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Cross Currents
At Geneva

(By a Special Correspondent)

‘Observer reports Conference’s
opening proceedings marked by
- Britain’s strongly indicated un-
willingness to give up Imperial
Preference, mainly because "of
possibility of our unilateral re-
versal of tariff - concessions.
Cripps stated only complete
tariff elimination would warrant
- similar action on Imperial Prefer-
ence. Undersecretary Clayton’s
difficulties highlighted.

GENEVA—Usually the opening
speech. at international confer-
ences contain littlemore than broad
generalities, so vague as to be
almost  non-controversial.  This
practice is unconsciously due to a
desire to open the discussion in
an atmosphere of harmony, by ex-
pressing pious hopes about their

success in a spirit of goodwill. |

There has been a great deal of
that kind of generalities in the
opening speeches at the Geneva
Preparatory Conference. At the
same time, however, there was an
unusual amount of plain speaking
even if it was wrapped .in an

~+-ample cover of platitudes,

% Ladeed Some of the leading dele-

.- gates ‘lost no time in indicating
the broad outlines of the attitude
they intended to follow. In par-
ticular Sir Stafford Cripps made
the British Government’s policy
quite clear from the outset; not
only in his speech but also in
statements made at a press con-
ference held on the second day of
the conference, and by implica-
tion also by his departure from
Geneva on the following day.

(Continued on page 40)

- Vacuum Co_ncrete
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HirscH & Co.
Members New York Stock Exchange
and other Exchanges
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HAnover 2-0600  Teletype NY 1-210
Chicage . <Cleveland London
Geneva (Representative)

The Budget and Federal Taxes

By IVAN

Dr. Wright, in recounting‘growth of Federal budget and. Federal
~ taxes, points out, despite the burden, if American business is given
a chance under freedom with fair and free competition, nation :
can meet tax burdens through increased production. Says much

depends on successful removal

prices which would bring a real increase in wages or buying power
of wage earner’s dollar. Sees need for government economies.

Our Federal taxes are high by comparison with prewar taxes,
_The obligations of the Federal Government will require high taxes

for many

WRIGHT

of barriers to reduce costs -and

] 3 | | -
Strengthening Economic System
By ALFRED P. SLOAN, JR.*

Chairman, General Motors Corporation

Asserting strengthening economic system' will fail unless implement-
ed by political action, leading industrialist urges. contesting propa-
ganda against free enterprise. Attacks tax system as confiscatory
and as destroying incentive.” Wants labor-management relationship
on voluntary basis; accuses unions of monopoly. Holds government
policy distorts prices, and decries wage rises at expense of profits.

... The vital importance of preserving and strengthening the Amer-~
ican’ economic system.stands out to most of us crystal clear. Every

years to
come. During
the war the
Government’s
obligations
and fax rates
were in-
creased of
necessity. In
spite of this
huge increase
in taxes, a
large part of
the war costs
are still to be
paid. The
story - of - the
deficit financ-
ing is told in the increases in the
Federal debt, which is now about
255 billion dollars, While the Gov-
ernment’s budget needs declined
with the end of the war and will
further decline with the postwar
reconversion . and reconstruction,
the obligations of the Government
will remain high for many years
because of the increased costs of
defense, payments to veterans, the
servicing and amortizing of the
national ‘debt, increased - inter~
national obligations and other ex-

Dr._lvan W;rixht

pansions in ‘Government: obliga-:

tions growing out of the war.
While the Government’s budget
requirements have increased and
Federal taxes have increased, the
debts of states, municipalities and
even the private corporations and
individuals have decreased. This
decrease, however, does not offset,
by any means, the increase in the
(Continued on page 32)
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declared. ' “If reports from Wash-

A

Don’t Wrench the Price Structure!

Dr. C. T. Murchison of Cotton Textile Institute says hasty action -
by government or breaking down prices by “crowbar methods”

may be disastrous.

Holds if markets are ‘allowed to take their

due course in making adjustments, prices will. tend downward.

: Deploring the “utter recklessness of preéen’t assaults on the
price structure,”. Dr. C. T. Murchison, President, Cotton-Textile

Institute, " de-¢
clared ' before
the annual
meeting of
the Alabama
Cotton Manu-
facturers As-
sociation  at
Biloxi«Miss.;
ron. April - 14,
thatisuch
‘erowbar
metheods”
could easily
lead to dis-
astrous conse-
quences. ;
“There is
much loose
and irresponsible talk about the
mecessity for price reductions,” he

Dr. C. T. Murchison

ington are to be believed, there
is the threat of hasty action on
the part of the government; Both
of these developments are more
serious ‘than the fact of higher
prices. If prices are broken down
by crowbar methods, the results
will be disastrous.”

In a period of rapidly breaking

STATE AnD MUNICIPAL

THE NATIONAL CITY BANK
OF NEW YORK

' Bond Dcpt. Teletype: NY 1-708

prices, he pointed out, public con-
fidence  in - values 'melts away,
buyers desert the market, being
fearful of making commitments
unless sure’ that' the bottom: has
been reached, selling: operations
are brought to a standstill, heavy
losses are suffered, inventory val-
ues shrink, production is curtailed,
unemployment appears like mush-
rooms everywhere, breadlines be-
gin to form,.and the wage struc-
:ure cracks as did the price struc-
ure.

“An alfernative such as: this,” |

ne went on; “is not idle specula-
tion. Hisfory has shown it to be
the inevitable: outcome of every
general price collapse, One would
infer from the current fanaticism
over prices that the American
people  were undergoing  great
hardship and destitution., Such an
assumption, of course, is pure
nonsense.

“Why have wages gone up so
fast. and so far except to cover
these higher prices? Has the pub-
lic income increased from 75 bil-

(Continued on page 41)
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logical argu-
ment;, every
bit of: histori=
~cal. evidence,
everyap-
praisal of act-
tual accom-
plishment, all
human  reac-
tions and de-
sires support
predom i-
nantlyone
side of the
argument. Yet
the . battle as
towhether
that system,

) based - on the
fundamental concepts of the free~
dom of the individual, is to re- -
main intact 'as ‘a bulwark ~in
support of the American ‘way of
living, or is to ‘move ‘into some
form of 'a regimented economy —
socialism or something: worse —
long in the stages of academic dis-+
cussion, now takes concrete form.
The lines of attack and defense
are clearly defined. It is the world

“(Continued on page 42)

*An'address by Mr. Sloan be-
fore the Economic Club of New
Ygork, New York City, April 16,
1947, 7

Alfred P, Sloan, Jr,
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\ of business
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with whom I
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am acquaint-
ed and has,
indeed, had
t he -. ‘corrob-
oration of the
President in a
‘recent state-
ment that an-
other spin- of
the inflation-
.ary wage-
price spiral is
to be feared
unless curbed
by the self-
restraint of its participants.

Bradford B. Smith

The presence of boom is readily

- Savoy Plaza
. 3/6s,1956

Savoy Plaza

Class “A”
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established by dispassionate an-
alysis and the. statistical evidence
of it is cumulative and convinc-
ing. Thus the Bureau of Labor
Statistics’ index of wholesale
commodity prices has risen in the
past year by nearly 40%. Its in-
dex of consumer prices has in-
creased close to 20% and the in-
crease in it since 1940 has been
about 50%. These are facts so
familiar that we have become
| deadened to their drama. So-let
me put the same thing another
way: I imagine that many of you
carry life insurance to care for
wife and children in the event of
death, If the cost of living ad-
vances no further than it has al-
ready, the wife and children will
still have one-third less of real
things to live on than if prices
had remained where they were
when the policy was taken out,
let us suppose, in 1940.

Or let us look at the supply of
money, by which I mean the dol-
lars of check deposits and coin
and currency owned by individ-
uals and business enterprises. By
a process which is the modern
equivalent of the money printing
press, the supply has been blown!
up until it is six times what it

Boston & Maine R; R.
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Follansbee Steel 41/55-66
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Northern New England Co.
United Piece Dye Works Co.

Breene..Lompo:

Members N, Y. Security Dealers Assn,
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*Remarks of Mr. Smith before
the Illinois Manufacturers’: Costs
Association. Chicago, April 15
1947.
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bust with termination of flow to mar

Roots and Fruits o

By BRADFORD B. SMITH*

Economist, United States Steel Corporation

Mr. Smith cites broad extent of presént inflationary boom, whose bases are
Maintains our financial expansion is equivalent.to money printing' press. ~Predicts bocm will end in
ket of new money, and of banks’ power to expand money supply

‘at artificially low interest rates.

was in the middle 30’s and three
times what it was in 1939. I shall
have more to say about this in a
moment. Finally we may . note
something which -comes, I believe,
within everybody’s. personal: ex-
perience, It is the seeming scarc-
ity of numerous things which peo-
ple want to buy and the apparent
abundance of money with which
to ‘buy them were they available
—and this despite the facts of
very high levels of industrial pro-
duction and the absence. of -sig-
pificant unemployment. Multi-
plying money supplies, rising
prices, wages and costs, high lev-

reaking, proportions.
t at present it is a view which is sharad by

f Boom

both physical and financial,

The central business fact of today, as I see it, is that America is in some phase of an
inflationary boom of major, perhaps record-b
ago this view was by no means universal. Bu

most . students ¢

Two or three months

els of output, expanding inven-
tories and apparent scarcities of
labor and matcrials—these are the
historic earmarks' of inflationary
boom. All of these we have: re-
cently experienced. I conclude
that we are living today in an in-
flationary boom of major propor-
tions. It is a fact to be faced

the eyes in the vain hope that re-
fusing to recognize it can elther
make it not true or avert its con-

that we have on our hands, it is
appropriate to inquire into what
(Continued on page 25)

The Economic Outlook

By RAYMOND RODGERS*

Professor of Banking,

Dr. Rodgers traces cross currents
be no serious depression in 1947.

New York University

.of business, and predicts there’ll
‘Sees moderate price declines hav-

ing a beneficial effect on the economy, and contends lower average

mark-ups ‘of both manufacturer.

s and retailers, seeking volume

rather than high profit margins,.together with reasonable price de-

clines will increase purchasing p
recession,

ower and offset serious business

In the economic sphere things don’t “just happen.” In the eco-

nomic field, we reap what we sow

just as directly as does the farmer,

and ;nuch
more certain-~
ly! Today, we
are going to
analyzeé some
of the things
which have
been' sown to
see if we can
determine
what the crop
will be!
Prognosti-
cation . is the
most deadly
of° the eco-
nomic deadly
sins. No econ-
omist in his
right mind would tempt the gods
of destiny by trying to pierce the
veil of the future if it could be
avoided. Fate, happenchance, and
government play too important!

-~

Raymond Rodgers

lroles in human affairs to make |
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economic forecasting a scientific
procedure; yet the businessman
must plan ahead if he is to sur-
vive. Let us, then, with full real-
ization of the. hazardous charac-
ter of our undertaking, attempt to
mutually formulate “the shape of
things to come.” In doing this,
I beg you to listen to my reasons
more closely than my conclusions.
Future developments, particularly
in the field of direct government
action, may force modification of
some of the conclusions but if you
keep the underlying reasons in
mind, you can keep your conclu-
sions up to date.

Business Cross Currents And
Outlook

Business today,like Don Quixote
of old, is striking off wildly in all
directions. There -are many Cross-
currents; trends are reversing
themselves. Although business ac-
tivity has slackened, it is still too
good to be true in most lines, yet,
paradoxically, everyone expects
the worst! In spite of conflicting
evidence and the confusion which
prevails, however, certain reason-
able conclusions can be drawn.
Briefly stated - these .conclusions
are:

(1) Despite the ballyhoo, there

(Continued on page 30)

_#An address by Dr. Rodgers be-
fore Conference of Industrialists,
arranged by ‘Manufacturers and

rather than one to which to close|

sequences, If, then, it is a boom |
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* A Balanced National Budget

. Consultant, Government Finance Department, National
Association. of Manufacturers

. Dr. Lutz contends less government spending - is ‘key to balanced
b}ldget, reduced income taxes and national debt reduction. Denies
high taxes help stop inflation, but favors debt reduction over tax

" reduction. Says both debt and tax reduction can now be accom-

. plished, and tax reduction will encourage ‘enterprise and increase |

- revenue through expanded production and. greater individual incen- |
tive.  Contends all should share in tax relief and maximum income |
“tax rate should not exceed 50%, since “soaking the rich” soaks |

" the poor also. ‘

... The subjeet’ of these remarks, “A Balanced National Budget,”
belongs in the realm of past, rather than current history. If we
accept that® 5
bit - of = folk-
lore about the
reticence of
women on the
subject of
their age,
there are
few memebers
of this audi-
ence who
-~ would admit
remembering
when. the
budget w a s
last balanced.
It was in the
fiscal year
. 1930, and that
is a long time ago by any one’s
calendar.
We seem to be, at last, in sight

of the geal once more, There may
be a surplus for the fiscal year
1947, but if this happens it will
be due to good Iuck, not good
management. We now have reason
to expect, in fiscal 1948, a surplus
of revenues above current spend-
ing.

Yet, the progress toward lower
budgets - is ' disappointing. 'Com-
pared with the highest war budget
of more than $100 billions, the
President’s estimate of $37.5 bil+
lions in 1948 indicates improve-
ment. But it was fairly easy to
lop off the first $60 billions or so.
In fact, this was unaveidable with
the termination of war contracts
extensive demobilization, and the
end of lend-lease. The tough part
of the job will be to get another
$10 billions or $15 billions out of
the present budget. : .

All of you have. probably read
about how big the 1948 budget
'document - was, how much it

Dr. Harley L. Lutz

- *An address by Dr. Lutz before
the Annual Convention of thel

Women’s Clubs, Detroit, Mich.,

(Contir;ued on page 28)

Yames J. Caffrey Sticks to His
|~ “Riskless Transaction’’ Theory

+ SEC killed proposgéd Rule X-15C1-10 as announced

in these columns two weeks ago. Does not follow

|* ‘that issue of 'bi'd-'and-asked disclosure may not be

= resuscitated.,

Certain rather important things need to be said about

'the announcement made two weeks ago-by the Securities

and Exchange Commission on proposed bid-and-asked dis-

closure Rule X-15C1-10. Careful re-reading of the announce-

ment revealed a puzzling ambiguity about the way the last

§ *'| sentence in particular was phrased and raised doubts about
.| what the Commission really had in mind and proposed actu-

ally to.do about disclosure. The reference to “municipals”
was clear enough but the current attitude of the Commis-
sion on a disclosure rule applying to other classes of securi-
ties seemed vague.

To clear up points of doubt, the “Chronicle,” by means
of a telephone conversation and a personal interview with
James Caffrey, Chairman of the Commission, posed some
pertinent questions to him that had been giving thoughtful
people some trouble which, it should be said, he readily
and gladly consented to answer. |

For the benefit of those of our readers who did not see
the original announcement of the Commission printed in
these columns two weeks-ago and for those others who want
to refresh their memories on the subject, we publish below
the complete text of the announcement again. Fry

“Inquiries have been reeeived by the Commission from
time to time regarding the disposition of a proposed Rule
X-15C1-10 under the Securities Exchange Act of 1934 which

(Continued on page 46)
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| Fedetal Reserve
And the Commercial Banks

By C. E. EARHART*
President, Federal Reserve Bank of San Francisco

Mr. Earhart, in maintaining Federal Reserve is adapted to preserva-
tion of our democratic ideals in realm of momey and credit,
describes functioning of the system and its effectiveness in. stabil-
izing and facilitating credit. Points out developments due to war,
and holds, because of heavy National Debt holdings, control powers
of Reserve System have weakened. Defends fixed interest rate pat-
tern and urges caution in commercial loan policy by banks.

Controls of any kind are unpopular at. this time. The winning
of our most costly war and our subsequent rapid swing into seeming

high * peace-
time prosper-
ity have made
most of us a
bit - allergic
to govern- -
mental ‘fé-"’
straints.
Bankers are-
no .exception
in their feel-
ings, but they,
nevertheless,
are confront-
ed with the
possibility = of
either more
governmental
competition or
more controls. The bankers’ own
conduct will influence the extent

C. E. Earhart

System

1 thereof. -If, in the opinion of the

public, they fail to grant produc-
tive credit adequately, there will
be support for more government
in. the banking' business. If, on
the other hand, the banking sys-
tem grants unsound or specula-
tive -credits liberally during’ anp
inflationary - period, it runs the
risk- of the' imposition of more
controls.

Because the commercial bank-
ing of this country is conducted
under .a system of fractional re-

(Continued on page 31)

#An address by Mr. Earhart at
the Pacific Northwest Conference
on Banking, Pullman, Washing-

ton, April 11, 1947.

Long Threatened Strike

May' Break Out on Wall

Street Next Monday

By EDMOUR GERMAIN

New York State Mediation Board making one last effort to effect
peaceful settlement of the dispute between the United Financial
Employees, AFL, and A. M. Kidder & Co. Exchange, against which
the union will be directing most of its fire, prepares to keep open
in the event of a walkout. Members of Exchange given instruc-
tions as to what to do “during period of elergency.” David Keefe,
Union -President, reported to have met ‘with William Green, AFL
President, to discuss issues and strategy of strike.

The New York State Mediation Board is trying once again to
find some way to effect a peaceful settlement of the six-months-long

dispute between the United Fi-
nancial Employees, AFL, and A.
M. Kidder & Co. which threatens]
to break out into the much-
talked-about strike next Monday.

The strike would be directed
not only at A. M. Kidder & Co.
but also against the New York
Stock Exchange, the New York
Curb Exchange, and other broker-
age houses against which the
union has complaints. The union
has given the N. Y. S. E. and the
Curb 30-day notices of cancella-

1tion of contract and the contracts

expire Sunday. The union can,

American Hardware
Art Metal Construction
Bowser Com. & Pfd.

however, rescind the cancellation
notices before the cancellation
date. It is expected all along Wall
Street that the strike will com-
mence;gn Monday, howeyver. - .,
The ynion says.it-will .call the
strike ‘when it will be the most
effective. In a ‘declining market,
the wunion believes, investors
would clamor for a quick settle-
ment of the argument because
their ‘wealth would be in jeop-
ardy. The union would like to
commence the strike on a day
_ (Continued on page 46)

'BUSINESS BUZZ

world.”

if he had lived
to-help'us
through a job
of peacemak-
ing, which is
muchmore
difficult than
making war.
Roosevelt was
my greatest
friend.We had

|lour differ-

Crowell-Collir Pub
Grinrell-Corp.
Oxford Paper Com. & Pfd.

ences, of
course, as
good friends
do, but essen-
tially we had
the same idea.
We called “it

Imperialist U. S. Needs New Deal

By HENRY A, WALLACE*

Terming Roosevelt’s death disastrous, Mr. Wallace tells Britishers
he subsequently “left” the U. S. government because of our drift
to two worlds and military purposes.
the Red Menace as cloak behind which to dominate and exploit the
Maintains Middle East problem can be solved by TVA
technique and social betterment. Declaring Russia has been dev-
astated by war and boycotted in peace, he calls on U. S. to try
new type of power politics. '

Just two years ago, Franklin D. Roosevelt died, and inevitabiy I
ask myself what would have been the shape of world events today

Scores Americans who “raise

Henry A. Wallace

It was the beginning of Demo-
cratic planning, and the Tennes-
see Valley Authority was its most
lasting - achievement. The TVA

This address has elicited e,
Parliamentary Question and pend—
ing exvlanation in the House of
Commons. The aquestion, as Te~
ported by the New York “Times,”
wds “nut. Aoril 16 by L. D. Gam~
mans, a Conservative member,
asking whether the British Broad-
casting Corporation “program by
My, Henry Wellace, in which do=-
mestic and foreign policy of the
[Inited States Government was at-
tacked, was made with the knowl-

Federal Water & Gas .
. Puget S’nd P. & L. Com.
- Southwest Natural Gas
.- Standard Gas Elec.
... Tide Water Pwr. Com.
e tProspectus Upon Request
*Bulletin or. Circular upon request.. |
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Members N. Y. Stock Exchange and Other Principal: Exchimges

" 115 Broadway, New York - 105 West Adams St.,;.Chicago
Telephone: BArclay 7-0100 y - 'Teletype- NY '1-672  ~

the New Deal. . i

First it was the New Deal for
America, when she had 12,000,000
unemployed, unparalleled misery
in the midst of fantastic wealth,

edge of or after consultetion with
his - Majesty’s -Government”—
Editor.

idea inspired the world, and today
the most: conservative Americans, -
who fought bitterly against the
project because it was a public
enterprise for all instead of pri=
(Continued on page 40): -/

- ®Transeript - of - radio -talk- by
Mr. Wallace over Home- Service
of British Broadcasting Corpora-
tion, April-13, 1947. ; !
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“ And You

-'With political window dressing, President Truman has degraded
his avowed price cutting crusade into a witch hunt. Results are
apparent and inevitable: (1) the issue has become partisan, (2) in-
clination_of Republican leaders to cooperate with the White House
has withered, (3) and the- possibility .of a coordinated endeavo
between business and government has been minimized. ¢

# & &

For an honest view of the
President’s real intent to con-
fuse, note carefully these three
co-incidental circumstances: (1)
same day the court and Labor
Pepartment-were trying to end
the coal- and telephone walk-
outs, Mr. Truman publicly de-
manded that business cut prices
or boost wages; (2) at almost
the identical moment the Presi-
dent = was  saying consumer
prices must come down, his In-
{erstate. Commerce Commission
was telling the “New Haven”
Railroad to increase passenger
fares, and (3) the President’s
farm agencies were zealously
preparing to spend between
$80,000,000 and $100,000,000 to
keep consumer food costs up.

£ Ed Ed
" And maybe the President didn’t
know it, but that very same day
one of his Commerce Department
marketing experts was preaching
that food prices just couldn’t be

Restore Federal Reserve to Iis
Essential Functions

By AUBREY G. LANSTON*
Vice-President, The First Boston Corporation '

Holding ‘Treasury’s present debt management policy .thwarts. nor-.
mal. functioning of Federal Reserve, Mr. Lanston attacks . as im-'
practicable and inadvisable stabilizing of current interest rates.’
Holds charges on public debt are bound to increase despite efforts
to prevent it, and -contends ‘“‘unwriften” amendment to Federal’
Reserve Act makes it impossible for banking and credit systems
to function soundly. Urges.adequate tax reduction before further
.debt retirement, ’

Behind-the-Scene Interpretations
from the Nation’s Capital -

cut voluntarily. The food indus-
try is faced with a price log-jam
that can only be broken by an
economic crash, Marketing Agent
John R. Bromwell assured news-
men with positive precision. ‘He
added .. . “High prices can’t be
reduced by any one’ segment 'of
the food. industry because were
the wholesaler to sell at cost price
and the retailer to" realize ‘only
the smallest ‘possible profit, the
price of food would be abnormally
high. The problem goes back to
fundamental high prices—wages,
materials, taxes which the farmer
and manufacturers have to meet
initially.”
£d & o
Until the President -sought to
(1) blame business and the Re-
publican party for the high cost
of living, and (2) arouse labor
against management, there was
a good chance of effective
friendship between the White
(Continued on page 45)

The present Debt Management policies. of the Treasury thwart |,
the normal functioning of the Federal 'Reserve System. Congress |

specifically
placed  upon
the Federal’
Reserve Sys-
tem - the re-
sponsibility:
(1) “...to fur-
nish an elastic
currency ...,”
and (2) to
conduct its
extremely im-
portant onen
market opera-
tions “...with
a view to dc-
commodating
commerce and
business and

‘Debt Management policies are de-
structive in- fields far beyond the
/| public ‘debt ‘and 'interest rates.

i No : good- . business - executive
would “appoint two department
heads for a single department and
give to each conflicting authority.
The war born powers of the Treas-
ury to influence credit conditions
undermine the power of the Fed-
eral Reserve to promote a sound
banking structure .and a whole-
some business environment, The
time has come for these powers
of the Treasury, like those of
other wartime regulatory bodies,
to give way to the requirements
of a vigorous peacetime economy.

A. G, Lanston

THE COMMERCIAI‘, & FINANCIAL C:HRO“NICLE

I Observations . . . .
By A. WILFRED MAY

RS MR. TRUMAN AS ECONOMIST
Is He Beating the Gun in Hedging Against a Depression?

It is freely granted by this member of the economics as well ‘as
statistics professions that his colleagues therein are prone, through
omission, commission and general subjective interpretation, to use
supposedly scientific data to support their a priori conclusions. But
1t 1s respectfully submitted that the President of = ek ;
the United States-in his guise of pronouncing
conclusions—though not in Olympian aloofness—
should act somewhat judicially and less as an ad-
vocate. ‘It appears that in the present economic
“crisis” the Chief Executive might better issue to
his public an overall ‘complete summary of all
the relevant facts, with his conclusions and recorm-
mendations; in lieu of successive pot-shots, given
by way of eclectic observations at one: of his..
brief press conferences,. at' subsequent -anonys: «
mous quasi-official White House interpretations
thereof, or through comment on his advisers’
report, The’whole performance seeming to be a
politically-tinged pre-depression apologia! s

. Hence we shall first specify “material omis-
sions” and then follow with commissions of ecror,
offering them to the President for use in the .
next statement of his thesis on prices. First we
might remind the Chief Executive of some of the obstacles to effective
“talking-down” of the high price level in righteous indignation.
This is primarily so because the run of large profits is not being
earned on controlled lines, that is, where buyers fix the prices or.
their own individualized products in their own market, Wheat, for
example, is now selling at $2.50 not through the policy or control of
any individual farmer, but pursuant to the price set by the open
market for standard commodities, In line therewith, the President,
in his advance pre-Depression castigation oi industry, also neglected
to mention that-fully 70% of last year's rise in-the-cost of living
occurred through a 180% increase in the price of food,

A. Wilfred May

Industrialists’ Responsibility False Perspective
Prices of farm products are now 300% of their prewar figure,
(Continued on page 44)

Stop Money Inflation, and
- Price Inflation Will End

: . By MURRAY SHIELDS* ‘
* ~Vice-President, -Bank of ‘the Manhattan Co.-

Bank economist blames mounting cost.of living on Federal Reserve
. and Treasury policies during past decade that have fostered and
permitted - excessive money supply. Holds Federal Reserve and
" Treasury - have' power -to adopt anti-inflationary policies -by. pre-
* venting" further increases in deposits, by: refunding collossal float-
ing debt, and by reducing bank holdings of government bonds.’
“Attacks’ interest rate control as “penny-wise and pound foolish.”

- It has ‘become urgently necessary for everyone with some com-
prebension of the ultimate consequences of present Federal Reserve
and . Treasury - .. - ’ @
‘policies to de-
mand | in - the
strongest-
terms that
those -policies
be changed,.
For the mone-~
taryand bank-
ing authori-
ties have per-
sistently re-
fused to stem
the tide of
monetary in-
flation de~
spite appeals
by a long list

when acute shortage of goods, ris-
fing labor costs and the monetary
inflation of the past decade de-
mand that the monetary spigot be
-|turned off.

With prices soaring and the
cost of living mounting the situa-
tion is critical and if this nation
experiences an inflationary “blow-
up” the responsibility can be
placed squarely on the policies of
the Federal Reserve and the
| | Treasury during the past decade
' |and the refusal of those two or-
ganizations to take anti-inflation-
ary action when it has been clearly
called for.

with regard to their bearing upon
the general credit situation.”
The' repercussions of existing

#An raddress by Mr. Lanston
at: the ' Dinner Meeting of the
Mortgage Bankers Association of
America, New York City, April 15,
1947,

If the Treasury cannot or will not
restore to the Federal Reserve the
powers necessary to the perform-
ance of its essential economic
functions, then Congress should
intervene.

While the bulk of my discussion
this afternoon will be devoted to

(Continued on page 34)
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Murray Shields
of distin- .- ;
guished students of such questions
that they do so and despite. ac-
cumulating evidence of the dan-
gers.involved in feeding the fires
of inflation with large injections
of money and credit at a time

r

.This is not to imply that the
* (Continued dn page 39) 1
*An address by Mr. Shields be-
fore the Queens County Bankers
Association, New York City, April
10, 1947. ‘
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Guy Simpson Jr. With

i| Oscar Burnett & Co.

(Bpecla! to THE FinanciaL CaronIcLE) ‘
. .GREENSBORO, N. C—Guy H.
Simpson; Jr. "has‘ become asso-
ciated with Oscar Burnett & Co.,
Southeastern Building. Mr, Simp-
son was formerly Greensboro rep-
resentative 'for Cohu & Torrey
and prior . thereto copducted his
own  investment business in
Greensboro, i

Cotten With Boettcher

(Special to THE FINANCIAL C!momcu;)

DENVER, COLO. — William W.:
Cotten has become associated with
Boettcher-and Company, 828 Sev-
enteenth Street, members of the
New York: Stock Exchange. Mr.’
Cotten was formerly with Merrill
Lynch, Pierce, Fenner & Beane in
Atlanta, Ga, - 53

With Merrill Lynch Co.
(Special to THE FINANCIAL CHRONICLE)
HIGH POINT, N. C.—Louis L.
Moorman, Jr. is with Carolina Se-
curities - Corporation, - Security
Bank Building,
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Phila. Securilies
Association Field Day

- PHILADELPHIA, PA, — The
Annual Field Day of the Phila-
delphia Securities Association will
be held Friday, June 13, 1947,

William B. Ingersoll, of Stroud &
Co., President of the Association,
announced. The outing will be
held at the Llanerch Country Club,
Llanerch, Pa. .

BALTIMORE
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LOUISVILLE

Secretary Snyder Sees

pressure,

Evidence of Price Cuts

At press conference, Treasury head expresses concern about a de-
pression if price spiral continues upward. Says $200 million week-
ly retirement of Treasury bills is part of program to reduce credit

WASHINGTON, April 15—In his press conference today, Secre-
tary of the Treasury John W. Snyder replied to a number of ques-

tions about the commodity. price«
situation. He refused, however to
make public his statements on the
subject in the last Cabinet meet-
ing. Mr. Snyder said that he had
seen evidences of price reductions
by some of the large manufactur-
ing wholesalers,

In the event that industry does
not cooperate with -the 'Adminis~
tration in reducing prices, the
Secretary stated that he has in
mind no alternatives, as this is not
a matter for the Treasury to
handle.

Asked what the Treasury can do
by way of using 'its fiscal powers,
Snyder replied: “Well, -there are
the Treasury credit control oper-
ations: - Our $200,000,0000 weekly
retirement of bills is part of the
program to reduce the credit pres-
sure.” ) .

Asked what would be the effect
of relaxation at this time of Fed-
eral Reserve credit controls, Sny-
der said: “That would not be help-
ful at this time.”

PHILADELPHIA

Western Light & Telephone Co.
Bird & Son, Inc.
Eastern Corporation

Memos on Request

BUCKLEY BROTHERS
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GRINNELL CORP.

1946 Earnings reported by
Company total $5.68 per share.
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Conservative M

Excellent  Outlook for this leader in
building construction industry.

¢

|  BOENNING & CO.
1606 Walnut St., Philadelphia 3
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Private Phone to N.Y.C.
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Snyder refused comment on the
recent press statements of former
Under Secretary of the Treasury
John W, Hanes on budget policy,
nor would the Secretary reveal

surplus for this fiscal year,

Snyder denied knowing of any.
Egyptian-request for a loan from
this Government.

Nor would the Secretary give
any information in answer to a
question as to the amount of pub-
lic funds lost to GIs as a result of
the remittance racket (referred to
in last week’s “Chronicle,” Sec-
ond Section, p. 2).

Mr. Snyder favors relaxing
Regulation W only as goods come
into supply. Otherwise, -he - re-
gards its removal as an inflation-
ary step. Instalment buying is now
going up markedly, he added.
Asked whether he is concerned
about a depression this fall if the
price gpiral continues upward,
Snyder said: “I am increasingly
concerned about it as the high
prices and the large earnings con-
tinue.” Snyder prefers to use the
word “recession” rather than “de-
pression.”

Apart from bill retirements, the
Treasury has another instrument
for controlling prices. Snyder said
that on June 30 the reserve re-
quirements go back on war loan
depocits. “That tightens up
credit,” he observed.

There is no evidence the Sec-

tarding business, and so he is
against tax reduction now.

“Do you mean to say that it is
possible that you won’t go right

down the line?” Snyder replied:
“I made no such statement.”

When a reporter asked about

referred him to the Secretary
Agriculture.

The Treasury has no objection
to the flotation of the reported

said, adding: “Those matters are

know.”
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the presently expected ; budget},

retary sees thaf taxes are now re-|,

through and retire $200,000,000 a|.
week off the 12 outstanding issues |,
of bills; that it might not go right |’

the “paradoxical” policy of sup-|;
porting farm prices, Mr. Snydelﬁ
of |!

bond issue by Norway, Snyder|

cleared through the SEC you | §

Reforms

islation. Warns against playing
mends - moderation and “‘extrem

industry-wide bargaining.
At the.time I received the in

o

‘Moderation in Labor

Needed

By HON. IRVING M., IVES*

U. S. Senator From New York
After commenting briefly on foreign political situation and endors-
ing Truman’s program for aid to Greece and Turkey, Senate Labor - *
Committee. member discusses in detail proposed labor relations leg-

politics in this field and recom-
e caution” in new legislation.

Although citing closed shop abuses, Mr." Ives favors its retention
with restrictions. Advocates ending of secondary boycotts, includ-
* ing “cross-picketing, ‘and application of 0

n_of corréctive measures to

vitation to address the Economie

Club of New. York, I intended {o talk on subjects of a goverhmenta}

nature. and
dealirig ' with !
fundamentally
economic mat- -
‘ters. I intend-
.ed.to speak on
our tax struc--
‘ture in this'.
icountry, not
jalone’ ‘as it
pertains to the -
federal layer
of govern-
ment, but to
all the lower
layers, and to
consider the
interrelation-
ship . existing
among these layers”where prob-
lemg of taxation are concerned. I
feel very strongly that one of
tnese days—ana the sooner the
better—this matter of taxation

Irving M. lIves

4 must be adjusted on a more equi=

taple basis trom the standpoint of
the overall burden upon the peo-

4 ple of our country.- Otherwise the

wower layers of government may
find . themselves--in a -condition
where they will become incapable
of_ raising revenues or where,.if
they do.raise revenues, they will
be in effect confiscating:the prop-
erty of the private citizen,
Circumstances - in the meantime
have arisen which have caused me
to. change my plans in the selec-
tion of a subject for this evening.
These circumstances are not the
proposal now before the Congress
to provide aid to Greece and Tur~
(Continued on page 54)

#Address by Sentor Ives before
the Economic Club of New York,
City ,April 16 1247.

Work and More
Reduce

testing - our ability to act without
pulsion, and, in bringing about re

itaught very early in life that to h

Production Will
Prices

By EMIL SCHRAM*
President, New York Stock Exchange

"NYSE executive scores any program of scarcity or restriction of
output for purpose of spreading work or maintaining prices. Points
out need. for less bureaucracy and more local independence, and
ascribes our superior economic situation to capitalistic system as
contrasted with either Socialism er Communism. Says we are now

either political or economic com-
duced prices, all must cooperate,

including business, government, labor and farmer.
Coming from a family of very moderate circumstances I was:

ave I had to work and save. My

me to do
many things
with my
hands, being a
: very versatile
workman
himself, a
M German = im-
migrant. He
taught me the
joy of accom-
plishment, a
heritage * that
has meant
more to me
than wealth.
I never once
heard him say
that someone owed him or his
family security in their late un-
productive years. He adhered to
the philosophy that if he ever had
anything he would have to work
for it.

Emil Schram

father taught®

doesn’t it? But as we look back
over: the history of this great:
country, we find that it grew and ;
prospered. under an -entirely dif-.
ferent philosophy than that which)
exists today. True, the progress .
was not. always upward—some-
times it ‘was too fast and often
too slow—but as we look at the
charts today we find.it.-was con-,
stantly ' pressing forward to a;
higher standard of living, better:
health, better schools, better and
cheaper - automobiles * and im-
proved housing. But about 15.
years ago we suddenly decided.
that old things must give away to,
nejv. We apparently decided that
we had progressed about as far as:
(Continued on page 38)

“From .an address by Mr.‘
Schram at the Annual Dinner of
the Sons of Indiana, New York .

Sounds rather old-fashioned,

City, April 11, 1947.
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\E.arnings_,

Asserting never before in
modified by interest rates

-disparity between earnings and

have been discounted.

'

Column 2 gives the earnings on *

. Never before in peacetime since 1908 have stock
modified by changes in interest rates. The statistics on t
‘table. The last figure in column 6 tells the story.

and

By JOHN M. TEMPLETON

Stock

of 'Templeton, Dobbrow & Vance, Inc.

rices

peacetime since 1908 havgé stock prices heen so low in relation to earnings as
and expounds his statement by stafistical data. Says

» Mr. Templeton amplifies

stock prices may be corrected by decline in ea

rnings which may already

pribes' been so low as they are now in relation to earnings as
his' subject for the last 53 years are given in the accompanying

the stocks used by the Cowles
.Commission in  compiling the in-
dex of indus-
trial stock
prices up to
1938. The se-
ries has been
. filled out for
the years 1939
through - 1946
.by reference
to Standard &
Poor’s quar-
terly index of
earnings of
117 industrial
companies.
The estimate
for 1947 is
merely four
times the
earnings for the final quarter of
'1946. When actual earnings re-
ports are available for the first
quarter of 1947, it is probable that
an increase of 10% or more over
the final quarter of 1946 will be

John M. Templeton

" Col. 1 Col. 2 Col. 3

Low point of
Price Index
for the Year
(Cowles plus
Standard &
Poor’s)

19.6
16.8

18,6
21.1

303
27.0
33.0
314
22.0
22.9
33.2
38.7

- 242
26.1
36.7
39.7
311
404
37.2
35.3
35.2
57.2
44.6
47.7
53.5
43.3
40.6
49.5
54.2
57.7
69.8
81.5
94.6
119.7
1215
88.7
46.4
26.8
35.0
67.1
67.3
103.3
78.3
68.6
83.8
73.1
71.6
62.4
81.1
95.1
108.6
121.1
(a)1244

Earnings
Index
(Cowles plus
Standard &

Year— Poor’s) .

(2) 4-9-47. (b) 4-12-47,

Earnings-
Price Ratio

recorded, However, many econ-
omists are predicting that earn-
ings for the final quarter of 1947,
will be considerably 1less than

-earnings for the first quarter.

. Column 3 is the index of prices|

| | of 354 industrial stocks compiled|

by Standard & Poor’s:and by the!

.Cowles Commission. The earnings:

per dollar of market .price inj|
column 4 are found by dividing|
the’ figures in eolumn 2 by the
figures in column 3. Because only|
the low for the year is given in!
column 3, the figures in column 4
for the years 1895 through 1946
are much larger than they would:
be if compiled on the basis of the
average of the stock price index
for each year. This method was!
chosen in order to substantiate the
truth of the statement in the first
sentence of this article,

Column 6 results from dividing
the earnings per dollar of market
price at the year’s low in column 4

by the yield on high-grade bonds'

Col. 4 Col. 5 Col, 6
Earnings-

Price Ratio

Adjusted for. |

Bond Yield
Changes
(Col.’4 + Col. 5

2.52
1,61
.1:84
2,02
3.21
2.30
1.92
.3.92
2.99
2.09
2.80
3.59
4,58
2.06
2.66

High Grade
< - Bond Yields

4.76
471
440
4.36
420
449
438
4.34
452
4.49
4.28
4.38
472
476
- 451
4.60
458
4.60
478
475
4.83
473
4.99
547.
5.51
6.18 -
6.03
5.17
5.22
507
493
4.71
4.65
4.63
4.86
411
4.55
5.28
4.69
4.14
3.61
3.34
3.30
3.20
3.02.
2.92
2.84
2.85
2.81
278
2.67
2.60
253

11.8

ot Pt
=
(=]
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1.90
2.04
2.49
1.75
3.92
5.63
5.66
3.11
2.52
2.72
d.12
1.66

2.47
1.99
2.60
243
1.76
1.77
1.83
1.33
1.02
17
1.17
1.11
1.97
2.07
3.03
1.69
2.38
3.46
4.09
3.65
2.88
2.69
2.44
2.30
3.84

oy

Pt DD DD bt
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shown in column 5. The last fig-
ure . in column 6 is 3.84.  This is
larger. than the figures in that
column for the 52 earlier years,
except the years 1902, 1907, 1915,
1916, 1917 and 1941. The excep-
tions ‘since 1908 occurred during
major . wars. ~This means that
earnings are now very " high, or
stock prices are very low, or both.

The information in columns 7
through 10 is the same as the in-
formation in columns 2 through 6,
except that it is based on the com-
panies whose ‘shares are used in
the Dow-Jones industrial index
rather than the Cowles-Standard
& Poor’s index. Column 7 corre-
sponds to column 2; column 8 cor-
responds to column 3; and column
10 corresponds to column 6. No
compilation of earnings on stocks
in this index for years earlier than
1920 has ever been published.

The last figure in column 10 is
4.45. This tells an even more em-

phatic story than the lastfiguré

Col, 7

Earnings
. Index
(Dow-Jones
Industrial
- Average)

Col. 3

Low Point of
Price Index
(Dow-Jones

Industrial
Average)

|-,

246

Col.9

Earnings-
Price Ratio

in column 6. It is higher than any
other figure in the column, with-
out exception. This means that,
if full consideration is given to
changes in . interest rates, then
stock prices are lower now in re-
lation to earnings than ever be-
fore as far back as statistics are
available, If no consideration is
given to changes in interest rates,
it can still be said that the Dow-
Jones index of -industrial stock
prices is lower new in relation to
earnings than in any previous year
since 1925, lower even than the
lowest point reached by the price
index in each of those years.
Obviously investors think that
present earnings- are temporary.
At atime when no Treasury bonds
can be bought to yield more than
2.3%, it would not be beyond rea-
son that investors might pay $5Q0
for stock earning $23. Such is
not the case; Goodyear earned
$23 a share before contingency re-
serves last year and the market

Col. 10 Col. 11
Corporation
Profits us a

Percentage of

Nati nal
Income

Col. 9
&
- Col, b

price is only $52. This implies an
expectation in this case that fu-
ture earnings will be hardly more
than one-tenth the current rate. :
To give some clue on the extent
to which current earnings can be
considered ' abnormal, column 11
was added to the table. The fig-
ures in this column are found by
taking the earnings of all corpo-
rations filing income tax returng

.| and dividing by naticnal income.

The last two figures in the column
are estimates of course. The cur--
rent ratio of 9.6% is much greater
than the figures in the great de-
pression of the 1930’s. As an in--
dication of normal, it is fairer to
take the 19 years shown in the
table ending 1930. . Three  war
years are omitted because earn-:
ings were abnormally great at tha%
time, as shown in column 2. The
average. for the 19 years is 8.4%.
To reduce the current figure of-
9.6% to 8.4% would require a'
decrease of only 1235 %. This is.
an answer to those statisticians in:
the pay of labor.unions, who cry
out so loudly about the current:
The present disparity, betweeri;'
earnings. and stock prices. can bc-;
corrected by a decline in earnings. |
I think a decline in earnings willy
occur, Possibly the peak of earn-:
ings occurred in'the first quarter |
of 1947. The disparity can be cor-'
rected by a decline in. earnings,
by an increase in stock prices, ox
both. The evidence in the accom- .
panying table tends to the con- !
clusion that the right answer is:
“both.” ; ; 3
A ‘word of caution. This brief:
article concerns only one factor in’
the complex question of estimat-:
ing the future level of stock prices,
(Mistakes are often made by per-
sons who permit their thoughts to’
be dominated by. a single. facior.) :
This article ~is not intended to",
imply  that stock prices wiil ba
higher or lower next month oe:
next year; it is.intended only io
warn-that a greatidecline in cor-'
porate earnings ' is already dig-
counted in stock prices. o
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Public Utility Securiti_es

Atlantic City Electric
American Gas & Electric has been one of the better integrated

holding company systems, with only iwo outlying properties, Scran-~

1on Electric and Atlantic City Electric. The former was sold to the
public lsst year. On or about April 15 American will sell 522,416
shares of the outstanding 1,150,000 shares of Atlantic City and will
later distribute the remainder thx:ou_gh dividend distributions to. its

common stock holders.

Atlantic City Electric operates
in the southern one-third of New
Jersey, about half its revenues be-
ing derived in resort areas. Some
429, of the revenues are residen-
tial, 25% commercial, 18% indus-
trial and 15% miscellaneous and
wholesale.

While as the name implies At-
lantic .City is the principal city
served, there are 224 other com-
munities:in the. company’s terri-
. tory.’Industrial reveaues are ob-
tained largely* from  service to
large-scale farms and food proces-
sors (freezing and canning), glass
making, chemical ‘and related in-
dustries. Glass companies have
been attracted by the supply .of
glass sand. The company has an
important  tie-in with DuPont
through the Deepwater generating
plant in which both- companies
(through subsidiaries) have an in-
terest. :

The company’s capital strucure
is about 50% debt, 15% preferred
stock ‘and  35% ' common stock
equity.- There are about $18,000,-
000 3Y % mortgage bonds ‘due
1964, 55,000 shares of 4% .pre-|
ferred stock and 1,150,000 shares
of ‘common stock with a book
value  of $11.05 per share (par
$10). :

The electric plant account is
conservatively stated at original
cost and the small heating- plant
account at cost to the.company.
The depreciation reserve is about
29% of the plant account, which
- ratio is above average. Deprecia=-
tion charges last year amounted
to 12% .of .revenues ard’ mainte-
nance 7%, the total being 19%.

Average residential ' revenues
per kwh in 1946 were about 4c
and average usage about- 1,270
kwh. A rate reduction amounting
to about $376,000 went into effect
Dec. 1, 1946. Despite ihe increase
in earnings last year the ratio of
nct operating incomé to net plant
account (plus allowance for work-
ing capital) is estimated at 6.4%.
Rrsidential rates appear to be
so newhat lower than those of
Prblic Service Corp. of New Jer-
sev. though exact comparisons are
difficult : ;

. The Atlantic C'ty franchise does
'gnot expire until 2025, aad a num-~

v
ber of other franchises are per-

petual, The earliest franchise ex-
piration date is in 1960. ’
Atlantic City and other coast
resorts were affected during the
war by severe blackout or dim-
out ‘regulations, and resort busi-
ness was affected by other re-
strictions. However, the company’s
share earnings held up rather well
considering these difficulties, as
indicated by the ten.year record:

Year Earned . Paid

The indicated future dividend
rate is $1.20. .

While growth possibilities in
the resort areas may be somewhat
limited, there would seem to- be
good growth prospects in the in-
dustrial - areas served.. The new
$40,000.000 bridge which will con-
nect Wilmington and Deepwater,
New Jersey, is expected to open
up for development an area which
heretofore has been handicapped
by inadequate transportation fa-
cilities. : '

Atlantic Ci'y Electric’s plants
are relatively modern and effi-
cient. The Deepwater plant, in
which the company has a part in-
terest, is considered one of the
most efficient in the country, and
the important new  unit at the
Missouri Avenue station is of the
most modern type. Accordingly,
the company should benefit by
reduced operating costs.

With Herman, Hampton Co.

(Special to THE FINANCIAL CHRONICLE)
SALINAS, CALIF. — John A.
Carrick has become associated
with Herman, Hampton & Com-
pany, 341 Main Street. Mr. Car-

rick was previously with Living-
stone & Co.

Tradirg Markets in Common Stocks

Bates'Manufacturing Co.
Bausch & Lomb Optical Co.

*Crowell-Collier

Buckeye Steel Castings Co,  *Tennessee Gas & Transmission

*Praspzctus on Request -

Parve; Wassez, Jackson & Cugms
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COMING
EVENTS

In Investment Field

April 23, 1947 (St. Louis, Mo.)
Security Traders Club of St.
Louis—Annual Spring Party and
Baseball Confab at the Coronado
Hotel, with dinner at 7 p.m.

April 25, 1947 (New York, N. Y.)

New York Eleventh Annual Din-
ner at the Waldorf-Astoria.

May 2, 1947 (Pittsburgh, Pa.)

Pittsburgh' ' Securities ' Traders
Association First Annual Outing
at the Shannopin Country . Club,
Pittsburgh.

May 19-21, 1947 (Chicago, IIL.)

Illinois Bankeérs Association 56th
Annual Convention at the Palmer
House, ' - )

May 23, 1947 (Philadelphia, Pa.)
Bond Club. of Philadelphia An-
nual Field Day at the Philmont
Country Club, Philmont, Pa.

June 6, 1947 (New York)

Bond. Club of New York Field
Day outing at the Sleepy Hollow
Country Club, Scarborough, N.Y.

June 12, 1947 (Minneapolis - St.

Paul)
Twin City Bond Club -26th An-
nual Picnic: at the ‘White Bear
Yacht Club, to be preceded Wed-
nesday . night,, June 11, -with a
cocktail party at the Nicollet
Hotel, Minneapolis. \

June 13, 1947 (Boston, Mass.)
Municipal Bond Club. of Boston
Annual Outing.

June 13, 1947 (Cleveland, Ohio)
Cleveland Bond Club’s annual
spring pdrty and silver anniver-
sary celebration. ¢

June 13, 1947 (Philadelphia, Pa.)
Philadelphia Securities Associ-
ation Annual Field Day at Llan-
erch Country Club, Llanerch, Pa.

June 14, 1947 (Chicago, Il1.)
Bond Traders Club of Chicago
annual Field Day Party, Acacia
Country Club.

June 27, 1947 (Westfield, N. J.)
Bond Club of . New Jersey

Spring Field Day at the Echo Lake

Country Club, Westfield, N. J.

July 15, 1947 (Detroit, Mich.)
Security Traders Association of
Detroit & Michigan Annual Sum-
mer Golf Party, Orchard Lake
Country Club. Also a cocktail
party and buffet dinner on July
14 at the Savoyard Club, Detroit.

Aug. 10-14, 1947 (Boston, Mass.)

_National Security Traders Asso-
ciation annual convention.

Cleveland Bond Club to
Hold Spring Parly

CLEVELAND, OHIO — The
Cleveland Bond Club will hold its
annual spring party on June 13th.
The Club will celebrate its silver
anniversary this year. ‘

The organization will entertain
as its guests at the outing 50 cor-
porate “syndicate managers, -

With Merrill Lynch Firm

(Special to THE FINANCIAL CHRONICLE)
GREENSBORO, N. C.—Clarence

-

‘| C. : Riner, Jr.' is conected " with

Merrill Lynch, Pierce, Fenner &
Beane, 107 West Gaston’ Street,

| * McGovern in Clayton
1. CLAYTON, ' MO.— Francis J.

‘| McGovern is engaging i the se-

curities ‘business ‘from : offices-: at

Security Traders Association of |.

ered to the South Carolina Legis-

| in order to assure basis on which

tion of atomic control.
If this portrait could speak,

‘Longer Work Week Needed!
By BERNARD BARUCH* '

Prominent elder statesman urges more and harder work with
greater production as well as international and domestic harmony

world can renew itself physically

and spiritually.  Says we are in midst of “a cold war,” with enemies
looking to. unrest as heart of their success. Scores Russia’s rejec-

it would be saying what lies so

deeply in my heart—Home Again! Not from a foreign shore, for I

nearly - 70
years - amidst
that most
generous, tol-
erant, kindly,
patriotic
. people—in the;
* World’s Cap-~
ital— New
York City. -, ,.
» ‘But you:are
:my people.
This " is' ‘the
'land.: of | my
‘birth, - where
my forebears,
together ~with
. yours, - shared
hardships that were bitter “from
the earliest days down ‘through
the Lost Cause. They fought and
died for their principles with. a/
bravery never exceeded anywhere.
Defeated, we accepted ‘that de-'
feat. Although the victors- placed
unnecessary hardships upon us, we
rose from the ruins left by -Sher-
man, to a wider and widening
life—economically -and spiritually.
There was no friendly government.
to give a helping hand or-to lend

Bernard M. Baruch

#“Speech by Mr, Baruch kdel‘iv-

lature on the unveiling of his
portrait at the - State Capitol,

have lived for®

Columbia,’S. C.,"April 16, 1947.

us money. The Scallywags and
Carget,baggers saw. to that. But
nothing could conquer the spirit °
of our people.. As we did then,
we -can.do-again: I believe the
American people will rise to the
responsibilities and dangers which
face 'us now.

And this thought  is' true of
other nations, too.’ ‘England‘and
the ‘English people are f#iot - fin-
ished. A nation’ which stood
magnificently the ‘dreadful -trials
of war 'will not quail at what is
necessary to be done in its after—
math.  The vast .opportunities of-
fered to Britain by the elimina-
tion of the sweated labor of Ger-
many and Japan will be grasped
by her to-make -the world an
easier place in which to live. -

From the time man appeared
from the obscurity of earlier aeons
to become the commanding: fig-
uré - among living - things, his
existence depended upon his abil-
ity to.adapt natural laws—whether
they. be physical.or economic—to
his wuse.. That is still ‘the primal
problem: of -our world—to. prevail
against animals and insects; star—
vation, -disease; - weather — and
above all—his rown incredible
folly—war. -Many advances have
been made in science, but little
headway in.controlling economic

(Continued on page 48)

20% to 30%.

‘Hanes Sees $3 to $4
Billion Current Surplus

.Under-Secretary -of Treasury during Roosevelt regime writes Milli-
kin, Chairman of Senate Finance Committee, taxes could be cut

John W. Hanes, Under-Secretary of the Treasury in the Roose-
velt Administration, and now Chairman of the Board of Trustees

of the tax
Foundation of
New York
City, in a let-
ter dated
April 7 to Sean.
Eugene D.
Millikin,
Chairman of
the Senate Fi-
nance Com-
mittee, pre-
dicted - that
the Treasury
will have next
June 30, a sur-
plus of from
$3 to $4 bil-
lion, and that ]
in' the coming fiscal year, under
present tax rates; and with a $4.5
billion cut in expenditures, there
would be a surplus of $9.5 billions.
Accordingly, Mr, Hanes held that
it is feasible and practical to effect
the - proposed 20% to 30% cut in
income tax- rates and simultane-
ously reduce the national debt.

The text of Mr. Hanes’ letter
follows:

Dear Senator Millikin:

I am addressing this letter
jointly to you as Chairman of the
Senate Finance' Committee and to
Senator George as: the senior mi-
nority member, because of the
leadership and influence that you
exercise in' your respective parties
in questions of national finance.-

New facts have recently come to
light ‘which I believe show that
substantial | debt .reduction. and
substantial tax relief are not in-
compatible. - It is possible to have
both.; The most. important. new
fact is ‘that the Treasury, for the

John W. Hanes

probably from $3 billion to $4 bil-
lion—instead of the deficit of $2.3
billion that was forecast in the
Executive Budget published in
January. This is because receipts
are running larger, and expendi-
tures smaller, than estimated.
Receipts from individual income
taxes are exceeding estimates be-
cause taxable incomes have in-
creased. As recently as last Sep-
tember income payments to indi-
viduals, according to the Depart-
ment of Commerce, were at the
annual rate of $166 billion, The
latest figure, for January, was $176
pillion. Such an increase in in-
come requires more people to pay
taxes and lifts those who already
pay into higher brackets.

During March the increase in
individual income taxes and other
receipts almost offset the loss of
corporation excess profits taxes,
and the.month’s total revenues.at
$5.7 billion nearly equalled last
year’s figures. With this evidence
pefore us, -and knowing.: that
monthly receipts from withholding
and excise taxes will be substan-
tially. larger than last year, we
may- confidently predict that rev-
enues in the final quarter of’the
fiscal year will run much ahead .
of the January estimates,

At the same time, expenditures
are responding to the widespread:
pressure’ exercised  by- -Congress
and organs of public opinion for
an end of waste and extravagance
in government. From Jan. 1 fo
date they are 10% below a year
ago, whereas the'January -budget
estimated a decline. of only. 6%.
The Executive Budget anticipated .
expenditures - of. $24- billion .from

fiscal year ‘ending:June 30,-1947;

I willhave a-substantial surplus—

L == (Continued on page 38) .. ...
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Bonds of ‘ ;World- Bank

By E. FLEETWOOD DUNSTANX -

; : Director of Marketing, .
International Bank for Reconstruction and Development

Holding U. S. is principal source of funds for nations to resume
peacetime productivity, World Bank official asserts his institution
is ready for the job. Says Bank’s present $725 millions cash
capital is not likely to be soon increased and therefore it will be
required to issue its obligations. Points out factors of safety in
Bank’s bonds and divalges eight countries have notified intention

to obtain loans.

It is a privilege énd a pleasure to be here today to discuss with
you some of the more important aspects of the International ‘Bank.

This is doubly®

s0, since there
have been
many miscon-
‘ceptions’ about
the Bank' and

- before it can,

hope to play
itscontem-

¢ plated ‘part in
 fostering
world eco-
nomic recov-
ery it must re-
ceive enthusi-
astic support
— particularly
E.Fleetwood Dunstan in this coun-

ry.

I know of no audience we could
address which means more to the
future of its operations than this
one. In the last analysis, it is
what the bankers and institutional
investors .of this country think
about the Bank and how they re-
act to it, that will largely deter-
mine its usefulness. But let me
make clear at the outset that in
forming your opinion of our insti-
tution, its functions and poten-
tialities, we expect—and prefer—
that you will be hard-boiled.

For the time being, we are go-
ing to assume that you are all
from Missouri. You are going to
turn the cold calculating eye of

the banker as he is pictured—not
as he is—on the International
Bank and you are going to be
cruelly searching in your analy-
sis. The first question you must
necessarily ask:' yourselves. is: Is
there a need for such a Bank?

Well, let’s take a look!

The indescribable destruction of
global war is all too obvious to all
of us. Among the great pre-war
industrial nations, Germany and
Japan lie prostrate. For the time
being, at least, they have little or
nothing to contribute toward the
rebuilding of the world. From
the standpoint of industrial pro-
duction they may be liabilities
rather than assets.

Much of industrial France lies
in ruins. Many: of her factories
must be rebuilt and re-equipped
before she can make an appreci-
able contribution to the world’s
imperative needs. Our allies, the
British. are making a noble strug-
gle against terrific odds to get
into production and resume pre-
war -status. = Switzerland, which

(Continued on page 41)

#* An address by Mr. Dunstan
before .= the Executive 'Council
Meeting of the American Bank-
ers Association, French Lick
Springs, Ind., April 14, 1947,

Our D(;mestic

Economy and

Foreign Affairs

By HON. WILLARD L. THORP*
Assistant Secretary of State for Economic Affairs

State Department’s ranking economist maintains our dependence
o foreign supplies, accentuated by wartime demands on our natural
resources, is increasing. Emphasizing foreign nations’ political
instability and need for liquid financial resources, Mr. Thorp holds
strengthening of our demestic economy largely depends on effective-
ness of economically stabilizing rest of world,

It is worthy of some note that the Congress of the United States |

~ has spent more-time and energy on foreign affairs since it assembled

three. months

© ago than .on
* domestic mat-
- ters. "The
“Congres-
- sional Record”
- is full of
speeches on
-.this or that
phase of for-
-eign relations.
The humani-
- tarian angle
. .appears in re-
. lief and refu-
geelegislation;
the economic
angle in sugar
- and rubber
legislation, and in the extension of
. the war powers for export and
import controls; the political
- angle in-the four peace -treaties
now before the. Senate; the secu-
rity angle in the discussions of the
atom bomb. And there are trian-
gular or multi-angular items such
as the Greek and Turkish pro-

Willard L. Thorp

the rest of the world. We seldom
realize that fact, any more than
New Yorkers think" about their
dependence on New England or
California, - but ' the - world - has
grown smaller and smaller and
the economic independence of any
individual or area has grown less
and less. Today, the best word to
describe thig situation is not inde-

(Continued on page 36)

*An address.by Mr. Thorp be-
fore .the Economic Club of New
York, April 16, 1947,

Syria, Lebanon Join
Fund and World Bank

"On April 11, Dr, -Costi. K.
Zurayk, Minister of Syria, on be-
half of the Government of Syria,
sigried the "Articles ‘of Agreement
of - the ' International -- Monetary
Fund and the International Bank
for Reconstruction and Develop-
ment.

Syria’s’ application for admis-
sion to'membership was approved
at the first annual meeting of the
Board of Governors of the Inter-
national Monetary Fund in Wash-
ington in October, 1946, . Syria’s
quota in the International Mone-
tary Fund is.$6,500,000, and its
subscription.to the capital stock of
the Interhational Bank for Recon-
struction and Development is 65
shares of a par,value of $6,500,000.

The signing of the -Articles ' of
Agreement by Syria brings the to-
tal of countries having member-
ship in the [International Mone-
tary Fund and- the International
Bank for Reconstruction and De-
velopment to 43. :

. Lebanon, whose application for
membership was-approved at the
same time, has until April 15,
1947, to sign the Articles of Agree-
ment,

In line with Syria’s action, it
was announced on April 14 that
Lebanon also  joined the Inter-
national: Monetary  Fund and
the World -Bank when Minister
Dr. Charles Malik signed the- ar-
ticles of the agreement. Lebanon’s
quotfa  in the bank will be 45
shares valued ‘at $4,500,000 and
an . equal  subscription in. the
monetary fund.

The application for member-
ship of Lebanon, together with
Turkey, Italy and Syria, was ap-
proved at the First Annual Meet-
ing of the Boards of Governors
in October, 1946. b

el i

World Bank Issues Now
Eligible for NY Ins. Cos.

Governor Thomas E. Dewey on
April 11 signed a bill to amend
section 81 of the New York State
Insurance Law, to permit all in-
surance companies to purchase
securities’ of the Intemational
Bank for Reconstruction and De-
velopment. Holdings are limited
to 5% of the admitted assets of
the respective companies.

Gerahty Director
James D. Gerahty, Vice Presi-
dent of the First Colony Corpora-
tion, has been elected to the
Board of Directors of the Dumont
Electric Corporation,

Wineman, Weiss to Admit
Wineman, Weiss & Co., 40
Wall Street, New York City,. will
admit Paul Fischer to partner-
ship in the firm on May 1st.

John Galbraith & Co. Adds
§ (Spp;:lal to Tug F{}{ANCIM, CHRONICLE)
SALEM, OREG. — Charles’ A:

Goodwin is with John Galbraith

& Co., Pioneer Building.

We are pleased to announcé that

the following have become associated with us.

MR. FRANK J. McCALL

(Formerly with J,

F. Reilly & Co,)

Federal Reserve of N.-Y. Defends Margin and
- . Consumer Credit Conirols

In Annual Report for 1946, submitted to member institutions by
Allan Sproul, it is stated inflationary pressures required steps be
taken during year to tighten -credit controls such as restrictions on
margin trading and consumers credit. Cites substantial rise in

“volume of consumer credit despite restrictions.

.. The 1946 Annual Report of the Federal Reserve Bank of New
York, submitted to' member institutions an April 16 by Ailan Sproul,

President %

of the Bank
reviews t h e
selective
credit controls
instituted - or
maintained
during the
year and de-
fends such ac-
tions as a
means..  of,
curbing infla-
tionary pres-
sures.
According
to the report: :
In view of Allan Sproul
ary . pressures which, prevailed
during most of .the year, further
steps were taken in the direction
of tightening the selective credit
controls available to the System—
the regulation of security margins
and the regulation of consumer
credit.. Effective Jan. 21, 1946,
the Board of Governors of the
Federal Reserve System, by
amendments to Regulations T and
U, raised margin requirements for
trading in securities listed on na-
tional securities exchanges from
75% to 100%. This ‘change had
the effect " of prohibiting new
loans on listed securities (for the
purpose of trading in such securi-
ties) by either security brokers
or banks, except in certain spe-
cified circumstances, In order to
assist - stockholders who' receive
rights to subscribe to securities,
the Board amended - Regulations
T and U, effective Dec, 1, 1946,
by permitting loans to be made to
finance the purchase of securities

by ‘stockholders -exercising: sub~
scription rights. For this purpose
registered securities were given a
loan value of 50%. Subsequently,

(following the dampening of spec-

ulative activity .in the security
markets in the latter part of 1946
and the.. consequently reduced
threat of substantial credit expan-
sion to finance such speculation,
the Board announced a restoration
of 'the gerieral margin require-

ment to 75%, effective Feb, ‘I, i

1947. .1t ‘should be  remembered
that these restraints apply only to
the use of stock exchange col-
lateral for loans to-finance secur-
ity trading, and not to the use: of
such' collateral for ‘business bor-
rowing. In the existing circum-
stances, it is questionable whether
more liberal use of exedit.to fix
nance security trading. would be
beneficial 'to the economy ,unless
there is evidence that it is needed
to - facilitate - the ‘flotation -of : se~
curities to provide funds required
for ' productive purposes. L

Despite the rising ‘volume : of
industrial production - during the
year, demands for many classes of

consumers’ goods continued to ex~ -

ceed supply, with consequent up-
ward pressure on prices through
most of the year. In these circum-
stances, the Board of Governors
of the Federal Reserve System
continued Regulation W (Con-~
sumer: Credit Regulation) . in ef-
fect, ' with few changes, - until
December.  In fact, if tightened
the Regulation somewhat, in Sep~
tember, by raising from $1,500
to $2,000, -the maximum -size - of
. (Continued on page 47)

United Kingdom 4%, 1960-90
Rhodésian{ Selection Trust

Gaumont-British
Scophony, Ltd.

British Securities Dept.

GoopBODY & Co.

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

115 BROADWAY
Telephone BArclay 7-0100

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

governmental ‘units.
reorganization of existing

public relations,

Consultants on Municipal Finance
A Constructive Service to Manicipalities -

As Consultants on Municipal Finance we render a con-
structive planning service for Cities, States and other
This service includes experienced
assistance in development of plans for new financing,

the financing of self-liquidating projects, and finaneial
WE DO NOT BUY CR SELL

debt structures, planning

SECURITIES.: We are pleased to cooperate with finan-
cial institutions and investment houses.

MR. HAROLD S. McGAY

(Formerly with G, L. Ohrstrom & Co.)

SCHWAMM & CO.

50 Broadway, New York 4, N. Y. '
Hanover 2-0200

grams, temporary adjustments in

immigration quotas, and the for-

eign information program. There

is no sense in speaking today of

isolation. It never did exist, and
--it never can.

Wainwright, Ramsey & Lancaster

70 Pine Street New York 5, N. Y.
Telephone WHitehall 4-3540

Economic. Interdependence

This is very clearly the case in
1he economic field. Our economic
 dife_is thoroughly entangled with!]:

Bell Teletype NY 1-2474

Joitized for FRASER
tpy//fraser.stlouisfed.org/




_THE COMMERCIAL & FINANCIAL CHRONICLE

. Thursday, April 17, 1947

" 10 (2066)

Dealer-Broker Investment
. Recommendations and Literature |

It is understood that the firms mentioned will be plegsed
to send interested parties the following literature:

- Advantages of Listing Securities
— Descriptive pamphlet — Detroit
Stock Exchange, Penobscot Build-
ing, Detroit 26, Mich.

Comparison and Analysis 1st
Quarter 1947 of 19 New York City
Bank Stocks—Laird, Bissell &
Meeds, 120 Broadway, New York
5, N. Y.

Fire & Casualty Insurance/

Stocks—Earnings - comparison for
1946—Laird, Bissell & Meeds, 120
Broadway, New York 5, N. Y.

" Nebraska ' Municipal = Subdivi-
sions—Statistical information for
1946-1947 — Wachob-Bender Cor-/

Burgess Battery Co. Com.
Chgo. Auro. & Elgin Ry. Units
#Franklin County Coal Corp.
Ft. Wayne Corrugated Paper
Holeproof Hosiery Co.
Howard - Indusiries, Inc.
#*Hydraulic Press Mfg. Co.
Kropp Forge Co. Com.
*Long-Bell Lumber Company
“ #Miller Manufacturing Co.
0il Exploration Co. Com.
*0ld Ben Coal Corporation
Trailmobile Company

s Detailed analysis available
. Oon request

COMSTOCK & Co.
CHICAGO 4 .

231 So. La Salle St..  Dearborn 1501
Teletype CG 955 ;

A Detailed Analysis of

Ft. Wayne Corrugated
Paper-Co.

Common Stock

Available on Request

DAVID A, NOYES & COMPANY

Members New York Stock Exchange

208 SOUTH LA SALLE STREET
CHICAGO 4, ILLINOIS

Tele. CG 730 Tel.: State 0400

Colorado Milling & Eleyv., Com,
*National Tank Co., Com.
Central Steel & Wire Co.,

Common
*Seismograph Service Corp.,Com,

®Prospectus ' Available on Request,

Pacil H.Davis & Go.

Established 1916
Members Principal  Stock Exchanges
Chicago Board of Trade !
10 So, La Salle St., Chicago 3
Tel. Franklin 8622 Teletype CG 405
Indianapolis, Ind. = Rockford, Ill.
3 éhvela-d, Ohio :

SINCE 1908 EENNNENNG

Faeo. W. FaikwAN Co.

Central Public
Utility
514’s of 52 '
Recent Review on Request

208 SOUTH LA SALLE ST.
CHICAGO 4, ILLINOIS
Telephone Randolph 4068
Direct Private Wire to New York
Bell 8ystem CG 837

Omaha 2, Neb.

Railroad Cempany Bond Pur-
chases and Retirements 1941-1946
—Study covering thirty-six lead-
ing railroads—Analysis also esti-
mates 1947 fixed charges and pér-
centage reduction in such charges
from 1940—R, W. Pressprich &
Co., 68 William Street, New York

Railroad Developments of the
Week—Summary—Vilas & Hickey,
49 Wall Street, New, York 5, N. Y.

Thoughts on the Current Pessi-
mism—Booklet—Bennett & Pal-
mer, 165 Broadway, New York 6,
N.Y, .

American Export Lines, Inc.—
Memorandum—=Stanley Heller &
Co., 30 Pine Street, New York 3,
N. Y.

Aspinook Corporanon—Circular
—Ward - & Co., 120 Broadway,
New York 5, N, Y,

Also available are memoranda
on W. L. Douglas Shoe Co.; Hart-
ford Empire; Lanova Corp.; Mo-
hawk Rubber; and Taylor Whart-
on Iron & Steel; Purolator Prod-
ucts; Upson Corp.; Alabama Mills;
Pfaudler, Corp.; United ~Artists;
Vacuum Concrete; Barcala Mfg,

Bassett Furniture Industries,
Inc.—Memorandum ~— Scott, Hor-
ner & Mason, Inc., Law Building,
Liynchburg, Va. "

Boston & Maine Railroad —
Circular — Walter J. Connolly &
Co., 24 Federal Street, Boston 10,
Mass. | .

Central of Georgia Railroad—
Brochure discussing the reorgan-
ization of the road—Varnedoe,
Chisholm & Co., Inc., Savannah
Bank and Trust Co. Building, Sa-
vannah, Ga.

Central Public Utility 5%s of
5% and Consolidated Electric and
Gas $6 Preferred—Recent review
—Fred, ‘W, Fairman & Co., 208
South La Salle Street, Chicago 4,
111.

Coeur d’Alene Mines Corpora-
tion—Memorandum—R. E. Nelson
& Co.; Hyde Building, Spokane 8,
Wash.

Also available are maps of the
Metaline Mining District,. and the
Coeur d’Alene Mining District.

Consolidated Dearborn Corp.—
Circular — Seligman, Lubetkin &
Co., Inc., 41 Broad Street, New
York ‘4, N. Y. ; i

Also available is a circular on
Foundation Company.

poration, 210-12 South 17th Street, |

|ery 4, Ala,

L. ‘A. Darling Co.—Descriptive
brochure - .and - annual - ‘report—
Moreland. & Co., Penobiscot Build-
ing, Detroit 26, Mich. - 5

Electric Power &. Light Corpo-
ration — Review of situation —
Kalb, Voorhis' & Co., 15 Broad
Street, New York 5, N. Y. 1§

Fort Wayne Corrugated ‘Pap:er
Company — Detailed = anzlysis —
David A. Noyes & Company, 208

111, .
Franklin County Coal Corp.—
Detailed. analysis — Comstock &
Co., 231 South La Salle Street,
Chicago-4, Tl
Also available -are analyses ¢i
Iiydraulic Press Mfg. Co., Lont
Bell Lumber Co., Miller Manufac-
turing Cs., and O!d Ben Ccal Cor-
poration. !

=: f

Gencral Portland Cement Com-
pany—Circular—Greenfield, Lax
& Co.. Ine., 40 Exchange" Place,
New York 5, N. Y.

Hotels Statler Co., Inc.—Memo-
randum—Shaskan & Co., 40 Ex-
change Place; New York 5, N. Y

Hydraulic Press Manufacturing
Co.—Detailed Analysis-—Comstock
& Co., 231 South La Salle Street,
Chicago 4, 111, |

Also available are analyses of
Long Bell . Lumber Co., and
Miller Manufacturing Co,
International Detrola ,Corp--.L-
Memcrandum—Buckley Brothers,
1420 Walnut Street, Philadelphia 2,
Pa.

Also .available are memoranda
on Bird & Son, Ine. and Bruen
Watch Co.

James Manufacturing Cempany
— Descriptive . memorandum —
Also available is a study of Wis-
consin Powey & Light Company—
Loewi & Co., 225 Fast Mason
Street; Milwaukee 2, Wis. !

A !
- Kingwood 0il Co.—Analysis—
Peter Morgan & Co.. 31 Nassau
Street, New York 5, N. Y,

Leland Electric Company —
Memorandum and descriptive
folder—Bennett, Spanier & Co..
Jne., 105 South La Salle Street,
Chicago 3, IIL i

Lime Cola Co.—Late data—
Thornton, Mohr & Co., First Na-
tional Bank Building, Montgom-

Lukens Steel Company—Memo-
randum—Otto Fuerst & Co., 47
William Street, New York 5, N. Y.

Monroe Auto Equipment—Cir-
cular—Troster, - Currie & ~Sum-
mers, 74-Trinity Place, New ‘York
6, N, Y. ‘

National . Can. . Corporation -—
Memorandum—A. M. Kidder &

Co.. 1 Wall Street, New York 5,
N. Y.

Boston

Chicago New York

“PUBLIC UTILITY COMMON STOCKS

*Black Hills Power & Light Company
Central Arizona Light & Power Company
Central Illinois Electric & Gas Company

Gulf Public Service Company
Indiana Gas & Water Company
*Jowa Public Service Company - - -
Lake Superior District Power Company
Michigan Public Service Company
Missouri Utilities Company =~
Public Service Co. of Indiana, Inc.

*Sioux City Gas & Electric Company

*Southwestern Public Service Company
Texas Public Service Company
*Tucson Gas Electrie Light & Power Company
West Virginia Water Service Company

BOUGHT — SOLD — QUOTED
< ¥Prospectus Available -

- ACALLYNswCOMPANY

Incorporated
Milwaukee'

Minneapolis

s bd b Ag g dd Fdosd

P T (% . B M A

" Omaha

CENrEE T

South La Salle Street, Chicago 4. |.

| be adequately  protected.

New England Gas & Electric
Association—Analysis—New' York
Hanseatic Corporation, 120
Broadway, New York 5, N. Y.~

‘New England Public Service Co.
—Analysis—Ira Haupt & Co., 111
Broadway, New York 6, N. Y.

.. Prentiss-Wapes Preducts Co.—
New eznalysis—Adams & Co., 231
South La Salle S.reet, Chicago 4,
111,

Publie :National Bank & Trus
‘Co.—First quarfer aralysis—C. E
Unterberg & Cu., 6l Bioadway.
‘New York.6, N.-¥Y.

Also available is an  offering
circular on Stern & Stern Textiles,
Ine.

Ralsten Steel. Car Co.—Up-to-
date Circular—Lerner & Co., 10
Post - Office 'Square,  Boston 9,
Mass.

‘Rockwell Manufacturing Co.—
Analysis — Steiner, Rouse & Co.
25 Broad Street, New York 4
N. Y.

Standard-’l‘homson Corporation

pany, 40 Excpange‘”\l?la'cé,‘ New

York'5, N. Y,

Terra-Lilé — Circular—Caswel
& Co., 120 Sauth La Salle Street,
Chicago3, I11. i

Utica & Mohawk Cotton Mills,
Ine, — Circular — Mohawk Val=
ley Investing Co., Inc., 238 Gen-
esee Street, Utica 2, N, ¥.

Visking Corp.—Memorandum-—
Jacobs & Low, 61 Broadway, New
York 6, N. Y.

Western Light & Telephone Co.
—Memorandum—Buckley ‘Broth-
ers, 1420 Walnut Street, Philadel«
phia 2, Pa. '

Also available are memoranda
on Bird & Son, Inc. and Eastern
Corporation, TN .

R. C. Williams & Co., In¢c.—
Memorandum—Bonner & Bonner,
%\?ci’{ 120 Broadway, New York 5,

Werumbo Manufacturing Co.—
Circular—B. S. Lichtenstein & &

—Memorandum—Toppell & Com-

Co., 99 Wall Street, New York 5,
N. Y. ¢

Cudahy Packing to
- Try Competitive Bids

Will seek offers from investment groups on $15,000,000 of refund-
ing bonds. Halsey, Stuart & Co., underwriter of former issues;
reported fo be forming syndicate to make a bid. First instance
of voluntary competitive bidding for industrials not under reorgani-
zation or Alien Property Custodian. )

. The Cudahy Packing Co., Inc, is seeking bids from competing
investment houses for a contemplated new issue of $15,660,000

is stated that this departure from |
private nhegotiation is made at the
instance of Halsey, Stuart & Co.,
the investment bankers who pre-
viously marketed the Cudahy
issues, particularly the last issue
of -$14 million of the Company’s
3% bonds, which it is proposed to
refund. The participants in the
syndicate that marketed the new
issue in April 1944 were: Halsey,
Stuart & Co., - Inc,, Goldman
Sachs & Co., Central Republic Co.,
Ladenburg, Thalmann & Co,, F. S.
Moselev & Co., A. G. Becker &
Co., Hallgarten & Co., Shields &
Co., Blair & Co.. Inc,, Paine, Web-
ber, Jackson & Curtis and William
Blair & Co.

The firm of Halsey, Stuart is
said to be forming a syndicate to
bid for the new bonds, but as yet
no other. concerns have given defi-
nite indication of -entering com-
petitive bids. 3

Although offering ~at public
competitive sale has become the
order of (the day in the fi-
naneing of -state, municipal, pub-
lie utility and railroad capital re-
quirements, this announcement
marks thé tirst time that the man-
agement ~of "a large industrial
company has elected to issue new
securities at competitive bidding.

In commenting upon the com-
pany’s decision to offer.the new
mortgage bond issue. at competi-
five sale,” E. A. Cudahy, Chair-
man, issued - the following 'state-
ment: Iyt i

“Officers of the company have
followed with interest the com-
petitive sale of state, municipal,
public_utility: and railroad issues
and have been very favorably im-
pressed with the results obtained.
We ‘have. noted 'widespread feei-
ing on the part of public and
quasi-public . bodies that only
through competitive bidding can
assurance of a fair market ap-
praisal be obtained and the inter-
ests of taxpayers and consum;gs
though .we as meat packers are
not-subject to the same consider-
ations - affecting ' municipalities,
utilities and railfoads, we fcel a
sense of responsibility to our stock-
holders, employees and customers,
which - requires ‘that we arrange

24-year Refunding Bonds and it

tageous terms available -to us.
We believe that the cost of money
is just as much a cost of doing
pusiness as are any of our admin-
istrative or operating expenses.:
In view of the long-term improve-
ment which has characterized the
company’s operations and credit
position and the seasoned nature
of a Cudahy FPacking Co. obliga=
tion, we feel justified in assum-
ing that this new offering will re-
ceive general investment accept-
ance and will attract.bids by rep=-
resentative underwriting institu-
tions, If these expectations are
realized, this financing will be-”
subjected to the broadest possible
range of informed investment ap-
praisal, and we can be -assured
that the company will obtain these
funds on the most advantageous
terms which the market atfords.”
The Cudahy Company contem-
plates that the bonds will be pub-
licly offered early in May.
According to the New York
“Times,” the Cudahy request for
bids; while the first major indus-
trial issue- posted- for competitive
sale at the initiative of the issu-
ing company, does not mark: the
first time that industrial seeuri- .
ties have been awarded to under-

writers at  competitive sale. 'In
such cases, however, the initiative
and responsibility were vested
temporarily in a public authority.
Examples were the recent com-
petitive sales of enemy-owned se=
curities by the ‘Alien Property
Custodian. Another notable .in-
stance was the competitive sale in ¢
1941 of $13,700,000 'of debentures °
and 56,000 shares of $100 par
value preferred stock of the !
McKesson & - Robbins Company
at the direction’ of a reorganiza~ |
tion trustee responsible to the
court, i !

With Vance, SanderS & Co. .

(Special to THE FINANCIAL CHRONICLE)

BOSTON, MASS.— Nelson S. !

have been added to the staff of

‘our financing on the most advan-

Vance, Sanders & Co., 111 Devon~ -
shirefStrect, €L v v AL F

Burbank and Alfred D. G. Fuller ~

gitized for FRASER
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BOND TRADERS CLUB OF CHICAGO

President Lawrence Marr, of
-announced that the Bond

Traders Club of Chicago will

| en——————. |

E. H. Rollins & Sons., Inc., has,
hold their|

annual Field Day Party on Saturday, June 14, 1947 at the Acacia

Country Club, just west of Chicago.
This Party will include all da

y- golf, horseshoes, vbase‘ball,llunch

and dinner. = Guests will be welcome,
SECURITY TRADERS CLUE OF ST. LOUIS

+ . The Security Traders Club of

Party to be held

St. Louis has announced a Spring

at the Coronado Hotel on April 23,

TITTSBURGII SECURITIES TRADERS ASSOCIATION
The Pittsburgh Securities Traders Association will hold. its first

Annual Outing on May 2 at the

Robert McConnaughey

‘will be speaker.
Shares are available at

is a $500 radio-phonograph; second

Shannopin Country Club. = Hon.

of the Securities and Exchange Commission

$1.00 par in the grand drawing; first prize
price, $200 U. S. Savings Bonds; |

third price $160 U, S. Savings Bonds; and fourth prize, case of Old

Overholt. Other prizes will also b

Outing tickets may be

is in charge of the

Deane & Scribner, is in charge of

free to members; guests $7.00 each.
The Pittsburgh Securities Traders Association

members.
TWIN CITY BOND CLUB

e awarded. 3
purchased through Wilbur E. Johnson,
Johnson & Johnson; George E. Lestrange, Moore,
grand drawing shares;

Frank Ponicall, Singer,
hotel reservat{ons. . The outing is

has over 140

The 26th Annual Twin City Bond Club Picnic will be héld on
Thursday, June 12, at the White Bear Yacht Club. Bernard ‘B: Knopp,

First National Bank of
Committee.

St. Paul, is General Chairman of the Picnic

el
The following committees have been chosen to assist in the picnic

arrangements:

* Yacht Club: Charles C. Cook,

Abbott, J. M. Dain & Co.; and
& Co.

Beane.

Greenman & Cook, Inc.; Lael R.

Charles W. Goodrich, Harold E. Wood
Prize Drawing: Fred S. Goth, Merrill Lynch, Pierce Fenner &

Cocktail Party: Kermit B. Sorum, - Allison-Williams Co., and

Douglas M. Warner, Paine,

Webber, Jackson & Curtis.

Collection for Prizes: James P. Arms, J. P. Arms; Inc.

. Invitations:

Rollin G. Andrews, J. M. Dain & Co.; Robert L.

John, Woodard-Elwood Co.; and Bert A. Turner, Kalman & Co., Inc.

Golf: Lawrence Shaughnessy,

Park-Shaughnessy & “Co, and

Malcolm M. ‘Aldrich, The Central Republic Company.

: Tennis: C.. M. Webster,
Charles A. Fuller & Co.

J. M. Dain & Co. and Joseph E. Masek,

" Transportation: Carl J. Kall, First National Bank, Minneapolis;

Harry W. Starn, Kalman & Co.,
Ashmun Co.

SECURITY TRADERS ASSOCIATION OF NEW"YORK, INC, o
gualifying ‘for the STANY 'Golf Team ‘and

"Golfers interested in

Inc.; and William J. Lau, C.-S!

‘have -a.handicap: of 12. or less, should-get+in ‘touch' with Stanléy

Roggenbyrg, Roggenburg.& Company,

29 Broadway, WH 3-3840."

SECURITY TRADERS ASSOCIATION: OF NEW YORK -

Leslie Barbier,
ments Committee,

G. A. Saxton & Co., Chairman of the Arrange-
announces that over 1,500 members and guests

will attend the 11th Annual Dinner of the Security Traders Associa-

tion of New York,

Inc., to be held at the Waldorf-Astoria, New York,

N. Y,, Friday evening, April 25, 1947,

This includes representation
Canada. Some of the guests and
U. S. House of Representatives;

Commission; Attorney General of State

from all -over the country and
the organizations are as follows:’
U. S. Securities and ‘Exchange
of New York; New York

Stock Exchange; New York Curb Exchange; National Security

Traders_Association, Inc.,, and Presidents of .its

National Association of Securities

Dealers Association; Corporation Bond

various  affiliates;
Dealers, Inc.; New York Security
Traders Club of New York;

Association of Customers Brokers; Association of Stock Exchange
Firms; Toronto Bond Traders Association; Montreal Bond Traders
Association, and members of the press.

Michael J. Heaney, Jos. McManus & Co., President, will preside.

SECURITY TRADERS CLUB OF ST. LOUIS '

The Security Traders Club of St. Louis will hold its annual
Spring Party and Baseball Confab at the: Coronado Hotel, April 23,

with dinner at 7 p.m.

Dizzy Dean and Johnnie O’Hara, sports announcers, will be guest

: Speakers.

The program has been arranged by the Entertainment

Committee, composed of C. T. Ayres, Edw. R. Oldendorph -and- Hez-

man J. Zinzer.

Alien Trading Mgr. -
For J. A. White & Co. -

. CINCINNATI, OHIO—J. A.
hite & Co., Unicn Central Build-
ng, -announced. that Samuel S.
Alen has been appointed Manager
of - the . trading depgrhnen@.-' ‘Mr.
Allen has been associated with the
firm for the past two years, in
various capacities, principally : as
ﬁorthwestem Ohio representative.
Prior to that time, he was in the
U, S. Armed Forces for 4% jyears.,

Joitized for FRASER
tp://fraser.stlouisfed.org/

Leonard J, Daniels
Reopens in Shreveport

(Special to Tue memnvcuiomcr.':)
SHREVEPORT, LA.— Leonard
J. .Daniels is again conducting - a
securities business from offices in
the ‘Giddens-Lane Building, “Mr,
Daniels was previously ‘proprietor
of ‘Leonard J, Daniels & Co. and
in the past was an-officer of the
First National Bank of 'Shreve-

o10) o ALCURNTENRE 1% SEER A P P d

| on
| tive

{|net proceeds from the sale

Leonard & Lynch, |

" | "This “offering ' was not under-

|-~ Missouri Brevities

G.H. Walker & Co. and Scherck, Richter Co,
April'3 publicly offered 25000 shares of $10 par
convertible preferred stock

both of St. Louis,
value 6%

of the®
other two issues will be used to
increase working capital and pay.
off short-term. bank loans. Auto-
matic assembles and finishes Stok-
A-Fire " (automatic coal stoker),
Gas-A-Fire and Oil-A-Fire burn-
ers, the parts for which are manu-
factured by others. - -
¥ % # £
The common stockholders  of
Missouri Utilities Co. of recori
April 1, 1947, were recently
given the right te. subscribe on
or before April 16, 1947 for
15,000 additional shares of com-
mon stock: (par $1 each) at $20
per share. The proceeds will be
used to: pay for new construc-
tion, The offering was under-
written by Edward D. Jones &
Co., Reinholdt & Garner and
Stix & Co., ali of St, Louis, and
was made on the basis of three
new shares for each 25 shares
already owned,

recapitalization, which will pro-
vide for the elimination of divi-
dend accumulations on the bre-
ferred stock, which at Dec. 28,

1946 amounted to $31.871% per
share, or a total of $2,020,556. It
is proposed to issue four shares
of new $4.80 preferred stock in
exchange for each three shares
of 5 preferred stock out-
standing.

o % *

The present volume of business
of Century Electric Co., St. Louis,
is substantially higher than in pre-
war years, caid E. S. Pillsbury,
President, At the end of the year
1946, he added, the backlog of
orders was much greater than:at
-the end of 1945, when a record
figure had been established. Net
sales billed in 1946 totaled $14,-
020,320, compared with $13,863,077
in 1945. Net profit after charges
and Federal taxes in 1946 was $1,-
198,453, as against $343,308 in the
preceding year,
interest in the Hunter Fan and
Ventilating Co. was sold in. 1946,

o &® m
The, merger of Ems Brewing Co.
‘(an Illinois corporation) with and
into . Columbia Brewing Co., St.
Louis, -became - effective at the
close - of ‘business on March 31,
1947. One-half share of $5 par
value capital stock of Columbia is
being issued in exchange for each
of the 93,660 shares of Ems $1 par
value capital . stock issued and
outstanding.
# Ed Ed
The stockholders of Wagner
“Electric Corp., St. Louis, of rec-
ord -March 20, 1947, were re-
cently offered fthe rightl go lm;l;—
! seribe on or before April 9, 1947, :
for 97,846 /additional shares of | PNV O 4 basis of 15 cents per
common stock (par $15 each) at v t
+$30 -per share, on the basis of o R N
ione :new share for each four Consolidated net profit of The
shares -owned. - The proceeds |Long-Bell Lumber Co. (Kansas
(will''be ‘used for payment of |City) and consolidated subsid-
'plant extensions and new equip- |iaries for the year 1946 was $2.50
sment, reduction of hank loans, |per share and totaled '$4,985,390
/increasing working capital, etc. |compared with 87 cents per share
and a total of $1,732,879 for 1945,
Income from sales, services, ren-
; tals and railways totaled $48,869,-
- Interstate Bakeries Corp., Kan-|629 for 1946, as compared with
sas City, had net sales of $41,669,- [ $40,096,517 for 1945, .
918 in‘ 1946, compar;d with $37,(; ® ow %
197,021 in 'th.e preceding year an The greatest activity ever ex-
$15,680,417 in. 1937, Net profit perienced by the Southwestern
after ta.xes amounted .tO $1,310,860, Bell ‘Telephone Co., St. Louis,
asogainst $36T.870 in 1945 and| 4ok ‘place in 1946, the first full
$165,696 im 1937. To provide addi-| year of peace. It handled more
tional funds for fixed asset ex- telephone calls, built more new
penditures ?nd é)the‘rt'hpurposets, the| telephone plants, and installed
company. placed with private in-| o
vestors a new issue of $1,500,000| more new telep'hone.s than in any
4% % 10-year sinking fund deben-| other year of its history, ‘Total
tures, dated Oct. 1, 1946, of which operating revenues in 1946
$450,000 were exchanged for the amounted to $180,890,639, as
agianst $167,355,133 in the pre-

" it *

Axelson Manufacturing Co.,

‘Mo., and Vernon, Calif., for the
year 1946 reported the largest
earnings per share in any year
since 1937. Net profit after taxes
was $464,163, equal to $1.35 per
share, and compares with $332,-
317, or 97 cents per share for
1945. . Current assets at the close
of last year amounted to $4,002,-
230 and current liabilities $2,-
085,203.  Dividends - are .‘cur-~

Awritten,
z * * #

then outstanding debentures, dated
Oct. 1, 1945; the annual report re-
veals.

The -stockholders will vote
May 13 on approving a plan of

after fixed charges and Federal
income taxes totaled $19,944,896,

The company’s

which has plants in St. Louis,

ceding year, and net income -

POSITION MARKETS IN

Berkshire Fine Spinning Assce. Com. & Pfd.
Chicago & Southern Air Lines

Hearst Consolidated Publications “A?”
Mid-Continent Airlines

Old Ben Coal Corp, Com.

Southern Union Gas
Velvet Freeze
Collins Radio

Delhi Oil

Taca Airways
Rockwell Mfg,

National Oats

Steel Products Eng.
‘Universal Match
Cliffs Corp.

SCHERCK, RICHTER COMPANY
Landreth Building
Beir TecerYPR 8t. Louis 2, Mo. GarriELD 0225

ﬁ;‘?’m"md with $16,429,820 i -

* *

*
,. The' Arkansas-Missouri Power
Co. (successor to Arkansas-Mis~
souri Power Corp. effective Jan.
31,°1947), on March 13 declared a
stock ‘dividend - of one-third of a
share of ' common stock on' each
of the 166,165 shares of common.
stock “of  the company, - payable
May 15, 1947 to stockholders of
record April 30, 1947, Scrip will
be’ issued in lieu of fractionak
thares. Simultaneously with such
action, the board also declared a
cash dividend of 45.cents per

share on the common stock to be-
outstanding after payment of the
stock dividend, payable June 16,

{1947 to holders of record May

31, 1947.

TWO
Great Industrial Names

ARMSTRONG
CORK Co.

BENDIX HOME
APPLIANCE, Inc.

That will add materially
to the growth and
Prosperity of

CLYDE PORCELAIN
STEEL CORP.

Detailed Circular on Request

White & Gompany |

: Members -, ..
Chicago Stock Ezchange
. 8t. Louis Stock Exchange

Missi;sippl Valley Trust Bldg.
ST. LOUIS 1, MO. -
Bell System Teletype—SL 477

COMPANY

Metropolitan St. Louis

718 Locust Street
Saint Louis 1, Mo.
Central 8250

St. L. 499

L.D. 208

ST. LOUIS

Peltason,Tenenbaum Co.

LANDRETH BUILDING
ST. LOUIS 2, Mo.

Teletype—SL 486 L.D. 240

STix & Co.

INVESTMENT SECURITIES

SL 456 " L.D. 123

509 OLIVE STREET

ST.VLoms 1,Mo,

. ‘Members St. Louis Stock Exchange
N Logtpdiase g pray, VR Ry
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Forecasts i

By L. C. HART*

n Building Construction

Vice-President, Johns-Manville Sales Corporation

‘There probably never

such momentous problems as
confusion, and
to a consider-
able degree
frustration.
We are - all
vitally- inter-
ested in the
prospects for
the full re-
sumption of
construction.
The leading
questions. -of
the day. in
“tonstruction,
real estate and
banking cir-
cles are: What
is the outlook
for building materials production?

How about building costs? Taxa‘-

~ REA
SECURITIES

* * *

SHASKAN & CO.

Members New York Stock Exchange
Members New York Curb Exchange

_AO EXCHANGE PL.,N.Y. Digby 4-4950
Bell Teletype NY I-953

Firm Trading Markets:

California & New York
~ Real Estate Issues

St Strauss & Co.

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

' ACTIVE MARKETS

ALL

I REAL ESTATE
1l - sTocks & BoNDS

Bought—=Sold=—Quoted

SIEGEL & CO.

| 39 Broadway, N. Y. 6 DIgby 4-2870
Teletype NY 1-1942

| == SPECIALISTS. n‘«‘_'., :

REAL ESTATE

SECURITIES
Chicago Builders Bldg.

T 4/56 W. S.
Hotel Sherman 5/57: W. S.
‘ Lott Hotels Co.

100 North La Salle St. Bldg.
Transportation Bldg. (Cgo.)

Land Trust Units
b. < Voting Trust.Ctfs. - :

FIRST-LA SALLE CO.
‘11 So. La Salle St., Chicago 3, IlL
'l'»el'e.M CG 660

i
F]
s

Building materials executive gives
average for 1948 and 1949. Blames ¢
defects in veterans’ housing law. Says ;
Wagner-Ellender-Taft housing measure as political “trading sop,

data indicating $12 billions of construction this year and $15 billions
onstruction difficulties on government’s control program and on
future depends on policies of Federal Government, and attacks
’ and urges its defeat. :

has occurred a meeting of your organization which has faced
those which exist today. We are confronted with uncertainty,

tion? - The availability, produc-
tivity and stability of labor? You
want to know also: What are the
prospects for housing? « To what
extent will restrictions be eased
on industrial, commercial and in-
stitutional building? How soon
will ceilings be lifted on new
rental property?

It is impossible to discuss the
materials situation 'without ‘in-
cluding numerous “ifs.”” The im-
mediate ‘situation ‘i not too ‘un-
favorable, Production of almost
every important building material
has been increasing rapidly dur-
ing the last eight months. The coal
and railroad strikes held produc-
tion back last year, and the out-
put of many lines was retarded
for -months by inadequate price
ceilings but the situation today is
better than at any time since the
end of the war.

How soon manufacturers can
reach full capacity production
will depend on, (1) the duration
of raw materials shortages which
are still handicapping many pro-
ducers; (2) an adequate supply of
plant workers to offset absentee-
ism and (3) the possibility of fur-
ther wage difficulties.

Many materials shortages re-
sulted from price ceilings under
which manufacturers actually had
to stop producing critically
needed items because they were
selling at a loss and the OPA re-
fused repeatedly to grant price
increases necessary to revive such
production. Delays in construction
at the site caused by lack of cer-

largest single factors in increasing
the cost of completed homes, The
unavailability of low cost doors,
window' frames, nails, and similar
items can interrupt construction
for weeks, during which time car-
penters and other crafts are vir-
tuallysubsidized by, the:icontrac-

to . thé cost :of
building. =
The renmioval of price control
is now enabling manufacturers to
| fill the “pipelines” of supply and
re-establish inventories on a more
equitable basis of distribution,
¢ Reconversion is behind us.
Manufacturers of building prod-
ucts have. ample existing . plant
capacity to meet the probable re-
quirements for all housing that
can be, got under way this year;
with probably excess capacity for

the - 'completed

some manufacturers, . who have
progressed faster than' others, are

ary surpluses- while waiting ' for
other lines to catch up. i

j All of us have been hearing
rumblings about “a - “boom "~ and

. *An 'address by Mr. Hart be-
fore the Eastern. Mortgage Clinic
of the Mortgage Bankers*Associa-
tion of America, New York City,
April 15, 1947. .«

tain items have been one of the|:

tor; thereby adding uinnecessarily.

non-housing- construction. Indeed,]

facing the possibility: of tempor-]

bust” in’ construction. There is
talk to the effect that increased
building. costs may bring some
part of slump in construction vol-
ume during. 1947. Few people in
the industry share these fears
even though we may experience
a temporary récession in general
consumer purchasing. Perhaps the

point is the opinion of the Market
Analysis Committee¢ of the Pro-
ducers’ Council.

In terms of prices expected to
prevail during the next few years,
we estimate that the total volume
of new construction will be $12
billions in 1947 (of which $9
bhillions will be private) and $15
billions on the average in 1948
and 1949. We find no evidence of
a slump here. Instead the com-
mittee looks for a sharp rise this
year and in 1948.

Building Estimate 1949

Our estimates end with the year
1949, in view of the economic un-
certainties which stem from the
seeming inability of the Adminis-
tration to bring the Federal budg-
et into balance.

The consensus of opinion among
government agencies at Washing-
ton in their inter-agency report
predicts the following construc-
tion activity for 1947:

(000 Omitted)
New Residential
Private non-gesidential_ 3,637,000
Public © 2,420,000
Maintgﬂance and repair 6,075,000

Grand Total $19,256,000

In my personal opinion, that is
too optimistic for any yeas prior
to 1948 or 1949. Their estimate
assumes’ the initiation and com-
pletion of 1,500,000 dwelling
units, including 600,000 prefab-
rigategd- houses. You ean see that
it represents no retreat from their
exaggerated forecast of a year
ago; 300,000 prefabricated units
would 'be a liberal estimate and
1,000,000 completed. units of all
types would be an outstanding
accomplishment.

And now, what about the pro-
duction of building materials in
1947 to sustain such construction
forecasts? I shall refer, in reply
to this question,-to the recent sur-
vey of production on 14 of the
most critical products by the very
able and well-informed Miles: L.
Colean. The production estimates
represent volume, -assuming ‘the
absence - of government'‘controls
and subsidies and of any serious
work-stoppages. due. to: strikes.

Mr. Colean’s estimate of the
production tapacity ‘of American
'manufacturers’ on the following
items “is.more -than- adequate to
supply the materials required: for
one million residential units with

(Continued:on page 44)

OFFERINGS WANTED

Gov. Clinton 2s,:1956 WS

Gov. Clinton Co., Inc. Stock

A. M. Greenfield.5s, 1954

Hilton Hotels Pfd.

Lincoln’ Bldg. 55,1963 WS
National Hotel' Cuba 6s, 1959 WS
New York Athletic. Club 2s; 1955

150 Broadway

S| Tol Contral 4424
1 ,

61 Broadway Corp. Stock
AMOTT;BAKER & CO..
.bcorgw?tgd 5

" Tel. BArclay 7-48807 0.7

Pittsburgh Hotels VTC

Roosevelt Hotel 5s, 1964
Roosevelt Hotel Common |
Sherneth Corp. 5%s, 1956 WS
Walbridge Operating 3s, 1950 WS
Wall & Beaver St. 4%;s, WS
‘Westinghouse Bldg. Par. Ctfs. CBI

“New York T, N.Y. .

best assurance.I can give on this |,

Secretary ‘of

not been won. Holds President

out of work.
Industrial pro-
duction was at
a low ebb. Our
.. banking struc-
ture was tot-
‘tering. Grow-
ing numbersof
persons feared
that our social
and economic
systemwas in-
effectual —
that it had
failed, But, the
Democratic
administration
met the crisis
with courage and imagination, and
under its leadership, the fabric of
our civilization grew stronger and
more secure.
There were instituted vital
measures of our social security
system—the assumption of co-
operative responsibility for the
needs of the aged, the blind, the
unemployed, and for the benefit
of dependent children. National
recognition was given to the rights
of workmen to bargain collectively
with their employers. The truth-
in-securities act was passed,
obligating sellers of securities to

John W. Snyder

The Democratic |
'Accomplishments and Objectives

By HON. JOHN W. SNYDER*

‘Administration’s

the Treasury

Treasury Secretary lauds accomplishments of 14 years of Demo-
cratic party rule, but warns struggle for ecomomic stability has

follows economical fiscal policy

and pledges Treasury will follow program. Praises foreign policy

as one of firmness commensurate with U. S. world leadership, and ' .

calls for dedicatio_n of Democratic party to these principles.
Fourteen years ago, the Democratic-administration, taking office,

found the. United States in the depth of depression. Ten million
people were ¥—

issue a complete prospectus, put-

ting an end to an era in which a
purchaser often invested blindly.”
Fedpral insurance of bank de=
posits was ‘instituted,’sothat the
many might not suffer for ‘mis-
takes of the few. ;

Recognizing that the plight of
agriculture played a part in bring=-
ing -about ‘the depression, the
Democratic administration took
energetic steps to place the Na-
tion’s farming industry on  a
sounder basis, and made provi-
sions for the conservation of the
land, and of other vital national
resources.

These measures, and many other
contiributions of the present Demo-
cratic administration, have helped
establish a firm foundation under
our entire economy. Certainly,
the country, regardless of party
affiliation, who would ask for the
removal of these laws from the
statute books.

Progress Was Made
We cannot overlook the sub-
today, there are few persons ‘in
stantial progress on the material
(Continued on page 24)

*Address by Sec. Snyder 'at
Jefferson Day Luncheon, New Or-
leans, La., April 12, 1947.

- American

progress and denies the present

Mexico—A Field for

Invesiment

By HON. RAMON BETETA*
Secretary of the Treasury, Republic of Mexico

. - Mexican. Cabinet member reviews Mexico’s economic and political‘ ‘

Constitution and ‘Government of

Mexico is communisiic. Describes policy of land distribution and

agricultural betterment, protection given to labor and exploitation

of nation’s natural resources. Says there is definite field for foreign
investor at present time, and securities of both government and
private industry can be acquired on favorable basis. Contends
Mexican Government has completed its foreign debt settlement.

: I believe ‘that there exists an outstanding feeling at the present
time with regard to Mexico’s econcmic life: the feeling that we are

living in . an
epoch of pros-
perity and ac-
celerated
growth. Even

the casual ob-
server  cannot
help .but real~

ize that there

is ‘an: attitude

qf progress
and ‘confi-
dence to -be.’
seen in all as-
pects of eco-
‘nomic: -activ-'
ity. . Mexico:
came .out: of
the emer-
gency period of the war-full of
new projects, healthy ambitions
and the’ resolution to become:a
country " capable of feeding her
own people without .the aid of the
importation of foodstuffs and de-
termined to become.industrialized
at least to the point of being able
to transform part of the raw ma-
terials  which ‘from  time -imme-

Ramon Beteta

_i*From - an address* by ~Senor
Beteta at the Convention of Texas:
Group of Investment Bankers As-

-{|sociation of--America,.Monterrey,

Nuevo Leon, ~M_exic0,_,April: 10,

" Teletype' NY 1:588

gitized for FRASER
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.| of living -of- our people. ,

morial it has been exporting in
their crudest forms,

“ 1t has been no cause for wonder
then that President Aleman, both -
during his political campaign _and
in his inaugural address, has been
insisting on ihe necessity of in-
creasing, our agricultural produec~ "
tion and strengthening our incipi-
entrindustries-for the purpose of
raising -substantially: the standard

The insistence:-on ‘the impoft- :

.| ance” of -production; the: emphasis

on order, peace and tranquillity to- -
make ‘' this ' productive  process- a
successful one:is not new in: Mex~ :
ico. There have been other times -
when peace, order and:discipline
were the aims and when produc-
tion was so all-important that the -
man who produced the labor was
completely.ignored. . Such an atti- .
tude was responsible. for. certain’
material progress, but it was also .
the cause of discontentment among
the people .and. for -the creation. -
of such an unjust. distribution of -
wealth and. such an unfair: social
and. political organization that it -
finally ‘culminated in a violent re~ -
volt: to. which.in Mexico we refer -~
as the Revolution. The-social up- -

heaval. which began -in .1910.and —
: (Continued on.page.37)...7. .5+
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the Securities

... . Conmecticut Brevities - '
On April 8, the Connecticut Light & Power Co,

and: Exchange Commission,;-
ferred and 163,912 shares ‘of $1.90 preferred, both issues-having no |

registered . with

par value and a stated value of $50 a share. ki
The new$2:preferred will -be’ offered in -exchange to holders ¢

the. company’s

-presently-outstanding $2.40 -cumulative preferred ‘and

$2.20  cumulative preferred ‘on. a®

share-for-share ‘basis plus a cash
. adjustment, © . g

"Shares-of ‘the -$2.00 preferred

r ot ; exchanged, and - the - entire |

: issue of -the '$1.90 preferred, will
- be-eoffered - to-the public by the
: underwriters.. - ‘The: - principal
- underwriters are Putnam & Co.,
: of Hartford; Chas.-W.: Scranton &
« Co; of New Haven;.and Estabrook:
. & Company. of Boeston,
* - Shares’of “the ‘$2.40 and $2.20
‘-preferreds not- surrendered for
~~exchange: will; be called for re-
¢ --demption. - A ; Sy

RN B -

Pitney-Bowes, Inc., in the 10
months ended January 31, 1947
reported net sales of $7,608,671
and net - income . of $732,501.
This represents earnings of 80c
‘a share on the common stock.

i * %

. The New York, New Haven &
* Hartford Railroad showed total
' operating revenue of $12,686,288
for the month of January 1947
compared with $12,291,747 in
- January 1946. Net loss for the
month was $623,961 -compared
“with an income of $251,073 for
January of 1946.

On April 21, 1947, the Federal
Court at New Haven will hear
a petition of the trustees, ask-
ing for authority to issue and
sell equipment frust certificates
in the - principal amount of
$5,265,000, 8

On April 10, the Interstate
Commerce Commission author-

¢ ized the road to increase its
interstate - passenger fares by
. approximately - 109, -effective
. .in five days.

= % &

Scoviil Manufacturing Company.

reported net sales of $62,917,225
“for the year ended Dec. 31, 1946
‘which compared with $85,079,895
: the preceding 12 months. Net in-

-come was $3,207,203 or $2.61.a]-

share on the common stock against
$2,475,971 or $2.37 a ' share earned
in .1945. ‘Earnings-on the 3.65%
preferred were $32.07.

4 # %

. The income

¢ Cennecticut - Power - Company

* for the year ended Dec. 31,

- 1946 showed total operating

- revenue of. $10,621,490 against
$10,395,047 the preceding year.
Retail electric sales amounted to
$7,102,667; wholesale electric
sales, $2,085,590; retail gas sales,
$1,236,886; z1d wholesale gas
sales, $196,347.

The amount available for
fixed charges was $2,074,515 or
coverage of 6.57 times against
6.14 times in 1945. Net income
was $1,758,723 or $2.65 a share
against  $1,735,235 or $2.62 a
share in 1945.

@ o
At a recent special meeting of
the stockholders of the Connecti-
cut Power Company, the merger
" of the Torrington Electric Light
Company into Connecticut Power
~Company was approved, the effec-
tive’ date being ‘April 30. Under
the terms of the merger, each
. share of Torrington Electric Light
:'stock ‘will receive ‘1.1 shares of
. Connecticut” Power stock plus a
$50 3% bond of the Connecticut
., Power 'Company. Following the
. merger, H. B. Fussenich, secre-
“tary-and:treasurer of Torrington
Electric Light and' Charles P.
Roraback, a director, were elected
directors- of .. Connecticut- Power
Company.~-- .- 1
% % %L o {
- <+~ Hartford Rayon Corp. report-'
. 'ed sales . of -$2,745,988 for the !

account of the |

*§206,848 or 32c:on thé common
- stock .against - $91,710 -or -13¢ a
-share in 1945, ' 7 f
L DA Y L

--The -inceme -account ‘ of -th
Hartford-Empire Company for the
year ended  Dec. 31; 1946° showed
royalties'~ earned “of - $4,682,442;
license- ' fees, " $821,385;. -sales of
machinery, :etc., $2,779,005; : mis-
cellaneous - operating ' income;
$324,534; rand ‘interest’ and ‘divi-
dend - income, :$102,160;. bringing
the total income to $8,709,526. Net
income:was. $1,582,588, or $3.38 a
share. : i3I rud
The balance sheet showed total
current: assets of .$9,440,915; total
current liabilities of. $2,377,806;
and net working capital of $7,~
063,109. At the year end, the com-

serve for contingencies of - $2,000;-
000, and surplus of $6,305,990.
* # %

New Haven Gas Light Com-
pany showed total operating
revenue of $3,322,958 for- the
year ended Dec. 31, 1946. The
corresponding - figure for 1945 -
was $3,170,492, Net income of
$550,141 compared with $452,478
for 1945,

% Eg Ed

The year-end report of Colt’s
Patent Fire-Arms Manufacturing
Company  reveals a net loss of
$753,895 against a profit of $532,-
008 the preceding year. Net sales
were $5,059,577 compared with
$30,206,928 for 1945,

336,088 ‘shares of $2°pre- |-

pany- had no funded debt, a re-|

Harry McDonald - -
R T
Honored in Detroit

DETROIT, . MICH. - Griswold
| Street turned out in“force April '9
to" honor - ‘Harry - A. “McDonald,

the ‘United" States-Securities"and-
Exchange - Commission. . Detroit
Stock' “Exchange members: "and
other’ representatives:of  the -in=
vestment - fraternity: “are’ being
Jjoined - by bankers, :lawyers, ac~
countants, and industrialists for|a
reception-and dinner &t the Hotel'
Statler. ! Guests“of ‘honor include
James. J. "Caffrey;  Chairman- of
1he Seeurities and Exchange Coms«
mission.and his assistant, Sherry
T. McAdam, Jr., ‘of ‘Philadelphia,
John Hueni of the.Michigan Cor-
poration and Securities Commis-
 sion, - Sherwin © A "Hill; * Presi-
merce,. and. former associates -of
McDonald. - hse e

Milton A. Manley, M. A; Manley
& Co., . President. of ‘the Detroit
Stock Exchange, was toastmaster,

Now Blean & Co.
‘DETROIT MICH. —The firm
name of Lytle & Co., Inc., Penob-
scot Building, has been changed
to Blean & Company. James L.
Blean is President of the firm.

Cutter With F. S. Moseley
(Special to T FINANCIAL CHRONICLE)

CHICAGO, ILL, — Charles F.
Cutter has become associated with
F. 8. Moseley & Co., 135 South La
Salle Street. Mr, Cutter was
formerly with Halsey, Stuart &
Co., for many years.

greater powers to local units

were ‘affected in many ways.:
business ac-

Major Problems in -
 Municipal Financing

By EDEN B. :
Economist for Wainwright, Ramsey. & Lancaster, New York. City

Former assistant to New York City Comptroller stresses new
‘methods of municipal financing required by problems of expansion |
and need for improvements.. Says era of practical. conselidations
of -many municipalities is ‘at hand and - points .out:- (1) need-for: |
3 (2) flexible administrative: super- |
. vision. and- (3). stable ‘and larger sources of revenue.

During the war- years from 1941 to 1945,

THIRKIELD

cities of. this country
Some  saw their population  and

tivities. - dou-
ble, or ‘more
than .double,
while some
remained - sta-
tionary ~ or
even receded.
All classes of
zommunities
are now faced
with one or
more condi-
tions which
need correc-
tion.
Paradoxi-
cally enough,
places  which
accumulated an influr. of people
out of all proportion to past rec-
ords are now hoping to hold on
o the new citizens but at the same
time must find ways of providing

5

"' Eden B. Thirkield

facilities for them. very soon if
they-do stay, - . "

The., spirited -contest - between
powerful.forces for a- division of
the limited . supply - of - materials
needed in- construction ‘has been
going on at a lively pace since
V-J Day and is by no means set-
tled yet but there is not as much
pressure as in the beginning. Reli-
able signs indicate .that the ma-
terials situation will be consider-
ably relieved before the end of
1947.  Comments of certain build-
ing authorities and contractors
point bluntly to the fact that the
“law: of supply and demand” is
beginning to assert-itself. In other
words, . the ‘removal of artificial
restrictions is permitting the freer
functioning of production and dis-
tribution. Under thes2 rircum-

(Continued on page 43)

'

newly appointed Commissioner of |°

dent of the Detroit Board of Com- |-

National. Gypsum' Company,

modernization” program; .
- o L &

Exchange

T
Brevities -
-which has operated the Kalama=

z00-mills-of the-Western Board and Paper Company ‘since-last - July,
has . purchased the properties and work: has started-on a ‘$750,000

- Michigan

.- Authority- has been ‘granted by the SEC to the Detroit: Stock
to - extend - ‘unlisted®— - .

LSt

/
|

o

trading. privileges to 14 ‘additional

common stacks. ~They" are: "Alle--|-
ghany, ‘American. Airlines, Bald-|
win - Locomotive; : Baltimore:: & |.

Ohio, . Canadian: Pacific, - Chesa-
peake, & Ohio; Columbia. Gas, Na-
tional . Biscuit,; Niagara’ Hudson,
Pan American Airways,. Sterling
Drug; Sunray,.Oil, .United Corp,,
and Warner Bros. Pictures. - -, .

This brings, to.190.local and na-
tiognal corporations now traded on
the .. Detroit. Stock: Exchange, .

. * ® * R B I .

_First of 'Michigan Corp, headed
a-syndicate of investment bank-

| ers-‘which' has’ underwritten an

issue- of  $2,225,000 * Univergity' of
Michigan revenue bonds. This is=

{sue will -be offered ‘as 2%  and
2% %  serial ‘bonds and 2% ' and

2.70% - term bonds. ' Associated
with First of Michigan are Paine,
Webber, Jackson & Curtis, Mc-
Donald-Moore' & Co., and Crouse
& Co. Proceeds will be: used to
finance a construction program.
* L d Ed
Griswold Street turned out in
force. to honor Harry A. Mec-
Donald, newly appointed SEC
Commissioner, at a reception
and dinner in the Hotel Statler,
Guests of honor included SEC
Chairman. J. J. Caffrey, John
Hueni of the Michigan Corpora-
“tion and Securities Commission,
Sherwin A Hill, President of
the Detroit Board of Commerce,
members of the Detroit Stock’
Exchange and many of the
city’s bankers and industrial-

ists.

U

‘Seven-investment bankers have

nicipal . Advisory ;s €Counecil of
Michigan:: They -include - Wm. M.
Adams, . Chas. C. Bechtel, Merle
J. Bowyer, Douglas. H. Campbell,
Harold R. Chapel, Reginald Mac-
Arthur,. and . Harold W. Rade-
macher, ;
P o ® i

. Harry Ferguson, Inc,, . of De+:

troit: has' registered with the

SEC 100,600 -shares of  $50. par;:

4.75%  cumulative preferred
stock and 250,000 shares of $1
par common. stock for- public -
offering. “Watling, Lerchen &
Co., will be one of the under-
writing firms.

L #

Soss + :‘Manufacturing . Co. has
asked the SEC to- withdraw - its
registration statement ‘because of
“changed market conditions.” The
statement filed Sept. 3, 1946, cov-
ered 40,000 shares of 5% cumula-
tive convertible stock; $25 par.

* & »

Directors of U. S. Radiator
Corp. have approved the sale of
71,429 shares of the corporation’s
common stock at $14 a share and
now held in the treasury. The
sale will increase the company’s
working capital by. $1,000,000. It
must be approved by the stock-
holders at the annual'meeting .on
April 30. i s

On its bid of 100.519 for a -
279, coupon, Harris, Hall &

1for-18 years

been: elected trustees of the Mu-

.Co.:has. been awarded. the $3,-
500,000. issue -of new first mort-
gage --bonds . of . the ‘Michigan
Gas & Electric. Co. : The-bonds
. are due June 1, 1976, . .
‘e - RS R RN J Y AT
- Kaiser-Frazer Corp. has signed
an-agreement with:the RFC,. act-
ing' by: and ‘through: the: WAA,
under which the auto. firm has the
option . of - extending "its present
lease “on ' the  Willow - Run: plant .
up to Dec. 31, 1965. -
*t't'<'-‘»"
‘‘Watling, - Lerchen & 'Company
was ' 'the successful - purchaser : of
$75,000 - School - District :'No. - 5,
Warren . Township, Michigan,
bonds ‘at a public ‘sale,"Thé’ bid
specified -an interest -coupon '’ of
1Y% %, plus ‘a premium of $153.75,
for bonds: maturing Oct. 1, 1947-
1951 inclusive, resulting in an in-
terest cost to the school ‘district
of 1.41%. Proceeds will be used
to construct and equip a grade
school building.
Ed #
The Detroit. Stock 'Exchange
reports that trading volume. in
March totaled 240,258 shares,
having a market value of $3,-
601,297.. This compares with the
February  volume of 301,467
shares or $3,794,852.

" Ed £

Charles E. Bailey &, Co. headed
a group of investment bankers of-
fering a new issue of 30,000 shares
of 6% cumulative convertible pre-
ferréd and 30,000, shares of com-
mon - stock, each $10 par value,
of the Newburgh Steel Co., Ing.
of Detroit.. The preferred was of-
fered. at $10 and the common at

$6. AT

'
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Railroad

Securities

Earnings reports for March and the first quarter of the year will
begin to appear next week. By and large it is expected that the
comparisons with a year ago will make very pleasant.reading. It
will be the first interval for most roads in which a direct comparison

~ with the operating results of a year ago will be possible, Last year
the railroads did not accrue any wage increases during the first two

- months although ' these increases

I ‘were later made retroactive to the
« beginning of the year.

Most of the roads accrued the
major portion of the increases ap-
plicable to the first quarter in
March. One or two roads did not
even make any accruals in March
—Nickel Plate for instance waited
‘until May and then put the whole
five month accrual through—but
very few waited until the whole
wage question was settled before
charging the bulk of the increase.
In reporting for the first two
months of this year most of the
major roads did not make any:ad+~’
justment of last year’s results’ to
allow for the higher wages for
January and February. There are
two notable exceptions—Erie and
Pennsylvania, ;

. Erie for the first two months of
1946 actually reported net oper-
ating income of $1,099,000. ‘When
reporting for this year the figures
for the first two months of 1946
showed a net operating deficit of
$597,000. Similarly, for January
and February 1946 Pennsylvania
reported net operating income of
$10,558,000. This has been revised
downward to $961,000 in recent
reports.” It is obvious, then, that
neither Erie nor Pennsylvania is
apt to report the favorable March
year~-to-yéearcomparisons expected
of most other carriers, It is fur-
ther notable that even after ad-

- justing last year’s figures Pennsyl-
vania for the two months ended
Feb. 28, 1947 showed considerably
poorer results than those of a year
ago.- : j

By and large, and considering
the lack of wage accruals last

. year, earnings thus far. in 1947

Chicago Railways
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e

Follanshee Steel
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Income Conv. 414s, 1966
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have, in the opinion of most rail
analysts, shown up very well, For
the industry as a whole gross rev-
enues were up 8.3% and net op-
erating income declined- 13.1%.
Operating expenses were 10.0%
above the year earlier interval
and taxes were up 13.5%. In the
Eastern . District 'gross - was up
13.6% and net operating -income
rose 10.7%. To some extent, of
course, this. showing. may be
traced to the fact that the domi-
nant road in the territory, (Penn-
sylvania) and ‘Erie' hdd restated

‘their 1946 figures.

. The ‘Southern: Region was next
in line with a rise of 87% 'in
revenues and a decline of 19.2%
in net operating income. Oper-
ating expenses were up 14.0%.
Ir} net showing the Western Re-
gion was the poorest in compari-
son with the opening 1946 months.
Revgnues were up only 2.7%, op-
erating expenses were up.6.8%
and net operating income de-
clined 22.49%. Considering the
general level of earnings in ‘the
Western Region last year these
roads could also best afford to
suffer a year-to-year decline and
still show a highly satisfactory
net by any normal standards.
There are extenuating circum-
stancgs in the relatively poor
showing of the western roads as
compared with g year ago. For
one thing, in the early months of
1946. passenger business of these
carriers was at an.all time, peak
reflecting redeployment of troops
coming from  the Pacific. Also,
late January and February wit-
nessed very severe weather con-
ditions. .In some sections of the
west railroad operating men re-
ported - the most - unfavorable
weather in history. These storms
cut. traffic, resulted’ in * heavy
snow remoyval costs, and -generally
boosted transportation expenses,
Last year passenger business
started - to  decline very sharply
after the end of the first quarter,
should
therefore shortly be considerably
more favorable, At the same time
heavy weather expenses will not
be recurring now that the winter
has passed. It is generally ex-
pected that starting in. April or
May the performance of the west-
ern roads will come closer to
matching that of the rest of the
country. Many rail analysts have
been puzzled by the disappointing
action of rail securities in the face
of definite indications of another
year of high earnings. It is hoped
that - this negative :attitude to-
wards rail securities may give
way to at least moderate enthu-
siasm when results for the full
first quarter begin to appear.

No Egyplian
Loan Request -

- 'WASHINGTON, April 16 (Spe-
cial to.the “Chronicle”)—A. press
report to the effect that Egypt had
asked the United States for a

$100,000,000 loan for completion of
the gold backing of its currency is
described’ to  the = “Chronicle”
Washington correspondent by an
Egyptian as “absolutely incor-
rect.”. Neither the Egyptian Em-
bassy, the Fund or the Bank has
received any information to sub-
stantiate 'the report, which' gives
as its source “the Washington cor-

respondent of the weekly publi-

cation ‘Akbar el Yom.”

Balanced Budget With-
Lower Taxes and Debt
Gut, Urges ABA Group

Urges at French: Lick’ Springs
meeting, cutting down of floating
debt. to reduce holdings of gov-
ernment obligations by banks,

A ‘“sizable cut in Federal ex-
penditures, a safely balanced
budget, and a substantial debt re-
tirement in the fiscal year 1947-
48, were called for as ‘“the first
requirement for sound ,manage-
ment of the national.debt,” by
the Executive Council- of " the
American Bankers Association-at
the closing session  of :its. spring
meeting at French Lick Springs.
Ind, 30yt

“There should be a reduction®in
taxes as an incentive"to" enter-
prise to insure the,maintenance
of a'high level of production and
income;” ‘the- Council saidin -its
resolution. -~ “This  is - especially
needed to avoid a recession:which
might occur as the deferred~de-
mand for goods is met and-ac-
cumulated- savings diminish.” This
would also be an incentive for
Congress and the people to carry
through the very difficult opera-
tion of cutting the budget.

“The sale of Treasury bonds to
the public-should be encouraged
by every means in order to dis-
tribute the debt more widely.
spread maturities by cutfing down
the large floating and short-time
debt, help reduce the amount of
debt holdings by banks and the
Federal Reserve System, stabilize
purchasing power and aid in:lev-
eling the peaks and valleys of
business. To facilitate this action
the banks pledge their support tc
the Bond-a-Month program of the
Treasury Department.”

“Bawl Street Journal”
Solicits Gontributions

Contributions  are: ‘being re-
ceived for the 1947 “Bawl Street
Journal,” which will appear on
June 6 at the annual field day:of
The - Bond Club of New York, at
the Sleepy Hollow Country Club,
Scarshorough.

Material should be sent to:J.
Emerson Thors, Chairman . of the
Publications Committee, at Kuhn.
Loeb & Co., 52 William. Street, or
to John A. Straley, Editor, at
Hugh W. Long & Co., 48 Wall
Street.

As in the past, the 1947 Edition
of the “Bawl Street Journal” will
contain many columns . of :illu-
minating, if somewhat satirical
“news,” comment and cartoons on
events and people in the financial,
political and business worlds. . .

News or advertisements will be
welcomed from any member - of
the financial fraternity. It is not
necessary to be a member of the
Bond Club to become a contribu-
tor to the paper. - Free copies will
be sent to contributors whose ma-
terial is published. !

Deadline is May 15.

Dick & Merle-Smith to-
Admit W. E. Roosevelt

Dick & Merle-Smith, 30 Pine
Street, New York City, members
of the New York: Stock Exchange
and other national Exchanges, will
admit W. Emlen: Roosevelt = to
[partnership on May 1st.

Melvin S. Arnold Is
Forming Own Firm

SEATTLE, WASH. — Melvin S.
Arnold is forming Arnold & Co.
with offices at 1411 Fourth Av-
enu~ to eneage in the securitieg
business. Mr. Arnold was  for-
merlv a partner in MacRae &

-I:Arnold,

mitments in order to promote its
United States willbe confronted

of the two great World Powers?

%

Can Britain Afford It?

Dr. Einzig, in analyzing effects of replacement of British power *|
“and influence in foreign lands by United States, points out Britain’s
chief -difficulty is lack of foreign exchange resources. Says there
is belief-U. S. is willing to assume Britain’s previons foreign com-

iI
cwn export' position and predicts {
with' dilemma of assuming such |

' s

burden -or -allowing Russia to control.” 7
Can Britain afford financially to continue to play the part of one

This-question dominated recent

AUy

Parliamentary . . i
debates on
compulsory
military .serv-
ice; on Greece
and other sub-
iects.” When' it
fs “asserted
that Britain is
tired and
wants “to-cur-
tail -its" over- .
seas ’commit-
‘ments” what' is
really meant
is “that 'the
British Treas-
ury ‘cannot
find 'the for- . !
eign . exchange' needed  for ‘the
maintenance of large  military
forces” outside the United King-
dom, or that the maintenanze of
a large number of men under arms
—whether at home or adbroad—
creates a scarcity of labor which
reacts unfavorably on exports and
imports.

It is'this foreign exchange short-
age that provides Little England-
ers with a supreme cpportunity to
make their views prevail. Brit-
ain’s loss of manpower through
the war was moderate, It was not
nearly sufficient to make Britain
a tired country, such as France
became atter its enormous human
losses during the World War I.
It is the deterioration of the for-
eign exchange position more than
anything else that compels Britain
to’ relinguish its hold over impor~
tant - political, strategic or eco-
noinic positions. !

The result of Britain’s financia

Dr. Paul Einzig

weakness is that the-United States
feel themsclves ‘compelled : to” as+
sume reluctantly the “white man’s
burden’”  which. Britain" can- no
longer carry. The replacement of -
British support by. American sup-+
port in-Greece is but one: of - the

| instances.:The experience: is:likely
itto; repeat . itselfin’-Palestine and
|other : parts..of.. the; Middle  East,

And. a stage will be reached when -

@ | Britain-.can no. longer: afford: fi<

nancially. to continue. to-share; iry
the occupation. of. GGermany.* The
United States will - then*have; o
choose: between assuming: controf
of .the ; British. Zone - or- allowing
Soviet Russia to push its frontiers
beycnd-the Rhine. - . ]
This process cannot be halted by
granting additional dollar loans to
Britain. Beyond doubt the big
dollar loan granted last year had
a. demoralizing- effect on the Brit-
ish worker, and additional loans
would lull him into the comfort-
able feeling that Uncle Sam would
henceforth always systematically
cover John Bull's deficits, so that
there is no need for the latter
‘ever to make any extra effort to
achieve solvency. .
There is a growing conviction
in many quarters in Britain that
the Unitgd States would not 2vernp
like to see Britain solve its for=
eign exchange problem. This at
any rate is.inferred from what is
regarded as the American policy
aiming at depriving Britain of the
means for doing so. By the terms
of the Loan Agreement Britain is

compelled to restore the convertis
(Continued on page 33)

NYSE Says Bulk of Business Originates in N:-Y.

A survey of transactions -of 1350 firms covering week - ended :
March 29 indicates Pacific Coast and Rocky Mountain region supply .
less than 99 of business. About one-half of transactions shown :
to come from:New: York State; but California ranks-second: '

Emil Schram, President of the New York Stock Exchange, yeQ
leased on- April 12 the results of a survey, based on information

suppiied. by 350  member firms.
concerning the origin of 21l orders
in stoeks executed on the floor of
the “Exchange during the period
March' 24 through March 29, The
investigation was. made with a
view to determining the amount
of business originating on the Pa-
vifie ‘Coast. - Memper concerns in
this area had suggested that the
Stock ‘Exchange extend its trad-
ing hours tc 4 p.m. in ordcr tp
permit them to transmit orders in
the afternoon, there being three
hours difference in time between
New York and San Francisco.

As a result of this petition all
member :firms carrying accounts
for themselves or customers were
requested to report all Exchange
transactions effected on the Floor
during the period March 24, 1947.
through ‘March: 29, 1247, as fol-
lows:

(i) Total number- oi- transac-
tions. .

(2) Total number of chares
bought and sold (combined).

(3) The number of transactions
and the number of shares repre-
senting full Iots.

(4)The number of transactions
and the number of shares repre-
senting odd lots.

(5) ‘A breakdown of the above
data by the State or foreign coun-
try  of origin.~ The classification
to be «determined by -the place
where the customer was when he

'entered the order, if possible, or
the customer’s current address of

.. record.

To avoid duplication of - res -
ported transactions, omnibus ac-
counts. for:members were: exclud-
ed from reports. " % b

The 350 firms, representing all
those which effected transactions -
during the period, reported:-as re<
quested. The reported transactions
were "aggregated - under - the 48 -
-States, the District of Columbia,
the individual‘ Possessions of the
United States and individual For-
eign countries. There were trans—
actions reported for a total of 35
Possessions and Foreign Coun-
iriés. . :

The reported volume of listed
transactiors on the New York
Stock Exchange for the week: of
March 24, 1947, was 4,447,690
shares. The reported total of odd
lot transactions by odd lot deal-

lers for member firm customers

during the period was 1,162,263
shares. In accordance with ‘ac~
cepted procedure it was estimated
that stopped stock accounted for
10% of the reported volume or

| 444769 shares.

The estimated total shares
trensacted on the Exchange fo
the period was: ' .

8,895,380 twice total volume

444,769 10% stopped stock

1,162,263 odd lot transactions

10,502,412 shares

The total shares reported by the

350 firms aggregated 10,497,563
(Continued on page 46)
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' Lays High Food Pncesto ’Politics
And Government Manipulation

Political policy and government manipulation of . commodity
markets are the largest single factors determining food price behavior

woday, accord- ¥

§._ing to Paul S.
Willis, Presi-
dent of the
Grocery Man-

8 ufacturers of

' "America, Inc.,
in response to
President
Truman’s
challenge to
industry to
keep prices
down,

“The peak
of food prices
appears to be
past” Mr, Wil
fiisis : . lis said. “For

the past five weeks the Dun &
Bradstreet wholesale food price
index has shown g steady decreasa
from $6.77 on March 4 to $6.41 on
April 8, the last date for which
data are available. The overall
price picture wili undoubtedly
<ontinue to show a-decline if busi-
ness is left free from further gov-
ernment manipulation of the basic
<ommodity markets,

~ “In a statement issued by this
organization on Jan. 2, we pre-
dicted that prices were heading
for a peak and would then decline
steadily and moderately, This is
what is now. going on. But we had
no way of knowing that the peak
would be so high because we could
not anticipate the fact that the
government would step into the
grain markst and increase its re-
quirement for overseas relief ship-
ments from 275 million bushels

. %0 400 ‘million bushels.

+ “This raid cn grains came as a
bombshell on an already nervous
market and sent ‘prices sky ‘high.

' It came at a time when supplies.
were relatively low. The govern-
ment did- not' make its full de-
mands - for ‘grains -in  November

*'and December when stocks were’
highest. but waited until Spring

© When reserves were low. So it
was not only the amount of grain
which  America shipped abroad
which brought an upward pres-
sure on prices, but the maladroit
manner in. which it was done.

_ “Grocery manufacturers are in
accord with President Truman in
his desire to reduce-the cost of
living and.to bring the whole

“story of the high cost of living

¢ out into the open. - For that reason
we believe that the whole story
should be made available to the
Public,

“Last vear America produced
bhumper crops—more than enough
for our domestic consumption. But
we shipped ahroad some 2 billion
dollars worth of American food.
For the purpose of this discussion,
the problem isn’t whether we
should or should not assist Europe,
it is whether or not we are honest
enough with ocurselves to admit
that- sur help is forcing up our
food prices here at home. Take

b 4

Paul S. Willis

“ wheat for example. A 20-cent per |-

bush2] increase in the price of
Wwheat results in a dollar per- bar-
xel increase in the price of flour
1o the consumer. As long as wheat
35 kept in short supply, and pri-
vate indusiry must bid against the
government fcr the available sup-
ply, abrormal prices musi result.
“The  grocery manufacturers
have a_ strong, selfish motive for
Xeeping prices. down. This is a
highly competitive mass produc-
tion industry. It operates on an
extremely narrow ~margin of
profit, In some lines net profits
Tun as high as five cents per dol-
lar of sales, but in most  lines
profits are .more nearly three
<ents on each dollar, Tt is thus
apparent  that we must mainta’n
Very high volume in order to earn
a fair return on invested capital.
In order to maintain high volume,
We must keep our prices  low
enough so the American . people
€an afford {o buy our products.

gitized for FRASER
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“High prices do not mean high
profits - to - business, Satisfactory
profits were made possible “last
year only by the maintenance of
extraordinarily high volume. It
is to-our -interest- to. bring "food
prices downand hold our mass
market, but this cannot 'be done
while the owverall pricei of ‘farm
products: is '124% above: the pre-
war average, labor is 84% higher,
freight rates are 17% higher and
containers and-the other cost ele-
ments .which go into a finished

product are proportionately above
‘prewar levels.

“In - considering the overall
price of food, a distinction should
be made between the dry grocer-
ies ' 'which - ‘account /for roughly
60% of the average family gro-
cery budget and the “fresh’ fruits,
vegetables, meats and dairy prod-
ucts which account for about 40%.
“There ; are approximately 3,000
items in the grocery store. There
have been some increases in some
lines of dry groceries, but these
increases-have been insignificant
as_compared with the increases
in the cost elements which go into
the finished package.

“As Wwe predicted at the first

of the year, 'a "chart of overall
food prices during all of 1947 will
show ' a gradual decline. There
will be some.price . increases-but

more price decreases. Spring is

here and new crops are coming on
to.'the market, Dairy prices. are
already beginning to. show a de-
crease, beef and pork prices are
down, 'so are vegetables, The pric
of shortening was reduced two
cents a pound this week, and the
outlook for increased supplies of
fats and oils is improving. This
means that we may expect greater
supplies of soap this year.

“Reports from many sections
of the country indicate that can-
ners are not meeting with success
in inducing growers of canning
crops to accept contract prices be-
low. those which prevailed a year
ago. Contract prices in general
thus far are reported close to 1946
levels. . With jhigher prices ruling
on cans, labels, cartons, lahor, and
shipping . rates, the canners hope
they can ‘offer their 1947 output
at no higher than the 1946 prices:

“One other important factor
whlqh must be kept in mind in
_conmde_rmg food price “behavior
is the influence of subsidies, Al
during the war Uncle Sam paid
part of our food bill at the grocery
store and then' collected the dif-
ference back by way of taxes.
Now we are paying the full bill
at the store. :

“We fully share the desire of
the President to reduce the cost
of living. ‘Grocery manufacturers
will continue to do all they -can:
to bring this about. This is a job
in which all of us have a respon-
sibility. - The President and. his
Administration can be very help-
ful by creating a sane, long-range’
food policy under which the farm-
ers, the grocery manufacturers

and the distributors can operate
normally.”

High lights from the 1 946 Annnal Statement of
Tbe Chesapeake and Obio Railway Company

= AIS A EHPLOVEE

The 28,728 men and women who operate and
maintain the. C & O earned $89,931,737 in
wages during 1946, This was some 814 million
more than in 1945 and represents about 45%
of the railroad’s total receipts for last year . . .
Average annual wage was $3,131 . ., It is per-
tinent to point out that Federal, State, and
local taxes amount to $894 for each employee.

C & O's Personnel Resources Inventory is
now helping employees capitalize on their
special talents, experience, and ambitions. .. A
new suggestion plan is-adding to the earnings
of those who make significant contributions.

—~ ASASHIPPER

To assure increased capacity ‘and %eak effi-

ciency in freight hauling, C & O has ordered
40 new fast heavy locomotives; 1,000 new 70-
ton- roller-hearing. hopper cars; 1,000 - new
50-ton hoxcars; and is now requesting bids on
3,000 additional 70-ton hopper cars. Other

.. improvements embrace: Centralized Traffic

Control, grade revisions, and terminal expan-
sion. Seventy-three miles of new spurs, sidings,
and-branches were Jaid in 1946 to aid shippers.
New:lines are being projected into coal-pro-
ducing areas; the 27 new mines which began
operations in 1946 have estimated loadings of
3,000,000 tons in 1947.

Much coal originating on C-& O lines goes
to the highly industrialized areas served by
the New York Central Railroad. And many
manufactured goods originating in New York
Central territories find their way into C & O
communities. An affiliation of these two rail-
roads should add to diversification of traffic
and greatly benefit both of them. For these
reasons the Chesapeake and Ohio has, since

. the beginning of 1947, acquired approsimately

409,000 shares of New York Central common
stock.

QUICK 'FACTS OF 1946
1946 1945 | 1944
Operating Revenues. 193 203,217
-(Millions of Dollars) =~
Operaling Expenses..140 185 137
. -(Millions of Dollars) * = *
Operating Ratio.....72.3% 90.8% " 63.2%
Net Operating
Revenues iins53 18 80
(Millions of Dollars)
axXeS.aiai, 26 3 51
(Millions of Dollars)
Net Income......,...28 16 27
(Millions of Dollars)
Dividends............27 26 27
(Millions of Dollars)
Revenue Ton Miles... 26,844 - 27,252 28,743
(Millions) .
Rn;venue)l’erTon Mile0.64 0.63 0.64
nts
ages, €0 - g1 81 .
(Millions of Dollars)
Earnings Per il
Common Share..... 3.62 2.14 3.57
_(Dollars)
Taxes Per
Common Share..... 3.34 0.37
(Dollars)
Dividends Per
Common Share...., 3.50 3.43
(Dollars)
Times Fixed -
Charges Farned....5.02

 How G50 Operafions for 940 Affet You

— A5 AN FVESTOR

Despite nationwide shortages, fnining and
industrial strikes, and rising costs, C & O’s net

income for 1946 was $27 ,126,780, or $3.62 for -

each of the 7,657,354 shares of stock held by
88,187 investors. Fixed .charges were earned
5.02 times. Continuing its debt reduction pro-
gram, C & O has lowered its funded indebted-
ness by $4,075,000,

Chesapeake & Ohio is in excellent financial
health. Operating revenues for 1946 set a
peacetime- high--of ‘$193;407,931, of- which
$112,137,537 eame from ‘handling ‘coal and
coke. Current balance sheet shows total assets
of $616,799,914. Funded debt at year's end
totaled $200,906,000 and all other liabilities
$64,923,292, making total of funded debt and

* all other liabilities of $265,829,292,

—AS A SUPPUIER

C & O’s modernization and upkeep expendi-
tures will continue to .benefit communities
where suppliers’ plants are located . . . In 1946,
a total of $75,437,957 was spent for main-
tenance of way and maintenance of equipment
and for improvements to real property. Over
$50,000,000 of new rolling stock alone is now
on order. : :

= AS A PASSENGER

Long the nation’s leading advocate of improv- .

ing passenger sérvice, C & O has played impor-
tant parts in securing greater conveniences for
travelers in 1946, ‘“Pay-As-You-Go” and
credit card travel—hoth devised by C & O in

1946—went into effect in January 1947.C& O« ~

spearheaded the drive which won -through
passenger service in St. Louis and Chicago;
exposed and helped wipe out the “black mar-
ket” in sleeping-car reservations. ‘Young
peoples’ low-fare excursions were inaugurated
and more are scheduled.

In 1947, America’s most modern passenger
service will operate between Washington and
Cincinnati. Costing $6,721,293, the 'new
“Chessies” will.offer telephone service en route,
lending libraries, children’s playroom cars,
movies, news service; and many other com-
forts, conveniepces, and luxuries.

In"1946, the famous Greenbrier Hotel at
White Sulphur Springs was reacquired; now
being remodeled, it will open late in 1947.

Through active participation in The Fede-
ration for Railway Progress, the C & O will
work for the benefit'of those groups on whom
the future of American railroading depends—
passengers, employees, investors, management,
shippers, and suppliers. ;

CHESAPEAKE & OHIO RAILWAY

TERMINAL TOWER , CLEVELAND 4 040

i
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' CANADIAN PACIFIC RAILWAY COMPANY

Sixty-Sixth Arinual Report of the Directors of Canadian Pacific Railway Company, Year Ended December 31, 1946 (Abridged)

COMPARISONS AT A GLANCE

! 1946 1945
Gross Earnings $292,495,828 $316,109,358

Working  Expenses
(including taxes)

Net Earnings
Other Income 22,119,794
Fixed Charges ...____. 18,488,113
Net Incorie - S.&._ Y1 25134,131
Dividends* 21,307,682

Balance Available for
Modernization and
Other Corporate

271,652,778
20,843,050 -

280,055,024
36,054,334
15,106,957

. 19,547,129
31,614,162

21,781,500

3,827,049 9,832,662
Ratio of Working Ex-
penses to Gross
Earnings ...
Payroll Charged Work-
ing Expenses ..._... $140,874,155
Average Annual Wage
per Employee
Average Hourly Wage
per Employee 92¢ 85¢
*4 - per. cent, . on Pretérence Stock, and 5 per cent. on

Ordinary . Stock of which 3 per-cent. -was declared ‘after
the close of the year.

92.87% 88.59%
$133,592,959

$2,168

)

To the Shareholders:

“The year 1946 provided welcome opportunities for the
xe-establishment ‘by your Company of services which
swere suspended during the war, and for introducing
fwrther improvements in the field of transportation. The
aifficulties: which the transition period presented were
ﬂarge]y.surmounted. The ;Dominion enjoyed : general
~grosperity and the demand for rail transportation was
well sustained. ' /

“The distorted relationship between the price received
for transportation service and the prices paid for labour
and materials prevented your Company from earning
ithe reasonable return, which might have seemed assured
amder these favourable business conditions. -Although
gP0ss earnings in 1946 were 21 per cent. higher than in
1228, the previous peacetime record year, net earnings
wyere 61 per cent. below the 1928 net and represented
areturn of only 1.6 pericent. on the investment: in rail-
way property, compared with 5 per cent. in that earlier
peak year. It is necessary to go back to certain years
©f depression, or to the early days of your Company’s
wpgerations when gross earnings were well below $100
mllion, to find net earnings as low as those realized in
1946; and .there is no record of an equally low rate of
xeturn on investment.

¢Canadian freight rates, IOWer than those charged in
any other country in the Commonwealth, in Europe or
dn America, have remained virtually unchanged for
ampre than two decades. Throughout this long period

freight revenues earned by ‘your Company have aver-.

aged less than one cent per ton of freight hauled one
mile. On the other hand, progressive increases have
occurred in wage rates and material prices. As a result
«©f such increases since 1939, the costs of operation in
1946 were $57 million greater than they would have
been had prices and wages remained at their 1939 levels.
Because this situation imperils the ability of the railway
industry’ to continue to provide modern and efficient
'tmnsportation service, your ‘Cor‘n’pahlv in'association with
the other railways in Canada has filed with the appro-
priate rcgulatory bodies an application for authority to
make a general increase of 30 per cent. in freight rates,
with some exceptions. :

Fixed charges were reduced for the sixth consecutive
year, being $1,059,016 less than in 1945. There was an
improvement of $7,672,837 in income from investments
and in the earnings from ocean steamships and other

subsidiary operations. After providing for the four. per

«ent. dividend on Preference Stock, the earnings per

ghare on Ordinary Stock from all sources amounted, to -

#153 compared ‘with

: "\'f“_";"»“‘t"".l.: Ve %
. “The accounts’
.results for the year ended December 31, 1946:

;$‘1.98 in 1945 ‘and $2.21 in 1944,

gitized for FRASER
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.. Fixed Charges .

‘of, your .Company, show the followih'gv

Income Aceount

Gross Earnings
Working Expenses (including taxes)

$292,495,828
271,652,718

$ 20,843,050
22,779,794
$ 43,622,844
18,488,113
-$ 25,134,731
Dividends: i '
Pretference Stock ' G\ o T
2% paid August 1, 1946...2.._8 2,278,841
2% payable Februdry 1, 1947.. = 2,278,841
$ 4,557,682

Net Earnings
Other Income
|

Net Income

Ordinary Stock

2% paid October 1, 1946 6,700,000 .
: —_——— 11,257,682

Balance transferred to Profit and Loss Account $ 13,877,049

Profit and Loss- Aceount

Profit and ‘Loss Balance December ‘31, 1945

Final dividend of 3 per cent, on the Ordinary Stock, de-
g{)nrelgﬂf;rom the earnings of the year 1945, paid March

$262,712,828 .

10,050,000
$252,722,828

Balance of Income Account for the year ended
D ber: 31, 1946

Portion of steamship insurance recoveries repre-
. senting compensation for increased .cost of
tennage repla $.

Net exchange credit in respect of expenditures

for new steamships and steamship insurance
recoveries

$ 13,877,049

2,016,572

108,746
. $ 16,602,367
198,223

Deduct:

Miscella us—Net Debit

16,404,144

Profit and Loss Balance December 31, 1946, as per Balance
$269,126,972

(The final dividend of3 per gent. on the Ordinary Stock for the
year 1946 which was declared subsequent to  the end of the year and
is payable March 31, 1947, amounting to $10,050,000, is not deducted
from the Profit and Losgbalance shown above.)

Railway Operations

Gross Earnings in 1946 decreased $23,613,530 or 7.5%
from 1945. The year’s gross earnings have been exceeded
only three times, in 1943, 1944 and 1945.

Freight Earnings accounted for $218,550,608, or 75%

" of the gross earnings. They were $9,156,878 or 4.0%

lower than in 1945. Exclusive of earnings from grain
and grain products, freight earnings were 3.2% higher
than in the previous year, with the increases being re-
corded principally for such commodities as coal, paper, -
petroleum, fruits and vegetables and for less-than-car-
load traffic.

Grain handlings on your Company’s western lines
were 116 million bushels less than in 1945, and gross
earnings from grain and grain products decreased $14,-
532,736. As a result of the early exhaustion of the rela-
tively meager supplies of wheat provided by the 1945
crop, it was not until the 1946 crop had been harvested
that a large volume of wheat became available for
movement. By the time the crop began to move there
was also an increased movement in other traffic, which
put a heavy strain on the available equipment.

The volume of revenue freight traffic handled totalled
23,479 million ton miles, a decrease of 3,772 million from
1945. Revenue received for hauling one ton a distance
of one mile averaged 0,93c.. compared with 0.83c. last
year. The average haul decreased by 40.3 miles. These
two changes were the result, mainly, of the smaller
proportion of grain carried. Bl :

Passenger Earnings accounted for $45,380,645, or 15.5%
of the gross earnings. This represented a decline of
$11,47.3,652, or 20.2%, compared with 1945. The sharp
drop in revenues was due principally to the disappear-
ance of military traffic. Civilian travel was at a:very
high level, and a capacity business was handled during

- the tourist season. During the year the repatriation of

Canadian service personnel and the movement of their
dependents to Canada were virtually completed. In
halndling both of these your Company played a major
role, ; : } :

Sleeping, dining and parlour car, and. news-service
revenues all declined as a result of the decrease :in
passenger business. it g

A total of 15,583,990 passengers was carried:an -aver-
age distance of 136.4 miles, a decrease from the previous
.year of 12.2% .in the-number -of.passengers and. of 25.3
miles in the!average ‘passenger ‘journey. Revenue re-

- ceived ‘per passenger mile averaged 2.12-cents compared -

~with 197 cents in"1945, <~ > -

. which is used. in the examination of rails

JFreight Car Movement—miles per car day

Working Expenses . decreased . $8,402,246, - or .3.0%.
Wages and salaries increased $7,281,196. There was a
decrease in total hours worked but an increase of 2 cents
per hour granted to mainténance of way employees ef-
fective February 15, 1946, a further 8 cents to such em-
ployees and 10 cents to all other employees effective
June 1, 1946, added approximately $8,700,000 to the
year's expenses. Expenses  for -material and supplies,
taxes and other items decreased $15,683,442.

The ratio of working expenses to gross earnings was’
the highest on record, with eXpenses absorbing 93 cents
of ‘every dollar earned for railway service.

Maintenance Expenses. totalled - $109,691,600 for the -
year, of which $50,492,658 was for the maintenance of
way and structures and: $59,198,942 for the maintenance
of equipment. -These expenses were $8,463,608 less than -
in 1945 and represented 37% of gross earnings, the same
ratio as in the previous year. $

Track maintenance included the placing of 1,021,942
untreated and 2,144,095 treated ties, the laying of 511
single track miles of new rails and application of 16.7
track miles.of rock hallast. .The Sperry detector car,

for hidden
defects, covered 8,687 miles of track. A :

Complete overhauls were given to 729 locomotives,
26,489 freight train cars and. 1,169 passenger -train cars.
At the end of the year, 91.6% of locomotives and 97.8%
of freight cars were in serviceable condition, compared
with 90.9% and 97.4% respectively at the end of 1945.

Transportation  Expenses amounted to $117,897,963, an.

_increase of $3,172,602 over 1945. Chiefly as a result of

the smaller-volume of grain, in relation to other-freight,
the average freight train load declined from 1,790 tons
to 1,688 and other indices of operating efficiency were
affected similarly. The number-of passengers per train’
also decreased. The modification of controls which ex-
isted during wartime and which had necessitated the
full loading of cars, the increase in less-than-carload
shipments, the higher, proportion of: short haul traffic
and the widespread adoption of a shorter work week in
industry all combined to impair operating per_forma_nce
and, with the increase in wage rates and material prices,
to. raise the cost of transportation in relation to reve-
nues. Transportation 'expenses thus took 40 cents of
evety railway dollar as compared with 36 cents in 1945.
The falling-off in operating performance may be seen
from the following comparisons:

1945

1,790
33.7

28,873
482
16.1

138

1946
Freight Train Load—gross tons. 1,688
Freight Car: Load—tons

Gross Ton Miles per. Freight Train Hour

Freight Train Speed—miles per hour
Passenger Miles per Train Mile

Railway Tax Accruals amounted to $16,877,264, in-
cluding -a provision of $13,000,000 for Dominion Income
and Excess Profits Taxes, which was $5,200,000 less than
the 1945 provision.

Net Earnings amounted to $20,843,050, a decrease of
$15,211,284, or 42.2%, from 1945. ’I_‘hey repxjesented only
79, of gross earnings compared with 11% in 1945, 14%
in 1944 and an average of 18% in the decade prior to the
war.

.Other Income

Other Income amounted to $22,779,794, an increase of
$7,672,837.

The net earnings of ocean and coastal steamships in-
creased by $2,139,299, due principally to the gddltlopal
earnings derived from the five new Beaver ships which
came into service during the year.

While net earnings of your hotels in 1945. were the
highest up to that time, net earnings in 1946 were
$383,800 higher. The summer resort hotels, which had
remained closed during the war years, were all reopened
and enjoyed the largest trade in their history. A record
volume of business was done at your-city hotels and the
larger proportion of: civilian business resulted in
improved earnings. 5

- There was a decline of $214,671 in the net earnings of
the communications department, due wholly to increased
wage rates.

Dividend income ‘increased by $3,795,097. .Divide{xds
received  from The Consolidated Mining and Smelting -
Company of Canada, :Limited amounted to $7,150,6_25,"
and were at the rate of $4.25 per share,>compared with
$2.50:in 1945.;. An initial . dividend ~of $2.50 :per- share:
.was declared:on.the: Minneapolis, St..Paul & Sault Ste.:
Marie Railroad . Company-Voting Trust Certificates from
which your Company -received ($897,855. e =
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: oy ”AD\{EMISE‘MENT e
_Neét ':income trom,inberest,‘.éﬂ?change, separately. oper-
ated “properties - and - miscellaneous : sources . increased
$1,521,456.  There ‘was an-increase of $373,237 in interest

received on Dominion-of Canada Bonds, and a decrease .
of. $304,930 in .interest: received. on farm land contracts..

change account showed an improvement of $882,475
as a-‘result‘of the revaluation of the Canadian-dollar in
relation to the ‘currencies of the United' Kingdom and
the United States. ;

Fixed Charges
Fixed charges amounted to $18,488,113, a decrease of

$1,059,016 from 1945, The. principal item . contributing '

to this reduction was the -redemption of the Thirty Year
4% % Collateral Trust Gold Bonds for which provision
had been made at the end of '1945.

. The present.level -of fixed charges is more than $8
million below the 1938 peak. :

Net Income and Dividends
:Net income for the year was. $25,134,731, from which

dividends aggregating $21,307,682 were declared. These

comprised two half-yearly dividends on the Preference
~Stock of 2 per cent.each and dividends on the Ordinary
Stock of 2 per cent. paid October 1, 1946, and of 3 per
cent. payable March 31, 1947. At the time of the declara-
tion of the .last mentioned .dividend, your Directors
issued a statement which concluded as follows:

. “The Directors deem it desirable to point out that
this dividend of three per cent. making a total divi-
dend payment of five per cent. in respect of opera-
ations for the year 1946, is made possible only by a
considerable increase in the income from invest-
ments and in the earnings from Ocean Steamships.
- Fixed -charges have been sharply reduced but net

" revenue also was substantially reduced because of
the impact of large wage increases established in
1946 and because of increases in cost of materials
and supplies. Without the assistance from invest-
ments and Steamships the payment of a five per
cent. dividend for the year would have been impos-
sible. The Directors wish to add that future dividend
action must necessarily depend upon a material
improvement in railway revenues.”

Land Accounts

. During the year 212,170 acres of agricultural lands
were sold for $1,141,102, an average price of $5.37 per
acre. Included in this total were 175 acres of irrigated
Jand, sold at an average price of $28.83 per acre,

Cash received on land account totalled $5,469,187,
including $705,090 derived from-the leasing of coal, gas
and petroleum rights. Disbursements for land and irri-
gation expenses, including taxes, were $1,442,670 leav-
ing net cash receipts of $4,026,517, a decrease of $2,353,948
from the previous year.

Certain concessions to contract holders were again ap-
proved for the crop year 1946-1947. The assistance to
hholders of farm contracts since this policy was inaugu-

. rated in 1932 has amounted to $26,852,140.

* Balance Sheet

Total assets at the .end of the year amounted to
$1,622,445,668, an increase of $16,550,036 during the year,
“There was a net-increase of $31,459,345 in Property In-
vestment, -details of which are shown in a supporting
schedule to the Balance - Sheet,

Effective November 7, 1946, Boston -& Maine Railroad
and. your Company consummated with The Connecticut
and Passumpsic Rivers Railroad Company the arrange-
aments authorized in-Resolution adopted at the Annual
Meeting:in 1945.. -As part of the transactions, there has
‘been .included: under ‘the caption  “Improvements. on
‘Leased Property”$3,336,212 representing cost ‘to your
wholly :owned subsidiary, Newport-& Richford Railroad
“Company, -of 69 miles-of railway -extending from Wells
‘River, Vermont, ‘to the international boundary, o

During the year, certain inachine tools which had been

,used for.the production of munitions, and several exten-
sions to ‘buildings which had been made to your Angus
Shops in Montreal, were purchased from the Govern-
‘ment for $801,114, s .

Expenditures on five Beaver steamships, now in
‘service, totalled $8,541,793, and on steamships under con
struction $1,551,515, payments being made from the
Steamship Replacement Fund. The Great Lakes Steam-
ship “Alberta”, which had been in service since 1884,
‘was sold during the year, .

Current assets amounted to $139,681,085 and current
liabilities were $48,717,809. Liability for payrolls in-
«<luded $6,342,322 covering the retroactive portion of the
'wage awards which was paid on January 13, 1947,

Finance

In February, in accordance with ‘the terms of the
JLease covering the 3% Equipment Trust, Series F, 1943,
the total amount outstanding was prepaid. = A new
Equipment Trust, designated 2s Series F, 1943 (Re-
fundin'g),v‘was created (dated as of February 1, 1946) in
#he principal amount of $12,600,000.: ; The -certificates

* Trust, designated

' ADVERTISEMENT - R

* issued .thereunder ‘mature. in. equal, semi-annual instal- = |
ments: from' August: 1,71946; to February I, 1953, inclu-.

sive, -are'payable .in- United: States' currency, and bear
interest at 13% % per annum, ... ., . s 3

- In June, in accordance with the terms of Lease covern

ing the 215 % Equipment Trust, Series G, 1944, the total -

amount outstanding .was prepaid.-' A new Equipment
as Series: G, 1944 (Refunding), was
created (dated' as; of June 1, 1946).in .the principal
amount . of - $19,500,000.. The: certificates issued there-
under mature in equal semi-annual  instalments- from
December 1, 1946, to December 1, 1953, inclusive, are
payable in United States. currency, and bear interest at
1% % per annum. s i

The net amount of serial equipment obligations paid
during the year was $9,564,000.

During ‘the year, $540,0004% Collateral Trust Bonds,
maturing July 2, 1949, were purchased and cancelled,

The 5% First-Mortgage Bonds of your subsidiary; The
Algoma ' Eastern Railway . Company,
$2,226,500 maturing March 1, 1961, have been called for
redemption on March 1, 1947, under the terms of the
indenture. . At December 31, your Company had placed
this subsidiary in funds to' meet the call, ‘which funds
have been deposited with the Trustee for the issue,

The foregoing transactions resulted, in a reduction in
funded debt amounting to $10,104,000, the discharge of a
contingent liability of $2,226,500, and a reduction of
$943,000 in-the amotint of Consolidated Debenture Stock
pledged as collateral.

Pensiong

Charges to working expenses for pensions. amounted
to $6,995,794.. This includes your Company’s propor-
tion of the pension allowances paid during the year;
levies in respect of employees covered- by the United

S_tates RailroagoRetiI;%m%lt A}:t, and a special cont.ribt';- :
tion of $1,750,000 to the Pension Trust Fund to assist in R Ere Report was filed by the South Sheie Bambans

meeting the anticipated peak period of pension costs.

Wage Negotiations

In July, 1946, the National War Labour Board, acting
on applications by the organized employees of Canadian
railways for wage increases, referred the issues back to
the railways and their employees: for negotiation. Dur-
ing the course of these negotiationg your Company found
it necessary to withdraw because the existing level of its
earnings made it impossible to .offer any increase in
wage rates unless compensatory increases:in revenues

were assured. However, the Canadian National and the.

Ontario Northland Railways concluded agreements with
their employees granting them an increase of 10 cents
per hour, orits equivalent, retroactive to June 1, 1946,
and this agreement was approved by the National War
Labour Board. Your Company’s employees subsequently
made an application to the Board for an order directing
the same wage-adjustments as had been provided for
in the approved agreement, :

In its presentation to the Board your Company recog-
nized the long established practice of maintaining parity
of wage rates for employees of the principal steam rail-
ways, but urged its inability to pay increased wages and
the need for deferring any increases until effective steps
could be taken with the approval of the competent
authorities-to provide the additional revenues required.

Notwithstanding these submissions your Company was
directed to-increase. the wages. of its -employees” by
10 cents per hour, or its equivalent, retroactive to. June
1, 1946 ''The effect of this order was to add an annual
charge of approximately $15,300,000:to working expenses
on’ the basis of 1946 -employment.

Canadian Pacific Air Lines, Limited

The general improvement in traffic which your Air

. ;Lines. experienced in' the latter half of 1945 continued

in. the current' ‘year iwith  the  result “that’ operations

showed' a "net profit, after depreciation, of . $372,371.:

This compares -with a loss ‘of $308,066 in the previous
year,  The' important-factors-in -this improved showing
were the - continuance of ‘ greater mining “activities
throughout the country-and-the increased- operations of
the Survey Department.
sults of the subsidiary company—Quebec Airways Lim-

Jited—also contributed to the favourable showing.

The aircraft operated by your Air Lines flew a total
of 6,813,907 miles in revenue service during 1946, as
compared with 5,373,403 miles in the previous year.
Revenue passengers carried. totalled 175,461 as against
125,110 in 1945, freight transported was 16,514,741 pounds,

‘compared with 9,419,556, and mail amounted to 1,722,733

pounds, as compared with 1,253,537 pounds. The 1946
operating ratio was 95.3%, as against 107.3% in 1945.

During the year, an. arrangement was consummated
whereby all engine overhaul work will eventually be
performed by your Company at its railway shops in
Winnipeg.  Further economy has been effected through
the centralization at Stevenson Field in Winnipeg of air-
frame overhaul work previously performed at four
points—Winnipeg, . Edmonton, Montreal and Lac a la
Tortue, : i . ! ;

amounting  to :

The improvement in the re--

So0in .. ADVERTISEMENT

The Air Transport Board is éngaged in conducting an
examination: of .existing air licences in Canada. . Repre- |
sentations-have. been made to ‘the Board to protect the 3
interests-of -your Air Lines in those licences now oper-
ated.and which it.is considered should be retained. . In |
addition, “application:-has. been .made for licences to
operate certain additional routes. - .
Minneapolis, St. Paul & Sault Ste. Marie ;
e Railroad Cqmpany

On March 13, 1946, a dividend. of $2.50 per share was |
declared on the capital stock of ‘this Company,; amotint-.
ing to $1,797,760. - In.declaring the dividend, considera- '
tion was' given to the earnings for the sixteen month |
period from September 1, 1944 (date. of reorganization), |
to December 31, 1945. : )

Gross earnings of the Soo Line in 1946 vamoﬁnted to |
$27,970,148, a. decrease .of. $575,382 from the previous

year. Freight earnings were sustained to some extent

by the authorization of an interim increase of approxi-
matel_y 6.5%. in freight’ rates; effective July 1, 1946.
Working ° expenses. were: . $26,952,080, an increase of
$1,210,7845 attributable wholly to increased ‘wage ‘rates.
Net earnings of $1,018,068 - were $1,786,166 less than . in
1945. Net income for the year, after provision for fixed
and contingent charges, amounted to $154,188 compared
with $1,754,433 in the previous year, -

. The Wisconsin Central Railway continues to be oper-
.ated by the Soo.Line as agent for the: Trustees of the
Wisconsin Central. - A plan of reorganization which con-
templates a . continuance of the present operating ar-
rangements was issued by the examiner- of the Inter-
.state Commeljce Commission under date of August 1,
1946. Exceptions to the plan have been filed with the
Commission by the parties in interest, and it is expected
}h?t the Commission’s plan will be issued in the near
uture, sy :

The Duluth, South Shore & Atlantic Railway Compans'
The plan of reorganization referred to in. the  last

with- the Interstate Commerce Commission and the

Court, and a public hearing was held before one of the

Commission’s ‘examingrs commencing July 22, 1946, - His '
report had not been issued at the end of the year.

The changes affecting earnings and working expenses
referred to in connection with the Sao Line are also.
-reflected in the results of the South Shore.. Gross earn-
ings were $67,152 higher than in 1945, but working ex-
penses increased by $466,518, Net earnings for the year
were only $10,775, a decrease of $399,366 from the pre-
‘vious year.’ : : i

Improvements and Services

The service to patrons in branch line territory in cer-
-tain areas of Western Canada has been improved by the
inauguration:of a system of co-ordinated rail and high-
way truck transportation, - . :

The installation of automatic- block signals for a
further 242 miles -of single track added to the safety,
«capacity and efficiency of operation of important sections
.of your:-Company’s ‘line. The principal .installations
-were on the main line between Smiths Falls and Chalk

River and between Calgary and Lake Louise.,

New. rolling §_toék placed in. Servié‘e during the’ year
included 36 Pacific type steam locomotives and 14 Diesel

.switching - locomotives; 623 steel box ‘and -395 .50-ton

refrigerator, cars.. . Two .of the Pacific type: delivered to
your Company were: the first Canadian locomotives to

‘be- -equipped - with - all-welded . boilers “instead . of “the

standard riveted construction;

Your Company has. been represented in theOrient
since 1886 and with the re-opening during the: year of

-your offices at Hong Kong and Shanghai, a valued ‘can-
‘nection’ was re-established.” Considerablé - repairs -wére

necessary .at the office buildings in both cities. ‘Pending -
the resumption of Canadian: Pacific Steamship service
between the Pacific Coast of,,Canagia‘and, the Orient, the

‘staffs in your two agencies are engaged in handling en-
"quiries concerning passenger travel and freight' traffic.

. Development of Traffic - | - -

“.'The need for continuousbdeVe’lopment of poiéntia,l

sources of traffic, both freight and passenger, has always
been recognized by your Company. - As Canada expand-
ed industrially, the new. areas developed for this pur-
pose were serviced by appropriate trackage facilities,
while no effort was spared to provide existing business
with the best of service. Your Company’s 'Steamship
operations brought new traffic'to the rails.’ The agri-
cultural -branch, always keeping abreast of the latest
developments in the production of better crops, seeds
and livestock, made substantial contributions to the
growth of sound agricultural methods. Passenger traf-
fic was encouraged through the building of hotels and
the publicising of Canada’s advantages as a vacation .
land. ‘During wartime, however, these activities were’
necessarily ‘curtailed. )
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" With the end of the war. active solicitation of traffic
wag again undertaken and efforts have been redoubled
in your Company’s programme ‘of assisting in the devel-
opment of industry and natural resources. The results
in 1946 were noteworthy; 663 manufacturing, ware-
housing " and ' distributing  concerns -established or ex-
panded their ‘activities on your lines. A total of 34.7
track miles of sidings was constructed for the use of 242
of these businesses. Production of raw matengls was
commenced by 35 new firms on:your Qompanys lines
while 39 industries previously established expanded
their production materially. -

On the north shore of Lake Superior, where only a
short while ago there was wilderness,. extensive plants
have been built for the production of chemical pulps,
and such new towns as Marathon and Terrace Bay have
been founded. These communities and their plants.are
served exclusively by your Company, '

A large-scale advertising programme, featuriqg full-
colour advertisements in leading American periodicals
as well as a wide. coverage of Canadian newspapers and

magazines, again directed attention to your Company’s

complete transportation services. As has been noted,
the tourist season brought capacity business to both
your rail lines and your hotels.

Steamship Replacement

During 1946 your Company’s ocean fleet was aug-
mented by the addition of five ships—Beaverdell, Bea-
.verglen, Beaverlake, Beaverburn and Beaverford. The
first three of these ships were specially designed and
built for your Company, for {reight service between
Canada and the British Isles. Beaverburn and Beaver-
ford were purchased from the Government of the United
Kingdom in May for operation in the Pacific but have

been placed .temporarily in the Atlantic service. These
two vessels were completed in 1944 and have the same
general dimensions as the other Beavers, but different

-cargo handling arrangements.

The fivé Beavers combined carried 216339 tong of
cergo to the United Kingdom during the year and re-
turned with 64,252 tons. )

The Beavercove, fourth of the Atlantic Beavers, was
launched July 16, 1946, and is expected to commence
‘service in the early summer of 1947,

The Duchess of Richmond, to be renamed Empress of
Canada, is undergoing overhaul and reconditioning after
extensive service as a troop transport. She is expected
‘to return to the Atlantic service “in May, 1947, with
added speed and improved accommodation for the coni-
fort of passengers.

- The Duchess of Bedford has been retained. by the
"Admiralty in transport service longer than had been
_anticipated but her release is expected at an early date.
She will undergo overhaul and reconditioning before
returning to regular service. : )

On August 2, 1946, the Princess Kathleen returned to
Victoria, B, C., for overhaul and reconditioning, after
five years of war service as a troopship. It is expected
she will resume regular operations in the British Colum-
bia Coast Steamship Service in the early summer.

At the end of the year, preliminary work on the two
passenger steamships being constructed for the British
‘Columbia Coast Service was well in hand. They are to
be delivered in 1948, =~

: Capital Approp'riati;:ms

In anticipation of your confirmation, capital appro-
.priations in.addition to those approved at the last:Annual
Meeting were authorized by your Directors during the
year in the amount of $1,514,798. A :

‘ Your approval will be requesed also for capital ap~
propriations of $30,489,352 for the year 1947, The prin-
cipal items are as follows: s ;

Additions and betterments to stations, freight she}ls, coaling
. 8nd watering facilities and engine houses

L2pla and enlar
form

Tie plates, rail anchors and miscellaneous foadway better-
ments ; ;

Deplacement of reil in main line and branch line tracks
with heavier section 2

Iastallation of automatic signals .

Z.dditional terminal -and side-track accommodation
£dditions and betterments, to shop machinery. ... ...
New rolling stock 2 .
Additions and betterments to rolling stock_-

Additions and betterments to communication -facilities_. _.

! $ 924,702
t of structures in permanent

214,838

1,118,763

134,422

© 792,206
196,567
148,617
25,158,898
1,106,267
“'620,818

The appropriations for new rolling:s;tbck.make_ VpAro'—

vision for 13 Diesel switching locomotives, 8,345 freight

train cars and 26 passenger train cars,-. i v
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L 5 .‘ Dil_"é‘cftb'xfé,te\ A S
.- Mr. Louis L. Lang was appointed a Director: to 'fi]lf_the
vacancy created by the death of Mr; Selwyn G. Blaylock
and Mr. George A, Walker, K.C., Vice-President of your
Company, was appointed a member of the Board to suc-

ceed ‘Mr. Morris W.' Wilson, C.M.G. “Hon. F. Philippe
Brais, C.B.E., K.C,, was. appointed a Directorin" place
of the late Mr. Aime Geoffrion, K.C. ' v

Mr. George A, Walker, K.C, and Hon..Charles A,
‘Dunning, P.C., were appointed members of the Execu-~
tive Committee of the Board to succeed Mr; D. C. Cole-
man, C.M.G., resigned, and the late Mr. Aime Geoffrion,
K.C., respectively. - 2
.+ After the close of the year'Mr. D’Alton  €.: Coleman,
C.M.G., Chairman and President of your Company, ex*
pressed his desire to retire from active service on Feb-
‘ruary 1, 1947, His request was acceded to w)ith regret.
Mr, Coleman resigned, as of the date nameéd, as a mem-
‘ber of the Executive Committee but your Directors are
‘gratified that he continués as a- member of the Board.

Your Directors record that for a period of more than
forty-seven years Mr. Coleman, by his sound and prac-
tical knowledge of railway operation, and his executive
ability, rendered outstanding service to your Company.
After oceupying ‘successively higher positions - in the
Operating Department of the railway from .those . of
junior grade to that of Vice-President of Western Lines,
he wag called to Headquarters in. Montreal in .1934. as
Vice-President of the Company and appointed a Director
and a member of the Executive Committee of the Board.
In 1942 he was elected President and, in the following
_year, Chairman and President of your Company; in these
capacities he was responsible for the chief directional
control of your Company’s vast and varied contribution
‘to the war effort.

" Mr. W. M. Neal, CBE, Vi

PR B,

“/ pany and a’Director and ‘m

Semiaa i s sk Thursday, April 117,:1942 -

R e
Vice-President of your.
and ‘member-of the Executive Com=
mittee of the Board, was elected. Chairman ‘and 'Presi=
dent eftf_eqtive February 1, 1947. - R e e

- 2

: Thé i_Ynderrﬁentiohed Directors. will retire from office
at the approaching Annual Meeting. “They are eligible
for re-election: ) G5 e S A ]

Mr. Edwin' G: BaKer d
Mr. Louis L. Lang: -~

Mr. Howard P. Robinson

Mr. Rokert C. Stanley -

Officers and Employees - .- - .
“The work of the Safety Bureau and Safety Agents.has -
been intensively- directed -toward. prevention' of train -
accidents and personal injuries, Further improvements
were made in the operation of the Employees’ Suggestion .
Bureau, as a result of which a.substantial increase:in
suggestions wag obtained, with a:corresponding gain in
the ideas it was found possible to use. 5

Before concluding this . Report your Directors agairf
desire to record. their sincere appreciation of the con-
tinued loyal cooperation of officers and employees in all

branches of ‘the service;”whichis -so essential ' to your *
Company’s welfare; : o

For the Directors, :
W. M. NEAL,

President.

‘Montreal, March 10, 1947.

|

}
3 ASSETS

PROPERTY INVESTMENT:
Railway, Rolling Stock and Inland
Steamships
Improvements on Leased Property-

Stocks and Bonds—Leased Railway
C ies -~ 134,170,939

43,950,819

$ 855,594,043
105,533,177

Ocean and Coastal Steamships._--

Hotel, Communication and Miscel- -
laneous Properties 97,780,479 d
- $ 1,243,029,457

OTHER INVESTMENTS:
Stocks and Bonds—Controlled Com-
panies __ :
Miscellaneous Investments

Advances to Controlled and Other
Companies

Mortgages Collectible and Advances
to Settlers

Deferred Payments on Lands and
Townsites

Unsold Lands and Other Properties

Unexpended Equipment Trust De=
posit, .

Maintenance Fund

Insurance Fund

Steamship Replacement Fund

70,319,542
46,805,482

1,346,430

14,041,912

5,614,623 .
25,200,000
11,789,329,
39,275,550

. 233,967,913

CURRENT ASSETS:
Material and Supplies—.—..
Agents’ and Conductors’ Balances.
Miscellaneous-Accounts-Receivable.
Dominion’of Canada Securities...-
Cash e

34,981,234 .
12,800,272
14,023,405
31,861,000 :
46,009,174 ,
- 130,681,085

UNADJUSTED DEB‘TS:
Insurance Prepaid - z----cco----$
Unamortized Discount on Bonds_.
Other Unadjusted Debits.

247,983
4,556,321
962,909:

5,767,213

$ 1,622,445,668

TO THE SHAREHOLDERS,
CANADIAN PACIFIC RAILWAY COMPANY:

with the bhooks and records_of the Company.

in safe custody for the Company.

. ‘the Company. . )
*.. Montreal, March 7, 1947, .

T s ity i p b sl o v

' CANADIAN PACIFIC RAILWAY COMPANY
. General Balance Sheet:, December 31, 1946

'FUNDED DEBT _.

'DEFERRF) LIABILITIES:

'RESERVES. AND UNADJUSTED CREDITS:

We have examined the above General Balance Sheet of the Canadian Pacific Railway ,Company. as-at December 31, 1946,
the Income and Profit and Loss Accounts for:the year ending. on that date and-other related schedules, and: ?xave compared- them -

The tecords of the securities owned by the Company at December 31, 1946, were verified by an examination of those secur-
ities which were in the custody of its Treasurer.and by certificates received from such depositaries as were holding securities

.~ Inour opinion the General Balance Sheet, Iﬂcpme and Profit and Loss Accourts and the other related schedules are properly
drawn up S0 &s to present fairly the financial, position of the Company-at December 31, 1946; and. the results of. its operations for.
the-year then ended according to the best of our information snd .the explanations given to us and as shown by the books of

LIABILITIES

CAPITAL STOCK:

Ordinary Stock

Preference Stock
mulative

$ 335,000,000
Non-cu-
137,256,921

$ 472,256,921
PERPETUAL 4% CONSOLIDATED
DEBENTURE STOCK
Less: Pledged . as collateral to
bonds and eguipment obligations 30,636,500
; ’ ————— 295,438,229
83,565,000

$ 326,124,729

CURRENT LIABILITIES:
Pay Rolls
Audited Vouchers
Net Traffic Balances
Miscellaneous Accounts Payable__ -
Accrued Fixed Charges

. Unmatured Dividend Declared.__.
Other Current Liabilities

$ 12,728,003
8,375,608
3,387,007
8,496,302
1,031,995
2,278,841

12,420,053

—————— 48,717,809

Dominion Government Unemploy-
ment ‘Relief

Miscellaneous

1,447,223

4,239,047

Maintenance Reserves—_—.__— s $ . 25,200,000
Depreciation - Reserves. 302,224,698 :
Investment Reserves . % 3,363,502
Insurance Reserve . 11,789,329
Contingent Reserves. 75;188;998
. Unadjusted Credits -— - 6,024,992

.. 353,791,519

‘PREMIUM ON CAPITAL AND

"“DEBENTURE STOCK _| 2
LAND ' SURPLUS 60,851,609
[PROFIT AND LOSS BALANCE.—Z. .7 .- - 269,126972.

8 1,622,445,668

34,458,562

ERIC A, LESLIE

Vice-President and Comptroller.

“

PRICE, WATERHOUSE & CO,, '
D ‘Chartered Accountants. -

sl ;,;",/
your Com= < .7
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gium's Progress.

' By HERBERT M. BRATTER = * °

- Belgian financial official cites favorable factors in :his country’s
i situation, as' expanding ‘production, decreased ‘rationing, rise in !
-~ domestic bond market, increase in gold holdings, and. strengthening - j

. of currency. - ;

.\ Visiting Washington on his fourth trip to ‘America within two'
_:7 years, Mr. Maurice Frere, Governor of the Belgian National Bank,'

oo

Governor of the World Fund and®

“Alternate Governor of the World
‘Bank, expressed himself as versy
‘gratified over the economic and
financial progress made by Bel-

. gium during the past year or so.

"Mr. Frere, who is also Chairman
‘of the 'board of directors of the
.Bank " for International Settle-
ments, is accompanied on this
.visit by Mr. Roger Auboin, Gen-
eral Manager of that institution,

Future of BIS

Asked to comment on the fu-
‘ture of. the BIS, Mr. Frere told
“this correspondent: “We have had
some talks about the BIS here.”

By coincidence, Mr, Frere’s trip
‘coincides with the announcement
.of the resignation from the World
Fund of Dr. Harry White, U. S,
_Executive Director who, during
.the war, was an outspoken critic
‘of the BIS and actively pushed the
resolution of the BW conference
which sought the liquidation of
the BIS as soon as possible. At
that time the President of the BIS
was Mr. Thomas H. McKittrick,
now Vice-President of the Chasz
National Bank. s

Mr. Frere confirmed that.the
-World Bank has made some use
~of BIS research facilities since its
.inception last year and gave the
.impression that the  BIS would
~willingly render the Fund and
Bank any services within its
power, = - )

- ; Questioned about Belgium’s

.- borrowing plans, the eminent Bel-

.gian financier stated that, while
_his country had been studying the
possibilities both in  Washington
:and Wall Street, Belgium is under
.no. pressure to seek a loan at this
time,

. "On the subject of the Belgium-
.Netherlands-Luxemburg  Union,
.Mr. Frere said that, although there
-is ‘a Belgium-Luxemburg - mone-
-iary and customs union, there is
-mo ‘financial tie-up between Bel-
-gium and the Netherlands, either
-existing or-contemplated. Amal-
‘gamation : of the florin .and the
Belgian franc has not even been
diseussed, Mr. Frere added, nor is
there likely to be a singlé cur-
rency so long as there are sepa-
‘rate political sovereignties, any
amore . than parity between the
. S. and Canadian dollars means
"dhat there is a single currency.

The Florin-Guilder Relationship

At present there is no parity be-
tween the florin and the guilder;
“Nor is there identity between-.the
-official and unofficial exchange
rates. As expressed by Mr. Frere:
"« have stated to my Dutch col-
“leagues, ‘The day you have stabil-
'4zed the florin and freed from all
controls your financial transac-
tions with the whole world, with
the result that there is no longer
‘@ difference between: the official
‘mnd  the free-market  exchange
-rates, we may begin to study a
'=single currency for the two coun-
Shortly 'a’ tariff union be-
-tween Belgium. and Holland is to
‘become effective, but this will

‘thave no direct effect on -my field

“of  interest—central - banking and
:currel_ucy.”

The Belgian Political Situation
‘ - In response to questions, Mr,
Frere told the writer that the
present Belgian Government has
‘@ strong majority, the largest in a
Jong time." The Belgian franc is

‘'rather strong, as indicated by the

~test of free-market “rates, : In
: Switzerland, for example, the Bel-
' gian franc has been rising steadily.
.“The'official parity is 43.80 Belgian
‘ francs per U. S. dollar. -Today 'the
-free-market rates for ‘dollar notes
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in- Belgium is:50 to 51, whereas a
year ago it was 75 to:80. . The
pound, on the other hand, is:in'
Beligum’s free market. quoted at
145-150  francs, ‘Mr. Frere  said,
compared 'with parity.“of* 17634
francs. : ; Py

Belgium’s general economic sit-=
uation is good, the Central Bank
chief stated.

‘The Government’s effort . has
been to bring prices down, “and

‘| we have held them,” Frere stated.

“We are trying to  controf
credit,” he continued. “We must,
keep pace with increases in pro-
duction. Production has been ex-
panding. In one year it has gone
up abput 50%, but since consump=
tion has not increased during this
period, a bigger share of our out-
put is available for- export,” Pro-
duction of textiles is ‘above the
prewar rate, and in iron and coal
and most other. industry is-about
80%,_of prewar, g :

‘‘Belgium thus far has not done
much. to assist in the ‘repair of
war damage, as we have had no
materials for .this purposz, -We
want to finance recohstruction-as
much. as possible through ‘internal
loans. In recent months the-do-
mestic market. for government
bonds has been improving. If we
do have to apply for foreign loans,
we want to limit .our borrowing
reasonably in proportion to our
capacity to repay. The -main
weight of reconstruction we. must
carry ourselves,

“The Government wants to ad-
here to a.sound financial policy
and a-sound currency. Today our
currency reserves are about 50%
of the note issue.

Internal Rationing Reduced

“Rationing in Belgium has been
reduced to very modest propor-
tions. It is 'still used for bread,
meat, butter and sugar — but all
other items are now unrationed:
shoes, clothing, textiles.. Food ra-
tions on the whole are quite large;
and fish and mutton, I might men-
tion, are unrationad.

“Under the present agreement
with the UK,” Mr. Frere observed,
“Belgium can obtain dollars by
offering sterling. But in the field
of foreign exchange we must go
ahead towards more liberty. For
example, in the matter of the trans-
portation of notes across-the bor-
ders, our policy is never to be
more strict than other -countries.
Thus, when the UK raised the im-
port limit on sterling notes to-£ 20,
we fixed our export-limit to cor-
respond.” Indicative of Belgium’s
strong currency position, Mr. Frere
cited the reserves. of 38 -billion
francs against a note issue of about
75 billions on March, 20: Of the
38 billions, about 28 billions were
gold, held.in various places.. The
gold reserves have increased, not-
withstanding the BW participation
of 2.46 billions-in gold.

N.Y. Curb Exchange
Appoints Really Comm.

The New York Curb Exchange
announces. the appointment by
Francis Adams Truslow, President,
of a special committee to be
known as the realty. committee,
with David U. Page as Chairman,
Other members of the committee,
which will administer' exchange
realty and building operation and
maintenance ‘matters, include
Charles M. Finn, Fred C.:Moffatt,
Frederick J. Roth, Wm. B. Stein-
hardt and Edward C. Werle. Wil-
mont H., Goodrich has, appointed
dire%tor of the building  depart-
ment. -

Curb Exch. Realty Assoc. |

Jr.Uwas

.elected  direetors t6 serve three-i
yearerms. ' !

Elects:New Officers
+David | U. " Page “has "been re-
elected president of the New York'
Curb’Exchange Realty Associates,’
Inc.,tit’ is’ announced.. William' A.|
Steinhardt was elected vice pres-!
ident”and" ChristopherHengeveld !

Street. .

/i With Merrill Lynch Firm'
a1 LOS ANGEI_:ES, CALIF, — Ed-
ward M. Skowrup is now affili-
ated .with Merrill Lynch, Fierce,

Fenner & Beane, 523 West Sixth

Hﬂé_nry“R. Mathias Promoted
By McGraw-Hill Pubs,

Henry R. Mathias, sales man-
ager for the McGraw-Hill. publi-

cations, “Coal Age” and “Engi-
neering and Mining Journal,” has

r...was_ re-elected ' secretary-:
treasurer. Frederick J, Roth was!
appointed to -serve as assistant]
treasurer for the next year. - Mr.!
Roth “and Mr. Steinhardt were!

New Issue for Duffy
BOSTON,  MASS.—Jim " Duffy,
Paine, Webber, Jackson & Curtis,
Boston, Mass., announces the ar-
flrival of Jimmy Jr., 7 lbs., April 1.

been "appointed general managex
of those publications, ‘

McGraw-Hill since 1943, and pre-
viously, had been with the Stand-
ard Oil-Company “of Indiana‘ for -
19 years. He is a graduate of’ th
University of Illinois. e

i

THE NEW YORK CENTRAL RAILROAD COMPANY

EXCERPTS FROM ANNUAL REPORT—FOR THE YEAR 1946.

Review of the Year:

For the New York: Central the year was one of
“profitless prosperity.” The volume of our freight-
traffic exceeded that of any previous:peace time
year. Passenger traffic was never greater except in
the war years 1943, 1944 and 1945. Despite this
record of performance, the year's operations re-
sulted in:a deficit of $10,449,268. Had we not been
able to avail ourselves of “carry-back” tax credits,
the .amount of this deficit. would have been
$31,591,568. 1 | T
.'We do not have to look far to find the reasons. -
The rates and fares which we were permitted to
charge produced average revenue;only 10 per ‘cent
above the 1939 level for transporting a ton of;
freight a distance of one mile, while the average'
revenue for transporting a passenger a distance of
one mile declined almost one per cent. By contrast,
the cost of wages, materials and supplies during the
'same  period  increased more than 50 per cent.

Throughout the: year greatly 'disturbed labor
conditions in most-major industries, including the
railroads, seriously. interrupted the orderly flow of
freight traffic, contributing to the difficulty of
handling efficiently the great volume which made
up the year’s business. These same conditions,
'delaying the delivery of new passenger and freight
cars and locomotives, as well as other materials
urgently required in the improvement of plant and
facilities, retarded -the development of high stand-
ards planned in' New York Central service.

As the New York Central is engaged in a vital
public service, it is the purpose 'of this report to

-present. the story of our operations for the year

1946 for the information not only of stockholders,
but ‘of’employes, security holders and the general

pu_bliq as well.
In the Public Service

To-serve the public adequately in the field of
transportation is the principal objective of our
business, Management recognizes that it must pro-
vide ' progressively better transportation at' the
lowest possible. cost to the public. Our record over
the years demonstrates adherence to this aim.

In:1946 the average revenue for transporting a
ton of freight a distance of one mile was 1.02 cents,
while ‘the average revenue for transporting a
passenger a distance of one mile was 2.10 cents.

During the last fifteen years the average revenue
per-ton mile for movement of freight has varied
but slightly from year to year, the average for the
full-period ‘being -9.24 mills. During this same
period the average revenue per passenger mile has
shown a-downward trend from a high of 2.64 cents
in 1932 to 2.10 cents in 1946, the average over the
whole period being 2.07 cents. Contrasted with the
costs 'which the-public' must pay for other things,
this-record is noteworthy, .

Freight traffic in 1946, measured by the number
of tons moved one mile, totaled 40,215,577,150 ton
miles, or 9.3 per cent less than in the previous year.
Passenger traffic, measured by the number of pas-
sengers carried one mile, was 7,046,346,183 passen-
ger miles, or 19.8 per cent less than in 1945,

Total operating revenues were 5.7 per cent lower
than in 1945. The decline in freight revenue was
2.3 per cent and in passenger revenue 12.6 per cent.
Other operating revenue declined 10.3 per cent.

Railway operating expenses were lower than in
1945 by - $22,329,477, or 3.8 per cent. Operating
expenses for 1945, however, included abnormally
heavy. amortization charges. Excluding amortiza-
tion charges from the accounts for both years, other
expenses of operation showed a net increase in 1946
of $33,370,896 after taking into account an increase
of approximately $68,000,000 in the cost of labor
and materials. )

Railway tax accruals totaled $45,095,709, of which
$22,801,651 were payroll taxes for retirement and
unemployment  benefits « to. employes. Recent
amendment of the Federal act imposing these
taxes substantially increases the rate’ payable in
1947, After credit amounting to $21,142,300, which
we were enabled to take for a certain proportion
of Federal income taxes paid in previous years, .
the net’ amount of railway tax accruauls for the
year was .$23,953,409. No further credit in this re-
spect will be available. , j

Throughout the years the aim of the New York
Central has been toward ever higher standards of
service fo the public. The accomplishment of the-

‘huge wartime: job of the railroads necessitated,

however, some inconvenience to'the public and we-
are appreciative of the tolerance with which this
was accepted.
- Our plans are again pointed to newer and higher
standards of public service. Following compreheri~
sive studies of the situation, the New York Central
as far back as 1944 began placing orders with
manufacturers for new_passenger train cars in its
progiram to modernize its great fleet of passenger
trains. Orders placed then and subsequently calk
for a total of 720 new cars, enough completely to
re-equip 52 trains, at an estimated cost of $59,000,~ -
000, Included are sleeping cars, coaches, dining
cars, lounge cars and baggage cars, all designed to-
give superior modern service. At the end of the
year, 196 of these new coaches and 29 baggage cars
had been received and placed in service, v
Freight train cars available include many thou~
sands of modern designs and construction. Since the
end of 1941, 14,027 new cars, costing $42,120,689
and having an aggregate carrying capacity of 814,~ *
584 tons, have been placed in service. Among these
are boxcars equipped with high-speed trucks and
brakes, loading devices and other features for ex-
pediting freight service, and hopper cars with pro—
tective covering for the economical movement in
bulk of cement and. other commodities usually
packaged for shipment. At the end of 1946 we hadk
on - order . with manufacturers 2,000 additionak
freight train cars, estimated to cost $8,740,000.

Our Generator—Invested Capital = °

The :New York Central has always fully dis~
charged its obligations to those investors from
whom it borrowed money. The rates of interest
paid for the use of this money have not been high.
‘Currently the average annual interest on our bor=
rowings is at the rate of 3.7 per cent. :

The steady reduction of the outstanding debt’ of
the Company and its lessor companies ¢ontinued in
1946, despite the necessity of .financing sizable
acquisitions of new equipment and further ex<
penditures in connection with the grade crossing
elimination program in New York State. The gross
reduction during ‘the year in bonds, equipment
trust certificates and other capital obligations i
the hands of the public and in amounts payable
to the State of New York on account of grade
crossing elimination, ‘totaled $24,583,195. Partially
offsetting this reduction were the issue and sale of
$17,700,000 of equipment trust certificates, repre~'
senting a part-of the purchase price of new equip-
ment,’ and further advances of $691,730 by New
York State in connection with elimination of grade
crossings. Thus, at the year’s end, total debt repre~
sented by capital obligations outstanding of the
Company and its lessor companies, was $849,222,-
067, compared with $855,406,532 at the end of 1945,
a net reduction of $6,184,465. :

Since the end of 1932 there has been a net re—
duction of $259,585,886, or 23.4 per cent, in the
total outstanding amount of capital obligations of
the' Company and its lessor companies. Interest,
computed on an annual basis, on such’ obligations
outstanding at the end of 1946, was $14,584,895 less
than on those outstanding at the end of 1932, a re-
duction of 30.8 per cent. ; :

The stockholders of the Company in many years’
have failed to receive any dividends whatever. The
total amount paid to them in dividends since 1931
would be equal to a return of only three-tenths of
one per cent per annum upon the investment: in
capital stock plus the accumulated surplus which
has been retained in the business.

It is quite apparent from the record that the
benefits growing out of the large sum of money
invested in the New York Central have accrued
largely to the public in low-cost transportation and&
to employes. in better wages and working condi~
tions, On the other.hand, the meagre return to the
stockholders suggests strongly the need for a better . .
balance in this respect. Public policy largely gov~
erns this situation. ;

For ' Comparative Income Account, Balance Sheet, etec., soc.
Statistical Issue of Chronicle dated April 21, 1947, 3

“Mr,  Mathias has been with - i
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Bank and Insurance Stocks

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

The bank stock market has been"antici

12.7%. Since April 1,
be released, the decline has

By way of comparicon, high grade

since early January, from

industrial stocks, as measured by

the Dow-Jones Industrial ‘Average, have moved from 177.20 on
12-31-46 to 173.43 on April 11, a decline of only 2.1%.

First quarter earnings for 1947 vs. 1946 of 17 lea
the accompanying tab}’ugtion:

—— Pirst Quarter Net Earnings (Per Share)—
1946 1947

City banks are shown in

—1947—

. Total
Secur, 0

Oper.
%

Bank of Manhattan--
Bank of New York..
Bankers Trust
Central. Hanovery -
Chase National
Chemical Bank- & Tr.
Commercial National-
Continental i
Corn Exchange .
First National
-Guaranty Trust ...
Irving Trust - :
Manufacturers Trust-
#National City

New York. TFrust...-." 2

sIncludes City Bank Farmers Trust.

" Earnings of all but five are as
indicated by balance sheet changes

. between 12-31-46 and 3-31-47, in-

clusive of dividends, but exclud-
ing. funds transferred or credited
to reserves. Five banks reported
net operating earnings and net
security - profits, viz:~ Chase Na-
tional, Chemical, Guaranty Trust,
National City and New ' York
Trust. The average ' decline in
total or indicated earnings per
share of the 17 banks from -the
first quarter of 1946 is approxi-
mately 16%. !
However, several of the banks
have maintainéd their * earning
rate remarkably well, For exam-
ple:’ Chemical, with 88¢ vs. 90¢;
Corn, with $1.25 vs. $1.33; Guar-
anty, with $5.60 vs. $5.43; Manu-
facturers, with $1.16 vs, $1.21; Na-
tional City, with $1.17 vs. $1.27,
Public, with: $1.06 vs. $1.11; and
U. S. Trust, with $9.10 vs. $9.22,

~The " average ~decline  for ‘these’

seven_ banks is only 3.4%.. 7
“Bank"' of "Manhattan,” ‘Bankers
Trust; ;. Chase,: .Continental; First
National and New York Trust, on’
the other hand,: show the largest
drop, their average decline be-

ing 33.6%.

The last two coiumns  of the

r Secur.
Profits Indicatéd Oper, Profits Indicated Rate
$ $ 8 $ $ ‘$

", Total Projected -
or Annual ' Div.
Rate
$

9.10

table show the current quarterly
earnings projected as an annual
rate, compared with the present
annual dividend rate. In the case
of the five banks which report a
break-down of earnings, net op-
erating earnings alone are con-
sidered and security profits ig-
nored; in all other cases “indicated
earnings” have been projected. It
will be observed that only one
bank, First National, failed to
cover its dividend the first quar-
ter of the year, whereas in 1946
it covered it by nearly 30%.

An outstanding situation is that
of National City Bank (combined
with City Bank Farmers Trust),
which reports net.operating earn-
ings only 4.5% lower than a year
ago. National City alone, how-
ever, had higher net operating
earnings by approximately 2.5%,
viz: $4,542,181 compared with $4,-
435,852 a year ago, or 73.5¢ vs.
715¢;. but’ City Bank Farmers
Trust’s ' net 'operating - earnings
dropped - from  $495,683 to $166,-
569, It is-of interest to note the
following = changés in National
City’s sources of earnings for the
two quarters:

Earnings Coﬁpdrison':

Fire 8 Casualty
Insurance Stocks
, i 19‘5'“

! Circular on Request

Laird, Bissell & Meeds:

Members  New York BStock*Exchange’'
12¢ BROADWAY, NEW-YORK 5, N. ¥.
-+ 7 Telephone: BArclay 9-8500.. " " -
. ...Bell Teletype—NY. 1-1248-49 .
(L. A. Gibbs, Manager Trading Dept.)|

NEW JERSEY
SECURITIES

.: 5 & . A.
-, S. Rippel & Co.
" Established 1891

18 Clinton'St., Newark 2, N. J.
- MArket. 3-3430 :

v

. N. Y, Phone—REctor 2-4383 "

pating -and discounting
poor first quarter reports for many months. "The American. Banker
Daily Index has been steadily declining
44.8 on Jan, 6 (it was 44.3 on 12-31-46) to
when the bank s

39.1 on April 11, a-drop of
tatements were beginning to
peen from 40.8 to 39.1, a drop of 43%.

ding New York

| Greece,

I

BOSTON 8
90 Post Office Square

HUBsanp 0650 '~

CHICAGO 4
231 S. LaSalle Street

PRANKLIN 7538
CG-105

Providence,. Enterprise 7008

Asaddh MARKETS IN
-~ - BANK and INSURANCE STOCKS

~ GBUER & 00

- NEW YORK 5: 67. Wall Street. -
 WHITEHALL 3-0782 NY 1-2878

' PRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO,
CLEVELAND, PHILADELPHIA, LOS ANGELES, SAN FRANCISCO
_ TELEPHONES - T0: Hartford, Enterprise 6011

LOS ANGELES 14  SAN FRANCISCO 4
413 West Sixth Straet -~ Russ Building

MicMian 2837 SUrren 6867
LA1086 8F-573

Portland, Enterprise 7008
Detrolt, Enterprise 6066

1946

$
3,772,566
10,175,714

Interest on ioans-----
Interest on' securities-.
Other operating earnin

2,861,206 :

1947

$
4,500,363 + 127,797
8,988,663 ' —1,187,051
4,047,743 “ 41,186,537

e Ch AN G e
o

/”o
+19.3
—11.8
+41.5

16,809,486

The third item is reported to
include net earnings of foreign

branches, but how large a factor,

these constitute is not' stated.
Total “Current Operating Ex-
penses” increased by $620,954, or
48%, from $12,373,634 to $12,-
994,588, Payroll charges rose from
$4,574,245 “to ' $5,395,285, an " in-
crease of $821,040, or 18%. This
payroll increase was larger than
the increase of total operating ex-

penses and appears to indicate a:

betterment in  the bank’s overall
efficiency, of operation.

Interim earnings as calculated:

from quarterly balance sheets are
frequently misleading, and cannot

‘I'be interpreted as’conclusiye eyjr,

dence of a-bank’s current earning
rate. The impression of this writer
is that, i many: cases, the balance
sheets ' are - conservatively stated
and that, unless the “prophets of

17,536,769 + 727,283 + 4.5

gloom” are correct and business
suffers a severe decline, future
quarterly. balance . sheet - state-
ments this year may very likely
indicate an improvement in earn-
ings.

There are a number of factors
in the situation which point to
this., For example: there is evi-
dence of an increase in banking
efficiency and economy; it is
generally believed that the  un-
pegging - of  short-term interest
rates is inevitable; the banks:can

/| improve income from their Gov-

ernments by lengthening maturi-
ties; and commercial interest
rates, in the opinion of some ob-
seryers should: be raised.! It is
pertinent to remark that calcula-
tions show the average interest
rate on the national debt to be

heading upward.

Heimann Wants Careful Study
Made Before Aiding Greece

Executive of National Association of Credit Men lists eight points
requiring consideration before carrying out Truman proposal.

___The President’s proposal for immediate aid to Greece and Turkey
will have such a far reaching effect upon the future of our foreign

policy, Henry
H. . Heimann
says in his
April Monthly
Business Re-
view, that
while the
decision
should take
precedence in
matters
considered by
Conigress,
it shbuld be
reached - only
after full and
mature dis-
discussion of
all the factors.
He offered the following eight
items as a basis for consideration
by the average citizen: ]
“First, we should take our own
palance sheet and analyze if
carefully to.determing our. ability

Hem-y H. Heimann

to assume these new responsibili-

ties.- It has frequently been said
that we who constitute 6% of the
people of the world produce half
of its goods and services. Can thig
6% take on added responsibility
for the entire world? If they do
not, will their own way of. life
be jeopardized? If they do, will
they lose their leadership and end
in collapse?

“Secondly, how far-reaching
will the demands upon us go?
Must we help France, China,
Turkey, England  and
every other nation which is now
denied or finds itself liable to lose
the freedoms to which it believes
it should have a right?. .-

: “Third, is there to.be:a-program
of educationfto help the nations‘we
aid - in": understanding: that | the

tfreedom :we -enjoy ‘andto.:which
they -aspire “can mnever: be - pur-]

chased : 'with ~money? - ‘Our’- own

| history. ‘reveals. the ~shedding ~of

much  blood; sweat: andtears. to
gain' -our’ position. ' ‘Are ‘other
people ‘willing: and .determined-to
earn their freedom- and:pay  the
price if given the opportunity to
do so?  After the first war, the
serious mistake was-made of in-
troducing - a- representative form
of government innations where
the people were not prepared. to
pay or work for it The result
was a failure of that type of gov-
ernment without a'fair trial
“Fourth, it is exceedingly im-
portant that we carefully evaluate
the effect of our decision wpon
the United Nations Council. *
“Fifth, is it a practical plan, or
the best plan to attain the objec-

tive? . Remember that. all the de-

sire for freedom will be of little
avail unless it is practical of
attainment. If we fail through
moral suasion and relief meas-
ures, are we to force it? If we

/| attempt to force it, are we guilty
i|of practices we now condemn?

You need only look at the fate of
Finland, Czechoslovakia, Poland
and China to realize that the mat-
ter of practicality is of importance.

“Sixth, since the philosophy we
are fighting has yet to demon-
strate its ability to make for a
satisfactory way of-life, is it pos-
sible that its certain failure
would suggest our aid would be
more beneficial if it were given at
a- later time? Many people feel
that in the end the communistic

'| regime will hang itself and that

it is better to give it a bit of rope
to that end. As against this, we
haye: the :evidenge; ;of sthe rruth-
lessness of such powers . that
would tend to’support the. argu-
ment that before they collapsed
they  would destroy everything
and plunge the nations they con-
trolled into inextricable chaos.
“Seventh, how many American
lives are involved in‘*enforcing
our plan? It is not idle to specu~
late some may be sacrificed. We
may hope not and sincerely be-
lieve it is not now intended to use
our - own . people to police the
world, but we would be blind to
realities if - we did not give this
probable: eventuality our careful
thought. 3 !

“Eighth, it is well o remember

:|that on “the record‘some’ of ‘the

nations with.whom we are dealing
have - little : regard - for treaties,
agreements- or “world peace: plans,
We -must look -to - performancé
rather than promises.’ ; !
“* «1¢is not intended: in the above

on this subject... A-sound conclu+
sion can only be reached. after: a
full disclosure of all the facts'and
a“careful analysis of all the con=
'sequences.: It-is-a ‘matter, I.re-
peat, of great: import. It is sug-
gested  that -there :be, so far~as
possible, a frank disclosure of the
meaﬁs and directions of aid.. The
manner -of - presentation to Con-
gress is heartening in this respect.

“Here is a policy, therefore,
over which we should not only

carefully deliberate, but about

pray. for divine guidance so that
whatever decision we make will

stand upon honest, clear thinking

'and a spiritual foundation.”

suggestions to:reach*a conclusion

which it would not be amiss to|}

SEG Drops Charges -
Against C. Massie & Go.

SEC announces there is no evi-
dence that firm caused Investors
group to omit material facts from
proxy statement.

The_ Securities - and - Exchange ,
Commissicn on April 11 dismissed
proceedings against . Charles A.
Massie, operating. as Charles Mas-
sie & (6, New York City. The
SEC had charged Massie with wil-
ful violation of Section 14(a) of
the Securities Act, and Regulation
X-14 in connection with the so-
licitation of proxies for the an-
nual meeting of security holders
of Third Avenue Transit Corp. of
New York, held on May 9, 1945.
i1t was  alleged that Investors
Group, a proxy soliciting group
formed and controlled by Mr.
Massie, John A. Kaye. and Mal-
colm W. Armstrong, filed with the
SEC and mailed to security hold=

lers a proxy statement which

failed to-disclose material facts
and omitted to.state other re=
quired data. - ' "
After holding hearing, the SEC -
announced the evidence did not
establish that Mr. Massie partici-
pated in or caused the Investors
Group to omit from its proxy
statement the material facts set
forth in the order for hearing.

Bond Club of N. J.
To Have Ouling

NEWARK, N. J.—The Spring
Field Day of The Bond Club of
New Jersey will be held on Fri-
day, June 27, at the Echo Lake
Country - Club, Westfield, New
Jersey. -
. This annual outing is for mem=-
bers only, and a full day of ac-
tivities will be climaxed by the
serving of a special beefsteak din-
ner in the inimitable Jersey Bond
Club style.

The Field Day Committee is
headed by J. William Roos,
MacBride, Miller & Co., and in=-
cludes William H: Boland, Boland,
Saffin & Co., Clarence M. Haight,
Jr., Tripp & Co., James B. Kirk,
Harris, Upham & Co., James F.
Musson, B. J. Van Ingen. & Co.,
Foy :W. Porter, Estabrook & Co.,
Joh#i'J. Ryan, Ryan & Co.,- John
R. Schermerhorn, Milliken & Pell,
g. éNallace Smith, Smith Barney

0.

Phil Gullette Opens
DENVER, COLO.—Philip L.
Gullette has formed Phil Gul-
lette, Inc. with offices at 434
South Broadway, to engage in
the securities business.

Alfred J. Mitchell Dead

Alfred J. Mitchell, President of
A. J. Mitchell & Co., Ltd., Toron-
to;,~and a former Vice-President
in . charge . of . finance .of ‘the

.Canadian National-Railways, died

on April 12 -at the age of 68. -

“Royal Bank of Scotland
_*.mm;;omga py 'qum Charter .m.':'.":
HEAD OFFICE—Edinburgh . |
| [|- Branches. throughout  Scotland
LONDON OFFICES:
3 Bishopsgate, E. C..2
8 West Smithfield, E. C. 1
49 Charing Cross, S. W. 1
Burlington Gardens, W. 1- -
64 New Bond Street, W. 1

TOTAL ASSETS
£115,681,681

Assoclated Banks:
Williams Deacon’s Bank, Ltd.
Glyn Mills & Co.
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toits electrlc gas and
steam customers e

DURING 1946 . . .

We cut electric rates: more than s0,000, 000, X | ¥ We set aside $69,664,981 for taxes— 2o,

the second largest rate cut in our history: This ‘out of every dollar you paid us (not counting
—our seventeenth reduction since1929--fol- : -the City Sales Tax). $31,447,540 of this amount
lowed a cut of over $6,000,000 in 1945. As a | / ==L went to the City of New York, to help meet the

business-managed, tax-paying concern, we are e - costs of mumcxpal operations.
proud of this record. ‘

: We met six fuel emergencies caused by strikes
we S“Pphed " 49/ Imlre EIeﬂt"mty and 5. 4%3- Sk - |0} ~without mterruptmg sgerwce to any: uselb', Atone - ¥
||---~more gas: thremdentlal users-. addmg about~ FES =) ' 27~ - 'time our 800,000-ton coal stockpile shrank .to- .
1) 5250 new- gas~heatmgr cusbomers mostly ln R e 5 o o '86 000: tons.. Thanks:to| our- -special ‘equipment,--i ;-
: Queens ‘the Bronx and: Westchester o ESK., - we generated one-fourth of: our: power with oil .
_during this penod B

we ra'wd Wm& our operatin A N _
gp TO lncreas-w-»-«

“ing by more thaii $9,000,000 to'a total of over .. |}, S0 We: lauached- aflive yezr plan o sperid $250;- |

. $80,000;000° Tanmually; ‘Average |weeidy pay:; i ALY 000, 000:in new:construation: and improvements: '

(e reached$55 68,asc0mpared with $3638 in 1937 o VRN to meet.i .increasing ;iemands for electnmty, gas; |
and steam:now: and in: the years to. come: “This:

ngmbuted sl 34"32] for ou'r en;pl i N % amountmaybemcreasedasthefuture develops
: oyees’ . LN

- group insurance-and-medical care-about 2
the total cost. We also pald $1 710 511 to: Sle ) /éafw%&/% M hlbll M&%A Wm tu Mq

employees; ‘$360,220 to the employees Sick « |, Mntoulein AR . $3'38°5'°°° 11007
This wads used:

Benefit Fund; and mailed $3,691,566 in' pension ‘ Fr wages ... 80512000 .. 25.6%
For taxes ; 69,665,000 . . . 22.29,
For fuel—coal and oil » 54,344,000 , . . 17.3%
w f d . . For materials and outside services . . . 23,401,000 . . . 7.5%
B 0"" that 400 of our largest wartime in- For depreciation of plant and equ:pmen! . 34,009,000 ., , . 10.8%

dustrial customers were using 619, more elec- For irterst oiy/jong. farm , -
.. . T T et debt and other costs 15,671,000 . . . ‘5.0%
tricity thanin 1939 . . . evidence of'the healthy - - For dividends—Preferred Stock— :
conversion in “our town” from war to peace- ' to 33,805 stockhalders* . . .. | & 10,945,000 .. . 3.5% !
time production_ For dividends—Common Stock— :
fo 121,392 stockholders 18,362,000 . . . 5.9%
For surplus—for investment in new: .’ . . -

nur fuel bi" Was higher by $7.197782 than in . “construction and other assets, . . . ‘ .76,896,000 i 2',2% e
- 1945, To be on the safe side, we are now increas- S et : i

- ing fuel reserves in.order to afford still greater " = FREE TO: OUR cu_srdmzns L. A copy of our 32-page Annual Report for

rotection:to: our; customers in:me m = - - 1946, giving details of the year’s financial| results and operations, will be sent. iy
P eti g futme ¥ . -free on request. Just drop a pestal card to Com Edzson, 4 Irvmg Place, New < 1
contmgenc1es ' b D York N Y S

gitized for FRASER
R://fraser.stlouisfed.ora/
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Mutual Funds
By HENRY HUNT
“Picking the Wrong Stock”

For some reason, it seems to be a lot easier to pick the wrong

"stock than the right one.

About three years ago, when the scales in

the fortunes of war were definitely swinging in our favor, we asked
one of the senior partners of a prominent stock exchange firm which
one stock he would select as a long-term holding. His answer was

AVIATION
SHARES °

GROUP SECURITIES, INC,

A PROSPECTUS ON REQUEST
from your investment dealer or
Distributors Group, Incorporated
63 Wall Street, New York 5, N. Y,

v_ Prospectis=upon tequest from v
- your investment dealer, or from

NATIONAL SECURITIES &
RESEARCH CORPORATION
420 BROADWAY, NEW YORK 5, N. Y.

unhesitating: “United Aircraft, one
of the largest and most diversi-
fied units in the aircraft con-
struction industry, seems to me
to possess ‘outstanding -attraction
either as a ‘war baby” or a peace-
time holding.” ' -l

Since 1944, United Aircraft has
reduced its dividend rate from $3
to $1 a share, and has declined
some. ten points in price, Most
common stocks purchased at that
time would show you.a profit to-
day. Some, however, have done
worse than United Aircraft, On
the other hand, we'know of no
mutual fund issue that has per-
formed nearly as badly as United
Aireraft  during the past three
years.

While the portfolio diversifica-
tion of a.Mutual Fund does not
in itself guarantee satisfactory in-
vestment results, it virtually
eliminates losses caused by the
investor’s unfortunate habit of
picking the wrong stock.
Selling Cash and Governments at a

Premium !

That mutual fund investors are
willing to pay a premium for cash
and government honds if they like
the management is evident from
the sales record of Wellington
Fund in recent months, Welling-

ton, which for more than a year
hag maintained a cash and gov-
ernment position ranging from
25 to 30% of assets, boasts the
largest, monthly sales volume of
its - shares during March in its

history. Wellingtoi’s total asséts

are at a new peak, close xtov$40,?-7

000,000, i

Another sponsor that . is doing
well is the National Securities &
Research Corporation whose gross
sales of National Securities Series
for the first quarter of 1947 ran
19% ahead of the rate for the
preceding six months, with - net
sales up 53%.

For Millionaires Only

In “‘These Things Seemed Im-
portant.” published by Selec¢ted In-

vestments Company, of 'Chicago,

the following paragraph:is. of in-
terest: “You are a rich man. You
see an opportunity. to invest $1,-
000,000 in a venture which:should
earn 207%. before taxes.: Pretty
good. But the “Chicago’ Tribune”
shows it’s really not so-attractive
under present tax laws.:Your new
venture company will pay.38%
taxes. If it pays you 70%:of the

remainder in  dividends,  and: if

you're in the 70% bracket:your-
self, you’ll end up with net income
of only 2.6% on your investment.
Not much if you’re right.
you could be wrong. So, what’s
the use?” ‘

That’s why tax-exempt munic-
ipals sell to yicld less than 2%
today.

Distributors Group Still Bullish

Distributors Group in its. April
Investment Report states: “In
view of the historical tendency

7| of -the market to discount the fu-

ture, it is likely that the converse
may now oecur as readjustments
are taking place. In other words,
just as the market declined when
everything was apparently serene
businesswise, so may the market
very likely look beyond immedi-
ate difficulties by going higher
when business news is disquiet-
ing.” "

Many stocks appear to offer
good values today, but the market
won’t go much higher until in-
vestor psychology changes.

H_

Manhatian
Bond Fund

INC.

HUGHW.LONG & CO.. |

INCQRRORATED

"48 WALL STREET, NEW YORK 5, N.Y.
105 ANGEIES ) CHITAGO

ﬁa&lmz
| g;ma’,

NEW YORK.
* ' 61 Broadway =

Write for prospectus relating to the shares

. of either of these investment funds, each .
o of which is managed independently of the
¢ * -other by.a different management group.

VANCE, SANDERS & COMPANY
BTl " 111 DEVONSHIRE STREET
BOSTON

CHICAGO
120 South LaSalle Street

M assachusetss
Investors -
Trsz

LOS ANGELES
210 West Seventh Street

Keystone
Custodian
]F unols/ :

it b

Prospectus may be obtained
/ram your Iacal investment dealer or

% The Keystone Company
of Boston
50 Congress Street, Boston 9, Mass.

Telephone

HAnover 2-2893

’The
NESBETT FUN

INCORPORATED :

Prospectus on request

Managers and Underwriters

JOHN G. NESBETT & CO.

INCORPORATED
Investment Managers

D

25 Broad Street -
New York 4,N. Y,

gitized for FRASER
tp://fraser.stlouisfed.org/

And:

A Deflated Group “

“"Calviw Bullock, sponsor of Aero-
nautical Securities Inc., has.issued
a’ new* folder on this fund and
comments as follows: ““It ‘has
been a- stormy year, S0 far, for
the ‘aviation industry. ‘The diffi-
culties of manufacturers and air-
lines “have been well publicized.
‘Earnings have suffered; financing
problems have been encountered.
This * has been  reflected 'in the
market evaluation placed on avia-
‘tion’ securities as‘a'group. . . But
there is no doubt that the industry
‘as ‘a *whole has:a bright future
for. growth' and ‘good  earnings
“ahead.? 1t should progress:on its
own: merits;. in addition -it ‘must
be ‘maintained in. healthy ‘condi+

defense.”

its current carnings are the poor-
est.

Motors: Losing Favor

" During the first quarter of 1947,
portfolio changes of Incorporated
Investors of Boston -included * the
complete elimination of its hold-
ings of General Motors and Chrys-
ler. New securities added were:
Consolidated  Steel, Kennecott
Copper, Minnesota . Mining and
Manufacturing, and Phillips Pe-
troleum,

Eaton and Howard Reports

As of March 31, 1947, Eaton and
Howard Balanced. Fund reported
net assets of $26,630,000, up $4,-
500,000 from a year ago. On the
same date, net assets of the Enton
and Howard Stock Fund amounted
to $1,652,600, slightly under the
figure a year ago.

F. S. Yanlis Pres. of
iilinois Sec. Dealers

CHICAGO, ILL.—F. S. Yantis,
President of F. S. Yantis & Co.
Inc., Chicago, was elected Presi-
dent of the Illinois Security Deal-
ers Association to succeed Owen
V. Van Camp, of Enyart, Van
Camp &.Co., at the organization’s
annual meeting April 10. Herbert
B. White, of Peoria, was named
Vice-President to succeed William

& Co., of Aurora.

New. directors named were Mr.
Van Camp; Boyd J. Easton, Rock-
ford; A. R. Hughes, A. R. Hughes
& Co.; L. B. Nay, First Securities
Company of Chicago; Joseph J.
Rice, Daniel F. Rice and Com-
pany, and William H. Sills, Sills,
Minton & Company.

Phila. Gustomers
Brokers Elect Officers

PHILADELPHIA, PA.— The
Customers’ Brokers Club of

H. Arnold, Eastman, Dillon &
Co., . President. .Other officers
named were Henry H. Hallowell,
Hallowell, Sulzberger & Co.,
Vice-President; and R. G. Sin-
clair, Secretary-Treasurer.

PUTNAM
FUND
of Poston

Prospectus updn request

Putnam Fund Distributors, Inc.
50 State 8t., Boston

tion as a vital part: of national]

. Frequently, the best time ta buy |
into an industry -group is.when |

H. Flentye, of William IL Flentye

Philadelphia has elected William |

Nominations for
Gov. Board of NYSE

The following: nominations for
the positions to be filled at the
annual election of the New York
Stock Exchange” to ‘be held on

: iy ‘Monday, May

12, were re<

- ported by the
7.:Nominating
-+’Committee for
1947; %Y

For Chair-
manofthe

.. Board of Gov=-
‘ernors: Robert

P. Boylan, at

E. F. Hutton

& Co.; for the

term  of one

year. - )
‘For seven
members of
the -Board - of
g0 Governors for
three-year terms. (Four members
of the Exchange residing and hav-
ing their principal places of-busi=-
ness within'the: Metropolitan area
of the City of New York): B

William K. Beckers, Spencer
Trask & Co.; Syney P. Bradshaw,
Clark, Dodge & Co.; David S. Fos-.
ter, Pershing & Co.; Joseph Kling-
enstein, Wertheim & Co.

One allied member or non-
member residing and having his
principal plaee of business within
the Metropolitan area of the City
of New York, who is a general or
limited partner in a member firm
engaged in a business involving
direct. contact with the public:

Ranald H. Macdonald, Dominick
& Dominick. .

Two members,, all.ed members
or non-members of the Exchange,
residing and having their princi-
pal places of business outside of
the Metropolitan area of the City
of New York, who are general or
limited partners in member firms
engaged in a business-involving
direct contact with the public:

Sidney L. Schwartz, Sutro & Co,
(San Francisco); Jay N. Whipple,
Bacon, Whipple & Co. (Chicago).

For two. trustees of the Gra-
tuity Fund for three-year terms:

Thatcher .M. Brown, Brown
Brothers Harriman & Co,; Laur-
ence M.*® Marks, Laurence M,
Marks & Co. g

For five members of the Nom
inating Committee for- one-year
terms: !

Three membeérs of - the Ex-
change: Harold W. McEvoy, Wins-
low, Douglas & McEvoy; Benj. F.
McGuckin, Briatén & Co.; John O,
Middlebrook, Harris, Upham &
Co.

Two allied members of the Ex~
change: . e 3

William ‘D.'Dana; Burton, Cluett
& Dana; George J. Leness, Merrill
Lynch, Pierce, Fenner & Beane,

Now Ross, Low & Co.

The firm name of Rosenbaum,
Low & Co., 120 Broadway, New
York City, members of the New
York Stock . .Exchange, was
changed to Ross, Low & Co, ef-
fective April 8, on which date
the name of Richard Rosenbaum
was changed to Richard Ross.

Horace Dunham Déad

Horace E. Dunham, a former
member of the board of governorg
of the New York Curb Exchange,
died suddenly April 12 of a heart
ailment at his summer home in
Point_Lookout, Long Island. Mr,
Dunham, whose New York City
residence was at 205 East 78th
Street, was fifty-five years of age.

White & Co. Now Incorp’d
ST, LOUIS,  MO./—White &
Company, 506 Olive Street, mem-
ber of the Chicago and St. Louis
Stock ‘Exchanges, is now doing
business as a corporation. Offi-
cers are Julian M. White, Presi-
dent; L. S. White, Vice-President;
and Julian M. White, Jr., Secre~
tary-Treasurer. ;

Rc:bert P. Boqun
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.~ Much Activity'in Foreign Loan Field -

United States position likened to “a depariment store of finance.”.

WASHINGTON —For anyone, attempting to keep up with foreign
loan developments in the United 'States these are hectic days. This:
‘is indicated by a few headlines: culled from news stories 'in four:

“Washingten and New Yerk newspapers over the past weekend:

Dewey Signs Measure ‘to Let In-
surance Firms Invest in World
Bank

‘Monetary Fund,

;- Lacks Loan Bi

Peruvian Debts :

‘Italians Hopeful ' on Big U.. S.

" Loan . )

100 Million U. S. Loan to Norway

. Backed

Egypt Asks $100 Millions

‘Half Billion 2aid to Korea Next on
U. S. Agenda

Wallace Wants $50 Billions Spent
to Prevent. War . . . 10-Year
Outlay by World Bank Urged

c(i)pe’n Six Weeks,

Two-Year Foreign' Aid  Exceeds
$16 Billions i :

Aid to China.in 12 Years Put at

..$3 .1/3 Billions ; $h

U. ‘8. Bankers Plan to Assist

Mexico )
Uncle Sam’s. financial position

today reminds one of a big Jap-|

anese bapk’s description of itself
as: a. “department  store - of - fi-
nance.” It may be interesting to
be"around when the loans now
being made commence to fall due
in:volume. ... :.

 Greater Research Urged by Wesley Mitchell
Noted econcmist cites availability of improved data and techniques -

for solving domestic business as well as world economic problems.
Sees possibility of economics becoming science.

The pressing need for intensified use of modern research tech-

‘niques to solve problems facing the
Mitchell, former®

Dr. Wesley C.
Director of Research of the Na-
tional Bureau of Economic Re-
search and Professor Emeritus of
Economics, Columbia University,
in a report released on Apri] .13.
Better data on needs and re-
sources of the United States and
other countries are available than
after World War I, and research
techniques are more powerful:
Yet tasks facing economists are
more numerous than ever before.

“More carefully than before
must a bitterly impoverished
world husband its inadequate re-
sources,”-says Dr. Mitchell, *“The
nations that are relatively well off
are- sharing with * the: nations
whose needs are direst. While in-
stituting relief measures we hope
will be temporary, we are'striving
to develop a world economy that
will fitly complement and support
world political organization, The
United - States;’ perhaps-in ‘gréater
degree, than ‘other; democracies;
faces novel problems of  world
trade andfinance.” :

" Sees Beginning of Economics
As a Science ;

* Dr. Mitchell believes that écon-.
omists as a group have benefited
professionally from participation
in the war effort. Since the war
ended many have left govera-
ment service and returned to-
teaching or private business:
“Economists will not revert-wholly
to their old ways,” he says. “The
practice of ‘thinking realistically.
.. will not be lightly abandoned.
<+ . Men who think of themselves
ag theorists will absorb into their
work the methods and findings of
realtistically minded investigators,
while the latler will make such
free use of the concepts and pro-
cedures. of theor:sts that no one
will ‘’know on’ which side  of the.
old line of demarcation he stands.
In fine, the' years near at hand
may- see the beginnings of an
€economics worthy 1o be -called a

Recommends Use of Marketing
; Data )

empirical ‘research; Dr. “Mitchell
stresses the value of measures:of
national income and: gross national
product which are' now available.
He.points out, however, that data |'
for the:distribution of income: by
size, and for international com-
parisons of national: income, are
still defective. ;

Dr, Mitchell believes, on the |
other ' hand, that research econ-
omists have not always made full
use of data available to-them. ' He |
cites markeéting~ data ‘as’an ex-

world economy is stressed by

fully studied. From an economist’s
viewpoint, this vast and varied ef-
fort is an attempt to influence the
valuation processes of potential
customers. When a laboratory sci-
entist finds out how ‘a process can
be changed, he is well on his way
toward finding explanations. By
analyzing the records of relative
success ' and. “failure in selling
goods,  competent  investigators
should be able to learn much of
scientific as well as practical in-
'terest about mass responses to
different types of appeal.” :

Volume Celebrates Twenty-fifthi.
Anniversary -

Dr. Mitchell’s, paper  is one .of
iwelve published . today - by. the
National Bureau of Economic Re~
search in a Tweaty-fifth Anni-
versary volume ‘entitled’ “Eco-
‘nom.c Research and-the Develop-
ment ‘of . Economic : Science - and

Public Policy.” Founded in 1920, | .

the research agency wag forced by

.| the war to postpone thecelebra-

tion, which should have been held

‘|in 1945,

Contributors to the volume in-
clude Harold G. Moulton, Presi-
dent of the Brookings Institution;
E. A, Goldenweiser of the Insti-

tute for Advanced. Study; Lewis |-

W. Douglas, formerly President of
the Mutual Life Insurance Com-
pany of New York and now United
States- Ambassador of the Court of
St. James; and Joseph S. Davis,
director of the Food Research In-
stitute, Standford University. For-
eign scholars who contributed in-
clude Alexander Loveday of Nuf-
field. College, Oxford, England;
Per Jacobsson of the Bank for In-
ternational Settlements; Charles
Rist, director of the Institut Scien-
tifique de Recherches Economique
et Sociales, Paris; Jan Tinbergen
of the Rotterdam School of Eco-
nomics,- Holland; and R. H. Coats
of -the University = of ~ Toronto;
Canada. :

Seasongood & Haas

9 _ ‘Among,re_cent ‘developments in To AdmnT ownsend

Seasongood : & . Haas, 63 Wall

Street, New York City, members| :

of the-New York Stock Exchanpge,

will admit Robert C. Townsend to |
partnership in the firm .on May-1. |

Preston M. Marble Is With |-

Merrill Lynch in Denver

(Special to THE FINANCIAL CHRONICLE)

DENVER, COLO.—~Preston M.
Marble - has - become . associated

John B. Gornell, Jr.
With Dallas Rupe

DALLAS, TEX.—Dallas Rupe
& Son, Kirby Building, announce:
*'| the association of John B. Cornell,
1dr, of New York' City with the

i firm’s trading

department,

" A specialist
in public util-

ity, = railroad

and industrial
stocks and

“bonds, Mr

Cornell was
most recently
with ' Bonner

& Gregory.

New York
brokerage
He
. entered the
the banking
in
1Y26 'with

' concern.

John B. Cotnell; Jr, business

Ho’rWay loFloat =~

| New Money Issue Here:

The first. postwar“public offer-
ing of bonds in the United States
by a European nation is'in pros-
pect as a result of the:filing with
the Securities and Exchange Com-
mission April 15 by the Kingdom
of Norway of a registration state-
ment covering ‘an issue -of  $10,-
,1000,000 10-Year 3%%  Sinking
Fund ' External Loan Bonds, due
April ‘1, 1957—according to an
.| announcement by the Norwegian
Ambassador, His Excellency Wil-
helm Munthe de' Morgenstierne,

The offering is to be under-
, | written by a group of underwrit-
ing houses headed up jointly by
Kuhn, Loeb: & Co., Harriman Rip-
ley & Co., Inc., Lazard Freres &
Co., and Smith, Barney & Co.,
with' Harriman' Ripley managing
the books. ;

Norway. will use ‘the proceeds

| the Railroad Department of Rog-

.will further expand the scope of
‘the ' firm’s wholesale and 'retail

J.:P. Morgan & Co., thereafter
joining the ' securities trading
division' of Hoit, Rose & 'Tros-
ter. “He ' subsequently = managed

genburg & Co., as well as the
Trading Departments of Hammong
& 'Co., Inc. and R. M. Horner &
Co. His lengthy experience in the
securities business has included
the operation of his own firm,
Duval, Cornell & Company, which i
engaged primarily in selling se-
curities to insurance companiés
and other institutional investors.

A Trustee of the Staten Island
Academy, Mr. Cornell has been
for many years a member of the
National Security Traders Associ-
ation and the Corporate Bond
Club of New York. His new con-
nection with Dallas Rupe & Son

from the sale of the new bonds to
increase its United States: dollar
exchange reserves.

The bonds, which will be direct

obligations of the Kingdom, will
be redeemable at theissuer’s op-
tion at prices to be filed later by
amendment.  They will also be re-
deemable at par for the sinking
fund, which is calculated to retire
34% of the bonds prior to matur-

ty.

At no time in the past has'the

Kingdom of Norway defaulted in
the payment of interest and amor-
tization upon its external obliga-
tions except that, during the war,
it was not able’ to make certain
payments to holders of its secur-| g
ities in countries occupied by
Germany. Also, there were lim-
itations on payments to enemy
interests.

Following the invasion of Nor-

trading activities.

way by the Germans in' 1940, the

King and his government ‘left
orway and_ruled from London ]
through decrees until the capitu~:
lation of ‘the Germans. While
there situated, . the government |
had at its disposal the net profits |
of the Norwegian shipowners as |
well ‘as all available insurance !
moneys: received on account of|
Norwegian ships lost. During that
period the equivalent.of approxi-
mately : $480,000,000 was thus
transferred to the. government.
The total expenditures of the gov--
ernment in London 'were' the
equivalent of approximately
$288,000,000, - including - interest:
and ' amortization payments’ on.
Norway’s external debt of about
$80,000,000. ' The direct external
funded debt of the Kingdom -at
the end of 1946 amounted to ap--
proximately 500,000,000 kroner, or
about. $100,000,000 at the current:
official rate of exchange. .Abou’:
60% is outstanding in U. S, dolle=»
bonds, which is just one-half th::
peak of the dollar indebtedness of!
the Kingdom.reached in 1928.
. The Norwegian gold holdings
are deposited almost entirely .out-
side of Norway and are.substan~
tially all owned by the Bank of
Norway.  About 60% are held
against the Bank’s note issue. At
the beginning of the current year
they amounted to about $91,000,~
000, of which over 80% was lo-
cated in the -United  States and
Canada. The Bank of Novway:
also held the equivalent of about
$45,000,000 - in foreign balances
and securities, all in U, S. dollars
or, in general, convertible into
dollars without restriction.. The
Norwegian-Government had U. S.
ollar exchange reserves approxi-
mating $20,000,000, while the Nor~
wegian shipowriers held 'an addi~
tional $28,000,000, .the latter be-
ing .earmarked. largely . for use im
making payments under contracts
for merchant vessels. . . ... .

mately $6,813,643.

1948
1949
1950

1.10%
1.30
1.40

BLAIR & CO., INC.

GREGORY & SON

INCORPORATED

FREEMAN &

THE FIRST CLEVE

secured by new standard-

R. W. PRESSPRICH & CO,

WM. E. POLLOCK & CO., INC.

ALFRED 0'GARA & CO.

$5,440,000
Erie Railroad

Equipment Trust of 1947—First Series
1%7% Serial 'Equipr‘nent' Trust Ce '

" (Philadelphia Plan)

To mature $544,000 on each May 1, 1948 to 1957, inclusive

To be unconditionally guaranteed as to Dbayment of par value and dividends by
endorsement by Erie Railroad Company .

4 These Certificates are to be issued ﬁhder an Agreement to be dated as of May 1, 1947,
which will provide for the issuance of $5,440,000 par value of Certificates to be
gauge railroad equipment estimated to cost approxi-

MATURITIES AND YIELDS

1951 150 %
1952 1.625
1953 175
1954  1.85 -

Issuance and sale of these Certificates are subject to az_t!lmrg'zation and approval by' the Interstate Commerco
Commission. The Offering Circular may be oblained in any State in which this announcement is
circulated from only such of the undersigned as are registered dealers and are offering
these securities in compliance with the securities law in such State.

HALSEY, STUART & CO. Inc,
HORNBLOWER & WEEKS
COMPANY

LAND CORPORATIQN
THOMAS & COMPANY

1, 1947. Par value and semi-annual dividends (May 1 and November 1) payable in New York City,

; Eghbneit‘ilg;ege%? ca:elsgin the denomination of $1,000; Not redeemable prior to maturity, T ese Certificates are oF_[ered
when, as and if received by us, It is expected that Certificates in temporary or definitive form will be ready for del}very
at the office of Halsey, Stuart & Co. Inc.; 35 Wall Street; New York 5, New York on or about May 7, 1947, The infor-
mation contained herein has been carefully compiled from sources considered reliable and; while not guaranteed as to

rtificates

FIRST OF MICHIGAN CORPORATION :
HAWLEY, SHEPARD & CO. - THE MILWAUKEE COMPANY " |
MPAN MULLANEY, ROSS & COMPANY
JULIEN COLLINS & COMPANY

MASON, MORAN & CO.

1.90%
1.95
2.00

1955
1956
1957

P

OTIS & CO.

(INCORPQRATED)

F. S. YANTIS & CO.

INCORPORATED

‘with Merrill Lynch, Pierce, Fen-
ner & Beane, First National Bank
Building, Mr. Marble in the past
Was . a parfner in Marble & Co.;| .
New York City.

ample. * “Many - marketing cam-
paigns - are - skillfully planned,
pushed with vigor; the results’ are
. systematically recorded, and care-

completeness or accuracy, we believe it to be correct as of this date.
April, 16, 1947 /
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Canadian

Securities
By WILLIAM J. McKAY ——————-“'

The “Key Currency” approac

h to the stabilization of the world’s

currencies was and still is the only practical plan-for the solution

of the universal monetary and commerci

al problems. The airy Bret-

ton Woods scheme devised by theoretical global planners has failed

to meet the basic issues.
Not only in the field of
domain ‘the “league of nations”
approach has once again only
served to high light existing dif-
ferences and difficulties. Even the
simple problem of the Canadian
dollar has not been solved, and
moreover has actually been ag-
gravated as a result of the multi-
lateral approach. The Canadian
dollar should never have consti-
tuted a problem. On-the contrary
it should have been the lynch-pin
between: the U. S. dollar and the

British pound. Wi 2 40087

1t ‘is still not too late to-build
again on this sound basis. The
existing Canadian technical ex-
change -difficulties have arisen
from the Dominion’s bold efforts
in company with this country to
bolster by generous lending the
war-shattered ‘economies’ of Eu-
rope. “These - individual efforts
were in -the ‘same direction" but
were not made * following - con-
certed planning. ‘

“In order to produce adequate
results ‘the two countries must
work on a joint plan of action, As
a preliminary step it is first nec-
essary to put the Dominion’s own
hoyse " in order. Canada can no
longer afford to have two rates
of exchange, one stabilized at par,
and the other left to its own de~
vices at the mercy of remote in-
fluences." . o 7

Phe free market for the Cana-
dian ‘dollar has outlived its pre-
vious ‘dubious usefulness, Origin-
ally conceived as a convenience to
non-residents it has since become
a_seurce ‘of annoyance.and ¢on-
fusion to those whom it' was in-
tended to assist. Instead of a re-
lief to the official market and the

Foreign Exchange Control Board

CANADIAN BONDS
: GOVERNMENT

PROVINCIAL
MUNICIPAL

CORPORATION

- CANADIAN STOCKS

A.E.AMES & CO.

INCORPORATED

TWO WALL STREET
NEW YORK 5, N..Y.

AN

i " PRGN 1T
RECTOR 2-7231  NY-1-1045

- TAYLOR, DEALE -
& COMPANY

64 Wall Street, New York 5
.WHite.hall 3-1874. .. -
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. Government.: ;. 4;;'114"%#,)41.:
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finance and trade but also in the political

it now operates to throw doubt on
the existing level of the official
rate and it has also constituted a
detrimental influence on ' the
standing of Canadian Government
bonds in this country.

It is no longer a convincing
argument to state that this un-
official market is so insignificant
in relation to the official market
that it can be ignored as a major
factor. On the contrary, it is. the
free market: in° which non-resi=
dents operate that is leSely,ob-
served abroad, and not the official
market. With its erratic behavior
constantly in the limelight a false
impression is given abroad - of
Canada’s economic and financial
state.

To correct this situation Canada
can readily arrange with this
country to re-institute the Hyde
Park Currency Agreement or a
similar practical arrangement
whereby the Dominion would be
assured of an-adequate supply of
U. S, dollars, Canada has the food
and goods for -export to soft cur-
rency countries but the machinery
is now lacking for the immediate
conversion of such currencies into
U. S. dollars..Such an arrangement
would- also permit the Canadian
authorities to-bring-the -level of
the Canadian dollar- free market
in line with the official rate. In
this way the world would have at
least two obviously sound curren-
cies ' on which . foundation the
universal monetary edifice could
be . constructed. Furthermore the
strengthening 'of the Canadian
dollar and the elimination of the
wild fluctuations'in the free mar-
ket would raise the level of Cana-
dian Government bonds in this
country. Their recent depreciation
can not fail to have impeded the
issuance of World Bank bonds
here and in Canada at the contem-

i plated coupon' rate,

During the week interest was
centered in the external issues
which are now eligible for pur-
chase by savings banks in New
York State, but in view of the
scanty supply of available bonds
activity was not on a large scale.
Internals after earlier . strength
were inclined to weaken with the
sharp decline in the stock mar-
kets, although following the re-
cent amendment of the Canadian
securities regulations Dominion
internal bonds are now divorced
from the ' direct influence of
movements in stocks.

Freehling, Meyerhoff
Form New NYSE Firm

CHICAGO, ILL. — Freehling,
Meyerhoff & Co. will be formed
effective May 12th with offices at
120 South La Salle Street. The
new firm will :hold memberships
‘i’ the New York Stock Exchange
and ~ Chicago Stock ' Exchange.
Partners will' be Norman Freeh-
ling, Irving E. Meyerhoff, Harry
Newman, Ferdinand A. Straus,
Philip  Plesofsky, . Willard =M.
Freehling; and- William D.: Good-
man, - . ? 5

Mr, Meyerhoff and Mr. Plesof-

Stock - Exchange, . were formerly
partners in Irving E. Meyerhoff &
Co.- Mr. Straus, member' of the
New York Stock Exchange, previ-
| ously-did business as an individual
floor ~broker.' -Mr.. Freehling, -a
member of the Chicago Exchange,

man - were formerly -of “Norman
| Freehling & Co. ...

sky, both members of the Chicago|

Willard- Freehling and Mr. Good-

{The Democratic

(Continued from page 12)

friends and confounded our ene-
mies the ‘world over. Under the

velt, the- rapidity of the mobili-
zat.on of our national resources
for war added a new page to the
record of American spirit and
achievement. At the climax of our
war effort, we lost a great leader,
but -there was not the slightest

 slackening of our determined en-|"

deavor, For Harry Truman grasped
the torch of leadership with firm-
ness. He has since-carried it high.
He brought to' the Presidency
courage, practical competence, and
a national perspective developed
by years of distinguished service
in the United States Senate, -
One principle now guides the
earnest efforts of -President Tru-
man—and that is to place the wel-
tare of the American people above
every other consideration.
The end of fighting found our
President, and the Nation, facing

problems fully as serious-as those

of warfare itself. We had to re-
convert industry to ways of peace.
We had- to stage  the‘ greatest

‘demobilization in history.- The or-

derly ‘dismantling of our vast
military machine, and the absorp-
tion' of returning service men into
civilian life are today recognized
among the greatest -achievements

.in ‘all the annals of free peoplé

anywhere, We had to guard, at
the same time, against the perils
of deflation and the threat of in-
flation. Wé had to.insure a speedy
balancing of the budget, and:to
provide properly for the post-war
management of our national debt,

It might be well to remind some
people that the administration
actively prepared for the transi-

tion period,- even while concen-

trating upon the war effort itself.
It was feared .by  many that it
would take years to accomplish
the re-weaving. of our economy
into a peacetime pattern. In actual
fact, our accomplisments in this
respect since VJ-Day have been
phenomenal. . .

Accomplishments

Demobilization - and reconver-
sion for all practical purposes
have been completed. The war
plants are cleared, and the war
contracts nearly settléd. Industrial
production is at new peacetime
highs, and the pipelines of indus=-
try are filling up. Steel produc-
tion, electric output, carloadings—
virtually all the significant in-
dices of trade and production are
at spectacularly high levels.

Unémployment is at a peacetime
minimum.
Today, we have a magnificently
prosperous America.  And cer-
tainly, we Democrats can take full
pride in that fact, for it has been
accomplished under the leadership
of Democratic Presidents, guided
by the principles of the Demo-
cratic Party.; As rapidly as was
consistént with the public interest,
President Truman has done away
with the necessary wartime con-
{rols over our economy. He prud-
ently seeks to retain .controls still
essential ~to our national well-
being. He- urges continued wise
restraint in wages,

in critically- short supply.

side we made in this per.od. Our
economy has regaimned and sur-
pessed its previous levels. National
production has increased, and we
have attained the highest standard
of living the world has ever
known. ¥ar-sighted, too, was the
leadership of the Democratic ad-
 ministration that launched a pre-
paredness program so that when
war came, we could set into mo-
tion production that startled our

guidance of Franklin D. Roose-

. ; ; prices - and
rents, ‘and in the:distribution | of
those commodities which persist

Our- struggle for-economic sta-
‘bility is not:entirely- won. :But the
dangers ‘of ‘ruinous inflation hdve
been minimized, and we may have
confidence: that -with the exercise
of moderation and:good.sense, the
:soaring national: production -will
| result in a-true and lasting stabil-

Administration’s
ity. There: have been, in recent
weeks, significant price reduc-
tions.in some vital fields, trends
that hold promise of an easing of
inflationary pressures, In the wake
of war, it was inevitable that the
country should face pressures for
higher prices and higher wages.
This, of course, meant labor-man-
agement disputes. President Tru-
man’s policy was one of fairness,
and conciliation, yet one of firm-
ness when the welfare of the Na-
tion was at issue. His courageous
actions saved the country from
disastrous strikes in rail and coal
industries. Yet he was diligent
and will remain alert to protect
the rights of labor in this time of
stress, even as he was diligent to
protect the Nation against the im-
pact of industrial warfare.

. Fiscal Affairs
Our fiscal affairs provided fur-
ther challenge to the Democratic
administration.. There “was " the
problem -of liquidating the war
machine, of meeting the financial
burden of the aftermath of war,
of managing our swollen :public
debt. The President has sought to
effect all possible economies with-
out danger to our national secu-
rity,without injustice to our vet-
erans, and’ without curtailing the
necessary social services to which
our people are entitled.” The bud-
get expenditures. of our govern-
ment-were reduced from a peak
of more than $100,000,000,000 for
the 1945 fiscal year, to $63,700,~
000,000 in fiscal 1946. Expendi-
tures for the fiscal year 1947 -will
be lower than the January esti-

11

dent has recommended a further
substantial reduction, to $37,500,-
000,000 for fiscal 1948. e

This economy was effected dur-
ing the-difficult transition period
‘from war to peace. 'Billions of
\dollars in expenditures. previously
‘authorized by the Congress were
frozen, and recommendations for
rescission * of this previously ap-
proved spending were made to the
Congress.

- When I took office last June as
Secretary of the Treasury, I stated
my conviction-that it was the re-
‘sponsibility of the governmentto
-reduce expenditures in every pos-
sible ‘way, to maintain adequate
‘tax rates during the . transition
period, and: to achieve .a balanced
budget—or .better—for :1947. I
considered’ the furthering of the
President’s program in that re-
spect to be a most important goal
for the Treasury Department. I
can proudly tell you that we are
going to end this fiscal year 1947
with the Federal budget in balance.
Moreover, we are going to have
a surplus.

I know that you who are here
today, share with me the gratifi-
cation at our having reached this
goal of a balanced budget so soon.
This accomplishment has been the
direct result of the policies of
President Truman and the Demo-
cratic administration. y

The President has placed fiscal
soundness ahead of any political
expediency. He has strongly ad-
vocated a' reduction in ‘our huge
national debt during this time of
high national income:  The Amer-
ican people understand the neces=~
sity for a sound fiscal program.
Prudent retrenchment of govern-
ment expenditures, along with
adequate provision :for reduction
of the public debt, is the:con-
tinuing policy of this administra-
tion.

Foreign Policies

- In the field of foreign political
irelationships, “the *President has
'set a’ course” of tolerant firmness
ithat ‘has won the:endorsement of
‘the ‘Nation and of its. political
{leadership. - - b

{ . Support: of-the . United Nations
jand - its various commissions:and
icommittees has. been:a.vital part
jof-our. foreign ‘policy. At times;

mate of $42,500,000,000. The Presi= |

iprogress .~toward - world”: amity.

Accomplishments

Nations seems painfully slow, but
with full consideration of the great
basie diversities of the countries
involved, we may be encouraged
with our progress along the road
to lasting peace.

Our foreign economic policy has
been one commensurate witn the
position of world leadership that
of 'mecessity - falls to the most
powerful nation in the world. This
administration has played a most
important role in the organization
of the International Monetary
Fund and the International Bank,
in which institutions we confi=
dently expect to assume a major
part in world reconstruction and
development, and in the promo-
tion of a prosperous world trade
and monetary stability. We have
met the more urgent relief needs
of the liberated countries through
such media as UNRRA, and the
more pressing reconstruction needs
of foreign countries with credits of
‘the Export-Import Bank and with
direct credits to Great Britain and
the Philippines. This assistance
has also served to stimulate greatly
our foreign trade. Through the
International Trade Organization,
and through reciprocal tariff nego-
tiations, we are making a further
contribution to a healthier world
economy, which in turn helps to
insure a prosperous United States.
The President in recent weeks
has taken a new and most im=-
portant step in implementing our
world leadership. Recognizing the .
vital concern of the United States
in the cause .of freedom every— .
where in the world, he has asked
the Congress, and. the ‘Americam
people, to support.a program of
assistance to Greece and Turkey.
The United States has contrib-
uted its wealth, and its blood, to
the winning of military victory.
We must preserve the fruits of
that victory, or our struggle wilk
have been to no purpose.  Just
as the President has resolutely
placed this country against the
forces. of totalitarianism ‘abroad,
so at home he has stood uualter-
ably against the exponents ‘of
ideologies subversive in character,
and foreign to our way of life.
And in these endeavors, a great
Demccratic leader has succeeded
in giving to our country a con-
spicuous unity of ideals and pur-
pose. : !

'We can take honorable “pride
in . the record. of the Democratic
Party. But, we cannot rest on any
past glories or achievements.
What is accomplished in the im-
mediate present, and in the future,
will determine the strength of our
party. Let us then dedicate our—
selves anew to those principles
upon which the Democratic Party
has become great, - principles,
which in the finai analysis are
based on the premise of the great-
est good to’the greatest number.
In these Jefferson Day rallies
throughout the country, Demo-
crats turn with a renewed pledge
of faith toward the man who car-
ries out standard toward that goal.
We gratefully and enthusiastically
say: “Thank you, Mr. President.””

Ahbott, Proctor Go.
Admits Hartshorne

Abbott, Proctor & Paine,. 14
Wall Street, New York City, mem-
bers of the New York Stock Ex-
change and other leading ‘ex-
changes, have admitted Robert D.’
Hartshorne, a member-of the New
York Stock Exchange, to partner=-
ship-in the firm..Mr. Hartshorne
previously. did business as an.in=
dividual floor.broker. ;

- Carroll B: Haff Dead

the New - York: Stock “Exchange
‘and g partner in. Abbott, Proctor,
‘&: Paine; New. York City, died at

iunder sthe.:charter of -the United

ghis:-hbme»atrrthe.age‘ of 55. -

-. Carroll-B. Haff, a- member-of .. . .
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"Roots and Fruits of Boom

(Continued from page 2).
is the real meaningfulness of that
fact.

Perhaps the proper point to
start -an analysis ‘of the: boom is
with its origin. I think the imme-
giate war origin of the boom is
far better understood in America
today than were the postwar in-
flationary booms of previous
times, Therefore, 1 shall take
only a few moments to review it.
In such a review I find it/ help-
ful Lo distinguish between the
physical and the financial factors
that are involved,. although the
two are, of course, closely tied to-
gethar, each influéncing the other.

Physical Basis

When a nation goes to war its
major purpose is to win it. In
terms of ‘physical things, this
ineans that it must divert much
of its manpower to the waging of
the war and much of its remain-
ing manpower to the providing of
the materials of warfare, When,
however, large: proportions of its
manpower are transferred from
peacetime pursuits to prosecuting
war, the output of goods for non-
war purposes must relatively de-
cline. The decline tends to be
concentrated on certain types of
goods. They are those durable
goods of which the nation already
possesses a considerable stock,
further additions to which can be
postponed because those already
in existence can be made to last
a little longer. They are such
things as consumers’ houses and
heuse furnishings, automobiles,
clothing and the like. They are
industries’ plants and machinery,
especially those not needed for
producing war goods. They are
the public’s roads, schools, build-
ings, equipment, canals, parks
and other projects—except, again,
as they are meeded to prosecute
ihe war. In wartime we make
these things last ldager or do
without them—we have to if we
are to wage the most effective
war.

This is the central, physical fact
about war that is of economic sig-
nificance te ‘postwar boom and
depression. It means that when
the war is won there are big
.backlogs of demand for these
gocds. The demand is one of the
most assured demands in eco-
viomic life. It is based on people’s
lack of things which they are ac-
customed to have, know how to
produce, are sure they want, to
which they believe they are en-
titled and for which they have
the money to pay.

“When the war is won it is
wholly natural that the people
should turn their hands to mak-
ing good the shortages accumu-
lated during the war in peacetime
durable ‘goods.

'This process -of shifting back
into the production of peacetime
goods has come to be called “Re-
conversion,” That is a satisfying
word, but it hides as muzh as it
rveveals of what really happens.
The truth comes out if we ask:
Reconversion to what? Reconver-
. sion to a normal, peacetime dis-
tribution of labor and resources?
Certainly not! It is, instead, tran-
sition to one of the most abnormal
situations, conceivable in peace-
time. This derives from the simple
fact that there is a great shortage
of production in a big segment of
economic life. The conversion
swings. far past any point that
could be considered normal in or-

In this connection, pleass note
that the shifting  of production
from peace to war goods has be-
hind it all the imperatives of a
war of survival, Remember, also,
that the swing back into abnormal
production of peacetime goods has
behind ‘it, as T have noted, the
most insistent. imperatives of
peacetime life. Then note, lastly,
that the final transition to normal
has no such imperatives. at all be-
hind it. When shortages accumu-
lated during the war have been
made gced, and people have been
provided with relative abundance
instead of scarcities of durable
goods, a  redistribution of re-
sources and manpower is then re-
quired to provide for the mainte-
narice and expansion of produc-
tion in all areas of economie life.
No one of these areas necessarily
represents compelling demand,
since most people are compara-
tively well supplied at that time
with customary goods and can be
quite choosy about additional ac-
cumulationeg,

I think there is substantial evi-
dence to support the view that
failure to make this third transi-
tion histerically represents the
onslaught of the long, dreary de-
pressions which have come 1o, be
known as secondary post-war de-
pressions. The long depression of
the ’70°s was the secondary post-
war depression following the Civil
War, and the long depression of
the ’30’s, from which we were
vulled out only to fight World
War II, was the secondary post-
war depression following World
War I. '

Financial Basis

So much, then, for the physical
basis of the boom. Consider, next,
the financial basis. This is not so
easy, for the economics of money
is obscure to most people, Yet
matters pertaining to money must
he comprehended if there is to be
judicious thinking about -causes,
controls and consequences of in-
flationary boom. In fact, were it
my habit to indulge in admoni-
tions, I would say that the Ameri-
can people had better find out
about money—and quick!

That which people use to pay
for things they buy consists of
their coin and paper currency in
hand and their check deposifs in
banks, These add up to a certain
number of dollars which is what
I call the money. supply. This is
the item wusually tabulated in
monetary statistics under the cap-
tion, “Total demand deposits ad-
justed and currency outside
banks.” WMost people come into
possession of some of this money
only by selling their competitively
acceptable goods or services to
others, The supplying of goods
and services is their method of
acquiring dollars, If that were
always true for everybody, Amer-
ica would be rid for always of
inflationary hooms and their re-
actionary busts. To the extent
that this is net 1rue America has
a boom-and-~bust money system.

“Honest” Money

Thus suppose no one could get
money to spend except by con-
currently selling goods or services.
Then it follows that the money
each one gets to spend in markets
equals the goods or services he
supplies to markets. Hence the
total of goods and services éoing
to markets is matched by the“total
money going to market. There is
balance. This is true even if some

‘production.

and services of others. The buy-
ing power of his money could not
be taken away from him during
the periods he held it; and money
contracted to be received in the
future  would represent buying
power over goods approximately
equivalent to that currently re-
linquished " in entering into the
contract. "This ‘would be the kind
of money that gold would be in a
community “in which ‘payments
were exclusively made by its
physical trahsfer and the ‘total
supply -of which could only be
increased very slowly, if at all, by
its mining. g

In this sort of situation the
prices and costs of some goods and
services in markets could go up
while others went down, reflecting
shifts in customer preferences, in-
ducing corresponding shifts in
These would be de-
sirable, They would represent the
competitive markets efficiently at
work, keeping production contin-
uously and closely adjusted to the
shifting demands of a nation at
work and ‘progressing. Prices in
general could even trend ‘gradu-
ally downward, reflecting tech-
nical achievement in the efficien-
cy of production.

Interest rates on loans between
members of the community could
also be expected to fluctuate in
continuously and flexibly balanc-
ing the eagerness of some to get
money to spend or invest against
the willingness of others to forego
current consumption in favor of
later larger consumption. And
this too would be good, for it
would be part of the main point
which is that through it all ‘the
over-all balance between money
coming to market and goods com-
ing to market would be substan-
tially maintained. There could be
no such thing as inflatignary boom
in prices, profits' and’ wages in
general; nor could thert be reac-
tionary deflation and uhemploy-
ment. That can only happen when
the over-all amounts of money
coming to market exceed or fall
short of the goods -and services
coming to market—when the bal-
ance is destroyed, instead of main-
tained. Tt is as simple as that in
principle.

In practice and in America it is
not, of course, a purely mechan-
istic matter; psychology is impor-
tant. America has learned how to
meet its basic living needs with
smaller proportion$ of its man-
power than any other nation. A
substantial proportion of expen-

ditures is 'thus‘ optional 'rather
than ‘obligatory. ' People "cannot
spend ‘money ‘unless they have it
to spend; but, having it, they do
not, in America, have to spend-all
of it to live to the extent reqdired
of people’ in  other times d
places. America is thus subject
to psychological magnification of
unbalance in markets. That only
makes the preservation of ‘basic
balance the more important,

I have sketched this brief word-
picture of an-economy functioning
without ‘boom ‘or ‘bust under what
I call “honest” money for three
specific reasons: ' - ;

The first one is that I suspect
a large number of peopleof think-
ing that this is the kind of money-
system we actually have in this
country. ) o ! bt

The second one is that, although
there is nothing in our laws:to
prevent our having substantially
that kind of money if we want it
—a simple directive by Congress
to the Federal Reserve Board:
would - almost  be ' sufficient—we
distinctly ‘do not have that kind
of money now; nor have we had
anything ‘closely resembling it in
functioning since the beginning of
World War 1. And, since that
time, we have -had the biggest
booms and busts of our grown-up
life as a nation. :

The third reason is more im-
portant to my present purpose of
examining the financial basis of
the inflationary boom we have on
our hands. It is that we need some
common ‘ground of understanding,
or benchmark of reference, against
which to cast the financial -de-
velopments which  engender cr
permit inflationary -boom and
warp the economy away from the
type of one I have described; “We'
need to know from where we start
in order to observe how far we
have got. o
Inflation and Deflation of Money

As I have already ‘intimated it
is, in a going economy, arithmeti-
cally impossible for  prices in
general to advance in an inflation-
ary way if people can get money!
to spend in markets-only by simul~
taneously putting goods into- mar-
kets to be bought. That way the
goods always keep up with ‘the
money and over-all prices ‘eannot
shift very much. It follows, then,
that only when extra money s
both created.and poured into mar-
kets does the amount of money
coming ‘to market exceed the
amount of goods, with the result-:
ant bidding up of prices in gen-
eral which we call inflation. The
analysis of the financial basis of'

inflationary = boom thus comes
down to, first, a' consideration of '
how and why extra money is
created and. poured into markets;
and, second, an ‘examination of
consequences = demonstrable | by
close reasoning and verified by -
historical record. . :

Extra ‘money is created by a'
process that is the modern equiva- -
lent of the money printing press, ’
It depends’for its functioning p~"
on the American habit ‘of paying.
most  bills - by = writing ‘checks"
against demand deposits in com- "

‘mercial banks. ' The deposit, in a°

gold standard ‘country,” is the’
bank’s promise to pay in gold, or
something readily convertible into
gold, if called upon to ‘do 20, Since
everyone expects that the bank.
would pay ‘if called uponand'al-
lowed by law to do so, these lia-"
‘bilities, ‘or deposits, are them- :
selves used as money. We trans-"
fer them to each other by writing
checks to pay for the goods and:
services we get from each other, :
Everybody knows that one way
for ‘a check deposit to come into:
‘existence is to take coins and
paper money, or checks drawn in’
one’s favor, to the bank and “de<"
posit” them. Not'everybody knows
about’the other way, which s the:
one significant to our purposes. It ;
is for the bank to trade promises-
with its customers. 'A borrower
gives to the bank his promise to:

the borrower at once. 'The banlk .

keeper to set up in the records a-
deposit in favor of the borrower.;

ence  that was not there :before. :
Thiscconstitutes brand new money :
against which  the, borrower can.
draw checks and pay for things.
like any other depositor. -

Please note especially that this’

'deposit which its owner can spend *
in the markets—was not secured.
by the owner through concurrent

and equivalent contribution of ac-’
ceptable goods to markets, '; © -,

guishing deposits should be equal--
ly observed. This happens when"

off. his loan to'the bank. It re-
sults in a canceling out against-
each other of the bank’s deposit- ..
promise-to-pay -to-the - customer
‘and the customer’s promise to pay -
to.the bank. Please note that in:’

secured by selling goods or serv- -
ices in the market, cannot go back

(Continued on page 26)
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All of this stock having been sold, this announcement appears as a matter of vecord only, and is neithey
an offer 1o sell, nor a solicitation of offers to buy, any of these securities. The offering is made
only by the Prospectus. This is published on behalf of only thosevof the undersigned
wha are licensed or registered brokers or dealers in Securities in this State,

100,009 Shares -

Georgia Hardwood Lumber Company ‘

Common Stock
($1 Par Value)

Price $8.20 Per Share

Colpiies of the Prospectus may be obtained fromionly suchof the undersigned as are

does this by instructing its book-."

And so a‘deposit comes into exist-

promise of the bank to pay-—this, -

a depositor 'draws a check to pay.

pay in the future (with interest),™
in exchange for which: the bank .
agrees to pay the same amount to."

The reverse operation of extin-. :

this case the deposit, presumably .

der relatively to concentrate pro-
ductive effort in the areas where
activity was deeply sub-normal
during the war, Reconversion
amounts, ‘then, to a transition
from deeply sub-normal produc-
tion of peacetime durable goods
10 a highly supra-normal produc-
tion of them,

The significant and often -over-
leoked fact is that return to nor-
mal distribution of manpower and
vesources, instead ‘of being behind
8, remains ahead of us.

lend or give "their money to
others, for the lender takes him- o RN

self out of the markets to the ex-
Reynolds & Co.

tent that his loan enables the bor-
rower ‘to ‘enter ' them. ‘Money

~A.C. Allyn and Company
Incorporated

licensed or regisiered brokers ar dealers in securities in-this State,

A "

Equitable Securities Corporation
Clement A. Evans & Co., Inc.

would then be a medium of ex-
change for goods ‘and services— | -
and ‘that only. Tt would also
meet my personal definition of
“honest” money because each per-
son could then be sure that with|
the money he got from selling his
services ‘or goods he could ‘obtain,
over time-spans, equivalent goods

April 11, 1947
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Securities Salesman’s Corner|
, “By JOHN DUTTON
. One of the fundamentals of successful salesmanship is KNOW
YOUR LINE. - In fields of salesmanship other than securities, it is
essential for a salesman to understand how the product he is selling
is'made, what it can do for his customers, its advantages over 'other
competitive products and how his customers can obtain maximum
advantages from its ‘use. . .
" - When you apply this to securiiy-salesmanship you may g0 1pt(;
{he fields of security analysis and you will find out that it is of vita
importance in building and keeping a clientele, that you know which
‘securities you should offer to clients who have varying needs.. This
can be subdivided into general headings sqch as: .(a) Those whose
primary need is safety of principal and continuous income; {b) those
‘who can assume greater risks and who are best served by spequlatlons
“for capital appreciation; (c) combinations of the 'foregoing two
R Thre ‘ t besid ities
¢ . There, are many, other forms ofb,inve‘stn}en, esides securities,
's'{wil as real estate, commpdities, oil* royalties, buﬂdghg,'and loan
_associations, lifé insurance, savings'banks, postal savings deposits,
government bonds:and cash. There are advantages in gach form ‘o
investment and all have their place. A ‘good’ securities -salesman
places his customer’s welfare first. He doesn’t_knock other. forms of
- investments. - For example,. there are times in the business :cycle
when cash is a preferred investment. The security salesman who
advises his customer to convert stocks into cash -because he bglxeves
that:the general price level of securities will decline is building up
his business for the future.  THE SECURITY BUSINESS IS NOT A
DAY TO DAY, OR. WEEK TO WEEK BUSINESS—RESULTS MUST
BE JUDGED OVER A PERIOD OF YEARS, The salesman who then
advises. the. conversion of cash. into government bonds is also ‘doing
his customer a good turn because he is providing a source of income
while wailing for:a more promising time of remvestment for these
funds, He is also protecting his client against entry into the securi-
_‘fies market at an inopportune time if these funds are in the securi-
“ties rather than cash. CASH BU NS SOME PEOPLE’S POCKETS._
. When it comes to advising your customers how to obtain maxi-
mum advantages from- their investments in securities, the field is
wide open for salesmen with ideas that are based upon sound
fundamentals. Some salesmen say ‘“ask for a list of holdings.” That
is the correct idea but you have to show your prospect the benefl‘fs
- he may be able to obtain from an analysis of his holdings. This is
how you do it. . Show your prospect how to increase income without
sacrificing security. - Build up quality where such is needed. Place
emphasis upon capital gains if this'is called for. A list of securities
§s a confidential matter to most people. -It is no wonder that so few
people do ‘not wish to hand one over to any salesman who might ask
for it. Faily : .
o In order to build up an’ investment account you have to know:
What an investor needs and what are his interests. After this is
determined you can make suggestion for supplying these needs. By
doing this ‘you obtain ‘lists ‘and you can do .it. without using high
pressure, - After -you ‘have explained to your customer that each
ssecurity which he owns has a definite place in his investment pro-
‘gram, ‘changes in individual securities become an automatic pro-
cedure. The suggestion to -sell ‘security A, and-buy security B, no
f.lo'nggr $ta;;ts_; g centroversy as to why one;security is more attractive
‘thanthe other: BUT .SHOWS WHY:A WEAK SPOT IN,.THE LIST
‘AS A WHOLE SHOULD BE-STRENGTHENED AND A STRONGER
“SECURITY PUT IN ITS PLACE. Selling out 25% of an entire list to
q;mt the proceeds into some very high grade temporary investments
at a time of uncertainty then becomes a logical step connected with
the longer term preservation of capital. These things are the very
‘#heart of a progressive investment program. If we can sell practical
}ideas to our customers we can count upor a sustained volume of
ff business even in today’s very uncertain times.
Ni L ? oy 2 BB
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(Continued from page 25)

'| to market to buy things because
' | the deposit has been extinguished.

By this process of creating and
offsettingly ' extinguishing check
deposits, commercial banks per-
form a vital function that is sub-
stantially equivalent to, but in-
accurately described as, lending
other people’s money. As one man
pays off his loan to the bank a
new loan to another is made. For
commercial banks to perform this
function they have to. have the
power to create “and’ extinguish
deposit-money.

But if—and it is a very impor-
tant “if"—a bank creates deposits
and it or. some other bank . is not
simultaneously and -equivalently
extinguishing .deposits . then two
inescapable eonclusions:arise

¢ | which are ‘as important as- they

are generally unobserved by most
people.

The first one is that to their
useful functions of acting as clear-
ing houses for payments and as
agents for what amounts to lend-
ing other people’s money, the
banks have added the function of
creating néw money without
goods to match it.  If, on the other
hand, the banks are retiring more
deposit-promises-to-pay than they
are creating they ‘are extinguish-
ing existing money needed to bal-
ance existing goods offered in
markets. Let me add instantly
that this conclusion is not made
in derogation of commercial banks
or bankers. Banks, like other en-
terprises, have to compete to sur-
vive. They are powerless to con-
trol their functioning in this re-
spect. They, too, are victims rather
than originators of this blowing
up or collapsing of the money
supply. If there is blame to be
placed it does not fall on the com-
mercial banks.

The second important conclu-
sion is that when the banks are
employed ;either to create or to
extinguish‘ money on net balance,
then the balance between money
going to market and goods going
to market tends to be destroyed.
The road to inflation. or deflation
is then opened.

Wartime Inflation of Money

With this money mechanism in
mind, the central firian¢ial‘fea-
tures of - this inflationary ‘boom
can be pretty quickly.stated..The
first feature is that during the
war the government made exten-
sive use of the printing press func-
tion of -the commercial banks in
order to get money to spend in
paying wartime bills, It did it by
printing promises to pay in the
future—that is, bonds—and lodg-
ing them with the commercial
hanks "in exchange ‘for deposits
currently to spend, in the manner
I have just described. The result
was a tremendous increase in the
supply of money. It rose from
$33 billion in 1939 to $110 bhillion
recently.

This is a monetary inflation of
hisg)ric proportions. We have no

odern ,parallel for .t -in this
?opntrg’él‘?i*égoz‘dsf " Mé§1§‘ econd-
mists excuse monetary - inflation
during war as an emergency
measure. Others condemn it, Vir-
tually all of them recognize it as
one of the most cruel, unjust and
hidden forms of taxation with
long-lasting evil aftermaths, That
is controversy with which I am
not here concerned. My point is
that we are confronted with a sig-
nificant fact dispassionately o be
recognized in analyzing the boom.

A second, and I'think unique,
financial feature in.-the boom is
that after the government had got
the money and used it to pay its
bills. it actually succeeded in pre-
venting people from re-spending
substantial parts ‘of it in markets
by imposing price and ration con-
trols and by making psychological
appeals. This maintained some-
thing of a fiat balance between
goods and money coming to mar-
ket — and hence control over
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prices....But .since there were

no goods to match the unspend-
able part. of the money . and
never will be—they were: taken
by the government and used
up . or given away in. fighting
the war—the controls served: to
hide” but not to change 'the
extent of dollar ‘multiplication
and depreciation involved. It is
impossible for the  held-back
money to come into markets now-
adays and get goods without caus-
ing now much of the bidding up
of prices which (aside from in-
tervening increases in- productiv-
ity) it would have previously
caused if it had been freely re-
spent when first issued. This is
true no matter how greatly we
increase current production, for
that production by itself generates
enough income in the way of pay-
rolls, dividends, rents, etc. o clear
the markets. The extra money
will always have to compete with
buying that is already -sufficient
at the given price. .

This presents a puzzling. ques-
tion to those who would interpret
the financial aspects of this boom.
It is the question-of how much
of the held-back money -has come
and is yet to come to market. The
question is rendered more note-
worthy by the fact that increases
in the supply of money have
slowed down or disappeared in re-
cent weeks even though the door
to further increases remains wide
open. Yet at the same time prices
have continued to rise, indicating
a generally greater availability of
money than of goods in markets.
The identity between the creation
and the . spending of new money
in markets has been broken, thus
leaving to conjecture how much
of previously created money is
yet to .find its ‘way to market.
Since there are no reliable and
convincing precedents I can only
give you my guess from an analy-
sis of the .monetary and income
statistics that. there is still'a lot
of it tocome.

The third significant financial
feature of our inflationary boom
is that the “easy money” policy,
as it is called, of permitting the
continued expansion of the money
supply, is still being continued as
this is written. Virtually com-
plete power to check the inflation

‘of the'money supply lies:with:the:

Board ‘of Governors of the Federal
Reserve System.!:The reasons:for
the policy must, therefore, be
sought there. Others can only in-
dulge in conjectures, I have two
conjectures. The first one is that
it is perfectly human to be fearful
of being blamed for stopping an
inflationary boom in which every-
one ssems to be happy, even
though, where extensive monetary
depreciations have occurred in the
past, it has been the one who stops
them who is finally acclaimed as
hero, and the one. who started
them. who is blamed as villain,
rather than vice versa. ;
My second conjecture is that to
stop the money inflation would
cause government bonds to de-
cline in price somewhat. People,
riot being able to get new money
so easily at banks or having to
‘pay - higher: interest : costs if- they
did, would sell their bonds to each
other at lower prices when they
tried to get money fo spend. This
would - mean that government
bonds coming due and having to
be re-financed ~would have to
carry higher than the present arti-
ficially low interest rates.. This
would mean that slightly higher
taxes would have to be levied to
pay the added interest cost on new
issues. In the meantime, the
authorities ‘are trying to reduce
taxes. If this be a correct con-
jecture,'then we should recognize
that the decision made is not just
an all-by-itself decision not to
collect more taxes from people to
pay back to people as better in-
terest on their bonds. It is also
decision that, to the extent con-
tinued monetary and price infla®
tions are involved, the bonds when
they are finally paid off will buy

X R'—(:oi's and Prﬁits' 6f Boom

;ewer goods. The $100 bond and
its accumulated interest cashed in
now. will already buy only about
igtig—ﬁfths of what it would in

“This. Time It Is Different”

So much, then, for the physical
and financial origins and bases of
inflationary boom. One’s iriterest
next turns naturally to the ques-
tion of whether the boom has to
come to an end and, if so, what
then. If we areto get the answer
by refergnce to historical prece<
dent it is ‘easy: All inflationary
booms have-ended. Their ending
has’ been attended . by . economic
disruption and maladjustment. In
the case.of the bigger and better
booms and -busts- there have fre-
quently - been  social'"disturbance
apd ~institutional - change ‘‘some-
times-reaching the proportions of
revolution.

! There is- another ‘facet of the
history of inflationary booms that
to me is almost -hypnotic in its
fascination. - It is that always they
seem to ‘have been attended by
popular rationalization to the ef-
fect ‘that “This time things are
different and so we can have the
advantages of inflationary boom
while escaping the consequences.”
This we-can-have-our-cake-and-
eat-it-too philosophy - has -some-
thing so insidiously seductive and
so destructive of reverence for the
lessons of history about it that it
seems that nearly every genera-
tion just has to learn all over for
itself in the same old hard way
that monkeying with printing-
press money is playing- with'eéo~
nomic and social dynamite. ’

Analogous rationalizations and
propesals, butiressed by hope, are
abundantly present today. There
is, for example, the frequently
heard postulate that we are'a ma~
ture economy. It is proffered not
only as justification for but .as
necessity for' various forms: of
government controls over money
and other things supposed to:be
beneficial. Then there is.the we-
must-not -rock -the-government-
bond-market fetish. - There -are
also various groups of earnest and
sincere business men proposing
full employment guarantees-. in
terms of incentive taxation, com=-
pensatory public - spending;; func~
tional finance and various schgmes
to freeze government.bonds.inte
commercial banks which verge on
their partial repudiation. There
is urging that inflation be hidden
at sellers’ expense and buyers’
benefit by artificially  holding
prices below competitive leyels
for which I find the amusing
analogy that to keep the tub from
overflowing it is better to drink
up the water pouring into it than
to shut off the tap. By some it.is
even deemed almost sacrilegious
to find. fault with the picture: or
challenge capacity to have our
cake .and eat it too. Why, I even
find myself hopefully wondering.
whether it would not be possible
to escape, this time, the conse-
quences of nolable boom such as
the. factual evidence and my own
eyes inform me, however reluc-

|tantly, we are now experiencing!

What one does mot hear is gen=
eral resolve to obtain for our-
selves “honest” money and stick
to it through thick and thin, That
resolve seems {o come, if it comes,
only after the hard consequences
of not having hard money have
been demonstrated . anew to' the
new generation. ;f

Under Cover of the Boom ' .

‘There must be something that
goes on during inflationary boom
that sets the stage for its after-
math, but which, being hidden
from ordinary  observation and
measurement, permits people to
view and tolerate the presence of
boom with present delight rather
than foreboding fright. I think
there are such things. They are
in the nature of production, price,
profit and wage maladjustments.

They are costs that are deferred
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but ' real; they are: costs: that-are
current ‘but ‘whose disclosure- is
.. deferred. They are misconceptions
and’ deceptions -of who -gets-what
and: they -all-tend to' be-obscured
1n superficial -satisfaction .in -an
over-all . picture - of - apparently
Pprosperous . production - and, em-
ployment. I think it worthwhile
briefly .o - note- some * of- these
t]:tvmgs that lie beneath the surface
43 m. - e
- Go baek, .for a moment, .to.the
hypothetical . economy --in. -which
Ppeeple ‘get money to spend only
by concurrently- supplying. accep-
table. goods..te- markets—or + by
borrewing it {frem ethers who- got
it that.way, -Then suppose - that
Bomeone comes -into: the market
‘Wwith newly . printed money and
buys things. Then see what hap-
pens: In terms of real things, of
course, the new buyer gets some-
thing for. nothing—that is ‘why-we
have laws against private counter-
tgu:mg... He gets. the goods by. bid-
ding prices up so-that the money
of ‘others. fails. to . cover the pur-
chase of goods produced..by- the
amount of the new buyer’s taking.
But' that -is> only the beginning.
The 'prices .and -apparent .demand
for the goods taken by the new
. buyer improve in the eyes of their
supplier,. - ‘He . then -has. .bigger
profits,” He ‘is able to pay higher
wages and prices for what he . in
turn buys, -thus pulling workers
~ and materials -away- from . other
.uses to supply the synthetically.
enlarged. demand for his product.
His larger profits make it possible
and. seemingly  desirable for him
to increase investment of savings
in larger plant, inventories and
working capital.
.. But please note that.this shift-
Ing of manpower, materials and/
capital is' based. on. synthetic. de-|
mand—on the entrance into mar-
ket of new money not matched by |
goods, . The shifts in production |
and investment are dependent for|
their. validation on a.continuing!
supply of new. money. That is
why starting an- inflation is like|
ratching a bear by the tail. -
When' the supplying of new!
money: stops—angd. sooner or. later!
it ‘always has to — the demand
stops; - the additional investment:
iis ‘proved to have:been: wasted,!
the - inventories - to. ‘be -excessive.|
The supplier reduces ‘his employ-
ment and -purchases: -from others.!
Thus unemployment spreads, - -
“"There:are numerous other mal-!
adjystments: that develop ~under|
rover of inflationary boom, ' In-
romes do not, rise evenly, There:
are great groups of incomes which:
are relatively fixed or stow mov-
i They  inelude those of pen-
sioners, of life - insurance ‘bene-
ficiaries, and the incomes of edu-
wational and charitable institu-
tions based on investment for in-
terest return of donated funds.
There are 'the incomes of the
“white- collar” groups, such as
school teachers, -whose *situation
has recently had startling illus-
tration in school teachers’ strikes
against constituted-civil authority.
As agricultural and industrial in-
comes rise and their cost is re-
flected in prices, these groups are
blocked out ‘of their customary
buying: of the products of other
groups. Thus:channels of distribu-:
tion are warped: and wrenched.
‘There are deceptions involved:
for: both- investors and workers
which resul{ - in the unwitting:
consumption of capital through
‘gver-estimate of real profits and,
wages. . Thus corporations count’
a$ costs, and reserve out of sales
as depreciation,:the amounts of
plant and. equipment deemed to
haveé been used up in the year.
But they measure it in terms of
the !original - cost of the items.
Later on when they come to re-
_place the items they find that
they have not reserved enough to
cover the replacement at the in-
flated prices. They discover they
have becn hoaxed on their real
profits and have to go into debt
to banks to. get more dollars.
Commercial, industrial ‘and agri-
cultural loans of weekly repart-

| talists” have their wealth in prop-

| folk”?:who are hurt—and in:three!

{being-undermined. Each time, for.

a‘record-breaking:46%: in the past
year,: | Sk G oot I
-+ Or take industrial labor—it:also
discovers. - that':: substantial . seg-
ments of -its-wartime “gains? and
savings-turn out’ to have been a
hoax. ~'Thus, although-its-weekly
wage :advanced - faster - than 'the]
controlled -cost of ‘living "did /dur=;
ing -the-war, the wage could not]
be - fully'. translated: - into-:real]
things ‘wanted ' because - the: gocds
were- not' there 1o be had. ‘When,'
after:the war, workers try to-ex-
change -their money savings ‘and
current'wages for real things they
find- that  the  extra. money -has
bid ‘up: the :prices ‘and much. of
that-which.was thought to be say-
ings- or' gainis net:there. - They
were, in reality, subjected to tax-
ation-for which the- extra money
they ‘were- allowed to hold was a
receipt, . net. ‘real purchasing
power.- The beélated discovery of {
these hidden.costs is.not pleasant
to either management -or labor;
and it-is-not:surprising, therefore,
that . one- of . the fruits. of  infla=~
tionary -boom - is: management-la-
bor controversy, v :

There. is, in fact, a general de- |
ception inherent in an- artificially
low- interest rate. policy: with re-
spect to.the extent of real savings;
and. who. is benefited: or  hurt by
it, - Consider,. for. example, who

are the real lenders.in- Amecrica.|.

Many people would ‘assume them |
to-be ‘the.so-called wealthy  peo-|
ple. . -But.there-are some $50. bil-
lion-of savings bonds; the invest-'
ments of lifé:insurance companies:
amount to  another $50 billion ori
thereabouts; time and-savings'de-|
posits: in ‘banks: account for ap-'
proximately  $59 billion - more.]
Then- there "are -the untabulated!
funds -invested: at.-interest -uponi
which pensioners:and many chari-|
table and -educational- institutions!
are “dependent, - The . people:in-]
volved vrould ‘scarcely be- classi-:
fied as “‘eeonomic royalists.” "It is,!
indeed, the:“little folk” ‘of Amer-
ica- who ‘provide its' interest-bear-:
ing-capital. The so-called *capi~:

erty-and equities and, aside from'
government: - 'bodies, they . are,:
either directly or -indirectly:
through-corporate ‘enterprise,’ the:
principal borrowers—not lenders.:!
" When - extra money.-is supplied:
te “hold intérest: rates. down and:

push - prices' up it ‘is these “little!

ivays: First, their interest income:
is reduced-in: dollars; second,; the:
dollars ‘will:-buy still less beeause:
of higher prices—these twe com-
bine-to. squeeze- down their cur-;
rent - savings margin- in - dellars;
-and:. third, their previous dollar:
savings nre-evaporated in terms
of real things:because, when their:
dollars are returned to them, they
will buy less than they would
when first saved and loaned. The
borrowers, .on the other hand, are
advantaged, first, by being. able:
to. get money at artificially .low
rates ‘and, second, by.being. able,
later on, to pay off what they
have borrowed in cheapened dol-
lars,

‘In the meantime, the issuing of
new: money and indebtedness can
be used -by' statisticians, if they
desire, to -make it appear that.
savings are increasing instead of

example, that a new billion dol-
lars is issued. it belongs to some-
body: and- so it can.be said that
savings -have -increased a billion
dollars. If- they also add. in the.
billion. dollars- of bonds on which
the money was based,. they -can
make- the. savings appear -to be
two billion dollars. Thus the easy
money policy can effect the hid-
den consumplion of real savings
while appearing to do.the oppo-
site. It can seem to benefit the
“little folk” while accomplishing
the cpnosite.

There is one further phase of
inflationary ~boom worth noting
because it is an element often re-
sponsible for endorsement of in-
flationary or “easy money” pol-
icies. | As prices increase it. be-
comes possible to re-hire disem-

lar.&nd ¢ents wage ‘rates. ~This.is
because;- in-terms-of xeal things,.
the rising:prices reallyconstitute:
a relative~ wage * rate- reduction,’
often unrealized: by workers,- The'
wage: rate: when' it -is too- high:
serves- to -price ‘ ‘workers-‘out - of
markets, 'just: as - goods - can ' be
priced: out- of- markets.- - But the:
wage-rate-as.a-dollar and :cents:
figure is institutionally: highly re-'
sistant to.downward readjustment.'
Hence- . there « is - always  public:
temptation to accomplish its rela-!
tive reduction by-the indireet in-
flation/- method--as a -means:: of:
bringing;: -abeut- re-employment..
What: people ‘have to ask -them-.
selves  is -whether-' the -boom 'and.
bust- methed- of - adjustment, .with:
its other.: consequences : to -the:
economy; is really preferable to
the direct-dollar and cents adjust-
ment,.. when. . unemployment; .. is:
present.: If:the:inflation’ method:
is adopted . it . should further be:
noted- that it will: not work. as a
means .to .re-employment -if - the
wage - rate - is -institutionally. ad-
vanced - as.-fast as-.the .inflation
proceeds; - This. was.. abundantly!
illustrated. during.the 1930’s, - Un-
employment. was as greadt..at the:
end .of the.decade. as, at the .be-:
ginning .'despite . great  ‘“pump-:
priming” during: the period.. =

After the Boom :
I have wondered why it is that.
when the boom.is over it has not:
seemed historically possible quick-:
ly to. shift manpower. back. to the
condition. where. people .do. pro-
duce things. competitvely. accep-i
table ot each:other in markets and:
do. get -their.money to buy. each:

-other’s. products. exclusively: from |

that production. — inshort,.why
cannot the maladjustment wrought:
by inflation - be -readily, reversed:
and. balanced ; .economy. quickly,
restored? S A e
Part of the answer.is that by
reason-of -hidden . consumption of:
capital and .misdirected invest-
ment, we.come-out of ithe boom
short.of. the right distfibution.and
maximum:amount. of the tools of;
production .needed for. full em-
ployment'at high. wages in a bal-
anced economy.- The capital that
‘was.ovér-invested, for example, in
order to produce ‘for- the boom’s
.synthetic ~demand, - would- have
been .better invested elsewhere.
Lacking these tools we have te get:
them. by . consuming less, saving
more! and'- widening: profit -pros-
beets ' ‘to “'attraet - investment - in
them. . This means that eosts have
to eome down: and, since costs are
only - the- other: side- of income; it
means that incomes have to come

down too." . Farm~ incomes . and
-profit :incomes' -come - down - fast,
but -wage costs—whichis. about:
three-quarters ; of --all - costs =-is{
-very resistant by reasonof; wage;
rate: rigidty ‘and: so} its -reduction:
takes the form of unemployment.
. Another: part - of ithe reason-is
that in-the course of inflationary:
boom;:bank created -money -often
tends"to- be: based: on- customers”
notes ;secured :by: commodities ' ori
collateral.the: prices of -which’ are!
rising.. When ' the-boom, is ‘over:
-and prices start down,; banks; he-
ing fearful-that:the:value- behind;
the customers® obligations will . no

'lenger.:.cover : them; are competi-!

tively compelled:to. require- their:
customers  to -repay their- loans.:
This compels customers to sell the!

commodities.or: securities on. fall~|:
ing markets to get:the money to|
pay off, their loans—the ‘depositsi|:

thus being taken out of. markets:
and  extinguished- by .the process
reverse-to their creation. . But the
compulsory- selling . speeds’ prices
downward thus putting 6ther sim-i
ilar loans ‘‘under water,” and so,
like a row of dominoes, a.vicious
spiral of deflation.and money. ex-
tinction gets started. These vicious,
spirals were.notable in the defla-
tions beginning in 1920 :and 1929.

‘| They increased the magnitude. of

the readjustments in .prices, prof-
its and wages: to be ‘made to re-
store a balanced.economy. . Defla-
tion. may . be: the consequence. of
inflation, . but it is not . its cure,
‘The only cure I' know. for defla-
tion is not to have the inflation
out of which it is bred.
- Guide-Posts . - .
In "discussing  this inflationary
‘boom,; -its- origins -and: evolution,
'the -causes-and ‘the consequences,
'there 'is - always-one question ‘that
‘comes” up, - It -is- the’ question of:
when-it -is: going to end.~ That is
a -question:-about- the answer-to
‘which I do ‘not:believe: that any;
'one - is “wise- to - be - dogmatic.,
‘Although-there are’' powerful:and
compelling ~ similarities - ‘between:
the' inflationary: booms- of ‘differ-
‘ent times’ and’ places,-each -boom
"also-has its differentiating charac-
teristics. ‘I have -indicated- the
one that to me seems most unique

with respect ‘to ‘this: boom. It is|

-the presenceof previously created
-and held-back money- yet-to come
‘to ‘market, but- in - amounts net

readily measurable. Instead; then, |

of ‘trying to time the boom’s top
in- terms -of . precedents it seems
'preferable to.note the:major. de-
velopment which ‘would’ indicate
its approach. : ;
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one which. derives directly -from.:
the ( definition." of ~:inflationary: .
boom as: extra ‘money: going' into.
‘markets. "The boom-~certainly its
inflationary aspects-—will he over:
when :the: flow: into: markets: of '
-extra money ceases.: The flow. is
coming from-two- sources: 'There -
is the coming to-market of new -
‘money. previously ‘withheld from -
.the-wartime inflation; and there is
the; continuing: freedom:of" banks.
.and borrowers further: to expand
the 'money - supply -at: artificially
Jlow-interest: rates; ~The contro} of
.the-latter: lies-within- the ‘disere-
-tion-of ' the~monetary: authorities,
as; indeed; does discretion to con-
tract existing money: supplies. to -
‘offset the:coming to -market of. the
-previously- held-back money.: - |
Roots and Fruits .. . -
.1 come:‘now:-te -a- concluding -
comment on”the  roots:and fruits
.of -boom.«'One.root: of this boom .
is war.- If we wish-to-escape hav- -
-ing:.to- live-in.a ‘boom and- bust
economy, then ‘I -think ~we - must-
recognize ;that the'first:requisite .
of ‘stabilized-and: prosperous: im# -
provement in-living scales is peace .
and.: the ‘enduring - prospect - of
peace: Nralela B laapdinn Hhios o
‘The - other, root of ‘this: infla=
tionary- boom; and. I think- of’ all:
inflationary. ‘booms. and ‘busts, is "
resort: to:the equivalent- of' the .
money :printing. press; instead: of
to the competitive .sale-of - goods.
and. ;services: in ' markets, :as-‘a
means-of getting. money to-spend.
If one does not:-like:the idea: of -
boom and ‘bust: money -then- it-is

{{human. to -try: to: find--some:one

on: whom- to place 'the blame-for
its presence. , Insuch-a search ‘it
is-easy to.place the-finger-on-the -
government or: the -monetaryau- -
thorities or‘the banks: - But I have::
no desire - whatsoever:to-collabo~
rate in that kind-of a selection of:
a “goat.” -It-is-too-easy-and-I1:do~
nat; think' it is: quite honest.: - If "
people’ think: they- would- like«to *
have. an ‘inflationary boom,  re--'
-gardless. of: consequences,-then -no .
one can- blame: these -institutions *
for yielding to the temptation:to
‘give them one.” They are servants -
of. opinion in these -matters--and .
. should-be-in a.land of freedom. 3 ..
I think' the 'ultimatertruth:is’a .
little different. A It'goes something
like this: The: roots: ef inflationary-
‘oo ‘are: public’ignerance. ahout:
‘orindifference tothe: meaning of
‘honest: money - and 'the means: of'
maintaining it; the fruits of boem
are, -injustice, .- wasted: resourees

Land- economic: maladjustment

iwhile-it lasts, and deflationary de=
pression,. unemployment: and:. g~ :

That development is; of coutse,

.cial unrest when.it is over: /. ;7 -
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This announcement appears as a matter of record only and is under mo circumstances to be construed ‘as
an offering-of these securities for sale, or as -an offer to buy, or as a solicitation of an.offer to
buy, any of such Securities. The offering is made only by the Prospectus.

14,000 Shares

j Micbigan Gas and Electric Company -

4.40% Preferr_ed Stock

(Cumulative—$100 par value)

Price $101 per share

Plus accrued dividends from February 1, 1947

Copies of the Prospectus may be obtained from the undersigned.

OTIS & CO.

(Iﬁcorpnrated)

ing member banks have increased

ployed workers at unreduced dol-

gitized for FRASER
Lp://fraser.stlouisfed.org/




g™

26 (2084)

THE COMMERCIAL & FINANCIAL CHRONICLE

Thursday, April 17, 1047 '

‘A Balanced National Budget

. (Continued from page 3)
‘weighed, the number. of pages,
and so on, The budget bureau did
mnot produce so. big a hook just to
.be impressive. Its size reflects the
great scope and complexity of the
Federal government. There are.
hundreds, even . thousands,: of
Federal administrative units, large
.and.small. Perhaps all were nec-,
essary . during the war, despite the
duplication.  .The - Jap spy - re~
ported, you remember, that it was
no use to attempt a quick end of
the war by bombing Washington,
.because. we, had two. of - every~
thing.- We certainly do-not need
two. of anything now, and there
Aare. many . agencies which- should
be completely closed- up, This - is
a “must” job, for Congress if we
are ever to get the Federal spend-,
ing down to a reasonable level. As
Mong as the agencies' exist, the
budget will contain some recom-
mendation for their support.-

There hag been a three-way
<lash - over fiscal policy in the
‘present Congress. The-three angles
-are! reduce . spending, reduce:
Aaxes, reduce the debt. If it were
‘possible  to operate -government
according to straightforward eco-
-momic- principles,’ all of these
things could: easily be done. But
government is seldom operated in
that way, Much of our trouble can
ke laid to political expediency.

The key to the situation is the

- spending. It is impossible to have

o

. commitments,

any reduction either of taxes or
1he debt, unless we can reduce the
budget to a sensible level, Some
recognition of this fact occurs in
the  Legislative Reorganization
Act -of 1946, which required the
taxing and spending committees
of " both Houses to produce, by
February 15, a “legislative budg-
et.” The term is not accurate, for
the joint committee did not, and
<annot, produce a budget in the
true sense.’ It announced a total
of ' expenditures,  but the  two
Houses differed, in their separate
wvoles, on what this total should
be for 1948, and there has been a
Yong delay in adjusting the dif-
ference, 'In any case, the total
-::\gé'eed gpq? is in {10 sense bind-
ang, and it is entirely possible
7that the authorized spending may
«<xceed: this total, Its only effect,
if any, is a moral one, :

. Asui'e'from the congenital and
‘incorrigible - spenders, every one
wants® to see taxes reduced and
ther'debt paid off. It is my firm
~conviction that both of these ends
~<an be achieved, provided we live
“xight and make our government
-dive right. Let us review the situ-
alion briefly,

: -Reduce Spending

+As 1 have just said, the key to
<our fiscal log jam is the size of
‘the Federal budget. Many people
:were shocked that the President’s
-ludget for 1948 ‘was as high as
' $375 billions, The Committee on
;Post.war Tax Policy published an
‘wutline budget for 1948 with a
:'tolal. qf $31,577,000 shortly before
,the joint committee agreed upon
“and reported its total of $31.5 bil-
‘dions. This- total . seems entirely
feasible, For 1949 the Committee
-on Postwar Tax: Policy suggested
;4 budget of about $25 billions,
and for later years it advised that
the total be set even below that
figure.

'+ "Every category of expenditure
{in the President’s 1948 budget is
open to challenge in greater or

less degree. The two  functions

‘which have evoked most con-
_troversy are (1) national defense,
and (2) foreign relief and related
Uncertainty  over
ihese requirements may be one

reason. for the delay in adjusting |

the difference between House and

«~ Senate legislative budget figures.

A third factor which has been em-
vhasized by the President in the
influence of the budget total upon
ghe inflationary situation,

igitized for FRASER
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Every one wants adequate de-
fense and no one wants to impair
national security by undermining,
‘the defense establishment. Our
difficulty is: that' we have no au-,
thoritative judgment as to how
much we really- need: to spend to.
attain this security. This diffi-
culty is not confined to defense. I
have shown you that the Federal,
'government has become so large;
and: unwieldly as to involve huge.
wastes and inefficiencies, As long,
as the people..continue to pay.
taxes without toor much protest,
there will be no incentive to seek,
more  efficient ~ organization or
procedure, in the defense estab-
lishment or elsewhere.

"With respect to national de-
fense, the testimony of the pro-
fessional' soldier cannot always;
be taken at face value. In testify-
ing before the House sub-com-
mittee. on the 1947 naval appro-

asked if he was satisfied with the:
amount, that the budget bureau:
had proposed for 1947, His reply

Admiral said: “No naval or mili-
tary man is ever satisfied with;
what is made available.” Stories:
have gone around that both Mr,
Forrestal and Mr. Patterson have
been saying, in confidential, off-
the-record conversations, that
their respective departments
could operate effectively on what
they would get under the House
budget total. In the correct,
bureaucratic tradition, they had
to make loud squawks about the
proposed reductions,

There is: one: aspect of the pro-
posed. defense expenditures and
requirements that needs fuller ex~
ploration. The President’s esti-
mate for defense in 1948 was
$11.2 billions net, Of this amount,
about $10° billions was to cover
the actual operations of the year.
Much of the balance, it was ex-
plained, was to meet unliquidated:
obligations of prior. years, which
means bills incurred - in 1947 or
earlier and paid in 1948. The im-
portant question here is the ex-
tent to which these bills of prior
years: are valid commitments, or
just -an earmarking of unlapsed
appropriations to. hold the money.
The. New York “Times” of Jan.

:22, 1947, had a leading story on

this earmarking practice under the
headline—“Army and Navy buy
heavily. in June to hold the
money.” Note the ‘emphasis upon
holding the money rather than
upon ‘the need .for- the things
bought. A careful audit of the un-
liquidated obligations to be paid
in 1948 would no doubt reveal ex-

-|'tensive -ecommitments- to. -spend

merely to prevent the money from
getting away. If we were to stop
-this  practice; and -also: to -comb
out. other wastes, we could have
an.adequate defense establishment
in 1948 for $10 billions. One small
but no doubt typical example of
waste is the recent announcement
that the army’ plans to install a
presidential suite in Walter Reed
hospital, with a separate elevator,

ready has a presidential suite, with
separate elevator, that had been
installed for President Roosevelt.
‘Viewing the deféense cost in terms
of average cost per -man, it is
highly suggestive of unnecessary
spending to find that in 1945, at
the peak of the war effort, the
cost was. an average ‘of $6,960 per
man in service, while in 1948, un-
der the President’s’ budget, the
cost would be $6,790 per man, or
only $170 per man less than was
needed when we were fighting all
around the world,

- Foreign: Relief

The Federal government has
provided billions of dollars for

foreign relief, recovery, and re-
habilitation. Many of the earlier
commitments have been met, but
other demands continue to

emerge, Mr, Hoover’s estimate of

priation bill, Admiral Nimitz was,

was frank and revealing. The!

although ‘the -naval hospital al-.

$475,000,000 for German relief,
and the British request that we
assume the liabilities of the situ-
ation in Greece- and Turkey, are
the ‘most recent. Some:have said
that these new obligations will
upset the House budget, or even
the larger Senate budget. :
This is not a necessary or in-
evitable result. $31.5 billions is a
lot of money, and there should be
room. in it for various readjust-
ments. These new developments
mean that certain -items in the
budget have -acquired a higher
priority than they oncé had. High
or low is a relative matter. If
some things become more im-
portant, then other things become

less important. If we: must spend |

more abroad, then we should cut
down on some of the spending we
had planned to, do at home. As
individuals we always face this
problem of relative importance in
our spending. When: the average
family must meet exceptional
medical bills, or when it decides
to buy a new car, there must be
a rearrangement within the fam-
ily- budget. The medical expense
demands- a higher priority or the
new car is given a higher one; and
in consequence, the spending for
other ‘things is curtailed or elim-
inated entirely. .

1 say there is plenty of room in-
side of $31.5 bililons to make
these readjustments without going
over the total. But it cannot be
done unless we are willing to
reduce or eliminate some of the
less necessary things. Here are
two examples of the kind of un-
necessary spending which we
could avoid if we wanted to keep
the total budget down and yet do
our share for world relief. The
New York “Times” of March. 16,
1947, reported a vote, by the Sen-
ate Agricultural Committee,togive
corn and wheat farmers a bonus of
30¢ a bushel on last year’s crop
of corn and wheat if they had not
already ' got’ it. While they were
taking this'vote the price of wheat
went above $3.00.a bushel, a price
not realized since 1917. The cost
was said to be at least $313,000,000
and. possibly $1 billion, A second
example is the scheme for. Fed-
eral financing of housing, educa-
tion, health, and other aspects of
welfare, to cost possibly $1 billion
a year for a number of years. My
point’ is- that these and various
other bonuses, gifts, and subsidies
should be whittled down, deferred,
or eliminated entirely, if our ob-
ligation to support the rest of the
world is made a first rank duty.
There just isn’t money enough, or
wealth: -enough, .in ' the United
States for us to do everything for
everybody that somebody would
like to do.

The Budget and Inflation Control

In the August, 1946°'review of
the -budget the President said:

“The tax reductions and adjust-
ments made last year fully met
the needs for adapting the war-
time revenue system to the recon-
version period. I repeat, no fur-
ther tax reductions should be
made_ until the present inflation-
ary situation has. passed. Our tax
policy should be designed not only
to check inflation but to prevent
any particular group from profit-
ing by it.”

We must deal especially with
the statement that. taxes shpuld
not be reduced until the present
inflationary situation has passed.
The. inference is that high taxes
will, in some way, help end the
inflation. The cause of the price
tendencies which we call inflation
is the creation of new purchasing
power threugh bank loans or the
issue of paper money. The reason
for doing this is the excess.of
governmental spenging over tax
receipts. As you know, there were
large deficits during the war, {o

say nothing of the deficit that had
been piled up during the 10 years
preceding the war. From July 1,

1941 to June 30, 1946, the govern-~

ment obtained $383 billions for its
‘spending “and its cash balance
needs. It .collected $169 billions
in taxes and borrowed $214. bil-
lions.’ Non-bank investors -— in-
dividuals; ' insurance . companies,
and ‘other institutions — loaned
$128 billions. The Federal Re-
serve: Banks loaned $22 billions,
and the. commercial banks sup~
plied $64 billions.

The loans made by non-bank
investors were non-inflationary,
since: the money came directly or
indirectly out of current income.
The inflation was caused by the
bank loans, since they created
new purchasing power. As-a re-
sult of the vast volume of pay-
ment transactions, the increase in
the supply of purchasing power
from 1941 to 1946 was as.follows:
Money in circulation (princi-
pally - Federal Reserve Notes),
$18.6 billion,

Time deposits in commercial
and savings bank, $24.8 billion.

Demand: deposits in commercial
banks, $42 billion. )

Government deposits, $12.6 bil-
lion, ,

Total increase in purchasing
power, $980 billion. ) -

Since the inflationary situation
was caused by the creation of a
large number of dollars out of
nothing, this pressure can be re-
duced only by reversing the pro-
cess and getting rid of some of
these dollars, Just as the dollars
were created by borrowing from
the banks, they can be canceled
only by handing them back to the
banks in retirement of debt held
by the banks,

We can do this in one or both
of two ways. One way is to col-
lect dollars from the people
through taxation and redeem
bank-held debt.. The other is to
get dollars from the people by
selling them more bonds and use
this money to retire bank-held
debt. The first method would
mean reduction of debt out of sur-
plus revenue, the second would
mean. transfer of the debt from
the banks to. non-bank investors.
Coming back to the President’s
statement, there would be more
point to keeping taxes at high
levels if the spending were to be
reduced enough to assure a sub-
stantial surplus for debt retire-
ment. This. would eventually re-
lieve the inflationary situation.
But the budget programs for 1947

for debt repayment. On the con-
trary, the official estimate for 1947
indicated a deficit, and that for
1948 showed only a microscopic
surplus. The inflationary situa-
tion would never be terminated by
keeping taxes high merely to sup-

ing.
Tax and Debt Reduction

This brings me to the second
and .third angles of our current
fiscal problem, namely the reduc-
tion of taxes and of debt. Super-
ficially it would appear that these
objectives are in conflict. That
is, granted that the spending will
be reduced, we still face a choice
‘between reducing taxes and mak-
ing payments on the debt.
conflict of purposes is not inevita-
ble.
do something about both.

Debt Reduction

In my opinion, if we can do only
one 'thing or the other, then by
all means we-should proceed with
debt reduction first. The present
debt is a heavy burden.  The in-
terest cost, even at the current
low interest rates, is around $5
billion, which is more' than the
total federal expenditure in any
peacetime year prior to 1935. We
can throw off this burden only by
retiring the debt. This debt is
also a menace to our solvency as
a nation and to the security of our
institutions, We must bolster the
morale of the people as bond-
holders and prevent them from
losing faith in the stability of the
debt and in the values which it
represents. ~ Citizen morale as

bondholders will be broken if we

‘additional debt. increasé. It

and 1948 did not provide a surplus:

port a high level of federal spend-:

This

I think we can and should

revert to further large deficits ar}ii
wi
be preserved and strengthened by
a- resolute: policy of debt retire<
ment.. 4

For these reasons we should do
something about the-debt. But we
must also consider the morale of
the people as workers, taxpayers;
and consumers as well as their
morale as bondholders. - A fiscal
policy which permits some tax re-
duction and some debt retirement
at, the same time will be-a better
morale- builder than-'a policy
which concentrates on either of
these objectives to the exclusiom
of the other. ; -

This double-barreled policy
should be applied while we are
easing our way down from the:
dizzy - heights of war taxation:
Eventually,, when . the federal
budget. has been reduced to a
teasible minimum, say: somewhere
below $25 billion, we should therx
stop trying to provide further tax .
relief and hold the federal tax.
revenues at a level which will as=
sure a substantial surplus above:
current budget requirements for
debt payment.

Tax Reduction

As a preliminary to a discussion
of tax reduction, we should pause
to consider the kind of economy
we want. My conception of the
kind of world we here in the
United States want to have, in
economic terms, is one that is
characterized by high level em~
ployment, ample production, a
substantial national income, and a
rising scale of living for all. There
will be no disagreement on this.
There will be very little disagree-
ment on the proposition that our
best chance of having this kind of
world is through the efforts and
achievements of the private econ~
omy rather than through what
government does or can do to pro-
vide jobs, create goods and in=-
come, or raise the scale of living;
The private enterprise system op-
erates well or badly according to
the strength of - the incentives
which motivate individuals to
work,. to save and invest, to take
risks, to plan and assume the re-
sponsibility for carrying out the
plans.

This brings us directly to the
matter of tax reduction. Taxes
are always burdensome. The
higher they are, the greater is'the
part of each. person’s.income.that
is taken from him and spent by
some one else. When any one has
to give too much of his income
over for others to spend, his in=
clination to get more incomes less~
ens.. And when enough people
lose the incentive to get more in-
come, production declines, unem-~
ployment increases, despair re- -
places hope and enthusiasm.. So,X
say, taxes must come down, tax
burdens must be lightened, if we
are to sustain the economic. vigor
that makes us. prosperous. Evemr
‘debt reduecticn, important as it is,
will become less likely if we keep
taxes so high as to check the eco~
nomic motives. ,,

The four major areas of federal
taxation are: (1) the-individual
income tax; (2) the corporation
income tax; (3) the excises; and
(4) the estate and.gift taxes, In
ail of these areas the tax rates are
at.or near the wartime peaks, even
after repeal of the excess profits
tax. In all of them there is need
for revision of rates and other im~
provements. General agreement
exists on the point that as tax re-
duction becomes possible, the in-
dividual income tax should be
dealt with first. Differences -of
opinion exist, however, as to how _
and where this tax should be
lightened. My own formula is as
follows: i

(1) All should share in the tax
relief. - As income taxpayers we
are all high up on the barren,
bleak mountainside of war taxa-

tion, only 5% below the summit.
We should not lead some of the
people ‘down -into the pleasant
valley of lower taxation while
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leaving others
ile. mountain.! - ;

(2) The federal revenues. must
be: protected. We must keep the
budget balanced and we ought to
do. something each year about the
debt. Hence we cannot go as far
as some have proposed, either in
raising exemptions or- reducing
rates, "

(3) The incentives to work, to
save, invest and take risks, must
be promoted. ' On ‘this I quote
from. the 1947 report of the Com-
mitiee on Postwar Tax Policy:

“A Tax Program. for a Solvent
America, 1947, p. 81:

. “Every citizen has a vital stake
in the welfare of the economy in
which he lives and. works. Re-
gardless of what he does or what
his.own income' may. be, he will
be better off with respect both to
cash. income and real income in
proportion as there is vigor and

far up. on the ster-

growth throughout. the economic

systein. The essential condition
of this vigor and growth is a re-
duction of the tax load, not merely
for small incomes, but for all in-
comes.”

Methods of Income Tax Revision
. The most important step, one
which must eventually be taken,
is a revision of the tax rates,
‘These rates themselves make a
better case for revision than can
Be made in any other way. Un-
der the Act of 1945, the total tax
rate equals 50% at the taxable in-
come bracket, $16,000 - $18,000.
This means that as to any income
Teceived above that level, more
than half is taken by the govern-
ment, The total tax rate equals

45% at the income bracket $60,000

=$70,000, which means that be-
Yyond this level, more than three-
fourths of any additional income
is taken. There can be no ques-
tion of the repressive effect of
such rates upon all of the eco-
pomic incentives that motivate in-
dividuals, No one is going to
work harder, take greater respon-
sibility, run the chances of acquir-~
ing a nice set of stomach ulcers or
a coronary thrombosis, merely to
give the government far more
than half of any additional income

e may earn,

There is no ideal rule of pro-
gressive taxation. Yet it does not
seem unreasonable to say that the
maximum tax rate, even under
present fiscal needs, should not
exceed 50%, on the ground that
no- one should be expected or re-
quired to give the government
more than half of any part of his
income. The bad effects of ex-
cessive taxation spread far beyond
the taxpayers directly involved,
for the jobs and incomes of many
persons with small incomes are
affected when some one in the
higher tax bradkets decides to
slow down,

The point at which this maxi-
mum rate of 50% should apply
must, be determined by the rev-
enue needs, for it is necessary that
‘we profect the revenue. For the
present, it would be reasonable to
apply this rate to taxable income
above  $100,000. Eventually, it
should be possible to raise the
amount and also to lower the
maximum rate. ‘

The discussion of recent mehths
produced numerous ' suggestions
that the tax reduction be made
only, or in large part, at the bot-
tom of the income scale, through
an increase of exemptions. The
CIO, for example, demanded that
the present allowance of $500 per
person be raised to $2,000 for a
married person and' $1,000 for a
single person,

There are good reasons why we
canriot and should not concentrate
21l of the tax relief at the bottom.
For one thing, this would afford
only: trifling relief in the upper
income brackets. You have heard
the outery that has arisen against
lax reduction for the rich who, it
is said, will still have plenty to
live on even after taxes at pres-
ent rates. If the only function of
income were to support the recip-
dent, it would. be true that those

in. the middle and upper brackets
Wwould not: starve if taxes were not
reduced. But income has, other
functions. Some, of it “must _go
into. the . formation  of  capital,
without which none' of us could
gain ‘more than a bare subsistence.
Fully as importantsas its function
of motivating the recipient to
work, to assume responsibility, to
invest and take risks. ¢

“The low income groups can
have only a short-lived. advantage
from.a “soak the rich” tax policy.

| England has been applying this

policy with increasing severity
over the past 40 years. Under
their.system of skimming off more
and more of the cream, England’s
productivity has declined until the
economic condition of the people
is worse, even, ‘than it was during
the war, and the lowest incomes
are taxed far more heavily than
are similar incomes in this coun-
try. The English politicians and
demagogues - didn’t’ think . they
were doing; any harm, but it was
another .case of not missing-the
water till the well went dry. Hav-
ing shared the wealth-through ex-
tortionate taxation, the Laborite
socialist government now has the
unpleasant task of sharing the
poverty, which is about all that
remains. of the glory, that was
England.

Another reason for opposing a
change of exemptions is that it
would cut heavily into the rev-
enue, even if the amount allowed
were small and it would destroy
the income tax yield if the allow-
ance were substantial. An in-
crease of exemptions by only $100
per person would reduce the tax
vield $1.6 billion, and would ex-
empt entirely 4,728,000 perschs
who now pay’income tax. The CIO
proposal would cost $11 billion in
revenue and would reduce to a
mere handful the number of in-
come taxpayers, )

Our income tax does not now
oppress the very lowest incomes.
About one in every four income
recipients pays no tax. Total tax-
able income is.only about $69 bil-
lion, out of total national income
payments. of;$166 billion. The
married person with two depend-
ents does not begin to pay income
tax until his income passes $2,220
or about $43 a week,

It is not wholesome, politically,
to have a tax system under which
only a small proportion of those
who: receive .ificome contribute
directly to. the support of the fed-
eral government. This govern-
ment. serves ail sections and all
groups. The coverage for its sup-
port should be equally wide-
spread. Since we have elected to
use the individual income tax as
a major source<of revenue, we
should keep the personal exemp-
tions at a level which will subject
a substantial proportion of all in-
come recipients-+to income tax in
some amourit, .

The: foreign rélief problem has
its: bearing-on 'Gur tax situation.
It may appear-'that if we are to
make large lodhs, or grants, to
foreign nations,”e must increase
our own taxes in order to do. so.
The first requirement is for
money, but the foreign need is for
food; clothing, machinery, materi-
als, etc. Much™of this must be
bought here, #Ince there is no.
other source of supply. Our sup-
port will consist, fundamentally,
in providing large ‘shipments of
various kinds of“goods. The gov-
ernment will pay American pro-
ducers for these goods by using
money collectéd from American
taxpayers.

In the basic economic sense,

‘therefore; foreign relief involves

more production here, If we are
to feed much of Europe as well as
ourselves, -more food must be
grown. If we are to supply ma-
chinery, it must first be produced.
The question is—Are.we as likely
to. get this increase of production
under the existing heavy tax rates
as we are under more moderate
rates? . The answer is “no.” Our
philanthropic = inclinations may
carry us part of the way, but we
I

-shall need. for this.job.a far more.

tangible incentive than g generai
spirit of good will.,

It follows, therefore, that we
cannot discharge effectively either
our- domestic responsibilities ' for
maintaining standards of living, or
our foreign obligation to assist
other nations to recover from pov-
erty and despair, under our exist-
ing tax rates. They must come
down. £ .

I come now to that hotly de-
bated - issue, the percentage tax
cut.” It is strange that this should
cause such excitement, for a flat
25% cut was made in 1924 with no
opposition. Nor was there resent-
ment at the flat 5% cut made in
the 1945 Act.  Now:there are loud
cries and even screams over the
alleged. favoritism to the larger
incomes. ; .

From what I have said, this
matter should fall into its proper
perspective readily enough, 'In a
long-range view, it is less import-
ant than a révision of the income
tax: rates. All advocates of the
percentage  cut  admit this. It is
clear, however, that the ultimate
goal of surtax revision: will in-
volye prolonged public hearings
and .discussion. When the' 20%
cut was first proposed, it seemed
to offer the merit of quick enact-
ment. You are familiar with the
reasons for delay, but these influ-
ences would operate so much
more” powerfully to hinder Con-
gressional action on-a broad pro-
gram of genreral tax revision as to
make the 20% plan, by compari-
sen, a “quickie.”

The exact form which the tax
reduction plan will finally take is
not now ‘clear. It started as a
20% cut across the board, which
was reasonable and equitable in
that it simply multiplied by four
the 5% cut across the board that
the law now authorizes. Ags the
bill was first written the percent-
age reduction in the case of in-
comes above some $300,000 was
limited to 10%%. - 'The latter was
political window dressing, for the
Treasury has estimated  that the
loss of revenue in the net,income
classes subject to the lower rate
would be only $37.2 million,

Increasing pressure developed
as the subject was discussed for
giving the smallest incomes a
larger cut than any others. The

not

principal argument. was. that.it.is
harder for those with small in-
comes to pay tax than for-those
with: larger incomes.. We can
sympathize with the plight of the
small income, but it certainly is a
frustrating experience to work as
hard as some of us do to earh a
reasonable income and to watch
so large a share of it being com-
mandeered for public spending
which is in part wasteful, in part
unnecessary, and in any-case an
inordinate share of the income:
The low income groups com-
prise an impressive proportion of
all taxpayers. For 1947 it is esti-
mated that there will be 48,545,000
persons with taxable incomes. Of
this number, 26,491,000 will have
net:incomes- $0-$2,000; or 54.6% of
the total. Another 14,322,000 will
have net income $2,000-$3,000, or
about 30% of the total number.
52% of total taxable income will
be in the net-income range, $0-

$3,000, and 40% of the tax will be |

paid by persons in this income
range. The tax is' heavy there,
and as long as the entire relief is
not concentrated at the lower end
of the income range, we should

be grudging about helping
them.

Neither should we withhold rea-
sonable, even substantial tax re-
lief from those ‘whose inccmes
rise into higher income brackets.
From 1939 to 1945 the rates on in-

comes from $38,000 to $50,000 |

were ‘more than doubled. At these
levels we encounter the manager-
ial group, on whose vigor, energy,
and enthusiasm the success of our
highly organized, machine civil-
ization so largely depends. There
should be no “dog in the manger”
attitude in our tax revision. The
present winter of our discontent
comes from tco much false doc-
trine about ability to pay, which
has been taken to mean “soak the
rich,” England has demonstrated
that “soaking the rich” .means
“soaking”  the poor also.. Few

people know what is meant by
ability taxation; and. no one.can
devise a tax rate scale that will
exactly fit the abilities of the sev-
eral taxpayers. We should dis-
card this moth-eaten slogan and
say, instead, “Taxation to bring
forth and' make fruitful the abili-
ties of men.” '

Urge Repayment
Plan for TVA

The Audits Division of the Gen~
eral Accounting Office on Apr, 7.
recommended. that Congress es-
tablish a schedule for the Tennes-
see: Valley ' Authority to repay
Government funds invested in its
power operations, Associated
Press Washington advices stated.
The: auditing report said ‘no law
had: been passed requiring repay=
ment of either principal or.inter<
est, and that no schedule had been
prepared fixing times and amounts

-for repayment, The report accord-.

ing to the Associated Press further
suggested: =

1. That the TVA'be required
to pay interest on the whole
government investment  in its
power operations, and that. the
rate be the current one paid by
the Treasury—about 2% %. The. .
report said the FVA now' pays
interest on only about $56,500,~
000 and the rate is only 1%,

2, That the TVA keep books
on power operations separately
from  other activities such as
flood' control and resource de-
velopment, thus insuring that
bower operations are self-sup-
porting and will assure repay-
ment of the government’s in-
vestment. :

3. That appropriations. for
flood control, development, and
other non-income producing
programs be made separately so
as to strengthen Congress’ con-
trol over expenditures of funds
derived from taxes instead of
power corporations.

. A House committee has already
recommended, the same advices
stated, that repayment be' re-.
quired from the fourteen-year-

old TVA = within forty  years..
President Truman has estimated
that TVA repayments from surs
plus operating revenues by June
30 will total almost. $30,600,000,
According to the Audits Division
report outlay on power facilities
accounts for more than $400,000,=
000 of the government’s. $718,000,=

000. investment in: TVA.
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will' be- no- serious depression in
11947, - :
(2)- Buyers’ markets will suc=
ceed -sellers’ markets in’all lines
- with but few exceptions. Housing,
of course, will -be the big excep-
tion., : - e s iR EVEE G sn ]
(3) The keenest competition the
world  has ever known' is getting
under ‘way-—and it-will~be much
more savage than in the past.- .
. (4) The demand for good' qual=
ity merchandise; fairly priced, will
<continue-so-great that the volume
- of trade in 1947, despite a taper-
ing: off later- in the- year,” will
probably be as great as in 1946,
' But.this demand will be-more for
hard goods and less for soft goods!
..-(5) We- are atior very near-the
top of ‘the: upward price move-
ment. with the prospects favoring
* a-decline; - - : -
(6) ‘While ordinarily -declining
prices would. herald a.depression,
- under present abnormal condi-
tions, moderate price declines
‘would actually bhave .a beneficial
effect on the  economy of the
country through stimulation . of
demand. By. the .same.token; a
further increase in prices would
seriously endanger the economy
of the country. = § oy
" () The year 1947, on the whole,
should be-a good’ year .with the
mnational -income-twice as great as
the 1929 total. - .
... Reasons for Statements " .
.- I ghall now give my reasons for
each of the categoric statements
I 'have just made, Lo
i First, why do I ‘say that the
world’s best-advertised-depression:
will be a “flop”-so far as 1947 is
<oncerned? . . . . .. .
- Our apparent assumption . of
“wide  global -responsibilities- for
food, relief, and political.support
is-reflected by the strong demand
in , commodity = markets = which
would otherwise, by’ now, have
been at the stage of government
éupport or violent- market. disrup-
tion. 'The removal of nearly all
xport - controls .also has had - a’
buoyant:effect. The prospect, or
‘shall I ‘say hope, of legislative!
'ﬁ;ution. of - some -of our labor-

nagement._inequities: has.given |

$odustry new impetus. For. ex-
&mple; - capital- - outlays for-new
Plant and ;equipment; rose from
e rate-of $8.8 on.an annual basis
o the first quarter of 1946: to the
rate of $14.6:in the fourth quarter.
| To.these new international, de-
smands and. the better psychology
wn. the part of industrialists must
ze added our previously existing
basic demands for housing and
durable goods in general. In par-
cular, as indicated before, the
mand for machinery and equip-
knent is very great at home, From
abroad, the demand is only limited
y. capacity to-pay and the Inter-
national Bank for Reconstruction
phogld be making dollar credits
;Y)allable in volume for this pur-
pose by the end of the third
quarter of the year. Also, the de-
mand for home furnishings and
E:?:n’s clothing 'and  apparel, in
general, is great, 5
i\ While the backlog of demand is
by no means as great as many be-
lieve; the demand from factors
fust summarized should create
satisfactory employment. = How-
lever, this does not mean that the
present abnormal: condition of
““over-employment’ will continue.
In fact; while employment is hold-
dng up well in Buffalo, the total
s down in'New York City and it
fis down for the entire state, An
dndication of the trend is given by
5thc New York State Employment
iService ‘which reports  approx-
imately 500,000 people as seeking
the 78,000 job openings listed in
-~January,
! These demand factors assure a
continuation of a high national
income although it will drop from
the present extremely high rate.
Present indications are that the
total 1947 income will approx-
- imate the $165 billion produced in

1946. ' As prices- are higher, this
will ' mean: less actual ‘goods pro-
duced unless there is a substantial
downward revision of prices some-
time later in the year. :
This all adds up to a continued
high standard of living, And, even
though the recession’ which most
economists anticipate materializes
in’ the third or fourth quarter of
the year, business activity will be

.| at. boom levels - compared  with

anything before’ the war. Or, to

put it dramatically, businéss could

drop 30 to 40% and still be-above

ilég levels. of the- great boom -of
9!’ : T

A Coming Buyers' Market
My next conclusion was that
sellers! markets are. rapidly. being
converted - into ‘buyers’: markets.
This i$ especially true in the soft
goods field -where there is very

‘little - accumulated - domestic de-

mand, ‘Demand from abroad‘un-

‘der.-the guise of army procure-

ment or UNRRA relief distribu-
tion; or ‘direct’ ‘purchasing . by
foreign governments and our own
government—all- of which are in
addition to conventional export
demands—have - caused - many tfo
draw false conclusions as to the
relation _of . production capacity
and:-normal demand in the soft

our capacity to produce in most
branches' of . soft. goods is far

.| greater "than any peak demand

ever . experienced before World
War I, Furthermore, both pro-
duction and productiyity are in-
creasing! | - .

Prices. on most soft goods are
high .and are- continuing to in-:
crease on an index basis; but what
is more-serious is that people in
general :are convinced that .prices
are too high. 'This deep-seated
conviction has. caused buyer’s re-
sistance to ‘develop .in practically
all lines against poor quality and |
in - several lines:  against: high|
prices.-. This -consumer resistance
has. been most clearly seen in
foods, where prices are far. out of
line; it -has been most seriously
felt in the fur industry which has
had . such difficulties since -last
summer, . . i
While the meaning of a: buyers’
market-may-not- be clear to-some-
of your  clerks, “especially the
younger ones who may never have

‘seen-any: real, old-fashioned  sales:

courtesy: and: service; I am sure it
is'an open book to you business-
men. Merchandise: once = more
will be' sold rather than. bought.
“Only one to a:customer” will-be
succeeded by “Sir, may I send you
a dozen?” Salesmen will have to
go back to work. )\

In manufacturing, jobbing, and
wholesaling, the. salesman’s feet
will have to come off the desk, and
chairs. once more will rest” on
four legs. The salesman will not
only have to be on his feet to
greet buyers who  come in; he
will even have to leave the pleas-
ant atmosphere and warmth of the
show room to look for orders from
buyers who don’t come in!

While  these changes. will not
come until later in the year, or
possibly next year in the durable
goods field, even there the de-
mand is not inexhaustible nor is
it indestructible, - S

.Competitive - advertising and
display, up-to-the-minute styling,
and the courtesy of bygone years
will come back all along the line,
Merchants and manufacturers who
make these adjustments and offer
good quality at reasonable prices
have nothing to fear in the fore-
seeable future if they will but
keep their inventories in line.

Keen Competition Ahead
My third conclusion was that
the keenest competition you have
ever known is ahead. If I had to
characterize the year 1947, I would
use the phrase “rebirth of compe-
tition.” This return of competition

to its former importance as the
most powerful factor in business

goods field, The plain fact is that

affairs is of vital significance to
all of you. -Too many business-
men, after long years of govern-
ment price-fixing in sellers’ mar-
kets, will refuse to adjust their
thinking, - pricing, cost and ex-
pense- controls, and their opera-
tions in general to the new and
highly - competitive. - conditions
which lie ahead. Far too many
businessmen  got. the .idea-in the
war years that costs direetly de-
termine-priee: - These businessmen
think that prices have to stay up
beeause- costs have gone up: In a
competitive- ‘economy ithat; of
course, -does not necessarily: fol-
low. >
. Demand ‘determines-your price
and your supply. Normally, the
price  so determined allows. a
margin over all costs. This' margin
we call profit. 'But, at certain
stages .of - the business cycle this
margin, in the :case of many en-
terprises, turns “into a deficit,
known ‘as’ loss. “And, gentlemen,
to :paraphrase the old song, de-
mand “is the cause of it all!” The
current emphasis on costs and dis-
regard’ of long-term market im-

'plications in setting prices worries

me. It is causing many business-
men, in. my ‘opinion, fo price

‘themselves out of the market. In

too many lines, prices are outrun-
ning long-term demand. True, the
cream of the pent-up demand will
pay the prices asked, but thelong-
term effect will bé a reduction in
volume, and that is-a very serious
matter because we have “excess
production capacity in nearly all
lines..‘Moreover, the productivity
of labor is beginning to’ increase
from. the low Jevels which have
prevailed; Excess prodictive ca-
pacity -and increasing "production,
in a free market with wide-open
competition,  will create’ many
problems and. cause many head-
aches for businessmen, but the
consumer will benefit and in'the
long run these developments will
be ‘good for business, too.
Our.ability. to produce.goods in
utterly fantastic quantities;is rec-
‘ognized 'more clearly in other
countries than- -here. at -home.)
Thus, last. July.a writer in the|
“Eastern- Economist,”” New Delht,
India, expressed: the-opinion that |
our. productive capacity. is so.great
that our . only solution: will be-to
continue- as the world’s Santa:
Claus. While I do, not ‘agree with
his solution; nor with his: under-
lying philosophy, his:statement of
our problem is so: pointed-that:I
quote his view as: follows:
“The productive power of
America has multiplied itself so
fast that it is now admitted that
she cannot continue to give 60
million jobs unless she is able to
have a large export trade. But in
the long run—not so long as even
a decade—exports cannot continue
unless imports are allowed to flow
in. But U. S. economic organiza-
tion is such that the possibilities
of her being paid in imports are
not very bright. But imports will,
or at least might, create unem-
pleyment:: In such circumstances
it would not be such a foolish thing
(as some might imagine) to give
away goods to other countries, for

on balance it would be better to
part with surplus goods than-to
create unemployment.’”

. Viewing the competition ahead
as an individual matter, -even
more problems appear. New prod-
ucts are: coming on the market,
old products are being improved.
New manufacturers and distrib-
utors will compete with the old
established units.  For ‘example,
New York led all other states in
the number of new enterprises
started in 1946 as well as in busi-
ness loans to veterans. Think of
it, last year there were 38,000 new
businesses incorporated in New
York - State as compared to a
previous high record:of 27,000 in
1928. To put it on a comparative
basis geographically, 29.1% of all
the businesses started in the entire

country were started in New York,

. |one. of the 48 states, As-.I ha\re

remarked’ .on ‘other occasions, we
are. developing a first-class back~
log of failures; in fact,-it is prob-
ably the.greatest backlog in the
country today!. - : ;

Competition will cause chains
and mail order houses to put in
new lines. Super-markets will in-
vade other fields and sell lines
other than food. Automatic vend-
ing _machines, -which will  give
change,. stand ready to. challenge
the indifferent, high-cost personal
salesmanship we have inherited
from the war. - :
. And, whatever methods of dis-
tribution . the future brings, the
customer - will: once '-more . be
“king.” Those businessmen who
have neglected- customer relations
and. consumer -goodwill unques-
tionably will have cause: to regret
their_ shortsighted  policy.

Business 'Volume Will Be
) Satisfactory =~ -

My fourth ‘conclusion. was that
the volume of. trade will' be at
satisfactory levels despite the keen
competition which- will-be faced.
As stated before, current income
from wages; .salaries, and profits
will be at a high.level for the
year, Our standard of living.is
higher than in the past.” Quality
of goods will improve, which will
mean, for example, that some of
us, at long last, can. once more
buy a shirt, particularly one with
a neckband! And, most impor-
tantly, the sale of durable goods
will be in greater volume than ifi
1946, These all mean that irade
volume ~ will ‘be satisfactory if
quiality ‘and " price are. such' that
peéople feel they.are getting good
value for their money. . o

Reasons for Declining Prices
‘My fifth conclusion . was' that
we are at or very near the top
of the upward price movement
with prospects-favoring a decline.
Despite the behavior of the whole-
sale -price index ‘during-the: last
three -months; I .doubt-that any of
you ‘would want to seriously ques-
tion that conclusion. In-any event,
I certainly -hope' I am' right -be~
cause of the:probable serious con-
sequences- of any-further price-in-
creases. . ‘ o

Agricultural prices would have
experienced: a sharp: decline. be-
fore now: if it* were-not' for- gov-
ernment . intervention: © Farm
product prices: are 175.6% of the
1929+ level: : ‘The. cash~income: re~
ceived: by. farmers:in :1946; due:to
a: combinatien- of -bumper: crops
and highi:prices, :was. three- times
the prewar: high. total. . With: in-
creased: crop ‘acreages planned:for
this year,.these prices are clearly
out of line and, -in my opinion,
cannot continue..even if we do
feed the whole world!

Soft goods ‘prices have already

displayed considerable ‘weakness
in ‘many lines. Department store
stocks advanced in-February to a
level of 280% of the 1935-1939 av-
erage. Textiles, - soft ‘woolens in
particular, are ‘now being pro-
duced at a rate above any reason-
able ‘expectation of consumption
at current price levels,
" In New ‘York' City, thé’ knit-
wear industry is experiencing. its
first slump in several years. Cut-
lery, tools, and general hardware
production is at a low ebb in the
city also, and it is'expected to
remain low for six months: be-
cause of big inventories, Further-
more, in New York City, to quote
the New-York State Employment
Service local labor market letter,
«A1l but two of 28 trucking and
warehousing firms visited repogt-
ed merchandise overflowing, with
little movement.”

Price reduction sales and prices
in retail display windows have re-
turned. There must be a reason!

Luxury lines such as furs, jew-
elry, cosmetics, and nylons have
already entered the cutthroat
competition stage.

While durable goods prices are
holding so far, there is mounting

evidence of pressure. One refrig-
erator manufacturer recently cut

the price of the two highest priced
models. . Another.” manufacturer
completely redesigned. its line of:
refrigerators to. offer better value.
for the'same money. The great
improvement . in _the  household
durable . goods . supply . .si;uatxon
may be summarized by. saying the
current- radio. receiver output, is
nearly double 'the-prewar. high;
electric. irons, also, nearly double;
vacuum-cleaners,.70% above; and
washing, machines, . 38% = above.
And this high production is with
prices much higher-in.comparison
with the pre-war-level than mest
people realize.. In a talk. before
electrical appliance .dealers . on.
March - 13, General  Jeffe, Vice=
President in charge of sales ef the
Consolidated - Edison .Company in
New York, stated that, and I
quote - from the  New  York
“Times,”  “average . retail unit
prices’ of ‘electrical-appliances”in’
1946, compared ‘with 1941, show
that many  items have more than
doubled. : Non-automatic .toasters
jumped from $2.65 to $7.50; non-
automatic irons from' $2.25:to $6;
glass coffee- makers from.$3.75 to
$8.75; waffle irons from: $5.50.10 .
$11; automatic .irons from $5 to
$13; heating pads. from $3.25 to $6;
radios from $18:50 to' $50; auto~
matic toasters. from  $9.50 . to
$18,50; washing. machines  from
$75 to’ $115; mixers from $18.50 to
$31; and refrigerators from $150 to
220.” - :

Enough Margin for. Further Price
Reductions.: - -

The magnitude - of- these" price

\increases -indicates - that,. despite .

higher taxes and: higher labor
and material = costs, . there:' is
enough margin’ to: make substan= .
tial - price- reductions. “in--many .
items. - The- manufacturer . who
fails' to meet consumer resistance:
with ~ better - quality: ‘or . -lower
prices-will. fall .by the wayside
because of' reduced sales. -The
producer who does: not. use all his
ingenuity to reduce his costs will
likewise lose out in the competi+
tive-race -ahead because’ his costs .
will be out of line. 4 Tk
Looking ahead,.then,. it seems
we face a-period-of lower average:
mark-up with;both:manufacturers:
and retailers : seeking. volume: to
compensate for the lower margin.
'My sixth eonclusion; wag that &
reasonable-decline:in prices: from
today’s high:level. will have a fa~

‘yorable: effeet on business in gen~

eral.- (Of: eourse, ' the ‘hoys whe:
are hoarding, inventory. will, not
like-it!)- A priee-deeline; if it does
not. get out of hand;- will-increase
the real inceme: of our: people andk
reduce- the: pressure: for: higher-
wages. Price: reductions, within
reason, ‘will- widen  demand be-
cause- of the larger purchasing
power . of . savings.. . Price_ reduc~
tions will prevent the widespread
unemployment. which : is -inevi+
table if producers price themselves
out of the market.. .
The. Amcrican success formula,
which many seem to have forgot+
ten, is ever higher. production,
ever higher wages, and ever low=
er prices. The greatest 'economic
problem confronting the country
today is how to have an orderly .
reduction of prices to bring about
an increase in' real purchasing
power. w
My entire talk comes to