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Is Labor Peace
Possible Under
Taft-HartleyAct?

By HON. RALPH W, GWINN

Member: House of . Representatives
Committee on Education
and Labor

House Labor Committee declares
new law abolishes lawlessness,
monopoly, intimidation, disorder,
and political racketeering under
Wagner Act; making possible
free economy and labor-manage-
ment peace.

So long as one organized group
tries to dominate another and
Government itself becomes the
tool of groups to compel or bal-
ance or favor
one group as
against an-
other, labor
peace was and
is impossible.
Thirteen years
of the Wagner
Act made
each year
worse than
the one be-
fore. The new
labor-man-
agement law
(Taft-Hart-
ley) designed
to destroy the
compulsion
and control of monopoty and re-
store the freedom of invention
_ and production and price with a
disciplined people to enforce ths
law, makes peace possible. It may
take ten years to achieve it, But
certainly we as a people have de-

(Continued on page 42)
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By JAMES

with labor he would feel that: (
gouged.
double-talk,” and follow majority

myself in the only free economy
I would break®

Secretary-Treasurer, CIO

Labor leader—hypothetically transplanting himself to role of
constructive businessman—states he would. desist. from selfish
usurpation of power and “licentious independence.” In his relations

employers; (2) The worker should not be degraded; (3) He is

merely the broker for the community; and (4) Labor must not be
“Would insist so-called business leaders cut out the

If T were a business leader, my first step would be to orientate

Labor and Business Look at Each QOther

IF I WERE A BUSINESS LEADER

IF I WERE A LABOR LEADER
By HERMAN W, STEINKRAUS
President and Chairman, Bridgeport Brass Co.; Chairman, Committee
on Labor Relations, U, S, Chamber of Commerce

Industry spokesman states if he were labor leader, he would shun
opportunism and dictatorship. As constructive conduct he would:
(1) Cooperate with management; (2) Avoid smearing; (3) Advo-
cate pay proportioned to actual performance; and (4) Adopt
constructive and cooperative leadership. Would make lasting con-
tribution to union organization, not at expense of public, but
strengthening America’s entire democracy.

B. CAREY

1) His employees are really his

rule.

If I were a labor leader I would determine that I would be a
labor leader and not a labor boss. - If we look over the record of

that remains in the world today.

with the past
—with the old
mercantilist
school, with
the vicious
formulas of
Adam Smith,
John Stuart
Mill, David
Ricardo and
Robert
Thomas Mal-
thus, all of
which and all
of whom have
contributed so
much to the
increasing de-
terioration of the concept they
prpposed to advance—Free Enter-
prise.

I would recognize frankly that
unbridled license is the greatest
threat to freedom, and that the
most vicious of all forms of un-
bridled license are unlimited free
competition on the one hand, and
economic domination on the other.

Above all, I would reject our
present nebulous and irresponsi-
ble industrial leadership that car-
ries no credentials from American
businessmen generally, that al-
ways, when challenged, admits
rather shamefacedly that it is
speaking only for .its own rich,
(Continued on page 30)
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labor leader-
ship, Samuel
Gompers
stands out as
a man who
was -a real
leader.

A leader
doés -not dic-
tate to his fol-
lowers. He
makes sound
plans to
which they
can whole-
heartedly sub-
scribe, and
which they
can support
because they have full confidence
in him,

Having determined that I would
be a leader, I would establish for
myself a code of principles which
I knew to be absolutely sound
from a long-range standpoint. I
would avoid opportunistic tactics,
but would carry out those princi-
ples day by day, /knowing that if
my principles were sound I would
gain a substantial following which

(Continued on page 30)

EDITORIAL

As We See It

Missing the Real Point

In all the heated debate abeut the merits of the “Labor-
Management Relations Act, 1947, the public may well miss
the real point of this measure, and, more particularly, of the
strength it has been able to muster in both houses of Con-
gress. The precise meaning of its provisions must in any
event await court decisions in a number of instances.
Whether the law will in actual practice work as claimed by
this party or that, the future will disclose, and what the
future discloses on the point will depend in no small measure
upon the trend of public opinion from this point forward
and upon the wisdom with which various parties conform
their policies and practices to it.

What is really significant is that such a measure as this
has become law, and that it was able to command such
strength in Congress at a time when all politicians have their
eyes and their ears directed with great intensity toward
next year’s elections. It is difficult to understand how any
doubt can remain in any reasonablz man’s mind that a very
large majority of the politicians of the country, Democrats
as well as Republicans, are now convinced that the great

(Continued on page 36)
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| are -relate to the

| like- to-group *
-that..order. .-

By S. SLOAN COLT*

aintain Prosperity

‘President, Bankers Trust Company, New York

* Prorainent banker, althoagh stating a business recession cemparable.io 1920-21 is not likely, warns
against reversion to policies of 1936¢’s, with its low prices, sharply increased wages, h'gh {axes and
governmeni spending as means of achieving -prosperity.: Says'present corporaie profi's are overstated,
and denies profits decrease ‘purchasing power. Stresses necd for more ri.k capiial ard investment. ex-
couragement to maintain fuil employment.

: While I.speak primarily. as a New York banker, I also speak as a busincssma;n. .It
has been my opportunity, for many years, to $erve on the boards of directors of industrial

corporations.
business deci-

sions which

play such an

|important part

in economic
progress.
From these

.| contacts and-

ex periences’
has evolved a
point of view

| that I should

like to pre-
sent before
this - commit-
tez.

There can
be little dis-
agrecment as
to the fundamental objectives of
the Employment  Act of -1946.
What differerices of opinion there
methods - by
which the purposes of the Act can

*A statement by Mr. Colt before
the Joint Congressional Commit-
tee on The Economic Report,
Washington, D. C,, June 24, 1947.

S. Slean Colt

This ‘has enabled me; I trust, to appreciate the factors that -enter into the

be most effectively advanced, and
.0 the policies that should be es-
cablisk.ed by Government. It is to
de hoped that through collective
wisdom and patience we may

|| work out programs of action that

are practical when viewed in the
light of' the realities of business
and economic life. . .
Business Sentiment
In retrospect, I think we: can

: agree ‘that the reconversion from

production for war to produection

'| for: peace has been achieved with
|| ereater facility than many of us

thought possible in 1945." In' re-
conversion, as in war, the Ameri-
can productive system stands pre-
eminent in the world, and the
whole nation is the beneficiary.
However, the success of the re-
conversion proc2ss has not re-
sulted in complacency about the
future. Two years after the end
of the-war, we see a world in
which very little real progress
toward rebuilding has been made;

The responsibilitizs of this coun-! -

try in world ‘reconstruction are

great, but there is obscurity as to|

how. far our efforts abroz2d are ‘go
go, how effective the program is
likely to be, and what it is going
to cost. The committees which
bava just been avpointed by
President - Truman have a great
opportunity to perform. construc-
tive action on a very- important
problem. 3 )
We face the problem of provid-

ing, whether by means of credits

or purchases from abroad, the dol-
lars required by the rest of the
world. In no event can we pro-
vide dollars in the long run unless
we are willing to let more of the

products of the rest of the world |

come into ‘our markets.

At home, we gze a price struc-
ture at levels almost twice those
of prewar, and remember what
happened to' prices in 1920 and
1921, Many people are concernad
about the future of agricultural
prices, when world agricultura,
production recovers. We are wor-

(Continued on page 36)

The 1947-1948 Business Outlook

By PAUL MILLIANS*

Vice-President, Commercial Credit Co.

M.r. Millians ‘predicts that production, distribution and employment: wil} fall but degrep of “adjustment
will vary gre.atly from area to area. ~ Holds return of severe competition will healthily restore American"
pattern of high produc(ion at low prices.. Pleads for 'sound federal and private credit policies.

Businessmen must -look ahead to the future and try to plan construc“tivély for it be-

cause the future is being purchased by the present .

tions of the future . .
--In thinking

... all values-in business are anticipa-|
- and it is therefore dangerous to live too much-in the past and-present:

about our
topic it seems
logical to !
divide it into
two parts . ,
the immediate
outlook, “and °
the outlook
beyond « the,
immediate', .., .
and I should

predictions. in ;

The point - of
view I shall«

try to reach ~ Paul M. Millians

{is ‘that the ' !
|immediate outlook has its dark-

er shades, reflected there by ad-
justments that must still come,in
an economy distorted by tempo+
rary war and primary postwar
conditions: that beyond the im+
mediate, the outlook is bright
with possibilities, but with impor-
tant qualifications we .shall - dis-
‘cuss.

“*An address by Mr. Millians at
‘33rd‘ annual businesg conference of
Natllonal Retail, Credit Ass’n, St.
Louis, June 17, 1947, "

Conisider ‘with me. the
for believing this. L ,
To ‘say ‘that adjustments must

reasons

-come’ is"to -an extent’ historical

rather ‘than aprediction. In-im+
portant, ways, ‘industry by indus+

-try and commodity by .commodityi

adjustments -are taking. plaee

| every ‘day as freely meving mar-+

ket | priees: rearrange. values: 0

.|things”in line with what people
‘|can”and 'will pay.” Luxury ‘lines,
-for --example,  like ‘jewelry " and
- turs; -took -quite -a -correction-en
. | the downward price side  some+

time ago; and currently textiles
are in the middle of a declining
price movement that has caused
considerable Iag in production. In
New York a few days ago retail+
ers cut tire prices-$4.00-$6.00 to
unload heavy stocks.

You will think of a'dozen other
adjustments . that :are ‘going oni
Retailers, more than other groups,
are familiar with what is happen+
ing: price-wise - and - their .inven+
tories and outstanding orders are
being adjusted accordingly.

But the point is that more ad-
justments rare to come,-and that
some of them may have painful
}'epercussions in those areas - of

We Maintain Active Markets in U. S. FUNDS for
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business = where supply-demand

relationships “have been~ thrown ||

seriously ‘out of balanee.
The popular idea that the price

of .things. is “determined by the || -

so~called: “law. of supply and de-
mand” .is only partially: true . ..

it's like saying ‘a man’s business |

success ' is - due -to' “industry. and

thrift” . . . and-it.is less true today
‘than .ever before because natural

economic: Taws: are being 'so cir-
eumvented by the -political . con+

siderations we mentioned. How-

ever, supply ‘and  demand ‘is the
price-making _principle. .in out
economy and it is the first con-
sideration when ‘price movements
are disctissed, B ™

Supply and Demand Will Cause

‘Readjustments ;

Generally speaking, on the basis
of ‘the supply-demand princivle
we can look for further price ad-
justments in the immediate future
on the downward side.

Our capacity..to produce both

technically and’in size was enor-

mously increased by demands of

war, and Sin¢e war' enided a fur-

ther expansion has taken place
(Continued on page 29)
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-| tunction - nor-

Jand : demand into ‘balance.

" CE Wilson,

i for employment, -
In a statement

n, analyzed
opportunity -for - employment

servieces; (2)
the preventmg
of depressions; -
and -(3) " in
creasing pro-
ductivity. of
workers dnd
industry...’His
remarkson.
these -matters.
follow:
* Balancing.
Supply» and
. ‘Demand 3
Ordinarlly ar

g free”-compati=. ¢

dve cystem: if p s
al‘lowed to C. E, Wilson
mally" has.inherent withm it “the
sower to -balance-subply. and de-
‘mand  effectively.’ However ‘thig
requires ‘that. everyone concerned
‘be informed 'of the ‘facts so “that’
‘they .will be in .a ‘pogition to act’
intelligently  and promptly 1n
remedymg the situation. - i

! If-the production of a certain
product is in-excess of the:demand

. .| so that- lnventorles are increasing

unduly, -production: and/or-prices |
must be adjusted to meet the sit-
uation.” An accruate knowledge 'af
the facts regarding ‘such-situations

| is very-important ‘because -other=

wise-the ' producers- may -continue |;
to-produce; and -only’ add - to- the |
surplus-supply, thus-making: the
eventual ‘readjustment: that-much
worse. .-Conversely, :if : items con-
tinue in short supply -and i great
demand 11:45 normal for the prices:
to -increase, ‘thereby stimulating

: productlon and to some extent

temporarily* curtailing the current.
demand, ‘tending ‘to ‘bring- supply
The
balancing. of ‘supply “and” dernand.

|| for all"items can be takencare ‘of.
| only by -a- gradual shlft in-the.

nmployment of ‘labdr and" caplta1
from-one- industry to-another and.

|| of 1abor: from ~one -oecupation’ to
‘| another; The system must-be flex- [

ible enough.to allow thls to be

fo :lone promptly.

" Of ‘course,, when ‘the normal

e “unctioning’ of ‘the- ‘system ‘is “in-

‘erfered -with: for a c0n31derable
seriod: of time, as by.wars or ma-

-|-jor-strikes; it-takes-longer: -after-
.| ward and more patience to sur-

xnount -the' brohlems created by

|4 'uch wars or strikes and to' br}ng
/| supply and Gemand into balance:

Accurate knowledge ‘of the‘clur-
rent level:of 'productiog;‘ demand
ind mventomes of all malor com- |
ncdities at . the various ‘levels- ef:
the economic ploces;——,manufac—

N
turing, wholefahng and yetallmg
—is, essenti»al It AS clearly 8
proper function of government to
assist in the, collectlon and pubh—
cation: Qf.such, businessstatistics.
Obvigusly, .we.must.have.accurate.
information' of this nature' to-as=

pre p,

_Major Problems in Creatin

, General Motors- head lists® ('l)' balancmg of
‘‘and (3) maitaining and' incréasing productivity,
Stresses need for-eooperative

m,ade on.Junel24 before the. Joint *C
of the National® Economic. Council),

<attitude on part of

g Full Employmen!

supply and demand; (2):the:business cycle'
as unsolved problems in ‘maintaining full

Lopportnmty

workers and:government: to; business. '

ongreSSmnal Committee on ‘Th-~
o ‘Wilson, /President of General

what'he ‘considered the major problems in“maintaining full
. These ; problems are listed as'the- need for balancing supply

and-demand. by deahng properly with tempcrary shortages

:sist;;producers . and consumers lin

appralsmg the market, |
-'The: Business ‘Cycle |

In the report of -your‘tommittee
to the Congress on the President’s
economic report - your committee
made this statement:

“The basic :problem Wthh this
committee has to consider ‘is ‘the
method of prevernting depressions
-0 that ‘substantially ‘full- emploly-
ment may be: continuously main-

‘|'tained.. ‘No' problem before the

-American peaple. is more “vital !to
‘our ‘welfare, to the very emsteg
of:our way of life and to the peac

‘| of the world.  It‘s‘the most com-

plex' and difficult of the'. long-
range domestic problems-we have
to face. It invdlves a study lof
Pprice levels ‘and ‘wage levels ahd
their. relation to -each - other,' a
*study 'of *methods of preventlhv
‘monopoly*control in industry ahd
‘labor from - distorting .prices anhd
‘wages, a-study of ‘spending for
‘consumption . and. for capital 1§n—
vestment, ‘a study of individual
and corporate savings; and a study

earmg on a stable economy.”

‘This-is indeed a difficult prob-
-lem ‘because ‘it-involves not only
balanced ‘production but willing-
.ness to buy,-which- depends both
‘on~ability - to buy and- confldence
W0 dbuy.:This-is' why it is so de-
‘sirable to preserve‘:the integrity
of the monetary system of ‘the ni\
-tion,: why. it ‘is’ so' necessary

o have.-a.favorable: attitude toward

business :onthe -part. of goyern-
ment ‘and’ why “thé -confidence bf
“He buying public:must' be rhaih-
ttained “by--having-themfeel thiat
“ihey: are ‘getting ‘value'‘received
for” the ‘current. dollars- they' are
spending.” The problem-of main-
taining-confidence:on‘the ‘part ‘of
thetbuying'public’and of investdrs
vdn -be rdompared “with the prob-
lenr of - tainthining' harmonious
Jdabor relatmn; and mdustria]
‘peace. '

- I':am /sure: your-committee us
fully aware of the intricate na-
‘ture~of this problem-which is of
suchvital concern to ‘all.citizens.
Judging «from. previous_. business
depressions, the causes were never
exactly . the- same..-Furthermore,
many of ‘these causes lie beyond
any control-:which busmessmen
or the' consuming public them-
selyes:candirectly exercise on the
situation.  Among these are warts,
crop «+failures, ‘economic restrig-
tions imposed by foreign natiohs
that have domestic repercussions,
legjslation.affecting the integri Ly
of the.currency and unsound poli-
tical policies which take sonhe
time for the.public to correct. Any
one of these m4y temporarily un-
«depmine ~ther confidencé of !the
buymg pubhc and result-in a re-
cession.

_There are other causes « Whlé;h
-are ‘within-the  control of the peo-
ple of the-nation;-individually=and

as producing and consuming
Ly P, et b g % i

of “many- other: ‘economic . fordes |

and ‘surpluses; of : goods and

groups; ‘for -example, overconfx«
dence- and -speculation -on credit,
arfificial ‘shortening of work: na
hours,” monopolies- of any kmd
whlch interfere with the move=-
(Continued on-page 41)
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How Much

Recession?

By RAYMOND RODGERS*: » )
Professor of Banking, New York University

Although asserting depression’ is not imminent, Dr.-Rodgers - con-

tends we face a recession because:

(1) consumer resistance

against high prices is developing; (2) people, in general, are
depleting their savings; (3) inventories are becoming excessive;.
(4) construction industry-is hampered and not up to expectations;;
(5) a financial and political crisis is developing in Europe; and
(6) a regime of severe competition in industry is approaching.
Says economic millennium has not arrived.

.. With all our inventive genius, no flying machine has yet been
invented which can stay up in the air all of the time nor do. we expect

such a ma- :

chine, - Like~

wise, even

with our

enormous cap-

ital and our

great volume

of purchasing

power, no eco-

nomic’ ma-

chine has. yet

been devised

which can

stay up in the

airforever,

but some bus- :

nessmen seem -

to think that  Raymond Rodgers

we at last

have found such a system. They act

as if they think that the laws of

economic gravity have been re-

pealed, They would have you be-

lieve that economic “perpetual

motion” has been discovered,

They insist that prices will stay

up, but, paradoxically, expect

people to buy more and more.

They demand greater profit mar-

gins than before the war, yet pro-

fess to believe that business vol-

ume will continue to grow. And,

as for competition, what’s that?
These bright boys forget that

competitive capitalism  has not

functioned for several years; and,

the return of the savage, ruthless

competition so characteristic of

our brand of capitalism is the last

thing in the world: they expect.

To all such optimists I say, “You

didn’t earn your wartime and con-

version period profits in the hard,

old-fashioned way. These profits

were largely given to you by the

shortages of war accompanying

the greatest credit expansion the

world has ever known; but, if you

continue on the it-can’t-happen=

here-path, you will have the

‘pleasure’ of losing your wartime

windfalls — and more, too!”

*An address by Dr, Rodgers. be-
fore the Tanners’ Council of
America, Hot Springs, Va., June
19, 1947, : .

American Hardware
Art Metal Construction
Bowser Com. & Pfd.
Crowell-Collier Pub.

No, 'gentlemen,’ the economic
millennium’. has’‘not’ yet arrived.
Profits are not inevitable. Busi-
ness success.  is not gqa,rantg‘ed.
Costs do-not yet determine prices
no matter what: your accountants
tell you, . Costs.'once more: have
to be fitted. to market price, pain-

ful though' ‘it may. be.- The con-|

sumer ; is/still. king because all
business - effort, all “expenditurgs,

are a total loss unless a customer’| §
says, “I' will take it.”” - And, cus-|.

tomers are no -longer fighting 'to
buy. Don’t. be misled by the in-
creased - volume of department
store sales.. In addition to higher
prices, these increases reflect the
steadily  growing deliveries of
durable consumer goods and the
return to store shelves of long-
scarce soft goods, such as shirts
and men’s clothing. Although sales
volume and many other statistics
are cited to prove that we are still
on our way upward, I am con-
vinced that we hit our peak at the
beginning of April and that we
can look forward to declining
business activity for the third and
fourth quarters. True,  we now
have a very high level of business
activity, but we have a very un-
stable equilibrium, . In fact, the
various economic factors seem to
be sparring for position, with the
real pbattle yet to come.

It is my considered opinion that
while physical - reconversion has
been completed, business has a
great deal .of. psychological and
policy. reconversion ahead, War-
time emphasis on production, re-
gardless of cost, must be succeeded
by peacetime emphasis on cost-

cutting and consumer satisfaction. |

I stress this because the consumer
has a deep-seated conviction that
prices are too high. Whether this
view is warranted or not, is be-
side the point, Cost accounting
explanations of the necessity of
higher prices because of higher
(Continued on page 33)
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BUSINESS BUZZ

“I'm sorry, Mr. MacFoop, I’'m afraid you’re not the kind of
runner we have in mind.”

| get half their orders.

y . N
No Bad Inventory Situation
By A. M. SULLIVAN*
Associate Editor “Dun’s Review”

Pointing out, with exception of women’s’ wear, current wholesale
inventories are lower in ratio to net working capital than they were
in 1941, Mr. Sullivan urges as means of avoiding excess inventory
accumulation, pegging of inventories to 75% of net working capital
for manufacturing and 1009, of net ‘working capital for retailing.

Warns of danger of relating inventories to changes
and foresees some decline in prices. .

in sales volume

¢

" 'Inventory control is'a problem in momentum." Sales accelerate
or slow down with equal rapidity-as the customer loosens or tightens

his grip on the dollar. Not so in-¢

ventory which gathers force ‘in its
movement through the various
stages .of processing. .You can’t
pace a jeep with a steam roller.
When the retailer attempts to halt
deliveries of goods on order, he
may have to reach back from two
to six months to retard the flow of
unwanted merchandise. Inventory
momentum usually rides on for
several months after a sales peak.

Take women’s cloth coats last
year. Salesmen were still talking
allotments in the spring of 1946.
Retailers overbought expecting to
They ac-
cepted September billing with the
hope of early autumn deliveries.
They were not too fussy about the

lrange of colors and sizes. People

were used to hearing “take it or

*An address by Mr. Sullivan be-
fore the Commerce and Industry
Association of New York, New
York City, June 24, 1947.
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SECURITIES
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62 William St. New York 5, N. Y.

Telephone Telet;
WhHitehall 4-4845 NYe ;-§5;3
Branch' Office

© 113 Hudson. &, Jersey City, N. J, -

leave it.” Turnover had been ab-
normal.. Coats and dresses were
turning as fast as groceries, and
women took the garments home,
up-graded, scant-sized and mcpf—-
ferently finished. But something
happened in the summer of 1946.
Manufacturers somehow managed
to fill all orders without resorting
to allotments. Deliveries came
ahead of schedule and bills were
payable before the bathing suits
were off the racks. Coats were
displayed but summer lingered on
through September. Autumn and
the frosty nip of winter wmds
stayed up in the Canadian wilds.
Indian summer ran on to almost
Thanksgiving Day. The retailers
were faced with a sudden reversal
in their sales and inventory posi-
tion. The whim of weather, 2
quality conscious . public, and
over-eager sales programs jammed
up the racks of the retailer, Some
goods were returned, trade dis-
putes followed, and clearance
sales followed right through Janu-
ary. Other cases could be cited.
The painful deflation ‘of the fur
market is too recent for comment
here. The distress in the radio,
aviation, and metal trades IS
largely the result of excessive in-

| ventory. L, e

The dissimilarity in sales and
inventory momentum has been re-
flected in other lines — costume
jewelry, cosmetics, handbags, ho-

siery, dry ‘goods, certain electrical
appliances, and quite recently,
low-grade building lumber. The

ability of the supplier to cushion

g R SR MRS | | AL
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The |
State of Trade
and Industry

Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

4

High prices for some time’ past regarded as the in s i
plock fo greater business actvity and & retading intlchee 1 Joios
trial production, again.came ‘into focus, with the publication by the
National Industrial Conference Board the past week-end of its sucyey
which concludes that higher production costs and prospects of =
shift from a seller’s to a buyer’s market are responsible for manage-
ment’s present consideration of industrial standardization as a a
of turning out a quality product at the lowest price consisten
saisfactory performance,

This fresh interest in standardization is not somethin
the study reveals, but rather springs from industry’s expexgiellll?:s’
in war production, which necessitated broad use of “the best
techniques, metheds. and materials, simplification of design to
reduce the number of parts, models and varieties and maximum
interchangeability.”

In search of greater benefits from such a
arrived at the following:

t with

procedure, the study

“Better and quicker servicing of customers, smaller inventory |

requirements from. manufacturer to retailer, and closer coordination
between the purchasing, engineering, manufacturing and sales de-
partments of the company through joint consideration of standardiza-
tion proposals affecting all groups.” |
A wider application of simplicity in performance standards
be put into practice in contrast to detailed and rigid specifica-
tions, such as in the building materials field, was also recom-
mended. The autometive industry where parts are standardized
and the final product is not, was cited as an example of the “wise
use of standards.”

The survey was undertaken with 93 companies participating, and
approximately one-third this number reporting the existence of for-
mal standards departments, while most of the others stated that they
are engaged in standardization work both within their- own com-
patqies and in cooperation with industry-wide' and national organi-
zations,

INDUSTRIAL OUTPUT HOLDS CLOSE TO HIGH LEVEL

Industrial activity the past week was maintained for the most
part at about the high point which prevailed in previous weeks and
overall employment too, held close to peak levels.

In many lines orders for future delivery declined primarily
because -of price uncertainties. As for the delivery situation,
items continued to come through rather speedily, although the
maritime strike.and the resultant rail embargo was causing some
accumulation of goods for export,

. Scattered ‘coal strikés in steel company mines last week, accord-
ing to reports, -had slight effect on steel operating rates and for the
24th consecutive week operations held above 90% of capacity. Steel
output the currentiweek is scheduled at 95.6%. of capacity. Most
steel mills continued.the past week to build their stockpiles of coal
1n case of a coal strike at the end of this month, !

In' the' textile industry output for last week was generally
large; although new advance orders suffered some ‘decline due
to the usual seasonal drop occasioned-by vacations which have
already begun in apparel plants. Shoe production rose fraction-
ally in the week with output consisting mainly of summer whites.
Ordering, it was noted, was slow,

STEEL OPERATION FRACTIONALLY LOWER FOR WEEK

. Wildcat shutdowns at steel company captive mines this week
in advance of the miners’ vacation period will cut coal supplies for
the_mdustry to a dangerously.low point, according to “The Iron Age,”
national metalworking weekly. Steel operations must be reduced as
the_j result of these protest strikes. How far the decline will go is
unimportant compared with what will happen if there is a nation-
zvlde-coal strike on July 7, when the vacation period will officially
e over,

While many steel plants had been able to build up some coal
supplies, the high operating rate has been a continual drain on
these stocks and the 10- to 11-day shutdown now in progress
will force some of the larger units to take off blast furnaces, the
magazine states.

There are still many in the industry who cling to the hope tt}at
the United Mine Workers will not test public opinion again w;th
another major strike. Some sources insist that a prompt meeting
of minds between John L. Lewis and the coal operators could result
in a firm contract “within an hour’s time,” the) paper points out.

It appears that the basic steel contracts (which reflect ex-
cellent labor relations between the steel companies and the
union) are, according to makers of the new labor act, frozen
a.t least until July 1, 1948. Before that time, however, it is be-
heyed that the steel companies and the union must reopen th’eir

.contracts and make new agreements on the checkoff and union
shop provisions know as “maintenance of membership” in the
steel contracts. This information was obtained by “The Iron
Age” from sponsors of.the new labor bill.
... The scrap markets throughout the country this week are more
Jittery than at any time since early this year when prices reached

all-time peaks. The new figure is now $34.75 compared with $33.25 |

a gross ton a week ago. There were indications that the rush for
material by some steel consumers had assumed almost frenzied pro-
bortions with evidence that some large consumers have been r:_ndmg
€ach other’s territory for additional scrap in the Midwest and in the
. Southwest.” Whether this hysterical activity will turn eastward re-
Mmains to be seen, but presently the Philadelphia market is rapidly
approaching its recent peaks. ]
Control of consumers’ inventories continues unabated this week.
Manufacturing plant shutdown periods will enable officials .to " at-
tempt a better balancing out of current inventories. Some stocks,
owever, have been forced on the open market by banks who have
Ordered inventory sold as a prerequisite to securing additional credit.
e (Continued on page--38)-- g i
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‘ Observations . . . .

By A. WILFRED MAY

- THE TRULY “SHOCKING” THING

~ The Taft-Hartley labor bill “is a shocking piece of legislation,”
the President told his fellow-countrymen over the air last Friday
evening. Then he went on to characterize it as “bad for labor, bad
for ‘management, and bad for the country.” Admittedly the merits
of the legislation may be the subject of legitimate
- controversy; but there can be no objective doubt
whatever- that what is really “shocking” (! ! ),
and bad for labor, management, and the entire
future of our democratic processes-is the Presi-
dent’s own behavior in the situation.

In the first place, the. President’s activities
surrounding the sorely-needed labor, as well as
tax. reform measure, must be characterized
basically as the {rantic gyrations of -a des-
perate vote-buying candidate for political office.
That the overwhelming vote-gathering influence
over the proceedings was not unrealized by the
“boys in the know” is indicated by the addressing
by Saul Mills, Secretary of the Greater New York
CIO Council, of his 11th-hour pleading telegram
right to headquarters—namely to Gael Sullivan,
Mr. Truman’s political braintruster and Executive

| Director of the Democratic National Committee.

Pride may understandably compel a man who has been cata-
pulted into the White House by a political accident followed by
an Act of God, to go to desperate lengths to win his first election;
but the prostitution of the high office of the Presidency of the
United States to gain that end is really “shocking.”

The most shocking thing of all in the President’s behavior is
his deliberate sabotaging not only of national unity, but of law
enforcement itself. Witness his veto message and broadcast state-
ment about a legislative enactment which had received the over-
whelming support of the Congress, and which obviously was at least
likely to become the law of the land. The following amazing state-
ments come from a President presumably charged with furthering
national unity at a most crucial period. in world history: “It would
cause the people of our country to divide into opposing groups”;
“if conflict is created as this bill would create it—if seeds of discord
are sown as this bill would sow them—our uaity would suffer and
our strength will be impaired”; “it is a clear threat to the successful
working of our democratic society”; it would “develop a class basis
for political action”; “anything which weakens our economy or weak-
ens the unity of our people—as I am thoroughly convinced this
bill would do—I cannot approve.” But most shocking of all for
the Chief- Executive charged with enforcing the law of the land
was for him to devote Section 111 of his Veto Message to the pro-
nouncement that the bill is “unworkable”—behavior which at least
makes him highly ~vulnerable to the charge of breeding dis-
respect for the law, if not of actual insurrection. At the very least,
it must be recognized that the President deliberately ©emasculdted
himself as a subsequent law-enforcer.

And in his 11th-hour message to Senator Barkley before the
final overriding vote, Mr. Truman again did’ his- utmost t.owal.'d
incubating disunity by including this: “This is a critical perlo_d in
our history and any measure which will adversely affect our national
unity will render a distinct disservice not only to this nation but
to the world.” . This from one objecting to the overwhelmingly ex-
pressed 3-1 Senate and 4-1 House votes after five months of the
most careful democratic fashioning of legislation of recent years. In
flouting the clearly expressed will of the voters as well—.—to carry
through on his gesture to CIO, PCA, ADA., et al—as their chosen
representatives, Mr. Truman must have on his conscience the grossest
disservice to the cause of democracy!

The Veto At IHome

Has Mr. Truman by chance been reading the UN “Bulletin”?

Our President’s recurrent and wanton use of his veto power 1s
somewhat reminiscent of the methods practiced by Mr. Qromyko
in “cooperating” at the UN proceedings. In degree and in kind,
Mr. Truman's technique admittedly falls short of the Russian be-
havior, Mr. Truman being limited by our laws to a bloc of 15 extr,a
votes in the Senate and 72 in the House, whereas Mr. Gromyko’s
“cleverly strategic” use of the veto lets him nullify all the votes on the
Security Council’s procedural questions. But in arbitrary and capri-
cious distortion of spirit and intended practice—of th_e United States
Constitution by our President, and of the San Francisco Charter by
Mr. Gromyko—the twain are not far apart. Mr. Gromyko time and
again has mechanistically emasculated the carefully deliberated and
unanimously expressed will of the world’s large and small Powers.
Similarly the President of the United States takes advantage oj:' the
veto power in trying to negate the carefully and overwhglmmgly
expressed will of the people through their chosen representatives,

Surely it is mo exaggeration to conclude that—apart from his
feelings about the substantive merits or demerits of the legislation—
the President has compromised his obligation, sworn to under the
Constitution, to enforce the law of the land.

A. Wilfred May

Caffrey Re-Elected
Chairman of SEC

- The re-election of James J.
Caffrey as Chairman of the Se-
curities and Exchange Commission

James J. Caffrey

for the year ending June 30, 1948,
was announced by the Commission
on June 24. E

B AMERICAN MADE
T MARKETS IN

CANADIAN |}
SECURITIES
Dominion of Canada

3s, All Issues — Internals

Province of Alberta
3lss, 1970-1976

Brown Company 5s, 1959
Gatineau Power 23/s & 3s

Steep Rock Iron Mines Ltd.
5lps, 1957

|
HART SMITH & GO.

52 WILLIAM ST, N. Y. § HAnover 2-0980
Bell Teletype NY 1-395
New York Montreal Toronto

Siamese, Arabian, Iranian
Sterling
Bought and Sold

Belgian, Swiss, Scandina-
vian Securities Wanted

F. BLEIBTREU & CO., Inc.

79 Wall St., New York 5, N. Y.
Telephone HAnover 2-8681-2

WAYNE’S ATLAS
CANADIAN WMINING MAPS

36 Maps—all important areas

3,000 mines $4.00
Indexed Postpaid
48 pages No C.0.D.
WAYNE MAP COMPANY
28 WELLINGTON ST, WEST
TORONTO 1, CANADA

American Maize Products
Dravo Corporation
United Artists Theatre Circuit

Common

Bought—Sold—Quoted

FREDERIC H. HATGH & CO., INC.

"/ “'Established 1888 . .

< MEMBERS N..¥. SECURITY DEALERS ASSOCIATION

Specialists in
Domestic, Canadian and

Philippine Mining Issues

MAHER & CO.

62 William St., New York, N. Y.
Tel. WHitehall 4-2422

;63 Wall Sirest; New York 8, N Y:-=2, = Bell Telatype NY 1807,

“ Branch Office
113 Hudson St., Jersey City, N.J.

litized for FRASER
p://fraser.stlouisfed.org/ - -
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 With SIdne*&‘Websler |
In Ghicago Office -

CHICAGO, ILL., — John s,
‘Veatherston has become. . associ=
ated with Stone:& Webster.Secur--

ities Corporatlon .33 South Clark

Street, in chargé of the mummpal
department He was formerly in
charge of the municipal depart-
ment of the Chicago office of Gra-
ham, Parsons & Co.

BALTIMORE

Bayway Terminal,
névi's Coal & Coke !
Fi'anklm County Coal

Common

L

STEIN BROS. & BOYCE,

Mémbers New York & Baltimore Stock
Exchanges and other leading ‘exchanges

Bell Teletype BA 393
New York Telephone REctor -2-3327

BOSTON

Boston & Maine RR.

. Prior Preferred - B
T raded xn Round Lots
Walter J. Connolly & Co,; lnc.

¢ 24 Federal Street; Boston 10
Tel. Hubbard 3790 Tele, BS 128,

|Earl K. Bassett fo. Be o
| . E. Hulton Partner

~ Earl K. Bassett will be admittedﬂ |

to ipartnership in W. E. Hutton &
Co,,
City, members of the New :York
Stock Exchange and-other leading

natienal-exchanges, on.July 2. Mr.-
assett has been with the firm for |’
some time in charge-of the syndl-‘ i
cate- department: e i

| _ iy
| PHILADELPHIA

8°S. CALVERT ST.; RALTIMORE 2 |

ﬁouthweslem Public: Service Co: |
| Bird&Som, Inc.
|- .- Eastern Corporation
: Memos on" Request

" ‘BUCKLEY. BROTHERS*

Members' New York, Phiadelphia’. und,
Los Angeles Stock Ezchanges
- Also Member of
. New-York Curb Exchange -
). 1420 ‘Walnut Street, Philadelphia. 2
New York. - - Los_ Angeles: "
Pittshurgh Pa. * * Hagerstown, Md, "
-N. Y. Telephone==\WHitchall.3-7253
Private Wire System  between -~ '
Philadelphia, New York-and Los Angeles..

. Ameucan Box Board e
", Botany Mills -
Empire Steel Co..
Empire Southern Gas
- Pittsburgh Rys. Co.- . .
. “Sterling Motor Truck: - .
.- Nazareth Cement .
Warner Company

.H M. Bylleshy & Company
j PHILADELPHIA OFFICE
Stock, Exchange Bldeg. Phila. 2

Telephorie Teletypa
,thgenhouse 6-3717. "PH 73 .

14 Wall. Street,~ New: " York

| pattern

1there*
{those - who complam: that a wide |

CLEVELAND. -

} "iRl‘CHMONP'-.TYA;"_. 5

RENA
5 Harshaw_Chemical
Richardson
—k—

,Eelcl Richards & Co

Umon Com. Bldg, Union Cent. Bldg,
: CLEVELAND CINCINNATI .
! Tele.CV 174 Tele. CI150

3

nid &

; Dealers in.

}VIRGINIA——WEST VIRGINIA
-~ NORTH and SOUTH -
l  CAROLINA
| MUNICIPAL BONDS '
|
l

B Wesrii

CRAIGI EER‘Z%SQ ,.

Bell System Teletype:" RH 83 & 84~
Telephone 3-9137 /

DES MOINES -
WHEElOCK & CUMMINS-

INCORPORATED"

Contmumg I nterest in

“lowa Power & Li ght Co. -

i 3.30%- Preferred- Stuck s

Mered|th Publlshmg Co

Common Stock

EQUITABLE BUILDING
DES MOINES. 9, IOWA.

Fhone4 7159’ Bell Tele. DM 184

LOUISVILLE... , .. ..

ST Lovis

Srrx & Co.
mvssmam' sscunmas o
S s09 oqu s*rncm
' StlouisiMo,
lv;embersSt L‘alxg{gtgc‘; ﬁclx'a_:i; "

_ SPOKANE, WASH,

|refuse of read;ustment
| sure as well:that lxxgh degréeof:
| & 0 )

mployment WmCh al e Far. un._ -bejnig. Tused. friyolously by  the
& Amemcan people (except possibly

mentatio and automatn -
: tation an ¢ |inva’ hecessary ‘way. by the ver

; mPnt ‘upen whicl

: the 1age ~or su.r\uv(a

J slttf_at,zqn

outlays. ‘

figures.. - We .

_creased. honslng and constructlon of modern hi

By ARTHUR' R.-UPGREN*

t

Ve

sy questions: to diseuss.

~~«'Whal’s~“~*Ahead for Business and- Bankmg"

Associate Editor, “The Minneapolig Star”
Professor of Economlcs, University of Minnesota
Prof Upgren\rewcw* read]ustments in postwar period and stresses increase in capltal formatj tjon' which
he:states: leaped- ahead five.to ten fold in last: two years.
- says; is generating inslability’ and, if continued m ay lead to heavy future unemployment. ‘Holds bank-
irg- has both ‘responsibility; and: opportumty to_prevent this by sound finarcing.plans.:Looks- to jn..
‘ ghways as an offset to future: decline in private: capital

This: “jet" propulsion. of ‘our: economy,” he

7 }

‘What has been happenmg to busmess th» changes in the current busmess situation,
and the future outlook: for business are not e

| recent: 1mprovements 1n busmess statistics; the subject: now

-However, owing to
isat least approachable with

'don’t: have ta

rely-upon the
chrystal ba 11

{ entirely.

Whathas
h.appened
since -the .end
of 7 .the: .war.:
has.involved.a i
sthat, ik
its < main
outlines;: wa.s
fairly . ' well
'dis_cex_"ned beé=
+Hore the end’

Jof - the"war..

To be- sure\ : Arthu: R Uﬁgren :
sare’” :

error -appeared. in the «estimates: of’
unemployment at’ the itime"of;ré=
conversionrininiediately : after the |:
iend: of the war.” But.let.those:who
deride: the: fact, that- est;mates of
6,000,000° unemplo;y ed: ‘were ' not’
reachied ang-that:a figures sofzonly:|
:about~2,700,000 was- Teachéd :re-

| eall that: the«po“tentlab range df un<’

employment~m the: Umted States.
'is;vte"” be’ measured now “upon *a’
labor - force: .of:.-over s 60 ,000,000::

| Prior:to therwar there were:never
‘more. than:about 45 OOO,QOOﬁgam—.

‘tully -employed» in--the’ United|&

e States. - A-néw higher: level-of em- §
| ployment-has:-been reached:*
;| total; of- 68,330,000 ‘are: now,*gam—

fully- emplqyed, exclusiveiof those |
‘in thezarmed: services:" When: the:|
residual; © amount: -of : ‘estimated;
postwar Unemployment 6;000,000:| .t
.is-cast -against:suchra grand tatal

| -0f-:jobs, the implied: error-in esti=]
| mating employment»appears to ba

of the order of- 5%

% Wa.r Heritztge

; But the reason. fof the buo ant
econon\v ‘we.haverhad: since the
wat’s end: is- ‘one>that.. can be.|

|'spelled> out: arlthmetlcally “But
before: doing"that; we should: fifst d

review-the tremendods\forces that.
. were-developed.during;the, war:to-
produce ‘this great postwar ‘buoy-
ancy. “That'buoyancy -has served
&us-. well wrevealing:, agam' “as i
1919-1920, that 1f Jthere ‘is to bz
postwar - economlc blas “or “even|
error; we should make it persist-
ently and- dell‘oexately'on the side
of’ boom; ing-so g'vcs s the
hxgh tide .thal" can ‘float away the
It can-as+

derwme' “freadom” Tfor:

witl, always ‘have 'tq

i)ressules sbroducs ” the ..
g, a,vpr expeme‘r-xced
as.the! louolmd of- the

‘[ total” otitput~ of* the économy in

———— e
i American Air Filter
! Amerjcan Turf. Ass’n
Con51der H. Willett
Girdler’ ‘Corporation ™"
_Murphy Chaxr- Company
Relialice Varnish ‘Co.

—

“*E BANKERS BOND co:

Incorporsrﬁd
15t Floor, Kentucky llome Life Bldg
LOUISVILLE 2, KENTUCKY

1y Members Standald Stock Exchange

1K

| Long Distance 238-9 - Bell Tele. LS 185
— 0

‘

NORTHWEST MlNlNG
SECURITIES

For Immediate" Execuhun,of Orders -
or Quotes ‘call TWX Sp-43 onFloor -
of Exchange from 10:45_to '11:30
A.M,, Pac. Std Time: Sp 82 at |
lother ‘hours, s :

| STANDARD. SECURITIESN'

CORPORATION -

H ¢ of Spokane . o
i Brokers-Dealers Underwnters &
Peyton Bulldmg, Spokane W
‘. _Branches at S
Kellogg, Idaho and' Yaklma Wn

_ | wary

1a% change’ o prospex

slcrmfmant smgle fact‘

i hal£ of this, twenbiet!
; gwes*to 15,2 1f+ we~ can’

 to c‘ommand..;t 1o ol

gdlasses far beyond. our .present
intaginations,” ' The , total*“gross
broduct or output of the country

rose from"the twin $100 bllhon
peaks rof 129, and 1940 to-new
peaks. twica as high, or-$200 bil-
liona These«Were reachéd:in war,

-addrecs by Prof Upgren at
the Washington Bankers Associa-

A tion, Seattle,.vWash JunqA,IQ, 1947

: llon

._Dnvate capital lormamon

- Thatois~perhaps e mpst ;

,,e, the: entiretyears of the war

ahd _we. row have reached . them
again- in -each of the past lew
qvmters. w5 A

When.' peace cama, direct ex-
pcndhures for war fell by $75 bil-
The fact-that total national

(in billions

qu expendltures $ 85.7
13.7

Consumers " oitlays 94.7

All non-war government

! outlays

'
i

i Total national -

{. ;- expenditures .__. $208.2

*{ Thus-the economy .in its two-
hundred-billion: - dollar. .level.- of
output has been reconverted. with-
out material loss. . The decline in
ar - expenditures  of $75 billion
Was offset (1) by $40 billion. of
pm/ate éapltal formation; '(2)" by
al rise of $25.billion .on consumer:
dutlays and- (3) by a rise of $7-
hillion'in':Goverhmental - non-war
expenses, -leaving. only: three bil-
llon by-which we failed to achieve
full recovery in’ the: total ‘valug
df the mational product.
{.It-should: also - be pomted out
that, mugeh: of the gain in:consum-
er.. outlays was . the result of a
rlce rise awing to the over-hasty.
T)oandonment of ‘price control due/

tprmmatxon of the war: (a full de-
l}ne in’ war. expenditures): with
¢ end of the military, or fight-
ing part of the war.

Rlse in ‘Savings

' The* second great wartime force
hat’ accompamed the rise in in-
lomes ‘was the tremendous rise in
Evmgs from’$8 billion a year be-
re: the’ war to. $38.billion ayear
f- personal s avings. durmg the
war _That hag led -to.an increase-
intliquid assets equal.to very con-
s|1derao.ly ‘more..than, a whole
years .net national income of the
American people . ‘Bankers .. are
‘aware . that, any, time some one
issues a debt instrumsnt that is
iood -the purchaser. has: aequired
n asset that is also.good.
! Thus .the rise in liquid. assets
necessamly had;to equal; the rise
in. Government debt during the
wars:: These liquid. assets are not

l.owest ‘level . .income I‘CcelV’-‘I‘S)
but aLe ‘being held. in the .mair

: glther as, -permanent. investments

r for’use in acquiring some othey
1mp01tant ‘investment such as &
new home® when purchasable at ¢
reasonable Tigure.

‘- Deferred Demands-

The" third great “wartime force

was ‘the accrual of deferred. and
unsatisfied - demands tnrougho}ut
The:
iWar Production Board sought ouf
{différent kinds* of civilian- output
‘to “which- it could apply a tourni-
'quet;--or a-“cease-and-desist” or-
'der so -that-the resources produc-
:m“ those- products- could be con-
.vert d--over- to- -wartime “ produe-
.tion. As a result, the American
‘people “went w1thout” during-the
;war and:-there- have been large
areas of unsatistied-demand whick:
they are steadily seeking to make

.800d; --In- addition to-these -area:

Total Expenditures

2nd Qtr: 1945-
(“Peak” war cffort)

the:‘confusion of ‘the economic |

.formatlon figures which

expenditures- or outlays were re-
stored, after a temporary declme
of ll)% for a few quarters, is ac-
counted for by the, postwar rise
in private outlevs. The rew bal<
ance ‘struck" was as follows: v

~'The- “Statistical” ‘Conversion- from-War. to Peace

of - dollars)

4th Qtr, 1946
(“Full” conversion Dec. — ov Gain +
to peace) From 1945 to 46

$ 10.0 —$75
" 54.6 +40,9
1193 + 246

+. 87

g

20.8

- $204. 7 —$ 35

of deferred demand there is the
very-immense amount of enlarged
output- "‘American: industry must-
provide if -ths American people
are. going fully to-live up to their -
new. (more-than doubled) net na-
tional income. ]

As one’ banker some- time ago-
observed, it -appeared to him.as
though évery industry in his great
manufacturing area were seeking
10 mcrease -capacity by “about
80%.” - That happens to be in real
terms about the amount of the in-
crease.’ in - ‘product - which  the
American ‘pzople, on:the basis of
their newly-found- prosperlty, can
afford to'buy. -

Capltal Formation

That the American economy was
jet= propelled in 1946 therefore is
revealed 'in the private capital
show
that ‘capital- formation” has
zoomed. from $13. billion, in 1944,
to a rate of .$56. billion, in late
1946. :

This. unsteadying. . acceleration

grows out of the fact that ours is .

a machine-using economy of im- -
mense horsepower and capital in-
vestment. There has been.a t_re-
mendous. spurt in. the building
of. factories,” machinery, houses,
equipment and -other products—
all durable goods which: will not
e used, up. for.many. .years. and

‘which become national capital.

" Private capital formation is the
essential; but - highly variable,
driving forca in our economy. Be-
cause the consumer provides him-
self with machinery-and equip-
ment that also are durable—the
automobile "and: electrical .appli~
ances, -for-example—they are in-
cluded within ‘“‘capital formation.
Its opposite is current consump-
tion—or what.is all annually used
up, instead.of saved.

The: most' striking illustrotion
of accelerated capital expenditure
is* when -an American: family
builds a home. Because it is ac-
ceptable to borrow on mortgage an
amount equal to two years of'in-
come ‘when a house is built,’a
fami'v’s. spending .in ‘that year
rices-to 306% .of a.year’s income/

Generating: Instability

Because private capital forma-
ion.can leap ahead in a yrar:by
500 to 1,000% as ours did in the
last two years, our economy is
generating instability. We are
sending our economie machine in-
to little-explored upper areas. Yet,
never in the past have we con-
trolled.. it to prevent economic
nosedives that occur when such

(Continued on page 35)




Volume 165 Number 4606

; THEJCOMMERCIAL & FINANCIAL CHRONICLE

\

C(3M43) T

rl

From Washington

Ahead of the New

By CARLISLE BARGERON '

ot all tfe bright ideas that were thought up in the welter of

debate over the Tatt-Hartley labor bill, the most * ing [
the only one that had any application, was % £P%.indeed, about

that it is a great bonanza

for the lawyers. That, it unquestionably is, But organi i
came a prey for these gentlemen when it got the Wgagnr:éfdAlc?tboéigge
that time, the lawye;"s have taken over, they even handle most of the

wage negotia=

@

tions for the
employer. It
hasn’t been to
the liking of
the A. F. of L.
old - timers
who once
worked at- :
{rades them-
selves and be-
lieve in keep-
ing the clean-
ings to them-
selves. But
the CIO is
Jargely gov-
erned by men
"who never
had a tool in their hands. Eocno-
mists, professors, lawyers <and
whatnots have moved in here on
one of the greatest human ex-
ploitations of all times.

. The new law scarcely ~changes
this.- It calls for new routines,
new approaches here and there,
but the poor fellow in the ranks
will find the going just :as hard,
and management, insofar .as the
general workings of this bill are
concerned, isn’t going to find his
Tabor problems any easier.

. The overall accomplishment is
that the public satisfied itself that
2 labor law could be passed over
the opposition of the union bosses,

Carlisle ‘Bargeron

and’ unquestionably it breathed a |-

happy sigh..of relief,” The screams
about its ‘being a’ “slave” labor?
bill were sheer trumped up non-
sense and undoubtedly servad. to
make management' think it was
getting more than-it did. .

" The:-most important part of
whele bill is mot readily appar-
ent'and it was not the theme- of
‘. those who clamored for a law or
who had to do with its passage,
save one, the wisest of them all,
Bob Taft., ~

- From the .outset this able mind
has felt that it was not the law,
but its administration that was
important. He felt that no law
could be.enacted without turning
the country upsids .down, that
would really right the wrongs.
The mess was .created when the
Wagner Act was passed, and the
only way to have cleaned it up
was 1o repeal the act which was
impossible as .a practical - propo-
sition,

What has happened, though, out
of all the wordage and energy, is
that the CIO, particularly, and all
organized labor, has lost .control
of' the National Labor Relations

Board. This was Taft’s accom- |

plishment, something he had his
mind on all the time, and which
he finally deftly accomplished
When the House and Senate bills
were.in conference.

Administration .of the new'law

will go largel i . i
l.g gely to a new. man,. the change. He was - formerly with

general - counsel. . He - will deter-
Inine what cases.are to be brought
before the board, what complaints

are , legitimate and’ what. com-|

Plaints ‘are not. And the Repub-

licans will have a say in the’se:|

lection. of . that -man. Taft will

-have a say. He must be confirmed | ' ‘
Lamar has become affiliated-with |

Marxer & Co., Penobscot Building,

by:the Senate. He may even be a
Republican. At any rate he will
€ .a conservative. "
. This. means ‘that no longer will
the NLRB be a source of harass-
ent to employers as it -has been
In.the. past. It will no longer ‘be
ii'rélamn:frtwhich the .union lead-
used .to bludgeon employers
Whether ' they ' were right or
wrong,

" This is the .main. arcomnlich-

Tent of the: bill. And. it is bui,

‘-tl.le»

another sten in the revolution of
the board that has been taking
place with shifting public opin-
ion for sometime. It has been
taking place at -an- accelerated
pace ever since last' Nov. 5. There
would have been a complete re-

| formation with the Republicans’

capture of the Presidency. With
the passage of the new law, it will
take place now.

It remains to be seen whether

i | a nasty fight develops over ‘the

selection of the new man. Mr.

Truman, if ha accepts his defeat’

gracefully, may call in the Re-

.bublican leaders and say -that

since it is their law, their man
should administer it. Or he may
elect to be stubborn. It is around
this that the Republicans have
aimed their appeals to him that
the law not be sabotaged, that it
be administered fairly. His pres-
ent mood is .one of hitterness.

It is an old trick for the Re-
publicans to do things this way.
Every time the Democrats come
in, they pass laws which. tend to
straitjacket business. When the
Republicans return to power,
they simply change the adminis-
tration of the laws. It doesn't cut
down on the burzaucracy, simply
clips its fangs. :
A case in point was the Feder-
al Trade Commission, creationof
Woodrow Wilson. When- the Re-
publicans came back in 1920, they
made it an instrument of “help to
business.”

That-they - do. this. doesn’t give
them a popular selling point in
such campaigns as that of '40 and
44, Always they were being tor=
mented with the question: Which
one of the great FDR’s noble acts
would you repeal? They would
try to explain they would change
the administration but - they .did
this so unconvincingly that their
best friends were often disgusted.

We ought to be able to get an
example of what they mean now.
Even if Mr. Truman should act
bull-headedly and the Repub-
licans not get exactly the type of
man they want as general coun-
sel, you can rest assured that the
NLRB has been thoroughly. chas-
tized. It would take more than
the driving power which Mr. Tru-
man or his brain trust might pos-
ses; to restore the crusading or
harassing spirit to them. g

S. R. Livingstone Co. Adds

(Special to THE FINANCIAL Cunomcu:)_ .

JACKSON, MICH. —John W.
Hazelworth has become associated
with S. R.. Livingstone & C_Q.,

‘Penobscot Building, Detroit, mem-

pers  of ‘the Detroit  Stock Ex-

H. H. Butterfield & Co. and E. H,
Rollins & Sons, Inc. ¥

Holds Marslsall Plan
Mo Loan Commitment

Sﬂecretary of Treasury Snyder de-
nies under it European countries
are a;ked to agree on what they
need or want and then get it.

In a press conference, held in

Washington on June 25, John W.

Snygier, Secretary of the Treasury,
denied that it was the intention
. 0. secretary or
State Marshali
to imply the
United States
stands = ready
to supply Eu-
ropean coun-
tries with
their needs, if
they “can get
together as a
group and de-
cide upon a
plan for eco-
_nomic recov-
.ery.
“My inter-
pretation of
> 3 Secretary
Marshall’s statement,” “Secretary
Snyder said, “is that he is asking
them to make a self-inventory and
see what they can do for them-
selves.,”  “He invited them to sit
down,” the Secretary continued,
“and see what their problem is.
He didn’t say anything about let-
ting the United States know how
much is wanted. He said they

should get together and make up
their own minds as to what they
ought to do in their own coun-
tries.”

In. this statement  Mr, Snyder
referred to the proposal of U. S.
help to -European countries con-
ditioned on ‘an agreement among

John W Snyder

‘them on ‘a general plan-for eco-

nomic recovery of the Continent
and ‘an_inventory of their indi-
vidual needs. The “plan” was
first set forth by Gen. Marshall in
an address at Harvard University
on June 5, and. published in the
“Chronicle” of June 12th.

John G. Hopkins With
Walter Stokes & Co.

PHILADELPHIA, PA.—John G.
Hopkins -has become associated
with Walter Stokes' & Co., 1411

John G. Hopkins

Walnut Street. Mr. Hopkins, a
member ‘of the Philadelphia Stock
Exchange, was. formerly head of
John 'G. Hopkins & Co.

construction continue very strong,

‘The slowdown is necessary in or-

struction and to pave the way for

of construction trends, namely, the
construction as revealed by .con-
continues, “pointed’ to uncertain

«conditions as early as February,
and indicated a decline in -effec-

east of the Rocky Mountains.
Hopes that price and wage in-
creases would be moderate after

ized. Some factors tending toward

production of materials and equip-
ment, were at work during the

Sees Adiﬁst

According to a leaflet, entitled

ol and du-

ments in

Construction Costs

Thoma;s S. Holden of F. W. Dodge Corp. ascribes current slow=
down.m construction to investors’ cautions. Says deflation of
materials and construction costs must take place, though scale ;
‘will be considerably less than after World War I. i T

“Market Adjustment in Construc—

tion,” by Thomas S, Holden, President of F. W. Dodge Corp., “the

@

ration of the
:urrent con-
struction
movement
will depend
on the speed
with which
price and cost
adjustments
are made.”
“There is,”
Mr. Holden
says, “a slow-
down in con-
struction” ac-
tivity. Needs
and potential
demands for

Thomas 'S. Holden

the American economy is highly
prosperous, and there is plenty of
money available. In spite of these
things urgently needed projects
are being deferred and postwar
recovery interrupted. The trouble
is easy to diagnose. Construction
costs have risen to such heights
that investors are refusing to buy.

der to reestablish the normal
peacetime buyers’ market in con-

the eventual stabilization of the
building industry.” .~

“The most sensitive barometer
into

movement of investments

tract commitments,” Mr, Holden

tive demand in March, Downward
pressure was accelerated in April
and continued through May: The
value of contracts awarded in the
first five months. was 6% below
that of the correspodning \five
months of 1946 in the 37 states

removal of controls were not real-

stabilization, = notably increased

first quarter, but they did ot
work fast enough, Consequently
material prices and construction
costs continued to rise at a rate
that priced many projects out of
the market.” I A L
In reviewing materials price
trends, Mr. Holden predicts no
drastic price reductions:

“Tt is likely,” he says, “that the
amount of deflation of building
material .prices and construction
costs that must take place this
time 'is considerably less .than it
was 27 years ago. At that time
construction costs rose to a peak
about- 150%- over World War 1,
dropped  spectacularly about a
hundred points and rose again to’
a stabilized level about 100%.over
the prewar  level ‘of .costs, This;
time the peak has not been nearly'

so ‘high.
“Construction: cost-index num-
bers,” he points-out; “are in.a sense
N

theoretical. They take "account
of quoted material prices, official
hourly wage scales. and normal
contractors’ overhead and profit.
They do not take into account ex—
zess costs incurred by unusual dif-=
ficulties in the procurement of
materials, frequent- stops and
starts on projects, abnormal over—
time pay combined with bonuses,
and the general low level-of labor
productivity. Such factors have
added 15 to 25% to the costs based
on current material prices, current
standard wage rates and normal
overhead and profit. Some of these
excess costs have already begun
to disappear.” ]

Mr, Holden concludes that as
far as construction is concerned
we are “not in a boom or bust.””
“Since necessary stabilization of
costs could not, apparently, be
achieved without a slowdown of
construction activity,” he states,
“the coming of the slowdown at®
this time is a far better indication
of economic. health than would be
a boom this year accompanied by
further price, wage and construc—
tion cost increases.

“The present sound situation
could be upset by (a) political
tinkering with the market, or
(b) development of a panic psy-
chology, which seems to be the
object of some of the current
boom and bust propaganda, or
(c). economic .collapse in other
countries.” e il m

With J Arthur Warner

(Special {0 THE FINANCIAL CHRONICLE)

PORTLAND, MAINE—Clarence
A. Pierce is with J. Arthur War-
ner & Co., Inc,, Chapman Building.

With Bache & Co.

Special to THE FINANCIAL CHRONICLE

MINNEAPOLIS, MINN. — Wal-
ter R. Woodworth is with Bache. -
& Co.,. Chamber of Commerce
Building, s

Joins King Merritt Staff

(Special to THE FINANCIAL C_mtomcu)
MINNEAPOLIS, MINN.—Peter
B. Dick is with King Merritt &
Co., Inc., Pence Building.

REAL ESTATE -
SECURITIES

* * *

SHASKAN & CO..

Members New York Stock Exchange
. Members New, York Curb Exchange

A0 EXCHANGE PL,,N.Y. Digby 4.4950
Bell Teletype NY [-953

———

ACTIVE MARKETS

With Marxer & Co. "
(Special to.THE FINANCIAL ‘CHRONICLE)

DETROIT, MICH.—Norman D.

members of the Detroit Stock Ex-
change.
With Rollins Staff
Special to THE FINANCIAL CHRONICLE
DETROIT, MICH.-—William: C.
McCartney has been added to the

staff of E. H. Rollins & Sons, Inc,;

Penobscot Building. -

T

OFFERINGS WANTED - f

. Allerton, N. Y, 3-6s 1955 WS
Beacon' Hotel 2-4s 1958 WS

* Film ‘Center 4s, 1949

. Fuller:Bldg. 2V;s-1949- WS
Greeley Sq. Bldg. Corp. Stock
A. M. Greeifield & Co. 5s 1954 *
Hotel -Lexington- Units
New York Athletic' Club 4s 1955
N. Y. Athletic Club 2nd 1%s 1955

150 Broadway

Tel. BArclay 7-4880

" AMOTT, BAKER & CO.

Incorporated

New York Majestic 4s.1956 WS
Savoy Plaza 3s 1956 WS
Sherneth ‘Corp. 5%s 1956 WS
2 Park Ave. 2nd 3s 1946

40 Wall St..5s 1966 WS

51 East 42nd ‘St. 3s 1966 WS
61 Broadway Corp.' Stock

79 Realty Corp. 5s 1948 WS
870 7th Ave. 4Y;s 1957 WS

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

Chanin Bldg.— All Issues’
B’'dway Barclay 2s-1956.
165 B’dway 41/,5-1958 -
N. Y. Majestic 4s-1956 |

SIEGEL & CO.

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

Boitized for FRASER
p:/ffraser.stlouisfed.org/ ... -
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100 Stocks Far Below 1946 Highs'

Investment service organization points out, though it is time for
farsighted investors to consider purchases, they should be on a
selective basis, with cash reserves held back for use when special
buying opportunities appear and when .outlook is more clarified.
Shows percentage rate decline of 100 different stocks,

The time has come for farsighted investors to consider the pur-
chase of outstanding values in stocks, leaving, however, cash reserves

for use on
later occasions
when especial
buying oppor-
tunities in
particular is-
sues appear to
e presenied,
and when the
outlook
becomes morse
_ clariiied.

A Field
Worth
Exzmining
One of the
fields in .
which to look ‘Tnnestuent  iming’*
for advantageous purchases is
among those stocks which have
declined most from their highs of
1946, the year in which the bull
market that began in 1942 ended.
; The accompanying table gives
100 stocks, listed on the New York
Stock Exchange, that have had
unusually severe declines, The
computation is not to the low,
reached since the high, but to last

Friday ~ (June 13). Some have

L. ScrA-dar Mott
Editor

“Reprinted from “Investment
Timing” published by the Eco-
nomics and Investment Depart-
ment of the National Securities
and Research Corp., New York
City. '

-OIL EXPLORATION
COMPANY

Common Stock

- We believe every investor should own
some oil equily for speculative profits,
We Ekave seleeted bil Exploration Com-
pany;—and will be-pleased to submit
our reasons to interested dealers upon
request. :

Approximate Price 414

ComsTock & Co.
CHICAGO 4

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

75 Yeurs
of

ADVERTISING
'SERVICE

ALBERT FRANK
GUENTHER LAW

Incorporated

NEW YORK ' PHILADELPHIA BOSTON
CHICAGO SAN FRANCISCO

risen appreciably in the market
rally since May 17. )

Of course, the mera fact that a
stock has experienced a. very
marked decline does not. make it
a desirable purchase. There may
be ample reason for its drop in
vrice and even for expecting it
not to recover appreciably. And
we do not mean to imply that in-
vestors should overlook standard
issues or other well-placed stocks
that did not fall so far below last
vear’s tops. And in some cases
stocks that have fallen least may
have excellent reasons bzhind tha
action, and be good buys also.
Nevertheless, the field of stocks
which - have fallen very far in
price should remain a good one
to examine carefully for “bar-
gains.”

Importance of Selection

Careful selection is a prerequi-
site of sensible investment at all
times and with all types of secur-
ities, It is, if possible, even more
important with issues in th’s cate-
gory. Perhaps the first considera-
tion is to -try to determine the
reasons back of the decline. For
example, if the stock was greatly
overpriced at its 1946 high; if its
fundamental situation has taken
a definite and substantial turn for
the worse; if it had been a divi-
dend payer and dividends have
been omitted or ‘greatly reduced
(especially without prospects of
resumption or increase); if it is a
marginal - company in its field
and the restoration of competi-
tive conditions makes its position
dubious; if it is in an industry
with an unfavorable outlook; then
the decline may well be justified
and the issue will not represent
an advantageous . purchagsse.

On' the other hand, thz decline
might have resulted from factors
not basically unfavorable, It
might have been caused mainly
by lack of market interest during
dull market periods in. the last
several months, .or from a tem-
porary lack of markat “popu-
larity” either for the issue itself
or for the industry group to
which it belongs. Actual unfa-
vorable factors may have existed
but since have been largely or
entirely corrected without tha
better turn being reflected by
the price. Where the decline or
the present relative low level can
be attributed to some such factors,
issues should be worthy of fur-
ther examination ‘with a view to
making opportune purchases. -

Consider Prosperity Feriod
Issues selected sho uld, of
course, be in position to weather
(Continued on page 31)

Labor Bill Needs:
Public Relations Aid
To Be Effective

Advertising Technics Advocated
by Public Relations Authority to
keep public informed.

By RAYMOND C. MAYER*

Public opinion, which always
bides its time patiently before de-
ciding, is setting back waiting to
see who will assume the “Stinker”
role, now that
the Taft-Hart-
ley Bill has
become law.

Will it be
labor or in-
dustry? Or
will it be
both? Or will
enlighte n e d
leadership
come into
play and
make . a de-
cent effort to
make the pro-
visions of the
law work?

No matter .
what the outcome, management
has a heavy responsibility -to
meet, equal to that of labor’s, if
not greater. So it behooves man-
agement to keep the record and
public mind clear by continuous
and wide use of the technics of
advertising -and other public re-
lations tools, in reporting how in-
dustry is doing its share to make
the law work for the benefit of all
concerned. In order to do this in-
formational job effectively, it will
call for the most judicious use of
institutional or educational ad-
vertising 'and publicity. in the
press, magazines, trade journals,
over the radio, in stockholder-

Raymond C. Mayer

employee reports and over other |

channels of communication to the
public. Success of the legislation
in actual practice will depend in
large measure on how widely and
completely the public is kept in-
formed on how the act is work-
ing out, . :

Of course, the advertising
technics could be used for propa-
ganda purposes. To do this ill-
advisedly would do an injustice to
all - concerned and would ‘defeat
its purpose—for the public gen-
erally reaches the proper conclu-
sion in the final analysis. R

The exponents of provisions of
the Taft-Hartley Bill will find
that the enforcement of it will be
much more difficult if those who
have the biggest stake do not take
the public into their confidence.
Also case histories demonstrating
how it is being successfully
worked out will be an aid to those
who may be floundering in ap-
plying its provisions to their own
plans and management policies.

#*Mr. Mayer, who has offices in
the Time & Life Building, New
York City is Past President of
the National Association of Public
Relationg Counsel.—Editor.

Chicago New York

Minneapaolis

INVESTMENT
SECURITIES

Public Utility
Industrial
Railroad
Municipal

ACALLYN~>COMPANY

Incorporated
Boston
Omaha

Milwaukee Philadelphia *

——

-

Dealer-Broker Investment
" Recommendations and Literature

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

Canadian Mining Maps —
Wayne’s Atlas containing 36 maps
of all important areas—Wayne
Map Co., 28 Wellington Street,
West, Toronto 1, Ont., Canada—

$1.00 postpaid.

Railroad Developments — Cur-
rent developments in the industry
—Vilas & Hickey, 49 Wall Street,
New York 5, N. Y.

Steel Industry, The—Detailed
study, surveying seventeen com-

panies—Hornblower & Weeks, 40’

Wall Street, New York 5, N. Y.
=t * * *

American Car and Foundry Co.

. | —Analysis—H. Hentz & Co., 60

Beaver Street, New York 4, N. Y.

Deep Rock Oil Corporation —
Memorandum — Doyle, . O’Connor
& Co., 135 South La Salle Street,
Chicago 3, Il

Fashion Park, Inc.—Analysis—
Seligman, Lubetkin & Co., Inc., 41
Broad Sireet, New York 4, N, Y.

Also available are analyses of
Tennessee Products, Argo Oil
Corp..and Consolidated Dearbern.

Filtrol Co. of Calif.—Analytical
memorandum—The Bankers Bond
Co., Inc, Kentucky Home Life
Building, Louisville 2, Ky.

Also available are memoranda
on. Murphy Chair Co.; Peaslee-
Gaulbert Corp.; Stratton & Ter-
stegge Co.; and Consider H, Wil-
lett, Inc.

Fire and Casualty Insurance
Stocks ' earnings comparison - for
1946—Laird, Bissell & Meeds, 120
Broadway, New York 5, N. Y.

Graham-Paige Motors Corp.—
Memorandum on 4% convertible
debentures due 1956—Seligman,
Lubetkin & Co., Inc., 41 Broad
Street, New York 4, N, Y.

R. Hoe & Co.—Analysis—Adams
& Co., 231 South La Salle Street
Chicago 4, Ill. :

Lanova Corp.—Circular—Ward :
& . Co., 120 Broadway, New York |

5 N. Y.

Also available are memoranda
on Taylor Wharton Iron & Steel;
Purolator Products; Upson Corp.;
United Artists; Vacuum Concrete,

National! Supply Co.—Analy:is
and opinion—Ira Haupt & Co., 111
Broadway, New York 6, N. Y.

Niagara Hudson Power Corp.—
Memorandum—A. M. Kidder &
To.. 1 Wall Street, New York 5,
N. Y.

Northwest Utilities—Analysis—
Ira Haupt & Co., 111 Broadway,
New York 6, N. Y.

0il Exploration Co.—Bulletin—
Comstock & Co., 231 South La
Salle Street, Chicago 4, Il

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

Also available are analyses on
Stern & Stern Textile, Inc., and
Rome Cable Corp.

Rockwell Manufacturing Co.—
New descriptive brochure—
Scherck, Richter Co.. -Landreth
' Building, St. Louis 2, Mo.

Shenandoah Dives Mining Co.— |

Recent analysis—McDonald & Co.,

Kansas City

bitized for FRASER-- .

1009 Baltimore ' Avenue, Kansas

| City 6, Mo. g .

]

Shenandoah-Dives Miiing Co,

—Detailed descriptive circular—.

Prugh, Combest & Land, Inc., 1016

Baltimore Avenue, Kansas City 6,
Mo.

Southwestern Public Service—
Memorandum—Buckley Brothers,
éa'i)u walnut, Street, Philadelphia

; Pa. ‘

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

Standard Silica Corp.—Descrip-
tive memorandum — David A.
Noyes & Co., 208 South La Salle
Street, Chicago 4, Ill.

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

b
Wheeler,”. Osgood Company —
Discussion of future outlook—
Sills, Minton & Company, Inc,,
209 South La Salle Street, Chi-
cago 4, Il1.

Merritl Lynéh fo Open
Branch in Baltimore

BALTIMORE, MD.— Effective
June 23th, Merrill Lynch, Pierce,
Fenner & Beane will take over
the offices of Hornblower &
Weeks in the Kcyser Building,
the latter firm transferring their
Baltimore business to Philadel-
phia,

The personnel now attached to
the Baltimore ' office of Horn-
blower & Weeks will remain with
Merrill Lynch, Pierce, Fenner &
Beane; -

With Sidney B. Hook & Co.
(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, CALIF. —

Thomas J. Edwards has become

associated with Sidney B. Hook

&. Co., Van Nuys Building. He

was formerly with the First Cali-

fernia Corp,

Joins Maxwell, Marshall

(Special to THE FINANCIAL CHRONISLE)

LOS ANGELES, CALIF.—John
F. Roth has become associated
with Maxwell, Marshall & Co.,
647 South Spring Street, members
of the Los Angeles Stock Ex-
change. Mr. Roth was formerly
in the trading department of the
Los Angeles office of Cruttenden
& Co.

With King Merritt
(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, CALIF.—Wil-

liam C. Jackson has become con-
nected with King Merritt & Co.,
Inc., Chamber of Commerce Build-
ing,

With Conrad, Bruce
(Special to THE FINANCIAL CHRONICLE)
SAN ' FRANCISCO, CALIF.—
John S. Hassan has become af-
tiliated with Conrad, Bruce & Co.,
Russ Building. He was formerly
with First California Co,

Joins Ted Weiner Staff
Special to THE FINANCIAL CHRONICLE
SAN FRANCISCO, CALIF.—
John F. Schofield has been added
to the staff of Ted Weiner & Co.,
41 Sutter Street.

Hincks Bros. Add to Staff
Special to THE FINANCIAL CHRONICLE .
BRIDGEPORT, CONN.— Wil-
liam F. Mercer has been added to
the staff of Hincks Bros. & Co.
Inci, 272 Main Street.
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By EUGENE HOLMAN *

v’s Future

President, Standard Oil Company (N. J.)

Leading oil executive calls attention to increasin
points out present consumption exceeds wartime
exploited, nation’s petroleum resources are not |

on imports and synthetic liquid fuels. Sees steady upward pressure

price of oil products will enable people

g and unsatisfied demand for petroleum products and
.peak. Says though U. S. reserves have not been fully
ikely to be enough for future needs, and we must rely

on prices, and warns only low

to enjoy their benefit and bring stabilization to industry.

Today the American oil industry is producing more than 5,000,000 barrels daily of

crude—a rate higher than even the peak of war output
for the year 1941. This is really an astoni put and 30

way of doing®

shing performance and a

J0 more than the average
tribute to the industry’s

things in the
face of the
prophetsof
doom. Yet the
national de-
"mand for
products has
risen even
faster than
“produc tion.
The cushion of
shut-in pro-
-duction, which

- was of ftre-
mendous val-
ue during the
last decade, is
rapidly being

Eugene Holman

reduced.

It seems certain that there will
be a tight situation—although not
a critical one that would seriously
affect our national economy—in
supplying of both crude oil and
products for the coming 12 or 18
months. The reason is simple, It
is not a shortage of crude oil re-
serves.

It is just that the industry has
not been able to drill the number
of additional new wells, to pro-
vide the transportation, and to
build the new facilities necessary
rapidly enough to produce and
handle present record demands
for oil with its customary margin
of safety, -And this situation has
been aggravated because demand
on our product has increased even
more rapidly than normal—pro-
ducers of other kinds of fuel
world-wide have failed to meet
their normal demand. During the
war efforts were concentrated
principally on maintaining pro-
duction with the minimum expen-
diture of manpower and material.
The industry built special units
for war use, such as 100 octane
gasoline plants. But these did not
dn themselves result in an im-
portant addition to total refining
capacity, Now, in the shortest
possible time, it is necessary to
catch up with normal replace-
ments and at the same time great-
ly expand capacity in every oper-
ation from the drilling rig to the
tank truck.

The industry today is in the
midst of the largest construction
program of all time. Everyone in

* the industry is affected. It is go-
ing to take all the ingenuity and
hard work of everyone to mini-
mize the temporary  inconven-
lences to the public that will re-
sult. - And it is going to take a
lot of broad gauge thinking to get
through this period without bad
feelings among ourselves that do
no one any good but those who
would like to see the whole in-
dustry discredited.

_But this is only the short range
picture. For the long range we
have to look at estimates of de-
mand, of discovery rates, of price.

e must consider possibilities of
synthetic oils from gas, coal and
shale and perhaps other materials,
to say nothing of possible compe-
tition - from atomic energy and
other new sources of power.

All of us are, fundamentally,
“peddlers - of . energy.” We sell
energy in liquid form and are in
competition with all other forms
of energy from wood through coal
to the atom. .

Of course—you understand—I
do not intend to slight the widely

*An address by Mr. Holman be-
fore the Bradford District Penna.
Oil Producers Association, Brad-

kr}own special qualities of the oil
with which nature has so thought-
fully blessed this particular
ground. -

‘The total demand for crude and
products, including natural gaso-
line, imports, ete., in the United
States today amounts to around
5,600,000. barrels- daily, - By 1951
Jersey’s economic forecasts, which
agree pretty well with others I
have heard, foresee a total de-
mand for over 6,200,000 barrels
daily.

And further increases are pre-
dicted for succeeding years.

Where Will the Oil Come From?

Where will the industry get this
0il? Even to maintain present
crude production—which is com-
ing out at the rate of 1.8 billion
barrels . per year—means that
really tremendous amounts of new
oil must be found. Obviously, it
will be difficult to add nearly two
billion barrels to crude oil re-
serves each year over an indefi-
nite period. Yet, even greater dis-
covery rates will be needed if do-
mestic demand is to be met with-
out “turning to supplementary
sources.

There remain wide sedimentary
areas practically untested in this
country. And in the vertical hori-
zon there is much room to explore
by deeper drilling in many pro-
ducing areas. Further, great op-
portunities exist to obtain prac-
tically new oil by more intensive
and technically improved second-
ary recovery methods—a point on
which you all here are contribut-
ing so much. Most geologists—
certainly Jersey’s—feel confident
that much more oil remains to be
found in this country, at least as
much again as the 53-odd billion
barrels found so far. But the tim-
ing or rate of discoveries is almost
as important as the quantity—and
this will depend on the intensity
of effort and on the skill which is
applied.

To the extent that discovery
technology fails to keep pace with
needs, substitutes must fill in, for
people cannot do without oil prod-
ucts or the energy from oil.

Regardless of whether there re-
main 50 billion barrels to find, or
many times as much, studies show
that the country’s natural petrol-
eum resources are not likely to be
enough for all needs when we
look far ahead—for several dec-
ades and more. Two major sup-
plementary sources can now be
seen, One is imports, the other
synthetic fuel. Both of these will
be available if needed. Already
they are important factors in the
industry’s long-range planning.

0il Imports

The question of imports brings
up foreign oil. It is sometimes
difficult—accustomed as we are to
thinking of the United States as
far and away ahead of the rest of
the world in petroleum—to real-
ize the rapid strides made abrqad
in recent years. Today, foreign
oil reserves far exceed those in
the United States. Of wo_rld re-
serves estimated at appro;glmately
60 billion barrels, 40 billions are
abroad. The Middle East alone, in
the estimates of many competent
geologists, has present reserves
substantially greater than those
here.
But these large foreign reserves
are not yet, as some seem to fear,

ford, Pa., June 19, 1947.

States. I do not know whether
they ever ‘will. - Demand for "oil
abroad is rising rapidly, and the

| potential rate of increase of this

demand is far greater than our
own, In this connection, a sim-
ple comparison is useful to keep
in mind. ‘The annual per capita
consumption of petroleum in the
United States today is around 571
gallons. In the Eastern Hemi-
sphere it is 14 gallons per capita,
and in the Western Hemisphere
outside the United States 95 gal-
lons per capital.

Paths of oil flow throughout the
world are changing. In the past
the United States and other coun-
tries of the Western Hemisphere,
chiefly Venezuela, have supplied
most of the oil needs elsewhere in
the world.

Over the long future, however,
it seems likely that the Western
Hemisphere will need all of its
own oil for its own needs. By
that time there seems little doubt
that the Middle East will become
the great supply center for Europe
and many other parts of the East-
ern Hemisphere, :

American oil companies have
played big parts in developing
foreign oil resources and supply-
ing the oil needs of foreign peo-
ples. Much of this, incidentally,
is an interesting phase of Ameri-
can foreign trade, carried out en-
tirely outside our shores from pro-
duction to marketing. American
companies today operate about
40% of all foreign- oil reserves
outside Russia. Over the course
of time the domestic industry can
draw on these reserves to supple-
ment domestic production and
help fill any gap between domes-
tic demand and production. For a
long period of time imports will
be used primarily to increase sup-
plies of fuel oil products. This
will permit conversion of an in-
creasing percentage of domestic
crude into more valuable, more
highly refined products.

Incidentally, I think it a very
encouraging and helpful thing that
much of the controversy has been
removed .from the import ques-
tion—controversy which I have
always felt was based largely on
misunderstanding. Today all in
the industry seem to agree that
imports must be such as to sup-
plement domestic supply—not dis-
place it. As a major element in
the nation’s economy, the domes-
tic industry must remain strong
and virile. It must be able to con-
tinue .aggressively to develop the
nation’s oil resources. Jersey
Standard has gone on record
many times in support of such
policy, i

Synthetic Liquid Fuel

Turning to the field of synthetic
liquid fuel, most of you here to-
day are, I believe, familiar with
the broad outlines of the picture.
Processes have been developed
whereby almost any source of car-
pbon and hydrogen can be con-
verted into synthetic liquid prod-
ucts. Natural gas, coal and oil
shale appear to be the most eco-
nomic sources, in approximately
the order named. Wood and other
plant waste are potential sources
which may compete with oil shale
at least.

This is no distant situation. Syn-
thesis is with us today. In several
plants, commercial operations will
commence not far in the future to

(Continued: on page 34)

L Public Utility Securities

confirmed on June 30).

Virginia Electric & Power

Engineers Public Service has tentatively set July 10 as the
record date for distribution to its own stockholders of common shares
of Vlr'gmia Electric & Power and El Paso Electric.
tribution would be about July 21 (these dates will be changed or
Engineers by that time will have . com-
bleted the sale of Gulf States Utilities through subscription rights.
Disposal of the three holdings will®

The actual dis-

complete the major part of the
company’s integration program.

Virginia Electric & Power is a
$163,000,000 utility serving elec-
tricity at retail to 987 communi-
ties and adjacent areas in Virginia
and small areas of West Virginia
and North Carolina, with a popu-
lation of 1,687,000. More important
cities include Richmond, Norfolk,
Portsmouth, Newport News, Fred-
ericksburg, Williamsburg, “etc.
Power is also wholesaled to eleven
municipal systems and fourteen
other utilities. With one small ex-
ception, the entire system is inter-
connected and tie-ins are main-
tained with Carolina Power &
Light and Braddock Light &
Power 93% of the business is
electric and 7% gas.

Major industries in the terri-
tory are tobacco, shipbuilding,
rayon and other textiles, food
products, chemicals, paper, wood
products, metals and 'machinery,
stone and clay . products and
trunks and bags.

The company’s rates seem low
considering the diversified area
served. In 1946 residential rev-
enues per KWH averaged 3.lc
(below the national average) and
average annual use by each resi-
dential customer was 1,452, bet-
ter than the national figure. Com-
mercial rates averaged 2.3c and
industrial 1.1c.

Plant account is carried at orig-
inal cost "except for $11,330,000
plant acquisition adjustments
which are being amortized.  The
depreciation reserve at the end of
1946 was about 15%  of plant ac-
count and the amortization re-
serve about 30% of the plant ac-
quisition adjustments.

Capital structure was about 52%
debt, 23% preferred stock and 25%
common stock equity. This con-
forms reasonably well with the
SEC formula (50-25-25) and the
debt ratio should gradually im-
prove as the serial note issue is
paid off. However, if plant ac-
count were fully adjusted to
original cost by a charge to sur-
nlus, the ratios would be 57% debt,
25% preferred and 18% common.

It is difficult to trace the com-
pany’s earnings record with re-
spect to the common stock be-

cause of the important merger in
1944 with Virginia Public Service
(Asociated Gas System), the bond
refunding of 1945 and the various
resulting adjustments in federal
taxes. In the twelve months
ended May 31, 1947, $1.59 a share
was earned compared with $1.61 .
in the previous period. This was
after about 23c for amortization of
plant adjustments. However, the
combined depreciation and main~-
tenance expenditures totaled less
than 15% of revenues (considered
on the low side) and another 3%
(after tax adjustment) would
more than offset the amortization
item. -

The stock is currently quoted
over-counter about 15% ‘“when
distributed” or slightly less than
ten times current earnings. The
quotation would probably be a
little: higher were it not for the
peculiar fact that no dividend will
be forthcoming until June, 1948
(the company paid a special divi-
dend of $1 to Engineers Public
Service to aid in that company’s
program), If the $1 dividend rate
is continued the yield would be
about 6% %. However, if the com=
pany paid out three-quarters of
earnings ‘the present indicated
rate would be in the neighborhood
of $1.20, and on this basis, the
yield on the present price would
be 7.7%. Such a rate would com=~
pare favorably with average yields
for more seasoned issues.

With Municipal Sec. Co.
Special to TEZ FINANCIAL CHRONICLE

GREENSBORO, N. C.—Louis L.
Morrman, Jr., has rejoined the
staff of Municipal Securities Co.,
Guilford Buailding. He has re-
cently been with Carolina Securi-
ties Corp. -

With First Securities Corp.
Special to THE FINANCIAL CHRONICLE
CHARLOTTE, N. C.—Philip T.
Williams is now with First Se-
curities Corp., Liberty Life Build-
ing.

West Virginia Water Service
Puget Sound Power & Light
Public Service of Indiana

BOUGHT — SOLD — QUOTED

*Indiana Gas & Water

*Prospectus on Request

Pave, Wesser, JacksoN & Curms

Established 1879

Federal Water & Gas

Southwestern Public Service

Consolidated Elec. & Gas $6 Pfd.
New England Public Service Plain Pfds.
Portland Elec. Power Prior Pfd.

e ——

GILBERT J. POSTLEY & Co.

29 BROADWAY, NEW YORK 6, N.¥. '/
" Direct Wire to Chicago

pressing for a market in the

Boitized for FRASER
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Bank a;;l}nsurance Stocks |

By E. A. VAN DEUSEN

This Week—Bank Stocks

The veto of the tax bill postpones until 1948 whatever help lovyer
individual taxes might afford the bank stock market, through making
these relatively high and ‘steady income stocks more attractive .to
the investor. Collaterally, the Treasury will be ‘enabled to retire

some adtqiitional $3 to $4 billion of

debt before the end of the year,]

thus further shrinking the earnings assets of the banks.

FAY

There are some offsetting fac-*
tors in the situation, however.
First, commercial loans.are ex-|
pected to experience a seasonal |
upturn in the latter part of July;

second, the banks lengthened,
moderately the maturities of their
Government bond portfolios dur-
ing the second quarter; third, it
‘appears possible that the Treasury
may unpeg short-term -interest
rates in line with the recommen=~
dations of the Federal Reserve.

New York City bank stocks
'staged an unimpressive market
performance during the past two
weeks, part of the time moving
‘contrary to the direction of the

general stock market. The fol-
lowing table shows the record as
measured by the American Banker
Index and the Dow Jones Indus-

Amer. Dow Jones
Banker Industrial
Index Average
39.1 169.88
39.1 171.10
39.5 174.68
39.5 173.78
39.6 175.49

*175.81
174.98
174.94
176.14
176.44
-+ 6.56

C +39%

*Tax bill vetoed. {Gain at end
of Period (Points). {Gain at end
of Period (%).

It may be of interest to observe
how individual bank stocks com-
pare with the bank stock index
and the Dow Jones Averages. Two
tables are presented, one com-
prising banks of New York City

Date

L3

Name
BOSTON:
First' National

|| Merchants National

National Shawmut .-

CHICAGO: &
Cont. Il Nat. Bank & Trust
First National
Harris Trust
Northern Trust

PHILADELPHIA:
Corn Exchange
Fidelity-Philadelphia
First National
Girard Trust

SAN FRANCISCO:
Bank of America

Average

iNo change.

tional, Corn Exchange and Na-
tional City of New York, . also
Continental Illinois and First Na-
tional of Chicago. Merchants Na-
tional of Boston and First Na-
tional of Philadelphia sustained
moderate loses. Seven stocks show
no change in prices, while the

Pennsylvania Co. coreocimtimmmmnn .

A few stocks made moderate’
gains, such as Commercial Na-

BANKS OF OTHER CITIES

. Asked Prices
6/9/47 '6/20/47

50 - 491
355 335
27 2614

% Change
—1.0% .

—5.6
—1.9

83 +2.4
208 440
36) T
630 —0.8 -

o83,
1..200
-36)

47
274
35
4615
373

47, .o
274

361
AT,

3%

42y —12

—0.9%

423

balance show only fractional gains
or losses. .

Tnus, for the time being there
is not much life in the bank stock
market. Meanwhile, however, well
selected bank stocks provide at-
tractive dividend income, well se-
cured: by earnings, with prospec-
tive market appreciation over the
longer term.

World Bank and the SEC

Vice-President Garner says Bank has no objection to registering
its securities. Discloses as still unsettled questions of ‘dealers’ reg-

and a second comprising banks
of other cities, as follows:
NEW YORK CITY BANKS ‘
Asked Prices :
6/9/47 6/20/47 % Change
253 26 +1.0%
357 355 —0.6
40, 40 —0.6
97 9534 —1.3
36% 361 o
41Y, 4034 —1.2 .
411, 43 +4.2
17 167 —0.7
5614 5834 +4.4
1,450 1,440 0.7
270 274 +15
© 153 - 157% +0.8
5034 51 405
4035 - 411, +2.2
923 921, —0.5
a1y 1Y% +
660 . 660 i ]

+0.5%. :

‘trial Average: _ :

. -Name
‘Bank of Manhattan
Bank of New York
‘Bankers Trust
Central Hanover

" Chase National
Chemical Bank & Trust
“Commercial National

‘Corn Exchange
First National
Guaranty Trust
Irving Trust
Manufacturers Trust

" National City

. New York Trust
Public National

"U. S. Trust -

Average

1No change.

‘ BANK

and
INSURANCE
STOCKS . . .

3 I

- . :
Laird, Bissell & Meeds
Members New- York Stock Exchange

120 BROADWAY, NEW YORK 5, N. ¥,
Telephone: BArclay 7-3500
Bell Teletype—NY - 1-12¢8-49

(L. A. Gibbs, Manager Trading Dept.)

NEW JERSEY
.- -SECURITIES

~ ver® . B R I

" J. S. Rippel & Co.
‘ Established 1891 ~ - * '

1v8»Cllnt0n St., Newark 2, N. J.

" MArket _3-3130
N. Y. Phone—REctor 2-4383

@

WHOLESALE MARKETS IN
BANK and INSURANCE STOCKS

CGRVER & 00,

NEW YORK 5: 67 Wall Street
© WHITEHALL 3-0782 NY 1-2678

CHICAGO.4
231 §. LaSalle Strect

e
BOSTON 9

LOS ANGELES 14 SAN FRANCISCO 4
0 Post Office Square

€12 West Sixth Strat Russ Building
HUBsarp 0630 PRANKLIN 7538 MicHigan 2837 SUrren 8867
88297 - “CG~105 L1086 - 8F-377
PRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO,
CLEVELAND, PEILADELPHIA, LOS ANGELES, SAN FRANCISCO .
TELEPHONES TOQj. Hartford, Exterprise 6011 Portland, Entérprise 7008’
Providence, Enterprise 7008 Detroit, Enterprise 6066

istration, underwriting liability, and exemption from Trust Inden-
ture Act. Reveals Bank’s proposal to push Ruhr coal production.

WASHINGTON, June 24—The
relations of the World Bank and
some of the likely complications
were indicated by Robert L. Gar-
ner in a press
conference
here today.

There has
been no ques-
tion raised
against regis-
tration of ‘the
institution’s
forthcoming
debentures
Mr. Garner
indicated,
saying: - “We

| haven’t raised

question” of
whether Bret-

ton Woods Robert L. Garner

-|Aet passed

| subsequently would exempt - this

Bank - from: SEC. . We. have said
we are glad to register. The thing
that we ‘were interested in'was
that rthere were certain: restric-
tions operating under SEC we felt
were inapplicable to our situation.
We- have been discussing - with
them’and ‘asking them to give.us
either " clearances . or. exemptions
on them.” :

Such restrictions were cited by
Mr, Garner as follows:

dealers would be underwriters in
the terms of the Act.

ing group but if it isn’t an under-
writing, ‘the next stage down is'a

corperate - issue; they .would .be
JAnderwriters in the sense of_the
ct. g

“We pointed out, and most peo-

NATIONAL BANK
of INDIA, LIMITED

Bankers to the Government in .-
Kenya Colony and Uganda
" Head Office: 26, Bishopsgate,
ondon, E. C.

Branches in India, Burma, Ceylon, Kenya
Oolony and Aden and Zanzibar

Subscribed Capital....£4,000,000
Paid-Up Capital £2,000,000
Reserve Fund £2,300,000
The Bank conducts - every description of
. banking and exchange business )
Trusteeships and Executorships
also undertaken

““One is the necessity of dealers’’
registering. Another, whether the]|

On' that'
point, you realize ‘we . are-.inot]
going "to have an Underwriting
Division. It is set up to be a sell+,

selling group; and if this -was;a’

|

M e PR B A F T P2
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ple agree, there is no underwrit-
ing liability set up under SEC,
not applicable to us.. The question
is a technical thing. What they
are going to do about it we don’t
know,

“One other is exemption from

agreed cn. “After all- there is no
point in having private trust com-
panies as:trustees, These are the
haps some other technical things.”

Dealers .
. On the question of conflict

{with security ‘dealers, Mr. Garner,

stated:

had- any ' objections’ from anyone

{of the members to that, ‘That’s
one of the technical things: Deal-'
ers have talked to us and agree|
that we ought to have both regis-

tered dealers and  municipal ' and
government dealers.”’

Bank to Stimulate Ruﬁr e
Coal  Production 1

~“Revealing that the Bank con-

production vital to the reconstruc-
tion of Western Europe, Mr, Gar-

| ner. said:

"“Next to food, coal is the most

today and is the primary limiting
factor on increased production. It

be interested in ways to increase
the supply «of coal in Europe. ‘The
fact that the Ruhr, which has been

coal’ in' Western ‘Europe, is oper-
ating well under-capacity made it
natural - for the Bank to try to
develop some. ideas ‘which might
Tesult in increased coal produc-
tion there. "It hasn’t gone beyond
the idea stage and we have no
fixed thoughts on how it might
be done. The Bank would be
willing to do anything within its
vower:that it felt to be sound and
within the scope of the Articles
of Agreement to achieve this end.”
When asked to whom the money
would be lent under this plan,
Mr. Garner stated that it hadn’t
been worked out but that if pos-
sible through an authority set up
through concerted action of sev-
eral .governments, Mr. Garner
continued,
- In answer to a question as to
|the extent of need for coal pro-
‘ducing machinery against the need

Trust Indenture Act, I think that’s?

important things. There are per-|

| divisions.

siders ‘revival "6f the ‘Ruhr’s: coal |

critical commodity in the world!

is:natural that.Mr. McCloy. would White & Company. Other officers

the principal producing area' of|

for food and housing, Mr. Garner
stated that the Bank is trying to
get more information on that ang
the present  indications are that
the amount of equipment and ma-
chinery ' needed is secondary to
the increase of manpower and the
production of the manpower baseg
on housing” and more food and
consumers goods. On this basis,
the loan would not necessarily be

a long-term’ loan.

Mr. Garner explained' that-the
Bank would be concerned: with
the -allocation . of - the coal- ang

{when asked what nations might

be included in the authority; said
that - certainly the nations sur-
rounding the Ruhr would be in-
terested and that because Britain
and the U, S. are'carrying the"
burdén of occupation in western
Germany ' they  should be inter-
ested ' in getting Germany on a
self-sustaining -basis. “We. would
like everyone in ‘who could help,”
he said.’ ' I
‘When  asked ' if “the authority
might - be - compared - with TVA,
Mr. Garner- said that it was not
1 TVA idea but compared more
closely- to such a thing as.a port
authority. >
Mr, Garner pointed out that the
idea has not been tried out offi-
cially' on anybody. He .indicated
that the Government knows about
it.”
France Has Drawn Down 259, of
Her Loan

Mr, Garner further revealed
that France thus far has used
from $60,000,000 to $70,000,000 of
her $250,000,000 total loan.

World Bank Bonds
Legal in New Jersey -

We have been informed by the
Governor’s office in Trenton that
Governor - Alfred E. Driscoll  of
New Jersey has signed a bill mak~
ing it legal for banks, insurance
companies, and certain others, to
invest. in. obligations issued or
guaranteed . by - the International
Bank for Reconstruction and De

| velopment, ;
No Difficulties With Securities | >

The new law specifically in-
cludes insurance companies and

associations; banks and trust com-

panies; executors, receivers and

_ : ) {others occupying similar fiduciary
1|, “Sofar as I know, we haven’t

positions;. investment: ' companies
and  other. financial' institutions;
credit unions and beneyolent as-
sociations; pension . funds . and
sinking: fund -systems;,.as well as
the state -and - its :political: sub-~

Stock Exch, :

Toronto

|Elects New Officers -~

TORONTO, ONT., CANADA—

|R. J. Bréckenridge; Breckenridge

& McDonald, was elected presi~
dent of the Toronto' Stock Ex-
change by acclamation ‘at the an-
nual meeting. Mr. Breckenridge
succeeds J. B. White of J

elected by acclamation were A. L.
A Richardson, Dickson, Jolliffe &
Co., Vice-President; J. T. Cannon,
J. P."Cannon &:Company, Secre~
tary; and D’Arcy Manning DoO-
herty, OBE, Doherty, Roadhouse

& Co., Treasurer, - "
Members of the managing,com-
mittee  also elected by ‘acclama-
tion were Frank G. Lawson, MosS,
Lawson & Co.; W. G. Malcolm, A-
E. Ames & Company; G‘ordon~W:
Nicholson, G. W. Nicholson & Co.;
T. A. Richardson, T: A Richard-
son & Co.;; George L. Jernisonl,
Wills, Bickle & Co.; and’J. B.
White, the retiring president.

With Holley, Dayton Firm

Special to THE FINANCIAL CHRONICLE
EAU CLAIRE, WIS—Wilbur V.
Malkson has become assoclai€
with Holley, Dayton & Gernon{
S. A. F. Building. Mr: Ma1k§01e
was' formerly: local representatl\(
for Loewi & Co.




Volume 165 Number 4606

‘THE‘COMM'ERCIAL‘S & FINANCIAL CHRONICLE

(3347) 11

¥ .
Factors in
Tl T Finametsd Bditor, Christian Sotencs Mohitar
Financial observer points out World Bank mast be patt ‘of h
supply need. for machinery and materials to increase old
Bank - vill .soon issue $300,090,000 debentures,

investors. - However, looks: to Export-Import Ban
unsold bonds; and concludes present set-up of

It may: be well at the start of m
national scene which materially al
of these is_the continental '‘plan fo

shall on ‘June

By GEORGE R. ERICSON* .

world’s

World Bank

igh economic planning, and says it can

productive capacities. * Predicts

end despite difficulties is likely to win confidence of
k and reconstruction Finance Corporation to take up
‘Bank keeps its borrowing within conservative bounds,

y talk to-point to recent deveélopments on the inter;
ter the circumstances affecting World Bank policy. One
r aid to Europe put forward by Secretary of State Mar-

5. His idea
that help to
.the nations of
Europe should
be on an over-
all, coordi-
nated or uni-
fied basis, aad
that these na-
tions should
get together
and show how
America can
‘best help
them, is a his~
toric propcsal
-and a credit
#0 -high states-
smanship. If it is accepted and a
customs union of Europe results,
then piece meal assistance to-the
meedy. countries will. be subor-

George R. Ericson

dinated to a master plan. This is|

thigh economic planning and  the
-World Bank must needs be a part
of .it; at least it.will have to co-
-ordinate its: policies .and actions’
with whatever commission  -or
group. is .to implement the Mar-
:shall plan. .

" At -the same time, the World
‘Bank - must - take - cognizance . of
“Senator - Vanderberg’s suggestion|
‘that -the United- States ‘take in-|
ventory-of-its resources to deter-’

mine-how. much-it can afford -to'
export:: For no-nation:can con-|

‘tinue to-be 'an:arsenal -of democ-
Tacy. if it irretrievably damages its

‘economy by -sending too large a|

proportien-of its economic wealth
sabroad.- - This -.inventory taking
presupposes: a-total balance sheet
'of ‘Europe’s needs and- American
resources. With such a picture of
“nternational -assets and liabilities

.‘before-it, the ‘Bank.can azt with{"
“greater “clarity -and precision.: As:
Telief -becomes-less necessary and |-
abroad proceeds,|:

Tehabilitation
‘the ‘larger will loom: the part the
“World :Bank : plays. - Ex-President
‘Herbert Hoover’s ‘letter this week
to Senator Bridges of New Hamp-
shire - (Full letter : appeared in
“Chronicle” “of “June 19 starting

‘on page 6-—Ed:) ‘has-given added |

force to the:Vandenberg proposal
* ‘that a bi-partisan advisory group
of our ablest citizens examine how
far America- can go in saving
“Europe from Communism without
causing “drains which cripple our
‘own productivity.”
" We are exporting today at a
rate of some $19 billion annually,
and are importing at a rate of less
4than . $8 billion, Unless' we are
eventually going to call this ex-
vort excess of $10 to $11 billion a

gift, we must make it possible for |

foreign countries to send us more
‘of their goods. Theoretically we
all advocate ‘a two-way trade
highway. Actually most of the
traffic is going in one direction.

.~ The action of Congress in voting |-
a price support program. for wool |-
‘that means higher tariffs .indi-|:
cates. an .attitude that is-indiffer- |-

‘ent to. the success of the Interna-

tional :Trade Conference at|.
Geneva,; That. conference is aimed

Specifically .at .trade barriers. Its

failure  has . implicatioas -for- the |

‘World Bank. ‘Uniess'a-way can be
iound for expanding our imports,
in other words, for making it pos-

~'sible -for-our. debtors to pay. us; |:
‘then World Bank loans are a mis- |-

———

*An address‘by';l\/[r, Ericson be- |’
fore the Maine Bankers Associa-|

tion,” Poland - Springs, 'Me., June
21 Yo, n S?rmgs, , Ju

3

nomer. They had better be called
gifts, TP

The World Bank Set-Up
We could get on with the' gist
of our discussion ‘more ‘quickly “if
it were assumed-that bankers gen-
erally knew. .about the origin of
the International Bank for Recon-
struction and Deyelopment, its
structure ani the need: for it or
ultimate objective, .- Nevertheless,
at the risk of telling you some-
thing with which you are familiar,
I shall take a few minutes to give
an outline of the bank’s makeup
before we try to assay its useful-
necs, For brevity’s sake  let us
call it, as the headline writers do,
the World Bank. )
No doubt you remember those
summer days three years ago
when the theorists and the realists

.net at. Bretton Woods, New
Fampshire, to see if they could
igree on some procedures to re-

“|stere the flow of international

capital investment ang to stabilize
Zoreign exchanges. In the process

of adjusting the differing points of
wview, who shall say that the com-

promise worked out is more a tri-
umph of the hard money propo-
aents or of the easy credit boys.
This'much can be.said. It resulted

'in an institution—or two institu-

tions—which have begun to func-
tion in a period far more perilous

than foreseen at their inception.
We cannot deal with the Interna-
tional Monetary Fund here except
tosay: that its business, besides
fostering cooperation among the
nations as to monetary problems,
is to help members to meet tem-
(Continued on page 40)

Success |
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NSTA Note§

NATIONAL SECURITY TRADERS ASSOCIATION

. The Advertising Committee of the National Association of Secur—
ity Dealers reports as follows to the members of the Association:

Fellow Members: '

Your Advertising Committee is pleased to report the following
Vice-Chairmen:
& 1.fDonald E. Summerell, Wagenseller & Durst, Inc.,, Los Angeles,
alif. ’

Harry A. Madary, Geyer & Co., Boston, Mass.

Jack A. Hawley, Equitable Securities Corp., New Orleans, La.

Clair S. Hall, Clair S. Hall & Co., Cincinnati, Ohio.

Leslie Barbier, G. A. Saxton & Co., Inc., New York, New York.

We are now communicating with the Presidents of all Affiliates
to represent this committee from their own Affiliates. In other
words, we believe it pays to advertise and we are confident adver=
tising space in our Post Convention Special 1947 Issue of the Com-
mercial & Financial Chronicle will quickly be subscribed to when
our membership through our National Advertising Committee is fully
aware of the fact that in this instance it pays the NSTA too because
of its participation in the advertising receipts.

A letter is now in the mail to the members and we earnestly
request that you give it your attention, s o

Gross advertising to date $5,900.

Let us prove our loyalty to our National Organization by sup-
porting your Advertising Committee which in turn greatly strength-

ens your NSTA Treasury.
HAROLD B. SMITH, Chairman
NSTA Advertising Committee
Collin, Norton & Co.
30 Pine Street
New York 5, New York

New Issues
bR o

Dat-ed ]uIy'_"15, 1947 ;

El_.li
1948
1949
1950
1951
1952

Weédén & Co., Ine.

June 25,1947,

$52,200,000

| State of Connecticut
- 1%% World War Il Bonus Bonds and 1% University Bonds

. Principal and. semi-annual.interest (January 15 and July 15) payable in Hartford or in New York City. Coupon bonds in denomination
of $1,000, registerable as to principal only or as to both principal and interest.

Interest Exempt .from Federal Income Taxes under Existing Statutes and Decisions
Exempt from Taxation by the State of Connecticut

Eligible, in our opinion, as legal investments for Savings Banks and Trust Funds in New York,
Massachusetts, Connecticut and certain other States

AMOUNTS, MATURITIES AND PRICES

(Accrued interest to be added)

$50,000,000 World War II Bonus Bonds, due §5,000,000 each July 15, 1948-57, incl., as 1};s
$2,200,000 University Bonds, due $110,000 each July 15, 1948-67, incl., as 1Y/s

Price
to Yield
1.009%,
1.00
1,05
1.10
1.10

Price
to Yield

.55%
65
+75
85
95

Due

1953
1954
1955
1956
1957

Thé above Bonds are offered subject to prior sale, for delivery whexi, as and if issued and received by us and subject
to the approval of legality by Messrs. Storey, Thorndike, Palmer & Dodge, AHOtngyS, Boston, Massachusetts.

The National ity Bank of New-York - Halsey, Stuart & Co.Inc, . Haris Trust and Savings Bank  Bank of America N. . &S. A
- Blair & Co, Inc. | |
- Hallgarten & Co. - Hornblower & Weeks -~ First of Michigan Corpbratffn Adam:, McEnte;é & Co, Inc. ‘C. F. Fhilds and Company
Dick & Merle-Smith
" Robert Winthrop & Co. AR

Stone & Webster Securities Corporation

Rposevelt & Cfo;!r -

Incorporated

.. Lincoln R. Young & Company -

Due July 15, as shown below

'

Price
to Yield-

1.15%
115
1.20
1.20
1.20

Price
for 1Ys
100
100
-. 100
9914
9914

Due

1963
1964
1965
1966 -
1967

Due -

1958
- 1959
1960
1961 -
1962

Phelps, Fenn & Co.

Incorporated

" Daby&Co.  Otis & Co.
' * (lp«r_ponlad)

E.S. s.'rﬁ:hm&’cw__,_v P

Reynolds & Co.

itized for FRASER
)://fraser.stlouisfed.org/




i

T e e —

‘the relative status of the two

cgrowth in parts of its territory.
It is indicated that these long-
.term trends have not as yet run| -
‘their full course. As a matter of |
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Securities

Some railroad analysts have recently been pointing out to their
clients that the present spread of more than six points between
Southern Railway common and Southern Pacific stock is historic-
ally wide and that there might be considerable advantage in switch-

ing into the former.

Some sacrifice in income return would be

involved but it is contended that this should be more than offset by

improved price enhancement po-¢
tentialities. Both dividends are
considered well protected but in
neither case is an increase in the
current rate anticipated. At last
week’s closing price of 34%
Southern Railway afforded a re-
turn of 8.63% on the $3.00 divi-
dend. Southern Pacific at its
closing price of 41% afforded a
return of 9.70% on the $4.00 divi-
dend.

It is being pointed out that at
their respective 1947 highs South-
ern Railway sold more than three
points above Southern Pacific,
whereas the latter is now more
than six points higher, In the
three preceding years, based on
respective annual highs and lows,
Southern Pacific ranged from a
maximum of eight points above
Southern Railway at the 1944
peaks to two and a half points
above it at the 1945 highs. Four
years ago the two stocks fluctu-
ated in an identical range while
in 1942 both the high and low of
Southern Railway common were
above those of Southern Pacific.
Aside from the present dividend
rates there has been no change in

‘stocks that would warrant a revi-
sion in the historical price rela-
tionship,

. Fundamentally, both of these
toads are considered to be in a
favored position. Both have ben-
‘efited materially from long-term
trends towards greater industrial-
Jzation of their service areas and
Southern Pacific in particular has
-experienced sharp population

‘fact, in both sections the trends
were accentuated and accelerated
by war needs, Long before the
war both of the roads were ex-
periencing traffic and revenue

trénds superior to those of the in-| .

dustry as a whole or other roads
operating in the same territories.
There is every reason to expect
that these favorable influences
will be continued iq the postwar
era.

From the point of view of share
earnings, Southern Railway has
fairly consistently run ahead of
Southern Pacific. For one thing,
it is the more efficient ‘of the two
properties. On the average in
normal prewar years Southern
carried around 20% of gross
through to net operating income
before Federal income taxes. Dur-
ing the same period Southern Pa-
cific carried through somewhat
less than 13%, This differential
in' operating performance will
presumably. return now that war
distortions of the traffic flow are
being eliminated.

'For the ten years 1937-1946
Southern reported average earn-
ings of $8.34 a share on its com-
mon, compared with $7.37 a share

for Southern Pacific. In each of

Guaranteed Stocks
Bonds -
Special Securities

BA Sy v

the seven years 1939 through 1945
Southern was ahead of Southern
Pacific in share earnings, and this
record would have been main-
tained in 1946 had it not been for
tax considerations. Last year
Southern Pacific reported earnings
of $6.70 a share, but this was en-
tirely due to tax credits. Had it
not been for these credits the road
would have covered only a small
fraction of its fixed charges. On
the other hand, Southern Railway
last year reported - earnings of
$4.82 .a share which was affer a
Federal tax debit of close to $2,-
500,000.

Both of the roads have been
active in reducing debt and
charges in recent years. To a cer-
tain extent the activities of South-
ern Railway have been hampered
in ‘this respect because its high
coupon debt is non-callable, De-
spite this handicap its present
charges are the equivalent of $2.03
per common share below the aver-
age charged during the ten years
1937-1946, On a similar ‘ basis
charges of Southern Pacific have
been reduced the equivalent of
$1.31 a share,

Charles E. Saltzman
Asst. Secy. of State

Charles E. Saltzman, Vice-
President of the New York Stock

Charles E. Saltzman

Exchange, was nominated by
President Truman on June 19th
for the post of an Assistant Secre-
tary of State. He will succeed
Maj. Gen. John H. Hildring, re~
tired, Assistant Secretary of State
in charge of affairs of occupied
areas, who is resigning for per-
sonal reasons effective Sept. 1.

Jos. R. Donaldson With
Kingshury & Alvis

JACKSON, MISS.—Joseph R.
Donaldson has become associated
with Kingsbury & Alvis, Lamar
Building, where he will handle
mutual investment funds.

Mr. Donaldson™ was previously
located in New York City.  *

Two With William Wal—t;'s

Special to THE FINANCIAL CHRONICLE

win H. Boyer and Laurence E.

William Walters Securities Co
3923 West Sixth Street. :

“Join Dean Witter Staff

(Speclal to THE FINANCIAL CHRONICLE)

R. Aragon and Richard E. Eckert,

lk Broad Street  New York 4, N.Y.
Telephone BOwling Green 9-6400

Teletype NY 1-1063

South Spring Street,

| done more to starve than to nour-

¢ I plant surveys last year we found

LOS ANGELES, CALIF,—Ed-

McBride are.now connected with

2 )

LOS ANGELES, CALIF.—Louis

FRO—pEoveusl i with cFirst . Caliv.
fornia Company, are now associ-
ated with Dean Witter & Co., 632

immediate concern of every priva
is becoming
more obvious
that the un-
derlying con-
cern of every
business is
not the sale of
its products,
not the sale of
the company
as a public in-
stitution, not
the sale of an
entire indus-
try, but the
sale of that
one great in-
stitution
which makes
all these others possible, that is,
“the American System.” This
unique American system has beén
rapidly dying from neglect.
America, for some years now, has
been living on the momentum of
her great past.

No less a person than Dr.
Conant, President of Harvard
University, recently gave broad
expression to this situation.
Speaking at the conference of the
New England Council last No-
vember, he said: “It.is my con-
tention that the social structure of
the American nation is unique; it
is something the world has never
seen before.” Then, observing
that he had found many well-ed-
ucated foreigners unable. to un-
derstand the unique structure of
the American system, he said:
“But do we understand it our-
selves? Do we realize how impor-
tant it is for our future'to nourish
those elements of strength in-our
chaotic - democracy ‘which, like
taproots, reach back into ‘our his-
tory?”  One would like to ask Dr.
Conant whether the great univer-
sities ‘in recent years have not

Henry C. Link

ish those taproots. é
In one of our communityfand

that many of the townspeople
were displeased with a certain
plant because of the smoke
nuisance. As a matter of fact, this
plant, within the past five years,
had spent enormous sums to re-
duce the soot content of its smoke
by over 70%. People were simply
not aware of this great improve-
ment. This survey finding illus-
trates the situation regarding free
enterprise and the American sys-
tem generally. People have be-
come more and more conscious of
its faults and less and less con-
scious of its merits.

Some people claim that the
Americans are already so com-
pletely sold on America that it is
foolish to speak of selling it to
them again. To be sure, they are
sold on her comforts, her pie a-la-
mode, her radios, automobiles; re-
frigerators, but they are not sold
on the principles, the taproots,
which make those comforts pos-

in her present wealth, her present
luxuries, but in the system which
produced them, It is not nearly so
important for Americans to know
that one in every:five has a tele-
phone, as compared with one in
every: 125 in 'Russia as to know
the reasons why.

Public Misconceptions
Today we find many  Americans
not only unconscious of the foun-

dations of the American system,
but even believing. certain things

* #An*address By Dr. Link before

o "L
- Reappraising
Vice-President, The Psychological Corporation, New York City

Dr. Link contends, though -our social structure is unique among nations, it is not understood evep by
ourselves. Points out public misconceptions of American opportunity and urges campaign of education
“to foster and improve American System. Asserts emotional appeals are needed in
muting ideas and advises industry to give more attention to ethics.

The profitable sale of services and products is, we know, the

sible. The real America lies not|-

the convention of the New York

Our American

By HENRY C. LINK, Ph.D*

——

Opportunity

technique of com.

te business. However, every day it

nation-wide surveys and those of

ther research organizations, have
-gevealed highly erroneous beliefs
in respect to wages and profits,
advertising, the advantages of
government control of business, of
government grade labeling, and in
College

Gen. Pop. Students Gen. Pop. Gen. Pop,
Oct.’45 Oct.’45 May'46 May 47

43% 63% 33% 34%
38 26 35 .36

19 1 32 30

When asked why they could
get more under government own-
ership, the two principal reasons
given were ‘‘government owner-
ship would eliminate profits,” and
“would eliminate unnecessary ad-
vertising.” In short, many mil-
lions of Americans believe that
Socialism or State Capitalism
would be more efficient than the
American system of private cap-
italism.

Where do people get: these be-
liefs and how can they be dealt
with? One of the popular answers
in recent years has been that they
grow out of the failures of free
enterprise and can be dealt with
only by improving: that system.
As one writer put it, quite typi-
cally, “If we are afraid of Com-
munism in this country, let us
work to make our own - system
better. Then standards of honest
comparison will leave little doubt
as to the relative merits of each.”

Improve American System

What have we been doing for
300 years, if not improvingthat
system? While still not perfect,
there is today little.or no com-
parison between the - American.
system of private;capitaligm and
any socialist‘or communist system
in the, world:"As Dr, Conapt said,
the Ameriéan system"id*tinique.
Never in all history have the
great masses of a nation achieved
s0 high a level of economic equal-
ity and freedom. As compared
with the common man in Europe,
Russia, China and in fact most of
the world, the common man in
America, even the man on un-
employment relief, is a bloated
plutocrat. Therefore, to say that
the best or the only way to stop
Communism or Socialism is to im-
prove our present system is not
only naive, it is sheer nonsense.
The one point at which Socialism
and Communism has excelled
Americanism, with all its faults, is
in 1t§ promises, its propaganda,
its missionary zeal, its education.
We Americans have practically
stopped indoctrinating the youth
of .America in those principles
whgch made America unique,
which Dr. Conant referred to in
such nostalgic fashion.

No,'it is not in the economic or
material realm that American cap-
italism has- failed—even includ-
ing its depressions—but in the
realm of ideas, in the educational
realm.- It- has almost completely
failed to develop its own ideology
It-has distributed wealth, but not
the principles and morals which
made that wealth possible. It has
educated people in slogans about
its products, such as “ask the man
who owns ‘one,” “When- better
cars are built, Buick will build
them,” but it has not educated the
public in the moral significance
of such slogans. The thousands of
brands and trademarks of Amer-
1can business are the very prom-

State Bankers Association, Que-
bec, Que., Canada, June 17, 1947,

ises men live by, promises far
more reliable thar; those in the

which are definitely untrue. Our

gg:gfe?reas. To give but one €X~
Last year we aske

tion of 5,000 people %hzilscé?xsess.tsiz%—-

“If the government owned anci

managed industries, would you

get more or less for your money

than you do now?” The results

were:

Said they would get as much or
more under govt. ownership,
Said they would get less under
government ownership,

Were uncertain,

fields of politics, government, or
international "relations. Its sur-
plus wealth supports. the largest,
I',w111 not say the greatest, educa-l
tional system' in history, but its
lack of an -adequate ideology en- -
courages. that system to turn out
more and more Socialists who
would destroy the very system
which made their education pos-
sible.. That is one reason why I
have described the American ed-
ucqtipnal system in some of my
writings as “the most elaborate
plan ever conceived for obscur-
ing and even denying the ele-
mentary facts of life.” But let us -
not blame the educators, let us
blame ourselves, because while
we have supported education with
our dollars, we have neglected to
guide it without- principles.

A Basic Educational Campaign

Within the past year there have
been the first important develop-
ments of concerted activity to
educate  Americans by direct
methods. The United States
Qhamber of Commerce, the Asso-
ciation of National Advertisers,
and the American Association of
Advertising Agencies, through
Joint committee, have developed 2
basic outline forian educational

‘campaign through 'national adver-
‘tising and also - through local ac-
‘tivities. “The Chamber of Com-

merce launched its part of the
program at the national session in
Washington in‘ April, under the
excellent slogan “American Op-
portunity.” The outline of this
program is available through lo-
cal Chambers and the Washington
office, It is primarily a program
for local application to which the
banks could contribute enor-
mously—not in money but in co-
operation,

The greatest problem is ot
whether or not ‘such education
should be undertaken,; but how to
do it, Therefore, it is my purposé
here ‘to ‘concentrate on a few
practical - suggestions, or “dos
and “don’t’s” in connection vyxth-
this' program. These suggestions
grow out of a series of studies W€
have been' making sirce 1945 i
what we call the “Techniques of
Communicating Ideas,”'as. con-
trasted with products. As_You
know, some of the nation’s lead-
ing' companies “have been con-
ducting large educational and ad-
vertising campaigns in'defense o
free enterprise. - Our -studies o
“Communicating Ideas”: include
many tests with national and, lo-
cal advertising ‘campaigns, tests
of articles in plant or employe®
magazines, tests of financial state-
ments or advertisements, and testS
of pamphlets and booklets.
shall not burden you here: With
the details of these tests excepﬂt ?0
say they were tests of three main
points: (1) Was the material 1°
teresting enough to be read’, 2)
If read, was it understood, %

(Continued on page 32) -
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British Realclions to Marshall Offer||

By PAUL EINZIG

Pointing out ,widesprea_d approval in Britain of the Marshall plan
to aid Europe, Dr. Einzig holds it will ease the burden of sterling
convertibility since it will mean end of dollar shortage on European

contirent,

Mr. Marshall’s Harvard speech
able reception
for assistance

had an almost unanimously favor-

in Britain, The only quarters in which the proposal

to Europe has
been viewed
with suspicion
and hostility
- are those of
the Commu-
nists and their
sympathizers
among Left-
wing Social-
ists. Apart
from them
the scheme
has been wel-
comed with
enthusiasm, It
is  considered
an almost
ideal solution of the problem with
which Britain will find itself con-
fronted when the proceeds of the
American loan are exhausted.

For one thing, paradoxical as it
may sound, in London it is be-
lieved that a plan providing aid
for the whole of Europe stands a
much better chance of being
passed by Congress than a smaller
second loan to Britain, This be-
lief is based on the assumption
that all the many millions of
Americans of continental origin
whose ‘countries. stand to benefit
by the scheme would support it,
and their combined weight should
80 a long way towards influencing
Congressional opinion. - Another
consideration - is that, .if any
“strings” are- attached to the
scheme it is as well if they apply
to a number of countries instead
of to Britain alone. One of the
reasons why the convertibilty of
sterling undertaken in the Loan
Agreement of Dec, 6, 1945, is con-
sidered a burdensome liability is
that. it does not apply to other
countries which, under the Bret-
ton Woods Agreement, are at lib-
erty to postpone convertibility for
five years,

Moreover, in any case the easing
of the European dollar position
would tend to lessen the burden of
the . convertibility. of sterling...As
continental countries will not be

Dr. Paul Einzig

less inducement for them: to make
full use of their right to convert
their sterling balances. In any
case, Britain’s own dollar position
will become much easier as a re-
sult of the assistance received
through the Marshall scheme, and
she will be in a better position to
face the liabilities arising from
the convertibility of sterling.
One of the welcome results of
Mr. Marshall’s speech will be the
postponement of the Government’s
decision on the proposals for very
drastic cuts in the allocation of
dollars for imports. A section of
the Government, headed by the
Minister of Food, has been all
along strongly against the cuts,
but their view was likely to have
been overruled by the Chancellor
of the Exchequer who is gravely
berturbed by the pace at which
the proceeds of the loan have to
drawn upon. His argument is
believed to be that unless the
Government accepted his cuts now
1t will be necessary to accept much
more drastic cuts next year when
the dollar resources have come to
an end,: The announcement of the
scheme to aid Europe does not in
-itself ‘rule out the necessity for
£gconomy. ' There is a long way
.from | the announcement to the
-conclysion’ of an agreement, -and
an even longer way to the ratifi-
«cation of the agreement. Mean-
Wwhile ‘the British dollar resources
might easily ‘come to an end if

they are used at the present rate. |

In any case, it is believed that
o drastic curtailment of British pur-

chases in America.would. consti-
© - - tute a powerful argument-in-favor:

&}

of the speedy ratification of the
agreement. Nevertheless, the cuts
may not now be so drastic as they
were intended to be, and posibly
the Government may postpone
their application,

From an internal British politi-
cal point of view the Marshall
scheme comes as a great relief to
the Government. For there would
have been strong opposition to a
second British loan from the
United States, not only by Con-
servatives but also by a large
number of Socialists. Resistance
would have been even stronger
than it was against the first loan.
Apart from other reasons, it would
have more time to be organized;
the reason why the first loan was
passed comparatively easily was
that the "Government rushed it
through Parliament in a few days,
before its opponents had time to
work up a campaign against it.
Moreover, many of the adverse
effects foretold by  opponents of
the first loan have in the mean-
time materialized, and the pres-
tige of the opponents has risen in
consequence. )

As the new scheme appeals to
the imagination of the public and
is very popular, even those who
are against a second loan are re-
luctant to come out against it in
public. They also feel that Britain
could not keep aloof from a Euro-
pean reconstruction plan. There
is bound to be, however, a small
but very vocal opposition if, for
no. matter what reason, Soviet
Russia should remain outside the
scheme, That opposition would be
easily overruled by the weight of
Mr. Bevin’s authority, His foreign
policy has just been endorsed by
the overwhelming majority of the
Labor Party, and he will find it
easy to secure an overwhelming
majority for the Marshall plan.

National Gity Bank

Group Offering

so, short. of dollars, there will be |

Connecticut Bonds

The National City Bank of New
York and associates on Tuesday
won the award of $50,000,000
State of Connecticut 1% % Vet-
erans Bonds, due July 15, 1948-
1957 and $2,200,000 of that State’s
1% % University Bonds, due July
15, 1948-1967. The group re-of-
fered the Veterans Bonds at
prices scaled from 0.55% to 1.10%,
according to maturity, and the
University Bonds at prices rang-
ing from 0.55% to a dollar price
of 99%. The Bonds met strong
investment demand at retail, ac-
cording to the underwriters.

The group was awarded the
Veterans Bonds on a bid of
100.4399 or a net interest cost of
1.0450% and the University Bonds
on a bid of 100.315 or a net in-
terest cost of 1.22%.

Associated with The National
City Bank of New York in the
offering - were ‘Halsey, Stuart &
Co. Inc.; Harris Trust and Savings
Bank; Bank of America N. T. &
S. A.; Stone & Webster Securities
Corp.; Blair & Co., Inc.; Phelps,
Fenn & Co.; Hallgarten & Co.,
Hornblower & Weeks; First of
Michigan Corporation; Adams,

McEntee & Co., Inc.; C, F. Childs
and Company, Incorporated; Wee-

den & Co., Inc.; Dick & Merle-.

Smith; - Roosevelt & -Cross, Inc;
Reynolds & Co.; Darby & "Co.;

Otis' & Co. (Incorporated) Robert g

Winthrop & Co.; Lincoln R, Young

& .Company; -and - F. S. Smithers
T o S

£ et e v BB

“coMING
. EVENTS

In Investment Field

June 27, 1947 (Westfield, N, J.)
Bond Club of New Jersey
Spring Field Day at the Echo

Lake Country Club, Westfield,
New Jersey.

July 1, 1947 (Mamaroneck, N, Y.)

New York Stock Exchange 48th
Annual Golf Tournament at the
Winged Foot Golf Club.

July 10, 1947 (Boston, Mass.)
Boston Securities Traders Asso-

ciation annual outing at the Wood-

land Golf Club, Newton, Mass.

July 11, 1947 (Philadelphia, Pa.)
Investment Traders Association
of Philadelphia Silver Jubilee and

25th summer outing at Llanerch
Country Club, Havertown, Pa,

July 22, 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
21 at the Savoyard Club, Detroit.
Aug, 10-14, 1947 (Boston, Mass.)
National Security Traders Asso-
ciation annual convention.

Sept. 20, 1947 (Chicago, Il1.)

Municipal Bond Club of Chi-
cago Outing.

Nov. 30-Dec. 5, 1947 (Hollywood,
Fla.)
Investment Bankers Association
Annual Convention at the Holly-
wood Beach Hotel.

Gordon Buckhout With
Paine, Wehher Go.

Special to THE FINANCIAL CHRONICLE

LOS ANGELES, CALIF.—Gor-
don E, Buckhout has become
associated- with Paine, Webber,
Jackson & Curtis, 626 South
Spring Street, Mr, Buckhout was
formerly Vice-President of Liv-
ingstone & Co, and was with
Cruttenden & Co. in Los Angeles.

before 1949,

The Better Vision Institute, In
20 heard Dr. Julius Hirsch, consul
which will in-®

Can the Administration Control a
Recession Before 1948 Election?

Dr. Jqlius l“lirsch predicts mil recession beginning next F all, marked
by stagnation in soft goods. However, expects no serious break

c., at a luncheon meeting on June
ting economist, explain ‘the forces

TR

fluence the
business out-
look:  and pur-
chasing power
for the rest of
the year and
during the
1948 election
year,

“We have
undoubtedly
reached a
peak in pro-
duction and
sales volume,
and employ-
ment is higher
than ever be-
fore in American history,” Dr.
Hirsch said, “The President is
probably right when he says that
no imminent recession is visible,
Owing to wage increases, expan-
sion of instalment sales and our
extremely high exports, our mass
purchasing power is still growing
However, it will very probably
stop growing a few weeks after
Labor Day, because then unem-
ployment will increase by the re-
lease of two million or more ag-
ricultural workers, the rent in-
crease that seems inevitable will
diminish mass purchasing power,
and the reduction in food prices
that we hoped for has become
doubtful because of bad weather
for the all-important corn crop.”

%

Julius Hirsch

Soft Goods Recession
Dr. Hirsch assumes that first, in
the Fall of 1947, because of these
factors there will be a period of
stagnation which will be felt not
in hard goods but in the soft goods

industries, . This, he thinks, will
mark the beginning of a tendency

towards a mild recession during
the winter, )

He is convinced that then the’
administration will do all in its:
power to sfon or even to reverse’
a downward trend before and dur=
ing the election campaign of 1948.
It will certainly try to bolster
mass purchas'ng power by per=
mitting instalment sales to ex=
pand, enacting the now vetoed tax’
cut, encouraging residential con-~
struction and perhavs: even in-
augurating some public works.

Exports to Drop

However, he thinks it improb-
able that exports can continue
next year at the unparalleled rate
of $18 billion which they are
reaching this year, Dr, Hirsch em~
phasizes that the load which our
economy can bear for government’
expenses and unpaid exports
should not substantially exceed
25% of national income; since
Bernard Baruch as well as former
President Hoover has endorsed

this viewpoint, any administration
will find it difficult to continue
at the present rate, although it
will certainly do as much as pos=
sible to stem a downward trend.

As the outcome of this struggle
is not beyond doubt, there may
be oscillations during the year.
Dr, Hirsch thinks that the outlook
for 1949 might not be as favorable
as that for 1948 and its experience,
but that no very serious break
need be expected before Election
Day, 1948, After that the picture
might look somewhat different;
the open recession that follows
may not be sudden or very deep,
but it will probably be of longer
duration than most observers now
are inclined to think,

Dated May 1, 1947
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MTLtlLtll Funds

By HENRY HUNT

Jesse Jones Sees No Depression

Vance, Sanders’ “Brevits” quotes Mr, Jesse H. J.oneé, fornier \
Chairman of the RFC, who recently spoke on the business outlook [

as follows:

“I see no possibility of a de-

pression in the near future.. ..

“While there is considerable

talk nowadays about a recession
in business, I do not believe we
can talk ourselves into a depres-
sion. . . .
"~ “There is urgent necessity of
construction work of every char-
acter, public and private, through-
out the country. There is a short-
age in homes to live in, and
homes for business. There is
probably not a city, town, or vil-
lage in the entire country which
is not far behind in essential im-
provements, that have been ne-
glected during the war period.

“Most public utilities have im-
provement or expansion pro-
grams,

“Railroads, highway construc-
tion, public schools, hospitals and
civic improvements generally are
far behind.

“Industry is having to replace
outmoded and inefficient build-

PETROLEUM
SHARES

GROUP SECURITIES, INC,

A PROSPECTUS ON REQUEST
from your investment dealer or
Distributors Group, Incorporated
63 Wali Street, New York 5, N. Y.

. Prospectis- upon request from
your'investment dealer, or from

NATIONAL SECURITIES &
RESEARCH CORPORATION
120 BROADWAY, NEW YORK 5, N. Y.

| CuStod[ian
Funds

Prasprcrus may Le obtat‘ncd
Srom your local investment dealer or

Tlle Keystone Cﬂmpany
o of Boston
50 Congress Street, Boston 9, Mass,

%

¥ [ totaled only -$3,800,000,000,

tial scale. ! )

“Altogether, there is so very
much to be done, which necessar-
ily has been neglected for the
past half dozen years, that busi-
ness should be good for quite
some time.” e

1947 Earnings
$15,000,090,000 (?)

The following excerpt was
culled from an article by Hareld
B. Dorsey in the current issues of
“The Exchange,” official organ of
the New York Stock Exchange:
“Net corporation profits last year
totaled $12,000,000,000 .and cur-
rently are stimated to be running
at an annval rate of around $15,-
000,000,000, in contrast with $1,-
700,000,000 in the depression year
of 1938. It will be recalled that
the 1938 depression low for the
Dow-Jones Industrial * Average
was about 98. In 1936, the low
point for the average was about
142, and net corporation profits
it
would take a recession far greater
than anything suggested by most
economists to - bring corporate
i profits down to a point anywhere
inear the 1936 level—to say noth-
ling of the:1938 figure.”

‘ Hﬁgh W, Long

Launches New Type Fund

Hugh W. Long & Co. Inc: an-
nounced last week the initial of-
fering of 500,000 shares of Pacific
Coast Investment Fund at $11.89
a share. The fund is the first
ever set up for investment of
assets in a specified region, The
prospectus states that assets may

be invested only 1n securities of
companies with principal offices
on the Pacific Coast, or doing
business mainly there. The fund
is one of the series of New York
Stocks, Inc.

We'll bet that Ernie Lewis was
the father of this fund. It’s a
novel idea. Good luck, Hugh!

Notes: '
Distributors Group points out
that during the past 10 years, the
bonds underlying Railroad Bond
Shares have reduced their funded
debt by 27%, and annual interest
charges by 32%. During the same
period, net working capital in-

ings and equipment on a substan- |

',Wh_ét Can Capital Goods Industries Do "Po:

~ Economic Stability

By GEORGE TERBORGH*

4

Research Director, Machinery and Allied Products Institute

Mr.. Terborgh declares they must stabilize their own capital expenditures, but much more is needed.
Hence he advocates governmental compensatory fiscal measures which he appraises as both inevitable
and desirable, even though they ‘will be used haltingly and badly. Warns monetary management musg
be supplemented by sound economic policies elsewhere, and that mere stabilization must not be the

primary aim.

I propose to consider three questions: (1) What can the- capital goods industries
themselves do to further economic stability?_ (2) What can

(3) What can

The most

government do? !

@

their customer industries do?

obvious and
direct contri-
bution these
industries can
make is to
stabilize,
S0 far as pos- -
sible, their
capital
expendi-
tures. It must
acknowl-
edge, how-
ever, that
evea if this

s ta bilization
were complete
—which it
never can be—it would affect thé
economy only very slightly.

If we take the broadest defi-
nition of the capital goods indus-
tries, including not only the man-
ufacturers of industrial equip-
ment, with which we are most
directly concerned,. but also the
producers of the ‘raw materials
that enter into such equipment,
together with the construction in-
dustry and the producers of con-
struction materiais, the entire area

George Terborgh

| accounts for only 5 to 10% of the|

total private.investment in capital

*An address by Mr. Terborgh
before Machinery -and. Allied
Products Institute, June 19, 1947,

creaéed 767% and cash reserves
372%. . L

Net assets of Investors Mutual
sponsored by Investors Syndicate
of Minnesota totaled $98,727,000
on June 6 with shareholders ex-
ceeding 52,000.

The SEC reports that during
the first quarter of 1947, sales of
shares in 63 mutual funds exceed-
ed repurchases.by $31,815,000 as
compared with a gain of $25,769,-
(1)826 during the last quarter of

Hugh W. Long has issued as at-
tractive sales folder containing
literature on the 23 Series com-
prising New York Stocks, Inc.

_The Keystone Co. of Boston
discusses Formula: Plan versus
“Buy and Hold” Investing,

New Issne

NEW YORK CHICAGO

500,000 Shares

Pacific Coast Investment Fund
(A Series of New York Stocks, Inc.)

Initial Offering Price $11.89

Subsequent prices as described in the prospectus

A prospectus may be obtained from your local
investment dealer or from '

-HuGH W. LONG anp COMPANY
INCORPORATED
SAN FRANCISCO

This advertisement is not an offering of the above named Jb}zre:,l};e offering &eingimﬂde
only by the prospectus and only in those states in which the shares are qualified for sale.

LOS ANGELES

'goods (including housing). The
overwhelming bulk of such in-
vestment is aoae by the customers
‘of the capital goods industries,
hence it is to them that we must
look if self-stabilization is to be
‘effective. This is not to disparage
the direct contribution the capital
goods industries can make; on the
contrary, it would be a splendid
thing if they could set a bet.er
‘example to their customers than
ithey now do. *The fact remains,
however, that this contribut.ion
must be at best a modest one.

i For this .reason, it is evident
that the major contribution of our
(industries ‘to the stabilization of
investment must be indirect. They
rcan enlighten themselves, their
- customer industries, the govern-
ment, and the public at large, as to
‘policies and conditions favorable
(to the health of private iavest-
iment activity and to its stabiliza-
i tion at a high level. This great
‘educational task they have already
undertaken through the Institute
ard -will no doubt continue
'achieving in this. way an "indirect
| influence out of all proportion to
their direct importance in capital
formaticn.

What Can the Customer
Industries Do? .

Since it is the customers of the
capital goods industries that make
most of the investment, we must
next inquire about the possi-
bilily of economie stabilization
through voluntary self-stabiliza-
tion by these customers. To what
extent can they regularize their
own capital expenditures?

The aaswer must depend largely
cn the character of the industry
concerned. .Some industries are
comparat.vely' well adapted to
self-stabilization. ~They have a
large mass of seasoned assets, per-
mitting an orderly- scheduling .of
replacements, They have a rela-
tively constant product demand
and a fairly stable technology.
Electric  power, telephones and
some other utilities obviously fall
in this category. Save for the
instability of the demand for their
product, railroads . qualify also.
Some manufacturing lines are eli-
gible.

Such industries provide, how-
ever, only a minor fraction of pri-
vate capital formation. We need
only recall that in normal times
more than one-half of all durable
capital formation .consists of the
erection of buildings, the own-
ership of which is so widely dis-
persed that a smooth scheduling
of cons'ruction year after year is
cut of the question.  Many of the
investors in these buildings own
but a single unit and make a pur-
chase only once in several years.
We may recall also that large
areas -of manufacturing have a
rapidly changng and unstable
techrology closely, geared to
changes_ in the produet, affording
but limited pessibility of purchas-
ing ahead of current needs ia
slack periods. Finally, we must
remember that as a rule it is re-
 placement demand alone that ad-
mits of stabilization, and that ex-
pansion . demand, which i3 in-
evitably fickle and irregular, ac-
counts for a sizable portion of pri-
vate investment,

Certainly. we should do every-

thing in our power to make indus-.
try conscious of the desirability,
of regularizing its cap.tal outlays,
both from the standpoint of the
public intercst and of its own self-
interest. On the whole, however,
I am afraid we must conclude
that even with the best of effort

the possibilities of self-stabiliza-

tion are too limited to afford more
than - a partial and inadequate
solution of- the problem of eco-
nomic stabilization generally, If
this is correct, aad if we. accept
the . fundamental premise that.
major business depressions must
be  avoided hereafter, we are
thrown back on the possibilities
of governmental action, to which
Inow turn, :

What Can the Government Do?

When we enter this field, we
are in an area so vast it is neces-
sary to-impose rigorous limitations
on the discussion. - Suffice it to

. say. that there are in my opinion,

three major avenues of Federal
action for stabilization: the control
of money and credit, the adminis=
tration of the public debt; and fis-
cal policy. These are by no
means unrclated; indeed,.a com-
plete discussion of any of them

. would require consideration of all.

This morn.ng, however, I shall
have to restrict myself to what I
believé to be by all odds the most
important, fiscal policy. Let me
devote the remainder of my re-
marks, therefore, to a briet con-~
sideration of this subject.

When we had a Federal budget
of a billion dollars a year, as we
did before World War I, or three
or four billions a year, as in the
Twenties, or even six or eight, as
in,the late Thirties, we were deal-
ing with a relatively minor ele-
ment in the national economy. But
when we have a budget of $30,~
000,000,000 or better, as we have
today, and.as we shall probably
have for the indefinite future, we
are dealing with something very
large: In this colossal flow of Fed-
eral revenue and expenditure we
have a potential engine of tre-
mendous importance in economic
control, so formidable, that many
are in favor of employing it de-
liberately and consciously as 2
business stabilizing or regulariz-
ing device.

The theory is very simple. If
the private economy is not spend=
ing enough money, let the govern-
ment spend more than it collects
from the private economy. On the
contrary, if the private sector 1s
overexpensive and shows symp-
tons of an unhealthy boom, let
the goverament go. into reverse by
collecting more taxes than it pays
out in expenditure. In that way,
as a theoret.cal proposition, ‘it 1§
possible to exercise a more or less
continuously compensatory action
and to have a balance-wheel ef=
fect on the entire economy:

Before the war the edvocates of
compensatory fiscal policy,;were
inclined to emphasize .variafions
in the spending side of the Federal
budget. The experiences of the
late Thirties proved very dis-
illusioning, however. The at-
tempt to get large and rapid in-
creases in Federal spending for
public. works was so. unsuccessful
that, as you recall, we resorted to

(Continued e¢n page 34)
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“"There's Not Too Much Money!”

Leonard Marx writes “Chronicle” he agrees with Dr. Harold R
Bo_wen that money supply is not excessive and is not cause of high
prices. Says increased investment pulls rate of savings with it, and
blames artificial low interest rate for present unnataral increase in

deposits and currency.

Editor, Commercial and Financial Chronicle:
‘ Dr. Harold R. Bowen’s article in the May 1, 1947, issue of the
“Commercial and Financial Chronicle” not only pricks the popu-

larly held?

misconception
that there is
currently a
large excess of
money. and
credit, but as
is often the
case with ba-
sic treatments,
pr. Bowen’s
discussion
touches upon
the role of the
credit system
in the econ-
omy and drags
into the ring
the whole kit
and kaboodle. This makes your
invitation to comment upon Dr.
Bowen’s thesis too intriguing to
be passed by. Dr. Bowen’s dem-
onstration that there is a secular
increase in the relationship of de-
‘posits and currency to national
income 1is incontrovertible. This
is not true, however, with respect
to the rate of this increase. A 1%
trend line (his Chart No. 3) would
probably fit the facts prior to 1940
with as little deviation as the
134 % 1line that Dr. Bowen' uses
and .in  doing so, the new trend
line would establish some margin
of excess money and deposits at
this time. This, however, does not,
as indicated above, affect the gen-
erality of his conclusion. 'Like-
wise, ‘there is no room for argu-
ment with Mr. Bowen’s thesis that
an -abnormally large supply of
money and credit does not neces-
sarily involve an inerease in prices
despite the opinion of many who
feel that the quantity theory of
money requires such a conclusion.
However, in his reference to the
quantity - theory of money, Dr.
Bowen is somewhat off the beam.
He attributes to the quantity the-
ory of money/ an omniscience
which it does not possess in which
error he follows in the footsteps
of several of his contemporaries:
The quantity theory of money,-as
the late Lord Keynes pointed out
over 25 years ago, is merely a
truism to the ‘effect that the price
per unit of goods represents the
units produced divided by the
money “available” for their pur-
chase. In the ccnsideration of
consumer goods, the bulk of avail-
able funds comes from the current
payments for production of goods
and services and increases in con-
sumer credit, and the presence or
absence of bank deposits or money
usually fails to augment “avail-
able” money to any market degree.
The place where bank deposits and
currency do fit in this picture is
that a changing psychology may
cause the buyers to alter their
;‘cash” position, increasing it at the
expense of expenditures for goods
and - services or vice versa. In
short, the quantity ‘of deposits and
currency is irrelevant to-the price
level, ie. “inflation -or .deflation,
So long . as" the public ‘does not
think that its deposits and cur-
rency are too high or too low. And
as-Dr. Bowen so aptly states, the
fact. that .the public did accumu-
late the money instead of buying
government bonds with it  or
spending it shows that ‘it is not
burning a hole in its pockets. The
reason for the tendency of depos-
its and currency to increase rela-
tive to the national income is im-
material. But in presenting this
view, Dr. Bowen leaves us ‘with
_tl_)e impression that credit expan-
sion i§ merely the result of indi-
Viduals or businesses requiring or
thinking that they require larger
deposits and pocket money. ‘This
concept is not quite correct. With
the rate of production of.capital

Leonard Marx

goods expanding, this rate at any
given moment is ereater than the
rate of savings. The industrialist
must borrow the money from the
bank first to spend it for his new
plant and then-arrange the per-
manent. financing after he has
spent the money and it has been
converted to additional savings.
The government ‘increasing ‘its
rate of war expenditures exceeded
the existing rate of savings to the
extent of this increase in its rate
of expenditures and the only place
where the money could come from
was new bank credit, but—and
this is critical to the point—the
increased rate.of expenditures
augmented the national income by
an equivalent amount and estab-
lished the need for working capi-
tal in the form of depesits and
pocket money in almost an equiv-
alent amount. Because of this,
new available savings are not cre-
ated, The savings which are cre-
ated are needed as additicnal
working capital. To be sure, the
new rate of savings now becomes
equal to the new rate of invest-
ment but if the rate of investment
is again increased, additional bank
loans are required.

What if these bank loans are
not forthcoming? What if the
banks’ capital position does not
permit as free an expansion - of
credit as required? Interest rates
tend to rise, tend to deter capital
goods expenditure on the one hand
and encourage inereased  savings
on the other. This tends towards

tend to drop, consumers save less,
more consumer goods are pro-
duced relative to capital goods
than heretofore, and a larger pro-
portion of the labor force is em-
ployed in the production of con-
sumer goods. In order to clarify
this thought, let us carry it to its
absurd extreme. What if there
were ho bank loans and bank de-
posits, and the banks merely were
a depositary for currency against
which checks were drawn? Under
those conditions when the rate of
capital goods expenditure tended
to exceed the rate of savings,
there would be competiticn for
savings' among prospective bor-
rowers which would drive interest
rates up and check the expansion
of capital goods production.
Viewed in this light, we observe
that bank credit, while permitting
the rate of capital goods produc-
tion to expand freely, is, at the
same time, an important cause’ of
the wide fluctuations. of our
cycles. ‘It accentuates. the booms
and the depressions, We observe
that the elastic credit system
emasculates the interest rate as
a governing factor in the relation-
ship between savings and invest-

investment {0 grow apace pulling
the rate of savings along with it.
The brake has been removed from

they will grow until the: demand
for capital goods relative to con-
sumer goods is satiated. ¢

volatility of our economy, to mini-
mize the fluctuation in our cycles,
one of the things we will have to
take into cognizance is the'opera-
tion. of our credit system. Cer-
tainly we cannot continue to push
the pendulum up as we do in ex-
panding credit and then stop it

the mechanism which operates our
capitalist economic system. The
are of the swing can be shortened
by removing the accordian pleats
Fof our banking system. Not that

an excess of savings over. capital |
goods expenditure, interest: rates |

ment and thus permits the rate of |,

capital goods expenditures and|

Thus, if we seek to reduce the|

before it swings back in its com-| }
pensatory course without breaking |-

this would be an unmixed bless-
ing.. The rigors of uniemployment
on one hand are compensated for
to a greater or lesser degree by
the capital goods produced during
the booms which we would not
otherwise have.

Dr, Bowen’s article provokes
cne further thought, While it is
true that during the war and dur-
ing any period when capital goods
expenditure is growing, the initia-
tive for increasing deposits and
for expanding credit does not lie
with the banking system, thig is
not always the case." We are now
moving into an era which had its
counterpart in the early ’twenties
following the First World War
where the banking system con-
sciously created . credit through
monetization of the public debt.
In an effort to maintain the mar-
ket for government bonds in the
face of investment in excess of
savings, the Federal Reserve Bank
established a rediscount rate suf-
ficiently low so that it paid the
banks to acquire government debt
issued during the First World
War. This process resulted in a
vositive increase in'deposits and
currency relative to the national
income and, in turn, a positive
increase of the national income
by reason of the expenditure of
these funds on the part of those
who received them, This consid-
eration brings us face to face
again with the basic problem con-
fronting our credit managers.
They" will, after the recession
which we are now entering has
run its course, be between the
devil and the deep blue sea, If
they fail to support low interest
rates to encourage monetization
of the debt, the interest charges
of government will tend to rise.
if they do so, they will bring
about an unnatural increase in de-
posits- and ecurrency which will
bloat:‘'our economy and leave it
in.the unhappy position in which
we found ourselves in 1929,

LEONARD MARX
Marx Realty & Im-
: provement Co., Inc.
June 20, 1947
20 West 43rad St.
New York 18, N. Y,

" Louis J. Burns Opens

Louis J. Burns has opened of-
fices at 111 Broadway, New York
City, to ‘engage in the securities
business. Mr. Burns was formerly
with Hunter & Co. and prior
thereto was with J, F. Reilly &
Co.

‘Peru Offers fo Resume Service on Doliar Bonds

Dr. Jose Barreda Moller, Special Delegate of the Ministry of
Finance of the Republic of Peru, today (June 26) announced that
his government was publishing an offer for the resumption of service
on dollar bonds of the following loans:

Republic of Peru secured 7%
sinking fund gold bonds, 1927,
dated March 1, 1927, due Sept. 1,
11959,

Peruvian National Loan, 6%
external sinking fund gold bonds,
first series, dated Dec. 1, 1927, due
Dec. 1, 1960.

Peruvian National Loan, 6%
external sinking fund gold bonds,
second series, dated Oct. 1, 1928,
due Oct. 1, 1961,

Province of Callao, Peru, guar-
anteed and secured sinking fund
7% % gold bonds, dated Jan. 1,
1927, due Jan. 1, 1944,

Under the offer, holders of the
outstanding bonds will be entitled
to exchange them for an equal
principal amount of new bonds
maturing in 1997 to bear interest
as follows: 1947 and 1948, 1%;
1949 and 1950, 1% %; 1951 and
1952, 2%; 1953 and thereafter,
21%%. A cumulative sinking fund
will be provided for the new
bonds in the amount of $382,307
per annum during the period that
the offer is open for acceptance
and thereafter in an amount equal
to %% per annum of the aggre-
gate principal amount of the new
bonds issued under the offer.

* Dr. Barreda has been in New
York since March conducting ne-
gotiations with the Foreign Bond-
holders’ Protective Council, Inc.,
with respect to the proposed offer
but it has not been possible to
reach agreement upon the terms
of the offer. Authority for the
offer is contained in Law No,
10832 of March 14, 1947 which was
passed by the Peruvian Congress
and signed by President Busta-
mente after long and careful con-
sideration on the part of the Pe-
ruvian Administration and Con-
gress of the problem presented by
its foreign debt. The terms for

the readjustment of the debt were
prescribed by Law No. 10832 and
constitute what in the opinion of
the Peruvian Administration and
Congress is the maximum that
Peru is able to pay on its foreign
debt in the light of the amount of
the debt, its foreign exchange re-
sources and its estimated future
foreign exchange income and re-
quirements. It is the belief of the
Peruvian Administration and Con-
gress that in the light of these

O

considerations, the present. offer
compares favorably with readjust-
ment offers which have been made
by other countries. Detailed in-
formation in support of this posi=
tion was presented by Dr. Barreda -
to the Foreign Bondholders’ Pro-
tective Council, Inc.

When it was learned that it had
not been possible to reach agree-
ment with the Council, the Pe=
ruvian government was faced with
a decision as to whether or not to
proceed with the offer. The deci-
sion to proceed with the publica-
tion of the offer and the exchange
of bonds thereunder was made in
the belief that any further delay
in resuming service on Peru’s ex-
ternal debt would not be to the
advantage either of the bond=
holders or of the Republic of
Peru.

Business
Man’s

Bookshelf .

American Oil Operations Abroad
—Leonard M. Fanning—McGraw
Hill Book Co., Inc., 330 West 42nd
Street, New York 18, N. Y.—
cloth—$5.00.

Regulations Relating to Foreign
Funds Control in the United
States — Bank for International
Settlements, Basle Switzerland—
paper—oprice, 12 Swiss francs,

With Minot, Kendall
Special to THE FINANCIAL CHRONICLE
BOSTON, MASS.—Dorothy B.
Pollard has been added to the
staff of Minot, Kendall & Co,, Inc.,
15 Congress Street,

With Mannheimer-Egan

. Special to THE FINANCIAL CHRONICLE

ST. PAUL, MINN.—Vernon H.
Wollan has become connected
with Mannheimer-Egan, Inc., First
National Bank Building,

New Issue

Copies of the prospectus may be oblained
(the underwriters named in the prospectus)
these securilies under applicable securities laws.

Dillon, Read & Co. Inc. Dean Witter & Co.

Thisannouncement is not an offer of securilies for sale or a solicilalion of an offer to buy securtlies.

©$5,000,000
The Hawaiian Electric Company, Limited

(a Hawaiian Corporation)

First Mortgage Bonds, Series F, 3%

Due May 1, 1977

Price 103%

plus accrued interest from May 1, 1947

from whichever of the undersigned
may legally offer

Junc 26, 1947

H
t

Witized for FRASER
p://fraser.stlouisfed.org/
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Canadian

Securities

By WILLIAM J. McKAY

Despite the vociferous advocacy of the internatior_xal gold blocs
of a higher world price for the yellow metal, the official attitude pf
the International Monetary Fund and of high-ranking experts in
Washington and Ottawa remains. entirely .unimpressed.

According to the viewpoint of Ottawa the increased volume of
U. S. dollars thus created would be inadequate to meet the world’s

actual needs, the price-boost
" would have to be considerable,
and it would accrue in large part
to the kenefit of countries which
do not require sich aid. Further-
more the inevitable inflationary
strain on the U. S. economy would
be reflected in Canada, and conse-
quently this artificial relief to the
dollar starved countries of Europe
would be offset in large degree by
the higher price-level of U, S. and:
Canadian goods. ’

The recent statement of the
managing director of the Interna-
tional Fund zlso confirms the in-
tention of the world’s monetary
authorities to do everything in
their power to maintain the pres-
ent price of gold. Efforts will be
directed towards the elimination

of the various black markets in]

gold the existence of which has
done so much to encourage the
Canadian and South-African gold-
mining industries to press for a
higher price for their product. It
is doubtful to what extent ad-
monitions and recommendations
will accomplish effective results
but concerted direct action in the
relatively small black markets
could have remarkable repercus-
sions. Little consideration has so
far been given to the enormous
amounts of hoarded gold that are
held throughout the world. Since
the end of World War I private
accumulation of the yellow metal
has been encouraged by succes-
sive currency devaluations and
the certainty of an eventually
higher price-level. If this psy-
chology were ever shaken a veri-

table torrent of the hoarded metal

would be released.

CANADIAN BONDS

GOVERNMENT

PROVINCIAL
MUNICIPAL
CORPORATION

CANADIAN STOCKS

A.E.AMES & CO.

INCORPORATED

TWO WALL STREET
NEW YORK 5, N. Y.

RECTOR 2-7231 NY-1-1045

With the disappearance of the
world’s black markets for gold the
hoarders who have counted on a
constantly mounting price to off-
set their loss of interest would be
driven to liquidate at $35 per
ounce. In this way the sterilized
wealth of many countries among
which are those now suffering
from acute U. S. dollar shortages,
would be converted into the means
of purchase of U. S. and Canadian
goods. A further source of U. S.
dollars would also be tapped by
the disposal by Canadian, South-
African and other producers, of
gold now accumulated in the ex-
pectation of higher prices.

The stabilization of the world
price of gold at $35 would thus
have far-reaching results which
would go far to remedy many of
the world’s current economic ills.
The creation of an important fresh
source of U. S. dollars in itself
would lighten to an incalculable
degree the task of this country
and Canada of “sustaining the
weakened economics of Europe,
and the resultant stability which
would be given to the world’s cur-
rencies is perhaps of even greater
importance, Canada thus has a
vital interest in the achizvement
of this objective and the joint ef-
forts of this country and Canada
alone could readily solve this
problem. )

During the week the market for
external and internal bonds re-
mained dull and inactive.. Free
funds held steady in the neighbor-
hood of 8% with sales of exchange
resulting from the proceeds of
the Montreal Light, Heat & Power
redemption offset by the increas-
ing demands on tourist traffic
account. Stocks, however, were
active and firm with investment
interest heightened by the attrac-
tive level of the arbitrage rate.
Paper stocks were especially
prominent following the declara-
ticn of a dividend on the Abitibi
preferred. Base metals also reg-
istered gains but golds were in-
clined to ease after showing
earlier continued strength, in view
of lessened confidence in an in-
crease in the world gold price.

Hawaiian Electric Bds.
Qffered at 102 and Int.

Dillon, Read & Co., Inc.,, and
Dean Witter & Co. are offering to
the public today a new issue of
$5,000,000 first mortgage bonds,
series F, 3% of The Hawaiian
Electric Co., Ltd. The bonds, due
in 1977, are priced at 103 and ac-
crued interest. Of the proceeds,
$2,700,000 will be used to pay a
like amount of short term prom-
issory notes issued in connection

TAYLOR, DEALE
& COMPANY

64 Wall Street, New York 5
WHitehall -3-1874

CANADIAN .
SECURITIES
Govcrnnnlept "v, g M li'";'.f'.?."t %+ ‘
Provincial,,:* . ':;go;pyrygqcf

{anq32

with the company’s construction
program. The remaining proceeds
will be added to the company’s
general funds and will be avail-
able for payment of construction
expenditures made during 1947.
The construction budget for 1947
calls for total estimated expendi-
tures of $4,410,868 for additions,
betterments and improvements.
The largest single project under
construction is the 40,000 KW ad-
dition to the company’s Waiau
power plant represénting an -esti-
mated 'total: expenditure of $6,-
'1100.000~ of - 'which - approximately

By HON. DEAN ACHESON*
Under-Secretary of State

- Our Foreign Problems

<

State Department spokesman, asserting traditional American policy is b?lief in'the indiv‘idual, assails
Soviet policies as retarding peace and world reconstruction. 'Says we will continue to aid peoples in
their struggle for freedom and should not wait for extreme crises before taking action.

One who is bringing to an end a considerable period of service in the field of foreign
affairs is naturally in a mood of appraisal and review. Have we conducted oursel\fes in the
great world in these past six or seven years true to the traditions of our republic and to-

the interests
of the Ameri-
can people? I
am, of course,
prejudiced,
but the an-
swer seems to
me-not diffi-
cult. I think
it is, yes, we
have, '

To judge
this answer,
we have to
ask, what are
these tradi-
tions and
these inter-
ests? They
seem to me simple, even plati-
tudinous. The basic, underlying,
never-varying tradition of this re-
public is insistence upon the lib-
erty of the individual, the worth
of the individual, the ultimate
test of truth by reference to the
individual,

This has been our political, so-
cial, and moral mainspring. It has
also .been the motive power of
our vast development. By un-
leashing the enormous power of
individual effort, imagination, en-
ergy, this country has attained its
material position. It seems true
in society, ‘as in nature, that the
greatest energy is created by re-
leasing the power of the smallest
unit, In one case, the individual;
in the other case, the atom.
History and philosophy gave us
this doctrine. Geography and ex-
perience have confirmed it, One
of the great achievements of
statesmanship in this country has
been to adapt government to the
furtherance of this release of the
individual and not to its limita-
tion and frustration. An outstand-
ing illustration has been the way
in which, under Mr, Lilienthal’s
guidance, a great governmental
project, the TVA, has made power
available over a vast area, not to
be used by bureaucratic direction,
but vastly to enlarge the individ-
ual productiveness of millions of
Americans,

Dean G. Acheson

Belief in Individual

This belief in the individual is
in our blood. It is our most fun-
damental characteristic, It gives
a certain typical disorderliness to
our behavior which baffles some
foreign observers. But it can no
more be separated from us than
our idea of humor, our generosity
toward anyone in trouble, and our
mobility—we are forever going
somewhere, Even ‘though this is
so, we have no desire to force
our behavior and ideas on other
people. If, for reasons incompre-
hensible to us, they want to act
differently and—to us—quite mis-
guidedly, that is their affair, But
we don’t like them to push other
peoples around — particularly
when those other peoples are try-
ing to live as we think all decent
people should live.

With these traditions and' in-
terests the American people ap-
proach their relations with other
countries. They have a sound and
unshakable belief that liberty can-
not exist here or anywhere, un-
less there is peace founded on
freedom from aggression and un-
less there is ever increasing pro-
ductivity throughout the world.
They know that while every peo-

*An address by Under-Secre-
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‘nations and individuals.

tary Acheson -at Wesleyan Uni-|.

ple must attain and preserve their
own liberty and free government,
they can lose them from forces
beyond their control when faced
with fear of the attack of a for-
eign enemy, or with the loss of
their means of livelihood.

This presents problems for these
who work in our State Depart-
ment. Americans want to be free
ang prosperous themselves. They
want other people who wish to
be free and prosperous to achieve
those goals, But they sometimes
believe that these ends can be
reached by machinery or gadgets
or through merely moral fervor,
and without the pain of hard
thinking, hard work and some
real risk and sacrifice.

philosophers have thought that
liberty was the natural state of
man and that its universal growth
and acceptance was inevitable, I
do not believe that for a minute.
It seems to me that liberty has
come to those whose stout hearts
and hard heads have won it. Here,
again, we must conclude with
Justice Holmes that the mode by
which the inevitable comes to pass
is effort,

Certainly during the decade of
the 1940’s this country has de-
voted its supreme efforts toward
the preservation of the.liberty of
In the
opening years of the decade we
bent our efforts toward assisting
those whom the 'Axis was at-
tempting to subjugate, and toward
impeding its bid to dominate the
two most populous continents on
the globe. This may have accel-
erated the attack upon us. But I
think that few now doubt the ne-
cessity and rightness of our course,
or the extreme danger in which
any other course would have
placed us. The war has now been
won and the threats which caused
it have been eliminated. But seri-
ous threats to“the continued ex-
istence of liberty have not- been
eliminated, These come not only
‘from the inevitable consequences
of the war itself but also from the
course pursued by certain govern-
ments.

D1_1ring the war constructive
foreign policy was not in abey-
ance, It followed two objectives
closely related and mutually de-
pendent—to establish the unity,
mutual confidence and coopera-
tion of the great powers; and to
create international organizations,
necessarily based on the assump-
tion of this unity and cooperation,
in . which all nations could to-
gether guarantee both freedom
fr'om aggression and the opportu-
nity for both the devastated and
thg undeveloped countries to re-
gain and expand their productiv-
ity under institutions of their own
free choice. These, as you have
seen, were historic American ob-
Jectives. They were also the stated
purposes’of the allies throughout
the war beginning with the Atlan-
tic Charter,

. We did not pursue these objec-
tives merely by exhortation or
joint declaration and agreement,.
No people has ever given more
tangible or extensive evidence of
its good will and intention. Par-
ticularly is this true in our atti-
tude toward the Soviet Union. One
need mention only the most out-
standing examples.

Our Contributions to Soviet Union

During the war we contributed
to the Soviet Union $11% billion

of the most vitally . needed sup-

Some, encouraged by eminent|

plies. ~After the war, through
UNRRA and governmental cred-
its, we made available another
half billion dollars worth of goods
for relief and reconstruction,

In our military operations we
pursued purely military objec-
tives, The cross channel invasion
of Europe was directed solely to-
ward the destruction of the Ger-
man armies, not the cccupation of
territory. And when we overran
our estimated and agreed objec-
tives we withdrew to previously
agreed zonal boundaries. These
were acts, not words, based upon
the premise of adherence to an
agreement and of mutual confi-
dence and loyalty.

Nor were these acts all. The
whole series of arrangements for
settlement .in = Eastern Europe,
'Germany and the Far East recog~
nized to the full Soviet fears and
interests, and were based upon
confidence in their intention to-
carry out the pledged purposes of
cooperation in Germany, respect
for the rights of other nations to
determine freely their own course
of recovery and government, and
the creation of a vigorous Euro-
pean and world recovery.

At the same time that these
steps were being taken we pushed
forward the = establishment qf
international organization, ’Fhls
consisted not only of the United
Nations Charter designed upon
the foundation of Allied unity te
guarantee international se_c1_xr1ty,
national liberty and individual
freedom, but of a whole series of
special agencies which were to
make sure that a favorable en-
vironment was created and main-
tained in which the broader pur-
poses could be accomplished.

These were designed to provjde
relief in the early postwar period,
to assure funds for reconstruction
and development, and to stabilize
currencies over the longer run, to
raise the level of agriculture both
as the source of food and as the
activity of most of the world’s
population, to promote and safe~
guard trade between nations, to
protect the health of 'natlons
against epidemics, to facilitate the
exchange of ideas, knowledge and
skills, to aid in the develo_pmenf-
of international transportation by
air and sea—practically every ac-
tivity which could encourage an

make more safe, simple and bene-
ficial relations between nationse

Failure of Great Power Unity
Unhappily the whole course o%
recovery and the internationa
pursuit of happiness has suffere
deeply by the failure to pttamhqr
maintain great power unity. Thi
has come about by the Soviet ltlr}_
ion’s pursuit of policies diamel re]:s
cally opposed to the very premlse_
of international accord and trhe
covery, In Eastern Europe
Soviet Union, over American an_—
British protests, has used its domxn
nant military position, to carry (;0
a unilateral policy, contrary. "
the Yalta agreements, by Wh}lxcs
free choice of their destiny :n
been denied those: peoples. Evity
more important, - the “mmOf(m
Communist regimes fastened upu
those peoples have acted to Che
them off economically *from t“
community of Europe, CurFad
their productivity, and t'O_ bl}’;_
them to exclusive economiC re
tions with the Soviet Union. e
In the Far East, the Soviet U .
ion has dismantled the industr€

* (Continued: ‘on 'page 35)
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Europe in 1933 and Now

Striking similarities between Hitler and present Moscow aggressions
are traced in Research Institute report. Predicts, however, that
now we will not be provoked into shooting war, Imminent st’rikin

effects on our domestic economy noted. y

(3333) 17

Universal Disarmament Under'lnlemalional
| Control Essential to Peace o

By NORMAN THOMAS* - 5
Chairman, Post War World Council
Former Socialist Candidate for President

The remarkable similarities between the fluid iti

. P A political events
which occurred in Europe .during the Hitler a i
Munich appeasement time are® Foressions and: the

vividly traced in the June 13 re-
port of the Research Institute of
America, Inc. These alleged coun-
terparts, together with the differ-
ences with the present critical
Russian threat, are quoted as fol-
lows:

Europe today bears a fantastic
and grim likeness to Europe in
1938. Hitler had successively
pushed into the Rhineland, Aus-
tria, Czechoslovakia. The Russian
expansion of power today matches
and exceeds Hitler’s march.

The Soviet grab of Hungary, is
the same as the Nazi grab of Aus-
tralia. Austria-in 1938 was only
superficially democratic; so too
Hungary in 1947. Both feeble de-
mocracies were embraced and en-
gulfed by a full police state. In
both. cases a minority, disciplined
fifth column, turned the trick.

Much more ominous than Hun-
gary. is the ultimatum delivered to
Austria. ‘At a secret session, the
Austrian Communist. Party in-
formed the government that Aus-
tria’s only possibility of survival
lies in turning to Russia.

And even more ominous is the
crisis that may still explode in
France. In fundamental terms, the
* ecivil war is on—though without
shooting. . . . The French Com-
munist Party, by calling the rail-
road strike, had the - Ramadier
government by the throat. In end-

" ing the strike, the party only
showed more clearly how mgch
power it has over key working
groups. It can still use this power
politically, and to crack at the in-
flation controls on which French
recovery depends. And as France

" goes, so goes West Europe.

Italy may even now be irre-
trievably lost.

Unlike 1938 . . . there is no
European nation whom Russia
fears today. Germany is-destroyed,
disunited—France is worn out,
crippled, divided.

The truth about England came
clear at a recent Labor Party
meeting. The conclusion wasn.‘t
put into so many words—but it
wag plain enough: England today
lives by only one law, the law of
survival.

England today cannot afford not
to be neutral. . . . oy

This is more than a quest}on of
fatigue or loss of British power.
1t is the English realization that

a miracle saved her in World|

War II, and that nothing could
save the British Isles in a Third
World War.

Another difference between 1938
and 1947 is that where
had to march troops across bor-
ders, Russia has been making her
conquests through forces already
stationed within the countries as
nationals, -

Is War Likely?

The situation in 1938 led to war
within 12 months, But the situ-
ation in 1947, though acute, almost
certainly will not. . . . .

The U. S. in 1938 did not fight
for Austria or for Czechoslovakia
—and would not have fought for
Poland. In 1947 it will not fight
{o;- Italy, nor for Hungary or Aus-

ria.

If France were captured—not
from within, but by Russian troops
—then a declared war between the
U. S. and Russia might well be
the result. . But if France goes
Communist, it will be an internal,
domestic choice—not the result of
armed aggression by the Soviet
Union, v

The U. S. probably could not—
and almost certainly would not—
declare military war under such
circumstances.

Germany | |
A .

Thus, what Germany failed to
achieve in war, Russia may win
in peace. Neither Russia nor the
U. 8. wants war. Neither is pre- |
pared for war today. Russia is
satisfied that her political allies in
Europe can win for her, without
a shooting war . .. and Russia is
probably right.

.No'te that Russia is already be-
ginning some propaganda steps at
hqme, paving the way for Soviet
withdrawal from the United Na-
tions Organization, if strong Amer-
ican and - British protests against
recent Russian moves should make
such a step desirable to Stalin.

On the other hand, if no real
opposition develops within the
UN, the western world may be
in for a fairly extended “era of
good feeling.” Once she has
achieved her aims in Europe, Rus-
sia will want peace and quiet. She
will then press for European re-
covery and stability as vigorously
as she has been opposing them to
‘date.

That’s the picture now, as the
European volcano rumbles and
smokes. And, obviously, it is a
picture that Washington - views
with great concern . .. and with
growing awareness of the critical
challenge it poses for the U. S.

What We Will Do

Our own imminent role is pre-
dicted as follows:

Secretary of State Marshall has
a staff at work now. There are
no details yet, but the over-all
line of action is pretty clear. The
Truman Doctrine is being over-
hauled, and will get a new set of
teeth. The programs to aid Greece
and Turkey will turn out to be
only the spearhead of a gigantic
new plan—a multi-billion dollar,
multi-purpose program to get
Western Europe back on its feet
fast ... before new Russian moves..

There’s some question as- to
whether all this won’t be too late
. .. as the Truman Doctrine itself
seems to have been too late. But
Washington is going ahead, shap-
ing up the following policy at this
time: - :

... U. 8. will have to foot the
bill, no matter how big it
gets; and we’ll probably have
to get deeply tangled in the
internal economic planning of
the West Europe countries.

. We won't just hand out the
money—we’ll stick right with
it to make sure-it’s spent
where and when it will do the
most good.

. We won’t stop at direct re-
lief—this program is more
than food, clothes, medicine.
It means pump-priming of
entire economies. ]

. In short, we aim to seize the
economic leadership of the
entire non-Russian world—
and may ultimately find our-
selves with the political lead-
ership as well.

Congress will probably be called
into special session in the fall. In
the meantime the Administration
will do everything it can to get
the public to understand, and to
win support for its new lend-
lease aid plan.

The Business Impact

Vast repercussions on our busi-
ness ‘and economic activities are
anticipated in this Research In-
stitute Report, as follows:

The impact at home will be felt

in various hard-hitting ways. U.S.
taxes, prices, shortages, foreign
trade—all are involved. . . .

(1) The- plan will cost $5-36
billion a year, for a long, long

( Continued on page 39)
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Asserting as long as Soviet dictatorship and international communist movement persist, world cannot

act together in terms of

peace, Socialist leader urges U. S. leadership in disarmament under interna

tional control. ‘Scores Wallace doctrine of aid to Russia and favors Baruch Plan for atomic control.
Says Soviet sabotages U. N. Security Council.

Two years ago when the Charter of the United Nations was optimistically acclaimed
as providing the institutional frame work for one brave new world, a special hope was

expressed for
Senate should

{

the value' of the Social and Economic Council. Although I held that the

ratify rather ki

than reject
the Charter, I
was not—and
am not—of the
opinion that it
provides a
sure and de-
sirable plan of
cooperation or
foundation for
peace. I was, ~
however, in-
clined to share
the current
optimism
about the po-
tential useful-
ness of the Social and Economic
Council, Its inability to legislate
with authority for the world did
not seem to me a disadvantage in
the present stage of our political
evolution, For that very reason it
might feel constrained to be at
once more persuasive in its rec-
ommendations and bolder in its
proposals. The establishment of
the Council argued that it and
other agencies in the same gen-
eral field more or less subordinate
to it or affiliated with it, would
direct a high degree of attention
across national lines to the all-
important business of conquering
poverty and providing both the
material and educational basis for
the good life, ;

On the institutional side our
hopes have been fairly well ful-

Norman Thomas

*Summary of address by Mr.
Thomas at the Tamiment Social
and Economic Institute Confer-
ence, Tamiment, Pa., June 20,
1947,

filled. We have the International
Bank, the Food and Agricultural
Organization, that promising edu-
cational agency the UNESCO, and
the Sub-Committee of the Council
of Human Rights of which Mrs.
Roosevelt has just been elected
Chairman, The ILO has been con-
tlnueq and an International trade
organization -or set of agreements
is being worked out at Geneva.
(Congress is doing its best to
damn the latter enterprise by
such criminal policies as adding
to a wool tariff, thus subsidizing
a small group of consumeérs as
great expense to all of us; seri-
ously injuring our relations with
our friends the Australians and
the New Zealanders; and jeopard-

izing the whole business of reci-|

procity in trade.)

Soviet Sabotage of International
Organizations |

In view of these facts it would
be logical on this program for me
to discuss the merits and defects
of these various organizations and
what further enterprises or agree-
ments the Social and Economic
Council should try to initiate.
Logical, except for one thing.
That one thing is that most of
these admirable organizations are
brought close to impotence by the
lack of cooperation, sabotage, or
open opposition of the Soviet Un-~
ion and, to a greater or lesser de-
gree, its entire bloc of satellite
states, The Soviet dictatorship is
unwilling to cooperate in a food
or educational organization. For
its own reasons it was ready to
join the United Nations, It-was
not yet strong enough to stay out

7
and besides it saw possibilities of
utilizing its membership under the
guarantees of veto power for its
own advantage in the business of
the conquest of the world by and
for Communist totalitarianism, In
this task it did not want success to
crown the efforts of cooperative
organizations in the field of social
and economic action, It could fare
better - by exploiting failure. In=
deed, success of this sort of eco=
nomic cooperation would be a
denial of its doctrine of world
revolution, supported by its in=
terpretation of Leninist-Matxist
dagma,

We may as well face the fact
that so long as the quality of
thought and action which charac<
terizes the Soviet dictatorship and
its “other army,” the international
Communist movement, persists, it
is nonsense, and potentially dan-
gerous nonsense, for the rest of
us to go on thinking, dreaming
and acting in terms of one world.
The chance of any high success
for the Social and Economic Coun=
cil or any of the agencies in its
field depends upon a rapid modi-
fication of the present Communist
theory and practice—a modifica~
tion which as things are now go=
ing is exceedingly unlikely, or a
frank organization of two worlds
in one of which a Social and Eco=
nomic Council might work.

U. S. Leadership in International
Disarmament
The dangers to peace inherent
in two worlds are obvious, yet
they may be less both in the prac=
tical conduct of affairs and the
(Continued on page 38)

NEW ISSUES -,

June 26, 1947, <~

89,467 Shares $3.75 Cu

 Goldman, Sachs & Co.
The First Boston Corporation ~ Blyth & Co., Inc.
 Kidder, Peabody & Co.

This announcement is neithet an offer to sell nor a solicitation of any offer
to buy securities. The offering is made only by the Prospectus.

The May Dé]:;é.rtment Stores Company

$15,000,000 2%% Sinking Fund Debentures due July 1, 1972

Price 101% and accrued interest

(Without Par Value)

Price $100 per share and accrued dividends

A copy of the Prospectus may be obtained within any State from
such of the Underwriters as may regularly distribute

the Prospectus within such State.

mulative Preferred Stock, 1947 Series

Lehman Brothers

—

Harriman Ripley & Co..

Incorporated

Smith, Barney & Co.

bitized for FRASER
p://fraser.stlouisfed.org/




18 (3354)

.THE COMMERCIAL'- & FINANCIAL CHRONICLE

“ o

Thursday, June 26, 1947

Securities Salesman’s Corner

By JOHN DUTTON

The difference between doing no business, some business and
a lot of business is fundamentally a STATE OF MIND.- Today -among | -

the investment fraternity there is a spirit of defeatism that is.the
primary cause of dull business. Go into sales organizations, meet
your friends and talk with them, everybody is telling the other fellow
that their business is slow and that times .are bad.  The psychological
effect upon sales morale of such an atmosphere is deadening. :The
securities business is essentially creative._ If salesmen only realized
" the opportunities for clientele development and good will building
- which now prevail, due to depressed market sentiment, they would
" be out there pitching for all they are worth. Times like these always
* have presented opportunities for investment. The time,to sell cus-
" tomers value is NOW, not six months'from now when prices are
higher again, They will be—that'is one thing about which you can’'be
sure. Just as soon as the clouds clear up a bit and some aggressive
| buying starts to show itself the laggard public will be IN THE MQOD
TO INVEST once again. But this is the time for you to convince
- others that this phenomena .of the market place is as old as the ages
- and that the wise are the ones who buy when others are foolishly
selling. It is nothing more than a‘state of mind—the entire market
for securities goes up and down in accordance with mob psychology.
Many fine companies are in better shape financially than ever be-
“fore in their history. Their charges on prior obligations and pre-
" ferred stocks are covered hansomely by earnings. It would take a
" complete collapse of our economy to force suspension of interest or
dividends in the case of some of these securities, yet they can be
bought now to yield a great deal more than was the case a year ago.
' Let us look at the positive side of things for a change and see
what is the true state of -affairs: Things are not going to pot com-
. pletely in this country or in the world either for that matter. If
they do, it is just as well to own good securities as a box full of
" worthless money; besides you can get some income for your trouble
‘while you are fearfully waiting for the end of the world to come.
.As far as that goes there never was a time when there wasn’t a peck
. of trouble in the world. Today we hear more about it with the radio
~and the press so freely available to the entire nation. But.all this
. is for the good of the greatest number in the long run. The more
. people hear about high taxes, unsound fiscal policies, and labor
" unrest, the sooner it will be corrected. It looks now like the public
. is gradually becoming ready for a clean sweep of policies in govern-
. ment that are harmful to the nation. 1948 can well mark the turning
. point for this nation into a road which will lead the world back to
“'sanity. Remember the harder the times the sooner the correction
«of unsound policies which create them, And when it comes to free
. publicity for the best sales talk you can make today, we have it in
.- abundance. Do you want to tell your public that security prices
are low today, that good investments are on the bargain counter . . .
“‘your press and radio have been doing it for you for the past year.
. All you have to do is to talk about it a bit yourself and then pull
-a couple -of samples out of your kit and let your doubting Thomas
of an investor see some old time enthusiasm for a change. .
: Get out your thinking cap. Look over some of the old favorites.
Think what 4%, 5%, and even 6% means today when the average
- investor can only get about 1149, in his savings account. Sell your-
self first. Become acquainted with every factor that has a bearing
., upon the safety and stability of the investment which you are-geing |
. to offer to your clients and prospects, After you’ve got something
that you like enough te buy yourself, go to work. You’ll find your
old time pep coming back to you. When some orders start to come in,
- double your efforts.  Get in-the-groove and the spirit of making
money and do business again,” “Beat the bushes” for business too, get
out to see new. people, and work instead" of sitting’ around 'bemoan-
ing your status-quo. with a.lot.of other fellows.who are knocking.
themselves out, and you too, because they are thinking wrong and
are not working.

| John F. Reilly to Be
"' | Pariner in Marx & Co.

1" John F. Reilly, member of the
New York Stock Exchange, will

H become a partner in the Exchange]

v, firm of Marx & Co.,, 37 Wall

i+ Street, New. York City, on July 1.
Mr. Reilly was formerly head of
J. F. Reilly & Co.; Inc.

With:Mason Brothers

Special to THE FINANCIAL CHRONICLE
OAKLAND, CALIF.—Vernon.C.
Mingham has been added to the
staff of Mason Brothers, Central
’ ‘Bank Building, members of the

San Francisco Stock Exchange.

uon - u
Invisible Flirtation
Doing business without adver-~
tising is'like winking at a girl.in
the dark—you know- what you’re
doing, but no one- else does—St,
Mary’s (Ont.) “Journal -Argus.”

- Name Now Dreyfus-&:Co.]
Max Jacquin, Jr. member of
the: New York Stock:Exchange,
retired from partnership in Drey-
.| fus, Jacquin & Co., 61 Broadway,
New York. City, on June 13th, and
-the firm name is being changed
to Dreyfus & Co. John Behrens
will substitute for Mr. Jacquin as
one of the trustees under trust in-
denture dated Jan, 31, 1947.

Y

Over-the-Counter ‘Quotation Serviées
- For 34 Years

UOTATION.BUREAU, Inc. -

NATIONAL Q
« " . Established 1913

46 Front Street, New York 4, N. Y.

Chicago

The United

our customers and ourselves.

the second:
world war be- a
gan, Europe,. i
and particu-
larly Western '
Europe, was a}
busy, econom- :
ically inte~: i}
grated area!|
whiech ac-'
counted for a'
very large' |
part of all in-
ternational!
trade. In Asia,
also, there
was a similar -
continental
system, which
was deeply involved in the
world’s trade. But these systems
were completely disrupted and
destroyed by Germany and Japan.
If we take Europe as an ex-
ample, we find that it was cut off
from all outside trade and forced
to turn in upon ‘itself. This re-
sulted in a drastic reduction of
the Furopean standard of living,
but life did not stop. Instead.
Germany moulded the European
continent into a new trade system
calculated to permit the continu-
ance of Germany’s war effort.
The same thing was happening in
Asia under the Japanese,
When we were finally victori-
ous, the economic patterrs which
had ‘been imposed by Hitler and
by the Japanese were:in turn
swept away—completely rand- ut-
terly destroyed. But, of course,
the previous peace-time -systems
in those  areas did not automat-
ically :reappear. It is the absence
of any systems, it is the continen-
tal disintegration - which persists
in ‘Europe and in Asia, which
makes assistance necessary :today..
We have witnessed in the past.few
years the almost total disappear=
ance ‘of all ‘the-international trade
relationships, so carefully and:par
tiently built up, and we have-seen
how . fearfully -difficult tit is!for
countries occupied and devastated
to pick up the pieces and start
%ver. There . is - commergce ' today
etween. nations;. but most of :the
countries which lay .in.the direct
path of the war are not _.capable
of producing enough . goods | for
their own. people; they have very

Ganson Purcell

‘|little with which to engage in ins

ternational trade. And yet if they
cannot import, if they cannot find
sources of supply outside -their
borders, we may experience the
contraction of trade everywhere,
because of the enforced.isolation
of areas from one anpther. No one
preténds that Western Europe can
exist in a healthy economic clim-
ate eut off from the rest of :the
world, Nor can China, or, for that
matter, Russia and her circle of
satellites, It must be our undevi-
ating objective to assist in :the
economic integration of the trad-
ing areas of the world. It is one
of the best possible forms of in-
surance for our own continued
prosperity, '

- Outlining the Kind of Job
~It did seenr to me at the time
I-last-spoke to you that in a gen-
eral way we could outline the
kind: of job that we could-do even
if .we did not know.of its precise
dimensions. I said on that occa-
lsion: “There can be no doubt:of
our ' responsibility. Furthermore,

*An address by.Mr. Purcell be-

San Francisco

fore Town Hall of Los Angeles,
T
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" Root, Ball

,States;B.aiiliér;<lo the World

By GANSON PURCELL* |

Former Chairman SEC

i1

antine, Harlan, Bushby & Palmer

Former SEC Chairman insists absence of any systems mzkes our help to Europe and Asia indispen-
sable, and economic integration of world’s trading areas is insurance for our own prosperity. Says .
export-import gap which treatens substantial reduction in:our living standard, cannot -be remedied by
private investment. Dsclares our great resources must be uzed for reconstruction; to avoid bankrupting -

.

It is important to stop for a'moment znd look at \:Vhat has happened to the World;s
economic life since Hitler invaded Poland in 1939 and since the Japanese expanded their
New Order out into the far reaches of the Pac:fic Oczan and to the borders of India. Before

&.

, rthe discharge of that responsibil-

ity. will -have to be a complete

able to let down
after this war. Agriculture, ir_x—
dustry, labor and government will
have to stay long in'the harness
(to feed the starving peoples of the
world, and to supply them with
the ‘raw materials and {inished
goods essential to their rehabilita-
tion — and with the capital to
rebuild their shattered -civiliza-
tiors, - And, of equal importance,
wartime production levels which
we have attained will bave to be

-|rapidly - converted to peacetime

purposes.. It will almost certainly
be as necessary to mobilize the
nation’s resources for peace as it
has been for war.” :

This last has not only. proved to

carried forward in an. amazingly

is not entirely done. We have
maintained our wartime level of
cmployment and -production al-
mest without loss.  Our unemploy-
ment figures today are less than
two million, We have reduced un-
employment by  one-third of &
million since this time last year.
‘While the labor market has varied
greatly in its demand character-
istics, requiring tremendous shifts
of labor from wartime to peace-
time industries, the readjustment
was accomplished -smoothly and
without noticeable losses in pro-

product’cn. of consumers’- goods,
both " durable and otherwise, is
keeping - quite  satisfactory pace

must be remembered, -however,
that much of. this is accounted for
by:the tremendous world .demand
for:our.goods caused by the lack
of "production- facilities ‘and raw
materials in ‘the other nafions of

gun to recover a, substantial
tion of their.capacity. .- .
: The- great- danger inherent-in
this situation is that .the other na-
tions-of the. world: are not now
able-to vay for these exports from
us. since they. eannot produee and:
sell. their- own: products. - Until
such -time -as..they recover their

pors

substitute for the .Jack’of export-
able goods-in. their hands is dol-
lars which they.can spend in.this
country,-That means that we shall
have to finance these nations.in
a variety: of ‘ways/if ‘we are.to
continue to -assist their recovery
and. maintain our own economic
level; it. means, in short, investing

recovery at the earliest possible
time,- By so doing, of .course, we
shall. contribute to our own sta-
bility since the economic health
and vigar. of other nations are the
measure of their .ability to:trade

maintain and expand our econ-
omy. Put another way, the return
on the investment we make dur-
ing the next few years in the rest
of the world will materially affect
our -future national prosperity.,
Just .as surely as we fail to take
the necessary steps to put the rest
of the world on its feet, we will
inevitably. undermine. and tear
down our’ own economic prosper-
ity which is so-dependent on that
of other nations.: ;

nat'onal effort. We shall not be.
t immediately |

be the.case, but I think has been]

gratifying way, although the job.

duction or workers’ income, Our|

with' the demand. - The same’ is
true of our service industries. Ii,

the: world which have not yet be-'

ability to produce.goods;-the only.

in" these nations. to . assure - their |

{with «us and thus permit us.to’

that of England following the:Na-
poleonic ‘wars of the early: 19th
Century. At that time: the English
bankers and investing public were
practically the only source for the
rehabilitation - and - reconstruction

‘'of a war-torn. Europe. ‘The man-

ner in which the British succeeded
is now famil’ar history, and it is
notable -that' in -achieving these
objectives the whole international
economy was so stimulated that
undreamed of levels in foreign
trade and commerce were shortly
achieved. Not least amongz these
collateral results was the develop-
ment and industrialization of our
own country,

Contrast With Post-War One

Our present financial position
is considerably different from that
in . the- period - following  World
War I The world at that time
still looked upon the British as
the world bankers, Today, how=-
ever, there is no ambiguity in the
situation, . England- herself has
been an applicant for financial
accommodations from the United
States to a very substantial sum.
There are other potential:sources
of credit outside of this country
such as Canada, Sweden and
Switzerland, but it may be frankly
admitted that the exportable cap-
ital from these sources is iincon-
siderable compared to the- de-
mands. of other nations.

The reconstruction’and develop=-
ment . needs in the world are
nearly limitless, - It. is apparent
that the United States cannot sat-
isfy the total needs or meet all of
the requests for capital. Of course,
the. demand - can be scaled down
somewhat because of the continu-~
ing tight supply of certain goods
and it can be.greatly reduced by
limiting - possible ‘assistance to.the
most urgent. and useful, require=
ments. But what remains is still
enormous;. It is hard to make pre-
dicitions‘in’ this ‘matter, but it is
safe. to .say -‘that the maximum
amount. of ‘private investment as
well; as . loans.from' the Interna-
tional .Bank - for . Reconstruction
and: Development. will:-be needed
along with very “substantial direct
assistance from .the.United States
Government:if - we-are to ~ap-=
proach: the fulfillment. of our: role
as-the world’s banker-in the next
few years; . ....° . bt
* A .question.’ of : the : utmost=im-
portance . for-the . success: of: any
foreign: investment: :program Te="
lates:to -the: willingness-of Amer-
ican-investors:to.make: direct in-

| vestments and- to: buy foreign;se=

curities. or. the.bonds of- an .inter-
national .institution. .. Private .In-
vestment.in . this field must-take
place if ‘present -high levels 0
production are to be maintained.
In recent -years, there have: been
no’ . important : foreign ; long-term
loans made by. the_public,.; The
recent Norwegian and. Dutch: 15-
sues. were of negligible propor-
tions, while the Australian loan
was a refunding operation. It may
be _expected in the future on the
one hand that, because of the €X~
erience in foreign investment 1
the late twenties and early thirties,
investors in this country w111_be
hesitant to buy issues of foreigh
origin,  Furthermore, political
stability would seem to-be an €5°
sential pre-condition  for' confl~
dence on the part of public I8
vestors. On the other hand, the

Our positicn today is not unlike |-

* (Continued: on page 22)
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Warns Against Undue Expansion

- GM Peltol.l of Swift & Co. points out danger of increase in fixed
- assets and inventories in period of high costs. Lays down' eight
-+ measures to be followed in maintaining stable conditions in busi-

ness organization,

: In an address on “Financial and Cost Problems” "at the annual
‘meeting of the Illinois Manufacturers’ Costs Association in Chicago,

‘G. M. Pelton

of the. Comp-
‘troller’s Office
‘of Swift &
Company [
warned-
against the
pressure un-
der present -
high cost con-
‘ditions to -
over-expand
unduly.

“The great
danger that
presently con-
‘fronts indus-
try,” Mr. Pel-
ton said, “is
the pressure for expansion and
for the increase in fixed assets. It
seems inevitable that whenever
we have high costs of construction
the impulse to .expand is the
strongest. Many businesses con-
template expansions or improve-
ments beyond those warranted
and are thereby either reducing
their working -capital or are in-
creasing their bonded indebted-
mness to the danger point. Further-
more, many concerns face the
danger of building up high-cost
inventories and accounts receiv-
able,s Once pipelines are filled
:and a rush of goods to market be-
gins, it’s too late to adjust inven-
tory, As a leading business coun-
sel once said: “The death.certifi-
ccates of businesses killed off dur-
ing the collapse of the '20’s were

G. M. Pelton

all marked with one cause—ex-

cessive depreciation of inventory.”
! “Now, if we subscribe to the
right of private property and the
free enterprise system, which has
given this country the highest

standard of living of any. nation |.

. on earth (and I assume the mem-
bers of this audience do. so. sub-
scribe), I believe we will agree
one of the most important reasons
for making an investment in an
industrial . or business enterprise
is to earn a profit or dividend on

- that investment. . It is both the at-
traction and the urge which spurs
owners . of capital. to risk- their
funds in private enterprise. It'is

- the return for the use of their
capital, after the payment of all
costs -and - expenses, .including
‘wages, rent, interest and taxes,

“The importance of this.point
is aptly illustrated in a survey
made by the National City Bank
of New York covering 72 of the
Jargest industrial corporations in
this country for the year 1945,
which shows the number of share-
holders in these 72 companies to-
taled 4,082,805, as compared with
the 'total number of employees,
2,925,449, In other words, there
were over 4,000,000 separate stock-
holders, or about 40% more own-
‘@rs than employees, who ivnves_ted
their money in these enterprises

© Ppresumably because they expectqd
these investments to earn a fair
teturn and compensate them for
the' risks taken. - They furnished
@ major portion -of the working

<apital, the buildings and equip-

ment, and the opportunity for em-
ployees to earn a living. Analysis
of the figures of 71 of these com-
Panies shows the stockholders re-
* <eived an average of less than 3
<ents out of each dollar for sales,
the balance of over 97 cents go-
- ing to'pay for materials and sup-
Plies, wages to employees, and all
other expenses including Federal
income  and -excess ‘profits taxes,
Jeaving less than :17/10ths cents
"t0 help meet future needs for
working capital and other neces-
sary purposes.
- “I feel quite sure we will all
agree that when the shareholders,

or owners, invest their money in
2.business, they are entitled to a

fair share of the profits to pay the Bureau of Internal Revenue .

itized for FRASER
p://fraser.stlouisfed.org/

them for the use of their capital
and the risk they assume. -When;
they project into a business the
idea that earnings are to be made,
that is, that income should exceed
outgo, it would seem to be incum-
bent upon management, with the
cooperation of all employees, to
further. project this idea -into all
departments in such a way that it
will be clear as to whether they
‘are making money or are losing
money. - But, it is imperative in a
sound system of cost finding that
every dollar expended becomes a
part of cost. This is a very simple
and satisfactory point at which to
start building up a system of costs.
Everything should go in, and an
attempt should be made to recover
these  costs and ‘a- reasonable
profit.”

Continuing, Mr. Pelton stated:

The subject of accounting and
cost finding is treated by alto-
gether too many business execu-
tives as a purely clerical matter,
whereas it is an intensely prac-
tical business matter which should
receive. the attention of the own-
ers and managers. If costs are
left entirely to the accountants,
they will lack' that vital touch
with the practicalities of the busi-
ness which will greatly decrease
their utility and value. If the
business man develops his cost

system so he recognizes, it as onet-

of his. important instruments to-
ward attaining sound and profit-
able business, it. will not only be
of great value to his own organi-
zation buf to industry as a whole.

Measures of Efficiency

Now, the question is usually
raised at this point as to what we
as’ individuals can_do about - this
situation.. It would appear-that
‘each of us can-do much to assist
in maintaining - stable conditions
in our own organizations, if we
will recognize and practice sound
business fundamentals, , Some

points worthy .of. being given re-|.

newed -careful consideration are:
1. Sales should compare favor-
ably with the money tied up in ac-

counts-and notes receivable, in-|-

ventories, fixed properties, and
total assets. The relationship be-
tween sales and these four groups
of assets indicates the efficiency
with which these funds are being
used. o ;

. 2, Unwarranted expansion -of
fixed property should he avoided.
There is not only great danger

this will be done-at the present|
time with high costs of construe-|

tion, but also it may .reach the
point where working capital will
be, depleted and current and long-
term debt will be dangerously in-
creased. . ' .
3. It “is important to follow a
conservative policy in extending
credit. ‘The longer an account
stands on the books the greater is
the chance for loss, and in the
meantime the money tied up is

costing interest and is not produc- |

ing a profit. . )

4. We 'should avoid a specula-
tive inventory policy and exces-
sive high-cost inventories. - Inven-
tories should be properly priced
and not contain unearned or fic-
titious paper profits. Real profits
come only from economical, and
satisfactory = manufacturing and
merchandising activities. .

- 5. It is important to maintain a
proper and consistent policy cov-
ering the handling of fixed

charges of all kinds, such as in-|:

terest, depreciation and obsoles-

cence, insurance, taxes, etc. These |!
items should be regularly included

in cost. In this connection it is
not realized by many that prevail-
ing depreciation rates allowed by

are inadequate, if future replace- |

ment costs are higher than those
?'t the time of original construc-
ion.

. 6. Renewed attention should be |

given to the matter of again be-

coming “cost and profit minded.” |

That is, we should include all
items of expense in cost, and at-
tempt to recover all costs and a
profit through satisfactory mer-
chandising operations. Frequently,
whgn competition becomes keen,
pusmess men disregard certain
items of overhead, disregard in-
terest'and depreciation, and often
d1s_regard profits to get volume.
This is a practice which is funda-
mentally unsound, and should
have no place in the minds of our
business leaders. All costs and ex-
penses should be considered, and
an attempt should be made to re-
cover them and to earn a profit.

7. Care should be exercised to
maintain a sound working capital
and general financial condition.
This is a long-range problem
which deserves the most consistent
and painstaking attention of man-
agement,

8. Finally, we should maintain
efficiency and full production in all
operations and departments, and
eliminate unsound and uneco-
nomic-activities of the business.

Hill Richards Adds Three

Special to THE FINANCIAL CHRONICLE

LOS ANGELES, CALIF.—Frank
L. Maines, Royal C. Peacock, and
John R. Sprang have been added
to the staff of Hill Richards & Co.,
621 South Spring Street, members
of the Los Angeles Stock Ex-
change.

Thomson & McKinnon Add

" Special to THE FINANCIAL CHRONICLE
CHICAGO, ILL. — George H:
Hay has been added to the staff
of -Thomson & McKinnon, 231 So.
Lia Salle Street,

With E. J. Bourbeau & Co.

Special to THE FINANCIAL CHRONICLE .
LOS 'ANGELES, CALIF.—Gid-
eon M. Douglass has become asso-
ciated with Edward J. Bourbeau
& Co.," 510 South Spring Street:
He was previously with Crutten-
den & Co.

Sees Prosperity Following

Price Adjustments

ably reached their
1947, and may

Prof. Butz of Purdue University says agricultural prices have °
‘already passed peak, and general
ized in 1948 at about 1945 level.

“Prices received. by United States farmers, on the average, prob-
postwar high last October and again in March,

prices probably will be stabil-

be expected to
work lower
moderately in
the remainder
of 1947,” stated
Dr. Earl L.
Butz, Head of §
the Purdue !
University
Department of
Agricultural
Economics, at
the annual
convention of
the Washing-
ton Associa-
tion at Seattle,
on June 20. '
The high points came last Oc-
tober following the relaxation of
price controls, when the U. S. farm
price index stood at 273% of the
1910-14 average, and again in
March, 1947, when a speculative
flurry sent the index to 280% of
the 1910-14 level. Last December
and January the index was about
20 points below its last October
high. . .
Farm product prices will prob-
ably fluctuate around their pres-
ent levels, on the-average, for
awhile longer, but may be .ex-
pected to decline some in the lat-
ter part of 1947, the economist

Earl L. Butz

.| stated. ~ The decline in the latter

part of 1947 and the early part of
1948 will be neither as rapid nor
as-drastic as that which occurred
in® 1920, although it may be as
much as one-fourth to one-third
from present levels. This will put
prices - back: about where- they
were in the last year or two of the
war. The decline will be more
in the nature of a cost-price re-
alignment than a recession, Dr.

' Butz stated.

~ The general level of wholesale

prices in the United States is now
about as high as it was at the peak
in 1920. It may continue to rise
slightly for a few months yet in
1947, and will probably start down
sometime in the last part of 1947
in a moderate decline that will
last six to 12 months. It may de-
cline one-fifth to one-fourth from
present levels. This adjustment
will carry prices back to about
their 1945 level (not pre-war),
the speaker asserted. This price
reaction will come when the vol-
ume of civilian production begins
to catch up with effective civiliam
demand, and when the flow of re~
lief supplies to Europe begins to
subside.

The speaker predicted that if we
can get through the period of price

adjustment in late 1947 and early
1948 without surrendering our
system of free enterprise for a
complicated system of government
price supports, the period pre-
dicted above should be followed
by a long spell of relative pros-
perity. The price level will re~
main relatively high (1945 level)
for.a number of years. This will
be an era of relatively good busi~
ness and satisfactory rewards for
efficient management, = Althqugh
the outlook for agriculture during
the next decline may not be as
rosy as it was during the war, it is
much better than before the war.
There are prospects of reasonable
net income for efficient farmers
who have enough volume of busi-
ness to permit the use of labor-
saving machinery. American agri-
culture will always reward the
farmer who is intelligent, efficient
and ambitious. .

NEW ISSUE

Incorporated

June 24, 1947.

 Goldman, Sachs & Co.
The First Boston Corporation
Harriman Ripley & Co.

This announcement is neither an offer to sell nor a solicitation of any offer to
buy securities. The offering is made only by the Prospectus.

~ $15,000,000 |

The National Supply Company
| 234% Debentures due June 1,1967

Price 1‘00%%» and accrued interest

A.copy of the Prospectus may be obtained within any State from such of the
Underwriters as may regularly distribute the Prospectus within such State,
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Kidder, Peabody & Co.
Merrill Lynch, Pierce, Fenner & Beane Smith, Barney & Co.

Blyth & Co., Inc.
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Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR,

" The 'governmentrbond market is still on the défensive as prices
continue to drift lower on light volume. . . . ';‘hg: po‘wers.that be
are sellers of securities but the amount of eliminations is much

.smaller than it was earlier in the month. . .". Because of the de- |-

creased - demand for ‘Treasury obligations there is.not. the. same
need to dispose of securities in order to keep the market under
control, ., . With the sidelines the most popular spot at tl}e mo-
ment, it seems as though only the most necessitous commitments
are. being made, ... . Where it is imperative to get funds to. work,
for income purposes, some business is ‘being done, as' well as from
switches. . . . As a whole it seems as though there is not too much
going  on, certainly not enough to satisfy the dealers who are
grumbling over the lack of activity. ..., -

TAX FACTORS

With the money markets still under the cloak of uncertainty,
it is not surprising that investors are doing very little. . . . None-
theless, some of these conditioning factors may be clarified in-the
not too distant future, because the money managers are in a posi-
tion to go ahead with their plans, now that the tax bill has been
taken out of the picture. .. . .

Continuation of high taxes should mean that more funds
will be available for the repayment of debt in the coming
fiscal year. . .. Estimates of the amount that may be used for
debt retirement range from $8 billions to $12 billions. . . .

It appears to be rather generally agreed now that the avail-
ability of larger sums for debt reduction, takes out of the situation
for the time being and probably longer than that, the unpegging
of ‘short rates as well as the flotation of a new issue of securities.
(1 It seems as though the authorities lost very: little time in going
about their work after the tax bill was killed when they announced
the resumption last week of bill redemptions. . . .

PRICE CONTROL , :

' The opinion in many quarters is that the money managers will
follow the previous policy of debt redemption to restrict the credit
base along with sales of securities in the open market, in order to
keep prices of Treasury obligations at levels they consider favor-
able to the money markets. . . . It is indicated that the government
market is divided into two parts for the purposes of price control.
... Credit limiting policies through selective debt reduction are to
be used to keep the eligibles in line, . - :

Sales of securities in the open market is to be the manner
in which the restricted obligations will be prevented from
going to prices that are not desired by the powers that be. . . .
This method is considered superior to an unpegging of rates

“or a new -issue of securities. because the market can be kept

more orderly and stable than would be the case of either
if the latter two were adopted. . . . : )

: Since it is evident that the authorities do not want the market
to go too far in either direction, the flexibility of the bond redemp-
tién credit limiting program as well as open market sales of secur-
ities seems to fit the present situation quite well. .-, . By contract-
ing or expanding operations in these two fields prices of Treasury
-obligations should be kept within -desired limits, . . .

WHY THE PRICE LID? §

. What seems to be the reason for the authorities not wanting
prices-of government obligations to go back to even previous.tops,
which in some instances would be about half a point above cur-
rently ‘prevailing prices? 1", It is-believed that ‘the money man=.
pgers are of the opinion that the longer-term trend of interest
ra_tes is slightly downward and by keeping prices from going too
high for a short period, when the demand is large and the supply
lu;nted, they will be forestalling wild price changes in the
uture. . . .

Suppose that prices of Treasury obligations were allowed

i to move up because of the lack of other suitable investments

{":and they reached levels a point or a point and one-half above

i those now prevailing? ., . . By that time the mortgage market

} :might be opening up and non-bank investors especially would -
‘want to put their funds into higher yielding mortgages. . . .

) :I‘he_lac_k of demand for the restricted- bonds from non-bank-

“ing institutions would most likely cause prices to sag from the

. high levels that were reached. . .. Then with more mortgages
?ava.llable these same investors might be sellers of securities

¢ ‘'which would cause prices to move down rather sharply. . . .

i]' '_I‘he authorities by keeping the market on the defensive and
old_mg prices at levels that do not attract the temporary kind of

bpymg will no doubt prevent sharp price changes that would be

pkely_ tq follow if securities were allowed to freely seek their

own limits on the up side. . .. It is evident that much was learned

during 1946, when prices were more or less allowed to find their

pwp levels. . . . This resulted in wild and. wide price gyrations,

which the authorities will not have happen again.

BANK BUYING
. Purchases of government securities by the commercial banks
etween Dec.. 31; 1946 and “the “end” of March 1947, continue ‘to
' Qllow about the usual pattern. . . . By far the largest commitments
were again made in the. 214s due 1956/59, as the New York City
anks were the biggest buyers followed by the Reserve City and

"

:the country. banks. .. P e e .

i | The next most popular issue was the 214s due Sept. 15,
; :1967/72 with the Reserve City and country banks the leaders,
|
i

o

‘followed by the New York City institutions. . . .'The 23/9% due
1960/65 were in third spot with the Reserve City, the country
banks and the Chicago institutions thé principal buyers. ... .:
:New York City banks were the main. sellers of this bond. . . .

York City banks- bought and-the Reserve City ‘banks: solds:+%+<Thed

2s due December 1952/54, for the first time were practically neg-

itized for FRASER

)| with the New York City banks

 tion, all the changes tended to-

‘notable, beirig far: beyond exped- |

*| public outside the banking system

- well to exclude them. According

lected: » . , The other important

SELLING
' 'Heavy sales were reported in

the main sellers of these issues.

}t)urchase was the 2% %-d
h

ue 1955/60,
e only -buyer., . x [

the 2s due ‘1951‘/ 53 with the New

York City and Reserve City banks the largest sellers. .'. . The 1%s
due 1950, the 2s due Sept. 15, 1950/52, the 2s due Dec. 15, 1949/51
and the 13s due 1948, were also disposed of. . . . The Chicago
banks, the country banks and the Reserve City institutions were

- Sees No Check On

Debt Monelization

C. F. Childs & Co., in analysis of changes in money supply and
bank national debt holdings, says Treasury’s debt redemption pro-
gram has been almost entirely offset by other factors.

In an analysis of the Public Debt and U. S. Government financ-
ing, recently issued, the investment banking house of_ C. F. Childs

tion of a decline in the “mone-
tization of the national debt, de-
spite the redemption program of
the Treasury since the end 'of tne
war. In discussing changes in
banks’ bond holdings and the
money supply, the circular states:

As indicated by the figures for
weekly. reporting member banks,
there was a strong contraction in
total earning assets and a heavy
shrinkage of total deposits in the
14-month period, February, 1946-
April, 1947, This, with rising oper-
ating costs, put banks under pres-
sure to increase their gross earn-
ings. Government securities owned
dropped approximately 30%, but,
due to a net increase in loans and
other securities, the decline in to-
tal loans and investments was
about 19%. An increase in busi-

Weekly Reporting

Total loans and investments
Total loans

Loans on Government securities
Business loans :
Goverment securities, total
Government bonds

Demand deposits, adjusted

U. S. Government deposits
Total aeposits

There were, substantial changes
in the underlying monetary struc-
ture of the country in the period
under review.- Except for a de-
crease in Federal Reserve Bank
credit in use and a moderate net
increase in currency in circula-

ward. the . expansion. of member
bank' reserve balances.--The if-
crease in gold stock is especial]

tations, Indeed, had it not been

Member Bank Reserve Bal

‘Total Reserve credit
Gold stock

Treasury currency
Money in circulation
Treasury cash

Member bank reserve balances
Required reserves
Excess reserves

A very considerable increase in
deposits requiring reserves offset
the banks’ gain in reserve bal-
ances, and excess reserves fell off
by about one-third. b >

The effect on the country’s total
money supply depends on whether
one includes government deposits
in commercial banks in one’s con-
cept of the money supply. : If
these are included, there was!a
steep decline; if not, there was'a
noticeable increase. Since it iis
money in the hands of the general

-which bears upon inflation-defla-
tion considerations, it probably is

to estimates of the Federal Re-
serve Board, demand deposits,
adjusted, increased $4,600,000,000
between February 1946 .and Feb-
ruary 1947, time deposits in com-
Fraereial—banks—increased:$3,200,-

& Co. reports there is little indica=¢

(millions of dollars)

" (millions of dolars)

Treasury deposits in Reserve Banks_.
Non-member deposits and other accts.-

ness loans, at considerably higher
rates, more than offset a sharp de-
crease in the volume of loans on
Govenment securities as dealers
and others liquidated their heavy
commitments after the last war
loan drive. Despite the retirement
of 3%%, 3%, and 3% % bonds
totaling about . $2,344,000,000 total
Government bonds held by these
banks were only slightly lower,
indicating a considerable move-
ment to replace redeemed low-
yield certificates and notes with
higher-yield bonds.  Demand de-
posits, adjusted, which were effec-
tively held down in the first quar-
ter, showed a strong tendency to
rise when the pressure of first-
quarter tax collections was re-
moved. ]

The following tabulation'shows
the principal items of change:

Member Banks

Increase (+)
or

Decrease (—)
—12,882
+ 1,785
— 2,868
4 3,561
—14,773
74
+ 2,159
1454  —15,073
‘61764  —13,292

for the transfer of $687,500,000 of
gold . by the Treasury 'to -the
International Monetary Fund on
Feb. 26, 1947, the total increase
would have been $1,228,500,000.
This transaction was accomplished
by use of the gold in the U. S.
Stabilization Fund, the remainder
of the Fund’s $1,800,000,000 being
taken into.the Treasury’s general
fund.“.,;( 3o aL v i ;
:-The 'changes in all these factors
are shown in the following table:

ances and Related Items

Feb. 27,’46 Apr. 30, '47
. 16,963
869
10,943
34,745
27,160
39769

Increase (+)

or
Feb. 27,’46 Apr. 30,47 Decrease (—)
972
380

y )

125
223
22,205
20,774
4560
281118 .
1,325
619
1,652
15,826
15,156
670 369

total of $8,000,000,000. As noted
above, an upward trend in de-

180 .
992
207
68
271
640

1,720
15,555

[++1 ]| +++

| posits followed the end of the first

quarter, so it is probable the fig-
ure is somewhat higher now.

With the increase in - money sup-
ply, there has been come tendency
to an increase in velocity, “as
measured by the annual rate of
turnover of demand deposits.’. The
rate- for 100 cities outside of New
York is computed at 17.9 and 18.6
for January and February ' this
year, ‘as against 16.2 in the same
months a year earlier, Fortu-
nately, these rates. still are ‘very
moderate. They are lower than
in any full year prior to 1941, and
compare with a record turnover
of 40.5 in 1929,

| " Debt “Monetization”
It is ‘obvious that War Loan ac-
counts soon will be neariexhaus-

cy=--outside+ tion and,) in the absence of a sub-

banks ~increased $200,000,000—a

stantial cash surplus of Treasury.

revenues, -the * debt redemption
program cannot.continue.  If othey
factors continue as”they have in
the . recent past to supply banks
with reserve balances, there will
be every inducement for banks to
buy more government securitieg
from the. general public. The
latest available reports indicate
that this is {aking place.

' Banks surveyed by the Treasury
Department monthly showed an

* |increase of $1,258,000,000 in eljw

gible Treasury bonds in the 12
months ended Feb. 28, 1946, and a
decline in every other category.
The increase is most noticeable in
longer-term: obligations, and is
offset in part by decline in shorter
maturities, as well as by decreases
due to bond retirements. Later
data on banks reporting weekly
indicate a similar trend. -

The retirement of Treasury bills
amounting to about $1,000,000,000
In a space of six weeks, should
have had a very drastic effect on
ban.ks, since it tended to reduce
their reserve balances by roughly
85% of that amount. It was
almost entirely offset by other
factors, most importantly, by in-
crease ingthe gold stock and de-
crease in money in circulation.

Hence, this measure of control
hqs been unsuccessful in accom-
plishing its purpose, and no check
has been given’ to continued
“monetization of ‘the debt.”

N. Y. Security Dealers
Outing Huge Success

The Annual Outing of the New
S{ork Security * Dealers Associa-
tlonz held on Juné 20, 1947 at the
Engineers Golf - Club, Roslyn,
Long Island, was pronounced a
huge success by over 200 mem-
bers and guests attending.

Prize donations were received
from the following firms:

J..Arthur Warner & Co., Incor-
porated, four $25 Series E War
Bonds; Mitchell & Company, one
$25 Series E War Bond; Schwamm
& Co., $25 Merchandise Certifi-
cate on. A. G. Spalding Co.; R. H.
Johnson . Co., Bottle of Haig &
Haig; Lebenthal & Co., Book;
Travellers Luggage Co., Golf Bag.

The following firms made cash
donations: . :

Amott, Baker & Co., Inc., Car-
ret, Gammons & Co., Inc., Geyer
& :Co., Inc.,.Greene & Co., Joyce,
Kuehner & Co., H, D..:Knox & Co.;
Roggenburg & Co., Strauss Bros.,
Inc.,, Ward & Co., M. E. Wien &
Co., C. E, Unterberg & Co. 3

The winners of the Golf Tour-
nament were Stanley L. Roggen-.
burg, Roggenburg & Co., who
won the President’s Cup for the
third time with a low gross of 82,
and Ernest Grauer, Goodbody &
Co., who won the Governor’s Cup
for the second time, with a low
gross of 77. Other prizes were
won by Everett Wendler, Mitchell
& Co., low net for members, 91
less 23-68; Fréderick J. Rabe, F.
J. Rabe & Co., first Kickers for
members, with a score of 91'less
19-72; Wm. Hart Smith, Hart
Smith & Co., second Kickers for
members, with a score of nine less
16-80; Jack Bloom, Public Nation-
al Bank & Trust Co., low net f_or
guests, score 105 less 35-70; Wil-
liam Voight, Hemphill,-Noyes: &
Co., First Kickers for guests, score
107 less 35-72; Joseph Monahan,
Laird & Co., second Kickers for
guests, score 105 less 25-80. i

The Committee in charge of the
outing was composed of-John~J.
O’Kane, Jr., John J. O’Kane, Jr. &
Co.; Chairman; Wellington Hunt-
er, - Aetna Securities Corp.; Her-
bert D. Knox, H. D. Knox & Co.;
Frank Koller, Jr., F. H. Koller, &
Co.; Hanns Kuehner, New, York
Hanseatic Corporation; Stanley
Roggenburg, Roggenburg :&..Coy
T. Reid Rankin, R. H. Johnson &
Co.; George Searight, Aetna Se-
curities -Corp.; Bertram  Seligman,
Ward & Co.; John ‘H. Valentine,

John H: Valentine & Co; and

Melville S. W
(ot |

ien, M. S. Wien &
Co,. : . Ced
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i.aiaﬁf: Bill Becomes Law

Congress ove_rrides veto, despite President’s long and vigorous
- message against measure and Senate filibuster.
- message, says bill would reverse national labor policy and violate

principles of our public welfare,

Taft, who accuses Presidznt of using CIO propaganda data,

Despite a _long and bitter message from President Truman to
Congress, vetoing the Taft-Hartley Labor Bill, the House of Repre-
sentatives on June 20, by a“ vote®

of 331 to 81 and the Senate on
June 23 (after a two day filibus-
ter) by a vote of 38 to 25, over-
rode the veto. During the inter-
val between the House action,
taken a few hours after the veto
message was read and until the
Senate’s final action three days
later, the President and the trade

re

Lot g

'President Truman  Robert A. Taft

union organizations made strenu-
ous efforts to prevent the bill
from becoming a law. The Presi-
dent made a radio address at 10
p. m. EST on the day the House
overrode his veto, in which he
bitterly condemned.the bill, He
was followed a half hour later by
a radio talk by Sen..Robert A.
Taft, who accused the President of
misrepresenting the bill’s provi-
sions and of following the inter-
pretations placed upon it by Lee
le'gssman, General Council of the
C j 1

The President’s Arguments

In his veto message, President
Truman called the bill “bad” leg-
islation, “that would reverse the
basic direction of our national la-
bor policy, inject the Government
into private economic affairs on
an unprecedented scale and con-
flict with important principles of
our democratic society.” He listed
the following.defects in the meas-
ure: 3 ; .

"(1) The bill would substantially
increase strikes, ¥ L

(2) The bill arbitrarily decides,
against the workers, certain issues
which are normally the subject of
collective bargaining, and thus
restricts the area of voluntary
agreement,

(3) The bill would expose em-
ployers to numerous hazards by
which they could be annoyed and

ampered. ; .

" (4) The bill' would deprive

workers of vital protection which
ey now have under the law,

. (5) The bill abounds in provi-

sions which would be unduly
burdensome or actually unwork-
able, . .

(6) The bill would establish an
ineffective and discriminatory
emergency procedure for dealing
with major strikes affecting the
Public health or cafety.

(7). The bill would discriminate
against employes. .

. (8) The bill would disregard in

important respects the unanimous
convictions of employer and labor
representatives at the national
labor-management conference in
November, 1945,

‘. (9) The bill raises serious issues
of public policy ;which transcend
labor-management difficulties.

.,'In 'the concluding section of his
 message, the President contended

that the bill by weakening the
trade union movement would de-
stroy: “a  strong bulwark -against
the growth of totalitarian move-
ments.” “The most fundamental
test ‘which I have applied to- this
bill,” the ‘President wrote, “is
whether it would strengthen or
Wweaken American- democracy in
the present ‘critical hour. This bill

President, in

Called misrepresentation by Sen.

|tonio, and another memorandum

'Senate.

is perhaps the most serious eco-
nomic and social legislation of the
past decade, Its effects—for good
or ill—would be felt for decades
to come.”

Continuing, he stated, “I have,
concluded that the bill is a clear
threat to the successful working of
our democratic society.

“One of the major lessons of
recent world history is that free
and vital {rade unions are a strong
bulwark against the growth of to-
talitarian movements, We must,
therefore, be everlastingly alert
that in striking at union abuses
we do not destroy the contribution
which unions make to our demo-
cratic strength.

“This bill would go far toward
weakening our trade union move-
ment and it would go far toward
destroying our national unity. By
raising barriers between labor and
management and by injecting po-
litical considerations into normal
economic decisions, it would in-
vite them to gain their ends
through direct political action. I
think it would be exceedingly
dangerous to our country to de-
velop a class basis for political
action,

“I cannot emphasize too strongly
the transcendent importance of
the United States in the world
today.as a force for freedom and
peace. We cannot be strong in-
ternationally if our national unity
and ‘our productive strength are
hindered at home. Anything which
weakens our economy or weakens
the unity of our people—as I am
thoroughly convinced this bill
would do—I cannot approve.”

Senator Taft’s Refutation

The President reiterated his ar-
guments in his radio address on
June 20, and was answered by
Sen. Robert ‘A. Taft, who charac-
terized the veto message as a
complete misrepresentation of
both the general character of the
bill and most of its detailed pro-
vigions, - o ‘

“The President’s message,” Sen; |

Taft said, “follows in many de+

tails'the analysis of the bill pre-| -

pared by Lee Pressman, General
Counsel of the CIO, inserted in
the Congressional Record on
June 3 by Congressman Marcan-

inserted in The Congressional
Record of June 6 by President
Murray. .

“President Truman wholly ig-
nores the detailed arguments to
these and which I presented on
the floor of the United States
Following the lead of
union labor leaders, the President
does not find a single good pro-
vision in the entire bill.” "

Regarding Mr. Truman’s criti-
cisms of the section permitting
injunctions against nation-wide
strikes, Sen, Taft struck back as
follows:

“The President attacks the sec-
tion - permitting = an in]qnction
against the nation-wide strike af-
fecting the national health and
safety. It was through such a pro-
cedure he secured an_injunction
against John L. Lewis last Eall
Last year when faced by a nation-
wide strike, it was the President
himself who recommended Gov-
ernment seizure and the drafting
of all the strikers into the United
States Army. . -

“Because Congress /now gives
him. a carefully considered au-
thority to allay such a strike, tc
attempt mediation, and finally tc
~onduct a strike vote when othe’
remedies have ‘been exhausted,
he says the procedure will dc

more harm than good.: .

-|Connally Act expire on June 30

without. any protection - whatever
to the people against nation-wide
sirikes. He claims that this bill
would. breed too much interven-
tion in our economic life, and im-
poses Government control over
free, collective -bargaining,

“The bill in no way interferes
with the rights of the parties to
barga;n, In no way limits the right
to strike if they fail to agree, ex-
cept in the case of a nation-wide
strike for a period of 80 days until
an election can be held.

“There might be something in
the argument that the Govern-
ment had not intervened in every
collective bargaining on the side
of labor,

“Every collective bargaining
contract has been subject to the
terms of the Wagner Act, the
Norris-LaGuardia Act, the Clay-
ton Act, the Fair Labor Standards
Act, the Walsh-Healey Act; and
the intervention of Government

conciliators. All this bill does is
to say when the Government does
intervene, it shall be as an impar-
tial public service,

*“The administration.of the Wag-
ner Act by the National Labor
Relations Board made it so one-
sided as to produce a general pub-
lic demand that the law operate
both ways, This is the effect of
the new bill. The only new limi-
tation on collective bargaining re-
lates to the closed and union
shops.”

|With Vercoe & Company

(Special to THE FINANCIAL CHRONICLE)

COLUMBUS, OHIO — Paul E.
Flohr has become associated with
Vercoe & Company, Huntington
Bank Building, members of the
New York Stock Exchange and
other exchanges, Prior to serving
in the armed forces he was with
the Ohio Company.

With H. Irving Lee Co.

(Special to THE FINANCIAL CHRONICLE)

SAN JOSE, CALIF.—Donald J.
Meyer has been added to.the staff
of H. Irving Lee & Co., First Na-
tional Bank Building.

Keyserling For More Covernment
Control to Prevent Depression

In radio forum discussion, member of National Economic Council | .
says law of supply and demand should not be permitted to operate

blindly and Government controls should work

cycles.

to prevent business

In a radio discussion of “How to Prevent Depressions” over.

WQXR in New York City on Ju

nul, - Chair-

»

ne 17, 1947, in which Beardsley

man of R. H.
Macy & Co.;
Leon H. Key-
serling, Vice-
Chairman of
the President’s
three man
Council of
Economic Ad-
visors; Jules
Backman, As-
sociate -Pro-
fessor of Eco-
nomics of New
York Univer-
sity and C. F.
Hughes, Busi-
ness News
Editor of the New York “Times"
participated, Mr. Keyserling
stated that the first thing to be
done is for Government to step
in and prevent the “law of supply
and demand from working
blindly.”

“I think the first thing we have
to do to avoid recessions and de-
pressions —_ and we can,” — Mr.
Keyserling stated, “is to abandon
certain old ideas and certain old
practices which repeatedly caused
depressions and recessions. Now
the most common of those, if I
could summarize it in a very
brief way, is to say that we allow
the law of supply and demand to
operate automatically without any
human intervention. Now the law
of supply and demand does so op-
erate, but as the demand. increases,
the price goes up. If we operate
it that way. But why should the
price of a man producing a certain
number of units at a certain cost
go up merely because his market
increases? On the contrary, if his
market increases, the price ought
to go down because he can sell

more and he has greater assur-

Leon H. Keyserling

ance. Now there are two ways of
effectuating that, and I think that
is the central problem. One- way
is by governmeat coatrol. I think
that’s the less desirable alterna-
tive. Tne other way is by inject=
ing into the business system itself
a better code and set of practices
than we've had in the past. In
summary, I think that if the law
of supply and demand continues
to operate blindly, we will have
ups ‘and downs. of the business
cycle just as we've had before. If
we can substitute something for
that, then I think we can level it
off.” :

A little later in the program he
further stated: g

“One of the hopeful things in the
[present] situation is that many
businessmen are doing that which
does indicate that you can have
something, let’s say, to supplement
the law of supply and demand.
Now I would like to see that
supplementation go a little fur-
ther; and I'd like to see it go..to
meat, and I'd like to see it go to
building materials,” and in his
conclusion he added: 3

“One alternative [to stopping a
depression] is a substantial amount
of government control of the
economy. The second alternative
is recurrent recessions and de-

pressions.

H. W. Gould Now Is With
Cannell, French & Copp

(Special to Tur FINANCIAL CHRONICLE) '
BOSTON, MASS. — Harold W,
Gould has become connected with
Cannell, French & Copp, 49 Fed-
eral St. Mr. Gould in the past
was with Townsend,: Dabney: &
Tyson, s

IR
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Blyth & Co., Inc.
Kidder, Péabody & Co.
Central Republic Company

(Incorporated)

Shuman, Agnew & Co.

s
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: .

408,000 Shares

Common Stock
(par value $20 per share)

- Price $22.25 per share

Sutro & Co.

Graham, Parsons & Co.

i

"This advertisement, appears as a matter of record only and is under no circumstances to be construed as an offering -
of these Shares for sale, or as an offer to buy, or as a solicitation of an offer to buy, any of
such Shares. The offering is made only by the Prospectus.

The California Oregon Power Gompany

Copies of the Prospectus may be obtained from the undersigned only by persons to
whom the undersigned may legally offcr th se Shares under applicable securities laws.

The First Boston Corporaticn
AN
Dean Witter & Co.

First Californ*a Company

“Elworthy & Co.
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 Lower Earnings in 194
; By ROGER W. BABSON .
Mr. Babson predicts lower corporate earnings in 1948, although

gross business may still hold up.

Says, in buying or selling stocks,

it would be wise to look up stock averages of 1932 and add to

them 509,. )

This is no time to make forecasts as to business in 1948. Per-

sonally, I think it will be better than most people predict; but when

it comes tc
net ‘earnings,
after taxes, I
fear they will
aggregate less
“ in 1948 than
in1947. The
year 1947
should see the
tops for such
net earnings
for most of
the large cor-
porations.
With the pub-
lic pressing
from above
for lower
prices, with
labor and taxes pressing from be-
Jow causing higher costs, the net
earnings of most companies are
sure to shrink.

. Commodities are beginning to
crack due to-competition. Only
parity legislation is holding up
farm prices at the present time.
¥ven the farmers themselves
know that their present honey-
moon will someday be over.
Moreover, -wages have- not yet
stabilized. Certain groups are en-
‘titled to further ircreases and
will ‘get them; but workers’ effi-
ciency will soon begin to improve.
When we know some idle man is
waiting for our job, we will
speed up and give a dollar of
work for a dollar received.

Real Estate—with the exception
of distressed sales—should re-
main at about present levels for
some time . further, although
there has been a slowing up in
real estate sales, Inflation has al-:
‘ways been in operation over long
periods. The recent inflation epi-
demic has about reached its cli-
max for the present, The next
move within a few years will be
toward deflation, followed later
by further  inflation,
breaks which started in with the
fish industry a year ago, are now
threatening real estate and com-
modities,

Stock Market—If wages, com-
modities, real estate, etc. — based
upon the money in circulation—

. are entitled to stabilize at around
50-100% above 1932, as the fis-
cal authorities claim, the stock
market is entitled to do likewise.
Therefore, When wondering
whether to buy or sell any stock,
it is wise to look up the price
average in 1932-33 and add 50%.
Moreover, it should be remem-
bered that stock prices depend
much more on earnings than on
reproduction costs,

The Next Depression will be
brought about by one of the
‘wheels of the business machine
cracking. This will stop the en-
tire machine for the time being.
Perhaps the cracking wheel will
be farm prices; perhaps. foreign
trade; perhaps labor unions; and
perhaps government finance. It
seems too bad that a depression
seems to be necessary:once in a
while, but such is required in
order to awaken in people the de-
sire to work and produce to their
best ability. If you will read the
preface of my book, “Fighting
Business Depressions,” published
in 1933 by Harper & Bros.,, New
York, you will see I then fore-
cast on the fly leaf that the next
severe devression would come
between 1950 and 1955.

The Greatest Danger of a de-
pression ccmes through forced
distressed sales in . commodities,
real estate, stocks and even labor.
The greatest service which any
employer or investor can render

is to store'up cash now in times

Roger W, Babson

jtized for FRASER
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like these in order to help out
when these later distressed trans-
actions appear. For every addi-
tional person doing this,. future
distressed quotations will be less

employer will be very highly re-
warded for his foresight.

Small Businessmen especially

should beware of the squalls
ahead even although we may
have ‘one or more years of good
business. In {imes of depression,
the big -squall ‘unfortunately
comes upon those least able to
bear it. This especially applies to
the 400,000 returning veterans
who have recently started small
businesses. Those who are out of
debt and have sufficient capital to
carry them through a bad period
should weather the gale; but I
fear that the majority will
fold up. '
Competition is bound to be very
severe after the demand for goods
has once been filled. Too many
concerns have gone into manufac-
turing new products or products
which they have never manufac-
tured before. This means a
glutted market someday in autos,
refrigerators, radios, = vacuum
cleaners, deep freezers, etec. —
products for which people are
now clamoring.. This over-pro-
duction coupled with increasing
unemployment will surely result
in lower earnings for most com-
panies in. 1948 even although
gross business may still hold up.

Cantor; Fitzgerald & Co.
To Be Formed in N. Y.

Cantor, Fitzgerald & Co., mem-
bers of the New York Stock Ex-
change, will be formed as of July
with offices at 61 Broadway,
New York City. B. Gerald Cantor
will acquire the Exchange mem-
bership of Roswell G. Hawkins,
and will hold partnership in the
firm with John J. Fitzgerald and
Jack J. Bernstein, general part-
ners, and G. Rogers Bleakley, Ir-
ving M. Moss and Edith B. Geller,
limited partners. Messrs. Cantor,
Fitzgerald and Bernstein are offi-
cers of B. G. Cantor & Co., Inc.

Wisner & de Glairville
New NYSE Firm Form’g

As of July 1, the New York
Stock Exchange firm of Wisner &
de Clairville will be formed with
offices at 40 Wall Street, New
York City. Partners will be
Charles H. Wisner and Raymond
de Clairville, both members of the
Exchange, Mr, Wisner has re-
cently been doing business as an
individual floor broker and prior
thereto was a partner in Wain-
right, Luce & Willetts. Mr. de

Clairville was a partner in Marx
& Co.

S. A, 0’Brien With--
Newburger, Loeb & Co.

Newburger, Loeb & Co., 15
Broad Stireet, New York City,
members of the New York Stock
Exchange and other Exchanges,
announce that S. A. O’Brien has
become associated with . them in
their Investment Research De-
partment. Mr. O’Brien has for
many years -specialized in re-
search, analysis, and investigation
in the public utility field, =

severe. Moreover, the investor or,

(Continued from page 18)
apparent excess of available funds
over investment outlets in the
domestic scene should be a stim-
ulating factor.

The SEC and Foreign Loans

One of the most valuable pro-

tections which has been afforded
to the American investor since
the previous era of foreign lend-
ing is the information made avail-
able to him under thé- provisions
of "the Federal Securities laws.
Whether the provision of such in--
formation alone will give the full
measure of protection to Amer-
ican investors which they will re-
quire or which should be afforded
to them on their foreign securities
is another .question, The Secur-,
ities .and Exchange Commission
has, through years of administer-
ing the Securities Acts, learned
the importance and value of full
disclosure of information as a
means of protection to public in-
vestors in securities. In this con-
nection, it is interesting to note
that the International Bank will
register its bond issues under the
Securities Act of 1933. It must be
admitted, however, that there are
problems to be faced in connec-
tion with the flotation of foreign
securities in addition to and be-
yond those which emerge in the
course of domestic financing: The
political picture in a borrowing
country is one of the most impor-
tant problems. It has been sug-
gested that it is one where dis-
closure may have to be supple-
mented by admistrative action by
some government agency. Also of
utmost importance are the eco-
nomic ramifications which arise
from the intricacies of foreign
trade and commercial relations.
How these factors should be dis-
closed to public investors in for-
eign or international securities
are questions with which govern-
ment authorities are now' con-
cerned,
Aside ‘from personal and' insti-
tutional ‘remittances to ‘foreign|
countries, which are running at a
rate of about 750 million dollars
for 1947, it has been estimated by
experts in the field that private
investors will furnish up to a
maximum of 500 million dollars
of long and short-term -capital.
While it is encouraging that pri- |
vate capital is beginning to flow
into international investment, it
is apparent that such private in-
vestments at present cannot begin
to cover the deficit of the rest of
the world in its trade with us. If
we cannot devise the means of
financing  the difference between
our exports and our imports dur-
ing the crucial period when other
nations are repairing, moderniz~
ing and developing their econ-
omies, we may well be faced with
the necessity of a serious reduc-
tion in our own national income,
with a substantial reduction in
our own standard of living,

The Record

In order to get the complete
picture of the situation, let us look
at what has already been done.
During the course of the war the
United States' furnished other
countries with goods and services
of a value in excess of 50 billion|
dollars, We did this through the
mechanism of lend-lease. Our ex-
perience after the First World
War had taught us that it was.
politically futile and financially
unrewarding to seek repayment in
thg postwar period for the sup-
plies consumed in the course of
fighting the common enemy. Such
goods were unproductive in the
economic sense. Their consump-
tion did not contribute to the pro-
ductive capacity of the users; it
centributed to the winning of the
war and should be treated as part
of our share of that responsibility.

As a result, the United States
sought no payment for the goods
and services expended under the
tlendslease. programs-We.did, how-
ever, recognize the peacetime

value of the large stocks of civil~
ian-type goods such as food, raw
materials and machinery, which
had: already been shippéd to our
allies but not.yet used, and the
goods still in the process of manu-
facture or shipment—in the pipe-
line, so to speak—under the lend-
lease program. Agreements were
therefore made permitting the
lend-lease recipients to keep wpat
they already had and to receive
what was still in the pipe-line on

1% hillion dollars,

In addition to lend-lease goods
with a peacetime utility, there
were enermous quantities of
American property abroad in the
hands of our .Army and Navy,
which became surplus at the end
of the war. This property also had
a peacetime value and it has
been -dispesed of largely to the
countries in which it happened to
be located, on credit terms similar
to those applicable to the pipe-
line lend-lease supplies. The total
of these surplus property credits
is one and one-quarter billion
dollars.

In the case of the lend-lease
supplies left when the war ended
and the property which became
surplus, the United States was
acting as a banker almost by ac-
cident. Most of the goods involved
had already been purchased from
American manufacturers and pro-
ducers. through appropriation
made by Congress, Had the war
continued longer, these particular
goods would have been consumed
in waging it. When the war ended
and the goods, already located
abroad in large part, were recog-
nized as having a peacetime value,
we . simply said we would leave
them where they were if we re-
ceived the promises of the coun-
tries holding them to pay us their
agreed value with interest over a
period of time. This was a hap-
hazard aftermath of the fighting, a
cleanup operation. It was, in fact,
incidental ‘to our role as the ar-
senal of democracy, and not a
carefully. planned lending opera-
tion of the  Administration and
Congress, I do not mean to sug-
gest that it was not of enormous
benefit. to countries which re-
ceived the goods; for it meant that
the flow of supplies which had
proceeded: during the war was
permitted to continue to meet the
urgent needs- of the devastated
areas pending the resumption of
more normal trade relations in the
world. :

The transition from war to
peace was also accompanied by a
large-scale international relief
program, which, unlike the other
immediate postwar assistance, had
been anticipated and carefully
planned. The United States in
1943 had joined the othér United
Nations in the creation of UNRRA

whose territory had not been oc-
cupied by the enemy, contributed
a share of the operating expenses.
Our portion, based on national in-
come, amounted to 2 billion 700
million dollars — about 70% of
the total. Great Britain, Canada
and other parts of the British Em-
pire were -the other major con-
tributors,

UNRRA’s task was to provide
relief and rehabilitation supplies
in the war-torn areas as the
armiles moved on to the homelands

tries which themselves could af-
ford to purchase such supplies re-
quired by their people, and as a
result, the Western European na-

tions, particularly, were required

sources to meet their immediate
relief needs, thus seriously reduc-
ing their ability to finance their
reconstruction requirements.
UNRRA’s assistance went prin-
cipally to Western Europe, the
Mediterranean area and to China,
and spanned the period from the

credit terms; These credits total

to -which all of the members,

of Germany and.Javan, None of!
UNRRA’s suplies went to coun-|

to use their gold and dollar re-:

'The United States—Banker to the World

liberation of the countries in-
volved to the end of this month.
That the relief assistance provideq
through UNRRA is not adequate
to cover the remaining relief re-
quirements, however, is indicated
by the recent Congressional au-
thorization for an additional’
American relief program in Eu-
rope and Asia of 350 million dol-'
lars, and a special provision for’
Greece,

No Compensation For Relief

As in the case of the lend-lease
aid we furnished during the war,
the United States has recognized
that relief is necessarily a char-
itable undertaking for which we
cannot extract compensation. It is-
part of the cost of winding up the
destruction and tragedy of war,
and unless it is handled by speedy
and adequate grants-in-aid, the
wretched  political and economic
disorder which would linger on
would tend to nullify our great
objective of . securing a stable,
prosperous and secure peace,

I should mention that the Amer=-
ican occupation forces in Ger-
many, Austria, Korea and Japan
have also been forced by the com-
pulsion of events to furnish sup-
plies to the inhabitants of these
areas in order to prevent starva-
tion and civil disorder. Over one-
billion dollars has already been
spent for this purpose, and the
amount will reach two billion
dollars by .the end of the next fis-
cal year. These expenditures are
reflected in the occupation costs
which are charges against the
economies of the occupied  areas,
but it is -difficult to say what part
will ever be repaid. It is at least
clear that these expenditures fall
outside the 'normal financial
transactions with which a banker
—even a government acting as a
banker, would be concerned.

I ‘have summarized the emer-
gency measures we have taken
and the postwar credits we ex-,
tended in order-to close out the
war account, because it is impor-
tant-to know how much assist=
ance has already been furnished
and because it is impossible, to
discuss America as the world’s
banker without referring to all of
the means we have used to date
in order to finance the enormous
total export of American goods
and- services during and since the.
war. Most of the measures I have
described are now things of the.
past. Only a small part of the
financial "assistance involved In
such measures will be available
hereafter to cover the cost of the
things we shall ship abroad in the
future, It is therefore necessary.
to turn now to the more usual
credit arrangements we have util-
ized since the summer of 1945,
when the Japanese surrend_eregi,
and to try to analyze what lies in
store for us as the world’s banker
in the future, p

With the "surprisingly sudden
end of the Pacific War in the sum-
mer_of 1945, it was apparent that
the contemplated usefulness of the
International Bank was still in the
future. It was not only important
for us that our people continue to
be employed and the possibilities
of our agricultural and industrial
capacity realized, but it was cru-
cial to the rest of the world to
have available American agricul-
tural products and manufactured
goods. There was at hand as an
instrument, the Export-Import
Bank, which had been in existence
a number of years and whose role
had been the financing of Amer-
ican exports. Congress autho-nzed
an increase in the bank’s capital
from 700 million dollars to three
and one-half billion dollars, and
the bank proceeded to make sub=
stantial reconstruction loans. To=
day the available capital.of the
Export-Import Bank is not more
than one billion dollars, and un-
less a further increase in its cap-
ital is secured, this method of
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financing our international trade
will soon be exhausted,

UK’s Special Problem

In addition to the loans of the
Export-Import - Bank, it was rec-
ognized that the United Kingdom
presented a special problem whose
significance and size demanded a
special solution. An .agreement
was negotiated with the United
Kingdom by which we undertook
to furnish 3% billion dollars, re-
payable over a period of 50 years
with interest at 2%, and the
United Kingdom agreed not only
to repay the money which it bor-
rowed, but to remove exchange
controls from the use of sterling
so that, within prescribed periods,
transactions between the British
and ourselves, as well as other
transactions  involving sterling,
would be free of the hampering
restrictions which a contracted
eéconomy and the compulsions of
war had necessitated. Britain’s
blight has become even more se-
rious since this loan was made,
and recently doubt has been ex-
pressed whether our assistance is
sufficient to tide Britain over until
she can achieve a balance on in-
fernational account,

Fortunately, there are in exist-
énce now the two Bretton Woods
institutions upon which we have
relied so heavily to bring the
world back to orderly interna-
tional exchange transactions and
to finance the world’s reconstruc-
tion and development needs.

The International Monetary
Fund, with total assets of about
seven billion dollars, of which the
United States’ share is two and
three-quarters billion, has begun
its operations. It will be possible
for its members-to secure substan-
tial help from the Fund to ease
‘them  over temporary  exchange
difficulties, But the total amount
which can be made: available to
any one country is limited, and
the Fund cannot successfully cor-
rect a disequilibrium in a coun-
try’s balance of payments which
is likely to persist for any length
of time, 2
.. The International - Bank, the
other Bretton Woods institutiozn.
is also in operation. Its function
is to undertake the long-term fi-
nancing of its members’ recon-
struction and development needs.
The: Bank has just concluded an
agreement with France by which
it has made available 250 million
dollars for the implementation of
the French plan for reconstruction
and modernization, known as the
“Monnet Plan.” It is quite pos-
sible that an additional 250 mil-
lion dollars may be loaned to
France before the end of the year.
There are also before the Bank
how loan applications from other
countries which total several bil-
lions of dollars.

International Bank Needs

: Investors

The Bank, however, cannot
satisfy all of these needs without
the assistance of American inves-
tors. Under the Articles of Agree-
ment of the Bank, its member
countries have subscribed about
eight billion dollars. of capital.
‘The United States’ subscription to
this capital is three and one-fifth’
billions, ' But “the. total amount
subscribed is notavailable to the
Bank for its lending -operations.
Only 20% of the subscriptions can
be used for making or guarantee-
ing loans. The remainder provides
security for the purchasers of the
Bank’s own obligations, In other
words, the Bank. is expected to
raise money with which. to carry
on the greater part of its lending
operations by the sale of its own
obligations to the public. For the
time being, it is unlikely that the
Bank’s securities can be marketed
in any volume outside of the
United States. This is not only
the result of the stringency of cap-
ital markets elsewhere, but also
of the fact that it is dollars which
are needed to purchase the Amer-
ican goods which necessarily make

up the bulk of the reconstruction |

and development - supplies the

Bank will finance, It is reported
that the Bank will make its first
offering of debentures during this
summer. I do not know, of course,
what the amount of the issue will
be., but I should suppose that its
initial offering would not exceed
two or three hundred million
dollars since it will be necessary
to proceed somewhat slowly with
the sale of these securities. While
they are heavily secured, they are
unfamiliar to the investing public,
There may well be a further issue
of the Bank’s securities late this
fall or eax;ly next year.

To summarize - the assistance
which can be expected during
1947 from' the International Bank,
it is necessary to recognize that
its paid-in capital available  for
lending has a value of one billion
five hundred million dollars, of
which only half is in the form of
United States currency or gold.
These funds, together -with the
two or three hundred million dol-
lars which will be raised in.the
capital market this summer, are
the ‘outside limits of the Bank’s
participation in international in-
vestment this year.'And even if
the Bank markets further amounts
of its obligations next fall or win-
ter, it is certainly clear that if
the Bank is {o carry out the tasks
intended for it by its member na-
tions, it must continue . to -issue
debentures in even larger amounts
during the next two or three
years, The destruction and. dis-
locations in the. world have: far
exceeded the estimates we made

planned. The International Bank,
at - best, is only likely to' furnish
a part of the capital' which will
be required between now and 1950
if the deficit at the present: rate
of other countries on international
balance is to be met. ‘
You will see that the peace we
spent so much of our treasure to
achieve is also costly, We have
already provided grants - in - aid
directly and through UNRRA' of
nearly three billion dollars and
we have furnished lend-lease, sur-
plus and occupied areas assistance
on credit or deferred ‘payment
terms in an amount in excess of
four billion dollars. We have made
available or committed - nearly
two and one-half billion dollars
through loans from the Export-
Import Bank and we have made
a line credit available to the
United Kingdom of three and
three-quarters billion dollars, Our
‘subscriptions to the International
Monetary Fund and -the Interna-
tional Bank amount to approxi~
mately six billion dollars.

Our Amazing Reconversion
Results

No one would pretend that the
United States has not already
made astonishing contributions te
the world’s recovery, but it must
also be admitted that our own
economy has been converted from
war to peace and maintained at
amazingly high levels. The num-
ber of people employed in the
United States today, outside of _the
Armed Forces, is over 58 million,
a larger number than were em-
ployed in the summer of 1945 at
the end of the surge of our war
effort. . Our national income is at
a ‘level of 180 billion dollars-a

year

and services amounted fo approx-
imately 10% of our national in-
come, and this year our exports
may be-in excess of this arhount:
I suppose it is a truism to say that
we cannot continue to export in
any such volume if we withhold
from our customers the means
with which to pay for what they
receive from us. But it is partic-
ularly essential that we under-
stand this fact. To the éxtent that
we buy from other countries
goods which they can produce, we
furnish the means of payment for
our exports. But today it is ap-
parent that we are not prepared
fo receive, and the world is not
capable of producing,. sufficient

goods and services tp equal those
which we are exporting: Last year

when the Bank and Fund were’

ar,
In 1946 our exports of goods|

our imports were only half of our
exports, and this year our imports
from Europe and the Far East
have actually declined, which re-
flects the failure of recovery in
those areas. In time, if the world
becomes = prosperous, we shall
come . closer to achieving a bal-
ance, but I think we shall con-
tinue to have a favorable balance
on international account for many
years., As a result, America will
have to continue to send its funds
abroad if it wishes to continue to
enjoy the benefits of large ex-
ports.

Last year the excess of our
exports over our imports was
eight billion two hundred million
dollars. This huge gap was fi-
nanced in several ways: foreign
countries used two billion two
hundred million dollars of gold
and long- and short-term assets
which they held in the United
States; we made long-term loans
abroad of three billion "dollars;
and the remaining three billion
one hundred million dollars was
covered by unilateral- transfers
consisting principally - of emi-

grants’ remittances ‘and UNRRA

assistance, Of the total loans and
unilateral transfers last year, pri-
vate transactions accounted for a
net of one billion dollars; the re-
mainder was governmental.

I hope that private investment,
stimulated by healthy economic
conditions abroad, will take up
much more of the slack in our
international account in the fu-
ture. But it seems clear that un-
der present uncertain' conditions

our international trade and our;

share of the world’s recovery will
have- to be largely financed
through our Government and in-
ternational organizations by means
of the sale of United States Gov-
ernment obligations to our citizens
and by taxation.

Based ‘on the first quarter of

1947, United States ‘exports of

goods and services would exceed
19 billion dollars for the year. It
is anticipated, however, that this
raté will not continue throughout
the year, and that there will be
a contraction of exports in the re-
maining ' months - of 1947, Of
course there may also be a further
reduction in imports, but it is
possible to hope that the gap be-
tween what we sell abroad and
what we buy will not exceed ten
billion dollars, It is certainly not
likely to be:less than eight billion
dollars. With the various means

of financing presently available,
the minimum gap we can expect
this year ‘will be met, but addi-
tional financing of a billion dol-
lars hefore the end of the year
will be required in all likelihood.
From all of the figures I have
seen and the predictions I have
heard, I do not think we can ex-
pect that the gap will be much
less in 1948, but by 1949, as a re-
sult of our present extensive re-
construction drive, particularly if
it is accompanied by.good har-
vests abroad in contrast to those
of the past two years, there should
be a much smaller gap, and we
can expect tourist expenditures
by Americans to rise considerably
to aid in offsetting it,

Our Future Commitments

On the basis of these expecta~
tions, we shall be faced with the
necessity of providing additional
financing abroad of one billion
dollars this year, three billion
dollars in 1948 in addition to ex-
isting credits extending into next

'year and from five to six billion

dollars for grants and loans in
1949 and again in 1950. The
amounts should be somewhat less
in 1951, and it is possible. that
thereafter the situation can be
stabilized with large but not stag-
gering investments each year for
purposes productive enough to re-
sult in a fair and sound return on
our money.

I realize that I have been
speaking in terms so vast and in
magnitudes so bewildering as'to
make it very difficult to compre-
hend these questions which face
us as the world’s banker. But the
vastness of the amounts involved
is -the - inevitable - result of the
overwhelming size of our produc-
tive capacity and our wealth
equally as much as of the extent
of the war’s destruction.

Let us consider one or two
aspects of our national wealth
which are perhaps not so well-
known and which bear very ma-
terially on our ability to discharge
the function of banker. The liquid
assets of the nation are of a stag-
gering amount. For instance, the
reservoir of our accumulated cash
and bank deposits alone as of the
end of 1946 amounted to more
than 150 billion dollars, Of this
about 120 billion dollars was held
by individuals, about 25 billion
dollars by corporations, another
5 billion dollars by State and local
governments, and the rest was

held by financial, educational and
eleemosynary institutions. .And,
bear in mind, I am speaking only
of cash and bank deposits — the.
most investible type of ' liquid
funds that we have, This does not
include other forms of highly
liquid savings such as short-term
securities, which in turn run into
many billions more, In addition,
it should be remembered that the
annual accrual of cash deposits
although it has fallen off since the
active war years, was still at a
very high rate in 1946, In that:
year, individuals alone accrued :
more than 12 billion dollars. All:
of these funds are in the hands of:
potential investors — institutional.
as well as individuals, -- i

Requirements for investment-
funds in the domestic field are so-
far below the available liquid-
amount to which I have just re=-
ferred that it would be only nat-
ural that investors should seek an
outlet in the foreign field at the:
earliest possible moment. This, as
I have said, will become a reality
when the obligations of the Inter- -
national Bank are offered publicly:
and as direct foreign obligations
become available in sound: and
attractive form. Also many corpo-
rations may wish to utilize their
excess liquid assets to make direct
investments abroad. To the extent
that private funds are sent abroad
in these direct and indirect fash-
ions, the call upon Government to
give assistance  will ‘be corre=
spondingly reduced.

Lending Must ITave Limits
It would be folly to embark on
the program that I have outlined
as necessary unless we have a rea-
sonable hope that the outcome of’
our efforts will be a stable -and:
orderly world and an expanding
and healthy international .trade.-
Obviously we could not continue:
indefinitely to give or lend limit-
less amounts of money each year..
Nor could other countries afford,
to repay us. As it is, we shall have
to expect repayment- over long
periods of time and at low rates
of interest if our debtors are not
to be destroyed by the burden of
their debts. It would be useless
for us to lend during this transi-
tion period in order to secure good
customers for the future and’
bankrupt these customers by the
terms of our loans. It would be:
equally tragic if we should bank-

(Continued on page 24)
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rupt ourselves in the process of
serving as the world’s banker, I
do not believe that either of these
results will occur if we proceed
to utilize our great resources dur-
ing the next few years in order to
provide the means of reconstruc-
tion and-~development which we
alone are capable of providing. It
is my belief that such investments
are the surest way to maintain
and protect our prosperity and
our own standard of living, As-
sistance in too small an amount
would not achieve the regenera-
tion of broken economies else-
where in the world and would be
money wasted. If we are to act
at all, we will have to ac_t ade-
quately, - My own faith in the
recuperative powers of men and
their societies is such that I be-
lieve we shall find, if we make
the investment which we know
would be necessary to do the job
thoroughly, that our international
trade and our own domestic econ-
omy will feel the stimulus of our
efforts and rise to levels we have
never yet attained in times of
peace, No one can promise, of
course, that we will have peace in
which to enjoy the benefits we
might expect, but of one thing I
am quite certain, and that is that
we cannot long expect to maintain
peace in the world if there is eco~
nomic chaos, For my part then,
there is little choice but for the
United States to undertake the
task of banker to the world. I
hope and believe that we can do
this without sacrificing the ideals
of individual effort and enterprise
which we cherish. Whether we do
or not will depend largely on
whether we citizens understand
and support America in her role
as the world’s banker,

California Ore. Pwr.
Gom. Placed on Market

Blyth & Co., Inc. and The First
Boston Corp. jointly headed an
investment banking group which
publicly offered June 24 at $22.25
per share an issue of 408,000
shares of The California Oregon
Power Co. common stock, par $20
per share, Of this total issue,
390,000 shares are being sold by
Standard Gas and Electric Co. and
the remaining 18,000. shares by
California Oregon which will ap-
ply - its . portion of the proceeds
from the sale to reimburse its
treasury for expenditures pre-
viously made for additions and
betterments to its properties, On
June- 23, the Securities and Ex-
change Commission approved the
application of the two companies
exempting the sale from” compet-
itive bidding requirements, At
the completion of the sale, ‘The
California Oregon Power Co. will
cease to be a subsidiary of either
Standard Power and Light Corp.
or Standard Gas and Electric Co.

Capitalization of The California
Oregon Power Co. adjusted to re-
flect this financing consists of
$15,425,000 in long term debt; 77,-
927 shares of cumulative preferred
stock, $100 par, and 408,000 shares
of $20 par common stock..

Negotiations are underway with
The Chase National Bank for a
credit aggregating up to $9,000,000
to- be used to refund California
Oregon’s outstanding unsecured
notes totaling $2,950,000 and to-
wards financing a 2-year con-
struction program.

Joins E. F. Hutton Staff
) Special to THE FINANCIAL CHRONICLE
LOS ANGELES, CALIF—
Douglass W. Hamilton is now with
E. F. Hutton & Co. 623 South

Spring Street,

¢
itized for FRASER ‘

Defends Finance
Gompanies

Laurence M. Jeger, Executive
Vice-President ‘of Wisconsin As-
sociation of Finance Companies,
says these concerns have driven
out- loan sharks and have set up
a high standard of fair dealing
with public.

In a talk before the American
Industrial Bankers Institute at
Denver on June 10, Laurence M.
Jeger, Executive Vice-President
and  General
Counsel of
the Wisconsin
Association of
Finance Com-
panies, after
reviewing the
history of usu-
ry throughout
the ages,
pointed out
that finance
companies:
have been in-
strumental in
effecting
sound con-
sumer . lend-
ing and in
introducing and maintaining rea-
sonable interest charges.

“After 2,000 years of 'usury,”
Mr. Jeger stated, “we have in one
generation, not only driven the
loan shark from our midst, but
have set up a higher standard of
fair dealing with the public than
has any other business, trade or
profession. :

“We are entitled not only to the
full confidence of the public, but
to their appreciation of the splen-.
did job we have done, and to their
good will and support.

“If any part of the public is
skeptical about our operations or
more or less antagonistic to our
business, it can only be because
we have failed to tell our story.
“If any believe that our charges
are too high, it is only because
we. have failed to tell them that,
despite efficient and economical
management, we average only
2% to 4% on volume and -only
4% to 8% on capital employed.

“For 2,000 years church and
state have thundered against usu-
ry and interest. For 2,000 years
the public have had not only dis-
trust but hatred for the lender of
money. Twenty-five years of
regulation and state supervision
will not of itself wipe out the
memories of the past. Our story
must be told the public. And, I
believe, that is why Myron Bone
selected this talk for part of your
program. ‘Interesting Interest’ is
a ‘commercial’ —a ‘commercial’
that you can use before your Ro-
tary or Kiwanis Club, before the
Men’s Club or the Women’s Club,
or wherever else you have oc-
casion or opportunity to speak.

“The historical matter at once
arouses interest and camouflages
the ‘commercial’ part, as it traces
usury and interest through the
centuries and in natural sequence
points out how consumer credit
has come to serve the public,

““The blood of the loan shark
is not in our veins.  His evil prac-
tices are entirely foreign to us.
We are in no wise his kin. We
are his conqueror. We are the
champion of those whom. he for-
merly enslaved,  We " are the
emancipator. In the space of a
generation, we have outlawed the
evils of 2,000 years, and have
opened a vitally needed source of
credit to honest men, based
largely on their character and in=
tegrity, and administered under
government guarantee as to fair
practices and reasonable rates.
“And so I humbly commend ‘In-
teresting Interest’ to your atten-
tion, because it smacks not of ad-
vertising or self praise, but on the

Laurence M. Jeger

have played and are playing také
its natural place -in  the ‘history

contrary, merely lets the part we

Monetary Fund Acls on
Gold Black Market

Warns illegitimate deals tl_n:eaten
world’s “ exchange stability.

WASHINGTON, June 23.—The
International Monetary Fund to-
day went on public record that it
will takevigorous action to abol-
ish the international black market
in gold. In a statement issued by
Camille Gutt, Managing Director
of the Fund, he urged member
governments
to bring into
compliance
non - member
governments
through whom
premium
transactions
were being
cleared.. .« &

Mr. Gutt’s
statement for
the Fund fol-
lows:

“The inter-

national
Monetary
Fund has
given consid-
eration to the international gold
transactions at prices substantial-
ly above monetary parity which
have been taking place in various
areas of the world. Because of
the importance of this matter the
fund has prepared this statement
of its views:
. “A primary purpose of the Fund
is world exchange stability and it
is the considered opinion of the
Fund that exchange stability may
be undermined by continued and
increasing external purchases and
sales of gold at. prices which
directly and " indirectly produce
exchange transactions at depre-
ciated rates, -

Camille Gutt

Practice Growing

“From information at its dis-
posal, the Fund believes that un-
less discouraged this practice is
likely to become extensive, which
would fundamentally disturb the
exchange relationships among the
members of the Fund. Moreover,
these transactions involve a loss
to monetary reserves, since much
of the gold goes into private
hoards rather than into central
holdings. )
“For these reasons, the Fund
strongly -deprecates international
transactions in gold at premium
prices and recommends that all of
its members take effective action
to prevent such transactions in
gold with other countries or with
the nationals of other countries,
“It is realized that some of these
transactions are being conducted
by or through non-member coun-
tries or their nationals. The Fund
recommends that members make
any - representations which, in
their judgment, are warranted by
the circumstances to the govern-
ments on non-member countries to
join with them in eliminating this
source of exchange instability.
“The Fund has not overlooked
the problqms arising in connection
with domestic-transactions in gold

.|at prices above parity. The con-

clusion was reached that the Fund
would not object at this time to
such transactions unless they have
the effect of establishing new
rat.es. of exchange or undermining
existing rates of other members,
or unless they result in a signifi-
cant weakening of the interna-
tional financial position of a mem-
ber which might affect its utiliza-
t}on of the Fund’s resources.

“The Fund has requested its
members to take action as
promptly as possible to put into
effect the recommendations con-
tained in this statement.”

The National Advisory Council
on International Monetary and
Financial Problems is in full ac-
€ard..;with, the; statement of ‘the

I

of interest,”

[

yiews of the International Mone- |-

wethyfiotary JFundsgueted. above, . - wsu2: | Latin America, have already taken

Warns Present Export Trade Is Abnormal

Guaranty Trust Company of New York points out .large export
volume is due to temporary conditions, ayd until our import situa-
tion is clarified, dollar shortage will continue.

The Guaranty Trust Company of New York in the current issye

« aranty Survey,” its monthly review of business and finan-
2fa1T§§1c(i}iltlions, }éalls atténtion to the unbalanced situation in our

present foreign trade. According to the bank’s analysis:

“The abnormal character of our
foreign trade since the end of the
war is shown by the comp051t1_on
of the trade, the extreme disparity
between exports and impor'ts, apd
the methods by which this dis-
parity has been financed. Of the
nearly $15.3 billion in gpods and
services supplied to foreign coun-
tries by the Upited States last
year, only $7.1 billion, or 46%,
was paid for through goods and
services sold to the United States.
About $3.1 billion, or 20%, was
given outright unde'r govern-
mental or private auspices; an ap-
proximately equal amount was
paid for with the proceeds _of
loans; and the remaining $2.2 bil-
lion, or 14%, was financed by the
liquidation of foreign assets, in-
cluding gold. ;
“The proportional disparity be-
tween exports and imports so far
this year has been much greater
than it was in 1946. The differ-
ence in value between recorded
exports and recorded imports last
year averaged $400,000,000 month-
ly. The corresponding average
for the first four months of this
year is $741 million.

Removing Trade Barriers

“A substantial increase in the
exporting capacity of the im-
portant industrial nations of Eu-
rope and Asia could materially
alter the foreign-trade outlook.
Whether such an increase can be
achieved in the near future is a
crucial - question, not only in its
bearing on the outlook for the ex-
port trade of the United States in
coming months, but also in con-
nection with the establishment of
the proposed International Trade
Organization, now under discus-
sion at Geneva. The effort to pro-
mote international trade on. a
broad multilateral basis has ap-
parently encountered a major
impediment in the failure of for-
eign production to attain the an-
ticipated levels.
“Critical shortages due to the
lack of production are forcing
international trade into more ‘and
more restricted channels and re-
sulting in a wave of bilateralism
that runs directly counter to the
spirit of the Geneva conference
and the aim of the foreign com-
mercial policy  of the United
States. The State Department re-
ports that, from the end of the
European war to last March, more
than 100 bilateral. agreements
were in effect between European
countries, exclusive of the United
Kingdom and Germany. This bi-
lateralism, ‘it appears, is strongly
disliked, even by the nations that
are practicing it most actively, but
is regarded as an unavoidable evil
under existing conditions. A
broad increase in supplies of es-
sential materials is the only visible
means by which the present un-
welcome trend can be reversed.

Other Possible Sources of Dollars

. “It is hardly conceivable that
Imports can increase fast enough
in the near future to permit the
present rate of exports to continue
without radical changes in other
factors, such as loans, gifts, and
the use of gold and dollar bal-
ances. The liquidation of foreign
5iollar balances as a means of pay-
ing for American goods and serv-
Ices can probably be accelerated
for a time. Resistance to further
liquidation of dollar holdings,
hovx_/ever, would probably increase
rapidly .as the balances were re-
duced; and. in any event, such
liquidation could be no more than
a-temporary -influence on our ex-
port trade. &

“Foreign countries, especially in

steps to prevent the dissipation of
their dollar assets by tightening
import controls. Almost all the
Latin American nations expe-
rienced large increases in their
holdings of dollars during the
war. The general belief was that
such holdings were ample to
provide for exceptional post-
war needs. But the rapid in-
crease in prices of their imports,
combined with declines in prices
of some of their agricultural ex-
ports, left them in a less favor-
able exchange position than they
had anticipated. At the same
time, the unavailability of most
types of durable goods for some
time after the war led to the use
of foreign exchange for the pur-
chase of luxury products for indi-
vidual consumption instead of
equipment for industrial develop~
ment. Recognizing these danger-
out tendencies, many countries
have imposed new restrictions on
the importation of nonessential
goods to conserve dollar assets for
the purchase of equipment that
will contribute to their producing
and exporting capacity over the
long term.

““The possibility of increases in
loans and gifts has probably be-
come somewhat stronger since the
beginning of the year. As far as
gifts are concerned, the ultjmate
potentialities of the new policy of
cxtending economic aid to rations
threatened with external pressure
appear to be very great, although
recent official statements indicate
that, for the time being, no such
aid is planned except the pay-
ments already approved for
Greece and Turkey. This source
of dollar exchange, wh_ile poten-
tially very important, is still too
indefinite to be relied upon as a
future influence on trade.

“The outlook for loans has been
clarified to some extent_ by the
beginning of active finapmal oper-
ations by the International Bank
and Monetary Fund, and there
seems to be an expectation that
these institutions - will expand
their activities very substantially
within the next few months. How
far such expansion can go, how-
ever, will depend to a great extent
on the attitude of the American
investing public toward the de-
bentures to be issued to finance
the lending operations. Thisis &
test that has not yet been faced.
The other major lending agency—
the Export-Import Bank—Is ap=
proaching the limit of its lending
capacity and seems likely to beda
diminishing factor in the trade
outlook. )

“All things considered, it seems
necessary to regard the large vol-
ume of exports as a temporary
condition in the sense that it can=
not continue without drastic
changes in the basic factors un-
derlying it. Until the outlook for
imports becomes much clearel"
than it is at present, there can beé
no assurance of permanency fOI;
the current level of our eXpor

trade.”

With Ted Weiner & Co-
Special to THE FINANCIAL CHRONICLE
SAN FRANCISCO, CALIF—~
Harry Abinanti, Sr. has becGi”
affiliated with Ted Weiner ?
41 Sutter Street.

With Merrill Lynch Fll;m
Special to THE FINANCIAL Cnnoch.M -
NEW ORLEANS, LA.——-Stt. ffao <
J. Flotte has joined the s'a

Merrill Lynch, Pierce, Ftenne‘
Beane, 818 Gravier Street.
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New York Security Dealers Association

Frank Dunne, Dunne & Co.; Joseph Mayr, Joseph Mayr & Co.; Bert Seligman,

Mel Wien, M. S. Wien & Co.; Frank Koller, F. H. Koller & Co.; A. M. McNulten, Ward & Co.; Irving A. Greene, Greene & Co.
F. H. Koller & Co.; John J. O’Kane, Jr., John J. O’Kane; Jr., & Co.; Gene Stark,
Merrill Lynch, Pierce, Fenner & Beane

Sam Gold, Lilley & Co., New York; Nat Krumholz, Siegel & Co.; Tracy R Engle, Eob. Heriog, Hersay, & Tos Eainey Nig*;:’grcog;‘ %gqu&&cg;j Joseph Goldenherg,
oy ) ) ) $ 2 0., ) ! .
* ‘Buckley Brothers, New York; Stan Shaw, Josephthal & Co. bl ,

» : ird & Co.; Bill Volk, Hemp- Julius Golden, Greene & Co.; Lou Walker, National Quotation Bureau; Martin King,
%:%n ﬁgﬁgﬁnﬁui}% g ﬁ%ﬂiﬁbﬁgmfhgg” g::u}\ﬁgn%ighilr'za & Co.; Bill Carey, Blair F. King & King Securities Corp.; Herbert Singer, Luckhurst & Co.

Claybaugh & Co.
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Annual Outing Held June 20th, 1947

“Hank Serlen, Josephthal & Co.; Maury Hart, New_ York Hanseatic Corp.; Otto H. Tom Greenberg, C. E, Unterberg & Co.; Lester Pett, R. H. Johnson & Co.; Edward
Steindecker, New York Hanseatic Corp. Breen, R. H. Johnson & Co.; Harry Orloff, Troster, Currie & Summers

Louis P. Singer, Troster, Currie & Summers; Kenneth

Irving Gerst te : ; Jack Gertler, Gertler, Stearns & Co.; Abe Strauss,
Hall, Kuhn, Loeb & Co.; Arthur Schwartz, Bache & Co. § Cerpien, Ucniien & Prewcel; Henty B, Gerster, iy y

Hettleman & Co.; W. F. Moss, National Quotation Bureau Strauss Bros., Inc.; Dick Abbe, Van Tuyl & Abbe; Joe
¢ Donadio, Strauss Bros., Inc. .

4, »

g

‘Henry Dittmer, Geyer & Co.; Edward Ruskin, Ward &- ~ Clarence Nelson, Baker, Weeks & Harden; Duke Hunter . copT
Co:; Tom Doyle, Ward & Co. - : Aetna Securities Corp.; Hermlan A. Feldmann, Ira Krupmd{;g%‘?i‘;f" S;a:rlglptt. and ‘James D. Colyer,
Geyer & Co . na Securitie :

itized for FRASER
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r

At Ih'}ginéers Golf Club, Roslyn, L. L

. ’ Lester S. Greenwald, Wellington & Co.; Arthur Hatz, Reg. Knapp, George D. B. Bonbright & Co.; S. H.
a. Moty Estabrgok & Co&K‘e n Howard, J. 4, Hogle Arnhold & S. Bleichroeder, Inc. Junger, Junger, Anderson & Co.; Mort Gartman,
& Co., New York City .Josephthal & Co.

s

" incent Fitzgerald, Fitzgerald & Co.; Eugene V. Lawson, ite O’Keefe, Executive Secretary of the Carl I. Taber, guest; Ralph T. Tyner, Jr., Peabody,
Schivtinm & Co.. Frarik J. McCall, Schwamm & Co. Mrs. Marguerite C s Alorylires J. Tyner & Co.; Mt. Vernon, N. Y. Howard P. Frey,
m & Co.; Fran| Nel.u York Secumyo,ﬁi%lfirsgfessfczatwn, ‘homasv Howard P. Frey & Co.

itized for FRASER
/lfraser.stlouisfed.org/
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Fred J. Rabe, F. J. Rabe & Co.; Wm. Hart Smith, Hart Smith' & Co.; James Currie, Jr.,

Troster, Currie & Summers; John Butler,

Irving L. Feltman, Robert C. Eble, Thomas F. Rooney,
Everett F. Wendler and Ken Leibert, all of-Mitchell
IS U TN & Co.

Harry Michels, Allen & Co.; Harold Allen, Allen & Co.;

Sam King, King & King Securities Corp.; Jack Bloom,

Public National Bank & Trust Co. of New York;
Graham Walker, National Quotation Bureau

itized for FRASER

Attended by Over 200 Members and Guests

THE COMMERCIAL & FINANCIAL CHRONICLE

Thursday, June 26, 103}

-

Ted Plumridge, J. Arthur Warner & Co.; Merritt Coleman, Allen & Co.; Larry Wren,

Geyer & Co. Allen & Co.; Gerald F. Kane, Luckhurst & Co.; James Siepser, Shaskan & Co.

E. Grauer, Goodbody & Co.; J. S. Reitenbaugh, Good-
body & Co.; E. G. Christopher, guest; H. R. Schmitt,
) Pulis Dowling & Co.

George A. Dewey, Jr., R. H. Johnson & Co.; T. Reid
Rankin, R. H. Johnson & Co.; Page Mason, Luckhurst
& Co.

Bill Kumm, Dunne & Co.; Arthur Burian, Struuss Bros.,

Inc.; Harry MacCallum, Jr., Peabody, Tymer & Co.,

Mt. Vernon, N. Y.; John H. Valentine, John H. Valen-
tine & Co.

Ernest Lienhard, Sid Woolwich and Bert Pike, all
Troster, Currie & Summers
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The 1947-1948 Business Outlook

(Continued from page 2)

in important areas to meet the
demands of the primary postwar
pulge. There is available an am-
ple supply of war-trained per-
sonnel to operate these expanded
facilities. An abundance of capi-
tal, an important agency of pro-
duction, left over from war ., .
pillions of new money that came
into existence to buy war products
continues in existence in peace
as capital , . . though it may not
work with its usual force because
prospects for gain are not com-
mensurate with risk. And not un-
jmportant on the supply side there
is being added to domestic pro-
duction, some of which is al-
ready reaching flood-stage, an
increasing amount of imported
goods, pulled to this country by
high prices in terms of dollars
the world wants,

On the demand side the capacity
to buy is not keeping in proper
balance with increasing supplies
. . . the professional economist
calls it “equilibrium,”

Dollar signs are confusing our
thinking about balanced supply
and demand. High wages not
compensated by  higher produc-
tion, inefficiency . in production
and in distribution, lost time from
strikes, slow downs, absenteeism,
all of which become price; taxes

d of all kinds, all of which become
price; social reforms that cost
money, all of which must ulti-

fl mately lodge in price . . . all this
has carried prices of goods pro-
duced by some groups beyond the
power of other groups to buy, be-
yond the will to buy of still other
groups,

Capacity to buy?

Money Not Wealth

How deplorable it is that we are
oyerlooking, and in some very
high places, the elementary eco-
nomic fact that money is not
wealth. We made the same mis-
take at the end of World War I;
money became the dominant value,
Americans Jost belief in any thing
else, and we got into serious
trouble. “We are repeating the
same'mlstake in post World War
1I. Gilded economic phrases about
“backlog of savings” and ”in-
creased mational income” mean
less than some think in terms of
goods and services that can be
bought. The buying power of
savings will help some, but the
power to consume in the future
will be the power to produce, for
men can be paid only out of what
men themselves produce and, the
payment for the exchange is al-
ways made with a two-dimension
dollar- that measures alike what
we sell and what we buy.

But to get back to our topic ...
this is not intended as a review of
high school economics. "

As background. for predictions
on the immediate outlook we have
'§ald' that generally the existing
supply-demand situation points to
further price declines; however as
an overall movement this appears
to be some time away. For the
:n@medlate outlook it seems cer-
baln that price adjustments will

e very mixed . . . some down,
Some up, some delayed.

Such a prediction is obviously

conditional: upon a free working
[ €conomy; fundamental economic
i adjustments: are' being upset by
y i}lbsxdxes and guarantees on par-
| :1cular:commodities. And the in=-
+ fluence of our foreign policy on
_’-D.rlces. will.‘be considerable; as-
 sistance; abroad running into bil-
~lions: will: clearly be inflationary,
for we are not sending dollars
isibroad;we‘are sending goods, and
In amo_runts which greatly lessen
gomestlc supply. We have just

€en told by Washington that “ru-
dimentary rehabilitation needs”
for foreign' assistance can be met
only by expenditures running to
$5,000,000,000 .or $6,000,000,000 a

itized for FRASER
p.//fraser.stlouisfed.org/ .

year, for “another three or four
years,”

But such general observations
don’t help much,

Price Reversal

Conditioned upon' fundamental
economic adjustments, if we keep
in mind the supply-demand prin-
ciple as a starting point and re-
member that forces which cause
prices to go down are actually the
same forces that cause prices to
go up . . . merely working in
reverse order fo correct excesses
one way or the other ... we can
guess better what will happen in
paytxcular price movements, Along
this line of reasoning we can look
for the severe price breaks in
those commodities where prices
have moved un highest from pre-
war levels; some prices for ex-
ample are up 200% and more
while others, such as gasoline, are
near prewar levels, It is very
unlikely, then, that gasoline will
go down indeed, under pressure
of higher costs and taxes it may
conceivably have to go up . . .
like lamp bulbs, G. E. lamp bulbs
had to be increased 5 to 6% June1
because, as the company explains,
material and labor costs had gone
up so far it could no longer ab-
sorb the 5% federal excise tax on
lamps. These are just examples of
course.” Other price adjustments
will naturally be delayed where
commodities are still in short sup-
ply: automobiles as an example
here are many months away from
anywhere near restoring the de-
ficiency in the nation’s stock .of
automobiles, even when demand
is measured at prewar levels.

To say that adjustment will be
working to “correct excesses,” is
to say of course corrections from
some point.

When the history of post-World
War 1I is written we shall very
likely read that the whole econ-
omy moved back in an adjustment
process to relationships existing
before the war . . . relationships
that existed in terms of the num-
ber and quantity of things owned
and used and enjoyed by a certain
number of people in certain in-
come groups, This is reasonable,
those prewar relationships were
developed over a long period of
time in a normally functioning
economy. ’
~Clearly there will be a few ex-
ceptions to this . .. rew products,
new and changed desires. And the
relationships after adjustments
will no doubt have to be measured
for some time =at higher dollar
values because enormous losses of
war that were paid for with new
money will be distributed and
absorbed to some extent in a
higher general price level.

Still discussing the immediate
outlook—

Prices are the center-weight of

'the whole economy and what

happens to prices is in the main
what happens to business condi-
tions. As prices move down in-
dustry by industry under pres-
sure of increasing supply and a
relatively lower demand, in the
white glare of intense competition,
few businesses in the industries
affected will be able to maintain
profits at present levels. Weak
financial conditions in particular
companies will be made apparent;
the financially weak, the ineffi-
cient, the marginal businesses, will
fail. Production and distribution
will go down, operations will have
to be tightened, there will be
fewer jobs.

How Deep a Recession?

The question naturally occur-
ring at this point is will this proc-
ess spread far enough and fast
enough to cause a major business
recession.

There is no accurate answer to
this, but the chances appear good
that, unlike the sorrows in Shakes-
peare’s Hamlet,' the adjustments

ahead will come as single spies
and not too much in battalions.
These mixed and gradual adjust-
ments should cushion the econo-
my against dislocations of a large
recession force.

But maybe not.

We have been looking to the
automobile industry and to the
building industry ... . the “bell-
cows’_’ of economic progress or de-
pression . . . to provide a counter
force against a dangerous aggre-
gate of postwar adjustments. How-
ever, effective demand in both
these industries is being lessened
by controls and high prices, and
it is effective demand that is
needed to make an industry go
round . . . the problem is not one
of production.

Dangers of Consumer Credit

Controls

Effective demand in the auto-
mobile industry has already been
narrowed by high prices to a size
rr}uch smaller than prewar dimen-
sions and effective demand is be-
ing further narrowed by an awk-
ward control of installment sales
credit under Regulation W. Take
an example I ran across a few
days ago: A four-door Plymouth
sedan in 1940, could be bought for
$292.00 down and eighteen month-
ly payments of $31.91. Today the
same Plymouth requires $453.00
down and fifteen monthly pay-
ments of $60.40. These payments
of $60.40 a month require an in-
come of $362.40 a month unless
more than 20% of income is spent
buying automobiles.

When the small cash market is
saturated, -when the automobile
industry gets down to the mass
market of car buyers in the lower
income groups that support it
with prices at anywhere near the
present levels, Regulation W, to
say the least, will need important
modifications.

Building

Effective demand in the build-
ing industry is being lessened and
destroyed by high prices. There
are no credit troubles here; in
fact subsidies and credits loose
beyond all reason are contributing
to existing troubles by pushing
prices up. And the trouble is
price. . . . $50.00 a week veterans,
no matter how much they are
aided with credit, find it diffi-
cult to pay for houses built by
$125.60 a week labor, and beyond
this a prudent veteran is not at-
tracted by a $10,000 house if he
thinks that in a year or two his
25-year mortgage will be more
than the house will then be worth.

Now no one objects to the
$125.00 a week for labor, if it is
earned in values produced; we are
discussing effective demand and
not wages. If houses cannot be
built at prices most people can
pay they will not be built for long,
and the men who build them will
gradually give up in unemploy-
ment what has been gained in
money wages. To the point of our
discussion, under such conditions,
the building industry could be-
come part of what may be a major
depression instead of a cushion
against one.

Thus we view the immediate
outlook.

Regular Adjustments

What I have tried to say so far
is that adjustments which must
come will in some areas be severe;
in other areas there will be no
adjustments; others will move up;
and in still others adjustments
will be delayed. And we have

said that this mixture should be
a cushion against any recession of
serious proportions provided ef-
fective demand is not lessened too
much in major industries - {'au=-
tomobile, building s} by-controls
and, ‘high' bﬁceg_u:me.m'i adf 1o &

. Descending o thebséeand" part

of our examination of the out-
look. ¢ % ' ‘

After adjustments have come in
all lines of business and prices of
everything people buy and sell
‘have settled down to a balanced
basis that will enable a normal
exchange of goods and services to
take place, business will then have
a foundation on which to build
prosperity.

Moreover the adjustment proc--
ess will have been a weeding
and cleansing period; a lot of dili-
gent loafing will have been elim-
inated, efficienicy will be greater.
Com_petition, the fight for actual
survival by some, will ‘bring our
whole business. economy back
nearer to the pattern of American
wealth. .. . which produces more
goods in less time, to sell for less
money. Real wages will go up
even if here and there in the ad-
justing process money wages may
have to come down. " And it is in
getting prices down rather than in
getting money wages up that the
greatest increases in standards of
living for the American worker
have come . .. reducing the prices
of automobiles from luxury limits
of $3,000 and above to “$590 FOB
Detroit” did more to increasz

American living standards than|®

all the money-wage increases of
all time.

And may I offer at this point
some business philosophy, as we
think of adjustments ahead.

Business reversals are not an
unmixed calamity, Economic his-
tory has been one of prosperity
and ‘depression and such alterna-
tions will very likely come in the
future regardless of any artificial
means we use to try to stop them.
But from depressions of the past
business has always learned les-.
sons, it has gained strength from
problems overcome,

As Emerson reminds us, “the
changes that break up a short in-
terval of prosperity of men are
advertisements of a nature whose
law is growth.”

The experienced business with a
reasonable reserve of capital and
credit resources should feel no
hesitancy about going ahead,
though reversals do come. It isa
time for critical study of old mar-
kets and new sales opportunities
and new and better ways to reach
them. It is a time to eliminate
waste, a time for new energies in
the direction of high efficiency all
the way around.

But enough of business philoso-
phy.

After adjustments then a bright
future, but we said in the begin-
ning that our prediction of a
bright future needs important
qualifications. To briefly discuss
only two: I

Importance of Credit

The first qualification is sound
credit, and it is named first be-
cause the future of credit is the
future of business . .. a future of
sound private credit . . . a future
of sound Government credit.

Private credit must be kept
sound by intelligent credit execu-
tives and bankers of this-country,
working together to make private
credit perform efficiently and in
full force its legitimate function
of moving goods and services in
the natural course of trade. If
this is done we can forget all the
empty talk about “inflation \of
credit,” for there is no evidence
anywhere that a legitimate ex-
pansion of private credit for com-
mercial use ever caused inflation.
This naturally excludes commer-
cial and bank credit for out-and-
out speculation.

Government credit must be kept
sound by keeping federal expendi-
tures in our peacetime economy
at limits of what can be collected
‘annually within provisions of a
sensible tax program. For no
matter how worthy the expendi-
tures. may be, new money arbi-
trarily; jssued to finance Govern-
fent deficits is inflationary. A
/wffolly different motive than the

necessities of trade govern its cre-
ation and there is no relationship
between .the needs of trade and
the new money issued. And unlike
an expansion of private credit
which completes an exchange of
value and is retired, new Govern~ .
ment credit-dollars ' created by
deficit financing remain in - the
money ' stream to disturb prices
and through them other relation-
ships in the business world.

As long as confidence in money

exists the exact influence on
prices of any given quantity of it
in circulation remains largely
guesswork; but we do know that
in some yet unmeasured amount
it is a force of tremendous pro-
portions in the quantities issued in
recent years; and in the quanti-
ties that may have to be issued
again. If expenditures now being
contemplated in Washington are
approved no sensible tax take
could support them in a self-sus-
taining peacetime economy. If we
keep printing new money in the
more dignified form of Govern-
ment bonds to. cover deficits,
there can be no sound business
basis for going ahead, dollar val-
ues could never be stabilized for
business to adjust to.
Without dollar stability there
can be no stability anywhere. “Iz-
vestia,” the Russian official news-
paper, uttered in derision a few
days ago a truth that was not in-
tended when it said, “the same
old American dollar is the reason
for everything.” y

So our first qualification
credit.

The second and last qualifica-
tion ... . and all we have said is
imbedded in this one . . . is that
if the future of bright possibilities
is to be reached we must go for-.
ward in the pattern of American.
wealth we discussed. And the
form of that pattern needs no re-
view with this group, but “lest
we forget” it is a pattern in which
the individual is the center of ini-
tiative and enterprise, free men
and. women working for high in-
dividual achievement, creating,
dreaming dreams and making
those dreams come true, forever
dissatisfied with :goqkd enough.”

*

The Outlook?

Adjustments will come, inter-
vals of prosperity will be broken
up, but if management and labor
and Government will intelligently.
work together in‘ the traditional
pattern of American wealth and
keep it free from further altera=~
tions, the future of this land of
ours is growing and green. Alive.
If we cover it more and more with
trashy ideologies of foreign lands
and alien minds the kind of
America you and I grew up in
will die.

'_f'hos. Bartsch Resigns

The board of governors of the
New York Curb Exchange has
accepted with regret the resigna-
tion of Thomas W, Bartsch as a
member and Class A Governor
of the exchange. Mr. Bartsch had
been a member of the Curb Ex-
change since April 22, 1931, and
a governor since February, 1942.

Mr. Bartsch had been active in
the administrative affairs of the
exchange during-his period as an
exchange governor, serving .on
many of the standing committees.
At the time of his resignation, he
was Chairman of the committee
on admissions and a member of
the committes on arbitration and
finance.

With Walter E. Travers, Mr.
Bartsch is forming the New York
Stock Exchange firm of Travers
& Bartsch. '

is

Levett Brothers in N. Y.

Charles M. Levett is engaging
in the securities business from of-.
fices at 70 Pine Stret, New York
City, under the firm name of
Levett Brothers. In the past he

was with W. D. Yergason & Co.
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Labor and Business Look

By JAMES B. CAREY '

(Continued from first page)

powerful minority, that always
reassumes as quickly as possible,
however, its-position of usurpa-
tion to make new seizures of
power and to breed new confu-
sions in the community,

No Bed of Roses

I will admit that being a busi-
nessman is not a bed of roses. The
role calls for hard work and for
the exercise of clear judgment.
There is nothing more erroneous
than the careless assumption that
a businessman is independent,
that he is his own boss, and that
he is answerable to nobody in the
operation of his business enter-
prise. When this idea is held by
one not a businessman, perhaps
no readily ascertainable harm en-
sues. But when the assumption is
held by a businessman, the im-
pact on the community and its
people is adverse in varying de-
gree, but adverse nevertheless,
because it goes to swell the un-
rest, dissatisfaction and turmoil
that is so prevalent in the United
States today.

Let us dissect out the relation-
ship of the businessman to the
community. Everyone knows the
process by which  individuals in
the great majority of cases, be-
come businessmen. - Usually the
-businessman is a worker who,
through possession of unusual
ability and the accumulation of
some savings, feels the urge to
launch out for himself in his
chosen line of endeavor. He does
so, and his very act, which he has
a right to'do, is what creates the
* confusion in his mind as to his
status in the community. He fails
to distinguish between his right to
act and the manner in which he
acts,

The Community His Boss

In far too many instances such
individuals forget that there has
been only a change of degree in

“ their relationship to the commu-
nity. - This change is easily de~
scribed. Where, before, this am-
bitious individual had only one
boss to please and to look to for
direction, he now has all of the
people in the community for his
bosses, It makes no difference
whether this businessman operates
singly, or in a partnership, or
whether he chooses to make of
himself a great corporation. He
and any management device he
sets up are and remain the em-
ployees of the community. The
people of the community, in their
role as employers of those who
offer goods and services, have a
valid right to determine what
they want, when they want it, and
the procedures through which de-
livery is to be consummated.

It should, therefore, be crystal
clear that when an employer, be
he an individual, a partnership or
a great corporation, stands by the
fallacy of licentious independence
and calls its Free Enterprise, he is
in downright evasion of his right-
ful relationship to the community.

No businessman, of course,
boldly asserts in plain language
his complete. independence of the
community in the external opera-
tions of his enterprise. But in far
too many - instances he does so
subtly and undercover. It is in
administering the internal affairs
of his organization that he fre-
quently bgcomes bold and brazen
to the point of recklessness. Busi-
nessmen who would hesitate
through prudence to ride rough-
shod over the rights of their cus-
tomers, hesitate not a bit when
the rights of their employees are
concerned. Such employers re-
gard their employees as something
less than- the goods on their
shelves or the gadget they make,
a sort of necessary nuisance, as
it were, created by Providence as
a natural handicap to hamper the
garnering of money- profit. It is
in the employer-employee rela~

pitized for FRASER

tionship that the businessman all
too freqeuntly refuses to recognize
his proper function between the
employee and the community,

How I Would Treat Labor

If T were a businessman, I would
endcavor to keep in mind at all
times (1) that my employee s
also a member of the community
and therefore one of ‘my emplpy-
ers, (2) that there is no justifica~
tion in natural law for me to
degrade the human person who
works for me, (3) that I am the
broker or agent through whom
my employee delivers his goods
and services to the community,
and (4) that the community has
the right to insist that I not gouge
the people of the community by
buying the labor of men as cheap-
ly as possible and selling it for as
high a price as possible.

There is, of course, in this coun-
try a by no means inconsiderable
school of thought that the decency
which marks the great majority of
men can be safely relied upon for
the protection of all. There is no
doubt that this theory holds true
in the ordinary personal relation-
ship of the average individual to
the world about him. This citizen
pays his bills, does not beat his
wife or children, treats his neigh-
bors considerately and gives reg-
ularly to charity. But the role of
the businessman is not generally
considered an ordinary personal
relationship of the individual to
the world about him. If it were,
current economic problems would
shrink to the sharp practices of
racketeers who will be found in
any human society, Not that the
businessman is a racketeer in the
accepted sense. He is merely the
creation of the economists who
have.designated the role of busi-

|nessman a thing separate and

apart from the normal activities
and interests of any individual.
Hence the vicious and unreason-
ing slogan: “Business is business,”
with all its nuances of the sur-
vival of the fittest, dog eat dog,
and .the devil take the hindmost.

Alibis for Racketeering

The early economists who de-
veloped this brand of thinking
were in bald language, a set of
glib talkers brought into an in-
creasingly complex scene, not to
formulate a set of principles for
the guidance of men in an ex-
panding industrial economy, but
to furnish alibis and explanations
for vicious racketeering practices
that had already made their ap-
pearance. The names of these
fakers are seldom mentioned, but
that makes no difference. Today,
we may choose to believe, if we
are naive enouigh, that John Stu-
art Mill’s wage theory has been
discarded, or that Malthus' theory
of bare subsistence as the divine
reward for the laborer has been
laid aside. But we in the organ~
ized labor movement are not so
naive. The theories of those men
certainly have beén disproved and
discredited and branded as dis-
graceful by every ethical system
of moral philosophy, but" they
have not been abandoned. We of
labor encounter them at every
negotiation table day after day.
They are merely stated in differ-
ent words. Pay raises are dis-
cussed in terms of whether or not
the public will stand a higher
price for the product, and there is
much palaver about the cost of
living level as an element in the
wage structure, - .

What the early economists set
out to prove was a doctrine of
unbridled license for the man who
was ruthless enough or strong
enough or cunning enough to ex-
ercise it. No one, said they, not
even the state, should be per-
mitted to take a hand in the game
—in fact, should occasion arise,
armed protection of the unbridled

licensee became the duty of the

/

community

state. Can anyone, gazing objec-
tively at the provisions of the
Hartley-Taft Bill, say that the li-
censee doctrine of the early econ-
cmists is dead?

If T were a businessman, I
would shrink: from the érass
enormousness of the role that so
many businessmen essay. The
patter of this role is, “I propose to
assume the sole.responsibility in
the conduct of my business, both
in its dealings with the consumer
and its dealings with its own em-
ployees. If need be, I will de-
mand the enactment of legislation
that will number this assumption
of mine among my rights. Not
that I want to be compelled to
exercise it, but only that I may
exercise it if I choose. For it is
also my right not to exercise it, if
I please. Whose business is it?”

It shouldn’t take much time to
answer that question. I would
hold as a businessman that the
activities of any individual are
every. other individual’s business,
because it is what we do as indi-
viduals collectively here in Amer-
ica that keeps our free democracy
functioning,

The NAM

This assumption of sole respon-
sibility is for the greater part only
a convenient cloak to be put on
and taken off at pleasure by too
many businessmen. This is par-
ticularly true of the spokesmen’
for the National Association of
Manufacturers. All of the state-
ments of that organization set
forth the thesis that the gentle-
men are accepting full responsi-
bility for the obligations of Amer-
ican industry to the American
in general: When,
however, the question direct is put
to the spokesmen for the NAM,
the cloak  of responsibility  is
promptly doffed and put in the
9loset. It has been my experience
In negotiations, discussions and
debates with a number of NAM
presidents and. board chairmen
that I invariably find myself,
when the chips are down, talking
with a self-styled leader who rep-
resents only his own company,
and frequently not even that
Sometimes it develops that he is
speaking only for him individ-
ually.

Double-Talk

If I were a businessman, I would
oppose such "a farcial setup. - I
would endeavor .to establish an
industrial ' leadership authorized
to speak authoritatively for
American business under the
time-tried method of majority
rule, or I would insist that so-

called business leaders cut out the
double-talk, . ‘

This matter of putting on. and
ta}gmg_ off the cloak of responsi-
bility is not a recreational activity
of so-called business leadership. It
has a burpose, and its purpose is
to claim the responsibility when
there is a dollar to be made, and
to duck the responsibility when it
1s going to cost a dollar.. In these
latter moments, the accepted for-
mula is to accuse consumers and
workers alike of failing -to:live up
to their responsibilitiesi .‘Anyone
who can read will recall the repe-
tition of that refrain especially
when labor unions are being-dis-
cussed. . S

The truth of the matter happens’
to be, and if I were a businessman,
I would confront it boldly, is that
the organized worker’s main
struggle is for his right to exer-
cise the responsibility that he
knows is his, and that he knows
equally well has been wrested
away from him. It is not so long
ago that workers in this country,
forced to reveal by spectacular
methods the lagging inadequacy
of a democracy that should be
completely dynamic, were forced
to sit in jail or work on penal
rockpiles because they had tried
to - assert their responsibility to
earn a living wage by toiling a

-| labor’s . responsibilities.

at Each Other

reasonable number of hours under
decent working conditions.

If I were a businessman, I
wouldn’t talk so much about
I would
gladly hand over to my ‘em'ployees
their rightful responsibilities, and
I have more than a sneaking sus-
picion that the result would be a
deeper interest on the part of my
hired hands in their responsibility
to my business enterprise. As I
see it,  the result would be a
larger, steadier return to myself
for my services as a business plan-
ner and for the initial sacrifices I
had made to launch the business.
I am certain I weuld live longer,
because my own responsibility to
the community would be whittled
down to its normal load. I
wouldn’t have to work so long or
worry. so much.

Labor’s Real Obligation

Above all, I would make it clear
on every possible occasion that
the American labor movement has
a deep obligation to obtain an
adequate annual wage under a
program of full employment for
all willing and able workers in
the land. I would also point out
that the American labor move-
ment completely lacks authority
to accept for the American people
Ed Ed

would  profit from those prin-
ciples. :

This article is toe short to cover
more than a few of those prin-
ciples, but I wish to mention three
or four basic principles'I would
follow because they are so vital

management relations in America
today,

Cooperation Essential

The first principle is that only
as labor and management cooper-
ate to make their industry suc-
cessful can maximum benefits be
obtained for workers, for manage-
ment, and fer the public. - There
is too much emphasis in present
labor activities on the use of
strife, in the emphasis on strug-
gle, and the incitation to fight.
Strikes have proven to-be an
extremely expensive luxury to
labor.. I would determine at all
cost to avoid sirikes, because I
know my membership cannot
make real gaing... through the
strike weapon. . .

In its place I would put con-
structive cooperfition with man-
agement through “well-conceived
programs by which the industry-
would be advanced and the public
would be better served. I would
know that as a result my mem-
bership. would make steady and
lasting gains. It is steady produc-
tion and steady employment that
produces best results for all.

Avoid Smearing

A second principle I would put
into effect immedigtely is that all
statements and all"literature pub-
lished by my intetnational union
would. be absolutely truthful. I
would discard the use of mis-
statement, the false accusation,
and -the smear.. I would com-
Dletely eliminate the threat to
public. officials who failed to carry
out-my ‘dictum, because I would
have. no ' program ' which would
have to be jammed down . the
throats of fair-minded men,

I would. appoint a censor in my
union to check on all literature
and see that it was written fairly
and honestly. I'fear I would find
very little in the way of a good
pattern to follow because there
is so little union literature today
that is completely honest in its
statements. Yet I know my mem-
bership overwhelmingly  consists
of fair-minded men to whom such
a policy would appeal.

Besides this, such . a policy

would appeal to the public, and I
would get solid backing from the

T ——
)

a: lower or even a sty
standard of living.

I know that such extraordinary
behavior on my part, were | a
businessman, would cost
something. Conduct that is not in
accord with the accepted formula
has to be paid for in prestige ang
reputation. It is fairly easy i a
free-speaking democracy to get
one’s self branded a socialist, g
communist, a radical or a SCreW-.
ball. ‘The new thing that one pro-:
poses is not always -understood.:
and hence it is resisted. It has:
ever been thus. Early Christiang
were fed to the lions; the English
barons who wrested the Magna
Carta from a reluctant King John
in A. D. 1215 were execrated by
every other ruler of Europe a5
outlaws and bandits; even in our-
own history, the now-halowed
members of the Boston Tea Party
were branded as hoodlums and
ruffians. - All of these folks paid
a price for their temerity, :

If T were a businessman, I
would be wililng to pay such a
price as part of the cost of doing;
business, because I am morally
certain that in the long run my
investment would pay increased
dividends for myself and more’

Fionary

By HERMAN W.
(Continued from first page)

to the development of sound labor |

satisfaction among my employers,

the people of the community.
#* *

STEINKRAUS

best . elements of the public and
from good management for put-
ting such'a policy into effect. I
would remove from my union con~,
stitution any preamble or state-.
ments which are un-American or.
undemocratic,

I would be so fair-that T would
never take advantage of a situa-
tion to wreck a company just be-
cause they have not been as fair
to my union as I would like to
have them’ be; "because-I know
that if- I.would treat them justly
when ‘I have the advantage, my
chances of. getting just treatment
from them when the tables might.
be reversed :would be greatly en-
hanced. g 24

- Pay for Performance

A third principle I would adqpt
and work constantly is the prin-
ciple that the men and women in
my union: would be paid on the
basis- of performance. I‘would
favor all legitimate programs of
incentive pay, and I would discard
and fight against all programs of
limiting the production or pro<
ductivity of the worker. For I am
aware of the fact that he profits
most - who serves best, and that
there is a difference in the ability
of workers, just as there is a dif=
ference. between students in a
school, or a difference among
baseball players. :

I would recognize that the
standerds -set- by the top men
would tend to pull up the whole
level of my union, and that the
products made would be able to
be  sold to an ever-widening
market. . G

As a bad example of the oppo-
site’ of this policy, I w_ouId only
have to study the building trgqes
unions, where men of widely dif-
ferent abilities are harnessed into
a system of straight hourly wages,
use-of hand tools instead of power
tools, and -limitation ‘of a day’s
performance. . So -that particular
industry is today practically pric-
ing itself out of the market.d

Under my policy I would en-
courage theydevelopment of  skills
of  my membership - through 2
sound educational program.spon-
sored by the union, as well as en-
courage any programs which the
management might have to offer-
I would also favor constant im=
provement in' the type of equip-
ment and other facilities which
management could adopt to make
the task of the worker easier, and

also to increase production, with
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careful attention to fair rates be-
ing set on the  new equipment,
To watch this I would train ex-
perts of my own in job evaluation.

Constructive Leadership

" Finally, I would establish some
method by which I could receive
real counsel and advice from my
membership so that the program
which I worked out would be the
program of the organization and
not-an imitation of some other
union who might have made
some dramat.i‘c gains by unsound
methods. .

I have such faith in the sound-
ness of these principles that I be-
lieve my union would grow in
size and strength from year to
year, and that members of man-
agement as well as the public
would boost my game because it
is sound.

If there were elements of my
union who were unwilling to go
along with me  on these sound
policies, I would find new leader-
ship in the locals who have the
goodwill and "support of large
numbers of the employees. Thus
1 would make a real lasting con-
tribution to union organization,
not at the expense of the public
or of management, but rather as
a strengthening force in industrial
America and a contribution to real
democracy.

Thos. Euper Trading
Mgr. for Cohu Branch

. LOS ANGELES, CALIF. —
| Thomas . J. Euper has been ap-
i pointed Manager of the Trading

Thomas J. Euper

Department for Cohu and Torrey’s
new Los Angeles office located at
| 634 So. Spring Street, Mr. Euper
{ was formerly associated with Nel-
son Douglass & Co. and First Cal-
ifornia Co.

Directors of Chicago
Stock Clearing Corp.

CHICAGO, ILL.—At the Annual
Meeting of the Stockholders of
the Chicago Stock Clearing Cor-
boration, wholly owned .subsid-
lary of The Chicago Stock Ex-
change, the following Directors
were elected for the ensuing year:

Frank :J, Buckholtz, - Merrill
Lynch, Pierce Fenner & -Beane;
Charles A. Carey; James E. Day;
Raymond M. Day; Thomas L.
Dowd, Clement, Curtis & Co.;
Norman . Freehling, Freehling,
Meyerhoff & Co.; Edward J. Jen-
hett; Harold I. Kramer; Herbert

€vy, Paine, Webber, Jackson &
Curtis; Arthur G. Lilly, Paul H.

avis & Co.

Edward J. Jennett, Vice-Presi-
dent of The First National Bank
of Chicago, and Charles A. Carey,

Ice-President of the Harris Trust

Savings Bank, are newly mem-

€rs of the Board of Directors.

At the initial meeting of the
Board, the. following officers were
Teelected to. serve for the coming

Year: . ;o ., :

Harold 'I.. Kramer, President;

R3Ym0nd M. Day, Vice-President;

eorge J. 'Bergman, Secretary,
alter R. Hawes, Treasurer.
. leSS Evelynne Tortorell was
f 3bpointed Assistant to the Presi-
§ dent, and the following were ap-
| Doionted to serve as the Executive
Ommittee:

Herbert Levy, Chairman, Arthur |~

- Lilly; Harold I. Kramer.
gitized for FRASER
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100 Stocks Far Belo

(Continued from page 8)
satlsfac!;orily the expected period
of read]ustrpent or recession., But
€ven more important, if anything,
is the probable position in the
pro}onged period of general pros-
perlty' which should follow the
recession. Companies and indus-
tries that were most advantage-
ously placed in the years up to
1946, when the bull market ended,
are not necessarily, or even prob-
ably,‘ those which will be in such
position in the coming years.
Their stock prices will in time re-
flect the new situation, and thus
tt_le. problem is of particular sig-
nificance in selécting any issues
for possible purchase now:.

Especial care should be taken
with marginal concerns, which
under war conditions were vir-
tually relievedifrom the competi-
tive pressure which is serious for
this type ' of ~enterprise.. On the

really, and not just assumedly,
become* well established over the
war years and now have bright

prospects, should obviously not be
olded,

Declines Extensive

The accompanying table is ar-
ranged in order of the per cent of
decline from the 1946 high, with
the largest at the top. As men-
tioned before, had the compilation
been made before the market
rally from May 17, the declines
would, of course, have been
greater, and were they taken to
the 1947 low for each stock, they
would naturally have been yet
greater. However, the largest de-
cline shown is 82.2%, and the
least is still 52.7%.

In addition to the figures on the
declines, the 1946 earnings, the
dividend based on the last 12

other hand, companies that have

months payments and the yield
are given. An estimate for 1947

earnings is included, and thés
price-earnings ratio is based on
these estimates. With the year

not yet half over, and with the|]

question of how much of a drop
in earnings the expected reces-
sion will cause—as well as when
its effects will be shown—these
estimates are necessarily very
tentative and are subject, of
course, to revision. Furthermore,
they do not necessarily indicate
the relative earnings position in
the recovery and prosperity -pe-
riod expected to follow the re-
cession.

Industries Most Represented

Railroads are by far the most
heavily represented, and are
mostly roads in.reorganization or
recently reorganized, though New
York Central and Alleghany
Corp. are included. Taking the
Airlines and Aviation Manufac-
turing together, they form much
the largest of the othec groups.

100 Stocks Unusually Far Below 1946 Highs

Arranged in Order of the Percentage of Decline

Company—

Pennsylvania-Central Airlines Corp
Western Air Lines, Inc

Republic Aviation  Corp.._

Universal Laboratories, Inc e
Transcontinental & Western r, In
American & Foreign Power Co,, Inc.-
Beech Aireraft Corp

Central Railroad Co. of New Jersey._..
Chicago & Eastern Illinois RR.

Chicago, Milwaukee, St. Paul & Pac, RR.
Northwest Airlines, Inc

Denver & Rio Grande Western RR
Eversharp, Inc, _
Intercontinental Rubber Co., Inc
Braniff Airways, Inc..
American Cable & Radio Corp.
Missouri-Kansas-Texas RR..
Colorado & Southern Ry,
Lockheed Aircraft Corp.
Schenley Distillers Corp
Spiegel, Inc.
Grayson-Robinson ‘Stores, Inc.
Republic Pictures Corp

Gulf, Mobile & Ohio RR

Silver King Coalition Mines Co..._
Farnsworth Television & Radio C
Spear & Co
Jacobs (F. L.) Co

Callahan Zinc-Lead Co,...
Continental Motors-Corp

Lehigh Valley RR

Curtis Publishing Co

Hudson & Manhattan RR..
Chicago Great Western Ry..._
‘Pittsburgh & West Virginia Ry...
Dunhill International, Inc
Willys-Overland Moto?s, Inc

Hunt Foods, -Inc

Thompson-Starrett Co

Baltimore & Ohio RR._

Phoenix Hosiery Co.___

Lehigh Valley Coal Corp.

Pressed Steel Car Co., Inc.

Martin (Glenn L.)_ Co..
Telautograph Corp?.

Minn., St. P. & Sault Ste, Marie RR.
Boston & Maine RR.

International Tel. & Tel. Corp

Twin City Rapid Transit Co
National Airlines, Inc..._

Admiral Corp
Chic., Ind. & Louisville Ry, “B”___.
Park Utah Consolidated Mines Co...
Avco Manufacturing Corp

Electric Boat Co.
Gar Wood Industries, Inc
Sparks-Withington Co
Hayes Industries-

Coty, Inc._—
Consolidated Retail Stores, Inc
Butler Brothers.
Bell Aircraft Corp.

Hollander (A.) & Son, Inc =
Emerson Electric Manufacturing Co.
Wyandotte Worsted Co
Curtiss-Wright Corp.

New York City Omnibus Corp
Childs Co
Emerson Radio & Phonograph Corp,
Real Silk Hosiery Mills, Inc.
Eastern Stainless Steel Cor

Butte Cepper & Zinc Co

Elastic -Stop Nut Corp. of Ame
Pacific Tin Consolidated Corp,
Artloom Corp =
Parmalee Transportation Co

Grumman Aireraft Engineering Corp
Hayes Manufacturing Corp._.

United States Hofiman Machihery Corp..
Bullard Co
Hupp Corp
American Bosch Corp
N. Y, Central RR
Erie RR
Gimbel Brothers, Inc

General Tire & Rubber Co..-

Sunshine Mining Co.

International Mining Corp.

City Steres Co

Seagrave Corp

Symington-Gould Corp...

Gotham Hosiery Co., Inc

American Ice Co

Banger & Aroostook RR - ;
Transue & Williams Steel Forging Cl_)lp._
Alleghany Corp -

Third Avenue Transil Corp.-

Alaska Juneau Gold Mining Co

Fair (The)--
Motorela ——--

NOTE—Earnings' are per share and for

Earnings

1947
Preliminary Estimated
Estimates | Price-
1947 Earnings
Earnings Ratio
®
Nil
$0.75
Nil

Last

1946
Dividend

6.5

$0.25
0.75
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Automotive ranks third, followed
by Retail Trade. The textile com=
panies. are mostly in the hosiery
ine.

This gives an interesting side=
light on what groups have been
most in public market disfavor,
whether or not always with sound
reason, The relative absence of
standard issues from the list was
to have been éxpeacted, but em-
phasizes that selection from a list
of stocks greatly depressed price~
wise requires unusual care.

Conclusion

In our opinion, it is now wise
to consider using a portion of in-
vestable funds 'in carefully se-
lected purchases made with an
eye to the coming period of pros-
perity to follow the recession. The
list of stocks which have had un-
usually large declines from their
1946 highs is given herein not
only as a matter of interest, but
because among them may be con-
tained some advantageous buy-
ing opportunities., Hence the list
should be worth examining with
this end in view. However, care«
ful selection, which, of course,
should always be employed in
sound investment practice, is if
possible even. more necessary
among stocks which are much
more depressed in price than the
average. Thus no specific rec-
ommendations are intended in
presenting this list,

Wall Street Soft Ball

League Standings

Josephthal & Co. defeated the
New York Curb Exchange in the
second game of a doubleheader
June 19th to hand the Curb its
first defeat of the. season in the
Wall Street Softball league 7 to 1.
The Curb team, which retains first
place in the league, took the
opener 5 to 1.

The team representing Carl M.
Loeb, Rhoades & Co. took two
games for DeCoppet & Doremus
by 8 to 7 and 13 to 5 scores to go
into a tie for second place in the
league. The F. V. Foster team
climbed from 5th- to 4th place by
winning both games from Merrill
Lynch, Pierce; Fenner & Beane
4 to 1 and 8 to 1. Carlisle & Jac=
qguelin and Hirsch & Co. split
their twin bill, the former taking
the first contest 10 to 9 and drop-
ping the second 4 to 1.

The league standings as of the
close of the week follow:

LEAGUE STANDINGS
Friday, June 20

Percent-

Team Won Lost age
NMew York Curb Exchange 875
Josephthal & Co
Carl M, Loeb,

& Co.
F. V., Foster
Hirsch & Co....
Merrill  Lynch,

Fenner & Beane _
DeCoppet & Doremu
Carlisle & Jacquelin

Brown Bros. Harriman
Quarter Century Club

The newly formed Quarter
Century Club of Brown Brothers
Harriman -& Co., New York City,
held a dinner June 19 for the pur-
pose of organizing, Thirty-four
out of thirty-seven eligibles, in=
cluding three partners, attended.

Thatcher. M. Brown, senior
partner, who is in his fiftieth year
of service with the bank, was
elected President of the club and
H. P. Maeder, Manager, who fin-
ishes forty-four years this month,
was elected V‘?ce-President.
George E. Paul, Treasurer of the
\gaer?k, was elected Treasurer of the
club, and Miss Lillian A. Koons,
who for many years has been Sec-
retary to Hon. W. Averell Harri-
man, was elected Secretary.

Clark in Rochester
ROCHESTER, N. Y.—R. Russell
Clark is engaging in the securities
business from offices at 106 Co-
lumbia Avenue,
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(Continued from:page 12) .
(3) If understood, did it have the
desired effect?

Some of the materials tested we
found excellent on all  these
points, but,much, far to much, we
found neither readable nor un-
derstandable. Sometimes it even
influenced people to believe the
exact opposite of what was in-
tended. In general, it was quite
obvious that industry was not
nearly as good in selling the prin-

ciples of free enterprise as it was’

in selling its products. As we
analyzed our results, here are a
few of the practical conclusions
to emerge.

First, many advertisements,
booklets and employee . publica-
tions are written far above the
educational level of the people
addressed. In‘'a recent labor dis-

pute, the President of the com- |

pany wrote a letter to all the em-
ployees. When we analyzed that
letter, we found it to be written
on an llth-grade reading level so
that only about 20% of his em-
ployees could readily grasp its
meaning. The letter: was re-
written so that it would be read-
able by at least 90% of the em-
ployees. Much has been said in
recent years about the importance
of increasing one’s vocabulary.
The real problem for many execu-
tives and their highly educated
assistants is to shrink their vo-
cabularies so that they can es-
chew verbose and esoteric or ex-
oteric philosophical multiplicities;
and sedulously avoid all tautolog-
ical and polysyllabical profund-
ities. In short, so that they can
speak simply, .clearly, and with-
out double-talk.

Second, giving people the cor-
rect facts will not necessarily cor-
rect their misunderstandings. The
correct facts are important, to be
sure, but even more important is
the manner of their presentation.
Advertisers are bombarding peo-
ple these days with facts and sta-
tistics. It seems as though the
academic disease which has
blighted much education has now
invaded industry, The disease I
refer to is the theory that facts
are the cure-all for personal and
social problems. - As with sex, for
example, we are told that more
education: will eliminate, many -of
its  problems. Accordingly,: via!
the schools, the magazines and
other niedia we haveé provided the'
facts of sex to an unparalleled ex~
tent. Yet, what do we have?
The highest rate of social disease,
the highest rate of sex crimes, of
juvenile delinquency involving
sex, the highest divorce rate, and
the lowest birth rate in our re-

" corded history.

The belief that if children or
even adults are given the un-
biased facts, covering both sides
of an argument, they will then
make the correct decisions, is
one of the fatuous fallacies of our
time. The simple truth is that
Afacts, without elementary morals
or standards, are likely to create
confusion rather than under-
standing. : People are not auto-
matic calculating machines. They
have hearts as well as minds, pas-
sions'as well ag brains. When they
do read one of the many ads or
‘pamphlets thrust upon them, they
interpret the facts in terms of
their emotional attitudes and
moral standards. :

Therefore, to- presént the:.cold
facts is not enough. The facts
about sex are at least interesting,
which is more than can be said
of many of the facts about bank-
ing and free enterprise. The most
interesting of all facts to the
President of a bank or a company
1is his financial statement. Its de-
‘tails are more than cold facts to
him. They are his life blood.. But
to the great majority of people,
all. financial - .statements. are . a
.deadly bore, no matter how they
-are  dolled. up. with ‘pictures-.and:

.| charts that are supposed to make

them easy to read. Aside from
the stockholders, the  point at
which such facts may. become im-
portant is among the employees
of a particular company. - Even
there the mere presentation of the
facts is not enough. The em-
ployees must be led to absorb
and ungerstandihem. A personal
presentation of earnings and ex-
penses by an officer of the com-
pany may be one effective meth-
od, Another is to offer cash
prizes: to' the employees, -their
wives, and especially their school
children, for the best 50-word es-
say- on What. one figure in this
financial statement means most to
me, and why? The company of-
ficers, who: know the problem,
would natyrally be the judges of
the essays chosen and published.

Emotional Appeals

Therefore, we say, emotional

appeals should be used even if
this means ‘a decrease in the
number of facts which can be
presented. Do you remember the
prize contests of “Old Gold,” and
many other products? A hundred
thousand dollars in prizes, fifty
thousand, ten —for the best 25-
word description of the product?
This represents an effective use
of an incentive or emotional ap-
peal. On a modest scale, it
could be used by local companies
and Chambers to good advantage
in selling the facts and principles
of the American system. Our ex-
periments 'in the “Techniques of
Communicating Ideas” show that
much of the present material is
too factual, too pedantic. Instead
of preaching to the'public about
free enterprise, why not stimu-
late it to preach to itself?
When we examine the reasons
for our great success in selling
goods or material - things as
against ideas and principles, what
do we, find? ‘We find besides the
extensive use of prize contests,
many other powerful - emotional
appeals. For example, “Always a
bridesmaid, never a bride.” What
should that mean to free enter-
prise advertising? How about,
“Always a' duespayer, never a
boss?” Or, “Always a Yes-Man,
never on his:own,” referring to
the .man who always runs- with
the gang, the’ crowd, the mob, in-
stead " of acting independently.
And again; *Thé man who never
took a chance,” referring to a
person who relied on social secur-
ity and government aid instead of
striking out for himself. These
and. many other ideas could be
used to give an emotional impact
to the concept of American Op-
portunity, |

It is now apparent that our dis-
cussions of free enterprise in re-
cent years have been entirely too
factual, too statistical, too self-
centered. -Therefore, it is not sur-
prising that research men should
have found that the term “free
enterprise” meant very little to
the " general public. In a study
made in 1942, we found that the
terms “free enterprise,” “capital-
ism,” “competitive business,” “in-
dependent industry,” were little
understood or had little appeal to
the average man. Howerer, dur-
ing 1945 we discovered that “free
enterprise” and “Americanism”
meant much the same to people,
But, whereas “free enterprise”
had no emotional impact, “Amer-
fcanism” had a terrific emotional
impact.

“American 'Opportunity”

‘Because  of this situation, the
choice by the Chamber of Comi-
merce of the term “American Op-

portunity”  for its share in the
program of selling America is
most appropriate. - . The term,
“American Opportunity;’ ex-
presses the very essense of.Amer-
icanism; which -is to; .provideoop:
portunity not merely: for: big douysis
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~Reappraising Our American Opportunity

ness or even little business, bul
for every individual regardless of
race, class, or present status.
America has offered and today
offers more opportunity to every
individual, regardless of race, or
creed, than any other nation.
These. opportunities are made
possible by the basic principles or
ideals which make the sqcxal
structure of America the unique

thing it is.
One of the mos@ power_ful
emotional appeals  in ving

home the full meaning of Amer-
ican Opportunity is to point out
individuals or families who have
made use of that opportum_ty.
These families exist in every city
and every town, and there is no
reason why the local Chambers of
Commerce or associations cannot
from time to time select individ-
uals or families' who represent the
fruits of American Opportunity. I
feel strongly on this subject be2-
cause my own family is so deeply
indebted to American Opportq—
nity., My parents came to th}s
country .as almost penniless immi-
grants when they were about 25
years old, My father went to work
in a planing mill, ten hours.a day,
six days a week, $12 a week. At
night he studied English and me-
chanical drawing in the free pub-
lic schools and after about twelve
years became a foreman. There
were six children and, as we have
just learned in recent years, we
were distinctly of the ‘“under-
privileged third.”. Fortunately,
we did not know it then. We
were taught, at home and. in
school, that America was the land
of opportunity for those who had
the ambition and the self-reliance
to make use of it.” Our privileges
included a free grade school and
high school education. With help
from home, part-time work, and
a few ‘scholarships from capital-
istic colleges, we were even able
to -get -college degrees. .
What happened. in ‘our family
was  not unique. It happened
among: our neighbors, our friends,
in' the large German population,
among the Poles, the Italians, the
Irish, ‘not to-mention the native
Americans. ‘In fact, this process
has - become s$o general among
Americans -that 'we no longer ap-
preciate it. Therefore, - if- com-
munities "all - over ‘the country
were to select, ‘periodically, con-
crete cases of families. who had
made use-of their American op-
portunities, who had - improved
their position, gotten an education,
purchased their own home, started
their own business, assumed re-
sponsibility in- the .community,
and were to extend public recog-
nition to such families, the appre-
ciation of American opportunity
would. be rapidly increased.

This type of publicity or educa-
tion is what might be -called a
“natural” - for .the banks. The
banks are.so full of human inter-
est stories about people who are
helped out of difficult circum-
stances or who were helped . to
develop new business opportuni-
ties, that bankers tend to become
inhuman about them. It would be
more accurate to say that bankers
become so accustomed to these ad-
venture stories that they take
them as a matter of routine, Just
because the powerful emotions in-
volved in these incidents, the
banker naturally has to cultivate
an_ unemotional and objective
point of view. ! :

If T may be excused another
personal reference, during the late
'90’s, when my father was laid off
for 12 weeks in a period of de=
pression, he was able to borrow
from a bank' a' $1,000, merely-on
his character. He used this money
to buy lumber and materials with
which he built a small house on a
lot he had bought some time be-
fore this: This was our first home,
At:the age of 45 he began building
houses for himself,-again with the
help’ of the banks. During the

friends wrged hiny o take his-cash
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depression in /1931, some 'of ‘his|.

out of the bank. He considered
the - matter .pretty carefully,‘,‘ bu_t
his final answer was “no.” “The
banks,” he ‘said, ‘“have - always
been good to me.. ‘Why should I
desert them now?”> That remark
produced a profound change in
my feelings for the banks as in-

of stories like this, and these
stories are infinitely more 'inter-
esting and educational than many
of the formal statements about
mortgages, trust funds; safe de-
posit boxes, and other services..

Naturally, the stories; the in-
cidents, should be selected accord-
ing to. certain specificatioqs 50 _as
to illustrate clearly, the basic prin-
ciples which- make American op-
portunity possible. We must dem-
onstrate again and again that the
essence of American opportunity
‘lies not in its material wealth or
material success, but in its spirit-
ual heritage; not in its automo-
biles, refrigerators, washing ‘ma-
chines, radios and houses, but in
its principles and ideals.

Principles Above Profits

Every coin of the realm still
bears the slogan, “In God We
Trust.” - What does it mean,. or
rather what did it mean? It points
to the very cornerstone of Ameri-
canism, which is to  put principles
above profit and God’s moral or-
der above economic order, Today
when anyone talks about spiritual
or moral values, people tend to
shy off as from someone imprac-
tical or even slightly unbalanced:
When one mentions the dignity of
the individual, however, there is
immediate assent that this is a
fundamental characteristic of
Americanism, And yet, the dig-
nity of the individual is strictly
a spiritual concept. Dignity is not
something - which the individual
acquires with a new pair of pants
or an inside toilet, The dignity of
the individual is made possible by
a set of ideals and laws such as
the Ten Commandments, What
would man’s dignity mean without
the "Commandments: Thou Shalt
Not Steal, Thou Shalt Not Kill,
Thou Shalt. Not Bear:False Wit-
ness? - These moral laws are the
very foundations of American.Op-
portunity and the dignity of the
individual. That is why Com-
munism has to get rid of religion
and its morals, because they are
the bulwark of individual freedom
and opportunity. .. Socialism,;in-
cluding so-called; Christian,, So=
cialism,. cannot . even- get. started
until it"steals the property. and.the
freedom of its citizens, of course
by legal means or by the demo-
cratic vote if possible,

There are many liberals today
who- believe that if the majority
votes to rob the minority it is per-
fectly moral. Their slogan is that
prize piece of double-talk, “Human
rights are more important than
property rights.”

No, it is not Russia that consti-
tutes the great threat to America,
as the President and m#ny high
Government officials have only re-
cently begunto preach. It is the
moral obtuseness of Americans
themselves, Increasingly, we
Amricans, regardless of ¢lass, have
repudiated  the moral heritage
which made America possible. We
have done so formally as well as
informally, . The highest court in
the United States, in a series.of
decisions, has declared that steal-
ing is legal when committed by
certain labor unions; the violence
is legal when committed by labor
unlons; that bearing false witness
is legal when committed by labor
unions.  In short, this court has
declareqd that the moral law is il-
legal. No wonder that the respect
for law generally has been sop ex-
tensively undermined throughout
this country. No wonder that the
opportunities of American work-
ers are being progressively re-
stricted by organized coercion and
byt violence to persons and prop-
erty, - - - "

Industry  and Ethics
- Industry,-above “all,“has' paid so
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stitutions, But the banks are full |

‘can faithis' a ‘moresearching re~ [E

much-attention: td laws of physical ;

i T —
science, the laws of maiter, ang
s0 little.to.the laws of ethics, th|
laws of human relations, that y
have fallen far behind in the ryeq
against Socialist and ' Commupnjg
materialism. Your Chairman yag
kind enough to refer to y
recent book, “The Rediscovery of
Morals.” In it I have tried to yo.
interpret the moral foundationg of
the American Creed in respect t,
our present industrial conflicts,
However, the daily statements ang
actions of business leaders are fap
more important than any one book
or collection of books. Accordin
to our most recent surveys, the
public today is unusually recep-
tive to the statements of business
executives. However, there is lit.
tle sense in talking to the workers
about free competition, free mar-
kets and private property, unless
we are willing to defend the ri<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>