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‘Has New Deal Planning Been A Success?”
By BENJAMIN M. ANDERSON, Ph.D, - . !

Dr: Anderson contends governmental economic planning to create full employment began with cheap
money. policy- of 1924 and became intensified in 1933 under Democratic New Deal. - Traces statis-
tically effects of New Deal policies and concludes unemployment was not cured and technical progress
was retarded through impaired capital equipment. Holds sharp rise in American' industry in 1939,
compared with 1914, was due to larger slack in use of industrial potentiality in latter year, and con-
‘cludes that, judged statistically, government economic planning ‘'may be condemned as robbing us,
\ year after year, of production we might have had and consumption which we might have enjoyed.

The New Deal, in the sense of governmental economic planning designed to create
full employment, began, as a conscious and deliberate matter, in 1924, when the Federal
Reserve Banks bought several hundred millions of government securities, manipulating
the money market for the purpose of mak-
ing cheap money; and for the purpose of
‘reversing the rather sharp business reac-
tion of early 1924. The high tariffs which
had come in 1921 and 1922 had made grave
difficulties for our export trade, and par-
ticylarly for the export trade in agricul-
tural products. The prices of farm prod-
ucts had had a sharp break in early 1924.
If Europe could not sell manufactured
goods to us in adequate volume to.pay her
debts and to: purchase our export goods,:
she could not. buy our export goods—in_
adequate volume,
. The cheap money policy of 1924 coin-
cided with the Dawes Plan, which restored the confidence
of American investors in Europe and made possible a great
placement of foreign bonds in the United States amounting
to approximately. a billion dollars, most of which came in

; (Continued on page 2227)

By MARRINER S. ECCLES*- .
i Chairman, Board of Governors of Federal Reserve System

Asserting “past experience has demonstrated that maintenance of
stable and prosperous conditions cannot be assured by exclusive
reliance upon the free play of market forces,” FRB Chairman holds
inflationary potentials continue, and in view of decontrols, nation
must now rely primarily upon self-imposed restraint of manage-
ment, labor and agriculture. Holds Federal interest rates should
_ mot rise, and lays stock market decline to wage-price maladjust-
* ments and uncertainty of business profits. \

It is ten years since I had the privilege of meeting with you at a
bank management conference of the New England Council. The Axis

Giotd wass- , | N
 Interest Rates and |
Federal Reserve Policy

ginning to
blacken. the
By J. H., RIDDLE*
Vice President, Bankers Trust Company, New York

skies over

Europe - and

the Orient.

Few were

awarer of its

ominous . por- v

;etniti lwit‘;':;f : -.Bank executive conterids because low interest rates are required by

gling up from | fiscal policy and because there is large amount of idle capital, they will |/

the deepest remain low for an extendéd period,  Sees possibil-

-depression - in ity of still lower interest rates as an -anti-inflation-
ary measure, but decries fear of severe business
depression. - Looks for no early government long-
term refunding issue and criticizes Federal freezing
of short-term rates as encouraging banks to convert

holdings into long-term issues and as causing undue

credit. expansion. ' Analyzes FRB. proposals- for

greater credit conirois, and expresses’ doubts as to

Inflationary Forces and the FRB

Marriner' S. Eccles Benj.' M. Andersonv

=" balanced budget and the danger

.of inflaticn, The gross national

debt had reached nearly $34 bil-
lions, ‘ e

‘. »«No onethen could have fore-

seen the events of the next dec-

ade. After the most devastating

of all wars, we find ourselves

today with a gross national debt

“of $265 billions, or nearly eight

our economic
their merits. :

history. A

decade ago

i most bankers
and - businessmen were worried

The -fluctuations -in- long-term - bond . yields

since the first of. this year and the changing

moods in Washington have created ‘a. number of

questions in the minds of investors and warrant

i _ ‘mbout the Federal debt, the un-
*This article is a chapter on A Statistical Evaluation of the
a‘reexamination of the factors affecting the fu-

New Deal’s Effect . Upon Employment and the Utilization of Our
National Productive Powers” from Dr. Anderson’s forthcoming book

J. H. Riddle on financial history from 1914 to 1946. Dr. Anderson is Connell Pro-

fore the Sixteenth New. England
- Bank Management . Conference,
.- Boston, Mass., Oct, 25, 1946.

(Continued on page 2229)
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MEMBERS NEW YORK STOCK EXCHANGE

14 WALL ST.,NEW YORK 5,N.Y.

ture trend of interest rates. During the early

‘| part of this year.the Treasury frequently stressed the benefits of low

money rates and, together with the Federal Reserve System, followed

policies which forced rates lower and lower. Rumor. had it that the

Treasury would continue to  refinance maturities with certificates

at %%, or even lower, and would issue no more long-term: bonds,

*An address by Mr, Riddle before the New England Bank Man-

agement Conference, Boston,; Mass., Oct, 25, 1946, 3 ;
Fik (Continued on page 2234)
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"

.. .How High Are Prices?
_ L By EMERSON W. AXE . - bried e LY :
. Investment counsel analyzes price level to weigh justification for prevalent fear that higher prices. will

| ‘.Vl;irRo‘c'kWell" o

Taca Airways*
Higgins, Inc*

<, *With Prospectus

SECURITIES CORP.
&siablished 1920 L
Members N. Y. Security Dealers Assn.

dat’l Asg'm of Securities Dealers, Inc.
40 BMxchange Pl, N.¥.5 HA 2-2772

BELL TELETYPH NY 1-423

*Automatic; Fire Alarm
May, McEwen & Kaiser .
*Standard Screw

*Memorandum on Request

Mitchell & Company

Members Baltimore Stock Ezxzchaenge
! 120 Broadway, N.Y.5 .0 ~
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Electric Ferries
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Common' & Preferred

Savoy Plaza’
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Savoy Plaza
.Class *‘A”

Vanderhoef & Robinson
Members New York Curb Ezchange
31 Nassau Street, New York 5

Telephone COrtlandt 7-4070
Bell 8ystem Teletype NY 1-1548

Byrndun’ Corporation
7. Common. Stock

Eastern Utilities Assoc.
Convertible Stocks :

: Struthers Wells

Common Stock

20 Pine Street, New York 5

Telephone: WHitehall 3-1223
Bell Teletype NY 1-1843

{1, c. BRUNS & c0.

(3). current prices are very
further moderate price advance
rather than highness or lowness

the third*week in August and
of foods and farm products..
up to the present time, The
' controlson
meat and the

decline. ‘'was

an artificial
one—as em-

the fact. that
supp lies of
meat immedi-
ately dried up
following it.
Other com-
modity groups
‘showed no re~
flection of this
decline but
instead con-
tinued’to ad-
vance. 'An index of the prices of
industrial  commodities ' which 1
compute has been rising ‘steadily
at a .moderate pace since  the
close of last ¥ebruary. f
The paradox of the present sit-
uation- has 'been very well sum-
marized by -the late . Leonard
Ayres in his '“Business Bulletin”
of the Cleveland Trust Company
as follows: !

Emerson W. Axe

capacity. We have more work-
ers employed than ever before.

on easy terms for almost any

needs credit.

check consumption and curtail business,
than abroad;’ (2) prices of important in
low compared with the

consequently |

phasized by |

“We have  great. productive

There is ample credit available

constructive enterprise that
We have great
accumulated shortages of many
kinds of goods, and large num-
bers of eager buyers competing
for opportunities to buy. the

of the composite level, is harmful.

Holds that (1) prices sinice 1939:have risen less in U. S.
dividual raw materials  are appreciably below world prices;
post-World War L period;. and hence conclades a-
will ‘not choke demand. - Holds . that disequilibrium between prices,

The Bureau of Labor Statistics wholesale commodity price index dropped rather sharply between
the middle of September, entirely as a result of the decline in the price
A recovery set-in around the’ middle of September which has continued
decliné in foods and farm products was the result of the reimposition of

S

things they want.: I’t is 'prepos—

.pects for profits are so dubious

security prices.”

* Prices versus Demand
“'The"difficulties which business
has: encountered during ‘the past
year, .and more -particularly dur-

terous that under this combi-
nation of conditions the pros-'

that - we have_had a collapse of!

ing  the past two quarters, are
chiefly a matter of price controls
strikes and labor efficiency. There
is.no' question that the labor dif-
ficulties are an important deter-
'\'rent to full business expansion, but
|| it is to be expected that Congress
will revise labor legislation and
that some: restraints will ‘be im-
posed.  Some observers, however,

panies will be necessary. under

entire shock of market declines.

holders now
- willingly. ac-
cept payment
“in- kind” in
the retirement
of their shares,

“American Overseas
Airlines

Bought—Sold—Quoted

McDONNELL & (o.

Members
New York Stock Ezxzchange
New York Curb Ezchange
120 BROADWAY, NEW YORK 5
Tel. REctor 2-7815

irafter having
seen other
preferred
holders re-
ceive ‘cash in
full to cover
both call
prices and
.dividend - ar-
rearages
earlier in the
year? After
years of effort
and costly legal work, must pres-
ent integration plans be revised
to- reflect' lower market values?
Will the Securities and Exchange

" Ernest R. Abrams

| Commission “revert” to its ‘bundle

i ORI
“Special Situations”
‘Department
intalned for the. lation

or placement of large blocks of
Over-the-Counter Stocks and Bonds.

Members N. Y. Securlty Dealers Assn.
37 Wall St., N. Y. 5 Hanover 2-4850
Bell Teletypes—NY 1-1126 & 1137 .

gireénemeompam‘

‘We Maintain Active Ma

115 BROADWAY
Telephone BArclay 7-0100

rkets in U. S. FUNDS for

Dominion of Canada Infernal Bonds

Canadian Sécurities Dept.

GoopBobY & Co.

Members N. Y. Stock Exchange and Other Principal Exchangc#

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

(Continued on page 2252)

Stock Market'Break and Holding
- Company Integration Plans

By ERNEST R. ABRAMS
Author holds alterations in integration plans of many helding com-

‘the changed market conditions.

Reviews opinions of SEC with reference to “bundle of rights
theory” in allotling values and in distributing assets to senior and
subordinate securities of holding companies and concludes that in
many instances, present integration plans will have to be revised
to reflect lower market values. Holds in cases where holding com-
‘ panies are committed to program of selling assets and retirement
of preferred claims in cash, common stockholders will haye to bear

“What effect will receﬁt stock market declines have on pubﬁc
utility ' holding company integration plans? @ Will * preferred stock-
o,

of rights” theory of a few years
2go in the unscrambling of utility
holding ' companies? - These - are
some 'of the questions' currently
bothering holding company offi-
cials and security analysts.

That alterations in the integra-
tion plans of many holding com-
panies will be necessary under
changed market conditons seems
obvious. ‘Excluding offerings’ of
less than 100,000-shares, the com-
mon stocks’ of 13 operating -utili~
ties publicly - distributed . during
the past six months are; as shown
in the accompanying tabulation,
now . selling at. an - average  of
about : 17% % under original of+
fering - prices. " Disregardin
bankers’ discounts and incidental
expenses,  holding - companies  or

have. received some $407% million
less for their shares at. existing
market - levels: than actually- ac-
crued to them. It is: doubtful,
therefore, whether the ‘proceeds
of these distributions at. present
market, levels would have been
sufficient to :accomplish the de-
sired ends. : i ‘

But any suggestion that the SEC

rights” theory bespeaks a lack of
familiarity with the philosophy of
the ‘Commission as expressed in
its published Findings and Opin-
ions. Actually, it was not the SEC
but the holding ' companies - and
their ' bankers =who - disregarded

(Continued on page 2248)

their operating subsidiaries would.

must. “revert”. to its “bundle. of/

Manufacturing Co.
i Bqugh_t—Sold—f-Q(;pteJ

. Analysis on Request

STEINER, RousE & Co.

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

New Orleans, La.-Birmingham, Ala,
Direct (wirea. to our branch offices

American Gas & I‘.‘ower.
Birmingham Electric
Northern Indiana P.S,
Scranton Elec. Com.

South Carolina Elec. Gas :

Edward A, Purcell & Co.

Members New York Stock Exchange.. |

'Members New York Curb Ezchange ' -

50 Broadway WHitehall 4-8120

Bell System Teletype NY 1-1918 7
"'New York 4, N. Y.

Scrantoli Spring
- Brook Water

Central States Elec. (Va.)

Common . Stock -/ .-

Aspinook Corp.
Commodore Hotel, Inc. -

Frank C. Masterson & Co.

Members New York Curb Ezchange
64 WALL BT. NEW YORK B
Teletype NY 1-1140 HAnover 2-9470

4 Haytian‘Corp.
 Punta Alegre Sugar ,'

P}

Quotations Upon Request

FARR & CO. °
Members New York Stock Ezchange

New York Curb Exch. Assoc. Meémbes .
New York Coffee & Sugar Ezchange

120 WALL ST, NEW YORK:
TEL. HANOVER 2-9612

A Complete
Brokerage Service
for
Banks and Dealers

C. E. de Willers & Co.
-Members New York Security Dealers Asss.

120 Broadway, N. Y. 5, N, X,
‘.REctor 2-7630 Teletype NY 1-2361 °

A low priced speculation—
Keynote
‘Recordings, Inc.

Manufacturer of
Phonograph Records

Common Stock
Currently selling around 2V

‘Prospectus on Request

- Simons, Linburn & Co.

Members New York Stock Exchange

25 Broad St., New York 4, N. Y.
HAnover 2-4771 Tele. NY 1-2908

Telephone HAnover 2-2400

For Banks, Br;ke;l &_Derllen
Finch Telecommunications
Trading Market

TROSTER, CURRIE & SUMMERS |

Member New York Securily Dgalers Association
74 Trinity Place, New York 6, N. Y.

Private Wires to Buffalo—Cleveland—Detreit—Pittsburgh—8t. Louls

Teletype 1-376-377-378

SCRANTON ELECTRIC
COMPANY
Comm()n

BOUGHT—SOLD—QUOTED

J-G “WHITE & COMPANY

\ INCORPORATED

37 WALL STREET ~ NEW YORK 5
" ESTABLISHED 1890

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

Western Union Leased
Line Stocks

International Ocean Telegraph Co,
Pacific & Atlantic Telegraph Co,
Southern & Atlantic Tele. Co.
Empire & Fay States Teleg. Co,

bought - sold - quoted

Arnhold and .§.:~, Bleichroeder

30 Broad St. New York
Wiitehall 3-9200 -, -‘Teletype NY' 1-51

tre

goooanredd i 130 4 Baendl Tutta

P T I R

PPN L8 X3

i
lLII,I'."I.QHD#ilil‘il’-!l

S s vy

gitized for FRASER *= =#: S
p://fraser.stlouisfed.org/




Nolﬁrﬁe 164" Number 4538

¥

THE COMMERCiAL & FINANCIAL CHRONICLE |

2203

i i"—Benjamin M. Andetrson -2 i
¢ Inflationary Forces and Federal ‘Reserve Board '

. Slump: Ahead!—Stacy - May

" Articles and News
Has ‘New Deal Planning Been A Success"

Page

Covéf

—aviarriner, S. Eceles - Cover‘

Interest Rates and Federal Reserve Policy—J, H Rlddle Cover - |
. How nigh ‘Are.yrices?—Emerson W, Axe. 2202
. Stock Market Break: and Holding Company Integration .

‘Yrlans—Ernest K. Abrams

Dlagnosing the Dip—Maurice S. Benjamin
. Margin Trading Prohibition and Disorderly Markets

i ~~Wymond Cabell __._

“ 1 Posvwar Kote of pusiness Anveniorres—y; S, WIiisun

" Legal Aspects of Bretton Woods Agreement—Charles Taft 2207

. Prosperity—We Can Have It If We Want It

Murray Shields
Banks and Government ‘Bonds——russell L'’ Wiliams.

vernanional Kegulations of World Trade
—Sir Stafford Cripps : :
QOur Economic Responsibilities in the World Today
W. Averell Harriman ...
What. Future: for Bank of international betuemems
Herbert M., Bratter :

2208
2 2208 s
2209

© Colective Barzaining With A’ Club=—Donald R. Richberg.:2209. "
" Two Conceptions of the Int’l' Monetary Fund—Paul Bareau 2210

Commondense and: Progress—J. Penfield Selberlmg i _‘_2211

. The Road te Abundance—Dr. Zay. Jeffries

 Advertising—Roger W, Babson ...
* Distribution—A Key to Full. Employment

Tarn gight!'—William Hurd Hillyer .
#“Business Speaks”—Donald M. Nelson

¢ Bureaucracy: A National Menace—Senator Wherry

Depy. or Justice ¥inas 1t Luricult to ¥rove Unhderwriters
Are Violating Anti-Trust Laws—Edmour Germain

Status of Savings. Bond Program—Secretary Snyder

Future of Textile Decontrol—John-D, Small

. The wattle of Industry—Lt. Col;’ Ralph Strassman
. Free Enterprise and Anti-Trust Laws

—Attorney General Clark

—Amos E, Taylor ...
Underwriters Encouraged by Catfrey’s Red Herring Plan 2203

¢ International Trade Conference Making Rapid Progress._2205
- British Proposals for International Full: Employment._._2206

British Official Calls on U.'S. to Increase Imports
* —Hugh ' Gaitskell *
Sees Trend Toward Better Business Halted
—George E. Price, Jr.
Tnion Suggests Method to End Impasse with - NYSE.
NYSE Governors.to Act on Permissive Incorporation .
; Next Week
Senator Ball Advocates End of Closed Shop

2207
2201

. Philip Murray Predicts Another Steel Wage Demand 2302209

New Deal in Railroad Management Demanded

-=F. E. Rogers ...
Explains Excess Profits Tax Settlements——Peter Guy Evars 2217
SEC Orders NASD to Admit Firm 218

D:agnosmg the D:p
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Market analyst ascribes drastic stock market break to pubhc s de:
layed and exaggerated reaction to reconversion troubles, Predicts

»rise when public comprehends favorable position of many indas-

tries, coupled with underlying mﬂahonary stimula. * He lists diver-
" gent performances of representative issues during the general mar-

‘ket’s decline since last February, and predicts that similar selec--

© 4 lvaldes, s’ the

. wago 3, L
| Drapers’ Gardens, London, E. C,, England
| /0 Edwards & Smith,

Investment. Bankers ‘Association to Hold Thirty-Fifth

Annual Convention Dec. 1-—6

2219

“The ' Anglo-Swiss' Monetary Agreement -

Leonard P. Ayres Is Dead

Regular Features

Bank and lnsuranue Stocks ..__2216
“Britain Can’t Get It”

/ —Paul 'Einzig
Broker-])enler Peuonnel Items. _.2211
Business Man’s. Bockshelf .___._ %
Canadian Securities, . L .. ____ 2220
Dealel-Broker Investment

dations

Mutual Funds,
NSTA Notes
QObservations—A: Wilfred May . --2205

Our Reporter ‘on Governmenis =-2221
22

Qur Reporter’'s: Report .. ...
Prospective Security . Offerings
Public. Utility - Securities '_.
Kailroad Securities
Real- Estate Securities ___
securities: Salesman’s. Corner. ____ 2222
Sccurities Now. 'in- Registration __225¢
Tomoirow’s Markets - (Walter

Whyte Bayy) i ¥ o ab fata ity 22564

¥ Published Twice Weekly
<. The COMMERCIAL and
FINANCIAL CHRONICLE
g. U. 8. Patent Office g
WILL!AM B DANA COMPANY, Publishers
- .25 Park Place, New York 8, N. ¥,

3 REctor 2-9570 to 9576
EIERBERT D. SEIBERT, Editer & Publisher
WILLIAM DANA SEIBERT, President
. WILLIAM D. RIGGS, Business Manager

Thursday, October 31, 1946
" Every Thursday (general news and ad-

. «gertising issue) aend every Monday (com-~

wlete statistical issue — market quotation
wrecords; corporation news, bank clenrings

! wmtate and city news, etc.)

< Other Offices: 135 B, La Salle St., Chi-
(Telephone: State 0613) 1

- Copyright 1946 by William B. Dana
Company
Reentered as second-class matter Febru-
ary 25, 1942, at the post office-at New

TITLE COMPANY"
CERTIFICATES

Bond & Mtge. Guar. Co,
Lawyers Mortgage Co.
" Lawyers Title & Guar. Co.
N. Y. Title & Mtge. Co.
Prudence Co.

Newburger, Loeb & Co.

Members New York Stock Ezchange
15 Broad St., N.Y, 5
Bell Teletype NY 1-2033

. WHitehall 4-6330

York, N, ¥, under the Act of March
3, 1879,
Subscription Rates
Subseriptions in United = States,  U. 8.
Possessions,  Territories. and Members  of
Pan-Amencan Union, $26.00. per year; in
Ddminion = of Canada, $29.00 per year.
Other Countries, $33. 00 per year.
Other Publications -
Bank and - Quotation Record—Mnnthly
$25.00 per year. (Foreign postage extra.)
Monthly Earnings Record - Monghly,
$25.00 per year. (Foreign postage extra.)
Note—On account of the fluctuations'in
the rate or exchange; remittances Ior for-
eign subscriptions and advertisements must
be made in New York funds.: ::

‘Macfadden Pubs.
Crowell-Collier
Latrobe Elec. Stl.
Mohawk Rubber.
Onelda, Ltd.

STRAUSS BROS

Members N. Y. Security Dealers Assn

32 Broadway - Board of Trade Bldg.
NEW YORK 4 CHICAGO 4 - -

DIgby 4-8640 Harrison 2076
Teletype NY 1-832, 834

Direct Wire Service
New York—Chicago—St.. Louis
Kansas City—1l.os Angeles

Teletype CG 129 - |'

'five 'years,

hvnty will dominate the coming bull market.
The recent decline in the stock market was the severest in nearly

{99 WALL STREET, NEW YORK

i

i

i

{

' MONROE HAD

CHTENSTEN

| p— AND COMPANY

A DOCTRINE

le=perhaps the first U. S.: reference

to the “South American Way.” We

‘also have a doctrine—to pay you the
'best prices for obsolete  securities.

bbsolete Securities Dept,

T lephone: WHitehall 4-6551

tions: to: those'

*llof # past’ ree=

‘drds(approxi- -
‘mately. ' 25%)-
there :were
critical > situa- -
‘tions where:
'50% - 60% "of -
‘'values" were
destroyed..
‘The ' bad: re-
sult;=besides -
the'l shrinkage’
‘of security

‘panicpsychol«

08 (CONCEIN~ " i oo o il ool
‘ing future bus- - Maurice S. Benjamin
iness pros- ¢

‘pects:* This fear is w1despread
among ' investors, and economists

Although the average break remained in close propor- ||

are nearly all lending support to
it, so'that' the 'public is made
thoroughly aware of the predicted
depression.

Does' this stock market break

| insure bad business? Did the sim-
-|ilar ‘stock market situation which
came after the first year follow-

ing World: War I foretell the big-
gest: industrial: boom in ‘the’ his-
tory . -of ‘this: country" Obyviously

‘| not. . The ‘expansion- of: the auto-

mobile “and’ electric: = power

| industries ‘lay’ immedlately

‘ahead] <as' well 'as the’ recon-
struction- necessitated by the  war,
Now again, the growth situations

| are numerous, among them being

electronics, radar, television, jet
(Contmued on: page 2247)
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1

ds: covered with . 'studied replies
from many of the leading houses
at:least in the mdustry

i - The "general ‘Teaction: to Mr.
Caffrey’s. proposal/is,’ in' the very
words. of many underwriters; that
j“it 'is.'a; step .in' the right. direc-
\tion,” but, as one of them said, “it
.is a ‘short step,” ‘and, as another
put.it, “but it doesn’t ‘go  far
enough,” 'The underwriters have
ideas of their own as to how the
ired-herring prospectus. should be
handled. = Some conception . of
what is in the underwriters’” minds
can’ be had from. the following
‘opinions advanced to the “Chron-
icle.”. To aid in the general dis-
cussion of the question, we: shall
be glad to print such ‘other com-
ment as underwriters may wish
to forward to us. All'.communica~

Underwriters Encouraged by
Caifrey s Red-Herring Plan

Tell : “Chronicle” Commission’s Proposals Don’t Go Far Enough

Underwriters are known to be respondmg to the appeal of James
J Caffrey, new Chairman of the Securities and Exchange. Commis-
ision, for a statement of opinion on the suggestions he has' incorpo-
. rated under the heading-of Proposed Rule 131 regarding the possible
methods which may be used to secure the widest possible dlstmbutxon
;of the red-herring prospectus in new security offerings, It is likely
; ithat by now Mr, ‘Caffrey’s desk

Specialists in

REAL ESTATE
SECURITIES

GOLDWATER, FRANK & OGDEN
39 Broadway, New York, N. Y.
HAnover 2-8970  Teletype NY 1-1203

Member  of
New York Security Dealers Assn.
National Assn, of Security Dealers, Inc;

«

General Machinery
.Longine-Wittnauer
Bought—Sold—Quoted

i Nl

J. F: Reilly & Co., ine.

New York

Chicago

Editor, = The - Commercial = ‘and
Financial . Chronicle,

Place, New York 8, N, Y,

Comment No. 7

- As it stands at present, Mr!
Caffrey’s proposal is not  very
practical:
generally takes 16 days or more
for the SEC to get out its first let-
ter of comment practically nulli=
ties: any ' advantage which ihe
new-type: red-herring. prospectus
which. ‘Mr, Caffrey suggests the
industry - use 'might ' conceivably
provide.
gla_vs to get out its deficiency let-
er
bution of a red-herring prospectus
of any - type within: the. 20-day

(Continued on page 2216)

Members New York. Stock Exchange

25. Broad Street, New York 4
Tel.: HAnover 2-4300

Albany. . ="~ Boston .. =

We are interested in foefing;a of
High Grade Public Utlllty and Industrial
" PREFERRED STOCKS

Spencer Trask & Co.

Teletype—NY 1-5
Glens Falls . ~

_ Members. New York Curb Exchange

135 S. La Salle St., Chicago '3
Tel.: Andovér 4690

Gchenectady = ‘Worcester

The mere fact that it ||

It has taken the SEC 21|

In such an instance; distri- |

tions should be addressed to the |

25 . -Park

TRADING MARKETS

Thiokol Corp.
National Shirt Shops

Laclede-Christy Clay
" Products

: ”[Blmm & [0 ING,

Members New York Securily Dealers Assn.

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

Haytian Corporation
Punta Alegre Sugar
Eastern Sugar Assoc.
Lea Fabrics
U. S. Sugar
Commodore Hotel
*Fidelity Electric Co.

Class A Common Stock:
Susquehanna Mills

*Prospectus on.request

DUNNE &CO.

Members New York Security Dealers Assn.
25 Broad St., New York 4, N. Y.
WHitehall 3-0272~=Teletype NY 1-858
Private Wire to Boston

Telephone:::
‘BOwling Green 9-7400

J.P. ASte'vefls &Co, Inc

. Bought—Soli—Quoted

Hor[R,SEt«?m,srm

ESTABLISHED 1914 -

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

Teletypes: 4
NY 1-375 & NY 1-2751

Macfadden
Publications, Inc.
All Issues

*Public National Bank
& Trust Co.

* Analysis upon Request,

C. E. Unterberg & Co.

Members  N.' Y. Security Dealers Ass'n

61 Broadway, New York 6, N. Y,
Telephone BOwling Green 9-3565
Teletype NY 1-1666

itized for FRASER
i ://fraser.stlouisfed.org/
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2 "’_Mur'gin Trading Prohibition

EsTe2s

" ACTUAL MARKETS
S IN-250
ACTIVE ISSUES -

Aif"Cargo
Art Metal Const.
Amer. Window Glass®

Com. & Pfd.
" 'Automatic Instrument
Barcalo Mfg. Co.*

.. Cinecolor. . .
Chicagool‘?.wld. & Pac.
Diebold Inc.
District Theatrest
" Douglas Shoe®
Expreso Aereo
Gt. Amer. Industries
Hartford-Empire Co.*
Higgins Inc.
Jack & Heintz
Lanova*
Majestic Radio & Tel.

Mastic. Asphalt
Michigan Chemical

Missouri Pac.
0Old Pfd.

- 'Mohawk Rubber*®

Moxie

- NY. New Hav. & Hart.

Purolator Prod.”
Richardson Co.
Taylor-Wharton®
Tenn. Products

‘Upson Corp.*
U S Air Condltmnmg

Umted Drill & Tool “B”
Vacuum Concrete

Alabama Mllls
Aspinook Corp.”

~Textron Wrnts,/& Pfd.

. American Gas & Pow.
Cent. States Elec., Com.
Derby Gas & Elec.
New England P. S. Com.
Puget 'nd P, & L. Com.
Southeastern Corp.

Spec, Part.

_Soufhwest ‘Natural Gas

Standard Gas Elec.

i ~tProspectus Upon Request
®Balletin or Circular upon request

WARD & Co.

EST. 1926

Members N.Y. Security Dealers Assn.

120 BROADWAY, N.Y. 5 .
REctor 2-8700

N.Y, 1-1286-1287-1288
Direct Wires To
Chicago, Phila. & Los Angeles
ENTERPRISE PHONES
- Hartf’d 6111

Euff. 6024  Bos. 2100

igitized for FRASER
Rl iaserstouistedorgl

orderlmess and dlscnmmatmg against listed securities.

Wyniond“ Cabell -~

changed hands than at any other time in the history of the organized |

And Disorderly Maﬂkeis 2 v

By WYMOND CABELL*

President Association of Stock Exchange Firms
Partner, Branch, Cabell & Co., Richmond, Va.

Mr. Cabell scores prohibition of margin trading as causing market dis-

‘Contends

resiriction - paralyzes right arm of “all industry.
" ‘Points to need .of much new corporate financing,

which will be

ability to absorb new issues by cash purchases.

hampered because of investors’ in-

Says freezing of debit balances in margin accounts
destroys flexibility of investment, and concludes
government interference in flow of capital creates
not only panicky stock markets but also industyial

depression.

In Chlcago address, Mr. Cabell calls

securitizs industry

“the w]'nppmg boy” .of polltl-

cians, and urges all elements in it unite to aid in-

vestors and to

In September. the stock market collapsed,| :
Larger declines occurred in the value of secur-|:

restore our economy to health.

ities in relation 'to the number of shares which

48 :
- *An address by Mr. Cabell before the San Francisco Stock Ex-

change, San Francisco, Cal., Oct. 28, 1946, and part of another address

before 'Chicago Assocxatmn, of Stock Exchange F1rms, Chicago, Ill.,

Oct. 24, 1946.

(Continued 2n page 2238)

Slump Ahead!

By STACY MAY*'

Director of Economic Intelligence, RCA International Division
Former Director, Planning and Statistics Div., War Production Board
Mr. May holds we are facing a recession, but of smaller magnitude
than 1920-21. Despite some current favorable elements, he re-
gards following destructive’ notes as controlling: (1) Decline in
commodity markets; (2) Slackening of consumer appetite for soft

goods and luxury items, which: has

/provided main support of

boom; (3) Fading of housing demand; (4) Work stoppages
through strikes; (5) Limitation of markets through cost rigidities;
and (6) Delay in dismantling government controls. ~ Fears we lack
collective wisdom to solve our immediate problems.

- At-a time when the available indices, of the sort that generally
are relied on for business forecasts, so conspicupusly point in diverse

Stacy; Mey

directions, one
must (be bold
to . the point
of - reckless-
_ness to even
attempt a
‘réading of
~them, +I{ is
small -wonder
then, that
most commen-
tators on’ the
subject,  and
their number
is 1legion, re-
sort to a form
of double-
talk or “gob-
ble-de-gook,”

American Hardware
Art Metals Construction

Buda Co.

Cen. Pub. Utility 5155, 52
Bought - Sold - Quoted

that adds up to'd warning that we
must be prepared for inflation cn

other.

Such a procedure is relatively
safe for the prophet—he always
can . point;- retroactively, ‘to. that
part of his warning which has
been proved to -be ‘appropriate.
But it is not very helpful to his
readers. In fact, the attempt to
ride dual positions can be posi-
tively dangerous- when, as was

~ (Continued on page 2222)

#*An address by Mr, May before
Cotton Textile Institute, New
York City, Oct. 23, 1946.

*Crowell-Collier Pub.
,  Plaudler Company
Republic Natural Gas Co.
*United Printers & Pub.

*Prospectus available - on Request

GoopBopy & Co.

,,Memben N. Y Stock Exchange and Other Principal Exchanges
115 Broadway, New York
Telephone -BArclay 7-0100 -

105 West Adams St., Chicago
Teletype NY 1-672

the one hand and deflation on the |

BUSINESS BUZZ i

#Jenson—Pu-lease!”

Post-war Role of

Busmess

Inventones

By D, STEVENS: WILSON* -
Office of Business Economics, Dept. of Commerce

Commerce Department analyst notes that although business inven-
tories have increased since end of war and are at ‘a new peak
level, they are not yet excessive, in view of high rate of sales.
Pomts out, however, composition of inventories is unbalanced,
since dxstnbutors stocks are low.and manufacturers’ supplies are

i-deficient in many important respects. -Says buying for. inventory
accumulation cannot go -on -indefinitely, and stability ‘depends ‘on
whether sales  will increase and consumers’ demands . expand to
offset deflationary effects of reduced inventory buying.

Three of the more important immediate problems which many
business firms faced w1th the endmg of the war were: (1) Settlement

for and dispo-
sal of- “war” . 7
goods upon
contract . ter-
minations; (2)
filling the
-pipelines - for
the - produc-
tion. of civil-
ian finished
goods, and (3)
accumulating
at least a min-
imum stock of
new. goods
which- were
unavailable
during t he
war,

The mventory trend since the

end of the war in manufacturing,
retailing and wholesaling have re-

Dr. D. S. Wilson

*The FR Corporation' |
*District Theatres -

*Princess Vogue Shops *Metal Forming Corp.
*Loew Drug Co., Inc.

. *Prospectus Available

FIRST COLONY CORPORATION

Members New York Security Dealers Assoclation
52 Wall Street
Tel. HAnover 2-8080

. #*Hungerford Plastics
#Stratford Pen

LeRoi Company

New York S, N. Y.
Teletype NY 1-2425

*Hoving Corp.
"Capxtal Records :
Aeronca Aireraft

- U. S, Flglshing Com. & Pfd.

*Prospectus on request

J.K.Rice;J r.&Co.

Established 1908
Members N. Y. Security Dealers Assn.

REctor 2-4500~~120 Broadway

Bell System Teletype N, ¥, 1-714

.| ACTIVE MARKETS =———

Ilectec_l essentially the filling ' of
the production pipelines and the
stocking up of newly produced
goods. - Manufacturers in particu-
lar had to fill- large deficits in
many, types of civilian, ipventories
and the demand for goods stem=-
ming from this source was a sig-
nificant factor in the level of and

- { character of industrial output dur-
-ing -the past year.

The inventory accumulatlon has
been large throughout the transi-
tion, and the recent acceleration

(Continued on page 2242)
#“Reprinted from  the October
issue of “Current Business,” pub-
lished by the United States De-

partment of Commerce, Washing-
ton, D, C

Soya Corp.
.| P.-Stevens
Glenmore Dlstlllerles

e

SIEGEL & CO.

89 Broadway, N. ¥. 6 DIghy 4-2879
Teletype NY 1-1942
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International. Trade Conference
Making Rapid Progress

“Clair: Wilcox, head 'of American: delegahon, reports -Conference’s

‘snrpnsmg success to the “Chronicle,”

Two main issues confront-

‘ing conferees are; (a) demands of industrially young countries to
protect infant industries; and (b) definition of transition period for
-retention of import controls. British insist American prosperity

.and imports are crucial,

Compromise needed between proposal by

Australians for international industrialization commission, and
American preference for subsidies in lieu of tariffs and quotas.
Our lend-lease policy on silver viewed as hastemng its” demoneti-

zation,

By. Special Cable to-the “Chromcle”
. LONDON, ENGLAND, Oct. 30—Commenting to the “Chromcle"

regarding preparatory trade discussions here, Clair Wilcox, head of|
: “the American®

delegation 'to
the Interna-

4 -tional . - Trade
and Employ-
.ment . Confer-
ence . and’ di-

. rector of the
State " Depart-
ment’s  Office
of | Interna-
tional Trade

- Policy, said:

- “The . Confer-
ence ' ‘has
made more
rapid progress
than' we had
any - right' to
expect before it convened.
There are some  difficult prob-
lems still: awaiting solution,
but the atmosphere in this
third week of the meeting is one
of cordial cooperation, and the

i Clair: Wilcox

project of writing the constitution

of an-International Trade Organ-:

ization is already well advanced.”
Two main. issues . confront the
conference: The demands. of in-
dustrially | young ' countries, for
freedom- to protect infant indus-
tries and secondly, agreement on
the definition of a transition pe-
riod during which member coun-
tries may retain quantitative im-
port controls, The former is much
on the mind of India, Australia,
New  Zealand, ' China; . Lebanon,
Latin Amencas, France and
Czechoslovakia, Underlying these
questions is the general awareness
of instability of any organization
built - upon' the - permanent eco-
nomic stability in America and
the wish. for an American com-
mitment to buy heavily abroad or
invest abroad in slack times.

(Continued on page 2250)

“Britain Can’t Get It/

By PAUL EINZIG

London observer, calling attention to exhibition in London of goods
of British manufacture, called “Britain Can Make It,” points out
most products are still unaveulable to domestic consumers, and ex-
hibition is ill-timed. Says, despite American loan, policy is to
divert goods to export markets and, in view of inability to satisfy
.export demands for years, home markets will suffer, = Sees revnval
of pressure to divert more goods to home market;

LONDON, ENG.—The “Britain Can-Make It” Exhibition enjoys

deserved populanty among the British public and when the 500,000th

visitor crossed
the turnstiles
~there: was
lively cele-
bration of the
event. ‘Even
S0, many
people are in-
clined to be-
lieve that it
was.  a - gross
psychological
miscalculation
‘on the part of
the' govern-
ment to have
arranged . this
exhibition ‘" at
this stage. For
the reactions on British  opinion
are anything but favorable from
the government’s point of view.
Admittedly, the ~hundreds of
thousands of visitors thoroughly
‘enjoy the sight: of goods which
‘have long ceased to be visible in
‘the - shop: .windows. : Amidst the
~shabbiness and "all-round deter-
‘ioration that characterizes post-
‘war London, the skillfully organ-
‘ized ' exhibition at the. Victoria

~+-* 'Paul Einzig' -

Philippine
Mining Issues

Statistical data
upon request

'MAHER & HULSEBUSCH

Brokers & Deulers
- ‘" I'm Investmént Securities -
62 William St. New York 5, N.Y.
Telephone Teletype
WHitehall 4-2422 'NY 1-2613
Branch Omce
l13 Hudson St., Jersey City, N. J.

and Albert Museum is indeed an

oasis. It'is gratifying to see once:
more goods ‘that are not shoddy:

wartime quality, and it must give
satisfaction to see that in spite of
the .war some . considerable im-
provements have been achieved
by civilian® industries,

The trouble is that most of the
goods. which - are exhibited are
utterly unobtainable by the Brit-
ish. consumer. In the circum-
stances it is' most tantalizing to
see them exhibited, and to: be
told that ordinary mortals in this

country .are not likely to.be,able |

to buy them for at least a year or
two, - if ‘not more. . Accordingly,
the show has been  nicknamed
“Britain Can’t Get It” Exhibition.

* After years of wartime austerity
it was hoped that various articles

(Continued .on page 2221) -

Bought—Sold—dueted :
R.
C.
W.

(RICHMOND CEDAR WORKS) |||

_*._.

Il Broadway, N. Y. 4
Tel. Digby 4-1388 Tel. Clpilol 8950
Tele. NY 1.86 Tele. BS 169

Established 1926

27 State St., Boston 9

H. D. Knox & Co., Inc.

Observatwns g
By A. WILFRED MAY

UN Is Big ‘Business — The Public’s Reaction

Perhaps the pubhc s “complacency” over the General Assembly’s
session, concernmg which high UN officials are recurrently com-
plamlng, is primarily founded on the American public’s indifference
to institutions as compared with personalities. But the intensifica-
tion of public apathy, ranging even to hostility, is avoidable. To this
writer it reflects a bad “public relations job” by the Organizatron
in- repeatedly - highlighting - the bigness ‘of - its
proceedings, expenses and physical requirements;
and in its general fanfare. This is particularly so
when its pageantry is coupled with the past and
present publicity about its dramatic dlsagree-
ments and ‘failures, -’

Public criticism has stemmed from the demands
for ‘a site, initially set at forty square miles—
greatly exceeding the spacious Geneva territory

‘occupied by the League of Nations—and now

centering about New York: City’s offer of Flush-
ing Meadows ‘entailing abuilding cost of - $65
millions. Probably more than the officials real-
ize, the public has been looking askance at:the
seemingly duplicate expenses’ arising from -the’
temporary status of the:space arrangements fol-
lowed thus far: For example, Secretary-General '
Lie 'has just disclosed plans for constructing an
office building to implement the temporary head-
quarters at Lake Success—at a cost not less than $5,000,000. This new
construction will be additional to 100,000 square feet of other office
space now being converted at Lake Success, and to two offices plus
64,000 square feet in the Empire State Bulldmg in New York Crty, all
bemg used by the Secretariat.

In addition to:the construction requirements for the Secretariat,
much - publicity has been given to the accommodations and service
being provided for: the 2500 individuals: composing the delegations,
their staffs and secretariats, the foreign press, radio, and film cor-
respondents. As a harassed public sees it, they are lifting 1600 hotel
rooms out of an already sorely-crowded c1ty #

The transportation facilities likewise are on a grand scale, In the
first place, ‘constant shuttle services have to be provided between
Flushing Meadows and -Lake Success ‘which houses the Secretariat.
Additionally there is a large car pool io handle local transportation,
100 U, S. Navy and 150 U. S. Army cars and drivers from all over
the 'United States are being used, the experse  being borne by UN.

(Contmued on page 2252)

A. Wilfred May

' TRADING MARKETS IN

HoLD"
Preferreds & Commons

Chi., Milw., St. Paul & Pac. oid 60lony Ra:lroad
Chi., Rock Island & Pacific Rutland Railroad

Denver & Rio Grande West. St. Louis-San Francisco
Duluth, So. Shore & Atlantic ' St. Louis Southwestern.
Missouri Pacific ; Seaboard Air Line
N. Y., New Haven & Hartford = Western Pacific

N..Y., Ontarlo & Western Wlsconsln Central i

G. A. Saxton & Co., Inc.

70 Pine Street, New York 5, N. Y.
WhHitehall 4-4970 Teletype NY 1-609 |-

Kebbon, McCormick Add

(Special  to Tx: mecm. CHRONICLE) 4

CHICAGO, "ILL. — Harvey
Hawkins Omdorff has been added
to the 'staff of Kebbon, McCor-
mick & Co., 231 South La Salle
Street

Wlth Riter in Chlcago

(Special to THE FINANCIAL CHRONICLE) !

CHICAGO, ILL. — William M.
Brennan and Sherwin C. Thiele
are with Riter & Co., 134 South
La Salle Street,

i
¥

AMERICAN MADE
MARKETS IN

CANADIAN
SECURITIES g

DOMINION OF CANADA
ks 3% 1955 sl
3% 1960
39 1966 '

Abitibi Pr. & Paper 5s, 1965 -
Aldred Investment . Trust
4Y,8, 1967
Brown Company5s, 1959
Canadian Pac. Ry. 43; 1949

International Hydro-Electric
65, 1944

International Power Securities
61,5, 1955

International Power Securities
7s, 1952 & 1957

Shawinigan Water & Pawer
3s, 1961 & 1971, 3Y%s, 1970

Steep Rock Iron Mines '
‘Blhs, 1957

HART SMITH & CO.

52 WlLL!AM ST, N. ¥. 5 HAnover 2-0980
Bell Teletype NY 1-395
New York - Montreal , Toronto

Galveston Houston

Jefferson Lake Sulphur
Com. & Ptd.

Jonas & Nauminrrg
Lane Cotton Mills. Corp.

Standard Fruit & S/S
) Com. & Pfd. ¥

T. ). FEIBLEMAN & CO.

Members New Orieans Stock Exchange
New Yark 4, N.'Y. New Orleans 12, La.

41 Broad. St Carondelet Bldg.
Bo. 9-4432

Bell Tel.—NY-1-453

Railroad Employees Corp.

PAUR SR8 TS 1t B 1S

Analyszs Upon Request

L. JOHNSON & CO.

40 Exchange Place State Tower Bldg.
.New York 5, N. Y. Syracuse 2, N.'Y.

Dravo Corp.
Amerlcan Maize Prod Co.

-Common 7’
' Bought — Sold -~ Quotsd -

'Prospectus on request

FREDERIG H. HATCH & CO., INC.

Established 1888
MEMBERS N. Y. SECURITY DEALERS ASSOCIATION

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

“ A’l

R

*Anr Produch, lnc. om. &

BaieE s

*Raytheon Manufacturmg Co..
32 40 Conv. Preferred -

*Universal Winding Co.v Com.

*Prospectus on request

Rey nolds & Co.

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

Curb and Unlzsted

Securmes

MICHAEL HEANEY, Mgr. ;
WALTER KANE, Asst. Mgr, ~:

Joseph McManus &-06‘,

Members New York Curb Exchange
Chicago Stock Exchange

39 Broadway New York 6-
Digby 4-3122 Teletype NY 1-1810

'
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BALTIMORE

Bayway Termmal ,M
- 'Davis COaI & Coke
A Natlonal Sash Welght

Preferred - -

Noxzema Chemical

‘STEIN BROS & BOYCE

Exchanges and other leading exchanges
8 S. CALVERT ST., BALTIMORE 2
Bell Teletype BA 393

Members New York & Baltimore Stock -

.- New York Telephone REctor 2- 8327

BOSTON

~ The Parker
Appliance Company

A leading manufacturer of tube coup-
lings, - fittings and .valves for  the
transmission’ of - hydraulics, has suc-
cessfully reconverted ‘to normal peace
time operation, . Outlook for industrie¢
served indicates substantial prospec-
txve earnmg power, g

At current quotations, common stock
is avajlable at approximately -one-
third less than original offering price
in 1940, despite tremendous improve-
ment -in basic position,. at -approxi-
mately .50% of .indicated book.value
and at . less than net working capital
per share, °

¥ otreniar avatlable upon request

PRICED ABOUT 8

{du Pont, Homsey Co.
: 31 MILK STREET'
BOSTON 9, MASS.
HANcock 8200 *Teletype BS 424
N. Y. Telephone CAnal 6-8100

New: England Markets

"' Retail New England Coverage
. o’ %
Secondary Distributions
L L
Bank and Insurance Stocks
Industrials—Utilities

Inactive Securities

F.L. PUTNAM & CO., INC.

Members Boston Stock Exchange
77 Franklin Street, Boston 10, Mass,
Tel, LIberty 2340

Portland  Providence = Springfield

DES MOINES
'WHEELOCK & CUMMINS

INCORPORATED

We invite offerings
- of

lowa Municipal

Bonds

EQUITABLE BUILDING
DES MOINES 9, IOWA

Phone 4-7159 Bell Tele. DM 184

DETROIT

British Proposals for
Inlernahonal Full Employment.

(By Special Cable to ‘the “Chronicle”)

- Text of document . submitted by British delegahon to Preparatory - j
Commission.of International Trade Organization in-London. Holds
-full employment ls mternatlonal ‘problem . and ‘recommends sep- |
arate convention - covermg employment pollcy in coordmahoq wnth»» ;

 United Nations agencies. R

LONDON ENG.; Oct. 30.—The followmg is the text of a memo-
randum of the Brltlsh delegation to the Preparatory’ Commission of
the' forthcomlng Internatmnal Tlade Orgamzatlon now meeting” in

London:
Memorandum of Umted Klngdom
Delegation

The maintenance of full em-
ployment is a vital element in the
policy of His Majesty’s- Govern-
ment' in" The :United Kingdom.
The objective of maintaining full
employment in' any one -country
may well be frustrated unless all
other major industrial -and  trad-
ing nations are likewise maintain-
ing full employment.- His Majes-
ty’s  Government : therefore fully
support the proposition - that' this
subject is..one on which inter-
national action is necessary.

It 'is, moreover, the view of His
Majesty's Government that unless

LOUISVILLE

" American Air Filter
American Turf Ass'n
Consider H. Willett

~ Girdler Corporation

Murphy Chair- Company

Winn & Lovett Grocery.

. —

T BANKERS BOND oo

Incorporated
1st Floor, Kentucky Home Life Bldx
- LOUISVILLE 2, KENTUCKY
Long Distance 238-9 = Bell Tele. LS 186

.| countries are unable -to. maintain
-full. employment cover a:range: of

-ering

adequate . steps are taken to th1§
end the results hoped: for from thé
reduction of trade barriers will
not. be. . fulfilled ‘equally.  They
hold ‘that: without the reduction
of trade barriers full employment
will not make ‘its maximum con-
tribution to raising standards ot
living; ..

The - United- ngdom Delega-
tion. -wish, -therefore, to suggest
that mternatlonal action to pr0~
mote full ‘employment -and. the
measures to -be -taken "if";some

subjects far more comprehenswe
than that contemplated "for ‘the
International Trade Organization.
. Accordingly ‘we propose that
there should be a' convention ‘cov-
international ‘employment
policy which might either take the
form of a  separate :convention
(signed at the -same time and by

the same countries as the articles |

of ‘the . Trade :Organization) - on
form part of.a general-convention
which *would "also -establish - the
International Trade Organization,
and contain the specific Articles
of Agreement of that organization,

We  submit as Annex ‘A draft

(Continued on page 2253)
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Prqspenly—We

Can Have It ll

We Want It

By MURRAY SHIELDS*
Economist and Vice-,Presuient Bank -of the Manhattan Company

*Mr. Shields “expects post—reconversxon "period to embrace: . (1)
‘ Production materially higher than in last decade; (2) Intensified

“ domestic_ and forelgn competition;

3) lnstablllty in the economy’;

“and (4). A price level higher than prewar. * Consequently advises
“business to: (a) Re-examine ‘production: programs; ' (b) Follow
- conservative m\?entory ‘policies;  (¢) Fix financial programs on'a
-long-term basis in anticipation of higher interest rates; and (d)
“Drastically réduce production costs. - < s

The choice of “Operation-Prosperity” as the central theme for'
the 1946 meetmg of the Associated Industries of Massachusetts is an

,msplratlon for, _
it is now clear .,

this - nation
possesses the
resources, la-
I|bor, capital
and. technical
“know - how"
foragreat
period of
prosperity, we' '

that' prosper-
ity uniess we '
domore con-
scientious,
careful ‘an d
practical
plannmg toward that end than we
have in the past year.

Murray . Shields

We ‘can have prospern;y if we
want it, but we have to want it

enough to make some long .over- -

due chahges in our economic pol-
icies. Without these changes “Op-~

*erat10n~Prosper1ty” is likely to

fa11 in ‘which event we may have
o face one of the greatest crises

.m our history. The choice thus

may well be between prosperity
and crisis.. The greatest industrial .

' power of the world is threatened
-1iot ‘simply by another depression

but. by deep-seated -economic and
g (Contmued on page 2235)

"'#An address by Mr. Shields be=’
fore the ‘Annual Meeting of the
Associated . Industries of Mass.; in
Boston, Oct. 24, 1946,

Banks and Government Bonds

By RUSSELL. T. WILLIAMS*
Asst Vice-President and Manager, St. Louis Office, C. F. Childs & Co.

Forecasting continuation of present pattern of interest. rates, Mr. .
Williams cautions banks that, despite larger commercial lending,

they must continue to hold large

volume of government securities

and must keep an eye on liquidity of portfolios rather than higher -
.income return. - Sees no reason, however,»why banks should not
have part of assets in long-term issues, but warns that maturities
of issues should be properly spaced and that speculation in various
issues be avoided, Holds commercial and real estate loans will
continue- to-increase, (but Treasury. will keep interest range on
government  secirities be(ween %;% and 21/2% and prices wnll

be stable.
I am glad to be here today to

B3

i 3

talk to you on U S Government

securities. We are going through a period unprecedented in the his=

tory .of our National Debt,
ing the past 15 years of relatively
low volume of new corporate fi-
nancing and of large Federal def-
icits, Treasury operations have
become a dominant factor in the
money market. While the Federal
deficit has now been. drastically
reduced and we hope soon to be
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Dur-€-

operating with a balanced budget,
the Treasury  is still confronted
with the task of refunding billions
of dollars of maturing obligations.
Both the Treasury and the Federal
Reserve authorities have indicated

lhey see no necessity to change
the present rate pattern estab-

lished during the war financing.
You will recall Secretary Snyder’s ' .
statements  at =~ the ' American
Bankers = Association. Convention
in Chicago and it is interesting to

.note that on Oct 4, speaking be-

fore : the ' New:. York Financial
Writers, he restated certain poli-
cies which he feels it is very. im=
portant for our people to under-
stand. One of these was that it is
important to achieve a substantial
surplus of taxes over  expendi=
tures to apply to debt reduction,
He also_said that in the manage=-
ment of our national debt, we ex=
pect to continue issuing securities
to meet investors’ needs, while
keeping .an-eye on the potentiali=
ties for ' controlling - inflationary.
forces. He repeated his statement
that "a continuance of interest
rates’ and government ' securities
at about present levels is, at this
time, essential for the malnten-
ance of stability in the govern=

‘ment bond market upon which, to

a considerable degree, - business
confidence depends. s

By issuing securities to meet in«
vestors needs, it is expected. the
Treasury would bring out new
issues, if there is a speculative -

(Continued on page 2251)

*An address by Mr. Williamg
before Group 9 of Illinois Bankers
Association,- Waterloo, Ill., Oct. 24,
1946.
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Legal Aspects

of Bretton
Woods Agreements

{ 2 By CHARLES P, TAFT*-: sl
| . Chairman, Sub-Committee on  Bretton Woods Agreements:
American Bar Association

Prominent attorney, after recounting need for international cooper-
ation in restoration of trade and business, points out how the Bret-
ton Woods Agreements concern legal profession. - Qutlines legal
status of both International Monetary Fund and-World Bank, and
‘maintains  that, although Fund cannot be sued ‘without own con-
sent, the International Bank does not have this immunity.  Sees

‘need for revision of state laws regarding investments if Bank’s ob-

ligations are to be marketable throughout nation, and lauds cooper-

- _ation of all interests, government and professional, in advancing

objectives of the new international financial institutions, .
The Bretton Woods Agreements for the creation of the Interna-

Ational Bank for Reconstruction and Development, and of the Inter-

national :
Monetary
Fund, are es-
sential
ments  in :the
organization :
of the
for .peace.:
They will un-:
doubtedly
have  impor-.
tant implica-

- tions for law= !
yers, espe-
cially those
concerned
with  banks,
insurance
companies, in-
vestment by trustees,
trade. :

channels of - trade involves ‘both
.| reconstruction and the eéxchange
of goods. These two general fune-
tions, -which will rapidly- be in-
distinguishable, are dependent not
only on production in the United
States and in any foreign country
involved, ‘but . they 'also. are- pro-
foundly affected by international
exchange and available credit. In-
ternational - exchange may - well
depend in the immediate postwar
years upon stabilization loans, as
well as loans for reconstruction
specifically, ' Such loans may ‘be
available in: part from private
capital, but the major source for
countries: where the' reconstruc-
tion - and ‘stabilization  ‘is  most
needed will be the International

ele-"

world

Charles P. Taft

and f'of'ei_gn

=..The restoration of the norrnai

:, *A paper read by Mr, Taft be-
fore the meeting of the Corpora=
tion Banking and Mercantile Law
Section, American’ Bar 'Associa-

Bank. Thereaftér, the continued
stability of = exchange relations
will depend in large part upon
the operation ' of ‘the Monetary
Fund., e

These two organizations need

tion, Atlantic City; N. J.

- (Continued on page 2251)

British Official Calls on

~ U.S. to Increase Imports

Hugh Gaitskell, Parliamentary Secretary of the Ministry of Fuel
and Power, points out traditional one-sidedness of Anglo-American -
trade. - Declares U. S., Britain and the other great trading countries
must pay for import balances from one country out of exports to
others.  Terms full employment and national income prerequisites
to multi-lateral trade.

LONDON, ENGLAND-—Speaking at a lunch given 'here Oct. 23

by the U. S. Chamber of Commerce, Mr, Hugh Gaitskell, Parliamen-

tary Secretary of the Ministry. of
Fuel .and Power, made a strong
plea to. the United States to co-
operate in promoting muilti-later-
al trade.

+ “Anglo-American trade has for
long been very one sided” began
Mr.Gaitskell.“In 1938 we imported
from the- U, S. nearly six times
as much as she imported from us.
Today the discrepancy is even
greater. NG S R LK
< “In the past we met this deficit
partly through dividends from in-
vestments in U.S.A.” he continued,
fput - now, owing - to'sales of :in-
vestments ‘early :in ‘the war, our
income  from. this source :is less
than what we pay in dividends to
American. ‘investors - in. British
business. 'We also met it from in=
visible eéxports - which  ‘we  hope
to -seée. revive. And :finally-most
important—we converted.the sur-
plus, in; our -baldnce:of . payments

5

3. WRINBERG & Co.
WO render o I?:rok‘ém'ge i@:tvigg "_
_in ull Unlisted Securities for

Banks and Dealers . -

60 Wall St_reet,‘Ne’w"York 5
. Telephone: WHitehall 3-7830 |

with certain other countries into
dollars, 5 :
“Even so before the war when
trade restrictions were numerous
and - currency . transfers  difficult.
we were short of dollars from all
these sources, and the. gap was
closed only by increasing Amer=
ican  investments over  here.
.. “Today we have, of course, the
great American loan, but we can-
not live on this forever,” said Mr.
Gaitskell. “It is to help us out-of
our difficulties caused by the war,
and. we have got to get into a
position when we 1ot only . have
no- need to borrow, but can'also
pay: back, . ele 3
. “It is no use pretending that the
7 (Continued on page 2255) -~

Union Suggests Means

To Resolve Impasse in
NYSE Negoliations

The New York Stock Exchange
has' under consideration -a pro-
posal made by the United Finan-
cial Employees which might »os-

| sibly -serve as a way out of the

impasse that has been threaten-

.ing to develop.in the negotiations
between the two parties for a 1:ew
-contract to replace the one which

expired on October 15 but was

‘automatically - extended to  No-

vember 15.

The union is willing now to
permit a cancellation of contract
on a. thirty-day notice by either
party,

The Exchange has made it-quite
clear that it would consider a con-~
tract with the union as meaning-
less which could, in effect, put the
Exchange in the embarrassing po-
sition 'of being forced to put pres-
sure on any member of the Ex-
change "to 'do business with: the
union: any time such a member
might get into an argument with
the union;. The union, on its part,

‘has made it equally clear that it

would not sign a contract which
would compel  its ' members to
cross its' own ' picket line any-
where in the “Street”’ including
one which might be: thrown in
front of the Exchange by the
striking employees of some mem-
ber firm.' ;

The controversy arose out of the
union’s insistence on - considering
the brokerage industry as a more-
or-less indivisible whole.

That some progress was made
this last week in the negotiations
between the union and the Ex-
change is evident from the fact

ed beyond :the no-strike clause
which ' the: Exchange wanted in-
corporated in the contract to the
subject of wage increases.

Another development of par-
ticular interest to Wall Street dur-
ing the last week . was the an-
nouncement by. thevyState  Labor
Board that, at,thg-request of the
United Financial’ Employees, it
will peermit argument on the evi-
dence in the union’s case against
Harris,; Upham & Co. at 2:30 p.m.
Friday, November 8. Notices to
this effect will be placed in the
mail by the State Labor Board to~
day. The union is seeking to have
the results of the election among
the employees of Harris, Upham
& Co., which it lost, set aside on
the. grounds of unfair labor prac-
tice,

However; : the ‘Financial Em-
vloyees Guild, United Office and

CIO, reported that a meeting cf
messengers  and guards’ of Wall
Street banks called for last Fri-
day at 5 p.m. at the Pulitzer
Building was largely attended. At
the request ‘of the Financial Em-
ployees Guild, the State Labor
Board  will - conduct an ' election
among - the ' maintenance < em=

:| ployeés of Brown Brothers Harri-

man & Co. today from 3:30 to 4:30

|pm. on the premises of the firm.

da ¢
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|Better Business Halted

Purchasing Agents’ survey reports general feeling is pessimistic, -

despite backlog of unfilled orders and further increases in produc- -

tion volume. Holds industrial buyers are using more caution in

'operating: supplies,

that the discussions have proceed- |

Professional Workers of America, |

tional Association of Purchasing

kee.ping inventories in balance with demand, supply and deliveries,
or in making forward commitments. -

‘A 'composite opinion of purchasing agents who comprise the Na«
Agents indicates, according to a

leased by the
Association’s
Business Sur-
vey Commit-
tee, headed by
George E,
Price, Jr.
Purchasing
Agent of the
Goodyear Tire
and Rubber
Co. of Akron,
- that.“the trend
to better busi-
ness has ap-
parently been
haltedand
o the general
feeling  is pessimistic. 'Neverthe=
less, the backlog of unfilled orders
still appears to be on the increase,
Employment is at a high level,
and further increases in produc-
tion . volume ‘are:limited' only by
the shortage of basic materials and
Retail sales
are generally continuing at a high
rate for the . preholiday . season.
Car shortages are beginning: to
become very serious. Coal and ore
mines are having to curtail opera-
tions because of this shortage, and
more: industries' will be affected
shortly unless the situation: im-
proves, k
“Reports from many areas indi-
cate we may be approaching what
might be termed an' industrial
buyers’ strike. Prices, 'in many
cases, are so fantastic that pur-
chases cannot. be justified. Buying
at any price; to keep a plant run-
ning may be,approaching an end.

“Shutdowns due to strikes and

George E. Price, Jr.

“report re=-®

centage required to make business
attractive and sound. Many con-
cerns are struggling with the prob-
lem of cost because of material
scarcities and a. lack of proper
productive’ co-operation by labor,

“With the return to production
of two of:the large steel -plants
in‘ Canada, general business con=
ditions there take on a brighter
aspect, ' ; S i
fIndustrial buyers are gener-
ally concerned over the duplica
tion of commitments. It is be=
lieved: there.are many such in=
stances; to date, there is no great
evidence of cancellations. It is ex=
pected, however, that a point has
been reached where the trend to
cancel out these commitments will
accelerate. The opinion ‘is very-
general . that ' industrial - buyers
have, or. will shortly, scale downt
their' ideas’ on: buying too much
and too far ahead. § ek Y

“Commodity Prices

“While - the . general --trend of
commodity - prices continues up-
ward, there is, for the second suc=
cessive month, a decrease in the
number of reports from industrial
buyers -indicating -higher prices;’
There .are no reports of lower
prices,: s i e el s el

“Price ~advances appear more
conspicuous in the semifabricated
and processed ‘goods field than in
the' basic raw materials, -, !

“Where - permitted, prices con=
tinye to break through OPA ceil=
ings. OPA continues to give
ground.’ It is interesting to note
that reports indicate some decon=

material. shertages . are - geriously
affecting - the pay-income of in-
dustrial workers, and a drop in
buyers’ and . consumers’ demands
is ‘bound to result.

“The profit angle still continueg
to worry many in business. Profits
do not appear to ‘be in the per-

~ BRITISH S
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trolled items advance only slight=
1y, while some advances granted
by OPA are substantial. ‘-

“Buyers generally feel that we
are' in the last wave of’ increases,
although there are indications of
another upward surge, ~If . thiz

(Continued on-page 2241)
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A Poll on Holding Compény‘Stoéks

At a recent luncheon forum meeting of the New York Society
of Security Analysts a round table discussion of the utility holding
eompany stocks was preceded by a poll of market sentiment on. these
issues. In order to make allowance for background market psychol-
ogy, a vote was also taken on the. general market and on. utility

holding company stocks as a class.

Following are the statistical

results of what was designated a¢
a “long pull” vote ' (though it
seems possible that some mem-=-
-bers voted more in ‘accord with
their views on the near-term mar-
ket outlook).

General market,
Utility holding co. stocks..
American & Foreign Pwr.
second preferred
American Power & Light.
American Water Works__..
Commonwealth & South'n
#lectric Boad and Share_.
Electric Power & Light__-
Engineers Public Service__
General Public Utilities__. .
Middle West__..
Niagara Hudson Power...
Public Service of N. J.___
Standard Gas 2d pfd
United Lt. & Railways._.

Allowance for inaccuracies
should be made because the poll
was taken by ‘a showing of hands
instead of by written ballot. Tt
also’ seems a little inconsistent
that, ‘while the vote on holding
eompany stocks as a whole was
slightly adverse, the votes on the
individual issues were ‘favorable
{or nine out of 13 stocks, neutral
on one issue and bearish for only
three stocks. . It was also obvious
that the voting was quite uneven
in- character, with many of the
large number present withholding
votes on individual issues ‘or on
the entire list." Only one consist-
ently bearish voter was observed
and ‘when asked to- comment on

- his position he stated that it was
due to "his views on the general
market. ;

William Amos of First Boston
Corp. gave a general "discussion
of the subject. He called attention
to the wide variations in estimates

e § thqvalue of Standard Gas &
Elecfgmc second preferred stock,
ranging from 8 to 80.. These vari-
ations seemed largely due to dif-
igﬂm? valuations placed on Phila-
delphia Co. common stock, the lat-
ter being taken at the current
-market price around 11 in one in-
stance, :and  at = an ' estimated
. “preak-up” figure of 24 inthe;
other extreme case; :

Mr, {m_los stressed the analyti-
cal - difficulties - in- appraising
break-up values,  due to (1) the
shifting market yardstick = of

rice-earnings ratios for: ooerat-
 ing company stocks; (2) SEC and
eourt delays in approving final

Bullish = Bearish
23 35
25

24
16
15

ey "
HAOSNOMWRWY®

plans;’ (3) the difficulties of esti-
mating 1946 earnings and “normal”
earnings ‘due .to such factors as
(a) amortization of plant account;
(b) accelerated depreciation; (c)
excess profits taxes for the 1945
portion of interim earnings re-
ports, etc. ;

Truslow Hyde of Josephthal &
Co. took a generally bearish view
of the outlook due to rising wages,
etc.. However, he disagreed with
views *on . American - Power = &
Light expressed by another mem-
ber to the effect that, with a “10
times” earnings multiplier, there
would be little or no-equity left
for the common stock. He con-
tended. that' even' if the common
stock equity might be temporarily
“in the red,” the courts had ruled.
that a holding company ‘common
stock .is" nevertheless entitled to
consideration because of its claim
on potential future earning power.
Moreover, he thought that current
earnings (figured without respect
to preferred arrears) could be es-
timated in: the neighborhood ' of
$3-$5 a share on the common
stock. :

Another member pointed  out
that while early this year it was
the practice to use a price-earn-
ings ratio of 18; it is now becom-~
ing the practice to go to the other
extreme and use a ratio of only 10.
He felt that the safest method was
to compare holding company sub-
sidiary ‘stocks with similar issues
already in the hands of the public.

One speaker stressed the fol-
lowing favorable aspects .of the
utility picture: (1) Capital struc-
tures of both operating and hold-
ing companies have been greatly
improved in recent years, and the
holding companies have retired a
substantial amount 6f their senior
securities.
hold up well in 1947 regardless of
any letdown in general business,
because ‘of the current,rapid in-
crease in use' of electricity.: (3)
Interest rates are:still low, despite
the recent securities decline, and
will permit additional refunding.
(4). Political conditions reflect a
“turn to the right” with respect
to the utilities, and this trend may
be accentuated by the results of
the forthcoming election.

- Midland Utilities Common
~-New England Public _Servicevafds. o

Portland Electric Power
‘Bonds & Pfd.

- GILBERT J.
29 BROADWAY, NEW YORK 6, N. Y.~
Direct Wire to Chiu"o
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(2). Earnings- should |

NYSE Governors to
|Act on Permissive
| Incorp. Next Week -

Interest.in the subject among the
members of Exchange seen faded.
Comments of three more brokers,
“running * pretty much  like the
_others ‘previously  reported, are
-given below. - Very few member
firms seem to be convinced that
permissive incorporation ‘would
provide any advantages whatever
The issues of permissive incor-
poration which. is scheduled to
come up next Thursday before the
Board of Governors of the New
York Exchange is:considered by
most of the partners of the various
NYSE firms to be pretty much.of
a dead issue. It is apparent now
all - around that interest in  the
subject has run out, so to speak.
Printed below are the comments
of three more brokers on the sub-
ject. They run very much like the
others we have printed. Very few
seem ‘to be.convinced that per-
missive incorporation would pro-
vide any advantages whatever,
Broker No. 46
I am in a fog on-this question
just as the .whole Street itself
seems to be. Except for a few
ardent partisans on either side, no
one seems to be akle to make up
his mind on the matter. Some of
the - big houses—because of the
large = investment they' make—
probably favor incorporation for
the single reason that it would re-
lieve them of some of the finan-
cial responsibility they now must
bear. ' If, ‘as has been frequently
reported in the press, there is the
possibility " that the partnership
may be given some tax privileges
it ‘does not now enjoy, . there
could, of course, be no possible
advantage to incorporation. Even
for instance if the tax on partner-
ships were to be figured on a basis

of 50% as compared with the 38% |

rate for corporations, it would still
be advantageous as far as I am

concerned, to preserve the part-|

nership form of organization,
Broker No, 47
I am. opposed to incorporation.
I am just.old-fashioned: enough
to think that the type of business

we do should continue to be car- |

ried on in the way that has proved

so. successful over the years. The|

tax advantage would seem to me

to. be the only important reason |’

for incorporation but. the experts
are not sure there is any such tax
advantage. Some argue that in-
corporated companies now outside
the Exchange would buy seats uin-
der permissive incorporation and
thus bring new "business to the
floor of the Exchange. I agree
that - the number of houses that
would actively seek seats on the,
Exchange would increase but I do

'not -agree ‘these eompanies - would |

bring any more business. to the
Exchange. Many of ‘these compa-
nies would be interested only in
drawing on the prestige which
membership -in the.. Exchange
would bring them, particularly ia
the smaller communities. . Com~
mission business just isn’'t their
business and they would only be
looking for leads to. prospective
purchasers of the securities' they
can and do sell at higher profit

rates. >
--Broker No. 48
- We were originally in favor of
incorporation but now. we feel
differently about it. We do not

.think that incorporation should be

adopted for tax reasons alone, Tax
inequities have a way of adjusting
themselves in time, We do not
feel either that the corporate form
of organization is necessary to the
continuity of the business. We
know that a firm can continue in
existence if it adopts a long-term
policy and if son carries on where
father left off in the business. We
do not, in fact, consider the ques-
tion of permissive incorporation
as important at all at this time.

‘| where in the world.

1 'Inter'ndtiohdl
World

Wit o Nk, M

"/ By SIR STAFFORD CRIPPS* S
President of the Board of Trade; Great Britain A"

Regulation
Trade

5

Priﬁsh cabinet officer, asserting nations have had chaotic conditions
in world trade long enough, urges them to be prepared to give up
old national methods of protecting or regulating their foreign com-
merce. Stresses importance of assuring full employment in all -
countries "as basis for healthy and expanding world trade, but -
holds trade of one country should not be .expanded at expense
of others. Urges international regulation of “economic armaments”
as means of preventing wars, and calls for same united policy in

econcmic affairs as led to United

Nations victory.

On behalf of His Majesty’s.Government in the United Kingdom E

@

extend a most cordial welcome to all the Delegates to this Preparatory

Committee,
and ' I hope
that- its . de-
liberations
may achieve a
fuller mutual

‘understanding

of . the most
complex eco-
nomic pro b-
lems which @&
beset our var- . §
ious countries,

and may pre-.

pare the way
for reaching
an . interna-
tional * agree-
ment which
will hold out " prospects to  the
people of all lands of a happier
and more prosperous life,

I am sure that all of us who ex-
perienced the sequel to the First

Sir Stafford Cripps

*An  address by Sir  Stafford
Cripps at the opening : session of
the Preparatory Committee of the
International Trade and Employ-
ment - Conference, London, Oct,
15, 1946..

World War must ' be  determined
so far as in us lies to steer world
economic policies 'into safer -and

saner channels than our predeces— .

sors then did.

It is as well, however, to re=
member that it was not so muche
the desire as the achievement that
was then lacking. The world was
full of good intentions: but sig=
nally failed to translate them inta
wise actions. ‘There ‘was not then,
I think, the same universal recog-
nition, as there now is, of the im=
portant part played by the eco-
nomic relations between nations
nor- of the influence which they
of necessity exert upon politicak
events in the international field.
We do now realize—as never be=
fore—that there is no security in
peace unless we can ‘deal inter=
nationally: with. the major social,
economie, political, rand I would
add, religious questions, and. it is
to that end that the United Na=
tions have ' determined to  work
and have set up their Organiza=
tion.
. (Continued on page 2254)

Our Economic Responsibilities

In the World To

By W. AVERELL HARRIMAN*
- Secretary of Commerce >

»

Our New Secretary of Commerce declares preservation of peace
is dependent on sound and expanding world economy. - Advocates
we make large but wise capital investments to develop industry and

agriculture in" world’s backward

.areas ‘and that we: expand our

imports. Expressing full faith in American free enterprise, he is
optimistic over our ability to handle our business problems, with
government assisting in “adjustments.” Is confident of settlement
‘of management-labor differences. Stresses role. of production.

.In the present period of uncertainty'there is one thing sure.

The preservation of peace on
lishment  and

earth is dependent on the estab-

the. mainten-
ance of a
sound and ex-
panding world
economy.
All the arts
- of diplomacy
and all the
manifestations
of military
force will not
give us free-
dom from
fear ‘unless ‘at
the same time
we develop a
way to attain
freedom- from
want—freedom from want every-

W. Averell Harriman'

b

This presents a. tremendous
problem in which the vast major-
ity of the people of the world are
looking to us for leadership. But
we -have developed the ability in
this country to face great prob-
lems and to solve them. .

The solution of world economic
problems must begin right here at
home. There must be prosperity
at our own firesides or we shall
be of no help to.ourselves or to
our fellow men in other l'%nds.

*An address by Mr. Harriman
before the New York “Herald-
Tribune” Forum, Oct. 30, 1946.

Now, ‘we are a nation of 14®
million people, and although that
is only about 6% of the population
of the world we are-a vast eco-
nomic power doing a tremendous
percentage of the business of the

RN ol
ol

i
{

world. Our industrial ‘productiont. s

is perhaps more than half of the
industrial = production: of -the
world. Our national income  be-
fore the war was about 30% of*w
the 'income of the world and is
certainly greater now. We are
such a great force -that we have:
great power for good or for harm
in :the ‘lives  of other nations,
dependent on how we handle our
affairs both at home: and abroad.

Are We Prepared for
" Responsibility?

Last year, when the war ended, :

there was a question which I was
asked everywhere in my travels
in different parts of the world,—.
“Is'the United States prepared ta
take her share of responsibility
in world problems, or ‘will.she
return to the isolationist policy
which she adopted after the last
war?” -As A result of the clear
positions taken by President Tru-
man and Secretary Byrnes, with -
bi-partisan -support, the question
is no longer in the minds of the
people of other countries as far:
as political settlements are con-
(Continued on page 2253) . |
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- _International Settlements?|

By HERBERT M. BRATTER
Specml Cor respondent of the “Chronicle”

Correspondent reports BIS is threatened with liquidation, in lleu of
combining with new World Bank, | Opponents charge it with having
* dome business. with- Hitler, altl:ough it claims that it scrupulously

. lived up to its regulations, limiting itself to operations “above re-

proach from the point of view of both belligerents and neutrals.”
_ Mr: Bratter alleges recent opposition ‘was prompted by desire for:

approval of Bretton Woods: institutions.

States Soviet satellltes ;

" prefer BIS as a non-political banking organization.

BASEL, SWITZERLAND—Opposite the main railroad station in
Basel in a former. hotel which originally had the hopeful name of

Hotel

de®

‘I'Universe, the Morgenthau are no longer run-
Bank' for. In-|ning the:Treasury.  So far as an

sternational
Settlements
still quietly
' carries on its
“‘assigned func=
tions while
waiting for
* the world to
decide its fate,
Is the BIS to
be :liquidated
or is it to be
made ‘a
branch of the
World Bank?
Logic would
seem to point to the latter course,
Tut emotion if not evidence may
condemn the Bank to oblivion be-
€ause of ‘what Dr. Harry White
has repeatedly and publicly called
*doing ' business with Hitler "in
wartime.” The White-Morgenthau
feeling about the Bank, which it
must be assumed is based on all
the informational resources of the

Herbert M. Bratter

American  Government, although.

no documentary facts of a sub-
stantiating nature have been dis-
closed - in. Washington, ‘probably
still survives among some Treas-
ury officials although White and

outsider can judge;” the criticism
of . the BIS is based upon its-gold
transactlons with Germany during
the war,

Of course, the BIS did business
‘with the Reichsbank through the
war years. -Also 'it” did business
'with - banks - of ~Allied . member
‘countries. But Britain and France,
on the Allied side, through their
.central banks maintained member-
ship in the BIS throughout the
war. (The United States; it will
be recalled, did not participate
through the ' Federal : Reserve
banks, but only through a few
commercial banks.) - In anticipa-
tion of the war, and under British
leadership, the presidency of the
BIS was in the summer of 1939
entrusted to an American, Thomas
H. McKittrick, who has recently
vacated the post, and there is no
evidence the writer has seen that
the Britis® and French authorities
were in any way dissatisfied with
the work of the BIS during the
war. - The only official ' criticism
has been that of White and Mor-
genthau while they were in the
Treasury.

(Continued on page 2255)

|'shop deprived -

;

Collechve Bargammg M{Ith a Club

Mr. Richberg condemns. coercive tachcs of labor organizations in
enforcing demands and  ascribes unsatisfactory industrial rela-
tions to defective Federal legislation which subordinates public:

welfare to selfish interests.

Says present law permits force to be

arbitrator and that tyranny of labor boss is just as destructive as
any other tyranny. = Says unions should not be crippled, but gov-
* ernment should maintain democratic balance of power between

economic interests.

Advocates laws which require peaceful settle-

ment of economic conflicts which affect public welfare.
Labor disputes of any consequence are no longer local disagree-

ments between employers and employees.

They have become the

skirmishes®

:the forays and
the battle=~
fields in a na-
‘“tionwide ~war
against . pri-
vate  business,
private prop-
erty and dem-
ocratic
« ernment,
A candid
military .* re-
port“ on’ the

‘‘progress|:

of this organ-
ized
.'war would be
that the peo-
ple of the United States are tak-
ing - a -terrible ' beating,  Defeat
after defeat has been suffered on
all land and water fronts. We
expected a_ greater resistance up
in the air, where government of-

Dohald R. Richberg

ficials are always found. - But
» “with more.New Dealers out of a

job taking to the air every day,

 *Extract from speech - of - Mr.
Richberg at Dinner of New York
Employing Printers - Association,
New York City, Oct. 30, 1946, Mr.

* Richberg is a partner of the law

1y P gm oot

firm of Davies, Richberg, Beebe,

gov-

labor|

radio-active = bombs and  falling
angels have become an increas-
ing menace; and, as prophesied |
long  ago, we have “heard " the

‘heavens  fill - with shouting, ‘and

there rained a.ghastly dew.”

There can be, however, little
pleasure to me and little profit to
‘you, in such a review of events
with  which you areall familiar.
Let me paraphrase - “Paul Revere’s
Ride” and say:

You ‘have, heard the rest in the

press: you've read,

How our pubhc guardlans ﬁred
and fled,

How the strikers gave them bawl
and bawl

From each plcket lme and factory
wall, s

" You know all too well how the|:

battles of - Detroit, ‘New : York,

Pittsburgh = and Chlcago ‘were
lost; how.the people ‘were denied |

food and clothing and: fuel time

rafter time until the great minds of

Washington could agree on terms
of surrender. You know how the
Eyebrow King Coal, the lords of
the CIO :and the Sultans of ' the
AFL massed their armies against

our beleaguered cities, while their |-

pink and red partners i 1n crime be-

Busick & Richardson, Washmg- trayed their friends and nelghbors

{on, D C

Luoug t R L R T

(Contlnued on page 2250)
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According' to the Associated

 Senalor Ball Advocates End of Closed Shop

In Baltimore address, says he will introduce measure in next Con-
gress to remove provision legalizing the closed shop in Wagner Act.

(R.-Minn.) told the Baltimore Assoc1at10n of Credit Men' that the

Press, Senator' Joseph .H. Ball

provision in
the Wagner : g
La bor Rela- -
tions -Act
which _legal-
ized the closed

the worker of

er-he could’
work or earn.
a living in hig
Own occupa-
tion and that
he proposed
to introduce a.
bill'in.the
next Congress
that would: remove this provxswn
from the law. Though approving

Senator‘ Jos.” H," Ball

 against it. You have to get a gov-

the provisions of law. which guar-

anteed the right of organization to
workers, he criticized the Admin-=
mtratlons labor policy, declarmg
“Rewriting -of labor legislation is
the Number 1 domestic problem
in the view of the people of this
country. :

“The ‘task of revision of labor
legislation is the writing of sound
legal definitions into the law of
rights and responsibilities of em-

With Kidder, Peabody Co. .

(Special to THE FINANCIAL' CHRONICLE)

BOSTON, MASS. — Raymond

C. Bryan has become connected
with Kidder, Peabody & Co., 115
Devonshire Street.

Joins F.. L. Putnam & Co.

(Special to THE FINANCIAL CHRONICLE)

BOSTON, MASS.—Roland Bry-’

ant has become ' affiliated ' with .
F. L. Putnam & Co., 77 Franklin
Street.

ployers and employes.”
Regarding strikes against  the

Government, Sen. Ball held: “A

government cannot tolerate strikes

ernment that’s got guts.enough to
state that principle and stick to-it.
Then, if ‘a_group strikes, fire the
people who' violate the principle
and hire others.”

that’ Philip Murray,
America and
also President

of the CIO, in

an address at
the conven-
tion of dele-
gates'  repre-
senting mem-
bers of the
Union’s - Phil-
adelphia dis-
trict predicted - ¢
that a further .
increasein
wages would

be demanded

at .the forth-
coming nego-
tiations ' with

the Steel Companies in January
According to  the ’despatch, Mr.
Murray stated that “American in-
dustry is making ‘plenty of money
and can well afford to give very
healthy wage increases now with-
out-increasing the price of com-
modities. If industry, through col-
lective bargaining, stabilizes pur-
chasing power by putting higher
pay..in ‘the worker’s = envelope,
there’s no need for any depres-
sion,” and he added, “the present
inflation cannot be blamed on the
measly wage increases afforded
labor in 1945 and 1946, but is at-
tributable to the greed lust and
selfishness of American industry
and business.”

Philip Murray

Predlcls Another  Steel Wage Demand
Philip Murray, President of Steel Workers and of CIO, sees need
for “healthy” wage increases. Says industry is makmg plenty of
money and can give wage increases without raising prices.

A despatch to the New York “Times”
President  of . the United Steel Workers @of

from ‘Philadelphia reports

“They = talk about American
labor striking, while Amerlcan in-
dustry, by and large, is engaged
in the greatest strike that ever
took place in America, not.only
against the government bul
against the people,” he said..

In demanding the - defeat of
- those: who voted for removal of |
price controls, Mr. Murray stated:
- If these reactxonary Republi-
cans and evil forces in the Demo-
cratic party are re-elected, they
not only will see that your dollar
will buy less in 1947 but that you
will get a good dose of anti-labor
legislation.” .,

Woolley & Petroski

SCHENLEY DISTILLERS CORPORATION

' NOTE—From timetotime, in this space,
: there will aplaear an advertisement which

we hope will be of interest to our fellow

" Americans.This is number 145 of a series. -

SCHENLEY DISTILLERS CORP, .

Survivors
By MARK MERIT

- 'Mr. Allan Bass, field representa- :
tive of the Social Security Admin~
istration’s Bureau of Old Age and
Survivors Insurance with offices at
11 West 42d Street, New York City,
pald us a visit.: He was interested
in a piece we wrote about one of
our faithful employees who had re-
tired to a life of security and ease
under the Schenley Retirement and
Benefit Plan.” Mr. Bass thought
that perhaps we would devote a
column' to the Federal . Security
Agency—so we’re going to tell a
little story which we hope will en-
lighten our readers with a phase of
social ‘security which, we are in-
formed, ‘is overlooked or ignored
by hundreds of thousands of work-
ers and their families. Here’s the .
story: (Names are fictitious).
~Johnnie Jones, a young man; was
known to grumble, from time to
time, about the'‘'deducts” from
his pay check. Social security was
far off for him. Sixty-five years of

Form New Inv. Firm

* James F. Woolley, Jr. and Ken-
neth. R.' Petroski have formed
Woolley & Petroski with offices
at 1 Wall ‘Street, New York City,
to act ‘as brokers in State and
municipal bonds,

Both were associated w1th the
municipal brokerage firm of Hip-
kins & Topping for many years,
Mr. Woolley more recently has
been. with Braun, Bosworth &
Co., Inc, and Mr, Petroski with
Graham, Parsons & Co.

Affiliated Fund

Broad Street Investing
Century Shares
Chemical Fund

Diversified C-&-D
Dividend Shares
Group Securities

- Incorporated Tnvestors

120 Broadway

o~

INVESTMENT TRUST SIIARES

PRIMARY TRADING MARKETS

American Business Shs. :
“ 7 Consol. Investment Tr,

FundamentalInvestors :

All others traded
Our own direct private telephones conmect
New York, Philadelphia, Boston and Hartford.
Dirnct private wire to Los Angeles,

J. ARTHUR WARNER & Co.

Members of Nat'l Ms n of Securlty Dealers, Inc,

Telephone COrtlandt
TW;—%"YOI-&MO-R and NY 1-2837-9
* 89 Devonshire St., Boston 9

ayette 3300
%X-BS 208-9

Institutional Shares
Manhattan Bond Fund
Mass. Investors Trust
Mass. Investors 2nd Fd.
Mutual Investors Fund -
Nationwide Balance
National Investors - °
National Securities
New York Stocks
State Street Inv.,
Wellington Fund

New York 5
t 7-9400 ’”

age—retirement age—was thirty or :
more years away, Well, Johnnie
unfortunately lost his life in - an
accident. Jane, hiswife, and Ruthie,
aged six, survived. Johnnie had
never. told his wife very “much
about Social Security. She had a
vague recollection that when John-
nie  and she attained the age of
sixty-five they would get - some
checks from the government. ',

But somebody took an interest in .
Mrs, Jones and told her the facts.
She called on the Social Security
Administration in her town' (there
are more than four hundred offices

: throughout the country) and made

some inquiries. She learned that
she and her: little daughter, were
entitled to checks beginning imme-

i diately. These checks will come

every month, until little. Ruthie
attains the age of eighteen. Since
Ruthie 1s now six years of age these:
checks will come to mother and

| daughter “each. month for twelve
 years. After that, the checks will

cease coming but when Mrs. Jones
becomes: sixty-five years of age, :
she will again receive a check each
month—for life ¢

This recorder wanted to know if
survivors’ benefit features of the

-Social Security Act were generally

well known, so he made a survey
among his co-workers -and was
greatly surprised to find so many
who didn’t know the facts. Do you?
If you don’t, send a post card to
Social Security Administration, 11
West 42d Street, N. Y. 18, N. Y.
ahd say, “Send me, free, your ‘sur-
vivors’ booklet.” You will receive
valuable, - thoroughly understand-
able, information.
MARK' MERIT
of ScHENLEY DISTILLERS CORP.
350 Fifth Ave., New York 1, N. Y.
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- Dealer-Broker Investment
Recommendations and Literature

It is understood that the fmns mentioned will be pleased

““to’send interested parttes the following literature:

. Common ' Stock  Yielding  Over drscussmn of establishment of tax

5%—A list of 15 common stocks
yielding over 5% at current price
levels, which also- offer price-ap-

preciation possibilities — Brand,
Grumet & Ross, 55 Broadway
New York 6 N Y

"Long Term Forecast—J. F. Reil- |
1y & Co., Inc., 40 Exchange Place,
New York 5, N. Y. Also available
are the followmg Executives Tell
'Us, That; The Commercial Shear:
§ng and  Stamping” Co.;. Barcalo
John -Doe |
Letter; American Phenzhe Corp.; |

Golden
Crown Mining. Co.; ‘Silver, Creek |

Manufacturing ~ Co.;

General chinery Cor
Precision Corp.; Plastics Materials |
Corp.; Higgins, Inc.; Highlights of |
Wall Street; Q’Sullivan Rubber Co

Utrhtles Co. — Card
A. Saxton &
Street, New

Missouri
memorandum—-—G
Co,, Inc. 70 Pine
York 5

Oppor'tumtres for Tax Saving in
the Present Market—Analysis and

CARTERH. CORBREY &C0.

Member, National Association
" of - Securities -Dealers " -

‘Wholesale Distributors

" Middle West — Pacific Coast.
For ~

uunsnwnnms

SEGONDARY MARKET
DISTRIBUTION

CHICAGO 3~ LOS ANGELES 14

135 LaSalle St. 650 S. Spring St.
State 6502 Michigan 4181
. CG99 255

loss available to dealers — Kaiser
& Co., ‘Russ Building; San Fran-
cisco 4 Calif. .

Also avarlable is the ‘current is-
sue of Ideas for ‘Dealers contain-
mg data on a number of interest-
ing situations.

)

| Revrew of the" Railroad Situ-
ation and Earnings Outlook—Fu-
ture of rails discussed—Delafield

York: 5, N. Y

Steel Industry Earnings Outlook
' Discussion of improving_ situa-
ition—H. Hentz & Co., 60 Beaver
'Street, New York 4, N. Y.

f Sugar Secuntres—Drscussron of
strong basic posrtron—msele &
King, Libaire, ‘Stout & Co
Broadway, New York 4, N.'Y

Tax TItems  of Interest—In the
current Newsletter of the Associa-
tion of Stock Exchange Flrms,
New York N Y

Monthly comment—Vilas & Hick-
ey, 49 Wall Street, New York 5,
N. Y

Abrtlbr Power & Paper Co.—
Circular—Ernst & Co., 120 Broad-
way, New York 5, N, Y f

American Insulator—Memoran-
dum—Peter Barken, 32 Broad-
way, New York 4, N.Y,"

Acro-Chemical Co.—New mem-
orandum--Greenfield, Lax & Co.,
Inc., 40 Exchange Place, New
York 5, N. Y.

Also available i§ a new memo-

e

*Wells-Gatdner & Co., Com,
: Snap-On Tools Corp., Com.
Cribben & Sexton Inc. o Com.
‘Woodward Govenor Co.,

*Prospectus Available on Request,

Paal H.Davis & 6o.

Established 1916
Members Principal Stock Exchanges
Chicago Board of Trade .
10 So. La Salle St., Chicago 3

Tel. Franklin 8622 Teletype CG 405
[ndmpanohs, Ind. =« Rockford, Ill.

Com.

randum  on United Utilities Spe-
cialty - Corp. i SR

Arden . Farms :-Co. ——Analysrs—-
New York Hanseatic' Corp., 120
Broadway, New York 5, N. Y.
Also ‘available are analyses of
A.  S.. Campbell and Metal &
Therrrut

Argo 011 Com -—-Descrrptive cir-.
cular-—Seligman, Lubetkin & Co.,
[nc., 41 Broad Street New. York 4,
N. Y.

-Also available are-circulars--on
Tennessee  Products and Wellman
Engineering. -~ -

Cleveland Ohio

AR O TAAAALD

FINANCIAL
- ADVERTISING

In All Its Branches
‘Plans Pfrepafed—Comferenee Tnvited
Albert Frank - Guenther Law

Incorporated
131 Cedar Street 'New York 6,N.Y.
Telephone COrtlandt 17-5C60

Boston Chicago Philadelphia San Francrsw :

mummmlmmmmmmnnmnnu I

| _I Faep, W. Faiawa NI:o.

Central Public
- Utility

514’ s, of ’52

' Write for our new Brochum
analyzing . these Bonds g

208 SOUTH LA SALLE ST.
o; CHICAGO 4, ILLINOIS .~
. Telephone Randolph. 4068

.+ -Direct Private Wire to-New York

' Bell S8ystem CG 537

Aspinook Corporation——-Crrcu]ar
—Ward - & Co., 120 Broadway,
 New York 5, N. Y.

‘on W. L. Douglas Shoe Co.; Hart-
ford Empire; Lanova Corp .5 Mo-
hawk Rubber; and Taylor Whart-
on Iron & Steel; Barcalo; Haloid;
. American Window = Glass;  Puro-:
lator Produets;. Upson Corp.; Ala- |-

.| bama Miils,

Automatic Fire Alarm—Anal-
ysrs——-Mltchell & Co 120 Broad-
-way, New'York 5, N. Y.

Bausch & Lomb Ophcal Co.—-
Clrcular—Adams & Co., 231 South
La Salle Street, Chrcago 4 Ill

& ‘Delafield; 14 Wall Street, New|.

Transportation Statistics — ICC|

Central Publm Utillty 5%*
of ’52 and Consolidated Electria
and Gas Pfd. — Comprehenswe

form—Fred W. Fairman’.&: Co:
208 South “La Salle Street Chl'.
cago 4, IIl.

Columbia  Gas & Electric—L
Study of ‘the situation—Edward
A. Purcell & Co., 50 Broadway,
New: York 4, N. Y :

Columbia Gas & Electric Corp.
—Analysis — L. F. Rothschild &

N.

Connecticut Railway & l.rght-
ing Co,— Circular — Adams . &
Peck, 63 Wall Street New York 5,
N. Y ‘ o

‘Consolidated Edison Co.——Arial-’
ysis—Hirsch' & ' Co,,
Street, New York 4, N. Y.

Decker Manufacturing Co.—De-
tailed Analysis—Comstock & Co.,
231 South La Salle Street,. Chi-
cago-4, Il

Hydraulic Press - Manufacturing

Miller Manufacturing Co,

Oil Ficld—New up-fo-daté circu~
lar—Forbes & Co., First National
Bank Building, Denver 2, Colo.

Federal Machine. and. Welder
Co.—Study of prewar position,
war effort. and postwar develop-
ment—J. G. White, & Co., .Inc,;
37 Wall Street, New. York 5, N. Y.

General Manifold & ' Printing
Co.—Bulletin—H. M. Byllesby &
Co., Stock - Exchange Bulldmg,
Phr]adelphra 2, Pa.:

¢ Greyhound CorpOration—Circu= |
lar—Hicks & Price, 231 South La

 Salle. Street, Chicago 4, IlL

Also available are memoranda
on The Chlcago Corp, and The-
Muter-Co.

" Gulf, Mobile & Ohio Railroad—
Analysis—R. H. Johnson & Co.,
64 Wall Street, New York 5, N. Y.

Indiana Steel Products Co. —
Memorandum on interesting situ-~
ation —  Brailsford & Co., 208
‘Soultlh‘ La Salle' Street, Chicago
4, 111,

Also available is a circular on
Queen Anne Candy Co

London Terrace — Circular —
Seligman, Lubetkin ‘& Co., Inc.,
41 Broad Street, New York 4, N Y

‘Nathan Straus-Duparquet, Inc
—Bulletiri—Luckhurst & Co., Inc.,
40 Exchange Place, New_Yorl_r 5

Also avarlable are memoranda N, Y

New ~England . Public.. Servw"e
Lo, — Appraisal of values.—.Ira
Haupt & Co,, 111 Broadway, l\ew
York €,-N. Y !

" Northern - Indiana Public: Ser-
vice — Memorandum — Buckley
Brothers, - 1420, - Walnut Street
Phlladelphla 2, Paisi:

- Also: avarlable are; memoranda

.| on Eastern Corp. and Bird & Son, -

Inc,

Pan ,American Airways Corp.;‘—

study - and . analysis in' brochure) y 2 :
? ‘Parker Appliance Co —-—Descrrp-

Co., 120 Broadway, New: York 5 ;

Also available are analyses of

Co.; Long Bell Lumber Co., and

Equity 0il Co. and:the Rangely r

9.South La Salle Street Chlcago
bt

tive analysis—du Pont, Homsey
€o.,'31 Milk :Street,. Boston' 9,
Mass. i X

: Pettibone Mulliken Corp.—Bul-

letin—Doyle, - O'Connor & Co.,
Inc., 135 South La: Salle Street,
Chicago 3, I1L

Fred B. Prophet Company—De-
tailed memarandum—De Young
Larson & Tornga, Grand Rapids
National Bank Bulldmg, Grand
Rapids 2, Mich,

Public. National Bank & Trust
Co.—Analysis—C, E. Unterberg
& Ca., 61 Broadway, New York 6,

25 'Broad|n. y

Railroad Employees = Corp.
Analysis—L;  Johnson & ‘Co., 40

‘Rockwell ‘Manufacturing Co.—
Analysis—3teiner,” Rouse: & Co.
{ 12\15 Broad' Street, New.' York ¢

'

Schenley Distlllers Corporatlor
—Brochure of articles ihey ing -
yeen runningin the..Chronicle-
write ‘to’ Mark  Merii, in: care ¢
3chenley ' Distillers. Corporatlm
iISOYFlfth Avenue, New York

—

Sheller Manuicturing Corp, -
Qpnpnf renart—Mereier, MeDowel

;tudy—sms Minton. & Co.. Inc,‘
0

Exchange Place, New York 5, N. Y..

& Dolphyn, Buhl Burldmg, De- -
troit' 26, Mich.- !

':'Umverqal Zonollte Insulation —_
Analysis' — Caswell: & Co.; 120
gmiltn La’ Salle Street Chrcago
Also 'available is a circular on

‘Chicago Hardware ‘Foundry Co/

Utah Southern 0il Co, — Mem-'
orandum——Amos C, Sudler & Co.;
First National Bank Burldmg,
Denver 2, Colo: ; A

James F. Bums Hamed
To Head Slate of Sluck
Exchange Firms Ass’n

James F. Burns* Jr., partner of'
Harris, Upham & Co., New York,
is slated for the presrdency of
the * Association “of New York
Stock -Exchange  Firms, He' was
nominated: for - the  office ‘at a :
meeting of the board of governors
at Pebble Beach, California; where i

the'“association is in: conventlon.' ’

There were no other nommatlons
- Mr:.Burns: is. being retumed to
the office  from which he resigned

.lin September, 1942 when he joined'

the USAAF. He will succeed Wy+
mond . Cabell, who has been the
association’s presrdent for the pasﬁ
two "and one-half years.

Mr. Burns became active in thq
associationat the. time of its re=
orgamzatron in 1941,

aims.

Two Conceplions of the
 International Monetary Pund

By PAUL BAREAU*
Advisor to U. K. Delegation to Sayannah Meeting of
“Fund and Bank Govérnors
British official reports. conflict beiween American and British con-
cepts of Fund center about degree of its political foundation. - Holds
British view it, along lines of former Tri-Partite Agreement, asa -
non-polmcal club of central bankers. - Contrastingly, in United
States” view institution is mler-govemmental rather than inter-
central bank; it being thus portrayed in Morgenthau’s statements,
in the choice of Washington as its site, and in personnel regulations;
Predicts Britishers’ full cooperation, despite emasculation of their

* Fomseveral months the two institutions conceived at the Bretton
- Woods conference the International Monetary Fund and the Inter-

national Banx
for Recon-
struction = ard
Development,
have been
alive and ac-
tive in Wash- 18
ington.” The -
board " of - ex~
ecutive direc-

iy tors  of each

has since-
carly. May-
been -engaged. -
in-the process.
of - “continu-'
ous: ~-session”. - .’
demanded by
the articles.
of-' agreement, as
the course:: of the:

: Paul Bareauj

defined : in
inaugural

L *AN artrcle in “Journal of: the

Institute - of < Bankers;” London,
October, 1946. .

meetmg of Governors at Savan_-
riah' last March. It ‘would, how-

' ever;-be premature to cla.m for

either. institution that it had be—»

¢ | come a live influence in . inter> -
@ | national £nancial affairs. It ig true.

that- the -Bank has formally - an-

‘nounced . the -day of commence-i
ment of operations and hasimade . :"°
_calls’ for payment. of 10% of th: e

members’ : capital’ subsctrptlon g

‘| 'The: Fund. has only ' Tecently: sent;
“its member nations. a Tequest: to;
. nohfy >the parities: of their cur—-

rencies, a moye which must pre-!
eede by some weeks the effectivel

‘start. of operations. These delays =~

are, however, reasonable. It is
less than six months ago that the:™
inaugural meeting "at" Savannah ..’
ordered that :the blue. prints: of
the Bretton Woods agreements. ber
acted upon and gave these orig-
(Contmued on page 2231) !
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DALLAS BOND CLUB

‘The Dallas Bond . Club will hold its annual
fall party on Nov. 5, at the Glen Lakes Country
Club. ' The plans call for golf cocktail “party;
luncheon, etc. and a number of out-of-town
guests are expected to attend.

Membersof the committee on'arrangements | &

{are: Jesse 'A. Sanders, Jr., Sanders & Newsom;

Chairman;; E.. O. Cartwright Mermll Lynch;

Prerce Fenner -&: Beane; Robert R Gilbert, Jr.;
. First Nationa] Bank in Dallas; James F. Jacques,
Fan ; First Southwest Co and Rogers Ray, Rauscher,
;!esse A. Sanders Jr Pierce & Co. -

SECURITY TRADERS ASSOCIATION OF NEW YORK .

: The Nominating Committee of the Securlty Traders Association
of New York, Inc. has presented the followmg slate for 1947,

Michael J. Heaney Louis A. Gibbs . Frank A, Pavis

T. Geoffrey Horsfielcl"q Wellington'  Hunter

- President—Michael J. Heaney, Joseph 'McManus & Co.

1st Vice-President—Louis A, Gibbs, Laird, Bissell & Meeds.

2nd Vice-President—Frank A, Pav1s Charles E. Quincey & Co.

‘Secretary—T. Geoffrey Horsfield, W, J. Merlcka & Co., Inc,

Treasurer—Wellington Hunter, Hunter & Co. ;

Directors: (two year term):

“ Abraham. Strauss, Strauss Brothers
Lynch Pierce, Fenner & Beane; Lester T: Doyle, Hardy & Co.

- Trustees of Gratuity Fund (two year term):

William K. Porter, Hemph111 Noyes & Co.; chhard H, Goodman,
‘Cohu & Torrey.

National Commltteemen.

Charles M. Zingraf, Laurence M, Marks & Co.; Carl Stolle, G A.
Saxton & Co Inc.; Stanley Roggenburg,: Roggenburg & Co:

National Commrttecmen Alternates:

Thomas Greenberg, C. E. Untérberg ‘& Co.: James D. Cleland,
James D, Cleland & Co Elmer E. Myers, B.. W Pizzini & Co., Inc.;
James F. Musson, B. J, Van Ingen & Co Inc ‘Stanley- C. Eaton,
Bendix, Lutweller & Co. : £

slate are:

Richard F. Abbe, Chairman, Vaxl Tuyl & Abbe Walter V. Ken-
| nedy, Coffin & Burr, Inc.; Leslle Barbier, G. A. Saxton & Co.; Frank
E. Mulligan, E, H, Rollms & Sons; Alfred F. Tisch, Fltzgerald & Co

TWIN CITY BOND TRADERS CLUB

{At'the annual election and] dinner meeting of the Twin City Bond
Traders Club held on Oct. 3, 1946, the followmg new. officers were

.elected to take office 1mmed1ate1y

apohs

John M., Mayer, Merrill |

Kermit B. Sorum Robert S. McNaghtenI Paul ' E. Matsche “"Martin Martinsen

Eresrdent——»Kermlt B.'Sorum, Alllson-erllams Company, Minne-

Vlce-Presrdent——Robert S, McNaghten, Wllllams—McNaghten Co,
aneapohs

Secretary—-Paul E. Matsche Pa1ne Webber Jackson & Curtis,

' st Paul;

"Tréasurer-~Martin’ G Martmson, First National Bank,-$t: Paul.
"National Commltteeman—Wﬂham J. Lau, C. S Ashmun Co
Minneapolis.

Charles Rieger of Jamieson & Company ‘made" a report to the
club, covermg the Seattle Convention and other meetings in the West.

n—fCom’mon Sense and Progress -

By J. PENFIELD)| SEIBERLING* i

; . President, Seiberling Rubber Co. .

lndustrlal -executive, asserung never before in nation’s history was:

.common sense more necessary. in solution of problems; calls atten- -

tion to New Deal failures and contends instead of a more abundant

life, there. is- dlsr!luswnment and confusion. 'Says passing laws to

redistribute -‘wealth and i sincome .does. not make- the ‘stupid person::
| - intelligent, the lazy industrious, of the proﬂrgate tlmfty, and that
- peace cannot be legislated. --Holds ordered society is essential to
:progress and there can be no progress when a small group of labor
| leaders ‘are permitted to defy the: Constitution, Sees standard of
- living declining because of . high wage-less work: pollcy

' I'have come here this evening to address’ you ‘on the subject of

“Common Sense;and Progress.” I have chosen thrs subject beeause I
; believe:- that

Double Talk there never was a
time, when CQmmon Sense'in the
general thinking - would be more
helpful in ending the nonsense to
when the ap-| which” thé Nation has been sub-
plication of|jected for too many years.
Commonl| Furthermore, I. am convinced
Sense was|that’ unfil Common Sense truly
“more neces-|manifests itself in.the: Nation’s
csary to effect | thinking there can be no sound
R .a_ solution to|progress i in solving our 'major
our national | problems, and working our way
‘and interna=|out of the morass of accumulated
:tional prob-|evils into which' we have been
- lems than at stupldly and ‘at times deceitfully
present. Iam|led, step by step, for qurte some
also persuad- tlme
ed that in'an| Think back with me, if you wxll !

never was
B there a ‘time
in the history
-of ‘our Nation

J. P. Seiberling

Members of the Nomlnatmg Commlttee whrch presented the»

Personnel ltems
(Special to THE FINANCIAL CHRONICLE) .
BOSTON, MASS.—Joseph Ww.
Gallant " has joined the ‘staff of
Clayton Securities Corp., 82 Dev-
onshire - Street, i

(Special to THE FINANCIAL CHRONICLE)

.| Jacobs

. BOSTON, MASS. — Damon W.!
Hall is now with Chas A. Day &

.| Co.,. Inc., Washmgton at  Court:
!| Street.

(Special to THE FINANCIAL CHRONICLE)

CHARLOTTE, N. C—Earl F.

| Stedman is now with Southeasterm:
| Securities, Independence Bulldmg.

(Special to THe FINANCIAL CHRONICLE)

CHICAGO, ILL. — Ralph L.
is now with. Pattersom,
Copeland « & - Kendall, Inc., 231

South La-Salle Street.

b . (Speclal to THe FiNaNcIAL Cx-momcrx)

DETROIT, MICH.: — Léonard’

: W Cornell and Armour N. Doyle

are with C. G. McDonald & Co.,
Guardian Building,

(Special to Tre FINANCIAL CHnomcq) e
T 'LAUDERDALE, FLA. — -
John: J.” Harbrecht ' is w1th Colnz-
& Torrey, Blount Building, - #

“(Special to Tm FINANCIAL CHRONICLE)

MIAMI, FLA. — Phillip Brooks"
has’ Jomed the' staff of Frank D.
Newman® & Co., Ingraham Buﬂd—
ing. ’

era of fine-spun theories and po=
litical and economic Humbug and

“An address' by ‘Mr. Seiberli_rig
before “the ' Associated Industries
of Alabama, Birmingham, ‘Ala,

to ‘those-days when' the peoples
hopes, - including -the . Forgotten

# | Man, were ‘directed:to that prom-

ised land of the more abundant

life: that ‘was: to supply: security/

from the cradle to the grave, with

Active Trading Market in

Bausch & Lorhb.
Optical Co.

Common Stock

Circular on Request

he
ADAMS & CO.

231 SOUTH LA SALLE STREET
CHICAGO 4, ILLINOIS
TELETYPE CG 361 PHONE STATE 0103

Oct.” 17, 1946. (Continued on page 2244)

Nominating Committee (four to be elected) :

Harold J. Burke, Auchincloss, Parker & Redpath; George V.
“Hunt, Starkweather: & Co.; Milton Van Riper, Mackubm Legs &
Co.; Andrew R. Steven, Jr., Bond & Goodwin, Inc.; Walter Murphy,
gt 'Walter Murphy, Jr. & Co Walter E. Sulhvan Elder Wheeler &
lCo Irving ‘Manney, Eisele & King, Libaire, Stout & Co Salvatore

s Rappa, F. S. Moseley: & Co.; Thomas w. Gleason, Kirchofer &
JArnold; Inc.;: Jules Bean, Luckhurst & Co,, Inc.; Otto A, Berwald,
“Berwald & Co.; James T, Mchvney, Hornblower & Weeks,

Aeronca Aircraft Corp.
*Decker Manufacturing Co.
Howard Industries, Inc.”
*Hydrahlic Press Mfg. Co.
| Old Ben Coal Corporation’ (||
; ; ¢ : ; *Long-Bell Lumber Company
*THE MEYERCORD CO. : Conv. 4_% Preferred Mastic Asphalt Co. .
PETTIBONE MULLIKEN : 3 *Miller Manufacturing Co.
NORTHERN »INDIAN’A- PUBLIC SERVICE : BOUGHT SOISD Seven-Up Texas cqu ;
-‘FEDERAL-MACHINE & -WELDER 5's W.W. st. Louis Public Seryice 90. |

*Prospectus available upon reqﬁest 3 Trailmobile Company

l,f:.noy_LE“ 0’CONNOR & Co. |

: 135 SOUTH LA SALLE STREET
: . CHICAGO'3, ILLINOIS - - e ] Bt - Myl
Telephone Dearbnrn 6161 - . Teletype: CG 1200 Ry
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‘John D. Faison llead

John D. Faison, Bankers Bond
Co., - Inc., Kentucky Home Life |

The Roadto Abundance

. By DR. ZAY, JEFFRIES*

>

"Vice- Presndent General Electri¢ Co.

“lndustnal executive, urging we pnt our house in order, decries
“attacks on big business and profit incentive, Points out average
of $6,000 capllal is required to employ one vworker, and that both
wages and prices must be kept in balance with profits. Describes
changing economic phases in last two decades and asserts if wages
“had' been increased and prices reduced three years before 1930,
there would not have been a severe depression. Says methods tned
to cure depression were faulty, and that under Wagner Labor Act
~unions have become too powerful.: Concludes that despite trials and

London Terrace First Fee and ;General Mortgage 3- 4%
- Bonds with Equity Stock Outstandmg, $5,083,600

An-analysis of the accompanying income and expense statement
reveals that for:the firstfive months of the current fiscal -year; the
London  Terrace Corporatxon earned 4% . on -the ‘outstanding First
Mortgage Bonds and in -addition had a surplus of $93,229.52 available
for sinking fund purposes. At the present rate of earnings, the com-
pany will be able to liquidate its 'sinking fund deficiency within a
year’s time, at which point the corporation’s inconie will be distrib-

uted as follows

Earnings for five morrhs ended Aug. 31,1946

Earnings projected arithmetically ‘to Mm‘ch 31, 1946

Interest requirement at 4% on $4,800,000 par value of bonds
which it may be assumed will be outstanding after liquidation*
of slnkmg fund deficiency.

$117,956
427,092

192,000
$235,092

"Ba'ance

annry sinking tund s

‘Balance (ta be dlstrlbutEd as ronows)-.'_~__--_’_-__-_-.";-__

"25% to additional .ntere':f

$18
$4

7

25% to additional sinking fund

4

50% to corporation, mcludmg stock dwldends . 9

$180,092 .

55,000
0,092

5,023
5,023
0,046

- ¢ ' This d‘strlbuuon w111 permlt a payment of approxxmately 5%
on the bonds, with ‘a surplus of $100,000. avallable for ‘sinking fund

purposes

. STATEMENT OF INCOME AND EXPENSE

Income
~Apartment rentals $60,532.93
7,1787.08

3,468.34

-Stores -and: concessions
‘Other income.

—Month of August—
-1946 1945

1946
$301,395.01
43,860.64
8,533315

$59,336.35
7.310.94
3574.23

“Five Months to Aug. 31,
1945 .

$296,179. 60
317,710.86
10,'720.'78

woTotal" income.
Deductions:
Operating expenses
- Heating
Repaxrs and ‘nnintenunce
i.Apartments
- Buildings
", Furniture
Admmistrutxve expens:

$71,788.35

11,646.00
1,350.90

3,426.33

567.83
1,381.99
7,141,39

$70,221.52 = $353,789.40
10,572.97
912.41

4,768.96
1,597.79
2,653.67
7,412.11

56,664.78
-6,616.45

12,026.67
6,826.68
6,783.34

40,737.81

$344,611.24

52,109.11
6,279.85

11,091.99
4,955.20
5,771.32

44,028.61

$25,514.44

$27,018.11  $120,655.73

$124,236.08

Giross operating profit
Real. estate taxes

$46,273.91

9,235.50. ¢

$42,303.41

$224,133.67
9,530.25

46,177.50

$220,375.16
47,6561.25

$317,038.41

Fixed interest at 3% 12,709.00

$32,773.16

$177,956.17"
13,226.25

63,545.00

$172,723.91
66,131.25

Inc"ox’ne interest ‘ab 1% ... ... 423633

", $24,329.41

$19,546.91
4,408.75

$114,411.17
21,181.65

$106,592.66
22,043.75

Avaﬂable for sinking fund_: $20,093.08

$15,138.16 ' $93,229,52

$84,548.91

Sinking fund deficiency Aug. 51, 194G (giving effect to $95,000 payment to
smklng fund in October, 1946), approximately.

$149,000

- On Slayton & Co. Staff

(Bpecial- to THE FINANCIAL CHRONICLE)

CHICAGO, ILL. — James V.
Galloway has become connected
with ' Slayton & ' Co., Inc., 135
South La Salle Street,

§%

With Stranahan, Hams

REAL ESTATE

(Special. to. THE FINANCIAL CHRONICLE)

SECURITIES

i S

i+ CHICAGO, ILL. ~— Carl J.
Menzer ‘has been added‘to the
staff of Stranahan, Harris & Co.,
Inc., 135 South La Salle Street’
He 'was previously - with J. P,
Blaney & Co.

John D, Faison

Building, « Louisville, Ky., died
suddenly. Mr. Faison was Presi-
dent-of- the Bond : Club of Louis-
ville.

|0cean Bank Service

Supplied by British Bk,

Three offices of the Midland
Bank : Limited provided a full
banking service for all passen-
gers on' board the Queen Eliza-
beth when she sailed on her first
voyage as a passenger liner on
Oct. 13, Atlantic branches were

inaugurated by the bank in 1920, |

being  first = established on . the
Mauretania, the Aquitania and
the Berengaria. ' The bank states
that  later similar facilities: were
provided on the Queen Mary from
her first voyage. By the outbreak
of war the bank branches had
made just over 1,500 transatlantic
crossings, ‘The branches on board
were none the less on British ter-
ritory, thus eontinuing this bank’s
policy of confining branch repre-
sentation to Great Britain.
bank also says:

When war broke out the opera-

tions of ‘Atlantic bank branches

were suspended but as the liners| .

return to civilian transport, the
bank is resuming activities:on the
Queen Elizabeth and on the Queen
Mary. ' During thé postwar voy-
ages the 'Atlantic branches will
have to contend with all the prob-
lems of exchange control, and

‘upon ‘these as upon all other

banking matters a full service for
all passengers will be available
on every voyage.  Included among
members ‘of the Atlantic staff are
several who made scores of At-

lantic crossings as bank officials|

in prewar years.
IR AF 2

'SHASKAN & CO.

! Members New York Stock Exchange
¢ Members New York Curb Exchonge

440 EXCHANGE PL.,N.Y. Digby 4-4950
! Bell Teletype NY [-953

OFFERINGS WANTED

Ambassador Hotel L. A. 55’50 W. S.

Beacon Hotel 2s 1958 W.
Brooklyn Fox 3s 1957 W,

Chanin- Bldg. 1st 4s 1945

S.
S.

Eastern Ambassador Hotels Units
Grant Bldg. 2Y;s 1957 W. S.

Hotel Lexington Units

Hotel St. George 4s 1950 - -

AMOTT; BAKER & CO.

~Incorporated -

150 Broadway

Tel. BArclay 7-4880

. New York A. C. 2s 1955

. Sayey Plaza 3-6s 1956

Hotels Statler Common
National Hotel Cuba 6s 1959 W. S

New York Majestic 45 1956 W, S,
Pittsburgh Hotels Common
Roosevelt Hotel 55 1964

Savoy Plaza Class “A”

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

]
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tribulations, our free enterprise system'is sound, but cautions it ]

needs proper soil and environment..... .. -

‘The world is dlslocated more than at any time in the memory of
living persons. There is great unrest in all countries and among all

peoples; mil-®

.~ lions- of’“men | with the' current problems.

Al= .

The |;

are under
arms; whole
populations

have insuf-

ficient food;
countrie s

which worked

in harmony to

win the war

are at ' odds

‘in planning

the peace; and

great ' adjust-

i ments are
having to be
made through~
_out the world,
Our own country is confused
and ' seemingly  unable to cope

Dr. Zay Jeffries

*A commencement address by
Dr. Zay Jeffries, Doctor of Sci-
ence, at Lehigh University, Beth-
lehem, Pa,,;Oct. 20, 1946. :

though there are.many:elements
which need critical examination
and evaluation, I shall deal mainly
with our business economy. This
is 'important because unless we
can work out a healthy economy,
many of the other things we cher=
ish will fall like houses of cards.
Furthermore, we cannot  estab-
lish adequate relations with other
countries until or unless we put
our own house in order. Restora~
tion of a healthy business struc-
ture will do more to accomplish
this than any other one thing.

We need now especially to take
a square "look at certain aspects
of business because there has been
an insidious attack on it for nearly
a dozen years. It is implied that
there is  something sinister  in
making a profit. Bigness in busi-
ness has been dttacked as some=

. (Continued-on page 2240)

Turn Right!

By WILLIAM HURD HILLYER*

Economist, contending that America has always turned to the right

and and will turn the same ‘way again, lists as evidence of this:
(1) abandonment of “the purchasing power” fallacy in fiscal

policy; (2) abandonment of price controls; (3) failure of theory

that wages can be raised without increasing prices; and (4) relaxa-
tion of principle that big labor and big government are uniformly
benign, and businessmen and farmers are at mercy of private banks.
Attacks Treasury’s low interest policy and government financing
through short-term . and - demand loans, but lauds proposals for

budget balancing. ' Holds we cannot expect. continuation of boom;

times and urges emphasis on sales promotion,

Unfortunately Nature has endowed me with one of those “fman-

cial” faces that does not fully reveal the joy I have at being with

i

you, We econ-#

omists,. who
spend our
days digging
up  and - writ-
ing down, lis~-

tening. be-
tween - whileg
to the screeds
of amateuys

tates to prac-
tice our - pro-
fession | with=
“out previous
study) are
only too glad
of a chance to
do  a ' little

. William H. Hillyer

talking . ourselves.
I've brought along a few notes as
a safeguard ‘against undue optim-=
ism. I’'m habitually on 'the oppo-
site side of popular opinion, Pes-
simism is in style just now so I'm

(nobody hesi-|.

This ‘evening |

inclined to be optimistic, There-
fore we’ll stick right to the facts.

The - other day. I * literally
bumped intoa British = friend
whom I hadn’t seen-: for some
time. We both tried to occupy.the
same: piece 'of sidewalk ‘at the
same moment before apologxes
became friendly - greetmg :
“Why the deuce is it,” he asked
“that - everytime I come  to the
States I have this same trouble?
I'can’t walk a block without bemg
bariged.’ agaxnst by a dozen peo-
ple »

Of course,’ it was very simple,
as I pointed out. In America we

turn to the right. My friend had,

(Contmued on page 2237)

*An address by Mr. Hxllyer at a
dinner-meeting of -the -Sales Man~
agers Club -of :New Haven, New
Haven, Conn Oct 17, 1946
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Elects Officers -

CINCINNATI, OHIO—Ewing T.
Boles, President of .the Ohio Com-
pany, Columbus, Ohio," has been

'

Ewing T, Boles.. J. G, Heimerdinger

re-elected Chairman "of ;the ‘Ohio
WValley Group - of the ‘Investment
Bankers Association of America,

“lwhen

bie

B\

D, o el

economic unity.

iits - leadership, ¢
The ground
swell dating
from Black
October, 1929,
discredited
American
‘business with
the public and
this 'is not'a
personal opin-
ion but a fact
supported by
12 years of
ballot-casting

| by the Amer-
"ilican people.

However, Donald M. Nelson

the

| chips were down and our lives,

Dale ‘F, Linch ‘Wm, J. Coniiffe

it has been announced. The elec-
iion of Investment Banker offi-
cers took place at a meeting of

J. Edv‘;‘i'r'd SohnJr. ' Themas Graham '

members of the Ohio 'Valley
Group in Cincinnati.
Other officers of the group are:
Marion-H, Cardwell, of J. J. B.
Hilliard - & . Co., JLouisville, Vice-
President; John G.-Heimerdinger,
of Walter, Woody & Heimerdinger,
Cincinnati, Vice President;. Dale
F. Linch, of Berwin T. Moore Co.,
Louisville, Secretary-Treasurer,
In addition to the officers, the
following members of the execu-
tive committee were chosen: . ...
William J, Conliffe, of Merrill
Lynch, Pierce, Fenner & Beane,
Louisville; Lyman Greer, of Fifth-
Third Union Trust Co., Cincin-
nati; Harry R. Niehoff, of Well,
Roth & Irving, Cincinnati; J. Ed-
ward . Sohn, ‘Jr., of Lincoln Na-
tional Bank, Cincinnati.

. Thomas Graham ef the-Bankers | .

Bond, Co., Louisville, 'is governor
of the Ohip Valley Group, which
includes -investment - banking
firms .in  central - and southern
-Ohio and northern Kentucky,

Air Transport Meeting

Airline representatives of 35
countries. were scheduled to
gather at Cairo, Egypt, from Oct.
29 through Nov. 2 for the Second
Annual Meeting .of the Inter-
national Air Transport Associa-
tion, it was announced by the
TATA Head Office at Montreal. The
JATA roster, comprises virtually
every airline in the world inter-
ested in scheduled international
air transport and the session. will

'be the largest meeting of world

airline operators ever held.

Witized for FRASER
Hfraser.stlouisfed.org/ -

our liberties .and our substance
were riding’ on every  chip, the
nation turned to business. I know
perhaps better than any man alive
how business Tesponded to this
appeal.

When President Roosevelt made
the . announcement ‘to the world

*An address by Mr. Nelson be-
fore the New ' York Board of
Trade, New. York: City, Oct. 23,
1946.: :

usiness Sp
: *"By DONALD M. NELSON* , _
..., President, Society of Independent Motion Picture Producers
Formerly, Chairman of War Production Board
Former War Production Board head points out war restored prestize
~of American Business, which in_previous decade had lost its assur-
“ance, poise, and leadership. - Says we are now in a postwar period
- of uncertainty and confusion both in domestic and foreign affairs,
-and present strife between labor and management is a national dis-
grace. - Calls present collective bargaining, “collective .bullying,”
and asserts. no single group can seize an unequitable amount of
power without disturbing the entire economy. ~ Holds enlightened

aks’’

FIPTE VTS RANE SRR TN S A

 self interest for employers js to pay maximum wages and for em-
ployees to give maximum production, and calls upon Americans to
cease babbling about dangers of Communism and work for world

“ Depression and the Businessmen’s Prestige

Rightly or wrongly, we as businessmen must acknowledge that
- for.a decade prior to»th,e war,.bhusiness has lost its assurance, its poise;

that the United States was going
to become the “Arsenal of Dem-
ocracy” and-that we were going
to produce 50,000 planes, 10,000,-

1000, tons " of * shipping and ‘other

paraphernalia of war in propor-
tion,' everyone including the Ger-

mans—especially 'the Germans—|’

thought that this was a piece of
outrageous and transparent  ef-
frontery. But business and indus-
try got together and underwrote
this grandiloquent promise and
the result staggered civilization. It

is not an oversimplification to say

that American business; groggy
from the onslaughts of every hot-
eyed demagogue  physically. able
to climb on a soap-box, changed
the course of world history, This
is a fact recognized and ' stated
everywhere on 'the planet. It is
the solidest fact of the war, It
cannot be denied.

I am not going to oppress you
with a lot of figures but I like
to remember that within a period
of three years starting ' almost
from  seratch, American industry
built 300,000 war planes, 100,000
tanks, 2,400,000 trucks and other

(Continued on page 2226):

i
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Bureaucrac A National Menace

By HON. KENNETH S. WHERRY*

! *U, 8. Senator from'Nebraska g :

 Asserting bureaucracy in Federal government is a serious menace to.. 4

- our freedom and economy and perverts our political ideas, Senator
Wherry points to retention by Administration of warime powers a$ -
indicating "aim is to’ centralize power in.Executive and . destroy

- republican government. " Calls growth of bureaus appalling, and

. attacks deficit spending as instrument in maintaining bureaucratic
controls, - Contends Congress has' surrendered - its treaty ‘making™
powers and that our whole internal economy and our society are s
dictated to by external commitments to foreign countries. ' Warns -,

s

leadership,

Bureaucracy has become a national menace.

to.which you are.already alert 'and "about which I shall speak.
Bureaucracy ® e &

.forces of tyranny have becn set in motion, and calls for a mew ::

“This is the danger

now threatens
to 'destroy
what ‘remains
of our consti~
tutional - rep-~
resentative
government, -
and ;our ‘free
enterprise
system.

Surely ' we
are agreed
that our boys
did  not lay
down :their .
lives and pour .
out their
blood to help »
America go totalitarian.'If we are
to secure for the future our Amer-
ican way of government, economy,
and society, we must now mobilize
Americanism,

America is at the crossroads. At
the end of the road we are travel-
ing, lies further concentration of
power in the Federal Government,
and the final surrender .of “our
traditional liberties to an insidious
totalitarian power, which is only

Sen. K. S. Wherryv‘

*An adress by Sen. Wherry be-
fore the National Paper Trade As-
sociation, Chicago, Ill, Oct. 17,

1946,

an ancient tyranny lurking be-~
hind a modern ‘mask. Down the
other road, which is still open to
us, lies'a return to a free economic
system, free institutions, free la-
bor, and the  restoration of ‘our
constitutional . representative re-
public,
i'The basit issues' involved. in
these decisions..cannot be under-
stood by bandying about such po-
litical catch-words and phrases as
progress versus reaction, liberal-
ism - versus  conservatism, isola-
fionism  versus:iinternationalism,
'or even socialism versus capital~
ism. These are the stock-in-trade
catch-words of propagandists,
whose sole purpose is to confuse
ithe American' mind to the point:
of frustration and chaos. el
These  economic : planners ' and
propagandists. themselves ~the
blackest reactionaries, claim' to be
the greatest liberals, the greatest
champions' of liberty, the greatest
humanitarians, the " self-anointed
saviours, the men of peace. Their

chorus of - self-acclamation’ “hast
now become a meaningless chant.
Logical discussions become lost in
pandemonium. T h e American,
people are in such a state of con-
(Continued on page 2232) *

New Issue
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This announcement is not an offer of securilies for sale or a solicitation of an offer to buy securdlies.

220,000 Shares
- Standard Brands Incorporated

- $3.50 Cumulative Preferred Stock

(without par value)

- This Stock is i)éiﬁ‘xg.(;ﬂe;;ci b; >lhe Com{aﬁf m excinnge for its-
outstanding $4.50 Cumulative Preferred Stock. :

Price $98

per share

plus accrued dividends from September 15, 1946

y 5
¥ ot Bk

DillOn,vRead & Co. Inc.
Goldman, Sachs & Co.
Lazard Freres & Co.

¥ a

- Union Securities Corporation

Harriman Ripley & Co.

Incorporated x

Coptes of the prospectus may be. obtained from such of the undersigned.(who are among the under-
« wrilers named in the prospectus) as may legally of fer these securilies under applicable securities laws.

Blyth & Co., Inc.
Kidder, Peabody & Co.

Smith, Barney & Co. . -Stone & Webster Securities Corporatio.n
W E. Hutton & Co.

S

» October 25, 1946 ;




'THE COMMERCIAL & FINANCIAL CHRONICLE

P
%

~Thursday, October 31, 1946

Railroad

Securities

.. Securities of Missouri Pacific and its affiliated ‘companies. have |
come in for a substantial amount of speculative interest during the
past week. This interest has extended all the way from the highest
ranking bonds in' the system' down to the old stocks of Missouri
Pacific ‘'which in reorganization plans approved by the Interstate
Commerce Commlssmn have been eliminated as having no value nor
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equity in the'properties, The an-
nouncément that no appeals had
been made on the‘court approval
of payment of interest - on the va-
rious sénior ‘mortgage bonds was
in part responsible for the recent |
reawakened speculafive ‘interest|
“in ~system ' seclrities, .. Probably |
more ‘important, : however,  have
been the reports that a revised

| plan' is under-discussion.

It has long been recognized by
parties interested in'the Missouri
Pacific that the ‘plan now ‘in‘the
courts ‘has become obsolete, It
had been hoped -that the :whole
thing  would - becore  academic
through enactment of ‘new reor-
ganization - laws -such: ‘as. ‘the
Wheeler-Reed bill. When the bill
was vetoed by the President, how-
ever, and even though ‘it is ex-
pected that a substltute bill will
be presentéd in the ‘new Congress
when. it convenes, it became ap-
parent that some steps would have
to'be taken independently in the
case of ‘Missouri Pacific to give
recognition to the ‘many /changes
that had taken plade subsequent
to formulation ‘of the present In-
terstate .Commerce Commnssxon
plan. u

- 'The: most obvxous necessﬂzv for
a change in the plan’arises from
the fact that in the interim ‘since

*| it -was drawn up the company has

paid off.in cash a number of the
senior claims, including the Iron
Mountain bonds and the bank and
RFC loans. It'is contended, and
with considerable. logic, that inas-
much- as the capitalization origi-
nally set up by the Commission

no reason why it should be further
reduced by:these retirements. Se- |
‘curities :. originally . allocated - to
these retired claims should be re-
,allocated to the claims which still
iremain outstanding. Furthermore,
it was obvious in view of general
market conditions that a 4% cou-
‘pon was not justified on the new
| first mortgage bonds." Other roads
emerging from . reorganization
lwith 4% first mortgage bonds had
| been ' able ‘to’ refund -them with
13% coupons.

i A reduction in the coupon rate
on -the new first mortgage bonds
| would .naturally ‘allow the distri-
| bution -of a substantially greater
i face amount ‘of  the bonds to old
securlty holders ‘without increas-
ing the fixed charges' above the
level considered sound by the ICC.
Adding to this the securities re-
leased by payment in' cash of
senior obligations would naturally
allow. far more liberal treatment
of-all. of 'the old.securities. in a
revised ‘plan. ' Talks “along this
line, as well as ‘discussions as to
the feasibility ‘of utilizing ‘addi-
tional “ cash ' further  to ' reduce
claims by calls for tenders of out-
standing bonds, were started
among the major bondholder: in-
‘terests of the Missouri ' Pacific;
Thternational-Greéat Northern and
New :Orleans, Texas & Mex1co
‘some ‘time ago.

The details of the dxscussxon
have not as yet been made public.
Nevertheless, it is ‘an open secret
that con51derable progress - has
beén. made  in. these negotiations
4and ‘that at least.a general pat-
tern has been set up. Apparently
it ‘has definitely been decided that
a 3% %-coupon will be put on.the|
new  first  mortgage ~bonds: and,
‘also, that the new fixed charges
Wwill be képt within the limits pro-
posed by the ICC in its reorgani-
zation plan.: Holders of the Mis-
souri . Pacific first ‘and refunding
5s will . be expected, as. in; the
‘earlier plan, to compromise a por-
tion of their claim’ for interest.
Present plans are to offer the first

was thoroughly sound there was’

and . refunding 5s $100 in cash,

i Connecticut
' Ry. & Ltg. Co.

Common Stock

Circular upon request
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| field.- ‘
“ltaindy - that the' Department 'of‘

and $550. in serles “A” income
bonds. ;

First. mortgage bonds of  the
controlled New Orleans, Texas &
Mexico ' are to be offered 'their
back interest in cash and par for
par of principal in a'serial issue
of the new blanket first mortgaze,
Holders ' of ' the Missouri Pacific
secured '5%s (secured by New
Orleans, Texas & Mexico stock)
are expected to be offered $200 in

| cash ‘and practi¢ally : all . of the

balance of ‘their claim  in" $1;500
of new income bonds. Presumably
this income bond ‘would rank
junior to the income bonds to be

| $650 in new first mortgage 3l%s I joffered  the Missouri- Pacific first,
‘and refunding 5s. According to
‘most recent reports the Missouri

Pacific general 4s would be ‘allo~
cated 7% shares of new preferred
stock and 6% shares of new class’

SA” ‘common, By this method of,
.allocation of securities it is antlcl-

pated that room will be found in:
the new capitalization for partici=
pation of the old Missouri Pacifi¢
stocks, presumably through ‘issu=
ance. to both' the preferred and
common of new class “B” stock. It
is ‘expected that the full details of
the new .proposed compromlse"
plan may be niade public shortly. !

b

New Deal in Railroad Management Demandedé

Editor; “Commercial & Financial Chronicle”:

As a stockholder in ‘several railways, I was much concerned Wlth
the, extremely pessimistic views récently expressed publicly by the
pre51dents of the New York Central and Illinois Central and a Vice-

President of the.Pennsylvania,

In the days ‘of the Roosevelt des

bression we' were told -by railway officials ‘that volume of traffic
would solve all their problems. Now, it appears, their problems havé

more than kept pace  with their®—

traffic, and the greatest volume of
busmess in all. history - cannot
produce- ‘a. profit for the -stock=
holder.- ..

“-Tt is ‘a.rule in other .important
industries that when -a chief exec-~
utive cannot solve the problems of
his company he is retired or‘asked
to resxgn by the directors, and his
place is taken by a younger man
who ¢can see the opportunities ‘as
well as the dlfflcultles, and ‘who
believes: he -can- so}ve the Ilatter
and realize the former.; This plan
might be :adopted ‘by the railways
with’ ‘good results. . Another, dis-~
adyantage of the rails s that the
President is usually quite old; it
has taken most of ‘his life ‘waiting
for; other men to die; while with
industrial ' corporations, younger
men: . who. show' conspicueus abil-
ity are often advanced rapidly to
chief positions. h

Still ‘another 'disadvantage ‘of
the roads: is that ‘the chief ‘execs
utives usually have but little f17
mancial interest in the propertles
they manage, and lack the person.
al ‘incentive - that ownership “af<
fords. No man with ‘an 1mportant

financial stake ‘in his busmess
could  possibly - be 50 pubhcly
Dessimistic ‘as Some of the gld,'
mén in the railway business have
been. i b
Perhaps ' the. Interstate ‘Com=
merce Commission should extend
its jurisdiction’ still' “further, and
insist ‘on ‘the retirement of any
railway president when he teases
to be ‘an optimist on the rallwa

business,
E. E. ROGERS
Redwood ‘City, Calif,

Letter to the Editor:

Dept. of Jushce'Fmds It Is Not Easv fo Prove
Underwriters Are Violafing Anti-Trust Law

- By EDMOUR. GERMAIN
lnveshgators themselves may have own ideas on subject but find
it -difficult 'to gather kind of evidence to bolster their position that
will stand up in court. Department has spent years trying to build
up an airtight case ‘against ceértain alleged monopolistic practlces,
centering around what it believes to be highly restrictive price- -

ﬁxmg, throughout underwriting industry. . Grand Jury now assisting

)

in investigation. Now appears ‘earliest Department can come to any
decision : regarding :what it should do -regarding practices in the
underwriting field is around first of year,

The Anti-Trust Division of the Department of Justice is pams-
takingly gathering a mountain' of evidence ‘on the practices of the'

underwriting fraternity in an ef-®

fort to dxscover,‘ if -~ possible,
whether monopoly in any of its
phases exists anywhere in the

1field. !

It is becommg plainly evident
that “ though’ the ' investigators
themselves may have their own
notions on .the subject, it is ot
at all easy for them to gather the
kind of evidence to bolster their
position.. that. will: stand - up fn
court. The Justice Department has

| spent. years trying to build-up“an

airtight case against certain: al-
leged monopolistic’ practices, c

tering around what it belleves to
be highly restrictive price-fixing,
throughout -~ the underwntmg
Patience is one thing cer-

Justice has in great abundance
and, if ever it feels itself’ able
to “institute suit, the unhappy
victim or: victims of its  action
will ‘undoubtedly have to face a
heavy: legal barrage which will
probably: include a lot of the ir=
relevant -along. with .the relevant;
After all,much that ‘transpires in
the mvestment banking field is

 subject to-a wide Iatitude ‘of in=

terpretation.  .As yet,  however;
there are 1o clear signs the De=
partment of ‘Justice has made any
~ | appreciable headway 'in its work
on. Wall Street ‘and ‘other under-
writing ‘circles.

The . investigation has now
ear'""" “a Crand | Turv stage

(Contmued ‘on page 2249)
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-Matus of Savings Bond Program
e By HON. JOHN W. SNYDER*
» : * Secretary of the Treasurer
Treasury Secretary, after outlining objectives of savings bond pro-
gram as: (1) a wider distribution of the public debt and (2) as an -
aid against inflation, states that although in first three-quarters of
year purchases: exceeded redemptions by $900 millions, sale. of
E Bonds fell short of redemption by about $800 millions due

mainly- to -liquidation by small

denomination . holders. :Ascribes

declines in sale of E Bonds to disturbed conditions and to shifts in
: employment, and urges more emphasis on payroll plan. _
The savings -bond ‘program of the Treasury Department is very:
close to my heart. It is a program that I am always happy to discuss.

But, first, I¢-

want to ex-
press my sin—.‘
cereapprecia-!
tion of what
you people
-and theorgan-'
izations
wwhichiyou
represent’ are:
doinig to. for-!
ward this pro-|
rgramyisand:to;
thank the bus-;
~.iness concerns,
of “this' com-'
munity which'
are continuing:
ik active payroll
‘savings plans. Often at consider-|
‘able expense to themselves, these!
“eoncerns . are: performing 4 patri-|
-otic service and, &t the same-time, !
‘are doing their employees a- real:
-favor,
~ The Treasury Department has
‘lwo main objectives in promoting
.‘1he sale of savings bonds. The
first is to continue and, if possi-]
ble, to further the wide distribu-
tion in the ownership of the pub-

John W Snyder

*An address by Sec’y Snyder at
Savings Bond Rally for industrial

workers, St. Louis, Mo., Oct. 23,i

lic debt. In doing this, we main-
tain an important element of sta-
bility in our economy. - ..

“We all have many ties linking
ius with our country. We are cit-

izens and we are taxpayers. Most |-

of us are voters. Many of us have.
fought: as soldiers::“When ‘we’are
als6::bondholdérs”it adds another:
strong, enduring tie to. those . al-|
ready “existing:'It. gives us- anij
other common interest. It makes
|for better citizenship .and for a

 more -thoughtful consideration off

national "problems. Keeping the
ownership of the public debt wide-|
ly distributed is, therefore; one of|
; the major objectiyes of .the sav-
. ings bond program.

{ ' The second major objective of|
| the savings ‘bond program is to
aid in' combating @ inflation: It/
does this by drawing purchasing
power off. the market at a time
»when goods are scarce—saving it
| for a time when they will be
abundant. The purchase of sav-
ings bonds defers spending from
the ‘present, when it would con-

{ tribute to inflationary pressures,

to the future, when it will help
'to maintain full employment.

t  Buying bonds now is like stor-

ing up  the waters of a spring
(Continued on page 2247) .
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Future of Textile Decontrol
; By JOHN D. SMALL* ;
Administrator,  Civilian ‘Production Administration

CPA chief asserts production contiols will be relaxed just as fast
as possible;-consistent with well-being of nation. Contends, al-

though textile production has beer on upgrade, there is still short-

ages both in industrial and consumers’ goods, and heavy demands
for textile will continue, Warns producers against seeking inot-

dinate profits because of shortag

face of domestic shortages, on ground they obtain for us needed

foreign materials. Sees no basis

es, and defends textile exports in

ifor business slump in fature and

concludes best way to convincé people’ controls-are mo longer

needed is to produce and sell a m

aximum of fabrics mostly needed.

' You have asked me to speak on the future of controls in the

:'cotton textile industry, My positidn on that subject is so well known

I hardly need

Trepeat it, I be-

lieve whole-

heartedly in

relaxing con-

trols just as-
fast ‘as. ‘poss’
sible - cons.s-

tent with. the

well-being  of

the nation. So

long as I am

Administrator

‘of . CPA, .that
Will | be' i

yevoking: b

Women’s’ style-

* order, Li-85. You st ¢
that the othef' textile control§ ure
being : continyously: re-examined
$o_that’rioné of them will-be re-
need., AN

/.. Of ‘cblitse, ; we iy  disagres
“dbout ‘what this “point of “actual
need” means; What ‘is -useful 1o
you might mot -be. useful to" a
farmer in Kansas, a workman in
Pittsburgh; - or - a. - housewife " in

iw;‘An address. by ‘Mr,' Small be-
fore Cotton Textile Institute; New

tained beydnd the point of aetual |

Peoria. . CPA must consider these

| | matters from the standpoint of all

groups in the nation and make
its decisions according to the vest

| people:

ithe cotton {extile industry for at

S00R. ST e R
~ Background of Controls . -
Let me sketch briefly’ the.back-
‘ground ‘of ‘the ‘controels’ whieh now
‘affeet your .industry:) :1.-99;- the
'loom freeze; first came:into being
iin- April-of-1942. when :shortages
iof . specific  fabries. for .military”

cesses in the Far East, and the.
drop’in burlap . shipments which

-+ York City; Oct. 23, 1946,

€

(Continued on page 2243) .-

| interests of the largest number of |

. I'm glad to be able to fell you, |
ihowever, that the . recommenda- |
(tion made by our consultants from |

ileast partial .lifting .of - the .loom |
Jeontrols.in Order L-99 has been |
i'rec_eiving -careful - study. ‘A pro-|°
.| posal “outlining. their-recommen= ||}
'dations ,is ‘circulating -this:week | [} | :
among the various -other govern-.||{:

iment, agencies - concerned.” with:|i]
| textile problems, and 1 hope that ||
cohcrete action will'be taken: very. |\l

uses first began to be felt seri- |,
ously. .The early Japanese suc~ |

resulted,: forced ‘the -government ||
to  establish + it§ first production ||

1 ] 4

Dime Savings Bank

At a meeting of the Board of

Trustees: of The Dime Savings

Bank “of ' Brooklyn, ' George  C.

Johnson was elected to the Office:
of President
to fill the va-
cancy recent.-:
ly: created by,
the sudden]

loss of the late |-
Mr. Philip A.|"

Benson.

Mr. Johnson
has been- as-|
sociated with
“The Dime”|
since 1917,

~and h.as

served in;

various - offi-!

+.cial = positions’

including that |

Py .0f 'Secretary
uly, 1929 to January, 1932,

.Treasurer from January 1932 to
June :1946, and ~Executive  Vice|

President. since ' June 1946. . Mr,|
Johrson  has - dlso served as a|
member: of the Board of Trustees!
since January 1932.

Active in- civic,  philanthropic|
and financial = circles  for many
years, Mr, Johnson now is Execu-
tive Vice President and'a mem-
ber ‘of the Board of Regents of
The Long Island College Hospital
and.is serving at the present time
as General Chairman for Brook-

lyn of the United Hospital Cam- |

paign. He' is Treasurer of the
Polhemus Memorial Clinic anhd a
Director of the New York Congre-
gational Home for the Aged:

He 1is a 'former Chajrman of
Group 'V of the Savings Bank
Association of the State of New
York, and has held various other
chairmanships  in. banking -and
real estate circles. :

.The Dime Savings Bank of
Brooklyn, is the largest savings
bank in Brooklyn, and the fourth
largest in the United States, serv-
ing ‘over-260,000 despositors with
céposits of more than $385,000,000;
Total resources exceed $440,000,-

Young fo Stay on CAB

 The: reappointment by Presi-

.|dent’ Truman. of <Clarence : M.

Young“as a member of the Civil
Aeronautics Board was announced
in Washington on Oct. 24, accord-
ing to advices from the Associated

.| Press.

Johnson President of

The Battle

ness and concludes industry must

“ By LT. COL. RALPH K. STRASSMAN* i
Vice-President, Ward Wheelock Company Kl

Asserting indifference -and lack of understanding are responsible -
for many past and present troubles, Col. Strassman urges business

should sell itself to .the public, and not be merely satisfied with

making and selling things. - Attacks rule-or-ruin trade-union policy
.and_promotion of class and group dissensions that stifle individual
initiative, and contends business has been blamed for dislocations
and hardships produced either by abnormal conditions or unreal-
istic government policies. -Defends past and present record of busi-

i

battle against ignorance.

The contribution which I would like to make to' your thinkiﬁg
about the present and future problems of American business deals

> primarily with ¢
2 a fundamental
aspect of eco-
nomics—the
human ele-
ment. This is
an item which
does not ap-
pear on a bal-
ance sheet or
a-profit and
. loss:statement,
but which iin-
timately af-
fects them.
Indifference
to and lack of
‘understanding
of the impor-
tance of the human element are
directly responsible.for many of
our past’ and present troubles.
What we.do about it now is going
to ‘'determine the fact of the free
competitive system, and therefore
the fate of individual and politi-
cal liberties in. America. v
Since T have spent most of my
life' in' the editorial, advertising
and publie relations  fields, ' it is
natural for me to be ‘especidlly
conscious of human realitiesinre-
lation to economic théér’y and: bus-
iness practice, and to feel the
necessity for integrating the tech-~
piques of these operations with all
phases of business activity. Pub-
licity, is not merely the’ icing on
the business cake—it is the basic
ingredient which has made possi-
ble the mass production and. dis-
tribution of the tangible -goods
and the intangible ideas which

*An address by Col. Strassman
 at the Fifth Annual Conference of
the Institute of Internal Auditors,

Lt. Col. Stra_ssman

make up what we thing of as the
American standard of living. '
We are inclined to visualize this
in terms of the material comforts
and conveniences which sharply
differentiate .average = Americans
from. the rank:and file of other
countries, But -even more impoxr—
tant,.to my mind, is the idea of
the individual’s: right to aspire to
self-improvement - and-.. self-ad-
vancement through his own ef-
forts as a free man—not as a too}
of state or party. e W
The development of production
and .distributive techniques alone
cannot create mass markets. There

edge of and desire for more and
better'goods and services. Product
ddvertising has proved to ‘be a
successive and economical tool for
giving information. and stimulat-
ing the wish to buy. In the same
way, institutional or goodwill ad—-
vertising - has  influenced - human
attitudes and beliefs. :

Business  Should Sell Itself  te
Public

It is ironical that American bus—
iness- has, to date, made little use
of this trustworthy. instrument to
sell itself to the public, The story
of how our business system works
—what it has done and what it
can do in the future for the aver—
age family—must be presented so
that all can understand. ¥
The’ science of economics and
the operations of what we call
the .profit system are. intimately
associated with human realities—
the getting of a living, the found-
ing of a home, the educating of

| New York; Oct. 7, 1946, .

(Continued on page 2239)
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~oTIs & Co,

i October 29, 1946

. This announcement is not an offer to sell or a solicitation of any offer tp buy these
securities. The offering is made only by the Prospec;us..

$25,000,000

Pacific Gas and Electric Company

First and Refunding Mortgage Bonds
Series P, 23,%,, due June 1, 1981

Dated June 1; 1946

- Price 100.50% and accrued interest

o

% ‘The Prospectus muy be obiained in any State in which this arnouricenteiit is tirculated:
; jrom only such of the undersighed dfid-other deatets asnidy .
lawfully. offer these securities: in- stich Btite: i

)

: ' BLAIR & CO.; INC:

WM. E. POLLOCK & €O, INC.

’
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must also. be mass purchasing «
power plus a widespread knowl- -
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Bank and Insurance Stocks

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

As we approach the close of 1946 it is of interest to examine the
trend of significant bank assets and other bank figures during the
first three-quarters of this year and to compare them with similar fig-
ures during the same period last year,

In Table I aggregate figures for a -group of 15 leading New York
City banks, as reported on their quarterly statements of condition for

1945 and 1946 are presented.

5 'TABLE I
Fifteen New. York TCity Banks

Date— Deposits
$25,155
23,7117
26,514
24,599

- .Loans & Total Earn~
U.8: Govts Discounts ing Assets
(000,000 Omitted)
$15,780 $5,416 $22,451
15,195 4,608 21,120
15,967 6,629 23,990
22,034

Cash

. $4,678
4,587
4,541
4,664

Quarterly average: 1945_.__" ' $24,996

28,163

25,790

25,808
23,960

14,947 5,534~
$22,399

$15,472 $5,547
16,003 6,878 24,362
15,033 #.6,953 23,468
14,232 - 6,086 21,762
20,514

‘Quarterly Average: 1946....
Per cent change..:

$25,930
+3.7%

It will be noted that, despite the
deeline in deposits since the end
of 1945, ‘their average quarterly
volume thus far in 1946 is 3.7%
higher than was the case in 1945.
The decline in government hold-
ings this year has been uninter-
rupted, and' has resulted in a
quarterly average 5.6% below last
year. This loss, however, has been
offset by an increase in loans, as
ig indicated by average loans and
discounts being 16.1% higher, and

this ‘has -carried through to total

earping - assets, which are 0.6%
higher, Cash also is: higher this

13,133 5,836
$22,626

$14,600 $6,439
~5.6% . +16.1% +0.6%

year, which would imply that the
banks have not been quite as
fully invested as in 1945, This im-
plication is substantiated by the
fact that average total earning as-
sets represented 89.6% of average
dep051ts in 1945, whereas thus far
in 1946 the ratio of these averages
has been 86.9%.

Further study of the compara-
tive position: of' the banks this
year vs. 1945 is afforded by Table
II, which presents figures as re-
ported by New York City Member
Banks, on dates nearest to' the
even quarterly dates.

TABLE 1L
New York City Reporting Member Banks

U. 8.
.- Date—

$15,060
14,948
15,481
14,824

12-27-1944 .
3-28-1945_

‘Government

Commercial Total Loans
Loans All Loans = Investments
(000,000 Omitted)
$2,464 $! $21,724

5,521

4,463 20,524

6,247 22,824
21,434

“Quarterly average: 1945.._. '/ $15,078
15,249
14,869
14,289

13,108

5,361
$5,398 $21,626
6,838 23,817
6,796 22,765
21,182

5,845
5,657 19,940

Quarterly average: 1946 . ‘$14,529

Per cent change_.:

It will be observed that average
gevernment-holdings are 3.6% be-
low 1845, campared -with —5.6%
for the 15 banks: " Commercial
loans are 29.5%  higher, but “all
loans” are :16.4% higher, :which
compares with the 16.1%  of the
15 banks for loans and discounts.

Total loans and investments are
o 2

" $21,926
+1.4%

$6,284
+16.0%

$3,027
+29.5% ;

1.4% higher as. compared thh
0.6% for total earning assets of
the 15 banks.

One would conclude from ‘these
flgures ‘thatnet overating’ earn-
ings of " New :York City banks
should, ‘in most" cases, bé at least
as favorable in 1946 as they were
in 1945.- Operating expenses are

BANK
and

INSURANCE
~STOCKS. .

—_—

I.alrd Blssell & Meeds

New York Stock Exchange.

’mBBDADWAY NEW YORK 5, N. X.
Tetephone: BArclay 7-3500

Bell Teletype—NY < 1-1248-49

(L. A. Gibbs, Manager Tradine Denartment’

NEW JERSEY
SECURITIES

J. S. Rippel & Co.
Established 1891
18 Clinton St., Newark 2, N, J.
: MArket 3-3430

N. Y. Phone—REctor 2-4383

GEYER

NEW YORK 5:

. BOSTON 9
99 Post Office Square
HUBBARD 0650
BS-297

CHICAGO 4
231 5. LaSalle Street
FRANKLIN 7535

CG—IDj

‘Hartford, Enterprise 6011

WHOLESALE MARKETS IN
BANK and INSURANCE STOCKS

INCORPORATED

WHITEHALL 3-0782 NY 1-2878 Tt

LOS ANGELES 14  SAN FRANCISCO 4
412 West Sixth Street

PRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO,
CLEVELAND, PHILADELPHIA, LOS ANGELES, SAN FRANCISCO

TELEPHONES TO:
Providence, Enterprise 7008

& (0.

67 ‘Wall Street

Russ Building
SurTen 6567
« SF-573

MicHiGan 2837
LA-1086

Portland, Enterprise 7008

| higher, but a greater proportion

of -earning , assets . this . year .are

\| represented by commercial bor-

‘rowings, which net more profit to
the banks than do government
“porrowings.”. For example, in
1945 governments held by the 15
banks ' represented 69% -of their
total earning. assets, while  this
year they represent 64.5%; loans
and discounts, on the other hand,
_represented . 2. 3% in 1945, com-
pared with 28.5% this year.
Turmng to the member banks,
it is found that in 1945 govern-
ments represented 69.5% of total
loans and investments, and 66.5%
in 1946; commercial loans repre-

sented 10.8% in 1945, but repre-
sent 13.8% this year,

It is, pertinent to note further
that since Sept. 25, 1946, commer-
cial loans of member banks have
moved from$3,433,000,000 to $3,-
574,000,000 on Oct 23 1946.

The 15 banks used in this study
are: Bank of Manhattan, Bank of
New ' York, Bankers Trust Cen-
tral Hanover, Chase Natxonal
Chemical Bank & Trust, Corn Ex-
change, First National, Guaranty
Trust, Irving Trust, Manufacturers
Trust National Cxty Bank, ‘New
York Trust, Public National and
United States :Trust. g

Underwriters Encouraged by
Caffrey’s Red-Herring Plan

(Continued from page 2203)

waiting period is, of course,

meaningless, {

We would like the SEC to grant
the underwriters permission to is-
use - a red-herring prospectus,
based - on  the information con-
tained in the original registration
papers, immediately on registra-
tion. - We would make use of the
document mentioned by Mr, Caf-
frey for the purpose outlined by
him but we do not think it neces-
sary to attempt to reach all per-
sons who might possibly have re-
ceived a copy of the red-herring
prospectuts.  In  the very first
place, there is no way of knowing
really just who  did actually get
the red-herring prospectus. A
red-herring prospectus can have
a circulation . unknown to ‘the
underwriting house. Persons who
receive a red-herring prospectus
pass it on to others and trace of
it “is lost.  Underwriters should
very definitely have the responsi=
bility of making sure that a cop¥y
of the document reaches every
person being solicited to buy or

-| who himself seeks to make a pur-

chase. ' No ' practical point is
served by . attempting to get
copies of the document except to
those who are actually mterested
in buying,

It is also mcoﬁsmtent for the
SEC to -insist on the widest pos-
sible ' distribution ‘of ' the red-
herring prospectus, as Mr, Caffrey
oroposes, and at the same time to
prohibit an underwriter or dealer
from soliciting business. The wid-
est: possible distribution of a red-
herring ‘can only be interpreted
as solicitation.

We realize, of course, that it is
not always 'the SEC’s fault if de-
lays develop  in gettin‘g out the
first letter of comment in time for
an early distribution of the red-
herring prospectus.  Congress has
saddled upon the SEC the respon-
sibility- of administering six Con-
gressional Acts. But the SEC does
make its job more difficult than it
needs to. by the various surveys' it
undertakes and the numerous re-
ports it issues from time to time
without Congressional order.

We feel that the part of Mr.
Caffrey’s proposal pertaining ‘to
the possible: use of a- summary
should be dropped altogether. ;A
summary  is . something - about
which there should be no legisla-
tion. Just what is a summary, any-
way? . It was not the intent of
Congress to prevent the use by
underwriters of “other means” of

NATIONAL BANE
of INDIA, LIMITED

- Bankers ta the Government in
Kenya Colony and Uganda
Head Office: 26, Bishopsgate,
London, E. C,

Branches in India, Burma. Cevlon, Kenya
Colony:and Aden and Zanzibar

Subscribed Capital....__£4,000,000
Paid-Up Capital 2
Reserve Fund £2,200,000

The Bank conducts every description of
banking and exchange business X

Trusteeshins and Fvacutorships
also undertaken

disseminating ' information' aboot
coming new stock issues to pros-
pective customers, A summary is
too. much in the “twilight zone” to
be anything very definite, Under-
writers should be able to reply to
business questions -of their cus-
tomers  without : the ' necessity of
first having the text approved Ly
the SEC. . :
Comment No. 8§

Mr, Caffrey’s proposal is a very
definite step in the right direction
but it does not go far enough.
think " that, just as the IBA sug-
gested to a Congressional commit-
tee five years ago, underwriters

'should be permitted to discuss a

new issue “with any one of the
customers - they feel: would be
interested—short of executing any
actual contract or sale—anytime
within the 20-day waiting period.

As the system works now, out-
of-town investors especially get
little if any chance at all to par-
ticipate in new offerings. Issues
that are sold out in 15 minutes,
for instance, do not become avail-
able to the man who, being some
distance from the active market,
doesn’t hear about it in time. And
hearing about it involves, receiv-
ing .a copy of the prospectus!
Many: investors- are literally fro-
zen . out. of désirable markets in
this way, -The thing just doesn’t
make sense.

numerous complaints from these

investors and so understands the
situation thoroughly. 5 :
~ Just as the IBA argued before
the Congressional committee, I,
too, feel that any company whose
securities. are listed on an. Ex-
change should not be required to
state anew the nature of its busi= |
ness and to divulge details of its
financial = condition. © The ' SEC
pointed out at that time that a re-
vised statement was necessary
because the business conditions of
a company can change with the
years, However, most if not all
these ' companies issue regular

statemernts of financial condition’

and investors can obtain all the
data they want from them now.
Besides, just who does read. all
the statistics put out by any relia-
ble company floating a new issue?
Investors just take it for granted
that:their business affalrs are all
in order.

It doesn’t appear.to me that:Mr.
Caffrey was too serious 'in sug-
gesting the possible .use of  a
summary in connection with a
red-herring ' prospectus since  he
practically answers his own ques-
tion in the inegative by . citing
what he thinks are disadvantages
to its.employment. I believe the
SEC-hag the legal right to permit
the use of the red-herring pros-
pectus as suggested by Mr. Caf-
frey—or in. some other modified
form—without any' change in the
law.

1 always d1d think that event-
ually the SEC would change its
attitude toward the underwriters.
For too long now, there have been
too many - people in Washington
and Government circles generaily

‘who thought that the underwrit-
Morality

ers were a lot of crooks.:

The :SEC has had |;

is- somethmg that can not be leg-
islated. But if - the truth 'were
known the average level-of mor-
ality in-business conduct. among
the ‘underwriters is: higher than
the average for Washington. « All
that Washington has been+able to
see is the spread, representing the
so-called profit, of our business.
Washington has thought that just
no effort at all had to be expend-
ed to get this money. 'In its cal=
culations, it did not give sufficient
consideration - to  the  frequent
losses. which - the underwuters
themselves must bear,

Comment No. 9

The ‘SEC should permit syndi-
cate managers to make specific ar-
rangements. regarding  the exact
partlclpatlon which all houses are
to take:in any new issue once it -
is registered.. This has a bearing
on what Mr. Caffrey is proposing
in that each of the various mem-
bers of a 'syndicate group' would
then know in advance just how
far it should go in distributing the
red-herring prospectus whlch it is
ready to pass out.

Comment No. 10

Mr. Caffrey’s proposal is a short
step in the right direction. As E
see it, by the time the SEC for-
wards its first letter of comment,
very little opportunity remains te
distribute the ' red-herring pros—
pectus in the thoroughgoing,man-

1 |ner Mr, Caffrey would like to see

it done. Our Boston office is pre-
paring a letter to Mr, Caffrey in
which, among other things, the
desirability of permitting the use
of a summary in advance of.a
red-herring prospectus is pointed
out, This summary, we  feel,
should be distributed at the time
of registration.. In general, though
the proposition advanced by Mr.
Caffrey does not go as far as we
would " like, - we ‘areinclined’ to
go along with it. This is the time
for all underwriters to study the
question and to make recommen-
dations  from ' their experience,
Firms which neglect to give con-~
sideration to this matter now will
have  little basis for .complaint
later,
Comment No. 11

Stating my position as a dealer,
I want to say that the public just
isn’t" interested in a prospectus..
Consequently, I can’t see' just how
Mr. Caffrey’s’ proposal makes: a
particle of difference one way. or
the other. Customers tend to rely
on the good judgment and integ- -
rity of the: dealers. The dealers
themselves, of course, should have
such mformatlon as the customers
may want, but it is not easy for
even the dealers, despite their
store of knowledge of the busi=
ness, to interpret the data in the
average prospectus.  Ideally, the
waiting period should begin with
the day the red-herring prospec=
tus comes out. In this way the

customer would have, ample op-, , -

portunity to learn all the details
about ‘a coming ‘offering. - How-
ever, this is impractical because
market conditions can  change,
sometimes - over night.  Perhaps
the summary idea’ makes more
sense. The chief difficulty in this
whole matter, however, is that in—

vestors dlsregard even the un-

favorable data that is made very
plain to them. A recent prospee—
tus. gave the book value of the
security of the company as near
$2, The issue sold at $5 a share

and jumped in value on the mar=
ket: shortly afterward to around
$8. Now it is down to $2.50.. So
often all the information covered
in a prospectus is readily avail-
able in better form elsewhere. - It
is difficult to gauge. in advance
a public’s interest in any given
issue. Our shelves are full of
prospectuses which people never
asked for and yet, on the-other
hand, we keep getting repeated
calls for prospectuses of issues
that have long been sold out.
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I‘ree I‘.nterprlse and -
- Anti-Trust I.aws

By HON, TOM C. CLARK*
U: 8. Attorney General

Ta defending and extolling free enterprise, Atty. Gen. Clark points
out anti-trust laws were enacted to protect our system. Attacks pri-
" vate monopollshc practices and cites recent instances such as sup-

. -pression of inventions,_illegal patent licenses, division-of-territory

agreements and other cartel arrangements. Holds, however, most

businessmen, play game squarely, but insists

the trend towards concentration

“we must untrack
of economic’ power.”  Concludes

American - businessman. who plays game according to American
rules has nothing to fear, and, with removal of price controls, it is
expected business will not substitute private controls for govern-

" ment regulation.

Free enterprise is the American way.
' In Massachusetts; your heritage of freedom stems from the Pil-

grims: 'who rebelled at restraint,
plainsmen
knew the free
life. 4
Freedom of
opportunity is
great  Ameri-
can heritage,
In our free
enterprise
system, every
man has the
right to start’
his own busi-
mness.  He- has
the right to
put his ideas
and money to-
gether, to take
a chance on
making money or losing it. He is
limited “only by his imagination,
his industry and his daring: But

*Address by Att. Gen. Clark be~
fore Associated  Indusiries of
Massachusetts, Boston, Mass., Oct.
24, 1946.

Tom C. Clark
»

And in my State of Texas, the

he also has the further right to
expect that the market will ‘not’
be rigged against him and that
his competitors will not be per-
mitted to combine to destroy him.
.. This is ‘deep-rooted - American
tradition. It is our  duty, our
privilege,.to guard and to defend
it,

We Americans believe that the
free enterprise system is the best
way to encourage and to develop
new ' industries, - to  advance  art
and science, to raise the Ameri-
can. standard ' of living, to dis-
tribute. the most goods to the
greatest number of people at the
lowest ' cost, and  to assure the
preservation -of our democratic
form of government. We have
never waivered in this belief.

The antithesis of free enterprise
leads to government domination
of business. We have seen tragic
examoles of this.

(Continued on page 2224)

Advertising
By ROGER W. BABSON :

Mr. Babson, in pointing out function of adveﬂisiné as creating de-
‘mand, calls-attention to its responsibility for many labor troubles -

and unnecessary strikes.

Holds weeklies and papers of small cir-

culation may be better advertising mediums -than large dailies, and
.~ advocates special tax reduction on five-year advertising contracts
~ as one means of keeping advertising constant and preventing de-

pressions.

Advertising which started in a very simple manner “(largely ‘by
- patent medicine manufacturers) has become of great national and’

economic  im-
portance.” ' In
fact, it has be-
come a part
of the employ-
ment cycle
which re-
quires greater
advertising
appropriations
to cause a
demand ‘for
! goods which,
in: turn, w111
~hold up;, or in=-
-crease, the
number - em-
ployed so that
they will¢buy
more goods and keep the ball
rolling. .

Roger W. Babon

Advertlsing VS, Labor Trouhles

The above economic theory has,
however, one difficulty which is
Jargely responsible for many labor
-iroubles today. - In order to have
advertising . ‘attractive . to. make
people buy and thereby hold up
employment, this advertising must

make people - dissatisfied . -with
what they now have as well as
want things -which they do - not
“mow have. This requires . that
Families must: have more money
4n order to fulfill their desires.

In studies which I have made,

" it is evident that the wage worker

-himself often has been. satisfied

with his wages; but his wife .and |.

«children have so prodded him for
‘more money to buy more things
‘that he has been an easy prey
of . unprincipled . labor -agitators.

Therefore, although I see no rem-
edy for the situation, -advertising
is probably  directly responsible
for many labor troubles and un-
necessary strikes.

Circulation Not Everything
There is a tendency among ad-
vertising agents'to talk too much
about the circulation of the news-

papers in’ which theyv place adver-| -

tising. . Of course, it is very much
easier for an advertlsmg agency to
bill each - month one  large city
newspaper  than to " bill twenty

small papers to get ‘a given cir-|"

culation. I insist,” however, that
this is- unfair to the advertisers
who' are employing the agencies.

‘"Twenty small city papers may be

worth to an"advertiser far more
than one large-city paper with the

‘same circylation.

It is better for an advertiser to
distribute his products over a large
number of cities rather. than con-
centrate on one city. Also,thesmall

papers are read more thoroughly.|.

The average large city. newspaper
has so many pages that the reader
goes, through them hurriedly. and
does not give sufficient considera-
tion to the advertisements. Adver-
tising _agencjes: and . newspapers

have 'performed. wonderful feats;

but: they "have. not increaséd by
one small second the. available
time each day which readers have,

Remember the Weekly ' -
-'Newspapers.
Statlstlcs show that:the reader
of small city papers has more .

time and gives more ‘considera-
tion: to the advertisements. I will
‘Inot say that weekly papers are

seven times as valuable. as daily| .
papers of the same circulation, but .

surely they “have some  advan-
tages.
the day after- it is issued, but the
weeklies are read . during :seven
days.

Small town papers w111 become
more-and-more important. -Many

.|large cities have reached a maxi-

mum in populatmn Whether or
not there is a World War III, the
Federal Government must prepare
for it by encouraging decentraliza-
tion and. the building up.of the
small interior communities. . One
of the best investments. today
should be a small town daily, or
weekly, paper in a self-contained
agricultural community.

“Advertising and Taxes

Notw1thstand1ng the importance
of advertising in. keeping up em-
ployment, statistics show that em-
ployers spend the largest sums for
advertising - when . more employ-
ment is not needed, while they cut
down advertlsing expenditures
when there is' much unemploy-
ment. ' The ' average employer
seems to. do the wrong thing, at
the ‘wrong . time, when spending
money for advertlsmg

One of the best ways to: avoid
the “boom or bust” policy would
be for the government to allow a
special tax reduction-on five-year
contracts for advertlsmg expen-
ditures, ' Then, instead of spending
their surplus on advertising this
one year, with very little left for
lean'years, the advertising appro-
priations: would be ‘spent over a
five-year period. ' This would ‘do
much to prevent a depression dur-
ing the next few years.

Hinsch & Co. Incorporates

CINCINNATI,  OHIO — Charles
A. Hinsch <& Co., Union Trust
Building, is now doing business
as .~ a corporation. Officers are
Charles - A, Hmsch president;
Emery Eyler, first v1ce-pre51dent
and secretary; and Neil Ransick,
vice-president .and treasurer. All
P_/ere previously partners 'in ‘the
irm.

! Craig Hallum Inc. Formed

Craig Hallum Inc. iis engaging
in ‘the securities butsiness from-of-
fices‘at 156 East 52nd Street, New
York City. Officers are John P.
Robinson, president:and treasur-
er and J,-M. Robinson, secretary.
Mr. Robinson was formerly con-
réected with Louis H. Whitehead

0.

No one reads a daily paper|

Explams Excess Profits

Tax Settlements

Peter Guy Evans, member of Excess Profits Tax Council, tells of

work of reviewing upwards of 40,000 claims for refunds

Urges

taxpayers ‘check carefully amounts of relief claimed and pleads
. for more and sincere cooperation with the Council.

The newly established Excess
fifteen highly qualified attorneys,
pects to tunc-

Profits Tax Councxl consisting of
accountants, and: economists, ex-

tion in such a
manner as to
reduce need-
less Tax Court
litigation by
settling cases
under its own
procedure,
Peter Guy
Evans, 'mem-
ber of the
Council, and
lecturer on
Taxation  and
Finance at
Columbia
University,
stated Oct. 24
at the Fifth Annual Institute on
Federal Taxation of Rhode Island
State College at The Providence
Plantations Club.

The Council, .said'Mr, Evans, is
entrusted with: the gigantic task
of reviewing the countless issues
contained in some 40,000 claims
already filed by 18,000 taxpayers.
With claims yet to' be filed, he
predicted ' that their 'total may
reach 90,000 or perhaps even
75,000.

An administrative and technical
body, the Council has full author-
ity to interpret the law, to recom-
mend changes, and to establish
its. own rules and procedures, Mr.
Evans declared.

He pointed out that field com=~
mittees, made up of local revenue
agents with highly specialized ex-~
perience,  qualified .. background
and training in excess profits tax
relief cases, will play an impor-
tant role. in ' the settlement. of
these claims. The Council is most
desirous of promoting good ‘rela-
tions : and better understanding
between the taxpayers and the
committees, he asserted,

It is the Council’s earnest hope
to attain as.close an ‘approxima-
tion "as is possible to the intent
of -:Congress-in ‘enacting the spe-
cial “tax relief provisions.  “He
added; that claims are now being
processed  and  refunds’ will be
made -to claimants with merito-
vious  and, ‘qualifying  tax relief
cases.

The Council will not, Mr. Evans
warned, consider poorly prepared

Peter - Guy  Evans

cases. However, taxpayers wﬂl’
be given an opportumty to cor-
rect and complete claims already
filed in rough and skeleton form.

Groundless  claims, he wurged,

should be w1thdrawn in order to
devote time and effort to the
meritorious and qualifying claims.
Where a field agreement can-
not.be reached, procedure is pro-
vided for taxpayers appearance
before ‘the Council.: This is the
last step in the consideration of
claims withinthe Bureau of In=
ternal Revenue, he advised, Of
course, where a taxpayer does not
agree with Council’s decision, it
still can take its case to the Tax
Court.

He stressed’ the fact that:the
Council  will make - every “effort
1o~ settle " claims ' on reasonable
grounds, so-as to avoid. unneces-
sary. time-consuming 11t1gatlon.

He urged ‘all taxpayers to re-
consider. their claims and to .ve-
check -the amounts of . relief
claimed. Where a-claim. is un-
reasonable and inflated, it should
be. adjusted - accordingly. = Tax~
payers want the. Council to be
both reasonable and liberal. The
Council is asking the field com=
mittees to cooperate, “We ask you
to be reasonable and to continue
your  fine and sincere coopera-
tion,” he pleaded.

Danish Fin. Aid in U. S.

* Under date of  Oct. 24, Asso-
ciated Press advices from Copen-~
hagen published in the New York
“Sun” said; ‘“The newspaper ‘Ber-
lingske Tldende" reported today
that Count Bent ' Ahlefeldt-Laur-
vigen had been' appointed finan-
cial adviser to the Danish Gov-
ernment in the United States.

“Ahlefeldt-Laurvigen had been
employed from 1924 to 1942 by
J.:P: Morgan: & Co. Inc,; 1n New
York City,”

The “Sun” added:

“Count Ahlefeldt-Laurvigen left
the Morgan company in 1942 to
become financial attache to'the
Danish Minister ‘to the Umted‘
States.”

New Issue

October 25, 1946,

This advertisement appears as a matter of retord only ana' is under no circumstances to be :omtruca’ as an oﬁ'ermg
+.of these Shares for sale, or. a5 an offer to buy, or as a solicitation,of an offer to buy, any of such Shares. . i vy
; The offering is made only by the Prospectus.

130,000 Shares

Rheem Manufacturmg Company

Common Stock
Par Vall_xe $1 Per Share °

‘ 'Price $21.75 per sli:}xfe

Copies of the Pro.rpertu: may b: obiained /rom the una'm:gned only by persons. 10 wﬁom
the under.ugned may legally o offer these securities under applicable securities laws.

BLyTH & Co. INC.

hitized for FRASER
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’Appomted Branch Mg;' forf‘

Royal Bank of Canada

.The Royal Bank of Canada
(Montreal) announces the ap-
pointment of W. A. Hyndman as
manager of the Edmonton branch
following the retirement of J.-
Nickerso'n-who has held ‘the post
since 1939. Mr. Hyndman had
been assistant, manager. at . the
Halifax Branch for four' years
until 1944 and ‘for- the' past year
has been located at the head office,

o

5 P-ETRQLEUM-

By BRUCE

WJLLIAMS

Something: You Should Not Miss -

The October issue of: “Investment Company News " pubhshed
by the New York Stock Exchangé firm of’ Arthur Wlesenberger & Co.,
contains information’ of 1mportance to everyone. concerned ‘with the
prudent investment of -money. . The  facts’ presented should ' be ' of
, | particular interest to investment dealers at this time. We refer to
the 1946 management results-of alltypes of 1nvestment companles

the mutual funds.

While this information deserves
and will probably “receive -wide

‘. publicity in the financial press,

we do_npt have the space’ here|
to reproduce it in- full.” Because |
investment . dealers have a ‘'vital
interest in. the ‘sales experrences

‘| of the mutual (or open- end) in~

vestment companies, we are,quot-.

‘| ing that sectlon below. It bears the

7| heading, “Growing Conf1dence i

A PROSPECTUS ON RIZQUEST I'ROM
" » YOUR INVESTMIZNT DEALER OR

-,secumnsrss_ IES

Prospectus upon request from
your :nvesfmenf dealer. or hom

"NATIONAL SECURITIES &

-J| RESEARCH ' CORPORATION .
120 BROADWAY, NEW YORK 5, N. Y.

HUGHW.LONG & CO.

INCORPQRATED

48 WALL STREET, NEW YORK 5, N Y
LO% ANGEL it

: CUStO(ﬂian

Prospectus may be obtained
from your local investment dealer or

Tile Keystone Company_
of Boston

1if any,

| mands.
] demptlon figures are also conclu-

] Repurchases (or re-

] Repurchases

“Qur. hunch that . a study of

:| sales. of . new. securities by open:

end investment companies would
reveal somethrng or other: signifi-
cant was right. :We were impelled
to make it to-satisfy our insatiable

2 mqulsmveness as to how they had
.| held -up durmg the 'second - and

third' quarters of this chaotic year
after therr récord- -breaking $113,- |
000,000 first quarter.  Our hst of
companies, though not complete
accounted -for “about 45% of the
totals ‘reported by ‘the National
Association of Investment' com=
panies for the first quarter and

| shows what happened

‘They ' held ‘up  amazingly well,!
except . for - the ~‘common stock

j funds And we now have concly-

have been forced. to sell
securities to meet redemption de-
.The ' extremely low  re-

sive  proof of growmg mvestor
confidence  in - these ' companies.:
This table shows' the percentage
chapges 'that - took place in .the
second and third quarter over the

1’_ record hlgh first quarter for the;

three main categories of open-end,
funds.

DIVERSIFIED COMMON STOCK FUNDS

- Second: Third
Quarter Quarter !

9% Change % Changes|

from First - from First
-—13% =32
—27%. —56%

—=1%

Gross “sales.
Net:sales. n2-Choll

“demptions) -

" BALANCED FUNDS
Gross. sales..-;---; + 2%
Net sales 4 1%
Repurchases (or re-
de'notlons)

929,
—30% ;
+12%

SPECIALTY -FUNDS ..
Gross sales.

—31%
Net sales....

=315
13004,

“The” declme in gross Sales dur-
ég%/ tl%e ﬂtllllrd quarter amounted to

o for the -commaon-steck funds,
31%.7£0r . the. .sg:ectalty mndfs and
22% for the balanced’ funds. On
the ‘other hand. redemptlons (re~
purchases’ of outstandmg “shares
ky . the issuing-companies at asset
value—a feature peculiar to the
‘open-end’ mvestment' cornpany
field) “were higher only for the
balanced funds’ (12%), ‘about the
same for common stock funds,
and for the speciality funds were
30% lower-than-during the first
! quarter., Because-of this the spec-
Iialty - funds’ maintained- approxi-
I mately the same ratio (61%) of
. net sales to gross sales ag that

. demphons)

for the -common - stock ‘funds the
ratio was down from 57% to 87%
and for the balanced funds ‘down
from 82% to 74%.

“Aside from cold statistics these
. figures reyéal much about the jn—
vestors who own these shares. |
They seem to us to prove unusual’
canniness’ and stability,  For in-
stance, sales of both specialty fund
and common-stock fund shares
showed. . declines. in -the second

' 80 Congress Street, Boston 9_, Mass. _]

)

igitized for FRASER
p: //fraser stloulsfed org’/f"

quarter, while those of the con-
servative balanced funds showed

and. to the sales’ experlences Oiv
G Heg i 'a slight increase. Thls is: surely

“of temperament. = The

“shown in the ‘first quarterji-but |-

-President,

an- earlier sign of changing . in-
vestor psychology than the mar-
ket gave us.

“quuldatmn was astonlshmgly
low, especially, “in  the specraltyl
funds—the so-called. prescrlptmn-;
type. of mvestment ‘medicine’~=,
consrderlng the hectic selling tak-
ing place in_the. geperal market. |
This is an indication of ‘stability ]
London
charge“of “*volatile. temperament’
leveled at  American " investors
'generally, obv1ously cannot’ bel
applied to this. group which ap-
parently buys secur;tres for in-
vestment ' (and . not speculative)
purposes and cannot be pamcked
into dumping them.

“We are not overcome wlth sur-

prise at this finding. For a Jong |

time we have suspected that once
dealers "and their ‘clients were
sufficiently educated to the  ad:]
vantages of owing mvestment
company shares to buy them, they
“would not be easily pamcked into;
selling.. This is: part1cularly true?
‘of those investors'who are “Posi=|
‘tive :about their’ objectives  andi
preferences and: who have, bought
| shares to' match them. The man-/
agement - results -of -inyestment]
companies over long- term per10d5

prove that thls confldence is'jus=1#%

tified—and it 'is' the long term
record that counts; = 7 -

“This looks Tlike an especlally
opportune period for winning a
“flock of new ponverts to invest-
ment companies, ‘Individual in-
vestors ‘may  b@< uncommonly
‘sympathetic now to a 'plan that
involves selected ‘diversification
by professional management at |
“reasonable cost. They should be |

more aménable to the ldea of a; b
httle more conservatlsm in their i

investment affairs. The ‘advan-
tages. of investment company

--securities should bé even easjer ;| -
“'to. 'prove mow than for some |

years past. Public confidence in

them should continue to grow.” |

[The views expressed in this
article do mot mecessarily at any:
time coincide with those of the.

Chronicle. They are presentad as |~ .

those. of the author only,]

SEC Orders
NASD Admif Firm

Qyerrules ' refusal - of ;nemb I
;h;p 40 - Republic Investment:
-Company, head “of  which was
. formerly .connected with concern
that had been expelled.

The Securities and Exchange
Commission on Oct. 28 set. aside
an action of the National Associa-
tion  of Securities Dealers, Inc.,
which denied ‘membership to' the
Republic . Investment Co. of Chi-
cago and directed the Association
to admit the firm to membership.
The N.AS.D. after hearings|
during " which) the . Association
learned that A. Morris Krensky,
President of Republic, had begn
a director of Lowell Niebuhr &
Co,, Inc,, a firm which previously
had been expelled by it refused
to admit the Republic Investment
Compa'ly to . membership. . Thls
concern is at present a dealer in
unlisted securities in Chicago. Its
cfficers are’ A. Morris' Krensky,
- Harris:- 8. -Krensky,
Vice President and Ida M. Kren-

‘Jones ' B. Shannon, ‘Miller,” Ken-
‘'ower & Co.; and J. W1lllam Siler,
Siler & Co.

The organlzatron meeting of the
Club was held on"March 17, 1916,
at ‘the D. A C: and attended by

Merle J. Bowyer

possibly not-more than 12 or 15
men. . Its- objective was o pro-
maote. the 'social and educational
welfare of the bond men of De-

Douglas H. Campbell

Jos. J. Gatz H. Russell Hastings

troit, At that ‘time there was
quite a’ cleavage between’ the so-
called . bond - man an’d ‘broker ..or
stock man. But that, over' the

"Jones “B.. Shannon® . William' Siler "

i+ | years, has disappeared. and most]|,
L] f1nanc1al -houses ' .of ,
; actrve

today are
in;. both phases -of - the
busmess ne

A number of charter mtembers
are  still \active -in" the : financial
field; amot}g them being Carlton
M. ngbre, E. J.Keane, John W,

| Watling, William G. Lerchen, Mc-

Pherson’ Browning, Leshe All,mg-

| ton, Fred : Ford, Frank Nicol and
Stanley Wilkinson. Other names

which come" to mind as having
heen . partrcu&a ly - act;ve in  the
format;on and the management of
the Club’s affairs in the early days

ordon, Ernest Bend;x, Sidney
'Small, Matthew Finn, ~Julius
Peter, Wm. L. Davis, Harry. M.
‘Tingle, W. T. McFawn, A. J. Hood,
Kirck G. Bumpus,
and J. A.’ McLaughlm, father  of
Russ McLaughlin, the Dramatic
and Musical Criti¢, who undoubt-
edly inherited from -hig " genial
father some of his flare for colot-
ful and artlculate expressron
Semi-monthly noon’ luncheons
were_ held followed by brief ad-
dresses "and among .~ the ' early
speakers were Abner E, Larned
and Edgar A. Guest. '

For " more ‘than 30 -consecutive

sky, Secretary and Treasurer.

years the Club has been active in

| lIlelrml Bond Club Elecls Offlcers for 31st Year‘

Announcement has- been made of the"election of the fo]low]_ng
officers and” directors of The Bond Club of Detroit;” for ‘the. year
«1946/47 Presrdent Douglas H..Campbell, First
! tV1ce-Pre51dent Joseph J. Gatz, McDonald M
! Treasurer, Merle J. Bowyer, Palne Webber ‘Jackson & Curtis. Di-
rrectors,.in" addition - to' the. aforementloned bfflcers, are: 'H, Russell .
Hastmgs, H.: Russell Hastmgs Co.; o

of Mrchlgan Corp.;
oore & Co.; Secretary-

Ere Charles B, Hull, Jr., Frank

Herbert" Ely :

fostermg the educatlonal and so—
cial welfare of its members and
today it ranks as one. of the coun=-
try’s ' outstanding: investment
banker organizations of thig char-
acter.  Many ‘natjonally prominent

‘|industrialists, as well as financial
{and business leaders . have ap~"

peared- beforg-the: group as guest

| speakers,:and ‘plans' are’ being de-

veloped ‘for ‘an outstanding ‘ pro-
gram for the forthcoming year: |
- Dyring = World War. Il ;as " in”

World War ‘I, members of - the
1 Club devoted a sybstantial portiomn
.of . their time’toward theisalg of «
| Defense-Bonds, . bemg affiliated

with ;the banking 'division' of the
War Finance. Committee of Mrchl-
gan. . This effort: was recogmzed.
as an important factor in the:suc~""=

.| cess of the war- bond drives ~in

Michigan. ' Other members served
in"the ‘armed forces: or devoted»
full time to responsible emergency
governmental positions:

As underwrlters and - distrib=
utors of securities, members of the
Club ' have 'played :an. important
part in the development and ex-
pansion of the business, mdustrlal
and - natural’ resources:of - this

| State. " Similarly, the development

of public utilities, railroads: and
governmental énterprises has been
greatly aided,  through dlstrlbu-
tion of" securities. .

" Members include the heads, or
representatives of nearly all Gris-
wold Street investment firms. The

‘I membership . rolls . have been . .
closed at 125 and a waiting llst ol

established.

|First Colony Corp.

Offers Dumont
Electric Corp. Stock

An underwriting ‘group headed
by First. Colony Corp. on Oct.. 28
offered 94,000 shares. of ,10c par
value common  stock of Dumont
Electric ' Corp, - The- stock ‘ was
priced to the : public. at .$6. per
share. Other underwriters inglude
B..V. Christie & Co., and g H

,Drass & Co., Inc

-~ The ecompany will use the pro-
ceeds from the 'sale of 25,000
shares. of ‘the stock for the pur-
chase of property and equipment;
and .the remainder, if any, will
be added to general working capi~

 |ial.-The- balance of 69,000 shares

-is-being. sold. for the account of !
Dumont . Electric . Co., a limited
partnershlp

‘Dumont Electnc Corp has no
funded debt or bapk: loans. The
outstanding capitalization’ of the
Lompany, upon. completion. of this
dinancing, will: consist of - 345, 000
shares of loc par-valuecommon
»stock ‘out of- a total authorlzed
.issue of. 500,000 shares.” " -"*

.‘The company was mCorporated
in New York on Jan. 12, 1946, as;
suceessor {0 Dumont. Electric -Co.,
a- hmlted partnership Dumont
Electrlc qup helieves- that it is
presently one.of the: largest man=:.;
‘ufacturers of capa01tors, also com=
monly referred to as electrrc con
densers, for use in- flnorescent
starting switches and heatmg ald
devxces

For' the perlod from Jan 21,
1946 o June. 30,1946, the coms=
pany reports a net profit, after all
charges and taxes, pf $136 325.-

Two Wlth J A Hogle

(Special to THE FINANCIAL CHRONICLE)
DENVER COLO — Garald D.
Bachar and Paul L. Quammen are

.now ‘connected with J. A. Hogle

& Co., Equitable Building.




Volume 164 Number 4538

THE COMMERCIAL & FINANCIAL CHRONICLE

'Dlstnbutlon—A Key
~ To Full Employment

; By AMOS E. TAYLOR*
' Director, Office of Business Economlcs, Department ‘of Commerce

* Commerce-Deparfment economist  contends -with completion of re-
conversion and ‘with mcreasecI productlon, there will be' dynamic

shifts and distortions in consumers’ expendltures.

‘Sees buyers’

market approaching- desplte continued rise in consumer purchas-

ing, and nrges more attention be

given to selling and other distri-

bution problems. Says govemment is prepared to readjust its pol-'
icies to promote an increase in consumptlon

The industrial and technological revolutions of the past two cen-

turles have given us an increasingly efficient but compllcated mech- |
canism  fory

makmg a liv-
ing and for
achieving and
maintaining a'
- constantly ris-
ing standard
of " life. 'This’
mechanism
' has enapled us
to substitute
for: the apph—

“cation of mius- |

~cular ‘energy
“the’ utilization

of energy

taken from

the earth;
. from the sea,.
and from .. the  air. Yet  our!|:
‘experience with this mechanism!
‘has ‘also brought ‘home to us ‘the!
Hact that the more intricate it be-|

i IR S il
Amos E. Taylor

“where they were needed:-

of more than $200 billion a ‘year
by the second guarter of 1945 was
an unprecede: ated achlevemen‘ It
was basic to our winning the war
and to making it possible for our
allies'to’ contribute their.'share to
the outcome. We must remember,
however, that equally impressive

was: the: expedltlous and efflment

iransport, of goods to the places

For more 'than"a’ year we haye’
heen in what wecall the Tecon-

'Ver51on or ‘transxtlonal period. The

‘mam objective ‘of" reconversion
policy has’ been the replacement,
of output for goyernment use by
productlon for nrrvate purchasers.
Some industries: Whlch made ma-
jor contributions to: wartime’ out-
put ‘could not be ‘used or read.lly
converted to productlon for - ci-

«comes - the greater is' the danger | vili

wof its complete breakdown if oae]
or two of its wheels suddenly faill
,to function)

The ;nter—relationshxp between|
‘the production’and the distribu-
dion of goods and services has!
been placed in bold relief by our|
\vartune gexperience. The total out—'
Jut nf goods and aervrces ata rate

: *An’addres by Dr. Taylor at|
#he American’ Marketing ' Associa-|
.tlon Conventron, Detrmt Mtch
Oct 24 1946

_ordnance ‘plants,’ and in’ many of
the expanded facumes for ‘ajr-
plane productlon in many other
cases,” notably plants’ normally
producing consumer durables the|
| task of physical reconversion p ey

»volved delays and dxffrcultres On|
‘the other hand, in siich ‘industries]

a§ meat’ packmg, printing  and |-
publishing, and dairy . products
‘manufacfure *the. physxcaI«recon—

['version® problems “were-relatively:

“(Continued-on page 2225) -

"'I‘he Anglo-Sw:ss

Monetar

A,

Xy

', Treaty .of March 12, fixes rate of Swiss franc at 17.35 ‘to £, and
places aces ,usual exchange restnctlom on payments in Ster]mg Area
Both countries agree to cooperate with view to assisting each ‘other: '
in kee_pmg Iransachons w,ithm scope of their respechvev oInc:e.s.,,_" cers of Raymond ‘Bliss, Inc:

: »Agree,menl provrdes for review of termsin gvent JIC is requlred ,by -

Agreement

xnternahonal monetary agreenrent

On March 12, the Government of the Unxted ngdom of Great
;Bntaln .and Northern Ireland ancf the. Swrss Government entered

dnto a monetary agreement prac-@
"tlcally identical to similar agree-
aments already negotiated by Great

‘Britain: with -other ‘countries out-|

side. the Sterling  Area. - It ‘pro-
vxdes for an official exchange rate
~0f 17. 35 ‘Swiss francs to the £,
7and ‘an obligation “by ‘each 'con-
fracting party to furnish the other|
with .its currency, prov1ded it is
1o be used ' domestically . in ‘the
«country requesting it and i¢ with~
din_“the exchange regulatlons” in
force ‘in that area.” ‘Like other
agreements made since the Bret-
‘ton Woods Conference, there is.a
provrso for'a review of the treaty
in the event it is required by an
mternatmnal monetary agree-
ament, o

The full text of the agreement
follows )

Monetary Agreement Between the
Government of the United King-
dom of Great Britain and
‘Northern Ireland and the Swiss

8 .Government

" London, 12th March, 1946
oy The Government of the United
ngdom of -Great  Britain and
Northern Ireland, of the.one part,
and the Sw1ss Government of the
cother, have agreed as follows

: Article 1
(1) The: rate of exchange be-
tween the Swiss franc and the £

sterlmg shall be $w;ss francs
17.35= £1!

(2) - This rate (heremafter re-
ferred toas “‘the official rate”)
shall not be varied by either of

the Contractlng ‘Governments ex+ | .

cept after:giving to the other. as
much notlce as may be practlca-
ble,

(3)Inall terrrtorles where they
have jurisdiction the Contractmg
Governments shall’ enforce the use
of the official ‘rate as the basis of
all transactions involving a rela-
tlonshlp between the two cu1ren1
cies."

(4) The Bank of England “and
the National Bank ‘of Switzerland,

as agents of their respective Gov- | |

ernments, shall fix’ by : mutual
agreement the maximum spread

above or, below- the official rate |}
which- will. be- authorized on the |

markets which they control.
Article 2

(1) The Bank of England (act- |;
ing as-agents of ‘the United King- |}
dom -Government) shall :sell ster-]!
ling to. 'the National ‘Bank “of|;
Switzerland (actmg as: agents ‘of |-
the Swiss Government) as may be |
which |
residents - of ‘Switzerland, under ;
the exchange regulatlons in force ;

requlred for payments

(Contmued on page 2249)
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Soulheaslern (iroup
0f IBA fo Hold
Annual Meeting

The -Southeastern Group, of the
Investmeént Bankers Association
of /America will hold the twenty-
seventh annual meetmg of the
Group, on Oct, 31. !

The following nominations have
‘been:made; :

‘Chairman: Shlrley C. Morgan,
Frank B. Cahn & Co,, Baltxmore,
Md. -

Vice Chairman: George D. List,

Robert Garrett & Sons, Baltimore,

Md.

Vice * Chairman: James H.
Lemon, Johnston, : Lemon’ & Co.,
Washmgton, D. €.

Secretary-Treasurer: Joseph W.
Sener, Mackubin, Legg & Com-
pany, ‘Baltimore,

There have been nominated for
election to the: Executive Commit-
1ee in addition to the above offi-
cers:

‘W.. Peyton May,.

Va ‘(for 3 years).

“John " Redwood, - - Jr., -
Watts & Co.; Baltxmore, Md. (for
one year) ex- Offl(':lO ;

Members of the Nomlnatmg
Commlttee were:

Wm. J.' Price,” 3rd, “Chairman, |

Alex. Brown & Sons, Baltlmore,
Md.

~John ' C.: Hagan, Jr,

Charles P Lukens, JT1.; Robin-|
son; ‘Rohrbaugh’ & Lukens, Wash—
ington, D C.

Wm. Vaughan Dead

Wil iam w. Vaughan, senior
partner of Vaughan ‘& Co.,- oO
Broadw&V , New. York Crty, and 3 al
member of ‘the New ¥ork Stock
Exchange for the past frfty years
‘died~of a heart ,attack at the age
of seventy—four

/| With- Buréesg Leith

'BOSTON, "MASS. — ;;Iarold B
rRaymomi ‘and Raymond E. Hunt—
ington -have become assomate;i

.| with: Burgess & Lerth 30 State
5 Street Both were formerly offx-‘

Investment |
: Corporatlon of Norfolk, Norfolk,

Mason- iy
“Hagan, Ine., Richmond, Va.

(Investment Bankers Assoclallon to Hold

Thirly-Fifth Annual Gonvention December | 6

To Elect New Officers and

Transact Other Important

- - Business
The 1946 Annual Comentron of the Association will be held in

Palm : Beach, ‘Fla.,

begmnm n
Friday, Dec. 6 g

Fin "

. Hopkinson, Jr.

Baker, 4

H. H Dewer

The Board o,f ‘Governors will
submlt “to i 'the convent1on ‘the
regular ticket for 1943-47. This|
ticket will ‘be.. voted 'on"at :the]
final session on ‘Friday, Dec 6
and will be*as foLlows‘ i

Preszdent~Edward Hookmson
Jr ; Drexel &"Co.; ‘Philadelphia..

e-Prestdents—R ‘ob

V
Balrd The “Wisconsin. Co.,” Mll ]
| waukee;
| Collins " &" Co., Chlcago, Hal H.
! Dewar
| coast, San* ‘Antonio;  Albert " H.
;Peabody & Coﬁ‘
ork;’ Carey S: Hill, Hill}

Julieri H. CoMins, Julien

eWar, Robertson & Pan-
Gordon, Kldder
New ”
Rlchards & :Co., ' Los Angeles

An especrally large attendance |
is expecte " at ‘the’ conyention,
whxch it is belreved w111 be the
most - important one since 1941,

»There are many" matters before

Robert W « Baird

Sunday, Dec. 1, and ending on

Julien H. Collins
LR | ¢

Carey S. Hlll

the: mdustry, such as prospechve
foreign “financing, management of
the national debt, securities regu*
lation, and the ‘outlook - for the
new capital markets. Coming soon
after the Congressjonal elections,
it is. felt . that ‘the"deliberations
at; the. convention. will be par-
gcularly newsworthy -

'The Palm Beach Bunnore w, 1}
be the headquarters hotel, and
Whitehall,r which s’ a short~wa1k
away, will also be avallable if
needed to accommodate any ove,r—
flow. " If . the 'Whitehall should be
used, members who' are assrgned
rooms there will take their lunch=

] eons and dinners-at the Biltmore

The ponventlon Program wm.
provide for Convention Sessions
or open meetings: of the Board of

Hi

(Continued on page 2223) . '«
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Dated Qctober 1, 1946

r

OTIS&CO,

(INCORPORATED) *

October 29, 1946,

This announcemcm’ s not aniﬁer fo sell ora .falm/atwn of an ajzr ta buy these securities,

T/;; offering is made onl_y 4y 'the Pro:pmu:.

$6 000, OOO

El Paso Electric Company

First Mprtgage Bonds, 2/ 7 Serres due 1976

Price 100%s% and accrued interest

~lee Prospectus may be oblamed in.any Stale n which this announcement is circulated from only such
of the undersigned-and other dealers as may Iawfully offer t}me securme: dn such State.

HALSEY STUART & CO. INc.
_ WILLIAM BLAIR & COMPANY
JULIEN COLLINS & COMPANY
THOMAS & COMPANY
PATTERSON, COPELAND & KENDALL.

INCORFOHATED

i =

THE ILLINOIS COMPANY
‘ ‘VM\ULLANE‘Y, ROSS & COMPANY
F.'S. YANTIS & CO.

INCOHPORATED

ROTAN MO§LE AND MORELAND

TTTTR

Due 0ctober 1 1976

itized for FRASER
ib://fraser.stlouisfed.org/
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Canadian

Securities

By WILLIAM McKAY

‘0

The strong'trend'towards political change in this‘coun’cry is

having its repercussions in Canada. The reign of the Dominion’ Lib~

erals "has been even longer than

thatof the Administration .here,

:However, superbly led by that consummate artist in parliamentary
procedure, Prime Minister Mackenzie King, the Canadian: Liberals
have pursued a. policy of modermzatlon that has kept the Domlmon

ship of state on a steady course®

- despite the onslaughts of extrem-
1sm from Right.and Left.

" Abitibi
Power & Paper
| Company, Ltd.

. 5% First Mortgage Bonds
" $2.50 Prior Pfd. Stock
. $1.50 Pfd. Stock
Co_mmou CStock :
Active Markets maintained
on all the above securities

* Dizect Private Wires to Buffalo,
Toronto and Montreal

Dommon SECURITIES
- (ORPORATION
40Exchange Place, New York5, N.Y

A ' Bell Sylten‘: Teletype NY'1-7Q2-3_

 CANADIAN BONDS
'GOVERNMENT ‘
PROVINCIAL

MUNICIPAL
CORPORATION

|| . CANADIAN. STOCKS

f‘

A. E. AMES & CO.

INCORPORATED

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

' RECTOR 2-7231  NY-1-1045

Now looking to the inevitable
passing from the political scene of
the veteran Liberal leader the
fortunes of the party now hinge
on the emergence of a strong suc-'
cessor. In the absence of a strong
and ' competent hand at the helm
the precarious supremacy of the
Liberals will be hard put to resist
the - encroachment of  the. other
major  parties, the Progressive
Conservate and the CCF. At best
an uneasy balance could be main-
tained between the three lending
parties.  Also it is difficult to con-
ceive the possibility of either the
Conservatives or the CCF gammg
an independent majority,

The tide of popular reactlon on
the North American continent and
the  innate - conservatism ‘of the
Canadian people will: ‘militate:
strongly against the chances of
progress of 'the CCF, The un-
yielding bulwark against extrem-
ism of the Province of Quebéc is
initself ‘an insuperable obstacle.
Likewise - the ancient undersurf-
ace feud between the provinces of
Ontario and Quebec, based partly
on religious differences and. part-
ly ‘on incompatibility of tempera-
ment, renders the prospects of na-
tional predominance of the Con-
servatives almost hopeless. "

MacKenzie ' King following in
the footsteps of Wilfred Laurier,
has 'alone among Canadian ‘con-
temporary  politicians, .proved it
possible not only to compose the
differences -between French and

1 English speaking Canada, but has

also achieved a state of construc-

1rreconc1lable elements.

"This explains the long tenure of
power of the Liberal Administra-

Liberal -party still has the oppor-

tunity to maintain its supremacy.
But who in the Liberal ranks is

qualified to carry ' on the greai

| task of MacKenzie: King? There

have been many: recent -sugges-
tions foremost among which has
been the name of the Hon. J. L.
Ilsley. Now it is rumored that he
will shortly leave the Ministry of
Finance for: the ‘Justice Depart-
ment. ‘With this discussed change
is linked the name of Premier
Stuart Garson of Manitoba'as the
new Minister of Finance.

As it has been evident for the
past few years the Prime Min-
ister and Treasurer of Manitoba
by sheer  weight of "ability ‘has
thrust himself on: the Federal po-
litical stage, Through the diffi-
cult depression years he success-~
fully led his province to.sound
L brosperity, not as a figure-head
but as a strong capable executive
His energies were not confined to
provincial affairs, but as the lead-
ing protagonist of the implemen-
tation of the recommendations of
the Sirois Report, he was the na-
tional voice for the moderniza-
tion of the Canadian Federal sys-
tem. Moreover this has not pre-
vented him from taking a lively

tive unity between the hitherto

tion and for this reason also the;

interest  in- economic -matters of
mutual  concern to his. province
and the nelghbormg states in this
country, If added to all thig is
-his experienced legal background,
in  the person of the Hon. Stuart
S. Garson. K. C,,-there is indeed
aworthy likely successor to Prime
Minister MacKenzie King, :
During the week the securities
market again showed no. disposi-
tion to develop any pronounced
trend,” There was an increased de-

1mproved only fractionally to 99%
as, owing' to Canadian tax selling
and its popularity as a medium of
arbitrage“exchange, ' this ' bond
continues to come down from
Canada in ample volume, Spora-
dic buying of Dominion internal
bonds was again evident after-the
recent - lull ‘and free funds oscil-
lated 'between 37 % and: 4% %.
Internal stocks’ were irregularly
dull" with some strength in the
base metals ‘'offset by declines in
papers. The recent unsatisfactory
performance of the paper stocks
despite the boost in the price of
newsprint can be ‘explained by
labor ' difficulties,- which .in view
of the recent favorable strike set-
tlements throughout the Domin-
ion, should not: be of long dura-
tion: ; ..

~With- the = abatement  of - labor
troubles both here and in Canada
there 'is reason to anticipate a
short period at least of. freer in-
dustrial activity with resultant
benefit to the security markets.

George Kountz With
J. A. White & Bo.

nouncement' is made’ that George
H. Kountz has joined J. A. White
& Company, Union Central Build-
ing, specialists
in Ohio Mu-
nicipal Bonds,
as manager of
~-the Buying
Department.
Mr. Kountz,
who is well
known in the
investment
banking. field,
has been iden-
tified with the
business
~in Cincinnati
P and New York
isince +1922:
it Prior ' to the
war he was a
partner in the firm of Seufferle &
Kountz, and before that was Vice
President of Charles A, Hinsch &
Company.
Mr. Kountz served in France
and Belgium in World War I with
the 147th Infantry, and. received

Geo. H. Kduntz

Verdun Medal. In World War II
he’ was “assigned to the Military
Intelligence Division, War . De-
partment, and when relieved from
active duty last -year, held the
rank of Lt. Colonel, General Staff
Corps:

Earle S. Dudley, Jr. With
Merrill Lynch in Boston |

(Special to THE FINANCIAL CHRONICLE)
BOSTON, MASS. — Earle S.
Dudley, Jr. has become ' asso-
ciated with Merrill Lynch, Pierce,
Fenner & Beane. In the past he
was an officer of E. A. Straw, Inc.

of Manchester, N. H.

TAYLOR, DEALE
& COMPANY

84 Wall Street, New York 5
WHitehall 3-1874

CANADIAN
SECURITIES

Municipal
Corporate

! Government
i Provincial

Non-Callable

Toronto Montreal Winnipeg

. £10,000
: ($48,600)
Grand Trunk Pacific Rly. Co.

Dominion of Canada Guaranteed
/ 3% Bonds, ‘due January 1, 1962
Pﬁnc'lpab\and interest payable in New York, Canada or London

Price to yleld 2.449, -

Wood, Gundy & Co.

Incorporated

14 Wall Street, New York 5

Vancou cer London, England

mand for Abitibi 55 of 1965 which’

CINCINNATI, OHIO—An- |}

the Silver Star, Purple Heart and-

NASD Dlslrlcl No. 13 Gommlllee Nommahons

Dlstrlct No 13 of the Natlonal
Association of Securities Dealers,

Inc., announces the terms of office;

of Harry W. Beebe and Robert S.
Morris, as members of the Board
of . Governors of the ' Association

Oliver J. Troster - Walter F. B!eine

from the District, and the terms of | -
A,|net proceeds to finance, in part,

office. of James Currie, Jr.,
James  Eckert, ‘Wilbur G. Hoye,
and Richard L. Kennedy, as mem-
bers . of the District Commlttee,
expire on Jan. 15, 1947.  One ad-
ditional ‘vacancy. on the Commit-
tee is occasioned by nomination to
the Board. of T. Jerrold Bryce,

Richard ‘F. Abbe. Col. R, Parker Kuhn

and one by resignation of George
J. Leness, It is necessary, there-
fore, to elect a member to fill each
of said vacancies.

The - following ' slate has -been
presented:

T. Jerrold Bryce, Clark, Dodge
& Co., New York, N.Y., to succeed
Harry W. Beebe, Harriman Rip-
ley & Co., Incorporated, New
York, N."Y. d

Wilbur . G. Hoye, Chas. W.
Scranton & Co., New Haven, Conn.,
to succeed Robert S. MOI‘I‘IS, Rob-
ert 'S. Morris & Company, Hart-
ford, Conn.

The following have been nom-
inated as the regular candidates
for membership on the Board:

Oliver J. Troster, Troster, Cur-
rie &' Summers, New York, N, Y.,
to . succeed . James Currie, Jr,,
Troster, Currie & Summers New
York, N. Y.

Charles P. Cooley, Jr Cooley &
Company, Hartford, Conn to suc-
ceed: A.- James Eckert Mohawk
Valley: Investing Company, Inc,
Utica, N, Y.

Walter ~ F. " Blaine,  Goldman,
Sachs & Co.,; New York, N. Y., to
succeed Wilbur G. Hoye, Chas W,
Scranton'&. Co., New Haven, Conn.
-R. Parker Kuhn, The First Bos-
ton Corporation, New York, N. Y.,
fo succeed Richard ;L. Kennedy,
Harris, Upham & Co New York,
New York, .~

Richard F. Abbe, Van Tuyl &
Abbe, New York, N. Y., for one
year to fill the unexpired term of
T. Jerrold Bryce, Clark Dodge
& Co., New York, N.

John F. Wark, Merrill Lynch,
Pierce, * Fenner & Beane, New
York, N. Y., for one year to till the
unexpxred term  of George . J.
Leness, Merrill Lynch, Pierce,
Fenner & Beane, New York, N. Y

Additional candidates may be
nominated by members of the As-
sociation in the District, as pro-
vided in the by-laws. Such nom-
inations to be received by the
District - Committee ‘on or before
Nov. 12, 1946, and should be ad-
dressed to Frank L. Scheffey, Sec-
retary, District No. 13, 111 Broad-
way, New York 6, N, Y

-| which

Members of the Nomlnatmg
Committee were:

Herbert - R.. Anderson, 'Distrib-
utors Group, Incorporated James
J. Lee, Lee Higginson Corpora-
tion; Ranald H. Macdonald, Dom-
1n1ck & Dominick} Clarence E.
Unterberg, C. E. Unterberg & Co.;
Walter. W. Wilson, Morgan Stan-

| ley & Co.

B | Nationwide Syndicate
B | Offers Pac. Gas&El Bds

A - nationwide underwriting
group headed by Halsey, Stuart

€ | & Co. Inc. on Oct. 29 made a pub-

lic offering .of $25,000,000 Pacific
Gas & Electric Co. first and re-
funding mortgage bonds, Series P,

"| 234 %, due June 1, 1981, at 100% %

and accrued, interest. 'The bonds
were awarded Oct, 28.

The company plans to use the:

its proposed construction program
which is designed to meet the
prospective increases in the de-
mand for gas and electricity serv-
ice in its system.,

The Series P Bonds are to rank
equally as to lien and security
with: the bonds of other series, of
an aggregate  principal
amount of $297,001,000 was out~

" | standing at July 31, 1946, exclud~"

ing $1,284,000 princ1pal amount in

‘| the treasury

Gross operating revenues . for
1945 amounted to $160,269,446, and
gross income before interest and
Federal income taxes was $67,~
328,444.. Thege. figures represent

f | increases over the corresponding

figures for 1944, 1943 and 1942,
The Series P Bonds are subject

i| to semi-annual cash sinking fund

payment at least equal to' the
amount by which % of 1% of the
total - bonded ' indebtedness. out-
standing exceeds the total amount
of payments in cash or bonds by
the Company and its subsidiaries
in satisfaction of any sinking fund
or other similiar provision of un-
derlvmg mortgages.

The bonds may be redeemed in
whole or in part, at their prinei-
pal amount and accrued interest,
plus a premium of 4% if redeemed
on or before June 1, 1948. The
premium gradually decreases un-
il it 'is % % during the period
June1; 1977 to June 1, 1980, after
which there is no premium: .

- Pacific Gas and Electric oper~
ates throughout a large part of
northern and central California.
It serves gas and  electricity or
gas only in 23 cities each of which
in 1940 had a population of 10,000
or more, including San Francisco,
Oakland, Sacramento, ,Berkeley_,
San Jose, Fresno, and Stocktom.
Among its electric properties are .
53 -hydro-electric generatxng
‘plants with a total installed rafed

‘| capacity of 1,458,364 horsepower,

and 13 steam-electric plants with
a rated capacity of 853,384.

Goodbody Adds to Staff

Goodbody & Co., 115 Broadway,
New York  City, members of the
New :York Stock- Exchange, an—
nounce that George H. 'Adams,
Louis J. D’Elia, and M. Theodore
Jadick . have become. ‘associated
with the firm as registered repre—
sentatives in' the Investment De- -
partment.-

James Giblin With Roney

(Special to THE FINANCIAL cunomm)

DETROIT, MICH.—James Gib~
lin has become affiliated with
Wm. C. Roney & Co., Buhl Build-
ing, members of the New York. :
and Detroit Stock Exchanges Mr
Giblin has recently been with the
Army Air. Forces. In the past he
was . associated with "Whitlock,

Smith & Co.

Digitized for FRASER
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“Our Reporter on Governments”
: By JOHN T. CHIPPENDALE, JR. '——————*______J

The government bond market continues firm with & good tone,
as shifts in holdings among institutions seem to be getting under way
and this is making for greater selectivity. in trading. . . . Prices have
moved within narrow limits, which has given the market an invest-
ment appearance, and. this stability - should -continue unless there
are to be wild inffatmnary developments. ., ; For the present, the
partially -exempt issues appear to be- holding the: spotllght as. the
commercial banks are going from the-eligible taxables in these secur-
ities, ., The tax-free yield is still attractive and the sale.of the
longest ehglble bond to purchase the 234 % due 1960/65 and other
partially exempts results in a. shortening of maturity. . "Also it
seems that considerable of the prejudice toward these 1ssues be-
cause of the high premium is disappearing. .

: One of the reported large shifts in holdings last . week was
out of the 215% due Sept. 15, 1967/72, into the 234% due Dec.

-~ 15, 1960/65. .+ . This was given as the reason for the minor price
decline ‘in the longest eligible taxable issue" durmg one of the\

- trading sessions, . .. £

However; the ‘demand for the longest bank eligible ' 214s was
strong enough to make up this small decline in very short order. ,

INCOME FACTOR

There are indications that 1nst1tut10ns ‘are giving much more at-
fention to income and this is creating a demand for issues at prices
that are about in line with present market levels. ... . There is no fear
‘mow of prices running away ‘and buyers have the attitude that if the
obligations cannot be bought today at: yields they want, then they
will ‘wait untll these issues approach: levels they consider: at-
tractlve

In some instances indications have been made to dealers as
to amounts and prices, while in others firm orders have been
given to pick up these issues at levels that are set in the com-
mitment, , .,

These so-called under the market orders are giving the market
a good tone and are signposts of an 1mprovmg techmcal position. .-, .

pEFECTION S

With the price appreciation factor and tradmg proflts seemmgly
in the uncertain classification, there are indications of retrenchment
among dealers, with reports of abandonment of the government bond
business by sma]ler houses and combination firms. ... Higher carry-
ing charges and the absence of new.issues are no doubt contributing
factors to this development, . .. Also the feeling seems to be develop-
ihg that as the government bond market settles down ‘and becomes
a real investment market with narrower price movements, it will
require more experlenced personnel with: a trained knowledge of
the money markets in order to meet the competitive conditions that
seem to be in the making, .

INFLATION 7

There still seems to be considerable concern ov& the dangers of
inflation in the United States, with the English according to. press
reports, being disturbed about the prospect of such a development.
.+« Whether there'will be a boom and bust cycle is still for the
future to decide, the now all important element seemingly being the
labor factor. . ... Further tie-up of production caused by strikes in
the coal mines and the automobile industry would have an adverse
effect upon'the economy. . . ., Higher wages and higher prices could
result in a spiral that would’ have a most unfavorable effect on the
money markets, because it would mean that the monetary authorltles
would. have to stop the mﬂatlon. ke

This would resulf in the abandoning of present rate patterns
-~ and low money rates, which would again bring uncertainty into
the government bond market until the boom is over. , . .

While these conditions. are not expected by most money market
experts,  they cannot be dismissed entirely until there is more: evi-
dence of greater stability in the economic picture; .,

BRITAIN AND UNITED STATES

The British Government is offering long-term 214 9%  securities
without a fixed maturity, in exchange for called 3% obligations. . ..
This raises the question as to what effect this cheapening: of rates in
England will have on our money markets, . , . It is certain that the
lower coupon rate for the British obhgatgons means that; the mongy,
managers in England do not intend to abandon low interest rates in
that country. . .. Moreover, the review of money market conditions
in the United States by the Federal Reserve Board in the latest.issue
of the Federal Reserve Bulletin indicates quite clearly that we are

¥ s N

P
&

also very definitely committed to a policy of low interest rates. . .|
However, this policy of l1ow money rates in the United ‘States does| .

not mean a return to' the extreme low. levels that were witnessed
earlier this year. .’ : Despite some firming in our rates they still
are very low. i
Condmons in“England are’ not. comparable to those in the ;
" United States. . . . Whereas wartime controls are being rapidly
abandoned here, England still has wage and price ceilings, ration- *
. ing. and subsidies. . . . American capital markets are free and
large private fin ncmg has a restricting influence on the govern- .
ment to finance more cheaply. ... . Capital market regulations
. enable the British Government to limit or control private flota-

tions that would interfere with government financing. . . . o

There are exchange controls in England: with no restrictions on |

foreign exchange in the United States. , ., These exchange re-
strictions do not encourage the free flow of capital between countries.
-« .. There seems to be such a wide difference in conditions between
the United States and England that it is not believed that the de-

pressing of interest rates in Britain will have any noticeable effect |

uporx money rates in our country. .. . Nevertheless, this lowering of

interest rates in England seems to -confirm the trend that has been|:
in evidence for some time, that cheap money rates are still the pol- :

icy of the leading nations of the world.

.. Unless there is a hoom and bust in the United States our rate
pattern of %% to 2%% will remain. .. , . With a. business re-

cession, rates may decrease slightly if bank lOans shonld

decline, . ..
CASH OR NEW SECURITIES

One of the most important- topics of dlscussmn in the fmancxal
district is what will be done with the maturing 14§ on vec. 10.. ..
Predicting what may take place is a favorite pastime, with the ma-
jority of guesses now favoring the opinion that the 7% certificates
due Dec. t will be rolled over and the 1%s will be paid off in cash.

. It is being pointed out that the % % certificates are owned largely
by other investors, with only a small amount held by:the commercial
banks. . , . Country banks, Reserve City Banks and the New York
City Banks are the largest bank-holders of this issue. ... There would
not be a large reduction in deposits as a result of the cash redemp-
tion of these certificates. .. .

On the other hand there mlght still be a sizable cash pay-
ment of the December certificates since other investors, particu-
larly corporations, might not be interested in turning in the
December 7% 9% certificates for another certificate issue. ...

The 1%s due Dec. 15 are held in the largest amounts by com-
mercial banks and Federal so that the retiring of this issue would
decrease. deposits and bank-held debt. . . . If holders of the Dec. 1
certificates should' ask for large cash payments there might be a
partial refunding of the 134s.% .. The debt reductlon program-seems
to be coming to an end for the tlme bemg i :

EYE TO EYE i

Federal Reserve Board Chairman Eccles seems to be in complete
*| agreement with Secretary of the Treasury Snyder on debt manage-
ment, rate pattern, financing, and especially as regards an offering
of long-term obligations by the government. .., The fact that the
money managers see no need of long-term financing for the present,
and when it does come, it should be a non-negotiatble issue, should

have a beneficial effect on outstanding obligations,

“\Britain Can’t Get It’’

(Continued from page 2205)

of elementarv comfort would be-
come once more obtainable soon
after the reconversion of industry
to peacetime production. But a few
monthsaftertheterminationof hos-
tilities, when the silk stockings and
hot water bottles were “still not
forthcoming, the British public was
told ‘that the output of civilian
industries  has ‘to . be - diverted
abroad, in order to pay for vitally
necessary imports. Food and raw
materials ‘take precedence over
everything else, and the public
submitted to the postponement of
the satisfaction of its - craving for
more and better manufactures.
Then the British public  was
told that, once the American loan
was granted, austerity would ‘be
brought to an end. But even after
the ratification of: the loan there
seems to-be no sign of any change
of the policy 'of  diverting 'the
goods to the ' export markets.
There is more newsprint for the
newspapers, and a'few Kkinds 'of
goods have admittedly reappeared.
But ‘ot thé rwhole austerlty ‘con=

;1| tinues to:prevail. It is the gov-
.| ernment’s - policy not- to spend

more . of  the proceeds  of 'the
American loan than is absolutely
inevitable. "And . since  we .must
import " essential goods, the con-
sumer must do without postwar
manufactures.

After this latest dlsappomtment
the display of high-quality manu-
factures at the - exhibition ‘was
adding’ insult to injury. It was
bad enough not to be able to get
the ‘goods. But to dangle unob-
tainable goods before us makes it
much worse.

While the "visitors to the ex-
hibition are favorably: impressed
by the . display, their. secondary
reactions, and: those - of millions
who have: only read or  heard
about the -exhibition, are "any-
thing but friendly. Beyond doubt,
one of the results of the exhibi-
tion has been the revival of the
pressure on' the government to
divert more ‘goods to the home
markets,

It is difficult to understand the
motives of the government’s tim-
ing of the exhibition. At present
there is -an- immense purchasing
power, in- this. country that can-

‘not  be exerciseel for lack - of

goods.” It ‘may " well " be asked
whether it would not have been
wiser if ‘the - government waited
until. demand for goods has be-
gun to slacken. To stimulate the
demand when it cannot be satis-
fied does not seem very sensible.
The same ‘is true ‘concerning -

foreign demand. Day after day
‘big' orders have to be refused, for

British industries are booked up

for some time to come. If the ex-
hibition - was arranged  for the
benefit of export trade, it would
have served this- purpose much
better in a year or two, by which
time the world would have turned
once more into a buyers’
market,. As it is, in so far
as the exhibition achieves its in+
tended effect on foreign would-be
buyers, the only result will be
that even more foreign orders will
have to be turned away. For, even
though ,the; goods. are .diverted
abroad, only a fraction of the al-
most  unlimited foreign demand
can be satisfied,

The exhibition -cannot be re-,-
peated again in a year or two. Its
stimulating effect will have worn
away by the time British indus+

satisfy the demand at home and
abroad;

Chapin & Go. Admits
Scott and Davis

DETROIT, MICH.—Roy F;
Chapin of Chapin & Company,
members of the Detroit Stock Ex-
change, has ‘announced 'the ad+
mission of Walter J. Scott and ‘W,
Fred Davis as: partners in the
firm, and the occupancy of new
and larger ' offices ' at - 608-610
Penobscot Building. ‘

. Mr. Scott entered the ‘broker:
age business in 1927 with' Dom-~
inick and Dominick of Cincinnati..
as.a’‘margin ‘clerk " and ' book-
keeper following which he was in
the banking business, and later a
statistician for the Ford. Motor
Company. He comes to Chapin &
Company from Mercier, McDow-
ell & Dolphyn where he was As~
sistant Cashier. i

Mr. Davis. was manager of -the
C.'F. Faust Furniture Company
for nine years leaving in 1928 to
form the Davis Furniture Com-
pany from which he recently re:
tired.. He has been- aleader in

community - affairs and is"a pas
president of the Strathmoor Kl-w
wanls Club. . 5 ;

3y

PeAde

First Colony Corporatlon

B, V Christie & Co. J.H.Drass & Co., Inc. .

This announcement is not an offer to sell nor a solicitation of an offer to buy
the securities mentioned herein, The offering is made only by the prospectus.

'Dumont Electric Corporauon

(A New York Corporatlon)

94,000 Shares :
COMMON STOCK

(Par Valie 10¢ Per Share)

| P.riee: $6.00 Per Share

g A copy of the prospectus may be obtained from she undersigned ;
L % . v =4

Ak bihisg)

I

tries are really in a position.to. = :
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ISecurities Salesman’s Corner’

By JOHV ‘DUTTON

5 Keeplng morale high in'a‘sales organization is one of the most |
important duties of a competent sales: manager,. Many frrms have
found that their best producers have: béen slackemng up' in their ef-
forts during the past few months. ‘Heavy income tax payments that
penalize those in the higher brackets have been -oné factor that has
contributed to this let down in sales.activity, - The recent market-de-
‘cline has also affected. many salesmen adversely. They have become.
market experts. The market is going to tell them what t6 do .} ; so

- they think. Some sales, organizations that were beehiveés of activity
last spring.have now become a: loafing : place for those who have
been losing their capacity for work. = - ~

Work habits can be lost Idleness breeds idleness, Loaflng is
llke any other bad habit . .’. the more you do it, the more you want
to do it. Many a good producer has lost hig edge’ for business through
taking it easy. The easiest thing for any man-to" do is to rest on his
laurels. . The trouble with that is, that you aré the only one you
are fooling when you do it.

" Here are some rules that you can follow to advantage 1f you
'are trying to mstxll pep into your sales ofganization. PUT ‘A BAN
ON OFFICE LOAFERS. If some of your men have to do nothmg,
tell them to do'it somewhete else, There is nothmg worse for the
other members of your orgamzatron than to have one or two men
'.g.rt around and kill time with 1dle talk.. They- only-disturb others who
wish to work. They are like a couple of rotten apples in 4 barrel ,
pretty soon: your whole: sales orgamzatlon will be infected.

HOLD SOME INTERESTING SALES MEETINGS. Give your
men some 1nsp1rat10nal ideas. Have a dinner some evening at a good
restaurant for your men Get your partners down there, and ‘have |
guest speaker who has somethmg to say that will be helpful Let
your organlzatlon know that you-are going to keep on domg business,
mcrease your sales and broaden your chentele Show your men by
your actions that everyone of them has an opportumty to make more
money by building sohdly for NEXT YEAR, and the years ahead.

Inaugurate a SALES CONTEST Put some ‘ineentive into your
orgamzatlon besides thé money angle Most salesmen have a prlde in
their abrhty A contest niay’ bé a joke to some but there are very
few mén who don’t inwardly enjoy a test of their skill, Try to make

“it a fair cohtest wherein all members of the' organization will have
an even break. One of the best mediums for this purpose is a NEW
ACCOUNT CONTEST, Put a minimum limit on the size of the order.
Dlstrlbute your leads fairly. Set up a time limit. Make your prizes
‘worth while, If some of your old timers don't go for it, get one of
them started and it won’t be long before everyone W111 be pitching.
You can have some real fun out of this, especially if you make your
“first prize something worth fighting for. A trip for a husband AND
WIFE, with all expenses paid from soup to'’nuts, may eat’ up some of
your profits on your initial sales but you will be well repard in the
Jong run by additional business' that will come in as a result of such
‘a contest, but they like them . . . they are like spices in food because
they make what we do every day just that more palatable,

‘. 'If you have any soreheads or complainers in your organization
who have become chronic cases that canrot be cured, the best thing

1o do is to let them g0. A sales vrganization is like a football team.
It can go stale from overwork or underwork.. A good sales manager
knows his men. He watches each individual and keeps his organiza-
tnon from slipping into  bad work habits. A slump is only - natural
after a prolonged penod of high activity., But good sales organiza-
tions do not contmue in a rut for a protracted period. Strong lead-
ershrp at the helm is the way to overcome this condmon

Mary Lee Candies, Inc.
Common Stock
Prospectus -on reduest
HERRICK,WADDELL & CO., INC.

»55 LIBERTY STREET, NEW YORK 5, N. Y.

=

" Over-the-Couiriter Qtlotaifon Services
For 33 Years

NATIONAL QUOTATION BUREAU, Inc.

Established 1913

<

~ Slump

Ahead
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done by the present Admrmstra-
tion in Washington, it is made an|
excuse . for actively Jpromoting
‘controls that operate’ in ‘both di-
rections ‘simultaneously, with' dis-
astrous confusion as a result,”

So; in-talking about the busiz

ness outlook, and attempting ‘to
‘review the confhctmg evidence; T,
shall avoid: the safé but unsatis=
fying course of amblgmty in fayor
‘of the reckless path-of giving my |
readmg of- the- presently vmble
économic -signs: + Needless*to- say,
T present my . conclusions ‘as’ one

man’s conviction, with the obsér-|

vation' that anyone who pretends
to .ba able to.give an - authori-
tative forecast of the .prospective
behavior. of 140,000,000 people—
and their Government in an elec-
tion.year—is probably a charlaian
—whethér $ubsequent events hap-
pen to prove him right or wrong,
Facing a Recession

It is: my conviction that. we are
facing, the prospect of a busitiess
recession, . probably ' within . the
|next few months; and‘not later
than next spring. It should not
be a recession approachmg the
magnitude  or . duration _of., that
which, followmg the first: World
‘War, - commenced in the. late
spring of 1920 and: 18sted "through
1921. But it can be.serious enough,
nevertheless; and .if a suffment
number. of mistakes ‘are. made, to
prevent the unquestionably. f{a-
vorable factors in the present. sif-
uation from  exerting their. influ-
ence, it might set us back for a
considerable period. I 3hall try
to ‘outline the basis for my pes-
simism.

First, let me list sorne of the
many mﬂuences that should con-
tribute .toward a healthy  eco-
nomic situation,

The year following the end. of
World War II,; with all its trials,
presented a record of transition
to ‘a peacetime economy,  far
smoother  than that which we
were able to achieve in the year

following the fxrst . World: War.
And this time the’ task was far
greater, since the proportion of
our economy dedicated to'the war
dwarfed the earlier effort.

Civilian employment is at a
record high—higher even than at
the peak of the war effort, and
unemployment is minimal, Never
in our history has the total of in-
comes of individuals matched cur-
rent levels.  Farmers have riever
beeti ifi 0 prosperous or ligquid a
position, and industrial - produc-
tion,. even- in the strike-harassed
reconversion period during ‘ihe
first “half' of 1943 equalled. the
previous record peacetime levels
of 1941, In August the Federal
Reserve Index of Industrial Pro-
duction stood at 176, higher than
at any. former peacetlme period.

"Relail tradé generdlly "has’ en-
joyed phenomenal and unpréce-
dented volume and profits, and
there has been a general bdom,
too, in the non-durable produc-
tion industries. On ton of all of
this, we have a huge backlog of |
demand for consumers’ and pro-
ducers’. durables-and construction,
accumulated : over -the war years
when incomes. were high and the
industries - producing ‘such  items
were devoted to war output. Cur-
rent demand for durables is bol—
stered both" by present high | in-
come levels and by savings in the
form of hauld .assets that are ¢sti-
mated at.the imagination- stagger-
ing total of $225 billions.

Rising Notes of Gloom '

It seems almost perverse, in the
mldst of such a symphony of opti-
mism to sound:a note of discord-
ant gloom. . Yet such notes are
making  themselves’ heard with
persistent ' dissonance, - hot only
from' the tongues of prophets, but
from the hum of the market place.

Since last May, the stock. mar-
ket has registered losses in secur-

46 Front Street, New York 4, N. Y.
‘ San Franclsco-r

Chicago
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ity. values of '$15 billions, with
only slight recent recoveries. Last

week, as I need not remind this|avoid

audience,.the commodity ;markets
régistered the stéepest three=day
price break: since the Dow-Jones
futures. index 'was compiled - in
1933, In:'reasmgly, there are re-
ports of a slackening in the con-
sumer appetite for soft goods and
luxury items. at current prices.
Even' the starved. field of hous-
ing; constmctmn with its soaring
costs . compounded by . the black
markeét scramble for short supply
items, shows signs.of some fading
of its Tush' bloom. Work stoppaves
though strikes, while ‘now ac-
counting for 'direct time 1oss.of
less than a fourth of that lost from
this cause last winter and spring,
are still abnormally high; and

fect in important industrial com-
munities; and upon éxport trade;
New. strLkes dre .threatening
which, if they materialize, will ef-

conversion of durdble goods pro-
duction and construction.  If they
are avoided through further wide=
spread. wage increases, the result
will’ be either to set off an' infla=
tionary . price " spiral - or,
likely, to price important durable
items -out of the demand market:

Any honest ear attuned- {o the
hum of our present- day economy,
must find the wailing dirge of the
bagpipes. at least as. insistent . as
the " dulcet notes of the wood-
winds.
stra1ns are dommant

Pessimistic Conclusions

I shall try to state why my
welghmg of the conﬂmtmg factors
in-thé immediate outlook is dis-
mal.",
L 10AS T see it, we have been rid-
ing a boom essent1ally stipported
by 'the. extraordinary activity of
the soft-goods. trades, both on the
prodtiction an'd “merchandising
sides, and of the services. In spite
of mounting: costs, it has been.a
period of excep#onal profitabilily
for those preducing and selling
non-durables. This boom market
has been provided by the high
current income levels, and by the

stocks depleted by war-bred short-
ages. It was pushed: to record
heights by the added demand: of
10,000,000 men and womef re-
turn ing from the services and in
need of new outfitting, and by ihe
fact that wanted dulables simply
were hot available,

The peréentdge of consumer in-
comes spent for food -d@nd non-
durables was entirely out of line
with ‘past . expenditure patterns
and cannot possibly be maintained
for a sustained period. As the de-
pletmns are made up, as record
new- crops are marketed, and as
the competition of durables it~
creases; there is bound ' to be a

income available fdr soft items.
Despite’ the formidable levels of
current expenditures.in this field,
I think that already there are ufi-

the nori-durable field. :

2. There 'is 4 clear demand po-
tentidl. for absorbing. &fiy tuch
slack- through increased expendi-
tures for eonsumier ‘durables; for
'industrial.' capital ; expendltures
and for consumer housing. :If ‘it
could: berealized, we" should, go
ahead without. any  slump.. My

what seem;to me, to. be very for-
.mldable, difficulties,in the. way. of
a-prompt and steady augmenung
of production ir these three cate-
gories. .
. The ‘output of durable goods—-—
both *.consumer and . capital—has
been hobbled by work: stoppages,
rising - labor costs, 4nd by mate-
ials and’ comporient shortages to-

ment controls.-have . importantly
contributed. . The shortage diffi-
culties are being slowly remedied;
but-costs promise to remain. high

and' I doubt. that we have devel-
oped, the ycollective wisdom, to
furthex crippling

| strife.

they are exerting a paralyzmg &f-

fectively throttle the llmpmg €=

more:

To my ear, the bagpipe

pent-up ‘demands of civilian

fallmg,off in- the proportion  of,

mistakable sigris of a recession in

doubts stem from the welghmg of |

ward :all of which ' ihept. govern-

labor .

While over-all corporate
profits have been high, they have
been generally unsatisfactory in
the important metal-manufactur=
ing group, and the picture would
have- been much blacker  had it

not been for the carryback priv-

iliges following' excess profits tax
repeal

In short, T am afraid that cost
rigrdxtles which will be slow of
adjustment atebést, will result in
durable goods prices that will
severely limit the size of the mar-
kets despite 'large potential | de=
mands at any reasonable ‘price.

A similar situation obtains in
the . construction field. Unless
present exorbitant costs are cut—
costs ‘which reflect not only in=
creaséd wages and materials bills
buit ‘& competitive black market
scramble for scarce items—I sus-
pect that many builders will hesi-
tate to make.new commitmeénts,
after: their = present  ones are
brought to completion.” And I feel
very sure that the present exorb-
itant building ¢osts.will severely
limit busmess capital . expansmn,
partrcularly in . those fields’ irr
which the ' profit outlook already
is cloudy. ;

On top of all this, I have many,

mlsgrvings as 1o the promptness-

and wisdom with which the re-
maining .Government ‘controls are
likely to be dismantled, and. I

believe. that there will a further

downward: thrust” from dn in-

evitable fall in the towering prices

of agricultural * products . in- the
fate of huge crops-and: falling ex-
port-relief demands.

il shall summarize my conclu-
siofis in this form:

As T view it, there is nothin
inherent in the present economic
scene that precludes ‘the possi-
bility of an orderly transition {romy
dn - ending  soft-goods boom  to a
beginning hard-goods boom, witht

the divergent trends fmally ‘

merged and. stabilized
healthy prosperrty

It could be done if there were
sufficient collective wisdom ini the
management, labor, agricultural
and  Government groups to: re~

into a

solve the thorny problems’ in~ -

volved in such a transition,

My pessimism stems from a Tack
of conviction thdt we can mobilize’
such wisdom. I hope I'm wrong.
But I have expressed a genuinely-
held doubt that we shall he able
to avoid a repetition of many of
the . same mistdkes that have
marked our transition 'to" date
from war to pedce, or even escape
devising some. new érrors. Herice,
I expect that the formidable aif-
ficulties in the way of a smooth
transition to the next phase will:
be effected the hard way—through:
a business recession. :

Unless: we blunder badly—arid:
we may—the recession should not
be too long or too deep, for I ret~:
ogmze and have listed an im-
pressive catalog of plusses in our
situation that should bail us out:
To . those - I .have mentioned, I
might add - that the price floors
on commodities. ‘should, prevent
too violent a collapse of dgricul-

turzl prices which is a major hazs:

ard, - Further,; I should like to:
make it.clear that I do not think:

it practicable nor desirable tg. ef-

fect the vitally necessary realiza-
tion of a.workably stable and ten=
able ' price level through an -at-

tempted onslaught on wage rates. :

We  can support present wage
rates, if wé can eliminate existing
1mped1ments to_high production.
Ultimately, I am convinced that
we must move towdrd a rational
princible of wage deterthination
that links ‘wage advances to' in=
creased productivity and thus pro=
vides labor with a direct incentive
for. moving in what everyone
agrees to be the necessary dlI‘eC—‘
tion::

Perhaps the healthlest factor in-
our. ecnnomv is the. considerable

and . growing recognition that ré-
cession: is- probably the. most im=.
mediate hazard to be faced. If my
gloom 'has helped:to. sharpén ihat
recognltlon it may have served a
useful purpose,
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1inveslmenvl' Bankers Association fo Hold ~

-~ Thirty-Fifth Annual Convention December 161

(Contmued from page 2219)

Governors on each morning from
‘Monday through Friday. Promi-
nent speakers will address . the
Convention - Sessions, = and | there
will also be 4 promment speaker
at dinner on.one of the evenings.
Committee meetings will be held
4t breakfast  and - luncheon on
‘Monday, ‘and ‘also in thé early
afternoon of that day. W1th this
one exception, no business séssion

will be. scheduled for the after=|

noons.. They will be left free for
golf, tennls bathing, fishing, etc:
The samé will be true of Sunday.
A general get-together party will
be held before dinner: each eve-
‘ningfrom Sunday: through Thurs-
day;.- angqt
after dinner,
It is. an estabhshed policy  of
- ¥he ‘Association’ that only ‘ those
who are-definitely eligibleé under
the by-laws may attend an anntial
convention. ' It will therefore be
impossible.to éomply with requests
to: take ‘guests to the convention,
other: than: members ‘of  thé im-
““mediate’ family of ‘d- ‘delegate” or
alternate. ;

~ ' Convention Registration Fée
" A registration fee of $30 will be

NEW YORK SPECIAL TRAIN -

© SATURDAY, NOV. 30:

New York (Penna: Sta.)
ivi Newark = . ;

. North Philadelphla ,

/. Philadelphia (30th Street)
v. Wilmington’

v. Baltimore
v, Washington . |

7. Richiond (Main St. Sta:)

s Raleigh

SUNDAY DEC. 1: :
Ar, West Palm Beach

here ~will - be dancing

Going

Penna RR.

] charged for each delegate and al-
ternate. No fee will be required |
for wives or members of the press.
Cheécks covering registration fees
should be made: payakle- to the
association and forwarded to' the
office of the Association’ in Chi-

accompanies the bulletin.

. Hotel Reservitions
All resérvations for rooms. for
the convention. must -be .made
through  the. Office of the Asso-
ciation 'in - Chicago.

Those traveling to Palm Beach
on:thé Convention Special Trains
will 'be advised of their ~hotel |
roocm numbers en route

Special ‘trains for the conven-
tion - will' be  operated from - New
York:and Chicago to West Palm
Bedch and return. n addmon
specral cars will be operated flom
| Detroit -and-St. Louis. They will
be attached to the Chicago Special
Train én route. The schedules for |
these trains and - cars will: be . as
follows:

Seaboard Ry'.- v
Seaboard Ry.

Seaboard Ry. 11:05 A.M:

*Will ‘stop at Raleigh' only upon ‘request. of members: traveling
io the conventron who wish t6 board the train there, -

FRIDAY, DEC, 6:
Lv. Wést' Palm ‘Beach
SATURDAY, DEC. 7:

. Jacksonville
. Florence
.- Richmond
; Rithmond
. Washington
iv. Washington
.r; -Baltimoré
. Wilmington
. Philadelphia (30th Street)
. North Phxladelphxa ;
. Newark .
. New York (Penna. Sta)

| CHICAGO SPECIAL TRAIN

-Returning

Eastern Timé

Fla. E.C. Ry. 7:00-P;M.,

Aftl. Coast Line
Atl, Coast Line
Atl. Coast Line
RF. & PRR.
R.F. & P.RR.
Penna.R.R.
Penna. R.R.
Penna. R.R.
Penna. R.R.
Penna. R.R.
Penna. R.R.
Penna. R.R.

et et

SO O DN U Ot Ut D O
MR RCR Rav R Ao R Bee e ke

Going ;

FRIDAY, NOV. 29:

L. Chicago (Céntral Sta.)
SATURDAY, NOV. 50;

Lv: Indianapolis

Lv. Cincinnati -

Lyv. Chattanooga (Terminal Sta )
Lyv. Atlanta (Terminal Sta.)
SUNDAY, DEC. 1:

Lv. Hampton

Ar. West Palm Beach

'¥RIDAY, DEC. 6:
Ev: West -Palm ‘Beath
SATURDAY DEC. T:
7. Jacksonville
Albany"
£ ermingham 3
Blrmmgham LR

& SUNDAY DEC. 8:
Ar.. Chicago (Central Sta )

Dh'moir $

FRIDAY‘ NOV. 29:.

Lv. Detroit (Mich. Central Sta)
Lv. Toledo (Union Sta.) -

Ar Cincinnati

SATURDAY, NOV. 30:

Lyv. Cincinnati

; 111 Cent Syst.:

III Cent Syst

Goi‘ng

 N.Y:Cent. Syst.

N.Y. Cent. Syst.
SoutheérnRy. =
Southern Ry. -
Southern Ry.

Seahoard Ry.
Seaboard Ry. -

Retummg

an EC.Ry.

Atl Coast Lme e
ent: of Ga; Ry 163
Jent. of Ga. Ry. R

PECIAL CAR

Eastérn Time
B 3:15 P.M.
‘B. - 4140 P.M:
n .9:35 P.M:
Chicago Special . . < .- 4:45 AM.

. A special car will not be operéted to Detroit on'the return tr1p

i)etrmt mémbers may return via the Special Trains to: Washlngton
4 =+ 1 One-way: Pullman fares (mctud-

or Chicago, and thence by regular

r:train to Detroit;

cago with' the white form; which |°

‘cial tariff will be in efféct undér

Eastern Time |

e Certzfzcates
*|space will ‘be 'issued in lieu of
‘| regulation Pullman' tickets. Certi-
+ | ticates. will be miadiled if applica-

FRIDA NOV 29
v.-St. Louls

(At, Indianapolis
SATURDAY, NOV. 30:
Lv, IndlanaDOhS

SUNDAY, DEC. 8:
Ar, Carbdndale
Lv, Carbondale
Ar. St. Louis «

Railroad: tickets should be pur-
chased front local ticket agents,
They will beé ‘able’ to adviss as to
fares and as to the form of ticket
best  suited o individual needs.
The individuals if ¢harge of Pulls
ian resefvations (see bélow) will

tickets.’ ",

It is important that those plan=
mng to'travel on thé special trains
of tats s$pecify that their railroad
tickets be routed 50 a5 to conform
with the routes of the' spec1a1

forth i the ahove schedules. It
should'bé Hoted in this eohnection
that. the retiirn rottes of 'thé spe-
cial trains differ from the going
‘routes,” Tt $hould further be noted
'that round-trip farés do not ordi=
narily -apply when ‘the Seaboird
Railway is used in ‘one direction
and. the Florida East Coast Rail-
‘way . in the othér. Accordingly, {o
provrde fof those traveling on the
Convention Spec1a1 [Trains, a spe-

‘Chicago Special

Chicago Special
111 Cent, Syst.
ST Cent Syst

train or car in’ question; 4s set |

whxch rourid-trip fares will apply,

$45 20
- 41.23
41.23
32.53 -
37.20

“Philadelphia
“ Wilmington
Baltimore
“Washington
Richmond 33.24
‘Raleigh 217.95
Certtfzcates covermg Pullman R
spdce . will" be issued in lieu of
‘regulation Pullman tickets, Cer-
ificates will be mailed if appli-
cations are ' received - promptly.
Otherwise they may bé picked up
at the officé of E. Jansen Hunt
prior to 5:00. P.M.. on  Friday,
‘Nov. 29.. .
The- Commltt ¢ will not handle
return Pullman reservatrons They

-| should’ be made at Palm Beach,
- [ at Transportation Headquarters in
*| the Palm Beach Biltmore, It is im=
*| portant that this'be attended ‘to
+| early in the Convention so that
*|.the railroads will have ample time
| to’ provide the proper equxpment

.Chicago Speczal Truin—Pull-

*|'man’ reservations for . the going

trip should be.made through the

*| Central States Group Transporta-
*| tion Committee, of which Charles

Drawing Room. Compartment

: z Zpersons
Chicago

" Ihdianapolis
Chattanooga
Atlanta =2

uéring Pullman

tions = are  'received promptly

.T: | Otherwise’ they may be picked up
Tl at the office of Charlés R. Perrigo ||
prior t6 5:00' P:M. on Friday, Nov. ||

29,
Thé Committee will not handlé
return Pullman réservatigns. They

‘the - ‘Palm Beach Blltmore It is

. _portant:that this be’ attended 10

early-in: the - Conven’hon so ‘tha

; {he railroads will have ample time.

to. provrde the. proper eqmpment

Detroit Specaal Car—PuI,lman
reservations “should be - made
through Ralph Fordon Watkms &
Fordon,. Inc Penobscot Bldg De—
>tr01t 26 MlCh Drawmg rooms and
compartments will “be available.
They w111 not be ass1gned for
single occupancy unless it devel-
ops at the last minute that there
'will . be--unused -space avallable

Drawlng Room Compartment
2persons 3

ST, LOUIS SPECIAL CAR
Goli

“N.Y. Cent. Syst.
N.Y. Cent. Syst, -

ng
Cé:ntral Time

Returning

P

Ticket agents will bé on nétice
concerning this special tariff,

New York Special Trains—Pull~
man reservations for “the going

trip should be made through' the
New York Group Trangportation

 Committee, of which E. Jansen
not :be ab_le to supply railroad H 2 * N

unt, White, Weld & Co. New

‘York is Charrman The b]ue form
-whlch accompanies the : bulletin |

should be used for this purpose.
Drawing rooms, compartments |

\and bedrooms will be available, |

Prawing rooms and compartments
will not be assigned for, singlé
occupancy unless it develops at
the -Jast minute that there will be |
unused space available.. When the
supply of drawmg rooms has been
exhausted it will be necessary to
assign compartments to those. re-
questing” ‘drawing rooms, - When
the ‘supply of bedrooms has beéen
exhausted; it will be necessary to
assign those requesting bedrgoms
a compartment and a robmmate.
One-way Pullman . fares (in-
cluding Federal tax) ‘to West
Palm Beach will be-as follows:

Bedroom
2persons . 1pérson
$35. 88

32; 60

32,60
31.28

29 27 .

26, 57 .

22. 60 14.38

Perngo Hornblower & Weeks,
Chlcago, is Chalrman The yellow
form which accompanies the bul-
letin should be used for this pur-
pose. -

'Drawing rooms, compartments
and bedrooms will be available,
Drawrng rooms and compartments
will not be assigned for single oc-
cupancy unless it develops at the
Jlast minute that there will be un-
used space. available. When the
supply of drawing rooms hag been
exhausted it will be necessary to
assign compartments to those re-
questing drawing rooms. - When
the supply of bedrooms has been
exhausted; it will be ‘necessary to
assign those requesting . bedrooms
a compartment and a roommate,

One-way Pullman fares (includ-
ing federal tax) to West Palm

‘should be made‘at,Palm Beach; at | ;
i Transportatronﬂ Headquarters And

Beach will be as follows:

- Bedroom ',
1 person
$23.92
20.99
14.38
12.59

o & A

2 persons
$37.20
32.60
22.60
19.95

M. | Toledo

| St.: Louis -

the Palm ‘Beach Biltmore."

ing federal tax) to West Palm

Beach will 'be as follows: ‘

Drawmg Comp"a‘t-
Room men’,

2 persons -2 peérsc 1s
$51.81 $41.23%
50,49 40.6\) '
St. Louis Special Car—Pullma:

reservations for the going trip

should 'be made'’ through Harry

Detroit ...

" | Theis, Albert Theis & Sons, Inc.,
{410 Ohve St.,:
‘| Drawing rooms and compartments

St.. Louis. 2, Mo,

will be avaialble. They will not be
assigned for single occupancy un-
less it develops at the last minute
that_there will beé ‘unused space
available. One-way Pullman fares
(including federal tax) to West
Palm Beach will be as follows:
Drawing Compart-
Room ment
2 persons ' 2 persons
$42.55 $33.93
Return'. Pullman'. reservations
| should be made at Palm Beach, at
Transportation Heat‘iquaii*térsIt i_n
is
' important that this be attended to
early 'in" the Convention so that
the railroads will have ample time
to provide the proper equipment.
;- Hotel representatives will travel
on-the special trains ‘and will fur=
hish passéngers with baggage tags
filled out withtheir..names and.

- hotel room numbers: One of these
'tags shduld be attached to each

piece “of hdnd baggage. - Thén,

'upon arrival in West-Palm Beach,

all’ such” baggage will “be trans-
ported imnediately: from® the sta=
tion by " truck - and ‘ distributed
promptly to the proper hotel
rooms

ST T AN

New Yorkers in Pbsts of
atl.- Savings Loan eague
Several savings and loan’ exec~
ytives' of Néw York have been
named
posts in the National Savings and
Loan League, it was announced
recently ‘at  League’ offices in
Washington:  Predidént - Raymond
P, Harold of the League has made
the following’ appointinents
“William J. Dwyer, Presi-
dent of the Franklin Soclety for
Home-Building and Sayvings,
Chairman_ of the State Associd-
tions Committee; Frank A. Nolan,
Executive’  Vice = President  and
Secretary of the Colonial Federal
Savings and  Loan  Association,
member of ~ the . Constructions
Standards Committee; Philip M.
Burkard, President of the Home
Federal Savings and Loan Asso-
ciation of Ridgewood, Vice Chair-
man of the Advert1suig Committee
and member of the’ Membershlp
COmimttee and Andrew  S. Ros-
coe, President of the South Brook-
lyn Savings and Loan Agsociation,

Chairman of the Personnel Prob-
lems Commlttee

[ N

of ‘an ' offet to buy any

A 3

October 29, 1946

This advertisement. is not, and i¢ under no' circumstanges to be construed as,
an offering of the fonowmg securities for sale or-as & solicitation

of!‘ermg is  made¢ only 5y the Prospectus

90 000 Shafes

Sharot May Co., Inc.

Commo

i’f'i'cé.té I"’ér' stiafé =
- HAUTZ & ENGEL
Members New York Curb Exchange
57 Wllham Street New York 5, N. Y
{4

of such securities. < The
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‘!'ree Enterprise and Anti-Trust Laws

( Continued from page 2217)

Rigid control and sanction -of,

cartelization were the forerunners
of Hitler,

Powerful business combinations
leaded by small groups needed
only indoctrination to become the
backbone of the Nazi war ma-
¢hine. By reason of their long
practice of stifling free: énter-
prise they were ready for and
graspegd the evil Nazi philosophy.

Mussolini erected ' his Fascist
corporate state upon the founda-
tion of giant industrial combina-
tions.

These alien philosophies are ab-
herrent to us. Yet they-arose in
countries which had operated on a
competitive ‘system  basis.

There ‘are other economic phi-
losophies which differ from ours,

But the world is large and we]|

éan all live in peace together as
United. Nations.

Our own path is plain. We must
not permit the economic system
irr ‘which we believe, our system
of free enterprise and opportunity
with its attendant civil rights, to
deteriorate. We must not allow it
fo be robbed of its vitality and of
its blessings. Assaults upon it by
fhe selfish must be w1th<tood

SOme Greedy Men Clamor for
Free Enterprise
: There are those who would
se¢uttle “our ,way of life. These
gréedy men clamor loudest for
fré¢ enterprise and opportunity.
Actually, they mean freedom for
théir o wn - activities— freedom
to ‘drive ' competitors from ' the
market place. These men would
have . freedom for . guaranteed
profits  and safe markets with
‘one of the risks inherent in our
éapitalistic system. They would
have freedom to insulate ' their
business from the uncertainties of
eompetition ‘and freedom to gorge
themselves  with monopolistic
profits. ;

Fhese are not the freedoms to
‘foster. and protect in America.
Théy are not freedoms at all.
Théy mean only license—license
to’ carry a business blackjack in
a €ommunity where other citizens
£0 Unarmed.

These men would play the gamn
of festrictive agreements, agree-
ménts  which  fix arbltrary and
wunireasonable pnces for the goods
which they sell, agreements which
divide markets in  which ' their
goods are sold, agreements which
divide ‘fields' of production and
¢gl¢, and agreements which: sup-
press. technological advance and
riew products.

Let me tell you just how their
gystem operates

“Frust-Buster” Title Well Earned
The story - of the monopolist
'whé corners the market is an old
one; it is_familiar to yoy all. The
Department of -Justice has fought
the oil trust, the tobacco trust and
theé railroad trust.and has recently
701t the battle against the alum-
‘1w trust. . The  title “Trust-
Luster” is well earned.

But the, monopolist constantly
“e€ks new methods of tying up
markets.  Cornering and: con-
wrolling. markets,  production,
drices . and inventions are no
longer done openly. Secret agree-
tent is now the device,  Tele-
shone ' conversations- and - club
liuncheons have replaced agree-
tnents and memoranda of under-
- standing.

Price _fixing agreements “by
which goods are sold at artificial
and exorbitant prices' are com-
inon. Housewives, storekeepers,

“ Wwholesalers and even -manufac-
turers are forced to pay tribute
to producers of goods and hoard-
ers of materials  who have con-
spired in secret to make helpless
buyers pay monopoly prices. These
prices include the unseen tax of
the monopolist, the extra chargs
which the monopolist' takes unto
himself by reason of his preferen-
tial position, a preferential posi-

/
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‘clusive marketing areas.

tion engineered in secret to mulct
the public..

The monopoly ‘tax is leévied by’
the private . government of the
monopolist, It has no legal sanc-
tion and the unfortunate taxpayer
has no right of appeal.

- This moenopoly tax has been re-
liably estimated to reach many
billions of dollars annually, It is
money which could have bought
more radios and clothing, automo-
biles and housing. Many times, it
is money whlch could have bought
food.

The price fixing agreement is
sometimes c¢lothed in the garment
of illegal  patent-license agree-

ment. It may also ‘appear in‘the
guise of ' trademark agreement.
But it must be recognizec as the
same purse-bleeding agreement of
the same price fixers.+

The "American  people demand
that these vultures be stamped out
of the market place.

The secret agreement has also
been employed to parcel out ex-
clusive  areas for the produetion
and sale of foods. This agreement
is known as the division-of-terri-
tory = agreement. - This is ':the
scheme of two or more conspira-
tors. . They see no advantage ‘in
fighting for 'the whole market
since such a fight may result in
lower prices to the consumer and
less profits to them. ' Accordingly,
they cut the pie neatly into por-
tions. Each conspirator then gets
a piece for his very own. In this
piece or exclusive 'area, only he
can produce and sell. His con-
spirators have agreed to stay out
of this area and he, of course, has
agreed to stay out of their areas.
Each trading area is then at the
complete mercy of the monopolist
who controls it. The consumer
finds no competition between pro-
ducers and ‘is compelled to pay
whatever. price the monopollst
cares to charge. This always in-
cludes the monopoly tax.

The evil of division of markets
also embraces our foreign trade.
Industry after industry is subject
{o export restraint. 'Whole con-
tinents have been delivered as ex-
These
| cartelists, and we can so dignify
the monopolists when they act in

‘combination and in concert with

cthers, have  erected. . super-gov-
ernments.  They. refer to their re-
strictive  agreements as - treaties.
There is no senate, no representa-
tive of the consumers, to approve
these treaties. The cartelists are
sovereign in themselves and owe
allegiance only to their profits.
They know only the diplomacy of
the dollar. ;
Their policies are planned to
withstand the effects of the rise
and fall of nations. This is clearly
revealed in cases brought by the
Department of Justice' against
American companies~in league

‘with ‘the German ‘dye-trust, I. G.

Farbenindustrie. Nations conguer
or are vanquished but the monop-
oly profits of the private economic
empires continue,

There are also the secret agree-
ments which divide fields of pro-
duction and sale.” By these de-
vices, the conspirators divided the
pie not geographically but accord-
ing to product. ' They may all
operate in the same area but re-
strict: themselves to specific op-
erations or products. No one dares
enter the field granted to another,

Such was the case in the glass-
ware industry, Here, the conspir-
.ators created exclusive fields 'in
which - each acquired 4 monopo-
listic and noncompetitive position
in the production and sale of a
particular type of glassware. The]
buyer found a complete absence
of competition in each field.

You have also heard stories
about .the suppression of inven-
tions and the smothering of dis-~
coveries.

You know about the match trust
and its miracle match which

could light one thousand times
but which never reached the mar-

ket No conventional monopolist
would ‘think" of ‘allowing such' a
match to reach the consumer. The
consumer might be benefited but
match sales' would be drastically
reduced. i

The introduction of fluorescent
lighting was retarded. Here, pow-
er company revenue was at stake,

Again; so  that more electric
lamps could be sold, the manu-
facturers built them with shorter
life.

Vitamins have been kept from
the poor and the lame. Vitamin
D is a boon ‘to children with
rickets who sufter from maltor-
mation due ' to  defective bone
metabolism. Rickets = are most
prevalent with the poor:  The
poor are also the largest consu-
mers of oleomargarine. -,

Some years ago, patents for pro-~
ducing vitamin D by ultra violet
ray came into the hands of a uni-
versity foundation located in'a
butter producing area. The sole

‘right to use this artificial method

of producing vitamin D in foods
belonged to the foundation.

The foundation denied licenses
for irradiating oleomargarine with
vitamin D to manufacturers of
oleomargarine because the patent
holder was as the inventor, said,
unsympathetic to oleomargarine.

Monopolists think of their prof-
its first and of the people last.

These are but a few of the prac-
{ices engaged in by the monopo-
lists who would tear down our
free enterprise system while they
declare their love for the Ameri-
can way of life.

Fortunately these men are in
the minority.

I wasn’t always Attorney Gen-
eral Clark. ~Once I was just At-
torney Clark, one of the lawyers
in the Department of Justice.

In later years, it was my privi-
lege to be Assistant Attorney Gen-
eral in charge of the Antitrust
Division. I speak, therefore, from
first-hand experience in antitrust
work when I say that these men
are in the minority.

Most Business Men Play .
Game Squarely

. On the whole, the business men
of Amerlca, of which this associa-
tion is very representative, play
the game' squarely. :They give
the other fellow a chance and are
willing to pass on. a.reasonable
porticn of their gains to the buy -
ing public.

That is the way the fair Amerx-
can shoe manufacturer:and the
{fair American textile machinery
manufacturer operate.

1t is the way laid down by the |

founders of this country. - It is the
way crystallized by the provisions
of the Sherman Act.

In giving us the Sherman Act, a
Congress more - than fifty years
ago reaffirmed by statutory en-
actment the American prmc1ple of
freedom’ 6f opportunity in‘a com=
petmve system. = Since the begin-
ning -of - the century, the Demo-
cratic ‘and Republican party plat-
forms have repeatedly -pledged
adherence to these principles.

" The Sherman. Act is rightfully
known as the Magna Charta of the
free ‘enterprise system ‘and the
Bill of Rights of business.. ' :

The Sherman -Act asserts the
principle that in a free market,
enterprise ‘and  initiative - shall
have the opportunity to compete
without fear of restraint by com-
bination, and without fear of re-
prisal by monopoly methods.

The Sherman' Act asserts the
principle that the ultimate inter-
ests of the entire economy and of
all the people will be best served
by freedom of opportunity to in-
troduce new -ideas, new ' goods,
and new services, and to enter the
market ‘and - compete on equal
terms.

In the famous Trenton Potterles
case, the Court found the Con-

gressmnal intent in enactmg the

Sherman Act 1o be:

. based upon the assumptlon
that the public interest is best
protected from the evils of mo-
nopoly and price control by the
maintenance of competition.” . :
The events of recent years have

amply demonstrated the wisdom
and ' foresight of the Congress
which wrote this charter of eco-
nomic freedom.

An astounded ' world watched
our industrial machine pour forth
the goods ‘and materiel which
overwhelmed the enemy.

Many nations in a weary world
look for succor to our government
and our system of free enterprise
and free opportunity and would
emulate that which has brought
to us the greatest standard of liv-
ing known to any people of the
world.

I have just returned from a
Europe sick from many ailments.
Very ‘apparent is the disease that
comes. from industrial combina-
tion and cartelization.

It is‘a hateful disease which
must not infect us. Our job at the
Department of Justice is to pro-
tect the American economy from
contagion, :

Function of Justice Department
The Department of Justice must
preserve our economic freedoms
and the civil rights which flow
from them by enforcement of the
Sherman Act. .
The Department of Justice is

‘the public protector. It is the law

department of the greatest clients
in' the world—the United States
of America and its people.

Many  antitrust actions start
from the people. Complaints are
received by the Department of
Justice every day.

One may be from the machine
tool manufacturer who finds ail
his suppliers of ball  bearings
lined up ‘against him offering
bearings at identical prices.

Another may be from the to-
bacco farmer who finds himself
confronted with the same prices

and buying conditions  from all

the big tobacco companies. ;
Another may be from a munic-
ipality which is planning fo build
a school -but finds that all con-
tractors operate through a bid de~-
pository ‘and decide, among them-
selves who shall be the successful
bidder and at what price the sucr

cessful bid shall be made.

And - still another .complainant

may bewail the fact that over-
stocked ‘suppliers have agreed to
withhold ' their goods from the
market to create a scarcxty with
consequent higher prices or to put |}
him out of business.
If, after investigation, it is de-
termined " that the complaint is
well-founded, the Department of
Justice moves swiftly.

Where it is plam that the oi-
fender clearly intended to violate
the antitrust laws, criminal in-

‘dictment. is immmediately sought.

Let me say very. clearly that
the : Department of Justice does
not seek to punish for the sake oi
punishment. It does not carry on
a vendetta with the businessman.
It seeks only to deler:the viola-
tion of our basic economic law.

The civil action is used to ob-
tain affirmative relief.

Large fines do not correct the
situation which has already be-
come fixed. - In such cases, we ask

the ‘equity courts to order relief
which - will - remove: the - wrong
complained . of ‘and dissipate itz
effects.

Where an illegal business struc-
ture exists, we may ask that it be
dissolved if it is indicated' that
this is the way to remedy the
wrong. ’

Where a corporation uses - its

subsidiaries, divisions, or plants
in violation of the antitrust laws,
we may ask for what- in legal
language is known as divestiture.
This 'means separating the sub-
sidiary, division or plant from its

| parents towards the end that two

competitive. units will appear in
place of the single structure which

acted in vrolatlon of the antitrust = :

laws R

Hits Concentration of Economic
- Power

We must untrack the trend to-
wards concentration of economie
power.

The Smaller War Plants Corpo-
ration recently issued'a report to
the Senate Small Business Com-
mittee. ' The report decries the
trend toward mergers and acqui-
sitions which was accelerated dur-
ing the war and which must be
prevented and reduced in stature.

The report concludes that anti-
trust, small-business and surplus-
disposal programs are the reme-
dies indicated: -

The Antitrust -Division of the
Department of Justice has long
maintained separate sections deal-
ing with small-business problems
and surplus property disposal.

I should like to make another
point clear about the Sherman Act
and ‘its enforcement.

We know that because of the
broad language of the Sherman
Act, violation of its terms is some~
times unpredictable although the
Supreme Court is making clearer
and clearer the bounds of proper
activity. = Nevertheless, should a
specific program be contemplated
and ‘should the planners be fear-
{ul that it violates the law, the
Department of Justice is prepared
to discuss it,

The American business man
who wants to play the game ac-
cording to American rules has
nothing to fear,

We are now going back to.the
cld rule book. For five weary
years, business has complained of
the OPA and price control. .
has begged for the return to the
economies of supply and demand.

Well. it is just about here. Busi-
ness will be c¢nits: own.  There
will be no government to whip
and to blame, It is expected that
business will accept the responsi=
bility of the free market. It is
expected that ' business will not
substitute private price control
for ‘government regulation. The
average American — the elevator
operator, as well as the apartment
building owner, the shoe  store
salesman and the chain store op~-
erator—has been protected from
runaway prices under government
control. They are entitled to ex~
pect fair and reasonable treatment.
with the removal of. government
control.

This is now the obligation ‘of
business. To shirk this obligatiomn
is to betray a trust imposed om
business by the removal of con-
trol. ‘It is to shirk a responsibility
to.the public and to the free en-—
{erprise system.:

The removal of price  control
places the free enterprise system
on trial. The ‘American business
man hae a personal and vital in—.
terest in" the preservation of the
American system of free.enter-
prise, free opportunity and free
men. His future: as an mdependent
business man depends upon: vig-
orous, night and day enforcement
of the antitrust laws.

We call out, then, to business
men like you to help us.

‘For it is’ with' your. continued
support and assistance in enforc~
ing our basic economic law that
the Amerlcan business scene will
remain free from enterprise and
open for opportunity.

.| Funk & White Formed
In San Antonio, Tex.

SAN ANTONIO, TEXAS—Funk:
& White is being formed with of-
fices in the Frost National Bank
Building to continue the invest= .
ment  business of ~ Creston H.
Funk. Partners ‘of the new firm
are  Mr, Funk and L. Smiley:
White.. Mr. White has been trust
officer of the Frost National Bank
of San Antonio for the past
eight years.
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 Distribution—A Key to Full Employment

‘(Continued from page 2219)

- simple. These  experienced no.
‘drop in demand for their products
as the goverament moved out of
the market as the principal buyer.

Tne significance of this shift is
reflected in the past year’s changes
in the total expenditures compris-

- ing the nation’s total output: of
goods and services. During 1945,
a year during which wartime out-
put reached its peak but before
the end of which reconversion

~was under way, the value of the
gross national product was ap-
proximately $197 billion. Of this

:total, . government  expenditures
accounted for $83 billion, private
gross capital formation (residen-
tial and other construction, pro-

. ducers’ durable equipment, etc.)
aggregated $9.4 billion, and con-
sumers’ expenditures of goods and
services amounted to slightly less
than '$105 billion." Even though
government expenditures began to
drop sharply after V-J Day they
averaged for the year as a whole
more than 40% of all the goods
and services we produced.

Distribution of Gross Annual
Output

If we now look at these same
figures for the second quarter of
1946 ‘'we will note that some sig-
nificant = developments occurred
between the surrender of Japan
in August 1945 and the end of the
first half of the present calendar
wyear, The value of the gross na-
tional output of goods and. ser-
vices was now running at an an-
nual rate of $185 billion, This an-
nual rate consisted of government
expenditures amounting to ' $38
billion; private capital formation,
$25 billion; and consumers’ ex-
penditures, - $122  billion. Thus
. while the annual rate of total out-
put had fallen by 6%, the share
represented by. government out-
lays had fallen by nearly 55%;
the amount represented by pri-
vate investment in plant, capital
equipment, construction, net ex-
ports, net change in inventories,
etc., had risen by 166%; while
consumers’ expenditures showed
an increase of 16%.

In general, these. figures reflect
the kind of shift that was to be
expected.. As government expen-
ditures declined, private capital
formation and consumers’ expen-
ditures rose. It was to be expected
that as wartime requirements re-
laxed, much - needed capital
equipment would  be replaced,
residential and industrial con-
struction would get under way in
order to meet peacetime needs,
and that depleted inventories
would be built up. In view of the
exceedingly low volume of output
of consumer durables during the
war it was to be expected that
the buying public. would be  in
the market for ' automobiles,
. radios, household appliances, and

a host of similar products as soon

as they were available, :

As we examine - these figures
more carefully, however, we find

a number of interesting problems.

One of these relates to the nature,

as distinguished from total value,
_ of consumer expenditures, Since,
@s is implied in the title of my:
talk tonight, distribution has an
important role in:achieving and
maintaining a high volume'of pro-
duction “and  employment, - it is
well that we examine. the cur-
rent trends in consumer expendi-
tures. as reflected by the sales at
retail stores, - .- ‘

Changes in Retail Expenditures

During the period between the
two world wars the volume of re-
. tail trade was very closely asso-
" ciated with the level of consumer
incomes. In other words, the vol-
ume of retail business was almost
* 'entirely dependent on the aggre-
- gate incomes which consumers re-
ceived during a period in which
the economy experienced a wide
variety of changes and dynamic
shifts. :

however, because of short sup-
plies of goods, price controls, ra-
tioning, and the desire on the part
of individuals' to ‘save more, the
volume - of retail trade was: far
below . the amount  which con-
sumers would have bought: had
expenditures maintained the pre-
war. pace with the much higher
incomes. Even in the first half of
1945, if consumers. could have
bought  in accordance with the
same pattern as the prewar years,
they would have spent almost $20
million more in retail stores than
they actually did. !

After V-J Day the pressure for
saving a large part of consumer
income was gone, prices increased,

‘more goods began to flow into ci-

vilian markets, and as a conse-
dquence consumers accelerated
their rate of expenditures at re-
tail stores to the point where by
the middle of this year they were
virtually in line with the prewar
relationship of sales to incomes,
In other words, 12 months, 12
months after V-J Day, the dollar
volume of consumers’ spending

| and savings had been adjusted to

the normal peacetime relationship.

In this process, howeyer,; sig-
nificant distortions in the buying
pattern resulted. In the first place,
many types of goods were still
unavailable, such as low price
shirts and other articles of ap-
parel, automobiles, refrigerators,
etc. As a consequence consumers
shifted their purchases to the
items that were more plentiful,
primarily nondurable goods or soft
lines. Second, millions of demo-
bilized persons formerly in the
armed forces had to outfit them-
selves  .and therefore: created a
temporary demand not only for
many nondurable goods but also
to a large degree for house fur—
nishings and furniture. These two
factors resulted in a sharp distor-
tion in the character of consumer
buying in the sense that purchases
in the mondurable goods stores,
such as food stores, department
stores, drug stores, eating and
drinking places, ahd apparel stores
were excessively high in relation
to. the amount: that could have
been expected on the basis of the
prewar relation to income.. On
the other hand, sales at durable
goods stores, particularly motor
vehicle - dealers -and household
appliance and radio ‘stores, were
greatly deficient in relation to in-
comes,

Thus, while retail sales moved
to peak levels during the course
of ‘the current year, running at
about 25% over the corresponding
period of 1945, and while in the
aggregate they were in approxi-
mate balance with incomes, the
current pattern of consumer buy-
ing raises a number of pertinent
questions. ; !

For example, will - consumers
tend to curtail their purchases at
non-durable goods stores as the
flow 'of consumer durables rises
to a substantially higher level?
In other words, will total con-
sumer spending continue: to be in
line with incomes by shifting pur-
chases from the nondurable goods
stores  to the: durable stores. as
more supplies of durables becomes
available? \ If this should happen
the prospects for many retailers
now engaged in selling nondura-
bles may not be very bright. The
reason for this is that assuming
that nondurable 'goods" expendi-
turesare brought into approximate
balance with prewar relationship
to income,; the current high level
of sales at nondurable goods stores
could be maintained only if. con-
sumer incomes. increased = very
substantially from present:levels
—by more than one-fifth—an in-
crease which probably will not
eventuate in the near term.:

The other.alternative, assuming
the ‘maintenance of present in-
comes, is that consumers will not
curtail significantly -their pur-
chases at nondurable goods stores

able, This implies that consumers
will save a much smaller propor-
tion of their incomes than has
been the case in the past.

Propensity to Consume

At the present time there is no
evidence ‘as'to which, of the two
alternatives will actually eventu-
ate. It will not be possible to know
until a much larger flow of dur-
able goods comes forth." However,
there are two factors which may
lead to a greater' propensity to
consume, First, the total liquid
assets held by individuals is much
higher than ever before, Although
there is: no conclusive statistical
evidence that this factor ‘tends to
increase the propensity to con-
sume permanently, we know it
has at least a temporary influence
on- raising  the level of current
consumption beyond that  indi-
cated by the prewar relationship
of sales to income.  Second, the
developments during the war and
since  the .end of the war have
tended to narrow the dispersion
among the various income groups.
The effect of this development is
also to increase the propensity to
consume, although not to a con-
siderable degree, ¢ i

What are the implications. of
these trends with respect to the
problem of the. role which dis-
tribution can play in the main-
tenance of a high level of employ-
ment? The maintenance of a high
level of employment depends on

continued high purchases of dur- |

able goods as well as-all types of
nondurable goods and services—
in other words, on a stable high
level of private ' expenditures.
Since the purchase of most dur-
able goods eventually will depend
on replacement demands plus an
increment  reflecting  population
growth, it is not likely that such
purchases can be sustained indef-
initely at high levels. In other
words, this is the'area which in
the past has been most unstable
and has contributed to booms and
busts. Thus, to offset a slackening
demand for durables ways must
be found to increase the propen-
sity to consume in other areas. It
i¢ ‘at this point that businessmen
can make their: greatest contribu-
tion to the maintenance of a high
level of sales and employment.

. A Buyers” Market Coming

Right now retailers are facing
a sellers’ market. But as the pro-
duction of consumer goods in-
creases and many of the unfilled
consumer: demands have ‘been
satisfied, distributors: will then
face a' buyers’ ‘market. At that
time, if not before, it will be nec-
essary to initiate measures aimed
at maintaining and increasing the
total sales volume. Distributors
can assist in this process directly
by taking such meastires as more
enlightening = advertising, better
window displays, additional ser—
vices to customers, refusing to
merchandise poor quality prod-
ucts, adjusting prices, etc. In this
way a weakening demand in one
area might be offset by increasing
the demand in other: lines and
thus help to maintain employment
and incomes and in turn sales and
profits. :

Thus, businessmen have a ser—
vice to perform mot only in their
self interest but also for the na-
tional interest by adopting sales
and marketing policies which will
promote increasing demands for
goods and the lifting of the level
of consumption to 'a point consis-
tent with a high volume of em-
ployment. ;

The problems of the postwar
period -magnify the need for a
more scientific appraisal of mar-
kets for our products. There is
also a need for careful adjustment
of the productive capacities of our
industrial plants to consumer re-
quirements. The effective recon-
version of our plants for peace-
time production will facilitate the
development : of intelligent . and

.million  were - employed by the

trade at home as well as abroad.
Above all ‘else there must be an
active effort made. by ‘manufac-
turers to integrate their interests
with . those  of 'distributorson a
basis of mutual helpfulness.

Production, ' distribution,  ‘and
employment are interdependent.
First of all the distributive trades
make ' an important direct con-
tribution to employment. In 1940,
for example, out of approximately
45 million employed ' persons,
more than 7.5 million were em-
ployed in wholesale and retail
trade, . while " approximately 3.1

transportation and = communica-
tions industries. The service in-
giustrles, many of ‘which closely
integrated with ' the distributive
trades, ‘employed approximately
10 million. it

“In‘the field of marketing and
distribution the level of employ—
ment may be materially “influ-
enced by its effect on the propen-
sity to consume. The marketing
of new products, the creation of
new .desires through advertising
and selling, and the development
of new markets often have; as we
well know, contributed effectively
to the maintenance of production
and ‘employment. The degree to
which marketing efficiency and
techniques influence the aggregate
volume of business expenditures
on plant and equipment is per—
haps not so pronounced but, un-
der  certain conditions, it may
exert an important influence on
investment opportunities.

Domestic Activity and Foreign

: Trade °

We have heard a great deal
during recent years of the close
relationship between our domes-
tic level of business activity and
the volume of' imports and ex—
ports. I want to call attention

therefore to the international
aspects of production, distribution,
and employment. As early as 1941
certain broad principles of post-
war reconstruction were enunci-
ated in the Atlantic Charter, In
1942 when the. United States
signed the Mutual Aid Agreement
with Great Britain, we gave of-
ficial expression to the view that
postwar expansion of the produc—
tion, exchange and utilization. of
material .goods. throughout the
world depended  upon interna-
tional cooperative action. Article
7.of the Master Lend-Lease Agree-
ments declared that ‘‘the expan-
sion, by appropriate international
and domestic measures, of pro-
duction, employment, and the ex-
change. of . consumption . goods”
was one of the material founda-
tions of the welfare of all peo-
ples. It was certain, however, that
these principles would have to be
implemented by concrete steps
designed . to produce results, It
was’ also necessary that positive
and vigorous action be taken in
the ' commercial, ‘monetary, and
general economic field by reduc-
ing unnecessary trade barriers, by
eliminating inequitable trade ar-
rangements, by cooperating in the
development  of productive ca-

monetary relationships among the
various nations.

Some of these ideas have now
found concrete -expression in the
establishment of the International
Monetary. Fund and the Interna-
tional" Bank - for ' Reconstruction
and Development.. The proposals
for expansion of world trade and
employment,  ‘which were  an-
nounced in December, 1945, at the
time of the conclusion of the An=-
glo-American financial arrange-
ments, have been made the basis
of a suggested charter for an in-
ternational trade organization .of
the United Nations. In submitting
these proposals on' Nov. 1, 1945,
W. L. Clayton, then Assistant Sec—
retary of State, stated the objec-
tives in . their ' clear “meaning :
“Powers of . production are now
the greatest that the world has
known.. To bring them into play
requires agreement on principles
on exchange and - distribution
which will permit trade, produc-
tion, employment, and consump-
tion, all to expand together.’- . -

Progress of Conversion
. What about the overall progress
in.the change-over .to peacetime
production and distribution? Out- -
put has increased in a number of
industries.  With military require—
ments continuing to decline it has
been possible for some time to di-
vert an increasing share of cur—
rent output into civilian channels.

In ' the developments of recent
months two things stand out. The
first is the continued rise in con-
sumer purchasing, despite the fur-
ther drop in income payments. to
individuals. The second is the
rapid rate of expansion of priva‘e
capital = expenditures, . notwith~
standing the various. bottlenecks
that have had to.be overcome .or
that we still need to cope with.:

In appraising the longer-range
outlook it is perhaps appropriate
and timely that I quote from the
recent report of the Director of
War Mobilization and Reconver-
sion: !

“At the present time, the high
levels of business investment and
consumer expenditures are still
strong inflationary pressures, De-
mand in general is greater than
supply. Butasthenation’sindustrial
machine ‘becomes fully organized
for peacetime production, business
spending for inventory accumu-
lation will decline. The increased
flow of consumer durable goods,
especially’ at present high price
levels, will require consumers. to
increase their total expenditures
far.above eventheir current high
levels if the goods are to be sold.

“For the present, government
policies  are coordinated and. di-
‘rected toward increasing produc-
tion on the one hand and reduc-
ing total demand on the other
hand. But if consumer spending
or business spending should fal-
ter, due to continued price in-
c¢reases, declinés in the stock mar-
ket; or psychological factors, the
government must be prepared to

pacity, and by  establishing a
sound - system " of financial and

readjust its policies to promote an
increase in consumption.” !

—

\ ‘ Newl;ort News
~ Shiphuilding and Dry Dock Company

Statement of Recorded Cost of Work Performed During the Thirteen Weeks
and Thirty-nine Weeks Ended Septembet 30, 1946, and September 24, 1945

(Subject to year-end audit, charges and adjustments)

Thirteen Weeks Ended

September
30,1946
New Ship Construction
Ship Repairs and Recon-
versions
Hydraulic Turbines and
Accessories and Other

Work 2,051,000

' $ 8,431,000 $20,864,000
4,761,000

Thirty-nine Weeks Ended
September September
30, 1946 24,1945

$25,446,000  $74,678,000

‘September
(24,1945

7,373,000 . 2,387,000
( bt
3,417,000

743,000

1,414,000 3,674,000

Totals <[ iy $15,243,000

'$23,021,000.  $36,493,000 $80,482,000

By Order of the Board of Directors

October 23, 1946

R.L FLETCHER
" Comptroller

PR

i i During the recent ‘war .years, - as. more: durables become avail-.workable programs for conducting
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- military vehicles, 41 billion rounds
of amunition, four hundred . and
« thirty million tons ‘of  steel, to.
mention only. a few.categories of
war-like ‘merchandise. This  pro-
duction dwarfed the most extrava-
- gant hopes :of _the President and
~our Allies and drove Herr Hitler
into the arms of a whole platoon.
of psychiatrists, It, in literal truth,
. demolished the deadliest military
coalition of all time and the Ger-
many, the Italy and the Japan of
- the Berlin-Rome-Tokyo Axis are
- now only. dimming 'and  foolish
memories. 5
1 Iike to remember that all this
happened in a free society and in
a society that remained free des-
‘ pite the pressures and travails of
its greatest peril. It happened in
“a system of free and uncoerced
- enterprise—of capitalism' under

democracy. .

Postwar Uncertainty And.
Confusion -

Following ' every great ' war,

. there has been a period of un-
- certainty < and - ‘confusion, some-
* times amounting to chaos.” That
‘ period - is' now ‘upon us and we
" who were: invincible in war. are
“somehow ' paltry  and petty ‘in
" peace. Where we were once strong
" in our unity, we now quibble over
senseless - trivialities. 'We ' hedge
- and haggle over the smoking ruins
- of a blasted world. We blind our-
* selves’ to realities 'which' ‘every
“ school boy in the next generation
will be able to see with crystal
- clarity. What are some of these
! realities? ! ‘ SR
' That nothing matters unless we
have brains: enough to establish
~'world peace as a permanent and
immutable condition, .. 
That we can’t serve world unity
unless we develop some unity
here' at home.: G

Russia as a Competitor

. 'That for the first time since
7 shortly  after the ‘Civil War, we
" have -a 'mighty: industrial com-
¢ petitor-—a nation whose industrial
- strength is potentially as great as
our own, whose resources may be
© greater,
I have seen at close focus the
industry of the Soviet Union and
+ I know that' the Russians are
" building in the image of Ameri-
can industrial technology. They
" have studied and are beginning to
- understand ‘'mass’ production and
- they have decided that they can
“ beat us at our own game. They
- intend to make more steel, more
- machines, more tools; bigger, bet-
. ter and more factories; -they in-
. tend .to. develop  their' vast re-
sources more effectively than we
* have -developed - ours. This was
- made  perfectly ' ¢lear to me’ by
- conversations ‘I had' with’; people
_ all over Russia. from seldiers and
. unskilled factory workers up to
plant managers and - even  Com-
¢ missars.. . ot
: 'The "world today -is" watching
two diametrically different politi=
.cal systems at work—the Soviet
‘system and the American system.
‘The - competition - between them
can and must be a competition of
peace and progress not the coms<
petition' of war and destruction.
.The Soviet system.is presumably.
good for the Russians. The Ameri-
‘can system is undeniably good for
us, as witness  the . results. “The
-Russian system is based on some-
thing close to absolute  distator-
“ship even if it is called “dictator-
ship of the proletatiat,” whatéver
that means. It is repugnant to us

have learned.through bitter ex-
perience . and cruel ‘frustrations
that - incentives are necessary to
the individual if the individual
is to 'produce for himself and for
society at his maximum capacity,
They have, consequently, refined
the . application of the speed-up
beyond -any degree’ I-have-wit-
nessed  in this country and they
have' developed an jircentive sys-
tem which is spurred: by every
imaginable impulse including fear,
Factory workers are pitted against
each other and against workers
in - comparable plants elsewhere.
The rewards are better standards
‘of living and prestige. I visited at
the .home of a-Soviet plant man-
ager' whose income in terms of
living standards was equal to that
of an American executive of equal
responsibility. .
The American demands and will
not be deprived of liberty of ac-
tion, of speech and of thought; the
mainspring.of our incentive meth-
odology ' is liberty—freedom of
choice, Most of us would. rather
be paid less: for doing what we
want to do than be.paid more for
doing . what. someone ‘orders us
to do. .. :

It involves:responsibilities as well
as rights. Production volume—su~
perior to our industrial triumphs
in’ the' peacetime past—is needed
to restore our economy and make
our system- of life ‘meet its creed
and .its pledge.. We must have
houses for the veterans back from
the war because our debt to:them
is incalculable.”We need automo-
biles in order:to re-mobilize our
economic processes. We need re-
frigerators, washing machines, all
kinds of electrical and mechanical
appliances ‘which are coefficients
of ' the American standard of
living. 2

But we have a parallel and per-
haps an even graver responsipility.,
We must produce to restore the
économies of ‘the world. No, if

won’t’ do any more, to say that|

what happens to the rest of the
world is no concern of ours.  We
said it once and- withdrew  into
our continental paradise and with-
in less than a quarter of 4 century
we again collide with catastrophe.
It we say it again it may be our
last catastrophe. We can’t sit at
a feast and: look out the window
at starving and desolate - people.
Unless we accept the Ileadership
imposed ‘upon us by our victory:
at-.arms - that leadership will be
lost forever. -~ :
I do not believe that the world
is looking to us for’:charity al-
though it might well do’so becatse
it is a bleeding, wounded and des-~
perate world. Less fortunate peo=
bles who- have' heen shattered by
war merely ask us to help work
out. methods for doing business-
with them to.our own, as well as
to theéir beneéfif.. They want us
to divide goods for the reconstriuc=
tion of their transportation and in-’
dustrial - systems. They  want, 1
think, certain spiritual strength.
They- want us to help them help
themselves, -+« - -y ;
-If we do not meet this appeal
we in America of 1946 may be.the
generation - of - the' damned, To
meet it we must conquer our own
disunity = we ‘must end our pic-~
ayune bickering,” we must banish
all temptations which lead us to
the chauvinism which is as out-
moded in thet atomic “age as the
chariot and the catapult. :

in principle yet we should reflect
that as far as we can tell, it is
bringing mass education- to the
Russians, is trying: to raise their
standard of living although it has
not given them the kind of free-
dom we' cherish.

We should also remember that
it has, in less than three decades

]

. Strife Between Labor And
Management . -

The strife between management
and “labor' since the end of the
war is a national disgrace. If it
continues at its present pace, ‘it
can seriously disrupt our econom-
ic processes.and it might conceiv-
ably, wreck them. Full production

moved a long, long way from the|in America is dependent upon the

Responsibilities of Our Freedom
.But freedom doesn’t come -free.:

i thundreds. of thousands of ﬁarts

down ' to, the smallest bolt and
rivet and the smallest dislocation
of these routines ¢an throw out of

tion. "Yet with both national and
international " well-beihg looking
toward. American: production for
help, there has been interference
from almost = every imaginable
source. d

Any one who planned to des-
troy our counfry and its way of
doing things could scarcely have
adopted a sounder formula,

The right, to strike is a' funda-
mental in America  and no one
contraverts it because forced labor
is. unthinkable. We' didn’t resort
to forced labor even in war when
our - national existence - depended
on production and we shall not in

notes the resﬁon‘s_ibility of . not
striking until h

collective 'bargaining has broken
down. American management has
learned to accept collective bar-
gaining but resents—and I believe
rightly-=collective bullying,

Right now. in" Hollywood a vi-
cious strike is going on between
two unions-—both members of the
AFL-who cannot agree on the
‘classification of only 350 workers,
Many.. thousands ‘of “others . are
partly or wholly out of work: as
a.result of this purely inter-union
dispute in which management .is
only a helpless bystander. They
are- breaking open each other’s
heads in the streets and spreading
terror and intimidation. The pro-
ducers ‘are trying, feebly to coop-
erate toward a settlement althoueh
they are threatened by both sides
of the argument. This strike went

unless the. Government steps: in
and brings the strikers to their
senses, it may go on for another
nine months while the producers
and .the employees of the industry
suffer to the extent of millions of
dollars, S e d

- I doubt if there is a logician in
existence who(ppuld ferret, out the
flimsiest excuse for jurisdictional

strikes of = this“ort.” Nor “could
most labor leaders; as they them-
selves admit,

American management has
learned——but apparently American
labor has not—that - our ‘people
will simply not stand for too much
concentration of power in any one
nman or any one group. It offends
all ‘of ‘our traditions- and it ‘'was
against such _concentrations :of
power that our forefathers: re-
belled when' they immigrated to
this countty. Nothing more arouses
the wrath-of puiblic ‘opinion than
the usurpation of too much power
by any single set of intefests.
“We are all attachéd thore or
less to special interests and many

of ‘us 0 ‘more -than one group on
interests " bécause. they tend to
overlap. But’ no' single group-—
business, Iabor, agriculture, poli-
tical bureaucracy, the professions
—can SeiZe an inequitable dmount
of power without Seriously dis-
turbing the balance of the -entire
€conomy, From the Very: begin-
hing of our. ecountry, history has
Shown that when any one group
gets t6o big or too grasping, pub-
lic- opinion-—the ‘opinion of the
whole—cracks down on‘it, dis-
ciplines it and someétimes all’ but
smashes it, That is why--despite
the frenzies and furores which
roar across the country from time
to time—I 'do’ not ‘believe that we
shall ever be in ‘dangér’ of a dic-
tatorship - of - either the Left or
Right. This escape from the pos-
sibility ‘of" authoritarian “control
was the aim of the founders when
they -set up- the "constitutional
checks and balances which have
‘kept' our country-a going- concern
and a growing concern for nearly
a century and three quarters.

.Business Must Serve Useful

. Tunction -
- No- business can long exist un-
less it serves a useful social and
economic - function—and  money
making, pleasant as it may be, is

gear large continuities of produc-]

peace but the right to strike con-.

onest ‘and sincere.

on for nine months last year, and.

but. by no means all of it. I do
not beg to be pardoned forthis
platitude  which 'is. celebrated
more by utterance than'by obedi-
ence. No- business can’ long exist
unless it produces its goods or
services  at ‘the ' lowest possible
prices consistent with the quality
that people require. Business has
its faults, some 6f them very pic-
furesque, as' does every other
group but a considerable part of
the denunciation which ‘it sus+
tains daily is illogical: and' irre-
sponsible. Business ‘can be tough
but so can labor ba tough and so
can the world be and is tough. But

I have heard very few business-

men object to the payment of high
wages they thought possible after
averaging the natural rights of
their customers; their workers and
their stockholders. They know: it
is to their enlightened self interest
to’ pay ‘maximum wages if the
people to whom those wages are
paid have an equally: practical
self interest -in producing ' more

and more ‘goods at less and léss

cost. The  preponderant majority
of miodern’ businessmen believe.

in paying high wages because high’

wages are ‘the fuel which drives
our whole' system—but they he-
lieve in paying ‘them' for work
produced and-~I must’ emphasize
again—for work produced. j
A new world is coming although
I would not like to ‘go on record
ds diagnosing thé ‘condition of its
liver or its' basal metabolism.
What emerges from the war is
preordained to be diffeérent from
that which existed before the war.
If business wants to assume its
just. position in the composite of

influences and forces which will’

shape. our relationship fo the rest
of the world and its relationship
to us, business will have to re-
capture the leadership it once ex-
erted and show that it recognizes
that our contept of economic free-
dom prescribes bringing the great-
est good to the greatest number.
We need. business statesmanship
now as never before and in the
same sense, we need labor states-
manship and above all we need
deliverance from the kind of fam-
ily squabbles that have no dignity
in_ this new and very ominous
stage of world history.

Such statesmanship demandsg
that we in the United -States give
evidence of the same unity which
is necessary for.the whole world
if peace is to be preserved.

. The reason I am certain that

business can contribute. to .the
statesmanship  so - sorely needed
throughout the world is that I
have seen American businessmen
achieve miracles—miracles whose
impact shoek the world.

During the course of my duties
at Washington, I'travelled around
the world three times and visited
practically ‘every - ‘country ‘which
had joined with us' t6 'sink the
Axis. I know how these’countries
feel
Some of them haven’t learned to
admire our pelitical doctrines; in
fact,” many ' feel that theirs ‘are
superior; But they have a ‘whole-
‘some respect for ‘our -ability fo
produce, our ability to raise living
standards  and ‘they want us to
show theni how we did it:

Nations like' China ‘which have,
in the past; beéen from 85 to 90%
agricultural have come to realize
that they will remain at the bot-

tom’ 0f' the economic heap unléss

they: are’ able to ‘develop a pro-
gram of intensive industrialization.
There is a place'in the world
today for business missionaries to
supplement the religious mission-
aries which have spread their gos-
pel throughout the world.
American business can ‘expand
its “ opportunities by producing
foods.- for example, in a country

like China. To accomplish this it/

is not necessary or desirable to
exploit the Chinese; we have no
talent for this sort of exploitation
as the record shows. We can ex-
pand' our textilé - businéss, our
automobile ‘tire business. We can
build . trucks, railroad equipment,

about .. American business.

‘household . appliances and 'so on

for such peoples-—not :to compete
with our own industries—but to
sell to countries' which by reason
of ‘low wage scales cannot now
buy the  products of American
factories and American workers,
We do not want to reach ‘thege
markets  of more than a billion
people at a cost to our own stand-
ard of living but we do not neéed
to do so. ‘The job can be handled
by manufacturing in the countries
whose living standards,.by all that
is kind and human and décent
need to be raised. There are more
than four hundred million people
in Chiha who are friendly to the
United ‘States, Wwho need our

now-how ‘and guidance in order
to assume ‘a' worthy position in
the world.

Must Have World Ec¢onomic Unity

This, in my opinion, is the real
and the practical way to world
economic unity which is quite
as essential ‘as world . political
unity and both are indispensable
if ‘we expect to arrange a world
without war, Pk i 8

A world with war will be, I am
afraid, no world at all, Let us
not admit even: the possibility of
war. At the risk of being repeti-
tive I 'should like to re-emphasize
the folly ‘of saber-rattling and
swashbuckling about Russia and
the menace of Communism, Using
ordinary ‘country horse-sense, we
are bound to see that there is noth-"
ing in Communism that would ever
appeal to the American Tempera~
ment. It offers' nothing that we
don’t already have and we gain
nothing by throwing the word
Communist around as. if it were
a hand full of mud and we were
a gang of small boys.

As 1 said I've talked intimately
with Communists on their home
grounds from the small fry to the
head man and I didn’t either feel
poisoned or that they have any-
thing to teach us. After touring
Russia with my eyes wide open
I found little that Karl Marx
would have described as his brand
of Socialism. I respect and, ad-
mire the Russian people—any one
can see that they are developing
their industry and natural re-
sources with great energy ‘and
considerable intelligence. I like
them and I confess: I have a solid
respect and -even - affection - for
some  of their leaders but that
does riot mean that I have the
slightest inclination for ‘their sys-
tem,’ except-insofar as they have
fallen back on that grand . old
American device of using incen-
tives in order to get results. An
incentive is an incentive no mat-
ter what language ‘is used to de=
seribe and glorify it. Lo
Don’t Babblé About Communism’

‘Suppose. we call, & moratoridm
on :the game' of dragging ‘imagi-
nary Communists out from under
the bed, yelling for the police and
sereaming insults at our late gals
lant and honored ally. If we insist
on our own’ freedom ‘of choice
and freedom of opinion, let's’ e+
knowledge that our fellow mem-
bers of the United Nations have
the same right and lets quit this
infantile 'babbling that Commi-
nismi and Democracy cannét live
and work together in the
same world.  We've lived in
the same world with® Czarism,
Prussianism and frée hand ter-
rorism without wanting to start
a fight. We've lived in the same
world with every breed and blend
of autocracy, did businéss with its
‘exponents and let them go their,
way while we went ours at no
expense to their or our profit or
pleasure. We've lived in the same
world with polygamy, cannabal-
ism, anarchy and ardent tribesmen
who believed that their mission in
life was to destroy their-mothers=
in-law. There was a time in the
history of the human: race when
people who - had ' conscientious
scruples against the use of fire
wanted to butcher everyone who

cooked his vietuals. What a:ter=

Marxian ' concept. The Russians manufacture and the assembling of {a component part of that function! machines and tools, innumerablerible world this would be if» we

] B ‘ > b
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« felt..called.upon:to liquidate peo-
4 plewhetdidithappen to agree
© with us,

Constant vigilance over our own
immortal way. of; living—the best
ever conceived by man on ' this
planet—over our  own . liberties,
over  our own :priceless *heritage

is lour. chief - concern—That ‘plus.|.

constant effort to preserve.peace
in a world where a breach of
" peace will mean the end of all
things. , :
. For those freedoms and this
heritage we must be willing to
work and we must Jbe willing to
risk everything-if necessary, but|
it will be a labor of love and a
labor that is bound to succeed.
John Stuart Mill might have been
looking at us today when he said:
_ “A people may prefer a free
“government but if from ignorance
or cowardice or want -of public
spirit, they are unequal to the
“ exertions necessary  for preserv-
ing it if they will not fight for
it and directly attack; if they can
be "diluted by the artifices used
to cheat them out of it; if by mo-
mentary discouragement or tem-
porary panic, or fit of enthusiasm
for an individual they can be in-
duced to lay their liberties at the
feet of even a great man or trust
him with powers which enable
him to subvert their institutions—
in all these ‘cases, they are more
or less unfit for liberty.”
" He also said: . .
“The only freedom which de-
serves: the name is ' that of pre-
serving our.own good in our own
way so long as we do not attempt
to deprive others,of theirs, or im-
pede their efforts to obtain it.”
. I think ‘that .all - Americans
should paste these remarks in
their hats.

Redeem Certain Indian

Currency Notes

< Announcement = was made on
Qct. 21 by Allan Sproul, President
of the Federal Reserve Bank: of
New York, that the Reserve Bank
of India has made arrangements
whereby, up. to -and including
Dec, 31, 1946, Indian currency
notes, issued by either 'the Cen-
tral Government or the Reserve
Bank 'of India‘ in ‘denominations
of 500; 1,000 and. 10,000..rupees
held in the United States may be
forwarded to the New York Re-
serve Bank for; redemption. Un-
der an ordinance promulgated: by

the Governor General of India on|

Jan. 12,1946, these notes ceased
to be-legal tender after that date
~and. were -withdrawn from circu-
“Jation. ' In its announcement the
New York Reserve Bank says:

" “The Federal Reserve Bank of
New York will receive and hold
~all such notes for account of the
Reserve Bank of India, will give
.the  holder a Treceipt and will
transmit the accompanying appli~-
cation to the Reserve Bank of
- India. It is our understanding that
‘if the Reserve Bank of India is’
satistied that the notes are gen-
wine and that they were acquired
legitimately, -the. holder will (be

paid therefor in United States|

‘dollars at the rate

100 rupees,

* “The notes. and accompanying
-zpplication should 'be sent to
TFederal  Reserve Bank of New
York, Foreign Department, Fed-
=ral Reserve P. O. Station, New
York 7, N..Y., at the expense and
tisk of the holder and they may
be sent  direct or: through the
tholder’s bank. The Federal Re-
serve Bank of New York is not
authorized to. receive -any notes
after Dec. 21, 1946, unless mailed
‘4n an envelope postmarked not
.dater than Dec. 21, 1946, ‘or for-
wwarded by a bank with a state-
‘ment to the effect that they were
received on or before Dec. 21,
1946, o Dy e

of $30.12 per]

R B

crop was abundant.

the second. half \yeér.- This gave a‘great‘lift to the export
trade and to farm prices: We would not ‘allow Europe to

earn the dollars which she needed if she were to buy
our goods, but we chzerfully lent her:the dollars needed | .
for that purpose. © By a-fortuitous circumstance the wheat

crop in' Canada. was not ‘good in 1924, and our own wheat.
The position of our farmers was radi-
cally lifted. . Prices rose rapidly, and we passed into an cra
of prosperity, sustained by additional doses of cheap money,
particularly in 1927, which lasted until the stock market
crash of 1929. i

. 'The first effort at.governmental economic planning,
based on a vast expansion of -debt, foreign and domestic,
appeared to be highly successful until the grand.smash
came in 1929. Then other governmental interferences with
markets followed.  The Federal Farm Board came into the
market, buying grain and cotton to hold up. their prices.
Late in 1929, after the crash, the President of the United
States called together the'leaders in business and banking,
railroads and labor to urge that there be no reduction of
prices, no reduction of wages, no slackening of the pace, and
to urge -further that additional capital outlays be made by
railroads and industries and by the States and municipal-
ities. - We manipulated the money market again in 1930,
and we raised the tariffs again. ~We then went into the
appalling depression of 1931 and 1932. :

Coming of Democratic New Deal
In 1933, under the Democratic New Deal," we began a

‘series of intensified interferences by the government with
markets: we had the AAA—the Agricultural Adjustment | -
Administration; -we had-the  NRA—the National Recovery |-

Administration—the one trying to raise farm prices relative
to manufacturing prices, and the other raising manufactur-
ing prices and wage rates relative to agricultural prices:
We had also the appalling currency experiments and the
debasement of the dollar; first in the Thomas Amendment
to the Agricultural Adjustment Act, then in the gold buying
policy-in the Autumn: of 1933, then-in the definite debase-
ment of the gold dollar in the Gold Reserve Act of 1934.
The policy. of spending for spending’s sake was announéed

by- the President in early January of 1934 to make employ-| :
ment.  We had a great intensification of the cheap money |-

policy for the same purpose. Acting on:the theory that the

buying power of the workersi creates prosperity, and that.
“high wage rates create prosperity, we forced up wage rates

and shortened hours under NRA. And acting, in part, on

the theory that the rich and well-to-do save instead of spend- |
unprecedently high taxes on the rich and

ing, we imposed
well-fo-do.: - = ° . " R s
Acting on the theory. that corporate savings were-the

cause’ of ‘depression, we adopted in 1936 the undistributed |

profits tax on corporations—which we abandoned with a
great sigh of relief in 1938, over the President’s plaintive
protest, but not until it had done great mischief. . - :

We imposed such severe restrictions upon the issue of.
new securities- and upon stock market transactions in 1933
and 1934 that we largely paralyzed.the machinery whereby
investors’ savings are put at the disposal of active busi-

nesses.  We passed labor legislation :‘which made ‘it increas--

ingly difficult for labor and enterprise to get together on
mutually advantageous terms.. In this, going partly on the
theory that high wage rates ‘would make prosperity, we
passed legislation fixing' minimum wages and limiting’ the
hours of labor. : : : iy St
What follows is an: effort to measure statistically the
effects of these governmental policies upon the volume of
employment, the application of new technology to industry,
and the extent of slack in the utilization of our industrial
resources. e : Caa :

. We had, following the. unprecedented depression of
1932 and early 1933, a very modest recovery which, how-
ever, did not grow strong until after the Supreme Court’s
decision knocking out NRA at the end of May in 1935. Then
we had a vigorous recovery running from the summer' of
1935 to August and September of 1937, But this recovery,

at its best, did not bring levels in-industrial production as

high as those of 1929—seven: years before. The Federal
Reserve Index of Industrial Production (1923=100) reached
a.high of 125 in 1929, while its peak in the 1935-37 revival
(reached in late 1936) was 121. (I use here the old Federa!
Reserve Index of Production, - I do not trust the new Fed-

eral Reserve Index of Production, for reasons to: be indi |

cated later in the article.) ' This had never happened before
in our past history. Always in our past, following a major

Planning Been A Success?

(Continued from first page) :

‘mand. for: labor.

boo_m and crisis, we had reached new highs before another :
serious setback came, ' - ‘ il

‘Percentage of Unemployment

The percentage of unemployment, moreover, in the f
revival of 1935-37 never got as low as it had been in the '
extreme depression year of 1921. ' ;

- As a cure for unemployment, it is entirely obvious on
the record that the era of managed economy has been a"
total failure, as compared with preceding periods when the |
government was letting things largely. alone, and: private
enterprise was free to do its best or its worst. The follow-
ing table is borrowed from the authoritative studies of the
National Industrial Conference Board. It covers the years !
1900 -to 1939, inclusive. The figures are taken from the
“Conference Board Economic Record,” March 20, 1940.: :

Total Unemployment in the Labor Force
: - (In thousands) e o
i Unemployment !

Unem-  as Percent of
"ployment  Labor Force ',

28,238
30,405 v
30,319~
+31,175
33,032
34,790 -
34,875
34,234
36,735
37,580
37,097
138,169
38,482 -
37,575

37,128
40,127
42,685
44,187
42,029
41,339
37,691 -
40.049-
43,011
42,515
44,192 -
45,498

- 45,319 ¢
. 46,057
47,925

...45,216

‘. 41,5651
37,704
38,086
141,002 =
42,357
44,783
46,639
43,600 -
45,314

Total
Labor Force ° Employment
29,025 % 3

Annual
Average

y

1,721
500
1,523
1,430
2 621
#143
756
2,296
719
553
1,571
7920
1,018
L 2214
2,355
: 187
¥ ix1933"
'+ #3099
14870
558
4,754 -
2,017
749
2,034
817
464
1,620
1,857
429
3,809
81131
12,478
12,744
10,400
9,522
7,599
6,372
10,099
9,080

L
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54,393

16.7

i

© *Such .negative unemployment érises statistically from' the fact
that persons are drawn. into the labor force during periods of in-

|| ereased labor.demand who are not reckoned as members of the labor

force, -« This is particularly true in agriculture... The increases in’
employment in' agriculture in May, June and September, 1929, are
largely; if not entirely, responsible for the negative unemployment:
in these months. ot gt i

.~ In the period covered by. this table before -the first
World. War, the worst' percentage of unemployment was in
the year 1908, following the Panic of 1907, Unemployment:
in that year averaged 6.3% of the labor force. There were .
2,298,000 workers. unemployed in that year. ' In 1906, the
year before the panic, there was actual negative unemploy-
ment, meaning that persons were drawn into the labor force
who did not’ ordinarily. belong:there, due to increased de-
_ In 1910 unemployment was reckoned a"
little ‘over 500,000, men, or 1.5% of the labor force: In the"
crisis, unprecedented in gravity, in:1921, which ‘followed’

|'the collapse of the postwar boom, unemployment reached

11.2%, the heaviest in our history to that date, but the figure
dropped rapidly to 1.7%: two ‘years- later; in 1923." 1926
shows unemployment of only 1% of the labor force.. .

‘A 2% unemployment is really full employment, when:
we allow for seasonal unemployment, sickness, shifting of
jobs, and that very considerable part of our population which
is unwilling to work all the time, and prefers o rove occa=
sionally.: =i 0w P sbae A i

The bad year, 1930, shows unemployment of 3,809,000,
or '1.8% of the labor force. The years 1931.«and 1932 were '
years of extreme depression, with the percentage of unem~
ployment running 16.3% and 24.9%, respectively.

Prior to 1924 we had not regarded it as a Federal Gov-
‘ernment function t6 maké employment.. Employment was
) ! Continued on' page 2228) '

#
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Monasterio Head of
Banco Internacional -

It was announced officially on
Oct. 15, by Luis Montes de Oca,
Chairman of the Board of Credito
Internacional, S. A. and of Banco
Internacional, ' S. ‘A. of Mexico
City that Juan M. O. Monasterio
has been. elected " President, Di-
rector and Chairman of the Exec-
utive Committee of Credito Inter-
nacional; S. A, and a member of
the board of directors 6f the Ban-
co International, S. A, -

- Mr. Monasterio up. to now has
been Vice-President of the Mer-
cantile-Commerce Bank and Trust
Company of St. Louis, Mo., Vice-
President of the Bankers’ Associ-
ation for Foreign Trade of the
United States, and a member of
the " Board. of - Directors 'of the
United States Chamber ‘of Com-
merce, Washington, and of the
National Foreign Trade Council of
New York, He is recognized as a
leading ' authority = on ' interna-
tional trade:-and finance.. He was
one of the early advocates in ‘the
United - States, where he has
lived 30 years, of intimate and re-
ciprocal ‘cooperation of a lasting
and permanent nature with the
Spanish American' Republics, not
only in the field of business and
finance, but in governmental and
cultural relations as:well.. Prior
to: his residence in St. Louis, he
was Vice-President of the Hiber~
‘nia National Bank of New Or-
leans, La., and ‘a factor in the de=
velopment of that port as one of
the: main arteries for the world
trade of the United States. Dur-
ing the last few years, Mr, Monasr
terio has cooperated actively in
the - industrialization 'of Mexico
and in the financing of enterprises
in that country. He has traveled
extensively through the Western
Hemisphere and in Europe to par-
ticipate 'in many  international
financial and trade conferences.
'+ The “Internacional” group with
affiliated . " financial ' institutions
throughout Mexico, is headed by
Luis Montes de Oca, former Sec-
retary of the Treasury of that
country and former Director Gen-
.eral of the Bank of Mexico, S. A.
The addition of Mr. Monasterio to
the ' “Internacional” - group will
bring to it an intimate personal
relationship with the banking, in-
dustrial, and ' public" life -of ‘the
United States. Mr. Monasterio is
expected to arrive in Mexico City
about Nov, 1 'to assume his new
duties. S ]

Dutch Postpone Sale of
Dollar Bonds |

. Under date of Oct. 22 advices
from' Amsterdam (ANETA) pub-
lished in the New York “Journal
of Commerce” said: “Sale on'the
Stock Exchange here of "United

States dollar bonds, scheduled to
be resumed Friday under a gen-
eral license issued by the Nether-
lands Bank, was postponed be-
cause some Dutch owners whose
dollar bonds were stolen or other-
wise - illegally - taken™ from them
during . the German' occupation
have notified the U. S. companies
which  issued the bonds to con=
sider . the bonds  ‘lost.’ It was
learned yesterday. : g

.. “While " according. ' to advices
from New York, U. S. purchasers
of Dutch-owned dollar bonds are
willing to consider certification of
them by the Netherlands' Bank
‘good delivery,” it was pointed
out that bonds notified to the is-
suing companies as lost might un-
der some circumstances receive
bank certification. i

. “Efforts are now being made to
arrange blocking of such ‘lost’
bonds.”

~ Has New Deal’

a matter for the people themselves to work out. Beginning
with the Federal Reserve purchases of government securi-
ties in 1924, we have had government policy directgd in-
creasingly toward making employment. The explanation of
the good figures for employment prior to 1924, and of the
desperately bad figures for employment w.hlch fqllowed
1929 is, in my judgment, to be found in precisely this fact.
Under an old-fashioned Federal Government which, in
financial matters, was concerned primarily with its own
solvency and with the protection of the sound gold dollar,
the people solved the problem of employment themselves
amazingly well. When the Federal Government took over
and undertook to solve the problem for them, grave dis-
asters followed. ke :
; ; Unemployment Not Cured ;
President Roosevelt inherited a terrific volume of un-
employment. He did not cure it. The figure for 1933 are
worse than the figures for 1932. The years 1933 to 1939,
inclusive, show unemployment exceeding 10,000,000 for
three years, including 1938, and show unemployment ex-
ceeding 9,000,000 for five years out of the seven. In only
two years of the Democratic New Deal period prior to the
outbreak of World War II did the annual average figure
for unemployment get below 8,000,000. And in the best of
these two years, namely 1937, the figure stood at 6,372,000,
which is 12% of the labor force, as compared with 11.2%
of the labor force in the year of extreme depression, 1921.
The historical record is damning. The New Deal, viewed
as an economic policy designed to promote employment, is
condemned by the historical and statistical record.

Retarded Techneclogical Progress and Iinpaired
, Capital Equipment , :
From the standpoint of the full utilization of the pro-

‘ductive capacities of the American people, the contrast

between the old, unregulated economy and the New Deal
economy may be tested by two other sets of very significant
figures. The degree of unemployment does not tell the full
story. The amount of slack in the industrial situation is
partly a matter of unused labor, but is also a matter of
unused capital and unused technological knowledge. The
New Deal policy, as we have seen, had made capital timid

new technology. Obsolescence in American industrial equip-
ment had grown to a startling extent in the great depres-
sion and in the early years of the New Deal. I quote the
following from H. G. Moulton as descriptive of the situation
in'1935: L e | ,
“In many lines of industry there has been an enormous
amount of ‘deferred maintenance’ in equipment, and there
has been a steadily increasing obsolescence. The ‘American
Machinist’ has made three ‘Inventory and Obsolescence Sur-

equipment. On the basis of a survey covering 1,345,447 major
items of machine tools, presses, forging machines and weld-
ing equipment, the following trends are revealed: In 1925
the amount of such equipment over 10 years of age, and
hence defined as virtually obsolete, was 44%; in 1930 the
tigure was 48%, and in 1935 it was 65%.

““There has been almost no expansion of new plant,
and there has been comparatively little replacement of worn-
out.and obsolescent capital structures. The amount of new
capital issues for the purposes of financing new plant and
equipment declined from $3,446,000,000 in 1930 to $262,-
000,000 in 1933. The data with reference to the decrease
in the production of goods destined for capital ‘equip-
ment . ., also definitely point in the same direction.””

. The revival of 1935 promised to improve this, but the
undistributed profits tax of 1936 proved a powerful deter-
rent. American corporations paid out in dividends more
than their total profits in 1936 and 1937, while the acute
depression of 1938, even after the repeal of the undistrib-
uted profits tax, greatly reduced incentives to make large
capital outlays. We came into the period of the second
World War with a heavy obsolescence, a large body of unused
technological ideas, and a great deal of idle capital, and, as
shown by the foregoing table, with 9,080,000 men unem-
ployed, on the average, in the year 1939, ;

The figures from the “American Machinist” look worse
still in the year 1940. The following table shows the trend:

1H, G. Moulton, “Income and Economic Progress,” The Brookings

Ingtitution, 1935, pages 23-24.

in the extreme and had greatly retarded the application of ; :

veys, at five-year intervals, in the field of metal working|
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(Continued from page 2227) :

(Percentage of Metal Working Equipment Over 10 Years 01d)

Year Percent Year

44

48

It may be said, with respect to these figures, that the

year 1925 perhaps represents a somewhat better than nor-
mal situation inasmuch as there had been, in the years
1921-23, an immense’ spurt in the utilization of new tech-~
nological ideas and in the installation of new machinery.
But the deterioration from 1930 to 1940 is very great.

Slack in American Industry: 1914 versus 1939

Instead of the 3% to 4% per annum increase in indus-
trial production which we ought to have had between 1929
and 1939, the year 1939, as shown by the Federal Reserve
Index of production (1923-1925=100), stands well below
1929, There was immense slack in American industry in.
1939, an immense amount of unused capacity in manpower,
in technological knowledge, and in idle money.,

We have had from the Technocrats and from others the
proposition ‘that there could be an incredibly. great increase
in industrial activity and in the volume of production, if
only production were not limited by demand. Our indus-
trial potentialities are supposed to be far greater than our
industrial achievements. This was not true in the years
preceding governmental economic planning. The first World
War gave us unlimited demand and strained our productive
resources to the limit. It is possible to measure the extent
of the slack in industrial capacity in 1914, as compared with
1916 when the coungry was working at full capacity, and

| straining its capacity, in response to unlimited war demands

from Europe. The figures which follow are taken from a
careful study by Frederick C. Mills. !

Physical Volume of Production and Constructioh2
1914-1922 3

- 'Total Volume
. of Production
100 °

Total Volume
of Construction

100

97.9

1:111.3

93.8

64.9

88.7

48.5

91.8

139.2

2 Frederick C. Mills, “Economic Tendencies in the United States,™
New York, 1932, pages 188 and 191—Bases changed from 1913 to 1914.

Year

1915
1916
1917

113.7
120.6 -
1255
1245 -
116.7
124.5
103.9
121.6

1919
1920

The year 1914 was not a good year because we had a
sharp shock at the outbreak of the War in August, but i
that year, the slack as shown in Mills’ figures was relatively
low. Production increased 20.6 % in the two years following,
and construction 11.3%. I rest the case primarily upon the
year 1916. It was, without interruption, a year when de-
mand was pressing us to the limit of our power to produce.
The years 1917 and 1918.are complicated by the withdrawal
of the soldiers. The years 1919 and 1920 are complicated by
the depression in early 1919 and by the crisis in the latter
part of 1920. But the year 1916 has no such complication. -
It stands 20.6% in production above 1914, There was no
slack in production in 1916. But this. does not mean that
there was'in the bad ‘year, 1914, 20.6 % of slack, because in
two years'we would normally expect a substantial growth
in productive capacity amounting to 3% or 4% per annum.
The amount of slack in the subnormal year 1914 was thus
not over 14%. £ .

_In contrast; the slack in 1939, the year in which World
War II broke out, was appalling. ‘ If we accept the new Fed-
eral Reserve Index of physical volume of production
(1935-1939=100) we get an increase between 1939 and the
peak year of production, 1943, from 109 to 239, or 119%..
‘Subtract 3% per annum from this for the four years (repre-
senting normal growth for the four years), we would still
have an increase of 107%. This would mean a slack of
over. 50% in our utilization of our industrial resources in
the year 1939. : : 7

- It may be observed, moreover, in making this compari-
son between 1914-16 and 1939-43, that the base year 1939
was radically improved by the outbreak of the war, the
latter months of 1939 showing a sharp acceleration in pro-
duction, whereas the base year 1914 was sharply deterio-
rating after the outbreak of the war, the latter months of
1914 showing a real depression. . i

I do not think that the contrast between the two periods
is ‘as great as these figures would indicate. I accept the

criticisms which Gen.-Leonard P. Ayres and others have
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made of the new Federal Reserve Index of production, based
~as it is in part on man hours rather than physical output.

How great a difference there is between production
measured in man hours-and production measured ‘in phy-
sical output-is strikingly shown in an address by Andrew
T. Court before the Nati6nal Industrial Conference Board on
Sept. 26, 1946, published in the “Commercial and Financial
Chronicle” of Oct. 3, 1946, page 1677. Mr, Court, criticizing
the new Federal Reserve Index .of Industrial Production,
says that according to this computation, July 1946 automo-
bile production was 78% above the' 1935-39 average. The
actual production in July was about 300,000 cars and trucks
compared with an average of 335,000 units for the ’35-'39
period, or down 10% rather than up 78%. The Govern-
ment’s production index is not based on the number of cars
and trucks actually manufactured. Rather the index is
estimated on the basis of the number of hours for which
the employer pays. :

- I thoroughly distrust the new Federal Reserve Index
and T do not use it. I use instead General Ayres’ figures
as presented in the long chart, “American Business Activity
Since 1790,” 17th edition March, 1944, published by the
Cleveland Trust Company. This series has the advantage
of giving me comparable figures for 1914-1916 and 1939-
-1943. 1In the figures which accompany this chart, General
Ayres gives monthly figures for percentage fluctuations
above or below an estimated normal. I have averaged these
monthly fluctuations to get the percentage, plus or minus,
for the year. The year 1914 shows an average of —5.25%.
The year 1916 shows an average of +13.75%, making an
increase of approximately 19%, from the bad year 1914
to the year of unlimited demand and full production, 1916.
As General Ayres’ figures make allowance for estimated
normal growth, it is not necessary to make any adjustment
to allow for this factor, as we have done for Mill’s figures
and the new Federal Reserve Index, above. ;

For the year 1939 General Ayres’ figures show an aver
age of —12%, and for 1943 an average of +38%, with re-
spect to the estimated normal. This would mean an increase
of 57% in preduction with respect to normal between 1939
and 1943, indicating an appalling slack in 1939, '

A very able statistician has supplied me with figures
based on the methods of the old Federal Reserve Index of
production (1923-25=100), which show for the years 1914-
'16 an increase of 30% and for the years 1939-43 an increase
of 71%. Here again we must make allowance for normal
growth. Assume this to be 3% per annum for each period.
Then the 1914-1916 increase would be 24%, and the
increase for 1939-1943 would be 59%. :

Yet another computation, taken from a private index
of industrial activity, adjusted for long term growth, would
show 1914 at 4.2%. below normal and 1916 at 13.6% above
mormal, giving a percentage increase of 18.6% between 1914
and 1916. The same index shows'1939 at 8.5% below nor-
mal and 1943 at 48.6 % above normal, making an increase
during the four years of 62.4%.3 i

Three significant sets of figures thus converge in the
condemnation of governmental economic planning: (1) the
table for employment and unemployment, from 1900 to
1939, inclusive; (2) the figures showing the rapidly growing
percentage of metal working equipment over 10 years old;

and (3) the figures showing how little slack there-was in:

the ‘utilization of cur industrial capacity in the year 1914 as
contrasted with the degree of slack in the year 1939. All of
these figures justify condemnation of governmental eco-
- momic planning as robbing us, year after year, of the pro-
duction which we might have had and the consumption

3The only figures I find which suggest that the expansion of
production in World War II did not markedly exceed the ex-
pansion in World; War I, are those of Geoffrey H. Moore, “The
Production of Industrial Materials in World War I and IL”
-National Bureau of Economic. Research, Occasional Paper 18,
March, -1944. His 'study, however, is concerned with the output
of industrial materials, rather than with total industrial produc-
tion (materials and finished products). His figures show a’rise
between 1914 and 1917 of about 32% and from 1939 to 1942 of
about 35%. He states that in peacetime over short periods there
is a'close correspondence between. changes in the output of
industrial materials and in. total industrial production, but that
is not easy to'say how close this relationship is in wartime.
“Hence, it is uncertain in what degree our conclusions concern-
ing the production of industrial materials apply also to total
industrial production.” His figures makes no allowance for the
very much greater elaboration in the working up of raw ma-
terials for war purposes than is necessary in peacetime. I think
that the revised Federal Reserve index series, with its use of
man hours greatly exaggerates this point. On the other hand,
I think that Moore’s figures cannot be used as an index of total
_industrial production. The estimates which I give in the text for
World War II are intermediate between Moore’s figures and those
of the revised Federal Reserve index. It is to be observed, more-
over, that the years chosen by Moore, as representative of the
two periods, are different from those used in the text.
Y

v

which ‘we might have enjoyed had we had the old flexible

unregulated economy.

In 1939 we had idle men, idle money,

logical ideas on an appalling

and idle techno-
scale. The war set them to

work, but it took the war to do it.’

Inflationary Forces and Federal
~ Reserve Board Credit Policies

(Continued from first page)

times as much as it was 10 years’
ago, ‘-Today we no longer have a|
great slack of unemployment, We
do have accumulated wants-and
needs beyond all past experience.
The backlog of savings, available
to individuals and business in the
form: of currency, bank deposils
and government securities is from |
three to four times as great as in
1936, ‘and. current 'income pay-
ments are running at a’ rate of
about $170 billions a year, or
more than double the highest pre-
war peaks of 1929 and 1940. The
inflationary ' potential thus con-
tinues to be great—and wartime
controls intended to keep the flood
cf money-in check until produc-
tion could catch up with demand
have been largely: abandoned,

If we are to avoid going through
a painful period of readjustment
of distortions in the. wage-price
structure, we must now rely pri-
marily upon self-imposed restraint
on' the part of powerful conflict~
ing groups in management and
business, in labor and in agricul-
ture. Responsibility for maintain-
ing orderly - economic ' progress,
which will prevent a further in-
flationary development that would
inevitably ‘be followed by a de-~
cline has now largely shifted from
government to labor and manage~
ment,
. The unity ‘of purpose, which
enabled us to achieve a miracle
of production for war and thus
to hasten the victory, is gone, and
with it public support of the di-
rect  controls - over ' materials,
wages, profits and prices that
prudent policy in the national in-
terest seemed fo require while ‘n-
flationary forces were still domi-
nant. Fiscal policy and scattered
credit controls are about all that
remain to the government as pro-
tective measures, but these, too,
are 'peset by increasing contro-

versy'and are likewise. dependent |

upon majority will,

Popular revulsion against direct
controls and other restrairts, of
course, is natural in the aftermath
of war.  Certainly freedom of ex-
pression and the interplay of the
point of view of manifold social|
and economic groups is the life-
blood of a progressive democracy.
But  this ‘democratic - freedom
should not be a license for spe-
cial interest groups to seek their
own énds without regard for the
public good. This spirit of unen-
lightened  self-interest has in-
creasingly pervaded our national
life, since the end of the war, 'If
we are to make our economic and
political system function success-
fully we must find means of set-
tling conflicts of interest by law=-
ful and peaceful democratic procs
esses, without disrupting economic
stability and progress.

We see examples of conflicting
interests on all sides: For instance.
most cattlemen: object to control
of livestock prices, but want the
government' to stop'a railroad or
coal strike if it threatens to in-
terfere with distribution of their
products; most . farmers' ‘opnose
ceilings on . the ‘prices of their
products, but want price" floors;
in general, labor unions object to
wage controls, kut want the gov-
ernment to control prices; most
businessmen favor curbs on wages
but not on' profits; bankers want
the government to - balance . the

budget, but many also advocate
higher interest rates on tie pub-
lic debt ostensibly to combat in-
{lation. And so it goes.

We must  recognize the . fact

more than ever in this highly in-~
dustrialized, interdependent age
that one sector of the economy

cannot- gain in the long run at{

the expense of another. Prosper-
ous economic - conditions: which
will benefit all groups can be se-
cured only if ‘the requirements
of the economy as a whole" are
considered.  Past experience has
demonstrated ' that' the mainte-
nance  of stable: and prosperous
conditions cannot be assured by
exclusive reliance upon the free
play of market forces. The gov-
ernment, as the collective agent
of all of us, must be, in effect, the
umpire between contending pres-
sure groups, deciding important
issues on the basis of what is in
the interest of the country as a
whole. It is a question of the
degree of governmental action and
intervention.  For my part, 'I
want ‘as little as possible—but I
want enough to minimize destruc~
tive economic conflict, and pro-
tect our national interests.

We have only to look at the
world about ‘us today to realize
that there are, broadly speaking.
three general types of economic
order-— communism, sociaiism
which, in greater or lesser degree,
prevails in England and through-
out western Europe, and the dem-
ocratic capitalism_which we want
to preserve in this country. The
challenge to our system can and
must be met by providing a sus-
tained' high 'level of production
and_employment,  Otherwise we
shall inevitably drift towards

tervention and controls until our
system has been  replaced ' by
something akin to the other two—
not because our people deliber-
ately choose it but because they:
would be likely to consider it the
only alternative to widespread
economic distress and social dis-

order: under our. own system.

With most other inflation curbs
gone, attention—and ‘criticism—
will no doubt be centered more
and ' more on fiscal and credit
matters which  affect about: the
only area left where some re-
straint may be exercised by the:
government, : Criticism  has been:
aimed particularly at three points:
(1) At the Reserve .System’s'sup-
port of the 7%ths rate on Treas-
ury certificates; (2). at the Board’s:
fixing of margin requirements at
100%}; and (3) at continuation of
the Executive Order under which
the Board has regulated.consumer
credit. :Let me discuss these three
subjects briefly, { ol

1. Government Financing

Various bankers, dealers, insur-
ance ' companies and others have
recommended ‘- an increase . in
short-term interest -'rates ~as . a
means of combating inflation. As
the Board pointed out in its An-
nual Report for 1945, there is no
reason to suppose that even if the
short-term rate were increased to
as high as 1% % it would 'be of
value in combating * inflationary
dangers which have arisen.{rom
two primary  causes, neither.’of
which would be corrected.: by
higher rates.. One cause is. the
volume of money already created.
which' cannot be rapidly reduced
——and in fact can only be continu-
ously reduced by having a budget-
ary cash-surplus sufficient to con-
tinue the program of debt retire-
ment. This can come either from
taxes or from the sale on balance of

non-marketable bonds to the pub-
lic, using the proceeds to pay off

bank-held debt.. The other, and

- PRI TR
by far:thé most important: basic
cause, is the insufficiency of pro=
duction -as’ yet in Trelatiun to.the
existing money supply. i

Since most ot the - short-term
debt, outs.de of the Reserve Sys- |
tem, is held by the banks, an in- .
crease in- the :short-term: rate
would add to bank ' earnings,
which are still at very high levels
due to government bona noldings.
It would add to the cost of car-
rying the public debt. ' It would
not ‘reduce the existing money
supply.’ It would -add .nothing ‘to
production—the basic need of the
hour—nor would it reduce con-
sumption. It would have no real !
bearing as an anti-inflationary
factor.. We have been witnessing ¢
a rapid rise in business, consumer
and mortgage credit. ‘It is hardly |
reasonable to suppose that short-
term rates on government securi=-
ties could be increased sufficiently
to deter this private borrowing. ;

As for increasing the short-term - |
rate with the idea of discouraging
further monctization ‘of the debt
by the banks it should be em-
phasized that the Treasury’s debt
retirement ‘program has been .an.
effective means of accomplishing
this desirable objective,-and post-
poning need for more direct meas-
ures such as the Board outlined
in its report as possible alterna-
tives for Congress to consider. -:»

It has been argued that a flex-
ible  policy permitting some in=- |
crease: in: short-term rates would
introduce uncertainties- into the
market’ which would. discourage |
banks  from: shifting into longer
term issues, The fact is that there
could be very little uncertainty. as
10 short-term rates in view of ihe
large volume of securities -that
mature monthly, - If a policy were
adopted = permitting - short-term

more and more government in-’

rates to. rise without setting an
upper limit, the Treasury would
have difficulty in' refunding its
maturities, since banks and other
investors would be likely to with-
hold. funds awaiting.even higher
rates. The question then is not
whether.  the short-term . rate
should be pegged at % % or per=
mitted, to fluctuate uo and down;
but whether it shonld be: pegged
at 1%. 1% % or 1% % or some
other level. . There is no natural
level.. If short-term rates were
permitted  to ‘rise sharply there
would 2lso. be pressure’ to drive
long-term rates up, This would
jeopardize the savings bond sales
program and cause wholesale re=~
demptions, Y it

There has been much discus-
sion about. the issuance of long~
term 2% % wmarketable securities
not “eligible for banks. It: has
been said that such an issue would
be . anti-inflationary  because it
would absorb savings which could
be used to retire bank debt. Some
of the arguments that might be
made against putting out such an
issue at'this time a¥e that it would
‘ncrease bank credit and insur=
ance companies and savings banks
would not only use accumulated
funds for such investment but in

| addition would sell bank-eligible

issues to banks in order to raise
funds with which to subscribe, or
would borrow from banks, = Such
issues ' would, not serve to:ins
crease savings of individuals who
are ' the most "important group
from " the = inflation ' standvoint.
Series E, I' and G Savings Bonds
already - offer attractive invest=
ment. outlets to this group.
If it should appear desirable
in the future to provide an addi-
tional investment outlet for funds
of/insurance; comvanies ‘and sav-
ings banks. it would be preferable
to* do 'this through the offering
of ‘long-term non-marketable se-
curities’ the yield on which would
‘be 2% % if held to maturity. This
wnuld avoid the danger of future
additions ~ to - long-term holdings
of banks and it would protect the
Treasury against investors who
buy leng-term  securities for
chort-term  bolding, :thus “getting
215 %, vlus the premium ds ma-
turity is reached, on what in ef-

fect is demand monrey sn 1nng-2s
‘ (Continued on page 2230)
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- the 25 % rate.is maintained. In
-my opinion - this long-term rate
. should not be permitted to go up,
. and, if heed be, the market must
- be’supported by the Federal Re-
- serve. Otherwise the cost of car-
Tying the ‘public debt would ‘be

+increased, many outstanding zavr
:ings bonds yielding lower rates
-would be cashed in and the funds
invested in the higher-yield mar-
- ket issues, and heavy losses would

. be incurred by holders of out-

“standing market' bonds.” Confi=
:dence in the stability of the gov=~
-ernment . bond * market would
- vanish, Tf'long-term non-market+
" able issues were offered, it might
be necessary to - limit  subscrip~
‘tions under some formula which
{ would ‘provide only' for ‘the in-
s vestment ‘of “ accumulated ' funds
-and prevent switching from pres=
ent holdings, particularly the hank

. eligibles,

It has also been argued that the
- Treasury, cshould refund short=~
term securities ‘into longer term
-debt to ease.the refunding pron-
"lem and avoid-the demand liabil-
ity on the Treasury. Compared
‘to refunding in short-term issues,
; this' would result in an’ increased
interest cost and in less flexibil-
ity to the!Treasury in'managing
“the debt. Commercial bank hold-
“ings of longer term securities and
commercial bank earnings would
‘ be relatively higher. As a mattér
‘ of fact, to the extent that privage
- investors continue to expand their
“holdings of E, F and:G Bonds,
‘and the proceeds are applied to
‘retiring maturing bank-held debt,
the result isa refunding ot short
“into long-term holdings. - This
“accomplishes the desirable objec
“tive of shifting the debt out of
- the banks and into the hands of
“the general  public. “Also to the
extent that the Treasury has a
* cash surplus—and it may possibly
be $4 to $6 billions in the first
half ‘of 1947—it can likewise be
used largely to reduce short-term
bank-held debt.
. _With commercial banks holding
. $75 billions of government securi-
- ties out of a total marketable debt
. of $182 billions, a large amount of
_the debt should be in: short-term
issues. Monthly refundings create
no problem.: The. argument that

’

. the Treasury is now faced with g

“large volume of ‘demand obliga-
~tions. is not persuasive, -

‘Under present conditions, the
.entire debt is in effect a demand
obligation since. the Federal Re-
. serve assures the Treasury at all
.times of a ready market for its
offerings on' a basis of 7% % on
. the certificates and 2% % on the
longest bonds. With' the public

-.debt as large as it is today—twice

the entire private debt of. ihe
‘country—a’ free market is" out of
. the’ question -if that is taken to
.mean an unmanaged, unsupported
.market. -The ‘public interest re-
quires a stable market for gov-
_ernment securities, and this is the
responsibility of the Federal Re-:
_serve, {
.* ‘The Federal Reserve has worked
:and will continue to work in close
-cooperation with .the ' Treasury,
The public interest requires ‘he
, tlosest - teamwork. The Federal
.Reserve is in complete agreement
.with the Treasury’s debt manage-
.ment program. as well as the gen+
_eral fiscal policy, as outlined on
.several  occasions ' by Secretary
Snyder. i
Beginning in:- March, “as you
. know, it became possible not only
to meet the greatly reduced defi-
cit without further borrowing, but
to enter upon a program of debt

retirement by drawing upon cash

.accumulated balances. Since then,

and including the projected re-
tirement of $2 billions for Nov. 1,

‘the Treasury redeemed for cash

gitized for FRASER .
fsheserstionistertore

close t0°$20 billions, of securities.
This debt retirement program has
been “of ' considerable ‘help
checking inflationary pressures cn
the monetary side, Lk
JAs _a result. of ;the  retirement
program the enormous monetary
expansion  which had ‘been in
process throughout the war years
and ‘which raised the money sup+
blv from ‘$39 billions’ in 1940 -to
$102 billions in February of this
year has been halted and re-
versed. ‘i _ |
By imposing a drain on bank
reserves, the retirement program
has also exerted some brake upon
further expansion of bank credit.
While commercial loans and con-
sumer - credit have recently in-
creased . rapidly, security loans
have declined and, as I have indi-
cated, the retirement program has
at least’ temporarily discouraged
further. shifting by banks from
short to ‘medium ‘and long-term
government securities, = :
. While T would not like to see
an .increase in interest rates at
this time, neither would.I like 1o
see a further.rate reduction. The
decline in the price of longer term
issues' since spring and the re-
sulting increase in.yield has peen
altogether satisfactory as.has been
the  general stability  of security
prices. . : 2 ; :
There is no.need for the issu-
ance of additional long-term mar-
ketable securities at 'this time, as
the government ‘does not need
new .money and, as I have indi-
cated, expects to have a cash sur-
plus. . If insurance 'companies,
savings banks:and -other institu=
tions have surplus funds there is
plenty - of - opportunity. to invest
in the existing long-term issues at
present - favorable = :prices - and
yields. Also there is or will be an
increasing  opportunity to invest
in ' mortgages and other long-term
investments, ' including =~ World
Bank securities. . :

"'/ 2. - Margin Requirements

The credit policy of the Fed-
eral Reserve System, in all its
aspects, should be adjusted to the
general | credit’ situation of - the
country. We are not justified, for
example, in fixing margin re-
quirements ‘exclusively by refer-
ence to the movement of stock
prices,” as some people have sug-
gested. * The ‘general credit situa-
tion ‘must be the main criterion,
and this in turn is an integral
part of the general business situ-
ation. When margin requirements
were, fixed at 100%, the general
credit situation was highly infla-|
tionary ‘because of the immense!
volume ' of ‘purchasing power. in

general  public. ‘Indeed, there . is
plenty ‘of - cash. today .to :drive
stocks ' up- very _high, entirely
without credit, if investors, let us
say, had. more:confidence in *he
prospect for ‘profits .in business:
and industry and less uncertainty
over the possibilities “of further
wage-price maladjustments. It
can: hardly, be ,contended,  with
reason, -that ' the  credit gates
should be opéned now in the mar-
ket in order to finance new  pro-
ductive enterprise and private
employment, There was a very
large volume of undigested offer-
ings in'the stock market, only a
part of which was for new financ-~
ing, But in any case this is not
a time for encouraging new issues
even for productive purposes be-
cause with the scarcity‘ of ‘mate-
rials and labor, it would only add
to the inflationary pressure,

This is.not a one-way street,
When the situation changes, and
there is need to stimulate the use

of credit for purchasing securities,

it 'will be time to consider low-

in,

the “hands of ' investors and ihe |

would be a-time, as it seems to
me, when there will be sufficient
supplies ‘of materials and  labor
to justify the ‘encouragement of
new:issues of corporate: securities,

provided-theré is at the same time |

a.prospect of declining production
and declining employment. ' The

time 1o lower the margin require-

ments will be one at which, in
contrast: to the present time, the

| effect ‘will not be to add to in-

flationary forces which are al-
ready strong but to combat ce-

-| flationary. forces in the general

economy, s

The stock market; after a four+
yvear rise which increased: values
by 150%; has now experienced a
decline, bringing prices' down 10
the level at the end of the war,
orahout 20% below  their . high
voint ' of last 'spring. . I *do 10t
consider this an' alarming ‘symp-+
tom. On the contrary, to the ex-+
tent' that this readjustment . re+
flects a . more sober: appraisal of
prospects ‘and a lessening of the

|inflationary  psychology,; to  the

extent that it will tend to 'slow
down the timing of not absolutely
urgent: capital expenditures: and
inventory: accumulations, it ‘will
contribute to a balance in the
economy. ¢ : : ¢

One of the fortunate ‘aspects cf
the situation has' been' the low
level of stock market credit. Such
credit now: outstanding is in the
general neighborhood of $1 bil-
lion, as compared with something
like $3 billions at the prewar peak
of stock prices in'1937 and inore
than $12 billions at ‘the peak in
1929.- Without the. existence  of
stringent - credit regulations | the
speculative  upward ‘movement ‘of
prices: would undoubtedly. havé
gone much further and the sub-
sequent price decline’with a con+
current = forced - liquidation ‘of
credit would also have gone much

‘further, -thus making “for greater

instability.

Over the last 40 or 50 years the
upswings and downswings of the
stock market have been 'a de-
cidedly unstabilizing influencé “in
the national economy.; It was in
order to reduce’'this unstabilizing
influence, particularly ~as it is
connected 'with the use of credit,
that Congress in’ 1934 ‘vested in
the Reserve Board responsibility
for fixing margin requiréments on
listed securities but not on n-
listed securities. In'the late 1920s,
when there were no Federal mar-
gin ' requirements, the upward
movement in stock prices caused
them to increase by more than
200% and the sharp' decline in
1929 was more than twice as rapid
as that which' took place during
recent months.” The recent gyra-~
tions in the cotton market, which
advanced very rapidly last sum-
mer-and. then slumped by nearly
20%: in a few days are an’ indi-
cation of what can be exvected in
speculative markets ' which aré not
subject to any effective control
over the use of credit, !

One " of the interesting conse-
quences-of the Board’s margig re-
quirements ‘has: been . an ' almost
uninterrupted reduction since the
middle of last year in the amoun
of stock market'credit in use, in-
cluding "the reduction ‘during thé
period. when: the market was ad-
vancing—which had 'never hap-+
pened -before. There were,- to" be
sure, some inequities and imper-
fections in- margin ‘requirements
as: a regulatory : instrument, in-
cluding the' failure'of the law to
cover non-listed ‘securities.:  Con=
gress considered ‘the question-of
whether unlisted securities should
also be covered: by the law but
concluded that it was not prac-
tical. ‘Moreover, it'is evident that
control of listed securities greatly
influences the use.of credit and
the market for unlisted securities.
On ‘the whole, the use of margin
requirements’ can be viewed with

satisfaction, ' Neithér the long up-

swing that culminated- last May,
nor the subsequent ' downswing
have gone to the lengths to which

ering  margin Wirements. This they would have gone if there had

/

| proves of ‘this' regulation,

‘been no Federal margin' require-
ments, - !k : :
The general public strongly ap-
It is
not to be- expected that some of
those in the brokerage or security
business who feel that their busi-
ness is adversely affected by reg-
ulation  would “agree with this
viewpoint, : Ul
3. Consumer Credit =
_As for consumer credit regula-
tion, .it was;-as-you may recall,
the -seventh ‘point in’ the Govern-
ment’s wartime program for: eco-
nomic stabilization, The Reserve
Board - did not seek ‘the task of
administering this regulation. The
question of whether there should
be ' some permanent legislation
covering this-important segment
of credit in our economy is one
for Congress to determine.  The
Board, having had experience
with' the ‘wartime regulation
aimed specifically at the inflation
target, would be remiss, I think,
if it failed to call the attention of
Congress to the need for making
a decision; one way or the: other.
I, for one, while I certainly-do not
crave ‘taking on this additional
load, feel as the Board’s annual
report stated that serious: consid-
eration should be given by Con-
gress to the desirability of plac~
ing authority in 'some . govern-
mental ‘body to' deal” with the
problem — for undoubtedly.the
expansion and contraction of this
type of credit have greatly accen-
tuated ‘economic upswings and
downturns in the past. There is a
very strong case to be ‘made for
moderating these excesses, so far
?is {)ossible, in the consumer credit
eld. :

It could be accomplished, in‘my
opinion;  hy focusing regulation
primarily on the major durable
goods customarily sold on the in=
stallment plan. They compose the
great dollar. bulk- of  consumer
credit, It has been felt for some
time by the Reserve Board that
the present regulation could ke
greatly improved administratively
by focusing it on the major dur-
ables, eliminating the major part
of single  payment loans and
charge accounts from 'its scope,
together with the soft goods and
less important durables that were
included when the regulation was
originally drawn as an anti-infla-
tionary device in wartime, .

The Board for some time has
been studying the advisability of
thus revising the existing régula-
tion with a view to making it ad-
ministratively more workable, It
is felt that this can be done with=

effectiveness as a restraining in-
fluence at this time. When' infla-=
tionary pressures have passed, it
would need to be revised further,
assuming that Congress decides to
retain it as a permanent instru-
ment: of .credit. regulation. 2w

It “is imporiant, of course, to
bear:in mind that these selective
controls; relating to listed stocks
and consumer credit, can-at best
play -only a relatively minor role
in ‘assuring stability in our eco-
nomic ‘life.' ~ Likewise, ‘monetary

i policy is_even more limited in its

influence under present day con-
ditions ‘than: ever before.' Oyer-
shadowing -all of . these “aspects . of

fiscal and: budgetary measures, to=

‘relating “to  business, - labor and
agriculture.” Not even'the nost
ardent advocate. of ‘laissez-faire
would propose that we abandon
all Government regulations. It .is,
let me say ‘again, a question of
degree—of doing through the me-
dium of .Government what needs
to be done to contribute to eco-
nomie stability and progress—and
doing no more than that, _

Since this is a banking group,
I have sought to cover three spe-
cific’'questions in which you have
a particular interest. In conclu-
sion, I would like to turn for a

moment to the general economic
situation as I see it at this time.

out a material weakening of its’

governmental ‘policy. are national,:

gether with other broad. policies

Speaking recently at the National
Outlook “Conference of ‘the Dé-
partment of ‘Agriculture, I under-
ook to assess in a general way
the good and bad aspects . of our
current situation,© Without re-
counting that appraisal ‘of favor-
able or unfavorable factors, I will
merely quote the conclusions that

I think‘ should be drawn frognr

them:

“The situation calls for a budg-~
etary surplus and continued debt
retirement, Continued efforts
should 'be rmade to reduce public
expenditures,  -Taxes should nét
be further reduced under present
conditions. It is- desirable to in-
crease tax revenues, without in-
creasing tax rates, by increasing
the national income as a result ¢f
greater productivity, 'Such an in-
crease in the national income, 10-~
gether with = decreased’ Federal
expenditures, will bring 'about *a
budgetary  surplus which - will
make possible tax reductions later
on,

-“Speaking of the'general credit

situation, there' is ‘no reason uri-

der present conditions for reduc~
ing margin requirements on stock
market. trading - or: for relaxing
consumer. credit restraints on dur~
able consumer goods in short sup-
ply.  Credit should be provided
for productive purposes, but: not
for speculation, - Nor is there jus~
tification for increasing interest
rates which would  greatly com-
plicate the Government’s problem
of managing the ‘public debt and
increase the cost of carrying it,
without the offsetting ‘advantage
of preventing inflation. el
“At best, Government price or
credit controls can only be a stop-
gap, and' fiscal policy-can deal
only with the money. side ‘of the
inflation problem. = The  over=
whelmingly vital need now is for
more work and more goods—for
increased productivity. . Whether
we are to have a stable economic
progress depends  fundamentally
now on the industrial front; on
labor and management, on.  in-
creasing output by ‘increasing ef-
ficiency, eliminating : bottlenecks
and restrictive rules and practices,
including those in the construc-
tion industry, and by avoiding
strikes and shutdowns. = We 'all
know that in our. interdependent
economy a strike in one key -in=
dustry paralyzes others—strikes
even by. a comparatively few
workers in plants that supply
others can throw many thousands
out of work, o
“More work and more goods
are the basic cures for inflation.
That is the only way in which la-
bor can keep the gains from the
pay increases it has received. - It
is the only way to safeguard the
purchasing - power of all wages
and 'savings. Further wage in-
creases for the same amount of

-|workand ' output - would: serve

only {o intensify the upward preg+
sure on prices.  Increased wages
that result in increased prices are
self-defeating, It will be far bet-
ter to hold prices down and in-
crease  productivity-—to  increase
real wages—than to have: furthér
wage and price. increases that

would finally result in public: Te~
sistance. ' For this, in turn, would ..

uoset " business calculations;  and
all long-term commitments; there-
by precipitating .a’ recession, the
severity - of ' which’ would depend
mainly on how long it would {ake
to correct the distortions and mal-}
adjustments, - Only. by keeping
prices ‘down and maintaining the

buying power of wages and sav=

ings can we have a higher stand-
ard of living, ; ;

“We have all the. tangible ele=
ments of - sustained prosperity—

manpower, raw materials, money
supply, coupled with a vast back=
log of needs and wants.” The in-
tangibles, . still needed, include

self-restraint, enlightened: self-in~. *

terest, the will and wisdom  to
translate the tangibles into a last-
ing, higher standard of living.”
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‘inal agreements greater precision
and definition. The time that has
since passed has been ‘filled' by
further preparatory work, among
.which that of finding sites for the
institutions and staffs with which
to fill them has proved no mean
undertaking. \
- In-additionr there can be: little
doubt that beneath the outward
reserve and reticence of the twosl
organizations (welcome virtues to
find in the Washington eaviron-
ment) . much - preparatory -work
has been done on the problems
of organization and; operations.
The Bank is known to have be-
fore it a long list of claimants for
financial assistance, It would be
surprising if some work had not
been ‘- done already in: ‘vetting’
these - propositions. ' Moreover:
solid constructive work has been
done on the -problem ' of ‘raising
the resources: that will be re-
quired for the Bank’s operations.
An unofficial committee of United
States bankers and officials has
been - studying - the - problem of
marketing- ‘the: bonds" issued by
or through .the Bank on‘ the
American capital market.. It 'is
- proper that this problem be con-
sidered by an--all-American team
since it may be assumed. that the
vast bulk, and, at first, the whole,
of ‘the issues made through the
agency of the Bank will be made
to. investors in the United States.
It is, therefore, primarily for that
country to determine such ques-
tions as whether the assistance
provided by the Bank, should take
the form of direct loans financed
in turn by issues of the Bank’s
bonds, or whether the borrowers
should approach the capital mar-
ket direct, but aided by the guar-
entee of the Bank. Whatever be
the decision, it is ‘evident that
consequential = adjustments  will
have to be made in the legisla-
tion dealing with the eligibility of
the bonds issued by the Bank or
guaranteed by it as investments
available for banks and insurance
companies in the United States.

Long-Term Review Justified

“In spite of this almost exclusive
concern of both Bank and Fund
with matters of essentially organ-
izational “or  technical  character,
enough has been done and suffi-
€ient time has passed to justify a
yYeview of the great financial ex-
periment ‘that was launched with
their inauguration. This review
will be mainly concerned with the
Fund because it is on the subject
*of this institution that the greatest
differences of views have arisen
and about whose future such dif-
ferences continue to prevail. The
Fund symbolizes a new philosophy
of international currency relations
and for that reason the spirit in
which it is being launched and
fhe principles that are being
applied to its operations are of
greater moment and significance
than the policy and activities of
the Bank, though the latier may
deal with a far larger turnover of
Pusiness and - handle ‘propositions
that ‘will crystallize the work ‘of
international - reconstruction - far
more clearly.and specifically than
«any-work:done-by-the Fund: The
‘Bank will, it.is true, apply a prin:

' ciple:that is almost new: to inter:
- national:finance—that of divesting
- the ultimate risk for a‘loan oper-:
- ation from the:: country ‘ which
“actually..provides:: the-icash; . In

© &ssence,: however; - the ‘Banlk: will
to a .large - extent’: engage' in

i . Straightforward: long-term invest+

- ment propositions,: characterized
only by the common attribute that
- they-will represent risks too great
. 10 -be borne -by.“the rprivate in-

vestor without exacting from' the

would-be borrower-an - altogether
prohibitive:rate.of interest. The

Bank will' thus inherit; and,"it is

to - be- hoped, greatly:-improve
- upon, the tradition of the League

of Nations Financial Committee.

It will have:impressive: resources

with ‘which to operate, but in'its

operations it will break little new
ground other than developing the
above-mentioned principle of dis-
associating the provision of capitai
for its international ‘' ventures
from the distribution of ultimate
responsibility for them. The Bank
will deal in large figures; it will
b(g subject to tremendous: political
wire-pulling from potential bor-
rowers and their backers. But its
policies are unlikely to arouse
ideological - conflict. b

The Fund, on the other: hand,
has already been the cause of such
conflict and promises more in the
future. The main reason for this
is that the Fund’s concern rests
in the main with matters that are
the most jealously guarded pre-:
serves of national -autonomy: the
relationships of  one currency to
other currencies and, by implica-
tion, the determination of mone-
tary and credit policy within each
country. The control of domestic
monetary policy has always been
regarded as an unquestioned pre-
serye of domestic autenomy. The
‘fact; that for so many  decades;
during which the gold standard
was in operation  throughout the
greater part of the world, that
autonomy appeared to be willing-
1y surrendered to external forces
can be explained by the imper-
sonality ‘and automatic nature of
the - gold = standard : mechanism.,
This mechanism was no more
than a signaling system, indicat-
ing when to expand, when to con-
tract; but doing so without any
evident dictation or eveh . guid-
ance from some supra-national
authority. That automatic ‘mech-
anism has departed, probably for-
ever, -In'its place there is being
substituted a new system operated
by the International Monetary
Fund, a system which consciously
recognizes that domestic monetary
policy, though a matter of dom-
estic concern, cannot fail to affect
other countries; that a change in
the value of a currency is a mat-
ter that concerns not only the
country ' which takes the . initia-
tive but all other coun'ries that
have dealings with it and whose
currencies, therefore, are affected
by the change. The basic function
cf the International Monetary
Fund is to make its members rec-
ognize this fact, to ensure that no
change in parities is made as the
result of a unilateral decision, in
other words to require of its mem-
bers adherence to a code of hon-
orable and orderly monetary con-
duct. But to assert that there is
unanimous - agreement with this
fundamental . objective . of the
Fund is. far from the same thing
as saying that there.is equal
-agreement on the ways and means
of achieving it.

The American and British
Approaches

The main differences of view
on what may be termed the phi-
losophy of the Fund are those that
ceparate and contrast the British
from the American approaches. to
the - problem.  These - differences
would probably be found to sink
into - insignificance - if . compared
‘with those that separate the West-
ern-from. the: Russian conception
‘of the Fund.:Butthis, really:basic
tleayage need not concern us here
1f"only ‘because . Russia, though . a
:signatory of « 1 3refton’: |
-agreements, has. declined; up .t
gow- to. rafify’ them. and, even'if.
Russia becomes. a“member. by the
‘end* of 1946, (the  present . dead-

line for adherence on“foundation |
‘member " terms”) ‘she” can. hardly |,

'be . expected- o prove- an’ active
‘partner in this - experiment . to
spreé}? the philosophy. of free.and
multi ]

‘rencies. At best, Ruissia, given her
'present” economic system, will al-
‘ways’ be the odd man, the eccen-
‘tric member in the Bretton Woods
iclub, - S e S Ay
| “The British and American ap-
'proaches’ to -the  problem  that
icrystallized in the Bretton Woods
‘agreements can be traced back

ateral convertipility of ‘cur-)

to the two -original schemes, the
“proposals for an. International
Clearing’ Union” (Cmd. 6437) of
which tne late Lord Keynes was
the principle- author ' and . the
American proposals for “‘a.United
and Associated Nations Stabiliza-.
tion Fund” (reprinted by H. M.
Stationery Office; 1943) for which |
Dr.. Harry White, of.the U. S.
Treasury was primarily : respon—
sible, These two plans were mar-
ried in the Bretton Woods agree—
ment of July 1944 (Cmd. 6546).
The contrasts between the ‘two
original -contributions should not
be stressed too far. Lord Keynes’
was a broadly conceived scheme
for a central institution “of. a
purely technical character” that
would provide a quantum of in-
ternational currency governed by |
the actual requirements of world
commerce. The essence of the
scheme was' to be found in the|
provisions. that the operation of
this volume of international cur-
rency should be controlled with a
persistent bias towards expansion,
that countries accumulating and
hoarding -international ' currency
(because. they did not import or
otherwise: speng abroad as much
as they earned abroad) should be
penalized and that all adjustments
of " disequilibria’ in: international
balances of payments should, as
far as possible, be remedied by
bringing the smaller side of such
accounts. up to the- larger. Dr.
Harry White’s -scheme was far
more. precise, expressed in'legal-
istic terms, placing on member
countries’ access to the resources
of the proposed Stabilization Fund
far stricter restrictions than did
Lord. Keynes’ scheme, but con-
ceived in the same general spirit
of expansionism. After much dis-
cussion ‘and  particularly  helpful
intervention by Canadian experts
(Tentative draft proposals of Can-
adian Experts for an International
Exchange Union) the two schemes
were successfully welded at Bret-
ton' Woods. But the welding,
though  technically - satisfactory,
still left some basic differences of
conceptions unreconciled,

Revival of TrirPartite Agreement

The general British view of the
International Monetary Fund was
that of a revival, on.a much
kroader. basis, of the Tripartite
agreement of September 1936 be-
tween the United Kingdom, the
United  States and  France, an
agreement of which the Nether-
lands and Belgium'became signa-
tories in November 1936, Under
this agreement the exchange af-
fairs of most of the countries that
mattered in. international com-
merce were regulated by day-to-
day technical. collaboration be-

- tween their central banks. With

a minimum of publicity, legalistic
restriction - or politi¢al interfer-
ence, the monetary affairs of the
world were settled, with remark-
able expedition and efficiency, by
frequent telephonic.conversations

between London, NewYork, Paris, |,

Amsterdam  and = Brussels, The
British' viewed the Fund rather
in that light, as a club of central
bankers - in -which. all -decisions
.could be made and taken with the
Gignity,: anonymity. and. discretion.
that:have always characterized the

{dealings of- the Bank of ‘England

with
ers;
i 1A very . different view: of :the
‘Eund  prevailed ' in -the.” United
jStates.. There. if-was regarded :as
an intér-governmental’ and not: as
ian-inter‘cenfral: banking ‘institi-
ition.. Eyer since ‘the ‘days of ‘the
'Neéw Deal the financial: center: of
igravity of .the United-Statés had
béen ' shiftinig from New. York to
‘Washington and it is notable that
0o bankers,: not: eyen_ the semi-
‘political bankers of the' Federal
Reserve system, took ‘any effec-

niral banking: custom-

tive part in launching .the Fund

,fanc} “the. Bank -at’ the Savannah

inaugural meeting of govérnors of
both institutions.
" Keynes’ View

The' British 'conception ‘of "the
International Monetary Fund and
of the.dangers-that would. attend
a more political view ‘of the char=
acter and functions of that insti-
tution cannot be better illustrated
than by a speech which the late
Lord Keynes made at the opening
of the Savannah meeting, a char-
acteristic. product of his wit and
wisdom  which: for ‘' some. unac-
countable reason does not appear
to have 'been published 'in' this
country. For a full understanding
of  this' speech two explanatory
notes are needed. ' The reference
to .the “Spanish moss” was to the
leng beards. of this grey fungus
which droop profusely from many
of the trees of Savannah. The
second: ig' ' to explain ' that Mr.
Kelchner of the U. S. State De-
partment was the secretary gen-
Leraliof the conference and had is-
sued the invitations to the meet-

said:

“Like several others here pres-
ent, I have ‘been intimately con-
cerned 'with what will, "I think,
always be known as the Bretton
Woods plans.. The gestation has
been long;: the lusty twins are
leng overdue; they will have put
on, I hope, as a result, a weight
and strength which will do credit
to  their 'mixed " and  collective
parentage, ‘At any rate it is a
privilege I would not have readily
foregone to be present at the hour
of birth, in' some capacity, whether
as ‘governor or governess, along
with the midwives, nurses, doc-
tors and parsons ready to christen
(and I shall always hold to the
view that the christening has been
bady done and that the names of

versed). ! ‘
“Hidden behind veils or beards
of “Spanish moss,” I do not doubt

ting in .an appearance at the
christening, carrying appropriate
gifts. ‘What gifts and blessings are
likely -to  be most serviceable to
the . twins, whom . (rightly, - or
wrongly) we have decided to call
Master Fund and Miss Bank?
“The first fairy should bring, I
suggest, a Joseph’s coat, a many-
colored  raiment to 'be ‘worn by
these children as a perpetual re-
minder that they belong to the
whole world and that their sole al-
legiance is to the general good,
without fear: or favor to any par-
ticular interest. Pious words. ex-
ceedingly difficult to fulfil. There
is scarcely any enduringly success-
ful experience yet of an interna-
tional - body which has fulfilled the
hopes' of its progenitors. - Either
an finstitution has become diverted
to be:the instrument of a limited
group, or it has been a puppet of
sawdust through whjch the breath
of life does not blow. Every in-
cident and adjunct of our new-
born institytions must be best cal-
culated to emphasize and main-
tain their truly international char-
acter and. purpose. et
“The second fairy, being up to
date, will bring perhaps a box of
mixed.vitamins, A, B, C, D and all
the rest of the alphabet. The chil-
dren: may faithfully ' wear : their
many-colored raiment, yet them-
selyes show pale, delicate faces.
Energy and: a fearless spirit which
idoes: not: shelve and avoid. diffi-
jcult: issues, but welcomes .them
and. is-determined - to: solye’ them,

s what,we must:demand from our
DUTSeLNgS. (v e i
| -“The third. fairy perhaps, much
clder and not nearly so up-to-date
may, like-the Pope -with his car-
dinals, close the 'l('ips of the:chil-
idren with her-hand and then open
ithem -again,- invoking a- spirif -of
wisdom, patience and: grave- dis-
‘cretion, so that, as they. grow up,

lsafe recipients :of confidences, of
‘troubles and of perplexities, a re-
liable .and - prudent- support to
‘those who .need them in all times
iof difficulty..If these institutions
‘are to win the full- confidence of
‘the- suspicious world, it must.not

Yo

the twins should have been re-|.

that the usual fairies will be put-

‘they will . be the -respected -and

only be, but appear, that their ap- ) '

proach to every problem is abso-
lutely objective and oecumenical,
without prejudice or favor.

“I am asking and hoping, you
will see a great deal, =

©.YI hope that Mr, Kelchner hag

not made any mistake and that
there is no malicious fairy, no Ca-
rabosse, whom he has overlooked

.and forgotten to ask to the party.

For if so, the curses which that
bad fairy will pronounce will," I

feel sure, run’as follows: “You'
two. brats shall :grow up poli-' }

ticians; ‘your every thought and

act shall have ‘an arriere pensee;’ :

everything you determine shall

not be for its own sake or on its ' !

own merits but because of some-
thing else. ‘ :

“If this should happen, then the '
best that could ‘befall—and that !

is how it might turn out—would
be for the children- to fall into
an  eternal slumber, - never to
waken or be heard of again in
the courts” and ‘markets of man-

ing. This is what Lord Keynes kind

nd. : :
““Well, ladies and gentlemen,’

fairies or no fairies, this looks like"
being a very pleasant party and:
a happy christening and let the
omens be good.” o
To 'get the' full flavor of this::
speech it should be realized that
it ‘followed: a-long successic.i of’
the customary, vapid,  oratorical, "
insincere: effusions that arc the:
normal fare at inaugural sessions
of international conferences. E_'Jord ;
Keynes’ fanciful but pointec. re-
marks ‘amused his audience “but
also shocked part of it and {here
were some  of ‘his’ hearers—evi-
dently those with bad.consciences
—who imagined, ' quite  falsely,’
that they-had been cast for the
role of Carabosse. . :
 The Morgenthau Protest
To get a comparable picture of
the American view of the Inter-'
national Monetary Fund one can-
not do better than quote from a
letter which Mr. Henry Morgen-—
thau, ex-Secretary to' the U.'S.
Treasury and’ the Chairman of
the U. 'S, delegation at the Bretton
‘Woods conference, sent last March
to Mr. Vinson, then Secretaiy of
the U. S. Treasury.. Mr, Morgen—.
thau had le<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>