufheht$£!f&f

shipoffthnd receiyefs is

prQ5le? )pilwweek does dam .pn ,and .dislocate
I freight ,9car ^ subpl)fefe.She turn-
arojund-time of the average freight
caf is lengthened by a substantial
amount, perhaps more than 10%.

'

During recent years, there has
been ah increasing use of penalty
demurrage; There certainly is a
relation between this: trend and
thes• five-day week,; Penalty de¬
murrage is government's answer

to.. the employer who is reluctant
to pay for overtime work. If the
penalty , is large enough, it be¬
comes cheaper to pay overtime
than to hold the freight cars and
pay demurrage.
An exasperating phase of war¬

time demurrage practices is the
continuance of the demurrage
average agreement "two-for-one
rule." This requires two credits
to be earned, in order to offset
one debit. This penalty system
causes the receiver to pick and
choose his unloading with a view
to making the maximum number
of credits. The car that is diffi¬
cult to unload, for any reason,
tends to be unduly delayed, which
in turn becomes an argument for
penalty demurrage rules. The
two-for-one rule is unfair and
should not be continued.
A further and final suggestion

is offered, that every effort, be
made by our government to get
along1 without imposing penalty
demurrage. It is urged that the

most effective remedy to apply to
any undue accumulation of cars

has been and continues to be the
embargo. Spot or localized em¬

bargoes can and will do a better
control job than penalty demur¬
rage, if properly applied and ef¬
fectively enforced.
One thing is certain in this time

of perplexity. Shippers and rail¬
roads must not fail .to explore and
try every arrangement and plan
which can improve the efficiency
and reduce the costs of transpor¬
tation service. Improvement in
the use of freight cars by heavier
loading, faster loading and un¬

loading of cars, and reducing the
ratio of deadweight of equipment
to revenue tonnage of freight
traffic transported are impera¬
tives. .

My hope is that this brief dis-
cussion of these difficult car

shortage and car supply problems
will help in your studies arid yoUr
search for proper solutions.

Briefixig|the New
NASD Registrants

(Continued from page 2503)
them in their duties as if they were entering their novitiate
in the securities field.

Amongst other matters on which instructions are given
is the "5% policy."

The NASD "interpretation" on this subject is dealt with
as is also the "practice of the membership, as indicated by
the analysis of the questionnaires, ..."

Call it what you will, and despite persistent denials,
we believe it to be an attempt to control spreads and profits
in violation of what we regard as the democratic processes.

A fair account should have prompted some reference on
this subject to the Opinion of the Securities and Exchange
Commission, and its Order of Nov. 25, 1944, wherein it was
held in effect:

(a) That the statement in the NASD letter of Nov. 9,
to the effect that in transactions showing a mark-up of
over 5% on the part of a member, "a duty is imposed upon
the member to show to the satisfaction of the District
Business Conduct Committee that no violation has oc¬

curred" was in error; that this letter was not distributed
among NASD members but was sent to the various Dis¬
trict Business Conduct Committees, over the signatures of

£ the Board Chairman and the Association's Executive Di-
E rector, and that the Board of Governors does not appear
/ to* have authorized or voted upon the statement in;.; ques¬
tion;

(b) That the Commission expressly recognized and
found that "pertinent circumstances other than the per¬
centage of mark-up must be taken into account and that
a reasonable mark-up may sometimes be less and some¬
times more than. 5%"; and

(c) That the Commission specifically said in its opin¬
ion, "we therefore think the statement on this point in
the letter of Nov. 9 is erroneous, and believe that, if a

'

trade practice case were decided on the basis of the pre¬
sumption stated, it would be our duty to set aside the

x

determination upon review."
Since the SEC power of review and interpretation was

invoked on the subject of the NASD 5% spread philosophy,
we think it only proper that a fair account of what trans¬
pired should contain reference to the Commission's opinion
and some of the details of the Commissioners' interpre¬
tation.

. '• 1
We have never been able to ascertain either from the

SEC or the NASD what the elements are which should go
into the composition of "a fair spread or a fair profit."

In fact, in the very article to which we advert, it is
emphasized that it would be impractical and unwise, if not
impossible, to write a rule which would attempt to define
specifically what constitutes a fair spread or a fair profit
[j This nebulous situation of the inability to define by
mile the terms "fair spreads and fair profits" and the ele¬
ments which go into tnerii,^ accOmpahied by the numerically
increasing regulations and interpretations which are aimed
at circumscribing spreads and; profits, create ever-increas¬
ing hardships for those in the securities field, arid prove ever
more burdensome shackles upon the free flow of venture
capital.

What is. the average dealer to do? How is he to conduct
rhinise!f? What margin of spreads and profits may he take

with reasonable assurance that he is dealing fairly and is
not properly subject to criticism? , '

We wish that it Were possible for us to create numerical
tables that would be decisive. However, from the very
nature of the questions and the field these questions affect,
this is utterly impossible. Even if it were possible, such
yardstick would violate'our American precedents.

So many elements go into these questions thai the im¬
possibility becomes self-evident; for example, the particular
position taken in a security, the time it was held as part
of a firm inventory, the time devoted to an investigation of
the background, including the assets behind the security,
the cost of doing business, etc. All these elements and many
others are involved. . ^

In our opinion no formula percentage-wise can have the
effect of law through any mere interpretation, and without
legislative action, and even if the Legislature attempted def«
inition we have grave doubt that such law would be valid
on Constitutional grounds.

WE BELIEVE THAT THE REAL REFUGE CONCERN¬
ING SPREADS AND PROFITS LIES IN THE OBSERV¬
ANCE OF. TRADE CUSTOMS AND USAGES IN THE SE*
CDRITIE&FIELD^

Such customs and usages, although these be constants
in particular areas, may vary in their application to exchange
markets and to over-the-counter trading. The dealer's
refuge lies in observing those prevailing in his district.

. We believe that on the Board of Governors of the NASD
there are forward-looking progressives who can take hold
of the cudgels and eradicate efforts to by-pass the customs
and usages in the securities field by administrative interpret
tation, men who realize that questionnaires which lump all
types of securities and give no consideration to individual
effort form no just criteria for attempts to control spreads
and profits.

To herd and regiment securities dealers and limit their
activities in a wholly legitimate field because a dishonest
few violate the law is doing grave injustice to an outstand¬
ing honest industry which plays an important part in our
economy. i IllSf!

Not only the members of that industry but business in
general must suffer as a corollary.

There continues to be an imminent need for leadership
to remove the autocratic and restrictive pronouncement^
towards which administrative bodies are heading in their
efforts to control spreads and profits.

""■■■
n , ,

'•
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Senate Silver Bill to Face House Opposition
(Continued from page 2516)

ver; I am against any increase in
silver's price by Government pur¬
chases. In fact, I'd like to see all
the silver purchase acts thrown
out the window and the Treas¬

ury's idle sliver sold to industry
where it can be put to some use,

"As for the silver, Senators' ef¬
forts to repeal the silver tax'and
nationalization powers, so long as

the silver purchase acts remain on

the books, I oppose such repeal.
Removal of restrictions on silver

trading would encourage, specu-,

lation. A few years ago we wit¬
nessed the horrible spectacle of
Father Coughlin profiting at pub¬
lic expense through his silver
speculations in the name of his
Shrine of the Little Flower. ; :;;r
"While I oppose the Senate sil¬

ver rider provisions, I don't ex¬
pect I can do much about, it, the
House rules governing this appro¬

priation bill being what they are.'!

shown its displeasure with the ex¬

isting silver subsidy, would be
unlikely to accept now the $1.29
proviso, although the necessities
of" luy|ir. consuming industry
might* necessitate accepting the
90.50 provision previously de¬
scribed in these pages.

Rep. Frederick C. Smith of
Ohio, long a critic of the silver
statutes, when asked for his views
had this to say: "I am opposed to
all Government price fixing. This
Senate silver proposition after all
is aimed at further debasing the
currency. It is another inflation¬
ary move and certainly this is no
time to make a proposal of this
sort, while the Government claims
to be trying to curb inflation.
"As for the tax-repeal feature

proposed in the Senate, insofar as
the present statutes empower the
Government to control the silver
market, I am against such control.
Thus, I oppose the present tax and
favor its repeal." Mr. Smith said
thai he can t>riedict a fight on th6
rider in its present form, as

changed by the Senators.
Rep. Emanuel Celler of New

York, long an active critic of the
silver purchase statutes, stated to
the "Chronicle":

"Silver must be stripped of all
coddling and must compete with
other metals on its own power

alone. It is silly to continue to

worship silver as a sacred cow.

"As for the silver rider now

pending in the Senate, the attach¬
ing of a rider, to an appropriation
bill is an abominable practice, and
the House rules ought to be

changed to prevent it.

"The Senate rider, as I under¬
stand it, increases the price Of sil-

Young, fla! &Ooikin
To Open May 15
Young, Aal & Golkin will open

as of May 15th at 115 Broadway,
New.York City. The firm will dq
a general unlisted business. Mem-t
bers of the firm will be Theodore
R. Young of J. Arthur Warner &
Co.; C. Jerome Aal of Abraham
& Co.; Sol Golkin of Wertheim &
Co.; and John Keener of Wert-,
ieim & Co. who will be cashier
for the new firm. .
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Managing the Debt
(Continued from first page)

debt is nandled over the coming
years will depend in large meas

i ure the answer to our most press

ing economic problems.

Inflation of Money Supply

"J? Let me begin by reviewing
bLc**y a few tacts. We have just
linisned a war that cost us well
over $300 billion. We could not
finance it by cash obviously. In¬
to we financed it by an expan-

. sion of $230 billion in our govern¬
ment debt. A good part of that
debt was placed with the banks.
As a consequence, bank deposits
rose by about $100 billion to about
$165 billion. Bank deposits and
currency together now amount to
nearly $200 billion or about triple
wnai they were before the war.
That is inflation—an enormous

inflation of the money supply.
? Whenever banks increase their

holdings of government securities
there is an increase in bank de¬

posits. The problem before us at
this time is how we can halt a
further monetization of the debt.

In other words, how can we ar¬

mrest the further purchase of gov-
»ernment debt by the banks, which
creates deposits, without precipi¬
tating a collapse of government
Ibond prices or a severe rise in the
fcost of servicing the debt?
» •/..«/-v.

% Factors Leading to Present
Situation

I would like to run over briefly
some of the factors that have cre¬

ated the present situation. In or-
, der to facilitate war financing the
^Federal Reserve System threw
mp$n its reservoir of credit to the
banks. The Federal Reserve banks

/ established a buying and selling
rate on Treasury bills of % of 1%.
The commercial banks could take

■

their Treasury bills to the Federal
Reserve and sell them at %%
discount and at any time they
-could buy back similar amounts
'of corresponding maturities at the
'same price! In other words, the
banks were given what was in ef¬
fect a "put and call" on Treasury
bills at this highly advantageous
rate. In addition, a preferential
discount rate of lk of 1% was

*

established on short-term gov¬
ernments maturing within a year.
The effect of these two arrange¬
ments was to make-: ghort-term
governments for the* banks the
equivalent of interest, bearing

|rcash.'"s/t^^-^' ' ..

Decline in Interest Rates

As a result of these* and other
'measures, a point of view devel¬
oped on the part of banks over a

period of time that government
securities were riskless assets. The
luce deficit of the war conse-,

quently was financed at declining
tales of interest, father than at
•rising rates, as might have been
expected. For example, between
iiaich of 1942 and V-J Day the
yield on taxable bonds of 7 to 9
ye^rs maturity dropped from
1.82% to 1.59%. On 15-year bonds
the yield dropped from 2.43% to
2.36%. The price of six long-
ferm bonds went up from 101Y* to
101 25/32.
With the increasing develop¬

ment of the notion that govern¬
ment bonds were riskless, regard¬
less of maturity, the banks began
to reach out more and more for
•the 'ongerjmaturities, which car-
ried a higher rate of interest; lit
the last 18 months of the war the
(insured commercial banks of the

^country showed almost no change
at all* in'their holdings of short-
term governments, but their in-

1Vestments in Treasury bonds went
tip 60%. There developed a so-
called triple-play in government
securities whereby the banks put
their short-term governments into
the Federal Reserve and used the
funds so obtained to buy long-
term governments from non-bank
holders. These, in turn, sub¬
scribed to issues of government
jbonds not eligible for purchase by

commercial banks. Thus there was

a tendency for more and more
debt to go into the hands of the
banks, resulting in increased de¬
posits, and there was also a rather
rapid up-bidding of the price of
government bonds.
I have cited the figures on the

yield of government bonds be¬
tween early 1942 and V-J Day.
They showed a rather moderate
decline. Subsequent to V-J Day
that decline was accelerated. For

example, the yield on 7 to 9 year
taxable bonds, which had been
1.59% on V-J Day, was 1.28% at
the end of March. The yield on

15-year bonds in that period went
down from 2.36% to 2.08%.
That situation could be excused,

I think, while the war was on.
It would be very unwise to allow
the pattern to continue now that
the war is over. To allow it to
continue would aggravate the
dangers and potentialities of infla¬
tion by permitting a further and
further monetization of the debt.

Ife would lead, in addition, of
course, to a constant further
cheapening of money rates with
all the problems a falling rate of
interest creates for the various

thrift and financial institutions.

Cheap Money Really Expensive
I am definitely not opposed to

low interest rates, but I am a firm
believer in the ancient motto:

"Nothing in excess." There comes
a point when cheap money ceases
to be a bargain and becomes in¬
stead something too expensive for
our economy to afford. If we are
to continue to encourage or con¬
done a very material further
cheapening of money rates, we
shall have to pay a very high
price in aggravation of our post¬
war inflation and the discourage¬
ment and embarrassment of all

forms of thrift. It would be a bold
man who would undertake to say

precisely what is the correct level
of interest rates at any particular
time, but I do not think there is
any sensible man anywhere who
will argue that a further material
decline in money rates from their
present levels is needed or de¬
sirable; What is, I think, especial¬
ly important at this time is to re¬
duce the current uncertainty
which exists with respect to the
intentions of the Treasury and
the other fiscal authorities.
Within recent months we have

been hearing of a great many
schemes for reducing the yield
which banks derive from their

holdings of government securi¬
ties. The mildest of these reports
is the suggestion that from now
on banks cannot expect to get
from the Treasury any securi¬
ties yielding, more than % of
1%, That alone goes far to ex-
ain the recent action of the

banks in reaching out to increase
their holdings of long-term gov¬
ernment bonds. They were trying
very naturally to hold up their
average return,. for if the banks
were to get nothing but % certi¬
ficates in the future that would
create a very severe dent in their
earnings. During 1945 for exam¬
ple the statewide average yield
here in New York State on gov¬
ernment securities held by the
banks was 1.28%, the yield for
New York City banks being 1.25%
and that for the upstate; banks
1.47%. But if the4 yield On their
government securities were to be
cut to % of 1 % the net current
operating earnings of the upstate
banks in New York Would be re¬
duced from 9.49% last year to
3.78%.

Declining Money' Rates and
Bank Earnings

So, you see, it would, mean a
great deal to the banks. More¬
over, the commercial banks, as is
not often realized, have very
large thrift deposits. Their thrift
deposits are almost twice as large
as the deposits in mutual savings
banks. In some of our smaller up-

//'/:

state banks thrift deposits amount
to as much as 60% of all deposits.
It is hardly necessary to point out
how difficult is the problem that
is created for' savings banks and
insurance companies by the de¬
clining rate of interest.
From the standpoint of bank

supervision this is a situation that
causes great concern. One of the
big problems of bank supervisors
is to see that bank capital some¬
how or other is increased in a de¬

gree commensurate with the great
increase in deposits that has taken
place. At present the ratio of
capital to deposits of all the in¬
sured commercial banks of the
country is not much better than
6% as against the traditional 10%.

If the Treasury permits a con¬
dition to continue which encour¬

ages an expansion of bank de¬
posits while adversely affecting
bank earnings it will no#t be possi-*
ble to build up these capital ra¬
tios. Then we may have to see a

limitation of bank dividends and
an increase in service charges.
Such a situation- would tend to
weaken the banking system.
A number of plans have been

proposed for calling a halt to the
monetization of the government
debt. The most widely discussed
of these are proposals which in
one form or another would freeze
bank holdings of governments at
a reduced rate of interest in such
a way as to relate these holdings
directly to bank deposits. Sugges¬
tions along this line have. been
made by the CED and by Dr. Si¬
meon F. Leland, Chairman of the
Federal Reserve Bank of Chicago:4
But the basic proposal of which
all others are mere variants is the
so-called certificate reserve^..plan,
which was advanced by LavvrOflee
H. Seltzer, professor of economics
at Wayne University.

The Seltzer Certificate Reserve
Plan

Under this proposal every bank
with deposits of more than, say,
a million dollars, would be re¬

quired to maintain certificate re¬
serves equal to stated portions of
its deposit liabilities, such as, for
example, 65%, in addition to other
reserves required to be main¬
tained by Federal or state regu¬
lations. These certificate reserves,
it is suggested, would bear inter¬
est at 1% and would be callable
for exchange into like securities
bearing a lower or higher rate of
interest or for final redemption at
any time upon four months' no¬
tice. They would be payable upon
demand of any bank. The rate of
interest would be fixed by Con¬
gress and the Federal Reserve
would be empowered within lim¬
its to vary from time to time the
percentage of reserve certificates
required.
To my mind there are a num-

er of objections that may be made
to this plan. It involves imposing
upon the banks a very rigid pat¬
tern that would be disturbing to
their customer relations. It would
reduce the earning power of the
banks, thereby jeopardizing their
capital position. It would tend to
weaken the dual banking sys¬
tem by tying all banks still more
strongly under the control of the
Federal authorities!

not use, paying interest on it. So] that are appropriate to the rfe-
presumably the money would be quirements of peace.

But, beyond that, such a
entails a very serious defect
which would completely defeat
the purpose for which it is ad¬
vanced for the plan would entail
a multiple expansion or con¬
traction of deposits. Let me give
you an example. Let us suppose
that bank deposits were increased
$100 as a result of a baiik loan or
investment. Then $65 worth of
these reserve certificates would be

required, and that would create
$65 of new deposits because the
$65 would be paid into the Treas¬
ury for the certificates. And we
are not to presume, I suppose, that
the Treasury is going to sit there
indefinitely with money it does

spent and that would inevitably
create a deposit.
This new deposit, in turn, would

require a reserve of 65%, or

$42.50, in reserve certificates.
That would creat a new deposit
of that amount which, in turn,
would require a reserve of 65%;
and so on the process would con¬
tinue until in the end the banks
had purchased $186 of certificates
and deposits would amount to
$286.
That is what would happen as

the result of a $100 rise in bank
deposits resulting from a com¬
mercial loan. That is the least that
would happen. Conceivably, the
multiple - effect could be very
much greater, because if the banks
lacked reserves and the Federal
Reserve Bank supplied those re¬
serves through purchases of se¬
curities form non-banking holders,
this is what would happen: A
$100 increase in deposits created
by bank loans or investments
would require $85 of open-mar¬
ket operations by the Federal
Reserve to put the banks in
funds with which to build up their
necessary certificate and regular
reserves. That would result in $85
of new commercial bank deposits
which would, in turn, require
another 85% of open-market op¬
erations to supply the necessary

reserves, and so on, taking 85%
of 85% of 85% until the relation¬

ship between reserves and de¬
posits would be restored only
when deposits amounted to $667.
This particular plan to cure in¬
flation, as you can see, would have
.exactly the opposite effect. Of
course it would have the corre¬

sponding multiple effect in reverse
if bank deposits were reduced
through repayment of a loan or

sale of an investment. So I think
that that plan must be pronounced
unsuitable for the purposes for
which it has been brought for¬
ward.

Here is one of those interesting
cases where ingenuity outruns
common sense. It is to my mind
illustrative of a fatal defect that
runs through so much of current
thinking and discussion about the
difficult financial and economic

problems that face us. It is what
I like to call "gadget thinking".
It rests upon the delusion that our
problems can be solved if* only
some bright fellow will invent
some ingenious and brilliant -de¬
vice. It rests upon the delusion
that there can be applied to the
field of the social sciences the
same sort of scientific ingenuity
which has developed radar, the
Norden bomb sight and the auto¬
matic pilot in the field of aviation.
But that is sheer delusion. In
economics and in sociology we are

dealing with an invention far
more complex than the airplane.
We are dealing with God's unique
invention—man; and man, for
better or for worse, is not sus¬

ceptible to the guidance of auto¬
matic pilots. If he were, he would
never have been able to invent
radar. But if our fiscal authorities
would give up the search for some
brilliant stroke of genius that
could painlessly solve the prob¬
lems that confront them, I think
they might find. that less spectacu¬
lar, but more effective solutions
are close at hand. - •

"A Slick Patented Gadget Idea"
*

of the mbhetiza-
tion of the debt with its intimate

beating upon theproblem of in¬
flation and of future economic

stability in our own country and
the world is a dangerous and delL
cate problem. But the: greatest
danger is that we should fail for
some slick patented gadget idea
instead of tackling it in a simple,
common sense manner.
'

The war is over. We are at¬

tempting to achieve reconversion
to a sound, peacetime economy.

Accordingly, the. fiscal policies
which were appropriate to war
should now be changed to those

A Peacetime Fiscal Program i

First, of course, the Federal
budget should be balanced. It will
not oe possible to control the in¬
flationary effects of the national
debt, if that debt is permitted con¬

tinually to increase. The present
proposal before Congress to place
a limit of $275 billion on the debt
was a hignly desirable move in
that direction, although under this
proposal the actual limit is not
$275 but $285 billion. f ;

Next, the Federal Reserve Sys¬
tem should be released from its
subservience to the Treasury In
order that it may take plain but
moderate steps to regain control
of credit. I am delighted that al¬
ready one small step in that direc¬
tion has been taken in the form of

the elimination within the past
ten days of the preferential dis¬
count rate on governments matur¬
ing in one year. That step should
be promptly followed by eliminat¬
ing the % % "put and call" oh
Treasury bills. These two arrange¬
ments were purely wartime
measures. They have no place in
the peacetime economy or in the
proper operations of a central
bank. In this connection the Feci-
eral Reserve banks might well
allow some gradual run-off ip
their government securities port¬
folio, thereby exercising a mildly
tightening effect on credit.

An Omen Toward Soundness *

These measures are not drastic
and they are not novel at all; yet
they could have a very consider¬
able effect. They would be a sigr
nal, so to speak, that the free ride/
is over. It ihust be borne in mind*
that the situation we face at thijs
moment is to a considerable extentf
psychological. The banks, have
finally, many of them with much
reluctance, come around to the
point of view that governments,
are riskless and that this is a

one-way market. I doubt whether
the recent period of weakness in
the government bond market ha£
done much to alter this point of
view.

It would only be necessary to
get the notion bruited abroad that
long-term governments can no

longer be purchased with com¬
plete assurance of a continued rise
in price, in order to have a very

large part of the present problem
disappear overnight. But it is *

equally important to avoid an

abrupt reversal of the present
viewpoint. It is for this reason thaj
I .suggest the appropriate meas¬
ures should be mild in character*
and of a familiar type rather than
novel and extreme.

. <

Curtail Deposit Expansion
The next major step, I think,

should be to arrest a further ex¬

pansion of bank deposits.. The
great expansion of bank deposit
money that has taken place con-r
stitutes the . basic - inflationary *
factor in our economy. Accord¬
ingly, the sensible thing. is to
avoid further

. ihcf^ses, especi- ;

ally until such time as production
has .had an. opportunity to .catch
up with the swollen means ol
payment. „. . % . . , t..

At . this .point 1«should like to
emphasize I am not advocating
any drastic of- privately
held bank deposits. I do think; \
however, * that * there are * some
reasonable measures that could be

prudently, adopted. For,example,-
,th¥ fTr&Sury now holds about42#
billion in deposits/in commercial
bankSr This money-should not be
allowed* to^ get Inter5 the hands oi
individuals, as would- be the case
if it were spent. - - - /V,." " '

• At the present time these bal¬
ances are government deposits.'
They.are inactive, "but if the
Treasury spends them either for
general purposes or to* redeenr
government securities that are in
the hands of the public, the de-.
posits would pass over into -the
hands of the public and add to
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the money supply and to the in¬
flationary potential.- Instead, I
think, what the government should
do is to extinguish these deposits
by using them to retire govern¬
ment securities held by the banks.
This is a most important point.
If these deposits, now held by
the government were to be trans¬
ferred into private deposits they
would add to the existing vplume
of privately held commercial bank
deposits by nearly 25%.
: In this direction also something
has been ' accomplished. The
Treasury, in accordance with the
plans announced earlier in the
year has recently retired $7 billion
of government securities. But the
process can and should be carried
much further. The existing large
volume of Treasury deposits in
commercial banks should be ex¬

tinguished and not permitted to
become a part of the inf ated
money supply at the disposition
of the public. If this is done, of
course, it will be necessary for
the Treasury to raise some addi¬
tional funds to meet its current
heeds. Every effort should be
made to raise these funds outside
6i the commercial banks.

2*4% Top Issue Suggested
I would suggest that there be

provided a lqng-term tap issue
carrying, say 2Vi%—perhaps even
4 trifle more—and that this issue
should be sold to savings banks,
insurance Companies and' other
non-commercial, bank investors. In
a%ddition, commercial banks should
fee permitted to subscribe to these
bonds in ah amount directly pro¬

portionate to the expansion of
their thrift deposits. In this way,'
institutions which are repositories
of savings would have assurance
of Obtaining a reasonable amount
6f high-coupon governments and
would have no excuse for bidding
hp outstanding issues. In short,
the tendency would be to put a
ceiling on government bond prices.

Banks Should Stand Pat

On Governments

As a further essential measure

the banking institutions of the
Country should be asked to co-

operate voluntarily in a program
tp arrest monetization of the debt.

"fyt effect, the banks should be
aSked to stand pat on their present
holdings of medium and long-
term governments. I know that
many people will regard such a

suggestion as Utopian and even
naive. But the British and Cana¬
dian: Governments have found it

possible to rely heavily on vol¬
untary action. I am not prepared
to believe, without proof, that our
bankers are any less patriotic and
intelligent than their British and
Canadian counterparts.

; We have in New York, for ex¬

ample, 270 State-chartered com¬

mercial banks with resources of
about $24 billion, and 131 savings
banks with assets of over $9 bil¬
lion. I am talking only about the
State-chartered banks, but they
represent nearly 20% of the bank¬
ing resources of the country. I
have some knowledge of the men
Who run these institutions. I know

that they can be counted upon, if
properly approached, to cooperate
with any sound program that
makes sense and is clearly ex¬

plained. Anyone who doubts that
they would cooperate on that
basis greatly under-estimates the
patriotism and good sense of our
bankers. At all events, it seems

to me it would be far better to see

what we can do t m the,way; of
voluntary action < than. ; td Waste
any more time blueprinting Rube
Goldberg schemes for putting the
banking: system into a ; straight-
jacket. »

- Some interest Rise Justified
'

Finally, I think it should be
made clear that none of these
measures constitutes an abandon¬
ment of an easy money policy.
The measures I have suggested
might possibly result in some in¬
crease in the interest cost of the
debt I can see no reason to fly

into a panic about that. It should
be made=13S£f that the Treasury
and the Federal Reserve System
are not abandonihg^M easy money
policy; ,thaftftey are merely ad¬
ministering some mild correctives
to existing excesses. It should be
strongly emphasized" that any
sharp fall in the price of govern¬
ments woihd result in official

support.
Under the circumstances,- I be¬

lieve that the increase in the cost
of carrying the debt would be
very small. But suppose the aver¬

age cost of the debt rose *4%.
That would mean an increase of
between $600 million and $700
million in the cost of debt service.
This would surely not be an ex¬
cessive sum to pay to curb infla¬
tion. We are paying far larger
sums than that for subsidies to
conceal the effects of inflation.
The Administration has been ask¬

ing Congress for nearly that sum
to conceal inflation in housing
costs.

Summary and Conclusions

, To summarize, I would urge the
following steps:

1. Balance the budget;
2. Eliminate the special war¬

time rates for Federal Reserve

credit and permit the Federal Re-

Serve 'jSysf&n; fo reassert its .Cbh-
tro^4a^h^:;*mphey ^market; ;

3; Utilize the existing $20 billion
of-Treasury deposits to retire gov¬
ernment securities held by com¬
mercial banks;

4. Put on tap periodically a

long-term Treasury bond for sub¬
scription by institutions which are

pools of bona fide savings as well
as by individuals;
| 5. Enlist the cooperation of the
banks in a program to stop the
further monetization of the debt;

6. And above all end the exist¬

ing corrosive uncertainty about
the. government's debt policy.
Make it plain that we are not
going to abandon an easy money

policy but make it equally clear
that we do not propose to carry
that policy to totally absurd de¬
structive lengths. . .

! These suggestions, I confess,
:have none of the appeal of novelty.
I do submit that they are reason¬
able and understandable; that they
are practical; that they involve a
minimum of risk. I would not try
to, undertake them all overnight.
I would advance one step at a

time, testing the firmness of the
ground under each step before I
took the next one. With such a

course, I am convinced we can
safely manage our unprecedented
national debt and minimize the

existing postwar inflation.
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—Buckley Brothers, 1529 Walnut
Street, Philadelphia 2, Pa.
Also available are memoranda

on Grueii Watch and Wellman
Engineering.

Butterick Company, Inc.—De¬
tailed circular—BlairF. Claybaugh
& Co., 72 Wall Street, New York
5, N. Y.

Canada Southern Railway —

Memorandum in the current issue
of "Railroad and Other Quota¬
tions"—B. W. Pizzini & Co., 25
Broad Street, New York 4, N. Y.

Cannon Mills—Study of inter¬
esting situation in one of the bet¬
ter textile equities — Eisele &
King, Libaire, Stout & Co., 5G
Broadway, New York 4, N. Y.

this company—Ward & Co., 120
Broadway; New York 5, N. Y. Also
available-are late memoranda on:

American Industries;
Alabama Mills, Inc.; Douglas
Shoe; General Tin; Upson Co.;
New Jersey Worsted Mills; Mo¬
hawk Rubber; Aspinook Corp.

Dwight Manufacturing Co.
Descriptive analysis—du Pont,
Homsey Co., 31 Milk Street,
Boston 9, Mass.

Eastern Engineering—Special
report—Amos Treat & Co., 40
Wall Street. New York 5, N. Y.
Also available are special re¬

ports on Automatic Signal and
Northern Engineering Works.

Current memorandum and bal¬
ance sheets-Doyle, O'Connor &
Co., 135 South La Salle Street,
Chicago 3, Til. • • - v :'; ^ \-i/

Miller Mariufacturhig Cd.^-An*
alysis of current situation and
prospects for 1946—Comstock &
Co., 231 South La Salle Street,
Chicago 4, 111.

National Gas & Electric Corp.
Late memorandum on a stock

offering combination of improving
utility income, together with ex¬
cellent speculative possibilities
from oil developments—Fred W.
Fairman & Co., 208 South La Salle
Street, Chicago 4, 111. i

New Amsterdam Casualty Com¬
pany—Study of interesting situa¬
tion—Geyer & Co., Inc., 67 Wall
Street, New York 5, N. Y. >a.-

Central Paper — Descriptive
circular—Adams & Peck, 63 Wall
Street, New York 5, N. Y.

Central Paper — Descriptive
Circular—Seligman, Lubetkin &
Co., 41 Broad Street, New York
4, N. Y.
Also detailed circulars on Upson

Co.; Tennessee Products; Well-
man Engineering Co.; Shatter¬
proof Glass; Doyle Manufacturing;
Textiles, Inc.

Chicago South Shore & South
Bend RR.— Revised bulletin —

Doyle, O'Connor & Co., Inc., 135
South La Salle Street, Chicago 3,
111.

Commodore Hotel, Inc. — De¬
scriptive circular—SCIigman, Lu¬
betkin & Co.. 41 Broad Street,
New York 4, N. Y.

' Consolidated Gas Utilities and
The Chfcagd^Ubrp.—Circulars—
Ricks & Price, 231 South La Salle
Street, Chicago 4, 111.
! Also available is a recent mem¬
orandum on The Muter Co.

;L. A. Darling Co.—One com¬

pany in four growth fields —

Analysis for dealers only—More-
land & Co., Penobscot Building,
Detroit 26, Mich.

Dayton Malleable Iron Co.—
Study of outlook and speculative
possibilities for appreciation for

, Federal Water & Gas Corp. —
Memorandum—J. G. White & Co.,
Inc., 37 Wall Street, New York 5,
N. Y.

Grinnell Corp. — Memorandum
—Boenning & Co., 1606 Walnut
Street, Philadelphia 3, Pa.

Hammond Instrument Co. —

Analysis—Caswell & Co., 120
South La Salle Street, Chicago
3, 111.

Kansas City Southern— Memo
—Vilas & Hickey, 49 Wall Street,
New York 5, N. Y.

Kinney-Coastal Oil Company-
Analysis—James M. Toolan & Co.,
67 Wall Street, New York 5, N. Y.

Le Roi - Company— Study of
common stock as a sound specu¬

lative purchase— First Colony
Corporation, 70 Pine Street, New
York 5, N. Y. Special letters avail¬
able on Dumoitt Electric Corp.;
Princess Shops; Electronic Corp.;
District Theatres Corp.; and Sim¬
plicity Pattern.

Lehigh Valley RR.—Circular-
McLaughlin, Reuss & Co., 1 Wall
Street,.New York 5, NVY.

_

Midland Utilities Company and
Midland Realization Company —

Analyses—Ira Haupt & Co., Ill
Broadway, New York 6, N. Y. ;Z

New England Lime Company-*
Descriptive circular—Dayton
Haigney & Co., 75 Federal Street,
Boston 10, Mass.

Pacific American Investors, Inc.
—Memorandum on leverage trust
—Kitchen & Co., 135 South La
Salle Street, Chicago 3, 111.

Panama Coca Cola—Circular on
interesting possibilities — Hoit,
Rose & Troster, 74 Trinity Place,
New York 6, N. Y.

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

Shelter Manufacturing Corp. -

Recent report—Mercier, McDowell
& Dolphyn, Buhl Building, De¬
troit 26, Mich.

Simplex Paper Co.—Descriptive
analysis discussion potential post¬
war benefits to the company from
the automobile, building, and
frozen food industries—Raymond
& Co., 148 State Street, Boston 9,
Mass.

r.tV* £.■>»•£ ,

UtiTities Company ;and
Midland Realization Company—

I.'. J

Greene President of
Collateral Discount
George M. Greene, one of the

organizers of the Collateral Dis¬
count Corporation, 420 Lexington
Avenue, New York City, a Direc¬
tor) and Vice- / ,

President, has
been elected
President ac¬

cording to an
announcement

by Mr. Arthur.
J. Morris,
Chairman :: of
the Board.

Mr. Greene

is a native
New Yorker
and has spent
h i s .:entire
business

career in the
, :

banking : and George M. Greene i
f i naticing ^ '
business, specializing in sh6rVan(L
long-term corporate financing as"
Well as loans to individuals se¬
cured by marketable securities,
life insurance policies, etc. \ \ j

, Mr. Joseph C. Rovensky, for¬
merly Vice President of the Chaser
National Bank* and Mr; Uowarcl
C. Thurman are newly elected
members of the Board of Direc¬
tors, which includes Arthur J.

jMorris," J. A, Bancroft, J. P.
Christianson, G. M. Greene, Thor-

'

burn Reid, Jr. and C. L. Williams*

;V

Spokane Portland Cement-
Bulletin on recent developments—
Lerner & Co., 10 Post Office
Square, Boston 9 Mass.

Sports Products, Inc.—Circular
—Hardy & Hardy, 11 Broadway,
New York 4, N. Y.

Standard Stoker Co., Lie. —

Study of situation and outlook
—G. A. Saxton & Co., Inc., 70 Pine
Street, New York 5, N. Y.

Steel Products Engineering Co.
—Survey on manufacturers of
"Combustioneer," an automatic
stoker—J. Roy Prosser & Co., 52
William Street, New York 5, N. Y.

Sterling Motor Truck Com¬
pany— Circular— Adams & Co.,
231 South La Salle Street, Chicago
4, 111.

Thermatomic Carbon Co.

—Circular—Hoit, Rose & Troster,
74 Trinity Place, New York 6,
N. Y.

flrleigh P. Hess Is
Forming flwir Company
PHILADELPHIA, PA.—Arleigh

P. Hess & Co. is being formed
with offices at 1606 Walnut Street,
by Arleigh P. Hess and Arleigh P.
Hess, Jr. Mr. Hess was formerly
in the U. S. Army Air Forces and
prior thereto was a partner in
Boenning & Co.

BIyth & Co. Adds Six to
Staffill Los AngeieS
LOS ANGELES, CALIF.—Blyth

& Co., Inc., 215 West Sixth Street,
have added to their staff Jack C.

Bomke, Richard D. Carpenter,
Loy F. Peterson, Luther D. Prater,
Rufus G. RodgCrs, and Eugene A.
Shurtleff.'

Sartorius Named to

Hospital Regents
Irving A.* Sartorius^' # jmembetf

of the Stock Exchange firm of
Sartorius and Company, has been;
elected to the Board of Regents of
the Long Island College Hospital,
it was announced ,. by Colonel
Tracy S. Voohees, president of the
Board of Regents. >

, Ar veteran ,of • both World Wars*
Mr. Sartorius recently; was dis-*
charged from the United States
Coast Guard in which he served
for three years as a Lieutenant
Commander in both the Atlantic
and Pacific theaters of operation.
During World War I, he ;was
commissioned a Second Lieuten¬
ant inthe ArmyFfeld^tniei#ht
:U4to^:-Z4chary: .Taylor and also
served at the Artillery School of
FteC at.Fort Sill, Oklahoma* ' \., !
Mr**;Sartorius,. who held :a seat

in the New York Stock Exchange
from 19ie to 1930. was a senior
partner in the brokerage firip, of
Sartorius and Smith prior to be¬

coming associated with his present
company. He received hisB.,S»
degree from the Sheffield Scien¬
tific School at Yale University in
1914. • ftj ft
Mr. Sartorius, who resides at

the Hotel Langdon, 2 East 56th:
Street, Manhattan, has been active;
for many years in philanthropic
projects as a member of the West-'
ChesterCounty CoordinatingCom^
mittee, which supervised the
county work with war refugees,
and as a member Of the Board of
Directors of the Recreation Rooms
and Settlement of New York City.

Serving as members of the
Board of Regents of the Long Is¬
land College Hospital ar^ GeorgA
C. Johnson, A. Edward^herr^Jr,,
Richmond L. Brown^CCbrge*Whit*

lock, Henry C. Tmher^Lawrenca;
C. Hull, '3£, ,;Cli$3k
DrapCf; Mis< GencVteY®-tBil-Ear)^'
Cbarle3 V.. Grahkm; > John -- S.
Reegan,^ Mrs/ Donald M. Oen*
slager, Dr. J. Sturdivant Read*
Mrs. Fedor. L. Senger, Mrs. Theo^
dore C. Streibert, Dr. John F.
Thompson, James C. Chilcott
Charles W. Franklin, Peter V. D.
Voorhees, Cyril J,( Redmond, and?
Louis W. Munro. / ; ^
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Anglo-American Loan Terms Crippling to Britain
(Continued from page 2507)

moment neither we, x.or anyone
else in the world, are yet in a

-position to export on a really sub¬
stantial scale. America win have
tp lend, through public or private
channels, it sne wan.s to export,
whether she lends to trie public
or through private channels. She
will lend, if she is wise, to those
who are, by their resources and
their character, most liKeiy to re¬

pay, and will avoid imposing con¬
ditions which will make repay¬

ment difficult or impossible.
1 have no doubt whatever my¬

self that we can repay the loan
now proposed, and in tar less than
50; years, if we remain free agents.
That is to say, if we are free to
control our external trade so as

to sOit the needs of employment
and production in this country;
if we are free to maintain and

develop ;he fruitful expansionist
policy of Imperial Preference and
of the sterling system within our
OWrt family of nations; if we are
free to make mutually profitable
trade arrangements witn foreign
countries, and not least with the
United Sta.es. 11", on the other
hand, we are to be bound hand
and foot by what I regard as out-
of-date theoretical schemes under
which we are to sacrif ice the con¬

trol over our own home market,
eliminate preference, abolish the
sterling system and abandon all
hope of something be.ter in for¬
eign trade agreements than the
obsolete and restrictive Most Fa¬
vored Nation Clause, then, I say,
with all the earnestness that I can

command, that we shall. not be
able to pay our way at all and
shall most certainly not be able
to repay the loan.

The View Ahead

Let me remind you of the po¬
sition which this country will have
to face in the years ahead of us.

We have lost more than half of
our income from overseas invest¬
ments. Much of our income from

shipping, insurance and finance
has gone. It is estimated that, if
we are td keep our heads above
water at all, we must in future
increase the volume—not merely
the value—of our exports by some
75% over the immediate prewar
jrears. As our,: exports of food¬
stuffs and raw materials are a

small and I fear stationary ele¬
ment In the whole, it means that
^e shall have at least to double
pur export of manufactures. Where
and how are we to do. this? The
European market is not exactly
promising or likely to be what it
was for many long years to come.
Elsewhere there are many once
-profitable markets where we shall
find: ourselves, increasingly re¬

placed by local production. We
..'have, I . am sorry to say, long
{Ceased to be the world's cheapest
producers over the fieldof industry
taken as a whole. Our relatively
small-scale industries cannot com¬
pete easily with ;he surplus of
America's immense volume of pro¬
duction. On the other hand, our
standard of living and our over¬
head of taxation are far higher
than those of many other coun¬
tries whose equipment andmanual
skill are no whit inferior to ours,

ft is perfectly true that the qual-
;ity of British workmanship will
jalways secure us a considerable

jmarket, - But sunder sheep cut¬
throat open competition we can-

mot acpieWthat gross total vol-

jUme- of exports "which we must
have in order to secure those raw

^materials and foodstuffs essential
to our lifSj Exports for us are

pot merelya .convenience, a use-
jful flywheel in our productive
economy; they are the only way
[by which we can earn our daily
read, •

A Free Hand

, In these circumstances, we must
have a free hand. Our first duty
;will- be to exercise a strict econf
limy over the expenditure of the

* • *=

!

line of credits now proposed, it
that is granted, whatever credits
we may earn in future by our
exports. We cannot afford to ad¬
mit any but essential imports. We
must take whatever measures may
be necessary to maintain our ag¬
ricultural production at the high¬
est level, regardless of mere price
competition from outside. We must
select carefully the manufactured
goods that we can afford to let
our people purchase. What is
more, we must be free to exercise
a measure of selection as to the
source of our imports. In making
trade agreements we have one

outstanding bargaining asset, an
asset on whose importance Mr.
Hawkins, and more recently, Mr.
Clayton, have rightly laid stress,
namely, the fact that we are, and
always will be, an immensely im¬
portant consumers' market. I can
gee no reason why favored access
to that market should be given
to those who are not prepared
to give us equivalent help in re¬
turn. I am well aware that this
is what the present American Ad¬
ministration calls discrimination,
and is contrary to the interpreta¬
tion of the Most Favored Nation
Clause which the United States
has adopted in recent years. All
I can say is that the old American
interpretation was much better
calculated to promote trade ex¬

pansion. The present rigid inter¬
pretation is a direct obstacle to
the lowering of tariffs by mutual
agreement. . It means that con¬

cessions which might be given to
the other party in a deal are not
given at all because the whole
world has to be let in on the same

terms, while the other party's
concessions are hardly worth se¬

curing if they have to be shared
with every competitor. In those
circumstances the most paying
thing for a country is to sit back
and hope chat someone else will
make the concessions for you, or
else * to dodge the spirit of the
clause by ingenious over-detailed
classification.

Economic Preferences

Happily, we made it clear to the
world nearly 50 years ago, and
have done so in every trade agree¬
ment since, that the Most Favored
Nation Clause does not apply to
trade within the British family
of nations. During , that half-
century the preferential deduction
of duties freely given, by Domin¬
ion Governments on British im¬

ports have been a most important
standby in our whole economic
life. They became even more im¬
portant when, for the first time,
this country reciprocated fully
under the Ottawa Agreements.
Under those agreements our trade
expanded remarkably in every
direction. Over the five years,
1932-37, our exports to British
countries rose by 52%, and our
imports from British countries
rose by 64%. This was not at the
expense of our trade with the
outside world, with which our ex¬

ports, over the same period, rose
by 35% and our imports by 37%.
To suggest that the greater rela¬
tive increase of our inter-Empire
trade was at the expense of our
trade with other countries implies
a stationary conception of trade
which has no justification what¬
ever. Our foreign trade expanded
because our producing and con¬

suming power, was increased by
our inter-Empire trade. Indeed,
;if it had not been for the mutu¬
ally expansionist effect of the
Ottawa Agreements, each country
in the British Commonwealth
would have been driven* as the1
European countries were, to much
higher tariffs, and to restric'»ive
quota, barter and exchange de¬
vices in order to meet the acute
world situation. The total trade
of the Empire with foreign coun¬

tries would, have been less and

not more, but for the Ottawa
Agreements.
Even before the war the British

Empire, thanks very largely to
preference, took more than half
our total manufactured exports.
We cannot possibly give up this
market and its opportunities for
further expansion and still pay
our way in the world under con¬

ditions of promiscuous cut-throat
competition. Given our freedom
to pursue the policy of balanced,
cooperative expansion which I
have outlined, we can also con¬

duct a steadily increasing trade
with the United States as well as
with other countries and, as I
have said already, should find no

difficulty in repaying the loan.

Political Preferences

I have dealt with this question
of preference purely on the eco¬

nomic side. But it is also essen¬

tially a political question. To
deny the right of the British coun¬

tries to give each other whatever
preference they choose is to deny
the right to the British Common¬
wealth to exist as an entity. We
are just as much entitled to re¬

duce our tariffs to each other, or
to have free trade with each other
if we choose, as the various States
of the American Union are to
have free trade with each other

or, if it suited them, to set up
inter-State tariffs. We are as en¬

titled, and as bound morally, to
give each other help and support
in trade as we are in defense.
The preferences we give here are
of great importance to many in¬
dustries in the Dominions and
mean life or death to many colo¬
nies for whom we stand in the

position of trustees. These are

responsibilities and duties which
cannot be bargained away for
lower tariffs in the United States
or anywhere else. In any case,
they are our own concern and no

one else's. Forgive my speaking
very plainly, but I am only voic¬
ing the resentment which millions
of my fellow countrymen here,
and in other parts of the British
Commonweal ih, are feeling at the
pressure which has been put on

us, in our immediate difficulties,
to induce us to acquiesce in the
abandoment of our right to help
each other within the British
family.

Sterling
What I have said about the

economic aspect of preference
equally holds good about sterling.
Unlike gold, the quantity of which
is fixed at any given moment,
sterling is an elastic currency
which expands to meet the needs
of trade and production—a much
better currency than gold. It was
a vital factor in our recovery af¬
ter 1931. It played no small part
in seeing us through the war. If
sterling is left to adjust itself over
the next few years it can be an

immensely important factor in
stimulating productive energies
over the whole sterling area, and
so increasing the trade of that
area with the outside world. In¬
stead of that, the American Treas¬
ury seem determined to wreck
sterling. They have made it part
of the Loan Agreement thatwithin
a year of the effective date all
sterling arising from current
transactions within the sterling
area are to be released—in other

words, freely exchanged for gold
and dollars. What does that mean?
It means that we shall be bound
to pay gold or dollars for what¬
ever we buy in the sterling area,
and shall, therefore, have so much
less available for our purchases in
the United States. America will
not get one cent more in the way
of exports, but our power of re¬
covery and of repaying the loan
will be seriously weakened. Again,
if vast quantities of sterling are in
this, way thrown, on the -world
market,

_ sterling will depreciate.
An inevitable invisible tariff will
thus be set up in all. sterling

countries against American ex¬

ports, and Bretton Woods will be
in difficulties from the start. If
the American Administration had

deliberately wished to make re¬

payment of the loan difficult—
and in my opinion impossible—
they could not have done better
than tie to it all the strings they
have done.
I know that there are those, not

only on the other side of the At¬
lantic, who will say that my fears
are unwarranted. They suggest
that under the policy which the
United States are pressing upon
us there will be such an expan¬
sion of world trade that there will
be room not only for that trebling
of American exports which Presi¬
dent Roosevelt spoke of, but also
for that doubling of our manufac¬
tured exports which are essential
to our existence. I believe those
who hold that view to be griev¬
ously mistaken both as regards
the advantages America or the
world might gain from that pol¬
icy, and as regards the likelihood
of the world, as a whole, seri¬
ously adopting it.

Internationalist Economy
That policy is associated in

America with what is known as

the New Deal. It was a New Deal
once. It was the British New Deal

of the year 1846, when the world
economic situation and social and

economic conditions were much
more favorable to its successful

working than they are today. We
thought then that we were giving
a lead which all other nations
would follow. They knew better.
The United States were among
the first to reject a purely com¬

petitive price policy and to con¬

centrate on the development of
their immense latent human and
material resources in order to

protect that development from
competition by the lower-paid la¬
bor of the outside world. Look

at the amazing result! Germany
grew to industrial greatness by a

similar policy of deliberately fos¬
tering production. More and more
other nations followed their lead,
whether for the sake of expand¬
ing production or of maintaining
the standard of living of their
working class or the stability of
employment.
All the same, after the First

World War the attempt was made
under American and British in¬
fluence to restore the interna¬

tionalist economy, at any rate ?o
far as the gold standard and, the
Most Favored

. Nation ,, Clause
were concerned. Things went
reasonably well for a time, but
only because the excess of Amer¬
ican exports was counterbalanced
by lavish American investment
and by vast sums spent by Amer¬
icans abroad. When the domestic
boom in the States was succeeded
by slump, Americans stopped in¬
vesting abroad and stopped trav¬
elling. The world's gold was
sucked into America, credit was
everywhere restricted, prices fell
and the great world depression
set in. The story is told with ad¬
mirable clarity in the Report pub¬
lished in 1943 by the United States
Department of Commerce under
ihe title "The United States in the,
World Economy." If only time al¬
lowed I should like to quote
freely from that Report, but I
may mention that it was reprinted
by the British Stationery Office
and can be secured here at the
price of 2s.
Now two things stand out

clearly from that Report. One is
that it was the linking up of the
rest of the world with the iyrir
mense dynamic momentum and
the violent internal fluctuations
of the American economy that
brought about the world depres?
sion. The other is that the various
measures taken by the nations to
protect themselves did effect their
purpose and brought about world
recovery,,and the recovery of the
countries of the sterling bloc are
referred to in the Report as being
outstanding. The recovery of the
United States was slow. Yet some-

Thursday, May 9, 1946?

how or other, the powers that be
in the United States have got the
story upside down. * They have f
persuaded themselves that the !
world depression was caused by; |
the measures which the world 4
took to cure it, and that all the
world needs today is a stronger
dose of the poison that nearly
killed it fifteen years ago.

The Dollar Problem

I have already expressed my
conviction that if we and the
world followed the policy which
the present American Adminis¬
tration is trying to force upon us,

we, at any rate, could not pay our
way .or repay the loan. But I
would add that if the world were

foolish enough once again to re¬

peat the experiment of re-estab¬
lishing the internationalist econ¬

omy of twenty years ago, the re¬
sult would be disastrous for the
world and, not least, disastrous
for the' United States, which Were
the worst sufferers from the after¬
effects of the world depression.
The only way, indeed, as the Re¬
port points out, in which such an

economy could work is if the
United States internal economy
remained entirely free from seri¬
ous fluctuations and if the United
States were prepared to supply
quite steadily all the dollars re¬

quired to make it work. Who is
going to guarantee that? No ad¬
ministration in the United States;
still less a British Government

here.

Moreover, that policy can only-
be made to work in the long run

by America importing more from
the outside world than she ex¬

ports. Lending can only postpone
that necessity for a time, for in¬
terest and repayment have even¬

tually to be made in goods. That
means that America, if she really
means business with her policy,
must not merely lower her tariffs
as a gesture to others, but lower
them so effectively, regardless of
the effect on the balance of Amer¬
ican internal production or the
level of American wages, as to
make sure that her imports will
steadily outstrip her exports and
ensure the interest and repay¬
ment of the loan. That is what
we did, and we did it to the de¬
struction of our agriculture and
the gradual weakening of our in¬
dustries until, at last, after 1931
we realized that only a change of
policy could avert complete and
final disaster. I wonder if the
American public realize what
their official policy would involve
if it were ever carried out?

Alternative Policy
You may ask me, if I criticize

the policy which the United States
Administration has put forward
and to which our Government
here has pledged its support, what
alternative policy have I to put in
its place? The policy I would
commend is, first, to leave it to
every nation to secure the maxi¬
mum of balanced and stable ex-»

pansion within its own boundaries
by whatever measures are best
suited to its social and political
structure, including the control of
its own monetary policy. Sec¬
ondly, to leave every nation free
to make mutually advantageous
arrangements for the expansion
of trade and production with other
individual nations and more par-,
ticularly within groups of nations
whose resources supplement each
other and which, for one reason or

another, wish to work in perma¬
nent association with each other,
mirp mil il;rmpr?,!particul§^ly,U
WOilld&asto America cto approve
and /support, instead of depounc*,
Wgj Britishi jSmpire and sterling
policytpr^pok to securing a
growing sharp ?in the expansion, of-
trade/andprpdnctionwhichwiil
follow; She can do so all thq rpore
effectively ' if " she will revert to
her former and
more sensible interpretation of the
lifost FavoredNation Qause -and;
make specific and, in effect, pref->.
erential trade, arrangements with
the various members of the Brit-

'
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Ssh Comonwealth- for,*the expan¬
sion of their mutual trade. She
can also find a fruitful outlet for
her capital by direct investment
inside the British Empire, as she
has already done in the motor in¬
dustry in Canada and in many in¬
dustries in this country. You, Mr.
Chairman, have referred to the
Goodyear Tire Company, with
which I have the honor to be as¬

sociated. That same Report, to
which I have already referred,
shows how much better this type
of investment is than direct dollar
loans. It creates, so the Report
points out, an international busi¬
ness community making for co-op¬
eration. Being mostly investments
in equities, it means that Amer¬
ica is directly interested in the
prosperity of the countries con¬

cerned; she becomes a member,
not merely a creditor; and, unlike
loans, direct investment automati¬
cally does not call for payment at
times of serious depression. Your
own Chamber; I may remind you,
issued in May last an admirable
little pamphlet on "American Par¬
ticipation inBritish Industry," giv¬
ing good advice as to the lines
that American finance and indus¬

try might follow in this country.

European Trade Bloc

What I urge America to favor
in regard to the British Common¬
wealth I would equally urge her
to follow with regard to Europe.
Let her waive the Most Favored
Nation Clause and encourage the
European nations to form a pref¬
erential union among themselves.
That is by far the best hope for
European recovery. The other
policy is bound to lead, sooner or
later, to depression, repudiation
and, eventually, by reaction, as it
did before, to extreme autarchy
and totalitarianism.

fshall be told that I am advo¬

cating a policy of economic blocs,
and that economic blocs mean

economic conflict and eventually
war. If you will forgive me, that
is pure moonshine. If economic
blocs, as such, are a danger to the
peace of the world, what about by
far the most formidable economic
bloc in#the world, which is com¬
posed of the forty-eight States of
the American Union? If economic
blocs are a danger to world peace,
should not the first step towards
assured world peace be to disband
the United States as an economic
unit? But I would go further.
There is a real danger to the peace
of the world today, and that is if
two predominant economic blocs,
one of them practicing a totali¬
tarian economy and the other
preaching and pressing for the
restoration of the nineteenth cen¬

tury unregulated competitive price
economy, compete for mastery
over an unorganized world of
small economic units, forcing
them, in practice, to join one side
or the other. The true interest of
world peace, in the economic as in
the political field, lies precisely in
the formation of nation groups or

families which can deal on a foot¬
ing of equality with either the
United States or Russia, and which
need not follow exactly the eco¬
nomic policies of either but can
co-operate in friendly indepen¬
dence with both.

American Trade Proposals

That, I believe, is the natural
line of evolution to match modern
world conditions. The United
States1 Administration is, in my

opinion, pursuing a policy'which
is reactionaryi andi;WiR lead them
riowKfe'rc.1 ■ Our bwii Gbvernrrtent
here'Have; I kttcrt#, Veryireluct-
ahtlj^promised to (support 'tliie pol¬
icy?'which is disliked equally' by
their Socialistic1 followers^and- by
their individual Conservative op¬

ponents. They !will; «I-"strongly
suspect, feel much more doubtful
even than they are today about
being able to see their way to
eliminating Empire Preference af¬
ter they have discussed the matter
next month with the other part^
ners in the British Common¬

wealth. I no less strongly suspect

that when it comes to an . inter-;
national - Conference* the Amer~;
lean proposals will be . welcomed
with so many qualifications and
reservations that nothing will be
left of them except a few pious
platitudes. Well, in that case, very
little harm will have been done.
The commercial proposals will
fade out and we shall all go ahead
with such economic policies as
suit our several needs. Trade be¬
tween Britain and the United

States will flourish; it will, of
course, flourish because it is in
the interests of both. We shall re¬

pay; we can do it in our stride,
whatever America finds it good
business to lend us, 1 whether
through Congress or through pri¬
vate - finance. If, on the other
hand, America does not want to
advance the necessary dollars, we
shall have to manage somehow
without the American goods which
we badly need, and American ex¬

port interests will have to man¬

age without doing the good busi¬
ness to which they are very prop¬

erly looking forward. That will
be just too had for both.

Nat. Say. & Loan League
To Meet in Chicago
The future of private enterprise

in the continued financing of
America's homes, discussions of
the merits of traditional home

building methods and prefabri¬
cated homes, and a program of
speeches by prominent speakers
headed by J. Howard McGrath,
Solicitor General of the United

States, will feature the three-day
program of the third annual con¬
vention of the National Savings
& Loan League (at the Edgewater
Beach Hotel) in Chicago May 16,
17 and 18, it was announced on

April 27 at League headquarters
in Washington. The National
League is a country-wide trade
organization for the savings and
loan business.

Solicitor General McGrath will

be the sole speaker on the open¬

ing day, May 16. On May 17 the
three speakers will be L. C. Hart,
of New York City, President of
the Producers' Council, Col. Har¬
old Lee, Governor of the Federal
Home Loan Bank System in
Washington, D. C., and Foster
Gunnison, President of the pre¬
fabricated homes - company of
Gunnison Homes, Inc., New Al¬
bany, Ind. Joseph E. Merrion of
Chicago, immediate' past Presi¬
dent and now a member of the
executive committee of the Na¬
tional Association of Home.Build-

ers, will address the convention
May 18.
Two panel discussions May 17

will attract prominent figures as

well, viz.: Ben H. Wooten, Vice-
President of the Republic Nation¬
al Bank of Dallas, Tex., and
Chairman of the Federal Home
Loan Bank of Little Rock; Gen¬
eral Manager William H. Husband
of the Federal Savings & Loan
Insurance Corp. in Washington;
President A. R. Gardner of the
Federal Home Loan Bank of Chi¬

cago; Dr. H. E. Hoagland, Profes¬
sor, of Business Finance at Ohio
State University in Columbus,
Ohio; Herman O. Walther, Vice-
President of the Bell Savings &
Loan Association of Chicago, 111.,
and Carl H. Ellingson, President
of the First Federal Savings &
Loan Association of Washington.
A panel on GI loan procedure
which will include discussion of
the outlook for veterans' homes
Will also be held May 17 and the
moderator will be Attorney Ge-

M. Ungaro of Chicago, Gen¬
eral Counsel of the League. There

tyill be a general members' forum
on savings and loan subjects.
George M. Eason of Los Angeles,
President of the League, will pre¬
side. The annual election of offi¬

cers of the League is now under

way by secret mail ballot and re¬

sults will be announced at the

opening business session May 16.

Tomorrow's
Markets

WalterWhyte
Say's—
=By WALTER WHYTE=

Market dragdown being at¬
tributed to coal strike and

poor earnings. Whatever basic
cause, market indicated reac¬

tion at least two weeks ago. -

Everything the market
seems to do from here on is
colored by the coal strike. The
situation has existed for the

past week, and will probably
continue so for the duration
of the strike, and perhaps
long after it. It takes no bril¬
liant deductions to know that
even were the strike over by
the time this reaches you the
damage done by it will take
long weeks and perhaps
months to mend. Everybody
knows it. But because every¬

body knows it, it no longer is
a market factor.

:!: * *

The only market factors
that mean anything are those

Fla. Security Dealers
Association Convention
The Florida Security Dealers

Association announces that it will
hold a convention of members

May 30 and 31 at the Maefadden-
Deauville Hotel, Miami Beach,
Fla.

The program has not yet been
finally set, but there will be two,
and probably three, well-chosen
speakers at the business sessions.
It is planned to have speakers of
reputation in the fields of munic¬
ipal bonds, investment trust
shares and corporate securities,
and the program planned will be
well worthwhile for every mem¬
ber of the Association. In addi¬
tion to the outside speakers, there
will be several important matters
which the Board of Governors
feels should be discussed.

In addition to business sessions,
a cocktail party and dinner will
be held on May 30, a luncheon
and afternoon entertainment for

the ladies on May 31, and a ban¬
quet at night. Business sessions
will be held Friday morning and
at a stag luncheon on Friday.
Rates at the Macfadden-Deau-

ville at $3.50 per person, which
includes the use of the beach and

pool and all the facilities of the
hotel.

Reservations should be made
with A. R. Morrison, du Pont
Building, Miami, Fla.

Richard Robinson With

Van Alsiyne, Noel & Co.
Van Alstyne, Noel & Co., 52

Wall Street, New York City, mem¬
bers New York Stock Exchange,
announces that Richard H. Rob¬
inson has become associated with
them in their buying department.
In the past he was with Adams &
Peck.

Frame & Beaftie Is

Formed in Seattle
SEATTLE, WASH—Howard A.

Frame and Dwight E. Beattie are
forming Frame & Beattie to con¬
duct a securities business from
offices at 1102 Eighth Avenue.
Both were formerly connected
with John R. Lewis, Inc. for a
number of years.

within the market; So long
as subsequent minor reactions
go lower than previous ones^'
so long, is the market in a

down; swing. If not a down
swing,; then a pointing to a
down road. Frankly: I doubt
if the removal of the major
handicap to advance today,
the ending of the coal strike,
would mean anything to the
market for. more than a few
hours. The removal of pent
up fears would have a tem¬

porary psychological effect.
But once the first burst of en¬
thusiasm was over, the mar¬
ket would go back to its dull
draggy action.

❖ ■ sis sis

Two weeks ago and last
week I wrote that the tape
pointed to one of two things,
a reaction of some importance
or a period of protracted dull¬
ness which might take the
place of the anticipated sell-
off. Since that was written

you have seen both, or rather
a combination of both. The
reaction hasn't been one to

bring about much scurrying
for safety. And neither has
the dullness excited much
comment. It seems that both
have merely served as a kind
of opiate and lulled holders
into a feeling of security.

sjs " sis "*■ Si:

Market security is a strange
thing. Holding a cash position
in a certain stock seems to

remove all feeling of danger
for the holder. If the stock
in question is doing nothing,
or just going down fraction¬
ally, this feeling tends to be¬
come a kind of smugness. It
is only when there are other
demands on the buyer, de¬
mands which may require
conversion of stocks into

cash, that he becomes wor¬

ried. .When siich a condition
arrives it is next to impossible
for the holder to treat the

matter coldly and dispassion¬
ately. So if he has two
stocks, one at a loss and the
other at a profit, the chances
are—in fact it isn't even a

chance; it's a virtual certainty
—that he'll sell the one with
a profit.

t # #

The professional trader
who isn't married to any

stock, will do the opposite.
In fact he may sell both until
he has reappraised the mar¬

ket and made his next deci¬
sion. He may even decide to
stay out of the market until
he sees certain evidences that
'profits are again to be made.
He^Oesn't feel it necessary, tb
be doing something all thp
time, or even have a position
all the time, - 1 ' ">*i

-

# ' A sje
; 'J '03'U ■■

Obviously I can't make pro¬
fessional traders out of bvery
tyro. But I try to point put
that the rules and practices
which have made money, for
others in the past, rules which
have nothing to do with emo¬
tionalism, are the ones to fol¬
low. They may not ajways
prove successful. In fact they
are not intended as a yard¬
stick to success at all. JKey
show you how t<j take losses.
And only by taking losses can
you hopb to make prpfit$;!

... ... ... 1;
'

. '
„ ,' y'4l

As of last week you took
about 10 points profit1 and

I were left with position& ih
! American Car arid Foundry at
,60, stop 65; Bethlehem Steel
at 99, stop 102; Electric Autd-
,'Lite at 71,'stop 72; Superheat¬
er at 30, stop 31; U. ,S. Itublier

1

at 65V2, stop 74. At this writr
ing practically alt of these
look • like: they'll violate f |he
stops before many day^pasi
If they do your action should
be automatic; sell. If they
stay above therii; hold.

!;C i'fi $ • ?

Should any action come

along before the next colurriri
is written that calls for re¬

entry I will advise you ac¬

cordingly. Meanwhile hold
on to your cash for future op¬

portunities. , > £
•v.; V; * * *

More next Thursday. .

• —Walter Whyte

article clo not necessarily at any
time coincide with those of the
Chronicle. They are presented (if
those of the author only.] 'V.

Pacific Coast

Securities

Orders Executed on

Pacific Coast Exchanges

Schwabacher& Co.
Members - ■■ ^

New York Stock Exchange
New York Curb Exchange (Associate)

Chicago Board of Trade ,

14 Wall Street New York 5, N. Y.
COrtlandt 7-4150 Teletype NY 1-928

Private Wires to Principal Offices
8an Francisco — Santa Barbara

Monterey — Oakland — Sacramento
Fresno '■ ' V

LAMBORN & CO.
99 WALL 5,TREEl!' :

NEW YORK 5, N. Y. ><

SUGAR .9

Exports—Imports—Futures / J'

••■ft':?'*.

DIgby 4-2727

\-':T) r

Established *$S6 r > v
. HUGO nriqcs, fjit/sJ.'

H. Hent*,:# Co.
-

. v* m iotrw
Mem^mfi . -

New York Stgqjc Exchange^, v>(
New York Curb Exchanger
New York Cottoh Exchangfe : ,

Commodity Exchange', '■Inc.
Chicago ? Board; ' of Trad*

,fNew Orleans Cotton Exchange
:5 And other Exchanges ;: \

.. M.

N. Y* jCotton Exchange Bldg. .

NEW YORK 4,

bHtcAoa >: pEtRdiT ? pittsburoh ■

GENEVA, SWITZERLAND
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Proposals for Postwar
Stable Economy
v J; ^Continued from page 2509)
irate has been removed and a
slight "tightening in short-term
rates has already taken place.
Furthermore, speculative activity
in the security markets has at
least to some extent been elimi¬
nated. Moreover, it may be ex¬
pected that the Senate will modi¬
fy the amendments to the price
control law as passed by the
House and that price controls will
become more realistic and more
workable.

While these measures are steps
in the right direction they are not
sufficient if the nation is to avoid
the consequences of a sharp in¬
crease in prices. Other measures
will have to be taken and very

.soon if the economy is to be
maintained on an even keel and
the huge purchasing power ac¬
cumulated in the hands of the
people is to have a long benefi¬
cial effect on business activity in
the country. Among possible
measures are the following,
t (1) A further reduction in the
expenditures of the Government.
! (2) The rapid disposal of all
surplus material owned by the
-Government that can enter the
consumer stream. Such a move
would reduce the deficit of the
Government and place much
needed commodities in the hands
of the people.
(3) It is advisable that drives

to sell Government securities to
ultimate investors be intensified.
Such a measure would reduce
purchasing power in the hands of
the people and enable the Gov¬
ernment to reduce further the
volume of Government obliga¬
tions held by the commercial
banks.

'

(4) It is necessary that the
Treasury carry out sound re¬
funding operations which would
reduce the volume of deposits and
place Government obligations in
the hands of ultimate investors.

(5) The Government must rec¬
ognize the fact that ih most cases
an increase in wages is followed
by increased costs of production
and higher prices and that it is
impossible " to maintain stable
prices while at the same time per¬

mitting ■ constant increases in
wages. It is, therefore, impera¬
tive that the Government hold the
new wage and price line estab¬
lished a few weeks ago.
v Above all it is absolutely es¬
sential to take measures which
would increase the output of
commodities throughout the coun¬

try as well as productivity of la¬
bor.

:U The measures suggested above
do not impose any particular
burden on the people of the
United States. While it is true
that a removal of all price con¬
trols at present would be fol¬
lowed by a sharp increase in pro¬
duction it would also be followed
by a sharp increase in prices as
well as in wages. Since the in¬
come of many people has not kept
pace with the constantly rising
cost of living their real income
has decreased. Under such con¬

ditions sooner or later the sup¬
ply of commodities will outrun
the demand and a severe setback
lean be expected. While prices
will decrease it will not be pos¬
sible to reduce wages and hence
the foundation may be laid for
serious and prolonged unemploy¬
ment. Price controls have their
drawbacks/-ryet ; it is better to
maintain and improve them than
to risk the "danger of an inflation-

. ary explosion. -- ,

f Basically the economy of the
country is very sound. The de¬
mand for commodities is great.
The supply of purchasing power
in the hands-of people is large. If
the proper measures are taken in
the immediate, future to prevent
an inflationary spiral the outlook
for business for a number* of
years is excellent. . -

Security ConncilDesperately
(Continued from page 2502)

Mr. Hasluck reminded the seemingly tired Council members that
repeated absence by one of the Big Five would undermine the whole
structure of the United Nations; both because of the resulting inter¬
ference with voting procedure and because of the dereliction in rep¬

resenting the interests of the 46 non-permanent member nations.
And the fact that Soviet troops have been in Iran since March 2

in direct violation of the Tehran Treaty, which was a basic part of
the complaint before the Council, is now apparently too embarrassing
all-around to be discussed at all. All this may be in the necessary
interest of preventing further deterioration of a bad all-over situa¬
tion with the Soviet, particularly during the duration of the Paris
Conference, but it is not helping the prestige of UN.

Iran's reply to the Council on Monday embodies the usual con¬
fusion, this time with respect to its oscillating attitude concerning
the Province of Azerbaijan. Here is the text of Hussein Ala's refer¬
ence thereto:

"So far as the Province of Azerbaijan is concerned, the Govern¬
ment has been informed through other sources that the evacuation
of Soviet troops from that Province has been going forward and, it
is said, will have been completed before May 7, 1946. These reports
have not been verified by direct observations of officials of the Ira¬
nian Government. The reason for this is that, as previously pointed
out to the Council, the Iranian Government has been unable, because
of the interferences complained of, to exercise effective authority
within Azerbaijan since Nov. 7, 1945, and from that time to the pres¬

ent has had no opportunity to ascertain through its own officials what
are the conditions prevailing throughout that Province. While it is
hoped that arrangements can be made which will remove the unfor¬
tunate results of the interferences complained of, it is impossible to
forecast at this time with certainty what the subsequent develop¬
ments will be.

"As soon as the Iranian Government is able to asceriain through
its official representatives the true state of affairs in the Province
of Azerbaijan, the facts will be reported promptly to the Council."

Not only has the Iranian altitude on this question been incon¬
sistent and otherwise incomprehensible, but, as pointed out in these
columns last week, the nature of the arrangement with Russia is
very obscure. The Russian-Iran "agreement" of April 4 leaves
completely confused the question of what the legal status of the
Soviet Government there is, and to what extent Ghavam did give
to Moscow any rights of intervention in what Iran itself had on

various occasions insisted as an internal affair. It is to he hoped
.hat the departure from the scene here of Colonel Hodgson, Aus¬
tralia's "thorough researching" delegate, will not lessen the Council's
efforts and ability to bring the matter to a clarified conclusion.

* * *

Moscow's Growing Intransigeance
In line with the underlying Russian attitude, with her truculence

here at Hunter as well as in Paris, is Monday's outburst in the
Moscow newspaper "Pravda." Apart from the nonsensical accusa¬
tions against Britain and the United States, what is important^is
the now openly-revealed policy of discrediting the UN, By "non¬
sensical accusations" are meant statements such as that "the Anier^
icans and British are uprooting UN's authority"; that it js they who
are violating Iran's sovereignty and "trampling the independence of
small countries." It should be noted that, apart from the Soviet's
current unsatisfactory behavior in the Iran situation, neither Mr.
Gromj'ko here, nor the Government in Moscow, nor the Russian
press, have vouchsafed one word of explanation for the acknowl¬
edged presence of Russian troops ;n Iran after MareJh 2—a flagrant
treaty violation.

Wholly unjustified is the constantly-repeated technique—,as
again in Stalin's May Day accusations about capitalist war-prepara¬
tions—of making Great Britain and tne U. S. the whipping-boys for
Moscow's UN vituperations, The procedure in keeping the Iran matter
on the agenda followed in large part the obviously independent
views of Col. Hodgson of Australia; the disposition of the Franco
matter was guided by Hodgson and Van Kleffens of the Netherlands,
and the Soviet agitation for veto-widening is being opposed chiefly
by China and Australia. And the voting adverse to Russia has in all
cases been by overwhelming majorities of not less than eight against
three. The vote for the sub-committee on Spain, from which
Gromyko abstained, was 10-0, with even Poland deserting Russia.

Certain it is that there must be open reconciliation of whatever
conflict there may be in Mr. Stalin's line. He will have to be un¬

equivocal at least as to whether he thinks the United Nations truly
represents a group of freedom-seeking countries, or whether, as he
continually charges, they are imperialist aggressors who for their
"capitalist interests" are stirring up World War III.

A typical give-away of both the frame of mind and the real pur¬
poses of Stalin, seems to be revealed in his manifested reactions to
Secretary Byrnes' formal proposal for a 25-year pact barfing a

resurgence of Germany or Japan. The continually " repeated ex¬
cuses for Russia's ever-widening aggressions has been her need for
belts of security. But when the United States abandons tradi¬
tional policy of non-entangling alliances unequivocally to allay these-
alleged fears, Moscow's response ranges from initial skepticism to
direct accusations that this is an anti-Communist plot. >

If Stalin really wants some kind of rapprochement with the
capitalist world, it is high time that he make some definite state¬
ment as to exactly what he wishes from it. Otherwise the manifested
deterioration of an acutely critical situation must multiply!

•

| ' '■' :S # $ * .

The Veto StjlJ A Basic Threat
The Council of Experts' abandonment of the new veto con¬

troversy, as too hot to handle, insures a vigorous and open -^flpor
fight" when the Soviet first attempts to impose its widened inter¬
pretation on the Council. While it was realised that a final decision
on _thi|5 ^ue^tipn, like kti others^ roust be ibadelfh £>peb ^essiohi' -it-
had been hoped that the experts would at least come in with a con¬
structive compromise that might pave the way toward agreement.
Although, as he told a press conference this week, Secretary General
Lie has the right to enter debate fas he did on the Iran /question),
it now- appears certain that,neither he nor Ihe CommRtee of Experts
will appear withw Suggestion on this .question.

For a formal amendment to the Charter under section XOJB, it is
necessary to haye the matter considered by the full Assembly with
ratification by two-thirds of the 51 member nations, including each
of the Big Five. Short of this, for an in erpretation of existing
rules, a controversy (such as over the veto) can be brought before
the World Court. But the delay entailed in either of these steps
jBzpyld hamstring the siting Council to such an extent as to make
,4n#itable en explosive threshing-'out of the matter by the Council
"itself:

The renewed trouble is caused by the fact that the Russians
want the veto privilege extended even more widely than the latitude
they gained therefor in Yalta and San Francisco. In effect what
they now want is to permit any one of the Big Five to preyent any
matter from even being raised. As the Charter now stands, the veia
can be exercised only on substantive* and not on procedural matters. ;

In connection with the very determination of whether a par ic'ilar
matter is to be considered substantive or procedural, the Russians
now insist on the right of veto. .

Following is the Russian proposal in detail: ,* \
"The decision of whether the question under consideration

by the Security Council is of procedural nature and also *
whether the question is a dispute or a situation and whether
this dispute is of the nature referred to in Article 33 of the Char- » ,

ter, shall be regarded as accepted if it is voted for by seven mem¬
bers of the Security Council, including the concurring votes of ail ;
the permanent members of the Security Council."
Concurrence with this demand, insuring the Council's complete

paralysis regarding consideration of any matter distasteful to any
of the Big Five, would certainly make of the Organization nothing
more than a travesty on real world government.

% % %

Palestine and UN

Repercussions following the Anglo-American Commission's re¬
port on the Palestine problem already make it clear that there will
be plenty of political trouble over that situation both within and
without the United Nations. The crying humanitarian need for quick
action cannot be satisfied by Great Britain, because of deep seated
political reasons; nor by the United States, because of general un»-
willingness to get militarily embroiled. Hence action will no doubt
have to wait on UN which does not now have the machinery to
cfrrange the suggested migration. .

At a press conference this we,ek Secretary General Lie clearly
indicated that Palestine constitutes another matter too hot for either
the Council or himself to handle. Questioned whether he expects
to submit any recommendations of his own on the subject, as he
did respecting Iran, his only reply was that he doesn't know the
facts yet. Fortunately the matter has not been raised as yet by
any member of the Council. But the 51 members of the General
Assembly gathering in September will no doubt find in Pales:ine
a guarantee against placidity in Flushing Meadow.

Palestine is now mandated territory under the defunct League
of Nations, while the UN trusteeship arrangements are still barely J
embryonic. The following four' alternative outcomes, including three J
methods of .trusteeships, are possible:

1. The British could convert the present mandatory arrangement
with UN as the successor to the League, and with Great Brit¬
ain as the sole mandatory power.

3. There could be a joint trusteeship, consisting of the British
with one or more other Powers.

- 3. There could be collective trusteeship, under all the countries
in UN, with UN troops keeping order.

4. The present mandate, as well as successor trusteeship, could
entirely lapse, leaving Palestine free, independent, and "on :
the loose."

While the administration of Palestine under a UN trusteeship is
generally hailed as a way out—the American Jewish Committee says
this "is salutary and well designed to cause the government of the
country to be in the interest of peace, justice and the welfare of all
the inhabitants"—any of the methods presents great difficulties. Re1-
garding alternative No. 1: Britain cannot take sole responsibility as
trustee, if as is apparent—i;t is going to entail important obligations in
connection with enlarged Jewish immigration. Besides there is grave
doubt whether the Soviet Union would let this opportunity pass for
ending sole British control. As to alternative No. 2: first there would
be the question as to the identity of the joint trustee powers. United
States opinion would no doubt veto our participation in the mandate,
reflecting, from our self-interes';, the thought of the London "Daily
Mail" voicing "regret that no immediate prospect, is held out of any
share by the United States or other nations in the cost, the sacrifices
of life, and the odium, which rule in Palestine inevitably entails >r
Regarding alternative No. 3: respecting collective trusteeship, Britain's
inclination to welcome this way of washing her hands of the matter,
would be counterbalanced by her worry over resultant threats to
Sue^japd her lifeline. As-to alternative No. 4: leaving the whole mat¬
ter lapse and "on the loose" would be wholly impracticable, as set¬
ting up a permanent focal point of international friction.

Under the procedural rules governing the UN Trusteeship Cduif-
cil's procedure, the transference frona the present arrangement of the
British mandate under the defunct League, can be indefinitely post¬
poned. In fact, despite the expiration of the League, no action what¬
ever need be taken. -

This is. so because although the UN Trusteeship Counc 1 is ncy/
bo .tjhe process bf-' -formation here the initiative for placing terri¬
tories under trusteeship does not lie with this Council or with any
part of the United Nations as a body, hut cornes from agreements
voluntarily entered into between interested individual nations. After
such agreement has been made, the..matter .gees to the General As¬
sembly, for final disposition. The Trusteeship Council functions
merely as a channeling agency, between the individual countries and
the General Assembly. " ,"'\f M ' * '!";7K 1

- As far as the Security Councjl is concerned, no power ir» trustee¬
ship ex sts there either. The P*\ly way in which the Psles tin** -nat¬
ter can come they^fwhich well may eventuated ;|s if some country
brings it there as^allegedly harboring a situation leading to interna¬
tional faction or a threat to peace.. ~ -

-. - An explosive situationm broad international lines will he cre¬
ated by the fruition of current threats, thus bring the matter before
th4j^ecurltv Council row, as a situation threatening. international
peace7 and security. ;The humanitarian ^wish quesihn would thera
tiuly .hex^^nhtieal football of power politics: Not only is ihs aren.

influence of4he utmost, importance to Great Pritain-, but
Russia; with her own poibicaf pirns, would then .surely, be brought
in—if not before, through direct Arab request for intervention.
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Fund and BankDevelopments
(Continued from page £5Q2)

of the executive directors of the When such
Fund.

'^Following the meeting of the
,directors ' of the International
Monetary Fund, Mr. White, the
executive director, issued the fol¬
lowing statement:

Harry D. White

"We have the
honor to meet
as the board

of executive
directors - o f
an organiza¬
tion new in

the annals of

interna¬
tional mone¬

tary practice.
t am sure that
we are assum¬

ing' the re¬

sponsibil¬
ities of our

office in that
spirit of hu¬
mility. which
our difficult task and our pro¬

found obligations to the world
evoke. Tne opportunity we have
for helping to promote monetary
stability, a high-level of interna¬
tional trade and world prosperity
is very great. We want to meet
that challenge.

'"Tne problems before us, as we
all appreciate, are extremely com¬
plex. They will demand all that
we possess of wisdom, experience,
good will and economic states¬
manship. Our hope of helping lies
in being able to pool these re¬
sources for the benefit of all coun¬
tries.
"I need not remind you that we

are pioneering. There is much
•that we must explore, there is
much we have to learn. We must
proceed very carefully and not he
discouraged because accomplish¬
ment does not keep pace with oof
desire. Our chief function is to
counsel, guide, and help. In pro¬
portion as we earn the conUie~ce
of the world our influence tw-M
sound monetary policy will in¬
crease. „

"I want to welcome all of you
hero on behalf of the American
people. They have taken an ac¬
tive interest in the develooment
of the International Monetary
Fund and the International Bank.
The American people and their
Govp*mment are eager to help us

fulfill the nromise this organiza¬
tion holds for the world."
, As foreshadowed in these pages,
the Fund and Bank are soon to
share quarters in an office build¬
ing at 1818 H Street NW, now oc-
cup ed as a State Department an¬
nex. As the Fund and Bank grow,
in staff, the State Department is
expected to relinquish more and
more space in this building. „

:. Insofar as possible the Fund and
Bank executive directors will
dovetail their meetings so as not
to conflict with each other, for
some of the alternate executive
directors will serve , both institu¬
tions. Mr. Goffin of Belgium, to
take an example, is temporary al¬
ternate to both Fund and Bank.

Ftpid Not Ready for Operations
The Fund has many topics to

tackle before it will be ready to
commence currency-stabilization
operations. For some of these
questions informal . committees
were appointed on May 6, but
permanent committees and com¬
mittee assignments must be de¬
cided upon soon as well as pro¬
cedures for the meetings of the
directors.:/ ft; "ft 1 'fft—
TTavJ"g selected a general man¬

ager, ,Mr. Gutt, the Fund execu¬
tive directors muct determine
terms cf his contract with that
b°dy. Then it must decide on the
form of organization it w;11 a^ont.
t^e staff'^g thereof a^d the func-
jt-*p~s of the various divisions and
officers. One officer who will be
im«ded. soon is a public relations
officer to hnndle inquiries from
the press and issue public re¬
leases.

initial V questions
have been disposed of and the ex¬
ecutive directors ha v e b e e n

housed and .equipped with secre¬
taries etc., the Fund executive di¬
rectors must decide on rules and
regulations for the conduct of the
Fund's business. They will also
have to render the interpretations
of the Articles of Agreement, as

requested at Savannah by Britain,
U. S. and India. The inquiry from
the American Government arose
from a stipulation Congress wrote
into the Bretton Woods .enabling
Act.

Among the subjects listed for
the attention of the Fund's direc¬
tors is the carrying out of a di¬
rection adopted in the form of a
resolution at Savannah, relating
to the tax exemption of the Fund's
officers and employees. The sal¬
ary of the executive directors as

adopted at Savannah is $17,000 a
vear after national income taxes.
For the American executive di¬
rector, Mr. White, this figure is
the equivalent of approximately
$25,000 a year before taxes. The
Savannah arrangement is for the
Fund to reimburse its officers for

any national income taxes due on
their Fund salaries so as to leave
after taxes $17,000 a year, for each
executive director and $11,500 for
each alternate. The purpose of the
Savannah resolution referred to

above is to relieve the Fund of
the reimbursement obligation by
having member countries enact
tax exemption for those on the
Fund payroll. (The same applies
to the World Bank.)
The executive directors must

adopt a budget, in accordance
with the by-laws. They must pro¬
vide for haison with the Economic
a-d Social Council, UNRRA. and
other international bodies. They
•^ust soon take up Paraguay's re¬
quest for an increased quota, and

membershio applications from
"*oiy. Turkey, Syria and Lebanon.
Ml these are ciueri'on* for early
e-osideration. Later> t^e execu¬

tive directors must determine.; a

long list of operat n*? decisions,
"~+abW *ue determination of ini¬
tial parities.

Vinson Hails Inauguration

Secretary of Treasury Fred M.
Vinson, who is American governor
of both the Fund and the Bank,
hailed the establishment of these

fwq-international institutions in
(b<» following statement to the
'Chronicle":
"The International Fund and the

nlerp^tioral Bank are now work-
Tha*+Vie signi¬

ficant achievement of the Inau¬
gural Meeting of the two Boards
of Governors at Savannah.
"The principles of ihtqrnational

economic cooperation "adopted at
Bretton Woods must be put into
practice. The Fund and the Bank
are beginning their great task of
helping to. restore and .maintain
order ah'dftstability in interna¬
tional economic relations. On
what they do -will depend to a
iar?e extent the kind .of world we
'hall have.

"In this difficult work the Fund
and the Bank will need, and I am
-ure they will have, the constant
help and support of the business
and barkmg community and of
ill the people."

Bank Directors Meet

At the first meeting of th° ex¬
ecutive -directors of the World
Bank, held in the State Denari-
ment annex on H Street, N. W.. it
.was decided to porinone. sel-ytior
?f a President until 'the United
States Government reaches a de¬
cision ar to i'S nominee. This, it
ws i^dicrtcd by the American
-xcc»'t?ve ir o con¬

ference, may not be for a fortnight
or longer.
The Bank will for the present

occupy the .tenth floor of the
above mentioned building, which
is one of '3 Washington's more

modern office buildings, equipped
with air conditionhag. r Jhe Fdnd
will be on; a lower flopr; of ithis
building. "ft '
The Bank has decided to hire

$imb-pmplpyee&Mim^inpfcessary
at. the present stage, of its devel¬
opment. "
It was decided to hold meetings

of the directors regularly on

Tuesdays and Thursdays.
Like the Fund, the Bank must

soon consider such matters as

liaison with other bodies, admit¬
tance of new members, rendering
of the interpretations requested
at Savannah by the American and
Indian delegations, etc. Since
membership in the Bank is con¬

tingent upon membership in the
Fund, this must be taken into ac¬

count in respect to the four pend¬
ing applications from Italy, Tur¬
key, Syria and Lebanon. All these
applications, it will be recalled
from Savannah, have the support
of the United States: although
Italy's present political status is
awaiting change.
As in the Fund, committees will

be appointed in the Bank to con¬
sider the institution's work, such
as the flotation of securities to
raise money,._and the making of
loans. Meanwhile, temporary com¬
mittees have been set up on pro¬

cedures, administrative matters,
liaison with other agencies, and
applications for membership.
There is no indication at this

writing as to whom the United
States will nominate as President
of the Bank. That it will be an

American is certain. Secretary
Vinson in a press conference not
long ago brought up certain
rumors and denied that he would
be the man. But friends of the

Judge would be pleased, were he
to get this high-salaried post as a
reward for the many years be has
devoted to the public service in
one capacity or another. The
presidency of the World Bank,
like the general managership of
the Fund—to which Mr. Gutt of
Belgium was elected this week—
pays $30,000 a year, plus taxes
and expenses. (In this election
Mr. Gutt is fortunate, for Premier
van Acker of Belgium has just an¬
nounced his intention to peg Bel¬
gian salaries where they are to¬
day.)
Mr. R. H. Brand, temporary

British executive director of the
Bank, has appointed as his alter¬
nate Mr. Horace D. Brooks who
has been connected with the Brit¬
ish Treasury in the capacity of
"principal," a position said to cor¬

respond roughly with division
chief in the American Govern¬

ment service. Mr. Moller of

Chile has appointed as his alter¬
nate Mr. Mario Illanes, commer¬

cial counsellor of the Chilean Em¬

bassy. in Washington. Mr. Illanes
attended the Savannah meetings
in March as an advisor to the

Chilean delegation. Felipe Pazos
of Cuba, .alternate to Dr. Machadd,
has been commercial attache^ pf
Cuba' in Washington.
The full list of jthe Bank's ex-

Acutive; directors and alternates
as of May 7 is as follows:

; Executive Directors of the
*

1 World Bank ft";ftft^''ftft?
United States^-Emilio G. CoUado,
United Kingdom — Sir James
Grigg* (R. H. Brand, tempor¬
ary executive director; Horace
E. Brooks, alternate to tempor¬
ary executive director) , .. / ?

China—Shen Yuen-Ting
France—Pierre Mendes* France?
(Leonard B. Rist, alternate)

India—N. Sundaresan J ./ ; s

Greece—Prof. Kyriakos Varvar-
essos ... M J.,' ftftft

Chiles-Victor Moller (Mario Il¬
lanes, alternate)

Cuba—Dr. Luis Machado y Ortega
(Felipe Pazos, alternate)

Belgium—Camille Gutt (Louis
Goffin, alternate)

Netherlands — J. W. Beyen*

(Crena de Iongh, alternate) (

Canada—B. Bryce
Poland—Dr. Leon Baranski

Explaining the World Bank to -

Britons ;

In the Anglo-American News,
for April, published by the Amer- ,

ican Chamber of Commerce in
London, appears an analysis of a
booklet by a British author. The
analysis is entitled, "The Reality
of American Goodwill." Indica¬
tive of the problems of selling
Bretton Woods and the Anglo-
American loan to the British pub¬
lic is the following comment by
the chamber:

"How many Britons (or Amer¬
icans for that matter) know that
capital loans through the World
Bank ... although raised in
the American market, will not
necessarily purchase American
goods? 'British exporters will
have the liberty of competing for
orders arising out of development
projects financed by American
money,' says Mr. Harrod. Thist
principle was . . . first pro¬
posed by the Americans and is
incorporated in the Bretton Woods
Agreement."
This statement fails to give

realization to fact that ultimately
dollars lent abroad must -be spent
in this country for American
goods and services, whether by
the original borrower or someone
else—unless they should be spent
for gold. And even in that case,
the chances are that at some time
in the past American goods and
services were exported in pay¬

ment for the gold.

>"FacI-Firidii»g"

*Sir James Grigg, Pierre Men-
des-France, and J. W. Beyen are
unable to attend the first meet¬
ings.

Near-Term Risks
(Continued from page 2505)

stricted markets can be. It has
been widely assumed that the
many restrictions and regulations
placed upon the market have
made it a safer vehicle for invest¬
ment; arid speculation than for¬
merly. Actually what has hap¬
pened has been that the shock ab¬
sorbers and springs have been
eliminated so that there is always
the danger that a severe jolt will
break an axle. • ■ . ...

The "spending" stocks, of which
ret-rl trade and movies are

typical, have had substantial rises
thus far this year, reasonably
enough predicated upon the high
rate of public spending. There is
no assurance, however, that this
spending will cont'nue at recent
rate*, especially if further pro¬
longation of the coal strike should
slow industrial activity. These
stock* have reached levels that
ra'Se the risk of at least,substan-e
t'al reaction.

, ^ . }

Among groups that would look

attractive for purchase on a de¬
cline might be included building
stocks, chemical shares, metals,
oils, machinery, farm equipment
and instalment finance stocks.
The prospect still is that, given

six months of active production,
uninterrupted by strikes, Govern¬
ment controls and other inter¬
ferences. the Federal Reserve In¬
dex of Production would rise to
approximately 180-185, a level, of
activity which, together with a
price level only moderately above
recent levels, would permit suf¬
ficient earning power on the part
of many .corporations to permit
a trend toward higher dividend
payments and pave the way for
materiallv hieher stock prices.
But the impediments in the wav
of this prospect are still present,
and* in the process of their re¬

moval we seem likely to get a

highly irregular * and * widely
swinging market. ftLftw,'-

(Continued from page 2513) ' ^
fact-finding board, and so on.' All
these things are supposed to pre- Vi
vent inflation. Yet, Congress is >
now passing a minimum wage bill
which is the; greatest inflation
producing laU) ever■■conceived^r^.
All these things: are done with-p

out any regard for the " nation's ?
welfare; but only to. help Con- "

gressmen get re-elected. : They [
know in their hearts that all these.,
"fact-finding" boards and. i

wages - prices - profits • legislation ¥
Will lead to utter confusion^-so \
that the entire structure will fall
as the Tower, of Babel did 3,000 *

years ago* Yet, during'these 3,000 v
years the same -'fact-finding"
schemes f^ve ^een tried by many ;
great nations such as Babylonia, f
Persia, Egypt, Greece, Rpme, '
Spain and finally France. .. All
were found unworkable and given ,

Two Basic Laws.

Now let. fne put readers right -
on two fundamental economic :«

truths which are as sound and ^
unchangeable as the multiplica-.;t
tion table. The first is that wages,, :-

prices, profits, etc., will adjust i
themselves if let alone; but will
cause unemployment if monkeyed v

with. They all are linked together
like the wheels of a watch.
The second -is that the only so- ;

lution of everyone's problem is a
proper mixture pf. work, educa-;
tion and religion. These are two
facts which history has proved to ;
be true but politicians hate to ad- '
mit. ' '

We All Must Work Harder

When we apply these two facts'
-to the present situation, ihe an- >

swer is .this: 1t!hp cpuntry cam;
stand the new wage inpreases.
okay, if prices are allowed to find
their natural level under a truly
free competitive -system with the|
same laws applying to employers
and wage workers. I, however, £
make this one provisio: AS WE,
RETURN TO WORK, WHETHER;
FROM THE ARMY OR FROM;
STRIKES, WE ALL—EMPLOY-1
JERS AND WAGE WORKER®—'
MUST DO SO WITH A DETER¬
MINATION TO PRODUCEMORE
AND BETTER PRODUCTS. UP¬
ON THIS, ALL FACT-FINDING
DEPENDS.
Of course, we canpt keen hik¬

ing wages and nrices indefinitely;
without the balloon bursting. As
the collapse of the 1910's was
caused Vby the rail/oads getting
too o^weffui; as the , coPanse of
the 1930's was caused bv'jthe util¬
ities gettl'ag too bowerfuf; $o the
next collapse ,pf the 195Q'e w;ll be
caused by labor uniow" too:
powerful.-Today, the l5bm barons-
are making the same a§^
did the railroad and utili^ b"'">ns
years ago. put business Fhr4?1|d be-
so good for a few ye«r« ^yt wn,
can stand a generalAv?age r?*se if,
we ail will cheerfullv nut our*
shoulders to tbe wheel and Ad¬
duce to owr very
shoidd be .aceo^mPanied;by, y.ven-
higher stock prices. ■ l

• Spirits Aw*jM,"^T ?;. % ft
Whenever I refer in this column

to the need of a
ening,'" I have a fined; letter^
asking me to explain jV'hjt.f-I;;
mean. Readerg seem
interested jn some sr>cc?a1 fneoi-
ogy pf creed. LM m? sav
that there is rp fory**1* Or f
nitrnn of what is needed for.y.*t)ir-
jtuai rwakenjny. T-? f°ct. "t va¬
ries from t>e-to-t^o^ T^au,
brn'ieve?. stwA h" -■••y
rtJl' /i«

f-r «ti

cmcAro. ill.-dcmwt.
Fl^chhas becom^ c-omatea
ydth Wbli^m Blair ^ CatrpanV}
135 Pmth H thp;
trading
tering fhe-JL S „Armv,M; F^etcV;
er was 1h thA ipapn-»n-
^e«t. the Continental Casualty
:cpm>any-" V- :n:' —1
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-i • Alaska Explorations, Inc., Seward, Alaska
I » April 26 (letter of notification) 1,000,000 shares (par
f?v: 10(f). Price to public 100 per share. No underwriter
v

selected at this time. Purchase of mining equipment,
development, etc.

Aldens, Inc., Chicago, III. (5/14)
April 25 filed 40,000 shares cumulative preferred stock
(par $100). Dividend rate by amendment. Under¬
writers—Lehman Brothers. Offering—Price to public
by amendment. Proceeds—$1,500,000 to reduce com¬
pany's outstanding $3,000,000 3% sinking fund deben¬
tures to $1,500,000 and balance added to working capital.
For details see issue of May 2.

All African Aviation Inc., Wilmington, Del.

April 24 (letter of notification) 3,602 shares common
(par $1). Offering—Price $5. No underwriting. Pro¬
ceeds—Working capital.

• American Canadian Mineral Explorations, Inc.,
Seattle, Wash.

April 30 (letter of notification) $59,000 par amount to
be raised by loan subscription contracts consisting of
590 contracts $100 face value each. Price to public
$100 per unit.

• American Optical Co., Southbridge, Mass.
April 29 (letter of notification) 400 shares common.
Being sold by Heywood Fox, Buffalo, N. Y. Private
sale for cash. Net proceeds at present market prices
estimated would not exceed $23,000.

American Screw Co., Providence, R. I. (5/31)
v March 29 filed 21,550 shares of 4y2% cumulative con¬

vertible preferred stock (par $50) Underwriters—G. H.
Walker & Co. Offering—Common stockholders of
record May 9 have the right to subscribe to new pre¬
ferred at rate of one share of preferred for each four
shares of common held at $52 per share. Rights expire
May 29. Unsubscribed shares will be purchased by un¬
derwriter. Proceeds—Proceeds, together with a term
iloan of $1,250,000 and current funds will be used to
-finance the purchase of a plant formerly belonging to
the Defense Plant Corp. for $1,750,000, purchase of ad¬
ditional machinery and equipment and for other plant
(improvements. For details see issue of April 4.

Amerian Water Works Co., Inc., N. Y.
1March 30 filed 2,343,105 shares of common (par $5) plus
tan additional number determinable only after the re¬
sults of competitive bidding are known. Underwriters—
To be filed by amendment. Probable bidders include
Dillon, Read & Co. Inc., White Weld & Co., and Shields
& Co. (jointly), and W. C. Langley & Co. and The
First Boston. Corp. (Jointly). Offering—Price to public
by amendment. Purpose—The common stock, together
jwith $15,000,000 10-year 3% collateral trust bonds (to
be sold privately) are to be issued to acquire certain
assets of American Water Works & Electric, liquidate
| two subsidiaries, Community Water Service Co. and
Ohio Cities Water Corp., and provide cash working capi¬
tal. Common stock is to be offered initially for cash
to common stockholders of parent and to public holders
of preferred stocks of Community and Ohio in exchange

' ;for their shares. Stock not subscribed or issued under
exchange offers are to ,be sold for cash to underwriters.
For details see issue of April 4.

Arkansas-Missouri Pwr. Corp., Blytheville, Ark.
April 23 filed 40,000 shares common stock (par $5).
Shares are being sold for the account of five stock¬
holders. Underwriters—G. H. Walker & Co. and Ed¬
ward D. Jones & Co. Offering—Price to public by
amendment. 'Business—Public utility.

Astor Financial Corp., New York
April 29 (letter of notification) 5,948 shares of class B
stock (par $10). Offering—The stock is being offered
to holders of class B stock at $10 per share. Payments
may be made at any time up to May 31 (3 p.m., EDST).
Ira Guilden, a stockholder and director, has agreed to
purchase at $10 per share all unsubscribed shares.

Barium Steel Corp., S. E. Canton, O.
March 30 filed 350,000 shares of common stock (par $1),
Underwriters—Laird, Bissell & Meeds have withdrawn
as underwriters. Offering—Price to public by amend¬
ment. Proceeds—Payments to and advances* to subsidi-

ftri

mk Corporate and Public Financing•lit-

I)
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EIRST. BOSTON
CORPORATION

NewYork vBoston ♦ Chicago-and other cities
■ c" • v>.7. ' ■ , n i.l . . '

• INDICATES ADDITIONS SINCE PREVIOUS ISSUE

aries for working capital, for purchase of equipment,
repayment of loans, development, etc. For details see
issue of April 4.

• Bardwell & McAlister, Inc., Los Angeles
May 3 (letter of notification) 50,000 shares common (par
$1). Price to public $6 per share. Underwriter—Crut-
tenden & Co. To increase working capital.

• Belcher Oil Co., Miami, Fla.
May 3 (letter of notification) 6,710 shares common stock
(par $10). The shares are being sold by certain stock¬
holders. The price to the public is $12 per share. Un¬
derwriter—Atwill & Co. will act as agent in connection
with the offering.

Bendix Helicopter, Inc., New York
Feb. 13 filed 507,400 shares of common stock (par 50c).
Shares are being sold for the account of the estate of
Vincent Bendix, deceased. Underwriters—Kobbe, Gear-
hart & Co., Inc., For details see issue of Feb. 20.

•v'. •'*' . •• 'i 'vvvvv , .

Beneficial Industrial Loan Corp., Wilmington,
Del. (5/13)

April 18 filed $20,000,000 15-year debentures, 100,000
shares cumulative preferred stock (no par), and 400,000
shares common stock (no par). Underwriters—For de¬
bentures and preferred stock Eastman, Dillon & Co.
Offering—The common stock will be offered to holders
of common stock for subscription at $12.50 per share,
on basis of one share for each five shares held. Offer¬
ings of common stock not underwritten. Price to public
of debentures and preferred stock by amendment. Pro¬
ceeds—Approximately $17,400,000 to redeem 10-year
2*4% and 15-year 2%% debentures; balance is to be
placed in general funds which company may use to re¬
duce outstanding bank loans and commercial paper. For
details see issue of April 25, page 2262.

Benguet Consolidated Mining Co., Manila, P. I.
March 15 filed 702,302 shares of capital stock value
(par 1 peso, equivalent in U. S. currency to 50 cents
per share). Underwriters—Allen & Co. The shares are

part of a total of 852,302 shares purchased by Allen
& Co. from five stockholders. Of the 852,302 shares,
150,000 were sold privately at the cost price to Allen
& Co. Purchase price to Allen was $2.10 per share.

. Offering—Price by amendment. For details see issue of
March 21.

• Big Lake Minitig Co., Spokane
May 1 (letter of notification) 200,000 shares common.
Price to public 50 cents per share. No underwriter.

Bingham Stamping Co., Toledo, O. (5/18)
April 29 filed 100,000 shares 5% cumulative convertible
preferred stock (par $10). Underwriters—Wm. J.
Mericka & Co., Inc., Cleveland, and Goshia & Co., To¬
ledo. Offering—Price to public is $10 per share. Pro¬
ceeds. Financing of acquisition of a majority stock
interest in Herbrand Corp. of Fremont, Ohio. For de¬
tails see issue of May 2.

Bowser, Inc., Fort Wayne, Ind. (5/10)
March 25 filed 200,000 shares of $1.20 cumulative pre¬
ferred stock (par $25), with common stock purchase
warrants attached. Underwriters—Blair & Co., Inc.,
New York. Offering—Price to public by amendment.
For details see issue of March 28.

• Brandt-Warner Mfg. Co., York, Pa. (5/14)
May 1 (letter of notification) 100,000 shares common
(par $1). Price to public $3 per share. Underwriter—
F. H. Koller & Co., Inc. Reduction of indebtedness,
working capital, etc.

Brockway (Pa.) Glass Co. Inc. (5/13)
April 24 filed 10,000 shares 5% cumulative preferred
stock (par $50). Underwriting—None. Offering—Price
to public $50 per share. Company proposes to offer
the securities to persons living in Brockway and sur¬
rounding communities. Proceeds—Company proposes to
use proceeds, with proceeds of loan of $1,250,000 as
follows: new building, $525,000; new and used equip¬
ment, $575,000; leased equipment, $250,000, and working
capital, 400,000.

„• Brooklyn (N. Y.) Union Gas Co. (5/23) ?
May 3 filed $34,000,000 general mortgage sinking and
improvement fund bonds due June 1, 1976, and 100,000
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shares of cumulative preferred stock ($100 par). Under-*
writers—To be filed by amendment. Probable bidders r:
include Halsey, Stuart & Co., Inc. (bonds only); Harri-
man Ripley & Co., and Mellon Securities Corp. (jointly);
The First Boston Corp.; F. S. Moseley & Co., and
Otis & Co. (stock only). Proceeds—Company plans
to refund its entire outstanding long-term debt, to reim¬
burse the treasury for expenditures made for construe-,
tion purposes, and to provide funds for the completion
of a construction program now in progress and one

contemplated to be commenced in the immediate future"
by Jhe sale of $34,000,000 general mortgage bonds and
100,000 shares of preferred stock. In addition, a $1,000,-
000 bank loan will be obtained. The company will re¬
deem $29,240,000 general mortgage sinking fund bonds,
3%% series, due Sept. 15, 1969, and $11,850,000 25-year ;

4% sinking fund debentures, due Sept. 15, 1969. Ia
addition, $4,000,000 v/ill be used to provide funds for
the construction program now in progress and contem¬
plated, each involving the installation of additional pro¬
duction, pumping, storage and distribution facilities.

• Castle Mining Co., Spokane, Wash.
April 30 (letter of notification) 500,000 common shares.
Price to public 12 xk0. Underwriters—L. F. Hachez,
H. A. Pebles, Preston & Raef, Ben Redfield and First
Washington Corp. .

Caterpillar Tractor Co., Peoria, III. (5/20)
May 1 filed $20,000,000 10-year 1%% debentures. Under¬
writers—Blyth & Co., Inc.; Dean Witter & Co.; Stone
& Webster Securities Corp., and Harris Hall & Co. (Inc.),
Offering—Price to public by amendment. Proceeds-
Expansion of company's plant at Peoria. For details
see issue of May 2.

Celotex Corp., Chicago (5/15) *
April 26 filed for 100,000 shares common stock. Under¬
writers—Paul H. Davis & Co. and Union Securities
Corp. Offering—Price by amendment. Proceeds—To
provide in part for expansion program, etc. For details
see issue of May 2.

Central Indiana Gas Co., Muncie, Ind. (5/14)]
April 25 filed $3,250,000 first mortgage bonds. Bonds
will be sold at competitive bidding with the interest <]
rate being named by the successful bidder. Under¬
writers—By amendment. Probable underwriters in¬
clude Halsey, Stuart & Co. Inc.; First Boston Corp.;
Stroud & Co. Offering—Price to public by amendment.
Proceeds—Redemption of first mortgage 3%% bonds;
construction fund. For details see issue of May 2.

• Ceraseal Chemical Corp., Chicago (5/10)
May 1 (letter of notification) 60,000 shares 6% cumula¬
tive convertible preferred and 120,000 shares (par 10)
common to be sold as unit of one share of preferred
and two shares of common. Price to public $5 per unit.
Underwriter—Kobbe, Gearhart & Co., Inc. Lease or ac¬

quisition of building for plant, working capital, etc. ,

• Cessna Aircraft Co., Wichita, Kan.
May 1 (letter of notification) approximately 13,000
shares common (par $1). To be sold on New York
Curb from time to time. Underwriter — Auchincloss,
Parker & Kedpath.

• Chefford Master Manufacturing Co., Inc., Fair*
field, III. (5/27)

May 8 filed 40,000 5% cumulative convertible preferred
shares (par 25) and 40,000 common shares (par $2).
Underwriter—Cruttenden and Co. Offering—Price of
preferred is $25 per share; price of common by amend¬
ment. Proceeds—$300,000 will be used to discharge
bank loans, $60,963 to discharge machinery purchase
notes and approximately $909,694 for additional work¬
ing capital. Business—Automobile replacement parts,
etc.

City Investing Co., New York *

April 19 filed $4,800,000 convertible sinking fund de¬
bentures due June 1, 1961. Underwriting—First Boston
Corp. Offering—Company is offering to holders of
common stock of record May 17, 1946, the right to sub¬
scribe for the debentures on the basis of $500 of deben¬
tures for each 100 shares of common stock. Price by
amendment. Unsubscribed debentures will be sold to
underwriters to be offered the public. Proceeds—Pro¬
ceeds will be added to working capital. For details see
issue of April 25, p. 2262.
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• Clary Multiplier Corp., Los Angeles
May 6 (letter of notification) $100,000 5% unsecured
convertible instalment notes. Price to public $50 per
unit, the notes to be issued in units of $50 and multi¬
ples thereof. No underwriting.

Columbus (O.) & Southern Ohio Electric Co.
April 19 filed 744,455 shares of common stock ($10 par).
Shares are issued and are owned by Continental Gas
& Electric Corp. which is selling them. Underwriters—
To be filed by amendment. Probable bidders include
Billon, Read & Co. Inc.; Smith Barney & Co.; Lehman
Brothers; Kidder, Peabody & Co., and Mellon Securities
Corp. (jointly). Offering—Shares will be sold by Con¬
tinental at competitive bidding. Price to public by
amendment. Bids Invited—Bids for the purchase of the
stock will be received up to 11:30 a.m. (EDST) May 21.

Compania Litograflca De La Habana S. A. (5/20)
(Havana (Cuba) Lithographing Co.)

March 18 filed 19,419 shares of 6% cumulative con¬
vertible preferred stock (par $25) and 197,000 shares
of common (par 10c). The 19,419 shares of preferred
and 162,000 shares of common are being purchased by
the underwriters from certain stockholders. The re¬

maining 35,000 shares of common are being purchased
from the company. Underwriters—Hirsch & Co., New
York. Offering—Price by amendment. For details see
Issue of March 21.

• Coty, Inc., New York City (5/13)
May 6 (letter of notification) 20,000 shares of common
stock. Company intends to sell the shares on the New
York Stock Exchange on May 13. Price at market
((approximately) $14V2. Proceeds to working capital.

• Crampton Mfg. Co., Holland, Mich. (5/23)
May 3 filed for 240,000 shares common stock ($1 par).
Underwriters—Baker, Simonds & Co. Offering—Price
to public by amendment. Proceeds—Purchase of addi¬
tional machinery and equipment and to increase work¬
ing capital. Business — Commercial die-castings and
hardware for plumbing fixtures, etc.

Dayton Power & Light Co.
May 1 filed 1,530,000 shares common stock ($7 par).
Underwriters—To be named by amendment. Probable
bidders include Morgan Stanley & Co., and W. E. Hut-
ton & Co. (jointly); Blyth & Co., Inc., and Lehman
Brothers. Offering—The shares are owned by Colum¬
bia Gas & Electric Corp. and are to be offered for
subscription to the common stockholders of Columbia
at rate of one share of Dayton for each eight shares
of Columbia. Company will ask for bids by under¬
writers at competitive sale for the purchase of Dayton
stock not subscribed. Price to Columbia stockholders
Will be the price named in the successful bid.

• Denver Tramway Corp., Denver
May 3 (letter of notification) 1,000 shares $2.50 (no par)
first preferred. Price to public at the market, or ap¬

proximately $44 per share. Offering by International
Trust Co., Denver. The securities are to be sold either
direct through International Trust or through Garrett-
Bromfield & Co.

Diamond T Motor Car Co., Chicago, III.
March 29 filed 60,000 shares of common stock (par $2).
Shares are being sold by certain stockholders. Underwrit¬
ers—Hallgarten & Co. Offering—Price based on market.
For details see issue of April 4.

•1 ?

DuMont (Allen B.) Laboratories, Inc., Passaic,
N. J. (5/15)

March 29 filed 650,000 shares of class A common stock
<par 10 cents), of which 525,000 shares are being offered
for sale by underwriters. Underwriters—Van Alstyne,
Noel & Co. and Kobbe, Gearhart & Co., Inc. Offering-
Price by amendment. Proceeds—To expand television
broadcasting and manufacturing facilities and operation
in the low-frequency fields. For details see issue of
April 4.

• East-West Petroleum, Ltd., Denver
May 2 (letter of notification) 295,000 shares (par 1 mill).
Price to public $1. No underwriter.

Eureka Williams Corp., Detroit
April 17 filed 17,000 shares common stock (par $5).
Shares being sold by officers and employees or their
relatives. Offering—Shares may be sold from time to
time upon the New York Stock Exchange or the Detroit
Stock Exchange by the owners of such shares. For de¬
tails see issue of April 18.

Federal Mfg. & Eng. Corp., Brooklyn
April 16 filed 116,000 shares common stock (par $1).
Shares are being sold by four stockholders. Under¬
writers—Sills, Minton & Co., Inc. Offering—Price to
public by amendment.
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New Issue Calendar
(Showing probable date of offering) * *

May 9, 1946
Plastic Insulator Co., Inc Common
Nashville, Chattanooga & St. Louis Ry.
Noon (EDST) Bonds

May 10, 1946
Bowser, Inc. Preferred
Ceraseal Chemical Corp.—Preferred and Common
465 West 57th St. Ownership Corp Common
Mortgage Associates, Inc—Preferred and Common
National Plumbing Fixture Corp Preferred
Pressurelube Inc Common
Walworth Co Debentures and Preferred

May 11, 1946
National Bellas Hess, Inc .Common

May 12, 1946
Island Air Ferries Inc.. -Preferred
Merchants Distilling Corp Common

May 13, 1946
Beneficial Industrial Loan Corp.—

Debentures, Preferred and Common
Brockway Glass Co. Preferred
Coty, Inc. Common
Hanson-Van Winkle-Munning Co Debs. & Com.
Hoffman Radio Corp. (13/17) Common
Holly Stores, Inc. (13/14) _-Preferred and Common
Midwest Rubber Reclaiming Pfd. and Common
Piper Aircraft Co Common

Super-Cold Corp. ' Common

May 14, 1946
Alden's Inc Preferred
Brandt-Warner Mfg. Co Common
Central Indiana Gas Co Bonds
Florida Ramie Products, Inc Class A Stock
Hytron Radio & Electronics Corp Common
Illinois Power Co. 11 a.m. (CDST)—

Bonds and Debentures

Pensylvania-Dixie Cement Corp Capital Stock

May 15, 1946
Celotex Corp. Common
DuMont (Allen B.) Laboratories Inc Common
Food Fair Stores Inc Common
Goodall Rubber Co Preferred
Hudson Motor Car Co Common

International Paper Co Preferred
Kiddie (Walter) & Co. Inc Common
L'Aiglon Apparel Inc Common
Lynch Corp. Common
McGraw (F. H.) & Co Preferred and Common
Mercantile Stores Co., Inc Common
Miles Shoes Inc Preferred and Common
Neiman-Marcus Co. Preferred

Piper Aircraft Corp Preferred

May 15, 1946
Radford (J. M.) Grocery Co... Preferred -i
Standard Oil Co. (N. J.) Debentures

May 16, 1946
Peerless Casualty Co Common i.

May 18, 1946
Bingham Stamping Co Preferred
Miller-Wohl Co Preferred and Common

May 19, 1946
Harrison Wholesale Co Common

Michaels Brothers Common $

Minneapolis-Honey Regulator Co Preferred

May 20, 1946
Caterpillar Tractor Co .—Debentures
Havana Lithographing Co Pfd. and Common
Heyden Chemical Co.— ;-—_.-_Pr$ferred v
New York Stocks Inc — Special Stock
Steep Rock Iron Mines, Ltd Capital Stock
Trailmobile Co Preferred
U. S. Airlines Inc Common

May 21, 1946
Columbus & Southern Ohio El. Co.

11:30 a.m. (EDST) 1—Common
Thomas Steel Co.-— -Preferred and Common

May 22, 1946
General Finance Corp..-Debentures and Preferred
Liebert & Obert Common

Namm's, Inc Common
Public Flyers Inc Common

May 23, 1946
Brooklyn Union Gas Co Bonds and Preferred
Crampton Mfg. Co Common

May 24, 1946
Kansas City Fire & Marine Insurance Co._Common

May 25, 1946
Flying Freight, Inc .Common

May 27, 1946
Chefford Mastre Mfg. Co.—Preferred and Common
Midland Cooperative Wholesale Preferred
Mountain States Tel. & Tel. Co.

11:30 a.m. (EDST)__ ..Debentures
Paulsboro (N. J.) Mfg. Co.-Preferred and Common
York County Gas Co Bonds

May 31, 1946
American Screw Co .Preferred

June 1, 1946
United Grocers Co — .Debentures

• Flying Freight Inc., New York (5/25)
May 6 filed 300,000 shares common stock (par $1). Un¬
derwriters-—J. F. Reilly & Co., Inc. Offering—Price to
public $3.50 per share. Proceeds—Proceeds will be used
for the purchase of six land planes, ten flying boats, re¬
conditioning of flying boats and working capital. Busi¬
ness—Company was incorporated on March 9, 1946, to
operate as a charter air carrier.

• Florida Ramie Products, Inc., New York (5/14)
May 6 (letter of notification) 10,000 shares of class A
capital stock (par $10) to be offered at par. Proceeds
to be used to finance project of cultivating and proc¬

essing Ramie fiber product. No underwriters.

Food Fair Stores, Inc., Philadelphia (5/15)
April 29. filed 40,000 shares of common stock ($1 par),
issuable upon exercise of options to purchase common
stock. The options to purchase common stock entitle
the holders to purchase between Sept. 5, 1946 and Sept.
4, 1950, shares of common stock at $19.50 per share.
The options were granted on Sept. 5, 1945. Proceeds—
In the event that all options are exercised, corporation
will realize $780,000, which it intends to use for in¬
creasing inventory, acquiring and equipping additional
supermarkets, warehouses, etc. Business—Food stores.

The Marine Midland Trust Company
OF NEW YORK

Transfer Agent • Registrar • Trustee

ONE HUNDRED TWENTY BROADWAY

NEW YORK 15, N. Y.

RECTOR 2-2200

• 465 West 57th St. Ownership Corp., N.Y. (5/10>
May 3 (letter of1 notification) 435 shares of common
stock (par $100)3 Pfcice per share $100. Proceeds will
be used to pay certain individuals for their interests
in the building, which have five-year lease of apart¬
ments, renewable for five-year terms.

• General Finance Corp., Chicago, III. (5/221
May 3 filed $1,250,000 15-year 4% subordinated deben¬
tures, Series B, and 60,000 shares 4% cumulative con¬
vertible preferred stock, Series C (par $50) and 180,G€0
shares of common (par $1) reserved for conversion ol
preferred. Underwriters — Paine, Webber, Jackson &
Curtis. Offering—Price to public by amendment. Pro¬
ceeds—The proceeds estimated at $4,055,000 will be used
on Nov. 25,1946, to retire the outstanding 6% cumulative
preferred stock, Series B at an aggregate redemption
price of about $761,000, and remainder approximately
$3,294,000 will be added to general working funds of
company. These funds may be used for the develop¬
ment of additional retail and wholesale financing in the
automobile, home appliances and consumer credit field,
etc. Business — Automobile and appliance financing,
small loans, industrial financing, insurance and manu¬

facturing. :■.£
(Continued on page 2550)
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(Continued from page 2549)

*, Giant Yellowknife GoldMines, Ltd., Toronto,Ont
on Feb. 21 filed 81,249 common shares ($1 par, Cana¬
dian). Shares are being offered to residents of United
States and Canada by Toronto Mines Finance, Ltd. These
shares are part of a recent offering of an aggregate of
525,000 shares offered by the company in Canada to its
own shareholders at $5 (Canadian) per share. Under¬
writers—Toronto Mines Finance, Ltd., 25 King Street,
West Toronto, is named underwriter. It is wholly owned
and controlled by its parent company, Ventures, Ltd.
Offering—Price is $5.10 (Canadian) per share, or the
United States equivalent. For details see issue of
Feb. 28.

Gold Cjty Porcupine Mines, Ltd., Toronto, Ont.
Jan. 4 filed 600,000 shares of common stock (par $1)
Canadian currency. Underwriters—No underwriters
named. Offering—Company is offering common stock
to public at 50 cents U. S. currency per share. If com¬
pany accepts offers from dealers to purchase the stock,
company will sell to such dealers, if any, at 32.5 cents
U. S. currency per share for resale at 50 cents U. S.
currency per share.

• Goodall Rubber Co., Trenton, N. J. (5/15)
May 6 (letter of notification) 1,000 shares of 5% pre¬
ferred stock (par $100). Proceeds will be used to par¬

tially replace cash used to call 7% preferred s'.ock at
$100 per share ($161,700 cash used). No underwriters.
Company will accept subscriptions on basis of two shares
of 5% preferred for each three shares of 7% formerly
held. Price par and dividend.

Gulf Atlantic Transports Co., Jacksonville, Fla.
jfan. 17 filed 270,000 shares of common stock (par $1).
Underwriters—Allen & Co. have withdrawn as under¬
writers. Offering—Price to the public by amendment.
Stock is being offered initially to present shareholders
at a price to be filed by amendment. Holders of ap¬
proximately 200,000 shares have agreed to waive their
preemptive rights. Postponed indefinitely. For details
see issue of Jan. 24.
f.

Hanson-Van Winkle-Munning Co., Maiawan, N. J.
(5/13)

April 24 filed 1,250,000 4^2% sinking fund debentures
and 105,000 shares of common stock ($3.50 par). Of
the common stock 39,400 shares are being sold by the
corporation and 65,600 shares by certain stockholders.
Underwriters—Maxwell, Marshall & Co. Offering-
Debentures are being offered at 100 and the common

at $10.65 per share. Proceeds—Approximately
$600,000 will be used to retire first preferred stock at
$40 per share, $600,000 for payment of bank indebtedness
find $143,500 for the purchase of additional land and
buildings. For details see issue of May 2.

Harrison Wholesale Co., Chicago, III. (5/19)
April 30 filed 85,600 shares of common stock (par $1).
Shares are being sold by two stockholders, Albert L.
Arenberg, President, 73,000 shares, and Louis Sisskind,
Vice-President and Secretary, 12,600 shares. Under¬
writers—Brailsford & Co. Offering—Price to public
$9,625.

c,orP ' Gr. Rapids, Mich.Feb. 27 filed 215,000 shares of common stock ($2 par).
Shares are being sold by certain stockholders. . Under¬
writers—To be named by amendment. Offering—Price
to public by amendment. Stop order hearing continued
by the SEC to May 13. For details see issue of March 7.

Heyden Chemical Co., New York (5/20)
jMav 1 filed 90,000 shares cumulative preferred stock,
series A. Underwriters—A. G. Becker & Co., Inc. Offer¬
ing—Price to public by amendment. Proceeds—$4,983,-
000 will be applied to redemption of 38,000 shares of
4% cumulative preferred series A and 10,000 shares of
4% cumulative preferred series B and $2,500,000 to pre¬
pay a promissory note. For details see issue of May 2.

Hoffman Radio Corp., Los Angeles (5/13-17)
March 30 filed 120,000 shares common stock (par $1).
1 nderwriters—Cohu & Torrey. Offering—Price to pub¬
lic S6 per share. Proceeds—$97,125 to redeem preferred
mock and approximately $400,000 to retire short-term
bank borrowings; balance for working capital. For
details see issue of April 4.

Holly Stores, Inc., New York (5/13-14)
April 10, 32,000 shares 5% cumulative convertible pre¬
ferred (par $25), and 100,000 shares of common (par $1).
Underwriter-Carl M. Loeb, Rhoades & Co. Offering-
Price to public by amendment. Proceeds—Will be
added *. to working capital. For details see issue of
April 8. -

• Hope Enterprises, Inc., Los Angeles
May 6 (letter of notification) 1,000 shares common. No
underwriting. r Price to public $150 per unit. Produc¬
tion of motion pictures, etc."

Hudson Motor Car Co.. Detroit. Mich rs/im
/ April 20 filed 226,973 shares of common stock (no par).
JJndemnters-W. E Button & Co. Offering-StockWill be offered for subscription to common stockholders
at the rate of one share for each seven shares of common
iield. Price by amendment. JPursepose—To augment
.working capital. For details see Issue of May 2. !

*

l?5/l°4n)IRadi0 & E,eCtr0,,ICS CorPa' SalenVMass-
torch 29 filed 125,000 shares common stock (par $1).
Underwriters—Herrick, Waddell & Co., Inc., Offering-

Price to public by amendment. Proceeds—Working
capital for expanding operations and to retire present
bank borrowing. Company intends to advance to Air
King Products Co., Inc., a subsidiary recently acquired,.
$500,000 to equip new plants and for working capital.
For details see issue of April 4.

Illinois Power Co., Decatur, III.
Feb. 27 filed $45,000,000 first mortgage bonds due 1976
and $9,000,000 sinking fund debentures due 1966. Un¬
derwriters—Probable bidders include Haisey, Stuart &
Co. Inc., and The First Boston Corp. Bids Invited—
Company will receive bids for the purchase of the above
securities up to 11 a.m. (CPST) May 14, at Room 1567—
231 So. La Salle Street, Chicago. Coupon rates are to
be specified in the bids.

International Paper Co., New York (5/15)
April 26 filed 400,000 shares of cumulative preferred
stock and an indeterminate number of common shares

(par $15). Dividend rate on new preferred will be filed
by amendment. Underwriting—The securities are to be
offered for exchange and no underwriting discounts or
commissions are to be paid in connection with the of¬
fering. Offering—Company proposes to offer holders of
its cumulative convertible 5% preferred stock (par
$100) the right to exchange 400,000 of such shares for
new preferred and common on the basis of one share
of new preferred and an indicated fractional share of
common for each share of 5% preferred. For details
see issue of May 2.

• Ira Guilden, New York
May 1 (letter of notification) options covering purchase
of 6,000 shares $1.20 cumulative convertible preferred of
Longine-Wittnauer Watch Co., Inc.

• Island Air Ferries, Inc., Bohemia, L. I., N. Y.
(5/12)

May 3, 124 shares of preferred and 41 shares capital
stock. Offering of 41 units consisting of three preferred
and one class B share at $300 per unit. No underwriting.
For working capital.

Jersey Central Pwr. & Lt. Co., Asbury Park
April 24 filed $34,000,000 first mortgage bonds and
145,000 shares of cumulative preferred stock (par $100).
Interest and dividend rates by amendment. Under-1
writers—By amendment. Probable underwriters will
include Haisey, Stuart & Co. Inc. (bonds only); Harri-
man Ripley & Co. (bonds only); Merrill Lynch, Pierce;
Fenner & Beane (stock only); First Boston Corp.; Glore,
Forgan & Co. (stock only). Offering—Prices to public
by amendment. Proceeds—To redeem and retire all of
the presently outstanding bonds, notes and preferred
stock. For details see issue of May 2.

Kansas City (Mo.) Fire & Mar. Ins. Co. (5/24)
March 28 filed 50,000 shares of common stock (par $10)i
Underwriters—First Boston Corp. Offering—Shares are

being offered to common stockholders of record May 11
at rate of one share of new stock for each share of com¬
mon held. Price by amendment. Subscription rights
expire May 24. Unsubscribed shares will be sold to
underwriters. Proceeds—To increase capital and sur¬
plus. For details see issue of April 4.

• Kiddie (Walter) & Co., Inc., New York (5/15)
May 6 (letter of notification) 2,000 shares of common
stock for the account of certain stockholders. Stock
will be sold on the New York Curb Exchange at market
(approximately) $24.50 per share.

• Knott Corp., New York
May 3 (letter of notification) not less than 8,571 and
not more than 9,090 shares of capital stock, par $1.
Underwriter—Reynolds & Co. The price to the public
shall be determined by Reynolds & Co. in connection
with a formula. For working capital.

• Lattner Industries, Inc., Detroit
May 1 (letter of notification) 100,000 shares common
(par $1). Price to public $1 per share. Underwriter
—Chapin & Co. For operating capital-expansion pur¬
poses.

L'Aiglon Apparel, Inc., Philadelphia (5/15)
March 11, 130,000 shares of common stock, par $1. Of
the total 80,000 shares are being purchased by the under¬
writer from the company and 50,000 shares from two
stockholders. Underwriters—Otis & Co. Offering—Price
to public $6.50 per share. Proceeds—Purchase of new
machinery and equipment; new plant, etc. For details
see issue of April 18.

• Liebert & Obert, Philadelphia, Pa. (5/22)
May 3 filed 120,000 shares common stock (par $1), Of to¬
tal company is selling 40,000 shares and stockholders
80,000 shares. Underwriters—Newburger & Hano and
Kobbe, Gearhart & Co., Inc. Offering—Price to public
$6.50 per share. Proceeds—Net proceeds to company will
be used, together with funds in treasury, to purchase the
brewery plant and equipment now operated under lease
for $325,000. It is estimated net proceeds from sale of
stock will approximate $221,000 and balance payable out
of corporate treasury $104,000. Business—Brewery.

Longines-Wittnauer Watch Co., Inc., New York
March 29 filed 125,000 shares of common stock (par $1).
Shares are being sold by Ira Guilden, research, develop¬
ment and manufacturing consultant of company. Under¬
writers—Paul H. Davis & Co., A. C. Allyn & Co., Inc.,
and Emanuel & Co. Offering—Price to public by amend¬
ment. For details see issue of April 4.

Lynch Corporation, Anderson, Ind. (5/15)
March 29 filed 75,000 shares of common stock (par $2).
Underwriters—Kidder, Peabody & Co., and Collin, Nor¬
ton & Co. Offering—Holders of common stock of record
May 2 are offered the right to subscribe at the rate-
of one share for each five shares held at $15 per share.
Rights expire May 14. Management expects to offer at $15.
per share to key personnel, other than the President, .

such shares of present offering as are not subscribed for.
Proceeds—To pay bank loans $581,000; to reimburse
treasury for addition to Toledo plant $125,000; to dis—
charge other indebtedness $150,000 and for working
capital $244,000. For details see issue of April 4.

McGraw (F. H.) & Co., Hartford, Conn. (5/15)
March 25 filed 36,000 shares of $1.50 preferred stock (no-
par) and 100,000 shares of common (par 10 cents). Un¬
derwriters—Granbery, Marache & Lord and Bear,
Stearns & Co. Offering—Prices to public by amend-,
ment. For details see issue of March 28.

Mading Drug Stores Co., Houston, Texas
March 30 filed $500,000 5% sinking fund debentures;:
50,000 shares of 55-cent cumulative preferred stock ($5
par) and 40,000 shares of common ($1 par). Underwrit¬
ers—Alex. Brown & Sons; Rauscher, Pierce & Co., Inc., .

and G. H. Walker & Co. Offering—Price of debentures
100, preferred $10 per share and common stock $7.50
per share. Proceeds—Purchase of 3,587 shares of Com-- .

mon stock of Mading's Drug Stores, Inc.; general cor- .

porate purpose, including the opening and acquisition
of additional stores. For details see issue of April 4.

• Marshall Adrian Co., Denver, Col.
April 29 (letter of notification) 10,000 shares preferred
stock (par $10). Price to public $10 per share. Under- -

writer—Robert James Botkin. To assist in expense of
publication. '

• Maxson Food Systems, Inc., New York

May 1 (letter of notification) 5,000 shares common (par-
250). Being offered by W. L. Maxson Corp. Price to
public $1 per share. No underwriting.

Mercantile Stores Co., Inc., New York (5/15)'
April 17 filed 279,250 shares common stock (no par), .

The shares are outstanding and are being sold by121
stockholders. Underwriters—Clark, Dodge and Co:
Offering—Price to public will be filed by amendment: '..

Merchants Distilling Corp., Terra Haute, IncL
(5/12)

April 23 filed 136,254 shares common stock (par
Underwriters—Not underwritten. Offering—Shares ard

being offered by the corporation to the holders of it$ „

common stock for subscription prior to 3 p.m. June %
1946, at $16 per share, pro rata, at the rate of one share
for each five shares of common held. Proceeds—

$1,500,000 of proceeds to reduce loans payable to batiks,
balance to working capital, to finance work in progress;

Michaels Brothers, Brooklyn (5/19)
April 30 filed 100,000 shares of common stock (par $1);
also 60*000 additional shares of which 50,000 are re¬
served for issuance upon exercise of warrants, and 10,909
shares for issuance upon exercise of options granted
to George Markelson and Irving Isaacs. Underwriters-
Burr & Co., and Reynolds & Co. Offering—Price to
public by amendment. Proceeds—To replace working
capital exended to redeem class A and B first preferred
stock; balance will be used to increase merchandise
inventories, finance instalment sales, etc. For details see
issue of May 2.

• Mid-Alamo Oil Co., Inc., Washington, D. C.
April 29 (letter of notification) 300,000 shares of com¬
mon (par $1). Of these 160,000 shares are issue to
Joseph E. Popkins in consideration of the oil leases
purchased from him. The 140,000 shares will be sold
at $1 per share. No underwriter named. Proceeds fpr
drilling, prospecting, etc.

• Midland Cooperative Wholesale, Minneapolis
(5/27)

May 8 filed 10,500 shares of series D non-eumulative
4% preferred stock (par $100). Underwriters—No un¬
derwriters. Offering—Price to public will range from
$100 per unit in January, February and March, 1946;
to $103 per units in October, November and December,
1946. Proceeds—Proceeds will be used to pay off first
mortgage loans with St. Paul bank- for .cooperatives and
for operating capital. Business—Registrant is coopera¬
tive association, operating a feed mill at Burkhardt, Wis.;
and a petroleum refinery at Cushing, Okla., and also
buys, sells and distributes petroleum products, automo¬
tive parts, food, clothing, fertilizer, etc.

• Mid-States Freight Lines, Inc., Topeka, Kan. s

April 30 (letter of notification) 5,000 shares common and
200 ^shares preferred;: Price to public minimum of $19
and maximum of $15 and of preferred $100. No under¬
writing contemplated at present. To purchase additional
equipment. *

Midwest Rubber Reclaiming Co., East St. Louis^
III. (5/13)

April 18 filed 40,000 shares of cumulative preferred
and 31,110 shares of common stock. Underwriters-
Shields & Co. and Newhard, Cook & Co. Offering-
Holders of common stock of Mid-West Rubber Reclaim¬
ing Co., predecessors are given the right to subscribe
to new common stock in ratio of one share of new

common for each four shares of precedessor corpora¬

tion's common stock. Price by amendment. Unsub-
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tails see issue of April 25, p. 2264.

Miles Shoes fitcv, New York (5/15)
April 29 filed 23,444 shares of cumulative preferred (par
$100) and 56,267 shares of common stock (par $1), The

< shares are to be sold by five stockholders following a

.recapitalization of the company in May. ^Underwriters
—WerJieim' & Co., and Lehman Brothers:
Price tcr jpublie will be filed by amendment.

Miller-Wohl Co., Inc., New lfprk (5/18)
April 29 filed 40,000 shares 4¥2% cumulative convertible
preferred (par $50) and 50,000 shares common stock

s Xpar 500). The common stock is outstanding'and is1

being sold by four stockholders. Underwriters—Allen
& Co. Offering—Price to public by amendment. Pro¬
ceeds—Construct and equip additional stores; working
capital. For details see issue of May* 2.

• Minneapolis-Honeywell Regulator Co., Minne¬
apolis (5/19)

April 17 filed 85,700 shares of convertible preference
stock (par $100) and common stock to be reserved for
issue on conversion of the series A preference stock.
Underwriters—Union Securities Corp. Offering—New
preference stock is being offered, to the holders of out¬
standing preferred stoq£ in an exchange offer which ex¬
pires. May 18. Unsubscribed shares will be sold to under-
twriters who will offer them to the public at $108 per
share." Purpose—To refinance preferred stock. For de¬
rails see issue of April 18.

• Moore Corporation, Joliet, III.
-May 6 (letter of notification) $250,000 first mortgage
4%% sinking fund bonds. Price to public 100% of
.principal amount. Underwriters—Illinois Securities Co.

Mortgage Associates, Inc., Philadelphia (5/10)
JVpril 22 (letter of notification) 5,000 shares of 5%
cumulative preferred stock (par $20) and 3,500 common

* shares (par $10). Underwriters—Butcher & Sherrerd
.Offering—To be offered in units of 10 shares of pre-

, ferred and 7 shares of common at $207 per unit. Pro¬
ceeds—Working capital.

Mountain States Tel. & Tel. Co., N. Y.

April 26 filed $35,000,000 40-year 2%% debentures and
96,099 shares of common stock ($100 par). Underwriters
—Bonds will be offered at competitive bidding. Prob¬
able bidders include Morgan, Stanley & Co., and Halsey,
Stuart & Co. Inc. Offering of common stock not un¬
derwritten. Offering—The 96,099 shares of common

stock will be offered for subscription at par to holders
of record May 27, 1946, of the 480,49? shares of com-
^mon, in the ratio of one share for each five shares then
.field. Proceeds—Proceeds from sale of debentures will
be used to retire $30,000,000 3l/4% debentures called
-for redemption June 1, 1946, at 105, and to reduce the
amount of advances from American Telephone & Tele¬
graph Co., parent. Company intends to use proceeds
from sale of the stock to pay advances from parent.
Bids Invited—Bids for purchase of the bonds will be
received up to May 27 (11:30 a.m. EDST) at office of
company, 195 Broadway, New York City. For details
see issue of May 2.

Mutual Loan Co., Portland, Ohio
April 25 (letter of notification) 1,500 shares 5% cumula¬
tive series preferred ($100 par). Offering—Price to
-public $100 per share. Stock is being sold by officers
;©f company, but s.ock not sold by them is to be offered
•by Wm. P. Harper & Sons & Co., Seattle, as agent.

• Namm's Inc., Brooklyn, N. Y. (5/22)

May 3 filed 100,000 shares common stock (par $1). The
statement also covers 45,000 shares of common issuable
upon the exercise of warrants. Underwriters—Van Al-
styne, Noel & Co. Offering—Price to public by amend¬
ment. Proceeds—Proceeds from sale of 100,000 shares of
stock will be added to company's general corporate
funds in first instance, and will be used, as conditions
permit, for purchase of additional inventory, installa¬
tion of new fixtures and modernization of existing
equipment. Business—Operates a department store.

National Bellas Hess, Inc., N. Kansas City, Mo.
(5/11)

• April 22 filed 397.644 shares common stock ($1 par).
.Underwriters—Emanuel, Deetjen & Co. Offering-
Company is offering to holders of common stock the new
stock for subscription at rate of one share for each five
shares of common held. Price by amendment. Pro¬
ceeds—Will be added to working capital. For details
see issue of April 25, p. 2264.

• National Plumbing Fixture Corp., N. Y. (5/10)

May 3 (letter of notification) 29,800 shares of 5V2% cum¬
ulative preferred stock (par $10). Price to public $10
per share. No underwriters. Proceeds will be applied
upon the cost of acquisition of the plant of Ellwood Co.
(Va.) for the manufacture of cast iron enamelware
-plumbing fixtures.

Neiman-Marcus Co., Dallas, Texas (5/15)

April 29 filedr 25,000 shares of cumulative preferred
stock (par $100). Underwriters—Lehman Brothers. Of¬
fering—Price to public by amendment. Proceeds—
]Retirement of $396,800 first mortgage 4% serial bonds
at 103; redemption of the 6,198 shares of 5% cumulative
preferred stock at $105 per share plus dividends; work-
;ing capital.

scribed commjQu stock -and. preferred

tation of-company's manufacturing facilities. For de- -May43 (iette^^dLnotifieatibn) 3,144 shares common stock
(par $25) being offered by John E. Alexander. Price

per share. Underwriters — Loewi & Co.
and Schoellkopf, Hut .on & Pomeroy, Inc.

New York Stocks, Inc., New York (5/20)
May 1 filed 1,500,000 shares of special stock. Offering—
At market. Proceeds—For investment.

• Nicaraguan Development Corp., Reno, Nev.
April 29 (letter of notification) 50,000 shares common

(par $1). Price to public 850 per share. No under¬
writing. Corporate purposes.

Ohio Public Service Co., Cleveland, O.
March 30 filed $32,000,000 first mortgage bonds, due
1976; $5,500,000 serial notes and 156,300 shares of cum¬
ulative preferred stock (par $100). Interest rate on the
bonds and notesuand dividend rate on the preferred
stock by amendment. Underwriters—To be filed by
amendment. Probable bidders include Mellon Securities

Corp.; Halsey, Stuart & Co., Inc. (bonds only) ; the First
Boston Corp. Offering—Prices to public by amendment.
Proceeds—Redemption and payment of bonds, notes and
preferred stock. For details see issue of April 4.

^Oklahoma Oil Co., Denver
May 3 (letter of notification) 480,000 shares common

stock, par'5 cents, to be offered by E. R. McElroy. Price
to public at the market. No underwriting.

Panhandle Producing & Refining Co., New York
April 29 (letter of notification) 12,000 shares of common
stock (par $1). Stock is to be issued to Claude Neon
Lights, Inc. in connection with the acquisition from
the lattqr pf certain oil and gas leaseholds. Claude Neon
Lights,. Inc. intends to sell this stock (presently valued
at $144,000 or $12 per share) when the shares are listed
on the New York Stock Exchange, presumably on the
•Exchange.<=

Paulsboro (N. J.) Manufacturing Co. (5/27)
March 29 filed 9;886 shares 6% cumulative preferred
(par $100); 31,000 common stock purchase warrants and
31,000 shares of common, issuable upon the exercise of
the warrants. Underwriters—Butcher & Sherrerd, Phil¬
adelphia. Offering—1,886 shares of 6% cumulative pre¬
ferred. are offered in exchange (one new share for 10
old shares) for shares of 4% preference stock ($10 par),
together: with all dividends accrued thereon. Exchange
offer is conditioned on purchase of remaining 8,000
shares of 6% cumulative preferred and of the 31,000
common stock purchase warrants by underwriter. Pro¬
ceeds—Purchase or construction of a plant and nec¬

essary machinery and equipment. For details see issue
of April 4.

Peerless Casualty Co., Keene, N. H. (5/16)
March 8 filed 50,000 shares of common stock (par $5).
Underwriters—Herrick, Waddell & Co., Inc., New York.
Offering—Common stockholders given right to subscribe
for new shares in ratio of 5 additional shares for each
11 shares held, at $14 per share. Rights expire May 1.
For details see issue of March 14.

Feitnsylvania-Dixie Cement Corp., N. Y. (5/14)
April 25 filed 80,000 shares capital stock (par $7). Un¬
derwriters—None named. Offering—The 80,000 shares
are reserved for issue upon the exercise of warrants
which were issued to holders of common stock of Gen¬
eral Cement Corp. in connection with a merger of that
corporation into Pennsylvania-Dixie effective Dec. 21,
1945. The warrants are exercisable on and after June

1, 1946, and on and before May 31, 1949, at $20 per
share. For details see issue of May 2.

Pennsylvania Electric Co., Johnstown, Pa.
March 21 filed $23,500,000 first mortgage bonds, due
1976, and 101,000 shares of cumulative preferred stock,
series C, par $100. Securities will be sold at competitive
bidding, and interest and dividend rates will be filed
by amendment. Underwriters—By amendment. Proba¬
ble bidders include Halsey, Stuart & Co., Inc. (bonds
only); Smith, Barney & Co. (preferred only); Kuhn,
Loeb & Co., and Lehman Brothers (jointly"). Offering
—Prices to public by amendment. For details see issue
of March 28.

• Pilot Silver-Lead Mines, Inc., Wallace, Idaho
April 25 (letter of notification) 1,000,000 shares for reg¬
istrant; 50,000 shares by Elmer E. Johnston and 150,000
shares for J. E. Gyde. Price to public 12 V2 cents per
share. Underwriters—E. J. Gibson & Co.; Edwin La-
vigne & Co.; Ben Redfield, and Pennaluna & Co.

Piper Aircraft Corp., Lock Haven, Pa. (5/15)
May 26 filed 150,000 shares 4J/2% convertible preferred
stock (par $10). Underwriters—Hayden, Stone & Co.
Offering—Price to public by amendment. Proceeds-
Working capital. For details see issue of May 2.

Piper Aircraft Corp., Lock Haven, Pa. (5/13)
Feb. 18 filed 150,000 shares of common stock (par $1).
Underwriters—Hayden, Stone & Co. Offering—Price to
public will be filed by amendment. For details see issue
of Feb. 20.

• Plastic Insulator Co., Inc., Jersey City (5/9)
May 2 (letter of notification) 99,000 shares common ($1
par). Price to public $3 per share. Underwriters-
George R. Cooley & Co., Inc.; Mohawk Valley Investing
Co., Inc., and Cohu & Torrey. For equipment and cor¬

porate purposes.

• - Plastics Materials Corp., Laconia, N. H. . r\t j
May 3 (letter of notification) 99,900 shares common, par
$1. Price to public $3 per share. Underwriter—J. F. Reil-
ly & Co., Inc. To purchase a wood fiour mill, inven¬
tories, etc. / ■...

• Pressurelube, Inc., New York (5/10) •

May 3 (letter of notification) 52,000 shares of common*
Price to the public at market (approximately 4%-4%>.
No underwriting. For payment of indebtedness and(
working capital. .,4 - • 11 4 \
• Prophet (Fred B.) Co., Detroit
May 1 (letter of notification) 12,700 shares common (par
$1) to be offered for Fred B. Prophet. Underwriters-
Smith, Hague & Co., and Straus & Blosser. Price to /
public, 6,450 shares at $7.75 and 6,250 shares at $8 per
share. •

Public Flyers, Inc., New York (5/22)
,

April 4 filed 200,000 shares of common stock (par $1).
Underwriters—Bond & Goodwin, Inc. Offering—Price
to public $3 per share. 4 Proceeds—Payment of notes,
purchase of flight equipment, additional hangar facili¬
ties, improvement of airport property and other related
uses. For details see issue of April 11. . . f 4

Radford (J. M.) Grocery Co., Abilene, Tex. t

(5/15) ;

April 29 filed 15,000 shares cumulative preferred stock
(par $50). Underwriters—Rauscher, Pierce & Co., Ine4
Offering—Price to public by amendment. Proceeds—To
finance in part acquisition of the stock of the predecessor
company. Business—Wholesale grocery company. -

Rockridge Gold Mines Ltd., Toronto, Can,
March 27 filed 300,000 shares of common stock ($1 par).
Underwriters—Not underwritten. Company has granted
an exclusive option dated Feb, 20, 1946, to Morgan U.
Kemerer of Toronto to purchase 500,000 treasury shares
at 30 cents per share and 500,000 treasury shares at 40 cents
per share, payable in Canadian exchange. Mr. Kemerer
has assigned to Mark Daniels, 371 Bay Street, Toronto,
in consideration of $1, the former's right and option to
purchase 300,000 of the 500,000 shares optioned to Mr.
Kemerer at 30 cents per share. Mr. Daniels plans to
market the shares optioned to him through the medium
of a registered broker or brokers in the United States.
Offering—Price to public is 40 cents per share, U. Q,
funds. Proceeds—Proceeds will be applied to develop¬
ment work, etc. For details see issue of April 4. 4- j;

Salt Dome Oil Corp., Houston, Texas
March 28 filed certificates of interest for 800,000 certifi¬
cates in overriding royalty in oil, gas and surplus. Under¬
writers—Cohu & Torrey, New York, and Yarnall & Co.j
Philadelphia. Offering—Company is offering the cer¬
tificates of interest to stockholders on basis of one share
interest represented thereby for each share of common
stock held at 58 cents per share. Proceeds—Exploring
and developing. For details see issue of April 4. 1

• Schwarz Engineering Co., San Francisco
April 17 (letter of notification) 150,400 shares of capitaj
stock (par $1) to be offered present stockholders at par,
A total of 110,000 rights to buy same class of stock being
sold by certain stockholders. Price per share of new
stock arising from four rights is $1. Underwriters of
rights: J. Barth & Co., and Shuman, Agnew & Co., Inc.

Segal Lock & Hardware Co., Inc., N. Y. , j
March 30 filed 738,950 shares of common (par $1). Un¬
derwriters—Floyd D. Cerf & Co. Offering—Holders of
common stock, 7% preferred stock and $2.50 cumulative
preferred stock are given right to subscribe to new
common shares at rate of one share of common for
each two shares of any such stock held. Price by amendr
ment. Proceeds—Purchase of additional machinery and
equipment for modernization of present facilities, etc.
For details see issue of April 4. 44

• Silver Circle Mining Co., Spokane

May 2 (letter of notification) 500,000 shares common,
par 10 cents. Price to public 30 cents. The issuer will
offer its own securities in State of Washington and
Fidelity Investment Co., Wallace, Idaho, will underwrite
the securities in Idaho.

Sinclair Oil Corp., New York
Dec. 26 filed 150,000 shares of common stock (no par).
Shares are being sold by H. F, Sinclair. Underwritersr—
Kuhn, Loeb & Co. Offering—Price to the public base4
on market. For details see issue of April 4.

Standard Oil Co. (New Jersey) (5/15) •' .4^
April 29 filed $85,000,000 25-year 2%% debentures.
Underwriters—Morgan Stanley & Co. Offering—Price
to public by amendment. Proceeds—Net proceeds, tor
gether with other funds of company, will be applied
to the redemption on or about June 14, 1946, of $85^r
000,000 25-year 3% debentures due June 1, 1961, qt
101 and accrued interest. w

Steep Rock Iron Mines Ltd.r Ont., Can. (5/20)]
March 27 filed 500,000 shares of capital stock (par $1),
Underwriters—Otis & Co. Offering—Price to public by
amendment. Proceeds—Net proceeds will be added to
the general funds and will be available for general
corporate purposes. For details see issue of April 4.

Super-Cold Corp., Los Angeles, Calif. (5/13)1 >

March 29 filed 200,000 shares common stock (par $1);
Underwriters—Sutro & Co. and Van Alstyne, Noel & Co.
Offering—Price to public $6 per share. 4 Proceeds—

(Continued on page 2552) -
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Approximately $575,000 will be applied in payment of
-existing current liabilities, including bank loans; $200,000
"for purchase of machinery and equipment, and remain-
jjder for working capital. For details see issue of April 4.

#, Thomas Steel Co., Warren, O. (5/21)
*May 2 filed 16,428 shares of 4%% preferred stock (par
/$100) and 246,420 shares of common. (par $1). The
shares are issued and are owned by C. G. Thomas, a
former President and Chairman of the Board, who owns

beneficially approximately 72.8% of the outstanding
common and 82% of the outstanding preferred. Under¬
writers—McDonald & Co., Cleveland, O. Offering—
.Price to public by amendment. Business—Various steel
products.

Trailmobile Co., Cincinnati, O. (5/20)

May 1 filed 60,000 shares of 4*4% cumulative convert¬
ible preferred (par $50;. Underwriter—W. E. Hutton
& Co. Offering—Price to public by amendment. Pro¬
ceeds—Redemption of $2.25 cumulative preferred stock;
acquisition of additional facilities, reduction of bank
loans, etc.

Tucson (Ariz.) Gas, Electric Light & Power Co.
March 29 filed 147,000 shares common stock (no par).
Stock constitutes ah of the outstanding common stock of
Tucson and is owned by Federal Light and Traction Co.
Underwriters—By amendment. Probable bidders in¬
clude Harriman Ripley & Co.; The First Boston Corp.
and Blyth & Co., Inc. (jointly). Offering—Federal will
offer the stock for sale at competitive bidding and price
to public will be filed by amendment.

Tyler (C. A.) & Co., Inc., Boston, Mass.
April 22 (-letter of notification) 490 shares no par com¬
mon stock. Price to public $125 per share. Under¬
writers—G. M. Rose & Co. Proceeds—For working
capital.

*. • v

■ Union Wire Rope Corp., Kansas City, Mo.
d?eb.4filed 42,000 shares capital stock (no par). Under-
- writers—P. W. Brooks & Co., Inc., New York. Offering
—Company will offer the 42,000 shares for a period of
two weeks after the effective date of registration for
sale to stockholders at $15.50 per share. ♦ For details
see issue of Feb. 7.

■■ United Grocers Co., Brooklyn (6/1)
April 25 (letter of notification) $300,000 5% debentures
dated June 1, 1946; due June 1, 1956. Offering—To be
offered by company to stockholders and customers; also
exchanged for $75,000 6% bonds to be redeemed July
£ 1946. Price, par. Proceeds—Proceeds will be used
as follows: payment of bonds, $75,000; construction of
hew building, $150,000; mechanizing warehouse equip¬
ment, $25,000; working capital, $50,000.

U. S. Airlines, Inc., St. Petersburg, Fla. (5/20)
April 22 filed 900,000 shares common stock (par $1)
and 300,000 stock purchase warrants, of which 150,000
have been issued to Harry R. Playford, President, and
150,000 will be issued to underwriters. Underwriters-
It. H. Johnson & Co. Offering—Price to public $3.25
per share. Proceeds—To pay principal and interest on
bank loan, to finance purchase of additional aircraft,
equipment, etc., and for working capital.

United States Rubber Ca., New York
April 11, $40,000,008 2^% debentures, due May 1, 1976.
Underwriters—Kuhn, Loeb & Co. Offering—Price to
public by amendment. Proceeds—To provide additional
working capital. Offering temporarily postponed. For
details see issue of April 18.

• United Veterans Co-Operative Group, Inc., N. Y.

May 2 (letter of notification) 4,000 shares of common
(par $5). Price to public $5 per share. No underwriting.
General purposes of the corporation.

Utility Appliance Corp., Los Angeles
March 29 filed 80,000 shares cumulative preferred stock,
$1. dividend convertible series ($15 par), and 80,000
shares common stock ($1 par). Underwriters—Bate-
man, Eichler & Co., Los Angeles. Offering—Price to
public is $16,625 a share for preferred and $5.25 a share
for the common. Proceeds—Purchase of business and
assets of Gaffers & Sattler and Occidental Stove Co.;
additions and tooling and additional working capital.
For details see issue of April 4.

Valley View Mines, Inc., Spokane, Wash.
April 17 (letter of notification) 200,000 shares common
stock. Price to public per share. Underwriter—
Standard Securities Corp., Spokane, Wash.

• Verdi Development Co., Carson City
May 6 (letter of notification) 1,000,000 shares (par 10f?).
Price to public 50 per share. No underwriting.

Virginia Red Lake Mines, Ltd.
June 24 filed 220,000 shares of capital stock (par $1—
Canadian). Underwriters—Willis E. Burnside & Co.,
New York. Offering—Offering price to public 28 cents
United States funds. For details see issue of Aug. 2,1945.

Walworth Co., N. Y. (5/10)
March 29 filed $4,500,000 convertible debentures due
May 1, 1976, and 20,000 shares of "cumulative convertible
preferred stock (no par). Interest and dividend rates
by amendment. Underwriters—Paine, Webber, Jackson
& Curtis and E. H. Rollins & Sons, Inc. Offering-
Price to public by amendment. Proceeds—$4,590,000
to redeem first mortgage 4% bonds due April 1, 1955;
$619,120 to restore working capital expended for re¬

demption of 6% preferred; $800,000 for improved foun¬

dry and finishing equipment; $220,000 for acquisition oj
two warehouses; balanee- for working capital. * For de-
tails see issue of April 4.

• Western Kentucky Gas Co., Owensboro
May 6 (letter of notification) 11,320 shares 4.80% cumu-
lative preferred. Price to public $26.50. Underwriter—
J. J. B. Hilliard & Son. *' ^^
• Whitedelf Mng. & Devel. Co., Clarks Fork, Ida*
April 29 (letter of notification) 200,000 shares, par 10
cents. Price to the public 50 cents per share. No under¬
writing.

• Wrisley (Allen B.) Co., Chicago, III.
May 6 (letter of notification) 3,000 shares cumulative
convertible preferred 4% series ($100 par). Price to
public $100. No underwriting.

Yank Yellowknife Gold Mines, Ltd., Tor., Ont.
Feb. 13 filed 1,000,000 shares of common stock (par. $1)*
Underwriters—J. J. Carrick, Ltd., Toronto, Canada. Of¬
fering—Price to public 30 cents per share, United Statea
funds. For details see issue of Feb. 21.

• York (Pa.) County Gas Co. (5/27)
May 8 filed $1,700,000 first mortgage bonds, due 1976.
The issue will be sold at competitive bidding, with the
successful bidder fixing the interest rate. Offering-
Price by amendment. Proceeds—Proceeds, together with
cash received from sale of $450,600 serial notes to Com-
mercial National Bank of New York, together with pro¬
ceed!? from sale of 3,600 shares of North Penn Gas Co., to
Pennsylvania Gas & Electric Co., will be used to redeem
$1,019,300 Pennsylvania Gas & Electric Corp. first lien
and refunding mortgage, series A, 5V2S, due Sept. 1,
1955, at 102%; redeem $1,193,000 Pennsylvania Gas &
Electric Corp. first lien and refunding mortgage 5s; pay
$100,000 unsecured note to Commercial National Banls
of New York; and reimburse York's treasury for ex¬

penditures in connection with the financing underwri¬
ters. Business—The company manufactures gas and dis¬
tributes it in the city of York, Pa., and surrounding ter¬
ritory. ' ••*•••> *

• Young-Prowse Mining-&*Chemical Corp., Butte,
Mont. .. V

April 29 (letter of notification) 100,000 shares capital
stock. Price to public $1 per share. No underwriting.
For development. . . ^

Young Radiator Co., Racine, Wis.
Jan. 29 filed 100,000 shares of common stock (par $1);
also registered 40,000 shares of common for issuance upon
exercise of warrants. Underwriters—Van Alstyne, Noel
& Co. Offering—Price to public $8.25 per share. Ol
40,000 warrants to purchase common stock at $8.25 per
share prior to Feb. 1, 1951, 20,000 were issue to stock¬
holders on recapitalization and 20,000 are being sold-.to
underwriters at 10 cents per warrant share. Offering
postponed indefinitely. For details see issue of Feb. 7.

Prospective Security Offerings

.AA. C. F. Brill Motors Co., New York
May 8 reported company may refund in near future its
$4,500,000 6% income debentures due Dec. 31,-1969.
r'i ' J' (l 'J - *"•,'£*. •" i •"» . f ' L
1.. /Air Services, Inc., New York -

April 1 company was reported planning sale of 150,000
-shares of common stock through B. G, Cantor & Co.,
-New York,- as underwriter. Price about $2 per share;
.Company's headquarters will be located within eight
miles of New York City. Principal business will be
student training and charter service.

© American Bemberg Corp., New York
June 25 stockholders will vote on proposal that present
7% preferred stock be exchanged for new 4%% issue.
Alternative plan would be the refunding of the issue
through sale of other securities.

American Bosch Corp.
April 16 reported that Alien Property Custodian may
Shortly ask for bids on 535,000 shares (77.24%) of the
stock of the corporation. Probable bidders include
;Glore, Forgan & Co. and Lehman Brothers (jointly),
and Blyth & Co., Inc., and Merrill Lynch, Pierce, Fenner
& Beane (jointly).

' American Broadcasting Co., New York
April 25, E. J. Noble, Chairman, announced company
is planning to offer a substantial amount of authorized

(

United States Government,
State, Municipal and

Corporate Securities

blair co.
INC.

NEW YORK X. > ' .

'boston Buffalo Chicago ' Cleveland

Vgphiladelphiag g* 'pittsburgh, v xfcuifet*?'

(NOT YET IN REGISTRATION)

• INDICATES ADDITIONS SINCE PREVIOUS ISSUE

but unissued common stock to the public and to owners
of radio stations affiliated with the network, through
an underwriting group headed fcy Dillon, Read & Co.
Inc. Offer is dependent on approval of FCC.

American Gas & Power Co.

April 10 company (name to be changed to Minneapolis
Gas Co.), under modified plan approved by SEC, reserves
right to make public offering of not in excess of 874,078
shares of new common stock. Probable bidders include
White, Weld & Co., W. C. Langley & Co., Otis & Co.

American Rolling Mill Co., Middletown, Ohio
April 19 company reports that under a refinancing plan
now being negotiated, it is expected that outstanding
$15,500,000 term bank loans will be retired in near

future. Probable underwriters include W. E. Hutton
& Co.; Smith, Barney & Co., and The First Boston Corp.

Arkansas Power & Light Co., Little Rock, Ark.
March 30 reported company planned to issue 290,000
shares common stock (par $12.50) and $5,000,000 in
promissory notes, for purpose of paying current promis¬
sory notes and finance expansion program. Probable
bidders include Dillon, Head & Co. !ne.; The First Bos¬
ton Corp., and Blyth & Co., Inc.

Artloom Corp., Philadelphia
July 16 stockholders will vote on increasing common
stock by 300,000 shares, the new stock to be offered
stockholders at $10 per share. Proceeds for expansion
and working capital. Probable underwriters, Lehman
Brothers.

• Atlantic Refining Co., Philadelphia
May 7 stockholders approved proposal to increase the
company's indebtedness from time to time by additional
amounts not in excess of $50,000,000 in aggregate. The
purpose of the plan, it was said, is to place the company
in a position to fund bank loans, add to working capital
and to provide funds for capital expenditures. Probable
.underwriters include Smith, Barney & Co.-

Atlas Imperial Diesel Engine Co., Oakdale, Calif.
•April 19, -stockholders;;.voted.to ..split: ;common - stock
'

2,for 1 and:create new pyefoi:r!Bdilaue,o^.SO(J,00(l . (par
$10^ of whiclj 150,000.shares,;woiild^ be issuedand sold

to finance purchase of constituent company, improve¬
ments, etc. Blyth & Co., Inc., probable underwriters. A

• Baltimore &' Ohio RR; * ,

May 8 it was reported a refunding operation which may
eventually involve more than $400,000,000 in obligations
is under- consideration. Probable underwriters include
Kuhn, Loeb & Co., and Alex. Brown & Sons.

Bangor & Aroostook RR., Bangor, Me.
April 16 stockholders authorized new mortgage. Com¬
pany contemplates refinancing one-third of outstanding
funded debt (Dec. 31, 1945, $12,665,000) through sale of
equal amount of bonds under new mortgage, through
competitive bidding. Probable bidders include Harri-
man, Ripley & Co., Inc.; Lee Higginson Corp., and
Halsey, Stuart & Co. Inc.

Beatrice Creamery Co., Chicago
May 1 company stated early registration of 59,862 shares
of cumulative convertible preferred stock (par $100)
expected. The new issue, to be voted on by stock¬
holders June 1, will be offered in exchange for $4.25
preferred. Glore, Forgan & Co. will be underwriters,

Bridgeport (Conn.) Brass Co.
April 23 stockholders voted to issue an additional 450,000
shares of common stock when and if new capital is
needed. Probable underwriters, Hincks Bro. & Co.;
Stone & Webster Securities Corp.; Hornblower & Weeks.

• Bruce (E. L.) Co., Memphis

May 27 stockholders will vote on authorizing a new issue
of 19,000 shares of 3%% preferred stock (par $100).
Proceeds would be used to refund 15,000 shares of 7%
and 3V2 % issues now outstanding and for corporate
purposes. Shell Pension Fund and Shell Provident Fund
have agreed to purchase the issue.

(The) Budd Co., Philadelphia
June 11 stockholders of Edward G. Budd Co., and Budd
Manufacturing will vote on merging, the surviving com¬

pany to be The Budd Co. Additional capital would be
provided through sale of 537,000 shares of common stock
to be initially offered to stockholders on a one.for five
basis. New company would also sell $30,000,000- of de-.

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



HfN?;. $. v&-<M vfcb#»pr!T

$olume 163 Number 4488 THE,COMMERCIAt..&iElNAIJCIAZ-CHRONICLB
waaftawwfcMfiW.'

V"

• I'+frn+frvvi; ■ * .*»*

■::"■'-•;/
'^•'rv' 2553":

bentiires., to retire existing indebtedness. Probable *

Rhodes '- ,1' • ..'
• 'W . • .. •»*- - r- •• - • ; ,, v ., _■ '. " ~

^r.

Jt^California Electric Power;Co., Riverside^ Calif.;
The sale of $16,000,000 first mortgage bonds and 170,000
shares of common stock is" expected about.May - 30.
Probable bidders include Dillon, Read & Co. Inc.
<bonds); The First Boston Corp.; Halsey, Stuart & Co.,
Inc. (bonds); Kidder, Peabody & Co.; Stone & Webster
Securities Corp. (stock).

■

. •,«4 ; r' ■'; '•• ••; "/v *;. ••' " ', r "*•'•. " -*
Central & Southwest Utilities Co., Wilmington,

Del.

Third amended plan filed with SEC in March provides
that company be merged with American Public Service
Co. into corporation known as Central & South West
Corp. • Sufficient number of shares of new company
would be sold at competitive bidding to provide funds,
not otherwise supplied, to retire outstanding preferred
stocks of Central and American. Possible bidders: Glore,
Forgan & Co.; Lehman Brothers-Lazard Freres & Co.
(Joint); Smith Barney & Co.-Harriman, Ripley & Co.
(Joint); Blyth & Co., Inc., Stone & Webster Securities
Corp. and First Boston Corp. (Joint).

> - Chicago Milwaukee St. Paul & Pacific RR.
Issuance by the road of $58,900,000 lower-coupon first
mortgage bonds, proceeds from the sale of which would
be used to redeem first mortgage 4% bonds, 1994,
now is expected to be delayed until all litigation on
the reorganization is completed. Earlier plans were for
the retirement of the bonds July 1. Three investment
banking groups were set up to enter competition for
any new offering, viz.: Kuhn, Loeb & Co.; Mellon Se¬
curities Corp., and Halsey, Stuart & Co., Inc.

Columbia Gas & Electric Corp., New York
April 12 it was stated that in final step in recapitaliza¬
tion program, corporation is expected to sell approxi¬
mately $100,000,000 debentures to pay off balance of
senior securities and provide funds for property ex¬

pansion. Probable bidders include: Glore, Forgan &
Co.; W. E. Hutton & Co., and Halsey, Stuart & Co., Inc.

■ *■ *

Consolidated Edison Co. of New York, Inc.
March 18 stockholders granted management's request to
mortgage system's properties said to be forerunner to
refund $304,240,000 callable debentures. Contemplated
Snow bonds, to be sold at competitive bidding, would
initially, it is said, involve $100,000,000. Morgan Stanley
<5$ Co. probable underwriters.
' Consumers Power Co., Jackson, Mich.
March 14 filed with Michigan P. U. Commission appli¬
cation to sell at competitive bidding 876,568 common
shares, after capital adjustment. Proceeds for extensions.
Probable bidders include Morgan Stanley & Co.; Leh¬
man Brothers; Harriman, Ripley & Co., and Mellon Se-
curites Corp. (jointly).

Detroit Edison Co., Detroit, Mich.
March 19 committee of directors formed to consider
refinancing of $65,000,000 3%s and 4s. Probable bidders
include: Mellon Securities Corp., First Boston Corp.,
Dillon, Read & Co. Inc., Coffin & Burr, Halsey, Stuart
&Co., Inc., and Spencer Trask & Co.

• Empire District Electric Co., Joplin, Mo.
May 3 company filed application with the Arkansas P. S.
Commission for authority to issue $2,000,000 2"%% first
mortgage bonds due in 1976. Proceeds would be used for
additions and improvements to the company's properties
in Missouri, Arkansas, Kansas and Oklahoma. Probable
bidders include The First Boston Corp.; Halsey, Stuart
& Co. Inc.; Shields & Co. and Lehman Brothers.

• Fleetwood-Airflow, Inc., Wilkes-Barre, Pa.
May 8 reported that company would shortly file letter
of notification for an issue of 91,767 shares of common
stock (par 50c) to be publicly offered at $3 per share.
^Underwriters will be Amos Treat & Co., New York.
Company manufactures a line of refrigeration products
for retail stores and the patented airflow beer dispenser
equipment.

• General Cable Corp., New York

May 4 reported stockholders will vote June 10 on

changes in the certificate of incorporation necessary to
effect a proposed recapitalization in which present pre¬
ferred stock and dividend arrears would be exchanged
for two new classes of preferred and a cash adjustment.
Under the plan holders of each outstanding share of 7%
preferred would receive one share of new 4% 1st pre¬
ferred ($100 par), one share of new ($50 par) 4% con¬
vertible second preferred, and $12.50 a share in cash,
plus accrued dividends from May 1 to the exchange date.
The exchange offer would be underwritten and the un¬

exchanged shares of old stock would be called for re¬

demption Aug. 1 at $110 a share, plus accrued dividends
of $52.50 a share and the current dividends due Aug. 1.
Probable underwriter, Dillon, Read & Co. Inc.

, General Telephone Corp., New York
April 17 stockholders approved amendment to certifi¬
cate of incorporation modifying restrictions against in¬
curring debt for capital purposes without specific stock¬
holders' approval. Stockholders also approved amend¬
ment to authorize 175,000 additional preferred shares.
Probable bidders include Paine, Webber, Jackson &
Curtis.

Gimbel Brothers, Inc., New York City
May 14 stockholders will vote on increasing authorized

? common from 1,959,775 shares to 4,000,000 shares (par

$5).^o imm^kte:jssuai^nof^e additional sharesids >
contemplated, it is said*, but authorization is asked in ;

order that shares may be available for needs when they
arise.' Probable underwriters, Goldman, Sachs & Co.,
and Lehman Brothers.. ; . .

• : Graef & Schmidt, Inc., New York
The Alien Property Custodian invites bids for the pur¬
chase, as a whole, of 100 shares of common stock (no
par) constituting all the issued and outstanding com¬
mon stock. Company presently is engaged in the manu¬
facture and sale of a line of scissors and shears. All bids
must be presented at the Office of Alien Property Cus¬
todian, 120 Broadway, New York 5, N. Y., on or before
12 noon (EDST) June 7, 1946.

• Gulf States Utilities Co., Beaumont, Texas
May 2 it was reported company has under considera¬

tion the refunding of its outstanding $27,300,000 3%%
bonds due 1969. Probable bidders include Stone & Web¬
ster Securities Corp. and Halsey, Stuart & Co. Inc.

• Huyler's, New York City
May 5 reported that stockholders' meeting will be con¬
vened shortly for purpose of increasing authorized com¬
mon from 600,000 to 700,000 shares; to authorize the
sale of the 100,000 shares plus 41,530 now unissued (to¬
tal 141,530) at not less than $10 per share. Proceeds
would be used to redeem loan, preferred stock and for
working capital.

• Illinois Central RR.

May 3 it was announced that in connection with pro¬
posed bond refunding plan company proposes to sell
$35,000,000 first and refunding mortgage bonds Series B.
Proceeds would be used to retire outstanding refunding
mortgage bonds to be called for payment Nov. 1 at 107 %.
Probable bidders: Kuhn, Loeb & Co.

Illinois Power Co., Decatur, III.
April 11 company filed plan with SEC to simplify capi¬
tal structure. Plan contemplates the conversion of 5%
cumulative preferred stock (par $50) into common stock
on basis of two common shares for one preferred. Com¬
pany states underwriting is available for this conver¬
sion program and will cover a 30-day commitment to
purchase enough additional common to redeem any pre¬
ferred not tendered for conversion. Company proposes
issuance of 200,000 shares of new preferred (par $50)
and such additional common shares to provide cash to
pay dividend arrears certificates ($11,596,680). Prob¬
able bidders include Merrill Lynch, Pierce, Fenner &
Beane; Otis & Co., and the First Boston Corp.

Indianapolis (Ind.) Power & Light Co.
April 24 it was reported that company probably will
replace its $32,000,000 first 3V4S due May 1, 1970, with
new lower-cost securities. Probable underwriters in¬
clude Lehman Brothers; Blyth & Co., Inc., and Halsey,
Stuart & Co. Inc.

• Indianapolis (Ind.) Water Co.

May 6 company filed a petition with the Indiana State
P. S. Commission asking permission to sell. $14,725,000
bonds bearing 2%% interest and due in 1976 at not less
than 101%. Proceeds will be used to redeem $14,425,-
000 of 3%% bonds callable at 104 and due in 196(5. Prob¬
able underwriters include Morgan Stanley & Co., and
Harriman, Ripley & Co.

Industrial Rayon Corp., Cleveland, Ohio
March 27 stockholders increased authorized common

from 1,200,000 shares (no par) to 3,000,000 shares (par
$1). The outstanding 759,325 shares were split 2 for 1,
increasing outstanding shares to 1,518,650. Unissued
shares will be available for issuance when needed for
future expansion. Kuhn, Loeb & Co., Harriman, Ripley
& Co. and associates underwrote preferred financing
in 1944.

International Minerals & Chemicals Corp.,
Chicago, III.

May 20 stockholders will vote on approving sale of 145,-
834 unissued common shares. It is proposed to give
stockholders rights to purchase additional shares on
basis of one new share for each five common shares held.

White, Weld & Co. will be underwriters.

• International Telephone & Telegraph Corp., N.Y.
May 8 it was reported that consideration has been given
to one or more refunding operations for the liquidation
of all or part of the outstanding debenture bonds, which
at Dec. 31, 1945, stood at $28,701,000 25-year 4%s and
$43,530,000 25-year 5s. Probable underwriters include
Morgan Stanley & Co., and Smith, Barney & Co.

Kansas City Southern Ry., Kansas City, Mo.
May 14 stockholders will vote on proposal to issue
$14,000,000 additional first mtge. bonds as part of program
to refund $14,000,000 Louisiana & Arkansas Ry. 1st
Mtge. 5s. Probable bidders, Halsey, Stuart & Co., Kidder,
Peabody & Co., and Kuhn, Loeb & Co.

Kurman Electronic Corp.
Company, manufacturer of various electrical relays and
clocks, is reported planning the sale of 90,000 shares of
common stock through B. G. Cantor & Co. An addir
tional 7,500 shares would be sold for account of N. S.
Kurman, President. Price $3 per share.

• ; Mead Corp., Chillicothe, Ohio /
June 9 stockholders willvote on authorizing refunding Of
$8,000,000 privately-held first mortgage 3V8% bonds due
1960 and refinancing the outstanding 30,755 (no par) $6

^cumulative pre(erir.ed:stock.Se£ies: AJaud;:49f079 (np par)
$5.50 cumulative preferred stock. The refinahdngrwonld>
be. accomplished; .through ;the' sale" of i new' bonds and'
preferred stock carrying lower dividend rate*:The pro^i
posed financing-would' also provide for. $7,000,000 new;
capital for expansion purposes., Probable underwriters
include.Drexel & Co., and Lehman Brothers." " V*

Michigan Gas & Electric Co., Three Rivers, :
Mich. ;

April 1 filed with SEC application to seJHa)* $3,500,000;
first mortgage bonds due April 1, 1976* (b) 14,000 preT ;
ferred shares (par $100) and (c) $400,000 common»'stock>
(par $10). All issues would be sold through competitive:
bidding. Probable bidders include Blyth & Co., Inc.;
Kidder, Peabody & Co.; The First Boston Corp.; Harris,
Hall & Co. (Inc.); Merrill Lynch,-Pierce, Fenner, &
Beane, and Ira Haupt & Co. ; $ Vv *

• Michigan-Wisconsin Pipe Lino Co'. V * .

May 3 it was reported that Michigan; (Consolidated; Gas
Co., through the purchase of $17,000,000 in common

stock, would acquire full control of the Michigan-Wis¬
consin. Pipe Line. Co. Sale of the stock to Michigan.
Consolidated would be a part of the initial financing
of the new company, which propbs'es. to buifd a
000,000 pipe line to bring natural gas from Texas to
Midwest States. Michigan-Wisconsin's proposals also
contemplates issuance of $6,000,000 in 2% 5-year serial,
notes and of $34,000,000 in 3!/4% 20-year first mortgage.:
bonds to complete the "initial financing." The plan has
yet to be presented to the SEC. Probable underwriters-
of the bonds include Dillon, Read & Co. Inc.; Glore,
Forgan & Co., and White, Weld & Co. .1

• Milwaukee Gas Light Co.
May 6 it was reported company is considering refund-;^
ing its $3,000,000 4V2% bonds due 1967 and the refunding
or retiring of the $2,000,000 outstanding 7% preferred'
stock. Refunding step would strengthen company's cap:i-.
tal structure as a forerunner to distribution of its: stock*
by the American Light & Traction Co., parent, to enable,
latter to meet Utility Holding Company Act require-'
ments. Probable bidders include Otis & Co., and Glor^
Forgan & Co. : ^ v .. - I

• Missouri Power & Light Co., Jefferson Cityi Mo.'
May 3 company; a subsidiary of North American. Light'.
& Power Co., requested the SEC for authority for a
proposed refinancing program. Missouri proposes fo re¬
deem and retire all of its 50,000 shares of $6 preferred,
stock and to issue and sell for cash 40,000 shares of new/
($100 par) preferred stock; reclassify and convert its
75,000 shares of existing common stock (no par) into
165,000 shares of new common ($20 par) and retire al}'
and refund part of its outstanding debt by redeeming,
its $9,000,000 aggregate principal amount of first mort-'.
gage bonds, 3%% series due 1966, and issuing and selling '
$7,500,000 new first-mortgage bonds, due 1976 at corn-1
petitive bidding. Probable bidders include Halsey, Stu^
art & Co. Inc. (bonds only); The First Boston Corp.;
Blyth & Co., Inc.; Coffin & Burr, Inc., and Kidder,;
Peabody & Co.

• Montgomery Ward & Co., Chicago
Sewell L. Avery, Chairman, following the annual stock¬
holders^ = meeting* indicated that rights may shortly be
offered to shareholders to raise funds to finance an ex¬

panded volume of business. ,Probable underwriters if
stock is offered include Glore,Yorgan & Co., and Shields
& Co.

Nashville Chattanooga & St. Louis Ry.
April 24 company has under consideration plans fbr
sale on May 9 of $15,000,000 new bonds. The new issu£
will be designed to provide funds for retirement of th^
outstanding first 4s, due 1978. Probable bidders include
Halsey, Stuart & Co.: Morgan Stanley ,& Co., and The
First Boston Corp. Bids Invited—Bids for purchase of
the bonds will be received at company's office, 71
Broadway, New York City, until noon (EDST) May 9.

New England Gas & Electric Association, Cam¬
bridge, Mass.

March 27 filed amended recapitalization plan with SEC
providing for sale at competitive bidding of (a) 22,r
500,000 20-year sinking fund collateral trust bonds, plus
(b) sufficient shares of new common stock out of the
original issue of 2,300,000 shares to supply $11,500,000.
Proceeds will be used to retire at par and interest out¬
standing debentures. Bidders may include Halsey, Stuart
& Co., Inc. (for bonds only), Bear, Stearns & Co. (for
stock only), First Boston Corp., White, Weld & Cb-r
Kidder, Peabody & Co. (Joint).

New York Dock Co., N. Y.

April 24 reported negotiations will be resumed withih
month for refunding of $10,000,000 first mortgage 4:
due 1951. New issue will probably run 25 years. Prob
able underwriters, Hayden, Stone & Co.,'and Halsej
Stuart & Co., Inc.

Northern Indiana Public Service Co. y

April 17 reported that company has under consideration
the refunding of its $45,000,000 series C 3Vss with issu
of about same size carrying lower coupon rate. Probable
bidders, Halsey, Stuart & Co. Inc., and Harriman, Ripley
& Co.

Northern Pacific Ry., St» Paul, Minn.. - .<

It was reported April 10 that company has under con'r
sideration the refunding of $55,000,000 collateral trust
4%% bonds due 1975 and the issuance of a new series.

(Continued on page 2554) ' / ^
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0$ collateral trust bonds; Prospective- bidders Morgany
Stanley &. Co., Halsey, Stuart & Co. and Kidder, Pea*
pody & Co;

\ v Northern States Power Co. of Minnesota'
April 23 Lehman Brothers; Kiter & Co,; Lehifrah Corp.#-
and Overseas Securities Co., Inc., submitted to SEC a
draft of a proposed reorganization plan for Northern
States Power Co. (Del.) which provides for a "stock
and option to sell for cash" method of distribution.

H Plan provides for reclassification of common of North¬
ern States Power of Minnesota, operating company, into
8,216,228 shares of common, all of which will be owned
by the Delaware parent and distributed to the latter's
preferred and common stockholders. The stock to be
distributed would be equal to the call price of the pre¬
ferred stock and a bonus. The offering price of the Min¬
nesota common would be determined by negotiation be¬
tween representatives of the underwriting syndicate
and of present holders of the Delaware company's
class A and B common stocks. Probable bidders include
Merrill Lynch, Pierce, Fenner & Beane; Paine, Webber,
Jackson & Curtis, and Blyth & Co., Inc.

*
c' /j \ ^ '

Ohio Edison Co., Toledo, Ohio
March 21 filed with Ohio P. U. Commission application
to sell through competitive bidding 204,153 shares of
Common stock. Proceeds for expansion, etc. Hearing on
application before SEC will be held June 5. Probable
bidders include First Boston Corp.; Glore, Forgan & Co.;
White,Weld & Co -Shields & CO. (jointly); Morgan Stan¬
ley & Co., and Stone & Webster Securities Corp.

Oklahoma Gas & Electric Co.f Oklahoma City
Company contemplates at same time Standard Gas &
Electric Co. sells its holding of common stock (in ac¬

cordance with SEC regulations) to sell approximately
140,006 shares of new common stocky proceeds ofwhich
will be used to reimburse treasury and retire bank loan
used in redeeming the 7% preferred stock. Probable
bidders will include Merrill Lynch, Pierce, Fenner &

£eane; The First Boston Corp., and White,- Weld & Co.

Panhandle Producing & Refining Co.
April * 24# annual report reveals company is contem¬
plating an offering to stockholders of authorized but
unissued common stock before the close of 1946 to

finance projects in Latin America*,

i Pennsylvania Edison Co., Altoona# Pa.
March 28 company applied to the SEC for permission to
issue (a) $23,500,000 first mortgage bonds series of 1976,
and (b) 101,000 shares of series C: cumidative. preferred'
stock, with a dividend rate not to exceed 4%. Both
issues are to be sold through competitive/bidding. Prob¬
able bidders include:Mellon Securities Corpi, Smith,
Barney & Co., Kidder, Peabody & Co., andMerrill Lynch,
Pierce, Fenner & Beane.

• Pennsylvania Gas & Electric Corp., York# Pa.
May 7 corporation applied to the SEC for permission tof
sell all of the common, stock of the Petersburg & Hope-
well Gas Co. (a subsidiary) consisting of 55,000 shares -

(par $10) to Scott, Horner & Mason, Inc., of Lynchburg,
Va., for $600,000, plus closing adjustments.

Pere Marquette Ry.
April 24, W. H, Wenneman stated that refinancing; of
company's $59,749,000 first mortgage 3%s will be un¬
dertaken following consummation of merger of road
with Chesapeake & Ohio Ry. Probable underwriters
include Halsey, Stuart & Co., Inc., and Blyth & Co., Inc;

Philadelphia (Pa.) Electric Power Co.
April 19 company filed with SEC a plan to simplify
capital structure which, embraces among others the pro¬

posed sale through competitive bidding of $30,000,000
first mortgage bonds due 1975; $12,000,000 of serial notes
to be sold to banks, insurance companies and institutions;
issue of 242,000 common shares in exchange for demand
notes of Philadelphia Electric Co., parent, and sell
120,000 common shares to Philadelphia Electric Co,
Probable. bidders will include Halsey, Stuart & Co.,
Inc.; Drexel & Co.; Kidder, Peabody & Co.; Shields
& Co.,,and White, Weld & Co. (jointly); Morgan Stanley
& Co.;
y;'■ V .•

Philco Corp., Philadelphia
May 17 stockholders will vote on increasing capital;
stock from 2,000,000 shares of common to a total of
3,370,057 shares, consisting of 250,000 preferred Shares
<par $100), 2,500,000 common shares (par $3) and 620,057
class B stock (par $3). Purpose is to secure permanent
capital as may be required for future expansion. Smithy
Barney & Co. probable underwrite* if sale of securities
takes place.

Pittston Co., Hoboken# N. J. ^ . x, '

Company it is understood expects to register at an early
date for public; offering an issue nf l5*ye^r debenture#
add additional; income' debentures. Probahle' underr

writers, Blair & Co. _

• Radio-Keith-Orpheum Corp., New York
May "4* Bv Bdyd Hatch; Executive1Vice-President of Atlas ,

Corp., stated that company may shortly dispose of all-or!
part of its holding of R-K-O common stock; which
amounted to 1,329,020 shares-(43%) Dec. 31. 1945, with
a total market value as of that date of $21,762,702. Sale
may be made by June 30 or some time in the fall. Prob¬
able underwriters if stock is sold, Dillon, Read & Co.
Inc. v

Rochester (N. Y.) Telephone Corp.
The New Yorx Public Service Commission has author¬
ized the sale to Halsey, Stuart & Co., Inc., of $6,238,000
35-year 2V2% first mortgage bonds at a premium of
$32,000, under agreement that corporation shall offer
bonds at competitive sale within5 <90 days, and- if better
offer is received, it shall reacquire and dispose:, of the
bonds to the best bidder. Previously the Commission,
denied corporation's petition to sell the issue privately..
• Royal Dutch Airlines# Amsterdam
May 3 press dispatch from Amsterdam stated that K. L.
M. (Royal Dutch Airlines) will shortly conclude a $10,-
000,000 loan with an American bankers' syndicate.

St. Louis (Mo.) Public Service Co. w.:.

April 19 company has petitioned the Missouri Public
Service Commission to simplify its financial structure,
including reduction in interest and sinking fund changes.
Company proposes to retire current funded debt ($11,-
640,683) and to issue up to $10,000,OOO.mew bonds; -but
limited originally to $6,000,000. ^-Probable bidders in¬
clude White, Weld & Co.; Blyth & Conine., and First
Boston Corp. ' v a

• Seaboard Corp., Harrisburg, Pa.
April 30 John Stapf, President, announced that proposals
and plans for the refinancing of corporation and affiliated -

interests will be received until June 1, 1946, by- the com¬
pany. Operations consist mainly of owning and managing
22 water utilities located in several states. Interested
firms are invited to communicate with the general office,
N. Sixth St., Harrisburg, Pa,

• Seaboard Fruit Co., Int., New York
It is understood that company will file a letter of no¬

tification in the near future covering an issue of con¬

vertible Class A stock and common stock to be offered

in units of one share of each, the aggregate to be in the
neighborhood of $295,000. It is expected that Hill,

Thompson & Co., will be underwriters. Company, which
is in business for about nine years, is engaged in the
exporting of fruit, meats, vegetables, etc., to Latin Amer¬
ican countries.

. - _

• Socony Vacuum Oil Co*; Inc.
May 7 reported company contemplating refunding its
$50,000,000 outstanding 3%, sinking fund debentures due
July 1, 1964, and possibly a part of the $50,000,000 serial
notes now held by banks. It is believed new issue would
carry a coupon rate of 2%-214% and would mature in
25 years. Probable underwriter, Morgan Stanley & Co.

-Southern Co., New York
The Southern Co. (to be successor to Commonwealth
& Southern Corp.) proposes to sell for cash (when
Commonwealth's recapitalization plan becomes effec¬

tive) sufficient common stock to realize $10,000,000, to
be invested in Southern Co.'s subsidiaries and new

construction.

Southern Natural Gas Co.

Company has under consideration a plan to issue ap¬

proximately $18,000,000 bonds due 1965 to refund out¬

standing bonds and serial notes. Probable underwriters
included Halsey, Stuart & Co., Inc.; Kidder, Peabody &
Co. and Blyth & Co., Inc. (jointly).

Spiegel# Inc., New York
April 25 stockholders voted to increase common stock
from 1,750,000 to 3,000,000 shares (par $2) and granted
an option to employees and officials to purchase an

additional 30,000 shares. The additional shares woulcfc

tat'Used.«* increase working capital when necessary*
Probable underwriter, Harriman Ripley & Co.

• Standard Gas & Electric Go. v

May 15 hearing will be held before SEC on application
of Standard Power & Light Corp. for authority to sell

from time to time all or any part qf 1,600,000 common

shares of< S, G*-E:#;new ownedrby it, such sales tdJje
either private sales for investment or to be made in the
open or counter market.

Sunray Gil Corp. ; - Kk .

May 1 proposed merger of, Sunday and Transwestern
Oil Co* announced, S3jbject* to stockhold^Sh^pfbval,'
Public distribution of securities of Sunray is proposed

with,-Eastman# Billon & Co. principal underwriters.
i ■

• Sutherland Paper Cq.*_Kalamazoo, Mich.
May 6. it was reported company ^ bad Under consideration
somemew" financing. Probable- undehvritOr^Hairis, Half"'
& Co* (Ine.)v._ " . , , . . ;*■ -

text^nc. — ■ ..

April 30 if Was Sta'.ed that a plan was under;way it*
finance a new company tp;acquire the assets of ' Nashua!"
Manufacturing Co., 95% of the common stock of which
is owned by Tbxtron. Frobable underwriter, Blair & Co., r

Union Electric Co* df Missouri ? fr;
ft la rumored, that company contemplates refunding -lis <

outstanding $90,000,000 3%s of 1971 with, lower dPSfc-
obligations; Possible bidders would include Dillon, Read
& Co. Inc.#-and Halsey, Stuart & Co., InC;1" '' r '

• United Drug, Inc. *
May 4 it was stated that public offering of between.,*
600,000 and 1,000,000 shares of additional capital stock,
now being negotiated with: underwriters. The actual.
sizeof the? offering will depend on progress of finane-,
ing discussions ,and prevailing business conditions.]
Stockholders will vote May 14 on proposal to reduce, the.
par value of the capital stock from $5 to $2.50 a share,,
and increase authorized capital stock from 1,400,560
shares to 5,000,000 shares. Stockholders will also be,
asked to approve a two-for-one split of the present,;*
capital stock. A proposal to change the name of thef
company to United-Rexall Drug, Inc., will be voted on
at the same meeting. Probable underwriter, Smith,
Barney & Co. . . , -

United Printers & Publishers Inc., Jollet, life j
April 10 stockholders ~ voted to increase authorized,
common stock (par $1) from 400,000 shares to 1,000,000 -

shares. Company "contemplates sale of 165,656 addi- - 4
tional shares, proceeds of which will be used to redeem
at $35 a shar.e outstanding 100,000 $2 preference stock. 3
Probable underwriter A. C. Allyn & Co.

United States. Radiator Corp., Detroit
April 24 annual meeting adjourned to May 15 when new
plan of recapitalization and refinancing should be ready
for submission to stockholders. Previous plan- rejected]
by stockholders March 1 last. Probable underwriters,7*
White, Weld & Co.

• Vacuum Concrete Inc., New York
May 3 reported stockholders approved increase in
authorized capital from 310,000 shares (par $1) to 350,00*1'
shares (par $1). Additional stock will be used to obtain
working capital and for purchase of assets of Vacuum
Concrete Corp., parent which it is planned to liquidate.
Probable underwri.er, Hanson & Hanson. -

Wabash Railway
May 1 it was reported that company may possibly' re¬
fund its $47,000,000 first mortgage 314s of 1971 with a

lower coupon issue; Possible bidders include Halsey,
Stuart & Co., Inc., and Kuhn, Loeb & Co.

Western Maryland Ry., Baltimore •

Company will receive bids up to 10 a.m. (EST) May 14#>
at its office, 506 Standard Oil Bldg., Baltimore, Md.^ for
the purchase of $2,000,000 equipment trust certificates
series J, to be dated June 15, 1946 and payable $200,00(f
annually June 15, 1947 to 1956. Probable bidders in¬
clude Halsey, Stuart & Co., Inc., and Salomon Brothers
& Hutzler. ,

Western Pacific RR.

April 11 ICC conditionally authorized company to issue.
$i0,009,000 first mortgage bonds, series B, due Jan. f#
1981, proceeds to be used to refund a like amount of
first mortgage 4% bonds due Jan. 1, 1974, and held by
RFC. Interest rate to be specified in bids. Probablte
bidders include Blyth & Co., Inc.; Bear, Stearns & Co>
Halsey, Stuart & Co. Inc.; Merrill Lynch, PiOrce, Fen¬
ner & Beane; Shields & Co., and Glore, Forgan & Co.

• Willys-Overland Motors, Inc. . >

May 6 it was reported that company had under con-,

templation a financing program to provide it with funds
for post-war expansion of production. Stockholders, it
is said, will be invited to subscribe either to a new

ferred stock issue or to additional common shares, pos¬
sibly on a l-for-8 basis,1 or for bo h. ' Only a preferred,
offering will be underwritten. ; / . .. "

Wisconsin Power & Light Co., Madison, WI&- '
April 23 under dissolution plam of North .West Utilities^:

filed withSEC, Middle:West Cdrp*: (patent)#,
poses to invite bids for sale of not more than 32,000-
shares of common stock of Wisconsin,, as would not be
distributed to stockholders of Middle West. Probable
bidders include Merrill Lynch* Pierce, Fenner & B

White, Weld & Co.# Glore, Forgan & Co,, and The Wis-,
consin Co.

. - r; L . . , ^ ,

Jan. 21 company and parent Consolidated Edison Co. of
New York, Iiie; applied td New York V. & Commission
for authority to issue $9,000,000 30-year debs., int. rate
hot to exceed^23/4^, to* .be 'guaranteed by ,parent., issiiei
to be sold through competitive bidding. Possible bidders
include Halsey,..Stuart & Co.; Inc.;' Morgan Startleyr^

; Co.; Lehman,Bt^^ Hai^iman-Ripley 8i Co, and fthipni-
Securities Corp. (Joint); Blyth & Co., Inc.^iShields'
Co. and White, WeM'>;Cp;^oint); W. .Ci:Xangley &
SCd$MerrilIi Lyncjfe^Pierse!Beane, and Kidded
Peabody & Co* (jointly).
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J| The decline in corporate bonds,
touched off by the sharp fall in
long-term Treasuries over the last
several weeks, appears to have
been checked.;But the market dis¬
plays little in the way of resili¬
ency, particularly in the case of
some of the more recent of the
new issues.
< True, the Treasury list is only
slightly above its lows for the re-
Cent drop and since government
securities provide the base of the
money market this probably ex¬

plains the lack of substantial re¬
covery in the corporate list.
V Aside from such influence,
however, the fact remains that

^ institutional Investors have been
openly hostile to the sharp and
progressive paring of rates of
return on corporate bonds. And

0, evidently their "sit-down" has
; not been entirely ended by the
I recent upward revision in rates.

§ Portfolio buyers for these in¬
stitutions are, as might be easily
understood by reason of the nature
of their jobs, extremely market
wise. Realizing that portions of
recent issues are still available on
the shelves of syndicates and their
dealer groups, they are in no rush
to purchase.

if, In short there is no disposi¬
tion in such quarters to chance
bidding the market up against
themselves. Their program

seems rather to be one of pick¬
ing up bonds on favorable op¬
portunities, that is, when the

J volume offerings warrant such
f action. -

There is no hesitation, on the
other hand, in picking up new is¬
sues which they consider properly
priced. The quick sale of Texas &

i-vNew Orleans 3!/4S and 3%s early
this week proved a case in point.
Priced to offer .05 to .25 yield
points better than comparable is¬
sues, this undertaking proved a
fast mover.

Work For Selling Staffs

% Underwriting firms taking on
several of the new stock selling
and exchange undertakings pro¬

jected by several firms, notably
public utilities, are viewed as hav¬
ing assured steady work- for their
selling organizations for a while
ahead. i

:'i Dealers participating in sev¬

eral such projects do not look
I for any quick turnover in such
i cases. As one of their number
; put it, "this kind of operation
:f gives us somehting to work on."
| * Two such undertakings, were
I developed on a new method of
| competitive bidding, with the
companies fixing the amount of
money sought, and asking the
bankers to name the smallest

| number of shares for which
they would provide the funds.

r$* Y. A~, ./
K In the 'cases of both Public
Service Co. of New Hampshire
and Central Maine Power Co.,-fi¬
nancing on this basis of competi¬
tion brought out a surprising run
Of" bids. The new Hampshire
•utility seeking $5,000,000 had a
best bid of 133,142 shares. In the
case of the Maine company, seek¬
ing ,$10,000,000, the award was
made to bankers offering to take
373,832 shares of common £tock.

. Utilities Vs Rails
^ *

Y Under recent strained market
conditions, new issues of public
utility companies appear to have
turned a distinctly better? per¬
formance than those of railroads
brought out in 'fc* l*st few months.

Almost Without exception the
utilities involved have held well;

|.above ; their, 'offering prices
while in the case of the rail¬
roads the exact reverse has been
the 'case.',' .: . ...... .•*.-/ • : -. ■ ';Y

Recent Issues Lag

The market's action has not

helped the situation in the case
of recent offerings such as Scran-
ton Spring Brook Water Co.'s 2%s
or Utah Power & Light Co.'s 2%s.

Or perhaps itmay be the other
way around, that is, that the
lag in the distribution of these
issues has been weighing on the
seasoned market. a

At any rate indications are that
sizeable amounts of both issues
are still/-available' though sub¬
scription books haver,been open
for a week or so. Feeling is that
inquiry will improve as senti¬
ment in the market place becomes
more confident. 'M

'

Illinois Central Refunders

Illinois Central -fias embarked
on a refinancing program involv¬
ing $84,443,000 of new bonds, but
if holders of certain of its own

and subsidiary obligations accept
exchange offers only about $35,-
000,000 of the bonds will be
publicly offered.
The company plans sale of that

amount of new series B bonds to
finance redemption of 4 and 5%
refunding bonds" "due in 1955. It
plans to offer $49,443,000 of series
A, 3V8S, in exchange for 14 issues
of its own and Chicago & St.
Louis & New Orleans, which it
wholly-owns.

CHICAGO, ILL. — Ralph W.
Davis, partner of Paul H. Davis &
Co. was renominated as Chairman
of the Board of Governors of The

Chicago Stock Exchange, it was
announced by Emmet G. Barker,
Chairman of the 1946 Nominating
Committee which filed its report
of nominees of all offices to be
illed at the annual election to be
held June 3, 1946.
i'iie following were nominated

to serve three years as members
of the Board of Governors:

George E. Booth, Lamson Bros.
& Co.; Patrick#; Buckley, Harris,
Upham & Co.; Sidney L. Castle,
Carter H. Harrison & Co.; Francis
F. Patton^ A. G. Becker & Co.;
Frederick J. Stannard, Barret
Wendell, Lee Higginson Cqrp.;
Hugh H. Wilson; Edwin T. Wood.
T. Clifford Rodman, partner of

Shields & Co., was nominated for
Chairman of the 1947 Nominating
Committee, with the following
other members:
Thomas E. Hosty, Sincere &

Co.; Irving E. Meyerhoff, Irving
E. Meyerhoff & Co.; George F.
Noyes, The Illinois Co.; Arthur R.
Thompson. ........

The Nominating Committee
which presented the present re¬

port consists of:
Emmet G. Barker, Chairman;

William T. Bacon, Bacon, Whipple
& Co.; Ralph Chapman, Farwell,
Chapman & Co.; John C. Stewart,
and Alfred E. Turner. r

Reynolds & Go. Offers
Firth Carpet Common
An underwriting group headed

by Reynolds & Co. on May 8
publicly offered 125,000 shares of
common stock of the Firth Carpet
Col, at $20 per share. Of the total,
33,436 shares are being sold by
the company, and the balance for
the account of certain stock¬
holders.
The proceeds to be received by

the company from the sale of the
stock will be added "to general
funds and will be used to finance

inventories, •accounts receivable
and otherwise as general working
capital. ■ These net proceeds will
replace in nart funds' expended in
retiring $750,000 aggregate prin¬
cipal amount of the company's
234%/ proniisspry

Charmley & Siebert
With B, G. Christopher

(Special to Th* Financim. ChronkAsOt

KANSAS CITY, MO.—John A.
Charmley and Alvin Siebert have
become associated with B. C.

Christopher & Co., Board of Trade
Building. Mr. Charmley was for¬

merly with the U. S. Army and

prior thereto was manager of the
real estate department for W. K.

Archer & Co.

MartinGuest of Courts
ATLANTA, GA.—William Mc-

Chesney Martin, Jr., President
and Chairman of the Board of

the Export-Import Bank of the
United States, was in Atlanta as

guest of Richard W. Courts. Mr.

Courts is senior partner of Courts
& Company, 11 Marietta Street,
N. W., members of the New York
Stock Exchange.

OFFICE SPACE WANTED

Over-the-Counter Deafer
N. A. S. D. Member

DESIRES OFFICE SPACE
Not active — own clearing arrange*
inents — desires small space or desk
room with over-the-counter or small

member house — use of phones and
occasional stenographic services re¬

quired.

Will guarantee $200.00 a month for
suitable accommodation.

BOX D 59

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

HELP WANTED

CASHIER WANTED

$10,000—$12,500
Plus Capital Gains

Participation

A top-flight cashier is sought by an
active and successful over-the-counter
house engaged in substantial under-

Writings. The man we seek must be cap¬
able of directing a staff of four or five

people; to take care of the Budget; to
handle all negotiations in connection with

underwritings and to supervise account¬

ing details which concern underwriting'
syndicates.

This man will participate ir. the profits
of the enterprise on a basis which may
well triple or quadruple his salary, and
may well have an opportunity to become
a partner. However, no partnership will
be immediately available under no con¬

ditions. Address all inquiries in confi¬
dence to Box K 58, Financial Chronicle,
25 Park Place, New York 8, N. Y.

SITUATION WANTED

TRADER

EX-SERVICEMAN

15 Years experience in

listed and unlisted securi¬

ties. Desires position with

New York Stock Exchange

firm. Box N 425, Commer¬

cial & Financial Chronicle,

25 Park Place, New York

8, N. Y.

Attention,
Investment Dealers!
EXPERIENCED SECURITY ANA¬
LYST, able to write sljarp-minded
up-to-date analyses of bank, indu$<*
trial and railroad stocks, available for
individually paid analyses and for
answering your mail inquiries. Write
Box L-43, Commercial & Financial
Chronicle, 25 Park Place, New York 8,

Frederick D. Linehan

Opening Own Office
(SpecialPWANdiAC ptiiomfa*) '

BOSTON, MAS S—Frederick
IX Linehan is engaging in the se¬
curities business from offices at
10 Post Office Square. He was
formerly Vice-President of F. R.
Chatfield & Co., of Springfield,
Mass.

DIVIDEND NOTICES

AMK1UCAN GAS
AND ELECTRIC COMPANY

PreferredStock Dividend;
a THE regular quarterly dividend of One

I Dollar Eighteen and Three-quarter
Cents ($1.18%) per share on the - . _

cumulative Preferred capital stock of the
company issued and outstanding in the
hands of the public has been declared out
of the surplus net earnings of the company
for the quarter ending Jurje 30, 1946,
payable July 1, 1946, to holders of
such stock of record on the books of (he
company at the close of business June
4, 1946.

Common Stork Dividend

0 THE regular quarterly dividend of
I Forty Cents (40c) per share on the

Common capital stock of the company is-
sued and outstanding in the hands of the
public has been declared out of the surplus
net earnings of the company for the quarter
ending June 30, 1946,, payable June
15, 1946, to holders of such stock of
record on the books of the company at
the close of business May 15, 1946.

H. D. ANDERSON, Secretary.
May 8,1946.

Southern

Railway
Company

DIVIDEND NOTICE

New York, April 23, 1946.
A regular quarterly dividend of Seventy-

five Cents (75c) per share on 1,298,200
shares of Common Stock without par value of
Southern Railway Company, has today been
declared out of the surplus of net profits of
the Company for the fiscal year ended Decem¬
ber 31, 1945, payable on Saturday, June 15,
1946, to stockholders of record at the close of
business Wednesday, May 15, 1946.

Checks in payment of this dividend will be
mailed to all stockholders of record at their
addresses as they appear on the books of the
Company unless otherwise instructed in writing.

J. J. MAHER, Secretary.

YOU OCT THE GOOD THINGS HH5T MOM CWtVSUfr COHftWATIOht'

DIVIDEND ON

COMMON STOCK

The directors of Chrysler Corporation
have declared a dividend of seventy-
five cents ($.75) per share on the
outstanding common stock, payable
June 14, 1946, to stockholders of
record at the close of business May
18, 1946.

B. E. HUTCHINSON

Chairman, Finance Committee

'TT°

vontmi
DIVIDEND No. 145

An interim dividend of fifty cents
(?0tf) per share has been declared
on the capital stock of The Borden
Company, payable June 1, 1946, to
stockholders of record at the close
of business May 11, 1946.

E. L. NOETZEL

April 30, 1946 Treasurer

DIVIDEND NOTICES

Imperial Oil Limited
Toronto 1, Ontario

NOTICE TO SHAREHOLDERS AND THE
. v HOLDERS OF SHARE WARRANTS ■

•NOTICE' lft hereby given that ft dividend at*
25 cents per share in Canadian currency has
been declared, and that the same will be pay-v
able on or after the 1st day of June, 1Sh6,;
in respect of the shares specified in any Bearer
Share Warrants of the Company of the 19^9'
issue upon presentation and delivery of coupons
No. 65 at: . ■ " '

THE ROYAL BANK OF CANADA
King and Church Streets Branch

'

Toronto 1,..Canada. : y-.' r/ 1

The payment to Shareholders at record it the,
close of business on the 17th. day of -May, ia.^y
and whose snares are represented by Registered*
Certificates of the 1920 issue, will be maue by
cheque, mailed from the oil ices of the Com-!
pany on the 3lst day of May,rl940. <
The Transfer books will h's closed from the

18tn day w May to ine fust-day of May, 1046,
Inclusive and no Bearer Share Warrants wiu
be converted Into other denominations of Share
Warrants during that period. yyyyy;U-;.;y»;j3:.'
The Income Tax Act of. the Dominion of:

Canada provides that a tax of W/b shah be
imposed and deducted at the source on all
dividends payable by Canadian debtors to non¬
residents of Canada. The tax will, be deducted
from all dividend cheques mailed to non-re3i-.:
dent shareholders and the Company's Bankers
will deduct .the tax when paying coupons to
or for accounts of non-resident shareholders.
Ownership Certificates must accompany ail divi¬
dend coupons presented for payment by resi¬
dent# of Canada. ' *. * y'-'-
Shareholders resident in the- United States

are advised that a credit for the canad.an
tax withheld at source Is allowable against the.
tax shown on their United States Federal In¬
come Tax return. In order to claim such credit'
tne United States tax authorities require evi¬
dence of the deduction of said tax, for which
purpose Ownership Certificates (Form No. 601)1
must be completed in duplicate and the Bank
cashing the coupons will endorse both copies
with a Certificate relative to the. deduction and
payment of the tax and return , one Certificate
to the Shareholder. If forms No. 001 are not!
aval.able at- local United States banks, tney.
can be secured from the -Company's- office of
The Royal Bank of Canada, Toronto.

Subject to Canadian ■ ^
enemy aliens, non-residents of Canada may
convert this dividend at current Canadian
Foreign Exchange Control rates into U. Si-,
Currency or such other foreign currencies as
are permitted by the general regulations of,
the Canadian Foreign Exchange Control Board.'
Such conversion can be effected only through?
an Authorized Dealer, i.e., a Canadian branch'
of any Canadian chartered bank. The Agency.'
of The Royal Bank of Canada, 68 Wllllhnf
Street, New York City, is prepared to accept
dividend cheques or coupons for collection
through an Authorized Dealer and conversion
into any permitted foreign currency. -

The Secretary will on request and when
available forward to. the holder of any Bearerj
Share Warrant of the Company a copv of
the Company's annual report for. the fiscal
year 1945. '

■ ""

By order of the Board, '
r COLIN D. ORICHTON, General Secretary.
56 Church Street, ,

Toronto 1, Ontario. . ' "
6th May, 1946.

DIVIDEND NOTICE : • ^

NEW YORK STOCKS, INC.
The following distributions have been

declared on the Special Stock of the Com¬
pany, payable May 25, 1946 :to stock¬
holders of .record as of the close of
business May 4, 1946.

Agricultural Series I $.07
Alcohol & Dlst. Serles_r — .10
Automobile Series ^— .04
Aviation Series —, — .12
Bank Stock Series —.J .08
Building Supply Series .02
Business Equip. Series __ .09
Chemical Series ; .03
Electrical Equip/ Series .07
Food Series .10
Government Bonds Series .09
Insurance Stock Series 1 .09

Machinery Series .06 - v.

Merchandising Series .07 \
Metals Series .05 - ,v
Oil Series ...08 ;;

Public Utility Series .05
Railroad Series .07
Railroad Equip. Series .08
Steel Series * .04 ^
Tobacco Series — — .10
Diversified Investment Fund—— .20* )
Diversified Speculative Shares-..,.^ .04

- %

♦Includes $.05 from Securities profits.

HUGH W. LONG and COMPANY J
Incorporated

National Distributors

48 Wall Street New York 5, N. Y.

THE BUCKEYE PIPE LINE
COMPANY

, 80 Broad 8treet

. JSTeV York, N. Y^ Aprll 29, 1940
Directors of thia. Company has i

this day declared a dividend of Twenty (20)
Cents per share on the outstanding capital
stock, payable June 15, 1946- to shareholders
of record at: the close of business May 17. 1946.

'

: ' C. Q. BELL, ~Secretary.

EATON MANUFACTURING COMPANY
' ■ Clev«Iand, Ohio

(j^L) DIVIDEND NO. 85
. The Board, of Directors
of Eaton Manufacturing

Company has declared a dividend T>f
Seventy-five Cents (75c) per share on
the outstanding common stock of the
Company, payable May 25, 1946,
to shareholders of record at the close

of business May 7, 1946.

April 26,
: 1946

H, C» STUESSY

Stcretary&Treiuure
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Lee M. Limbert

Outline Attractions lor
Bond Club Field Day
Limbert Names Committees
Members of the Bond Club of

< New York are receiving a pictor¬
ial program of .* events to take
place at the Field Day of the
Bond Club at

Sleepy Hol¬
low Country
Club, Scar¬
borough, N.Y.,
on Friday,
May 24. En¬
compassing in
cartoons all
the activities
of the ticker-

weary Wall
Streeters,
from golf and
tennis to a
s p e c t a t or's
role at a beau¬
ty contest fea-/
turing 12 pul-
chritudinous Powers^ models, the
program gives an .indication of
the diversions in store for bond
men at their first Field Day in
five years. Additional attractions
include a softball game with Mex¬
ican offers for the stars, horseshoe
pitching, the Bond Club Stock
Exchange, and the 1946 edition of
The Bawl Street Journal.
Lee M. Limbert, Blyth & Co.,

Trie:, President of the Bond Club,
announced that the following
committees would guide the Field
Day activities under the co-
chairmanship . of F. Kenneth
Stephenson, Goldman Sachs &
Co., and Frank A. Willard, Rey¬
nolds & Co.. > VV,V
;; Attendance Committee: Lee W.
Carroll, John B. Carroll & Co.,
Chairman; John Howard Carlson,
Halsey, Stuart & Co.| Harold W.
Davis, F. S.Moseley & Co.; Elmer
Fi Dieckman, Glore, Forgari & Co.;
Edwin H. Heminway, Minsch,
Monell & Co.; W.>H. Reginald
-Jarvis, McLeod, Young, Weir
Corp.; Conrad H. Liebenfrost,
Stern, Lauer & Co.; Edward
Lloyd, Jr., First: Boston Corp.,
and Richard M. Newell. >'

. Dinner Entertainment Com?-
mittee: Richard de La Chapelle,
Shields & Co., Chairman; Charles
Li Morse, Jr., Hemphill, Noyes &
Co.
Bawl Street Journal Committee:

A. Glen Acheson, Lazard Freres
& Co., Chairman; John A. Straley,
Hugh W. Long & Co., Editor; Jo
M. French, Blyth & Co., Inc., Cir¬
culation Manager;-Richard de La
Chapelle, Shields & Co.; L. Wal¬
ter Dempsey, B. J. Van Ingen &
Co., and George J. Gillies, Mellon
Securities Corp.
Golf Committee: Laurence M.

Marks, Laurence M. Marks & Co.,

Chairman; H. Wallace Cohu,
Cohu & Torrey; Robert S. Davis,
Dominick & Dominick; E. Jansen
Hunt, White, Weld & Co.; Richard
H. Marshall, Norman P. Smith,
Mason B. Starring, Jr., Graham,
Parsons 8c Co., and Henry P.
Warren,Jr., W. C. Langley & Co,
Horseshoe Pitching*Committee:

Robert H. Craft, Guaranty Trust
Co., Chairman; F. Seymour Barr,
Barr Bros.; Gordon B. Duval,
Guaranty Trust Co., and Forrest
C. Lattner, Lazard, Freres & Co.
Indoor Sports Committee: Aus¬

tin Brown, Dean Witter & Co.,
Chairman; Phillip W. Brown, Jo
M. French; Ernest J. Altgelt, Jr.,
Harris Trust & Savings Bank;
William M. Rex, Clark, Dodge &
Co.; Raymond D. Stitzer, Equit¬
able Securities Corp., and C. Mar¬
shall Wood, Blair & Co. '
Luncheon and Dinner Commit¬

tee: Walter F. Blaine, Goldman,
Sachs & Co., Chairman; Durwin
D. Algyer; James J. Lee; Sheridan
A* Logans 5First vNational ^ Bank;
Carl T. Naumburg, Stern, Lauer
& Co.; David L. Skinner, Harri-
man Ripley 8c Co., and Charles W.
Yant, A. C. Allyn & Co.
Stock Exchange Committee: Na¬

thaniel F. Glidden, Glidden, Mor¬
ris & Co^ Chairman; Percy M.
Stewart, Kuhn, Loeb & Co.; Louis
H. Ingraham, L. H. Ingraham &
Co.; C. Russell Lea, Reynolds &
Co.; Allen L. Melhado;.; John
Nickerson, John Nickerson & Co.;
and Jansen Noyes, Hemphill,
Noyes & Co. /, / , .

Outdoor Entertainment Com¬
mittee: William G. Laemmel,
Chemical Bank & Trust Co.,
Chairman; W. Manning Barr,
Barr Bros.; Walter T. Collins, A.
M. Kidder & Co.; Gail Golliday,
Stone & Webster Securities
Corp.; Charles F. Hazelwood, E.
H. Rollins & Son; Wells Laud-
Brown, Bankers Trust Co.; Au¬
gustus W. Phelps, Phelps, Fenn &
Co.; Julius C. Ransom, White,
Weld & Co.; David L. Skinner,
arid Rudolf Smutny, Salomon
Bros. 8c Hutzler.
Softball Committee: Robert L,

Hatcher, Jr., Chase National Bank
Chairman; F. Seymour Barr, Barr
Bros.; George K. Coggeshall,
Schoellkopf, Hutton 8c Pomeroy;
Wendell R. Erickson, Stone 8c
Webster Securities Corp.; George
Holzman, Chase National Bank,
and William G. Laemmel.

... Publicity Committee: William
H. Long, Jr., Chairman; Eugene P.
Barry, Shields &-Co.; Lloyd S.
Gilmour, Eastman, Dillon & Co.;
Kenneth: C. Hogate, and Charles
G. Terry.
Tennis Committee: Clifton A.

Hipkins, Braun, Bosworth & Co.,
Chairman; O. S. Brewer; Sumner
B. Emerson, Morgan Stanley &
Co., and John Nickerson.
Trophies Committee: George J.

HAnover 2-0050 Teletype—N. Y. 1-971

Firm Trading Markets

THE FRESNILLO CO.

(-.AM. MARKS 4 CO. INC.
FOREIGN SECURITIES

SPECIALISTS • «! <

50 Broad Street NewYork City

San-Nap-Pak

Sunshine Consolidated

Pressurelube, Inc.
U. S. Radiator, Pfd.
Reiter-Foster Oil

W. T. BONN & CO.
New York 5

Attractive
Low Priced Stocks

Eastern Engineering Pfd.
Eastern Engineering Com.
Automatic Signal Com.

Northern Engineering Works
Common

Special Report ^
or Prospectus.

Leness, Merrill Lynch, Pierce
Fenner 8c Beane, Chairman,*'
frames' A. Lyles, First Boston
fcorp.} Clarence E. Goldsmith,
White, Weld & Co., and Norman
P. Smith.

Russ& Co. Now Corp.
■ SAN ANTONIO, TEX.—Russ &

Co., South Texas Bank Building,
is now doing business as a corpo¬

ration. Officers, all of whom were

associated with the predecessor

partnership, are A. McjClure Russ,
President; Charles L. West and
Edward D. Muir, Vice-Presidents,
and George H. Stolte, Secretary-
Treasurer.:;,!
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Trading Markets in
Amalgamated Sugar
American Time

Artkraft Mfg. Com. & Pfd.
Baltimore Porcelain Steel
Bendix Home Appliances
Buckeye Incubator
Clyde Porcelain Steel
Consolidated Industries
D. B. Fuller
Da Mont Laboratories
General Panel
Globe Aircraft
Greater N. Y. Industries

Higgins, Inc.

Inl'l Resist 6% Pfd. & Com.
Ironrite Ironer Com. & Pfd.

Kropp Forge
Kut-Kwick Tool
Lear Inc.

Majestic Radio & Television
O'SulIivan Rubber

Sheraton Corporation
Telecoin Corporation
Trans-Caribbean Air Cargo
Ventnor Boat Works

Virginia Dare Stores
Wilcox-Gay Corporation

Kobbe, Gearhart & Company
INCORPORATED

Members Neto York Security Dealers Association

45 NASSAU ^STREET, NEW YORK 5
telephone philadelphia telephone bell teletype

REotor 2-3600 Enterprise 6015 new york 1-576

A Market Place for

Low Priced Unlisted Securities

Aircraft & Diesel Equip.
Automatic Signal
Bendix Helicopter
Cosmocolor

Copper Canyon Mining
Duquesue Natural Gas
Differential Wheel
Electric Steam Sterilizing
Federal Asphalt
Gaspe Oil Ventures
Haile Mines

Huron Holding
Jardine Mining
Kinney Coastal Oil
Martex Realization
Petroleum Conversion

Rademaker Chemical
Red Bank Oil

.Reiterfuster Oil
Southwest Gas Producing
Standard Silver & Lead
United States Television

Morris Stein & Co.
"

,¥ Established 1924

50 BROAD ST., N. Y. 4 HANOVER 2-4341
v

r V TELETYPE—N. Y. 1-2866

m

Specializing in Zlnlisted Securities

t Bank—Insurance
v-

_ V. .* r'V 7;V \- " ^ X

Public Utility—Industrial—Real Estate

Lumber & Timber

Bonds, Preferred and Common Stocks

BOUGHT-SOLD-QUOTED

i New England Public Service
Ganmont-British "A"

Rhodesian Selection y ,•

American Molasses

Scophony, Ltd.
U.S. Finishing
Publicker Ind.

Avon Allied .

Cinema "B"

M.S.WIEN&CO.
ESTABLISHED 1919

Members N. Y. Security Dealers Asfn

40 Exchange PL, N. Y. 5 HA. 2-8780
./ V' Tdetyoe N. Y. 1-1397

Sheraton Corp.

Thompson's Spa
Units

RALPH F. CARR & CO.
31 Milk Street, Boston 9, Mass.
Boston New York ^ Teletype

Hubbard 6442 Hanorer Z-7913 BS 321

We specialize in all t

Insurance and Bapk Stock! 1
; Industrial Issues ^ |
Investment Trust: Issues

Public Utility Stocks and Bond#
TEXTILE SECURITIES

Secnrities with a New Eng. Marked

Frederick C. Adams & Co.
Specialists in b ^

New England Unlisted Securities I
24 FEDERAL STREET, BOSTON 10

Established In 1922

Tel. HANcock 8715 Tele. BOsfcm 29

SIMPLEX V
PAPER CO.
A potential postwar bene*!
ficiary of the: r:*)

Automobile,
Building,

and

i Frozen Food
Industriei.

Only a small Issue of coira
toon stock.

Recent Price • • ioy4

, ...
Write or call far duarfptlm
analysis; j

148 State St., Boston 9, Mast.
Tel. CAP. 0425 : : Teletype BS 289
K N, Y, Telephone HAnover 3-7914f

IZOBroadway^^^YorkS^^^QsTREAT&CO.
Tel^one TOrtlandt 7-0744 :?l. 111 40 Well St. New York 5, N. Y.
Bell Teletype NY,V886 : | I BO 9-4613 Tele. NY" 1-1448&

REK??., MITCHELL & REITZEL, INC.
208 SOUTH IA SAUE ST., CHICAGO 4 • PHONE RANDOLPH 3736

WESTERN UNION TELEPRINTER *WUX" • BELL SYSTEM TELETYPE CG-989

iimii >1

^General Products Corp.

^Susquehanna Mills
'

Empire Steel Corp.
.. V*'viv A 11' fcl. i: • )Z- • '

*Prospectus on

Hill, Thompson& Co., Inc.
Markets and Situations for Doahurs

120 Broadway, New York 8 :V
Tel. REctor 2-2020 Tele. NY 1-2660
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