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Speaking of Booby Traps'

By HARLEY. L. LUTZ
Professor of Public Finance, Princeton University
Dr. Lutz contends OPA itself is best illustration of an inflationary
~booby trap. Holds inflationary pressure began with government’s
. financing methods before and during war and was outgrowth of
Keynesian ‘theory of public spending to produce prosperity. Says
inflation tide is not an irresistible force of nature but a product
of foolish government policies, such as low. interest rate policy,
fostering of higher wages, and “cost-absorption” principle.: Con-
tends OPA abolition is most constructive step in curtailing infla-
tion, since it will permit unhampered production to meet demand in '
a free competitive market.  Describes as “prize traps” the doctrine
that government planning and control are superior to free market '
decisions in advancing general well-being of the people. Says that
National Labor Relations Act has actually promoted strikes.
During the days when the action of the Senate provided accu-
mulating evidence of an mtent to clip the wings of OPA, Mr. Bowles
repeatedly de~

nounced the
senatorial
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Price 60 Cents a Copy

The Pederal Reserve Board
Credit Control Proposals

: By WALTER E. SPAHR
Professor of Economics, New York University X
Executive Vice-President, Economists’ Naticmal Committee i
on Monetary Policy -

Dr. Spahr attacks retention of Federal Reserve Board low interest
policy and denies it is essential to protect Treasury financing.
Says Federal Reserve’s policy, since gold standard was abandoned,
has deprived people of “fundamental brake” . on wasteful govern-
ment expenditure as well as on credit expansion Holds Congress
should not grant power to place maximum on bank holdings  of
* long-term securities or requlre banks to hold Treasury short-term

debt. Sees no harm in raising reserve requirements, but ob_yects to.

* uniform reserve ratios for all banks. r :

The Federal Reserve Board recommendatxons, embodled in the
Board’s press release of June 17, Wthh is said to constitute “the prin-~
® | cipal portion of the' text of the:
‘Annual Report of the Board
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Britain Views
OPA Veto

- By PAUL EINZIG
 Dr. Einzig reports that British opin-
ion holds end of OPA will cause
i rise in American price level which,
¢ for a time, will affect British indus- |
» tries adversely since it will reduce
. meeded American imports. Sees fur-
' ther ‘growing unpopularity of the
i American loan due to fear of de-
i ‘preciation of dollar ‘at time money
i is used and appreciation when paid.
- Breakdown of Bretton Woods pre-
. dicted. :
"LONDON, ENG.—The Termina-
tion of price control in the United

© 'States on June 30 came as a com-
plete surprise to British ‘opinion.

Paul Einzig

The  immedi-
ate  reaction
" was bewilder-
ment .and
alarm.  “Even
~though it is
widely ex-
pected. here
that price con-
trol * will - be
restored
sooner -or
later, the view
- is held that it
will be ‘either
.too late or too
little, or both
too ~late and
too little, ' in

tactics by call-
ing the bill an
inflationary
booby ' trap,
Literally, a
booby  trap is
a'trap for
catching
boobyis  de-
fined by Web-
ster as adunce
or ' sinipleton, '
hence- g gull-
ible 'person
easily de-
ceived - and
snared, however clumsy the trap.

Dr Hnr!ey Lut:‘

The act that was vetoed purported

The Trend of Stock Prices |
' ‘0ver the Coming Monlhs

By RAGNAR D, NAESS
Pariner, Naess & Cummings

Investment counsellor predicts that although many stock prlces are’ al-
ready high on a hlstoncal basis, the underlying market trend is up for
s ‘ ‘i the following reasons (1) national income' and in-
== dustrial activity will remain at a high level for some

time; (2) profit margins will continue favorable in

industries already reconverted and improve in in-

dustries - still to" be ‘reconverted; (3) the likely

"course of prices will insure adequate profits, with

1945,” are re-
markable
things to con-
template, both
as ‘to' princi~

ple and as to
detail, :

. In principle,
.|the Board pro-
tests -its fear

of further

monetization

of the Federal.
debt' "and of -

undue ' credit
andmoney
expansion . by
commercial
banks. while

for

Walter E. Spahr

possible eventual maladjustments far off; and (4)

-earnings of a representative sample of large cor-

porations, after taxes, may exceed any‘previous
s < “level except 1929; and. dividends should rise con-

- siderably. (5) Favorable legislative  situation  re-
:-garding prices_and taxes.

The trend and level of stock. prices depend
primarily upon two factors: (1) the rate of earn-
ings and. dividends and (2) the capitalization of
earnings and. dividends by 'investors.

Earmngs are determined by the volume of business, profit mar~

being’ unwilling 'to take hold of
the issue .and’to use’ the: instru-
ments: that would put'a brake on
these undesirable possibilities.

' The. Board, in' cooperation with
the Treasury, has fostered a cheap
money policy, but it now professes

(Continued on page. 236)

to permit some " price: increases
while “ preventing ' wild : and. ex-|
treme price advances. Mr. Bowles|
insisted, however, that the meas-
ure would not only cause such in-
creases, but would, in fact, legal-
ize them. The President accepted
the Bowles line in declaring that
approval of ' the’ bill ‘would: con~
stitute statutory inflation, = Thus;
anything that purports to prevent|.
price inflation while actually per-

other words, it is feared -that by
the time control is restored prices
will have risen quite considerably,
and that the new Bill may not be

(Continued on page 220)
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Ragnar D. Naess

Vqt;uum Concrete
~ Aerovox Co_rp.*
" Havana Litho. Co.*

® Prospectus on request

HirscH & Co.

Successors 1o
HIRSCH, LILIENTHAL & CO.‘

Members New York' Stock Exchange
and other Ezchanges

25 Broad S¢., New York 4, N. Y.
HAnover - 2-0600 Teletype NY 1-210
Chicago Cleveland London
Geneva (Representative)

(Continued on page 228)

Liberty Fabrics of N. Y.
Pratt’s Fresh Frozen Foods

Prospectus on request

R. H. Johnson & Co.

Established 1927
INVESTMENT SECURITIES

64 Wall Street, New York 5
BOSTON PHILADELPHIA
Troy '~ Albany ' Buffalo = Syracuse
Baltimore - - Dallas' - Washington, D. C.
Pittsburgh' . Scranton - Wilkes-Barre
Springfield . New Haven _Woonsacket

' HUGH W. LONG and COMPANY -

(Contmued on page 226)

Bond VB'\rokei'»a‘g‘ék
‘Service:

for Banks, Brokers

; and Dealers
HARDY & Co.
Members New York Stock Ezchange
Members New York Curb Exchange

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

Ilnll FUNBAMENT ,l
INVESTURS INC

PROSPECTUS MAY. BE
OBTAINED 'FROM
‘AUTHORIZED DEALERS

or from-

S ANCORPORATED
48 WALL STREET 1634 SO. SPRING ST‘
NEW YORK 3 LOS ANGELES 14

“State and
‘Municipal
 Bonds

. Bond Department ¥ §
¢ THE CHASE. . /
NATIONAL BANK

OF THE CITY OF NEW vogni

BOND
BROKERS

BULL, HOLDEN & C2

MEMBERS NEW YORK STOCK EXCHANGE
14 WALL ST., NEW YORK 5,N.Y.
TELEPHONE-RECTOR 2-6300

CORPORATE
FINANCE

 SECONDARY
MARKETS

Kobbe,Gearhart& Co.

i INCORPORATED
Members N, Y. Security Dealers Ass'n.
45 Nassau Street New York 5

Tel. REctor 2-3600 Teletype N. Y. 1-576
Philadelphia Telephone: Enterprise 6015

AMERICAN MADE
MARKETS IN

Acme Aluminum Alloys, Inc.
Com. & Conv. Preferred CANADIAN
; SECURITIES

.*Déhéit Harvester Co.: Com.”

*Solar Aircraft Company - .
90c Conv, Preferred 3

%Y 2
*Progpectus on request

Reynolds & Co.

Members
New York Security Dealers Assn.

Members New York Stock Exchange
120 Broadway, New York 5, N. Y.
Telephone: REctor 2-8600
Bell Teletype NY 1-635

52 WILLIAM BT, N. Y. HAnover 2-0980
Bell Teletype NY 1-395

New York = Montreal ‘Toronto

Midland Utllltles
. Company/.
Mldland Realization
Company - |

Analyus upon request

IRA HAUPT & CO.

Members New York Stock Exchange
+ and other Principal Exchanges
111 Broadway 7 10 Post Office Sq.

New York 6 Boston 9 |
REctor 2-3100 ° Hancock 3750

Tele. NY 1-2708
Direct Private Wire to Borton -
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r—— Trad;'ng Markets in:

Miss.ValleyBarge =
Michaels. Bros.”

- Timely Clothes*

| . Higgins, Inc.”.

2J Lear, Inc.

*With Prospectus

| KING & KING

SECURITIES CORP.
Established 1920
Members N. Y. Security Dealers Assn,
Nat’l Ass’n of Securities Dealers, Inc
40 Exch e P1.,N.Y¥.5 HA 2-2772 |

BELL TELETYPE NY 1-423

¥

Tr@ding; Murket: In—
KINGAN & CO.
"MILES SHOE -
- MISSISSIPPI GLASS
. Common & Preferred .

TIMELY CLOTHES

f
i

Mitchell & Companu
1 'Members Baltimore Stock Ezchange
d 120 Broadway, N. Y. 5 ;
WOrth 2-4230
Bell Teletype N. Y, 1-1227.

‘

Rogers Peet
. Common
Mississippi Shipping
Electric Ferries
Coinmon &"_Preferre,d )
Vanderhoef & Robinson.
Members New York Cirb Ezchange

31 Nassau Street, New York 5.
. Telephone COrtlandt 7-4070-

" Bell System Teletype NY 1-1548 |

Byrndun Corporation
*..Common

S. .Campbell

: R Cqmmfm‘

Punta Alegre Sugar

“ioi “Capital Stock

.Struthers-Wellsv 5

Common' and . Preferred

H. G. BRUNS & CO.

20 Plne Street, New York 5

Telephone; WHitehall 3-1223 .
v Bell Teletype NY -1-1843 |

Boston & Maine RR.
Stamped Preferreds
- Glenmore Distilling “B”,
‘Michael Bros. = |
Northern New England Co. |

Railroad Employees Sec.
Class A & Pfd.

. Tennessee' Products
Ureene amaeompam‘
“Members N. Y. Security Dealers Assn.

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

THE COMMER

President of American Bankers Association
Mr. Rathje lists as pressures for higher prices (1)

- Though  asserting his - faith in American' dollar,
abandonment of gold standard; (2) reduction of gold reserve requirements;
Debt; (4) increase in money volume and bank credit;

' has been further aggravated by government spending

* for mortgage financing, foreign loans, as well
insurance and private. lending. Urges as «counter
rebuilding of foreign trade; and . (3) defending in

By FRANK €. RATHJE*

forrincreased

‘measures (1) resto

Changing Price Levels

and (5) wage increases.
as ezpanding the private .debt structure by guarantees,

tegrity.and purchasing power of dollar.

CIAL & FINANCIAL CHRONICLE

(3) increase in National
- Observes ' pressure
housing and extension of credits

(2

ration of civilian production;

I-am-not-an ‘economist, but a
banker, who gained his knowledge
of ' the banking ‘business -in the
schoel of practical experience. Be-
cause of the ;
fact that I am
not an econo-
mist, -I.cannot
offeryoufore-.

| casts ' or- pre-

~of| dictions of the .
1} things focome.
7/ Nothing that. .

I may say

shall ‘be ‘con-

strued “as an. -
evidence of a -
lack ‘of. faith
in the Ameri-
can ‘dollar: I i Lot
think® ‘it s, R
and will con=": Frank C. Rathje!
tinue to- be, . .. il
the strongest man-made force in
the ‘world. But' that’ does nbot
gainsay the fact that it will fluc-
tuate from time to time in the
terms of commodities, nor dees it
preclude the possibility that the
dollar will permanently-step-from
one plateau to another :in the
terms of its purchasing ‘power,
“We have read much of the pos-
sibility. of inflation, -Personally,
I .think. the 'word ‘“inflation”
should be stricken from our vo-
(Continued’ on page 235)-

“*An address by Mr. Rathje be-

~ Home Title
Guaranty Co.
Bought—-Sold;'—Quoted

McDONNELL & (Co.
Members !
New York Stock Erchange . ',
New York Curb Exchange
120 BROADWAY, NEW YORK
Tel. REctor 2-7815 i

CANADIAN INDUSTRIALS

115 BROADWAY

for the Oregon Bankers Associa-|
| tion, June 28, 1946. - : i

he Counterfeit

~ Front of Liberalism

o s sl G0 o By CARROLL REECEX. v (oo . :
Chairman, Republican National Committee

-Republicali Party: spokesman, in

. and alien agitators. -
+a counterfeit front of liberalism

defying will of people, "
. wasteful government spending,

time, for us to

g ive serious
thought.to
conditions be-:
setting » our,
nation. A cyn-
ical ‘wit: once
declared ‘that
the Fourth of
July ‘is a day
when both
orators. .and..
artillerymen.
shootioff -
blank cart-
ridges. Such
is not my in=
tention to-
night. It is my
purpose to speak of the problems
facing the nation, and I think the
Fourth of July 'is a fitting occa-
sion to do' so. We know this is
the anniversary of the birth of the

greatest, most fruitful liberalism

B. Carroll Reece

|| known to man—Americanism. /It

is our responsibility to preserve
the [liberties  which —our fore-
fathers sacrificed so much to es-
tablish. :

*Address by Mr. Reece at Fourth

Canadian ‘Securities Dep't.

- GoopBoDpY & CO. .. .

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

of July- Ceremonies, Harrisburg,

\' Pa,, July 4, 1946.

We Maintain Active Markets in U. S. FUNDS for

CANADIAN BANKS Lh
- CANADIAN MINES :

=+ CANADIAN UTILITIES

L]

X

NEW YORK 6, N. Y.

Telephone BArclay 7-0100
i

Teletvpe NY 1-6872

- without private ‘property. - Attacks President’s OPA bill veto as
and decries “entrenched :bureaucracy” and ;-

* inflation ‘are making inflation inevitable,
. since Valley Forge has freedom ‘in America

The Capital of the great State of Pennsylvania, rich in-tradition
and history; is a imost appropriate nlace and. today is-an apprqpna’;e

.| stone State. That title‘typifies the
‘| place Pennsylvania -holds in ‘our,

* | those . basic principles ‘the' Dec-

maintaining that inherent strength -
 ‘of our government is ability to compromise. and. remain . united,
. points out present task is to protect government from subversionists -
n Says scheming reactionism is masked behind

and asserts freedom cannot- exist |

Contends many who warn against
“and. concludes that mot
been more endangered.

P

|STEINER, RouSE & Co.

Thiirsday, July 11, 1946

 Bird & Son
Pacific American |
~ Investors -

B dught—_-—S old—-Q uo!qd

Members New York Stock Exchange

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

New Orleans, La.-Birmingham, Ala.
Dir_gct wires to our branch offices

v .Soya Corp.
Central Public Util. 5%
. Textiles, Inc.
. - . L« E. Carpenter.
.. Susquehanna Mills . -
" Monmouth Park - -
Lo Jeckey Clube oo
Edward A. Purcell & Co.

Members New York Stock Ezchange
" Members New York Curb Ezxchange - *
50 Broadway WHitehall 4-8120.
Bell System Teletype NY 1-1019 °

v

" pennsylvania is called the Key-

great American system of govern-
ment, You may justly be. proud
that this State is the birthplacc
of the Declaration” of Independ-
ence, which procldimed for all
time the basic princip.es of free-
dom ‘upon. which our Republic
rests.  You may -justly be proud
that your State is the birthplace
of our Federal Constitution; that
grand document which ;translated
into -a-vital, vibrant. government

laration enunciated.

Only a few miles from where
we stand is Gettysburg, the scene
of one of the world’s great battles;
fought to determine whether “this
nation, or any nation so conceived
and :so dedicated, can long en-
dure.” Thank God, it has endured.

T paused briefly at Gettysburg
earlier today on my way  here.
As 1 looked over the battlefield,
it seemed to me typical of that
unity in the common good which
has made our nation great that I,
a son of Tennessee, should have
the great honor of being Chairs
man ‘of the Party born under

Abraham - Lincoln: The “inherent
strength of .our republican form
of government lies in our unsui-
passed ability to propose, disagree,
compromise—and . still remain a
united nation.

The Present Task

We are confronted with a task
even more difficult than war—the
‘task of upholding in peace those
vital ideals of freedom we pro=-
tected in war. :

If our American system-of lib-
erty has been worth the sacrifice
of hundreds of thousands of lives,
and uncounted billions of dollars,

~ (Continued on page 231) -

Central States Flec. (Va.)

Detroit Int'l Bridge
~ Recordgraph -
.Commodore Hotel, Inc.

s s

Frank C. Masterson & Co.

7 :Members New York Curb Exchange
64 WALL 8T, '~ " NEW YORK S
Teletype NY1-1140 ' HAnover 2-9470

e

Assoc. Gas & Elec.: Corp.
. All Issues

Chicago, Mil,, St.. Paul & Pac,
5s/2000

Minneapolis & St. Louis R. R,
All Issues

Buckeye Incubator
Consolidated Film Ind. -
- “

- .Consolidation Coal -

GUDE, WINMILL & Co.
Members New York Stock Ezchange
1 Wall St., New York 5, N. ¥,
Dighy 4-7060 - - Teletype NY 1-958

— : —e
Attractiéé_fo} Retail
Macfadden

Publications
Common

it _Circular on Reguest'. .

C.E. de Willers & Co.
’HMWI New: York Security Dealers Assn.
' 120 Broadway, N, Y. 5, N. Y,

REctor 2-7630 © ~ Teletype NY 1-2361
s ®

Bowser >In¢., Common i
Harrisburg Steel Corp.

. Slommon
*Keynote Recordings, Inc.
United Stove Co.
Common
Bought=—Sold«=Quoted
3 “Prospgctult on ‘[\?equest
. = A ;
Simons, Linburn & Co.

Members New York Stock Exchange
25 Broad St., New York 4, N. Y.

Telephone HAnover 2-2400

“ | ““HAnover 2-0600 ' ::Tels, NY 1.2008

‘F or Banks, Brokers & Dealers

Finch Telecommunications
k Trading Market : ;

TROSTER, CURRIE & SUMMERS
74 Teinits Placer New York 6, N.Y, |

“i- Pripate Wired to Buffalo—Cleveland—Detroit—Pittsburgh—St. Louis

Teletype 1-376-377-378

 EMPIRE DISTRICT |
ELECTRIC COMPANY.

Common

BOUGHT — SOLD — QUOTED

J:G WHITE & COMPANY
% INCORPORATED 4
37 WALL STREET NEW YORK 5
: ESTABLISHED. 1890 -

| 30 Broad St.

Jefferson-Travis: Corp.

Westeui" Union Leased Line Stécksj

International Ocean Telegraph Co,
Pacific & Atlantic Telegraph Co.
.'Southern & Atlantic Tele. Co.
‘Empire & Bay States Teleg. Co.

: <bought - sold = quqted |
Arnhold and SE Bleichroeder
A + 7t NG ] s |

New York 4
‘WHitehall 3-9200

Tel. HAnover 2-9300 - Tele. NY 1-1815

Teletype NY 1-518
1
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'apllahsm and 5th Column Menace SEC’s Quest for Control of - .
Fe ol Rabtiies et ke Unlisted Issues nghhghls s lIUHTEﬂSTHF

o Fl:rr?eﬁ Advgsox;ito the'i lﬁmkbof E(J;ngl:éxd Evlilonorlr‘uit of Bthed o W
i Bank.of Nova.Scotia, and Member Canadian War Labor Board: g B R l P bl ( PR ot
i\ Canadian: economist : contends : that: capitalism: won: the: war: and: : aSIc egu atory IO ems Love that OBSOLETE
| saved:Russia from: defeat.. Says price and other:wartime.controls: | . ! ¢ By A  WILFRED MAY:, Yes. Sir!
| should:be: discontinued 'and. consumers agiin- allowed. to -govern: |, The legal techmcal and political obstacles: wlm:h have*confrontedf‘ : : 2 :
. production. Maintairis that the.common-Russian would:be glad-to. | - the:draftsmen. and: ‘administrators: of Seturities Exchange-Act‘are: | Love that OBSOLETE
' exchange places with: the:common: North' American:citizen:. Warns: | * traced in detail. The Commission’s presently proposed ‘amendment:< | | ' bodia s g
that the.fifthi column;: which thieatens to destroy capitalism: lies:in:.. | | for uniform -Federal ‘¢ontrok. over: all: large: companies: is imprac-. | 1 bty
. the deféatism of capitalists themselves.. 1y ticable; because-of::(1) ‘Constitutional provisions contained in-inters‘ < |- { Obiolete Securities Dept.:. /

 Thiere.was a.time—and:some-of us can:still remember- 1t4—when | state commerce and general welfare clauses; (2) difficulties of ad- | 29 WALL'STREET, NEW YORK: -

Pe%l’lf Caélﬁg i spade-a:spade.; 3 - ministration , by: the- Commission; - and (3) . accentuation of the [ "*'*5"" WHuakalX 4 pr0r
ot ye

'the: Shorters: v ; 3omt (which ¥ metually theimoded anomalous srtuahon regarding: unregxslered securities. ¢ il

Oxford . Diic-. of - expression: preferred: by the{ " The, SEC’s current. proposal. to the Congress. to. amend. the Se-|}'! Book Cadillac. . -
{i Shorter Oxford authors).. curmes Exehange Actt by, subjecting. to its registration and. informa--

~ Thus, the-nature, function and ~ tion. require- t/ Hotel ;Borhizyons: b
sphde:as: ‘purposerof :this lowly: tool should, =73 ments. all 'is- tion"of " the legal polmcal and };Schulte Real, Estate: Pf d.
tool designed” .  be.clear:to.the: meanesti1946:in= - . . except- | technical -difticulties - which.-con-|} ' rids.,
-';for grasp=:.: telligence~and : God:;: knows : that ing’ those of

hi.both. th 5t 1946 mtelhgence is o+ ,fléonted the framers. and.:initial ,i 61 Broadway

ing with:both: | : £ Meanes < orporations| administrators: of the regulatory
(hands: while: pretty mean! ith' assets| statutes, is necessary.. Unlted Piéce Dye Common
it jis being:; ; "But: I’ must’ confess.: to. bemm il-| - The. present ‘proposition to i

i pressed into: obistinate: and: old-fashioned:

« | the ground by, | Therefore, I.persist; in- calhnégt,lll 1 mg:} l.é‘ssvv.t,r;an 7?r?flmgﬁg&O.Vgﬁaz'tlfce‘?.rfgl?ﬂg: l_ e-' GOI_DWATER & co .

Laneans . of ‘the. | spade-a: ‘spade-nay:more; I -+ 300 security.| registered. issues: was> bound; up{yg. ‘& bare New Yarle Security Pealera A
foot._.stnctly‘ = ‘| call a_lot of- things by, their;cor= h01ders goes|'with~ the - Commission’s. “initial |f ! o c;sarBro:::wa; o
i speakingy in-. | rect; un-varnished, un-whitewash= | problem - of “how' to. reach: thel|l ! ' New- York 6, N Y.

ideed, not j 1edy un-camouﬂaged old=fashioned | : - o many - issues- not located:“on: an{j a ;
real 1y. by P | names. - B leral - s e-| Exchange, and-of what policy to MAnover 2-8970 . *  Teletype NY 11208
zmeans of the: .| Onpe thing which'I do-not either |- @8 - - curities -legis«| pursue regarding: the issues’ which

¢

foot but by ; ; % “lation..  For. a} had been-enjoying the -so-cailed|| !

.mneans of ‘the. _Gilbert E: Jackson: varnish, wmtewaih 0% can;ouﬂa}g: ; . - - proper-~under-| “unlisted’ trading - privilege” -on‘{} : PLAST[CS
‘lowest part of - is'the.method of living anzszv\)ror - 'A/Wilired May  standing . of|the: New York. Curb. and.other || i :
the leg below the so-called ankle= (Continued-on-page this-highly | Exchanges. The latter comprised MATERIALS CORP

controvers1a1 proposal a realiza- + (Continued:-on: page 210)

Proapoctua on Request

Prospects of Transition Inlaten Comment on SEC | LE Reily 0o,

40 Exch PL; New York B
Vice»Presidont, Federal Reserve Bank of Kansas City xchange ew Yor!

, ' HAnover 2-4785 | TWX NY 1-2733-4-8
'ASsertmg “that time has comeiwhen: a choice'can be-made: between . Proposal to cong tess .39 So. La Salle St., Chicago 3

Randolph 8924 X CG 616
hardships ‘of ‘further inflation-and- those: ‘of - prevention- measures; Correspondents present .conflicting views as to measure: which is | 68 Devanshire St, Buston ol
Dr. Hardy distinguishes inflation types.as (1), sporadic; . (2) mone- .. :

3] bonk i designed to subjeet‘unregistered’” corporahons tosame provisions || 1. iﬁ?ﬁ?@ﬁl ]
tary; (3) speculative; and.(4) * “astronomical’’ due.to.public bank:  of law now applitable only to compames whose securities are listed 3"“"; i Claveland Lo C,’:“"“"‘
ruptcy: Holds- present problem.. concerns only first; twou: Lists~ : ,,n ani exchange. o s ! Yeu: oT ;

transition’ inflationary. factors: as d(l) P&odué:m% goods: at :::::l'“ “We have received the following communications, regarding: the|J

prices than justified by consuimer. Ceman (2) Zarger-gover cdrrent plan: of the Seécurities and-Exchange Commission to- compel || | TRA DIN M A R KETS

outlays than receipts;. (3) lending: dollars abroad; (4) expansion- |ynregistered corporations to provide data comparable to_that pres-|| | ; -

of bank:credit and deposits; (5) accumulated . consumer. demands; . | ently required-only of ‘companies whose securities are listed on an'}' T

(6) buymg by demobilized-armed. forces;:. and (7)  pressures: for - jexchage. The commission has requested Congress to amend the i Thiokol Corp.
existing law in: order to achieve.its objective: g

wage increases. Predicts, with or- s without  anti-deflationary: meas<

| ures, prices of “shortage”’ gqods will go higher in next 18, months; . lé&s a permadnent ;,nvlestor in both:listed and ‘un_li_sted corporations; gl e
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| Need For qumd Assels

To Pay Eslale Taxes

Promplmg Small Firms To Favor Merger 0ffers

By EDMOUR A. R, GERMAIN

Though public officials — from President down — express concern
over recent business mergers and acquisitions, government is seen =
as doing very little that is concrete to help small business firms to
maintain their identity as such.  For government to view mergers
and acquisitions _solely in llght of anti-trust laws is believed to be -

a grave: error.

Estate taxes are felt to be greatest single block to

continuity of small business enterprises.

Despite the public utterances of public officials to the effect that
in their belief every possible step should be taken to preserve ihe

small-business -character ' of
American enterprise, the Admin-
istration in. Washington: and the
State Governments, too, for that
matter, are seen doing very little
in a concrete way to encourage or
help the small businesses to pre-
serve their indentity as small
business' units.

Sen, James M. Mead who is'a
member of the Senate Small Busi-
ness Committee which has been
working in and out of Washington
for several years now, ostensibly
in' the interesis of small business,
two weeks ago after warning New
York State’s small industrialists
“to-brace themselves before it is
too late against a' wave of amal-
gamations in industry that may
engulf some of our important em-
ployment-producing . concerns,”
threatened to make use of the

Art Metals Construction
Buda Co.
Bowser Inc. Com. & *Pfd.

antli-trust laws to stop the activi~

ties of ‘“unscrupulous industrial
monopolists.”

Also two weeks ago, the very
next day after -Senator Mead
spoke, Secretary of 'Commerce
Henry A, Wallace deplored the
fact that corporation mergers and
the ' “swallowing ' up” of  small
firms by the big ones have in-

creased sharply’ since V-J Day.| | §

(The text of Secretary Wallace’s
talk, given to the American Mar-
keting Association, was published
in_ last Thursday’s issue of: the
“Chronicle”,)

On. June 1st, in an address
(published in the June 6 issue of
the “Chronlcle”) at the gradua-
tion exercises of Washington Col-
lege in Chestertown, Md., Pres.

(Continued on page 213)
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Argo 0il Corp.

Central Paper
*Tennessee Prod.
*Temple Coal Pfd.

’ Geheral Crude Oil
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Seligm‘avn‘, I@tkin & Co.

Members New York Security Dealers Association
: 41 Broad Street, New York 4

*Shatterproof Glass
*Wellman Engineering
Textiles, Inc,

. HAnover 2-2100

BUSINESS BUZZ

_ “I Don’t Care HOW. Bernard Baruch Does It—As Long As You

Work for Me You'll Work in the Office!l”

 Appoint Excess Profits Tax Gouncil Members

‘WASHINGTON, D. C., July 10-——Joseph D. Nunan, Jr., Commis-
sioner of Internal Revenue, and Charles D. Hamel, Chalrman of the

Excess Profits Tax: Council; an-&
nounced today the full member-
ship of the 15-man ¢ouncil which
has been set up within the Bureau
of Internal Revenue to administer
refund claims of corporations filed
under section 722 of the Internal
Revenue Code. The membership
of the council is-as follows; Mor-
tan P, Fisher, Baltimore attorney;
Charles P. Smith, former Judge of
the Tax Court; HenryJ. Merry,
New York attorney; William L.
Kumler, Los Angeles attorney;
Eric Louis Kohler, Chicago ac-
countant; Frederic D, Utley, Chi-
cago accountant; Peter Guy Evans,

*Capital Records
Haile Mines
Standard Comm. Tobacco

Great American Industries

. *Prospectus on request

J.K.Rice,Jr.&Co.
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Members N. Y. Security Dealers Assn.
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SIEGEL & CO.

89 Broadway, N.Y, 6 : DIgby 4-2870

New York ' accountant; Donald
Myrick, Santa  Barbara, = Calif.,
economist; Harold Arthur Eppston,
Newark, 'N. J., accountant; R.
Chfford Hall, W’ashmgton econg-
mist; William Bernard Paul, Den~
ver revenue -agent; Charles R.
Johnson, Washington . attorney;
Henry J. Donnelly, Jr., Washing=
ton accountant; Clifford W. Stowe,
Detroit revenue agent,
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: '[Some Elements of the o
Amencan Characler

By JOHN F. KENNEDY*

Young politician ‘declares America’ s present-day need is for greater‘
religion, idealism, patriotism, and individualism. Decrying world-
wide trend toward ‘collectivism, Mr. Kennedy urges us to preserve’
the rights of the mdmdual agamst the State as our most chenshed %

political asset,
We stand today in the shadow

of hlstory We gather here in the |

very cradle of liberty. It isan honor and a pleasure 10 be the speaker

of the day—

an honor. be-
~cause - of the
long and dis-
tinguished list
of - noted ora-
tors who have
preceded me
on this plat-
form, a' pleas~ .
ure  because
one of that.
honored ' list
who stood
here 50 years
ago, and who
isiwith us
here today, is
my grand-
father.

It ‘has ‘been the custom for the
speaker of the day to ‘link his
thoughts across the years to cer-
tain classic¢ ideals: of :the early
American tradition.. I shall do
the same. I propose today to
discuss certain elements of  the
American character' which have
made this nation great. It is well
for us to recall them : today for
this is a day of recollection and
a day of hope.-

A nation’s: character, like that

John F, Kennedy

#John F. Kennedy (son of Hon.
Joseph P. Kennedy), who won the
Democratic nomination,: which  is
traditionally equivalent: to elec~
tion, to Congress from the 1lth
district in Boston, delivered this
as the Fourth of July Oration. of:
the Clty of Boston at Faneuil Hall.

of an individual, is elusive. It is
produced partly by things we have
done and partly. by .what has been
done to wus. It is the result of

' | physical factors, mte]lectual fac-

tors, spiritual factors. :

It is well for us to consider
our-American 'character, for in
peace, as in war; we w111 survive

. |or fall accordmg to 1ts measure.

G Religion

Our deep religious sense is the
first  element of the ‘American
character which I would discuss
this morning. = The ' informing
spirit of the American character
has always been a deep religious
sense. Throughout the years down
to the present, a' devotion. to fun-
damental ‘religious principles has
characterized Amencan thought
and action.

..Our government was founded
on the essential religious idea of
the integrity of the individual, It
was this religious sense which in-
spired the authors of the Decla=
ration of Independemce:

“We . hold these truths to be
self-evident; that all men are cre~
ated equal; that they are endowed
by their Creator with certain un-
alienable rights.”

Our earliest legislation was in-
spired by this deep religious sense:
*Congress shall make no'law pro-
hibiting ‘the free exercise of re-
ligion.”

Our’ first: leader, Washmgton'

(Continued on page 239)

Ti_tle Guarantee & Trust Co.

-BOUGHT '~  SOLD — “QUOTED -

Supplemental Report covering latest
? Earmngs and Condition

New York Hanseatic ‘Corporation
120 BROADWAY, NEW YORK 5, N, Y.

Telephone: ' BArclay 7-5660

Teletype: = NY 1-583

lndw:dual !‘reedom and lndustnal
Peace

. By HON ROBERT A. TAFT*
© U, S. Senator flom Ohio

 Leading Republxcan Senator, stating there are too many do-good-
* ers and too many government officials who want to run lives of
other people, contends totalitarian ideas now rule and if strikes are
prohibited, individual freedom would end and State would become

all powerful.

- emergency strike measure.

and attacks veto of Case Bill as well as President’s prop
Accuses President of being inconsist-

Says collective bargaining cannot be regularized,

d

Harold Mitchell Wllh
Lewisohn & Gompany

Lewmohn & Co., 61 Broadway,
New York City, members of the
New ' York Stock Exchange,. an-
nounces, that .Harold E. Mltchell
is ' now associated with the ‘firm :
in the Investment Research De-
partment, Mr. Mitchell was: Chief
of the Audit & Review Section of
the Accounting  Division,  Office
of Price Administration’ in’ Wash-
ington for the past: five years,

ent and ignorant of principles of labor relations and calls for more -
study of principles and proper scope of labor legislation,

I do not claim to be an expert on the =ub]ect which has been

assigned to me, “Roads to Industrial Peace,”

but I have had a llttle

recent exper-
ience in the
field of labor
legislation,
and I have

| listened to a

great deal of
testimony
in the last
seven years
from men of
all faiths who
know ' more
about ‘labor
relations than
I do.

I have never
seen a session
of Congress
where we have had so many im-
portant controversial matters
pending at one time. ' Everyone
wants new post-war plans,

Robert A. Taft

*An address by Senator Taft at
the Tamiment “Social- and: Eco-
nomic Institute, Ruskil, Pa,, June
21, 1946. :

‘A Senator’s life would be very
haphazard and’ unsatisfactory it
he /did’ not deal with different
subjects according to some under-
lying philosophy. I believe that
the proper philosophy for dealmg
with American problems is the
same as that which brought about
the creation of the American Re-
public, namely, the maintenance
of a basic freedom for the indi-
vidual, for his voluntary organi-
za’uons and for his local govern-
ments. . This nation would never
have been founded if our fore-
fathers had ‘not considered free-
dom ahead of security, ahead of
wealth, ahead of peace itself.,. The
freedom we  established ‘was
envied by every nation through-
out the world.  In my opinion it
brought about the success and the
power of the United States of
America today. It did so, because
fundamentally it guaranteed op-
portunity for all.: It furnished an

: (Continued on page 218)
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F. L. Putnam & Co. Buys

Boston Exchange Seat
BOSTON, MASS.—F. L. Putnam
& Co., Inc.; 77 Franklin Street, has
purchased a seat 01 the Boston
Stock Exchange which 'will® be
held by John E. Sullivan, Jr. ;
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“Washington Ponders

Bretton Woods Salaries

By HERBERT M. BRATTER . .

‘ Observer comments on ‘question of adequacy of government offi-
cials’ salaries and. calls ‘attention’ to" transfer:of several members

of former Budget: Director

‘as‘ well:.as appointment

Harold' D.:Smith*to much ‘higher:paid

-positions with' International Fund -and World Bank. : Notes: British .
~and American -official criticism off‘high‘salaﬁes paid by Bretton

|
1 “iof Treasury and State:Department staffs,
|
1

k .

i Woods institutions, and-makes comparison with- salaries  paid here

i

4he adequacy of the
. has been
raised.in
‘Washington,
and various
news column-

v rists -have  re=-
echoed the
subject; When
Under * Secre-~
taryofthe
Treasury Dan-
“iel W. Bell re~
signed his post
several
months ago to
accept a bank
position; pay-
ing more than
bt el twice as much
as the government paid him, the
Secretary in response' to a corre-
spondent’s question expressed 're-
gret that 'the government  pay
scale ‘was ‘so limited in the :top
ranges. President Truman only: re-
cently has attributed to the same
cause his difficulty in filling sev-
eral top-rank positions—although
some observers have ascribed the
President’s difficulty in those!in-

‘Herbert M. Bratter

. _and abroad to regular government: executives.

WASHINGTON, ‘D. - C~Several times recently’ {he question “of
: pay-of '-got‘rerf\lment officialgand ether workers

stahcés to .other causes. ' In . ful-

filment of  the "Administration’s | §

general-policies -as-to the wages of
labor a measure was recently en-
acted increasing-as of July 1 all
government pay of less than $10,~
000 a year by an average of 14%,
with $10,000 remaining the ceiling.

The resignation -last month of

Budget Director,Harold D. Smith
for the 'sake of .a position with
the World Bank paying him $22,~
500 after taxes was another occa-
sion for comment on the growing
lack of .attraction. of government
salaries to officials in the higher
ranks. The fact that all officers
and employees.of the World Fund

and ‘World " Bank  have: their in-

come taxes paid for them by these
institutions has made employment
with those.two bodies very allur-
ing to. foreigners and Americans
in-and out.of government service.
Several thousand :applications: for
employment: have been ' received
by each of these international or-
ganizations = to- . date, while lin
(Continued on page 230) .
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Bank and Fund Officals

(Twelfth of a Series)

.RODRIGO GOMEZ
Executive Director of the Fund
. Mr. Gomez, 49-year-old Mexi-

can financier, was elected execu-}
tive director, of the Fund at Sa-|:
‘vannah by the combined-votes of |-

SitiiesMexieoy Co- [y

lombia,
Costa }
‘Dominican

Republict|:

"Guatemala, El
«Salwvador,

‘Honduras and |-

‘Nicaragua.
:The 4,370

votes of these |

-+ countries -con-
stitute *5.28%
-of -the Fund’s
“total. votes.
‘Mr.' Gomiez
is 'a member
of ‘the -:board
; . of directorsof
five. Mexican: banks and :at the
time of his ‘election to the Fund
was manager of the Bank of Mex-
ico.  From 1933 to 1942 he headed
that bank’s’ foreign :department.
Previously he was assistant man-
ager of the Banco Mercantil ide
Monterrey, head of the foreign
exchange .department. of ' the
Banque Francaise ‘du -Mexique,
and ‘a “member of 'the statistical
department of a Monterrey iron
and steel-company. . -0 o000
Latterly Mr..Gomez has served

Roderique Gomez

.as -an advisor . to the :Mexican

Treasury in'the adjustment of the
foreign public debt. On.a special
mission to. Europe in 1945 he had
the: title of ‘minister: plenipoten-
tiary.~ At BW «in’1944 he ‘was a
member of the Mexican delega-
tion. !
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Science and

World Order

4

By R. G. GUSTAVSON* S H
'Vice-Presidentand’ Dean,’ Chicago University . 5,

Leading educator,in picturing: devastating:effects of atomic bomb, . i

-asserts. another war:means end-of civilization. . Holds .under ‘this |
_condition compulsory military:training. or large army:will not pro-

tect us.” Sees "difficulty in keeping bomb secret and 'advocates. .
release .of information, -in stages; to United" Nations as “our only. .

hope,” as organization becomes stronger. ~Holds atomic energy can -
be used for peaceful purposes and contends a happy. and peaceful
world can be had ‘only’ by “a ‘willingnessto*share.” " Concludes

basic problem in world today is wide differences in capacity of in-

- sharing can overcome.

ciation -on

-what I regard

ag the ‘num=

-ber.one prob-: «

lemifacing::
mankind:
namely, the’

‘exploitationof :*
‘atomic energy

in a world,
which must
remain ~at
peace -or be
destroyed.
Our «problem:
isithe age old-
problem of |

how to live R:G.Gustavson

"the 7good - life

in'a world made: good.
“The ‘dream 'of mankind-of a

‘world at. peace-is as-old:as civil-

ization itself: “Every new.genera-
tion has “reconstructed ‘this an-
cient hope; only to be disappointed
by the -advent of -ever more cruel
and devastating -wars. We have
just -emerged from:the ‘most de-

‘structive of-all'wars, and now, iin

the midst of ‘the rubble:of bombed
cities; hospitals -full ‘of crippled
men; psychopathic institutions full
of ‘warped ‘minds, millions of peo-
ple on the verge of starvation,
man’ finds himself again trying:to
reconstruct the-age old dream. ..

The  frightfulness of ~war has
been -increased -a ‘millionfold by
the discoveries. of the last five
years. The atomic ‘bomb is only
one of the many: discoveries. that
have.contributed to the frightful-
ness of war. -In the atomic bomb

*An address by Prof. Gustavson
before the New York State Bar
Association, Saranac, N.: Y., June
29, 1946,
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Benguet Consolidated Mining
: [Gold]
(From 1916 to 1941)
‘"Production “$61,800,000.
Cash Dividends $36,875,000. |
Stock Dividends . 11,000,000 shares |

.Balatoc Mining Co.
(From:- 1929 to 1941)
(64Y; % owned by Benguet)
Production  $56,000,000,
Cash. Dividends /$23,950,000.
. Stock .Dividends ' 5,000,000-shares :
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Members N.'Y. Security Dealers Ass'n |
42 Broadway, New York
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Iron’ Mines, Ltd.
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Brokers & ‘Dealers
: In Investment . Securities }
62 William St. New York 5, N. Y.
Telephone Teletype
WHitehall 4-2422 NY 1-2613
: “Branch" Office

dividuals -and : nations: to' create for their economic -needs, -which ¢

:1.deeply: appreciate: the high honor which has. been extende&»f
to me:in the invitation o speak Lo the New York .State' Bar. Asso= "

man has learned to liberate en< |
ergy on a very large-scale by;an |
entirely ‘new :principle, namely, |
the ‘destruction of ma.ter, When%
this takes place, the energy liber- |
ated is equal to the mass, or the !
weight, of the ‘mat.er 'destroyedr,é
multiplied by the square:of ‘the
velocity of light. ~ Light travels:
with'a-speed of 186,000 miles per

second; ~when .that ‘figure = is;
squared,; the: result:is 35,000,000,

. 1000, - which  means that even’

‘though ‘the quan:ity-of matter de-

i stroyed is small, the energy liber=;

ated is enormous./‘And so we find,;
one: atomic “bomb, ‘in ‘which the;
weight - of - the actual < explosive,
material 'is “somewhere : between
two and 50 pounds, liberating the
energy contained in 20,000 tons of ,
TNT. That is'400’ freight cars of’
TNT; five trains of 80 cars'each.
During five years of war, approxi-
mately a million ‘tons of 'TNT
were dropped on: Europe from the
air by the allied air forces. «Many,
cilies 'were ‘ruined :and: an*esti=

imated 500,000 people killed .in

these: air:raids. - If this-had ‘been
accomplished with' ten<ton  block:
busters, a ' hundred. »‘thousand
bombs:would have:been required
and ‘a:hundred thousand ‘missions:
would have been necessary. How,
many atomic bombs  would have
been required-to-accomplish the:
physical destruc.ion accomplished
by a million. tons of TNT? ' Just
50. ‘These 50 atomicbombs could
have been dropped in the course;
of.half an hour. - The two bombs
which were dropped on Japan de=!
stroyed two cities and killed 250,=
000: people, sl

Another War Means Civilizatltfn’é

| Destruction
It is-now recognized .that an=
other war means the destruction
of civilization itself. Small wonder
that: men are frightened and are

(Continued on: page.237) i
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suffering from foreign exchange

it St ‘»—"s—s‘t‘.:--«;—n‘!-—’ﬁ'—"‘\

_exports there must be dollar ‘exchange available and: price level
_must be in line with free competitive market. 'Looks to Inter-:
national Monetary Fund- and Export-Import Bank as aids in main-
taining and restoring our international trade potentialities.

During the nineteen-twenties some: economic writers referred to

| Ehlton,and_ Postwar World Trade

By AMOS E. TAYLOR*

'Director,'Ofﬁce of Business Economics, Department of Condmerce
After' reviewing transition of U. S. from a debtor to a creditor nation
anfl its effect on dollar exchange and cotton exports, Dr. Taylor
points out need of two-way international trade for U. S. in post-
war period. Says we can no longer do business with countries

shortages and: that to promote.

the United States as a creditor nation with a debtor nation complex.

{ Although the
1 economie
thinking of a
great ' nation |
can hardly be
accurately re-
flected in . a
“simple - catch
phrase it can
not be denied
that’ the 'sud-
denness:with
‘“which: this
countury
shifted from a

net debtor}|

position to a
net - creditor]
position made
it very difficult for us to reorient
- pur thinking immediately and to
~-understand fully the implications
of the change. ;
"As a debtor nation the United

L
¢ "Amos E. Taylor

States made-large-interest- and

i

dividend payments ‘on: balance fo
the United Kingdom ‘and to ‘the
principal creditor nations of. Con-

‘tinental Europe. The: need for

meeting ‘these payments ‘meant
markets  for ‘American industry
and * agriculture.. Our  creditors
were our best markets: Their' in-
dustries provided a steady demand
for our raw materials and’ agri-
cultural products. Their working
populations were' great consumers

of “our ~wheat «and other ' food |

products.” .

In no' tield ' of “‘American eco-
nomic ‘activity was the effect of
this sttuation : more - clearly re-
flected than in cotton ‘production.

- (Continued on"page-217)

#An address by Dr. Taylor at
the Seventh Annual  Cotton. Re~
search -Congress, Dallas, - Texas,
July “8; 1946.
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. Aldrich Gives Program for Trade Policy
Recently appointed by President as ‘Chairman of Committee for Financing Foreign Trade, he promises |
cooperation. with government and states aim as: (1) coordination of public and private efforts in for-
eign trade field; (2) adjusting. nation’s productive capacity to domestic needs and foreign reconstruc-
tioni; @lldr(3) cultivation of relations between American and foreign businesses for. expanding trade.
| Winthrop W. Aldrich, Chairman of the Board of the Chase National Bank of New York, who was’

ate with:the

| National ~Ad-

visory Council
on . financing

‘| foreign. trade,-
‘| issued on July

9, after a con-
ference . with
My, Truman, a
statement = in
which  he
pledged full :
cooperation of
private indus-
try: with: the
government
agencies con- ;
cerned in the — w, W. Aldrich
leestoration: i il

and stabilization of the:interna-
tional ‘economy, and, at.the same
time, laid down a three-point pro-
gram for its accomplishment.

The. text of Mr. Aldrich’s state-

|ment follows: . ’

In his letter appointing the

committee the President said in

part: : i :
“It is of vital importance to our
country and to the stabilization of
the - international = economy, that
we proceed as rapidly as possible
with another of the major. ob-
jectives of ‘our reconversion pro-
gram; namely to tie in our nation=-
al productive 'capacity with' the

|world’s  reconstruction ' require-

ments. The conduct and financing

1 of our: :foreign trade should :be

handled by: private industry with
the cooperation and such assist-
ance 'as  is necessary  from the
proper government agencies,

“Government loans to ' other
governments. ‘are {necessary like

many other things done in war
or ‘the aftermath of war, They
cannot be the continuing basis of
international trade between free
countries; they ‘'should be supple-

recently appointed by President’ Truman as chairman of a committee of private business men to cooper=

mented. and eventually replaced

by private international financing. -

“The 'government' is doing its
part. The President has appointed
this' committee to encourage in-
dustry”and private ‘capital to do
its part. il by

“The Department of -State ex
plained last May to. the repre-
sentatives-of foreign governments
having purchasing missions in thig -
country that the. policy : of " the:
American government: favors’ the
use: of private .commercial ‘chan-
nels in' international :trade . and,:
proposed ' that ~such trading:
agencies  should . conduct = their
trade in accordance ‘with usual
commercial considerations,” ‘

The government has done and
is doing, through the Export-Im-~
port Bank, its part in making the
wheelg.of trade begin’ to move.
The government has further sub-=

* (Continued on 'page 233) . '
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The realization of this fact is one of
holders in such enterprises have taken the necessaty steps to meet inevitable
" contingencies. This has been true of many of the largest privately-owned
enterprises. as well as those of moderate size. It has been and is being
accomplished, prudently and éonservatively, by the distribution of part oz
all of the equity in the business to the investing public.. =
" The ‘eventual imposition of estate taxes is but one reason why those

Taxes Are Not Paid e

with

- Bricks and Mortar

k ’/‘Howé'véﬁi;odem and efficient a closely-held or family business may be, the
impact of estate taxes will ultimately be felt fullyvar;d perhaps destructively
—unless liquid capital is available. 1 : :

who control substantial enterprises may well consider the partial or com-
plete sale of their»owf‘ier’ship now. Other édvanytages, to company as well
~ as owner, include the establishment of a market for the securities and
better financial Pre_paration fora future which is neceésari!y_ uncertain, .-
- As investment bankers with experience in many such underwritings,
involving many kinds of business in all pazts of the country, we are in a
position to discuss such a distribﬁtiog accurately and informatively. A letter,
to one of our partners will prepare for such a conference. - .
If you would Tike to review some of the financing

" which we have performed for many sound enterprises in
recent years, please send for our booklet "House Colors.”.

VAN ALSTYNE, NOEL & CO..

- Members
New York Stock Exchange

52 Wall Street, New York (5)
1500 Walnut Street, Philadelphia (2)
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" Thursday, July 11{1945 ‘

A Program for Inflation Conirol

| By TYRE TAYLOR* ‘
General Counsel, Nat'l Association of Retail Grocers

Asserting propaganda for outright price control ignores fact mount-
ing inflation is ‘already here, Mr. Taylor, after. citing' that ‘causes
of inflation are due largely to Administration policies, recommends: -
(1) “balancing of Federal budget; (2) an orderly retirement of
public debt; and (3) encouragement to industry and agriculture
to produce at maximum output by eliminating all restraints on pro-
duction. Blames Administration’s labor policy as producing. an
(inflation spiral and urges corrective legislation that will restore bal-
;ance of bargaining power between unions and industry.

. An effort will be made—in fact an . intensive propaganda cam-
paign ' is already under way—to mislead :the -American people into '
the belief R
that, but: for
the  action of
Congress  in

amending the - |
# | price control
law, all would
now : be: well i
with: our do-

# | mestic: econ-
omy. :This
propaganda
convyeniently
ignores and
will continue
to .ignore: the
fact that a
serious and

THE COMMERCIAL & FINANCIAL CHRONICLE

Bowles Links Fiscal and Monetary
~ Policies to Inflation Control

In a public letter he lists measures to avoid inflation, foremost of
" which is prevention of excessive money and credit, but holds this

“theoretical”’ formula is.impractical. Says since V-J Day, with
removal of excess profits taxes, OPA had to bear full brunt of infla-
‘tionary pressure and contends that, despite this, it has prevented a-
- “blow up.” - Holds price controls still essential. ==

. In aletter, dated July 5, to the Editor of the New York “Tirpas,”
and ‘pubilshed in that paper on’July 7, Chester Bowles, retiring
Director - of ;
| the. Office of -
Economic
Stabilization,
| analyzes price
control - prob-
lems and their
solution. - He
places the
“creation: . -of "’

4 ‘Mlllmoney :and :
United. Light & Railways Co. (||| credit beyond

. Preferreds y the amount of
goods and
seryices avail- ;
able’ as a i
foremost
cause of infla-
tion. As one 5% :
of the remedies, he lists “‘an’ all-

(Continued on page 214)
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MNCORPORATED i

| here notwithstanding all of Mr.
Bowles’ mouthings and medicines
and the existence of a system of
drastic wartime controls, In short,
the theme song of Messrs. Bowles
| and Company will be, “I told you .
so,";and, an- effort will be. made [
to defeat those Congressmen who
voted for the amendments which
you, along with American busi-
ness, industry, and  agriculture
generally, so' overwhelmingly 'fa-
vored. s ¢

It is therefore necessary, I think,
that “this' Association, represent-

ing and speaking for a large seg-

‘BOSTON
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mounting . in-

flation is already here —as evi=
denced by the rapid and accel-
erating increase in wholesale
prices for commodities since Feb~
ruary of this year-—and that it is

(Continued. on page 215)

*From a report of Mr. Taylor
at the 47th Annual Convention of
the National Association of Retail
Grocers, Chicago, I1I.

July 9 rejecting a motion to accept

* House and Senale Conlinue Silver Fight

WASHINGTON, D. C., July 9—The 10-to-1 vote of the House on

the Sena_te-passed silver compro-

mise puts the Silver Blocon notice®
that there is a limit to its power.
The exact House vote was 266 to
23. The House, it will be recalled,
many weeks ago adopted a rider
which its appropriations commit-
tee had added to  the pending
Treasury-Post Office Appropria-
tion Bill. 'In effect that rider was
a renewal of the Green Act which
expired last Dec. 31. The purpose
of the rider was to authorize the
Treasury to sell silver to Amer-
ican industrial consumers of the
metal out of the Treasury’s sup-
ply of ‘“free” or non-monetized
silver. The rider has a two-year
termination. . This proved to be
the only feasible way in which
the:: industrial« consumers,  faced
with a growing and costly dearth
of the white metal, got around the
months-long filibuster of  silver

Senators ' against = the ' measure

TRADING MARKETS
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which  Senator Green of Rhode
Island ‘introduced a.year ago to
get the then still effective Green
Act renewed.

As has been related in these
columns, the Senate recently ap-
proved without a record vote and
without “debate’ a so-called com-
promise which ‘had been worked
out in the Senate Appropriations
Committee by leading silver Sen-
ators and leading “jewelry” Sen-
ators. ‘That compromise increased

the price at which the Treasury '

under the new legislation would
be authorized to sell and obliged
to buy . silver from the. 71lc House

figure to about:90%c. Moreover,’

under the Senate version; the sale
of Treasury silver would stop at
the ‘end of two years, but the
Mint’s buying . price for newly-
mined domestic silver would be
then'  lifted ' to $1.29 an ' ounce.
Moreover, - the. ' Senate = version
would repeal  the existing silver

transaction tax of 50% and other

legal ' provisions which today

make speculative trading in silver -

impossible.

The House action of July 9 was
aimed to force the full Senate to
go on trecord on the pending: is-
sue.” On July 10, Senator Green
made-a motion to accept the origi-
nal House rider,
ever, the Senate adopted a pro-
posal of Senator Hayden' of .Ari-
zona, to accept the House rider
after’ substituting 90.3  cents, for
71.11 ceats, and after making an

| addition to the House language.
By the latter -move, the Senate

would open the Mint to newly

Instead, how--

mined domestic silver permanent.. '
ly at a new price of 90.3 cents, .
instead of the existing statutory -

price of 71.11 cents. ‘Under Sen- .

ator Hayden's motion, the com-
promise which was worked out in
the Senate Appropriations Com-
mittee between mining and jewel-
ry Senators is completely scrap-
ped. : ;

The matter now. goes again to .

conference. If adopted in its pres-

ent Senate form, it will mean that -
the existing silver transaction tax

remains on the books, along with

other statutory impediments to.re- .
sumption of trading in silver fu- .

tures.
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Free Enterprise and

Insurance

o,

Regulation

By WENDELL BERGE*:

& i ~Assistant Attorney General of U. S.

" Anti-trust enforcement official, asserting effective government regu-
lation of production, distribution, and price would call for a plen-
itude of government power not consistent with democratic political

" principles, defends decision' of Supreme Court making insurance

_subject to Sherman Anti-Trust Act.: Says it is' not purpose of Ad-
ministration to remove insurance regulation from States or to social-
ize industry, and urges States reexamine insurance laws to conform

- to Federal anti-trust policy before expiration: of McCarran :Act, -
which defers application of anti-trust law to insurance until Jan. 1,
1948. Upholds rate competition in insurance business.

In the American system of free enterprise as it is supposed to

operate, the individual

business enterprise seeks profits in open com-
‘ ®

petition: with -
others -and at ‘g
the risk of in-
“curring losses.
In such a sys-
dem business
profits over
and above
‘mere interest
on - invested
capital are a
Teward for
risk. ' Private
initiative . is
allowed a
wide  latitude
for wventure
with new
ideas, new
processes and new  products. The
right to venture implies the risk
of loss as well as the opportunity
to succeed. This chance-taking is
at the root of a free: enterprise
system. Risk and uncertainty -are
the price we pay for the right to
exercise our 'talents freely. To
eliminate ' individual - risk' as a
basic : factor ‘in economic life
would mean to'substitute a con-
trolled economy for the freedom
we have traditionally wanted.
There are businessmen:who, al-
: though professing belief in a free
enterprise system; actually do not
want one. These men want to
eliminate risk from the market by
private ' restrictive . agreements
which guarantee them against the
discomforts  of cometition. They
want to fix prices at non-competi-
ive levels. They want to create
artificial scarcities through re-
strictions - on  production. They
-want to divide markets with their

*An address by Mr. Berge be-
fore the New England Association
054 Insurance ' Agents, June 28,
1946. ' :

VR T

“Wendell Berge

competitors ‘in order to create!

private ' monopoly = domains . in

which  ecmopetition: will: be  non-|
existent.” They want to suppress]
new products and processes which |

will- render  obsolete and super-—
sede ‘the old. ;

Basically these attempts to elim-
inate competition from' the pro-
duction and distribution: of goods
are attempts by collective action
to build a protective wall around
the status quo. They are attempts
to . gain an - artificial = security
against the potential threat of
more efficient competitors. They
are attempts to screen out risk
by the substitution of monopoly
control. . ;

Another method of seeking the
same result is to have govern-
ment impose and enforce a non-

competitive, monopolistic organi-

zation of ‘industry. Thus, in some
quarters it is argued that there
are industries which should be
subject to. permanent government
regulation as to production and
marketing quotas, sales, the adop-
tion ‘of new technologies, and like
matters, In support of such view it

is suggested that competition no|

longer works as a regulator of
the market; that overproduction
and a: flood of ‘cheap goods
threatens industrial destruction
unless something is done; that the
solution " is. overall : government
regulation, with production, dis-
tribution and prices stabilized at
levels. determined by government
authority to be in the public in-
terest. The notion seems to. be

that risk should be eliminated by

the ‘establishment of widespread

regimentation of  industry. -Such

arguments do  mot come from
(Continued on page 234)

61 Broadway

« We are pleased to announce that

MR. MAX JACQUIN, JR.

has been admitted as a Gefleral Partner
as of July 1, 1946

LEWISOHN & CO.
|- Members New York Stock Exchange
Members New York Curb Exchange

New York 6, N. Y.

regimented and ' subsidized
wealth-producing processes.

Without trade modern popula-®

Recon»si‘r_iwting- Forces vPromoling Int'] Commerce _

By IVAN WRIGHT

‘Dr. Wright, in outlining conditions for restoring production and international commerce, places the
restoration of stable monies first. Points out difficulties in a return to sound
that as long as there exists lack of confidence in government, money and wealth-producing power,
foreign trade is a closed door to most countries. Cautions that foreign loans in peacetime ‘are inef-
fective and dangerous unless borrowing nation is  first obligated to put its house in order.  Concludes
production, bilateral restrictions, and unstable' money and credit restrict .

money, but emphasizes

tions could not live. This is evi-
dent to any one who will reflect
on how to maintain the present
standard of

living, and at

same time be

self-suffi-

cient. No com-

munity or

~state could

maintain’ its

“‘present stan-

dard of living,

“nomatter how

~low, and be

i self-suffi-

cient. ‘While

“the wealth

‘ : i gained from
Dr, Ivan Wright =~ purchases and

. sales can not

be separated, it seems evident that
in foreign trade the greater gains
are from purchases, and not from
sales, which is contrary to the
general propaganda. The gains
frpm foreign purchases are in the
buying ' of * goods and  services

tion of our time, labor and capi-
tal’ to produce than the costs of
purchases are in terms of the costs
of what we sell. 'The propaganda
that we must sell to other coun-
tries even if we have to subsidize

ment here for all who want to
work is very unsound economics,
and. such false ideas crystalized
into national policy will be very
costly. If we sell goods and get
less: in return, thap the costs of
production ~we - are poorer by
each such sale,  Bit if we sell
goods and  get.in return  goods
and services which would cost us

more to produce than the prices

which would cost a greater por-

the sale in order to make employ-:

vices, then we are increasing our
wealth and standard of living by
trade to the amount of the dif-
ference in costs of: production.

Stable Monies Are the First
: Necessity

Stable money in each country
engaging in foreign commerce is|
the first need for reconstruction
of the wealth 'producing powers
of international trade, The great-
‘est gains for each country will be
obtained by restoring sound mone-
tary conditions  within its own
borders and in international mone-
tary exchange relations with other
countries. There is an urgent ne-
cessity 'to educate the people ‘of
each country to the need for sound
money, and ‘ifs economic and so-
cial benefits. In spite of the fa-
miliar histories of the destructions
to the wealth and well being of the
people  resulting from ' unsound
monies; the mass of the people in
any country have little knowledge
of ‘the requirements to maintain
sound and; dependable  monies.
Even more strange this familiar
elementary knowledge is'lacking
among the ruling classes and
statesmen of many countries. It
is common for inflationary proc-
esses to be used by one political
party to try and outdo the prom-
ises . of the  opposing  political
party.. Where such 'a low standard
of statesmanship exists the task

of restoring sound economic and|
financial conditions is doubly dif-
| ficult. After the excitement of in-

flation has set in, the processes
of restoring sound ‘monies are
stoutly opposed by the people and

we pay for these goods and ser-

| the commercial and political lead-
ers in almost all countries until
: |

J. ARTHUR

Telephone COrtlandt 7-9400
TWX-NY 1-1950-2 & NY 1-2837-9

Philadelphia Jersey City .

-~

We wish to announce a

COAST-TO-COAST WIRE SERVICE

through the opening of a direct private line tos

IMORGAN & COMPANY

634 South Spring Street -
Los Angeles 14, California

We invite your inquiry on all issues
traded in the Paciﬁc Coast Market

'WARNER & Co.

120 Broadway, New York 5° 89 Dévonshire Street, Boston 9

Albany
Pittsfield Sunbury Portland Wilkes-Barre Hartford 'Clearfield

Direct private teleplxénés between New York, Philadelphia, Boston & Hartford ‘

Telephone LAfayette 3300
TWX-BS 208-9

Utica  Wellesley,  Springfield

W
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 We are pleased to announce that"

MR. IRVING MANNEY

: has become associated with us
in our unlisted trading department

~ EISELE & KING, LIBAIRE, STOUT & CO.

" MEMBERS NEW YORK STOCK EXCHANGE

50 Broadway, New York City 4
Bell System Teletype NY 1-25758

% ' Mr. George

52 WALL STREET

We are pleased to announce the election of

as Vice-President of this Corporation

" FIRST COLONY

A. Searight

CORPORATION

NEW YORK 5, N. Y.

the inflation has. destroyed most:
creditor ‘wealth,

A very good case to illustrate
this condition is the present situa-
tion in France, The franc is worth
only a fraction of a cent but the
opposition: to .restoring 'a frane
worth twenty cents or: even five
cents and curbing the inflationary
brocesses is so great: that it would
cost the political life of ‘any in-
dividual or party that.proposed
sut;h sound and constructive rem—
edies which are necessary to re-
store . the . economic | health of
France. In ' Austria where one
American dollar will buy a billion
units“of the currency the people
and the politicians are finally dis-
illusioned - with ' their powers to
manage ‘and control the value of
paper money. The destruction of
all creditor wealth in Austria is
now about complete and no doubt
a . new currency ‘will soon be
established. This is no new ex-.
perience in the world. ' But' it is
certainly a 'damning indictment
of economic '‘education and state-
manship, :

. In the well managed little coun~
tries of . Finland, Holland, Den-
mark, Belgium, Norway, Sweden
and Switzerland.a better under-
standing ‘of the value of the cur-:
rency exists or there is. more in-
telligent  statesmanship 'than  in
most countries. These small coun-
tries have taken steps to return
- (Conutinued on page 240)

SCHENLEY DISTILLERS .CORPORATION
NOTE—F'rom timeto time, in this space,
| there will appear an advertisement which
we hope will be of interest to our fellow
Americans.This is number 133 of a series.

. SCHENLEY DISTILLERS CORP, .

- USO...1947

By MARK MERIT

;. Today’s Schenley. column-of-type .
i a bit reminiscent of the late war-
time, when we, like many other
.American industrials, at times
devoted our. space in newspapers
to the furtherance of movements
assisting the war effort. )
“General Eisenhower and Admiral
Nimitz have requested ‘USO serv-
iceg in 1947 for. the more than
1,500,000 men who will be in our
armed forces as hospitalized veter-
ans, troops in training or in occu-
pation forces,” - b

This is the message that is being
broadcast by USO Fund Raising
Committee, which is planning s
| campaign to raise money this fall,
The committee wants to have
assurance. from' business 'leadcrs
that they believe the USO still has
ajobtodo, and deserves continued
. public support. } e

Well, we talked to a lot: of oux
Schenley men and women, ‘wha
went into the service during the
‘war, and who are now back at their,
jobs here. Certainly they are for,
the continuation of USQO services
to those lads and lassies who are
still in the service, in hospitals and
in training. That’s the answer—
and that’s all we need to know, as
a further inducement for us. to
pledge our support.

FREE —Send a postcard to MARK MERIT
OF ' SCHENLEY . DISTILLERS - CORP.,
Dept. 184,850 Fifth 'Avenue, N. Y, -1,
N. Y., and you will receive a 96-pace book

‘| containing reprints of earlier articles on..

various subjects.
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Tradmg Market

Central Electric
& Gas Common

—

C 1. Schmldt&Co.,
- Established 1922 &)
120 South La Salle Street
i - CHICAGO (3

Tel. Randolph 6960

Tele. CG 271

Il ~ Dealer-Broker Investment‘
Recommendatwns and Literature .

It is undorstood that the firms mentioned will be pleased
o send interested parties the following literature:

i

Adams ' Journal—Current ' issue
of ‘brochure containing news on
interesting  situations—Adams &
Co:;, 231 South La Salle Street,
Chlcago 4, 111,

Alrlme Earnings — Study - of

CARTER H. CORBREY &CO.

Member, National Association
W o Securities Dealers '

Wholesale Distributors
Middlo West — Pacific Coast

For .

UNDERWRITERS

SECONDARY MARKET
: DISTRIBUTION

' cmcmo, 3 10s ANGELES 14
' 135LaSalleSt.” ©© 650 S Spring St.
State 6502 CG 9_9 Tl Mtcl;if::zl}’ gm

Utilities Corp.

: Tho Chlcago Corp. :
' The-Muter-Co.
Circular on Request

HICKS & PRICE

~Members Principal Stock Exchangel
Chicago. Board of Trade
231 So, LA SALLE ST., CHICAGO 4
Randolph 5686——CG 972
! New York Office’ » '1 Wall St.

RS i 7| Manufacturing Co.;
Consolidated Gas . .

earnings - and operatmg costs—
John H. Lewis & 'Co, 14 Wall
Street New York 5, N. Y

rent situation—Hirsch & Co,, 25
Broad Street, New York 4, YN Y.

Financial News Digest—Sum-
mary of  several ' situations—H.
Hentz & Co., 60 Beaver Street
New York 4, N Y

index for the second quarter of
1946 of < Research Reports, pre-
pared by H. Hentz & Co‘.

Geared to the News——-Brochure
‘of comment and review. contain-
ing brief analyses of Philip Carey

The Upson Company, Lawrence
Portland Cement Co.; The Parker

Corp.; Armstrong Rubber Co.;
Ohio Leather Co.; American Fur-
niture -Co.; Punta, Alegre. Sugar
Corp,;
America; Latrobe Electric. Steel
Co.; Ray-0-Vac Company; Fort
Pitt  Bridge Works: and  Welch

Broadway, New York 4, N, Y:

Graphic Stocks—July issue con-
taining over 900 charts of stocks
listed on the New York Stock and
Curb Exchanges—F. W. Stephens,

’Well:-Gardnex;« & Co., Com.

*Camden Forge Co., Common
- Snap-On’ Tools Corp., Com,
'Proapsctua Avuilablc on Request

Paul H.Davis &@o

... Established 1916
Mlmbern Principal Stock Exch
... Chicago Board of Trade

- 10 So. La Salle St., Chicago 3 '

Tel. Franklin 8622 . . Teletype CG 405
' Indianapolis, Ind. " = - Rockford 1L
; .+ Cleveland, Ohijo, .

:'Wooda,ll lndustriee, Inc., Pfd.

N. Y,

Copper Stocks——Study of cur- |-

Also avaﬂable isan alphabetlcal L

Sargent & Co.:!

Appliance Co.; Pettibone Mulliken’
Haytian Corporation of |/

Grape Juice Co.—Stratss Bros., 32/

15 Wllham Street, New York. 5,/

“House : Co.ors”——Booklet re-
viewing financing performed in
recent years—Van 'Alstyne, Noel
& Co\, 52 Wall Street; New: Ymk 5,

Low Priced Sltuamons——Specxa
reports for dealers on'several situ-
ations attractive for retail dlstm-
bution—Amos* Treat - & Co.,
Wall Street, New York 5, N, Y.

Metals  1946—Brochure on’ the
metal industry in general, which
also 'contains analytical ‘material]
on several [leading companies: in
the field—Merrill Lynch, Pierce,
Fenner & Beane, 70 Pine Street
New York 5 N.Y. :

New York. Clty Banks—Com- |
parison and ‘analysis for second
quarter of 1946 on 19 New York
City. -banks—Laird, ~Bissell = &|B;
Meeds, 120 Broadway, New York
5N, Y

Rails Now in Buying Range—

Tabulation of earnings based on|N, Y.
recent interim rise in freight rates| °

ot nted by ICC—Eisele & King,|

Libaire, Stout & Co., 50 Broad-

way, New York 4 N, Y.

on the situation in five leading

industries and list of portfolio of |
the different series—National: Se-|"
‘curities. & Research -Corporation,|

120 Broadway, New York 5, N, Y.
Special Suggestione — Three
stocks—a ‘growth dividend payer;

a sound appreclatlon issue; and a
more speeulatwe % lssue——mforma-

i tion- on request—Blaw T Clay~

H M Byllesby

Telephone State 8711 -~
New York ~ Philadelphia '

k -—We Mali:ttajn Aetive Mm;ket;s fn—
DEEP ROCK OIL- CORP Common
CHICAGO SO. SHORE & SO. BEND RR. Common
REEVES-ELY LABORATORIES Conv. Preference

-Incorporated ‘..

135 So. La. Saue Street, Chicago 3 -

and Company

Teletype CG273
3 Plttsbuljgh_ * “Minneapolis

A A

FINANCIAL

ADVERTISING

In All Its Branches

i Plans Prepared—-Conference lnwted

Albert Frank Guenther Law

Incorporated

7131 Cedar Street. New York 6, N.¥.

i Telephone COrtlandt 7-5060

Boston: Chicago Philadelphia San F

B L i

‘A discussion of this' fompaniv,

208 SOUTH LA SALLE ST,
CHICAGO 4, ILLINOIS
Telephone Randolph 4068
Direct Private Wire to New York
' Bell System CG 537 -

RS SINCE 1908—
an »W FAIRMAN 0. L

§ Chicago Stock Exchange
Chicdgo Board of Trade

National Gas & Electric

" Corporation Common Stock
3 Write: For N-1,

| Descriptive

baugh & Co., 52 Wall Street New |

York 5, N;

American Glass Co.—Analytical

brochure 'indicating ‘speculative [N. Y
Coiis

possibilities — Kneeland = &
Board « of Trade Building, Chi-
cago 4, Il

American Ins'u!ator, Corp of
Delaware — Statistical study —

.Peter Barken, 32 Broadway, New

York 4, N. Y

Arundel - Corporation — Special
analytical. report—Walston, Hoff-
man & Goodwin, 265 Montgomery
Street, San Francxsco 4, Calif,

Also available are special re-
ports -on: Detroit -Steel  Products
Company,: General Electric. Com-

| any, Koehring Company, Stand-

ard. Oi} of ' California_and Victor
z..qmpment ‘Company,

Aspinook Corporation—Circular
—Ward & Co, 120 Broadway
New York, 5; N.. Y.

Also avaxlabie are memoranda
on. W. L. Douglas Shoe Co.; Gen-
{’eral Tin; Hartford Empire; Lanova
Corp.; ‘Mohawk -~ Rubber; . New
Jersey Worsted; Oil® Exploration;
and Taylor Wharton Iron & Steel;

Barcalo; Ilaloid,

Cehadian Western  Lumber Co.
—Circular-——Maher & Hulsebosch,
62 William -~ Street, New York 5,

Consolldated Gas Utilities and
The Chicago Corp.—Circulars—
Hicks & Price; 231 South La Salle

’ | Street, Chicago, 4, Il
Selected Group Serles-—Booklet

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.

Dwight. Manufacturing. Co, —
analysis—du -
Homsey - Co., -
BOSton 9, Mass

" Electric Boat Comnany——Detall-
ed discussion of interesting issue
~—Arnhold and ‘S, Bleichroeder,

{Inc;, 30 Broad Street New: York
14, N.Y.:

Empire District Electric—Mem-

¢ orandum—Buckley Brothers, 1420

Walnut' St., Philadelphia 2, Pa.

Also available are memoranda
on Eastefrn: Corporation and West-
ern Light & Telephone. :

Grinnell - Corporation — Memo-
randum indicating interesting out-
look—F, J. Young & Co., Inc,
52 Wall Street, New York 5,N. Y,

Tradmg Markets

Teleyhone Dearborn 1421 °

MARYLAND CASUALTY
"MUNISING PAPER

Common Stocks
--———-ﬁ—-

SILLS MINTON & COMPANY

. INCORPORATED.
Members Chicago Stock Exchange

209 SO, LA SALLE ST., CHICAG;_O 4, TLL.

. Direct Private Wire to J. G WHXTE & CO., New York

Teletype CG 884

! — TRADING MARKETS —
*MacWhyte Co.
a‘Glol’ae‘Union Inc. -
The Oilgear Co.

‘Prospectus Available

WllhamA Fuller&Co.

iMembers of Chicago Stock Fxchange -
209 S. LaSalle Streef - Chicago 4

1" Tel, Dearborn 9200  Tele, CG 146

ont .
31 Muk Si'eet ‘

' Thursday, July 11, 1946

Haloid ' Company — Study  of'
manufacturer of photographic and
photocopying - products—Ward : &
Co., 120 Broadway, New:York 5,

Hammond Instrument { o NETe
Analysis—Caswell - & Co., 120
: ?otilltlh La Salle Street, Chlcago

Marchant Calculating Machine_f
Company. — Detailed - report; —
Kaiser & Co., Russ Building, San'
Francisco 4, Cahf

Midland Utilities Company and"
Midland ™~ Realization. Company—
Analysis—Ira Haupt & Co., 111
Broadway, New York 6, N. Y. ’

Miller  Manufacturing. ' Co.—.
Study of company and wholly,
owned subsidiaries—for = dealerg
only—Comstock & Co.,-231 South
La Salle Street, Chicago4 0.

Millirons—Special report-—Max-;-
well, ‘Marshall & Co., 647 South
Sprmg Street, Los Angeles 14
Calif.

National -By-Products,  Inc.—
Memorandum on . leading pros
ducer of inedible grease;, protein
feeds and hides—Graefe and Com=
nany, Rouitable Building, -Deg
Moines 9,-gwa.

National Gas & Electric Corp, -
—Late memorandum on a stock
offering combination of improving
utility income, together with ex-
cellent - speculative. ~possibilities
from. 0il developments—Fred W,
Fairman & Co., 208 South La Salle

Street, Chlcago 4, Iil.

Naztional Power & Light Co. and
~Subsidiaries — Descriptive - cira
cular—Abraham & Co., 120 Broad=
way, New: York 5, N. Y, .

‘National Terminals Corporation
— Circular — Adams & Co., 231
Sguth La Salle Street Chlcago 4,
I . i 15

New . Bedford Rayon——ercular
on attractive situation—F. H. Kol=»
ler & Co., Inc.,, 111.Broadway,
New York 6, N. Y.

Also. available is a circular on
Delaware Rayon,

New England Lime Company-—
Descriptive cireular—Dayton
Haigney & Co., 75 Federal Street,
Boston 10, Mass.

Northwest Leather—Analysis, —
Raymond & Co;, 148 State. Street,
Boston 9, Mass. - Also available are
analyses on Sterling Motors, Buda,
Pollak, 5

Panama Coca Cola—Circular on
interesting - possibilities — Hoit,
Rose & Troster,. '14 Trinity. Place,
New York 6, N. ¥

Fred B, Prophet Company_De.
tailed ‘memorandum-—De Young;
Larson . & Tornga, Grand' Rapids
National Bank Building, Grandv
| Rapids 2; Mich.

Purolator Products, Inc, — An-
alysis —J. F. Reilly & Co., 40 .
Exchange Place,  New York 5,

il 4
. Also. available : is the current
issue of Highlights of Wall Sireet,

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 Centrnl5890

Recent'Anal}sec on Requect :

Merchants Distilling (:orp

Common Stock

Standard Silica Corp. .

Common Stock

FAROLL & COMPANY

Member 'New 'York Stock Exchangeé
and other Principal Exchanges

. %08 :So. La Salle St.,

CHICAGO 4
Phone Andover 1430 ‘Tele,

cG 156

' fBoard of Trade Bldg., Chicago 4

NEW YORK
MARKETS
© i for the '
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|STRAUSS BROS.
Members- New York Security Dealers ‘Ass’n
Members . Illinois « Securities. . Dealers Ass'n

Telephone: Harrison 2075
Teletype CG 129 .
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discussing several mterestmg 51t-
uatlons s

Ralston Steel Car Co.—-Circular
©on interesting: situation: with fa-
vorable  long-term ‘outlook—Ler-
ner & Co,, 10 Post Office Square
Boston 9 MaSS 2
i St Louls Publlc Service "A”
Detailed  memorandum - . First
Securities Company - of  Chicago.
134 South’ La Salle Street Chlc-

ago 3, 1L

“Also available is a memoran—
.dum on Standard Milling Co._.

¥ Schenley Distillers Comoratlot
.—Brochure of articles they. have
Jbeen running in the Chronicle—
‘write to Mark ‘Merii, in care. of
.Schenley Distillers . Corporation
350 Fifth Avenue, New York 1

v—'u'

Sheller Manufacturing Corp. —

:iecent report—Mercier, McDowell |°

‘& Dolphyn, . Buhl Buxldmg, De-
trmt 26, Mich, .

Tennessee Products—D.escriptive
Clrcular~Sehgmaa, Lubekin &
§o A1 Broad Street, New York 4,

Y

“Also detailed circulars on Well-
man Engineering Co.; Shatterproof
‘Glass; Temple Coal

'I‘itle Guaranteé ‘& Trust Co.—
Supplemental report covering lat-
"est earnings and condition—New
-York Hanseatic¢' Corporation, 120
‘Broadway; New York 5, N.'Y.:

. .Wellman Engineering- Company
~—Special analysis—=Seligman, Lu-/
betkin & Co., Inc., 41 Broad
Street, New York 5, N. Y

‘Hugh Moore Returns -
'}To‘%Slifel‘, Nicolaus

CHICAGO, 'ILL. — Hugh D.
Moore- has . returned - fo . Stifel, |
Nicolaus ' & Co., Inc., 105 West:
Adams Street, after a. 3% year|
leave of absence during which he
served in the War Department, In'
recognition - of his 'services Mr.
Moore was awarded the War De-
partment’s Commendation for
Merltorlous Clvxhan Servxce

‘A, Putnam Alquires Phlla.
'Exchange Membership

PHILADELPHIA, PA.—-—'Alfredm Lo

Putnam, partner in Auchincloss,

‘Parker ‘& Redpath, members of |

‘the ‘New ' York Stock  Exchange,
and ' other leading: natlpnal ex- 1.
changes, has become a member of
the Philadelphia ‘Stock Exchange.
‘Mr, Putnam makes his headquar-:
‘ters at the firm’s offlce at ' 1421

‘Chestnut Street.
x -——-——-——-—‘——-———-—-—-——
With Conrad, Bruce

(8pecial to THE E'mmcm. CHRONICLE)

PORTLAND ORE.—C. Gordon

Childs, Harold: Johnson, Harold F.i}
Smlther, Ralph ‘A..Smith and J. |

David ' Zilka' are now. connected
with Conrad, Bruce & Co 316
'S, W, sixth Avenue -

,Wamer-Morgan Wire Serv.‘ :

J. Arthur Warner & Co.; Inc,;
120 Broadway,: New York City,
-announces the installation of g di-
-rect ‘private . line -to Morgan &,
{Company; 634 South Spring Street,
<Los Angeles, Callf

] tlon, it was said.

lllmms Brevmes

A purchase program calling for an outlay of almost $50,000,000

has been undertaken by the Tuckg
huge: government-owned  Dodge

r Corp., which recently leased- the

hicago 'plant. . Some" $20,000,000

of this will be for an estimated 20,000 machine tools and other items;
of equipment: with which’the I_Dodge vaxslon of Chrys‘er Corp built |.

aviation engines in the war.

Payment of the $20,000,000 will be &—
spread over a period of years, and
Preston Tucker and his associates|
will ‘have to spend only $400,000!
for additional tools, ‘dies and Fix-
tures' necessary ‘to--begin produc—

Terms of: _the lease mcluded
rental ‘of ~$600,000 for 'the first:
year, $800,000 for the second,.-and

$2,400,000 for_ each  of the three|"

succeeding years, with option: to;
purchase the real estate for $30,-:
000,000, The " first- year’s rental
will be paid in full within 80 days
an associate indicated. -

With the . $180,000, 000 plant ‘
. and. equipment. at its disposal, |
the Tucker firm "expects  ex- |
penditures of $13,000.000 to $14,~ |
000,000 will carry it into pro-
_duction, ' . An  official -of ~the
.company  said ' this sum - has
beén ' assured . in: private sub-=

seripdion, ' .

Conrado’ Bemtez, President’ of
Benitez & 'Coj, and of the Manila
Buxldmg & Loan -Association, was
in Chicago as‘a semi-official buy-
ing representative for the Philip-
pine Republic last week. 'He said.
Philippine - business' men . -and
purchasmg ‘delegatesvwere - find-
ing it very difficult to obtain “des-
perately needed” goods

A decrease in total dep051ts of
Chicago banks- since the first of
the year was traceable in part-to
the continuing government policy
of reducing:tlre public. debt, bank+
ing officials pointed out as the

June 29° statements were re+j|’ *

' leased. |

Total deposits of national banks;
decreased- from.. $6,796,194,000- to;
$5,934,571,000, while’ the dep051ts
of. state banks were reduced from;
$1,738,133,000 . to. $1,682,903,000.
Holdmgs of government secuntles
in natlonal banks receded from

Trading Markets -
Abitibi P. & P. Co. Com. & Pfd.
Brown Co. Com. & Pfd.
- Cinema Television
" Fresnillo Co.
Gaumont British Pictures ..
Minn, & Ontario Paper, Com, |
. Oroville Dredging ... |
Rhodesian Anglo Amencan :
. Rhodesia. Broken Hills -
Rhodesian Selection Trust
* San Francisco. Mines: (Mexico).
_ Scophony, Ltd.
- Steep Rock Iron Mines
Vicana Sugar Co.'6755
: Vicana Sugar, Co.; Common
' —*-- =)

ZIPPIN & COMPANY

- Specialists in Fonugn Sccuntlu
208 S. La Salle Street -
Chicago 4, Illineis. <

$4,188,952,000  to $3,495, 603 000,

‘and7in state banks from $1, 030-

932,000 : to . ' $957,998 ,000. Both
showed a moderate mcrease in
loans and’ discounts ‘and . ‘savings
deposits, while cash resources ‘in’
st=t~ banks rose slightly against a/
dechne in natxonal banks

Return of - the Chicago, Rock
Island. & Pacific- Railway Co. to
_its' original owners, should the! |

Mabhaftie bill. become law, was a

possibility last week after Fed-
.eral “Judge Michael L,  Igoe
failed to confirm a plan for re-

organization, ' Judge Igoe sent
the plan, which he had earlier
approved, back: to. the Interstate

Commerce Commission for con-
sideration . of proposals. which
would. give junior security hold-.

ers a larger return,- !

The Illinois Commerce Com-
mission was . denied an injunc-
tion to restrain the Chicago Rapid
Transit Co  from charging more
than 10 cents for basic.farces; and
Chicago’s transit unification proc-
ess-‘became-even more snarled as
traction officials .threaded ' their
way through a ‘maze of legal com-
plications.

The elevated lmes company had
been served with notice by the!
Commission that they.. were. to|
cease .charging a 12-cent tempo-|*
rary basic rate, but had defied the:
order. ‘Judge Michael Feinberg, -

Commission’s  only functlon was
to deterniine “a.“just and reason:
able rate,” This had not been ac
comphshed 'hé said.” ™

Setting of a date for transfer
“of the Surface Lines property
and hearings on confirmation of
the Rapid Transit purchase plan
- ‘'were contix:ued until Aug. 23,
v Xy g * =

-“The ' First" National Bank' of
Chicago and the Continental Illin-
ois National Bank & Trust Co. of
Chieago - raised  their borrowing
rates to government bond dealers,
They inaugurated a flat 7% % rate
on: borrowings by government is-

| sue - dealers on ‘certificates . and

bonds. Originally, the rate was

134%: on bonds and 15 % on certif-

icates.
* LR

- Negotiations - for ' sale ' of ' the|

| Boston Store to a group headed by
| Edgar L. Schnadig, Chicago mer-:

‘chandiser; neared completion last;

{'week. The exdct price of the Loop

department: store; now- owned by
the Netcher estate, has' not been
(S)?)B but will approxlmate $9,000,-
'\»However, between - $11, 000 000
and- $12,000,000 'will be raised for
the transaction. 'The excess funds
will be used for working capital
and a modernization program.

. Included in the financing will
_be bank loans and/or preferred
stock financing of about $1,500,-
=000, 2 loan of .about $5,090,000
from insurance firms; and the
publie- sale of some 400,000
shares -of common ' stock. Mr,
-Schnadig, who is. chairman of
order,
Alden’ s, Inc., will also become
Presxdent of the Boston Store,

denying’.the .injunction, said the

recapitalization proposal

Railr
: Munl

-~ BOSTON =
OMAHA

NEW YORK. -
IND.

ONDS

Publzc Utzlzty
Industnal

A_.;_C.AI.ZDYN AND COMPANY

Incorpornted
CHICAGO

. -PHILADELPH!A" :

oad
c;pal

r

< pmwwi(lcr: MINNEAPOLIS
IANAPOLIS KANSAS CITY

Z Il “HILTON

135 SOUTB LA-

Tolephone. Dearborn 6161

'AMERICAN BOX BOARD

.~ FERRY CAP & SET SCREW

. *GLENMORE, DISTILLERIES
PORTLAND ELECTRIC POWER 69 PFD.

=LProspectus avazlable upon request.

DOYLE O'CONNOR & CO

. INCORPORATED'

CHICAGO 3. lLLlNOlS

HOTELS:

SALLE STREET -

Teletype: CG 1200

Randolph 4696 'CG 451

.Judge Michael Feinberg,{’

Peabody Coal Co thhdrew its|
. after|.

some - half-dozen class A stock-
Holders, ' whose . holdings’ in that’
- class. amounted to .about $51,000,
held up approval of the plan. The
stock was the 6% non-cumulative
participating * class A; of which
5,000 shares: are authorized and
only 119 outstanding.

- These stockholders combined to-
defeat down the plan, ‘which pre—
viously had been approved by at
least two-thirds-of the company’s
estimated. $25,000,000 in other ‘se-"
curities. . The ‘nearly-liquidated
class was believed. to -have been
originally issued in exchange for
property, and any transfers hava‘
been on'a private basis.

TRADIN G’ MARKET

Glenmore Dlstlllerles Co.
: COMIVION

KITCHEN & CO.
135 South La Salle Street
Chicago 3, Ill.

Tel. STAte 4950 Tele, CG. 28

NATIONAL TERMINALS
CORPORATION

‘\ Preferred
and Common Stocks'

¢ .. Circular on Request. .-

ADAMS & CO.
231 SOUTH LA SALLE STREET - °
CHICAGO 4, ILLINOIS

TELETYPE CG 361  PHONE STATE 0101

Aeronca Aircraft COrp; ‘,
Howard Industries, Inc.
*Hydraulic Press Mfg. Co.
Kropp Forge Co.
*Milier ' Manufacturing Co.
Nutrme Candy Company

Puget Sound Power *
"& Light Co. '

: Superior Tool & Die Co.
Trailmobile Company

*Detailed Analysis Available
Upon . Request

CoMsToCK & Co. |
' CHICAGO 4 ;

231 So. La Salle St. = Dearborn 1501 :
3 Teletype CG 855 4

JOHN J. O’BRIEN
& Co. '

S Membera ;
New York Stock Exchann
New York Curb (Associate) -
New York Coffee & Sugar Ezch., Inc,
Chicago. Stock- Ezchange
Chicago Board of Trade

209 S. La Salle Street -
CHICAGO 4 =

' Bought—-—SolJ——Quoted
*Ft. Wayne Corrugated
. Paper Com. . .

*Jessop Steel '
Common | & Preferred

*Meyercord Common
‘Prospectus on- Request

E: H: Rollins & Sons

Incorporated
135 South La Salle Street

- CHICAGO 3 -
% Central 1540

Sl

CG 530
Direct wires ta our ‘offices in
. principal financial centers:

Chlcago North Shore &
‘Milwaukee R.R.

‘1st 5s-36
Ref. 514s-56
Ref, 6s-55
Central Pub. Utility Corp.
Inc. 514s-52

X

208 S; Ls Salle Street .

!CHICAGO 4.

_ Tel. State 9868 CG 85

Brailsford & Co. |

~ Gireiss Fleger Com.
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 $t., Chicago 8, Il
Tel. ANDover 5700 = Tele, CG §50-651

Macfadden Pubhcatloha
Clsholt Machme ;

All Wlsconsm Issues

OLI.EY DAYTON & CERNON

Memher-—Chioago Stock Exchange
105 So. La Salle St., Chicago'3, 1L
CG 262 Central 0780 ‘

Offices in Wisconsin-
Eay Claire - Fond du Lac - La Crosse !
Madison = Wausau .
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Hotel Waldorf-Astoria :Comlﬁt).n .Stocl;:: ;

While most prudent investors

1

Real Estate Securities
Real Estate Securities |

are in'search of stocks which will

reflect the expansion in our economy over: the next several years,
they are wont to overlook the possibilities existing in sound hotel

equities.

“Since the factor of competition in the hotel business is, today,
practically non-existent, and will ‘be, for many months to come, the

common stock of the Hotel Wal-@

dorf-Astoria, one of New York’s
leading hostelries, offers.an excel-
lent' medium- for investment and
capital - appreciation.  The' hotel,
erected in 1931, is located at Park
Avenue and 50th Street, and serves
a high-class clientele of both' a

REAL ESTATE
 SECURITIES

*

. *

BOUGHT
SOLD
QUOTED
Lk

* ok

 SHASKAN & CO.

Members New York Stock Exchange
Members New York Curb Exchange

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

Chanin Bldg. 2/45

_ Chanin Bldg. 1/45
500 Fifth Ave. 4-6 > /49
51 East 42nd St. 3/56

2 Park Ave. 3/46

L. J. GOLDWATER & CD.

- Members New York Security Dealers Assn.
39 Broadway
New York 6, N. Y.
HAnover 2-8970 Teletype NY 1-1203

transient and permanent nature,
and is the gathering place for a
large number of conventions, so-
cial affairs and banquets.. The
building - contains . 1,900 - guest
rooms in addition to the banquet
halls, public rooms and first and
second floor retail stores and of-
fices. = The land on which the
hotel stands is' under lease from
the :New:. York State Realty and
Terminal Company (a subsidiary
of the New York Central Railroad
Company) until Nov. 30, 1956,
with provision for renewal. The
annual rent payable is based on
net earnings and gross revenues.
The capitalization of the cor-
poration consists of the following:

5% sinking fund debs._-... *$9,069,000
Capital stk. ($1 par value) 366,380 shs.

*Giving effect to retirement of $1,916,000
par amount since Dec. 31, 1944,

Since most stocks are purchased
on the basis of earnings, it might
be ‘well to dwell for a while on
what has taken place over the past
three years. In the year ended
Dec. 31, 1944, net income was
$502,032, or '$1.37 per share, and

for 1945, $526,010, or $1.43 per

share; however, for the first three
months of 1946, net income was at
the rate of $884,000 per annum, or
$2.41 per share, an increase of
nearly 70% over 1945,

- In the same period of time, from
Dec. 31, 1944 to March 31, 1946,
the deficit of the hotel has been
cut from $2,514,804 to $1,359,898, a
reduction of nearly 50%. There-
fore, it may be reasonable to ex-
pect that before another two years
are past, the common stock may
be placed on a dividend-paying
basis. )

At the current price of $15 per
share, ‘Waldorf-Astoria common
stock is being offered at approxi-
mately six times earnings in con-
tradistinction to other equities
which are selling at from 10 to 15
times earnings,

Nat'l Alfalfa Offering
Expected in Near Future

The © financial - community is

4 | looking forward with-interest to
the proposed offering of preferred

and ~common_stock = of National
‘Alfalfa 'Dehydrating and Milling
Co. which, it is believed, will be
the first time the securities of
such a company have been offered
to the general public.

The company, the largest pro-

ducer in its field in the United
States, was organized under Dela-
ware laws on May 4 of this year
by:a: purchase group managed by
Stone & Webster Securities Corp.
and by Bosworth, Chanute, Lough-
ridge & Co., of Denver, It was
established primarily for the pur-
pose of manufacturing, storing,
selling and dealing in alfalfa meal,
a basic ingredient providing many
essential. . nutritive elements in
mixed feeds for poultry and live-
stock. The new company. started
out by acquiring the assets and
businesses” of the Denver Alfalfa
Milling and 'Products Co.. division
of Ralston Purina Co. and the
Pecos Valley Alfalfa Mill Co.
Through these -acquisitions, the
company now owns and oper-
ates 34 mills in 12 states which re-
ported combined net sales for
1943, 1944 and 1945 in excess of
$6,800,000, $9,900,000 and $11,800,~
000, respectively.
The stock to be offered to the
public, which is now_ owned by
members of the purchase group
which organized the company,
consists of 28,960 shares of 414 %
cumulative preferred stock (par
$100), with non-detachable war-
rants to buy common stock, and
250,000 shares of common stock.
Altogether, the new company has
outstanding 30,000 shares of 4% %
preferred and 643,000 shares of
common, the balance of which will
be retained by members of the
purchase group.

Whitaker With Fairman -

(Special to. THE FINANCIAL CHRONICLE) .;

LOS ANGELES, CALIF.— Je-
rome A, Whitaker has joined the
staff of Fairman & Co., 210 West
Seventh Street, members of the
Los Angeles Stock Exchange. In
the past he was with Quincy Cass
Associates and Bankamerica Com-
pany. 5

Felix Bowden in Denver

(Special to THE FINANCIAL CHRONICLE)

DENVER, COLO.—TFelix H.

ties business from offices at 1045
Lincoln Street. In the past he was
with J. B. Henri & Co. and Crosby

& Co.

F ;rm Trading Mg(kgts: :
|l California & New York
 Real Estate Issues

i

J. S. Strauss & Co.

155 Montgomery St., San Francisco 4
Tele. SF 61 & 62 EXbrook 8515

Seligman,

Hilton Hotels Corporation

Common  Stock

Commodore Hotel, Inc.

Common Stock

Waldorf-Astoria Hotel

Common Stock

Lubetki

LMt YIncorporated v
Members New York Security Dealérs Association
41 Broad Street, New York

n & Co.

4 HAnover 2-2100

Real Estate Securities
Prince & Lafayette Streets
. Bs '52—New York !
Lott Hotels, Inc,—Chicago
" Wacker-Wells Bldg.

Roosevelt Hotel, Common
St. Louis

Myles Standish Co. Boston

'VALIQUET & Co.’
135 So. La Salle S, - <
CHICAGO
CG-81 "~ - Central 4402

Prospectus

150 Broadway

Tel. BArclay 7-4880

Hilton Hotels Corporation

Common Stock

- 'AMOTT;BAKER &.CO!

Incorporated

on request

New York 7, N, Y.
Teletype NY 1-588

N g = At s be . i

Bowden is engaging in the securi-|

Thursday, July 11, 1946

Sees British Loan Vitalto
~ World Fund and Bank

. Eugene Meyer, President of International Bank for Reconstruction,
says British economic restoration is essential to expanding world -
trade and stability. Cites adverse effect on our commodity markets
after Congress abolished War Finance Corporation. in 1920 as what

+ . may happen because of impairment of international trade due to

instability of foreign currencies.

Eugene Meyer, President of the International Bank for Recon-
struction and Development, when asked for comment on the proposed

British loan,

stated on July
10: )

“I testified
as an - inter-
ested Ameri-
can in favor
of the loan be-
forethe House
Committee
previous to
my election to
the bank.Now' .
I' speak. from
the interna-
tional point of

view.

“The British
loan is a vital
part of a greater plan in which
the Monetary Fund, the Bank and
other organizations also were to
play their parts. The loan is neces-
sary if-Great Britain is promptly
to be restored to function as an
economic base for expanding

Eugene Meyer

-world trade and economic stabil-

ity.
“No nation has a greater inter-
est in world stability than the
U. S. A. No nation can contribute

so much because no nation is so
strong.  But no nation can live
alone in this new world of ever
greater' speed of communication
and transportation.

“In '1920 the operation of the
War Finance  Corporation, of
which I was the Managing Direc:
tor, was suspended by the then
Secretary ‘of “the Treasury just
when " its ‘export credit powers
were about ‘to. be most needed.
Within a year cotton dropped
from 38 cents a pound to 8 cents

§ | —cattle, sheep, hogs, corn, tobacco

and other commodities followed.
Under mandate from Congress in
1921, it resumed activities and a
prompt recovery in the price level
followed. :

“The worst part of the great de-
pression of 1931-32 followed the
impairment of international trade
due to instability of foreign cur-,
rencies. : .

“The British loan is a necessary
part of the plans to win the kind
of peace for which we fought and
won the war at such tremendous
cost and sacrifice,” ;

Unlike the weather hereabouts
in recent weeks, the municipal
bond “market has been: consider=
ably short of a “ball of fire,” par-
ticularly as regards the material
whitting down of past acquisi-
tions.  This is by no means a
phenomenon, of course, being the
usual product of a market whose
chief characteristic is investor
apathy. True enough, there have
been a goodly quota of fast-mov-
ing deals in recent weeks, . How-
ever, gnice the gura of “neWness”
wears' off’in'a ‘given instarice,
dealers find it increasingly diffi-
cult to dispose of unsold balances.

Despite this situation, the '
price 'level remains firm and
competition for new business is
quite strong. Perhaps much of
the ‘lack of animation in the
tax-exempt field may be the re-
sult of the somewhat desultory
performance of the government
market recently. The latter is
travelling along -at a leisurely
gait, although the general trend
is toward slightly higher levels,

As for new business in sight,
particular interest attaches to to-
day’s (Thursday) scheduled award
by the Sacramento Municipal
Utility District, Calif., of $10,~
500,000 - electric - power  revenue
bonds, maturing serially ‘from
1950 to 1979 incl, This is due fto
the fact that the conditions of sale
place the operation in a category
vastly different from that usually
encountered in ' the tax-exempt
field, -0 : y

Thus,  while  the amount of
bonds. to be sold is only $10,500,-
000, bids must be made on a basis
which' will yield the issuing dis=-
trict a sum of $15,600,000. To pro-
vide such a vast premium, bid-
ders will be required to name an
interest rate wholly inconsistent
with * current - market - conditions
and the high investment quality
of the bonds in question. - ‘"

This" peculiarity 'stems from
the fact that while the bond is-
sue ‘authority of the' district .is
limited to $10,500,000 :(this was
fixed many years ago); the total

Municipal News and Notes

cost of the objective to be at-
‘tained is now $15,600,000. The
district - will -apply. this sum to
the cost of acquiring the: local:
facilities of the Pacific Gas &
Electric Co., and to pay for im-
mediately needed additions and
improvements,

The district will find it possible
to complete the highly unusual
transaction by virtue of the fict
that it is able to market;the bonds
at an interest rate up to:5%,:Aside
from being payable from revenues, -
incidentally, the bonds are.-also
backed by the district’s unlimited
taxing power, which further en-
hanceg their investment status. A
number of syndicates are expected
to compete for the loan, although
the possibility is not ruled out of
a taxpayers’ legal ‘attack onthe
method  employed in marketing
the issue: ;

Austin, Texas, Bond o
Issues Approved

Approval in effect of the entire
$18,173,000 .bond program of the
City of Austin, Texas, authorized
at an election held May 7, has
been obtained threugh a recent
opinion of the Attorney: General
of Texas, approving $336,000 fire
stations bonds,  and .by . concur-
rence of 'Wood, Hoffman, King
and Dawson, New York bond at-
torneys, in law questions involved
in the fire stations issue, accord-
ing to Trueman E. O’Quinn; City

| Attorney of Austin,

Fourteen tax bond propositions
were submitted at the May elec~
tion, and all issues were approved
by more than a majority -of the
voters.  The Austin charter con-
tains a provision requiring a two~
thirds’ = majority,  although the
state law empowers Texas “home
rule” cities such as Austin to issue
bonds on .a majority vote.  Only
four of the fourteen propositions
submitted in Austin received. a
two-thirds’ majority.. The incon-
sistency between the city charter
and the state law was resolved by
the Attorney General in favor of
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the state law, and a mmple ma-
Jjority was held to ‘be sufficient.
for the issuance of any of the
bonds :

. holdmg that the “majorityv
vote” rule of the state law pre-
. vails over a charter provision:
- requiring a two-thirds’ majori=
- ty, the Texas Attorney General
cleared the way: for Austin to
issue bonds under any of the
fourteen propositions voted at
the May election, Mr. 0’Quinn
. declared,

At the same time the fire sta-
tions bonds were submitted to the
Attorney General, the Austin legal
department presented a brief to
Wood, Hoffman, King and Daw-=
son ' in which it was concluded
that the majority rule prescribed
by the state law overruled the
charter, The New York bond at-
torneys were requested to rule on
the conflict between the charter
and the state law. The bond at-
torneys replied by telegram, “We
concur in your opinion that vote
required to authorize bonds of the
City of Austin is majority vote
of the property taxpaying voters
specified in Article 1175, Revised

Civil Statutes We would approve
bonds authorized by such a vote.”

The largest issue submitted was
$7,146,000: for public schools, and
an issue of $3,000,000 was sub-
mitted - for enlargement of :the
municipal hospital plant.' Public
buildings, exclusive of schools and
hospitals, were ~authorized - for
$1,176,000 in four issues. Also in-
cluded in the bonds were $770,000
for: the “city’s ‘electric plant- and
system, and $1,480,000 for exten-
signs to the water plant and sys-
tem. An issue of $1,250,000 was
voted for a low-watér dam in the
channel of the Colorado River to
be equipped with a hydro-electric
plant. Improvements to the sani-
tary sewerage system were auth-
orized for' $860,000. Street and
bridge - improvements, ' including
bonds for right-of-way purchases
in. connection with state highway
in Austin, were authorized in.two
issues totaling $1,673,000.

The Austin bond program is a
ten-year plan, the bonds to be
issued as needed and as the City
is able to finance the issues dur-~
ing this ten-year period, Mr.

0’Quinn pointed out.

Broker-Dealer Personnel Items

(Special to TrE Fxnmcm. CHRONICLE)

AKRON, OHIO—George S. Car-
ter is now with Saunders, Stiver
& Co., Second National Building.
He was formerly connected with
the Research Institute of America.

. {(Bpeclal to THE FINANCIAL CHRONICLE)

: CHARLOTTE, N, C.—Isom Teal
has been.added to the staff of
Southeastern Securities, Independ-
ence Building.

(Speclal to THE FINANCIAL CHRONIOLE)

CHICAGO, ILL. — Lawrence
Sandberg has rejoined the staff of
Norris' & Kenly, '209 "South 'La
Salle Street, after serving in the
U. S. Army.

(Special to THE FINANCIAL CHRONICLE)
CLEVELAND OHIO—Bert P.
Berardi is w1th Finley & Co.,
Union Commerce Building.

© (Speclal to THE FINANCIAL CHRONICLE)
CLEVELAND OHIO--Robert E.
Winkler has become associated
- with ‘Hawley, Shepard & Co.,
Union Commerce Building, after
serving in the armed forces.

(Special to THE FINANCIAL CHRONICLE)

‘ -DENVER, COLQO.—Richard L,
Moore and Wllliam B. Whisenant
are now affiliated with Brereton,
Rice & Co., Ine, First National
Bank: Bulldmg

{Special to THE FINANCIAL CHRONICLE)

DENVER, - COLO. — Norman
Davis has Joined the staff of Mer-
rill  Lynch, Pierce, Fenner &
Beane, First National Bank
Building, - after serving in -the
Army Air Forces for four and
one-half years.

(8Bpecial to THE FINANCIAL CHRONICLE)
~ FRESNO, CALIF.—Leonard E.
" Van Dussen has become connected
with: Raymond E, Hall & Sons,
Helm Building, H

v (Special to THE FINANCIAL CJRONICLE)

~ JACKSON, MICH.—Calvin' E,
Hones has been added to the staff
of H. H. Butterfield & Co., Jack-
son Clty Bank & Trust Co. Build-

; mg

(Speclnl to Tu mecm, cxmomm.x)

LOS ANGELES, CALIF.—Har-
old L, Logsdon and Robert 'S,
Walter are with Bingham, Walter

& Hurry, 621 South Spring Street.|

. "(Special- to THE: FINANCIAL - CHRONICLE)

.-LOS '  ANGELES,  CALIF.—
Thomas H. Critchlow has become
associated with Bogardus, Frost &
Banning, 618 South Sprmg Street

(Speclnl to' THE . FINANCIAL CHRONICLE)
LOS ANGELES, CALIF.—John
M., Woods, previously with Searl-

Merrick Company, is now affili-
ated with Cruttenden & Co., 634
South Spring Street.

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—Har-
old H. Hoge has joined the staff of
First California Company, 650
South Spring Street. In the past
he was with Searl-Merrick Com-
pany.

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—Her-
bert C. Hudgins ig with Maxwell,
Marshall & Coe., 647 South Spring
Street.

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—Rowe
Sanderson, Jr., is now connected
with Revel Miller & Co., 650 South
Spring Street.

(Speclal to THe FINANCIAL CHRONICLE)

LOs ANGELES CALIF. —Ar-
thur W. Hall and Henry J. Tenag-
lia are thh Slayton -& Co., Inc.

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—Ar-
thur B. Ganfield has become asso-
ciated with Wm. R. Staats Co., 640
South Spring Street. In the past
he was with. O’Melveny-Wagen-
seller & Durst.

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, CALIF.—Nor-
man E. Jackson is with Dean Wit-
ter & Co., 632 South Spring Street.
In the past he was with Bank-
america Company.

{Special to THE FINANCIAL CHRONICLE)

MARTINSVILLE, VA —William
H. Turner, Jr,, is now connected
with Scott, Horner & Mason, Inc.,
Law Building, Lynchburg, Va. .

(Special fo THE FINANCIAL CHRONICLE)

MIAMI, FLA.—Arthur J. Brown |.

has joined' the. staff of Bache &
Co., 96 N. E. Second .Avenue,

(Speclal to THE FINANCIAL CHRONICLE)
MIAMI, FLA.—Charles F. Ebert,
Jr., and John T, Ruffing are with
Cohu & Torrey, Alfred E. du Pont
Building.

(8pecial to THE FINANCIAL - CHRONICLE)
MI, FLA—Frank K. Es-
penhain is' now. affiliated @ with

Frank D. Newman & Co., Ingra- :

ham Bu1ldmg

(Speclal to THE FINANCIAL CHRONICLE)

-PALM ‘BEACH,  FLA ~Donald | -

W. McClurg has been added to the
staff. of Emerson Cook Company,
First National Bank Building:

our national economy, -

Federal Tax Revision Proposals

New York Trust Company publication, “The Index,” analyzes the
- proposals set forth by Association of American Railroads, Com-
mittee on Economic Development, the Postwar Tax Policy Plan, the
Twin-Cities Plan and the Ruml-Sonne Proposal.
-of revised tax structure (1) distribution of tax sources among tax-
ing agencies; (2) broadening of the tax basis; (3) encouragement -
of risk taking and employment and (4) provision for changes in

Sees as problems -

Many plans have been advanced ‘to modernize the Federal tax
structure and to cushion the impact of higher peacetime-taxes upon

the postwar national economy,®
For reasons of space restrictions,
this article will  limit considera-
tion to the following plans: “Some
Recommendations for a National
Postwar Fiscal Policy,” by The
Association of ‘American’ Rail-
roads; “A Postwar Federal Tax
Plan for High Employment, by
the Research ‘Committee - of the
Committee for Economic Devel-~
cpment; “A Tax Plan.for a Sol-
vent America,” by the Committee
on Postwar Tax Policy, headed
by Roswell Mag111 “Fiscal and
Monetary Policy,” by Beardsley
Ruml and H. Chr. Sonne, and the
“Twin Cities Plan — Postwar
Taxes,” by the Twin Cltles Re-
search Bureau.

Among major points considered
in these plans are balancing the
budget and paying off the na-
tional debt, Estimates of postwar
Federal expenditures are larger
than prewar outlays because of
the greater interest on the public
debt, increased military expenses,
benefits to war veterans; social
security and expanded govern=-
mental operations, The accom-
panying table indicates the size
of the postwar budget and its

*Abstracted from the summer
issue of “The Index,” published
by the New York Trust Company.

prmcxpal subd1v151ons as proposed
in the various tax plans:

Proponents of the plans do not
agree on revenue sources from
which these expenditures-are to
be ‘'made, ' Although an ‘income
tax is relicd upon to furnish most
of the money, opinions differas
to ‘whether the emphasis should
be placed on the individual or the
corporate income tax.

All would prevent double taxa-
tion of corporate income through
taxes now levied on the corpora-
tion, and also on stockholders who
receive its dividends.

Opinion seems to be nearly
unanimous that the excess-profits,
the capital-stock and declared-
value ‘excess-profits taxes should
be repealed. - Some: of the: plans,
however, have little to say about
death and gift taxes, perhaps for
the reason that they are chiefly
concerned with tax problems more
directly related to production and
employment. The desirability of
postwar’ general or special sales
taxes is another point of diver-
gence, as is the question of main-
taining existing special excises.

Existing legislation provides for
taxation' of gains from. transac-
tions in property at ordinary rates

| but " permits. deduction of losses |

from such dealings when incurred

in a trade or business or froml.

POSTWAR BUDGET ESTIMATES
(In billions of dolla.rs)

Debt

¥ -~ o
Association of American Railroads..._
Committee for Economic Development
Ruml and Sonne
Twin Cities
Committee on Postwar Tax Policy:

1. Lm\" get .

3. High Budget !
*Not including social security payment

Milita:

ry Interest Principal ,

3 9

.5 2
-6

]
2
6.5 3

and retirement of debt.

6
8
9.5

Pub. Wks.
Total . Veterans & Relief,  culture Fm-elgn ocher

those entered into for profit. Cap-
ital assets are divided into two
classes: those held:less than six
months and those held more than
six months. . For individual tax-
payers, the : entire. amount of

| short-term "gain or loss is recog-

nized, but long-term-gain or loss
only. to the extent of 50%: - For
corporations, the entire amount is
recognized although ' the corpora~
tion -has its choice of an alterna-
tive rate of 25% on any. excess
of net long-term gain over net
short-term: loss,

The tax on capital gains would
be retained in its existing- form
for the present under three of the
plans—those of ‘the Committee on
Postwar ' Tax :Policy; Committee
for Economic Development, and
Ruml and Sonne, The Railroads’
plan, suggesting that with captial

Josses being accorded equal treat-

ment ‘with capital  gains. the:tax

‘would ‘be non-productlve states
-that “if, in_view of our past ex=

perience it " is' concluded that
equality of treatment will create

a drain on: the Treasury, the 'only

sensible thmg to do is to eliminate
capital gains-and losses from the
concept of income entirely.” The
Twin - Cities. . plan . recommends
changing the definition of capital
assets to exclude all held for less
than six months. For individuals,
50% of the gain or loss'would be
recognized, with gains taxed either
at ordinary rates or an'optional
effective rate of 12% % of 100%

of the gain. The . saving from

losses for individuals would  be
held to 25% of the loss, deducted
from the tax on'the ordinary in-

come excluding the capital loss,

Corporations would take into’acs
count 100% of both gains or losses
and the optional rate of tax would '
be 12%%.
The table an the following page
indicates in 'a. general way' the
(Contmued on page 238)

Agri- \
5
'16 18

1 3.
56

July 9, 1946.

257,840 - Shares

Common Stock
(Without Par Value)

Ay R et &

‘Thzs advertisement appears ds a matter of record only and is under no circumstances to be:
construed as an offering of these securities for sale, or as a solicitation of an offer to
buy any of such securities. The offering is made only by the Prospectus.

Allied Stores Corporation

Of the above mentioned 257,840 Shares of Common Stock, 239,900 shares’
“were sukscribed for at the subscription price of $47 per share by the
<Common Stockholders of the Company or their assigns. The remain-

ing 17,940 shares have been purchased by the several Underwriters.. " -

- Copies of the Prospectus may be obtained in any State from such of the several Under-
writers, including the undersigned, as may lawfully offer the securities in-such State.

LEHMAN BROTHERS

Juitized for FRASER
i p:/ffraser:stiouisted.org/
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i By OSCAR R, HOBSON . *@ # -
p .. Financial Editor, London “News Chronicle”

British - financial expert discusses nationalization - progress of his -

- »;-llil.duSl‘ry. Nationalization in

Britain

.- country’s wo most important industries, steel and cotton. . Points -
: - out that although political party in power has already taken steps
" to nationalize basic: steel plants, action in-relation to cotton has

been deferred, but is under ‘consideration.

Reviews various recom--.

_ mendations for future of cotton. industry, and concludes p(_alitic'al_
‘currents tend  toward increased ' State intervention or ownership.

. 'LONDON, ENG. — Britain’s two: most: important 'manufactUrlng
industries—steel and -cotton—have in the past few weeks descended

‘into the ‘arena of violent contro-#®

wersy. - The circumstances of the
fwo industries are very: different
and the points at stake -are differ-
ent too. - Yet essentially the issue
.. is the same in both eases—namely,
‘how far and in what respects the
State shall ‘intervene in the con-
-duct: of industry by “private en-
“terprise.” SRR
With cotton there: is at present
~in the light of government dec-
Jarations—no ' question .of State’
sownership, ' With iron and steel
“the intention to ‘bring about a
. ‘partial measure of nationalization,!
‘the remainder of the industry to
‘continue in private hands under
‘government  control, ~was: an-
mnounced during a two-day debate
'on- the ‘industry in the House ‘of
Commons in the last week of May.!
1 "The problem of whether, short
‘of ' nationalization, the govern-
-ment can fruitfully take action to.
help the cotton industry is raised:
in an acute form in the report of
one of the special. committees
. termed Working Parties which the'
‘President -of ‘the Board of 'Trade.
- -appoinled some months ago to in-
‘vestigate various important indus-
. tries -and recommend ‘measures
" for: their reorganization and re-
construction. 'The Cotton Work-
dng - Party ' consisted of thirtéen
members—four: employers’ repre=
. sentatives, four: frade’ unionists,;
four experts and an:independent
Chairman,’ Sir- George : Schuster,
. formerly finance member: of: the
Viceroy’s ‘Council in India and a
Pprominent industrialist. :
‘"The Party has now issued a
report of over 250 pages, in which:
the structure and chequered his-
.tory of this highly complex in=
‘dustry are reviewed and a'con=
. siderably number of recommen=
< dationg for its rehabilitation after
the deliberate telescoping treat-

ment -to-which it ‘was' subjected |

under the stress of war are made,
Most of these—they include prom-
inently an investigation into the
textile. machinery industry and
the setting up of a Cotton Council
~—are agreed to unanimously.
. But there are three crucial rec-
ommendations involving ‘the ap-~
plication of compulsion to the in-
dustry on  which the Working
Party are  equally divided, the
Chairman and the Workers’ repre-
sentatives being on one side, with
most of the employers and most
of the independent ‘members on
the other. :
““There is much controversy as to
how far the Lancashire ‘cotton
textile ' industry  should seek to
imitate 'American mass‘ produc-
tion methods and standardization. |
That a great deal of new equip-
ment is necessary is universally
agreed, but a good many authori-
. ties believe that Lancashire’s fu-

ture, like her past, must lie to a|

large extent in specializing to suit
her customers, and in her capacity
to produce the finer quality yarns
and cloths, to which large scale
productive methods are not fully
applicable,

g i A .

Differences of Political Outlook

‘Differenceé of opinion on ' this
fundamental point, as well as dif~
ferences of political ‘outlook, are
reflected in the three contentious
proposals of the Working Party.,
These are first that spinning and
weaving firms should be compul-
sorily amalgamated or grouped to
form larger productive units; sec-
ondly that a compulsory - levy
should be imposed on every firm
{so much on each spindle and so

much on- each ' loom) :to: form a
re-equipment ‘fund.out of which
every. - contributing = firm could
look for a grant to.meet expendi-
tures on new plant; and thirdly a
redundancy :scheme under which
spindles and looms deemed to be
in - excess - of ‘required capacity
would be bought up, with State

assistance if necessary, and im-).

mobilized, = -

«The dissentient members of the
Working  Party object: to. these
proposals on the ground that they
would be uneconomic and might
even retard rather than assist the:
recovery of < the industry.  All
firms, they maintain, would con=
tribute to the re-equipment levy
and all would be likely to claim|
grants from the fund, irrespective

of whether they needed re-equip= |.

ping or of ‘whether the new plant
would yield corresponding ‘addi-
tional profits. " o S

Amalgamations, they: argue,|
should. not be made. compulsory, |
since those which were economic;
would eomnie about by themselves,
while ‘as’for the alleged redur-|
dancy of plant, estimated 'by the:
supporters of ‘the scheme at one-
eighth of the: existing spindleage

or five million: spindles, ho one |

could say at this - moment whether
Lancashire had or had not exces-
sive ' productive . capacity; ‘and,
even if she .had, "it- would be
wrong to spend . the taxpayers’
money in.eliminating i{. e

In a word, the dissentient signa~
tories urged all the -classical eco-
nomic arguments against interfer-
ence ‘with industry, while their
opponents, notf all socialists, dis-
played :all the socialist faith that
industry can be beétter planned
from outside than it will plan: it~
self in the light of the laws of
supply and demand and the desire
for profit. The government, which
naturally leans to the latier point
of view; has not yet shown its
hand.

As regards the steel industry,
it. has now declared its policy,
which is for out-and-out nation-
alization of ‘the primary processes
of pig iron making and steel melt-
ing and of the subseguent proc-
essesof ‘rolling,, ete.; in so far as
they are carried on in integrated,
continuous plants.

Firms which ‘only carry on the
later processes will, on the other
hand, be left under private owner-
ship for the time. being, though
the question of taking them over
too - will 'be 'subsequently con-
sidered. :

Towards State Ownership

The political ' currents at the
present time are flowing strongly
towards increased State interven=
tionism 'in, or ownership of, in-
dusiry, -and it is more probable
than not that the life of the pres-
ent Parliament will see the na-
tionalization of the greater part
of the iron and steel industry, and
the  cotton- industry occupying
high place on the list for fuiur
nationalization. g

With' both' steel and cotton: na-
tionalized (in addition to transport
and power, for which early legis~
lation is promised), Britain should
be well on towards public owner—
ship of all the means of produc-
tion, . Definitely to prophesy such
an eventuality would be to jump
several fences, notably that of the
next General Election. “So I con-
tent myself with recording that in
this summer of 1946 the political

tides are set in that direction.

| From' the eariiest",déyé of S‘ECJ

‘fand ‘300 shareholders, has no ex-

issues ‘which had been listed: on.
Exchanges ‘at “the* behest of ex-|
change-mémbers, but without reg-!
istration and 'the' assumption® of!
related  obligations. by . the .com-!
pany -official, ;. i iz 1
regulation onward, control of:the:
over-the-counter issues was eager-
ly sought, 'This was promulgated
as a major Commission aim by its
Chairman at the time, James: M.|
Landis, In November 1935 he:
convened a-large meeting on the
question, - attended - by the' coun-!
try’s investment banking leaders.
Many - schemes, by ‘those in-and
out of the.Commission, were de-
vised in attempting to secure all-
inclusive' regulation by the Fed-]
eral .Government. For -example,’
Dr. Paul Gourrich; then the SEC’s/
Director of Research, in 1934 com-|
piled an 85 page memorandum-in
an-effort.to: demonstrate the need
for such control and how -it.could|
be attained:.: But- all this agitation|
came to naught,-as it-has since.-
It must be realized that the for-:
mulator's »and administrators - of |
the “Act, " were—in  addition "to’
trade opposition — primarily’ ob-|
structed by the legal exigencies of |
the 'Federal ‘ Constitition” which!
confine to the States control over|
all vactivities: which ' are mnot ‘de-|
monstrable ag “interstate com-
merce. " .
Our ‘companies have been' in-
corporated as instrumentalities of
their ' respective States, and "as
their managements are not seeking
anything for their outstanding se-
curities in regard to interstate dis-
tribution, the legal right of the
Federal Government to attain con-
trol over them (that is, issues al-
ready distributed), ‘was and has
siince been regarded as extremely
doubtful. - The interstate 'com-
'merce aspects of the Constitution
‘permifting sanctions, apply to rel-
evant business activities that are
‘directly interstate; and not to_se-
curities matters. It has been rec-
ognized by  the well-informed
that the only way for the central
government to control companies,
excepting in connection ‘with ac-
tivities that are manifestly inter-
state commerce, is through a Fed-
eral Corporation Law; but such a
move has been frowned on even
by the original New Deal Brain
Trusters; on the grounds of it re-
quiring’ “an amendment to  the
Constitution, and its administra-
tion being impracticable.
The present proposal to limit
regulation to companies with a
minimum of $3 million of assets

ceptional legal—although it may
have political—significance. :

The Administrative Difficulties

Another ' obstacle to = over-all
regulation, which has long been
recognized, is the administrative
difficulty of applying all the in-
formation provisions of the law
to the large number of far-flung
issues that are now traded in over-
the-counter markets.  This is par-
ticularly true today, when in the
case of its comparatively limited
supervision, there are delays of six
months by the Commission’s staff
in even looking at the 10-K and
1-MB reports after they have been
properly - filed. ..The: addition " of
even 1,000 companies to the: pur-]
view “of "its supervidion * would
swamp the Commission under: its
present set up. An added admin-
istrative difficulty in connection
with the newly-proposed amend-
ment, would be the Commission’s
problem in defining exactly what
comprises - $3 million of “assets”
for the purpose of  determining

- ject to:its control.:

what companies are actually sub—

SEC’s Quest for Control of
| Unlisted Issues Highlights
- Basic Regulator |

. (Continued from page 199)

| sues. Hence,‘as a substitute de-

the bait of exchange privileges to
secure compliance by ‘ corporate

York Curb and other : exchanges,
conforms to its trading-but not to
the.  “information”. _provisions;
kinds of SEC regulation.

of the“Act, -could-have forced all

y Problems

-The . constitutional ‘barrier and
the: administrative problem kept
the original securities legislation
from: establishing " uniform' Fed-'
eral ‘regulation over .unlisted .is-

vice; : the original - draftsmen; ' in
endeavoring_ to compel submission
of information:from issuers, used

management., . : X

The result has been that there
have been: three kinds of contra.
dictory regulation existing  side-
by-side; One group of issues, fully
registered on exchanges, conformg
to . both - the -“information” and
trading. provisions .of the Securi-
ties: Exchange Act; another group
traded _“unlisted” . on -the new

while a third group, over-the-
counter, has mostly-escaped both

| Congress at the time of -passage

issuers either to register or lose
their Exchange privileges. But it
did not wish to drive issues which
had been enjoying unlisted priv-
ileges on an Exchange to the over-
the-counter market where effect-!
tive regulations of trading activ-|
ities ‘'was ‘dubious. = Hence, along
with ~the - controversial broker-i
dealer:segregation, and protective
committees - and - indenture - pro-|
visions,  ‘th e “member - listed”
problem was -determined as “too
hot: to handle” at the time of
passage of the-1934 Act, and it was'
left ‘open pending study and re-
commendations. to the Congress
by the SEC. Accordingly Congress
granted. untili January .3, 1936
temporary . exemption, from: ‘the
Act’s rigid registration require-
ments, without compliance by the
issuers, to issues which had been
located. on exchanges. :

The Commission’s Dilemma
* As this. deadline - neared, the
Commission, assuming that if un-
listed trading on exchanges would
be terminated, some issuers would |
register -and others would instead!
go to the over-the-counter mar-
kets; found itself with the follow-
ing' alternative possibilities  of!
regulation:

(1) /It such trading privileges
were to be continued: Full control
over trading and no control over
corporate information, for all se-='
curities ‘previously admitted to
unlisted trading privileges. G
“(2) In the event of termination
of “such privileges:  Full control
over. trading and corporate infor-
mation for those issues which:
would. register. on an Exchange:
and no . practicable . control -over
either trading or corporate infor-
mation for ‘those which  would
move to the  over-the-counter
market, S

The = Commission - under  the:
leadership ' of  Chairman ' Landis
found itself loathe to recommend
termination “of - ‘unlisted trading

it - privileges, for
various  (con~

troversial)

reasons. . It

was felt that

1| the: Commis-+

sion’s’ pre-

sumed - over ~

i the - counter

ilproblem

i1 would: in that

levent bef

f | greatly aggra-

|| vated, by rea-

son ‘of - the
supposed
transfer there-
to of most of
the 2278  sep-
n enjoying un-;

E

* James M. Landis

arate securities the

listed . trading  privileges .on ex=
changes, with a monthly trading
volume - of ‘“over four 'million
shares,  Also-the prospective “de=
privation”. of (security holders of
their exchange 'market was not
relished.: It was feared that the
collateral loan value of many se=
curities: would be. eliminated by
their removal from exchanges, It
was:contended by the Commission
that marketability over-the-count-
er. was relatively unsatisfactory,
and that hence security ‘holders
would be unfairly - penalized - by
reason of-their respective issuer’s
possible unwillingness to comply,
with the . registration - provisions.
Again, the Commission was afraid
that it would lose control over the
trading practices then being ap=
plied to “member-listed” issues by,
reason of their resultant transfer
over-the-counter, . The Commis«
sion officials’ thinking was based
on. .the .premise . that corporate
management, faced with the alter=
natwe choice - of 'subjecting itself
to the Act’s registration duties, or
of - surrendering. the Exchange .
trading-privilege, would in mosk
cases choose the departure of its
issue from the Exchange, S

It was also-deemed -undesirable
to injure the business of the New
York Curb and other exchanges
having large numbers of un-reg«
istered issues, which would un<
doubtedly have been the case. if
the makeshift status quo had beery
disturbed. .

Freezing of the Makeshift
‘Hence the SEC made the recoms
mendation, to which the Congress
acquiesced, that issues which had
previously enjoyed unlisted trad+
ing -privileges .on exchanges, be
substantially.. not - disturbed; “and
that; subject to the Commission’s
administrative decision, new is=
sues be given that privilege where
adequate information was other=
wise provided, either through reg=
istration on another exchange or
through some other agency. Pur=
suant thereto, there are now 991
issueg enjoying such privileges oni
exchanges, of which 554 are reg<
istered- on some other exchange,
four are specially exempted from

‘registration, and 433 are unlisted

only and are not registered on any
exchange. On the New York Curb
Exchange alone  there 'are 428

'stock ‘and 122 bond: issues which

are not registered.

Since the passage of the Secur=
ities ' Exchange Act, to all ex-
changes 321. different issues of
stock~and 26 bonds, have been
added; most-of ‘these having been
previously régistered on some
other exchange than the one to
which they were added. 3

‘The above cited 433 issues which
are not registered on any -ex+
change, are not subject to the so=
called corporate provisions of the
Act—namely, for supplying infor-
mation in-connection with earn-

‘ings and  balance ‘sheet results,

proxy-solicitation, and trading ac-
tivities ‘of controlling : persons—
and therefore in that phase are in
the same non-regulated: calegory-
as are over-the-counter issues.
This policy ' froze a situation
which is - inconsistent, illogical,
and antithetical to the basic spirit
of the: Securities Exchange Act.
As the result of a previous faik

.accompli, one group of issuers has

been enjoying exchange privileges

| free of the duties imposed by the !

Act, while concurrently another

L group of corporate- management—.
:located on the very same exchange:
| —as the result of its past policy
- having been more .in the social
| interest,  has thereby been’ dis-
| criminatorily: penalized:: through

being forced to conform' to, the

 various regulatory provisions of
the Act. ;

On - fifteen of the twenty-two

‘national securities' exchanges, in—-
 cluding the ' New: York Curb to,
' the extent of 70% of its stock and

90% ‘of its -bond issues, alarge

| proportion. of issues has for many
| years been ' traded in without the

respective issuers having assumed
any “initiative ‘whatever in- con-.
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hection with. their admision to the
. exchanges;. and : without the ac-
. ceptance ‘of any responsibility by
" the corporate . management  for

:tl_le quantity or quality of finan-
. cial .information which ‘was in.
: itquly, or. continuingly .supplied
! to. inyestors. R ;
: _In this situation an asterisk
Jused in trading records, which is
‘'the only evidence to the public dif-
¢ ferenpgtmg unlisted from listed

securities ion.a particular = ex-
‘ chang_e, ‘has surely been ‘an’ in-
. effective ‘and insufficient instru-
b mept for offsetting the non-appli-
. cation of all the corporate regu-
- latory provisions of the Act.

' 'The important .motivation for
- continuing - this illogical status,
‘ has been  the bug-a-boo setting
. Torth the alleged evils of over.

the-counter trading.: Further it

glossed over unsatisfactory condi-
, tions on many of the smaller ex-
changes,v particularly the' fifteen
“ exchanges, in addition to the New

York Curb, which have harbored

©un-registered issues,

Universal Registration Is
Impracticable

While ‘uniform_inclusive Fed-
erdl regulation of ‘all securities—
irrespective ‘of their trading lo-
cation, may be the ideal desider-
atum; for a number of reasons
this, as well as the SEC’s presently
modified suggestion, is imprac-
ticable,” - L
As indicated hereinabove,

adoption of ex-Chairman Purcell’s !
requires |

suggested amendment,
great further liberalization of the
Supreme
Court’s inter-
pretation -of
« the . Constitu-
tion, regard-
ing the inter-
state com-
merce a nd
general. wel-
- fare clauses.
©- :Moreover,
“ superviision of
« the: important
issuesg now
over = the-
¢« eounter would
involve © the
Commission
in insuperable
administrative ‘difficulties. There
are about 16,000 corporations
whose assets exceed $1 million.

ot i

Ganson Purcell

While the exemption ‘of all se«
curities of rcorhpanies whose. ‘as-
sets” do not reach $3 million and
its shareholders 300, niay be ‘good
politics, it ‘does not answer either
one of ‘these objections. .

connected  with - the - inconsistent
present situation of un-registered
issues ‘on exchanges. As some of
these issues, having less than $3
million -of assets ‘and 300 stock-
holders, will be exempted from
the provisions of the prospective

this. will mean that some com-
panies, - ‘although. listed on ex-
changes, will not have to give in-
formation, in contrast to other is-
sue located over-the-counter, that
will ‘be subjected to full require-
ments entailed by registering with
the SEC. : : :

Paul D. Speer Now Metnber
'Of Los Angeles Exchange

D. Speer & Co. annouices the

« lelection of Paul D. Speer; general

partner, as a member of the Los
‘Angeles StockExchange, and:the
‘establishment ' of - their 'offices in
new enlarge headquarters at 458
‘South’Spring Street. .

‘McDaniel Lewis
'‘Adds Three

“(Sperfal to THE FINANCTAL CHRONICLE),

GREENSBORO, N. C.—Robert
A. Chatham, George G.-Jones and
Charles L. Price, Jr., have bécome
associated with McDaniel Lewis &
'Co., Jetferson Building.

||With J. R. Kauffmann Co.

(Special to THE FINANCIAL CHRONICLE)
ST. LOUIS, MO.—Harry - ‘M.
Kuryla -has become connected
‘with John R. Kauffmann Com-
pany, 511 Locust Street,

' On Staff of Dean Witter
(Special to THE FINANCIAL CHRONICLE)'
SAN FRANCISCO, CALIF.—

Edward V. Brewer, Jr,, has joined

:he staff of Dean Witter & Co., 45

Montgomery Street.

Comment on SEC

Proposal

to Congress

(Continued from page 199)

there, should also have the same full disclosure of facts which is
afforded by the present applicable SEC rules.

- From the standpoint of ‘the corporation management in a listed

- There is an:additional problém /

legislation, a new anomolous situ-|
‘ation will be brought about.  For:

LOS ANGELES, CALIF.—Paul

“lout ‘of work.

science,

 Inventions and Employment
b e By, ROGER WU BABSON 1T 0 Tty
Mr. Babson, asserting that almost ‘everything we enjoy stems from
religion and 'science, holds' that 'inventions,: although temporarily
+ ‘causing unemployment, lead ultimately to greater employment and
higher living standards. Points out new uses for radar, airplanes
and plastics, and concludes that new inventions are economic assets.
As 'we look back over the centuries we find that almost every-

thing we enjoy today stems frr())m the contributions of religion and/or
» e ur e :

standard of
living, ‘more-
“over, ~should
refute the
~age-old ‘argu-
ment that new
inventions in-
crease unem-
- ployment.
Each" inven=
. tion .may at
- first cause ‘an
interruption
in: 'employ-
ment. . Yef,
eventually, it
becomes  nec-
essary to hire
more workers to take care of the
increased business which the new
machine - creates, —‘otherwise we
would now be living in caves.
Just a few illustrations: The de-
velopment ‘of new ‘and improved
machines: for .digging, grading,’
loading -and trucking has' made
many projects. possible = which
otherwise would never have been
attempted. .~ The open pit mines
are one such. project. 'Some of
these are about three miles wide
and -close - to half a:mile deep.
Bulldozers and power: shovels are
continually ' gouging “deeper - into
the earth and loading the ore into
huge trucks, All such pits would
have been impossible before mod-
ern excavators had been invented,
even though these great excava-
tors appear to throw many men
(93]

Roger W. Babson

New Uses for Radafi}_ and Airplanes

Radar continues to supply em-
ployment for - thousands even
though it was supposed to be only
for war use. It is now being used
for many peacetime projects. It

makes possible full-speed ocean

‘travel in pitch blackness in only

sketchily charted waters.: It gives
our ships the ability to detect and

| range” other ships- without even

coming within visual distance. It
gives eyes to mariners so that they
can pierce,“camouflage or accur-
ately locate other ships or ob-
stacles, It judges the altitude 'of

i a plane flying even as high as

20,000 feet to within 100: feet ‘of
the true distance, Hence,; in peace-
time, radar will be installed: in

 ships -and planes to  enable navi-

gation in fog-bound waters and to
make possible “all-weather”. fly-
ing. This ‘will' increase employ-
ment in many ways. " - ;
The airplane in World War II
was: indispensable,  The design,
manufacture and continuous oper-
ation of airplanes call for large-
scale ‘employment in' an industry
which only a few years ago was
hon-existent. Already the heli-
copter is recognized as a revolu-
tionary addition to thé planeé in-
dustry, The Post Office Depart-
ment plans to use helicopters to
transport mail between suburban
areas and large city airports so as
to guarantee 12-hour service be-
tween any two cities in the coun-
try. ‘ ‘
Many New Uses for Plastics
The plastic industry “is one: of
the 'newer " chemical inventions.
Although-it may usurp some busi-
ness from other industry, through
a better or less expensive product,
there are many altegether new
uses for plastics which do not
eliminate any ' former products.
Hence, the plastics industries will
continug to: expand and use in-
creased manpower. There is lit-
tle . danger of .the wane. of the
plastics industry ‘due to depletion

of raw materials, ' Each day some
new -source, such as’ soy . beans,
corn husks, coal, air and" water,
oil and milk, is discovered.

“ Some of the plastics’ newer uses

‘| are piped lighting, windowpanes

which filter out harmful rays of

‘| the 'sun, and: nearly perfect arti-

ficial eyes which actually fit the
-eye 'socket, . Great. possibilities’
await.plastics in the refrigeration
field ‘where materials must with-
stand ‘extremeé changes of mois~
ture = .and . temperature, . Light-
weight ‘and ‘non-magnetic ~quali=
ties »make " plastics especially
adaptable for aircraft instruments.
Low ' pressure - laminating and
pulp-preform molding is being
used for radio cabinets; auto trail-
ers, boat hulls, furniture and low=
cost housing, * ; !

Conclusion :

Thus, from: the new inventions
spring ‘new industries which con-
tinue ' to ' increase employment.
They bring to each of us a better
and cheaper product  which  is
more pleasing to'the eye and eases
our daily tasks. These new indus~
tries employ hundreds of - thou—
sands of workers and are’ indi-
rectly responsible for the employ=
ment of further thousands, 'Does
it now appear as if new inven-
tions: are' injurious to' increased
employment? - Rather, it strikes
me they are an asset, & i

kendall Stearns V.;P.‘;"l, '
Of W.M.Bell&Go.

--W. H. Bell & Co.; Inc:, 50 Broad—

way, New York City, announces

that Kendall Stearns has-:joined

their organization.as Vice-Pres+

‘ident in charge of the investment

department. In the past he was

a partner in D. A, Lomasney & .
Cao. e

S R

3 (o 1
With Mason; Moran & Co.
' *(Spedial 'to ThHE FINANCIAL CHRONICLE)

WAUWATOSA, WIS.—Neéven J.
Russell, Jr., is with Mason, Moramn

& Co,, 735 North Water Street,
Milwaukee, Wis, il :

—

This announcement is not an offer to sell or a solicitation of an offer to buy these securiticsi

The offering is made only by the Prospéctus,

-$34,000,000

corporation, too, I believe fair play ‘demands this equalization. For,
in.many cases, underthe present set-up much competitive information

“such as sales figures, for example, has to go out. to all and sundry,
‘While a corporation whose stock is not fully listed, in the same line
of business, keeps such information to itself, ;
-There are many stocks which do not properly belong on listed

' ‘exchanges, for one reason or another, and I believe that if in addi-
tion to the proposed SEC changes, fairer and more accurate quota-
tion set-ups are provided, it will be quite immaterial to the investor
whether or not such stock is listed, which is far from. the case now,
thus giving new and needed prestige to the over-the-counter market;
y New York City, July 1, 1946, LEWIS D. GILBERT.

s

The Brooklyn Union Gas Company
- General M_b'rtgage Bonds, 2%% Series due ’:1976 2
: e (First Mottg’age after May 1, 1947)

Dated/ July 1, 1946 Due July 1, 197§

Price 103% and accrued interest

The Prospectiis may be obtainied in any State in which this announcement is circulated from only sucly’
of the undersigned and other dealers as may lawfully offer these securities in Such State.

You are correct in saying that our: dual markets in this country
evolved in a riatural way and serve our economy well. This situation |
would be materially changed'if corporations that had decided right
along not to list their securities on an exchange becatuse .they felt
that exchange requirements were too onerous, were compelled by law
to comply therewith just the same, : g e !
: In addition to the Exchange requirements, corporations whose.
securities become listed would now be subject: to the provisions of
the Securities Act of 1934 and SEC regulations which corporation
management finds an even greater deterrent to ‘having securities
listed on an Exchange,  If conformance with all these requirements
became mandatory and not permissive as at present, then the inherent,
natural, advantages of our over-the-counter markets in.this respect
would disappear. s : 2

After all, if an investor is not satisfied with the policy of a cor-
poration with respect to reporting its operating results .and the like, i
: he can abstain from buying its securities. ANONYMOUS.

S : HALSEY; STUART & CO. INc. :
. LADENBURG, THALMANN & CO. oTIS & ¢O. L. F. ROTHSCHILD & CO.
. : (INCORPORATED) "
‘SALOMON BROS. & HUTZLER SCHOELLKOPF, HUTTON & FOMEROY, INC.
BURR & COMPANY, INC. DICK & MERLE-SMITH
CENTRAL NATIONAL CORPORATION
GRAHAM, PARSONS & CO.

E. M. NEWTON & COMPANY "'

GREGORY & SON

INCORPORATED

FRANCIS 1. DUPONT & CO.
MULLANEY, ROSS & COMPANY
WEEDEN & CO., INC. F.S. YANTIS & CO.

. INCORPORAYED,

July 10, 1946, .

Roitized for FRASER
B0://fraser,stlouisfed;org/. .
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- a Railrodd

Securities

The oldest of the ‘country’s railroad reorganizations is. expected.

to be terminated in the next four to six weeks. 'On June 28 the
Inter_state Commerce Commission ‘approved the acquisitions and fi-
nancing whereby ' the Seaboard Air . Line Railroad Company 'will
takg over. the properties of the old Railway Company. The latter
initially filed its receivership petition late in 1930 and for the last

15% years has been operated un

Dominion of

| CANADA

Ir_li_émal Bonds 5

o Bought—-s;:ld—Quotéd

ERNST&CO.
. ' MEMBERS :

New York Stock Exchange and other
leading Security and Commodity Exchs,
120 Broadway, New York 5, N. Y.

231 So. LaSalle’ St., Chicago 4, Ill.

TRADING MARKETS—
Magazine Repeating Razor Co.:
Universal Match Corp.
‘Dixie Home Stores -
Berkshire  Fine Spinning
Tennessee Gas & Trans.
Firth Carpet Co.

VAN TUYL & ABBE
3 72 WALL STREET
NEW YORK 5

Telephone Teletype
HA 2-6622 NY 1-1499

‘Specialistsfin'.-r- et
~ RAILROAD
. SECURITIES

Selected Situations at all Times

W(@M i ¥ G
et . / Q[ ) (4
£ INCOR RATED

" GUARANTEED RAILROAD STOCKS-BOND.

25 Broad Street - New York 4, N. Yo

Telephone BOwling: Green 9-6400
Teletype NY 1-1063

. 'Alabama Great
Southern R.R.

Con)mbn & Preferred -
] Cinn. New Orleans

- & Texas Pacific
R Common :
Adams & Peck

63 Wall Street, New York 5

BOwling Green 9-8120 " Tele, NY '1-724
Beston Philadelphia " " Hartford

der the' jurisdiction of the court,
With the final I. C. C, approval
of the issuance of new securities
with which the.properties are to
be acquired only mechanical steps
remain, and it is generally ex-
pected that distribution of the new
securities  should be possible by
mid-August.

- Aside from being the longest of
the major receiverships.or bank-
ruptcies, the ‘Seaboard represents
one of the most drastic in its
treatment of security holders. Not
only have  the old stock holders
been eliminated as is the case in
most Section 77 proceedings.  In
addition, general unsecured claims,
including the old: Adjustment 5s,
1949, were barred from participa-
tion in the new company. Fixed
interest debt, exclusive of equip-
ments, was reduced from close to
$160,000,000 to $32,500,000 of new
1st :4s. In addition, an issue of
$52,500,000 of Income 415 is pro-
vided in the plan, bringing the
total non-equipment debt to $85;-
000,000, The preferred stock ($100
par5%) is to amount to only 150,

.000 shares and there will be 850,-

000 - shares of no par common,
Taking the new.common at the
stated .value of $100 a share the
entire ' capitalization, = including
equipment - obligations, will run
under $200,000,000. This will rep-
resent a cut of more than 50%
from the old company’s capital-
ization, : :

One feature of the Seaboard re-
organization is the unusually stiff
Additions and Betterment Fund.

This ; fund 'will “amount to the
greater of $1,625,000 per annum
or 3% % of gross revenues, less
any amount charged for deprecia-
tion ‘of ‘road property during the
year, This compares with-a gen-
eral average of around 2% or
215 % of gross provided in most
plans set up by the Interstate
Commerce Commission in Section
77 proceedings. It is not expected
that - road property depreciation
will normally be  sufficient .even

ditions and Betterment Fund. As
only that portion covered by de-
preciation is believed ‘deductible
before Federal income taxes, the
requirements coming ahead of the
new stocks will be increased even
further. :

It is’notable that in- 1943 and
1944 charges for.depreciation and
‘amortization of way and structures
averaged only slightly more than
1%. of gross revenues. Naturally,
the 1945 figures are not compar-
able ‘nor | indicative ' of . possible
future ' depreciation - charges,” ‘as
they included the very: substan-
tial ~accelerated amortization al-
lowed by Presidential ‘proclama-
tion: Had the reorganization.plan
been in effect, the required Addi-
tions' ~and  Betterment charges
would have been $3,234,000 in ex-
cess of depreciation and amortiza-
tion of way and structures in 1943
and - $2,878,000 in excess of de-
preciation and amortization of way
and structures in 1944, Presum-
ably this excess would be subject
to Federal income taxes. Fixed
and contingent “interest charges
and - sinking ' funds amount to
roundly $4,700,000.

With gross revenues around the
1942 level total fixed and con~
tingent. ' charges, “including  the
Additions ‘and Betterment Fund,
would work out to approximately
$8,275,000. This would be less than
$500,000 below the fixed charges
that the old company was unable
to support. When it is considered
that at least a portion of these new

charges would be subject to the

g 5

61 Broadway
. Telephone—DIgby 4-4933

Railroad Bonds and Stocks |

e

PFLUGFELDER, BAMPTON & RUST

Members New York Stock Ezchange

New York 6
Bell Teletype—NY 1-310

Seaboard Air Line Railway
When issued profits discounted
When issued losses assumed

s

- su

TRO BROS. & CO.

Members New York Stock Exchange

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

nearly to cover the Seaboard Ad-| ;
¥ although the Netherlands government has decided “in principle” on

Federal income tax it is obvious
that the present stocks are even
further from  earnings than was
the “stock of ' the old' company
which went into receivership be-
fore the depression of the 1930s
even got fairly under way. Under
the circumstances many rail an-

alysts find it difficult to ' justify
any. bullishness over the longer
term prospects for the new Sea-
board  junior . securities, This is
so even though near term earnings
prospects still appear favorable,
aided by the lag in resumption of
coastwise shipping competition.

Dutch Continue Investment Control |

©The Netherlands Information

Bureau on July 3 announced that

ultimate . ab- )
olition of all

controls  over

capital invest-

ment, govern-

ment inter-

vention . and

control - will

increaserather .
than decrease

in the imme-

diate  future,
and will re-
main in force

for many

years.: In .a

White * Paper

made - public
on June - 30,

Finance Min=-

ister Lieftinck

made it clear

that complete elimination of gov-
ernment control must wait until
private savings reach a volume
sufficient to cover-all government
and other investment needs,

Pieter Lieftinck

It is understood that' the con-

tinued maintenance of such con-
trols does not apply to foreign
securities held by Dutch individ-
uals, in regard to which complete
freedom of action is afforded:
One of the main reasons for
continued . government = control
over internal assets is the avowed
object of the government to main-
tain a low interest rate; restora-
tion of a: free capital market
would  result in an immediate
sharp rise in the interest level.
Minister Lieftinck disclosed that
the government intends to reduce
all interest on government: and
other “gilt-edged” bonds to 3%.
The Finance Minister also gave
a detailed clarification - of ' the
money purge instituted in the fall
of 1945, under which all out-
standing currency was called in
and new currency was issued in

controled amounts. For the pres-|.

ent, unblocking of frozen cash bal-
ances will be permitted only for
purposes: of " production’. and re-
habilitation. - The purge '..and

 freezing measures, ‘the Minister

explained, have so far brought
about only the blocking of ex-
cessive amounts of money. Con-
sequently, this money still repre-
sents an inflationary threat, which
is complicated by the unavoidable
unbalanced . state ‘of “the budget.
Such money should not only be
blocked : but ‘“permanently ster-
ilized,” Mr. Lieftinck asserted, as
the only means of bringing about
‘equilibrium  of ' the supplies of
goods and money at a price level
not too far above that of before
the war. The Minister added that
all ‘phases  of the money: purge
were by no means completed, as
inflationary. tendencies were still
‘present; therefore, unblocking-- of
all frozen money must be held to
the “utmost minimum.” ik
Admitting - that the purge had

“|resulted in*many injustices and

needless sacrifices, the purge as a
whole ‘must so far be considered a
success the Minister claimed, since
it ‘had contributed materially to :

B | national recovery, first, by ‘avert-

ing the disastrous consequences of
excessive ‘purchasing power, and
second, by - permitting manipula-
tion of the volume of currency so
‘that: it kept pace with the gradual
expansion of the supply of goods:
In addition; the Finance: Minister
stated it had laid the basis for a
‘registration -of property, an es-
sential to the government’s future

] fipancial plans.

- Background of Money. Purge
Explaining  the background of
the money purge, Mr, Lieftinck
stated that during the war fotal
money circulation had increased
from 2,647,000,000 guilders to 10,~
908,000,000 guilders, while the
volume of ‘goods had shrunk: and
the country sustained direct war
damagetotaling9,355,000,000 guild-
ers. The measures adopted to carry
out the purge had necessarily to
be adapted to circumstances, since
means for maintaining an exact
level of currency and goods equil-
ibrium were in practice unknown.
The ' general principle “followed
was - that unblocking should be
permitted only for current ‘pro-.
duction and not for the purpose
of accumulating  idle- “disinvest-
ment” capital, which the Minister
estimated at between five and six
billion guilders.  Bank credits and
deposits: which :totaled 1,100,000,
000 guilders on April 30, 1940, had
risen to4,615,000,000 by May 31,
1945, and reached a maximum of
7,220,000,000 on Oct. 31, 1945, At
the end of February of this year
they. had fallen to- 6,780,000,000
guilders.
Deposits in five large banks
were 100% blocked as of Sept. 30,
1945; but only 55.3% blocked as
of Dec, 31, the Minister stated. De-
posits in postal and private sav-
ings banks exceeded withdrawals
by 18,000,000 guilders in' January,
1945; by 190,000,000 guilders in
May, 1945; by 285,000,000 in July,
1945; and by 520,000,000 in Sep-
tember, 1945, However, following
the government  measures,: the
process was reversed and in Octo-
ber, 1945, withdrawals exceeded |
deposits by 74,000,000  guilders. -
April, 1946, withdrawals exceeded
deposits by '29,000,000. ’
Banknote = circulation ' in = May,
1945, was - 5,894,000,000 'guilders,
but immediately after the start
of the purge in October it fell to
398,000,000 ~old-issue and 1,683,
000,000 guilders new-~issue 'As of

June 24 of ‘this year circulation -

was - 2,337,000,000 new-issue .and
275,000,000 old~issue. ; 5

Lh. rothchild & co.

" Member of National Association
¢ wx . of Securities Dealers, Inc.

~ Long Island Airlines, Inc.
: Common Stock ;

Price: $3.00 per Share

ny.cB
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Public Utility Sec_izrities

~ Forthcoming Utility Financing

This prom1ses' to be one of the most active years for public

utility financing since the 1920’s;
fotal of well over $400,000,000.

in May utility issues reached a

(The June total, also large, has not

yet been compiled.) Common stock sales to dlspose of holding com,-,
pany subsidiary interests have been supplemented by “new money’
sales—now appearing for the first time since pre-New Deal days.

‘While it is impossible to predict®
the timing of new issues with any
accuracy,’ .due to the many
changes ‘of plans and the fact that
SEC approval is required in al-
- most all cases, the following ten-
tative summary of new utility
financing may be of interest:
Brooklyn Union Gas’ $34,000,000
mortgage bond issue is scheduled
for the current week, but the
$64,500,000 Gatineau Power bonds
(two mortgage issues and one de-
benture issue) on which bidding
was scheduled for the current
week have been postponed, due to
the sudden change. in ' the Ca-
nadian currency to: parity with
the American dollar. The com-
paratively small Missouri Power
&  Light issues—%$7,500,000 bonds
and 40,000 shares of preferred
stock—are expected in' the cur-
rent week; also $10,000,000 Port-
land Gas & Coke Refunding bonds.
Next week the huge $125,000,000
issue of American ‘Tel. & Tel.
“new money” debentures due 1986
are scheduled. Later inr the month
should appear the $9,000,000 Yon-
kers - Electric Light - &  Power
bonds, guaranteed by Consoli-
‘dated Edison and: serving as fore-
runner for the latter company’s
huge refunding issue which will
appear later-in: the year. Brook-
Iyn Union Gas will follow up its
bond issue with 70,000 shares.of
preferred - stock, designed to. re-
deem its' debenture bonds. .Illi-
nois  Power  may issue . 200,000
shares  of  preferred ($50 par);
Kansas City Power & Light is ex-
pected to do a refunding job with
$38,000,000 bonds and 40,000 shares
of preferred; and Northern States
Power of Minnesota: may ex-
change or sell 275,000 shares of
preferred. Strangely,; small utility
issues usually attract the largest
number of bidders and the pro-
posed offering of $3,500,000 bonds
and 14,000 shares of preferred by
Michigan Gag & Electric is no ex-
ception—at least seven groups are
reported ready.to bid for the two
issues.

The above investment offerings
appear  likely in July or early
August; they may be followed by
a 'large number of others which,

however, do. not appear. to be

ready for listing as yet.” Despite
the  rather poor reception which
some ‘of the utility common stock
offerings have encountered in the
first: half of the year, a number
of issues are anticipated over' the
next few weeks, as follows:
140,614 shares: Mountain States
Power (from Standard G. & E.);
2,343,105 shares  American Wa-
ter Works (to. take over water’
works . properties of 'American
Water Works & Electric; stock-
holders of the latter company will
receive rights to subscribe);
1,150,000 ‘shares Atlantic City
Electric (from American G. & E.);
this may be delayed until Fall;
175, 000 shares Central-Electric
& Gas;
1500 000 shares Flonda Public
Utlhtres (offered by stockholder);
966,870 . shares ' Illinois Power

Company (however, substantially

all of this stock may be required
for conversion of the old preferred
stock “which " will be ‘called, so
there may not be any common
stock offering);

150 000 ‘shares Maine. Public
Serv1ce (from’ Consolidated Elec-
tric & Gas);

120,000 shares Michigan Gas &
Electrrc,

236,819 shares Portland General
Electric (from  Portland Elec.
Power Co.);

$20 000,000 ' Consumers Power

Co. (new money 1ssue),

$10,000,000 Southern Company
(new holdmg company for south-
ern group of Commonwealth &
Southern);

550,000 shares Wisconsin Power y/

& Lxght (from North West Utili-
ties Co.).

Passig With Brashears

(Special ‘to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—Har-
old L. Passig has become asso-
ciated with G. Brashears & Co.,
510 South Spring Street, members
of the Los Angeles Stock Ex-
change. - In the past he was with
Fox, Castera & Co. and was an
officer of Hugh R. -Murchison &
Co., Inc.

the facilities of our

our -various

Bt

PUBLIC UTILITY STOCKS

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

system are especially equipped. to
trade. in.:those markets where

- located.

PAINE WEBBER JACKSON & CURTIS

; ESTABLISHED 1879

direct private wire

offices  are

Central Ohio Light & Power
Consolidated Elec. & Gas Pfd.
Midland Utilities
Wisconsin Elec. Power $3.60 Pfd.

GILBERT i¥ POSTLEY & Co

29 BROADWAY, NEW YORK 6, N. Y.
Direct Wire to Chicago :

(Contmued fr
Harry: S Truman announced with
great solemnity that he was an
advocaie of small business. Said
he: “I have said time and again
that I would much rather see a
thousand  :insurance companies
with four million dollars in assets
than one insurance company with
four billions. I would rather see a
hundred steel companies than one
Uniled - State Steel Corporation.
I would rather seé a thousand
banks than . one National ' City
Bank.”

Reports current in the business
world " corroborate . very much
what  Secretary Wallace' pointed
out — small" businesses are un-
doubtedly being-gobbled up at a
great rate and drsappearmg prob~
ably even faster-than is generally
believed from the nation’s indus=
trial scene., One large food com-
‘pany, . for: instance, to amplify
what' Secrelary Wallace said, is
known to be buying. up- some
small competitors soméwhere at
|the ‘rate of one a week. A large
chemical company, too, is said to
have made up a list which now
numbers 300 names of small medi-
cine ‘manufacturers jit is seeking
to absorb and is absorbing grad-
ually. These illustrations, as peo-
ple who arefamiliar with busi~
ness trends know, could be multi-

plied almost 1ndef1n1tely

What governmént officials can’t
or won't see, though 'just: about
everyone else ¢ Pgmzant with the
tuation can, /is that . business
ergers and éqursmons are due
s much to governmental polic
s to any otﬁgr cause that coul
e named. It/is the gloomy pros
ect which /governmental polic
nolds out to small businesses tha
.makes many of:.them not  only
]Wllhng but anxieus to sell out to
some larger comipany. For gov-
nment officials to view business
ergers and acquisitions solely in
the light of the anti-trust laws
i$ a grave error, . .
mall businesses often find it a
at deal more profitable today.
sell out than to continue ins
istence. Conditions which have
revailed in the market during the
ast few' months and years have,
nade it possible for many a small
usiness to sell out at distinetly
dvantageous terms. The incentive
sn’t been and still isn’t there 1o
ake them want to stay in busi-
ness themselves! Small business is
known to be not a-little discour-
aged, and government  officials
and others interested in the con-
tinuity and welfare of small firms
had better take the time and the
effort o figure out why this is so.
v All the governmental . bodies,
nd: the labor unions with gov-
rnment. help, seem to be inter-
sted in doing — through regula-
ry measures, confiscatory taxes,
reasonable demands and other
eans — is to'prevent the busi-

all. To use the negative ap-
roach to public problems _may be
Justified perhaps on occasmn, but
to remove. all legltrmate incen-
tives from business is to destroi
the initiative. “upon . which
healthy economy depends.
- For instance, as those who have
studied this problem have found
t,  the . tendency of ' the  labor
nions. to conclude industry-wide
greements on ‘wages, ‘working
onditions and other matters with
government’s help, but with-
t'a proper regard for local con-

ss men from making any money | £

Need For Liquid Assels To Pay Estate Taxes
Promplmg Small Firms To Favor Merger Offers

om page 200)

some, consideration to this angle
of the problem, as otherwise they
are likely to see some of the jobs
that are held by those of their
members. living - in the smaller
places vanish completely.

It could be, of course, that the |

trend toward large-scale ‘enter-
prise may be economically inevit-
able, The experts themselves are
not in entire agreement on this
pomt The desire of the big com-
panies to have some control over
their sources of supply and the
various aciivities. related to their
main function may be pardonable,
indeed. But, be all that as it may,
if society wants to preserve small
businesses, then obviously some-
thing ‘more than talk about ihe
anti-trust 'laws is necessary 1ty
keep the small firms in business.

The small business man prob-
ably - does  mnot  expect favored
treatment with respect to the in-
come ‘tax laws though' these, too,
can act as a deterring force, keep-
ing many unusually capable men
‘from  making’ full use: of their
talents and. abilities. Some small
business men' work' only  ten
monihs a year, figuring that if
they worked the whole year they
would be working two -months for
the government at no remunera-
tion ‘at all' to themselves. Other
small-business owners iend  to
limit the scale of their activities in
other: ways, too, largely because

of the prospect of confiscatory
taxe,
; erltance: or’ estale taxes,
however, . probably act as the
greatest smgle block: to:the con-
tinuity of a.small business enter-
prise - after and sometimes even
before the :death 6f the principal
owner: or owners. The ‘necessity
for paying a heavy inheritance
‘tax forces many ansestate to-sell,
ven- at a sacrifice if necessary,
qme small business s to which _it

Ids title or the ‘controlling in-
lerest. Older men, too, often sell

eir=<businesses ' to . some large
corporation, often receiving . 'in
payment the easily negotiable se-
curities™of the corporation, in an-
ticipation of the difficulties their
estates: may face ‘at: their:death.
e corporation may sometime be
a customer with which the 'small
firm has been doing business for
a long time.

Many business men try to pro-
tect their estates through the pur=
chase of insurance on: their own
lives or the lives of their partners |3
but often when they do- this they
must ‘divert funds that could be
employed to. better advantage in
their : business ‘and, as a result,
society as a whole loses from the
fact that the most efficient use. is
not. being made of its: available
capital.. A large number of busi-
ness men are able, somelimes with
the help of legal or financial ad=
vice, to make adequate provision

n’t and there’ are others who
/1 st can’t. Many business men un-
EBcessarily complicate the prob-
of continuity, too, by making
ng provision at all for the con-
ation of the management. :
The-fact that the base for the
tax laws favor very small estates
does not minimize the problem of
aying the {ax. A business can be
g million; dollar enterprise and
still be:a relatively small com-
pany as even a casual examina-
tion of the concerns doing. busi-

itmns, frequently works a terri-
le hardship on the small firm.
Ulually dependent’ upon  certain
fayorable local factors to remain
in| business, many small business
men are being caught in a vicious
eeze between rapidly mount-
f g costs of production and the
prices of a competitive-market in
hich the big companies tend to

ve -an  advantage.  The labor

ness in an average small commun-
ity reveals quickly enough and
he job of forcing liquid assets out
f such small firm for purposes

\ The  laws also tend to" dis-
iminate agamst a beneficiary in
ess favored. circumstances, as for
nstance, the ordinary widow -of
small business man against -the

nions . themselves , should  give

idow: who is well-to-do iniher -

own rlght A wife who hasg an in-
tome of ther own is able to pur-
chase insurance on the life of her
husband  to. cover the amount of
her: husband’s estate tax at his
death.'A wife who has. no separ-=
te income  cannot purchase life
nsurance on her husband for this
urpose and so must. often resort
o the sale of the business to pay
he tax.

Framers of our tax laws have
worked on the theory that it is +
in the public interest to break up
huge private foriunes but society
can’t have its cake and eat it, too.
If ‘the government officials and
others want to preserve 'small
business ' enterprises  then  they
shall: haye to give some thought
to the question -of how to main-
ain the continuty of small busi-
ess while at the same time pre-
erving in principle the theory of -

e estate or ‘‘death” tax, . :

Provisions couid be made in the
inheritance tax law, for instance,
whereby greater restraint could -
be displayed by the tax' collector
in appraising the value of an estate

henever it became obvious that

high valuation would force the
sale of a small business enterprise
or taxes. Very often, it is the

an who has just died who has
given high value to a small com=-
pany. His passing. really means
that the assets of the company are
no longer worth:what they were,
To continue to value'the business -
at its original high figure in such
a case is manifestly unjust but
this sort of thmg goes. on all the
time.

In ‘“hardship” cases now, a tax
collector  can give an  estate as’
much as ten years to pay its tax
but even this possibility does not
prevent a large number of" sales
from taking place because, possi-
'Bility often from the very nature

e “hardship” itself, the estate

%ch can’t ‘wait  this long before
ettling its affairs, o

The problem 1s°adm1ttedly com-~
Dlicated. No two cases are exactly
alike, true. But the insertion of
posiiive: features in the nation’s
laws—both regulatory and. tax-—
would give some encouragement
to the small firms to stay in busi-
ness. It is only at a penalty that
many a small firm can remain in
business {oday and it is. the more
prosperous concerns — that is,
those that are the most efficient
and administered with thé great-
est care — that are penallzed the
most in the end.

As with so much leglslatlon tha&
has been passed . to serve sup-
josedly desirable social ends; the

heritance tax' laws by forcmg
hany small business houses to sell
ut to the large companies achieve

st the opposite result from that
hich was intended. It would ap-
ear  that ' governmental bodies
should be more realistic in judg-"
ing or evaluajing the probable
economic. consequences of meas-
ures they have already enacted
into law or contemplate putting
on the statute books. Very often
now, the government is in the
somewhat ‘contradictory position
of encouraging what’ 1t wants to-
stamp out.

R. F. Funsten Stocks
Oversubscribed

An underwriting syndicate com-
posed of G. H. Walker & Co.,
Alex. Brown & Sons, Boettcher &
Co., Bacon Whipple & Co., Stifel
Nlcholaus & Co., Morgan & Co.
and Courts & Co., on July offered
15,684  shares 41/2% cumulative
convertible preferred stock of the
R. ‘E. Funsten - Co.,-at $51 per,
share; and 196,137 shares of com-'
mon stock at $117%. Both issues
were . over-subscribed = and  the
stock sold at a premium. The gross
spread. on - the - preferred .was .
$2.56% per share, and on the com-
mon $1.75 per share, with an al-

lowance of 75 cents per share ta
selling group.

Joitized for ERASER
R p.//fraser stlouisfed:org/
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Mr. Wiesenberger’s “Bible”

The 1946 edition ‘of Arthur Wiesenbergetr’s book, ‘“Investment
ompanies » has recently come to hand, (In the accompanying press
release it is referred to as the “Bill ¢” of the investment company
field.) - In many respects it is'a fi e 30b It contains a 'great deal
of ‘interesting and valuable information’in a form that makes statis-

hml comparison relatively -easy. i
However, this “Bible” is hardly ®
ready «yet.to be canonized. ‘It
still-places relatively too ‘much
emphasis on the closed-end com-~
panies | (in | whose | securities ' Mr.
Wiesenberger's - firm “specializes)
and too little emphasis on the mu-
tual funds. Of course, this is:an
understandable fault and, does not
lessen our gratitude to the author [finvestment business, and we be~
for having compiled so much per~ [{lieve that they should be treated
tinent data on. our- industry. ‘{'as ‘such! :
“In' our opinion, though, Mr,|: Yet Mr, Wlesenberger. has
Wiesenberger’s book does high- treated them: rather:superficially
light once more the need for a|-—as Part'III in a 3-part book
really comprehensive source-book | Not only does e ‘give ‘them a
on the mutual funds, They are i"me‘vhat dragged ~ in - by - the-

However, he stated that none of
the fiscal and monetary measures

conditions of such acute inflation-
ary letters as'we now ‘have.,”.

"The text of Mr: Bowles letter
follows:

‘unquestionably ‘the - coming
“pranch” of the investment com-
pany field. 'Their-aggregate as-
sets today are 50% greater than
those of the closed-end companies
—and ' will ‘someday be 10 times
s great!  They now constitute a

istinct'and separaté unit of the

“Times”:-

‘During the past four and one-
half years ‘in . which I have been
working inthe nation’s stabiliza-
tion program, I have frequently
dlsagreed with the position taken
by *“rhe Times” on. various price
and rent control .questions.. I.
would . like to make clear, how-
ever, that there is one frequently
reiterated point in your editorial
position with which I am and al-
ways have been in full agreement.
That. point is the importance. of
shaping  the country’s fiscal and
monetary. pOllCleS so . as to help
keep inflationary pressures under
control and to remove their un-
derlying causes as rapidly as pos-
sible.

Obviously the job of controllmg
prices and rents can be ‘made
easier or harder depending on
what our fiscal and monetary poli~
cies are. I have touched on this
point several times during the last
two or three years—most recently,
I think, in the statement I made

ail” appearance, but he reveals
n uncertain touch in his handlxng
f some of the facts concemmg
‘them.
. This;. too, is: entirely: under-=
standable. - The first edition of
“Investment Companies” (1941 as
we ‘recall) ~was devoted exclu-
sively to the closed-end companies
.—a logical concentration for a
New York Stock Exchange mem-
ber firm ~whose interest in the
mutual funds was largely "aca-
demic.

After their popularity had in-
creased, the mutual funds wyere
‘included in the book. - 5

But to-do a real job‘today on
the mutual funds requires inten-
| sive treatment. To get an ade-
quate picture of any one of them,
it is mecessary 'to: have a fairly
rcomplete picture. A nine-year ar-
- ¥bitrary period such as Mr. Wie~
senberger ‘uses -is; very: helpful—-
Pbut it can also be misleading un-
Jless supported by other vital facts,

‘For example, we ‘can- call ta]
.mind several leading ‘funds . that |
have had changes made in: thei
‘key management : executives in
regﬁnt years — gccompameghby
‘rather striking changes 'in' their
investment performance; In such f°111°v1§m% égteaiﬁgesc “bat b of
tases, any arbitrary period which e dit b id th
Pincludes part of the old manage=| oney and. credit  beyon &
ment record’ anid part of the new Z@?ﬁﬁﬁ o of goods and services
X?‘Slr%bg%lémfilfﬁngeffir?nagﬁgfe 2. Establishing consumer ration-
Then there is the unalterable ing and set up priority and allo-
Utaot of life" that routal funds| ion controls for Dipgicers el
are highly competitive. And any Wholegales ' £, -insuze -
survey of them which mixes fac=
tual ‘data with interpretation and
opinion is loaded with “dynamite.”
If Mr. Wiesenberger wasn’t aware
of this at first, he undoubtedly
is now! He must also know that
the “mif:-:ture1 can tzegome g
source of endless temptation an But clearly - from a practical
mt,llf;h i?:;tla:hzbzizwer o ar: point of view there ‘are limits to
obvious need in the mutual fund
field is a really comprehensives

L ot Pt

et

- RAILROAD

Currency Committee in April of
this year. The policies themselves,
however; were not my responci-
bility and T felt that while I still
held an official position it was not
appropriate “forme to advocate

; A PROSPECTUS ON REQUEST FROM
5 - YOUR INVESTMENT DEALER OR
% DISTRIBUTOI.S GROIJP. INCORPORATBD
tlfs ‘Wall Street ~ * - 'New York 5, N. Y,

cult problems involved.
.Measures for Control

that from a ‘theoretical point of
view the control of wartime or
War-created inflation calls for the

" FIRST MUTUAL
"TRUST FUND

- Prospectus upon request from
your mvextment dealer or .

| NATIONAL SECURITIES &
RESEARCH CORPORATION

120 BROADWAY

to the places where they are most

essential demand.

3. Maintain firm - controls over
prices, rents and wages.

4. Increase civilian productmn to
the greatest possible extent.

retical formula in ‘a democracy,

before the Senate Banking and

any specific 'methods of dealing
bwith the very complex and dlffl-

' I'think.almost everybody agrees:

goods will get ‘to the people-and-

needed and :to neutralize less,

and especially in ‘a ‘democracy at’

New York 5, N. Y,

"'Ke}!r‘storiéjy ‘
Custod.lan
]Funds

Proapmul may be obtained
fmm your local u'nuutmtnt dealer or

The Keys tone Company

source—book devoted exclusivel
to the mutual ‘funds—to all o
them, and 'sans’ controversm
“4rimmings.” It should not be
hard for Mr. Wiesenberger to pro;

_duce such a “Bible.” If he doe

we think he will find himself
prophet not without honor (i

profit) in his own country. If he
doesn’t, we believe - there is a
very good chance that somebody

else w111.

W H Pearson Dies

- William ‘H."Pearson; senior part=-
ner: in the Boston ' commercial
-banking firm-of Weil,/'Pearson &
Company, died after a brief jll-

ness “at the age of sixty-three.

Mr. Pearson began his career 'in
New York City-joining: the firm }
of E. Naumburg & Co, In 1921 hiﬁ

organized his own company, Pear

| war. -
For examp‘e, you w111 remem-
ber that Congress was unwilling
to go as far in the matter of taxa-
tion as many people thought ‘we
should go early in the war. Again,
in the absence of a national serv=
#ice act higher wages had ‘to be
used “as’ an inducement - to- get
workers, into more essential occu-
pations.:
tlomng and’ allocation - programs

which served us so:well during
the war period were dismantled—

iess profits tax" was prematurely
%tepealed ‘

The result-of. such condltxons as
tkese has heen that price and rent
controls have had to bear:almost
ithe -~ full - brunt: of mflatlonary

Finally, many of the ra-|

Tand wage stabilization measures,

premateurely,” I think--immedi-
ately after V-J.Day. -And the ex—

prNQUres Coe y

:Yet, in~spite of all ‘this," the
price and rent:control program,
up to June 30, prevented an infla-

son Brothers, Inc to deal in com-
mercial ° paper. The corporation
_was later merged with Weil; Mc~
|} Key & Company and in 1941 be-

-came -Weil, Pearson & Company.

’ of Boston " c
50 Congress Street, Boston 9, Mass.
& Rra
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what can be done with-this theo- |

Bowles Links Fiscal and Monetary
~ Policies to Inflation Control

(Contmued from ‘page 204)

out effort to prune expenditures “had during and followmg the Iast
by the ' Federal Government.” ‘war, .

" Definition Depends
“The - Times” has often caid

suggested by him, “nor all of them that rising prices and rents are

together, can prevent shiarp in- the result of inflation ratner than
creases in rents and prices under’ inflation itself..

Your point  of
view has been that the mere ex-
istence . of ‘a tremendous . excess
of purchasing ‘power over the
available supply of goods is infla-

To 'the Editor of The New York tion.. I tnink the definition may

depend -a. great deal upon wanat
dictionary you use, But the fac.
remains - that - you ‘do- not neces-
sarisy . have pneumionia becauss
you have pneumococcus germs in
your body, 'During the last four
years' we have cettainly ‘had the
germs: of inflation. in the ‘eco-
‘nomic ‘body, and in large! quanti-
ties. Price and rent controls; how-
‘ever; have so far succeeded “in
stavmg off the disease, This dces
‘not mean, of ‘course, that the dan-
-ger that the economy would get
the dizease should not have been
further removed by lemoving
more'of the germs,

In ' dealing- with mﬂatlonary
pressures of the magnitude we
are facing, a-sound policy requires
not only the maintenance of effec-
tive controls - over  prices and
wages but the effective use of all
the- other. powers which can . be
helpful, -~ And - those  powers in-
clude, in particular, - fiseal and
monetary powers.

This- is.especia.ly 1mportant in
the period immediately ahead. of
us., While the fighting was still
going on -our fiscal ‘and monetary
policies had to be shaped in the
light' of the overriding ‘need of
winning {the war. They could riot
be directly solely to thé ohjective
,o‘i econbmic stabilization.

il Number One Problem

i Now that -the fighting is over,
however, the -maintenance of .2
stable 'economy has become the
number- one domestic. problem of
the government, Stabilization con-
giderations now: have  the same
importance that winning the wat
had before. Fiscal and monetary

R

policies should be shaped in: the.| .

light of this. fact.
! 'This is true regardless of what

decision. the, Congress makes on

extension of -the price - control
laws.: The best of laws will need
to be strengthened and supported

by sound. fiscal ‘and monétary-

actions. . If ‘the Congress fails to
give the American people the pro-
tection of effective price and rent
controls, such actions, plus self-
vestraint, will have to be our sole
reliance.

Regardless of the action ‘of the
Congress: We ought as a mlmmum
to:

{71, Make an all-out effort to
prune expenditures by the Federal
Government, Thig shou.d be done
in.order not only to'balance: the
Federal budget but to establish ¢
buidgetary surplus as soon as pos-
sible.
2, Urge state and local govern-
ments to postpene their expendi-
tures on: public. works as far as
they reasonably  can.
{ 8. Use all means at the dlsposal
of the banking authorities to pre=
vent commercial banks from in-
creasing. their loans' to business
for the purpose. of increasing in-
ventories unduly or speculatlng in
capital values, * :

4, Give theé Federal Reserve_

System such additional powers as
to enable it to exercise effective
control over the supply of ‘bank
credit.

5. Greatly stiffen the taxation
of short-term capital gains in or-
der to curb: speculatxon and prof-

| iteering.

6. Avoxd any reductlon in in-

“come taxes at this time and care-

fully examine the need and the

twnary . biow-up -of - the ‘kind - we- feasxbihty-—w1thout doing more

harm - than good—of 1ncreasmg
taxes. ;

‘7: Handle veterans termmal-
leave pay with care; ' There is
v | certainly nio question in’ nry” mind
about the fact that veterans are -
more than entitled to these' pay=~-
ments. But they are also entitled
to some ‘assurance that the pur-
chasing ‘power:- of the  payments
will not be wiped out by an mﬂa—
tionary rise in:prices. .

. I *believe - that 'the estxmated
amount = of -six - billion -dollars
which would. be dumped into.the : -
economy by the legislation now
before Congress would have grave
repercussions at this time, .

As a practical alternative, ter-
minal-leave. pay could be issued
in -the form of serip: which the -
veteran could ‘cash ‘at some later : :
time when-inflationary: pressures‘
have subsided, The delay in pay=~
ment | might create <hardship for: -
some veterans.  But I think we
would find that most would favor
payment in an orderly fashmn ,
which ‘would' help  insure that a
dollar - of . terminal-leave pay . -
would still be worth a dollar.

Effective Controls

Let '‘me emphasize again that
none of the fiscal and monetary
measures I' have suggested, nor
all of them together, can prevent:
sharp® increases in vrents and
prices, under conditions of such’
acute inf.ationary pressures as we
have now, unless-these measures. .
are accompanied by effective
price and rent controls.. In my ~
opinion, any fiscal or monetary: -
actions which in themselves were *
sufficiently = effective “to prevent: -
sharp price increases under these -
conditions without. price controls

price and rent controls them—
selves.

In closing this letter I want to :
say -how much I appreciate the
space ‘which - The New -York
“Times” has given to the :discus=:
sion of ;this: whole stabilization
problem: during..the ‘last . four °
years. . I appreciate particularly: °
the sober. and moderate way in -
which - you have 'discussed  the
situation the country has faced:- -
during the last few-days. I know. ~
that you, along with a good many
of your advertisers, have done a °
| great deal to quiet what could be -
disastrous hysteria,

... CHESTER BOWLES.

| Essex, Conn,, July,5, 1946,

Lewisohn & Go. Rdmils
Jacquin as Parlner - -

Lewisohn: & Co., 61 Broadway, -
New ' York City, ‘members 'New 3
York Stock: Exchange,. announce .
that Max Jacquin, Jr, has been ad=
mitted as a
general part-
ner of the
firm, effective '

July ‘1, 1946,

Mr, Jacquin
will hold' the .
firm’s New
York. Stock
Exchange
membership.

He : resigned

jon May 3 of

this . year  as
Asgistant
Vice Presi-
dent of the
Exchange.
where he was
employed for 17 years.. He repre«
sented the Exchange in its rela--
tions with- various governmental
agencies on tax and other regula- .
tory: matters: affectmg member :
firms. -

+In . addition, Mr. Jacqum is.
special assistant to the President
of the 'Association ‘of’ Stock Ex-,
change firms;-a member of the °
Board of Directors of the Ameri~
can ‘Taxpayers Associa ion, Inc.,
and will  serve on its .Executive '
Committee, ... . {d

His admission as a partner of )
Lewisohn' & Co, was previously: !

MaxJa;quin,Jr. W

reported 'in - the “Chromcle” of
‘June 20th, 3

would be far more painful than -



; ment of mdependent ol lousw
mess-'in' the Umted States,  not'|
only take the lead in' nallmg this
propaganda. and bringing about a.
i«clearer understanding: of ;the ‘root

¥

? 'productxon
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A Program for Inllahon Control

(Contmued from page 204)

causes:. of the ~present  inflation,
but that NARGUS recommend to
--the Government and people. of the

United States a realistic: sprogram |

to combat it. - No: one wants in-
flation except a corporal’s guard

of ‘gamblers and specuiators And’

no one stands to lose more if the
present inflation = continues . to

amount: than does' the small busr-'

ness man,
- What is- the cause. of today s
rapldly ising prices? -
stated in-a very few words.

. Inflation'is produced by a short—
age of goods-and services in rela-
tion to effective consumer pur-
chasing power.

In other words, along with lag-

ging production and shortages -of |
almost everything, there is a-large |-

supply of money. in. the hands of
those who wish to spend it. -

But why the shortages of al-
most everything except money?

Of. courze’ it. takes time; and
would take time even’ under the
most -favorable cireumstances, to
reconvert to peacetime. produc-—
tlon

* But that “is not the whole an-
swer -and here ‘we - ¢ome upon
'something that Mr. Bowles avoids
as he would ‘the plague; to wit,|
the fact that the Government! it-
self has been and still is directly
and unnecessarily contributing'to.
these mflatlonary pressures, It
“has. been and is doing this in at

&S least four:different ways:
“1." Continued  deficit: spending.
Informed observers agree that the’

$reatest eéxpansion in our monhey
- supply ‘results from Government

borrowing from the commercial}
This borrowing {:

banking system.
is reflected in an increasing vel-

--time"of “bank ‘credit, which adds|

1o the supply of ‘money.  Aceord<
ing to'Marriner Eccles, Chairman
«of the Federal Reserve Board, in

thé months of November and De-

<ember alone, the  commercial and realistic: contribution: o the’

banks created+ ‘11 billion dollars of
- -new money; while increasing their

Toldings of Government securlties-

by.7 billion.::

... 2. Raising pnces by increasmg
.wages. The only way that rising
scosts can be met without inflating
Ahe price level and. still protect
‘essential proflts is by expanding:

.eials 'who have directed our in-
: Flation control efforts. As far back
“ias July 1, 1945, Judge 'Vinson, who
was then Director of the Office of
“War :Mobilization :and: Reconver-
-sion, advocated increases in wage

rates. to. sustain purchasing power.

“gaused by the reduction in take- |
tome pay. The result of this pol= |,
iey, and of false and misleading

. -propaganda released by:the De-

partment  of * Commerce, which
purported to prove thata.25% in-
wcrease in wages could be granted
without. any . increase .in _ prices,

<vas . to encourage every labor

group in the country to demand

higher and higher wages. In ad-
© adition, the .Government. has, in
«ffect, invited.. strikes by demon-
$trat1ng to union 1eaders that, by
striking and bringing about: Gov-
ernment seizure, they can obtain
etter terms than they can from
Private management through col-
Jective bargaining.

* {3, Strangling and dlstortlng pro-

«luction .and .depreciating. quallty

JAs a result of the Administration’s.

stubborn adherence to unwork-
able and Cornmumst—slanted pol-
Feies. of price control, we have a

', imeat and butter famine. The story

s essentially the same in the case
of clothes 'and ' other -vitally-
meeded consumer goods, Notwith-
standing . the unprecedented  sup-
ply of money, the American scale
of living has deteriorated in im-

ortant " respects ' to the lowest
I)vel in our hlstory The dlsgrace-

-It. ean be.

However, this fact|

* dhag:apparently escaped $he.offle ‘gency - Relief’ Program is. now || o | et

e .,e.m..& mtuatron IS ~one. of
many. examples. .

4, Even now,. the Admmxstra-
tion is' “lending”’ billions ' of .dol=]
lars of! the’ taxpayers ‘money ‘to|.

enable ‘them 't6 compete “in this
market. for scarce goods,
That’s. 'the record, Ladies and
Gentlemen, and as'I ‘have already
said ‘and ‘again . repeat: for em-
phasis; the best evidence of OPA’s
1nabil.ty to stem this rising tide of
Government-fostered ‘ inflation’. is
what has alrcady happened de~
spite OPA.

know it—there’is only one way-to
relieve these growing. inflationary .
pressures short of a final blow-up
and collapse, This is:

First; the expendrtures of the
Federal Government must be re-.

duced to a point where it-can live|.

within its income,

Second, we must begm the or-~
derly retlrement “of. the pubhc
debt. And,

Third, the Government must
give. every possible -aid. and en-
couragement to industry and agr:-
culture to produce:-at maximum-
output by eliminating any and all
restaints. on production.

I hope this Convention will take
« firm-stand in support.of these
fundamental principles of eco-
nomics.and government. . In. do-
ing so, it will- accomphsh three
things:

It will deﬁate the: demagogxc
nropaganda-now: pouring ‘out -of
‘Washington=—propagandadesigned
to:confuse.and ‘mislead the:Amer=:
icanipeople.and absolve the Ad-|
ministration of. -responsibility ‘for
the potentially disastrous. :conse-~

tionary policies, .

ministrators of these policies from:
‘transferring the blame for the re-
'sulting .inflation -from ‘themselves:
to those members. of Congress.who

| voted‘ to amend- the pnce control

law
And: finally, it wxll be:a'direct|

cause of mflatwn control

s Rationing 3%
There is still gome’ talk ‘in; ‘and/
out of 'Washington about'the re:
sumption’ of food.rationing. How-
ever, 1 do .not personally -believe
this" wrll_ be attempted for two
reasons:

"In‘the first place,’ the Emer-

definitely “over the hump" and’
world-wide” ‘famine this . summer
has: been” averted. : According to
the Department .of: AgncuIture by
rJuly-.10,: this country will’ have’
met:its nromlsed export ‘quota - of
5,500,000 tons of wheat,

; And of. course if this: were not
S0, off1c1a1 rationing: could not be

year’s food crisis,

poses .that the Administration in
vower. -would ' be: somewhat loath
to re-impose rationing in an-elec-
tlon year,:

+In any event,,offmlal ratlomng
is not" the .answer: to. our. peace-

| time . food ‘problems and - if ‘it |}

should be seriously proposed; re-
tail grocers should—and T know
:hey ‘will—go - all-out in 0pp051-
101‘!

Labor Relations and Food fosts .

-.The "subject. of labor relations
is, of.an ever.-growmg concern to
the retail grocer. In"the larger
cities more ‘and more etores ‘are
becoming unionized, thus impos=
ing a new and heavy responsibil-
ity on'managers and proprietors.
There is also the indirect éffect
‘on your operations of strikes in
such basic industries as steel, coal,
meat packing, rail transport and
so on, Time will not now permit of
any detalled discussion of this im-

portant subject, although it seems
a safe predlctron that it will re-

L 0 DUt L S B o Tl PR |

bankrupt forelgn ‘governments 16| "ample, :laboring jobswith con-

.Of course — and Mr. Bowlesz
knows this as.well -as you and I|

It will keep'the authors and ad~ :

resumed in time to help mth thls ' -',

- In the.second:place, one sup—'

qmre a larger and larger share of
your, attention from: now -on. i

There is, however, one aspect
.|.of i the:. problem. ‘upon -which I

'should like to touch briefly, I re-

11er to the already great and . still
growing disparity. between . the

| wages/ paid: - {arim and mdustrlal

workers.

Around Washmgton, for ex-
| tractors, pay from 90 cents to $1.05
an hour, or around $40 for a 40-
hour week..

‘Farm JObS pay $25 to! $35 a

| week for a 70-hour week.
The. result, according to a re-.

cent survey by the Washmgton
“Times-Herald,” is .that 50%. -
| the farm labor of that area is on

an “‘unofficial but all too effectxve

strike.’
In testifying agamst the pend=

ing ‘65-cent minimum wage bill,:

Edward ‘A. O’Neal, President ‘of
the«American Farm Bureau Fed-

eration, stated. only. the obvious |

when' he said;

“The proposed increases in the
minimum-wage rates would throw
farm prlces and labor costs out of
balance. .. : Farmers have to com=
pete- w1th mdustry m obtammg
farm labor.”

‘One result of this dlaparxty will,
of course, be—as the operators are
able to obtain the necessary equip-
ment—the “increased ‘mechaniza«
tion of farms and thé permanent
liquidation of a 1arge number of
farm jobs.

Anothey consequence, 1 or ‘50 . 1t
seems to me, is going to be higher
and higher- prices {for-food at the
farm or producer level. - Under

ordinary circumstances, mechani~

zation” and - the tirend towards
larger - farms  would make for

‘Jower~production costs: - Against’

any:such theoretical savings, how=

ever, ‘..m'ust be. charged. the much:

farm'and industrial wages.

higher wages the ' farmer  will
have 'to pay to such help as he
may ' require, plus ' higher . : and
higher: costs ~of - machinery, ' fer-
tilizer; and so on. " ..

In other words, " the Govern-
ment’s fiscal -and: labor  policies
have produced a fundamental dis-
location in the: economics of food
production ‘and whether farm la-,
bor is unionized or not, this dis-'

- location will have to be ‘corrected
And while Mr, Bowles favored the

highly- m.flatlonary minimum wage
bill and, to the' best of my knowl=
edge, has never opposed any unior
demand. : for ©. higher ' industria’

Wwages, ‘American consumers . ar¢
| going: to have to pay the cost of

eliminating this disparity .betweer
Ac-
cording to the newspaper survey
which I.mentioned a few minutes
ago, some of the Maryland farm-:

ers interviewed are now predict-’

ing $1,25 a pound butter.

The only thing I can think of
that would break this vicious eir-
cle.'of higher and higher costs
which,. in -turn, result in' higher

and -higher prices, with all that

this means in terms of sales vol-
ume and nutritional standards, is
such corrective . labor. legislation

gaining power .between unions jof

industrial workers ‘and manage-

ment, . So long:.as the unions re-
gard . each suc_cessive raise  as
merely. ‘a “down-payment,” and
the Government supports them in
this pohcy all wages are going up
and the cost of food and every-
thing else. produced is going to
follow until the final blow-up and
collapse. -,

- We should also make certam——
‘and your Association. thinks it is

making certain—that in the cur~

‘went  Congressional investigation
of the spread between what the

| the order  of the day.
 seems at times that the whole of

farmer. gets and: what the ‘con~
sumer . pays, -these’ Government~
sponsored, - additional | costs ' at’
every level of production and dis~
tnbutlon -are taken: fully into ac—«
count %

; Conclusion : :

So many things are happemng*
these days—things that vitally af~
fect the lives and businesses of all
of us——that it is difficult to arrive
at a satisfactory perspective and,’
in a report of this kind, to asslgn
proper priorities,

One has the queer feelmg that
time ¢ itself ' is bemg telescoped.
More happens in' one year now
than used to happen in ten, Crisis
follows  on . crisis ~and’ change,
revolutionary and bewildering, is
It even

our civilization ‘is 'in’ a’ state  of
rapid :and progresswe dlsmtegra—
tion.

So the fmal thought ' I leave
with you is simply ‘this: The com=
ing year is going to be a mighty
good tme for all of us to keep our
heads. As I have already stated,
we are going to have more infla~
tion, but it will pass.  There may -
even be a war alarm in the fall,

-as. will restore the balance in bar- phut sctial tehiing does poy scem

to be in the cards for at least five
years.  The country’s ‘in a: big
mess; but it’s a big country, with
enormous . vitality ‘and powers of
recuperation. We seem to be om
dead center now partly because
as Walter Lipmann has observed,
we have what really amounts to a
caretaker government. ' The men
who fought the war and who will
run the country and shape the fu-
ture have not yet had time to take
over.

So let’s face the future calmly,
but with both courage and conh»

dence,

‘quences’ of “its. own- highly. mfla- § I

)

G H Walker & Co.

JThis-is under. no ctrcumstances to be construed as an of/efmg of t)vls stock ‘for sale, or
w8 an offer to buy, .or as . solicitgtion of ‘an. of fer to buy; eny of such: Stoek. The
« = offer.is-made only. by ‘means-of  the Prospectus. This is pubushed on behalf
i of only those of the undersigned. who are: reyistered dealera in secur-

ttzes in this State.

R E FUNSTEN COMPANY

15, 684 Shares

41/2 o CumulatWe Convertible Preferr_ed Stock

(Par Value $50 Per Share) |
Prlce $51 Per Share

196 137 Shares

- Common Stock
(Pa,r Value $1 Per, Share):

- ‘Prrce $IL8‘7}/2 wPer Share

C'opzes of the’ pros vectus ure obtainable only from such of the. undersigned
) as are‘rcgzstered dealers in securitws m thio State.

Alex. Brown & Sons
- Boettcher and Company i

Bacon, Whlpple & Co. Scherck, Rlchter Company
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Morgan & Co. -
Rauscher Plerce & Co. |

 Hill Brothers
Pitman & Co. |
 Courts & Co.
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By WILLIAM McKAY °

Securities

Wall Street is confident it will have some idea by the end of this

. week, or the first of next, just what will be the real effect on the
“prices of Canadian securities of the action taken by Finance Minister

- J. L. Tisley of the Ottawa Government last Friday, pegging the Cana-

-.dian. dollar at par with the American dollar. - Complete equilibrium
"in the new situation is not expected to be attained for all of two

months, however. :
' As anticipated by investors in
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the event of just such  circum-
stances as have developed, the in-
dications are strong that where
the principal market for a se-
curity is in Canada, the price will
tend  downward  but move upi-
ward here, and that where the
principal market is in the United
States, the price will remain firm
here but decline in Canada.

Some confusion regarding the
value of their Canadian securities
existed among the bankers and
traders ‘in New ‘York when the
markets opened Moénday morning
as it was generally wondered how
the new Canadian dollar would be
accepted, but the picture of things
to come began to take form when
the discount ‘on’ Canadian funds
was quoted at from 2 to 0.4975%.
Trading was light and hesitant
and uniformity. in prices was not
to be found, This was true else~
where in the country, too.

It gradualiy became clear, how-
ever, that Canada had acted in
the realization ‘that her currency
had been undervalued — perhaps
for too long a time—and that she
wag anxious to utilize such legit-
imate means at her command to
cushion the effect on herself of the
inflationary trends, given acceler—
ation by the lifting of price con-
trols, in the United States.". ,

A free market in securities does
not' exist in Canada because the
war-born regulations of the For-
eign Exchange Control Board per-
taining 1o the- sale of securities
on the Canadian exchanges and

‘| the movement of funds out of
‘| Canada are ‘still in effect there.

For fear of heavy liquidation of
Canadian securities by non-resi-
dent ‘owners, it is unlikely that
the board will relax these regula-
tions ‘at this time, either. Thus,
adjustments as are being and will
be made in the prices of the se-
curities must reflect to some ex-
tent at least the restrictive char-
acter of the whole Canadian 'se-
curities market, '° 0

" “Imports from the United States

will now cost ‘Canada about 10%
less,: or about $46,000,000 a year
less, at.the present rate as can
readily be seen from the fact that
from: January  to May, for in-
stance, Canadian ' imports from
this country totaled $511,762,000,
while exports ran to $329,000,000.
However, any ' inflationary - in-
crease in the prices of American
goods would tend to reduce or nul-
lify the advantage' o Canadian
buyers which parity gives them.
Gold mining and the tourist in-
dustry in Canada are particularly
hard' hit by parity. Gold which
has been commanding $38.50 an
ounce, or $3.50, above the Amer-
ican price, at the Bank of Canada
will now be worth only $35 an
ounce and the American touyrist
will now no longer receive the
premium of ten cents on every
dollar he brings to Canada.

By M}'.Allsley.’s action of last

Friday, banks and other author-; -

ized agents of the Foreign Ex-—
change Control Board were di-
rected to purchase United States
dollars at $1.00 in Canadian funds
and ‘to sell at $1.00%, Similarly,
the buying rate of pounds sterling
was fixed at $4.02 and' the selling
rate of $4.04." Previously, Amer-
ican  dollars, were purchased at
$1.10 in ' Canadian money 'and
were sold at $1.10%. The buying
rate for pounds sterling' was $4.43
and the selling rate $4.45. s

Mr. Ilsley made it clear in mak-
ing the announcement that he did
not believe the establishment of
parity at this time was in conflict
with the rules laid down at Bret-
ton Woods and subsequently. for
exchange stabilization and mone-
tary control. He revealed that
Canada planned to notify the Fund
that the new rate is the proper
initial rate for the country at the
time the Fund commences to op-
erate;; ; 3

One of the immediate effects
of the establishment of Canadian
dollar parity on the New York in-
vestment market was the six-day
postponement toJuly 15 of the
competitive bidding for the three
bond issues: of Gatineau Power
Co., totaling $64,000,000, to give
the bidders te chance to reap-
praise the proposition in the light
of the new circumstances.

L] & #*
Dividend Payments

Dividend payments: by stocks
listed on-the Montreal Stock Ex-
change and the Montreal Curb
during the first six months of this
year amounted to $131,616,031,
compared with $135,719,955 in the
similar period last year, or a de-
cline of $4,103,924. The dividend
payments in June: alone totaled
$45,121,812, compared with $49,-
510,157 in June, 1945. The divi-
dend payments for July, accord-
ing to: preliminary estimates, will
be up 39.9% from the correspond-
ing month of a’year ago.

A g i

" Electric Power Consumption

« Down :

The Hydro-Electric Power Com-
mission of Ontario has revealed
a decrease of 2.8% or approx-
imately 66,000 horsepower in pri-
mary power loads for the month
of May as compared with the
corresponding month of last'year.
3 s L % [ A s

Crop Outlook Good

The condition of spring grain
crops in the Provinee of Ontario
at June 15 has been reported by
the Ontario Department of Agri-
culture as quite promising, Past-
ures which were very slow  in
getting started this season’ be-
cause of late frosts and dry
weather during May were said to
have made good growth in more
recent  weeks due to a more
plentiful supply of moisture and
occasional warm days. Good prog-
ress was also indicated in the
seeding of all late crops in the
province, The production - of
creamery butter in Ontario during
May was reported as 10.9% less
than in:the same month of last
year.
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< Under changes  announced ' on
June 27 by Minister of Finance
J. L. 1lsley the Canadian Govern—
ment plans to put into -effect on
Jan. 1, 1947 far-reaching taxation
amendments, involving ‘increased
exemptions and complex re-
visions.' According 'to Canadian
Press advices ' from ' Ottawa the
changes will remove from more
than 500,000 Canadians the bur-
den of paying personal income
taxes and ease the:load for the
taxpayer generally, A reduction
in personal: income taxes which
will free about one-quarter of the
present  tax-payers 'and cut the
rates for the majority from 10 to
15% is proposed said Associated
Press advices from Ottawa, which
in a summary of some of the
changes, said:

The new program, effective Jan.
1, 1947, will raise the exemption
level for single persons from $660
to $750 and for married persons
without dependents from $1,200 to
$1,500. This' would . release be-
tween 550,000 and 600,000 persons
now ‘paying’ taxes.

The reductions were announced
in Parliament by Finance Minister
Ilsley, presenting his budget for

v

the 194647 fiscal year ending;

next March 31, For the current
calendar year the income taxes
will remain at their present level,
which last October was reduced
by 16% from the high wartime
level. ;

Also effective Jan. 1, flat-rate
taxes on corporate incomes will
be reduced from 40% to 30%.
The excess-profits tax is to re-
main in effect. But!effective Jan.
1,'it will be reduced from 20% .to
15%, and sole proprietors and
partnerships will be exempt,

From the Canadian Press aec-
counts, June 27 as given in the
Montreal “Gazette” we quote in
part as follows:

. In brief, Mr. Ilsley estimated
the over-all effect of the proposals
will be to reduce income tax rev-

enues for a full year, assuming |

the present level of incomes, by
approximately = $143,000,000, . or
about 23%. These reduections will
be in addition to the flat 16% re-
duction in personal income taxes
in the last budget. :
By the raising of exemptions;
taxpayers immediately above the

new exemptions will have their’

taxes reduced by 50 to 75%, with
‘this scaling down to approxim-
‘ately 10 to 15% for the majority
of taxpayers.

Here are the main proposals:

1. Exemptions for married per-
song - to. be raised from $1,200 to
$1,500.

2. Exemptions for single per-
sons. to - be raised from: $660 to
$750. &

3. All children to be classed as
family ~allowance recipients for
personal income tax purposes.
"4, Flat deduction of $100 to be
allowed from: income for each
child eligible for family allow-
ances,

5. Flat deduction of $300 to be
allowed from income for each de-
pendent over 16 and not eligible
for family allowances.

6. Taxation of husband and
working ~wife to be  placed on
more equitable. basis.

7. Board of tax appeals to be es-
tablished to hear appeals from in-

Canadian Income Taxes To Be Lowered

come lax assessments for 1946 and
succeeding  years.

. 8. Complete  overhauling ' and
simplification of personal income
tax rate structures proposed.

9. Farmers and fishermen to be
allqwed to pay tax on the kasis of
their average income over a
three-year period. :

10. Members of the armed forces
to be treated for tax purposes on
the 'same basis as civilians, ex—
cept those outside the Western
Hemisphere who have not: gone
into the permanent forces by Jan.
1, 1947 ; il
- 11, Special " provisions relating
to merchant marine to be with~
drawn at'the end of this year.

Mr. Ilsley also proposed various
other amendments, ’

Through one of these, a husband
and wife each having incomes in
excess of $750 annually will each
be taxed as single. This was the
law until 1942, when the husband
wag allowed to retain the marital
allowances as a means of encour-
aging married women to iake em—~
ployment in wartime,

David May Elecled
Dir. of Hunt Foods

David May was .elected a di-
rector of Hunt Foods, Inc. at the

annual meeting ' of stockholders.
Mr. --May
Vice-President
and " on  the
- Board of  Di~ .
rectors of the
May Depart-
ment Stores
. Company and
is in charge of
style mer-
chandising for
§ - the company’s
Los ‘Angeles
and - Wilshire
stores. He isa
graduate ¢ of
Stanford Uni-
versity, has
. taken +an
active . part in the department
stores” activities since joining the
company, and was appointed Vice~
President in 1941. g

S i ;
T. M. Foristall Enters '
o g » <
Fin. Consultant Field
Thomas M, Foristall, editor of
The Inquiring Investor column of .
The Wall Street “Journal” for the
past 12 years, and affiliated with
the Dow-Jones organization since
graduation from Harvard Univer=
sity in 1925, has established offices
as financial consultant at 70 Pine
Street. . :

David May,

Curb Membership Transfer

At -a regular meeting of the
board of governors of the Curh
Exchange on July 3, the transfer

.of regular membership of Hans S.

Rothschild, deceased,' to: Richard
S. Rothschild, Sutro Brothers &
Co., 120 Broadway, New York 5,
N. Y, was approved.

o  FOR .
HELP WANTED o POSITIONS WANTED
OTHER CLASSIFIED ADS
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Cotton and Postwar World

(Continued from page 203)

Beginning in the middle seventies
the merchandise trade balance of
the United States shifted from an
‘excess of imports to an excess of
‘exports.. With the exception of a
few years about two decades later
this = excess ' has  continued  un-

‘broken. From : that time on we
+have sold more goods abroad each

year than we bought regardless of
the shifts in the country’s debtor-
creditor position. During most of
this period ‘the major item on the
export side was cotton.

You are familiar, I am sure,
with the vicissitudes of our an-
nual export values. Even if we
confine ourselves to the peace-
time  years we  find that "the

.swings were wide, For example,

our exports fell from $5,241-mil-
lion ' in 1929 to $1,611-million in
1932. The importance of cotton in
these shipments is in part shown
by the fact that whereas cotton

“exports represented 14%  of  the

total in 1929 they constituted 20%
of the smaller exports of 1932.
Cotton'is an essential commodity
of commerce; its use is universal
and related to the daily life of the
individual consumer. .

Decline in Percentage of Cotton
Exports

This is; however, only part of
the story. For some time after the
shift from a net import to a net
export balance during the seven-
ties cotton' exports represented
approximately  40% of our total
merchandise exports. From the
middle seventies to the beginning
of the first world war this per-
centage ranged roughly from 20
1o 30%. American cotton achieved
a position where approximately
60% of the total production of the
United States was exported. Yet
we.did not have a monopoly:in
supplying - the  world’s . require-
of the raw
cotton consumed abroad was rep-
resented by that part of our pro-
duction which was exported. The
price of cotton was fixed in the
world markets by supply and de-
mand. . The heavy annual remit-
tances which the United States as
a debtor nation was required to
make in payment of interest and

- amortization simplified the prob-

lem of payment for what would
have . become :agricultural : sur-
pluses had the means ‘for sale
abroad' hot been so ample.

With this country’s shift from
net debtor to net creditor the vol-
ume of cotton exports'in relation
to the value of ‘total ‘exports fell.
Only during a few years after the
end ‘of the first world war did
cotton represent 20% or more of
the total. After the middle thirties
the percentage fell sharply until
in each of the vears 1928 and 1939
it amounted ‘to only 7%.

I do not imply by these com-
parisons that the cotton producers
of this country can find a satis-
factory statistical expression for
their exports only in a high per-
centage of total merchandise ex-
ports. Yet the place of basic tex-

- tile fibers in the world’s trade is

so closely  associated with = the
level of world prosperity and of
standards of life that any rapid
detline in the general position of
United States cotton is not with-
out significance, The actual per-
centage may be expected to de-
cline for reasons to be stated later,
The sharpness in the drop should
not be viewed with indifference.
During the century prior to the
first world war goods moved with
a relatively high degree of free-
dom in world  commerce. Credi-
tor countries and debtor. countries
bore a: complementary. economic
Each
needed, in general, what the other
produced. Both moved forward to

.higher production levels in an ex-
2 panding  world economy. : Under

these .conditions. the gold stand-
ard worked well as a device for
providing the world with stable

currencies, - Our’ moderate tariff_

pitized: for FRASER
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Trade

rates proved no real obstacle to
the availability of dollars to for-
eigners' for the purchase of our
goods.  As already indicated, our
dividend, interest, and amortiza-
tion payments were then an im-
portant source of dollars and our
cotton, as. well ‘as other agricul~
tural  products,. moved in large

-volume into foreign markets. So

long as all conditions essential to
moving ' these  commodities ' into
foreign markets existed we had no
problem of burdensome surpluses.

U. S. As a Creditor Nation

The history of the United States
as a creditor nation applies to a
period during which international
trade has not been in particularly
good economic health. This state-
ment implies no necessary causal
‘connection.” Yet it might have a
salutary effect were we to indulge
in occasional study of this period.,
During much of the period since
the first world war we haveé as-
sumed, perhaps not always con-
sciously, that world trade can
prosper even though sound eco-
nomjic health prevail only at the
selling end of the transaction, We
know now that an interdependent
world, knitted more and more to-
gether into a smaller and smaller
world community, can not long
live in peace half depressed and
half prosperous,. Ultimately pros-
perity: and peace are: likely to
vanish together. =~

The: developments in world
trade and finance during and after
the early thirties are a familiar
story. The effect which a trading
system characterized by unsound
economic practices can have on a
single segment of our economy is
shown in this country’s commer-
cial experience' with ‘Germany.
The German bilateral trade ar-
rangements with various countries

of Europe and Latin America had

the..effect. of diverting ‘the pur-
chase of raw cotton for the use
of German mills away from the
usual suppliers and toward. those
countries with which Germany

| had so-called “compensation” ar=

rangements. These required the
other countries to use the pro-
ceeds of their sales to Germany
exclusively for the purchase of

German products, The percentage |

of Germany’s total cotton imports
obtained from the United States
fell from 75% in 1933 to 60% in
1934, to 28% in 1935, and to 18%
in 1938. The drop in these im-
ports was in part compensated by

increased imports from a number |

of other. cotton-growing coun-
tries. As trade assumed more and
more the form of economic war-
fare the development of syn-
thetic products, often on an un-
economic basis, was given, con-
siderable official encouragement.
Such developments obviously do
not. contribute to a sound world
trade. : Fortunately -we have had
full opportunity to appraise the
evil effects of such policies and
have turned our course in the op-~
posite direction,

Postwar  International Trading
System

" The United States has too much|

at stake to be indifferent to the
kind of trading system we shall
have throughout the commercial
world after the war. We have ap-
proximately = one - half of the
world’s: industrial capacity. - The
United States is the world’s prin-

| cipal producer of various agricul-

tural” products, including  cotton.
The United States must have a
postwar world which can do busi-
ness ‘with itself, The exchange of
goods and services must be in

large volume, As a creditor na-
tion we must rely on international
trade volume as the means where-
by -dollars will 'be.available in

-adequate’ amount to our foreign

customers.. We can no longer rely
on Americans.: who are indebted
abroad - to provide: the 'means

whereby ' our ' agricultural and
other exports can be financed.
Viewed 'in proper perspective
this country’s international ‘posi=
tion can be a powerful construc-
tive force in the postwar world.
Our present creditor position, not
the nineteenth-century debtor po-
sition, must, however, govern our
economic - thinking.'' The United
States has become 'a more mature
industrial nation since the' close
of the nineteenth century. By the
turn of the century our export of
manufactured products was rap-
idly becoming a relatively larger
part of our total shipments abroad.
Agricultural products, though re~
maining  large in the absolute,
were gradually falling behind as
a percentage of total exports. We
must expect that in the future the
export of certain durable consu-
mer products and other manufac-
tures will rise in'value both rela-
tively and absolutely. With' this
rise total foreign buying power in
this country will rise as our pur-
chases abroad of raw materials
and other products—also services
—rise in . consonance  with the
level of domestic business activity.
The export of such: products as
cotton, will be stimulated under
such conditions, not in the sénse
that the high percentages in cot-
ton production of the late nine-
teenth century will again be ex-
ported but in the sense’ that cot-
ton shipments abroad can again
become a factor . in guarding
against burdensome surpluses.

A New Policy Required

The . foreign* trade ' difficulties;
especially in agricultural products,
which became associated with our
growing creditor - position - after
the first world war were due less
to our being at the receiving end
of the net:interest and dividend
account than'to:the fact that we
pursued policies . which subjected

world commerce to the forces of | p,

contraction . rather than to. the
forces of .expansion. ‘We found
ourselves trying to do business in
a world in which more and more
countries were suffefing from ec-
onomic “malnutrition” due to for-
eign exchange shortages. In such
a world, buying power tended to
decline sharply. The effect of this
passed to the supplying countries
where. surpluses accumulate as a
consequence.

"The two conditions which are
fundamentally necessary if. our
goods, particularly agricultural
products, are to move into world
trade  after the war are (1) the
availability - of dollar . exchange,

and (2) the price which will move
the goods in a free competitive
market, g :

The importance of the first is
implicit in what I have already
said,. The Bretton Woods institu-
tions—the International Monetary
Fund and the International Bank
—the proposed British loan, and
the steps under way: to broaden
the Trade Agreements Program
and to undertake, by international
agreement, the removal or easing
of international trade and ex-
change restrictions--all these for-
mally recognize foreign trade'as a
two-way affair.’ In'the long-run
our imports must finance our: ex-
ports. “Since  the value of United
States imports tends to move in
direct relationship with the level
of national prosperity and. well-
being: we' can see all the more
clearly that prosperity, even for

a single class: of producers, is in|:

the ‘long-run possible only under
a trading system  that  permits
goods to move' into'their normal
markets in large volume.

The question of price is an in-
volved subject and I am not qual~
ified to discuss it in detail. ‘The
history of expanded cotton pro-
duction ‘in certain foreign coun-
tries and of the development of
synthetic fibers is quite clear in
its implications relative to the
price at!which: ‘American cotton
can regain a strong position in
the foreign trade of this country.
To what extent the answer to the
problem lies in mechanization and
other' technological developments
is ‘more clearly within the prov-

ince ‘of certain other participants|

here than in mine.  Such gains in

technology and:in correspondingly

lower costs of production usually
assure. wider markets, especially
if they continue to a broadening
of the base of economic activity.

I have already referred to. the
longer-range means whereby we

currencies on a stable level and
whereby: no chronic shortage  of
dollars will again face the coun-
tries trying to purchase our goods
and services. ‘As I have indicated;
dollars must in the long-run be
made available through the ex-
change of goods and ' services;
Here is where perhaps: the Inter-
national ‘Fund’s greatest opportu-
nity lies. While the world. is
struggling back to the rehabilita-
tion of national economies the
chief  source -of  dollars: must be
found elsewhere. Since many
countries require- our cotton for
immediate purposes of rehabilita-
tion and recovery it is natural

T T I b diniba—"

ope to  maintain  international |«

that special credits be made avail-
ablé towards thi§ erid.. . = -

Operations of Export-Impert Bank

. In its First Semi-Annual,Report
the * Export-Import Bank  stated
that  in . October, 1945, a  credit
line of $100 millions had been set -
up for the specific' purpose of fi~-"
nancing exports of:raw: cotton to
European countries; 'To: date the
Bank has made allocations to Fin=
land in the amount of $5 millions,
to Italy in the amount of $25 mil-
lions,  to -~ Netherlands . in . the
amount  of *$10 millions, ‘and to -
Czechoslovakia 'in-the amount of
$20 millions. If fully utilized, this
credit would finance the export of
approximately 800,000 bales  of
cotton, Also, & cotton credit in the
amount of $33:millions to China
was authorized by the Bank ‘in .
January .of this year. g
Our real “interest lies' beyond
these interim measures. Machin~-
‘ery for financing our exports is
always essential put trade itself
must  be ‘self-sustaining” if = eco~
nomic good health is to prevail at
each end of the transaction. In
view of the dominant position o¢-
cupied by cotton in our domestic
economy. and.in our contribution
to world commerce I shall take
the liberty to quote from my talk
of May 24 before the Seattle
Chamber of Commerce in obsery-
ance of Foreign Trade Week:
“The  United States has a
strong - national interest in an
expanded postwar  trade, not
~only as a means of maintaining
maximum domestic employment
and production but also as a -
means of making the most eco-
nomical use of our human and:
material resources. Our interest
in foreign trade is broader than
economic  considerations alone
would suggest. Our' economic '
position’ in' world affairs car-
rieswith it a heavyresponsibility
for contributing to world pros- -
perity by working towards a:
high volume of foreign trade
and foreign investment. More~
over, we have too much at stake
to warrant overlooking the po- .
tentialities for preserving peace
by directing our resources to
the - maintenance of economic
progress.”

Leverett in Dallas :
DALLAS, TEX. — TFred P,
Leverett is engaging in the securi-~
‘ties business from offices in the
‘Hil‘on Hotel. In the past he did -
business as an ‘individual dealer
“in Dallas. . : e

This advertisement is not and is under no circumstances to be construed
as an offering of this Stock for sale or as a solicitation of an offer
to buy any ofk such Stock. The offering is made only by the Prospectus.

- *134,814 Shares

CORO, INC.

. Common Stock
(Without Par Value)

*Subject to the terms of the- Underwriting Agreement summarized in the Prospectus,

45,660 of these shares are to be purchased from the Corporation by the Underwriters
and 75,000 shares are to be purchased from certain shareholders by the Underwriters.

The remaining 14,154 shares which are being offered
- holders represent that portion of the 59,814 shares to

bgethe Corporation to its stock-
sold by the Corporation as

to which: stockholders have not waived theif subscription rights. Subject to the terms

of said Agreement,
of said 14,154 shares.

, the Underwriters have agreed to purchase the unsubscribed portion

Price $24.50 per share o

““Copies of the Prospectus may be obiained from the undersigned,
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 Emanuel, Dectjen & Co.
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WSecurities Salesman’s Corner
!'“' By JOHN DUTTON == o

+..v.Some years ‘ago, it :was during the depression thirties, we met
‘@ salesman who was making ‘big money: selling vacuum' cleaners.
: There were many house to ‘house canvassers 'inthose lean days.
. Most.of them barely made a living and few stuck to:the job' long
enough to give this difficult selling field a fair test.; But this fellow
was different—he made big money when other salesmen in his own
line (also in the securities business): were just existing.: - ; ;i
" There is a vast difference heiween selling vacuum cleaners, on
a house to house basis, and selling securities. But there are some
fundamental problems involved. in selling everything: that are of
@ similar nature; and there is one. thing that this vacuum cleaner
fellow did that helped him make a success. It can be applied to the
- sale of securities; or anything else for that matter. ;
"He took an interest in his customers. While some of his com=
peting salesman were only interest in selling a machine and receiving |
their commission, HE° WENT BACK TO SEE HIS CUSTOMERS
" AFTER HE HAD MADE THE SALE. Several weeks after they-had
ithe machine, he would call and ask if there were any questions
‘co_ncerning' its operation which' the ‘customer might like to have
" answered. He wanted to be certain that they understood how they
-should best use all the appliances. .Usually the housewife had quite
. a few questions to ‘ask him, He spent some time in furthering her
i knowledge of how to get the most benefit.from' the machine. Then
he had some cards made giving his name, his’ home address and
- telephone number, as well as his office telephone and address. He
..1old his customer ‘that if anything ever neeéded attention regarding
. her vaecuum-cleaner that she should call him, AND IF' IT WERE AN
EMERGENCY ‘TO CALL HIM AT HIS HOME AND HE WOULD
SEE TO IT THAT PROMPT ATTENTION WOULD BE FORTHCOM-
“.ING, When he put the vacuum’ cleaner away in the tool closet or
the room where it was kept, he asked the housewife if 'he could
' place the card on the back of the door or in some other convenient
place, so that she would:always have his number handy if needed.
This was, the beginning of a clientele. THIS LITTLE CARD AND
. "'THE COURTESY CALL THAT HE MADE AFTER HE COMPLETED
+THE SALE WAS THE BASIS FOR HIS SUCCESS. It was not long
Jf_until he ‘graduated from’ the ranks of a house to house. canvasser,
- irto a salesman who was recommended by his customers to others,

i+, How do you encourage your customers to:think about you when
their friends want to buy securities? Do you keep in touch with
them after they havé made an investment? That is where the aver-
age salesman falls down,.The top: producers in the securities business
' do not. wait until they have something to sell their customers; or’
" trade them out'of something into something else, before ‘they get in
- touch with them. THEY ARE ALWAYS REMINDING THEIR CUS-
. 'TOMERS THAT AS FAR AS-THEY ARE CONCERNED THEY ARE
THINKING OF 'THEIR INTERESTS FIRST. i
~.* How do you do ‘this? ' It is' the simplest thing in the world.
+ First you get 'hold of a pair of scissors. 'Then you subscribe to-several
-of the best financial publications, daily! papers; etc. Each morning
- you sit down at your,desk for about fifteen minutes and scan every
important: announcement regarding companies,’ industries, business
irends ete. You cull out those which will be of interest to your
customer. “You can also, if you wish, have a few forms printed
‘with your name, telephone number, and your firm’s address thereon,
Jeaving a small space blank for your written message. You ‘can
attach tpese personal notes to the clippings, stick them in an envelope
and mail them out. You will be surprised that after a while your
own customers will volunteer information regarding some securities
‘that even you never dreamed that they owned. You will increase
your opportunities for doing business: with your regular customers
by thls' fact alone. And if you want .them to remember you ‘when
they think of stocks and bonds, just try it for a while. ;

. We are always interested in the people who are interested in
us. If you want customers who don’t have to be sold—prove io
them that you are not only capable of helping them in a better way
than they can help: themselves—but also that THEIR WELFARE IS
FOREMOST_IN YOUB MIND. You can be your own best advertising
gifrrll,csy;a_lll it takes is a’scissors, some’financial ‘papers, and Uncle
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|Goxon To Be Pariner

In Haligarten & Go.
'Hallgarten . & ' Co.,; 44  Wall
Street, New York' City, members
of the New York Stock' Exchange,
announces that it proposes to ad-
mit ' Thomas; i AR
T, Coxon 0.2 pga
general  part-:
nership in the
iifm on’ Aug.’
1,:1946,  «Mr,
Coxon * joins
Hallgarten’
after . having
been Vice-’
President and .
Director  of
Mellon Secur-
ities. Corpora=
tion, in'charge
of - its ' New
Y ork -office
since 1938. He
previously had i
been -Assistant - Vice-President of
the Bankers Trust Company. ‘Mr.
Coxon' graduated -from. the Uni-
versity of Wisconsin in 1922..
Hallgarten & Co., established in
New' York in 1850, is one of the
oldest investment houses . in the
country. The firm has been-iden-
tified with the underwriting: and
distribution - of *. security - issues,
both 'in: this market.and: abroad,
In’ addition" to ~ offices 'in'. this
country, Hallgarten & Co. main=
taing offices in London .and Gen-
eva, and is represented elsewhere
in Europe, Its partners-serve. on
the boards of directors of some of,
the: country’s largest corporations;

Wall St. Softball
League Standings
_The only play in the Wall Street
Softball League during the week
endéd July 6 took place in the
Shorts Division, Hirsch & Co, hav-
ing captured. the pennant ‘in the
Longs Division the previous
week with a rectrd of 10 victories
and no defeats. ! :

In the Shorts Division the New
York Curb . Exchange tfook ‘2
double header from Carlisle. &
Jacquelin by 8 to 4 and 8 to 0
scores, Carl M. Loeb, Rhoades &
Co. . bested the Stock Exchange
Bond Brokers in two games, 7to 3.
and 3 to 0, and F. V, Foster won a
twin bill against Goldman, Sachs
& Co. 510 0 and 8 to 3. ;

By virtue of ‘their double vic-
tory and the: upholding -of “their
protest of a game which they lost
earlier in the season to: Carl .M
Loeb, Rhoades & Co., the F. V,
Foster team this week took over
first place in the Shorts Division
with six wins and one loss. The
Curb Exchange, which dropped to
second place for the first time this
season with seven victories and
two setbacks, meets the Foster
aggregation in a single game this
week, while F. V. Foster will also
meet Carl M. Loeb, Rhoades in a.
double header to determine the
division pennant winner. ;

Pennant winners in each di-
vision will meet later this month
to play for the league champion-

ship.

5 Thomas T; Cox;m i

LEAGUE STANDINGS
“Shorts” Division

F, V. Foster.

N. ¥, Curh Exchange..

C. M. Loeb, Rhoades.

N. Y. 8. E. Bond Broke
Carlisle & Jacquelin,
Goldman, Sachs & Co.... .

“Longs"  Division

o N

Harris Upham & Co,. i
Security Traders of N. Y...
Merrill Lynch, P. F. & B.__ |
"Orvis  Bros, il ot
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Bradford in Bakersfield
 BAKERSFIELD, CALIF. —
George L. Bradford is engaging in
the securities husiness ‘from of-

fices in the Haberfelde Building.

Individual Freedom and Industrial
e e

(Continued from page 201)‘

incentive for: individual progress’

in' every field. It encouraged ex-
periments . in. ‘departure from
frozern tradition. ; Y gy
. Our  foreign: policy must  be
based ‘on freedom, . The only: jus-
tification ‘for our recent wars and
our ‘membership in the United
Nationg is the desire to maintain
the ‘freedom of our people,, pro~
tect” them from attack ‘and the
threat of attack.” ' Certainly, we
did not go to war to reform' the
world.

. . Totalitarian Ideas Rule

‘But freedom has faded and to-
talitarian ideas rule, Even our
people seem to put a good many
other = considerations -ahead of
freedom. - In-a complex, modern
community, there are so many
other ‘considerations.and so many

| conflicts ‘that we forget the orig-

inal purpose of our Republic. In-
evitably, as a community becomes
more .complicated, more limita-
tions must be imposed .on freedom,
because " too  much “freedom for
some interferes with the freedom

‘of ' others:. 'We have to -impose

traffic. regulations for. automo-
biles, ‘traffic regulations for busi-
ness, even traffic’ regulations. for
labor., . But ‘the purpose of regula-
tions should ' be to preserve free-
dom.and opportunity. We should
not regulate. for.the sake of regu-
lation; Too many. do-gooders, and
too - many government officials
want to run. the lives of - other
people, - because' they  consider
themselves _experts who know

" | what is good for the average man

bétter- than that' man can ever
know himself. The key to nearly
all: the - conflicts: in government
during the past 12 months is the
batile -between the advocates of
a planned economy and those who
believe that progress can only:be
achieved through the.freedom of

the® individual and of economic

activity. The .advocates of a
planned -economy want more
power in the President, more
power in Washington, more regu-
lation of industry, labor, agricul-
ture, foreign commerce and do-
mestic commerce, 'They want tc
retain all the. extraordinary vow-
ers granted during the war, Those
powers had to be granted without
regard for individual freedom, for
the 'sole purpose of turning this
country into a‘military and eco-
nomic machine, in order to assure

inational freedom. They are just

the kind of : powers that frankly
limit or destroy freedom. ‘I have
tried to get rid of the war powers
as soon as possible angd rely on the
incentive provided by “our free
system ‘to get more production,
more ‘employment ‘and a higher
standard of living. Ry

. Opposes An All-Power{ul State
In general, I'have not been op-

I posed to the extension of govern-

ment activity as such, but I have
been opposed to it when it tends

to build up an all-powerful state |

as opposed to individual freedom.

What I look: at with particular:

suspicion is the type of legislation

jwhich gives Federal boards a lot

of power to regulate other people.

| On' the other hand, I do not see

that extension of government ac-
tivity in the field of -social wel-
fare, if properly administered, can
interfere with. freedom. In many
cases it is ' necessary to: assure

{ freedom and opportunity to fam-

ilies and to children who do not
otherwise have it. . I have, there-
fore. soonsored the general hous-
ing bill to provide low-rent hous-
ing, and the bill to:extend Fed-
eral -aid  to - education - in ‘those
States which: do- not :have . suffi-
cient funds to provide a.decent
standard of education. . I rewrote
and supported in the Senate the
General-Hospital Bill. .I have in-
troduced, with:Senators B»all and
Smith;:a :bill. to-extend Federal

aid in the field of medical care.

so' that hospital and meédical care
may . be available to all, - I don’t
like the Murray-Wagner-Dingéll
bill, because it gives the Federal
Government power to'employ and
direct the entire medical profes-
sion in the United States. I be-
lieve that medical .care will be
better under our plan and with-
out' the loss of local, individual
and professional freedom involved
in' the supplying of all medical

| care by the Federal Government.

In the field of labor legislation,
I tave tried to follow the same
basic principles as-in the other
fields - I have. discussed. ‘I sak
through long hearings on the
Wagner Labor Relations Act in
1939, and -several other hearings
since that date. - We conducted
extensive  hearings this year on
the President’s proposal for fact-
finding boards now .almost fore
gotten, and on the so-called Case
bill sent over ‘to us by the House
of Representatives, :

Freedom in the labor field has
not always existed in the United
States.: The purpose of past-labor -
legislation, the (Clayton Act, the
Norris-LaGuardia ‘Act, the  Wag-
ner. Act, was to build up the
strength of labor so that it might
have equality in dealing with the
employer; Only thus could there
be any real freedom for the work~
ing man, or freedom of collective
bargaining such as usually exists
in the commercial field, It is
quite true that these laws were
one-sided and conferred special
privileges on labor, but such ac=
tion was necessary to secure
equality. v

Wants No Arbitrary Power in |
Unions i

:+On the other hand, these laws
were not intended to and they
should not confer ' arbitrary and
unfair power either on labor
unions or on their leaders, I be-
lieve that through various inter-
pretations of the administrative
boards and of the courts, they are
conferring some arbitrary and un-
fair powers which have led some
unreasonable men to make unrea~
sonable demands ‘with the belief
that they could successfully’insist
upon them. Most of the Case bill
provisions ' attempted to redress
court interpretations. of the law,
which I don’t believe were ever
justified: by the laws themselves.
But certainly, the basic laws which
raised labor ‘to. an -equality .im -
dealing. with - their = employers
must -not be changed in substance.
. Perhaps: partly because the re~
dressing of economic injustice was
overdone, we +have been- faced
with a.wave of strikes, .The pub=

.| lic has been needlessly inconveni=

enced, and in the railroad and
coal strikes threatened with hard-
ship and even staryation. The de~
mand arose that strikes should be
prohibited.

My own conclusion, after study-
ing the problem and listening to
the evidence, is that strikes can= .-
not be prohibited without interfer-
ing with the basic freedom essen-=
«tial to.our form of government.
We cannot. make one.man work
for another man . and  deny his
right to -quit, if he is to retain-
freedom -at all.. Such a .system
would have to be based on com-

pulsory arbitration of wages..This

means that the government in:the
end fixes wages, If the govern-
ment fixes wages, it must also fix
prices, If it fixes prices,.it must '
direct distribution. = The prohibi-
tion . of strikes and compulsory
arbitration lead, therefore. to' a
completely government-controlled
economy. .

In . certain. economic’ f'elds we
have already had to limit freedom
to prevent monovoly. . In public:
utilities we now fix rates and di=

:

rect .. distribution, - and ,we . could ..,
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perhaps impose compulsory arbi-
iration ' in that field without the
. danger ' I have'described. ' But
. even in that field, I'think it would
be a serious: limitation  of indi-
widual freedom; g

_ Cannot Regularize Collective

5 Bargaining. !
I.do think we can regularize
...the collective bargaining process.
" In the Case bill, we established a
., Federal Mediation Board and pre-
scribed the procedure which must
be followed by employer and em-
ployee  in  collective bargaining

" before a strike occurs.” We im-

.. posed some penalties for lockouts

or strikes which occur within 60
days of ‘the time that contract
negotiations are opened by either
party, Such a  measure is 'a
‘strengthening  of “collective bar-
gaining rather. than any limit on
Jifs freedom. 'As in the Railroad
Mediation - Act, ‘we ‘provide for
;. mediation: and . efforts to secure
voluntary-arbitration. * We' go' no
further, except in' the public.utli-
ity-field where we felt that a gov-
ernment fact-finding board might
properly:indicate the .correct de-
cision, and. the justice of the. case
between the: two ‘parties, so that
the public. could . judge. o
... 1 believe all. members of the
Committee felt, however, . that
government ‘wage fixing, or com-
pulsory .arbitration, or . govern=
ment. seizure would: wreck the
freedom of collective bargaining.
If government decision ‘is always
n the background, one party or
the other will believe that it can
get .a better . result by breaking
up the conference and leaving the
question to bedecided by the gov-
ernment.  The tendency would be
more and more towards govern-
ment ipterference until ‘we had,
in effect, government wage fixing,
and no freedom for either em-
ployee or employer.
Incidentally, the idea that gov-
ernment intervention will prevent
strikes is, I-think, wholly mis~
taken.: In'a short lime, any dis-
sat1§f?ctxoq with the government
decision might well lead to strikes
and lockouts. Then the govern-
ment seeks more power to enforce
its decisions: - The ultimate result
is .shown by the proposals made
in the Truman Emergency Act
that the government seize plants,
draft -workers, ‘officers and labor
Ieaders, and -seize the. employer’s
profits. This is a.logical conclu~-
sion to.the theory .that the gov-
- ernment  should . prohibit strikes
A democratic. government cannot
prohibit strikes and .remain : a
democratie government,
- We have just seen a dramatic
episode in labor legislation. - You
will' remember - that - President
Truman last. December, ‘proposed
government fact-finding and: the
30-day.cooling off period. His bill
met with little approval, but the
iabor committees finally ‘recom-
mended a mild form' of mediation
procedure.- The House subst:tuted
the Casz bill, - In the Senaté; the
. minority .report  recommended
legislation along the same lines.
but much more carefully worked
out.and -containing .an: indepen-
dent Mediation BRoard, extending
government mediation as far as
:-we thought it could be extended
without violating the principles of
freedom. We “recommended ' a
. number of amendments' to exist-
Ing labor legislation. | While our
Ininority 'bill‘was denounced, the
very weakness of the President’s
veto -message’ showed "how un-

-/ Sound were the arguments against

. it. It would have deprived unions

of some: of ‘the extreme powers |-

~which I believe were conferred on

ihem by the courts rather than by
. Congress. . But it'would:have'left
. them on a full equality with the
. employer, it RS TR
.~ The ‘President,” however, was
“much = concerned. ' The ' famous
- memorandum: - containing " “pro=
‘posals for a legislative program.in
_strxke situation” : which  appears
in: the: Congressional '‘Record 'of

May 25, states clearly the motives|"

‘pehin_d ‘the course of the Admin-
o ,lstra‘plon: The memorandum stated’

ernment seizure, - . : ik
I have never seen such an in-

that “adoption of the Case bill
will'put-the President on the spot,
He cannot afford to veto it in the
absence of a more concrete pro-
gram of his own,” ' The memo-
randum’ then' proposes a program,
but’ one which was: not particu-
larly important, ' The occurrence
of ‘the' railroad strike,: however,
produced :a fremendous  excite~
ment on the part of the Admin-
istration, It ‘looks to me as if
they lost their sense of logic or
balance..  Their program was ex=
panded - toinclude seizure, draft-
ing and confiscation, It certainly
served the purpose of distracting
attention from the Case bill, The
President ‘appeéared ' before  Con-
gress at 4 o’clock Saturday after-
noon, He knew'at the time:that
the railroad strike was settled; or
practically settled. He knew that
the coal strike was on.the way:to
settlement. Yet he demanded ex~
traordinary. power for a year of
peace; ~ greater  than  President
Roosevelt had ever sought in time
of war, and:demanded that both
Houses of Congress pass: his bill,
which they had never seen; before
adjourning that. night.  In effect,
the President' demanded-:that he
be given the right to-declare him-
self ‘a dictator over labor:and in-

‘dustry -at any. time: during the

next 12 ‘months" when he might
choose to declare ‘that an emer-
geney existed.

If we wish-to retain freedom in
this' country; we must maintainl a
rule of law.  You may. or may not
approve of the Case bill, but it
was -an  attempt by deliberate

| legislative processes to write rules

of law 'governing ‘certain limited
phases of ‘the labor situation. The
President’s demand was that Con-
gress  grant ‘to. him  arbitrary
power to do’as he might choose
regardless of law.- He demanded

.power todraft men into the Army

on such terms as he might see' fit
to declare. In other words, while
the men were to be drafted, they

were entitled.to none of the rights

of soldiers, He could fix the com=
pensation at 10 cents a day. He

could ‘feed them-or ‘starve them.

He could march them to work on
the seized property; or to labor
camps, or to concentration-camps.
Executives of the companiescould
be drafted and: paid any salary
the President might fix.  Some
one with-a perverted sense of
vengeance -even wrote in a pro-
vision that union offic@rs could be

drafted. For what purpose, ex=|.
cept punishment, is not very clear: |.

I need only deseribe this bill to
show how completely it offended
every principle: of government
wolicy in which I believe and
every principle of sound  labor
legislation. I was certainly deter-
mined to ‘block immediate con-
sideration - Saturday - night, and
suceessfully did so. The next week
the Senate struck out the labor
draft provisions by a vote of 63 to
10, and ‘modified many other of
the -drastic  penalties.
against the bill, however, on final
passage, because I do not believe
that - government  seizure is . a
proper. procedure as an:integral
nart -of any  constructive system
of resulatng collertive . bargain-
ing or labor:disputes. i Further-
more, the bill. still .contained!a

worovision . for.. court . injunction |.

against all members of the union
who engaged in the strike, so that
they might all be punished for

contempt and sent: to jail simply |||

for-refusing to work, | Even the

Smith-Connally "Act ‘confines its ||l |-
penalties to those who actively di- |-

rect a strike. e
Later the President vetoed the
Case bill; I think with the mis-

taken idea of recovering some la- |
bor  approval: after the ' tremen-~|"
-dous condemnation which greeted
his own proposal,’ Now, I suppose |: ||

he will sign his own -emergency

bill ‘which: suspends: the: Norris-| || k
‘LaGuardia Act, attempts to pro-

hibit strikes, and threatens every
striker with jail in ‘case:of gov-

consistency ‘and “apparent’ ignor-

ance of the principles of labor re~y

eration,

1. voted |

lations as ekhibitéd by the Presi-~
dent in this crisis. -

I think I should add that under

certain - circumstances, I would
vote to ‘give the President dicta~
torial powers just ag I voted for
some, dictatorial powers to'carry
on the war. No government can

permit itself to be destroyed or

its'people to be starved. In the
caSe of a general strike, the gov-
ernment’ must exert every pos-
sible power- {0 preserve the peo-
ple.  While I would not deprive
the railroad workers of the right
to strike, I do not think that rail-
road 'workers have .the right to
Impose. economic’ paralysis, and
even starvation; of the people of
the nation.: But I.believe .the
power of the government to step
infto such a situation and. operate

‘the necessary services itself is one

which should only be exercised

dne.the "greatest national emer=

gency.- ' No- President ‘should be
giventhe ‘power to decide when
that emergency exists; for we have
become :so used to -emergencies
the Presidents sign proclamations
without real thought or consid-
Only Congress, by joint
resolution directed at a particular
emergency, should bring into be-
ing' the powers needed for that
particular oceasion. . Just as Con-
gress only can declare war, Con-:
gress only should be able to de-
clare that a national strike ‘situa-
tion is equivalent to war.,  When
the immediate emergency is over,
the powers should cease. i

Asks Study. of Labor: Legislation

Now that the President has
vetoed the Case’ bill,” Congress
should devote still more study to
the principles . and. proper scope
of labor legislation. No one can
claim that the present situation'is
ideal - or even satisfactory, I do
think that Congress. understands
—as the President does not—the
fundamental principles of labor
legislation. - I think" Congress is
determined’ to' preserve- the free-
dom of labor and industry ‘alike.
I'hope that the labor leaders will
ngt.maintain ‘the position to-which
they have:recently tended, that
any legislation dealing with labor

is necessarily ‘bad and indicates
an anti-labor position on the part
of any ‘one who sponsorsit. : The
Teaders of labor know more about
labor relations than anyone else
in' this. country, :and.I..welcome
their cooperation in preparing the
soundest legislative program-we
can find, to promote  industrial
peace in .the United States based

on equality and freedom.

Former Government | §

Gounsel Form New Firm

Telsey, Lowenthal and Miller open-

ing offiices in New York  and

Washington. - =~ ‘
Three government lawyers for-
merly: prominent with war ‘agen-
cies have established a law part-
nership under. the firm name of
Telsey, Lowenthal and Miller,
» Leon G. Telsey was formerly
Agency Counsel, New York Loan
Agency ;of The: Reconstruction
Finance Corporaiioniand counsel
for its affiliated corporations. He
returned from '’ active . duty ' as
Lieutenant ‘Commander, United
Stales, Coast Guard Reserve.
Abraham M. Lowenthal. was: for-
merly Assistant General Counsel,
Office of Alien Property Custo-
dian. Joseph F. Miller was for-
merly - Director, ‘Legal ' Division,
New York Regional office of Real

‘Property: Disposal, War Assets Ad-

ministration; and counsel, Recon-
struction Finance Corporation and
affiliated corporations..:
~ Herbert G. and Samuel A. Tel-
sey will also be- associated with
the firm. ;

The- offices will be located in
New York. City at- 55 Liberty
‘Street, and in Washington at 1011
New Hampshire Ave., N.W.

Cornell Elected Director
John J. Connell has been elected
a director of Neville Island Glass
Company, - Pittsburgh; . Pa.: Mr.
Connell" recently - returned  to
Amott Baker & Co.,.150. Broad-

way, New York Cily, after four
years' service in the:Navy, !

I

Schram Hds. Gampaign
For Visiting Nurse Fund

.Emil Schram, President of the
New York Stock Exchange, has
accepted the chairmanship of the
1946 fund raising campaign of the

: : + et -Visiting Nurse
w Service. of
#  New York, it

wasannounced
by - James L
Harrisom,
President ' of
the ‘organiza-
tion. The drive
will open Oct.
9, Mr. Harrison
" 'said, and the
goal - will ' be
announced
Jater. 3
Mr. Harrison
" also revealed

' that Mrs. ; Ba
Gl LA Brewster Jep—
nings of 770 -Park: Avenue and
Glen:Head, L. I., has accepted the
chairmanship . of = the = Women’s
Division.of the campaign,: for the
second censecutive year, =
Enlistment of the' divisional
chairman and committee mem-
‘bers for the drive will begin.im-
mediately, he said. © ' oo
' Mr, Schram has been President
of the Stock Exchange since 1941,
Prior to his election to that office,
he served as Chairman of the
Board -of the Reconstruction’ Fi-
nance Corporation. He is a mem-
ber of the Executive Committee
of the Business Advisory Couneil
of the U. S. Department of Com-
merce and ‘also 'a member  of
Mayor: O’Dwyer’s Business Ad-
visoryiCouneil.: i L

Emil Schram :

. Edgar Payson Dies

Edgar Robinson Payson, retired
investment : banker, died at:the
age of eighty-nine after an illness
of four years. Mr. Payson was for-
merly affiliated with the Portland
Water Company: and later. was
conneéted with H. M. Payson: &
Co., Portland: investment ‘firm,

;| from which: he retired in 1927.:

~ July 10, 1946
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This is not, and is.under no circumstances to be construed ds, an offering of these Shares for sale, oz = |
as a solicitation of offers to buy, any of such Shares. The offering is-made only by the Prospectus, ==~

540,573 Shares* .

The Budd Company e

Common Shares
(without Par Value)

*Less shares subscribed for under:the subscription: offering by the
Company, the terms of which are summarized in'the Prospectus,

Price $17.75 Per Share

Copies of the Prospectus may. be: obtained in any State. only from such déalevs particis
pating in this issue as maylegally offer these Shares under the securities laws of such State,
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Bank and Insurance Stocks
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- This Week —

THE COMMERCIAL & FINANCIAL CHRONICLE

Bank Stocks

'An analysis of the mid-year reports and balance sheets of sixteen

leading New York City
results, : !

commercial 'banks reveals somewhat mixed

Two earnings tables are presented below. ‘Table I shows the half

year earnings of the nine banks which reported their operating

‘ result_s, and Table II shows. indicated earnings for the seven banks
which published only their balance sheets, : .

'TABLE I
Per Share Earnings as Reported by ]Banké

First 8ix Months 1945 - © First Six Months 1946

.V 2 : : Net: . i Net. & . Total Net Net Total

e Oper. . ‘Secur, Net Oper. Secur, Net
‘Bank-of Manhattan._ $1.50 - $0.48  $1.98 $1.40  $0.57  $1.97|

Chase National _...._ 1:1470:,0,67+ ~171 130 034 - 1.64

. *Chemical Bk. & Tr..— -1779° -0.90 ' 2.69° 156" . 0.81 237

= Birst National Uoec s wimic e a0 50,58 Tk i i e, 5545

Guaranty Trust 853 . 319 '11.727°°10.87 1046 11.33

Trving Trust oo i... 0.68 s 0.58 0.73 o 0.63

tManufacturers Trust. S AR 1) oy - 2,64

fWNational City __.__._ 135 0.67 2.02 1,55 0.60 2,15

New York Trust ..... 3.80 0.24 .. 4,04 3.73 1.17 4.90

*Based on 2,000,000 shares in 1945 and 2,500,000 shares in 1946,
< 1Based on 1,650,000. common in 1945 and 2,062,500 common in 1946, -

}Including City Bank Farmers Trust.
It will' be noted that Chase,
Guaranty and National City re-
- port _higher net operating profits
. thus far in 1946 compared with
1945, but lower net security prof-
its; Irving also reports higher net
operating'profits but a net security
loss. On the other hand, Bank of
Manhattan and New York Trust re-
port lower net operating profits but
higher net security profits. Chem=
- ical reports lower net per share
for: both operating ‘and security
profits; but the number of shares
out,:stand‘ing are 25% greater this

year, and aggregate net profits to
the bank are actually higher in
both categories,‘._

First National, and Manufac-
turers report total net earnings
without - differentiation between
straight operating - profits and
other profits. First National’s re-
sults are lower thus far than in
1945, but' in'the’case of Manu-
facturers, total net earnings to the
bank are substantially better, al-
though on a per share basis they
figure 5% lower on 25% more

shares.

TABLE 1I
Indicated Earnings Per Share

i 104: 046.
; : ! éz?:: gxtd ﬁlx lit 12nd Six
s o T, 08, ' tr. 3 3
Bank of New York L. $8.08 $7.66 $1574 $651 $504 $1935
Bankers Trust ... 092 089 181 090 081 151
Central Hanover ... 150 150 - 300 150 150 ‘ 300
Commercial Natl ____ 106 110 216 097 099 oo
 Com Exchange ... 118 121 239 133 131 264
*Public National - 108 119 227 111 112 293
IS Trisp = 797 784 1581 9922 916 1839

"*Based .on 440,000 shares. in 1945 and 550,060 shares in 1946.

“Indicated Earnings,” which are

. calculated on' the: difference’ in
book  values
plus‘ dividends, can be very mis-
leading. . In the case of Central
Hanover, quarterly dividends only

between " quarters|:

unchanged; ‘thus indicdted earn-
ings of $1.50“are meaningless; .

During’ the second’ quarteir of
1946 aggregate deposits and assets
of fifteen banks, (Commercial not

included);, - have changed as fol-

- g@re shown, book values remaining | lows:

Comparison and Analysis
. 2nd Quarter 1946
19 New York
City Banks
Circular on Request

Laird, Bissell & Meeds

Members New-York Stock Exchange -
20 BROADWAY, NEW YORK 5, N, ¥,
Telephone: BArclay 7-3500

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

NEW JERSEY
- SECURITIES

/ : ‘
J. . Rippel & Co.
" Established 1891
18 Clinton §t., Newark 2, N. J.
MArket 3-3430 «
. N. Y. Phone—REctor 2-4383

\

- WHOLESALE MARKETS IN -
 BANK and INSURANCE STOCKS

~ GRYER & (0.

INCORPORATED ¢
BOSTON 9  NEWYORKS5 - cHicAGo'4
10 ;‘:’:zjsf Office Square ™ " " 67 Wall Street 231 S. LaSaile Street
BBARD 0650 5
35597 (T ores e -

PHILADELPHIA, CLEVELAND, LOS ANGELE:
HARTFORD, Enterprise 6011 PORTLAND, Enterprise 7008
PROVIDENCE, Enterprise 7008 . ' ;

PRIVATE ‘WIRE‘SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO, .’
S

T

Deposits

($000)
March 31, 1946 .ccoiiicans 25,789,734
June 30,1946 ... 25,808,045
Change ($) | e + 18,311
Change (%) Locisidmuir i + - 01%

Although aggregate deposits are
fractionally higher  than _they
were at the end of the first quar=
ter, the following six banks: re-
port a moderate decline in de-
posits: Bank of Manhattan, Bank-
ers: Trust, Chase National, First
National, Irving Trust and Nation-
al City; the remaining nine banks

report higher deposits. Aggregate:

loans: and  discounts -are: dewn
12.5%, but Corn Exchange ' and
Public National show 'a moderate

‘| expansion. With regard to: gov-
.| ernments,  Central Hanover :and

U. S. Trust report:a small in=
crease, though the ‘15 banks as'a

. Tr.Bills -

Date = Tr. Notes * U, 8. Bonds " Tot, U.8.G
ADril3: 1946 e man il Lo -$311 - 1 $2,987. 0. $2,357 $9,377 $15,026 -
June:12,:1946 256 .. 2,616 2,024 9,845 14,742
June :26, 1946 . 167 2,801 2,018 9,303 . 14,289,
July3,71946 CEa it Ll 375 2,972 1,480 ~ - 9,325 . 14,152

It ‘will be noted that the banks
have been selling their low inter-
est ' short-terms ' throughout -~ the
quarter, but were buying ' long-
terms up to the middle of June.
Since June 12th however, they
have sold : long-terms, reducing
their total holdings to a point be-
low that of April 3 and also March

26, when the figure reported was’

$9,327,000,000.. The report for July
3 reflects the July 1st retirement
by the government of maturing
notes, amounting’ to more than
half a billion dollars, and also in-
dicates that the banks-are 'again
increasing their long-terms.

; Total

ok ¢ Loan &
U. 8. Gov'ts, = Discounts ' Earning Assets
($000) ($000) ($000)
15,032,594 6,953,120 23,467,600
114,231,838 6,086,665 21,761,800 .
— 800,756 '~ 866,455 . —1,705,800
—5,3% oo 12550 1t B T T

group are 5.3% lower, Total earn=
ing assets for the group are 7.3%
below their first quarter figures;
Public and U.'S. Trust, however,
report slightly higher figures, .
- On ‘March 31, 1946, the total
earning assets of these'banks rep-
resented '91.0% ' of - deposits; on
June 30, 1946, the ratio was 84.3%.
It is clear that' the banks today
‘are not as fully invested as they
were three months-ago. S

. Examination of the Member
Bank figures for New York City

are pertinent at this point, as

follows: - ;

© . (Millions of Dollars
Tr. Ctfs.

With: regard to loans and dis-
counts of the 15 banks, which de-
clined $866,455,000 or 7.3% during
the quarter, according to- the re-
ports of the Member Banks this
decline  was -largely in loans to
brokers and dealers, etc., for com-~
mercial and agricultural loans de-
clined only 3.5%. Doubtless com-
mercial borrowing in any volume
is being held back temporarily by
the uncertainty over the fate of
the OPA, to say nothing of its re~
straining influence on enterprise.

When business really gets going

the banking figures will reflect it.

Britain Views OPA Veto

(Continued from first page)

effective in checking the vicious

spiral which was set: into motion..

I used the word “feared”: ad-
visedly. In-normal conditions a
rise in the price level of an-in-
dustrial ‘country would be wel-
comed by other:industrial coun-

‘| tries, since it wéuld tend to im-

prove their competitive ‘position.
Today this consideration does not
arise. Generally speaking, British
industries "are able to export ‘as
much -as they can produce, and
considerations of - relative | costs
play a relatively subordinate part
inthe export drive. What mat-
ters is the possibility of early de-
livery. British industries do not
therefore expect to gain any ad-
vantage from a rise in the prices
of American manufactures — at
any rate not during the next year
or two, while-the export boom
continues. L :
Nor do British exporters expect
to gain anything after the end of
the export boom, when compara-
tive costs become: once more the
decisive - factor in the revived
scramble for markets, It is gen-
erally assumed here that as soon
as the overvaluation of the dollar
begins to handicap American ex-
ports the United States will seek
—and is certain to obtain — per-
mission of the International Mone-
tary Fund for a devaluation.of the
dollar on:the ground of funda-
mental disequilibrium.

Meanwhile the higher American

 prices will mean for Britainian in-

creased = expenditure  on. imports

from the United States. This will

be bad for the British balance of
i ¥

NATIONAL BANK
of INDIA, LIMITED

Bankers to the Government im
Kenya Colony and Uganda
Head Office: 26, Bishopsgate, | -
: ndon, E. C, )
Branches in India, Bi Ceylon, | Kenya:
" Golony and ‘Aden and Zanamar " i
* Subscribed Capital____£4,000,000 -
Paid-Up Capital.._....__. £2,000,000

. Reserve Fund__....... £2,200,000 |
“The . Bank eox:%\gm every - descriptioni ef
Trusteeships and Exccutorships

“also undertaken

Digitized for FRASER
&:liiraser-stlovisted ory/ .

payments, and the gold and dollar
reserve, together with the pro-
ceeds of the dollar loan—if rati-
fied—will’ be used up at a more
rapid pace. It is pointed out.that
the dollars of the loan are already
worth 10% 1less than they were
when the loan was concluded, and
will depreciate considerably more
in terms of American goods be-
fore they are spent.” At the same
time, it is feared that in five
years’ time, when repayment will
begin, ‘the American price level
will have relapsed, so that the
loan, spent when dollars were de-
preciated, will have fo be repaid
in appreciated dollars. ;
A much more immediate cause
for concern is that the rise in the
American price level is likely to
cause a further rise in the price
of imported goods in Britain, un-
less  the Treasury further  in-
creases the amount spent on sub-
sidizing : essential foodstuffs and
primary necessities. If the rise is
allowed to take place it will in-
itiate an inflationary boom, and
the Government is very anxious to
avoid this. If subsidies are in-
creased the  budgetary deficit
grows, and hopes of a reduction of
taxation fade away.. e

Over and above all, it is feared
that the rise  in prices in' the
United  States » will result in:a
boom there; followed by a slump.
And it 'is’ now' widely realized
over here that, as a result of the
Loan Agreement and the Bretton
Woods plan, it will:be impossible
to isolate the British economy
from: the effects of the ups and
downs' of American trade. This
consideration, ' together -with the
fact that the 'real. value of the
dollar loan is falling. from day :to
day, has. materially increased the
unpopularity-of the loan.”So much
so- that ‘many 'people’ who  until
now were either in_favor or at
least  neutral ' are  now : hoping
against hope that, as a result of
the . Zionist agitation,: or :of the
conflict ' between . the :“President
and’ Congress: over "price control,
the = House - of . Representatives
might yet reject the loan.,

Britain. would -have 'to reduce :to

.a’ . minimum : her. purchases :of

Should these hopes materialize;

American. goods, which fact in’ it-
self ‘would reduce to a minimum @ .
the effect of the rise of American
prices on: the British price level.
With:the aid of reinforcing bilat-
eral and Imperial trade and -eur-
rency -arrangements, it is hoped
to 'be possible to isolate’ Britain’s
economy: from  the effects of -
American boom’ and slump. =
Most people realize, however,
that the chances of a rejection of
the loan’are very slender. ' They
face the future in  a  fatalistic
frame of mind. If a slump, fol-
lowing on' a. boom, in’the United

States 'is inevitable it is‘bound, .

they say, to lead to the breakdown
of Bretton :'Woods, and Britain
would. ' regain’ “her ' freedom ' to* *
work. out her salvation in'a way
that is best suited to her present
conditions, ] A

Halsey Sluad.Gioup- 5

|Market Brooklyn ~

| e TR 3
Union Gas Go. Bonds
Halsey, Stuart & Co. Inc., headed
a group that made public offering
July 10 -of $34,000,000 general

-mortgage bonds 2% % Series due

1976, of The Brooklyn” Union. Gas
Co., at 103% and accrued inter~
est. The bankers were awarded
the bonds at competitive bidding
on July 9, with a bid of 102.2839.
Proceeds, together with - the
amount necessary from the gener-
al fundg of the company, will be
applied to the redemption, on or
about Aug. 15, 1946, of the $29,-
240,000 principal amournt of gen-
eral mortgage Sinking Fund Bonds
3% % Series, due Sept. 15, 1969,
and the redemption on or about
Sept. 1, 1946 of $4,760,000 of 25-
year.4% Sinking Fund Debentures,
due Sept.” 15, 1969. e
The - bonds are redeemable in
whole or in part, at prices rang-

ling from 106% to 100%:. The sink=-

ing and improvement- fund calls
for = the ‘retirement . of  $293,104
principal - amount:: of. -the - 1976
Series Bonds, on June 30 of each
year, beginning with 1947. ‘Special
redemption - prices range froms
103% to 100%.

Incorporated - in New York: in
1895, the ' Brooklyn Union Gas
Co. is a public utility operating
company, - The principal business
of the company consists of the
manufacture and sale of artificial
gas ' for residentialz and; business :
purposes.  The “territory served:
constitutes about 105 square miles,
comprising 30 of the 32 wards in
the Borough of Brooklyn, New
York, and two of the five wards in
the Borough' of Queens.  Chiefly
due to improving transportation
facilities, 'Queens, - prior to the
wartime restrictions in building, .
was one of the fastest growing
boroughs of New York City and it
still has - extensive undeveloped:
areas. :

United States Censusfigures in-
dicate the population of Brooklyn
and Queens has increased rapid-
ly since 1900. ‘The population of
the territory served by the com-
pany is about 2,800,000, = - ¢

Three Vice-Presidents
For Pitman & Co.

SAN ANTONIO, TEX.—Pitman
& ' 'Company, = Alamo' National
Building, announce that ‘Leavitt
Corning, Jr., Leslie H. Lentz, and
Frank R. Newton, Jr., have be=
come associated with the firm as
Vice-Presidents. All have been re-
turned :to - ‘inactive ' duty = from
‘military ' service; - Mr. - Corning
served 'as Lieutenant Colonel in
the Army  Air Forces; Mr, Lentz
was a Major in the Finance De-
partment.-of the U. S. Army; and
Mr. Newton served as Commander

in- the ‘U.*S. Naval ' Reserve. In
the past Mr. Len’z was a partner
in ' Lentz, Shaughnessy & Far-"

quhar of San Antonio. -
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Prospects of ‘l‘ransmon lnﬂahon

“(Continued from page 199) « iy vl

. initiated. Th:s is/notva: prophecy
.. which ‘can  be’ recommended : for
; individual guidance in business or

.speculative operatlons, because it

i does not predict in-sufficient de=:

. tail the actions that may be taken
by such agencies as’ the :Federal{,
- Reserye: System, the Treasury, the
. OPA; nor predict the success. that
‘is llkely to'attend  their efforts.

Nelther does it undertake to for-
. mulate. for pubhc .authorities ‘a
"“detailed program ‘of monetary and.
; fiscal reform. - Pamphlet No. 8. in
© this series will deal with the tech-

“‘nicalities’ of’ credit.’ control “and:
therr applications 1o’ the. postwar

“era. . Our: purpose’ here:is-to Aan--
alyze the'situation that the control

* agencies:‘'will“have ' to’ deal" ‘with, |

'rather than to’ say what they ‘will

iz or should do about it: Such an an

i alys1s is ‘the: ‘necessary:first step-
. toward the formulatxon of a con-
trol program. : §

General Character of the
Transrtlon Era i

'I‘he economlc settmg of the
transmon period: can -be’ forecast
Uxore . precisely ‘than that .of ‘the
. years:after industry has, been fully

< reconverted o a’ peacetime :basis;’

: It we.were drawing up a plan for
1950-52; we should have: 10 guess
whether we, shall have. a.labor

-~ force of 55 millioni or 60 million!
whether, “and how . much, produc-
tlvxty will prove to have been af-+

- fected ‘by: both ‘wartime “stimuli
"~ and wartime deterrents to' invest-
“ment, research; and technical edu-
catron how the ‘savings habits 'of
e people will be affected by changes
. .+'in the level of income and the vol-
7ume  of employment; -what - will

.- happen to interest rates and what
»will'be the impact of government
pohcy and trade union’ policy: on

2 wages and the form of labor rela-
«tions;’ Looking forward - five - or

- seven years we-cannot ‘be-certain’¥
“whether our price problem will be |-

-one “of . inflation ‘or’ deflation;
- whether we shall ‘have’ a’longer
-or.a shorter work week; whether
“liberalism . or  mercantilism will §
characterxze our foreign trade pol-
-icy; whether. the. Treasury will -be
-operating’ with a surplus or. a:
deflClt Fii
For the period of - demobllxza-
.. tion and reconversion, the case is
“much clearer; We know that taxes
“will ‘be lower than’in 1945, but
“high' by prewar: standards.
know that in' comparison with the

war years the Government deficit |

-~ will be very small, *We know that
: there will be a huge export de-
“mand for both consumption goods

;and - replacement ' capital = goods .

“and that our imports will'be much
“smaller than our exports. Civilian
-~durable goods, especially automo-
biles and houses, will be demand-
«ed in. yolume ' exceeding  their
-supply, regardless of whether the
. general situation is one of boom
: Or. depression. :

‘Some of the wartrme controls
-are already : being abandoned. or
-losing . their ¢ effectiveness, / and
“others  will become ' ineffective
during the next’year or two. ' For

-example, “the: Victory: Loan was!i

‘announced:ag the last of the bond
:drives. | Consurner ¢ rationing - is
<nearly gone and controls over ma-
- terials have been greatly reduced
-in scope ;and. wage controls have
“been’ weakened. : Some  wartime
-controls: are bemg ‘reintroduced,
~but they ‘meet mereasmg pubhc
resistance

*The following:: factors in the
cment situation ' are : extremely
~favorable to ‘an orderly recon-
‘version; '
’ (1) The re-allocatxon of work-
“ers started in a situation in which
“there were more jobs than job-
seekers in the civilian economy.
"This - is. still: true :‘eight” months
‘after-V-J Day, -with more"than
- half"the’ Army’ and” most ‘of war
.industry‘already demobilized. : To

-some extent the:workers are more:

*Wel,

versatile, havmg acqulred new |
skiils:in “addition’ totnose ‘which
tney had already, though'it" seems
likely that:only’ in:.a’tainority of
cases are . the ‘newly: acqulred
skills of much value,: 0o
9(2) Tne “financial” mtuatlon IS
favorable: to investment. A Jarge

will have’to 'make substantial ‘in=
rvestments to ‘get'.on’-a  civilian-
basis ‘are in‘a’strong hquld POsir|
tion. “Although' in s6ine ‘ingus.ries|
a large’investment in ‘fixed capl—
tal must precede an: expanswn 01-
output to'the scale ' whicn thé mar:
ket -would-justify; tne indications
are - that: ample prw‘lte capltal
avallable :

(3) In"a wxd ‘range 0 mdus:-
tries the marker-situaiion is probi:
ably . more'. favorable for ' expan:

mand for: -almost everyth.ng ‘dur-

‘~able, ‘an’ unsatisfied current ‘dell
mand’ for @ wide range: of non- 4
durable goods and services, and a
large: vowume; ‘of ' liquid’ funds Anf
‘A year ago}:
there 'were’ widespread. fears that} .
transxtmnal unemplnyment and '
,tranmtmnal loss of; busmess in-

consumers’; hands.

come caused by’ the— ‘dembbrhza
tion of ‘war’ mdustrxes ‘would ‘en
gender a-slump in’co: asumer, buy-
.ing’ and start.a: downward; spxrai

unemployment

today: 'Though ‘there " are:
-conspicuous.

sureon “p!'lCES is:

able'to remvestment and x‘econ
versxon y ) ¥

I choosing - employment,

‘the - recovery. of productlon for

civilian use, but is an important|:
“factor in' the' favorable market |-
situation -mentioned in the pre-|-

cedmg sectlon.

satisfaction of management with

control administration distort the

lines of production, and manage-
ment tends to allocate resources

to. ihe lines where ceilings 'are|.
most favorable rather than those|:
where ' unsatisfied = demands  are|

greatest. Controls designed to pre-~

restored . in ‘weaker = form after

increases, Competition, in a sell-
ers’ ‘market, works in the same
direction;,,

problem m balancmg the nsk of

NN

sion.t: -

QA adpiiess

“stimulate -an. investment: boom;

‘the incentive for industry: to conJ

controls known- to be temporary

iness’ operatmns

proportion of ‘the- ‘businesses ‘that] ¢

of business” liquldatlon, distress|
sales, falling prices and secondary S
Nothmg of thef’
sort has happened or is happenfmg
exceptlons 107" the
 general ‘trend; the -upward: .pres: |
ill'strong. What-
ever “dangér | this. pressure ‘may|:
threaten’ from:the ‘standpoints”of |/
long-run stability and of equity in| i
distribution; /the’ strength -of “the| il

market is-a‘factor. hlghly favors |

4)’ As compared ‘with, '1941,.3 i
larger proportion of workers have |-,
funds sufticient to mové them—1:
selves and’ their- household’ goods,
‘and to-support thz mselves wh_rle
'l‘lus ig i
slowing  up . re-cmployment: and |-

Against these favorable factors|
must be set the widespread dis-|*

current prices and of labor with} .
current wages. Accidents of pricey

relative profitability. of differenti:

vent ‘wage increases have beent.

being abandoned, but Government| .
influence is directed. toward: en- |-
couragement of substantial ‘wage|

Wage increases gene- |
-rate  .demands. for. higher price |-
ceilings. In dealing with these:de-| !
mands, the price eontrol agenc.es £
are ‘confronted with ‘a dehcate :

| a - runaway -inflation’ agamst the f’:j
risk that restrictive measures will |,
obstruct the process o[ reconver- 3

. This summary of “the chanac—\
teristics of the transxtxon area nas 1

1 Controlled wages held too low ;
in’ proportion’ to . prices might|

the reverse error might destroy |~

vert ‘1o ‘a’ peacetime “basis; “More-|:
over, -even - perfectly - reasonable| -

may, lead topostponement of bus— i

gitized for FRASER
Ho-//fraser.stiduisfed, org/

' omitted ' ene, important wariable,
namely; .the" direction ~of mave—

- meént. of prxces, Will reasonable

.| stability, of prices -in fhe transi-{ =

tion ' era- .depend ' on .successful |
Plahning to mamtam publi¢ buy-
ing ‘ power, or .on, continued ef-
“forts 1o check’ its- excessive . use?
In “other ‘words; should . ‘public

:| price policy be: aimed primarily.
at: prevention of ~inflation ‘or: of.
~deflatron" ‘Before’ this questmnh
ecessary ‘to.analyze. the concept.
‘of - inflation, -and -the ' process by
whlch mﬂatlon is generatedw

Concepts of Inﬂatlon )

In thls paper,  as. is. customary,
'shall apply - the  term & “infla:

: y all sharp increases in the.
price eVel, as, measu'red by any.

be: discus;ed intelhgently it is|

et

‘sion -of “output’ than" it/ ever:was | [fF
before.: There are:backlogs of de-|. .

price. index. 2 However, since price
movements’’ d)ffer w1dely‘ from |
case to case as to thexr causes

+ 2 The wmter would prefer to'
vdefme “mﬂatmn” as ‘meaning a
‘rise in prlces which is ‘apparently
‘due to an increase .in the. supply.
‘of money. Thls dlfferentlates in-

flation” from  “rising’ prlces" by
both ‘excluding ‘what is called. in"

‘the “‘text ‘sporadie” inflation, “and

the increases which are" associated
with““récovery’ from- depressron
But: the term  “inflation” is: used
in' popular- speech 5o loosély that-

i< an attempt to" tie" ourselves to a’
1'marrow definition would ‘lead “to’]

misuniderstanding.’ ‘since readers

“generally- lnterpret a‘word in-ac-:

cordance: with: thelr own ‘under-|
standing. ‘of its meaning, regard-

Jess'of anauthor’s explicit™ state-{

‘ment that. he " uses: it to ‘mean

?somethlng not quite the san_le

thexr effects, and their suceptibils
‘ity to control we shall distinguish
“four types of. mflatlon, and devote
most’ of - our ‘space’‘to :the types
that :are of current or early pros-
pectwe importance.

‘The first class, Whl"h we shall
call sporadic mfldtmn, ‘consists 'off
cases in ‘which the average -of'a
group. -of ‘vrices - rises ‘because of
sporadic increases  in ‘individual
prices: due o  abnormal shortage
of ‘specific goods. This -does-not *
mean mere market’ shortages due
to -distortions in*the price strue-
ture—particularly, cases in*which
costs have risen because of up-
ward - ‘adjustments in' wages or
raw ‘material prices and ceilings
have not. been adJusted to make
production ‘profitable: It means
cases in which supply is restncted
by phys1cal condmons which can~

(Contmued on page 222)
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- not be cured . quickly. In 'most
such cases the shortage of ‘cur-
rent production is paralleled by a

- backlog of deferred demand. Un-
der these conditions free market
prices would: be  very ‘high, and
the price increase would do little

. to hasten the restoration of sup-
ply.  Typical casés are increases
in the prices of food following a
crop failure, of-manufactured ar-
ticles following the formation: of

a successful monopoly which cur-|

* tails the output, and of commodi-
ties ‘'whose production has been
“interrupted and capacity curtailed
by ‘war.’ :The postwar: shortages
of .aptomobiles, housing, silk, and
tin are cases in point. The prices
jof these things, if not controlled,
“would . rise  very sharply from
their present.levels even if mone-
fary . conditions were such  that
~'most commodities showed  little
or no upward tendency.
. This type of price disturbance
does” not. call for correction by
credit contraction. or: restrictive
fiscal policy. To rely on such con-
trols' would amount to an attempt
to push other prices down to com.-
pensate for the rise in the prices
of the scarceiterns.” The forced
decline of demand for goods not
unusually scarce would tend to
cause unemployment:in‘those in—
dustries without helping the situa
?ion in the area of shortage,

; ;z'-'_ On the ‘other hand, this situa-
tion ‘is the one in which direct
price control, if skilfully used, is
most likely to be beneficial to the
community at.large. Such con-
trol is most appropriate in cases
Wbere the scarce commodity is so
widely - used, or so: essential to

“ eertain persons, that the commun-

ity will not tolerate allocating : it
on the basis of. ability to pay a
high price. We would not tolerate
the use of price to allocate salt if
it became rare, nor to’ allocate .a
dru_g which would ecure meningitis
during an epidemic of that disease,
though we do not object to prices
being used to allocate beaver skins
and yachts. Selective control 'is
also justified, though not so im-
peratively needed; whenever the
demand for a scarte: commodity
is 'so ‘strong. that' uncontrolled
prices would go up ‘more than is’
necessary to stimulate the recov-
ery of production, ¢reating wind-
fall profits - for - those; who’ dre
lucky. enough to control the lim-
. ited supply.’ i
- It is to be emphasized, however,
that in cases of physical shortage,
price control is at best a palliative.
It does nothing to hasten, and may
‘delay, the restoration of normal
supply ' conditions. *Nor does. it
help in determining who shall get
the short supply and who shall go
without.  Unless: coupled with' a

.. plan of rationing, it leaves the al-

location to be effected by dealer
favoritism: or ‘the formation of
queues or the tossing of coins, Or
else those who have leisure and
patience to chase advertisements

_.and investigate rumors fall heir

to the priorities which in the ab-
sence of price control would ac-
crue to those who are willing and
able to pay the highest prices.
t'Little more need ‘be said about
;he sporadic type of inflation. It
is obvious ‘that in this meaning

. of the term we do have inflation

.and are likely to have it for six
#‘nonths or a year.. We shall need
selective price control, therefore,
until ‘the supply bottlenecks are

" widened, But the area of shortage

.is much less than the whole econ-
omy and is contracting.’

i The second type of inflation we
shall call montary inflation. This
is an over-all adjustment of prices
to an increased supply of money,

which is not accompanied by a|

corresponding increase in the de-
mand for cash balances nor offset
in its price effects by a corres-

" ponding increase in. the flow of

goods and ' services.3 ' Inthe ab-
sence of control, theexcess: of
money above the desired level .of
balances ' leads to ' accelerated
spending.’ This raises the scale of

ployed resources) or causes higher
prices, or does both.” The expan-
sion continues until prices and the
volume' of :trade ‘reach ‘a level
where the ‘money: supply ‘is no
longer excessive, Unless By this
time a speculative boom has been
generated (see below), the price
trend will level off. This ig the
most frequent type of inflation.
In. United States history it has
been illustrated by the cases ‘of
1915-16, . the recovery from -the
price collapse of 1921, and the up-
turn ‘of 1933-35. In fact, a mode~
rate price inflation of this general
type characterizes the later stages
of ‘almost.every. period of indus-
trial recovery and boom.

In a fiscal monetary inflation,
especially its earlier stages, the

price rise is generally less than the

increase in the supply of money,
so  that ‘the purchasing power’ of]
the total stock of money increases
in spite of the declining purchas-
ing power of a single unit.  In
other words, demand for balances
increases but not enough to offset
fully. the increase in:supply. This
to' accompany the expansion of
industrial output which is likely
to accompany the' expansion of
money makes large business bal-
ances -necessary, and . partly  be-
cause the increase in money in-
come usually ‘stimulates some in-
crease in the use of cash balances
as a storehouse ‘of savings,

The third category: of inflation
is the “speculative” type in which
prices rise more than in propor-
tion to the increase in the quantity
of money. This often happens in
an advanced stage of expansion
when ‘prices ' have risen' long
enough to create a. general belief
that they will keep on rising. The
value of the total stock of money
falls,, while its nominal quantity
remains stable or rises.4 “A: specu-
lative ‘boom' is viciously = self-in-
flamimatory  because ' the' rise in
prices, instead of curtailing the
demand, stimulates it." This is the
kind of inflation which has given
rise  to  the false maxim.that a
poom is7iteVitably-followed by a'
collapse,.-The maxim is true only
if ‘many" prices have reached a
level ‘which ‘people pay only be-
cause they think they can sell be-
fore the boom is over. When this
stage is reached, it is only a ques-
tion of  time ' till prices collapse.
The boom  cannot ‘level: off, be-
cause too many holders are in the
market only as in-and-out trad-
ers.. Any price is too high from
such'a: traders’ standpoint unless
fle thinks it is going higher. The
booms of early 1917 and early 1920
are familiar cases of this type of
inflation. ;

-There is little indication of this
third - type 'of inflation - in ‘the
United States at the present time.
There is no general reluctance to
hold ‘cash' assets,  savings bond
sales are running about as high as

. |redemptions, savings deposits con-

3 Theoretically, a 'monetary in-

flation might ‘arise also from a de-
crease in: demand . for cash. bal-
ances without an increase in sup-
ply ‘of money, Such cases are
rare in pure form though brisker
spending of balances often charac-
terizes the first stage of recovery
from depression, and, as is pointed
out below, a general attempt to
reduce cash balances is a dominat-
ing monetary factor in the astro-
nomical inflations which some-
times result from a breakdown of
public taxing power and public
credit. : .
“ 4In the fechnical language of
economists, M rises and V falls or
remains constant in'a monetary
inflation; in a speculative infla-
tion, both M and V rise.
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production’. (if ‘there are unem-|

tinue to rise, 'and commodity
hoarding is not immoderate. The
farm land boom has not, in most
areas, outrun  the proportions of
an adequate adjustment to changed
income prospects and capital mar-
kets, The low level of long-term
interest rates at which earning as-
sets are now capitalized, the sell-
ers’ markets for almost everything
that - industry  can  produce, the
temporary Government guarantee
back of farm prices, would make
the old level of land prices inap-
propriate even if the general level
of commodity prices should move
no higher..” -

/The fourth order of. inflation,
which 'we may call the public
bankruptcy. or: astronomical type,
is ‘the case where a monetary in-
flation based on a'budget deficit
financed by the issuance of new
money has reached uncontrollable
proportions. 'Prices. rise so fast
that Government expenditures ex-
pand faster than the Government
can increase its tax collections, It
cannot borrow either; except by
creating -more  and more paper
currency or bank deposits. There
is a flight of capital, and the cur-
rency depreciates rapidly on for-
eign exchanges. This case is for-
tunately rare, In American history
the outstanding examples are those
of  the .Continental currency . and
the Confederate currency, both as~
sociated with complete collapse of
the taxing power and. of public
credit. The numerous wild infla-
tiong of Continental Europe in the
early 20s and the Greek and Chi-
nese inflations  of World: War II
are other examples,

" There is not the slightest ground
for apprehension concerning this
fourth type of inflation in" the
United States.  The rapid curtail-
ment of public expenditures, the
maintenance’ of ‘a. high -level of
wartime taxes, and especially the
maintenance of taxes on the lower
incomes ~deducted at' the source,
give assurance’ that the Govern-
ment has not lost control of the
fiscal situation and is in no danger
of having to resort to’ wholesale
creation of money. :

‘For practical purposes, the range
of immediate uncertainty narrows
down to the prospect of an:in-
flation of the second, or monetary,
type, which might be followed
later by the third type. As to the
first type, sporadic inflation, spotty
shortages due to accumulation 6f
deferred * demand- and . impaired
production ‘are  unavoidable, ‘but
temporary. Housing, automobiles,
cereals and silk are perhaps the
most serious. Nearly all other cases
should be cleared up by the fall of
1946, " L *

Since each shortage presents a
different ‘situation its price conse-
quences can best be mitigated by
direct selective controls. As was
indicated above, the problem here
is to avoid on the one hand the
development of a temporary price
bulge that will be followed by a
decline after generating excessive
profits and encouraging excessive
wage demands, and on the other
hand, to avoid making control so
drastic that labor and capital re-
sources will’ bé diverted. to other
fields of production where' their
output is less urgently needed,
thus prolonging the shortage. A
serious inflation of the third type
may appear later if the monetary
inflation runs very far. The fourth
type, as was indicated " above, is
out of the question, But the pros-
pect for the second type, a general
markup of goods and services. cor-
responding to the growing abun~
dance of money, requires more de-
tailed analysis before the answer
can be clear. The first step in
such analysis is an examination of
the process by which monetary in=
flation develops.

Process of Monetary Inflation

It will not be disputed that the
organization of production and the
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ment borrowing.

during the war were, and still are,
of ' a strongly .inflationary 'ten-
dency. - Government expenditures
have been ‘enormous by all pre-
vious  standards : and " they . “have
been financed in- large part by
methods '« which. did not - curtail
private spending to offset the in-
crease - in : public . spending, ' The
pattern is that made familiar in
previous wars—expansion. of cur-
rency and sale of bonds to banks
as an offset to new deposits created
by public expenditures. War loan
accounts were: made free of re-
serve ‘requirements, and as. the
funds. were spent and reappeared
in private pocketbooks and bank
accounts, new currency and new
bank ireserves were made: freely
available by expansion of Federal
Reserve credit. Thus the total vol-
ume of currency and credit:rose
without putting any pressure on
the banks to restrict private ¢red-
its.- Since the end of 1939 demand
deposits (other than Federal Gov=
ernment ' and interbank) have
much- more than doubled in vol-
ume, time  deposits have nearly.
doubled, and currency in circula-
tion has nearly quadrupled, The
volume of these threeforms  of
money amounts to 151 billion dol~
lars; the stock in 1939 was only
63 billion, Leaving out time de-
posits, the increase is from 36 bil~
lion to 102 billion dollars,  Prac~
tically all the new money came
into -existence  through  Govern-

As this money was spent, total
income rose, and'the increase in
taxes, though substantial, was not
sufficient to hold the income avail-
able for private use down to its
previous level. Of course the sup-
ply of goods and services available
for purchase by the public did not
expand correspondingly; in many
cases it . was actually reduced.
Thus the total income generated
by publicjand private expendi-
tures (after payment of taxes)
came to be much greater thanthe
cost ‘of goods and -services -that
were - available for . private -pur-
chase.. Part of the difference was
used.to purchase war bonds, and
most of the rest was accounted for
by.the accumulation of currency
and ' bank ' 'deposits . in private
hands. @ :

In this process net total saving
(including under this term funds
that represent unspent deprecia-
tion :allewances: and. liquidation,

eqpal :to:the- amount of Govern-
ment deficit plus the small amount
of private investment. It could
not be less, since every dollar of
the difference between taxes and
Government expenditures was re-
flected in an addition tbo security
holdings either of nonbank inves-
tors or of commercial and Reserve
Banks. To the -extent that the
second took place, new bank de-
posits or currency was created and
appeared ' in - someone’s ‘unspent
balance.5 Although these deposits,
currency holdings, and bond ac-
cumulations . constitute individual
savings, the economy as a whole
has accumulated no earning assets
or consumable goods to correspond
to them; they.are ‘claims against
wealth that does not exist.t

. This response of unim{ested sav-
ings to monetary expansion always
occurs, since someong accumulates
money - equal to -the issuance, of
currency and  the ' expansion of
bank deposits. Someone may ask
why, in that case, the price level
is ever pushed upward by expan-
sionary  deficit finance, The an-
swer is that the equivalence of
saving and monetary expansion is

5 Except for an amount equal to
the increase in the banks’ capital.

6 One minor -exception is to be
noted.  The surplus: property held
for sale by the Government is an
offset and as sold will mop up a
corresponding . amount of money,
just as would a corresponding
amount of taxes. In addition the

:| surplus property, will relieve some

of the acute commodity shortages

method of finance which developed

5. nowd

if it is sold before supplies become
normal, ey ;

Noaot

of: ‘working i capital assets)  was|

T

only in dollar terms. In real terms,
that is, in command over: :goods
and services, the increase ' in the
amount of ‘unspent balances' that
the public is‘willing to hold may
be more or lesg than the equiva-
lent of the new money at the old
price ' level. In" either of ' these
cases, in the absence of subsidies
and direct  controls, . prices must
lchange 50 as to adjust the pur-
chasing power of the total money
stock to the effective desire of the
community - to'" hold -: purchasing
power in that form. Jh i

If the community desires to in-
crease - its ' uninvested ' savings,
measured in' command' over real
goods' and services, in line with
the increase of money supply as
measured in dollars, no monetary
inflation occurs. .It is not anom-
alous that the wartime monetary
expansion did not promptly gen~
erate the proportionate offsetting
change” of prices which would: be
called for by the classical quantity
theory of money. The response of
spending and saving to' monetary
expansion is influenced by changes
in income ‘distribution, by : the
availability of goods and services,
by price ' control and rationing,
and by propaganda ' promoting
sales of bonds and of Government
insurance. If people would ex-
pand their  cash balances  suffi-
ciently to absorb the new money
without increasing their expendi-
tures, a Treasury could  finance
itself, interest free, without disas—~
trous consequences. ' T g
..During World War II such de~
vices as rationing, price control,
and bond campaigns were remark-
ably successful in stimulating an
increase in saving ‘and:thus slow-
ing down the pressure on prices.
Although there have been substan-
tial price increases, the value of
the total stock.of money (includ-
ing bank deposits) as measured by .
commodity  prices, . either' whole-
sale ~or retail, is at least 50%
greater than it wag in early 1940.
It is still ‘greater as measured by
the level of rents and of services,
most. of which have been con-
trolled more: rigidly “than com-
modity  prices, although neither
the housing nor the services are
available - in, the quantities  de-=
‘manded at these prices.” In addi~
tion the nonbanking public, ‘de<
spite ‘very low interest. rates, has
accumplated bonds to the extent
.of . more thﬁtk.'fbﬁr months’ na-
tional income at the level of 1945
The 'ratio of individual- saving to
disposable' income of individuals.
rose from less than 9% in 1938-39
to. over. 25% in . 1942-45. . The
major share of the savings went
directly into bonds, -and most of
the rest remaing in unspent bal-
ances,  ‘against. - which low-yield
Government securities are held by
commercial and Federal Reserve
Banks. }

One factor which has helped to
hold back the rise of personal ex-
penditures is the general belief that
in a short time: it will be possible
to spend money: in a better mar-
ket, not necessarily a lower priced
market,  but one where ' the in-
creased variety and the improved
quality of goods will justify wait-~
ing even though prices may rise.
‘The ' belief has been an effective
inducement to saving only because
the ‘increase in prices which' is
generally anticipated is of mode-
rate proportions. If a wild infla-
tion ' were expected, : spending
would be stimulated instead of de-
layed by  the narrow range of -
choices. . pet : el

Moreover, during the later stages
of the war effort a: considerable
amount of expenditure incurred
both by Government and by mem-
bers of the armed forces was made:
in foreign markets and hence ex-
erted its inflationary force abroad.

Outlook For Price Changes

The outlook for continuance of
general upward price pressure
during ,1946-47 in  areas where
there is no bottleneck on the sup~
ply side due to monetary con-

| ditions, will- depend -on three
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+things: the flow of current savings;
and dissavings, the‘level of invest-
ment  expenditure, including: the
Government deficit, and the:vol-
ume of goods and services pro-
duced.? ' The volume of money is
important-only -as it'bears on the
first of these.: Abnormally high
cash® holdings - and : holdings - of
bonds redeemable-on demand. of~
fer an’ opportunity : for :abnormal
expenditures; they do not guar-
antee’ that it will-actually occur.
The dissavings of those who treat
their wartime savings as tempo-
rary must be: deducted from: the
new savings of others to determine
total savings; if these fall below
the level of investment expendi-
fure, national income and gross
national product (as measured:in
dollars) will rise; if they exceed
investment, income  and gross
product will fall. If production in
physical .terms: does  not change,
prices rise with rising money: in-
come, and fall with falling money
income. - If production increases,
however, prices fall more, or rise
less, than total money income and
national product. With this back-
ground: of general considerations,
we turn: to. consideration of the
prospect for 1946-47,

Inflationary Factors—The fac—
tors making for a general price
;'ise may be summarized as fol-
ows:

(1) Many ‘goods that are bemg
produced  in normal volume are
now.. lower in price than market
demand  would. justify, This is
clear from the promptness  with

~ which goods. disappear from mer-
chants’ shelves.  In' some cases
price  control hag prevented any
adjustment since 1942 or 1943,

.. 1To make the statement accu-
rate; “savings” must include accu-
mulatlon of unspent depreciation
reserve funds, and balances re-
sulting from hqmdatxon of inven-
tories ‘and ‘charge ‘accounts; ‘in-
vestment” must include remvest-
ment, all of course in current dol—
lar amounts i
8Part of this expenditure is al-
ready accounted for under the def-
icit, but the funds advanced to the
IMF are to come from the Stabili-
zation Fund and are not counted
in tthe budget estimates of the def-
ici
9 Dismissal . pay probably does
not, on th(; average, ‘equal regular
setvice pay phfs
dependéncy allowances. It is, how.
ever, superimposed-on earned m-
come if the veteran is at work, and
in other cases on unemployment
' compensation, = Moreover, it is
spent in this country, whereas a
large part of the servicemen’s pay,
maintenance, and other expenses
. paid by the Government have been
creating purchasing power in for-
eign communities and not at home,
10This is apart from the con-
sequences of possible increases in

savings and in productivity, which‘

-are discussed below.

11 General ‘wage increases can-
not in' general' come out of sav-
ings in corporate income and ‘ex-
* eess, profits taxes since the latter
are ' concentrated ' .in  the : most
. profitable ‘concerns, whereas wage
increases’ fall ‘on  profitable ' and
unprofitable  concerns ahke, and

the costs that' govern prices are.

those of marginal concerns. This
is not to deny the possibility\that
strong unions may succeed in get-
ting . from ' 'prosperous  concerns
wages above the competitive level.
Such .increases’ would not be in~

flationary ' except to . the 'extent

that ‘the: workers’ " spending 'rate
might be higher than that of the
corporation or its stockholders. ‘It
has been suggested also that wage-
rate  increases may  not: increase
‘wage costs because they are offset
by decreases in overtime and shift
differentials. ' These - decreases,
however, result from a decreased
scale of operations which increases
the general overhead cost per unit
of labor; we cannot generalize that
the net effect would be to decrease
unit costs if basic wage rates were
unchanged

sustenance and

while dlrect costs and consumey
buying 'power have risen.: In:a
few important cases, prices are be-
low :costs: and ' the difference  is
made up by subsidies. ~As these
are' removed—and we -cannot as-
sume that it is-national:policy. to
continue them indefinitely—prices
must rise unless costs fall. .

(2) ‘Some excess of Government
spendmg over tax revenues may
continue through 1946, The Janu-
ary' budget estimate  was for ‘a
deficit of $10 billion in:the first
half of calendar 1946 and $4 bil-

lion for the fiscal year 1946-47.

The estimate ' for = January-June
1946 has since been reduced - to
$3.6 billion; a price and wage in-
flation,  even:  a ' moderate one,
might wipe out the deficit for

-1946-47 entxrely The inflationary

potential arises from the fact that
the deficit is to be financed from
balances: ' already ' held by - the
Treasury rather than from’ non-
bank borrowing, so that no one’s
purchasing power will be reduced
to offset even partly the effects
of the Government expendltures
This means that private incomes
will be greater than the output
of goods for private consumption
by the full amount of the deficit.
The inflationary effect of a deficit
financed by the transfer of funds
from inactive Treasury accounts
to individual and corporate bal-
ances is the same as that of a
comparable ' deficit - financed en-
tirely by borrowing the proceeds
of bank credit'expansion or prmt-
ing new money

(3) Both dxrectly, and through
the International ‘Bank and: the

- International Monetary Fund, the

United ' States Government will
lend dollars on balance to the rest
of the world, and these dollars will
be provided 'in such way that they

'do not correspondingly. reduce the

purchasing power otherwise avall-
able in the'market for consumers’
or producers goods.8.
will increase the demand of for-
eigners for American goods; with-
out causing an offsetting decrease
of demand elsewhere.  In a period
of ‘depression and unemployment
such a stepping up of ‘demand
might generate an increase of pro-
duction rather than a substantial
rise of prices; in a setting of full
employment it is almost purely
inflationary,

.(4) As was noted above, cur-

rency' and bank: deposits’ have al+
ready reached extraordinarily high:

levels, even in'proportion:to'the
high- wartime rate of productlve
activity and the current price lev-
el, In the absence of a change in
credit policy they will continue
to expand through 1946. Further-
more, there is a large volume of
bonds that are either: redeemable
or marketable and under present
policies  are practically cash, If
they should be cashed in large vol-
ume they are likely to be replaced
by bonds sold to banks.

The three " factors ' last named
provide ' the ‘purchasing  power
which makes possible a continua-
tion, ' or' intensification, of the
present upward pressure on retail
prices. The next four points have
to do ‘with the prospect that this
excessive buying power will actu-
ally be used to an extent greater
than the offsetting -accumulation
of new uninvested savings.' '’

(5) There is a huge accumula-
tion of deferred. demand for dur-
able ' and “nondurable goods. = A
substantial part of the liquid as-
sets of ‘individuals is being held
with a view to financing the pur-=
chase of goods, both durable and
perishable, that are not.yet avail=
able.

(6) Demoblhzatlon of the armed
forces is stimulating an increase in
retail buying, which will continue
for another six months. ' Dismissal
pay and unemployment protection
postpone acute job worries.? Re=
turning " members of . the . armed
forces are- short. of conventional
necessities, ‘especially: civilian

clothing,” ‘Some " of ' them . do, 'of |

course, exercise restraint in spend-
ing until their- employment plans

are: settled; ~With. a strong labor’

The loans

market, however, and' assurance
of .income in the event of unem-
ployment, there is no pressure on
them to postpone expenditures.
('7) 'Organized ‘labor is pressing
for large wage increases, in many
cases outrunning  the decrease: of
“take-home” pay that results from

.| decrease of overtime and shift dif-

ferentials. It is certain to obtain
at least a substantial part of what
it asks.. Any or all of three conse-
quences may. follow,10: These are,

first, redistribution of income be-
tween owners and employees; sec-
ond, an upward: adjustment. of
prices to cover all or part of the
wage increases; third; curtailment

of production: because .costs :be-
come too high' at: existing prices
and ' ceilings - are not -adjusted.1l
The second-and third are clearly
inflationary; 'the first is at least
not . deflationary, since ~wage: in-
come is taxed, on the average, at a
lower ‘rate  'than: the = profits. of
business, :so - that = wage  income
(after taxes) - is increased .more

than profits (after taxes) are re-1

duced,

(8) Some policies: of the Fed-
eral” Government are : restrictive

and others are expansionary. ‘In
general, however, the deflationary
policies (primarily high taxes and
price control) are generally re-

garded: as concessions to the war
necessities while. the expansionist
policies (largely developed in the
30’s to combat-deflation) are deep-~
ly rooted in the thinking of both
the leadership and  the rank and
file of the population Unemploy-~
ment . insurance is - mildly. anti-
inflationary -in .times . of. high-

‘employment and mildly anti-de= -

flationary in .times of heavy un-
employment. - The . farm..credit,
housing, and ‘veterans’ loan pro-
grams are purely promotive; if in-
flation develops, they may be cur-
tailed, but . certainly . they will
continue to.be instruments of ex-
(Continued on page 224)

pledged*)

"STATEMENT OF CONDITION

MERCANTILE- COMMERCE

BANK AND TRUST COMPANY

. Locust - Eighth*_’; St. Charles
ST. LOUIS 1, MISSOURI

1946

JUNE 29,

%

THE RESOURCES

l Cash and Due from Banks

. United States Government Obligations, di-
~rect and guaranteed (mcl $68,271,592.34

% 83 319, 190 58 "

Other Bonds and. Securities
Demand and Time Loans

. Stock in Federal Reserve Bank in St. Louis_ -
Real Estate (Company’s Building)-..___.

Other Real Estate and Claim agamst U:'S.:
Government .

Overdrafts Wl

“Surplus ..

Capitai Stock

- o

~‘Customers Liability p@ . Acceptances and, |
Letters of Credit ...r;____.g_-'__..s_‘._s-_,__- 1
Other Resources - :

THE LIABILITIES

of Credit .

‘ Deposxts, Secured:

- Other Deposits:
Demand

Other L1ab111t1es

Other Pub. Funds

. Undivided Profits
Reserve for Dividend Declared
Reserve for Interest, Taxes, etc
- Unpaid Dividends -
~ Bank’s Liability on Acceptances and Letters

U. S. War Loan_$ 4953660834 i
7,349 567. 81 § 56,386, 176 15_\

$235,193, 498.22
54, 154 286.21

130, 518 01 $289 478 302, 44 $346 364,478. 59 i

5 194,517,127.66 ;

$378,346,613.92
i ey

$ 12,500,000.00

23,349,284.20
66,700,805.72
1525,000.00
2,790,536.40

1,500,000.00
. 11,100.33
Lot ux 'L)S
> 5616 997.96 & ¢
16,571.07

5,000,000.00
- 5,460,271.35
250,000.00
2,983,940.89
©3,560.80

5,616,997.96
167,364.33

Al

$378 346,613.92

$ANl Securities pledged are to the U. S. Government or its Agents, State of
. Missouri and the City of St. Louis, to Secure deposit and I_iduciary obligations,

MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION
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Prospects of Transition Inflation

. (Continued from page 223)
pansmn The rule against bring-
ing back surplus property held
abroad  retards the restoration’ of
supply. :Much more important are
such - broad " policies . as - public
works designed primarily to create
current-income, protective tariffs,
the support of 'farm prices based
on ‘the  parity principle,. com-
pulsory collective bargaining, and
the doctrine that wages should be
adjusted to upward movements in
the cost of living, Farm price
parity, and wage parity, if effec-
tively' applied, ‘would -make. an
.endless spiral of any. initial ‘up-
ward movement in- the level of
prices. )2 While they would be-
come effective only after an in-
Fflation had been started by other
factors, it is in just such a period
that they would have the greatest
popular appeal,  They would
Pprobably not be abandoned for:a
long time even in the face of rapld
mﬂatlonr

.‘Antl-lnfla.tionary Factors, = As
Against these ‘considerations :four
yeasons are often given for the
belief that . the transition process
will involve an early reversal of
the upward trend of prices. One
of these is ‘the decline in the ex-
penditures of the Federal Govern-
ment, which when completed may
amount to $70 billion per’ year.
.A 'second is a possible serious rise
in unemployment with*a. conse-
guent: 'check ‘on  the spending
“habits of those who are employed.
*Third; there is a Dbelief that when
:reconverswn is * completed  and
labor controversies are settled, the
production of goods and-services
will be so great that the expanded
supply of money will be found to
be no!larger than will be needed
1o finance the output of 'industry
- at- present price levels.” And
Fourth, it is argued that people
have formed habits of saving, the
persistence of which : will' more|
than offset the forces makmg foz‘
inflation,"

' First,” as to reductxon of the
I‘ederal deficit, Because of rapid
demobhilization'and the high level
of business activity the deficit is
declining faster than was antici-
pated ‘at the close of the ‘war or
even at the end of 1945, ' Private
investment,; on the other hand, is
Teviving rather more. slowly thari
was anticipated. ' The ' danger: 1o
price stability in 1946 is not in the
size of the debt, which could -all
be taken care of by sale of bonds
to non bankers but in the pros~

12 Of course the panty prmcrple
never ‘can be 100% effective, with-
out Iag because the prices agamst
whichi parity: is measured have to
move first,” before any. compensa—

U1 pect ‘that-'it will"-be fmanced by

‘drawing ° down ‘Treasury war’ loan
balances..” The -~method  is/ even
more -inflationary : than- the:war-
‘time  deficit ' financing, ‘since- no
‘one’s  purchasing © power 8’ de-
creased to offset the-Government’s
expenditures,!3. whereas much:of
'the wartime  deficit’ was covered
by sale ‘of bonds to persons whose
expenditures were corresponding-
‘Iy reduced. It may.add.$10 billion
to the present supply of money. A
deficit financed by new money ' is

‘not-a deﬂatxonary factor, merely

because it is lower than it was
at:a prevlous date; it is only:a
weaker inflationary factor than it
was before, Nevertheless it is true
that:the change in Federal budget|s
requirements will soon' remove
the chief factor which has been
generating ' inflationary pressure.
There will still be danger of a
delayed reaction from wartime
financial policies but it will - be
much - less ‘difficult to : exercise
credit controls, if they . become |:
necessary, than was the case when
the money . markets were domi-
nated by Treasury def1c1t opera—
tions.™

The second point. relates to the
indirect effect.on-the general rate
of spending  of the displacemeént
of labor incident: to..demobiliza-
tion ‘and reconversion. Undoubt-
edly there will be more frictional
unemployment over‘the rext year
than  there was'during the war,
even' if boom conditions: continue
to prevail in civilian industry as
a whole. Employment in the air-
plane, ordnance, and explosives
industries has contracted  rapidly
and all.three of these industries
are located 'to a large extent: in
communities where industrial ac-
tivity of prewar types,.even at.a
high level, would not provide em-~

ers.1¢ ' Either' these communities
‘must develop entirely new indus-
tries or partof'the workers must
move elsewhere.if they remain in
the . labor force, Reabsorption,
however, is taking place more
rapidly than was generally antic-
ipated.”

‘It is obvious that a 51tuatxon in
which some millions of. workers
are unemployed is less inflation-
ary than the one in which they
were employed at war-work, be-
cause - their--buying  power - has
been reduced, while in either case
they “contribute nothing “to" the
supply- of .consumables... This .is

13 Except that it requires an in-
crease in'total bank reserves, since
war loan-accounts are free of re-
serve requlrements

< 14 However, in Cal1forn1a air-
craft factories were actually ad-

tory actlon is ‘indicated; ~

e mt
BEBAIIII 6A0SDL
e mmuo\
R Rt
O in @
R LTI

/ mmn NTSYILE
®

¢

.CEMIMII
mmu O ATHENS

@By °

VALDOSTA®

vertising -for help in December,
1945. !

NORTH CAROLIN

EORGIA

owouLTRIE

INVESTMENT BANKERS

Members New York Stock. Exchange and ..
Other Leading Exchanges .- <

: UNDERWRITERS AND DISTRIBUTORS OF
INVESTMENT SECURITIES -
{

BROKERS OF BONDS, STOCKS, COMMODITIES - -
Private Wires o Home Office: Atlanta e Phone LD-159

Pz F v

ployment “for all the -war work- |

aré - extremely

really just another way of stating|
- : |has recently been caused by cut-

| ers- still- have-a lot of spen

-.either wages or employment,:,

part‘of the anti-inflationary effect
of the reduction of the deficit: As
compared with the employment. of
these  workers in’ peacetime iin=
dustry,  however; the effect of
their * ‘unemployment = on ‘' price:

pressures is'not:so clear. Whether 3

60 million people ‘are.at: work in

‘civilian rindustry, ‘or: 5J. million:

are at work “and '10. million ‘un=
employed; - affects - both sides -of
the demandrsupply equation, © A
smaller number’ of workers will
have" less: spending : power ‘than
would a:larger: numbet, but they

will also produce less goods.: The |

common notion  that unemploy—
ment is a direct cause of price
deflation is mostly an illusion re-
sulting from the fact that the two
usually go together The primary
relationship is that falling prices,
whether caused by a monefary
deflation or by a rise in the rate
of . uninvested: saving,  tend to
cause employment 15 — not 'the
other way around.

Two qualifications of this state-
ment are necessary, however. One.
relates to the effect of unemploy-i
ment on the buylng psychology of!
those who remain émployed;ithe
other*to the effect of contrachon\
of economic activity on'the !in-|
ventory policies of manufacturers]
and distributors. As to the first, it/
is ‘true that: when unemployment|
increases; some employed workers|
cut their spending as a precaution
against the rainy day. But agajinst
these unspent savings must be set:
the forced expenditure by the un-!
employed and their relatives. of|
past savings, plus unemployment
insurance 'and - relief payments;'
which are - not balanced by a con-!
tribution to the output of: gopds.!
Neither effect is particularly im-:
portant-while employment: stands!
at its present high level.

vAs to the second point, it may
be suggested that in making the
{ransition from an economy of
60" million- to “one :of 50 million
workers, invehtoties of goods in
process and retail stocks would
have to be reduced in size, and
this reduction would cause a tem-
porary . ‘buying - recession and
slump ‘in production far greater|
than.the permanent change. The|
point would be a good: one’in
normal times bul'is irrelevant fo
the - present 'situation, in' which
stocks of -the- go
ow 'and unbal-
ariced. “In’mnormal- times a' éur-!
tailment of @ industrial  workers’
buying compatable to that which

backs,  shutdowns, downgrading,,
and disappearance  of overtime,
would have'led .to reduction of
dealers’  inventories, - cut-price
sales, and-liquidation of consumer |
credit- lines corresponding to|the;
contraction of productive activity..

|Inventory -and -credit losses ‘and’
I shrinkage ‘of “volume :would ,wipe

out many dealers” profits and pro-,
duee a crop of bankrupteies. ' !

Some ' observers expected - this,
sequence fo follow the abrupt dis-'
continuance -of  munition ; produc-;
tion "in "1945. They  forgot:iwo,
things:/ first, that a ‘cutback con-'

1fined ~to ‘'war- werkers -does inot|

reduce,.and may eventually|in-
‘crease, the scale of civilian goods

.| productionand  the appropriate,

level of inventories;' second, that:

.| dealers’ inventories were already

below: the . level that:would nor-|
‘mally accompany the present spale

of ‘civilian mdustry

“Moreover, the displaced: wgrk—

ing’
power—as  is ' evident ‘from | the’
record of Christmas sales in war-
plant centers and from the slow-;
ness  with - which these ‘workers,

1]
are acceptmg jobs. in -non-war:

work. The current unemploym'ent

what there is of it, is quasr-vol-‘
untary It reflects dlssatlsfacpon

15 This is chiefly because of the
rigidity of wages against down-:

ward readjustment,- Falling pmces|,
-1 which- ‘merely -reflect-technolog-|

ds: people want '

ical progress do not tend to reduce.

| with ' the kind of jobs available
‘l'and ‘with the current wage scale

‘I'ratherthan 'a lack:of job oppor-.

tunities, ' Some ‘of it is: fictitious,
arising from. the requirement that
asplrants for :unnemployment com-

. pensaticn register :as job seekers

and. rejeet at least one job as un-
sultable RS

. :Third; : the prospect of an in-
crease in- production which is 51g-
nificant - for a judgment of price
outlook invelves two distinct is-
sues,  First,' an: increase in, the

.productlon of civilian goods and

services will certainly result. from
the. transfer of labor,. capital, and
manageria] - effort; from . wartime
to peacetime tasks. Second; some
Observers confidently expect a
major::increase :in - total  output
above. prewar :levels, partly be-

cause of a higher level of employ-

ment, but chiefly because of im-
provements in' productivity that
have occurred. during the war or
are expected to. occur in the im-
mediate future,

The: writer’s ]udgment is that
current expectations -as to the
productivity of industry during
the transition. period are far- too
optimistic. This is true even if
current: rosy forecasts.of the in-
crease in.production. over.the next
decade are. justified. ‘The' techno-.
logical situation in 1946 and: 1947
will be dominated hy-the imme-
diate. effects ‘of ' the ‘war and . ot
by. the long term rising’ trend of
knowledge “ Forfour ‘years. we.

‘have’ concentrated’. the research

brains -of ‘the’ country on ‘the im-

provement of: techniques, and ‘the |
increase’ of: mvestment in. war |
-mdustues, which’ we’ had. been

neglectmg for 25:years, .During
this ‘period. we have’ corréspond=
ingly :neglected to. maintain ‘the

equipment and: develop.the tech~|.

niques’ of ‘peacetime industries!
the reasonable expectation is'that
in: 1946-47 they will betechno-.
logically . worse. off  than . they
would: have been had there been
no war. ;

I Moreover, .-account - must be
tak_en of a:conspicuous. decline in
the  -individual productivity of
workers due partly to wartime
upgrading and partly to the weak-
ening of discipline which accom-
panies an extreme .abundance of
jobs.16 | During ‘the war——as was
ihe case also during and just after
World War I—this appeared 'in
exaggerated  form. 'There ‘is no
reason to assume that the loss of
individual’ productivity'is perma—
nent but' it will- probably remain
1mportant at-least through 1946,

These consideratlons are disre-
garded by, ‘many ' observers - be=

cause of statistical evidence that |

man-hour productivity has actu-~
ally. increased = during the 'war
much more rapidly” than it did
in prewar. years. The facts are
astomshmg rather than. convine-
ing; however, since there are sev-
eral-reasons why the output ‘of
l,abor and -other resources:em-
ployed in.war productron as con-

‘' ventionally measured,’ is higher

than the: potent1a1 output ‘of..the

same resources in ‘peacetime: The |

difference is partly real and partly
fictitious, " 'The . fictitious. element
arises ; from: two factors.  First;
cost-plus, -and - cvirtual - cost-plus
arrangements cover:into value of
gross: product: much 'unnecessary
expense,. ‘spoiled..:work, . hoarded
labor, and other ordinarily wunre-
coverable costs. Second, some ap-
parent; gains .of productivity have
been ;made by .accelerating :the
depletlon of natural resources, as
in-the rpetroleum: mdustry and in
agriculture,. or by using up in-
ventones, as in the Ieedmg of old
grain stocks to meat animals..
~Reconversion-. involves ‘a £1ct1-
tio'us loss. corresponding to. these
fictitious - gains. The' writer is

'skeptical also of the. permanence

of most .of .the genuine gain, for
the' following -reasons:: -First;" a

considerablé - increasé in produc- |

tivity resulted from the. transfer
of: 1aboy 'into munitions industries

J-16Cornpare‘»*w.' i 5 bk Bevéridge,

| Full- Employment -in _a Free So-
ciety, pp..194-98.. . ...
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‘from service : lines “and ‘the;less *
mechanized industries.. ' This/ig 3 -
only a temporary gain,’ A
"Second, a’ very large ‘part of ¢
{he genuine gain in’ productivity
resulted from, the standardization’
of output which accompanied con="
centratlon of 'whole-factories on
Government - orders. ' Obviously,
labor ‘can be'much more *“produc-
tive” in" making uniforms by the :
htindred thousand than in pro- "
ducing’ diversified - garments ! for
civilian 'use. Food 'can ‘be pre=
served more economically in’ large ©
containers’ for ‘army use than i *
small’ containers for rétail” dis~ =
tribution. ' These gains ‘are’ not ~
Eransferable to peacetime 1ndus- :
Xy :
Third, a large temporary gam ;
in ‘man=hour productlvty has're- '
sulted from 'abnormally: full util= *
zation of the capacity of both labor :
and 'equipment, A porter does -
more work if he services a sleeping
car ‘or a hotel that is always full
than one that is half empty sey-
eral “days .in the week; ‘under
peacetime conditions: if the de-'
mand  does ' not decrease, more
hotels ‘and sleeping cars will be
‘built and-operated. ' Similar econ-
omies of full load or-overload are :
‘apparent in.hospital and medical
service,  in: truck: and. rail: trans- +
port of frexght and in many other -
‘industries.’ ‘In retail: trade; oyer= -
"load . enables: a: dealer :to. curtaxl
'service and. advertising and:to ef- |

fect. a larger.:turnover per. ‘unit

‘of ‘1abor; ‘of ' space occup,ted and -
of equipment.’ This is not in any
real ‘sense ‘an' evidence of ..in-
creased productivity of labor: ‘and
other resources. employed in’ dis-
tribution.  The -increased . load .is -
‘temporary, beirig ‘due to’the war="*
time. decline in: number:of refail '
outlets and to’ the excessive huy=
ing power of customers as com~
pared . with quantity of avallable‘;
sfocks as currently priced, -
..Fourth, much of the wartlme .

tions industries of mass produc~ :
tion methods which were already
in use in peacetime industry but
not 'in the relatively small-scale
war industries; = Particularly ‘is

this true of the airplane industry, -
‘which changed over from a han-
"dicraft to'a line-assembly mass-~ -
production - industry. = The  shift -
effected an enormous increase in
the ratio of output: to labor em-
‘ployed, “in’ spite ~of  notoriously

‘wasteful use'of 1abor.. But:little
of this improvement is now avail-

‘able to increase the output of ‘the

‘automobile . industry; - in which, "
mass—productlon methods were al- ¢
‘ready in use-before the war, and :
from which, indeed, the wartime

airplane industry borréwed them. ©
Likewise, . great improvements

were made in:the production of *
ships. but we shall build few ships.
'in1946=47. and there is‘no reason -
to. think that :much- of this new,
technique will ‘be : carried ‘over -
-into the production of houses, for ;
examp]e

LLFifth, food productlon has. been y
,favored not. only. by 'great .ad- .
vance .in plant breedmg and .in=- .
'sect’ control, which is: permanent; :
-but :also by ‘an - extraordinary: se=.r
.ries ;of - good : crop: years. which :
cannot - be sexpected : to " continue -
Lindefinitely. : The ; so-called..ef-:
ficiency gains of agriculture will '
suffer . severe ' deflation if . the :
.dustbawl takes. to. the -air again..
. Moreover, for.staple:food. crops, :
.the relevant: question of produc=.
-tivity-relates not to. American ag-

riculture but to world agriculture. ..
European agriculture has received '
-a terrible setback ;from . destruc-. :
tion ‘of 'animals, neglect_ of fer- .
tilization, demoralization of trans-
'port,.and dispersal- of workers,.to -
say .nothing  of - the wastage -of .-
fields  and woodlands in battle‘,
Zones.. . :

""Some carry-over [6f new techa:
niques there: will .be, of course. :
‘Much - of-what. hasbeen learned .
'in chemistry - 'will .be . useful . to

peacetime* !industry,” 'and . ‘ship~ -
buudmg and aircraft production ..

B kg e,

in thelr restrlcted areas . will ben=;
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efxt enormously from the wartxme
experience. : But in most lines the
genuine gains from the research
done. in.'wartime : will ,accrue .in
the more distant, future;.they. will
count for little in 1946-47 because
their application to non-war in-
dustry . will . require. added  re-
search; new mvestment and added

. experience,

-In view of these facts any in-
crease  in man-hour productivity
from 1941 to 1946 except that due
to fuller use of ccapacity, say 5%
over-all industry, seems improb-

‘. able,l7. By 1947 the effect of new

investment in-peacetime industry
will - begin' to show :itself, but a
further increase of 3% would: be
an optimistic expectation.18 - -
“The prospective volume of pro-
duction is dependent also' on' the
size 'of  the postwar labor “force,
and here also the writer beheves
that most current expectations are
too high. Withdrawals from' the
labor force are' running ‘higher
than was generally forecast; the

' writer ‘guesses the average labor

force in fiscal 1946-47 at 59 mil-
lion rather than the usual figure
of 62 million.  If we allow for
3 :million unemployed and 3 mil~

- lion in the armed forces, 53 mil-

¢ lion -jobs would' constitute' sub-

. 'stantially full :employment,  This
- is about 18% more ‘workers than’

were employed in:1940.- Allowing

. for :a 7% increase in man-hour:
/! productivity - and :'no/ change: in
-working ‘hours we‘get a: gross na-
- tional -product:-of ;$163 billion+ at
1944 prices:from civilian effort.19
; This would: provide for,” say, $33
. billion: of Governnient’ purchases; |
private capital-formation- (includ- |

ing net: expotts and housing), $22

billions: new -automohiles, $5:bil-~:

lion; ‘other: durable goods,  $10
billion: and non-durables:ard ser-
vices, $93 ‘billion,: The last figure
represents just about the level of
1945, Acceptance of the higher
estimates of labor force -and pro-
ductivity generally current would
rajse these figures by about 15%.

‘Whatever may be ‘the volume
of “total production, houses and
automobiles are too 'scarce to be
supplied before the end of the
calendar year 1947 in such quan-
tity that their: prices: wonld not,
if ‘uncontrolled, be  substantially.
further. above . prewar than are
prices in general, It seems clear
also that foreign needs will keep
cerea] foods very scarce at least

‘ through the spring ‘of 1947, I-see

np escape from selective control
over ‘such commodities for two
years unless we are willing to pay
very high prices for the goods
that are hardest'to restock. = -

Price, control -will not seriously
delay - the restoration. of normal
supply ‘conditions in manufactures,
but rent control will reduce resi-
dential building unless. its effects
are; offset by subsidies or new
construction = is exempted from
control.

Spendx'ng and Savmg - Qulte

distinct from distortions caused by |

obstructed productlon is the over-
all  pressure’ on prices which may
be - generated ' by..excessive: pur-
chasing power.and may carry over
into peacetime if emplovment re-
mains at a high level. This is the
most . obscure . factor which we
have to appraise. . It teally pre=
sents . two. .distinct " problems;
namely, the effect of the rise in
the level of incomes, above pre-
war; and the. effect of freedom
from . debt and ,possession .of ‘a
backlog: of bonds and cash. .

'As. to the first factor, it does

.17 This is on the assumption that
weather: conditions- inagriculture

- will be no more favorable than

average,
18 For contrary view. see. Wil:

- liams* comments: in. this_pamphlet,

p. 59. . Hagen’s estlmates far the
second quarter. of. 1947 in Pam-

phlet No.-'1 (p, '28); as- well as|f

Williams’, involve an assumption

of about 3% per.year increase in

- productivity, from. 1940,

*1979 for* fiscal 1946-47- correé-
sponds roughlyv-to. 5% : for. 1946
add 8%. for 194’1 ol Ty

not seem. to the writer probable

| that lifting people  to higher in-+
|come brackets will automatically
 give them the savmg habits of the
,pfop]e previously in those brack-
Lets
.saving. capacity vary greatly be-

Differences. ' in . individual

tween members of the same in-

| come- class, and. the qualities, .of

character and: past environment
which put people. in a high~ or a
low-income: class . probably would

also give them high or:low saving’

capacity. at any income level,
The. second factor works both
ways. . Some, people will save

'more because they have acquired

the habit, others will spend-more

 freely . because - they . have some-

thing put aside for an emergency.

This matter of ‘holding. savings,

in: cash balances is another way
of stating the old question. of ‘the

relation between the money sup-
Ply and the price level. On this

point the writer.is more optumstlc
than might be inferred from  the
enumeration of ‘price pressures in
the preceding pages,-although the
supply  of money has increased
{from less than 35% of gross na-
tional product in 1942 to nearly
46% ' in: 1945, with. a prospective
rise to 55 or 60% for 1946 if prices
remain stable.20 To reduce this to
38-40% would require a 50% rise
in prices. It would be rash, how=
ever, to predict that the existence

{of ‘such an enlarged supply of

money will force a corresponding
upward readjustment of prices,
On the: one .hand, it may be
argued  that the increased hold-
ings’ of " liquid funds have. been

20 Cash . outside’ banks plus de-
mand deposits other than Govern=~
ment and interbank, at mid-year,
compared ' with: estimated gross
national product for calendar year.

trol; which has made it almost as

| it - Many. individuals are holding

made-possible only by rationing,
war-.savings propaganda, and suc-
cessful enforcement of ‘price con-

easy to save money. as.to .spend

cash ag-a:temporary investment
and expect to spend it for invest-
ment or for durable consumption
goods when" conditions are more
stable and - goods more. readily
available, A considerable -volume

of funds‘ has: been absorbed into
capital through the liquidation’of
consumer credit, a process which
may be reversed as durable goods
become “available, . More impor-
tant, the restoration of inventories;
the reconversion and expansion of
equipment, and the construction
of new buildings will be financed
to an unusual extent by the acti-

vation of bank balances and the}:

liquidation of secuntles held, by
corporations. -

On the other hand, money. is a
means of conserving past savings
as. well',as of making expendi~ .
tures, and its use for that purpose -
has been increasing for more than .
a decade. The fall in interest rates-
has been weakening the incentive
of “individuals to seek maximum -
use of temporarily available funds.
Insurance of bank deposits has in-~
creased’ the attractiveness of. un-
spent balances as semi-permanent
investments.” The higher level of
postwar income will tend to sta-
bilize balances, since in general
recipients of higher incomes carry
larger proportions. of their in--
comes in unspent balances, More~ .
over, the wartime habit of keep-
ing more money in proportion to
one’s income - and: wealth will
surely persist in some degree, un=

(Contmued on page 226)
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attained an enviable imsition in supplying', through
its several divisions, equipment vitally essential
to nume¢rous important industries, : '
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THE ‘GIRDLER CORPORATION, ‘Louisville,

through outstanding engineering:
has

The. Gas Processes Division designs and manufac-

for the production; purification,

- ‘separation reforming and dehydration of various
- gases: for oil ‘companies, gas producers, chemical
manufacturers, manufacturers.of dry ice, etc.

. The Volator Division ‘designs and manufactures
continuous closed cooling and heating equipment—
Kknown as the Votator, ‘which is a highly .efficient .
heat transfer mechanism used. in the processing of .
vegetable shortening,

© chemicals and other products, -

margarine, - lard, ' starch,

In the Service Of Industry

. Thermex. Divisxon is engaged in the development
and manufacture of high-frequency ‘equipment
used in heating non-metallic materials by what is

This  equipment. is

known as “Electronic’ Heat.”

used in many fields, including the bonding of ply-
wood, pre-heating of plastic compounds, ete,

; In‘ addition, Girdler owns one-half interest in

Tube Turns,.Inc. ' This company p

-welding fittings for pipe through:a process of
'reformmg' pipe * under heat and - pressure and
i retammg the same wall thickness _both at the

inner and the outer arc.

New markets, newv applica.tions« and new. improve-
ments are constantly  being sought and realized
C by all Glrdler diwsmns.

Another. advertisement. in  the . series. by Equitable Securlties Corporation
.featuring Southern developments. . Equitable has helped to finance many Southern
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companies, i3 ready to do its. part in supplying others with cepital- funds,

Securmes Corporatlon
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" Prospects of Transition Inflation

“. (Continued from page 225)
less too’ rapid a rise of prices
should  stimulate  speculative at-
tempts to convert cash into goods,
.. A most encouraging feature of
the situation is the fact that the
ratio of time to demand deposits,
which has been falling for many
vears, has now. turned-definitely
upward.2! In the three years 1940~
42, 'demand  deposits inqreased
over $19 billion, time deposits less
than  $1.5. billion,  In 1943 ~over
one-fourth of the growth was in
time deposits; :in 1944-45 over
one-half. ' Savings- bond -sales,
since the close of the Victory Loan
drive, have been about equal to
redemptions.:. This is an excellent
showing in view of the extent
10 which 'wartime propaganda
stressed the needs of the war pe-
yiod ‘rather than those 'of the
. ‘whole period of war finance. So
far as nonbusiness funds are con-
¢erned, the’ money is p}*obably
finding its way steadily into the
hands of the more thrifty: and
stable members of the community,
who are not likely to rush into a
' spending spree as the supply of
. goods begins increasing.
1f full employment continues,
which now seems' a reasonable
agsumption, and if the ‘level. of
taxation is not changed, private
' investment in  1946-47 will ‘be
- “Xarge by all past standards, though
much less than the level of Gov-
ernment deficits of the past.four
‘' wyears. Likewise, the levels both

. of taxes and of voluntary saving

will be very high by past stand-
ards though lower than during the
" past four years.: Conversely, dis-
sipation ' of . money previously
saved will be greater than during
- ihe war.  The combined effect,
unless price control remains rigid,
“will ‘'be to''push up the money

wvalue of the national product by:

more than any possible increase
in physical output, so that aver-
age prices will rise. The rise will
be largely in' service industries,
* where technclogical ' progress is
relatively slow and price control
hags been more rigid than in the
commodity field. ' Assuming for
1946 continuance of general price
- eontrol and for 1947 control over
_rents and the prices of automo-
- biles 'and 'basic foods insatiably
needed for war-stricken nations,
“arise of 20% by the end of71947.
seems a reasonable allowance: for
the delayed direct effect of war-
time inflationary finance. ‘
i Wages—This analysis, however,
does not take account of the wage
situation, which is rapidly becom-
ing the primary source of infla-
tionary pressure. The present na-
tional policy is to encourage and
support demands for higher wages
even though such increases may
necessitate higher prices. Contin-
‘wance of this policy would step
up the prospective rate of infla-
~tion' to an extent that cannot be
5 px;edicted.‘ :
i\Some wage increases will ne-
cesitate higher ceilings; others
will have no  effect; none' will
cause lower ceilings.. Hence the
immediate ‘effect” of a series of
‘wage increases is necessarily to
raise 'the .average level of prices.
But even if ‘wage increases are
allowed only ‘where no price in-
crease is necessary, the net effect
of collective: bargaining under
present . standards :is’ still infla-
tionary.  For 'stability ' of 'prices
does mnot mean stability of 'all

prices; it means that some prices.

rise and;others fall. If the ex-
cessive profit margins that would
otherwise: lead ' to', competitive
price reductiong are regularly ab-
sorbed in wage increases, the cases
21 The ratio of time deposits to
total deposits (exclusive of Gov-
ernment . and interbank) at mid-
year  hag fluctuated as follows:
1941, 355%; 1942, 28.4%; 1943,
26.7%; 1944, 26.3%; 1945, 27.6%.
Of the increase in' adjusted de-
posits from January to December,
1945,55% was in. time deposits, .
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where prices rise for other’'than
wage reasons are not offset in the
general ‘average: by- cases where
they decline.  In addition, higher
prices in one industry often mean

- higher cost of materials’ in ‘an-

other, and higher ‘wages in: one
industry create added pressure in
others. Hence, unless the upward
pressures = are counteracted. by
anti-inflationary credit and fiscal
policies, which reduce other prices
to offset the cases where cost in-
creases force : higher prices, the
price level steadily rises.

The current drive for wage in-
creases is not based on increases
in either cost of living or produc-
tivity of labor but on. the ability
of an individual corporation or

-industry to pay. Ability to pay is

of course. influenced by produc-
tivity -but in.the present, state of
demand, 'price increases are as

fruitful a source of “ability” as

are productivity increases. We
appear. to be heading toward a
situation in which strikes will be
directed against OPA with man-
agement playing the role of in-
nocent bystander, This is the logic
of the “floor” plan under which
price relief is given if wage in-
creases  encroach on: profits of
1936-39, since whenever 'a con-
cern has no hope of making better
than floor profits under its ceil-

stand: higher prices, it has no im-
mediate incentive to resist de-
mands -for: wage increases, ' The
inflationary . effect 'is parallel to
that of a very high excess profits
tax, which also removes the in-
centive to resist wage demands or
exercise ‘close control' over other
items ‘of expense,

The difficulty arises more from
full employment than it does from
an excessive supply of money and
a deficiency of: goods, though of
course these factors underlie the
full  employment situation. 'The
fact is that ‘collective bargaining
with strong unions, price stability;
and full employment are incom-
patible, We can have any two of
these, but not all three. So long
as. union power is not dampened
down by unemployment there is
no ' apparent power ‘in the State
strong enough to check a parallel
upward - sweep of wages and
prices, 0 o
The basic difficulty is that al-
though the unionshave a“degree
of monopoly power' that is suf-
ficient to make them irresistible
in . their respective fields, the
bases are not broad enough to
bring their specific interests into
balance with the over-all conse-

‘quences of their pelicies, The de-

cision whether to demand wages
so high as to force higher prices
is made by each industrial union
separately; the price consequences
are spread . over the whole com-
munity. No union’s successful de-
mands’ will raise its own mem=
bers’ living costs by nearly as
much as it will increase their in-
comes. . Even if each unionist be-
lieved that the effect of a series
of wage increases in different in-
dustries would be nullified by the
resulting inflation, it would still
be.good policy for each union to
fry to get its increases’ first and
make them bigger than the aver-
age. Even in times of consider-
able unemployment (as in' 1937)
thig situation’ existed but usually
it has been held in check some-
what by the fact that an indus-+
trial ‘union: which moves too far
ahead of the procession may force
its: employers to  curtail ‘activity
because the market will not pay
prices that cover the costs, But
in a market like the present one
this danger is remote. It will gen-
erally be.remote in a period of
full employment because full em-
ployment  usually “accompanies  a
condition of ‘high * demand, :in
which prices can be pushed up
much further to meet<wage in-
creases than is usually the case:

Since there is no prospect of a

reversal. of . the: policies . estab-

ings, but has a market that would |

lished in 1933 and following years
to . strengthen . the bargaining
power of labor, mew wage: bar=~
gains are likely  to work ‘toward
inflation for a long time.22

' This is not to say that the cur-
rent upward’ pressure on wages is
all due to union policy in a' set-
ting of union power. It is largely
due to competition for labor, It
seems fairly clear that even un-
der present price ceilings, if there
were no unions ' and the labor
market was free, wages would be
driven ' above recent levels by
competitive forces. As was noted
above, certain elements of  cost
are abnormally’ low because of
large' volume, and this gives an
incentive to bid wup other cost
items’ (chiefly wages and rent).
This would' create’ no problem ‘if
the low costs were due to perma-
nent advances in technology. But
in so far as the economies are
those of temporary high ‘plant
loads and of selling in a'seller’s
market the translation of econ-
omies into. wages would fore-
shadow a later struggle to reduce
wages or an industry-wide reduc-
tion of employment. = -

Public Policy

'The responsibility of public au-
thorities in dealing with the threat
-of ~inflation  is  twofold—to' take
appropriate steps to reduce and
finally eliminate the upward pres~
sures' on the price level as rap-
idly and -as completely as that
can. be ‘done without : creating
worse evils, ‘such as mass unem-
ployment; and second, to provide
interim controls that will. mini-
mize the shocks of transition from
a wartime to a peacetime econ-
omy, and later from a regime of
controlled to one of free prices.

As was stated earlier, appraisal
of credit controls; fiscal policies,
and measures  toi stimulate pro-
duction  is thet task ‘of other
pamphlets in ‘this series (particu-
larly Nos. 1, 3, and 8).  Here we
shall merely indicate some of the
alternatives that must be  ap-
praised as possible parts of a rea-~
sonable anti-inflation =’ program.
Price control is not discussed in
other pamphlets in the series and
we shall’ therefore offer certain
comments with regard to price

 |icontrol policy, in, the, transition
Gk n ;

era. e LS e ;
'* There will probably be general
agreement that government sur-
plus property of kinds that are
scarce should be disposed of rap-
idly with a view to' their maxi-
mum  usefulness,  even  though

holding' them off the market till
price ceilings have  been' lifted.
The prohibition of return of sur-
plus property to the United States
should obviously be repealed’ or:
suspended till price control is no
longer deemed necessary. ' There
will be: little dispute - also that
major public works  should :be
postponed until the danger of in-
flation seems to be past, except
those which are intended to meet
a need arising from the war (such
as veterans’ hospitals): or to make
up a deficiency of public capital
which accrued  during® the 'war
(such as street and highway main-
tenance, expansion of ‘water and

22 Compare W, H. Beveridge,
Full Employment in a Free So-
clety, pp. 198-203. Beveridge sug-
gests ‘as remedies either pooling
of the efforts of all unions, so that
competitive  upward pressure on
prices may be minimized and more
regard given to stabilizing prices,
or: compulsory = arbitration with
price stability ‘as the ‘criterion for
the arbitrator. ‘The latter sugges~
tion is ‘very similar to' the policy
adopted. in’ this country last fall
and- now abandoned.  See also
| League of Nations, Economic Sta-
bility in the Postwar World (Re-
port of -the Delegation ‘on Eco-
nomic Depressions, Pt, II), 1945,
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more money might be realized by

sewer’ facilities "in ‘newly settled
urban areas). - o
Beyond: these items we run at
once into’ disagreements that re-
flect' both clashes ‘of conflicting
interests and- genuine  differences
of judgment as. to the results to
be | expected ' from various sug-
gestéd measures. ' For example, it
is not disputed. that sufficiently
heavy taxation, creating a budget
surplus, would have an' anti-in-
flationary '.tendency. . But. there
would’ be considerable '‘disagree-
ment, first, 'as to. whether taxes
high enough to stabilize prices
would not have an adverse effect
on the present high level of em-
ployment; second, as to what par-
ticular taxes would be most ap-
propriate; third, as to whether we
would rather pay the tax or have
the: inflation. = The first of these
questions arises also as to the use
of credit restraints on further ex-
pansion’ of money ——'a  subject
which will be discussed in Pam=~
phlet No. 8 of this series. Sus-
pension of protective tariff duties
on all goods subject to price con-
trol (except as offsets to excises)
would offer a powerful check on
inflation, but those who believe
that ‘the country derives benefits
from the protective tariff would
probably. consider inflation con-
trol an inadequate compensation
for the loss of those benefits.
Likewise, those who believe that
this country derives benefits from
the National Labor Relations Act
will give those benefits consider-
able weight in deciding whether
suspension of the Act would be
justified as a meangs of checking
inflation, Proposals to expand the
scope of parity price supports, for
example by including' labor costs
in the parity base, are obviously
inflationary, but supporters of the
parity program may argue that
the benefits expected from such
expansion will justify the result-
ing inflation. ‘
Even if anti-inflationary meas-

ures - adopted : are “adequate to '
¢heck further expansion’ of pur-
chasing power, there will be acute.
pressure for from six'to 18 months.
on the prices of articles that' will
continue to be short. ' This will
justify continuance of price con~
trol in those areas.’ Moreover; in
all probability, ‘pressures will be

strong /for -another year even in '

fields where supplies are of nor=
mal proportions, ‘The objective of
general control should be to facil= :
itate an orderly - transition to'a
price level that will balarice de-
mand and supply when the bottle=
necks in supply are eliminated.
Decontrol  of the trivial features
of the price structure might well
begin at once. Control over prices
of  commodities - which ‘are 'in
abundant supply, or could be sup-
plied in abundance under a price
stimulus, " can probably be dis-
continued ' within 'the ' 'calendar
yEar‘1946. RS PCR AN ERE)

. The difficulty here is to dis~
tinguish ' genuine  capacity ‘short=-
ages which are independent de~
terminants of price policy '(such:
as - automobiles) | from ' market
shortages which are attributable
to: price control itself (such  as
men’s shirts).  For example, at
present meat is far more abun-
dant than before the war and
flour comparatively scarce, in‘part:
because the relative height of the
ceilings: has’ encouraged feeding
grain: to ‘animals rather than to
human: beings. A similar relation
appears to exist between prices of
butter and of other dairy prod-
ucts, - Relative. slowness: in* the
-readjustment. of ‘ such . distortions -
is an’ inescapable: disadvantage' of
price control. ' Nevertheless, con=
tinuance - of control on a dimin«
ishing basis seems justified, :in’
'view of the risk that its sudden
withdrawal would precipitate a
speculative boom that would carry

prices to a level which would in<.

Ve i

vite a speculative crash.

The Trend of Stock Prices

Over the Coming

Months

- (Continued from first page) :

gins, and the rate of corporate in-
come taxes. Dividends are deter-
mined by earnings,and, the capital
needs of. corporations. for expan-
sion of plant, working capital, and

forothep..purposes.. ..i. ..

The rate of capitalization of
earnings and.  dividends by the
public is determined by the state
of' sentiment at any given time
reflecting the many and varied
economicsand- political ‘develop-
ments at home and abroad. ;

Over a period of years the rate
of capitalization of earnings and
dividends has fluctuated greatly.
Stock ' prices ‘over a period of
time, therefore, fluctuate far more
widely - than suggested by the
fluctuations in earnings and divi-
dends alone. : i

In order to arrive at a sound
conclusion: as to the outlook for
stock prices it is necessary fo dis-
cuss' the trend of developments
in" each one of these various fac-
tors. ¢ e R A L
Volume of Business Will Be Large

Perhaps the outstanding change
in' the economie situation since
the end of the war has been the
enormous increase in . consumer
expenditures for goods and'serv-
ices,  now running at ‘about 125
billion dollars, compared with 100
billion dollars a year during the
summer of 1945. The present un-
precedented wave of spending has
resulted because of two important
developments. In the first place,
national income - payments : de-
clined. but little after the ending
of the war, contrary’ to the ex-
pectations _of - many - observers,
particularly in° Washington,  In-
come payments: are being  bol-
stered by large mustering out and
other: Government payments of a
temporary nature resulting from
the. demobilization-of  our armed

forces. The small decline in na-
tional income payments has been
‘fa:, more than offset by the re-
| lease.of spending power resulting
: from the sharp drop in individual
savings. which are now running
between 15 and 20 billion dollars
as against 40 billion dollars a year
during the summer. of 1945. Con=
sumer savings‘at present are be~
low: normal in relation 'to con-
sumers’ disposable ‘income, The .
huge backlog: of savings in the
hands of individuals has prompted
consumers to spend: a. relatively
large . proportion of their current
income, ' : S :

These = expenditures for goods
are likely to remain high for'a
number : of  months to come,So
far, “however, consumers = have
been buying the ‘type of goods
that have been available in sub~
stantial quantities such as: soft
goods, jewelry, liquor, drugs, cos=
metics, and are making large ex«

‘| penditures for. ‘services.such' as:

travel, motion pictures, and other
forms of amusements and sports,
During the next twelve months
there undoubtedly will be a large
demand for ‘consumers’ durable
goods as they come on the market,
including - automobiles, ' ‘radios,
washing machines, furn{ture, fur-
nishings, ' and . household ' appli<
ances, for which there is an enor~
mous need. The large and rising
volume' of new residential con-
struction will further increase the
demand for such goods. El
There ‘seems to be a firm basis
for the conclusion that consumer
expenditures for. goods and, serv;
ives will continue large, but there.:
may be reason to question’
whether these expenditures will
greatly increase from' the present
level. National income payments

to individuals may not rise by any,
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significant ‘amount, ' but certain
developments 'may  further ' in-
crease consumer expenditures for
#oods and services at least moder--
ately,

We: have not yet reestablished
consumer credit at the level com-
mensurate with the present rate of
national income and expenditures.
No doubt there will be a further
large increase in installment fi-
mancing - by indssiduals * as' con-
sumers’ durable' goods  come on

~the market. To the extent: that
consumer credit again: becomes a
factor. of importance, spending
can be increased without a corre-
sponding increase.in national-in:
come ; payments . to  individuals.
Some decline ' in individual in-
come ; tax rates next. year may
bring a moderate increase in ‘in-
comes - available for goods and
services. Current savings may de-
cline still further.: Finally, wage
rates- and salaries are' likely: to
increase further, particularly in
service - industries and' manufac-
turing * industries' that have 'not
Yyet been “brought in line.”
+ The boom in consumer spending
will continue to be well supported
by large ‘expenditures for capital
. 8oods by industry. The enormous
rate of consumption of consumers’
£oods and services encourages and
adds further to the need for capi-
tal expenditures. This need em-
brac_:es most. types of machinery;
. it includes. equipment ' such  as
trucks ‘and  railroad = equipment,
farm implements, and all types of
non-residential construction. i
The output of capital goods used
Y industry is at present running
about 20 billion dollars a year, or
twice the pre-war rate. On the
asis of  the needs in. the im-
mediate future a higher rate’is
likely to' prevail. for some ‘time
ahead. . . 5 i

Other factors that will support
and 'stimulate the present boom
are large exports of a wide variety
of goods -desperately:needed
abroad and the filling of the pipe
lines ' between  industry ‘and the
ultimate : consumer . to. replenish
depleted inventories, " .

All-in-all it seems a reasonable
Premise that at least for. many
months  ahead. we. are assured. a
large mnational income and a high
level of business activity.

. The national income and indus-
trial activity that will prevail and
-the duration of the boom will de-
bend upon the character: of Tuture
economic:and political develop-
ments. : The dramatic vetoing of
the bill amending and extending
the OPA has an important bearing
on ' this ' question. Every ' effort
will be made by most manufactur-
-ers and retailers to keep prices in
line as far as: possible " because
such a policy is in their own self-
interest. . Nevertheless, there are
two considerations to be made in
Judging the effect of the elimina-
tion of price control (except for
rent and perhaps a few other im-
portant items) or the  enactment
of a new OPA bill which makes
‘price ‘control relatively ineffect-
“ive. First, it is clear that manu-
. facturers, wholesalers, and retail-
ers will be able for some weeks to
sell near former ceilings because
they hold inventories which can

be liquidated at such prices.:’ Sec- | S
| during the fiscal year pegmmng

ondly, increased prices of raw ma-

. terials will  force manufacturers,.

over a period of time, to raise
“prices of manufactured 'goods
which in turn will make it neces-
sary for wholesalers and retailers
1o increase ‘prices. In a seller’s
market, ‘which will continue  for
some months’ ahead, the result is
bound to be a considerable in-
crease in prices. Once production
of consumers’-durable goods re-
covers and inventories are rees-
tablished throughout industry our
capacity to: produce’ should be
large enough to prove an effective
damper to further price increases.
The danger period is the coming
six to twelve months while sup-
plies of a great many products
will be.inadequate to meet de-
“mand. - - :

CA considerable rise in . prices

¥

will tend to shorten the length of
the boom and make it more spec-
ulative.- Even then, a number of
months will pass before serious
economic.’ maladjustments - are
likely to-develop. .

Profit Margins Likely to Widen

During the nine months since
the end of the war, American in-
dustry has shown'a. variation'in
profit margins between ‘individ-
ual - industries - and ' companies
which is’ unique in. our. history.
Heavy industry -and most ‘metal
fabricating industries in the con-
sumers’ durable goods ‘field dur-
ing this period experienced poor
profit margins, while a large num-

'ber of industries directly or indi-

rectly. dependent ‘upon  consumer
spending  and ' not  subject o re-
conversion ' ‘dislocations, - experi-
enced . abnormal . profit margins.
The first' group of industries:suf-
fered a large loss in volume. from
contract cancellations within a few
months ' after : the & war,
could not immediately be offset by
corresponding cost reductions. The
profitable industries experienced
a period of rising volume of busi-
ness -accompanied : by ' generally
improving profit margins, ' Later
on large wage increases: further
aggravated the poor profit record
of the first group of industries
while a number of the profitable
industries  could ' easily - absorb
wage increases because of the ris-

ing volume of business.

By -and large, profit margins
will  continue favorable in : those
industries that have operated un-
der favorable conditions since the
end of the war. In some fields,
such as retail trade, it is possible
that profit margins might shrink
somewhat - as’.competitive condi-
tions become keener when larger
quantities 'of goods come. on the
market and as the public.becomes
more quality minded. - In the case
of industries that suffered greatly
and  have ' shown poor  although
improving = profit. margins  since
the war - ended, every. indication
points to a continuation of the im-
provement which is currently tak-
ing place. The OPA has been
granting price increases to these
industries  for many weeks and
there is every prospect that prices
will increase further regardless of
the fate of the OPA, A number of
companies in heavy and other in-
dustries . that shiowed poor -earn=
ings’gr deficits'in’the first‘part of
this' year,*are ‘finding““that: price
increases already granted result in
satisfactory profit margins under
conditions of a large volume of
business. ;

Corporate Income Taxes May Be
Reduced Moderately !

The high level of national in-
come, far greater than anticipated
a year ago, has greatly improved
the - Government budget’ outlook.
Expenditures for our military es-
tablishment and. for veterans ad-
ministration and for other pur-
poses arising from the war may
be higher than anticipated earlier;
but on the other hand the Gov-
ernment receipts will also be sub-
stantially = greater. . For the first
time in . many ‘years. the Gov-
ernment debt ' is being reduced
and the budget may be balanced

July. 1.

If - ineffective . price . controls
should cause an unhealthy spiral-
ing of wages and prices the Gov-
ernment may take steps to-coun-
teract the building up of economic
maladjustments. . One of = these
steps may be the reestablishment
of Excess Profits Taxes. Such a
development seems. far-fetched in
the light of ihe attitude of Con-
gress towards taxation at the pres-
ent time. In fact, the present sen-
timent in. Congress is likely to
favor a reduction of taxes rather
than an increase.

Under - the circumstances there
will no doubt be considerable dis-
cussion in the Treasury Depart-
ment and in Congress about re-
ducing tax rates next year. The
most: popular policy, would be. ta

which |

reduce, personal income tax rates
first and corporate tax rates later
if the large budget requirements
will . permit' it. At the  present
time 'the most that can: be ex-
pected is only a moderate reduc-
tion in corporate tax rates while
personal tax rates may be reduced
considerably. :

On ‘the other hand, the cor-
corporate " tax structure: may be
overhauled and . the question of
double - taxation: (through taxing
both  corporate . profits and  div-
idends paid out of the profits) may
become 'an important tax ' issue
next year,.: Eliminating double
taxation in whole or in part'will
encourage larger dividend pay-
ments in relation . to ' earnings,
Larger dividend payments in re-
lation to earnings may also result
from the stricter interpretation by
the  Treasury Department of the
penalty provision .in the tax law
for undue retention of earnings.
All-in-all, ‘the trend in taxa-
tion appears to be favorable in its
effect upon corporate earnings and
dividends.: ; ; i

~Earnings and Dividends Should
Show ‘a. Large Increase

With a 'volume of  business
which is likely to be very large,
with improving profit margins in
many industries, and with a fa-
vorable outlook for corporate in-
come taxes, the trend of corporate
profits and  dividends should be
upward for a number of months,
Before the end of the ' present
boom corporate profits after taxes
may . reach .new high levels—
higher ‘than even the very large
profits shown during the war
years, :

In interpreting ' thi§ favorable
outlook for corporate  profits in
terms of stock prices, it is useful
to’ consider the widely  accepted
stock index — the Dow-Jones In-
dustrial Average. This is so de-
spite - its obvious. statistical ' lim-
itations and also despite the lim-

itation .of making~>generalizations|

such ag implied in'any discussion
of an average.

The average earnings per share
of the stocks in the Dow-Jones
Industrial ‘Average have. a rela-
tively poor record since 1929. Total
corporate profits of: all corpora-
tions after taxes during the war
years ran at:a level higher than
that of 1929 but the earnings per

share of the’Dow-Jones Industriai |
Average during the war  years|

were - only about half of those of
that peak year: :

Table I
Price

Range -
110- 67
82- 64
103- 79
105- 86
121- 88
159-115
167-135
202-153
300-191
381-199
294-158
194- 74
89- 41

Price
“Range
109~ 50
111~ 86
148- 97
185-143
194-114
158~ 99
156-121
153-112
134-106
120- 93
149-119

12 Months
Year
1920...2
192125
1922___
1923...
1924
1925 2.
1926_.
192754
1928_._
1929.5:
1930.__
1931:.-
1932..-.

9.12
2.10
9.11
8.25
10.88
13.89
11.39
8.72
15.97
19.94
11.02

579
3.89
73,99
451
516
553 .
- 554
6.04
9.76
11.22:
11.97
409 928
d093 468

12 Months
Earnings 'Dividends
2,78 . 3.36
4,60 3.33
6.86 443
10.19 7.46
11.37 8.62
6.03 5.36
9.18 6.30
10.99 6.97
11.64 7.56
8.87 6.40
8.30 6.19
1944_..153-134 10.03 6.53
1945... 196-151 = 10.47 6.70

During the 10 years ending 1939
earnings of the Industrial Aver-
age were ‘only $6.52  compared
with . $10.94 . during the: 10 years
ending 1929 and - $19.94  during
1929; and during the six war years
ending 1945 average earnings.per
share were only $10.05. It is evi-
dent from this that tens of thous-

Year
19332
1934 ..
1935.-.-
1936-_=
19370
1938~
19390
1940.....
1941
1942 __
1943..2

Earnings Dividends |

greater extent during the war than
the large corporations in the Dow-
Jones Average, .

It will ‘be most unusual if the
earnings on the Dow-Jones Ia-
dustrial Average will not advance
materially ‘above’ the 'war level
and above the average level of the
20’s — not to mention the average
level . of ‘the 30’s— ‘under the
economic conditions that will pre-
vail ‘during the 'coming . twelve
months, With the volume of pro-
duction, the price level;, and na-
tional income at levels far above
those of pre-war, the  failure of
the earnings. on the Dow-Jones
Industrial = Average - to ' exceed
substantially ' the - average past
earnings can only be caused by a
continued: squeeze on'profit mar-
gins. Under the conditions ahead
such ‘a squeeze does not seem to
be in the' cards,

Our ' studies suggest that the
earnings on thé Dow-Jones Indus-
trial Average in fact will be sub-
stantially “higher than the $10
average of the war period and the
$11 average of. the 20’s. Making
reasonable estimates in the light
of the conditions that may pre-
vail, earningsof approximately
$16 a share seem enlirely possible.

Industrial Avérage should be $i()
or-better,..s "l 3

Rate of Capitalization of Earnings
And Dividends i
It isn’t very often that the stocle
market can go through' a’ period
such as the first six months of thig
year and remain relatively. un-
disturbed in the face of the podrt
est’ earnings. statements, on thé
part of 'many: companies,  that
have been ' published since thé
year 1938. Deficits' or very pooy
profits ‘have’ been' a common oc:
currence, yet the stocks of 'the
companies publishing these statel
ments have declined only moder:
ately and.in many cases not at
all. Equally interesting is the lack’
of response 'that has occurred im
many: common stocks to'the ex:
traordinarily favorable earnings
published by a” large number' o
companies,’ The: result' is- that ‘'a
great many stocks ‘are’selling ‘at
very high' prices in relation 'tg .
current ' earnings, - while" another
large group: of stocks is selling
low'in relation to-earnings: The
public- is capitalizing 'earnings in
the present market in an unusual’
way not revealed by averages 'or
generalizations based on averages’
This' situation ' arises -from' the

With such earnings dividends per
share on stocks in the Dow-Jones

- { (Continued on page 228) '
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«present time influénce ‘sentiment.

- of the serious strikes that have

. ‘power-, of : labor "unions. will ‘be

\
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(Contmued from page 227)
hlghly diverse factors that at the

any disturbing developments
have occurred ' to- dampen: senti-
ment, while at the same: time
_ there is much evidence to support
" the feeling that onithe whole pros—
pects ahead are so “favorable that
. it7is' easy to exaggerate the un-

favorable - factors, assuming’ that,

they are temporary, Many inves-
tors have been disturbed because

occurred, the possible continua-
tion .of pnce controls for some
. time ahead, the large increase. in
" wage costs, and the fear -that
Government - controls . ‘and  the

even more important during com-
ing years, It is felt that-another
wave- of strikes will ‘occur within
a matter - of - months: which will
. seriously -interfere: with produc-
txon, that another series of wage
"increases. will be forced on indus-
try. by the unions; and -that’ we
care facing a perwd of “continued
~“poor profits: in’‘many :industries.
On' that basis ‘many' stocks ' are
. selling at high levels and the-out-
‘look- for. stock prices is none too
goo

investors to take a cautious- atti-
tude ‘toward common stocks and
some to sell common:stocks over
the 1ast several months. A policy
of caution is further supported by
the discouraging reports received
from ‘many executives in manu-
facturing - companies-  that.-have
been  bedeviled by reconversion
difficulties: :

‘If the premise suggested in this
article is correct and -earnings and
dividends will show a large. im-
provement it is likely that before
long much .of the . present dis-
couragement among:investors and
among manufacturing - executives
will *-disappear -and will . be: re-.
placed by optimism ‘and a. more
constructive - attitude - towards
stock prices. In fact, if the period
of active business and-large earn:
mgs ‘continues “for some: time it
is quite possible ‘that a dangerous
over—optlmlsm may come {0 pre-
vail,: i

-Stocks- Likely to. Have. Further

Considerable Rise
In order to 'measure potentiali-
‘ties it may be worth while:{o con-
sider the past ‘record :'of - {‘times
earmngs and the dividend yields
- the Dow—Jones Industrxal

Thxs trend -of thought led many

Table Il

Times Enmlngs-——-——
At

At
High Price Low Price MeanPrice High Price Low Price Mean Price
512,15 99 6 -

-35.2

[
o=
(5}

4

k1 e i
O N IO 0

4
7
4
1 it
3
9
5
0
0
33

181
180,
18.7

141

140

- 100

164

132

102
9.1

105

143
133

144

- This table shows: the enormous
ﬂuctuatmns that occur in the pub-
lic’s appraisal. :of --earnings ‘and
dividends. Leaving out  years of
extradrdinarily low earnings.when
the relationship:between earnings
and dividends meant little,: the
Dow - Jones' . Industrial = Average
since 1929 has ranged from rough-
1y 10 to 20 “times earnings”: and
has sold ‘on:a: yield basis from
about 3% to roughly 7%. During
the 20’s “times earnings” averaged
about 15, and during the 30’s about
17. During the war earnings were
appraised. conservatively: at .an
average of ‘about 14.. Dividend
yields 'during: the 20’s averaged
4.5%, during the 30’s.4.8%, and
during the war years 5.1%.

At present the Dow-Jones Aver-
age is 203, Earnings per share thi
year may' .be about . $11.25°
$11.50, and dividends about $7.25.

" 'Therefore; at present the Average

is selling at 19.8 “times earnings’
and on a yield basis of 3.6%, sug-
gestmg a relatlvely hlgh stock
market. ok

If earnings and dividends should
improve as anticipated-and reach
$16 and $10 a share respectively,
the Industrial Average now is just
under 13 ‘“times earnings” :and

- gives a yield of ‘4.9%, both of

which are well within the limits
of past experience and, if any-
thing, in"the lower part of the
normal range. ]

It must be borne in mind that
these earnings and dividends. have
to be tapitalized in relation to the
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returns from o‘eher secuntxes and

| particularly in relatxon to the re=

turns “on “high grade" bonds and

‘ preferréd ‘stocks. An appraisal of

the outlook for bond-yields ‘and
money ‘rates will ‘not -be made in
this article; but in the light of the
prospective demand and‘ supply
situation for funds the recent
slight hardening- in - high ' grade
bond yields may mark, for the
time ' being 'at “least, the end of
- the many years of an easier trend
in' money conditions. 'Any  pros-
pective firming in money rates
and’ rise  in ‘high. grade  bond
yields that can reasonably be ex-
pected should be of  minor pro-
portions. For ‘a long time ahead
the - Government: -should = have
little difficulty financing its re-
‘quirements on the basis: of 2% %
for long term bonds.’Therefore,
it is likely that the yield 6n com-
mon stocks on the basis of pres-
ent and prospective ‘dividends will
have to be judged.in the light of,
say, 2% % long. term bond yields
for Governments and less than
3% for bond yields on long term
high grade corporate bonds.

Another factor that must be
considered in appraising the out-
look for stock prices.in' relation
to-anticipated earnings and divi-
dends is the remarkable improve-
ment that has occurred in the
financial, posig‘.ion of most large
corporations. Reduction -or, elim-
ination. of prior capital,” reduced
prior charges, and substantial im-

provement in working capital en-
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hance- the underlymg values  of
common stocks and should .make
for  greater stability of earnings.
and ' dividends.. Also,: ' balance

sheets do not yet reflect the large|

increase - in ‘values that has;oc-
curred. in.- recent years as, a: re-
sult “of ' increased “costs.. Further-
more, the high rates of corporate
income taxes ‘as ‘compared: with
pre-war- should. tend ‘to’make for
somewhat ' greater ":'stability " of
earnings.” These “highertaxes act
as a -cushion. when earnings de-
cline and 'as a damper when earn-|
ings improve; Finally; the: present’
inflationary trend in ‘commodity 2
prices, real estate; and the huge
tunds .available- “for - investrent
will . still : continue ‘to ‘stimulate
the-purchase: of . common’ stocks
tox many months to: come. * *
"In ‘judging - the. net ' effect of
these ..various-‘factors  on . stock|
prices it seems reasonable to con.
clude that before we come to.the
end of this bull market, the Dow-
Jones. Industrial stock mdex may
sell at at least'17 “limes earnings’ S7%
which 'is only ‘moderately : hlgher
than  the 15 “times ' earnings”
which: was the ‘average:for 'the
30’s. On the basis of $16 per share
this 'would mean: a"level for- the
index of more than 270 ‘as against

| the: present: 203. ‘At that:level,

with $10 per share.dividends,: the
yield would be 3.7%: as. againsf
4.8%. These figures are ‘given’ “not
as estimates but- merely as- indica+

tions :of - potentialities .in “specific

| terms. They merely suggest ‘that
'stock ' prices  may  yet rise con-

siderably ‘even “from - the ‘present

relatxvely high  level hlstorxcally

: . Summary ;
The outlook: for national’ in-

.{ come ‘and mdustrxal actxvxty 1s

favorable. .

The ' further developments of
the present boom. may. be along

* {‘more speculative lines particularly

in view of the apparent. end ‘of
effective.. price’ control. ‘at  this
time. Even-ithen'a- good 'many
months ‘are likely to go by ‘be-
fore economic maladjustments are
likely to develop ‘serious- enough

1to cause deflationary trends. Ris-

'ing - prices 'should improve profit
margins. - The outlook for taxes

“|'and tax reform is favorable. Total

corporate earnings and- dividends
should, - therefore, rise: to levels
substantially higher -than' in any
past peacetime- period and may be
‘higher “<than ~during’-the.:war
period. The-low yields on: high
grade bonds.and ‘preferred stocks

justify a'more liberal. capitaliza-|{ opa

tion: of common- stock «earnings
and ' dividends than ' for { many

years in the past. Also, corpora-}-

tions have greatly improved their
financial ; strength through: debt
retirement. reduced. prior charges
and  greatly  increased = working
capital.

These considerations lead to the
conclusion that there is still scope
for a' considerable rise in stock
prices during coming months.

Money in Circulation
“The: Treasury 'Department - in
‘Washington . has ' issued. its.‘cus-
tomary monthly statement.show-
ing tbe amount. of money. in cir-
culation “after deducting -the
money held in the U. S. Treasury
and .by Federal. Reserve Banks
and agents.. The figures. this time
are those of May ‘31, 1946, and
show -that the money in circula-

‘| tion at that date *(including: of

course, that held in bank. vaults
of ‘member banks -of -the Federal
Reserve System) was $28,120,083,-
952, as against $27,884,748,980 on

| April 30, 1946, and $26,527,895,787

on May 31, 1945, and compares
with. $5,698,214,612 on - Oct. 31,
1920. Just before the outbreak:of:
the first World War, that is, on
June 30, 1914, the total was $3,-

mxttlng it to. happen; is, by defin-
ition; an: inflationary.. booby trap.

4 OPAA. Buoby Trap o
‘The OPA itself fits perféctly: the

ary booby. trap. Its defenders have
described: it :@as.’ our: bulwark
against. inflation. " This should de-
ceive only the most: gulhble and,
unwary, for;the"inflation"is: here
and has been:here for. a:consider-,
able. time, and the OPA -has been:
capable. of -only the most feeble
gestures ‘against it. If it ‘had been

defender of the people against in-
:the talk : about::black’ -markets?

kinds’ ‘of “consumer :‘goods  ‘that

shirts;” men’s. shorts, pajamas, and
an’ 1nterminable list.of ‘other goods
—ayailable:in the market at ceil~
ing prices? Reconversion has.long

is:no longer. this alibi:for the pro-

the: OPA long: ago lost controI of
the situation;

It never had more than a nega-
tive.control;.which .was‘somewhat

‘binationwith -rationing, ‘together
with*priorities on. materials, cap-
ital;-and: labor:  That is; its ma]or

‘'setting ‘upper-limits. It ‘never had

to -oecur -at; these:, prices: “As soon
as the war ended,: production took
its own course- and ‘the ‘administra-
| tion’s : wage: policy. ‘made: observ-

In ‘consequenes;™ ‘producers;, from
farmérs to-manufacturers, short-
circuited + its" - futile: orders - and
regulations-. ~The OPA’s protection
against: price - inflation  became
formal and unteal. The manufac«
turer of ‘a $2. white ‘shirt was:not
permitted to sell his product above
ceiling -price.; He: didn't, for the
reason that he made no’ $2 ‘white
shirts. Instead, he made.a sport
shirt,” with~ ‘short ‘sleeves ‘and  a
ﬂaring collar; to sell:at $5 to' $10,
with the blessmg of ‘OPA, " ~The
amazing : mass:-of ‘evidence pre-
sented' tothe Congressional ‘com-
mittees “in‘demonstration: of ' the
failure® of this kind'of regimenta-
tion of an economy ‘that must be
free :if it is' to function properly
and . effectively was ‘sufficient to
convince ‘any reasonable person: of
the folly of retaining a full-fledged
Only an Incidental Booby Trap |
But OPA ‘is only an incidental
booby trap, as it ' were. There is a
bigger ‘and better booby trap be-
hind OPA. For example, OPA 'set
itself ‘up as the  St. George who
was to slay the dragon of inflation,
or at least hold it at bay.” But the
trap-wise citizen at once’ asks—
Why should there be an inflation
dragon': to be killed ‘or' held " at
bay?: ‘And’ this brings ‘us to the

.} grandfather of ‘all booby traps in
this . particular  family * line. " The [
inflation, my 'children, was pro-|"
duced by the government’s finane- |-

ing methods before and during the
war.. It is a long story but it.can
be told briefly. :Once there.was
an Englishman, a professor,  who
wrote many books; for .which he
was - eventually - elevated . to:-the
peerage. In;some of: these books
he argued that government should
borrow and spend in order o sup-
ply purchasing . power.  Without
such action; the people would not
have enough money to buy all of|.
the goods-produced, and for lack

ernment should not borrow by
selling bonds to the people for that
would . divert . current. income
without increasing the total.” To
be effective the. borrowmg must

tion, of bank credit.

459,434,174,

These doctrines reached thls

‘Bowles «definition ‘of ‘an: inflation,

a ;truly competent  and: effective-
flation, why. should “there’ be  all-

Why should there. notibe a rea-
sonable‘ «supply: of: the!: various:

people  want—meat; butter,: white.

since.been accomplished, and.there|

duction lag..,The plain fact ig that|

effective’ durmg the’ war in com«:

functmn ~was -to' police- prices: by | i’

the authority to: compel production |-

ance- of -ceiling pnces .impossible,

}were. caught “in it,

of: a market- there - would.-be .de-
| pression and unemployment, Gov-

occur as ‘an. expansion, or inﬂa- I
{Dollar Question,” i

-:.?Speakmg of Booby Traps'

(Continued from first page)

country.in ‘the early 19305 when
there  was: large’ unemployment
reduced ' business. activity,: rela-:‘
tively low prices, and uncertamty
as to'the future... The experience.
was a'normal one and ‘the country;

appeared. Slnce they offered: a;

an opportunity, for government to,
pose as the savior_of. thie economy,.
they. were accepted.’and applied.;
The Federal Government began to
‘borrow ' and. .spend, not: for:.the
purpose., of covering the regular‘ et
and 'necessary costs of the ;public.,
services; ‘but . for: -the purpose of; -
inflating :prices:and. national .in~: %
come, = In‘order not'to-alarm the .
people :aver:the  cost. of ‘the bor-: -
rowing,. procedures . and :devices: ' -
were introduced whereby the in-:

this; in-itself; is a‘gigantic booby
trap. " The proposition that.as the .
amount of :debt increased, the cost.
of ‘the borrowing should ‘decrease,

sense, against,all of the evidence
when' the Federal debt was $15,~

interest:was-3.807%;" As of June
30,1945, the ‘interest-pearing debt
was $258 357 million, ‘and: the !
computed - rate:! ot inter&t was: |
dt}wn to 1. 936% o S ¢ gy

ank: Credit Used As Mirrors

. This.was hot done with mirrors.
It ‘'was:done. by: an enormous. in-‘
flation of ‘bank ‘credit: “The'banks_ -

that the-general public:wauld net

natmnahzatxon pohcy (suggested " |
by another professor) led to large: '
excess reserves. which forced in-

terest rates down.  After gold-im-'
ports stopped.- because of the war; -

credit resources that were used by
the latterin absorbing debt at low
and dimlmshmg rates of interest.

| 'The’ booby trap is clearly evi-
dent. The people, were assured, .
Fover:: and ‘over, by high- ‘Adminis- d
tration: ‘officials ‘and by some pro-
fessors. that here was the-Eighth
Great Wonder of the:World. Gov-
ernment ‘could do 6. much for the -
‘people af so little cost:: The vath
to prosperity and plenty lay along
the ‘road ‘of further borrowing at
rock=-bottom interest rates,  Such
was the bait ‘used and ‘it is-hard
to understand - why 'even ‘boobies:
The jaws of
/| the: trap were the ' inflationary
forces created and- promoted by
the: cheap money policy.: The trap
has ‘been sprung.: The huge paper-
profits of corporations, the fancy
wages ‘paid : to wholly ‘unskilled
‘workers -on war jobs, the immense ..
.increasein' so<called national in-
come—=al] of these superficial evi-
dences- of prosperity: had: their
origin in the credit inflation of the.
.war. financing. " :Sd our ‘American
St. George, the OPA, had a dragon
ready—made LB, r, ;

s Beating the Waves Back

- The Greeks had 'a story for if..
.Thev told: of & King who' was so
puffed up with kingly. vanity that
he ordered the tide to stov, and
sent -his sheepish-courtiers to beat
.the -oncoming ‘waves ‘with whips
to «register the royal displeasure.
. But’ neither: the- royal-decree’ nor
the - whips wielded by servants .
could - -stop: the ‘tide *and King .
Canute was lucky. to escape with
only wet feet. ", o
. Our - inflation tide is not 2 a re-
.morseless and . irresistible. force of
nature. but'a product of the fool~
ish policies-of government. We
-do have- a chance.'that was not -
,avallable to Canute, We can stop
the tide, but we cannot do. it by
setting more booby traps. Rather 4

n “The Tax Re~

view,” March, 946

-was .well.on the. way.out ‘of .it,
when : the. Keynes:an revelatmnS« r

short-cut .and" at ~the. 'same ilme SRR

terest-rate could be reduced. Now - ' -

is-against nature, against common:. o
of ‘supply ‘and demand.~ In :1930, - .
922, million; the computed raté of |

stood ‘ready to buy.all™ debt vaper-- |
buy.- During. the ;1930’8 the gold Tk

the Federal’ Reserve 'banks ‘sup=: "
plied the member banks with the .

icf. H. L. Lutz, “The 64-Billion " .
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we must get rid of the traps that

have already been responsible for

;ttlet mischief, "Let us have a‘look
em, ;

The' first booby trap to be ex-
posed and thrown out is the policy
©of artificially cheap money,  The
Treasury and the  President have
) ‘;declared that this policy must be
- continued. To do so, however, will

Imean that the impetus ‘of the in-
< flation tide will be sustained, even
" while the budget is balanced and

the .debt is being reduced. = This
result will follow from the enor-
Inous amount of debt refunding
+“that’ must occur, - At artificially
- low-interest. levels, the principal

buyers of refunding bonds will be
the banks.  Thus:we ‘shall con-
tinue to inflate bank eredits.” The
public budget - will not: be re-
quired te provide increased pay-
ments-for-interest, buf the private
budget -of'-every citizen will ‘be
- required -to- sustain the impact of
- “further .inflation.  ‘Anenforced
cheap. money : policy ‘means price

@nflapon. -When money is cheap
v At Wwill buy ‘but little, ‘and when
o zac‘lrc;llta;lr vglll buty only a littie we

e concrete evi i
P vidence of high

A second booby trap to be
Sprung and thrown out i:? the Ad-
ministration’s policy of support-
ing each and every demand for
hlgheg wages. - There c¢an' be no
-question that wages were inflated
.during the war, Employers were
. under great pressure to produce
Wwar materiel. . Many thousands of
bersons with no: previous indus-
trial experience or training  went
into factories and shipyards,
j whgre they  were paid liberalls;
while being taught ang still more
liberally afterward,  Wage costs
had no relation to the prices that
the customer, which was the gov-
' ernment, would pay for the prod-
uct, Taxes,_ and in patricular, the
-excess-profits tax, were so ‘high
as to jusify. liberal wages -since
the government would take a large
share of any savings realized un-
def a tighter wage policy,

. Instead of following the serisibl
line of standing pat on wages ang
pushmg_ for. a rapid expansion of
production ' aimed : at reasonable

- cost and price levels, it was de-
cided to give active support to the
demands for wage .increases. This

would bave led to higher prices

- even with no ‘abnormal credit in.
flation ' in evidence. OPA. con-

.. tributed to the blunder by under-
takn;g to compel absorption, along

. /'the line, of the burden of the wage
-increases without

propriate price advances, The fail-

ure of goods ‘to appear provided
the best evidence that OPA like
all other forms of public  regi-

mentation, c¢an functi -
iyt 4 ion.only vneg

Have Generated Inflation Tide
Tl}us we have been generating
the inflation tide which our mod-
ern King Cargute tells us he can
hold back, using price ceiling or-
der§ as ‘royal decrees, and fines
against, -occasional  violators, ‘to-
»get}_ler with “the: Treasury’s play
against black market incomes, as
the whips. Yet. there were few
.- g00ods at the old ceiling prices, and
the quality’ of those that . were
available. was often so sadly -in-
ferior as to represent.a serious de-

grz ‘(:Ifl.c_oncealed inflation, -, -
: is. moment the third boob
trap, the OPA itself, . has beer};
.sprung. . In' recognition of ‘what-
“-ever useful ‘'services' it ‘may :have
" rendered:during the war, as an
; pffset to the foolish financing pol-
icies * that *made " price ' control
necessary then, let the dead OPA
havg a decent burial. “Any resur-
- rection of it ‘would be, at best, in-
glorious. "The first stage of the
shoqk of termination is rapidly
passing. - Apart from a little hys-
- teria, the country bore it well. The
amazing thing was not the rush to
buy, but the prompt-movement of

livestock ‘and -other commodities |

into-the .market. ‘Having already
-passed over the hump so easily, it
- would be .far better to: proceed
* with the adjustment process than

gitized B FRASER
p:/liraser. stlovisfed:ora/

permitting  ap-.
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to snarl everything by a restora-
tion of price controls that are cer-
tain, in any case, to be relatively
ineffective,

Final Removal of OPA a
Constructive Step

The grave shortages which de-
veloped in the weeks prior to June
30 were natural and logical.. The
final removal of all uncertainties
regarding price ‘control would: be
the most constructive step possible
in' the .direction 'of putting both
producers ' and ' consumers’ . on
notice that prices henceforth are
to be determined in a free'market,
Producers ‘would no longer hold
back” goods and.there would be
no black market into. which to
divert them.: Prices’ would. find
their  'matural  level. .This  level
would ‘be somewhat higher than
ceiling . ‘prices 'but 'not -anything
like “as high  as ' black' market
prices. ' 'Most important of all,
there would be goods available at
‘the . 'new,  free 'market prices.
The * people  have a . choice to
make: here, and there should be
no difficulty whatever about the
right decision to be made. It is
a choice between a free market in
which there will be a liberal sup-
ply of goods at prices that will
warrant production, or a return to
a regulated market in which sup-
plies for the legitimate trade will
again dry up while the black mar-
kets flourish once more, By all
means let us have prices that will
stimulate - production and ' legiti-
mate trade. ‘The forces of com-
petition will level prices off on
a plateau determined by costs of
production, - and the consumers
can never hope for a better deal
than 'this.. When all production
and trading are open and above-
board, there is no'opportunity to
gouge .in special - deals. = Black
markets exist only when there are
laws; rules, or regulations to be
evaded. g

The  economic principles in-
volved in a return to a free mar-
ket are reasonably simple, yet
there appears to be general:lack
of ‘understanding of them. : The
commonest error is in the assump-
tion that if price controls are re-
tained,  supply @ will eventually
catch up with demand at these
controlled prices. The fact ig that
whenever there is' trading,
whether in the open or under the
counter, ‘demand and supply are
in balance at the price at which
the 'trading ‘occurs. ‘The adjust-
ment  factor is'the price, It is
naively ‘assumed ' that ‘producers
will eventually turn out enough
goods so that there will be a bal-
ance between the quantity de=
manded and the quantity supplied
at the controlled price, even if
that price barely covers the out-
of-pocket costs of production. But
there is no reason at all to sup=
pose -that producers would  ever
take an interest in trying to pro-
duce all that could be sold at the
fixed price as long as they could
get better prices elsewhere. And
it is precisely because so many
producers have been able to get
better prices elsewhere that the
stocks of goods available at ceil~
ing prices have so nearly dried up
alt_ogether. In part, these better
prices have been ' obtainable  in
the export market; in part, they
have been -realizable: in the do-
mestic¢ black ‘market; and also, in
part, - they  have been :realized
with the aid and comfort of OPA,
through the device of shifting to a
new line, in:which the producer
had no previous cost'and price ex-
perience, a situation in which the
newcomer could get. price ceilings
that were denied to the firm with
a record ‘of production."
. .Therefore, -during all of the
talk about holding the price line
until supply caught up with de-
mand, we have had a-series of
equilibria between supply and de-
mand’ in many fields, largely. at
prices ‘of which OPA knew noth~

ing or;about which it could do’

nothing. Supply has undoubtedly
been in step with' demand-inthe
case of the $5 to $10 sport shirts;

for example. No retailer handling
these shirts has found it necessary
to post signs, saying, “Sorry. Only
one to a.customer.” ' The most
significant aspect of market equi-
librium - is ' freedom ' to . find ' the
price at which a given amount of
an article .will sell.. If the pro=
ducer can keep  his costs below
that  price, he' will '‘earn some
profit for himself. If he cannot
get' his costs down' that far, he
must be free to raise his price and
still try to hold his market, or
the - Sheriff will take his assets
over in due course for the bene-
fit ‘of his creditors, There is no
such freedom under a system of
ceiling - prices, - however  deter-
mined.: - .

‘Booby Traps in Federal Laws’

1f we accept Mr. Bowles’ defini-
tion' of a booby trap as something
which snares' the unwary by pur-
porting to accomplish one result
while actually permitting or caus=
ing other:results to occur, then we
¢an find numerous illustrations of
these 'traps in the Federal stat-
utes. ' The National  Labor « Re-
lations Act, for example, was sold
to the people on the ground that
it would prevent strikes. Actu-
ally, it has promoted bigger. and|
longer and more.  bitter strikes,
The subsidy : program has been
sold to the people on the ground
that it doesn’t cost anything, al-
though  even the dullest booby
knows that nothing is really for
free. A Federal budget of more
than $30 billion is a booby trap
that will snare some 40,000,000 in-
come taxpayers.

The list could be prolonged in-
definitely but'this is hardly ‘nec-
essary. There is one prize trap,
however;  which should be men-
tioned. It is the doctrine that gov-
ernment planning ‘and control are
superior to the decisions made in
a free market, as-a means of ad-
vancing ‘the general' well-being.
More suckers have been caught
in' this one .than in all of the
others combined. Once the people
were ‘able to detect and-avoid this
particular snare, they;would have
much 'less difficulty, in" steering

-clear of the many lesser traps set

to catch them in this or that by-
path, The best protection against
being caught by any of the booby
traps set by the planners is a
genuine faith in the efficacy of
the private enterprise system to
advance the general well-being.
Any scheme to limit or hinder the
full and free operation of this
system would ' obviously  be 'a
booby:. trap. ’ ¥

Fred V. Loeliger Is
With Carl Marks Co.

Carl Marks & Co., Inc., 50 Broad
Street, New York: City: specialists
in ~ Foreign Securities ' announce
that Fred V. Loeliger has become
associated with them as Manager
of their European: Securities De-
partment.

Mr. Loeliger returned several
days ago from an extensive Euro-

pean tour visiting Switzerland,

France, England, - Holland = and
Belgium, in ‘which countries he
observed and studied the on-the-
scene financial and business con-
ditions.  Mr. Loeliger was former-
ly connected for 16 years with A,
Iselin & Co.;. for six ‘years:with
Dominick & Dominick; and more
recently - with = Arnhold & ' S.
Bleichroeder, Inc.; where he was
in.charge of the Foreign Depart-
ment. f :

Burchard Returns to
Goodhody Department

-“Gerard. Burchard has' returned
from ‘the armed forces and as-
sumed his: post as’ co-manager of
the ' Canadian Depariment  of
Goodbody & Co., 115 Broadway,
New . York City, members of the

New - York  Stock..Exchange - and

other leading -exchanges.

I Didn'#!

According - to Martin 'Judge, " Jr. of Lauterwasser & Co,

- 145 Sutter Street, San Francisco, in the early ‘days of San Fran-

cisco a very: successful merchant on Montgomery Street had in

* his private office two large photographs on opposite walls,. One

was of a jolly fellow, stoutish with flowing sideburns, and under
him the caption “I sold too soon.” The other was a cringing fel-
low with tears in his:eyes, and had under him the legend, “L -
didn’t sell.” Whenever the merchant had an intricate problem to
solve he studied both pictures and often came to the conclusion”
that “if the other fellow expects to make a profit, its all right with
me-—I've got mine.” Copies of this fable, illustrated with sketches
of the two gentlemen may be obtained from  Martin Judge, Jr.

v:,SfEategahd< Mumicipal Securities

: - Surplus

Harris Trust and Savings Bank
. Organized as N. W. Harris & Co. 1882—Incorporated 1907 : ;
HARRIS TRUST BUILDING, CHICAGQ 7

Statement of Condition
June 29, 1946

Resources

Cash on Hand and Due from Banks__$120,085,466.34
U. S. Treasury Bills and Certificates_  67,868,202.85 :
U. S. Government Bonds and Notes.._ 120,576,381.58 *

25,149,615.77-
41,618,987.39 .
144,877,107.60
£ 600,000.00 -

. Othets Bonds and Securities.
Loans and Discounts
Federal Reserve Bank Stock

Customers’ Liability on Acceptances
and Letters of Credit
Accrued Interest and Other Resources

___________________ . $524.102,489.55

1,271,485.73
2,055,242.29

3 Liabilities
_$ 8000,000.00

12,000,000.00 : :
Undivided Profits..  4807,784.64 $ 24,807,784.64

Capifal

£ 6,626,392.82
~3,431,070.59
1,271,485.73 -

General Contingency Reserve
Reserve for Taxes, Interest, Etc
Acceptances and Letters of Credit___
' Demand Deposits.._$452,271,147.18
Time Deposits — 35,694,608.59 487,965,755.77

$524,102,489.55

$85,910,000 of United States Government Obligations " and
$300,000 of State and Municipal Securities are pledged to secure
$65,028,008.27 of United States Government Deposits and $18,-
657,600.77 of Trust Deposits, and to qualify for fiduciary powgrs.

\ Memizer of Federal Deposit Insurance Corperation
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Washmglon Ponders Bretton Woods Salaries

(Continued on page 202)
Washrngton there has been a good
. deal of wire pulling to get berths
" there. Under the arrangements
concluded at Savannah in March,
12 ‘executive directors and 12 al-
‘ternate’ executive ‘directors have
a place on the Fund and an equal
number on the Bank. Executive
directors receive $17,500 a . year
after taxes and'alternates $11,500
‘after taxes. The managing direc-
“tor of the Fund gets $30,000 after
taxes ‘and the President of the
Bank the same. Thus, counting
" taxes, the services of the top 51
" officials ‘'of Fund and Bank cost
a potential $1,000,000 a year. This
does not allow for the permissible
entertainment expenses of manag-
ing diréector and President. . '
Under these 51 officials there is
“.commencing to be built a staff of
lawyers, ' economists, engineers,
" administrative and  clerical per-
sonnel, all paid on an after-taxes
. basis. The salary arrangements
_thus' far made reveal that these
. positions are on a similarly at-
. tractive basis, Thus far most of
“'those employed have been Ameri=
. cans, and of these, all who have
come to this writer’s attention are
" former government employees. A
 number of former members of the
" Treasury Department’s division of
monetary research, once headed
by the present American execu-
tive director of the Fund, Harry
D. White; have gone to:Fund or
Bank. These are men who worked
' on the Bretton Woods program at
the Treasury. A few have gone
to: Fund or Bank from the State
Department, after having worked
on BW there. The Federal Re-
. serve Board staff has commenced
.to contribute research personnel.
> In' other government depart-
. 'ments, and even in some of those
. most. concerned with the Fund
and Bank, the writer has heard
criticism - of ' the numerous and
“high-paying positions and  to the
+manner in which they are being
.awarded to {‘insiders.” Apparently
no one has moved from a govern-
ment job'in Washington to the
- Fund or Bank without a very ap-
preciable increase in his: or her
salary. This seemingly applies to
the clerical help as well, most .of
the research officials having taken
along from 'the government at
~least one secretary.

The Proposed Salaries

As reported earlier in these col=
umns, Harry White and E. G. Col-
.lado, the American executive di-
rectors on Fund and Bank, moved:
from pre-tax salaries of less than
$10,000 to post-tax salaries  of

~ $17,500, or the approximate equiv-
alent of $25,000 for a married man

. with dependents. 'One young civil

. servant: long associated with the
development  of Bretton  Woods
moved out from under the' gov-
ernment $10,000-before-taxes sal-
ary ceiling to $14,000-after-taxes,
or approxunately the ‘equivalent
of $20,000, which is twice as much
‘as a Senator gets' paid in thrs
‘country..

The Bretton Woods agreemen‘ca
provide that personnel of Fund
and: Bank shall’ be selected with
due consideration of geographical
considerations, and undoubtedly a
number of ‘the higher-paid posts
are being reserved for non-Amer-
icans. It has been reported to the
writer that the Fund and Bank
will find it hard to get people to
come: here from abroad ‘“‘because
. the salaries are not sufﬁcrently at-
tractive.””’ This may be true in.a
- few: - special ‘' circumstances; - as
where a - country because of its
past - history: or ' other.  circum-
stances has only a relatively few
skilled financial “technicians,” But
it is hardly likely that the posts
reserved for non-Americans will
long remain unfilled if there  is
need to fill them. As one European
director put it in conversation
with the writer, “No one who has
lived in Western Europe in recent
war and postwar years would not
jump at the chance of coming to

'

Washmgton, especially at the sal-
ary scale in force in Fund and
Bank.”

Since there will be in all only
a few hundred positions on Fund
and Bank, the great majority of
those who have applied must’ be
disappointed. - Recently, a ' man
seeking employment in the Bank
was advised to get the endorse-
ment of Mr, -Harold 'Smith, its
Vice-President. ' A call at Mr.
Smith’s. office 'disclosed ‘that he
was out but elicited ‘from'a sec-
retary the information that, inso-
far as concerned any vacancies to
be filled by Americans, Mr. Col-
lado had reserved them for per-
song of his acquaintance. It may
be an indication of the dominant
role of the State Department in
the government’s foreign financial
policies, including the NAC, that
of the American executive direc-
tors and ‘alternates on Fund and
Bank the Treasury Department
contributed : one-  (White) - and
State, three (Collado, Hooker and
Luthringer). That the Treasury
has supplied more: personnel . for
research and other technical work
than has State may be explained
by the fact that the Treasury had
more such trained people to start
with.

Salary Comparisons

How well paid ‘the Fund and
Bank  directorships are may be
seen by a few comparisons. : Not
only do the executive directors
receive, with taxes taken into ac-
count, about 60% more than ‘the
Chairman of the Federal Reserve
Board and 2% times as much as a
Cabinet member or member of
Congress; they are paid more than
any American Government offi-
cial outside of the President. Such
a high salary scale was vigorously
opposed ‘at Savannah last” March
by thé Birtish delegation, support-
ed by the. Canadians and others.
However, they were overruled by
the greater voting power of the
United States delegation, embel~
lished with copious arguments by
Mr. Harry White in committee
meeting aided by the State De-
partment representatives there.

Why these salaries appear to
the British “wildly extravagant”—
to quote the London “Economist”
—1s apparent by a few compari-
sons. To earn $30,000-after-taxes
a Britisher would need a gross in-
come of $400,000 ‘in. the United
Kingdom, ;To have $17,500 left, he
would need a gross income of
$80,000.. The Chancellor ‘of the
Exchequer receives ‘“only”  $20,-
000 before taxes; the Permanent
Secretary of the Treasury, $14,000;
the  Chairman of the Midland
Bank, $40,000. There are in all
Britain only 60 subjects of His
Majesty whose income equals that
of Mr, White and Mr. Collado.

' Czechoslovakia’s . Minister = of
Foreign Affairs receives as salary
and allowances, and before taxes,
only. $5,600. In all Latin America
there is no government official,
not even a President, whose sal-
ary equals that which the Ameri-
can delegation at Savannah put
across for the Fund and Bank ‘ex~
ecutive directors. All this was
done with the blank-check powers
voted by Congress. when it adopt-
ed the Bretton Woods Agreements
“as ‘is.” Even when the Senate
confirmed the American’ Execu-
tive Directors of Fund and Bank
earlier this year, it made no in-
quiry as to the emoluments of the
-office. Now, though it is too late,
some: Senators: are raxsmg ques-
tlons

' Senators Ask Information;

In the midst of the turmoil over
the “expiration ‘of the OPA, the
Senate . Banking © and . Currency
Committee took off a morning to
consider and confirm the nomina-
tions of Mr. Edmond M. Hanra-
han to the SEC, Mr. John W. Sny~

World Fund and Bank, Mr. John

Stam Hooker to be American Al-
ternate Executive Director of the

der as American Governor of the|:

Bank and ‘Mr. George F. Luth-
ringer to be Alternate Executive
Director of the Fund. Most of the
meeting was given over to an ex-
amination of the qualifications of

Hooker and Luthringer and the|t0

reasons  for the high salaries
which are being paid by Fund and
Bank,

Eliciting from. 35-year-old Mr,
Hooker—he pointed out that he
will be .36 on Aug. 8—the fact
that the salary of an alternate ex-
ecutive director is $11,500 after
taxes, Senator Taft -asked the
nominee; - “What qualifications
have you got for being appomted
to such an important position, in~
ternational position, at such a sal-
ary [the equivalent of $18,000 be-
fore taxes, according to Taft]?”

Hooker--I have worked since
1934 on these specific problems
relating: to the Bank and have
followed the work on these sub-
jects in this ‘government nght
from that time.

Taft—Well,” you mean about
four years.ago the plan came in
and started and you since then
have been in the Treasury under
the same gentlemen who have
been appointed to the higher po-
sitions; you have been their assist-
ant right through and now you
want to move in there with this
$18,000 salary. . . . Are the State
Department and “the - Treasury
Department going to fill all these
big-salaried jobs out of those two
departments only, without going
into the general field and look-
ing for people with long experi-
ence?

Proceeding to question Hooker
on his experience in and -after
College, Taft asked:

Taft—Have you ever had any
experience in the sale of securi-
ties?

Hooker—No, sir.

Taft—Have you ever been a
member: of a firm:that had the
problem ' of marketing  securities
in the United States?

Hooker—No, sir.  That will be
the essential function of the staff
of the Bank, rather than the di-
rectors of the Bank. The Bank
will have to hire people experi-
enced in marketing securities. I
mean the technique and the de-
tails of getting up a bond inden-
ture, -etc., the legal questions
involved.

Taft—Do you know -anything
about, for instance, have you had
any experience that would quali-
fy you to judge whether a water
power development we will say,
in Palestine ‘or in Russia, is a
sound proposition to be guaran-
teed by the Bank? Are you an
engineer in any way?

Hooker—I am not an engineer;
no, sir.- I'have been in on all the
projects submitted to the Export-
Import Bank:

Taft—You mean you have read
the reports?

Hooker-—No, sir. I have actually
considered them and formulated
opinions when I was in the Treas-
ury and .. . State Department.

Taft——-Were you at the Savan-
nah Conference? ¢

Hooker—Yes.

Taft—What was the purpose of
fixing these high salaries so much

higher than the general standard |

of government salaries? What was
the purpose of fixing them at that
rate?

Hooker—-The purpose was .
so. that they could  get into the

| Bank, particularly the staft of the

Bank qualified people.: 3y

Taft—Yes, it was to get better
men with experience,: wasn’t 1t'7

- Hooker—Yes, :

Taft—It was not Just to put a
bunch: of State ‘Department and
Treasury Department people into
better paid jobs, was it? i
Hooker — Well, Senator, if you
‘have been working on the partic-

ular questions which the Bank is

going to consrder, or similar ques-
tions, and requests for loans—and
the: United: States:has’ been -the
only country which has had the

funds in this whole period to loan |/

out—I don’t really think you
would say that wasn’t any expe-
riegce in what the Bank is going
0,
Asked by Senator Barkley what
salary he had earned in the State
Department, Hooker replied $9,-
950, “What was it before July 1?”
Barkley inquired, *$8,750,” said
Hooker. ;
Barkley—Was it necessary to
double the salary to get you to go
into the Bank?
Hooker—Sir, I did not set the
salaries in the Bank or the Fund.
Barkley—I know that, but you
said a while ago, and I think it
is to be assumed, that the high
salaries were set in order fo get
people who might not otherwise
be interested in tHe-Bank, men of
experience. I wondered if it was

mnecessary to double the salary of

the men- already in the govern-
ment, with experience, in order
to get them to be transferred to
the Bank. .. .

Hooker — Senator, the primary
reason, in my-opinion, for the high
salaries was the job of getting for
the: Bank a President and other
high officers of the staff. .
The salary of the Presrdent of the

‘International Bank was set at

$30,000. In order to get qualified
people with experience in securi-
ties, you have got to set the sal-
ary rather high.

Taft—It is free of taxes, though.

Hooker—-It is free of taxes. But
you have got to pay them a sal-
ary which is somewhat compara-
ble to the salaries they get in
New York.

Mr, Luthringer, also, was ques-
tioned on the salary of his post.
During the discussion, Senator
Murdock of Utah commented: “It
might - be  these salaries were
fixed, anticipating we were going
to get rid of price control.”

Taft questions Luthringer about
his qualifications to be assistant
to Mr. Harry White, the American
Executive Director of the Fund.
There followed this colloquy::

Taft—What is M!‘ White’s sal-
ary?

Luthrmger——$17 500 after taxes.

Taft—How man‘,\,Y other State
Department . or Treasury Depart-| n
ment officials are moving into this
Fund at these salaries, besides Mr
White and yourself?:

Luthringer—I don’t know, " sir,
vzhat salaries they: are paying: the
staff. . .

Taft—There is qurte aforce that
has moved out of: the Treasury
Department - and ~ State  Depart-
ment, into the Fund at these
hlgher salaries?

Luthringer—I don’t know about
the Treasury. From the State De-
partment there were only three:
Mr. ' Collado,  Mr. Hooker and
myself.

Asking whether the salary scale
determined at Savannah had not
been . practically fixed by  the
American delegation®*; Luthringer
answered: ¢

“The American position on the
salaries was cleared with the
NAC. As I understand, the mat-
ter was also: taken up with the
White House.” 3

This caused ,,Senator Millikan,

from ' 'the ' great~mining state of

Colorado, : to = comment: . “There
seems to be gdld’in them thar

.] international hills

And from:Ta
they were- puttifig  them high in

order to. get people from~ the

country who had’ fome actual ex-,

SS, and not, to
ces of the State

perience in busi
move over the f

and - Treasury Departments at'

(

%0t earlier reportsby the writer
in the “Chronicle” of'March 21,
1946, p.'1; April 4, p.-1787; and 'in
“Nation’s Busmess,” June, 1946

p. 64.

“T understood. :

430

meore or: Iess double their' present
salaries,” ;

iy
“Clayton Defends Appointments

Later, Assistant Secretary: of °

State Will Clayton testified :in |
support of the Department’s e~ '
lections and the high salaries, 'He
endorsed Hooker and Luthringer

as able men. But Taft: persmted‘

“What seems to me so doubtfuliis |
to move the whole staff over from
the State and Treasury Depart-
ments - without going  out ‘and
looking for people with wide ex~
perience in the international bus- *
iness field, because that business
field is something that gives a

- great deal of experience.:The rea—

son a fellow gets $25,000 to. $50,~
000 at a bank, which: incidentally
if it-were $50, 000 would give him

about: $35,000 net, is that he has |
had experience in banking,. He |

- knows - exactly -how' to do: the '

things a banker has to do. With !
all-due respect, I don’t think any |
bankers will ‘come over: and pick

out Mr. Hooker and make him the |
president or vice-president of .a |
bank at. a salary: equivalent:to
$18,000 a year, But it seems to me
the purpose was to enable you to

 get. someone from ‘the: outside to /

g6 in’ there, not just to increase

the salaries of State Department |
officials ' who might or might not '
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