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ﬁﬂw Room for
The Railroads

By THOMAS I PARKINSON*

President, 'the Equitable Life
Assurance Society of the U, S.
In commenting on the present fi-
pancial difficulties of the railroads

and the need for mew capital ex-|

penditure  for improvements a_nd
additional equipment, leading - in-
i surance execu-
tive urges Con-
gress ‘act to
make it pos-
sible for. rail-
roads to obtain
capital to un-
dertake at once
a great pro-
gram of needed
railroad expan-
sion and im-
provement.

The
' roads in this
éountry are among the biggest

uyers of materials and the big-
gest employers of labor. Therefore
they are seriously affected by the
inflation of our currency, the in-
crease in our money supply, and
the consequent increase in prices
and in wages. They are even more
affected than some other indus-
tries because of the strict regula-
tion by State and Federal govern-
ments of their services and their
rates for both passenger and
freight transportation. In addition
they carry a heavier burden than

T. L. Parkinson - rail-

*A statement by Mr. Parkinson
released by the Continental Press
Service, Brightwaters, N. Y.

(Continued on page 19)

Aerovox Corp.

Havana Litho. Co.
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HirscH & Co.
Members New York Stock Ezchange
and other Exchanges
25 Broad St., New York 4, N.Y,
HAnover 2-0600 Teletype NY 1-210
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Geneva (Representative)

After outlining what constitutes

avoiding collectivism.
My grandfather grew up as a

Perils of the Free Market,
National and International

_ By F. A. HARPER*
The Foundation for Economic Education, Inc.

economist lists as perils to free markets: (1) growth of government
as a drain on our privaie enterprise economy; (2) unstable money
systems; (3) international commodity controls; and (4) control
of exchange rates. Urges education to enlighten public on value of
free markets as means of maintaining individual enterprise and

a free market- and its benefits,

member of a.pioneer family in the

Controls

Chaos to Allied German

and Reparations

) By MORITZ J. BONN

Formerly Advisor to German Government on Reparations
Dr. Bonn describes Russia’s crippling reparation exactions in Ger-
many and the economic distress caused by division of Germany
into separate zones. Scores economic policy in Anglo-American
zones as hampering German economic recovery and as both costly
and profitless. Advocates establishing unified administrative agency
in Germany to control and administer German industries..

Three months before the Potsdam ‘agreements, the instructions to

General Eisenhower outlined a po

interesting
3 boyhood - ex-
. periences, full
. of sage advice,
‘“‘If you
want to be a
. successful
hunter, my
boy,” he said,
“you must
first learn to
recognize the
tracks of the
animal you
wish to hunt.
§  Then learn to
recognize the
animal itself.”
That advice
was good for hunting wolverines
in 1847. And it is equally good
for hunting the economic fallacies
and perils to the free market in
1947
Most of the world’s economic
aches and pains are merely sur-
face symptoms for lack of freedom
in the market. Many people do
not understand the connection be-
tween market freedom and a
healthy economy. " They have not
learned how to recognize the

(Continued on page 26)

F. A. Harper

#*An address by Mr. Harper be-
fore the Symposium of the Na-
tional Association of Commodity
Exchanges and Allied Trades,
Inc., New York City, Aug. 14, 1947,
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64 Wall Street, New York 5
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wilderness of Michigan, among the Indians.- He used to tell me many

EDITORIAL

mist,” or, better yet
for some strange

reason

amusing and edifying.

As We See It

And Now It Is the Cost of Living

Verily, the ways of the political mind are past finding out.
So also is the functioning of the mental equipment of many
of the “economists” who serve the politician, and, particu-
larly, of the politician who thinks of himself as an ‘“econo-
perhaps, the ordinary man who comes
to think of himself as both econ-
omist and good timber for high office. Recent developments

afford excellent illustrations of all these. The record is both

All save those with virtually no memory at all will
easily recall that only a few short months ago—we had
almost said a few short weeks ago—dire things were
promised the public if business were left to its own de-
vices in the half measure which had developed with the
demise of the OPA and the executive actions which put
an end to a number of other controls. Profits were so
large, so the story ran, and wages so low that there was
no possibility of currently generated purchasing power
matching the volume of goods being produced and
offered for sale at these prices.
verge of a “bust” largely by reason of high profits

(Continued on page 28)

The “boom’” was on the
and
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. Members
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Bell Teletype NY 1-395
New York Montreal Toronto

licy of planned destruction,-which
was to guar- :
antee the -
peace of Eu-
rope. The
Germans were -
to learn from
the chaos be-
queathed to
them by Hit-
ler, that war
and wicked-
ness does not
pay. In the
two years
which have
elapsed, the
Allies have
taught the
Germans that
peace does not pay. For the chaos
has been intensified under and
through Allied controls. At long
last, this policy, which “in  its
crudest form will always be asso-
ciated with Mr. Henry Morgen-
thau’s pastoralization scheme, has
come -to an end. The instructions
issued to General Clay mark the
beginning of the transition from

(Continued on page 20)
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Portland General

Elec. Co. Common
When distributed

Portland Electric
Power Co. 6/50 -
BOUGHT—SOLD—QUOTED

- New York Hanseatic

Corporation

120 Broadway, New York 5
BArclay 7-5660 Teletype NY 1-583
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Common
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Prospectus on Request
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) Members )
New York Stock Exchange
New York. Curb Exchange
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Punta Alegre Sugar
Warner & Swasey
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J. P, Stevens
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Time, Inc,
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Members N. Y. Seourity Dealers Assn.
37 Wall St,, N. Y. 5 Hanover 2-4850
Bell Teletypes—NY 1-1126 & 1127
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dealers and banks only

6.A.Saxton & Co., Inc.

70 PINE BT., N, Y. 5 WHitehall 4-4970
Teletype NY 1.609

Investment Com

‘Survey by at/lthor'ity indicates that many trust managers used. cas.h ac,cul.nulated during previous
periods in making cautious purchases. Buying concentrated in oil, chemical, elecirical equipment
. and .aviation shares. Sold rubbers and steels: P s oy e o

Cautious purchasing of common stocks was the predominate note among the trans-

actions of investment company managers' during the second quarter of 1947, Although
during the.earlier part of this period, security markets were in a declining phase, there

£ 1

panies Bought in June Quarter

By HENRY ANSBACHER LONG

‘was no stam-’
pede to invest
liquid assets
where they
had been ac-
cumulated
during the |
first quarter
of ..the year. |
Portfolio ac-
tivity, in fact,
decreased
from the first
three months

of 1947 and,
if the number -
of individual

utility issues

Henry A, Long
received g
through exercise of rights
stock dividends be excluded, pur-
chases will be found to have only
slightly topped the number made
during the first.period of the year.

or -as

Selling decreased - considerably
and ‘was scattered - throughout
many individual issues.

As in the preceding quarter,
outstanding buying was concen-
trated in the shares of the oil
companies and in the stocks of the
two leading electrical "equipment
manufacturers. Chemicals were

tion to the -aviation: companies,
preference towards which two
groups - likewise  having' been
noticeable in the first part of the
year. Other favorites were agri-
cultural and office equipments,
the two major can companies, and
the large finance concerns, C. I.'T.
Financial and Commercial Credit.
Concentrated liquidation was con-
spicuous in the shares of the rub-
ber and steel companies. Auto-
mobile and beverages groups were
'also unpopular. i .

! While the majority of invest-|
‘ment managers ‘decreased their
cash positions slightly, there were
a few outstanding exceptions, -as
may be seen from reference to the |
‘accompanying table. State St. In-
vestment Corporation increased
'net cash and receivables : from
9.7 million to 12.2 million dollars
-or 19.3% of assets. Selected Amer-
dcan Shares upped cash and gov-
ernments from . 1.7 million to 3
million, making this item almost
20% of assets, while Bullock Fund
doubled"its previous liquid posi-
tion which on June 30 constituted
22.4%: of its portfolio..It. will be
observed that in most instances

where cash was ‘lightened, com-!:

p_anies already were in fairly good
liquid - positions, enabling their
managers to take advantage of the
low market prices of last May.
Special reasons are assignable
to the substantial inroads made
in the cash positions of the Leh-
man Corporation, Blue Ridge, and
American European Securities.
The Lehman Corporation’s fiscal
year ends on June 30 and a large
capital gains dividend of 6 million
dollars was paid during the quar-
ter. Blue Ridge employed a simi-
lar amount of cash to redeem its
preferred . stock, -while American
European paid off a.preferred is-
sue at a cost of 234 million dollars.

Reasons for, Trend Reversal .
" In view of the marked liquida-
tion of managers during the first
quarter which was noted with’ a
‘certain degree of approval in our
survey of that period published
in the May 22 issue, it is interest-
ing. to observe reasons for the

present apparent reversal in out- |

look, ‘outside of the perfectly ob-
vious reason of not selling when
prices have been radically slaugh-
tered. Does this indicate that man-

(Continued .on page 22)

also outstanding favorites in addi-

America.

necessity, part
key to success
lies in action
by Great Brit-
ain and in the
decision of the
American
Congress, '

In this sum=-
mary, I have
tried to put
first things
first, I have
tried to indi-
cate what
must be done
if the Mar-"
shall Plan is
to succeed and
if approval of i
the American Congress lis to be
secured,

Not even a beginning can be
made to a solution of the problem
of Western Europe unless we

mericans recognize and admit

Lewis H. Brown

*A summary of report being
vrepared by Mr. Brown on inspec-
tion trip to Germany at request of

 Revived Germa
: » Chairman ‘of Board, Johns-Manville Corp.

Reporting on a two months’ inspection of Western Germany’s iridustrial potential, Mr. Brown points

out new policy for revival of Germany is required if Marshall Plan is to succeed. Recommends: (1)

increased Ruhr coal production; (2) moratorium on ceal shipments from Germany; (3) -allowing

greater food consumption in Western Germany, and (4). setting-up an organization to deal with

the problem.- Foresees cost of $2 billions to guarantee food for Western Germany, as well as addi-
tional American loaris to avoid Western European economic” collapse desired by Russia.

port is being written: immediately upon my return to
is apparent that the reorganization of Germany is, of
of the reorganization of Western Europe under the Marshall Plan, The

This brief summary »o'f my re
It is written because it

By LEWIS H. BROWN*

ny Essential to Marshall Plan

that the Morgenthau philosophy,
as dictated by President Roosevelt
in the Quebec, the Yalta and Pots-
dam Agreements, is predicated:-on
fallacies and. has made impossible
the accomplishment of the very
objectives which we all considered
imperative. C -

Effect of ‘Division of Germany

We must also recognize that the
quadripartite division of Germany
in view of the attitude of Russia,
can never succeed. We must there-
fore' acceépt’'the présent’ partition
of Germany as an accomplished
fact at least for the present.

The partition of Germany means
that Germany’s breadbasket in the
East is now in the hands of Poland
and the Russians. In the Amer-
ican, British and French zones in
Western. Germany are 48,000,000
people :who cannot possibly pro-
vide more than 50% of their food
requirements. These people in
Western Germany can only pro-
vide the other half of their food

Gen, Lucius D. Clay.

Canadian Industrials
Canadian Banks
Canadian Mines
Canadian Utilities

Canadian Securities
Department

Members N. Y. Stock Exchange
115 BROADWAY
Telephone BArclay 7-0100

lrequirements by manufacturing

We Maintain Active Markets in U. S. FUNDS for .

GoopBODY & Co.

United Kingdom 49 '90
Rhodesian Selection
Gaumont-British
Scophony, Ltd.

British Securities
Department

and Other Principal Exchanges
NEW YORK 6, N. Y.
Teletype NY 1-672

and exporting goods to the rest of
the world. By the end of five
vears- they must export twice as
much per capita as before the war.
In the meantime, they must be
fed primarily from America by
loans advanced not as relief, but
on a five-year plan under which
food will be used as an incentive
to get German industry into pro-
duction so that she can export to
buy necessary raw materials and
the balance of her food require-
ments, ’

If food is merely provided to
Germany or Western Europe on a
relief basis—if ‘food is not used
as an incentive and a means to
getting production—then it is
merely pouring dollars for relief
down a bottomless rathole with no
hope of ‘eventually getting either
Germany or the other countries
off the backs of the American
taxpayer. :

On the other hand, food can be
used—if it is used properly—as a
means of getting these countries

(Continued on page 25)
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Members BT
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-Acme Aluminum Alloys, Inc. .
$1.10 Conv. Preferred

Solar Aircraft Company
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“*Twin Coach Company -,
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*Universal Winding Company
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The SEC Is Underminihg the Securities Business

eral and widespread prosperity, the incorporated securities dealers
and brekers suffered a loss of $22 million in 1946, writer decries
SEC’s claim that it is fostering “a virile securities industry.”” Holds
there are enough laws to handle frand cases and SEC is not needed
for protection of public.

If you are one of those gullible members of the securities
fraternity who say “Amen’ every time some spokesman for

~—and he will tell you that Lichten-
stein can’t know what he’s doing—
judged by the junk he buys,

99 WALL STREET, NEW YORK

KNOWS

Telephone: WHitehall 4-6551 1

The SEC Is Undermining th
Articles and News Page e s. . n Y ern}Inlng l e B. S. l.l[:HTE"SIEIF
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s T . 3 |the SEC gets up at one of your meetings, and after he has ) :
: . ) liberally plied himself with scotch and chicken patties pro-|| Aeronca Aircraft Com. & Pfd. \
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_ ; comes to the dollars and cents angle! U. S. Finishing Com. & Pfd i
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: g e AR L R You” column of the “Chronicle” there appeared the
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Bt L s i Gesta Slabiliacs o) o |tune of about $41.000,000,000. Mr. Farmer is selling his|| - Susquehanna Mills
S e T L e T wheat and corn at $2.35 a bushel while every traveling
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Fuminta Drasticaily Devoluss Cuirenoy. o sie kst s 17 |for the incorporated securities dealers and brokers. Why : !

are we in business anyway? To protect the public? To give
out charity? To finance jobs for the CIO and the Commies
while they tell us Wall Street stinks and the United States
is mighty lucky that a couple of hundred government law-
yers head up a thing called the SEC. If you listen to some
people who have fallen for SEC propaganda (and they dish
International Monetary Fund Reports on Financial Condition 19 | out plenty of it) everybody in the securities business owes
a0 |2 debt of gratitude to the SEC and the Maloney Act NASD

which we can never repay. Maybe that is why we are sit-
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Abitibi Power -
Alabama Mills
American Hardware

Aspinook Corp.

* . Brockway Motors
Buda Co.

" ~ Cinecolor

~ 'Diebold*
- Elk Horn Coal
Fairbanks Co.*

General Machinery

- Gt. Amer. Industries

Lanova*

Lawrence Port. Cement®
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 Cent. States Elec.,Com, . |

‘ Minn. &

~ Liberty Aircraft Prod.
* Majestic Radio & Tel.

Michigan Chemical
Ontario Paper
Moxie
Nu-Enamel
Philip Carey
Polaroid
Purolator Prod.*
Rockwell Mfg.
Stand. Fruit & Steamship
‘Sterling Motors*
J. P. Stevens
Stromberg Carlson
" Taca
Taylor-Wharton*
Textron-Pfd. & Wits.
Time Inc.
Tokheim Oil' Tank
U.'S. Air Conditioning
United Artists*
- United Drill & Tool “B”
~ Vacuum Concrete®
Warner & Swasey
Wurlitzer
Amer. Gas & Power

Cumberland Gas
Federal Water & Gas
New Eng. Elec. System

- Puget $’nd P. & L. Com.

e

Southwest Natural Gas
Standard Gas Elec.
Tide Water Pwr. Com.

*Bulletin or Circular upon request
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|~ Trading in Metal Putures
et TRy JULIUS B. BAERAC 1
General Counsel, Commodity Exchanges, Inc, . ) |
* Mr. Baer reviews progress of inaugurating and broadening the fu-
tures metal market in New York, and the importance of having
.New York replace London as a world metal trading center. Ex- |
-plains functions of the futures market and the' value of hedging
.operations to metal buyers. Decries ending of free: silver bullion
markets by the Silver Purchase Act of 1934 and the 50% penalty
‘tax on profits derived from transactions in silver bullion. Expresses
belief Congress will end “Silver Follies of early 1930s.”
Most of you, probably, are accustomed to thinking of commodity

futures markets only in connection with
; ' natural?

enough be-
cause the tech-
nique of fu-
tures trading
was developed
in these com-

ago when
modern meth-
ods for the
marketing and
financing of
agricultural
crops were
needed.
However,
during the
eriod
and World

Julius B. Baer

p
between World War I
War II .the technique of futures
trading was applied in this coun-
‘|try to a rapidly mounting number

of other commodities, among
which were a number of indus-
trial raw materials such as rub-
ber, hides and the four non-
ferrous metals: copper, tin, lead
and zinc, At one time silver-also
belonged to this group of com-
modities, but  its career as an
American futures market was cut
short as the direct result of the
New Deal silver policy of the ’30s.

Trading in tin futures was in-
augurated in New York in 1928
on the National Metal Exchange.
Copper came next in 1929. Next
in line was silver in 1931. Lead
and zinc followed in 1934. Trad-
ing in silver futures had to be
‘erminated following passage of
the Silver Purchase Act of 1934
which. destroyed the basis for a
free silver market in this eountry
when .a tax was imposed on . all

orofits resulting from transactions
in silver.  Meanwhile, in' 1934, the
National = Metal.. Exchange - to-
gether with the New York rubber,
hide and silk exchanges—had

*An address by Mr. Baer at the
Seminar sponsored by the Asso-
ciation of Commodity Exchanges
and Allied Trades, New York
City, Aug, 14, 1947,

Art Metal Construction
Buda Company oY
Durez Plastics & Chem.
El Paso Electric

115 Broadway, New York
Telephone BArclay 7-0100

grains and cotton. Thgt is.

“modities years|’

" Philip Carey Mg,

Bought - Sold - Quoted

GoopBODY & Co.

Members N. Y, Stock Exchange and Other Principal Exchanges

been merged into one exchange
under, the name of . Commodity
Exchange, Inc. - - ‘

N. Y. as World Metal Trading
Center =~ .

Development of’ metal” fiitures
trading in New York is based on
the early conviction that without,
such markets it would never. be-
;ome possible to wrest supremacy
1s the world metals trading center
away from London—despite the
strong natural advantages ‘en-
ioyed by New York in the metal
field. *

Metal consumption in the United
States had long outdistanced the
rest of the world. Normally, the
United States accounts for -about
one-third of world copper and
zinc - consumption, - nearly two-
thirds of world tin consumption
and about 25% of world lead con-
sumption. Similarly, the United
States has long been a dominant
factor in the mining and refining
of non-ferrous metals. Our nor-
mal share in world production of
non-ferrous metals ranks from 25
to 33%. Tin, of course, is an ex-

"BUSINESS BUZZ

‘I hope you don’t mind this inconvenience, Miss De Lacey

—the chair my clients usually sit in is being reupholstered!”

ception—as no tin is produced in,
this country. Moreover, our
South American neighbors account
for an additional large part of
world metal production and mines
are in much greater proximity to
New York than to London.
Despite these advantages, Lon-
don was able to maintain its role
in dominating the world metals
market for two reasons: its well-
established futures markets . for
copper, silver, tin, lead and zinc,
and its equally well-established
reputation 'then as the world’s
greatest center of ‘international
finance, 5 b i 4
In  those days;,| before - World
War II, a-number of other metal
futures exchanges existed on the
Continent—in France, Holland and
Germany—but these played only
minor roles, - )
When the metals went to war,
futures trading stopped automati-
(Continued on page 28)
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Interest Rate Possibilities

By SIGURD R. WENDIN*
President, Heber, Fuger, Wendin, Inc., Detroit, Mich.

Investment Counsellor reviews background of interest rates since ‘
1932, and points out factors affecting interest rate changes. Sees
present pressure for higher rates in face of government opposition,

because of increased demands . for business and mortgage credit,
government is powerful enough te
Advises mortgage companies acquire

, but asserts it is foolish to hold
dominate money market.
FHA loans, when available.

Interest rate
and program, and
on sovund-
credit instru-
ments wheth- -
er they be
mortgages,
govern -
ment bonds or
commer -
cial credits.
However, be-
cause mort-
gages repre-
sent debts of
a large seg-
ment 'of “our
popula-
tion and ‘are
largely held by
private lend-
ers, the social and political aspects
of the problem cannot .be over-
looked. When a great many bor-
rowers who: arealso voters, have
at stake one of the fundamental
necessities of life, namely; shelter,
it is easily conceivable that in
periods of stress the goverhment
would step in to protect such bor-
rowers, possibly along the lines of
the Home Owners Loan Corpora-
tion in the last depression, and
the weight which has to be given
to this possibility in determining
probabilities for long term inter-
est rates on mortgages.cannot be
accurately stated, but certainly,
the possibilities .cannot.be over-
looked.” To the extent the gov-

Sigurd R, Wendin

| *A Iectui‘e.by;:Mr. \Wenglin be~

fore Executives Seniinar -of - the
National Savings ‘and .Loan
J-eague gt Mercersburg “Academy;

s

_possibilities are relatéd to government fiscal ‘policy
will be; the major determinant’of the rate of return

ernment cushions the risk, so in
turn will the mortgage rate tend
to remain relatively low. :
Before 1932 when a reasonably |
free economy prevailed, it was
relatively simple to analyze pros-
pective demand and supply credit
factors, and come to a satisfactory
estimate for judging future credit
operations. Now, with a con-
trolled money market, any supply
and. demand analysis however,
sound and logical, would be  of
questionable’ value 'if it did not
consider the attitude of the money
managers as represented- by the
government aulhorities. Assump-
tions involving what the man-
agers might consider doing obvi-
ously are subject to error. .Money
managers are human and  can
hardly be completely ' immune
from pressure of all kinds'which
may be. contrary to sound Iong
range planning. For example! it
is agreed by most that it-would
be better from a long range point
of view to have more of our debt
keld by others than banks, but to
effectuate such a program: would
involve rising interest costs which
is directly. contrary to short terr
policies.~ - - = " i

.

" Declining Interest Rate Trend??"

Before discussing conditions
[ surrounding the demand and sup-
ply of credit, it appears appropri-
ate to mention that the declining
interest; rate trend’ which started

PIEANT of Wi i w ww A e v W WS The A e

,with the Jate "Roosevelt Admin-
Hstration, was'not entirelv - re-:

-Mercersburg, Pa., Aug. 12,-1047."| - (Contirtiéd ‘on. page 21).
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7 the - | sprwa- ) Sugar Future Trading in New. York ..

, : * N e _‘ By JOHN C. GARDNER * v ST

State Of Trade _ com::;?‘i; ;:;.:elnd“ 1 : ) ) President, New York Coffee and Sugar Exchange :

- Food Price Index After tracing organization of New York Coffee and Sugar Exchange, Mr. Gardner outlines develop- -

: alld Industl' Bk Production ment of sugar futures trading inaugurated in December, 1914. Stresses value of sugar futures as price %

. . e my - . ess Failures . a . * : Y

. ¢ e r e T insurance to all concerned-in sugar transactions, and points out New York Coffee and Sugar Exchange :

- J has now n.lad_e sugar markets of world a homogeneous whole. Holds Exchange has materially lessened‘-ﬁ
While total industrial production continued to reflect an advance e of dlshlbghon 'apd ks aided financing of growieg crops. and warehouse Abecks,

the past week the increase was a rather minute one owing to limi : ' .
supplies of certain raw materials and a dearth of sorr%e tyggslt%% ) Introduction

skilled labor. The condition of employment for the country as a ' Reference to the program of this meeting will show that T am scheduled to cover the
whole continued at a very high level, but labor disputes showed a | Import Commodity markets. When I first received the assignment, my impulse was to go

derate upward swing as unions’ isi LY et (- . ; . . ~ .
{‘,‘,‘; '?'l;ft-Haprtley Fad g as unions essayed to test the provisions of | to I.the vpublhc wh.zr)::ug‘ :\rx‘)cgl etiglve into the history of the various organized commodity

Total civilian employment- sm . in i . -

the Bureau of the Censpuszeports.s F?,ihfy?e zg}eéf(e,:?ﬁ;;ﬁi; 1‘2 gﬁﬂryg " that: provide I believe you will agree that it is|more compelling and specific rea-
were 60,070,000 workers on civilian payrolls, representing 60 000.000 | o= _ futures ‘trad-|not necessary to study exhaus-|sons leading to the formation of a
jobs for the second consecutive month despi’té a moderate slamp in' | & : ing facilities|tively. all the -commodity ex-[definite organization or Exchange,
Y fcultural employment, ‘Tt is further reported that the total civilian iy the Lupor: gg::pgesf § order to get 3 doed s e Rl g Ay
. force is up by 2,5 1 ; . ! “co es, of the and meth- | already ' there, ‘beea it is s
iﬁg;:nent ipsbypz’zbéiéo%?’qm UVET.A yonr, ago, i tqtal clvilian em-~ R : _such. as rub-jods -of .operation, If a student|recorded that trade pract’ces very :

. .Steel ingot production the"pre\}iou's week declined by almost 2%" 3 ber, cocoa, masters the workings of one . of |similar to a “futures” market were
¢nd scheduled output the current’ week, according to the Ameri @ * silk, peppert,]|them, he will have a good under-|in’ operation. The coffee import-
Iron and Steel Institute; -will be at 92 8% of capacity, or a -furt%an coffee and|standing of themall; - . - .. . |ers.and merchants of that time
decrease of 0.4%. The extreme warm »w'eagher adverselg; affected rgi = sugar; and|l Therefore, at the risk of incur-|were faced with the -same- prob-"
cuction and thus increased demand . further-for sheet- steel and geei \ then endeavor |ring Mr. Higgons’ displeasure for |lems -as' our - present-day mer-
parts which were already in short supply . : ¥ _to-cover them |departing.somewhat, from ‘my as-|chants. " Their - customers wanted .
. A serious handicap- in the production of much-needed- steel ‘is to 8 all. briefly.|signment, I have chosen: sugar as|to -purchase for -future delivery, -
be found in - the- present scrap mietal situation; Shortages ‘of such ’ Upon _reflec- fmy commodity and the Neéw York |and it was up to the merchant to
scrap metal necessary to produce iron and steel have reached a criti- tion, that ap-|Coffee & Sugar Exchange, Inc. as|make the sale and then'protect
cal position, espeeially at a time when reserves against fall and winter ~ ¢ proachseemed |the futures market for discussion |himself as best he could against-
demands are usually built up. Further, current. consumption of pur- ' John C: Gardner | Wrong. I am this afternoon, since my . entire |a rising market, Or,perhaps the
chased scrap is 2,200,000 gross' tons per month: an all-time high v?hile e t ' “not experi-|business: career of 28 years has | merchant and roaster had to accu~
inventories of consumers and-dealers are at an al-time low. ' tnced in research; I am not a|been with firms engaged in the|mulate stocks at times in antici-

With the rising .cost of living pushing prices ever higher into the historian, nor do I make any pre- importation, ‘sale and distribution | pation of- the future-demands of
ethereal blue came word last -week: from Attorney General of the tenses. to being an economist. I|of raw and refined sugar, and |customers, and then protect them-
United States, Tom C. Clark, to the effect that he had given instru could copy from the various text-|trading in sugar futures on the |selves if they could against a fall-
tions to the anti-trust division of the Department of Justice to logl; books the enumerated  economic|Coffee & Sugar Exchange. I stand |ing market. - Sometimes specific
into the situation and determine whether conspiracies exist to main functions of a futures market and |before you, then, not as a theorist | shipments suffered loss at sea, or
tain or increase pfices in these fields Previgu to this anno ~ | after reading them to you the re-|able to trace out all the economic | boats were delayed. A merchant,
ment. Emil Rieve, Chairman of the CIO's full em slo men?:ca n qrtltce- sult would be merely an echo. You |effects of -futures trading, but|under those conditions, in order
demanded of President Truman that he call a s gcigl sessioomrfmc ee, | vould know but little more than|merely as an ordinary practical |to make good on his promised de-
gress to restore price a;ld rationing controls to cg ith ri BOL 0N you know about our Exchanges mechanic trying to explain some |livery, would turn to .other local
but the President has shown no ingclination in thptegiv . frxsmg Prices, |} ore in New York. Many of the|of the common, everyday uses of | merchants and acquire the needed

Lumber production for the week ended Aug 2 g%%ﬁ%réa slightly textbooks to which I would refer |one of the tools of my profession. | goods. For these and many other -
with output amounting to 198,821,000 board feet. Lumber shipmenis |\Vere written by guests present) History reasons, all quite logical agd Sr
;veggqaln;ostt 71;% below production while. unfilled orders’ amounted e';i g a}s’:bl eitecadh é‘ { Gty St T Sogir Tidsange (Continued on page 30)

0 72% of stocks. ; ’ e sensible roach appeare g _

Civil engineering construction also showed a falling off and was- to be to choose the one-commaodity 3’135“ orgar;}zed . én " flSBé, fﬁ“t 4 [ ~
48% below the level of the previous week as volume totaled $57,401,-. and the one Exchange about which . ?:1 g'ggin OI;}vcaso o?&in:e(g ?:gte}}{e IR AMERICAN MADE
?33&%?”&? fvzx;si(tr;féxc%r‘liizr;quptqd to $24,425,000, or 49% ‘below’ the éeﬁﬁ%‘;vné;hiz }T‘!:)OS&-H dﬁzgndﬁth)gi 02 < a:ticle.g It forcmation, accod 1) MARKETS IN

Clothing production was at‘a high level the previous week but (oughly the theory of futures trad- |ing to one account, was due largely |]. CANADIAN |

SECURITIES
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was impeded by a lack of experienced labor and several types of | ing may not be familiar with the to the disorganization existing i1r1‘
c’lloth. Work (cilothing andkliosiery production increased.. Shoe output i)'ractlcial eV?l‘yda%' b%SIness %Eera- 'ﬂ%eoir%%r%(gtfxziiotgadfglﬁi ga ;ﬁi‘és
also rose and order backlogs for medium-priced shoes  expanded |tion of a given Exchange; there-|0 - ! : i . -
considerably, .~ i .01, P f s ¥ 0 Fay fore, if I stick -to.down-fo-earth|and the failure of a syndicate that || st
‘ Industrial chemical production continued on an accelerated scale | cases, without any flights into the |had tried to maintain a monopol~ || Abitibi Power & Paper
but paint output i % tficient to fill th 1 d d. |realm of theory, I stand.a better [during’ the preceding years It B C
put remained insufficient to fill the very large demand. |3 of- ) : r|! ; =C J rown Company
Although the number.of business failures has grown consistently chance to impart a little informa-|Wwas. an- attempt to bring order. _— 2 f o
larger, month by month, since V-J Day, it continues.to be well below | tion that: is new to you, and per- out of :chaos; to stabilize prices | Consolidated Paper -
prewar levels, - The 299 ‘concerns failing ‘with losses. to ‘ereditors in |n4ps contribute  a- e o' Iby broadening. the market anc it s s
July was slightly above the June figure of 283 and four. times the h::psk v_-c.on;rxbpt_e ‘a ml_teh"to ‘our | pffering protective hedge fgc‘l{- e »»E,legtlrolux Fm .
e T S kg hre oy, Puwrmors ey o i | st & Onta P
e R By ooy *An address by Mr. Gardner at|and standards; to root out unethi- M i
. ‘There has been a.very sharp rise in 'lpbxlltles since the end |y gorosiim on Commodity. Mar- [cal trade -practices and . set up || . . annda Ml.ﬂesr Ltd.
of World War Il with the :total for -July '$37,137,000, or double ¥ s : i - : . . ) .
- that of the previous month and the highest volume of losses for keting and Distribution, under the [machinery for the arbitration of
i RLOVIONS s e I | auspices of.the National Associa-|disputes; and to collect and dis- n ART SMITH & Go
;!;i: Eoith 3‘““&111%% ’5%‘;"; et e habihtg. in J“ly“‘;" as $124,204 |4 Commodity Exchanges and |seminate accurate and useful trade .
 as compared with $43,565 in the corresponding month a year ag0 | Aljied Trades, Inc., New York [statistics and market information. || WILLIAM ST.,.N. Y. 5 HAnover 2-0580
A s e e g : L |city, Aug. 14, 1947, - These are’ perhaps some of the Bell Teletype ¥ ;368
n increase in the number of large concerns failing pushed up . o ;  New York Montreal 'Toronto
the July liability total. Businesses failing with losses-of $100,000 or-
more rose to 41; of these, four involved liabilities in excess of a

million dollars. ‘ ' '

STEEI PZ&(::)SUCTIO D CLIN .S SLIGHTLY FOlIE WEEK : Port|and General EleCtric com- wn
N DECLINES SLE [T o & CO.,Inc.

- The ‘American Iron' and 'Steel Institute' anhounced on Monday Portland Electric Power 6s, 1950 LAMBORN &CO ?

of this week the operating rate of steel companies having 94% of || - . : 99 WALL STREET

the steel capacity of the industry will be 92.8% of capacity for the ¢ Ténhes ce Gas & Transmission ;
week beginning Aug. 18, 1947, as compared with 93.2% one week ’ 5 S . z NEW YORK 5, N. Y.

ago, 93.1% one menth ago and 89.7% one year ago. This represents | 2 ; . | —
a decrease of 0.4 point, cr 0.4% from the preceding week. Bought—Sold—Quoted
; SUGAR

gl 'l'l‘l;e v:eek’sdoper:ting rate. is c:;niivalles% ;?)01,:;23,900 tons oli ¢
steel ingots and castings compared to 1,630, ons one wee ;

"'ago, 1,629,200 tons on n%onth ago, and 1,580,900 tons one year ago. ) FREnEnIG H ‘ H ATGH & . co. . lNG. Raw—Refined—Liquid

The Federal Trade Commission laid its heavy artillery on the AR ' Exports—Imports—Futures
Stqel industry this week and let fly with a mighty salvo on price con- ; Established 1888 v i A
spiracy, and multiple basing points. The attack was aimed at the . MEMBERS N. Y. SECURITY DEALERS ASSOCIATION
multiple basing point system used in steel selling since 1924, accord- 63 Wall Street, New York 5, N. Y. Bell Teletype NY 1-897
P . (Continued un page 24)
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European Recovery Vital: Marshall

Secretary of State tells Rio Conference U. S, has assumed heavy

burden in effort to meet minimum

economic requirements of Europe,

whose rehabilitation is vital to the Americas. . Upholds theory

“state exists for man.”

In a prepared scheduled address before the Inter-America De-

fense Conference at Quitandinha,

Brazil, on Aug. 20, Secretary of

George C.
Marshall
stressed the
need of Eu-
ropean rehab-
ilitation as vi-
tal to the in-
terests of the
Americas. and
boldly de-
nounced’ limi-
tations upon
-individual
freedom based
upon the fhe-
ory that man
exists for the
State.

. “The grave
political problems confronting the

world today are largely due to the
c_omplete disruptions of normal

George C. Marshall.

BALTIMORE

Bayway Tefminal

Emerson Drug
Class A & B

Jacksonville Coach Company,

Common

Vermont Lighting'

Common'

STEIN BROS. & BOYCE

Members New York & Baltimore Stock

Exchanges and other leading exchanges

6 S. CALVERT ST., BALTIMORE 2
Bell Teletype BA 893

economic and- social - relations,”
Secretary Marshall stated.

“The extent of this confusion
is ‘much more marked in Europe
and the East than in this hemi-
sphere. Our problems . are long-
range peacetime problems requir-
ing more intensive economic plan-
ning for the more efficient use of
the tools of production and of
the abundant resources at our dis-
posal ‘with which to raise the gen-
eral standard of living of this
hemisphere. The resources and
technical skill of private enter-
prise, the resources of our gov-
ernment and = of international
agencies' such as the Pan Amer-
ican Union, the World Bank and
, International Monetary Fund,
must be intelligently applied to

of this productive capacity.
| “The government of the United
States of America: has assumed

termined effort to meet the mini-
mum economic requirements of
the areas devastated by war and
now threatened with starvation
and economic chaos. In assuming
this burden we have not lost sight
of the economic problems of the
Western Hemisphere, As a matter
of fact, the economic rehabilita-
tion of Europe is vital to the econ-
omy of this hemisphere. My gov-
ernment will continue to take up
economic questions. with its sister
republics and seek a sound basis
for practical cooperation. Each. of
our countries must do its part in
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the achievement of this goal,
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Bretton Woods in Retrospect and Prospect

By DR. F. A, G. KEESING*

Professor of Monetary Thcory, University of Amsterdam
Advisor to Ministry of Finance, Holland

Il

The Problems and Difficulties Facing the International Monetary Fund

Continuing analysis on the Bretton” Woods Agreements, published in last week’s “Chronicle,” Prof.
Keesing points out present disorganization of European-economy and postwar chaos will prevent Inter-
national Monetary Fund from achieving its objective of establishing lasting international monetary
nd has means to re-establish equilibrium and foresees continuous

- scarcity of dollars for many year:s even under liberal loan grants by U. S.. Py

equilibrium. Expresses doubt Fu

. There can be no doubt th
have to fight what British A
odds.” The disorganization whic

to a large ex-4

at the Fund and the Bank, with their ambiti(;us aim, will ;

rmy bulletins, used to describe so significantly as “terrible

h existed in 1939 and which in itsélf could be regarded

> . tent as an in-
P 4 direct heritage
of the . first
world war,
was followed
by a -war
many  times
more destruc-
tive- than its
pred ecessor.
Everything
remarked
above . con-
cerning - the
economic dis-
ruption since
1918 is equal-
ly - applicable
to the present situation, but raised
to the n-th degree. As a result of
the greater effectiveness of mod-
ern weapons, the longer duration
and the greater territorial exten-
siveness of military operations,
and - certainly not lastly ‘as a re-
sult of the advanced technique of
economic’ intervention, economic
resources have this time been de-
stroyed to an unprecedented: de-
gree, -

What is of importance in this
connection is that the war has
brought ~about a situation in
which the balance of payments
equilibrium, disrupted already for
many years, is upset more thor-
oughly than ever. In innumerable
countries the war, by its destruc-
tion and exhaustion of the pro-
duction apparatus, has at the same
time reduced the export possibil-
ites and increased import neces-
sities to many times their prewar
size, Extensive international cap-
ital claims have become valueless
through war activity or have been

liquidated on behalf of the war

F. A. G. Keesing

*Translation of final part of an
address by Dr» Keesing at an As-
sembly of the University of Am-
sterdam, Amsterdam, = Holland,
June 12, 1947, The first part was
ptlxblgshed in last week’s “Chron-
icle,
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effort. The countries which ex-
changed their traditional creditor
status for a debtor status in this
manner saw. further possibilities
of financing their imports escap-
ing them through the loss of their
capital incomes. The general lack
of foreign currency is alarming;
the network of currency restric-
tions"in which international pay-
ment intercourse is caught .is of
a stringency which is sufficiently
explained by the urgency of the
balance of . payments problems.

! 'In this postwar chaos a large
part of ‘the former belligerents
has, to put it bluntly, to be re-
arded. as. paupers who are a
urden internationally, The num-
ber of countries which will never
be able to regain their lost pros-
perity by their own strength is
legion; the reconstruction of our
ravaged world cannot be achieved
other than by international suc-
cor and cooperation, Where many
are afflicted and many others do
not possess the means to contrib-
ute to world recovery in ‘a deci-
sive manner, there remains but
one country which possesses both
the' material and ' the financial
possibilities to make the economic
cooperation of the United Nations
a success, Irrespective of which
international economic problem is
broached today, it is always the
relations between the United
States of America and the rest of
the world which will; in the first
place, prove of importance for its
solution. : ’

The problem of Bretton Woods
must therefore also be regarded
against this background.

What now, can be observed in
connection with the Fund in the
first . place in the light of the
foregoing? It has been noticed
‘that public opinion in Holland
has occupied itself but sparingly
with the merits of the Monetary
Fund and that fundamental anal-
yses of its possibilities and short-
comings were barely encountered
in the Dutch trade and financial
journals. The causes of this
omission, if one can call it such;

|'are. very clearly -reflected in the

parliamentary deliberations de-
voted to this subject in December
1945.  After- their liberation, the
Netherlands have, in the first
place, hardly had an opportunity
to absorb themselves in the sub-
ject under discussion. The text of
the agreement, which could only
be accepted or rejected, was al-
ready laid down at that time. Con-
sequently parliamentary or other
detailed criticism was of no prac-
tical value. . . !

If I am not mistaken; the ma-
jority would have preferred a
structure of the Fund which would
have been different in several re-
spects. The -~ “articles of agree-
ment” cohstitute a compromise
between the original plans of
Keynes and White in which, how-
ever, the American element pre-
vailed strongly.. As in England,
the greater suppleness, the broad-
er basis and the slighter ties to
gold which the Keynes project
advocated, were appreciated in
Holland. Nevertheless there could
be no doubt that in the given
circumstances Holland, both for
idealistic and practical reasons
could not afford to hold herself

aloof from this agreement. The

draft was therefore accepted by’
both Chambers with a mixture of
reserve and hope. In England,"

where there was no lack of pol-
emics, the case ‘was essentially

the same. “The-Economist” sums’

med up its point of view as fol-

lows, somewhat crudely perhaps -

but plainly: “If an answer has to
be given now, and if it must be

Yes or No, it surely cannot be
No. The dangers . . . are certainly,
not great enough to weigh in the,
scale -with the ‘dangers of repuls-,

ing the assistance of the United

States in the world’s reconstruc-

tion labors.”1

. Advantages of Fund

The advantages. offered by the
Fund are obvious.

have, by virtue of an agreement,

given expression to their willing~’

ness to observe and live up to
clearly defined rules in their
mutual currency relations, The
harmony which came about auto--
matically with the classical gold
standard is hereby replaced by an.
expressly international coopera-
tion without which no results can’
be expected in.the present cir-
cumstances, In the second place-
the Fund, which enjoys the favor
and protection of the United Na-
tions, must be regarded as one of"
the means through which they are

prepared to contribute to postwar -

recovery,

This does not mean that various”

serious objections cannot be raised
against the Fund. The fixing of-
exchange parities, which has in
the meantime taken place, has
undoubtedly come too soon to
serve as a lasting bass for pay-
ment intercourse which  will pres-
ently take place freely, It is re-
markable that the Fund has in
no single ‘case made use. of - its
right to object to a parity declared
by a member; no attempt has
therefore been made to achieve in
advance some coordination in this
ticklish question. It is rightly
feared that in future the difficul-
ties' of over- and underestimated
currencies wil occur as before.
‘The period of five years within
which the foreign currency re~
strictions which are st.ll tolerated:
must be abolished in principle is:
most certainly too ‘short. In ac<
cordance with the aim set-.itself
by the Central Planning Bureau;

the current items of the balance -

of payments could be in equilib-

rium in 1952 as far as.Holland is .

concerned. Apart from the very,
likely probability: that this. aim:
will not be achieved, thé circum-
stance that . this partial equilib+
rium itself is founded on the as-’

sumption of a continued foreign'

currency control must be taken
into consideration and . also - the,
fact that no attention is paid to
the redemption obligations which'
will continue to cause a deficit in
the balance of capital. It can
therefore be predicted with a fair
degree of certainty that Holland
will not be able to dispense with,
her currency restrictions within
the stipulated time limit; it may
be assumed that this problem is
(Continued on page 32)

§

1%“The Economist,” July 21, 1945. |

In the first’
place, it is of the greatest signifi-
cance that more than 40 states.

¥
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From Wa‘;i;{ngton

Ahead

of the News

'By CARLISLE BARGERON

~ VANCOUVER, B. C.—Vancouver buried its mayor 'thé h

day, apparently a much beloved public servant. The newspapergtdgf
yoted almost as much space as we gave to Roosevelt’s death. Thou-
sands of people stood on the streets as the cortege passed, the pro-

cession.was a mile long.

<" What impressed the writer, however, was that the sorrow seemed

genuine. The

politicians
who walked
afoot did so
with bowed
heads. Even
the man who
hopes to suc-
ceed him
seemed genu-
jnely sad. I
have no way
of knowing
whether the
sadness was
i 1t

s eeme.d,
though, to be.
It was so .
much different from the funerals
of American politicians that T have
covered as a reporter. There is
scarcely any concealment of the
political shenanigans befc_»re the
pody is cold. Congress gives an
escort to the home States of its
deceased members and it is in-
variably selected of members who

Carlisle Bargeron

want to make the trip home for/

a particular purpose and in this
way their expenses are paid.
On some of the more auspicious
occasions on which the* deceased
yates a special train there is little
‘disguising of the gayety and hard
‘drinking. This was particularly
‘true on the train that took Sena-
tor Joe Robinson, -the majority

leader, to his home back in Arkan-

-sas. Amid the Bourbon and “crik”
‘water, as Jack Garner used to call
\it, the politicians schemed about
what was to be done with the Su-
preme Court packing bill. There
‘was no mourning; little was said
of the services the deceased had
-rendered. Several weeks later, a
woman of a town through which
the train had passed, wrote Wash-
ington - newspapermen asking if
-she could be given the name of
«the Congressman in the red bath-
robe who waved at her,

Western Canada, at least, doesn’t
seem to be worrying about any
dollar shortage. You :-give your
American bill to the waitress at
“the restaurant and as apt as not
“she will give you the change in
American money. She’ certainly
"will if you ask for it. o

This part of Canada must be
.making- a pretty penny out of
“American tourists. The trail is
crowded; at every place you en-
counter people trying to get hotel
.or ‘rail accommodations. - Insofar
‘as the Canadian dollar being some
7% % cheaper than the American
glollar is concerned, it means noth-
ing unless you buy your Canadian
money in the United States. . In
Canada,- the. dollars are looked
upon -as interchangeable -at. face
value.:: Except .when .you..go. to
' exchange . Canadian - currency for
‘American money.  Then there. is
‘a charge of % of 1%. - Government
! decree seems 'to have-frustrated
; the law- of ‘supply and ‘demand. '
(" ‘ The newspapers here, under the
‘ theme of “Don’t sell Britain’s fu-
. ture short,” give some mighty in-
.,tere:sting ‘news. of the Socialist
- Goveriiment’s  plans for ‘develop-
ing her Colonies. If true it doesn’t
(ﬁt il with the bleak picture which
we get of Britain at all. We are

“told that bulldozers and earth

movers are working the soil of
‘Tanganyika, northern . Rhodesia
rand Kenya for planting purposes;
- that the program . calls for their
plowing up 3,100,000 acres of Mid-

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

glle Africa. All of it isto be planted
in peanuts and by 1952 the Gov-
ernment hopes to get a billion and
a quarter pounds of peanut oil..

) Parliament, we are told, is vot-
ing. $400,000,000 for industrial and
commercial development . of the
Colonies, mostly those of Africa.
Cotton and tobacco plantations are
expected to predominate,

Britain, according to this infor-
mation, hopes to draw rice from
Sierra Leone and Borneo, tobacco
from Central Africa, manila hemp
from Borneo, bananas from the
Cameroons, palm oil from Malaya,
sugar from Trinidad and Mauri-
tius, cotton from Uganda, and more
cocoa from West Africa which al-
ready produces more than- half
the world’s supply.

Bacon and cheese factories have
already been built ‘since the war
in Nigeria on the West African
Coast. Meat packing plants have
gone up in Tanganyika, Jamaica’s
production' of sugar has doubled
and her tobacco crop hasincreased
so much that at present.all of the
cigars used in Britain come from
there. Tanganyika has tripled its
tea output and Kenya and Nyasa-
land have made smaller. percent-

age gains. Harvest of timber from|
British Guinea in South America|

and the Gold Coast and Nigeria
in Africa has almost doubled.

British engineers are hunting
coal, oil and bauxite.
standing what we hear about ship-
ping shortages, the Colonies that
remained out of enemy hands
were said to be doing 50% more
trade at the end of the war than
before, imports growing from $463
millions in 1938 to $718 millions
in 1945; exports jumped from $465
millions to $678 millions. Colonies
lost to the enemy have bounded
back into world trade.

All this means a lot to Ameri-
cans who have cotton, tobacco,
peanuts, ‘etc., for export.

To add to the cockeyed picture,
Canada which has shortages, al-
though it has just removed the
two meatless days a week, at the
behest of American tourists, is ap-
prehensive lest Britain’s new aus-
terity policy will reduce British
purchases in this country. Canada;,
like the United States, gives or
lends money to Britain to make
the purchases in the first place; is
worried the merry-go-round may
end, or be sharply curtailed.

It is announced here also that
the United States has renewed re-
strictions against Canadian lum-
ber.. There had been no relief in
the U, S. housing shortage when
I left a couple of weeks ago. Cana-
dians ‘complain, too, that  the
Americans are underselling them
in lumber exports. i
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~ More About Sun Spots and Economic Cycles

By DANIEL PINGREE

‘X'ih‘r, comm.enting on his pr_evious article in the “Chronicle,” explains limitations of the sun-spot
theory of business cycles. Points out other factors in human affairs may disturb accuracy of the
theory. Holds- working out of theory may be disturbed by use of currency rather than gold prices

in price indexes, and concludes mere chance may set off the chain

reaction characteristic of cycles.

__ On May 29, 1947, the “Commercial and Financial Chronicle” published a short
article of mine on sun spot cycles and prices of the common stock of the Erie Railroad.

This article has brought a number of letters, including one
who wanted ¢ £

from a minister in California

to use sun
spot theory in
p s ychological
work with his
parishioners.
Sun spot
theory is in-
teresting and
suggestive, but
it does have
its limitations,
and; in order
to correct any
impressions
that may havé
been gathered
from the first
article, it ‘
would be well to state that even
in physical and economic phe-
nomena, let alone ‘psychological,
there are other cycles besides
those occasioned or accompanied
by sun spots, and many fluctua-
tions remain which cannot be -ex-
plained by any cyclical theory
whatsoever. :
. For instance, let us divide time
from 1863 on inta 18-year periods,
periods which have nothing to do
with sun-spot cycles. It just so
happens that in each of these pe-
riods there are two depressions,
except for the last, which is not
yet ended:

the sun spots. Ultra-violet radia-
tion, ozone, atmospheric electric-
ity, and. certain other weather
phenomena are defnitely asso-
¢ |ciated with sun spots; wliile with
| |18-year cyclg, or with many
i lothers, there is no such associa-
'tion, or there has none as yet been
found.
However, it is not necessary
‘always to know cause to make a
rough prediction of certain future
‘events. A common, and quite
ltrue, generalization is that what
fgoes up must come down, or as
Shakespeare more poetically put
it, “There is a tide in the -affairs
of men. . . .7 Some security
analysts; like the originators and
users of the Dow-Jones theory,
base themselves firmly on this
generalization; and keeping them-
selves studiously aloof from all
questions of cause or exact dura-
tion, merely say that once a trend
is established, as evidenced by a
certain event, then that trend is
likely to continue until a certain
other event occurs. This type of
prediction- is usually quite safe,

since once the pendulum starts to
move in one direction, it gener-
ally moves quite a way before its
course is reversed. To borrow

Daniel Pingree

It is evident that the Roosevelt
Administration and ~the recent
war, between them, have provided
non-cyclical events, unless war
itself is cyclical, invalidating the
54-year cycle so far as the aver=
age speculator is concerned. Any=
body - selling commodities short
during the past few years would
obviously .have taken a tremen-
dous licking. N

Gold Prices -
" And yet it is possible to show . .
that if the 54-year cycle measures
gold prices of commodities rather
than -currency prices, and if the
black market in gold comes nearer
to true -value than the arbitrary
$35 an ounce figure at which the
government buys, but does not
sell, gold, then gold prices of
commodities now are actually less
than they were at the bottom of
the 1929-32 depression. For gold
in the black market in certain for-
eign countries now sells for as
much as $100 an ounce. This the-
oretical justification of the 54=
year cycle provides cold comfort

Period—

1881-1898
1899-1916

Depressions
1873,1878
1885, 1894,
1908, 1914,

terminology from the atomic
‘bomb, a chain reaction is set up,
one economic misfortune or suc-

| 1935-1952
Notwith~

.| concerned, is that plausible causes

1917-1934 o cemee emn21921,1929 2
Iwhole world is affected. .

. May Be Misleading
As an example of how mislead-
ing cyclical theories can be to an

The implication is, of course,|
from these series of figures that/|
there is going to be a depression
sometime between now and 1952
Well, there may easily be such a,
depression, but it cannot be proved,
from, the series of figures given.
If, in walking down the street,
it so happens that every other
man met is a red head, and that
the last man had black hair, there
is no assurance whatsoever tha
the next one’s hair will be red.
In other words, no conclusion
based purely on the statistics of
past experience is valid, unless
causation can be shown. If there
is a plausible cause for a red
head following a black, that is a
different matter, depending on
just how plausible the cause is;
but if there is no such cause, then
the supporting statistics, no mat-
ter how impressive,  must be
charged to coincidence.

The only advantage of sun spot
cycles over others, so far as bio=
logical and .economic data are

unless the causes behind the
theory are thoroughly understood,
and allowance is made for other
cycles and for non-cyclical events,
take the 54-year Kondratieff cycle
of economic behavior, and specifi-
cally of wholesale commodity
prices. This 54-year wave move-
ment has been inferred from data
we have covering many centuries,
and seems as well established em-
pirically as any economic cycle
known, although we can only
guess at why it should be 54 years
rather than some.other number.
Recent peaks of the cycle have
occurred in the years 1817, 1871
and 1925; and recent troughs in
the years 1790, 1844 and 1898. ' If
the rhythm continues, the next

i nection with
C? 8’ shiown, fn €08 trough is due in 1952.

cess generating another, until the|.

average speculator or investor,

to a speculator who has been com=
pelled by law to trade only in the
dollar .value of commodities and
not in the gold value, and .may
not even own gold, except what
he can.carry in his teeth and as
ornaments on his person.

Mere chance may set off the
chain. reaction characteristic of
ceycles, but intellectually we are
left unsatisfied by such a facile
explanation. Cycles are so com-
mon in all phases of our expe-
rience,” and so readily interpreted
in the physical and chemical
fields in terms of certain funda-
'mental and simple principles, that
it seems logical to expect that they
cdn also be so interpreted in the
economic ‘and biological fields.
Work continues along this line,
ond will continue until somebody
finds an answer to the problem, or
proves . definitely that it is in-
solvable.

With McMaster Hutchinson

(Special to TuE FINANCIAL CHRONICLE)

CHICAGO, ILL.—John H.
Schultz, previously with Mul- '
laney, Ross & Co., is now with
MecMaster Hutchinson & Co., 105
S. La Salle Street, members of |
the Chicago Stock Exchange.
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AUGUST 20, 1947

TOUCHE, NIVEN & CO.
ALLEN R. SMART & CO.
GEORGE BAILEY & COMPANY

announce -the formation of a parmership to
merge their practices as

__CERTIFIED PUBLIC ACCOUNTANTS—

o!t September 1, 1947 under the name of

NIVEN, BAILEY & SMART
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Public Utility _S@urities

Potomac Electric Power
~ Washington Railway & Electric is a subholding company in the

North American Company system,
80% of the common stock. Washi

controlled by ownership of about
ngton’s principal subsidiaries are

Potomac Electric Power Company and Capital Transit Company, the

equity interest in the latter being only 50%.
simplification program for the North American system several plans

In connection with the

: e &
have been. devised to eliminate®

the subholding company. A final
plan received the approval of the
SEC on May 15, and of the Fed-
eral Court June 16. To facilitate
the plan, it is also necessary to
recapitalize Potomac Electric and
this plan was approved by the
SEC July 30. \

- Under the new plan washing-
fon will dispose of its interest in
Capital Transit by offering righ_ts
to its own “stockholders. It will
then use the cash thus obtained to
retire a-small bank loan. The non-
callable 5% preferred stock will
be retired (when the plan is de-
clared operative, probably in -a
few weeks) by exchanging each
share for one share of new pre-
ferred stock of Potomac ($50 par)
and 4 shares of new Potomac
common. Each share of Washing~
ton’s common stock will be ex-
ehanged for 40 shares of new
Potomac common stock; the parti-
eipating units would receive one
ghare each, Potomac Electric
would take over any remaining
assets of Washington and assume
any remaining liabilities, ;

- Potomac Electric ‘is refunding
its 6% and 5% % preferred stocks,
issuing two shares of the new $50
par 3.60% preferred for each
share of the,old, to those holders
who wish to 'make the exchange.
Competitive bids were recently
received to underwrite the unex=
changed stock, Dillon Read & Co.
being the successful group. Under
its recapitalization plan and mer-

companies whose residential rates
are regulated by a “sliding scule
plan.” This may tend to explain
why ‘the earnings have shown a
declining trend despite a gain in
revenues during 1939-46 of over
one-half, resulting from the large
increase in' Washington popula-
tion during the war. The com-
pany’s rates have been “automa-
tically” reduced from time to time
in accordance with the plan, based
on the company’s earnings in re-
lation to the formula set up under
the plan. About three years ago
the District Commission ordered
certain accounting adjustments
and changes in the.plan which
tended to reduce earning power.
The allowable rates of return on
the fair value of the property was
reduced from 6% to 5%%. The
rate base was reduced by some
$5,600,000 or more and the annual
provision for depreciation was in-
creased in an amount equivalent
to about 9c a share on the new
common stock. These drastic
changes were appealed, but the
original order was sustained and
has ‘now become effective. Re-
funds . to customers covering the
necessary amounts. for the three
year period have been made from
reserves (or will be made). The
earnings as stated above are on
the new basis. '

While it is difficult to make any
exact estimate, present earnings
would ‘appear somewhat below
the: 5% % now allowed. The

ger with Washington Railway, the
¢ompany will have outstanding
about $44,000,000 debt, $11,250,-
000 preferred stock and 2,961,250
shares of common stock.
Earnings and dividend pay-
ments.on a pro forma basis have
been as follows:
Divs. Earnings

1946 ___________ $0.97  $1.04
1945 77" 1057 1,24
1944 _____TTTC 097 1.9
1943 ________TTT 106 1.27
1942 _____TTTTT 105 119
1941 ____TTTT7C 120 120
1940 _______ - - 120 1.20
1939 _________ - 132 130

Potomac Electric Power is one

of perhaps two or three utility

Securities and Exchange Commis-
sion, in passing upon the Wash-
ington ' Railway plan, concluded
after a study of PEPCO that earn-
ings on the .new common -stock
would range between $1.00 and
$1.15 per share on the new com-
mon and that dividends of 85¢ to
90c might be paid. However, this
earnings estimate would seem to
be a little on the optimistic side
siace 1946 share profits after al-

“|lowance for increased deprecia-

tion would have been only 95c¢
and current earnings appear to be
running slightly lower. Possibly
the SEC envisaged an upward re-
adjustment of rates at the end of
1947, -

Washington Railway and Elec-

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

BOUGHT — SOLD — QUOTED
*Indiana Gas & Waier

*Prospectus on Request

PaNe, WesBeR, Jackson & Cupms

Established 1879

Federal Water & Gas

Southwestern Public Service

Direct Wire

m

Chicago Railway First 55,‘ 1927
Chicago City Rails 5s, 1927
Calumet & South Chicago 5s, 1927

——

GILBERT J. POSTLEY & Co,
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tric units .are currently .selling
around 18 over-the-counter and
presumably the new . Potomac
Electric (when issued) would sell
around the same price, since it
appears generally assumed that
the plan will go into effect
around Oct. 1,

New Anti-Trust Moves

Following close upon Federal
Trade Cemmission’s charges  of
collusion among steel companies
to fix prices, Justice Department
enters suit against tire manufac-
turers and colored motion picture
producers on ground of price
fixing. Olds of U. S. Steel Cor.
poration denies charge,

Following the announcement of
charges by the Federal Trade
Commission that the major steel
producing companies through the
basing point .
method of
marketing
have been
guilty of a
coaspiracy to
fix prices and
restrain com-
petition, At-
torney G en-
eral Tom
Clark on. Aug.
18 announced .
that he had
filed a crim=
inal 'informa-
tion suit
against eight
manutacturers
of automobile tires, the Tire Man-
ufacturers - Association ‘and ten
individuals charging they were in
agreement to fix prices of tires
and tubes. = The suit was filed in
Federal District Court- for the
Southern - District of New York.
The defendants listed are:

Rubber Manufacturers Corp.,
Inc., ‘New York City; the Dayton
Rubber Co., Dayton, Ohio; Fire-
stone Tire & Rubber Co., Akron,
Ohio; General Tire & Rubber Co,,
Akron; B. F, Goodrich Co., Akron;
Goodyear Tire & Rubber Co., Ak-
ron; Lee Rubber & Tire Corp.,
Conshohocken, . Pa.; Seiberling

(Continued on page 39)

U. S. Authorizes
Britain fo Suspend
Convertibility

It was officially announced in
Washington ‘yesterday (Aug. 20)
that the United States, in an ef-
fort to ease Britain’s economic
crisis, had granted “‘emergency
permission” to the United King-
dom to suspend dollar payments
to all nations except the U. S,
The concession, in effect, amounts
to, suspension of the sterling con-
vertibility clause which, pursuant
to the loan agreement, became ef-
fective July 15.

Tom C, .Clurk

S ———r

_,_“'———-——-—————\
Dealer-Broker Investmeni
Recommendations and Literature

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

Fire Insurance Stocks — Circu-
lar discussing depressed values
in a rapidly expanding industry
—Laird, ‘Bissell & Meeds, 120
Broadway, New York 5, N. Y.

Public Utility Integration Trends
—H. Hentz & Co., 60 Beaver St.,
New York 4, N. Y. )

Rubber Industry—Detailed dis-

| cussion in current issue of “Per-

spective”—Calvin Bullock, 1 Wall
Street, New York 5, N, Y.
® % %

Allied Paper Mills—Iate data—
Moreland & Co., Penobscot Build-
ing, Detroit 26, Mich.

Artkraft Manufacturing Corp.—
Descriptive and. illustrated bro-
chure—Comstock & Co., 231 South
La Salle Street, Chicago 4, 111,

Bird & Son Co.—Memorandum
—Buckley Bros., 1420 Walnut
Street, Philadelphia 2, Pa,

Also available are memoranda
on - Eastern. Corporation and
Southern Production Co.

Brunner Manufacturing Com-

.| pany — memorandum — Bond &

Goodwin, Incorporated, 63 Wall
Street, New York 5, N. Y.

C. L T. Financial Corporation—
discussion and opinion—E, F, Hut-
ton & Company, 61 Broadway,
New York 6, N. Y.

Canadian Pacific Railway Com-
pany—memorandum—A. M. Kid-
der & Co., 1 Wall Street, New
York 5, N, Y.

Celanese Corporation of Amer-
ica — analytical memorandum —
Laird, Bissell & Meeds, 120. Broad-
way, New York 5, N. Y.-

Central Vermont Public Service
Corp.—brief analysis in the cur-
rent issue of “Preferred Stock
Guide”—G. A. Saxton & Co., Inc.,
70 Pine Street, New York 5, N. Y.

Cities Service Company~feiriew
—Kalb, Voorhis & Co., 15 Broad
Street, New York 5, N. Y.

. Disticraft, Inc.—memorandum in

“Wall Street Commentator”—Ben-
nett, Spanier & Co., 105 South La
Salle Street, Chicago 3, I11.

Also contained in the same issue
are brief ' discussions of  Ports-
mouth Steel Corp. and Leland
Electric Company.

El Paso Electric Company and
Virginia Electric & Power Com-
Pany—analysis—Bear, Stearns &
Co., 135 South ILa Salle Street,
Chicago 3, II1,

Also available is a detailed dis-

Chicago New_ York Boston

California Electric Power Company
: $2.50 Cumulative Preferred Stock .

(Par Value $50.00)
BOUCHT — SOLD — QUOTED

Prospectus Available

a0 COMPANY

Incorporated

Milwaukee

Minneapolis

cussion of the United Light &
Railways Company and American
Light & Traction Company,

Fairbanks Co.——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;
Fleetwood Air Flow; Lanova
Corp.; Lawrence Portland Ce-
ment; Sterling Motors; Diebold;
Lamson & Sessions Co,

o T
Graham-Paige Motors Corp.—
Analysis—Seligman, Lubetkin &
Co., 41 Broad Street, New York 4,
New York. :
Also. available are analyses of
Osgood Company “B,”. Wellman
Engineering Co., Tennessee Prod-
ucts & Chemical. .

Marshall-Wells Company — de=
tailed memorandum—J., M. Dain
& Company, Rand Tower, Min=
neapolis 2, Minn,

National Terminal Corp.—Mem-
orandum for dealers only—Adamg
& Co., 105. West Adams Street,
Chicago 3, Ill.

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

New York, New Haven & Hart=
ford—reorganizationi plan-—letter
on newly adjusted security alloca~
tion—Vilas & Hickey, 49. Wall
Street, New York 5, N. Y.

Pacific American Investors, Inc.
—memorandum—Maxwell, . Mar-
shall & Co., 647 South Spring
Street, Los Angeles 14, Calif.

Prentiss-Wabers Products Co.—
Analysis—Adams & Co.; 231
South La Salle Street, Chicago 4,
Illinois. - -

Public National Bank & Trusé
Co.—Analysis—C. E, Unterberg &
Co.,YSI Broadway, New York 6,
N.

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

Reiter Foster Oil Corporation——
memorandum on interesting spec~
ulation—Troster, Currie & Sum-
mers, 74 Trinity Place, New York

N. Y.

Trane Co.—analysis—Loewi- &
Co., 225 East Mason ,Street, Mil=
waukee 2, Wis, :

United Air Lines, Inc.~—analysis’
—Hayden, Stone & Co., 25 Broad
Street, New York 4, N. Y.

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

COMING
EVENT;S |

In Investment Field Yo

r

Aug. 22, 1947 (Denver, Colo.)

.Bond Club of Denver :Annual -
Summer Frolic and Golf Tourna-
ment at the Park Hill Country
Club.

Sept. 19, 1947 (Chicago, ML) ‘
Municival. Rond Club.of Chi«
cago Outing at Knollwood Coun=
try Club. .
Nov.F‘;“-T)ec. 5, 1947 (Hollywood,‘
a. " 3
Imew)nent Bankers Association

Omaha

Annual Convention at the Holly=
=wood  Beach;,Hotel, : T
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Convertibility: Who Is to Blame?

:  Asserting majority of expert opinien in Britain now realizes making
sterling again convertible was unmitigated mistake, similar to returr
to Gold Standard in 1925, Dr. Einzig maintains convertibility will
lead to greater British export deficit. Says average Britain puts
blame on U. S., but real blame lies on Mr. Dalton and his colleagues

LONDON, ENG.—The mismanagement of the dollar situation by
the government through prematurely adopting sterling convertibility

has resulted
in a growing
‘volume of
criticism. Al-
though the
government
spokesmen
and tame fi-
mancial
writers who
have commit-
“ted themselves
to ‘the view
that there was
no reason for
worrying
about the
consequences
of convertibil-
ity are still trying hard to defgnd
their position, the overw_helmmg
majority of expert opinion and
‘even of public opinion has come
40 realize that the decision was
an unmitigated mistake, and a
very costly one at that, It is com-
‘pared with the mistake of return-
ing to the gold standard in 1925 at
the old parity, but it is pointed
out that this time the government
‘has not the same excuse as it had
22 years ago. There is now even
less justification than there was
then to assume that a return to a
prewar currency system could in
jtself restore prewar normal con-
ditions.

What is considered amazing is
that even now official circles do
not seem to have realized the full
gravity of the mistake, The ef-
forts made in favor of diverting
British purchases from the United
States to soft currency cou_ntr1es
indicate the degree of their ignor-
ance in this respect. Surely it
should be obvious to any first-
year student of economics that,
since sterling is now convertible,
it does not make the slightest dl_f-
ference whether Britain spends in
hard . currency countries or soft
currency countries, for the latter,
too, are now entitled to spend in
the United States the proceeds of
their exports to Britain. In spite
of this, while the government has
been doing its utmost during the
last few months to obtain the sus-
pension of the Non-discrimination
Clause of the Loan Agreement, it
has done nothing to obtain the
suspension of the Convertibility
Clause, without which the suspen-
sion of Article 9 would be practi-
cally useless. .

The government appears to be
equally ignorant about the inev-
itable effect of convertibility on
Britain’s trade balance. For
months Mr. Dalton and his  col-
leagues have been talking about
‘the imperative necessity of reduc-
ing the import surplus through
_an increase of exports, They were
.and still are blissfully ignorant of
.the elementary fact that converti-
-bility itself has materially reduced
.and will continue to reduce Brit-
.ish exports, The basic facts’ of
-the situation are that most coun-
iries are in urgent need of pri-
mary necessities and that Britain
can only export secondary neces-
.sities - of luxuries. So long as
.sterling was not convertible this
did not'matter very much. Swe-

. den was only too pleased to accept
British . textiles in payment for
.wood pulp. Denmark was glad to
receive British automobiles in
payment for butter and cheese.
.The moment, however, they are
given the option of using the
.sterling proceeds of their exports
for purchases of American coal
“or wheat they naturally make full
.use of their rights. They have no
‘further use for British manufac-

tures, because they now want to

Dr. Paul Einzig

have the largest possible sterling:

CRpitized for FRASER
h@p://fraser.stlouisfed.org/

surplus for the purpose of conver-
sion into dollars,

It seems most perturbing that a
government which includes among

|its Ministers some half a dozen

professional economists and which
can draw on the combined brain-
power of experts attached to va-
rious- government departments
should have overlooked the in-
evitable effects of convertibility
on the trade balance, Even now
they treat convertibility asa minor
factor and regard the adverse trade
balance as the main cause of the
crisis. What they refuse to see is
that the direct effect of converti-
bility is the substantial widening
of the already excessive gap be-
tween British exports, and im-
ports.

Nevertheless, in view of the ris-
ing tide of anger, the government
considers it a political necessity
to find an‘ excuse for its ill-
advised action. The line taken is
to put the whole blame on the

United States. In his speech dur-

ing the debate on the economic
situation in the House of Com-
mons on Aug. 7, Mr. Dalton pre-
sented the return to convertibility
as an inescapable obligation aris-
ing from the Loan Agreement,
He stated that the government had
fought to the last during the Loan
negotiations against the insertion
of the Convertibility Clause
(which is true) and that Lord
Keynes wore himself out in an
effort to resist the American de-
mand (which is quite untrue, as
Lord Keynes is known to have
been in favor of convertibility).
He declared that, having accepted
the provision, Britain had to
honor its pledge in accordance
with “the British way of life.”
This attitude is in sharp conflict
with the stream of press reports

received from Washington during
the last few days stating emphati-

cally that the United States Gov-
ernment would have been fully
prepared to agree to the postpone-
ment of convertibility. Indeed,

some of the messages claim that

Mr. Clayton and others in official
positions were fully aware of the
grave ‘consequences that would
result from convertibility and
were astonished to see how opti-

mistic Mr. Dalton was concerning

his ability to face the additional
burden. Mr, Marshall is quoted
here as having stated at a press
conference on Aug. 6 that it was

not until a week or 10 days prior

to that date that London ap-
proached Washingtori about con-
vertibility.

These Washington reports have
not been given adequate publicity,
however, and as things are the

average Briton blames the United

States for the -adverse conse-
quences of the convertibility crisis.
Since the United States Govern-
ment has here a well-established
reputation for driving hard bar-
gains, Mr. Dalton’s efforts to put
the blame on the United States
were bound to meet with a fair
degree of success. From the point
of view of Anglo-American rela-
tions, it is of great importance
that the willingness of the Wash-
ington State Department and
Treasury to postpone the appli-
cation of the Convertibility Clause

during the negotiations that pre-|

ceded July 15 should be placed
on record as officially and as cir-
cumstantially as possible. During
the next few months the British
people will have to undergo con-
siderable hardships through the
cuts in food imports necessitated
by the dollar crisis. It would not
be to the: interests of the United

and Philadelphia, in a
Record™ He g

expects greater efficiency in operation.

Stabilization of construction costs at about the Jan. 1, 1947, level is predicted b
Harry A. Ward, Vice-President of the Turner Construction Compan’y of New g){ork, Bosto¥1
staterﬂent prepared for a recent issue of the “Engineering News-

foresees no
major decline
inconstruction
costs.

In criticizing
the many re-
cent “optimis-
tic predic-
tions’™ of de-
clining costs as
“harmful to
the country as
a whole,” Mr.
‘'Ward ex-
plained that
such predic-
tions lead to
postponing ' of
construction, He said that if build-
ing construction is curtailed for
too long a period, contractors and
material producers will be forced
to reduce their staff and their rate
of production. Then, when the
backlog of construction work is
released, it will place a burden on
builders and producers of mate-
rials and costs will rise abnor-
mally as they did in 1920.

The increase in today’s construc-
tion costs over those of 1939 has
not been as great as the increase
in the cost of many items entering
into everyday life, nor have on-
site building wages increased in
as great a proportion as factory
wages, he stated.

Mr. Ward, who heads the divi-
sion that prepares the Turner Con-
struction Co.’s cost estimates and
compiles its building cost index,
analyzed the various factors de-
termining the cost index.

He explained that wage rates
are not expected to come down.
Work taken over by craftsmen at
higher wages cannot be restored
to lower paid branches of labor,
nor can the additional cost of paid
holidays be eliminated. The con-
struction worker, said Mr. Ward,
has ceased to be a floater and pre-
fers to remain in a fixed position.

“We do, however, expect greater
efficiency in operation of the job
which may help to offset the in-
crease in cost that is being brought
about today because wages are
still being increased,” he con-
tinued.

Offering no prospect of reduc-
tion in contractor’s fees, Mr. Ward
said, “fees received by contractors
are exceedingly low, averaging
less than 6% of the cost of the
work on large contracts from

Harry A. Ward

States that the British people
should be left under the impres-
sion that their food rations are to
be cut because the United States
forced the British Government to
hand over British dollars to. for-
eigners. Yet, in the absence of a
clear-cut official statement by the

United States Government, giving
the full facts about its willingness
to ' suspend the Convertibility
Clause, the mistaken impression
encouraged by Mr, Dalton is bound
to prevail, to the grave detriment
of Anglo-American goodwill.
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which must be subtracted the
contractor’s office overhead which
may run anywhere from 3 to 5%.”

'A softening of the material mar-
ket has been indicated recently,
but Mr., Ward predicted that the
cost of building materials will not
be reduced in as great a propor-
tion as the general run of com-
modities. There has, he stated,
been a smaller increase in the cost
of construction materials than in
such items as corn, hogs, wheat
and cattle between April 1939 and
April 1947,

Mr, Ward explained that a year
ago many materials were difficult
to obtain because the price at
which they could be sold was not
high‘ enough to induce a producer
to supply the needs of the indus-
try. Since then factory wages have
gone up and another round of in-
creases has begun.

“It is improbable that building
material prices will be reduced to

any great extent except for brief
periods of distress selling in cer-
tain fields where there may have
been overstocking,” he stated.
“The peak in building cost has
just about been reached. We
should expect to stabilize costs as
of Jan. 1, 1947, with the further
thought that there is always a’
fluctuation in such costs that
might run 5% in either direction
from such a level.” .
Mr. Ward bases this prediction
on a study of cost trends after
World War I as revealed in Tur-=
ner’s building cost index. From
1920 to 1929 inclusive, building
costs were 89.2% above the pre-
war level. The average for the
post-depressjon years, 1937-1939,
was 188. By applying the same
percentage of increase that oc-
curred after World War I to 188,
Mr. Ward obtained an index fig-

ure of 356, a figure close to the

Turner index of Jan. 1,,1947.

relation to fair value of property
noticeably less than in 1944,

the industry. As in the past, the
report is based on the records of
100 hotels: 50 transients of less
than 500 rooms, 25 transients of
more than 500 rooms, and 25 resi-
dentials, which, together, give a
representative coast-to-coast pic-
ture,

As in former years, there is ex-
cluded from our report all infor-
mation that would be of interest
only to the economist. The sole
purpose in making these studies
is to develop operating ratios that
will serve as a guide to the hotel
operator in meeting his everyday
problems.

New in the study this year is a
recording- of balance sheet ratios,
for the first time in the history of
the hotel industry. These data
each year will be included, so that
hotel operators can see the
amounts of house banks and ac-
counts receivable carried by other
hotels in proportion to their vol-
umes of business, to what extent
accounts receivable and food and
beverage inventories increased
during the year, what inventory
turnovers other hotels had, and
the current assets they had at the
end of the year for every dollar
of current liabilities,

-As for the 1946 general results
revealed by the study, they con-
firm the statement made two
years ago: that hotels reached the
peak of their war-engendered
profits. in 1944, Earnings in rela-
tion to the fair value of the prop-

Reports on 1946 Hotel Earnings

The “Horwath Hotel Accountant” for June indicates earnings in

were about same as in 1945, but

The “Horwath Hotel Accountant” for June ‘reports on hotel oper-
ations in 1946, the fifteenth annual report on the nationwide ﬂnar?cial
results and operating ratios ote.

erty were just about the same in
1946 as in 1945, that, is noticeably
less than in 1944, - [

Earnings last year were kept
on an even keel with 1945 only
because the upward movement of
sales continued, The end of gov-
ernment control of restaurants
made possible the increases in
selling prices of food and bever-
ages necessary to meet rising pay-
roll and merchandise costs, . But
hotels did not take full advantage
of this new freedom which is in-
dicated by the fact that food cost
ratios, and in transient hotels also
the food payroll ratios, advanced
sharply over the 1945 figures.
There was a marked increase, too,
in the payroll ratios of other de-
partments, i

The study brings out clearly
that hotels, especially the large
transients, spent much more for
upkeep in 1946 than in the war
years, despite continued restric-
tions and scarcity of most mate-

sient hotels spent $193 a room for
repairs and maintenance and $46
for replacements and improve-
ments, or a total of $239; in 1946
the expenditures for repairs and
maintenance were $249 a room

and for replacements and im-
provements $85, or a total of $334.
This is an increase of $95 a room

property, It seems, indeed, that
the postwar rehabilitation pro-
gram got off to a good start in
1946. )
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in the amount expended on the’
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Sees Building Costs Stabilized at January 1947 Level

Harry A. Watd, Yice-President, Turner Construction Co., looks for no price decline in building but

rials, In 1945 the 25 large tran- .




months ended June 30, 1946.

'31, 1947, Russell Manufacturing
‘Company of Middletown showed

.$5,173,297 for the corresponding

-per share. Corresponding. figures
for last year were not reported.

~ Electric’ Light Company have

' dated July:1, 1917, and to ma-

responding month a year ago. The

10 (722)
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Connecticut Brevities

ity of Waterbury recently awarded $324,000 principal
amog‘rtxlit3 o(f: gonds to a group consisting' of F, S. Moseley & Co.,
Estabrook & Co..and Putnam & Co. at'100.3197 for bonds carrying
a coupon rate of 1.40%. There wcre two issues both dated Aug. 1,
'1947: $224,000 Street and Bridge bonds of the City: of Waterbury
due $14,000 annually 1949 to 1964 inclusive; and $100,000 Storm

‘Water Drainage bonds of the city®
maturing $6,000 annually 1949 jco
1963, inclusive, and $10,000  in
1964,

. The bonds were reoffered to
the public at a scale ranging from
an .80% basis to 1.40%.

# Ed *

For the 12 months ended
June 30, 1947, Connecticut Rail-
way and Lighting showed $1,-
069,448 available for fixed
charges of $56,107, or coverage

" of 19.06 times. This compares
with $1,391,551 available for
fixed charges of $146,807, or
coverage of 9.48 times for the 12

; ok w
For the six months ended May

total . sales of $7,871,811 against

period a year ago. Net income for
the six months’ period ended May
31, 1947, was $411,589, or $3.12

R # &
The stockholders of Hartford

approved the issuance of $12,-.
" 000,000: 25 9, debentures to. be

ture in. 35 years. - The - funds:
derived from this issue will be
used. to ' finance  a- three-year
construction program which in-
cludes the addition of a 45,000_
kilowatt - turbo - generator and
other " generating - station' im-
provements and extensive sub-
_ stations and distribution prop=
erty, :
* * £

Governor McConaughy has
signed the bill authorizing: a $1,-
200,000 self-liquidating bond issue
to finance the establishment of a
regional produce market to be
located on a 40-acre tract in the
south meadow section of Hartford.

® Ok w -
For the month of July, the
Connecticut = Light & Power
Company reported sales of 77,~
105,000 kilowatt hours compared !
with 75,182,000 kilowatt hours
. for July of 1946.
0 3 o .

The United Illuminating Com-=
pany’s Bridgeport division re-
ported sales of 29,966,694 kilowatt
hours for the month of July com=~
pared with 29,068,986 for the cor-

company’s New Haven division

reported sales of 23,268,522 kilo-
watt hours last month against 29,-
117,717 for July, 1946. These fig-

-ures do not include sales to Con-

necticut Light & Power Company.
# * #

For the quarter ended June
30, 1947, the Electric Boat Com-
pany reported gross sales; less
discounts, of $7,032,296. This
figure includes- the sales of its
989%-owned subsidiary, - Cana-
dair, Ltd,

J Ed * #

Powdrell & Alexander, Inc., and
its subsidiaries reported net profit
of $994,033 for the first six months
of this year, after charges, Federal
taxes, and a reserve for contin-
gencies in the amount of $200,000.
This compares with' $1,327,000 for
the first half of 1946, Earnings. per
share for these periods were. $1.65
and $2.21, respectively; net' sales
$10,091,842 against $9,372,058:

wooroW " :

For' the: six: months: ended
~June' 30, 1947,. Southern: New !
England Telephone Company, .
showed net earnings of $1,033,-
693,. or $2.07 a share on 500,000 :
shares outstanding, as compared
with' $1,693,103, or $4:23 a share
on. 400,000 shares- outstanding:in
the first half of 1946, . . |

Total * revenue for the first |
half of 1947 was- $19,256,476;-or |

:6.6% -ahead of  the. correspond- k
ing, period: in 1946.- Total tele~
phones. in service at. the end. of
June this year were 619,374
against 555,610 a:year ago:

Ok e Tk )

At a meeting . of the director
of Veeder-Root, Inc., the con-
struction of an' additional manu-
facturing" unit  of .approximately
60,000 square feet was authorized.
The new unit will-be located on
property on Homestead Avenue
in Hartford, adjacent to the pres-
ent plant and will: house opera-
tions which' are presently carried
on at the Bristol plant. It is ex«
pected that this move will result
in - considerable -saving to the
company through . elimination -of

traveling ‘expenses -of personnel,
telephone trunk lines, trucking
and transportation of materials
and duplicate cafeterias. Consoli-
idation of similar departments and
assembly lines should also prove
a substantial saving,

TIFFT IBROTHERS

Members New York and Boston Stock
Exchanges k

Associate Members New York Curb
Exchange

Primary Markets in
Hartford and
Connecticut Securities
Hartford 7-3191

New York:
BOwling Green 9-2211

With E. E. Mathews Co. ‘

Bpecial to THE FINANCIAL CHRONICLE
BOSTON, MASS.—Kenneth J.
McCarthy has been added to the
staff of Edward E. Mathews Co.
53 State Street,

With Paine, Webber Co.

(Special to TuE FiNANCIAL CHRONICLE)
GRAND RAPIDS, MICH—John
R. Green has become connected
with Paine, Webber, Jackson &

)

Bell System  Teletype: HF 365

Curtis, Peoples National Bank
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New. London 2-4301
Hartford 7-2669
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Connecticut Securities
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———
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Members New York Stock Exchange
New Haven 6-0171

New York Can‘al 6-3662
Teletype NH 194

Waterbury 3-3168
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- What

of America's Putur,e?lv

° By HON. JOSEYH W. MARTIN, Jr.x

“Speaker of the House of Representatives

Speaker Martin, in outlining work of’ Congress, . holds pro.blems ahead are: (1) to determine where
appropriations should be cut; (2) how much of the American people’s money can be sent to other
countries, and '(3) how can the tax burden be reduced.” Says we must revise “over-grown govern.

ment,” determine’ a scientific taxing system and. inform curselves cf the: real facts about European

conditions. Asserts we have job of saving world, while keeping' America free, sound and solvent,

There probably is not a thoughtful citizen in this country who has not asked him.
self many times: What of the future of America? Whither is my nation headed? -What

commitments are being made of

which we know little- or nothing? How is all this

.world chaos;
.fear, hatred
.and suffering
. going to end?
How can we
help to bring
_peace, sanity,
order and
.progress out
.of this up-
.boiling. of
misery and
_chaos  every-
where on the
- planet?

Out of a
long. proces-
sion of events,
two world

Hon. J.W. Martin, Jr.

‘| wars, and' much human misery

and, .suffering, two: facts: have

‘| emerged into: clear perspective:

.The first.is. that Old . World
leadership is' bankrupt’and. gone.
-: The second is that we have been
very -deeply involved - in . world
problems and world ' distress:
Events have' forced" us. into the
position of being the world’s chief
lender and liberty’s world leader:;

Asa. part -’ of -this world-wide
process, an important change has
been taking:place. We have had
to assume a role our people did
not want—of having to exert vast
and controlling influences upon
the various: countries and peoples

‘| of the globe. That change is orie

of fundamental importance to the
American nation. We all want to
help other peoples to help them-
selves. But we" cannot afford ¢
perpetual gigantic'world W, P, A

Reducing Qver-Grown
Government

The American people- last ‘No.
vember issued a clear mandate to
the 80th Congress to reduce over-
grown: government, The pedple
ordered -us .to eliminate useless
and wasteful  bureaus and. com-
missions, and departments. Those
agencies were created under war
emergencies, but were rapidly
frozen into the regular govern-
mental - structure: The emergen-
cies ended, but the agencies
stayed. The voters demanded a
reduction of the burdensome
taxes. They declared they wanted
industrial - balance which would
give production and new jobs a
chance to bring. down prices and
improve quality. SO

Through cuts in appropriations,
recisions,- and the. adoption-of an
economy policy by the Congress,
we have saved several billions of
dollars on governmental expen-
ditures. ! -

The -economy policy is working.

The spend-and-spend boys see
an end to their extravagance:

The people will not receive
kindly - nor should they — the
gloating taunts of the New Deal
Democrats that they were able to
obstruct greater savings and econ-
omies,

It i1l ‘becomes any administra-
tion to feel joyful because it can
obstruct savings in governmental
waste and extravagance and pre-
vent tax reductions for  all the
people.

The people will remember such
an attitude,

The Congress passed a tax re-
duction bill not once, but twice,
by an overwhelming majority ‘of
both Houses. The bill would have

*An address by Speaker Martin
before' the American Dental As-

socézation, Boston, Mass., Aug. 5,

given the people in the lowest in-
come brackets a 30% reduction
in the money the government
takes from: them. People in the
middle brackets would have hatl
a 20% reduction. Those with the
highest incomes would have re-
ceived a 10% reduction. The aged
citizens  with incomes-of’'a thou-
sand dollars or less would have
been'. relieved entirely of' taxes.
Twice the Congress passed that
bill, and twice' the President by
his veto said the people could not:
have a'tax reduction. They must
continue to bear their burden.

In the practice of dentistry, you
know.what high taxes do-to: prices
and to fees, You know every item'
you have to purchase in the' prac-
tice of your. profession costs you
more because the costs of produc-
tion ‘have risen, and :the taxes
concealed' in' prices: have risen.
You know also that after you get
to a.certain: point of income ‘you
begin to work: for 60c' or ‘50¢
dollars. i

There must be. a' continuing
readjustment of prices: The costs
of  the things people need must
be as'low as possible; The: quality.
must’ be: the best* possible, We
must be careful that we do not
drain ourselves of " goods ‘to the
point  where sky-high: prices pro-
duce disaster in our'own country.

Practical common sense must
govern our policies in these mat-
ters. e

We: have a committee studying
the whole problem of high costs
of consumer goods.

We recognize housing as a
major necessity. After spending
billions of dollars, the New Deal
failed to meet the emergency. We
now have a committee’ making
a special study- of the housing
problem ' to report back at the
Second Session. Meanwhile we
have taken the shackles  off
private industry so we can hope
houses may be built. We' believe
private enterprise will help the
people get houses instead of blue=
prints and newspaper headlines.

Three Lines:of Inqliiry
It has become perfectly clear

taken. If we are to assure any-
thing like a happy future for the

.| United States of America we must

follow out three lines of inquiry
and determine three policies of
action at once.

- Over the past 14-years the Fed-
eral government has -usurped to
itself innumerable functions
which" properly belong in State:
local, and private areas.of action:
The Federal governrnent set up
new bureaus and commissions un-
til we ran out of letters of the
alphabet by which to designate
them. Then we had to repeat.
There is not an individual in this
gathering who can begin to name
all—or even half, of the alpha-
betical bureaus and'commissions
which have been created, to say
Eothing of deseribing their func-
ions,

The Federal government be-
came an endless maze of over-lap-
ping; contradictory, feuding, con-
niving  scheming ‘bureaus, each
intent on entrenching itself so
deeply in the Executive branch of
the government as to become im-
pregnable to all efforts of the
Congress to dislodge it.

and its various Committees hon-

est, trustworthy- information, real

three concurrent actions must be|i

The old,. traditional practice of
the ‘bureaus giving the. Congress

Ty G, Y SBGTOT, A o o s et 7

% TW—
facts, and fair' cooperation hag
ceased. Over the past 14 years the
practice. has become the rule for
the bureaus and the departments
to conceal, or by ‘the device of
half-truths, to mislead the Con-
gress. A great deal of this was

‘due to deliberate efforts to change

our real form of government,
We have seen some strange
acrobatics. in the Administration
concerning the expulsion of Com-
munists’ from high places in-the
Federal government. There were
repeated and: emphatic  denials
that any.Communists or other sub-
versionists were in_ the' governs
ment service at all. 4
When 'a“ Republican _Congress
Was elected, the Administration
promptly saw' the handwriting o

 the wall. It suddenly- discovered

so many’ Communists in.the gov=
ernment. the President thought it
would. take  twenty-five million
dollars to clean them. out, About
a thousand of 'them were. ousted,
but’ their identities were very
carefully: concealed. from the Con~
gress and the country. We intend
to clean them out.and nobody is
going to" stop -us from that
patriotic duty: ¢ ¢
. The 80th Congress was con=
fronted by the- necessity to: do
three' things: !

The ' first- was to determine

| where appropriations should " be

cut.

The second was to. determine
how  much  of the ' American
people’s money we: can safely af-
ford to send to other countries of
the world. -

The third was to determine how
we can- reduce the tax load so
the low income people may have
more: of their hard-earned money
to spend for themselves forthe
things they need and desire.

We had to. determine how we
can restore incentives to venture
capital to engage in expansion of
production, so' we may have better
quality, at lower prices. Back of
all that. was the task, of course,
of passing a new labor bill which
would assure fairness on both
sides—which would restore' order
and reason to collective bargain=

ing.

The = 80th Congress - began a
move along three lines of policy
which I am going to detail to you.
I am certain you will agree with
all of them.

A Survey of Governmental
Functions

We were convinced the only -

way we can really cut the over-
grown government back to proper,
efficient, economic peacetime size
is to have a genuinely non-parti-
san, constructive; objective survey
of governmental functions. We
must determine which should be
returned to' the state, local and
private areas, where they belong,
and which are useful functions
the Federal government - should
continue to perform. That Comni=
mission will be composed of some:
of the ablest men in this nation.
None less than former President
Herbert Hoover, we hope,: will
head that Commission. Its char=
acter of membership.is such as
to be a guarantee of integrity and
impartiality in its operations and
findings.

At the same time:we set up 2
special committee operating to aid

the Ways and. Means Committee .

to determine a scientific taxing
system. For 14 years the tax sys<

(Continued on' page 27) i
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', Michigan

i The group of investment bankers headed by Smith, Barney &
Co., and including, among others, First of Michigan Corporation,
Watling, Lerchen & Co. and M. A. Manley & Co., all of Detroit, and
E. H. Schneider and Company of Kalamazoo, on July 24 offered to
the public 400,000 shares of no par value $3.25 dividend second pre-

ferred stock of the Dow Chemical Company at $102.50 per share and

Brevities

dividends. This issue, which i.
onvertible into common stock
rior to July 15, 1957, was over-
ubscribed. The net proceeds will
be used $7,500,000 to repay bank
oans, and the balance for general
t-orporate expansion purposes,

! The consolidated net income for
he year ended May 31, 1947 was
equivalent to $9.22 per share on
he old no par common stock, as
iompared with $4.40 in the pre-
¢eding year, and $7.85 in the year
énded May 31, 1945. As of July
1, 1947, there were 8,249 common
stockholders and 4,366 preferred
tockholders. Sales and other rev-
enue for the 1947 fiscal year
Amounted . to $132,787,648, as
against $104,579,729 in the preced-
i;ng year. .

First of Michigan Corporation
was also among the lists of in-
vestment bankers which on July

31 offered $10,000,000 first mort-
gage bonds, 3% series due 1971, of
Florida- Power & Light Co. at
102.60 and interest, and 200,000
shares of capital stock (par value
$15) of J. P. Stevens & Co,, Inc.
at- $3¢ per share, The Florida
Power syndicate was headed by
Lehman Brothers and the Stevens
syndicate by Morgan Stanley &
Co. and Harriman Ripley & Co.,
Incorporated, all of New York,
N. Y. Watling, Lerchen & Co.,
Detroit, also participated in the
Stevens offering, as well as the

offering on July 16 of an issue of

300,000 shares of no- par common

stock of Kimberly-Clark Corp.,

Neenah, Wis. at $24.87% per

share by a syndicate headed by

Blyth & Co., Inc. of New York.

* 0t #*

. The Detroit Stock Exchange
xeports that trading volume in
July, 1947, totaled 342,201
shares having a market value of
'$4,366,823. This compares with
June 1947 volume of 230,023
shares valued at $2,853,381 and
js the highest monthly volume
:and market value to date in
1947, Previous high this year
4vas. in February when 301,467
shares were traded, with a. mar-
ket value of $3,794,852.

“ The $1 par common stock and
the $10 par 5% cumulative con-
wertible preferred stocks of Mc-
Aleer Manufacturing Co. ‘were
admitted to trading on this Ex-
change on -July 30 and the $1
par common stock of Ryerson-
& Haynes, Inc, was admitted on
Aug, 13, : . i

The Packard Motor Car Co. re-
ported a loss of $724,461 for the
second quarter of this year, which
added to the deficit of $1,148,173
for the first three months brought
the total loss for the first half of
1947 to $1,872,634. This compares
with a profit of $749,517 in the
first six months of last year. Re-
flected in the 1946 figures, not
Afound . in the 1947 accounting,
were $2,214,000 tax carryback
<redits and $1,769,911 in fees ap-
‘plicable to war production con-
tracts terminated in 1945. George
“T. Christopher, President and

General Manager, announced that
the company continues in a good
g:ash position, with working cap-
ital of approximately $30,000,000.

. & # Ed
James Gerity, President of Ger-
ity-Michigan Die Casting Co,,
Adrian, announces that sales for
the three months ended June 30,
1947, amounted to $3,944,904, and
for the full fiscal year ended on
that date to $13,941,400. The lat-
ter figure compares with sales of
$4,414,959 for the preceding fiscal
vear: For the cix months ended
June 30, 1947, net profits' were es-
timated at $1 per share, of which
55 cents was reported earned in
the last quarter, This compares
with net profits of 58 cents per
chare for the six months ended
Dec. 31, 1946. G
Wk % 4
J. Oliver Black, Presidemt of
Peninsular Metal Products Corp.,
Ferndale, reports that sales for
the first half of 1947 were 300%
over the comparable 1946 period,
and represented the highest vol-
ume in the company’s peacetime
history.

On Aug. 5, the directors, de-
clared a dividend of five cents:
per share, payable Aug. 28 to
stockholders of record Aug. 18,
1947, AT

Tecumseh Products Co. of Tec-
umseh, for the six months ended
June 30 reported net sales of $15,-
579,000 and a net profit of $1,102,-
231, or $7.34 per share, after pro-
vision for taxes of $734,820.
#* £ #&

. Kysor Heater Co. of Cadillac
reports that net profit for the
seven months ended June 30,
1947 amounted to $180,443, or
94 cents per share, after deduct-
ing provision for Federal taxes
of $120,443. Current assets as
of the end of that period were
$624,066, as against current lia-
bilities of $226,647.
. Ed Ed £
Rotary Electric Steel Co., De-
troit, reports for: the six months
ended June 30, 1947 a consolidated
net profit of $401,113, after
charges and income taxes, and re-
serve for decline in inventory
values of $24,000. This was equal
to $2.41 per share (calculated on
the 166,225 shares of common
stock outstanding at the end of
this period). Net for the corre-
sponding six months of last year
was. $252,192, or $1.52 per share
on the same number of shares.
# £ i
- For 'the 'six months ended
June 30, 1947, the Detroit Alu-
minum & Brass Corp: reports a
net profit of $302,893, or 67
cents per common share, after
provision of $230,000 for Fed-
eral income tax and contingen-
cies. Cash dividends paid were
$113,401, - The company has
453,600 common. shares out-
standing. E
Total current assets at the
end of the period amounted to
$2,236,581, as against total cur-
rent liabilities of $732,478.

{1‘ Charlés A.Parcells & Co

Established 1919 )
Members Detroit Stock Exchange

- Michigan Markets

639 Penobscot Building
DETROIT 26, MICH.

Teletype
DE 206

Telephone
Randolph 5625

| Moreland & Co.

ALLIED PAPER
MILLS

Latest Information.

Member Detroit Stock Ezchange

1051 Penobscot Building
DETROIT 26, MICH.

gage bonds, 2% % series due 1977,
at 10145 and interest, were Newha

ook

Newhard, Cook & Co. was amo
on July 17 offered 60,000 shares of ®

Missouri Brevilies

Included in an underwriting syndicate headed by Halsey, Stuart
& Co. Inc,, which offered on July 23 an issue of $11,000,000 fi?js,t mort-

Gardner, both of St. Louis, and Stern Brothers & Co. of Kansas City.

of Arkansas Power & Light Co:.
rd, Cook & Co. and Reinholdt &

* v
ng the lists of underwriters which

California Electric Power Co. $2.50
cumulative preferred stock (par
$50) at $52 per share and divi-
dends and on July 31 offered $10,-
000,000 Florida Power & Light Co.
3% % sinking fund debentures due
1972 at 101 and interest. The Cali-
fornia = Electric 'syndicate was
headed by The First Boston Cor-
poration and Shields & Co. of New
York_ City, and the Florida Power
syndicate by Halsey, Stuart & Co.
Inc, of Chicago.
*® &

Reinholdt & Gardner was
among the list of principal un-
derwriters (headed by Merrill
Lynch, Pierce, Fenner & Beane
of New York City) which on
Aug. 5 offered $10,000,000
Lerner Stores Corp. 39 sinking
fund debentures at 100 and in-
terest. This issue was oversub-
seribed. ‘
Ed *

On July 31, a group of under-
writers, 'headed by Morgan Stan-
ley & Co. and Harriman Ripley &
Co., Incorporated, of New York,
N. Y. and’which also‘ included
Stern Brothers & Co., offered pub-
licly an issue of 200,000 shares of
'Ji P. Stevens & Co., Inc, capital
stock (par $15) at $34 per share.

i ® K

Stern Brothers & Co. and
Smith, Moore & Co. (the latter
of St. Louis) participated on
July 30, together with other un-
derwriters headed by The First
Boston, Corporation, in an offer-
ing. of 160,000 shares of 44 %
cumulative preferred stock of
Public Service Co. of Colorado
at par ($100 per share) and
dividends.

ot £ £

:An underwriting syndicate,
headed by Lehman Brothers of
New York, N. Y., and which in-
cluded, among others, Stix & Co.
of St. Louis, on July 31 offered
publicly $10,000,000 of first mort-
gage bonds, 3%. series due 1977,
of Florida Power & Light Co. at
102.60 and interest. -

* * #*

On July 24, an underwriting
syndicate - headed by Smith,
Barney & Co., and including,
among others, Newhard, Cook
& Co., Reinholdt & Gardner and
Stix & Co.; offered publicly at
$102.50 per share and dividends,.
an issue of 400,000 shares of
Dow Chemical Co. $3.25 divi-
dend preferred stock of no par
value (convertible into. common
stock prior to July 15, -1957).
This offering was oversub--
scribed.

Wk

The voters.of Kansas City and
Jackson County at .next Novem-

B

program totaling approximately
$47,000,000, of which the city pro-
poses to issue $34,911,000 of gen-
eral improvement bonds and. $6,-
000,000 of new airport revenue
obligations, and the County plans
an issue of $6,119,500 of bonds.
® %

Bankers Bond & Securities
Co. and White & Co., both of
St. Louis, were included in a
group of underwriters headed
by Blair & Co., Inc., of New
York, N. Y., which on July 17
publicly offered 80,000 shares of
$5 par value common stock “of
Missouri Edison. Co. at $8.871%
per share for the account of ‘L.
F. Redgers of Dallas, Tex. (the
selling stockholder), ’

These « 80,000. shares. repre-
sented 809, of the 100,000 out-
standing shares of common
stock of the utility company.

w0 %k

Among the underwriters which
on -July 21 offered $750,000. of
15-year 5% sinking fund deben-
tures. (with common- stock.  pur-
chase warrants attached) of Clary
Multiplier - Corp., Los . Angeles,
Calif,, at 100 and interest, was
A. G, Edwards & Sons of St. Louis.

® % %

. A group of investment bank-
ers,. headed by Van Alstyne
Noel Corporation of New York,
N, Y., and . which included,
among others, Taussig, Day &
Company, Inc., of St. Louis, on
July 25, publicly offered 72,882
shares of common . stock (par
value $1) of Atlas Plywood
Corp. at $32 per share. This of-
fering was oversubscribed. The
net proceeds will be used to in-
crease working capital, etc.

The directors of Monsanto
Chemical Co. on Aug. 11 voted to
call for redemption on Sept. 12,
next, 120,000 shares of the $3.25
cumulative convertible preference
stock, series A, of the company at
$104.50 per share; plus accrued
dividends of 93 cents per -share.
Each, share of preference stock
called is convertible into two
shares of common stock on or
before Sept. 11.

The » consolidated net sales
(excluding British and Austral-
jan subsidiary companies) for
the six months ended June 30,
1947 amounted to- $71,085,736,
as compared with $50,249,553 in
the same period in 1946. Net
income after charges and esti-
mated Federal income taxes to-
taled $9,275,133, as against $6,-
185,234 in the 1946 period. At
June 30, 1947 there were out-

ber’s election will decide on a bond

standing 237,019 shares of $3.25

dividend preference stock with-
out par value and 3,963,163
shares of $5 par value common
stock. Current assets were $65,-
647,395 and current liabilities,
- $12,770,876.

£ * .
The Western Auto Supply Co.,
Kansas City, reports that net earn-
ings for the three months ended
June 30, 1947, amounted to $I,-
310,261, after provision for con-
tribution to Employees’ Profit-
Sharing and Retirement Trusts,
depreciation and amortization, and
estimated income taxes. In the
corresponding period of 1946, net -
earnings amounted to $1,992,127.
For the first six months of 1947,
net was $1,751,350, as against $3,~
497,078 in the first half of last
year.

Lester Hutchings, President,
has been elected Chairman ef
the Board, to succeed B. G.
Gamble, resigned. Paul E. Con-
nor. who was Vice-President,
replaces Mr. Hutchings as Pres-
ident and General Manager.
On July 17, executives of this
company and of Gamble-Skog-
mo, Inc., jeintly announced that
informal discussions which had
been conducted by their respec-
tive managements towards the
possibility of an eventual
merger, have been discontinued
by mutual agreement.

There have been called for re<
demption on Sept. 1, 1947, out of
sinking fund monies, $275,000 of
Western Auto Supply Co. 15-year
sinking fund debentures, due Sept.
1, 1955, at 100% and interest, pay-
ment to be made at The Chase
National Bank of the City of New
York, ' trustee, 11 Broad Street,
New York, N. Y. ;

L.J. Marquis & Co. to
Admit Milton Mensch

Milton Mensch, member of the
New York Stock Exchange, be-
came a partner in L. J. Marquis &
Co., 1 Wall Street, New York City,
members of the New York Stock
Exchange. Mr. Mensch has been
active as an individual floor
broker for many years.

Victor M. Cortes, a member of
the Exchange, and a partner in
the firm, died on Aug. 10.

Marcus Co. to Admit
Wayne A. Marcus, member of
the New York Stock Exchange,
and Joseph Mindell will be ad-
mitted to partnership in Marcus &
Co., 61 Broadway, New York City,
members of the New York Stock
Exchange, as of Sept. 2.

'MICHIGAN |
CHEMICAL

MAR
Berkshire Fine Spinning
Cleveland Cliffs Iron

Ely & Walker Dry
El Paso Electric

Hearst Publ

Bell Teletype

SL 436 St. Lou

 Bay City -— Lansing — Muskegon

Chicago & Southern Air Lines

Gulf States Utilities
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Landreth Building
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Bank and 'Insurance'Stocks

By E. A. VAN DEUSEN =

This Week—Bank Stocks

" An interesting and instructive book has just come from The
Bankers Publishing Co., Cambridge, Mass., vyhlch Fhould be wel-
comed by all serious students of banking, including bank stock

investors and dealers. »
Changing Banking Corditions,”

McKernan, an Assistant Vice-P

Company. New York.

- In the preface the author states:
“This discussion of the changing
conditions ‘affecting banking, de-
veloped from work done in con-
nection with studies at the Gradu-
ate School of Banking, subse-
quently broadened and  brought
up to date.” , ' :

This is not the first time tha
worthwhile books on banking
problems and procedure have come
out of the Graduate School of
Banking. A little over two years
ago this column reviewed a book
by Warren C. Heidel, developed
from work done at the school, en-
titled “The Banking Industry and
the Position of Bank Stocks From
the Viewpoint of the Investor.”
(“Chronicle,” 3-22-45.)

The new book is divided into
two main divisions. Part I dis-
cusses “Changing Conditions Af-
fecting Banking,” and Part II,
“Adjustments to Changed Condi-
tions.” In the back of the book
is a Bibliography, and in front, a
Table of Contents, Unfortunately,
the book lacks an index, which is
an essential for all books intended
for serious study.

In Part I, the development of
the American banking system from
early days to the present banking
structure is concisely traced. This
is followed by a synoptic presen-
tation of changing business condi-
tions since the turn of the cen-
tury, and their effect/ on banking.
Next comes a short discussion of
changing - financial conditions,
monetary policies and money mar-
kets. The American banker as a
“whipping boy” during the de-
pression years is commented on
in Chapter IV, “Political and Pub-
lic Attitude.” It was this “atti-
tude” which led, subsequently, to
a great deal of competition from
governmental lending agencies,
which constitutes the main topic
of Chapter VI... Subsequent. chap-
ters in Part I treat of: “Types of
Banking and Number of Banks,”
“Banking ‘Assets and Liabilities,”

“Banking Functions.” “Banking

It is entitled “Meeting The Challenge of

and the author is Nelson M.

resident of Manufacturers Trust

Structure and Laws,” and “Super-
visory Attitudes.”

With regard to the number of
commercial banks operating in the
United States, the guthor presents
some interesting ures from
which the accompanying table has
been developed:

.. Number . Deposits
Year—  of Banks Deposits Per Bank
($000,000 ($000)
1901.. 11,406 9,876 . = 866
1907.. 19,746 15,358 788
1915_-." 26,505 22,032 831
1920-- 29,829 37,721 1,265
1929_. 24,630 55,289 2,245
1932__ 18,390 41,643 2,264
1944._ 14,535 142,310 9,791

It will be observed that since
1920 there has been a sharp de-
cline in the number of banks oper-
ating, accompanied by an increase
in the average amount of deposits
per bank, even before Second
World War financing. d

The changing character of bank-
ing assets, occasioned by the ter-
rific amount of “deficit financing”
undertaken during the past . 15
years, and the decline in interest
rates, are reviewed. It is pointed
out that the ratio of loans to in-
vestments declined from 2.84 on
Dec. 31, 1920 to .26 on Dec. 31,
1944 and .28 on Dec, 31, 1945.
Similarly, the percentage of loans
to deposits declined from 82%
in 1920 to 17% in 1944, while that
of investments to deposits rose
from 29% to 66%.

The second half of the volume
deals with the problem of ad-
justing to these changing condi-
tions. The general problem is for-
mulated, and the following four
points are presented: (1) banks
have become more largely invest-
ment than lending institutions;
(2) efforts must be made to re-
build the.loan position; (3) until

the situation changes substantially |

there must be more emphasis.on
proper evaluation of bond values
and bond market, economic trends
etc.; (4) with the decline in yields,
efforts must be made to increase

Fire Insurance
Stocks

Depressed values in a
rapidly expanding industry.
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earnings in other directions and
to decrease expenses in both,

The author then proposes that
“a reasonable solution would be
to approach the problem from the
following points of view’::

(a) Efficiency in operating man-

agement

(b) Reduction of expenses

(¢) Development of an invest-

ment program

(d) Expansion of deposit base

(e) More ' efficient computation

of service charges and in-
creased income from pres-
ent loans

(f) Development of other new

sources of income -

(g) Development of new sources

of loans

(h) Establishment of an aggres-

sive husiness development
program :

These items are discussed in
some detail in the succeeding
chapters. The chapter on expense
reduction is especially interesting.
Such matters as salary expense,
mechanization ‘of operations, job
analysis, needless operations, over-
staffing, and other personnel and
orocedure problems are surveyed.
Problems pertaining to investment
programs are presented and dis-
cussed, “consumer credit” receives
a good deal of attention in Chap-
ter XVII and the closing chapter
is devoted to the general need of
stepping up the “business develop-
ment effort.” .

The author makcs no claim to
axhaustive treatment, nevertheless
his volume is a thoughtful treatise,
it clearly presents the problems
occasioned by changing conditions,
and plainly indicates some of the
steps that are being taken, and
may yet be taken, to fird a solu-
tion.

H

Jahn & Ollier Common
Stock Offered at $6

An issue of 102,000 shares  of
Jahn & Ollier Engraving Co. com-

mon stock' (par $1) is being of-
fered today at $6 per share by a

syndicate headed by Sills, Minton
& Co,, Inc., of Chicago, and in-
cluding Buckley Brothers; Straus
& Blosser;. Butcher & -Sherrerd;
Frank &, Belden, In¢; Link, Gor-
man & "Co., Inc; ‘Enyart, Van

Co.; Kirstein & Co., and Reed,
Lear & Co,

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, el
Colony and Aden and Zanzibar e

Subscribed Capital...._£4,000,000 °
4. Paid-Up- Capital......£2.000,000
-Resarve _Fund ________ £2,300,000

"The Rank . vonducts every -description of ‘|
banking and exchange. business .

© | Trusteéships and Executorships .

Economic Cooperation Versus War

Chairman, General Electric Company
Chairman, U, 8. Associates, International Chamber of Commerce

Prominent U. S. industrialist points out necessity
economic causes of war as means of obtaining
strongly desired throughout world.  Cites work. of the International
Chamber of Commerce and United Nations Economic and Social
Council, along with International Monetary Fund, as steps toward

of eliminaﬁng
peace, now so

economic cooperation, and holds varying economic ideologies need
be no bar to internatioral economic harmony.

Recently a friend of mine in the International Chafnber of Com-

merce reminded me that the famous Greek.warrior, Alexander of
@ 3

Macedon, who-

lived three

centuries be-

fore Christ,

was the orig-

inal exponent™
of - the ' “one

world” thesis,

The method

Alexander

chose to put

this idea into

practice: was

of course war,

for war was
the only in-

strument -by

which he

thought it

could be accomplished. Just as
ais method differs from the
modern concept of achievement
‘hrough voluntary agreement, so
his “one world” was bonded by
ferce rather than by understand-
ing. }

We need not look far back into
history to -see that until recent
decades, war has been one of the
major methods of economic ex-
pansion and, in many instances, a
successful one. Until the turn of
the century, economics itself was
little other than an extension of
the war thesis; economic advan-
tage among nations was seized,
captured and dragged - home.
Earlier history provides too few
2xamples .demonstrating that eco-
nomic and political conquest are
not satisfactory methods for the
permanent improvement of living
standards of the victor, although
the thought was seeking formula-
tion. The first world war was
proof enough to forward-looking
men of all nations that war is dis-
astrous to victor and vanquished
alike,” and- that international eco-
nomic :cooperation, would be nec-
assary to. prevent -its recyrrence.
They grappled with the compara-
tively new science of peaceful
world economic growth and found
an increasingly large number of
adherents, but their time was un-
believably short for such a large
undertaking, Today, with the les-
sons of another war behind us,
their conclusions are accepted by

Philip D. Reed

= [2 majority of the world’s popu-

lace. Those principles of accord
now find expression in the United
Nations Charter and are increas-
ingly evident in‘’‘natiohal ‘policy
the world over. .

Eliminating Economic Causes
of War

I have given this brief back-
sround to emphasize that in the

7]all important problem of eliminat-

ing the economic causes of war,
we should not succumb to a fear
complex based on belief.'in his-

| torical repetition and historical

parallels,” We have made tremen-
dous strides in our understanding

" | of practical solutions to this prob-

lem, There are no historical prec-
edents for our position today.
There is no historical parallel to
the peace mechanism which exists
now in the United Nations, much
as ‘it owes to’the earlier League
of Nations. The present task is to
put this mechanism into use, to
keep it well oiled,. to retool it,

|{and modernize it.when necessary

and assist it where possible,
The International Chamber of

Comimerce sought the consultative

status. it . now > enjoys “with.: the

“*An address-by Mr. Reed Abréad—,

Detroit, Enterprise 6066

also undertaken-

ized for FRASER

cast over United Nations. Radio,
Aug. 14, 1947, ~ wz = omY s

Economic and Social Council be-
cause it can offer the valuable as-
sistance of long experience in the
economic field, To make this as-

| sistance more - effective, leading

businessmen from the major
trading nations of the world met
at the International Chamber’s
Congress in Montreux, Switzer-
land, in June to consolidate and
present to the Economic and So-
cial Council studies and conclu-
sions on international - economic
matters which they had earnestly
pursued for two and a half years.
This done, they returned to their
countries assured of the impor-
tance of their work and resolved
to redouble their efforts.

. The complexity of the work
undertaken by the. International
Chamber, and the complexity of
that in the province of the Eco-
nomic and Social Council is evi-
dent to anyone who has looked
at the organizational chart of
either body. Due to this complex-
ity, we often forget our enduring
aims under the welter of detail
with - which we are immediately
concerned. Lest we lose sight of
them entirely, it is well for us to
review these aims and state them
simply and clearly. ;

Desire for Peace

The deepest desire and highest
aim of all people is peace; peace
among nations and peace among
individuals; I believe that is a
full statement of our desires to
which all of the peoples of the
world ‘would subscribe. But the
word, peace, carries with it many
implications. First, it must not be
static; peace lies in improvement
and progress, not in the status quo
which;,; sufficient for-a 'day, ‘will
not be: enough' tomorrow. It lies
in freedom'of action, expression
and worship insofar as. these do
not interfere with the freedom of
others. It lies in a government
and economic system of our own
choosing which give us the great-
est productive opportunity and
the greatest assurance of stability.

Peace can no longer be achieved:
in the hermit’s cave, the walled
city, or the isolated nation, but
must be the product of a world in
economic as well as political ac-
cord. .We have accepted this; and
it'is on this principle that the
United Nations, with- its many
sub-organizations, was establish-
ed. The Economic and Social
Council is now seeking to trans-
late this principle into terms ap-
plicable to the specific needs and
‘conditions of all nations and"all
economies, L

Need for Increased Productivity

One principal need is increased
productivity throughout the world.
That means the increased moving
of goods, services and investments
across national boundaries, for'a
cramped area of trade and in-
vestment . invariably leads to
cramped economy. TR

To' realize its full promise, the
International Trade Organization
Charter, now being ''drawn-at
Geneva, must serve to encourage
this trade increase. It must estab-
lish ‘rules which will allow the
nations of the world the most ef-
ficient use of the services and .
goods made .available by other
nations - without . economie: injury
to any individual country. Every
Tember ‘government must abide |

" Iby’ those ‘rulés, keeping constantly
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in mi_nd the long-term advantage
‘accruing to such a system. This
‘will minimize the temptation to
violate the rules or subject them
to strained interpretat.ons, which
in the long run would prove as
disastrous. to. the initiators as to
other nations. The success of the
ITO, as that of any organization
whose members join together
freely for their mutual advantage,
will depend in great measure
upon the restraint and willing
-participation of the member na-
tions. . o e
- .Such a statement of. the princi-
Iles .and the aims of world eco-
nomic:cooperation serve, however,
as a dangerous over-simplifica-
tion, for they are so widely ac-

.cepted that they may - become -

.catchwords without meaning.- Onc¢
.might well ask why this economic
‘cooperation is. not arrived - af
_straightaway, since human desires

.do not vary . greatly the .world |-

_over, and one nation cannot long
"maintain - prosperity at another’s
_expense. The.truth is that the
‘world " is ‘an economic hodge:

‘podge, representing all degrees of |- - -

‘economic” development from sim:
‘ple handicrafts to whirring fac-
‘tories. In such a world, the sim-
plest and fairest trade rules will
not function to the greatest im-
mediate advantage of all people at
all times, even though they may
be good for everyone in the long
-run, It is inconceivable that a
completely uniform rate of eco-
nomic progress can be maintaine¢
-in all localities at all times. For

.these reasons, adequate rules|

which can be universally accepted
are difficult to arrive at and diffi-
cult to maintain. But we must
‘keep in mind the alternatives:
adequate international trade rules
freely adhered to, or national
rules of thumb which set natior
against nation and mark the way
toward war.

Varying Economic Ideologies '
No discussion of economic co-
operation would be realistic un-
-less it considered the several na-
+ tional systems by which the coun-
tries have determined to gain
¢ man’s-economic wants and ‘aspira-
:tions. At present they -can be di-
vided roughly. into three classifi-
- cations: free enterprise within the
“framework of -public 'policy -is
cone; another s the | so-called
.mixed economy where the central
-bank, utilities, transportation Sysr
+tems and -one or more ‘basic in-
dustries are state-controlled, ‘with
<the other industries remaining in
iprivate hands; .and the third is
.the_ all:out state producing and
trading system. ~Each of these
: systems cannot be best and it may
.prove fortunate that they ex:st
. side by side, for it will give.us all
. an opportunity to'observe their
.operation and accomplishments

carefully and determine which is,

cafter all, best suited. to supply
man’s needs. The very existence,

owever, of these three  systems
.Will make economic accord more
difficult to achieve, though cer-
. tainly no less necessary,

Task Difficult

It can readlly be seen, then.
“that the obstacles to cooperation
through the Economic and Social
. Council, the International Trade
Organization and the Bretton
" Woods Institutions are nearly as
. great as the goal to be achieved.
Success: will require the best ef-
forts of each nation and of each
individual; to offer less is to offer
little indeed. In such an endeavor,
“lip seryice might well be termed

" disservice, ;
. I said earlier that our present
. ‘position. is parallel to no period
. of past history. I should have said
_that jt.need not be. parallel. - We
.must make great efforts to ensure
.-that the next decade does not fol-
. low the unhappy pattern of the
-1920’s, It is my sincere hope ‘that
the International Chamber can as-
. Sist. the Economic . and - Social
- Council sin . demonstrating . that

4 through sound and wise econiomic| -

Policy all,nations can.move.rap=
idly forward to a better world.

BOND CLUB OF DENVER

The Bond Club of Denver is holding its annual summer frolic
and golf tournament at the Park Hill Country Club on.Aug. 22.

Nonald F. Brown, ‘Boettcher & Co.,.is Chairman of the Frolic

With First California

Snecis| to THE FINANCIAL CHRONICLE

With King Merritt & C’d‘,‘E

CHRONICLE
- SAN: FRANCISCO, CALIF — Special to THE FINANCIAL CHRO

Edwin - C. Stengel  is with First|;

LOS ANGELES, CALIF.—Allan

joi the staff
California . Cornpany, 300 Mont- |H: Seaman has joined

gomery Street,

Peters, Writer Adds

Special to THE FINANCIAL CHRONICLE

of King Merritt & Co., Inc,, Chamf
ber of Commerce Building. sl

With Butterfield & Co.

DENVER COLO. — Ward E. Special to THE FINANCIAL CHRONICLE
Coppes has.. become connected{ JACKSON, MICH.— Jack Vgn
with Peters, Writer and Christen- | Butterfield has joined the staff of
sen, Inc., U. S. National Bank|H. H. Butterfield & Co., Jackson

Building,

City Bank & Trust Co. Building.

Few would listen

to him...YET—

—far too many people depend

on sources of financi

ial information which

are no more reliable than the fortune-teller!

These are the people who accept worthless tips
—from well-meaning friends—even from .
strangers who may not be so well-meaning.

- They act upon “tip sheet” lures of self-

styled “experts” who

are willing to predict the

future course of almost everything—including. .
the prices ‘of securities. Such tipsters may

_ promise you quick, easy riches—something
no responsible adviser would do under

any circumstances.

wf

i B

“On what, then, shoula_ the person who seeks '
‘a legitimate investment depend? On facts. -

On good judgment, based upon facts.

_ Given sufficient factual information, it is
possible to appraise the financial condition
of a company, its operating ability, its competi-
tive pdsition, its prospects...and to arrive
at a reasoned investment decision,, . .. ..

The New York Stock Exchange has,
for many years, led a successful movement
| to make more information available about
its listed securities. The facts are
to be found in the reports of listed
companies, in data filed with the
New York Stock Exchange and thg
U.S. Securities and Exchange Commission,
in the financial pages of the newspapers,

and in the offices of
of this Exchange.

Member Firms

‘We urge you to make use

of this information.
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| FRuilroad Securities

Illinois Central common stock has been attracting considerable

attention in recent months and there are a number of rail. analysts
who consider it about the most attractive lower priced issue for
speculative trading purposes. It is conceded that there is probably
little hope of any dividend income for some time to come, but this

appears as a minor consideration

in relation to the vast improve-

. ment there has been in the fun-

. damental status of the shares and

the further improvement loo}«:ed
for over the near and intermediate
-terms.

Illinois Central did not, like
most of the .former so-called
“marginal” roads, even resume
dividend payments on 'its shares
during the height of the war
boom in earnings. These earnings
were utilized, rather, for financial
rchabilitation, property improve-
ments, and reduction of debt. The
latter, at least, continues as an.
important factor in management
policies, .During the years 1941-
1946, inclusive, the road retired
more than $97 million of non-
equipment debt, By the end of
last year this non-equipment debt
had been reduced to below $218
million. Moreover, it was- an-
nounced some time ago that in
the first five months of the cur-
rent year a further cut of some
$6 million had been made.

In its debt retirement. program
the management has been concen-
trating on reducing shorter term
obligations. At the end of ‘last
year more than half of the re-
maining non-equipment debt was
maturing in 10 years., One diffi-
culty has been that the major por-
tion” of this debt is non-callable.
As of Dec. 31, 1946, there was out-
standing  $50,319,000 of non-call-
able underlying liens maturing in
the years 1950-1952. There was
another $33,475,000 due in 1953,
and in 1955 the $31,550,000 of re-
funding 4s and 5s mature. A large
part of the early 1947 bond pur-
chases” was concentrated on’ the
refunding mortgage bonds. Many
analysts are of the opinion that
these particular bonds may be
eliminated entirely over the rela-
tively near future. This would
vastly improve the whole debt
picture and pretty well eliminate
any apprehensions there may still
be with respect to the maturity
problems of the road. .

Over a period of years Illinois
Central has had a highly erratic
earnings record. For the 10 years
1927-1946 common share earnings
averaged $6.81, ranging from a
low of $0.08 a share in 1938 to a
high of $17.68 in 1943, ‘Adjusted
for the present indicated fixed
charges of just under $11 million,
but without allowing for the re-
sulting heavier tax accruals, the
10-year average earnings would
be increased to $9.76 and the 1938
results to $4.20, Even if the full
38% tax rate were applied to the
interest savings, the pro-forma
earnings for the recession year
1938 would work out to above
$2.60 a share.

In the readjustment year 1946,

and without the benefit of any net | M

Federal income tax credit Illinois

Guaranteed Stocks
Bonds
Special Securities

BHPsrrini v G,

INCOR RATED
UARANTEED RAILROAD_STOCKS-BONDS
25 Broad Street New York 4, N. Y,
Telephone BOwling Green 9-6400
Teletype NY 1-1063

Central - reported net income
equivalent to $4.67 a share. This
year’s results should be consider-
ably higher, Gross- revenues for
the first six months of the year

ran 17.8% above the level of a
year earlier. In addition, the
management was able to cut the
operating ratio by seven points,
from.81.9% to 74.9%. Taxes, on
the other hand, jumped more than
50%. The net result was common
share ‘earnings of $5.70 for the
period compared with only $1.28
in the first half of 1946:
Normally Illinois Central earns
more in the second half than in
the opening six.months. On the
average for the 10 prewar years
1932-1941 just about 60% of net
operating income was accrued in
the July-December period. Tt is
not likely that this seasonal pat-
tern will ‘hold this year. If it did,
1947 earnings would top $15 a
share. The road gets quite a vol-
ume of corn traffic and the out-
look for that crop this year is
uncertain. Also, there is little
doubt but ‘that all carriers will be
saddled with heavier wages for at

least part of the last half of the|

year with no rate relief looked for
until late in the year at ‘the
earliest, Even allowing for these
considerations, rail men generally
look for 1947 earnings in the
neighborhood of at least $8 a
share, The stock recently has been
selling just about three times
prospective results.

Fund Head fo tﬂdnsui
Cn Marshall Plan

Camille Gutt goes to' Paris ‘to
‘meet ‘with 16 European nations
committee on program of recov-
ery. John J. McCloy, head of
World Bank, pledges cooperation.

It was. announced on Aug. 15
that Camille Gutt, General Man-
ager of the International Mone-
tary Fund, together with several
assistants, was i
leaving for
Paris . 'to "¢on-,
sult with the §
16 -European
nation com-
mittee that
was engaged
in preparing a
plan . for re-
covery of the
European
economy, It is
expected that
r. Gutts
stay will ex-
tend two
weeks, ‘at the
end of which
time the outline of a general plan
will' be drawn up. Nothing was
definitely stated regarding the
part. the International Monetary
Fund, which ' makes _ temporary
loans to member nations to equal-
ize exchange rates, will play in
_the forthcoming proposals, but
Inasmuch as .John J. McCloy,
President of the World Bank, has
alread_y pledged.the Bank’s assist-
ance, it is expected that the part
to be played by the operations of
the International Fund in the re-

Camille Gutt

covery program will be outlined

lin the discussions.

|Leading the World in Achievement

By HON, WILLIAM F. KNOWLAND %

U. §. Senator from California

‘Senator Knowland accuées Russia of seeking European collapse and warns only hope of free men

everywhere is continued prosperity in U. S., the one stabilizing force capable of saving world from .

economic and political chaos. Reviews “legislation of 80th.Congress and upholds Taft-Hartley Act
as measure insuring continuous operation of our economy, Decries veto of tax bill and wants housing -

problem solved by localities and

-not Federal Government.

There are some people who question the ability of representative constitutional gova

ernment to meet the problems

challenges we face than any other system

confronting us.

I believe our system can better meet the
yet devised by man: But it.cannot be done by

office holders. alone. The contin-¢
ued success of the American sys-
tem of Constitutional Government
and the free -enterprise system
must of necessity rest upon the
foundation of an educated and in-
terested electorate,

Tremendous forces are.at work
in the world which, if _suc-
cessful, will mean the economic
and political collapse of western
Europe, and should  that catas-
trophe occur would have | far
reaching repercussions upon our
own way of life.

The hope of free men every-
where is still the United States of
America. Yet we cannot carry our
obligations at home or abroad un-
less we maintain a sound national
economy and a solvent Federal
Government.

That is why there exists the

concerted movement by the com-
munists and their fellow travelers
to undermine confidence in Con-
gress and our constitutional proc-
esses and tp encourage disruptions
in our national economy. The
Kremlin knows that an American
economic collapse at this time
would lead to both economic and
political chaos in Europe and
Asia,
. We are the one stabilizing force
dapable of helping the war torn
world to rehabilitate itself and
the one nation with sufficient
moral, economic and poteatial
military resources to enable the
peace loving nations everywhere
to maintain hope that a system of
international law and order may
yet be established.

I wish I could bring you a more
optimistic picture, In candor I
cannot. Yet I do not -believe the
cause of peace is a hopeless
one by any means, We must con-
stantly strive toward that goal in
the hope that people everywhere
will someday, somehow get to
know that we seek no conquest,
no economie or political domina-
tion of other nations.

But we cannot be unconcerned
with what happens elsewhere. On
July 29, Russia exercised her veto
for the eleventh time in the Secu-
rity  Council. This is not con-
ducive to mutual confidence or to
the type of co-operation the world
so desperately needs now. We
shall continue to pray and work'
for peace but like the American
Pioneers, we shall keeép our pow-
der dry. )

Common sense requires that we
maintain an adequate Air Force,
Army and Navy both for our own
security and to fulfill our obliga-
tions' under the United Nations
Charter. To do less in this period
would be folly.

“ These are some of the back-
ground problems that your rep-
resentatives faced when they as-
sembled in Washington and dur-
ing the seven months they re
mained in session. ’

Nor is the adjournment a “va-
cation” in any sense of the word.
Most members will be as busy in
their home states and districts as
they were in Washington. Many
will have important committee

*An address by Sen. Knowland

before the Commonwealth Club,
San Francisco, Cal,, Aug. 8, 1947,

assignments ‘to ‘carry out so -that
they will be better prepared as
individuals and so that the Con-
gress will have more information
when that body next assembles."

- Problems of 80th Congress

When the 80th-Congress met on
January 3, it was immediately
faced with carrying out the so-+
called LaFollette-Monroney re-
organization bill. In the. Senate,
for example, this reduced the
number of standing committees
from 83 to 15. .

To complicate the matter theré
had been a substantial change in
the membership of both the
House and the Senate. Sixteen
years had passed since the Repub-
licans last controlled Congress
and there was no Republican 'who
had ever been Chairman of a Sen+
ate or House Committee. :
" There are some critics who
complain that to legislate takes
time, Of course it does. The sys-
tem of representative government
is meant to take a reasonable
amount of time for committee
hearings in the House and. the
Senate, for debate on the floor,
for conference action to bring the
views: of the two houses into
agreement and for final congres-
sional action on the bill, i

For 14 years the government
was under  the domination of a
strong executive branch. So-called
“must legislation” was rushed up
to Capitol Hill and many times
passed without adequate consider-
ation or debate. Tnen the 'critics
were complaining, with justifica-
tion, about the “rubber stamp”
action by their law makers, The
80th Congress was no rubber
stamp and as believers in the con-
stitutional balance of powers un-
der our republic all Americans
should take pride in this fact,

In the first seven months of its
two year life the 80th Congress
has made a constructive record.
In addition to reorganizing, the
following legislative measures of
major importance were adopted:
Labor-Management Relations Act,
Unification of the Armed Services,
a new. Presidential Succession
Act, Greek-Turkish Aid, Termina-
tion of a vast number of war con-
trols, Portal to Portal Pay Act,
National Science Foundation, pay-
ment of Terminal, Leave . Bonds,
and two tax reduction bills both
of which were vetoed by the Pres-
ident. This session also ratified
the Bulgarian, Hungarian, Italian
and Rumanian Peace Treaties and
submitted to the states a Consti-
tutional Amendment limiting a
President to two terms. i

In addition to the above,. both
Houses of Congress gave much
time and consideration to the bud-
get and -the necessary appropria-
tion bills. The President submit-
ted what some administratioa
spokesmen claimed was a rock
bottom figure of $37% billion.
Subsequently, he sent supple-
mental budget figures to Con-
gress which made substantial ad-
ditions to his original figure.

The Fiscal Policy

The 80th Congress acted on the
12 major appropriation bills, three
supplemental bills, and the earlier
deficiency and recission bills.

Since I strongly believe that a
sound fiscal policy by the Federal
Government is essential if we are

-to carry out:our obligations at
home and abroad, I wish to devote
some time to this subject.

Our state has not yet celebrated
its centennial as a member of the
Federal Union. A hundred years
is not a long time in 'the history
of civilization. How much we have
grown as a nation can best be
understood by reading a para-
graph from the third annual mes-
sage to Congress by President
James K. Polk. It was on Dec, 7,
1847 (not quite a century ago) and
our nation was then engaged in
the Mexican War. The President,
Congress and the nation, were all
concerned about the expanding
national debt! I quote: )

“On the first of ' the present
month the amount of the public
debt actually incurred, including
Treasury Notes, was $45,659,659.40. -
The public debt due on the 4th
of March, 1845, including Treas-
ury Notes, was $17,788,799.62, and
consequently the addition made to
the public debt since that time is
$27,870,859.78.” ) !

How far we have come! Afte
fighting World”War II, our public

‘debt is now $258 billion. One

modern battleship costs $80 mil«
lion, which is almost double the
entire public debt in President
Polk’s time. A large aircraft car .
rier of the Midway 'class costs
$100 million or almost three times
our total 1847 public debt! o

The interest alone on the Fed- .
eral Public Debt now amounts to
approximately $5 billion which is
larger than the total peace time
cost of: the Federal Governmen
in any year prior to 1933, o

It is certainly time for the
American people to stop, look and
listen. In relatively good years we
must make reductions. Our past
record is good enough to encour-
age us and poor enough to cause
us concern. During the 154 years
since 1792 through 1946 we have
kad 93 years with a net surplus
in our Federal Budget and -62
years with a net deficiency.

The budget creates. debt when
we spend more than we raise in
taxes. This has been the situation
during each of the past 16 years.
In 1930 the debt was $16 billion,
in 1940 it had grown to $42 billion
and -in 1947 it amounts to $258
billion. 5

First Budget Surplus T

On June 30 of this year, the
Federal Government had its first
budget surplus since 1930. There
is every indication that on Juné
30 of 1948, there will be a. sub=
stantial surplus. ‘No one is en-
titled to all of the credit for thig
condition. Part of it grows out of
the expanding tax receipts over
and above Treasury -'estimates,
Part of it comes from ‘the reduc--
tion of expenses from ‘the very’
high war time levels and part
from the Congressional demands
for additional economies. Con-,
gress cut the President’s “rock
bottom” budget of $371; billion
by approximately $31 billion. ." ;'

The peacetime cost of governs:
ment is still too high. I do 'not:
believe we can continue to take .
20% of our national income in
Federal taxes withoutserious re= .
percussions on our economic sys=
tem. i

In the last full war year, fiscal
1945, government spending passed
the $100 billion mark. Down to‘a
figure of $34 billion is a substan=
tial reduction in two years. A

(Continued on page 36) _ |
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The Task of

World Peace

By JOIN FOSTER DULLES*
U. S. Delegate to United Nations General Assembly

Prominent peace advccate, holding war is now intolerable, points
out oppositjon. to it can be successful only as new institutions . for
coping with international problems develop. Stresses place of
United Nations as a moral force to drive nations into following
policies of justice, righteousness and concord, and urges improving
international procedures within United Nations framework. Holds
world government not yet feasible and scores Russia’s policy.

This is an inspiring occasion. ' Here a great company, of many

common  be-

lief in a God

through -

whose Father-

hood all men

are made

brothers, But,

as ‘we meet

here, we do

not forget that

also in many

lands thou-

sands are

working

feverishly to

perfect “ways. - :

to destroy ~
each other in John F. Dulles
mass. There -

is nothing new in such dualism.
It has existed since, jn the begin-
ning, man ate of the tree  of
knowledge of good -and evil. But
never has it seemed so impera-
tive. that good.should dominate
and that ways of peace should
supplant-the ways of war.

War Now an Intolerable
Institution

".For a long time war has been
an accepted institution. Crude
and unchristian though it was, it
did some things which had to be
done, It was the way of interna-
tional change and there was no
other way. By war great empires
rose and fell :and the map. of the
world underwent constant.change.
That was not a good way. But,
on balance, men created more
than they destroyed. . A new civi-
lization -did develop on the ruins
of Greece and Rome, and the
world’s population did multiply
and enjoy greatly increased well-
being.

. It seems, however, that war and
givilization can no longer go on
together, 'Under modern condi-
tions, war destroys more than
peace can create,
ing made to outlaw some of the
new weapons. But science makes
possible destruction so vast by
means so varied that it is unlikely
that war will again be a socially
tolerable -institution. ‘That prob-
ably is a final verdict.

Peaceful Change the Alternative
: to War

. That war is intolerable is a first
conclusion. But that, alone, is not
enough, If an institution plays,
even though badly, an inevitable
role, you cannot simply abolish it.
You must put.something in its
place. Even those who hate war
the most see how impossible it
would be to cancel out all of the

political changes wrought. by past|.

wars and restore the international
position of 500 years ago .or 100
years ago or even 50 years ago.

. There must be either a peaceful
way of change or a violent way of
change. . In a living world that:is
! ‘The - Kellogg-
Briand . Pact : sought. merely .to
abolish ., war., .~ That will never
work. The"task is not negative,
but -positive. It calls "for con-
structive “action. . Men . must..de-
velop peaceful ways whereby the
international position can be kept

' *An address by Mr. Dulles be-
fore the World Convention of the
Churches of Christ, Buffalo, N.Y.,
Aug. 6, 1947, The address was
brepared prior to Mr. Dulles’
designation as U. S. Delegate to
the next Assembly.of the United
Nations and represents personal,
Not official, views. ‘
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. thousands, representing many lands, has been drawn together by a|.

Efforts are be-|

in reasonable "accord with pre-|:

ponderant human wills,

}Moral Power Adequate for Peace ||

Moral power is quite capable of |
assuming control of the situation. |:
It can be the most powerful force |:
in the world. That is not a mere |
pious hope. It is the judgment of |i

every realist throughout history.

It was Napoleon who said that “in |

war, moral considerations make
up three-fourths of the game.” It
was Admiral Mahan who said that
physical force was useful only “to
give moral ideas time to take
root.”

President Wilson, ¢fter the be-
ginning - of World War I, and
President Roosevelt .after the be-
ginning of World War II, did much
to consolidate and marshal world
sentiment to insure Germany’s de-
feat. They did that through great
statements of aims, such as the
Fourteen Points and the Atlantic
Charter, which appealed to the
moral conscience of the world.
Thereby they became great war
Presidents, But, as I have said
elsewhere and now say again, we
want no more great war Pres-
idents. The world demands lead-
ership which will frame issues and
organize moral power, not to win
war, but to win peace, ,

It may.be said that in time of
war. the moral issues seem clearer
than they .really are, that.there is
an -exaggerated sense of  self-
righteousness, that the need of
discipline and sacrifice then pro-
vides a spectacular . occasion for
displaying the weight of moral

power and that war provides more|

exciting possibilities of change
than does peace, All of that.may
be true. Even so, it does not dis-=
prove our estimate of the power
of moral force. It only proves
that, in war, there is an alert and
effective use, perhaps misuse, of
moral power. By contrast, during
peace, the moral issues usually
seem blurred and moral forces
are quiescent or so confused and
divided as to be impotent.
seems as though war had a near

monopoly of moral fervor and |

that little remains wherewith .to
mold the peace, It is that that
must be changed. The world will
never have peace so long as men
reserve, for war, the finest human
qualities. © Peace, no less than

war. requires idealism and self-|

sacrifice and a righteous and dy-
namic faith,

"The' United Nations as Moral
‘Mechanism

Men are beginning to find the

way to make normal power work |.

during peace fo preserve peace,

The present United Nations or-|’

ganization is - desgned - for that,

largely .as .a. result -of .Christian ;

effort,

i {When . President -Roosevelt. and |-
Prime . Minister . Churchill met'in}:
the . Summer of 1941 .to : define|"

their peace: aims they failed :to.in=
clude world . organization as a
peace goal. So the
Charter- was ‘silent on- this isub-
ject. It was -ther Christian

churches  which then struck. the:

first strong blow for world organi-
zation. Working in unisgrm},in the
United States and in othe
countries, they built up*¥entiment
to make good this grave omission,
It took a.little .more than two
years. Then .the Foreign Min-
isters of the Big Three announced

(Continued c¢n page 37)
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- By ROGER W. BABSON

Bridgeport and Socialism

Mr. Babson describe_s prosperity of Bridgeport, Conn., as typical manufacturing center in New England
and e’!sewhere. Praises Socialist Mayor of Bridgeport, and expresses optimism “for many Bridge-
ports,” but warns of a day of reckoning unless we think more of other people and get out of debt.

I wanted to visit some typical®
New England City to learn how its
people are feeling. As Bridgeport
perhaps suffered most through
the depression
of the Thirties
and then—ac-
cording to
Newton’s Law
of Action and
Reaction—
prospered
most later
during World
War II, I am
writing from
that place,

A Typical City

Bridgeport
is a city of
about 150,000
i _ people, These
people have had a reputation as
being radical and for many years
have elected a ‘socialist mayor.
He, however, tried hard to be fair
and has had the vote of many
conservative people, At one time
Bridgeport: was the only city in
New England with a socialistic
government,

During the recent war these
people prospered greatly, Not
only  is this ‘a large center for
small machinery and tools of all
kinds, but it makes guns and am-
munition even in peace times.
Hence, it was ‘and is a war city.
The conversion to peacetime prod-
ucts was difficult and much un-
employment was forecasted for
1946 and 1947, but this has not
come about, Bridgeport continues

to be prosperous. Certainly if this
applies to ‘Bridgeport, it should
apply ‘to most manufacturing cen-
ters in New England -and else-
where, ’

What About Business?

Roger Babson

man has recently pointed out—is
at an all-time high, We have more
employment and greater sales
today than ever before in our
histery. The only disappointed
people seem to be those of some
summer resorts who had planned
on a record year which has not
occurred. Too many people seem
to be economizing during vaca-
tions. They take only a $20 bill
and one suit of clothes and change
neither during the trip! This,
however, is not a bad sign. These
people are saving money for
something which will last longer
and perhaps give them a little
vacation each day of the year.

' When. the stock market was at
a low ebb—some months ago-—
many readers criticized me for
being optimistic during the early
months of 1947, They felt that
my forecasts for a “good 1947
would be wrong. Each month,
however, has confirmed my op-
timism. The stock market is now
at the highest point of the year.
Investors who cashed in half of
their profits did a safe thing; but
the “smart ones” who sold every-
thing are now disappointed bears.

‘A Bridgeport Story
. A .Bridgeport socialist, - who
knew .that the United States
money in circulation had tripled
from $8,000,000,000 in 1940 to over
$24,000,000,000 today, asked a lo-
cal banker: “Why am I not three
times as rich now as I was seven
years ago?” This interested the
banker enough to take a Gallup
Poll of the next 100 women leav-
ing his savings bank. He asked
each woman how much money
she usually carried in her pocket-
book before World War II7 These
women ~usually - replied: “About

"The truth is that the entire
United States—as President 'Tru-

four or five dollars”” 'He then
asked them to count how much

they now had as they left the
bank after making their weekly
deposit, He found that all the
women of Bridgeport were aver-
aging 12 to:15 dollars in their
pockets—or three times what they
formerly carried,

But why do these people vote
the socialistic ticket? The answer
is because Bridgeport has an hon=
est Mayor Jasper McLevy, who
leads the Socialist Party but wha
truly loves the people. He looks
at every boy and girl as if it were
his own boy or girl. He has a
heart, generous with the poor, en=
forcing the laws and especially
protecting youth. He is more than
Mayor of the city; he truly is the
loving father of the city and all
its people. Let us not think only
of money when people talk So-
cialism. There are many things
much more important than money
by which cities and people should
be judged, J

Looking Ahead "

I continue to be optimistic for
the many “Bridgeports”  in the' .
United States, although sometime
there will be a day of reckoning
for all unless we think more of
other people and get out of debt.
The next panic will come sud=-
denly “like a bolt from the blue.”
Although our domestic situation
is good, the foreign situatiqn is
very bad. There are no prosper=
ous “Bridgeports” in Europe..Coms
munism* is very different from
Socialism,

With Graham, Parsons

,Special to THE FINANCIAL CHRONICLE

CHICAGO, ILL.—Ronald M.
Coutts has become associated with
Graham, Parsons & Co., 135 S.

La Salle Street, He was previ=-
ously with C, F. Childs & Co.n .
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| r Mutual Funds

By HENRY HUNT
Diversify Thru Mutual Funds

*The investor with only five or ten thousand dollars of surplus
capital needs proper diversification of risk but seldom obtains it.
Far too often he pours his entire savings down a bottomless rat hole.
Even if he tries to select sound /i@ividual securities, his judgment
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or the advice of friends frequently

oroves unsound. Even conserva-
tive advice can prove costly. For
>xample, if an investor decided
to buy an automobile stock early
in 1942, his banker might quite
properly have suggested he put
his moneyinto General Motors. The
result—General Motors advanced
barely half as much as one of the
leading mutual funds specializing
in automobile stocks from 1942
lows to the end of 1948.

Similarly, if an investor is look-
ing for a second-grade bond or a
preferred stock that yields 5. or
6%, he might pick a good one—
and then again his selection might
fall upon the sere and yellow leaf.
However, today the mutual fund
business offers such a wide variety
of choice that even the investor
with but a few thousand dollars
can obtain not only the type of
securities he wants but also diver-
sification. running  into hundreds
of different issues merely by split-
ting his capital among -a half
dozen different funds. ;
While " diversification in itself
does not guarantee satisfactory
investment results, diversification
based on expert selection together
with continuous professional su-
pervision of the portfolio should
afford better results than the in-
vestor can expect to obtain left
to his own devices. As an executive
of one leading mutual fund puts
it: “Diversification adds the price-
less ingredient of dependability to
the investor’s obiective.”

National Has Three “Balanced”
Funds

National Securities & Research
Corporation now has the distinc-
tion of being the only mutual fund
sponsor with three different bal-
anced funds, each with its own
investment characteristics, as fol-

lows: Approximate Ave. Quality
Funds— Return of Portfolio
Institutional series - 37 High
Balanced series ... 4% Good
Income series...... 6% Medium

Institutional and Balanced Se-
ries were brought out recently

while Income Series has been on
the market since 1940. National’s
policy is to keep all three funds
fully invested, although the per-
centage invested in equities will
vary from time to time. A great
many investors are becoming con-
scious of the advantages of bal-
anced funds.

Recommended Listening

Abe Burrows’ new 15-minute
program ‘on the CBS network
(Saturdays 10:30 p.m.). Abe is a
Hollywood script writer for such
shows as Duffy’s Tayern, Dinah
Shore, and Joan Davis but is much
more amusing on his own program
on which he plays and sings his
own parodies of popular songs.
The following Burrows’ song titles
Jive you some. idea of his style:

“I Was Wandering Down Mem-
ory Lane Without a Damned Thing
on My Mind.” .

“If You Were the Only Girl in
the World and I Were the Only
Boy—But Right Now Just. Let Me
Alone.” .

He also sings:

“Oh, How ‘We Danced on the
Night We Were Wed—I Needed a
Wife Like a Hole in the Head.”

“I Got a Gal in Calico—All She
Wants Is a Mink.”

The Trustee’s Dilemma

Under the above caption, “Key-
notes,” published by the Keystone
Company of Boston, comments as
follows: “In 1934, the trustee re-
sponsible for $100,000 of capital in-
vested it in high-grade bonds and
obtained a yield of 5%-—or $5,000
income for the trust. Today that
same $100,000 invested in high-
grade bonds would produce only
2% %, or approximately $2,500.

“Worse still, because of the rise
in the cost of living each of these
income dollars ‘has shrunk to
about $0.66. )

“In purchasing power; there-
fore, the $5,000 income of 1934
has been reduced to approximately
$1,600 by these combined factors.

“Under these conditions  the
trustee, who is responsible for pro-
ducing satisfactory income for in-
stitutional or individual benefici-
aries, is caught between the upper
and nether millstones of declining
dollar income and higher costs, -

“An increasing number of trus-
tees has solved this problem by
placing a part, if not all of the
funds in other classes of bonds,
preferred stocks,. and common
stocks which produce a rate of
return larger than that obtainable
on highest-grade bonds.-

“Reduction of the risk factor
can be achieved by wide diversi-
fication, ‘careful selection and in-
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tensive supervision of the securi-
ties. These functions can be per-
formed most efficiently by a pro-
fessional research organization
staffed by men who are special-
ists in the various phases of in-
vestment analysis.”

Distributors Group’s Choice

" In the current “Investment Re-
port” of Group Securities, the fol-
lowing industry groups are fa-
vored: “The classes representing
the “heavy” industries—Electrical
Equipment, Industrial Machinery,
Railroad Equipment, Steel, con-
tinue to be substantially under-
valued. Aviation Shares and Rail-
road Stock Shares, both decidedly
out of public favor at this time,
appear to us at bargain levels for
long-term investment. Automobile
Shares and Petroleum Shares are
also highly favored.”

—
Lord, Abbett Borrows Anothe,
Million

Affiliated Fupd, Inc.,, one of
Lord, Abbett’s funds, took dowiy
an additional $1,000,000 under the
terms of its Loan Agreement, Thig
money is being borrowed at 2%
ber annum and is now being in~
vested in common stocks,
© Late in May, when the Dow-
Jones Industrial Average wag
around 165, Affiliated Fund boy
rowed $1,000,000 and bought equi-
ties with the money.
Putnam Portfolio Changes

During the month of July, net
assets of George Putnam Fun
rose from $20,860,000 to $21,730,000,

Common stock purchases in-
cluded additions to their holdings
of Commercial Solvents, Decca

Records, Douglas Aircraft, Home-
stake Mining, and Hooker Electric,

Reporls Britain’s Ouiput Hits New
Despite - Crisis

High

British Information Services says increased industrial production in
Great Britain since 1938 compares favorably with that of any.

other country.

Newly published figures of British
British Information Services, highlight

production in June, says the
the remarkable upsurge in

Britain’s industrial outout. Pro-
duction of steel reached a record
annual rate. Car production is
higher than before the war. Truck
production is  much higher and
merchant shipping under construc-
tion in Britain is more than half
the shipping ‘under construction
throughout the entire world.
Britain  does not publish - an
over-all production . index, as
many countries do, but a well-
known financial weekly, the’
London . “Economist,” last week
estimated that the aggregate out-
put of.the British community to-

| day is from 10 to 20% higher in

volume than it was in 1938.

This means that the increased
industrial production' in Britain
since 1938 will bear comparison
with any country in the world.

Of the latest figures of indus-
trial production, those of steel
output are probably the most sig-
nificant. A record annual rate
was reached in June of 13.2 mil-
lion tons. This was 127% of the
1938 rate and 120% of the rate at
the end of the war.

Car production in June was
103% of the 1938 figure. Truck
production was 171%. Merchant
shipping under construction was
238% of the 1938 figure. -

Coal production is, of course,
still below prewar output. Pro-
duction for the first six months
of this year was at an average
rate of 86% of the 1938 figure.
The number of workers was 715,
000 as against 782,000 in 1938; the
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output per manshift was, there-
fore, not greatly reduced.

Consumption of coal in.Britain:
has continued at almost prewar
levels. This  has been .possible
only through the curtailment of
coal exports. The generation of
gas  and electricity has' madas
heavy demands on coal supplies.
In January this year gas generated
was 161% of the monthly average
in 1938 and electricity was actu-
ally 239% of the prewar level.
Production in the summer months,
always down, is still 127% higher
than the prewar average for gas
and 162% for electricity.

The most important drop im
production is in the cotton mills.
In May -the production of cotto-x
yarn was still only 55% of the
prewar: rate. This was due to the
transfer from textiles to war in-
dustries during the “war, How-
ever there is a gradual increase
in -the number of workers and
production is  rising. The output
of rayon yarn meanwhile is al=
ready 122% higher than in 1937.

The figures of Britain’s man-
power need to be examined if the
full significance of Britain’s in~
creased productiveness is to be
appreciated, As stated, the “Econ-
omst” estimates that the output of
the British community is from
10 to 20% higher than in 1938.
But the number of men and
women in civilian employment is
only 1 to 2% higher than in 1938.

These workers include a very
much higher percentage of women
and older men than in : 1938.
Britain still has some 1,300,000
men under arms, as'against 480,~
000 before the war and the ranks
of civilian employment are kept
full only because of the willing-
ness of women and of many older
men to respond to the govern-
ment’s appeals for labor. Unem=
ployment has virtually disap-~
peared.

Many people find it difficult to
understand why Britain should be
in the middle of a first-class eco=~
nomic’ crisis if her production is
in such a healthy; condition. - The
answer is that the war left Britain
stripped of enormous foreign as-
sets and owing huge war:debts.

Before the war, Britain could
comfortably get by .on - actual
physical exports amounting to
only one-half of her actual.physi-
cal imports. The other .half: was
made good by “invisible”: exports
—in other words, by the income

from foreign investments and by

payment for services such as ship-'
ping and insurance.

Now, if Britain is to' import as
much as she did she must export,
in actual goods, 75% more than
her prewar figure. Thus her crisis
is due not to any lack of effort
or sacrifice, tired though. the Brit-
ish people are, but to the enor-
mously bigger production needed.

\
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* Wants Lahor Bay Dedicated to Repeal of
. Tafi-Hartley Act RE

" William Green, President of AFL, calls upen members to carry on

.unrelenting campaign’to defeat
-Sees present prosperity based on

William: Green, President of the -American Federat'ion issued the

Congressmen' who voted for law.
temporary factors. . .

following Labor Day message, through the medium of theWeekly

News . Service
of the organi-
zation:

v This year
Labor Day
finds the
nation’s
workers ex -
isting -under
the ominous
shadow of:the
most . oppres-
sive anti-
Faborlaw
ever enacted
by Congress.’

. There can
be no real
hope of future Sy .
progress and the enjoyment of the
free, American way of life for the
wage-earners - of . our country
while . the -Taft-Hartley Act re=
mains on the statute books. y

" ‘As yet, the full impact of this
reactionary law has not’ been felt
by labor, but ‘as time goes: on its
‘provisions will strifle the growth
of. organized::labor, weaken. the
trade union movement. in our land
and make it increasingly. difficult
for American: working- men and
women to keep their heads above
water.  The ‘American Federation
of Labor does not. propose to sub~
mit to such oppressive and repres-
sive conditions, « 2

On this Labor Day, I call upon
‘every member’ of our organization
to_join in. an unrelenting cam-
paign for the repeal of the Taft-
Hartley Act. :

As true Americans, the mem-
bers of the American Federation
of ' Labor will rally to meet this
challenge, We are determined not
to let our freedoms be throttled.
We are ready to fight with every

William Green ~

-legitimate weapon at our com-

mand to protect our right to im-
préve working and living condi-
tions for ourselves and our fellow
workers, We will not willingly or
supinely permit the forces of re-
action to capture control of our
eountry,

Lef me make this clear. The
American Federation of Labor has
just begun to fight. We will use
our economic strength to - the

-
fullest extent to protect the rightg
of our members' it contract nego-
tiations with employers.: We will
take -advantage ‘of every oppor-
tunity to challenge the legality of
the slave labor law in the courts;

But even such measures are not
enough. 'In the coming year, labor
must exert” its ‘political ‘strength
as never before-in . history. .We
must -unite to:defeat for reelec-
tion -every member of. Congress
who voted for. this obnoxious law,

‘| We must join in electing to our

national . and - State - law-making
bodies candidates who are truly
representative of the will of "the
people and will not succumb to
pressure. by the selfish,:big-busi-
ness interests now dominating the
80th Congress. :

Only-in this way can we bring
about the prompt repeal of the
Taft-Hartley - Act. Only in this
way: can we succeed in the enact-
ment of social justice legislation
which is so acutely needed by the
American people,. like health in~
surance, an adequate housing pro-
gram and a minimum’ wage meas-
uring ~up to - the standards o
health and decency. Wi ‘
“'Today full employment-has be+
come ‘a reality in -America, The
goal of sixty million jobs has been
reached. -But this surface .pros-
perity is based upon a number of
temporary ' factors,” such . as . the
huge export demand: and ‘con-
sumer . shortages. resulting from
the war.. Now is the time fo build
for permanent prosperity in
America, a prosperity shared by
all of our ‘people,” a - prosperity
which will eliminate poverty and
needless human suffering. ;

This kind of prosperity is with-
in - our grasp., It requires the
fullest cooperation between free
labor and free management, with
Government intervention limited
to the.establishment of minimum
standards which will assure de-
cent homes, decent wage floors
and decent health conditions for
the American people.

In fighting for the repeal of the
Taft-Hartley Act, labor is striving
for the attainment of these goals.

- Rumania Drastically Devalues Currency

: On Aug. 15 it was announced

from Bucharest, that the commu-

nist-controlled Rumanian Government has devalued the unit of cur=

rency, the leu 20,000 iimes. A contemplated new currency issue is
to-be accompanied by new regulations governing wages, salaries an_d
prices that is expected to cause the population misery unless addi-
tional exchanges of old money for new are authorized quickly or

manufacturers are required to ad-
vance wage payments within a
few days. -

On the Rumanian private in-
dustrialist, - already threatened
with bankruptcy, the new regula-
tions will ‘inflict still greater
hardships since he must repay his
debts in-the new currency, not
from his current assets but from
future production. - i

Under the new. stabilization de-
cree, the monthly wages of indus-
trial workers are -to:range from
2,525 lei to 14,035 lei‘a month. In

rterms of the old money the basic
wage rate thus is fixed at from
50,500,000 to 280,700,000 a month.
Under the wage law that was in
effect until yesterday, wages, in
terms of the old currency ranged
from 1,331,000 to 7,051,000 a
month,

The new order paralyzes Ru-
mania industrially and thus, it is
regarded as a move due ta Rus-
sian influence, to bring about a
complete revolution from capital-
ism to communism in the country.

G. V. Grace Opening
George V. Grace is forming
G.' V' Grace Co., with offices at
60 Broadway, New York City, to
enfage in'the securities business.
Mr, Grace recently has been asso-

.ciated with Mallory, Adee & Co.

Now Proprietorship |
SPOKANE, WASH.—Levi F.

Austin is now sole proprietor of |

Edwin Lavigne & Co., Radio Cen-
tral Building. Mr. Austin had
been associated with the firm for
some years. )

W. P. McDermott & Co. is en-
gaging in the investment business
from offices at 19 Rector Street;
New York City. Partners are
William P. McDermott and Clar-
ence B. Whitaker, . .In ‘the past
Mr. - McDermott was in' business
under the name .of W. P, McDer-
mott & Co,, Inc. W TR

Bowles in Rochester

Bowles is engaging in a securities
business from offices at 31 Gibbs

| Street.

'W. P. McDermott & Co. |

ROCHESTER, N. Y.—George O.

U. S. Television Stock
Placed on Market at $4

' Public offering of 75,000 sharés
of Unitgd States Television Man-
ufacturing Corp., $4 par value 5%

‘|cumulative convertible preferred

stock, was made Aug. 19 by Willis
E: Burnside & Co., Inc., and Mer-
cer Hicks & Co. at $4 per share.
Net proceeds are to be used for
general corporate purposes as ad-
ditional ,working = capital. The
stock is convertible into common
stock on a share-for-share basis
until June 30, 1948, and at slightly
lower  rates for four years there-
afte;-, when conversion privilege
axpires.

United States Television ' has
concentrated on “big picture” pro-
jection' television 'sets which are
adapted to larger audiences than
the . smaller table ‘or console
models and which find a receptive
market in larger homes, clubs,
bars, grills and other places where
large numbers .of people congre-
gate. ' It ‘also recently began to
produce ‘and sell “direct-view”
sets: for regular home use, . The
10-inch ¢direct-view” console tele-
vision  set = including automatic
phonograph and' FM, AM and
short-wave radio, sells for $895,
tax included. 2
- Annual dividend requirements
for- the entire issue of preferred
are $15,000 per year. Net profit
for the. first four months of 1947
was $107,937. = Sales of television
sets have -increased almost every
month since post-war deliveries
commenced  in September; 1946,

[n May, 150 sets were sold with

gross sales receipts of $212,192,

‘against 81 sets in April,

- World Bank and Fund Become Agencies of UN

- Despite Russian opposition,

Economic and Social Council votes

13 to 3 that the two independent organizations be included in
UN set-up. Norway also objects. * ‘

The United Nations Economic and Social Council; on Aug. 16, by -

a vote of 13 to 3, approv
last fall by the General

ed a motion which had been recommended -
Assembly ®—

of the United Nations that the
Bretton Woods Agreements be ac-
cepted and the two international
organizations — the International
Monetary Fund and the Interna-
tional Bank for Reconstruction
and Development — be brought
into relationship with the United
Nations as specialized agencies.
Alexander P, Morosov, delegate
to the Economic and Social Coun-
cil from the Soviet Union, led the
fxgl?t in opposition to the proposal,
maintaining that because the two
organizations were not subject to
the provisions of the United Na-
tion‘s Charter, and the United
Nations had no control over their
budgets or veto on their actions,
they could not be made a part of
the UN set-up under Article 4 of
the Charter. Russia, although hav-
ing attended the Bretton Woods
Conference and signed the Agree-
ments, has not yet become a mem-
ber of either the World Bank or
the International Fund. . -

;The Norwegian delegate, Finn
Moe, supported the Russian dele-
gate's contention ‘that the admit-
tance of ‘the Bank and the Fund
would violate the UN Charter and
would lead to a lack of coordina-
tion within the Economic and So-
cial Council: He objected to the
independent ‘status of the Bank
and the Fund and expressed the
belief' that, to admit them, would
mean’ .that the United Nations
would. be faced with similar de-
mands for recognition by other

international agencies, Mr. Wil-
lard L. ‘Throp, the United States
delegate, who. defended . the mo-
tion, argued that the two financial

institutions were in a special cate~
gory, were self-supporting’ and
needed - an ‘independent status.
“The World Bank and the Fund,”
he said, “must conduct themselves -
in-such a way as to get from the =
money markets of the world, and

not from the UN, funds for re- -
construction,”

John R. James, Jr.
With Marache, Sims

Special to THE FINANCIAL CHRONICLE
LOS ANGELES, CALIF.—John
R. James, Jr. has become associ- .
ated with Marache, Sims & Speer, :

John R, James, Jr.

458 South Spring Street, men;bers
of _the »Los; Angeles Stock Ex-
change. . Mr.. James was formerly

Los Angeles Manager for Geyer
&' Co,, Inc. and prior thereto was

with Merrill Lynch, Piercé, Fen-
ner & Beane, i

New Issue

" Auchincloss, Parken; & Redpath
- Folger, Nolan lncorporatéd L
Ferris & Company, Inc.- - - Goodwyn & Olds  Robert C. Jones & Co.

Mackall & Coe Robinson, Rohrbaugh & Lukens

This announcement is not an offer of securilies for sale orasolicitation of an offer to buy securilies.

140,000 Shares

Potomac Electric Power Company
e 3.60% Preerred Stock

Par Vuluel$50 per Share
(Entitled to Cumulative Dividends)

This Stock is heing offered by the Company in exchange for its outstanding preferred

stocks, as set forth in the prospectus.

Price $51.75 per share

plus accrued dividends from July 1, 1947 P

Copies of the prospéclius may be oblained from such of the undersigned (who are
J the underwriters named in the prospectus) as may legally offer
‘ these securdies under applicable securities laws. :

Dillon; Read & Co. Inc.

 Alex. Brown & Sons

Johnston, Lemon & Co.

August 15, 1947
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Securities

""" At this critical juncture in the history of the British. Common-
wealth it would appear that undue emphasis is placed on plans to
rehabilitate the war-ravaged economy of the British Isles.

" Without detracting from the importance of maintaining the un-
interrupted functioning of this essential world-cog it is now urgently
‘necessary to aim beyoad a patching-up program. Although the cur-
rent U. S.-British financial par-¢

leys are of vital direct concern
to the other members of the Brit-
ish * Commonwealth, ‘their inde-
pendent views so far have not
been officially stated. However, a
recent Australian indication of
‘outlook appears to contain the ele-
ments of a constructive solution
directed toward the rebuilding of
the structure of the British Com-
monwealth as a whole rather than

to concentrate alone on the un-

derpinning of the economic fabric
of the Mother Country. It has
long been' self-evident that the
natural resources of the British
Isles are inadequate to support
the existing population. On the
other hand, the British Dominions,
with their tremendous wealth of
unexploited resources, are woe-
fully underpopulated. Thus the
ambitious immigration scheme
now put forward by Australia can
very well prove to be an im-
portant milestone in the evolu-
tion of the British Commonwealth.
There have been spasmodic ef-
forts in the same direction in the
past, but concerted action has so
far been entirely lacking in the
absence of impelling economic
necessity, ’

Faced now with a situation un-
precedented in British history,
hothing short of heroic measures
will suffice. As the senior Do-
minion in the British community
'o_f:. nations, Canada is in a position
to take the lead in proposing a

far-reaching plan for -the absorp-|'

tion by the various Dominions of
the redundant population -of the
British Isles. Such a scheme
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would be complementary to the
Marshall Plan and its implemeh-
tation would not run counter to
various foreign interests and
aspirations such as in the case of
the proposed plans to restore Ger-
man industry.

In formulating such a scheme it
would be necessary for Britain
and all the Dominions to act in
concert with this country, and it
could" logically be considered as
ah’ important: extension of the
Marshall Plan. Moreover, it would.
constitute a tremendous contribu-
tion to the principle of self-help
as the immense total resources of
the British Commonwealth would
be added to the European pool.

The negotiating power. of the
British-European group would
thus be enormously strengthened
and in exchange for American
financial aid there would be vastly
increased scope for adequate even-
tual compensation. Furthermore,
any program of development of
Canada’s natural wealth and the
establishment of new industries in
the Dominion could not be suc-
cessfully undertaken without the
assistance of this country. As a
result, not only would Canadian
trade with this country be still
further stimulated, but arising out
of the necessarily detailed U. S.-
Dominion discussions it is also
likely that meny burning tariff
issues would also be happily set-
tled. .

Canada therefore now has a
unique opportunity to live up to
her reputation as the connecting-
link between this country and the
British Commonwealth and no
country in the British group : of
nations is better fitted to interpret
here the British viewpoint.
During the week the external
section of the securities market
continued to ease although offer-
ings were on a small scale. Fol-
lowing a slight declipg in  free
funds’, the' .internals” were ' alsp

was negligible, The strong rumor
from London of an imminent rise
in the price of gold to $50 an
ounce caused a sharp flurry in
gold stocks. Its denial led to a
subsequent reaction, but prices
continued to be well maintained
as a result of continued ‘specula-
tive ‘support,

SEC Preparing Return
To Washington in Nov,

PHILADELPHIA, PA.— Trans-
fer of the Securities and Ex-
change Commission back to Wash-
ington will begin November 1 and’
December 1, according to the best
estimates the Public Buildings
Administration in Washington can
make at this time and may be
subject to either advancement or
postponement. The Agency was
moved to Philadelphia in March
1942 fo make room in the capital
for the numerous wartime gov-
ernment departments, :
""The SEC said it had organized
a . housing committee to assist
employees in obtaining accommo-
dations in the capital and declared
that every effort will be made by
the perspnngl office to Place in
other government agenciés' those

| employees-who are not willing or

L S S, -

able, to transfer with the commis-

marked . down, .but the turnover |

Gromyko Accuses

principles of United Nztions. .

Soviet delegate to the Security Co

U. S. of Crudest Interference
In Greece

In debate before UN Security Council, says setting up a Balkan
Border Commission is incompatible with sovereignty of states and

In a debate on the Balkarn situation on Aug. 14, Andrei Gromyko,

uncil of the United Nations, in op-

lution of the
United States
to set up a
permanent
porder com-
mission to,
maintain
peace between
Greece and
the Balkan
States, and-as
a rebuttal to
the statement
of Herschel .
Johnson, U.S..
Delegate,” ac-
cused thel' U. Si
See las :
\Sveeks “Chronicle,” p. 2), of direct
_nterference with the internal af-
fairs of Greece. .
“The crudest interference in the
internal affairs of Greece comes
from the United States at the
present time” said Gromyko,
“Should one be astonished, there-
fore, that instead of removing the
real causes of the grave internal
situation in Greece, and of the
tension. in the relations between
Greece and its neighbors, the
representative of the = United
States has endeavored through all
means to arrive at a decision
which has no relation to the ques-
tion of removing the real causes
of the present situation in Greece?
Such attempts were aimed, as is
known, at the creation of a com-
mission ‘which would undertake
tasks and functions which cannot

Andrei Gromyko

osing a reso-~ @ v
I 3 4 borders of Greece, nor by the

Charter of the United Nations.”
Continuing his -attack, Mr.

Gromyko said: “Can one agree

with a proposal for setting up the

|institution of border observers

who 'would be'‘at the ‘disposal of
the commission? One cannot agree
.with such a proposal, for such a
proposal is incompatible. with the
sovereignty of the states and with
the principles of the United Na-
tions, which were set up for the
purpose of guarding the inde-

| pendence and .the sovereign rights

of its Members. One cannot doubt
for a moment that the creation of
the institution of border observers
would only create new and addi-
tional complications.in the rela-
tions between these states.
“These border observers would
have nothing to do on the terri-
tory of Albania, Bulgaria and
Yugoslavia, for the provocation
with relation to these border in-
cidents comes from the Greek
side. In order to avoid the repeti-
tion of incidents in the future, the
Security Council should make a
strict recommendation to the
present Greek Government—and
this was the proposal of the Soviet
Union delegation, Therefore, we
do have a simple, efficient, legally
justified -and called-for means to
ensure the prevention of the repe-
tition of incidents in the future,

which would be in the interests of
the United Nations as a whole as
well as in the interests of the

be justified in any case, neither
by the situation on the northern

directly concerned Balkan States.”

Commerce. Department estimates

States is at a new high, exceedin

Holds U. 3. Production Rate At New High

cutput at $226 billions, but says

higher prices account for large part of increased value. Sees con-
tinuation of increasc in corporate: profits, ;

In terms of current dollars, the rate of production in the United

g by $4 billion the wartime peak

of $222 billion reached in the first®—

quarter of 1945, according to sec-
ond quarter-estimates released to-.
day by'the Department- of - Com-!
‘merce. ‘ Py wwe 1508 '

The gross national product,
which measures the market value
of the output of goods and services
produced by the nation, reached
an annual rate of $226 billion in
the second quarter of 1947, repre-
senting an increase of $3.8 billion
over the first quarter of 1947 and
of $7.4 billion over the last quar-
ter of 1946, While production
levels continued to rise, the quar-
terly rate of growth has slackened
compared with 1946,/ ' "t v 1o

To a considerable extent, higher
vostwar prices account for the
new high dollar values. The phys-
icalical volume of production re-
mains below the wartime peak
though it is far above prewar
levels, the Department said.

In both quarters of 1947, per-
sonal consumption expenditures
rose moderately with ‘durable
goods, non-durables and services
all sharing in the expansion.
Personal income was being spent
at the rate of $159 billion in the
second quarter of 1947 as com-
vared with $156.8 billion in the
first quarter and $154.9 billion in
the last quarter of 1946.

As contrasted with the rapid
inventory accumulation in 1946, a
noticeable slackening took . place
in the first quarter of 1947. This
was further accentuated in the
second quarter. Measured in cur-
rent prices, the net increase in the
second quarter amounted to $1.5
billion as compared. with the $2.7

peak rate of about $5.4 billion.in

the last quarter of 1946.. -
‘Purchases-of -producers':durable

'{tory accumulation,

in the first quarter and with the|.

equipment increased during the
first half of 1947 but not enough
to taKe up the slack in the inven-
Domestic in-
vestment ih' new construction fell
to an annual rate of $9.5 billion
in the second quarter after reach-
ing a $10.3 billion rate in the first
quarter. The net result of these
changes in business inventories,
producers’ durables, and construc-
tion was a decline in gross private
investment in both quarters.
This decline was more than off-
set by increases of net sales to
foreigners. In the first quarter of
1947 these sales abroad were at an
annual rate of $9.2 billion and
rose to $10.6 in the second quar-
ter which was more than twice the
value of the last quarter of 1946.
Government purchases of goods
and services in the first half of
1947 were below the levels of 1946
although a slight rise was regis-
tered in the second quarter over
the first. quarter of 1947. This
rise was due to continued expan-
sion of State and local expendi-
tures as a result of higher costs

?‘nd some increases in construc-
ion.

The flow of income has been
maintained at high levels thus far
in 1947. Wages and salaries. in-
creas&c_i moderately -in each quar-
ter Wwith private payrolls more
than compensating reduction in
government employment. = In-
creases in average hourly earn-
ings contributed to the increase in
payrolls, of which . a Jarge part
was concentrated in durable goods.
‘manufacturing, . - ..

With .the : rise’ in volume and
value : of - business, - first ~quarter.
profits of both' corporate; and un-,
Incorporated -enterprises: increased

—
as compared with the last qua t
of 1946, Proprietors’ andqrerl;tzli
Income as well as net interest re-

‘|mained stable in.the second quarw

ter. Data on corporate profits in
that period are as yet fragmen-
tary. N

Personal tax and non-tax pay-
ments rose slightly in each quar-
ter, but the rise was less than the
increase in personal income sg

continued to go up. The increase
in disposable “income’ was modest
and failed to keep pace with the
growth in personal consumption
expenditures.  Personal saving
was accordingly reduced from an
anhual rate of $13.1 billion in the
fourth quarter of 1946 to $12.6
billion in the first quarter and
$11.0 billion in the second quarter
of 1947. i ;

quarter estimates will be found in
the August issue of the Survey of
Current Business, official publica-
tion of the Department.

Syadicate Gffers
Potomac Electric Pfd.

Dillon, Read & Co. Inc. which
won an issue of 140,600 shares of
preferred stock ($50 par) of the
Potomac Electric Power Co. on
August 13 on a bid of $51.75 a
share and a 3.60% dividend, head
an investment banking group
which are offering the shares in
exchange for the 5% and 6% pre-
ferred stocks of the company, out-
standing in the amount of 70,000
shares,

The exchange offer, which is
two new preferred - shares for

with cash adjustment, will expire
Aug. 26,

Proceeds from the sale of any
of the new preferred shares not
taken in the exchange w:ll be
used to pay off any unexchanged
shares. of ‘the old stock, which
have ‘been called for redemption
on Sept. 1 at $107 a share.

The issue - of the new stock,
which is on a cumulative dividend
basis, and the retirement of the
old preferred issues, is part of a
refinancing plan to simplify the
capital structure of the company.
As part of this plan, the outstand-
ing 90,000 common shares, all of
whi¢h are owned by Washington
Ry. & Electric Co., have beenre=-
classified and converteq into 85,-
000 shates of new preferred stock
and 2,961,250 shares of new com-
mon stock,

After completion of the financ-
ing the company’s authorized cap-
italization will consist of 400,000
new preferred shares and 5,500,000
new common shares, of which
225,000 preferred and 2.961,250
common shares will be outstand-
ing.

Upon liquidation and dissolution
of 'Washington Ry., stockholders
of that company will receive in
exchange for their security hold-
ings the 85,000 new preferred and
the 2,961,250 common shares of
Potomac Electric Power.

Walston, Hoffman o -
Admit Wm, Driscoll

SAN FRANCISCO, CALIF. —
William V. Driscoll, member . of
the New York Stock Exchange,
will be admitted to partnership, in
Walston, Hoffman & Goodwin, 265
Montgomery Street, members of
the New York and San Franéisco
Stock Exchanges. Mr. Driscoll,

iness as an individual floor broker
and prior thereto was a pariner
make his headquarters in: New
Yor}_{ City.

‘Michael Cosgrove Opens
JAMAICA, N. Y.—Michael Cos-

grove is engaging in an investment

Street, -

that disposable personal income "

Fuller details on the second’

each share of the old preferred °

who has recently been doing:bus+'

in Edward P. Field & Co., wiil .

business from offices at 8230-167th  °
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International Monetary Fund Financial Report

_Camllle Guit, Managing Director issues first quarterly report show-
ing assets of over $61/; billions as of May 31. Gold held reported -
as slightly more than $1:1/3 billions, the remainder held in mem-
bers’ currencies. Frarce and Netherlands granted advances,

On Aug. 13, Camille Gutt, Managing Director of the International

sheet of the organization as of

May . 31, -in values expressed - in

‘U. S..dollars on the basis of the

.Monetary Fund and C. M. Powell its Comptroller, jointly released a
-statement - showmg the balances

holdings of member nations’ -cur-
rencies indicates that $25 millions
were made available to France

INTERNATIONAL MONETARY FUND
~SUMMARY OF TRANSACTIONS
March 1, 1947, to May 31, 1947

Amount in
Currency

31,000,000.00
1,500,000-0-0 -

U. S. Dollar
. Equivalent.

31,000,000.00
6,045,000.00

37,045,000.00
25,000,000.00

Exchange Transactions—
Currency Sold

U. S. Dollars _ .. =".
Pounds Sterling -

Currency Bought:
French Francs

- 2,977,675,000.00
l\etherlands Gullders ;

' 1Iran (rials)

_established parities, These pari-
-ties are not regarded as permanent
‘and .are likely -to be. altered in
some cases, in view of devalua-
tions to be made in a number of
members’ currencies. The detailed

and $12 millions to Holland while
the holdings of U. S, dollars were
reduced over $31 millions . since
March-1. -No currency was bought
or sold against gold., -

The complete statement follows:

INTERNATIONAL MONETARY FUND
BALANCE SHEET, MAY 31, 1947

(Values expressed in.U, S. Dollars.on basis of estabhshed parities)

ASSETS— . . U.S.Dollars
Gold—38,096,326.875 Fine Oz. (U. S. $35.00 per oz )- $1,333,371,440.63
Balances with Depositories ¥ . - =, o 812 847,556.03
Members’ Non-Negotiable Non-Interest Beamn Se~

curities Payable at Face Value on Demand - 4,372,245,998.06
Unpaid Balance of Subscriptions of Members Whose

Par Values Have Been Established . _ - 22,714,252.18
Unpaid Balance of Subscriptions of Members Whose .

Par Values Have Not Been Established . . . *1,178,882,100.00
Miscellanéous - - - .= = = = =« = = = = - 113128.15

Total Assets - - - - o - o - = - - $7,720,174,475.05

LIABILITIES—
Capital: :
Members‘ Authorized Subscriptions - - - - - $7,721,500,000.00
Less Excess of Expenditures Over Income From
.Inception to May 31, 1947 . - - - - - - 1,415,120.26

Net Capital . . - - - - - $7,720,084,879.74
Miscellaneous - - - - P T e 89,595.31

- $7,720,174,475.05
see Holdings of Currencies.

Total Liabilities . - - - =« o o « =«
¥ NOTE—For details

HOLDINGS OF CURRENCIES
(Including Non-negotiable Non-interest Bearing Notes)
As at May 31, 1947

(In Millions of Units)
Net Change
—Since March 1, 1947—
U. 8. Dollar
Equivalent

U. 8. Dollar
Amount Equivalent

7,395.86

Country & Currency—

Currency
Belgium (francs)

*
*®

225.00
41.11

37.50
4.67
37.50,

' 123.55'
62.47

3.75
39.47

-Canada (dollars)
-Chile (pesos)
- China
-Colombia (pesos)
-Costa Rica (colones)__ )
Cuba. (pesos). o-cuqem o 37 '
- Czechoslovakia e
(koruny) 6,177.58
Denmark (kroner).... - 299.82
-Dominican- Republic - *
Ecuador (sucres) 50.62
Egypt (pounds) 9.55
-El Salvador (colones).. 4.69
Ethiopia (E. dollars)._. 14.87
France (francs) 56,030.43 "
Greece il
Guatemala (quetzales) 3.75
Honduras *
Iceland (kronur) --__. 487
India (rupees) 1,232.34
© 604.56
1.98
"
*
423.99

327.71
579.10
7.50
186.10
. 0.04
4.63
14201
22.50
o

Iraq. (dinars)
Italy

Luxembourg (francs)-
Mexico (pesos)
Netherlands (guilders)
Nicaragua (cordobas).-
Norway ‘(kroner)
Panama (balboas) ----
Paraguay ‘ (guaranies) -
Peru , (soles)
Phlllppines (pesos) —--
Polarid
Syria ;‘-- ®
®
Umon of South Africa
(pounds)
United 'Kingdom (£)-
United ‘States (dollars)
- Urvguay:
Vénezuela (bolivares).
‘Y'ugoslawa

tha

1 3 Total . 5,185.09 -
*Subscriptions have not been received from these members be-

— 6.05

2,030.28 3158  ~—31.58

- cause with two exceptions (Bolivia and Honduras) no par values

" have yet been agreed, either because of postponement at a member’s
‘;‘equest or because admission to membership ‘ has been too recent.
- Inc-the ‘cases of Bohvxa and- Honduras ‘certain’ legal points are out-
* standing. . N A . AR o NP

Witized for FRASER

p://fraser.stlouisfed.org/

Gold Transactions:

31,953,601.94 12,045,000.00

37,045,000.00

Currency Sold Against Gold . (Nil)
Currency Bought Against Gold (Nil)

other industries in the legal re-
quirements imposed upon them
for retirement and pensions for
their employees.

Our railroads did a magnificent
job of transportation during
World War II, That performance
involved wear and tear which
leaves them in severe problem of
improving ~right of way and
equipment. There have been since
the close, of the War some in-
creases in railroad wages, and
there have been balancing in-
creases in railroad rates for both
freight and passengers. Investors
have for a long time watched the
relation between gross income of
railroads and total labor cost and
have found that the railroads are
in reasonably good financial posi-
tion for current operation if
wages do not exceed 45% of gross.
In many, if not all, of the rail-
roads the increase in wages some
months ago sent the percentage of
total wages up to 55% of gross
income. The recent increase in
freight rates has brought the per-
centage back again toward the
long term mormal of 45%. This
percentage at least, in"the inter-
ests of safety and advancement,
must be maintained. .

We in the United States are not
without our problem of recon-
structing our industrial and trans-
portation plants. It is true we did
not suffer the destruction that oc-

.| curred ‘during ‘the War in other

countries, but if we are to have in
the future the services which our

y]engineers can provide,they and

other technical men must be sup-
plied . with the capital which
makes. possible the development

Jwhich our future public welfare

demands. This necessity for re-
building has been recognized in
many industries, and plans for its
realization and for obtaining the
necessary capital are well under-
way. American Telephone and
Telegraph, for example, will
spend during the current two
years in excess of $2 billions for |p
improvement . of its plant and
services. Electric light and power
companies estimate that during
the next three years they will
need for a like purpose upwards
of $415 billions. These large sums
will be expended. not for main-
tenance and repairs but for real
expansxon and improvement.

Needed Plans of Reconstruction

Hasn’t the time come for the
railroads to make similar sweep-
ing plans involving reconstruction
in the interest of efficiency and
safety, new equlpment and the in-
ventions science has made avail-
able which are not' yet in use?
It would not be necessary to get
all the needed, funds from cur-
rent income. As in the case of the
Telephone Company . and the
power companies, the railroads
would get much of the capital
needed for a great program of
expansion and improvement from
investors, if railroad income now
and for the future reasonably jus-

Telephone, Company - and
power companies, the railroads

tifies such investment. Like ‘;Ee )
el

are not.free as-are other dindus-|
|iries to fix rates or pricés as high

-Elbow Room for the Railroads

(Continued from first page)

as the consumers and competition
permit. They must secure ap-
proval of their rates from public
regulating and rate . making
bodies. The Telephone Company
and the power companies are in
better position than the railroads
however, because to a very great
extent they are monopolies in the
area in which they serve. Rates
can therefore be fixed for each
of them in accordance with its
actual financial position including
property values, income, expendi-
tures and resulting earnings. In
the case of the railroads there is
competition among several car-
riers in the same general area and
like rates must be fixed for' all.
This meang that railroad rate
making is more difficult because
what is a reasonable rate for the
average carrier may produce an
excessive net income for the ex-
ceptional road.

We had the same problem after
World War I. For many years the
Interstate Commerce Commission
had been setting aside unreason-
able railroad rates and fixing
reasonable rates. The approach
of the Commission had been to
bring down railroad rates to what
was regarded as reasonable-in the
interest of shippers. Congress in
the Transportation Act of 1920
courageously and definitely or-
dered the Commission from that
time on to make railroad rates

as the shippers. That Act declared
that the Commission’s railroad

the carriers to “‘earn an aggtegate‘

come equal, as nearly as may be,
to a fair return upon the aggre-
gate value of the railway prop-|
erty.”

To avoid the windfall  that

gress in that same Act provided
that where any railroad earned
more than 6% on the value of its

erty‘t‘he excess should bg held
in'a specxal fund to be used for

reasonable for the carriers as well.

rates shotild be stich as to permit|

ahnual net railiway operating in-

would result to a few roads, Con- |-

railroad improvements generally,
These were statesmenlike enac{e
ments intended to .strengthen
railroad management in the hands
of private owners. They were in-
tended to be the foundation upon
which private management could
enlarge railroad “facilities in order
to provide the people of the
United States with adequate
transportation.”

This program failed for reasons
that cannot be explained here.
The Interstate Commerce Com-
mission did not make rates ade-.

quate, and the recapture of excess
earnings was -abandoned. i

Congress Should Act

It has been said that prosperity

is assured to the nation within
which men and goods move about
quickly, We have the best rail-
roads in the world, and their serv=-
ices are available at the lowest
rates. The people of this country
and their business demand ade-
quate transportation, and they are
prepared - to pay for such trans-
portation an adequate rate., Con-
gress should again declare a pub-
lic policy with respect to railroads
that will make it possible for
them to obtain the capital to un«
dertake at once the great program
of expansion and improvement
which they need.
. After all, the railroads are not
asking for public funds out of our
already over-burdened Treasury,
If permitted, they are prepared to
finance themselves from private
investment sources. They cannot
do that if the railroad managers
are compelled to go on from day
to day bearing heavy burdens of
state and Federal taxation, heavier
burdens for wages and pensions
and constant disputes with labor
leaders seeking higher wages and
with rate making bodies reluctant,
for political reasons, to permit in-
creased rates. Unquestionably, the
railroads need fmanclal elbow=-
room.

If we do not deal with this
problem in a practical way and
soon, we may again see the day
when the public welfare, or in-
deed the very existence, of this
country may be threatened by
railroad inability to meet future
emergencies. That, if it happens,
will be due to our failure to pros
vide the railroads of today with
the financial means . of fitting
themselves for their problems of
tomorrow.

With Holton, Hull & Co.
Bpecial to THE FINANCIAL CHRONICLE
LOS ANGELES, CALIF.— El-
mer E, White has become affili-
ated with Holton, Hull & Co,,
210 West Seventh Street, members
of the Los Angeles Stock Ex-

change,

NEW ISSUE
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75,000 Shares

UNITED STATES TELEVISION
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' (Par value $4.00)
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By JOHN

Securities Salesman’s Corner

DUTTON

THE SEC IS UNDERMINING
THE SECURITIES BUSINESS

(Continued from page 3)
the laws should be. emphatically enforced. But brogdj
bureaucratic grants of POWER such as are inherent in
the Securities Acts are.subject to abuses that are poten-
tially inimical to freedom and our traditional American

system of free enterprise,

Just imagine for example,

what a fine kettle of fish we would have if by chance
a Henry Wallace headed up the SEC. It could happep
you know . . . he almost made the presidency. That is

- the real danger in these th

ings. Our government was

never intended to be handed over to men, good, bad or

indifferent, with the power

LAW, AND ENFORCE IT.

Congress, an Executive and

TO MAKE LAW, JUDGE
That is why we have a
a system of courts,

Someday these reactionary, alien ideas of bureaucratic
“ statism that were imported by Roosevelt will all have to
_be discarded anyway because they will eventually break
- down in practice or they will break the economic life of the
country. Those SEC Lawyers who today sneak back and
forth between one ruling and another while they blandly
 toss out threats such as “full disclosure rules, ete.,” may have
- to look for other jobs someday, No doubt at the present
" time they are making a much softer livelihood than the aver-
age broker, dealer or security salesman and you.can’t blame

. them for wanting to keep it up.

Think twice the next time you hear some apologist

for the securities business t

ell. you “Thank God we’ve

got a SEC.” Sure if you enjoy doing business in a con-
stant fog of depression; if you don’t mind kicking the
plaster off the wall at night because you marked up
a hundred shares of stock an extra quarter so that you
could take home a couple of bucks to mama at the end
of the week—you can “Thank God for the SEC.” For

my part I'll be a heretic!

Anglo-India Interim Financial Agreement Signed
Establishes Indian Sterling assets at £1,160,000,000, of which

£35,000,000 becomes available to India at once,

purchases by India in U, S.

. On Aug. 14, the British Government
agreement, to run to Dec. 31, 1947, under

~ were fixed at £1,160,000,000, with:

Portends larger

and India signed an interim
which India’s sterling assets

provision that £35,000,000 would
be' immediately made available
for expenditure in any currency.
This will permit India to make
much needed purchases of food,
" machinery and other imports in
- the  United States. In addition,
another £30,000,000,000 is made
available to the Indian Domin-
ions as a working balance to meet
" temporary shortages arising from
making payments abroad. This
sum, like the other &£35,000,000
could be exchanged into dollars,
but must be replaced by sterling
before the end of the year. The

.blocked sterling owned by India
can be used outside of India for
sterling payments abroad and
. such . other transfers as may be
agreed between Great Britain ‘and

John C. Roberts Joins
Waller & Co. Staff

Special to THE FINANCIAL CHRoNICLE
DENVER, COLO.—John C.Rob-
erts has become associated with
Walter & Co., First Nationa] Bank
Building. Mr, Roberts was for-
merly Denver representative for

the Broad Street Sales Corp.

Clarence Dorst With
M. A, Manley & Co.

Special to THr Financiar CHRONICLE
DETROIT, MICH.—Clarence §.
Dorst has become associated with
M. A. Manley & Co., Buhl Build-
Ing, members of the Detroit Stock

the two Dominions recently set
up in India, :

Exchange, Mr. Dorst was formerly
with Stoetzer, Faulkner & Co,

For 34

Chicago

Over-the-Counter Quotation Services

L]

»NATIONAL QUOTATION BUREAU, Inc.

Established 1913
46 Front Street, New York 4,

Years

NI YI
‘San Francisco

Chaos of Allied German Controls and Repara,lﬂ

(Continued from first'page) -
destructive to constructive plan-
ning. . + ‘

The final breakdown at Moscow
and Paris of the policy, hitherto
pursued, was connected with, but
not caused by Russia’s reparation
demands. At Yalta, Russia had
claimed $10 billion, a figure which
the United States had accepted as
basis for discussion. Great Britain
had objected, and after a specially
appointed reparation commission
had failed, the British arguments
against a fixed sum had prevailed
at Potsdam. Whilst Russia had
not protested then, she had re-
sumed these superseded claims at
Moscow., i '

The basis of the reparation
scheme was political rather than
financial. Its objectives were: ‘

(1) First and foremost the re-
moval of the German war poten-
tial, to prevent another war of
aggression, ' !

(2) A rapid handing over of
German tools and equipment to
secure quick recovery of the vic-
tims of Nazi looting. .

(3) Payments in capital goods
in kind, not in money derived
from sales of current Pproduction,
to aveid the intensification of eco-
nomic competition, which had re-
sulted from the former reparation
settlements, and had contributed
largely to the Great Depression.

The plan rested on the assump-~
tion that Germany’s overwhelm-
ing war potential had been the
decisiye factor in Nazi aggression.
Its actual structure was due to
President Roosevelt’s insistance on
unconditional , surrender, . which
had made impossible the forma-
tion of a German government, In
its absence, the Allies had to ad-
minister the country. Thig led of
necessity to his proposal for cut-
ting up Germany, As four powers,
with utterly divergent aims could
not exercise a condominium, zona]
partition was inevitable, The Brit-
ish, foreséeing its dangers, had
managed to insert a clause in the
Potsdam agreement, which af-
firmed the economic unity of Ger-
many. - It enumerated the several
administrative ~ branches, = which

were to be run on identical lines’
by each occupying power,” But]

the meaning of economic unity
was left vague. Each occupying
power was left free to tamper
with the economic and political
structure of its zone. At the very
moment, ~moreover, - when . the
preservation of German economic
unity was agreed upon, the coun-
try was split by the establishment
of an Eastern and a Western repa-

ration zone. The two zones were

not separated by customs barriers;
the occupying powers merely held
up the regular flow of goods and
men across the boundary line.
They planned a kind of bulk trad-
ing: The Western zone was to send
25% of its removable industrial
equipment, not needed for Ger-
many’s. peace economy, to the
Soviets, who were to repay 3ths
of it in goods.

II. 5 ;
given provisionally
Germany’s pre-war
as'compensation for- her

Russia.  She was per-

Poland wag
nearly Y%th of
territory
losses to

mitted to expel within two years|

the remnant German populatioh
from half of East Prussia, nearly
half of Brandenburg, three-quar-
ters of Pommerania, the whole of
West Prussia and of the two Si-
lesias, There is nio sense in harp-
Ing on the provisional character
of this arrangement. The dumping
of 8'to’9 million Germans on
Western Germany and the set-
tlement of 5 million Poles in
their place; cannot be undone by
legal reservations.

"The Russian zone and the re-
glons provisionally -ceded to Po-
land had been Germany’s "gran-

ary; they contained nearly all the

large,” intensely farmed’ estates,

which . yielded a surplus to ‘the

towns, Neither New Poland nor
the ‘Russian zone can contribute
much to the Western zones. In
New Poland a new society has to
be built, and it will take years
before the former .output can be
reached. In the Russian zone, the
large estates have been cut up
and - numerous small. farmers,
many of them without much ex-
perience or equipment, have been
established -on 18 and 20 acre
holdings., The Russians have thus
been able to settle farmers out of
the 3% million deportees from
Czechoslovakia; they have eradi-
cated the Junker; they have
gained the good will of the local
proletariat and they have laid the
foundation of a communist society.
These reforms, rushed through in
obedience to a doctrine, and to
the exigencies of propaganda,
with utter disregard to technical
and financial means available for
equipping the new, frequently un-
economic farms, resulted inevit-
ably in a, severe fall in output.
The zone has not been able to send
West even a fraction of it4 former
contribution. Its actual deliveries
out of the 1946 harvest up to May
1947, have been about 120,000 tons
of grajn (Germany’s yearly pre-
war - consumption was 11 to 12
million tons); about 120,000 tons
of potatoes (pre-war consumption
between 35.and 40 millien -tons)
30,000 tons of sugar (pre-war
consumption 1.5 million tons).
The .monthly grain' import needs
of the two Anglo-Saxon zones are

between 300,000 to 400,000 tons, |-

nearly three times the total con-
tribution of the Russian zone,

The Soviets distrust property-
minded successful peasant pro-
prietors; they would not worry
over the collapse of these small
owners. It would furnish an ap-
propriate argument for. introduc-
ing collective farming which, in
the absence of necessary. equip-
ment, especially for lack of trac-
tors (Russia has removed 60,000
tractors) would, lamentably fail
at the present time. The Bolshe-

viks have not minded the loss of g

millions of human lives, when
they. collectivised their ‘own agri-
culture; they cannot be expected
to. be more squeamish over Ger-
mans who they both hate and
fear, y A

The Russians have removed
everything worth while removing
from both the-regions ceded to
Poland and from their own zone,
They  have realized the appaling
waste involved in these operations
and have left about two hundred
plants, originally scheduled for
remoeval, -to work for Ruyssia’s
account. They are using such' sur-
plus as the zone can spare, for
exports to- hard currency coun-

tries, whose payments in goods or |

currency are not made ayailable
to the Western -zones, From time

to time, they have resumed re- | g

movals; enly -lately they have
asked for the delivery of two mil-
lion tons of scrap, the.collection
of Berlin’s share alone involves
the labor -of about 7,000 men and
140 lorries. They have systemati-
cally drawn reparations from cur-
rent-production: A recent German
estimate -claims, that- 6 . billion
marks out of zone’s tota] income
of 8,000,000,000 marks has gone to
Russia. At their instigation the
local communist colored govern-
ments of Anhalt-Saxony and
Thuringia have mationalized alto-
gether 185 mining and brocessing
enterprises, In- Thuringia it was
done” without, compensation. The
Eastern zone is to all purposes be-
coming a semi-communist state,
intimately “interwoven with Rus-
sia’s planned economy. The struc-
tural economic unity on which the
Western Allies insist,  has been

|split for the. time being at-least,

beyond repair,

cw s IR, o
Like Sovfet Russia, the Western
Allies have ‘disregarded the -eco-
nomic unity to which they were

pledged; each of them has pura
sued a more or less independent
policy, - But, unlike Russia, they
have not profited much frop it.
The United - States’ ang Great
Britain’s receipts from the con<
fiscation of German shipping ang
German assets in neutral Coun-
tries cover but a smal] fraction
of the over £200 million spent on
keeping the Germans alive, Thejr
governments hold Russia’s drain
on the Eastern zones’ current pro-
duction responsible for these poop
results. They appeal to the clause
in the Potsdam agreement, that
current production must be used
in the first place for German im-
port needs. s

Lack of imports from the
Eastern zone and from New Po-
land, together with world scarcity,
have aggravated the situation in
'the Western zones; but they are
not the fundamental causes of its
plight. The chaos prevailing in
them is due: .

(1) To the dumping of 8 or'9
million evacuees and refugees
from their lost lands (about 5 of
Germany) and from the Russian
zone, trme L s

(2) To war destruction. Though
air-raids .have by no- means des
stroyed the. so-called war poten-
tial, they have greatly damaged
industries; in many, cases, they
have missed the. plants—for ex«
ample those of the dyestuff cons
cern—but’ have made a shamble
of the neighboring cities. P

(3) To_the hold-up of produce
 tion by getting ready for removal
of 740 of the large plants. '

(4) To the lack of man-power
due to its waste in dismantling
and scheduling-operations, and to
the withholding of one million
prisoners of war by the Western
powers alone, and perhaps 2 tb 3
millions by Russia, ’

(5) To interference with pro-
duction by de-Nazification—espe=
cially in the United States zone—
until General Clay on his own
responsibility stopped the trial of
800,000 unimportant Nazis. S5
(6) To. a planned . economy,
plotted by planning staffs with
conflicting views,. whose . objec=
tives are.destructive; the limita<
tion of German output and manip<
ulation of German export. Cen-
tral .planning entrusted to inde=
pendent _decentralized agencies
must produce a mix-up in com-
parison to which even the carricd=
ture of ‘“anarcist capitalism”
drawn by. Socialists looks like die
vine order. - "

(7) Currency anarchy caused in
part by the war, and in part by
the Allied printing press. 74

(8) Destruction of foreign credit
by an indiscriminate confiscation
of all external German assets, .

Zonal reunion would not make
available to the Western zones the
resources of New Poland and the
astern zone. It would not assimie
late the latter’s social structure to
Western patterns, for it is by now
50 - closely adjusted to Russian
economic and political needs, that
it will contribute little to the West
during the critica] years. Reunion
could: not remove the major causes
of the paralysis of the  Western
zones, =~ -~ e &

' For the last two years, [Russia
usually supported by-France; has
opposed German reunion.- She
needed time for the sovietizatiom
of -her zone. She has now turned
round completely, clamors for re~
union and poses as championi ‘of
‘German unijty. For-shewantsi:a
Vvote in the administration of 1the
Ruhr and reparations fromiits out=
put. A few days ago, ‘she: :de-
manded the removel of six. major
steel plants. She fears the Ruhr’s
integration into a Western Eue
ropean economic bloc, as a poten=

| tia] arsenal of Western democracy.

She is net interested in the re-
covery of Western Germany. She
naturally .favors unification now;
as it would facilitate communist
propaganda in -the “West,” create

internal difficulties for the West«
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ern Powers, and enable Russia to
block all ‘decisions in the West.
Even if she were to grant admin-
jstrative reciprocity in the Eastern

d sone in return for a vote in the

West, the Western powers would
be dished. She could always over-
come their veto in Eastern affairs
by releasing the communist forces
‘she has been organizing. A re-
united Germany would be a house
divided against itself, as long as
the people of the Western zones
remain anti-communist, and those
in the East become communist.
Division has been the aim of
"French policy since the days of
' Richelieu. It has not paid in the
past and ‘will not pay in the fu-
ture, for sooner or later, an up-
surge of enthusiastic nationalism-
—communist or not communist—
will sweep away the ideological
barrier, as it has swept away in
"the past equally strong religious
and dynastic barriers,

1V,

It is quite understandable, that
‘France, proud of her military

- past, prefers to explain her three

“defeats by Germany’s superior
natural resources and mechanical
-appliances, - rather than by her
-own military shortcomings  and
- political mistakes. It is equally
-understandable, -that the United
-States who realized the over-
support - their own

-war - production, - could be ‘won
“over temporarily to-'this view. It
-fitted in beautifully with the doc-
trine, dear to- those. who blend
Liberalism  and . Leninism, that
monopolist capitalism in its last
‘stage isthe main cause of all
-wars; and that its destruction
would mean the end of all wars.
In reality, Germany’s war po-

“tential was-extremely vulnerable,
-as Hitler knew very well when
+he clamoured for additional living

space. He got it by his treaty with

'Russia and the triumphal march

of the -German armies over most
~of Europe. The highly developed

German processing war potential
which had turned to re-armament,
always depended for its success-

-ful workings on foreign imports;

apart from  coal, potash and ni-

- trate, Germany had few of the

essential key materials for mak-
ing war in adequate quantities. An

-intelligent policy of the Allies

could have stopped German re-
armament without the slightest

;ris}c at ‘any time before 1936.
. Driveling - pacifism was as much

responsible for the outbreak of
the war as ranting Nazism,
Today, a large part of the Ger-
man war potential has been lop=
ped off by the Polish-Russian
cessions. An overpopulated West-
ern Germany can not feed her-
self, Her cities are in shambles;

-both capacity and efficiency of
-her surviving plants is greatly
- diminished. Without large scale
. foreign

loans, Germany could
never restore the war potential

-Temaining ‘within * her -borders,
~evep if the -armies -of occupation

were withdrawn tomorrow. She
is: 50 'dependent on . foreign im-

- ports. that mere exchange control
- would suffice to prevent re-arma-
- ment. -The acceptance ‘of - the
- American four power pact (leav-
-ing the ‘UN out. of -account)
- 8eemg to provide all essentials for
. security. In these circumstances,

it is: about time to-scrap the-eco~

-Nomics-.of fear, stop. destructive
. Planning and face realities.

De-Nazification has not done it.
One: cannot spiritually : delouse

- masses.:of - active Nazis by im-
. Prisening, * fining - or ..demoting

them. They will - not become
when = they
€merge: from prison. The hundred

ousands of “incurables” amongst

them: should have been put into

“labor batallions and deported.
" “They, not the hapless prisoners of
. war, should have ended in. Si-

berian concentration .camps. It is

- Much more important to prevent
- the spawning of numerous new
- Nazis, than to punish every single
_old one. Nazism originated in the

chaos which resulted from the
First-World' War and its- after-
math—inflation. The chaog pre-
vailing today in Germany is far
worse, It has increased under and
through the Allied occupation. It
s producing millions of - “up-
rooted,” who provide ideal ma-
terial for a Nazi resurrection,
which can be camouflaged as Na-
tional Communism.

The merger of the two Anglo-
Saxon zones and the new deci-
sions about ceilings, forshadowed
in the instructions to General
Clay, are the first steps towards
a realistic policy. But it has not
yet turned resolutely from .de-
structive to constructive planning
and set targets to German produc-
tion, instead of imposing ceilings
on it. At a time, when the steel
output is about 215 million tons,
quarrels over a . ceiling of 5.8 or
12 million tons are futile, The
Germans should be made to work,
not to be given cause to whine.
Nor need the Allies who limit
output and determine prices dic-
tatorially, worry today about car-
tels; their controls are far more
drastic and efficient than the re-
strictions and regulations on which
cartels used to rely. Nationaliza-
tion too is not an urgerit problem
when its effects on output are un-
certain, Nationalization of going
concerns by "businesslike ‘ bour-
geois. governments has frequently
shown excellent results; under a
Socialist government it might end
in the nationalization of losses at
the expense of the taxpayer. An
efficient nationalization. of thor-
oughly disrupted German indus-
tries is moreover beyond the ca-
pacity of “the fake-democracies
which the Allies are setting up in
Germany; governments without
practical experience. in business
or politics and without credit, are
not equal to it. In any case, it is
rather illogical first to weaken
these governments. by insisting on
Federalization, and then to
strengthen them by vesting vast
economic powers in them. Those
who advocate mationalization be-
cause they see in highly monopo-
list capitalism the main cause of
war, have yet to prove, that mo-
nopolist states are peace-loving,
The Allies meed administrative
agencies, through which they can
rule Germany, mot political. con-
stitutions, No  constitution will
last in a future free Germany,
which has been underwritten by
Allied bayonets, at a time when
political parties had to go in for
“protective coloration.” .

In order to 'raise output and
make the Germans work for their
own salvation and for the benefit
of the Allies, a few immediate re-
forms are essential. The Mark
must be stabilized. Without a
stable mark German peasants will
not deliver adequate quotas for
the feeding of the towns. -But
stabilization—plans that have been
prepared by United States experts
—will have to avoid the complete
destruction  of debtor’s wealth
which - was - caused 'by the 1924
stabilization. The pauperization
resulting from it contributed
greatly to the spread of Nazism.
A’central budget will have to be
framed and.with the help of for-
eign loans, balanced materially—
not merely formally by .ignoring
past and future obligations, It will
have to include some compensa-
tion for. the-confiscation- of Ger-
man _ships, foreign assets -and
scheduled plants. These enter-
prises were not the exclusive
property of-Nazi criminals; their
shares - and. bonds were widely
scattered amongst thousands of
holders without political . influ-
ence. If reparation is not to be
degraded : into mere looting, it
must be made a burden of the
State and distributed by it on the
community.. ¢ 3

The Western group, and particu-
larly its smaller members, have so
far received mext to nothing from

the great removal scheme, If they
are to: get reparations, plants will
have to be re-started and worked

at top sped. As long as they are

under Allied control, the fear that
they might be converted to war
production is senseless. In a few
years they will be obsolescent
anyhow. Nothing can be done in
Germany today which will not
have to be modified tomorrow.

Control, production and repara-
tion can be combined in an inter-
allied holding company, in which
the shares of all German enter-
prises which the Allies want to
watch, are pooled. It can direct,
and can supervise management
and production. This control can
later be used for contracting Ger-
man output whenever world pro-
duction outruns demand.. In time,
the company might become the
core of a Western Federation of
Industries. Decisions on doctrinal
economic issues, on which both
Allies and Germans are divided,
will have to be: deferred until
Germany once more is a going
concern.

The Allies will have to cease
chasing the phantom called “the
Unity of Europe.” It is a purely
geographical concept and has
never existed in the economie, po-
litical or cultural sphere. Parts
of Russia and Turkey and of the
regions they dominated, have been
in Europe, but never of Europe.
Today the unity of Europe is ob-
tainable only by the West’s ac-
ceptance of ‘communist principles,
for Russia and her. satellites are
not going to be converted to what
she calls “Fascism.” It is most un-
fortunate, that the line of separa-
tion runs through the heart of
Germany, instead of 'coinciding
with the ethnographie frontier of
Russia. It has been drawn at
Tehreran and Yalta by planners
who looked backward with fear,
not forward with hope, It has
been sanctioned at Potsdam and
hardened in the last two years by
the intelligent use, which the
Soviets have made of the oppor-
tunity offered to them for turn-
ing Eastward their zone’s econ-
omy. It can only be pushed back,
if the Western Allies succeed in
making the regions they contfol
attractive to the people living
beyond it in the shadow of the
Kremlin,

Touche, Niven, Bailey &
Smart, Accountants .

Touche, Niven, Bailey &
Smart forms'a partnership effec-
tive Sept. 1, with a general ac-
countancy practice formed from
the merger of Touche, Niven &
Co., Allen R, Smart & Co., and
George Bailey & Company. Of
nation-wide importance and sig-
nificance, this new firm will ad-
minister its business from 10
coast-to-coast offices in New
York, Chicago, Detroit, St. Louis,
Pittsburgh, Cleveland, Minneap-
olis, Los Angeles, Seattle, and
Dayton,” ' ¢

The new firm, with its greatly
expanded personnel, takes its
place as one of the largest serv-

ice organizations of certified pub-
lic accountants in the United
States. Present clients of each of
the firms of the merged pariner-
ship will be served through the
augmented facilities of the new
partnership, under the direction
of :the same principals. 3
The oldest of the three firms,
Touche, Niven,-was founded in
1900;: Allen R. Smart in 1922; and
George Bailey and Company
formed recently in Detroit by Mr,
Bailey after more than 30 years
with Ernst and Ernst. Bailey is at
present Chairman of the Com-
mittee on Accounting Procedure
of the American Institute of Ac-
countants and is the nominee for
President of that Institute - for
1948, Individuals of the new firm
are serving more than 60 accounts
on the national stock exchanges.

sult of fiscal policy and direction,
but also reflected fundamental
conditions. Theoretically, the
monetary gold supply is the ulti-
mate base for credit, and it is to
be recalled the gold supply was
increasing during the thirties be-
cause of unsettled conditions
abroad. On June 30, 1937, the
monetary gold supply was a little
over $12 billion and by the end of
1942 had reached a high of $22,-
736,000,000. From that time until
May of 1946 there was a decline to
slightly in excess of $20 billion.
In recent months there has been a
slight increase in the monetary
gold supply, and as of April 30
the figure was $20.744 billion.

If we use loans in all of the
banks in the United States as an
indication of the demand for
credit we find at the end of 1938
loans were about $21 billion. By
the middle of 1946 loans had
reached a level of about $31 and a
half billion, and at the year end
the figure had jumped to over $35
and a half billion, yet during the
full 1946 year total deposits ad-
justed of banks had dropped over
$8 billion.

During the period of declining
interest rates deficit financing
through the banks was causing an
almost constant generation of de-
posits. Now the reverse has been
taking place and there has been
deflation of commercial bank de-
posits at a time when the demand
for credit is substantially increas-
ing and the 'supply remaining
relatively constant. The point is
not one of supply for that is cur-
rently adequate to take care of
all legitimate credit demands, but
rather, in relation to. the supply
the demand is becoming greater
and therefore, on a demand sup-
ply relationship basis, there
should be pressure for an in-
crease in interest rates, Estimates
of credit demand for the next
twelve to eighteen months for in-
stitutional loans of all types, new
capital, security flotations and
international loans, have ranged
from between $12 to $18 billion
dollars, ' These estimates have
been developed on the assump-
tion that inventories needed to be
built to the 1939 unit business
levels, and to carry the same unit
inventory and maintain the same
unit volume of production, more
dollars would be needed because
of the change in price levels. The
same reasoning applies to housing
and mortgage loans.

Another point to be emphasized
in considering probabilities is that
many industrial corporations and
banks will be sellers of govern-
ment securities. Most banks are
in a fully invested position, and as
the demand for credit continues
to grow then banks will be sellers
of government securities.” Much
will . depend upon the budget
policies to be determined by the
Congress, and what proportion of,
if any—surplus will be earmarked
for debt reduction. The govern-
ment trust funds and other
agencies will absorb a substantial
amount of the net sales of corpo-
rations and banks. If long bonds
are available at satisfactory yields
life insurance companies may also
buy. Also, not to be overlooked,
is the absorption power of Sav-
ings Bonds sales. For example,
during the period April 30, 1946
to April 30, 1947, there was a net
increase of about $2.7 billion in
Savings Bonds. During the same
period special issues increased
about $4 billion, On this basis
the combination of the two would
provide about $6.7 billion_of ab-
sorption power annually,

Pressure for Higher Rates

probabilities one should watch the
increase 'in bank loans, the de-
crease in government debt, sales
of Savings Bonds, and- the in-

creaseg in amounts of special is-

In attempting to judge.future]|.

Interest Rate Possibilities

- (Continued from page 4)

sues. For the time being at least,
the gold supply is of only theore-

tical concern. If by some chance,

bank loans should not increase
faster than the reduction in bank-
held debt and the Treasury were
able to retire open market debt
through transfer to non-market-
able debt, then the tendency
would be for rates to decline.
However, this does not 'seem
likely. . After every war in the
past there has been a tremendous
demand for goods and credit, and.
this post-war period appears to be
no exception. This fundamental
present condition would seem to
favor pressure for a rise in inter-
est rates rather than a decline, al-
though over the near term pros-
pects are for no change of
consequence.

Should the pressure of events
become so great the long term
bonds would decline, support
would come in at par levels and
probably be maintained on a re-
strictive basis for some time so
that all of you should have suffi-
cient time to review conditions at
the time and then determine
whether or not to sell your long
term 2%s., You have had the op-
portunity for tremendous in-
creases in the mortgage portfolio
since the Victory Loan at the eni
of 1945, and so did not need to

governments at high premiums in
1946. It is assumed that your lon~
2%s are carried at par. It would
be unwise to disturb par bonds at
this time unless funds are needed
for mortgage purposes.

Because of the conclusion
reached on long term government
bonds it seems reasonable to con-
clude that on balance the govern-
ment fiscal policy will make
every effort to hold back the ef-
fect of those forces which might
make for higher interest rate:.
While conceivably, money market
conditions could be adjusted to
force a resumption of the lonz
down trend in interest rates which
culminated last year, we do not
believe, practically speaking, tha{
the government authorities woul '
like to see a further down-trend
in interest rates, but rather would
prefer continued stability. How-
ever, it cannot be overlooked that
the forces, which in the earlier
period were favorable to the gov -
ernment policy of lower interest
rates, have now changed and ap-
pear to be working against ex-
tremely ' low rates. On the other

one not to recognize the govern-
ment is powerful enough to dom-
inate the money market.

Keeping in mind the conclu-
sions on government interect
rates, and turning to mortgage in-
terest rates, it logically follow:
that prospects are mot for any

near term increase in such rates.
Furthermore, a very substantial
proportion of loans such as the
G. I, mortgage loans and the F.
H. A. loans carry definite interest
limitations. Your problem then,
becomes one of attempting to
liquidate the "lowest yielding
earning assets and to replace them
with higher yielding assets, as for
example, liquidate G. I. per cent
loans and {o acquire F, H, A. Title
II loans when available, on which
you do. your own servicing, so’
that you may get a return of
4% %.

Joins Buckley Bros. Staff

(8pecial to THE FINANCIAL CHRONICLE)
LOS ANGELES, CALIF.—C, R.
Klingensmith has become associ-
ated with Buckley Brothers, 530
West Sixth Street. In the past he
was with Franklin Wulff & Co.,
Inc.

buy a large volume of long term ~

hand, it would be foolish for any- .




. porate use coupled with the need

: among the die-hard optimists dur-

d

22 (734)

Vit

THE COMMERCIAL & FINANCIAL CHRONICLE

-
-

- Thursday, August 21, 1947

- Investment Companies Bou

(Continued from page 2)

agerswho sold securities during the
“first quarter were incorrect in
their appraisal of the outlook over
the next year? Does stock market
‘sentiment which shifted 'fr'om
pessimism to tempered optimism
during June determine the course
of procedure of ‘the investment
managers? Needless to say, as-in
investment circles generally, there
is a lack of unanimity among the
heads of investment trusts on the
{uture economic and financial out-
look. ’

Fundamental Investors in its re-
view of economic trends published
in the semi-annual report to
stockholders explains why a con-
siderable part of liquid funds ac-
cumulated ‘at higher levels has
been reinvested: “Business is still
at boom levels and employment
is high. . . . The vast export move-
ment and the volume of holiday
expenditures are contributing fac-
tors at the moment. . , . Tem-
Porarily, at least, certain defla-
tionary forces are at work, with
the government withdrawing
funds from the economy and the
removal of rigid support for
short-term government securities,
But the underlying inflationary
forces, the huge money supply
-available for individual and cor-

of additional loans to foreign
countries, are still very - much
alive.” .
“Fully Invested”
Incorporated Investors has been |

ing the preceding 12 months and
increased cash - slightly for the
first time during this quarter. It
is therefore particularly interest-
ing to observe what its Pre§idenjc,
William A. Parker, says in his
semi-annual report .. to - stoqk-
holders: . “We .remain fully in-
vested because we believe that
the . cautious policies of business
with respect to inventories and
expansion have prevented over-
accumulation and a  disorderly
price rise; that the foreign and
domestic demand for goods is gen-
erally strong; that both industrial
and home construction will ex-
pand; that while prices seem high
the level has been brought about
by genuine demand rather than
by speculation; ‘that inventories
are not large with respect to sales;
that money supply and incomes
are at high levels; that the ex-

pected slump in consumer buying
of durables and non-durables has
not developed and does not seem
likely to; that labor-management
and labor productivity are much

better than they were; and that
inflationary forces rather than
deflationary forces seem to be
dominant,”

Another fund with an optimistic
outlook supported by above-aver-
age .aggregate purchases of stocks
during the period ascribes earlier
forecasts of an incipient depres-
sion to an “organized propaganda
effort functioning in the United
States . under the control of the
Soviet regime in Moscow.” Like-
wise still one more trust which
has maintained a fully invested

portfolio includes the following
as-a reason: “The dire warnings
of an impending business reces-
sion can “usually be traced to
those who apparently have some-
thing to gain from such a condi-
tion—the propaganda offices of
foreign powers. and the domestic
proponents of a regimented econ-
omy.” Regardless of such submis-~
sion to current post-war hysteria,
there are several rather respect-
able investment managers who see
signs of weakness in the current
picture.

Caution the Watchword

In his semi-annual. report to
stockholders, James N. White of

Fund concludes his “Investment
Review and Outlook” with the
following masterly piece of ' self
restraint: “Your management has
been willing to maintain the com-~
mon stock position shown in this
report in the face of pessimistic
sentiment and talk of a recession
during the last 12 months (67.6%
of portfolio). Nevertheless, we are
well aware that present boom
conditions cannot last indefinitely
and that the longer correction of
excesses and maladjustments is
delayed, the more severe is likely
to be the process of correction.”
Similarly Russell, Berg and Com-
pany, in g letter to stockholders
dated July 3, 1947 state: “the
management continues to believe
that the uncertaintles in the bus-
iness outlook do not warrant a
heavily invested position in com-
mon stocks,”

Balance Between Cash and Investments of 50 Investment

i Com, Stks. plus Lower
Net Cash & Govts, ' Net Cash & Govts, Preferred Stocks Grade Bonds & Pfds.
'I'housagcrl:'zi oé‘ Dollars Plgr dCertxt Pgr genrt‘ Per Cent
Open-End Balanced Funds: March June Marcn ¢ June March - C June March g ox June
Axe-Houghton Fund .._...__________ 833 484 11.2 6.8 24 3.0 86.4 90.2
Axe-Houghton “B”_______ " ""TTT" 162 111 15,7 11.0 10.5 158 73.8 73.2
Commonwealth Investment ___.____ 490 438 14.6 12.8 17.1 183 68.3 68.9
General Investors Trust.___.________ " 482 459 23.3 23.3 21.2 20.6 55.5 53.1
Eaton & Hpvyard Balanced.____._____ 3,568 3,675 134 13.0 18.2 17.5 68.4 69.5
Fully Administered Shares__________ 1,321 1,148 249 23.6 6.8 7.0 68.3 69.4
Nationa] Securities-Income ________ . 339 483 35 5.0 23.9 22.7 72.6 723
Nation-Wide Securities .____ __~_ " 1,270. 1,179 14.0 121 . 289 34.4 57.1 53.5
Nesbett Fund .__.._____"77"7777T77" 151 - 127 43.0 - 37.0 None 240 . 57.0 39.0
George Putham Fund__________ ~~"" 3,678 3,246 179 15.6 18.9 175 63.2. . 66.9
Russell Berg Fund_-._____. . 373 . 519 38.6: 43.6 22.9 ‘272 38.5 1292
Scud}ier Stevens & Clark b 1,924 *x 8.5 e 23.9 e 67.6
nglmgt_on Fund —___.___._______ 11,425 12,303 29.1 29.2 19.0 20.7 51.9 50.1
Wisconsin Investment Co..._. ... . 490 438 22.9 22,0 9.3 10.9 67.8 67.1
Open-End Stock Funds:
Broad Street Investing..__..____ .. ___ 543. 578 6.7 7.0 None None 93.3 93.0
Bullock Fund ...___________"7"" 611 1,207 114 224 None 1.2 88.6 76.4
Delaware Fund ...____________ .7~ 249 253 242 24.1 2.6 23 732 73.6
Dividend Shares _...________ """ 6,157 6,294 10.9 11.2 None 0.9 89.1 87.9
Eaton & Howard Stock.__.._ ... . 102 167 6.2 9.7 2.3 2.1 91.5 88.2
F}dehty Fund, coiciosnntin S i 1,467 1,187 11.0 8.7 None None 89.0 91.3
First Mutual Trust Fund_.____... .. 1,706 1,238 36.2 27.9 None None 63.8 72.1
Fundamental' Investors _.___ .. -- 4516 3,596 20.6 16.0 None None 79.4 84.0
General Capital Corp..._._. i 971 1,158 88 " 10,9 1.9 1.9t ggg.- < 812
Incorporated Investors i i 1,948 2,603 2.9 4.0 None None 97.1 96.0
Investment Co. of America____.__ ... 567 558 10.5 10.5 None None 89.5 89.5
Investors Management Fund.._.... .. 1,770 1,303 18.0 13.6 None None 82.0 86.4
Knickerbocker Fund -__._._______ .~ 162 71 2.1 0.9 None None 97.9 99.1
Loomi.s-Sayles Mutual Fund._______._ 462 642 105 . 15.0 4.5 3.5 ' 85.0 815
Loomis-Sayles Second Fund___.._..._ 914 952 11.0 12.0 70 . 7.5 82.0 80.5
Mass. Investors Trust-..______ . . - 7,882 8,763 4.1 4.5 - 0.1 None 95.8 95.5
Mutual Investment Fund_._____ " 70 89 9.1 120 None None 90.9 88.0
Natmna} Investors ... 7" 9355 722 5.6 4.2 None None 944 95.8
Republic Investors _._______ "~ 440 340 393 32,0 5.1 6.5 55.6 61.5
Selected American Shares.____.__ 1,690 2,980 11.1 19.8 0.7 0.7 88.2 79.5
Sovereign Investors ._.______~ " 102 93 194 18.2 25.8 17.5 54.8 64.3
State St. Investment Corp 9,739 12,212 15.0 19.3 None None 85.0 80.7
Closed-End Companies: :
Americqn European Securities__._____ 3,625 - 542 . 26,6 5.5 11 0.
tAmerican General Corp 610 840 10.6 164 0.2 o.g Zgg 33‘1
Blue Ridge Corp....______ . .- 6,423 4460 157 134. 06 0.4 837 86.2
Capital Administration .____~7-777"" 349 360 175 18.2 5.5 5.9 87.0 85.9
#{First York Corp..__._.-o 3,24 2,654 337~ 301 08 05 65.5. 69.1
General American Investors 6,640 6,322 17.8 17.2 None None 82'2 82‘8
General Publie Service...__._.______ 691 824 142 174 None None " 85.8 82.6
General Shareholf.lers S i am o 830 ° 846 15.2 15.0 5.8 . 6.3 89'0 887
Lehman Corporation ______ - _-""""" 19,650 12,499. 120.9 114.2 3.1 3.4 760 82.4
National Bond & Share..._._. .. - 2,000 1,862 $19.4 119.1 95 9.5 711 71.4
‘Selected Industries _____.___ "~ 1,024 1,273 145 4.9 9.6 9.3 85.9 85.8
Tri-Continental Corp.’ il -~ 989 1,239 - i4.2 ‘144 7.5 7.0 88.3 88.6
_HU. 8. & Foreign Securities-._ - R SRR (7 RN Y 29 None None . & o790 . - g7
U, S & International ‘Securities. -__% + 09, * 1 . s, Al Y 20 None - None . " “frg " i gy
*Investment' bonds' and preferred stocks: Moody’s. Aaa through

for «prefe.rreds. **No -interin réports
#1Portfolio exclusive of securities in ‘subsidia

End of Quarterly Period

issued to ‘stockholders on this

ryand associateq companies,

S March and June, 1947

Ba for bonds: Fitch’s AAA “through

date;

ght in 'J.uhe ‘

| prices have

the Scudder, Stevens and Clark |

In support of these more con-
servative managements, attention
is called to a theme that has been
repeated. constantly in these quar-
terly surveys—that post-war in-
flationary booms are of a tem-
porary nature and ‘must eventu-
ally end; that the prosperity upon
which America has been built has
not depended on aggregate: pur-
chasing power- alone, but the dis-
tribution of that purchasing power
so as 'to make it effective on a
broad- base; that current high
weakened this -base;
and that  this weakness, ‘unless
corrected, will  eventually filter
back through the direct consumer
outléts to our entire business
structure. - . -

Russell Berg Fund built up its
backlog of investment bonds and
preferred stocks during the pe-
riod as did Nation-Wide Securities
and the Nesbett Fund, a new-
comer to the ranks of the bal-
anced portfolio companies, As of
June 30th, these three trusts had
60% less than of their assets in
common stocks and lower grade
bonds and preferreds. Wellington
Fund and Genera] Investors Trust
were in similarly defensive posi-

tions,
Investment Favorites

Standard Oil of New J. ersey was
easily the favorite among the
petroleum stocks, eight companies
making additions to their port-
folios,  Four trusts purchased a
total of 57,000 shares of Louisiana

Invest, Bonds &

1:Per'gen_t grqss cash vahd_ g_overpments as reported by company.

Land and Exploration and a like
number of companies bought Con-

Companies

BB and appfoximate',equivalents

—_—

Quarter

tinental, Gulf Oil, Ghio
Oil " and ' Standard = of Indiany

Largest individual’ commitmeyg
for the period was ‘the addition of
93,450 shares of Standarq Oil of
Ohio ‘by *Massachusetts Investops
Trust. * Skelly, Shell Union “gnq
Standard of California were als
well ‘liked. In the natyra] gag
field, two trusts _exercised rights
to purchase a total of 11,100 shareg
of Consolidated Natura] Gas, -

" Du Pont ‘was the favorite among
the chemical stocks although pui-
chased ' in ‘relatively small Jofs,
Five ‘companies ‘made purchaseg
two ‘of ‘which were new additiong
to portfolios.  Monsantg Wwas next
in’ popularity finding. favor with
four managers, Although during
the preceding period, Union Car-
bide was “sold- on balance, three
trusts recently added it to their
portfolios, one making a new con.
mitment. The same number ' of
companies also purchased Hey.
cules Powder and Commerecia]
Solvents. Newnport Industries als
was bought. by two trusts, While
tive companies sold 15,400 shareg
of  American Cyanamid common
stock, two of these companies sub-
stituted 'in their portfolios shares
of the new convertible preferred,
Among drug and pPharmaceutica]
companies, Johnson and Johnson
Wwas purchased by three trusts,
Contrasted with' thig was the sale
of 62,800 shares of Colgate-Palm-
olive-Peet by five managements,

Oil’ Pure

Airlines Popular
While in the previous period, a

slight interest was shown in the
stocks of. certain airline  com-
banies, marked favor for both the
transportation and selected manu-
facturers of equipment was dis<
played during the second quarter.
American Airlines was the most
popular -among  this group, six
companies adding 27,400 shares to
their portfolios. United and East-
ern- were each' bought by four
companies, the latter being a new
addition to three of these, Pan
American - wag also ' increased
among the holdings of two man-
agements:. Among equipment
manufacturers, United Aircraft
and Douglas were purchased by
four and three. companies respec-
tively, but Consolidated = Vultee
was eliminated by two others,

-“Continuing interest also carried
over ‘from’ the preceding three
months in shares of the two lead-
ing  manufacturers . of electrical
equipment, Westinghouse was
‘comparatively heavily bought, ten
trusts making total commitments
of 28,400. shares. Five of these
purchases were new contributions
to portfolios. In contrast with the
preceding quarter, General Elec-
tric was a poor second, only three
managements displaying an inter-
est in its securities. Twice this
number of trusts, however, fav-
ored an outstanding manufaeturer
of agricultural equipment, Deere
and. Company, and . three out of
these six included the stock. of
this company as a new addition to
their’ portfolios. Case was also
liked," but scarcerly any interest
was shown in International Har-
vester which was the only com-~
pany of this group distinctly: fav-
ored during the preceding ' three
month interval, Hgiet T

Conspicuous attention. wias given
to the two large finance com-
panies. Four trusts, purchased
4,500 shares of Commé reial Credit,
half of these making rew’ com-
mitments. There were'ino . de-
creases. in holdings, .In:icantrast
with this, while five managements
purchased a total of 5,900 shares
of C. I T. Financial, tWo oth TS
sold an aggregate of 10,500 shares.
Interest continued in insurance
stocks. A newcomer to the port-
folios of two. companies was the
American Insurance Company of
Newark, N. J. A like number of
investment companies bought se-
curities of Continental. Insurance.
Single. purchases ‘were -also made

of American Reinsurance, Conti-

e L
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nental Casualty, Fidelity-Phenix|ber. Two trusts entirely elimi-

Steels in Disfavor

elimination from portfolios. Five

folios. Fruehauf Trailer was dis-

Fh;i and Great American Insur- gg;‘;ﬁif%;‘ St(})l(él;rof tl;%sllatter, wom- | The steel stocks were also un- |managements decreased their [posed of by two companies. A
ance. e | St portfolios. Three | popylar.” Five trusts completely { holdings of Chrysler 'which, along | more tavorable attitud y
Theb ;Klqaé?izgdet(faé;e chgfi)ri;g; e é:na sci‘:nnﬁ):;ur?\s; nﬁ({;l; (l;iog%dt- ‘s”teided out holdings of United | with several other motor stocks, | tertained towards the ga:::l Scoe;:
were L 4 3 ~|States Steel. Three companies|Was not ‘too. well liked. Stude- |paniesas a few m t d
of three managements. Continen-|€ned holdings of Firestone, two|sold a . " | bak . : _ i ' managements made
tal Can, howevedr, was lthe favorite fompletely cleaning out this lat- publii tg‘rﬁ;{ Otf‘,v%z%of S{ﬁ;f: ({fpal?.ﬁ- agexirex?tlzow“l{xaillsesggobr};)gxl':eeﬁsg ﬁg&%;tn&%xéignstggGﬁzgneiﬂtn](el
i ince three additional trusts in- |ter issue, = ; . d S S WVEELSS .
:éltoﬁ | 3;:‘;26 d the stock of this indus- . actions resulted in - complete |nated White Motors from port- (Continued on page 24)
ang trial which was already included ch . ke " '
1 among . their = security. holdings. an .
i [l amons, iets_ secuity” hlaings _Uhanges in Common Steck Holdings of 36 Invesiment Management Groups
ighis - S ‘Chased, 0¥ JoUEImVEsment sompa. | (March 31-June 30, 1947) ' "
hareg nies. ile, of these, Standar - . ; 2 )
- B Brands and United Fruit were Transactions in which buyers exceed sellers—. —] 3 Mo i
ng [l v, ke Drtercnce oty sod e e, Namrats 1 (515 £ ooy o ereby v o more magement group, Tyues more Leavily
Durg (8 during the June quarter, National | eliminating the stock from their portfolios, ) g Yy purcidsce o1 aw taiue, or completely
lot, |8 Dairy had been increased in two| _ Bought—. - . . ) : ‘. * i
ases | portfolios’ and ‘decreased in none| No.of No.of ' —Sold—- - —Bought— | ——Sold—
tions @ during the first three months of the| Tyrysts Shares ; No.of No.of | No.of No.of No. of .. No. of
next ||l vear. Among the shares of office|. "y oo i Shares Trusts | Trusts Shares Shares Trusts
with equigmeng ct():mr;fmgs,’ .Rfemington 2(1g) 10U, 3“5";0 Equipment: Petroleum and Natural Gas: ‘ .
; Rand an as! egister - were y N 2 11,100 i 10
ICr:xT;g shown preference, A reversal of| 6(3) . 12,400 1 o 4(1) 22,300 gg?‘i?’igiﬁdoqftu#al S §°ne gone
fee, [ sentiment towards the latter com-|  Auto and Auto Parts: , | 43 3900 Gulf Ol Corp. .- - ITITTTT None Nene
hey i Pan is apparent since in the pre- | " . "y g00 T p L R o oot | 3(2) 57,000 Louisiana Land & Exploration.. 1,000 1
oM. ;uouts period it was sold by, three] &5 2700 - Libgey-z(‘) v’;g}s—i“—o—r-d—.—ala-sé ..... lI\éone I&Ione 4(1). "7.300 . Ohio Oil Co, v - g0 oo o6 None
rof [ trusts. i , 3 2500 Chrysle s Seers: 300 5 | & 6000 Pure Oil ... eeoemmn 500 ’
Her. One of the outstanding pur-| None  None Fmﬂha,ffcgj.ggl;; ‘‘‘‘‘‘‘‘‘‘‘ g’ggo 5(1) 2(1) 2500 shell Union Oil - & ... None - None
reial chases during the period under| None ° Nome Studebaker .. . . .~ --TT"""" 14 0" ea) 2(1) 2,600 - Skelly Oil ... None = None
also review was made in the shares of | 1,100 White Motor Co. = ~~~~77" 4,300 5(4) 3 4,300 . Standard Oil of California None  None
'hile American Tobacco “B.” Althorugh e R O B e S --m 2,000 2(2) . 4(1) 5,500  Standard Oil of Indiana____.____ 4,100 2(1)
ares many of -these acquisitions weére Aviation: 8 9,350  Standard Oil of New Jersey-... None. None
mon made through the exercise of| 6(1) 27,400 - American Airlines .._______.__ 7700 1(1) 3 95,336 Standard Oil of Ohio__.._______ None - None
sub- rights, a number of new commit-|  3(1) 2,200 - Douglas Aircraft _._..__________ None  None Publi i
ares ments were added without the| 4(3) 18,600 Eastern Airlines__ .. .. ... . ... Nong.. None ublic Utilities: F vy 4
red. stimulus of this incentive. Rey-| 2 1,800  Pan- American Airways..____.. None  None §(6) 2152  Aflantic City ElectricS..__.._. 212 2(2)
ioal nolds “B” also found favor with| ~4(2) 14,100 = United Aircraft. .. ... 1,000 1(1) 2 10,000" * Central & Southwest Utilities.. None  None
5D two' managements. Non-ferrous|  4(3) 23,400 = United Airlines .. . ... 52,500 - 2(1) 9(9) 295,100  Central & Southwest Corp4..__ 'None  None
-y metal stocks were ‘lightly pur-| Nome = Nome ~Consolidated Vulice Aircraft. 11,400 2(2) 14(12) 133,500 Cleveland Electric Illuminatingd None ' None
sl chased. Aluminium, Ltd., Home- B ! e s 3(2) 25,000 - Columbia Gas and Electric_..__ None None
i stake, Hudson Bay Mining & * DCVerages: : . 2(1) 5,200 © Commonwealth Edison Co..._. None = None
s, Smelting, and Phelps Dodge were| None — None  Canada Dry Ginger Ale.__._.._ 7,700 3(1) 2(2) 85000 ~Commonwealth & Southern.... None None
belsé liked. Newmont Mining was %gzg %Ong gls'tellcerS-Corp.-Seagrams _____ 15,800 - 2 g ) 8‘1”538 ]();etféoétt Pfdls%r‘:cl{ ............. 8,730
sold. on ehi Corporation —..._..____.._. 7,500 2 )0 u ates Utilities10 None  None
i, a Utilities About Even None None SChenley Distillers oo oo 10,600 3(2) % 1 91800 IllanlS PoweY, &bl s None None
i ' While: :th A i) e . ) (1) 1,375 Indiana Gas & Water Co.7...___ None None
oy ; lle the utilities, on first|  Building Construction and Equipment; : 3 39,800  Middlewest Corporation ....... 6,500  1(1)
h glance, appear to be outstanding 2(1) 400 Devoe and Reynolds “A” None © N 3(3) 33,186 New England Electric System8.. None  None
the favorites, closer inspection of the 2(1 2000 Mi 1 EYDOME. A i one 2(2) 16,000 New England Gas & Elec. As: N
nu- accompanying tables and foot- (1) ’ inneapolis-Honeywell -....... None - None 3(2) 5300 i i iy gL
lis< notes will indicate that many of| (17 ~ 7900 National Lead __i________.___ None - None g Public Service Co. of Colorado.. 5,200  1(1)
e T e y 3 1,050 Sherwin-Williams - - ... 100 i 2(1) 3,000 ~ Public Service Co. of New Jersey ~ None None
. purchases were made through | yo.o None  Glidden C 1.500 3 4 17,400  United Light & Railways 12,100 1
105t exercise of rights and that several| e ety S y (3) | 13(13) 152331 West Virginia Water Servicer._- - 400 1
ix of the addition 500  Johns-Manville -(new) ... 8,200 3(1) T : : S e e
*sto of stock divid iiwerebtthe result 1(1) 500 Lone Star Cement_. . .. . 7100 3(3) None None ' Engineers Public Service...___. 18,800 2(2)
ste B the ssees than meonjowraction of | None - None  National Gypsum —__.______ Z 5000 - 3(1) | Nome Nome Peoples Gas Light & Coke....... 2,600 2
our on our worksheet that the’re priv None None . United States Plywood Corp.... 4,000 2(1) Railroads: , ;
ew 43 transactions remaining on ‘the Chemicals: 2(1) - 1,773 = Chesapeake & Ohio__._.__..__._ None  None
>an buy” side against 41 on the “sell.” | 3(2) 41,100  Commercial Solvents ... None None 2(1) 600  Union Pacific wo._________..._. None - None ‘
sed Thus, additions of Atlantic City| 5(2) 1,400 du POnt —oo oo 500 .
an- Electric were the result of a stock | 3(2) 1,100 = Hercules Powder - ... ... 700 1(1) Railroad Equipment: _
:ent dividend declared by American| 4 6,100 - Monsanto Chemical __ oo ___ 200 1 2 500 = Nat’l Malleable & Steel Castings None  None
aft Gas and Electric; all the 295,100 2 2,200 - Newport Industries ___-_._____ None None | None = None = American Locomotive ~____.___ 3,600  3(2)
by shares of the Central and South-| ~3(1) = 4,900  Union Carbide ... 1,500 -~ 1(1) : :
ec- B west. Corporation, except: 1,500,| 2 12)300  American Cyanamid Col._.... 15400 = 5(3) Retall; Trade “and’ Chain-. Stores:
tee were distributed by the Middle- . ™ o1 Wyt B 2(2) 2200 F.W. Woolworth Couceee o None = None
west Corporation; "stock of the| ‘ Containers and Glass: L ; el 1 sy 300 Mantgomery Ward oo 11,300  5(2)
led New England. Electric System was{''3(3) 2,500 American,.Can _.... i e e None - None ol o~ b AR
b delivered as part of:the simplifi-| '6(3) 13,300 " Continental Can e 05,300 1(D) Rubber and Tires: e "
d= cation plan of the New England one None  Container Corp. of Americd-... 1,400 2(1) None None - Firestone Tire & Rubber.....__ 4,000 3
cal Power System; and West Vir- Dy Prodiete v 2 1,300 B, F. Goodrich Company....... 5.200 4
ais ginia Water Service stock was g : - None - None Geodyear Tire & Rubber____.___ 6,100 3(1)
en given out as a liquidating divi-| 3(2) 19,500  Johnson and Johnson.......... None . None 2 ... 500 - United States Rubber..._...__._ 8,000 - 4(2)
nts ?etrtld,by North American. This| (1) 1,000 - Colgate-Palmolive-Peet ____... 62,800 5(2) (Steeis
\ge atter company also = distributed | . .~ Electrical Equipment: : : : T
ns E‘sg}étsf Whtigh wer'eh in large part| g3 4700ql General Electric None -, None g %’;88 émenclarﬁﬂfolh?g Ml II:IIone None ]
he ed for the purchase of Cleve- ’ : i P , , eneral Reiractories —----..... ore  None
o land " Electric. Hluminating  Co, | .10¢) . 28,400 “Westinghouse Electric ...~ None - None | Nope - Nome Republic Steel -...--._ 4,200 - 3(2)
e Gulf - States Utilities was pur-| Financial and Banking: : None = Nome  United States Steel__.___.___.. 2,900 . 5(5)
r- chased through exercise of rights:| ~2(2) 10,900 Amer. Insurance Co, (Newark). None — None Textiles: | ‘
s 6.800 out of a total of 9,800 shares| 5(3) 5900 C.I. T. Financial Corp. .- 10500 2 . . A es: 2 : e g
e of Illinois Power were acquired| ~4(2) 4500 Commercial Credit .. oo oo None  None | 4(4) 6,700 . Celanese Corp. of America....._ 4,250 2
er }hFOUEh_ conversion of the pre-|' 2(1) * | 3,000 Continental Insurance——.—--.._ None  None | None  Nome Industrial RAYOM wmeemmeueer 2,300 3(3)
re erred jssue: Indiana -Gas : and . Tobaccos:
of Water was distributed as a divi-| ~Food Products: . ‘ - : T
of dend bv Public Service of Indi-| 4 5,500 National Dairy Products-z.---- 1,010 . 1(1) :} 13(8). 362200 . American Tobacco “B™-........ 3,300 . 3(1)
fo ana; while additions of Detroit| 4 7,500  Standard Brands o co-ccoeeeee 3,000 1(1) 2(1) 2,700  R.J. Reynolds Tobacco “B”.... None  None
o g_dlisé)n geS““ed from a 10% stock| 4(2) 11,900 * United Fruit - ... None None | None = Nome  Philip Morris & CO.eemvroeeee 11,300 -, 3(1)
st vidend. X . : Miscellaneous:
¥ A i Machinery and Industrial Equipment: soenaneons,
:_ % ;2?&?;1;‘3: Orfgfr utll;?es agded 3(1) 1,600  Allis-Chalmers wooeeooooicooe i 4500 1(1) - | None  None  Greyhound (Mew) ---......._.. - 13,500 3(1)
b sbeeial circumstances. buying wae | - 2(1):" ‘2,500 : National SUpply ~yoiiroremeie None , . None:| Noner:.. None ; Newpors Netws Bpbuiiding,.. .. Bpl0 -2
e ?iffused,._ no ‘more .than three or 1\?(1) 12\;450 &VorthlngtoMn P#mp &&FMa%ﬂ__ gggg é\lone 1Two managements sold 6,900 shares of American Cyanamid
, . lour trusts, at the most, showing Ngzi Ngzz D%ﬁ:g‘”l"n d“ct:i"e U . . § (2) |common, but substituted 4,167 shares of the new convertible pre-
n preference -for any individual o B e A / 3(1) |ferred.
- p ; 1(1) 500 Joy Mfg. Company. - 14,000 (1) ; ; » £
d ]S.S‘ue,v'Among those liked were None None Link Belt e 1,300 2(2) 21,900 shares of worthmgton received as 10% stock dividend.
; Columbia' Gas and Electric, Com-| None ~ None  National Acme _____ .. 400 - 2 3 Received as dividend on American Gas & Electric.
= mon w\e;hl't;h‘Edison, Common-| None -~ None United Engineering & Foundry 2,200 2 4 Received as dividend on Middlewest Corporation.
- Wwealth. .and.Southern, Middlewest Metals and Mining: 5 Purchased in. great part through rights received from North
t Carporation, Public Service of| 3(1) 4,000 Aluminium, Ltd. «fcoocoooooan None  None |American Go. :
;S Colorddoi! Public Service of New| 3(3) 4,500 Homestake Mining ... wew-eow - None  None 6 Stock dlvldenq of 10%. e _
B Jérsey 'ahd = United Light and g grggg EK%SODDB%Y Mining & Smelting . N‘l”olg i\Ione 7 Received as dividend on Public Service of Indiana. .
:_ SEYY oS o35 : . .Phelps Dodge . --erccireeean .8 i 3
: gﬁi’l{]e.v".?ys_- ;P,i;)p;es Gas Lxgtht and| None  Nome Newmont Mining ... - 5,700 ¢ 2(1) | puor. Eeiiivsgdm exchange for Mass. Utilities Assoc. pfd. and Mags.
e was sold by two trusts. . ; . b 1 Haiidati ivi
- Continuing -the trend..in ..evi-| * Office Eqmpment.. . ; o il 9 Received as partial 11qu1qat1ng dividend on North .Afmerican Co.
> ! - ~2(1)" ~ 8,100 " 'Natjonal Cash Register. ... ne ; . 10 Purchased jn whole or in part.thru exercise.of rights.
£ g:"?e during the preceding quar-|. 3~ 8,950 = Remington Rand —.-—coee-oienen 2500 1 NOTE—This survey covers 51 trusts but purchases or sales of -
£ r,._,s__hgres._g_f_;?he‘ rubber com-| . paper and Printing: = . . ; . | trusts sponsored by one management group .are-ireated asa unit. ° . .
3 Panies were liquidated. Fourman~| . 4 . . 6300 - RAYONIEr - oo ioee 5,000 1(1) | For example, the.six trusts sponsored by.J. & W. Seligman are .
. agements . decreased. holdings -of | -None *- None -: Kimberly-Clark Corporation ._. 5000  2(2). |considered as having the weight of one manager. Overseas Securities
: Goodrich: and- United' States Rub- | -None - -None--McCall COrporation ... ,700 - :2(2) .. lincluded in addition to .companies listed in companicn tables.

“None - Nonre--McCall Corporation

|
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Investment Companies
Bought in June Quarter

(Continued from page 23)
interest was displayed in General
Motors, only one transaction oc~
curring on the “buy” side and
none on the “sell.”

Among the non-alcoholic bev-
erages two trusts decreased hold-
ings of Nehi Corp. and three dis-
posed of shares in Canada Dry.
Schenley was the unwanted sister
among the alcoholics, three man=~
agements disposing of their hold~
ings, two of which completely
eliminated the stock from their
portfolios. Distillers Corporation=
‘Seagrams likewise found disfavor
with two trusts.

While the accompanying tables
‘would seem to indicate that sell-
ing was predominant in the ma-
chinery and industrial equipment
shares, sales were actually bal-
anced by additions scattered over
several individual issues. Com-
panies in which single purchases
occurred were Babcock and Wil-
cox, E. W. Bliss, Food Machinery,
N iles-Bement-Pond, Sundstrand
Machine Tool, Van Norman Co,,
and Wellman Engineering. There
were several smaller individual
commitments.

Other Changes

Selling which was outstanding
n the shares of motion picture

companies, - and particularly in
Paramount, during the preceding
quarter, had subsided in the June
period. While four companies
eliminated this stock from their
portfolios, three made new com-
mitments. Liquidation had also
bractically stopped in- the issues
of merchandising companies. In
fact, two companies made new
additions to their portfolios of
Woolworth, Montgomery Ward
was the only stock in distinet dis-
favor. What percentage of sales
Was caused by profit-taking on
holdings purchased over the pre-
vious few years preceding distri-
bution of the additional stock, is
hot ascertainable. It is interesting
to note, however, that sales of this
issue by Lehman Corporation and
the State Street Investment Corp.
paralleled purchases by these
same trusts in the shares of Sears
Roebuck. State Street’s addition
of a block of 8,000 shares was . a
new commitment, Lehman’s pur-
chase of 3,000 shares increased an
amount already held in its port-
folio.

During the period reviewed, the
stock market declined to May 19
and then entered a recovery phase
which extended over a period of
approximately two months — be-
yond the end of the half year on
June 30. There followed the more
recent decline which, measured by
averages, was equal to about a
third of the preceding recovery
movement. At the time of this
writing, markets are at a stale-
mate and there is the usual con-
fusion in opinion. While there are
many factors determining an indi-

vidual trust group’s investment

decisions, a composite picture of
portfolio changes which are sig-
nificant, does, when considered
along with statements of the man-
agements, give some indication of
outlook during 4 previous period.
As indicated, there was a diversity
of opinion during the second quar-
ter of the year. Although modest
burchasing among the majority of
groups, following upon the first
quarter’s liquidation, was noted,

is was countered by distinet
Eearishness in certain other quar=

ers.

New Phila. Exch, Members

PHILADELPHIA, PA, — The|'

Philadelphia Stock Exchange has
announced the election to mem-
bership of Robert A, Maes, John P,
Hart and Howard A, Foster. New-
ton J. Aspden has ‘been posted
for membership it was also an-
nounced., f

The State of Trade and Industry

(Continued from page 5)

ing to “The Iron Age,” national metalworking weekly in its cu;rent
review of the steel trade. .

The issue was a trifle beclouded by charges of combination,
conspiracy and price fixing as the Federal Trade Commission
took advantage of recent price increases and wide publicity on
steel shortages. Some observers believe arbitrary basing points
and “phartom freight” (charges for theoretical, though unused,
haulage) may not withstand the attack, the magazine states. But
the bulwark of steel marketing, the multiple basing point system,
will probably emerge bloody but unbowed. :

Those who have carefully watched the Federal Trade Commis-

sion’s pot shots in this 10-year old skirmish give at least three
reasons why the multiple basing point system is expected to survive
the paper points out: (1) No one has conclusively proved tha!; ther(_e is
la better distribution method from the steel consumer’s viewpoint,
though it is not at its best when steel* demand is abnormal; (2) t};e
f.o.5, mill basis which the Federal Trade Commlssion. would substi-
tute would seriously dislocate steel buying by favoring fabricators
located near the steelmaking centers; (3) the latest Federal Court

the Federal Trade Commission and upheld the multiple basing point
method of gelling cement, : . - : .
The smoke screen of charges that the American Iron and
Steel Institute and its members are involved in fixing prices and
extra charges remain to be proved. What evidence can be un- -
covered in the face of the Institute’s “hands-off-prices” policy is
yet to be heard, “The Iron Age” states. H
During the past week Republic' Steel Corp., the country’s third
largest steel producer, tied its pig iron prices td “Thé Iron Age” No.
1 heavy melting steel scrap quotations at Cleveland. and Buffalo re-
spectively. Since scrap has been selling for more than. the pig iron
it replaced. Republic officials felt they could either stop selling pig
iron or.add to its price the additional cost of the metal it replaced,
The soaring scrap market which had steel producers worried
during the past month reversed its trend and fell even more this -
week than it did last week wiping out all the increases. made
during the past month and materially -increasing the flow of .
scrap which was held in hopes of even higher prices. - :
As a result “The Iron Age” heavy melting steel scrap composite
price this week dropped $2.50 to-a figure of $3%.92 per gross ton.
This index is composed of average heavy melting steel scrap prices
delivered at Pittsburgh, Chicago and Philadelphia, where the average
declines were $3.50, $1.50 and $2.50 respectively,

RAILROAD FREIGHT LOADINGS UNDER LAST WEEK
BUT ABOVE YEAR AGO |,

Loadings of revenue freight for the week ended Aug. 9, 1947,
totaled 905,244 cars, the Association of American Railroads announced.
This was a decrease of 16,347 cars, or 1.8% below the preceding
week. This represented an increase of 6,158 cars, or 0.7% above the

corresponding week in 1946, and an increase of 35,242 cars, or 4.1%
above the same week in 1945, T

ELECTRIC OUTPUT 11.3% AHEAD OF A YEAR AGO "

The amount of electric energy distributed by the electric light
and power industry for the week ended Aug. 16, 1947 was 4,923,000,-
006 kwh, according to the Edison Electric Institute. This compares
with 4,874,172,000 kwh in the preceding week and was 11.3% in ex-
cess of the 4,422,242,000 kwh produced in the corresponding period
of last year.

AUTO OUTPUT FALLS BELOW EXPECTATIONS

Excessive heat combined with the strike at the Murray Corp.
plant, according to Ward’s Automotive Reports, wag responsible
for the industry’s failure to achieve an expected output-of well over
100,000 units the previous week., However, the industry sooner or
later hopes to find a solution for most of its labor problems and some
of its materials shortages such as steel which interferes greatly in the
completion of body work and fina] assembly liné activities. .
) Last week car and truck production was placed by Ward’s at
83,648 units compared. with a revised figure 0f 79,017 units last week
and 88,990 units a year ago,

Car production totaled 58,943 in the U. S. and 3,720 in Canada.
gomrgercial vehicles amounted to 19,120 for the U, S, and 1,865 for
anada. :

SUMMARY OF TRADE

Hot summer weather in many sections of the United States last
week Was accompanied by desultory consumer buying Whiqh resulted

moderately above that of the corresponding week a year ‘ago. Re-
tailer caution continued to be evident but somewhat abateq, As for
the supply of some" iterus, they continued to be limited, . -

BUSINESS FAILURES INCREASE
Following a two-week decline, commercial and industrial failures

in six weeks at 78 as cempared with 60 in the preceding week and

i , Dun & Bradstreet, Inc., reports,

Ever since October last year, failures have been consistently higher

previous year’s comparable weeks,

prewar level, ‘
", Failures involving liabilities of $5,000 or more were up from
49 to 61, or five times as many as a year ago when 12 concerns
failed in this size group. Small failures under $5,000, although .
continuing at a low level, rose from 11 last week to 17 in the
week just ended, The uptrend from 1946 was not as sharp in this

size group,

The week's increase occurred in retailing, construction, and com-
mercial service. In these trade and industry groups, failures rose
50% or more. The number of manufacturers failing fell off a little
from a week ago and wholesale failures held steady.

ruling (the cement industry case, Sept, 20, 1946) was directed against |,

jcumed up in the week ending Aug. 14, rising to the highest number | ;

though far below |

- ——
FOOD PRICE INDEX 24.39, ABOVE 1946 WEEK s

.. Food prices last. week again moved upward and the Dun'g Brag.
street whelesale food price index registered a further milq advance .
to $6.59 on Aug. 12, from $6.57 a week ago;  This compares with g5 %0
for the corresponding 1946 date, a rise of 24.3%. :

GRAIN PRICES LIFT DAILY WHOLESALE COMMODITY PRICE
INDEX TO NEW POSTWAR HIGH

Largely due to advancing grain prices, the Dun & Bradstreet
daily wholesale commodgity price index rose steadily - last week
reach a new high level for the postwar period. The index closed at
271.91 on Aug. 12.. This compared with 269,03 a week earlier; ang With
the previous peak of ¥69.25 touched on March 18. A year ago the
index registered 225.75. - : -

Grain prices continued to. soar during the past week under the
influence of extended heat waves and lack of rain in the corn belt
and spring wheat areas. :

Trading on the Chicago Board of Trade was .featured by a
sharp ris- in corn; as both the. ‘cash article and futures.sold at
the highest prices on record. . ‘ :

. Other grains rose. in sympathy with corn. OQats establisheq
new high prices and most wheat futures touched new seasonal
peaks, ‘ : ) .

The government estimate on the wheat crop indicated a record
yield of 1,427,727,000 bushels.” With users.well supplied for the next -
few months, both domestic and ‘export demand for' flour was very
limited.* Lard prices continued to lose ground as the result of liquida. -
tion and heavy hedge selling by packing interests. Domestic demanq
was slow and production continued ‘on a liberal scale, J

Cotton markets were irregular last week. Checking the down-
ward -movement: of the preceding- fortnight, prices moved upward
in the forepart of the week but declined sharply in closing sessiong
following announcement of the government'’s first crop estimate, .The
report, issued last Friday, indicated a yield of 11,844,000 bales. This
was larger than the trede has anticipated, and compared with an
actual outturn of 8,640,000 bales in the preceding crop year. The New
York spot quotation showed a net drop .of 63 points-for the week, -

Trading in leading cotton fextiles was less active.. While
prices held firm, sales of both " printcloths - and sheetings were
spotty and limited in volume. Interest in heavier drills and twills
showed improvement and some export business on heavy. sheet-
ings was noted. - ! ' / :

with volume ‘estimated at between 4,000,000 and 7,000,000 pounds, In -
Texas and throughout the West, buying was very active, influenced
largely by the expectation that the government.weuld. reinaugurate
its wool purchase program and revise its selling ‘prices. Spot foreign .
wools remained very scarce. Contracting for the new wool clip in -
Montevideo was active at firm to advancing prices, Imports of apparel )
wools during the week ending Aug. 1 totaled 2,625,600 pounds, com- .
pared with 2,750,800 in the preceding week, g

RETAIL AND WHOLESALE TRADE SHOWS SLIGHT CHANGE
FROM YEAR AGO ... . . -

the corresponding week a year ago, reports Dun & Bradstreet, Inc., .
in its current review of trade.

Consumers™ generally manifested preference. for seasonal
goods, particularly reduced-priced items, although in some areas
fall merchandise was well received. Instalment buying increased,
but collections were less prompt,

. Food volume was large with consumer resistance

vegetables, along with dairy products and cereals were popular, while
cold cuts, seafood and poultry sold well. The demand for soft drinks,
fruit juices, beers and ales continued to be large. The shortage of
gelatine products continued unabated. ) ; .

The response to clearance sales of summer apparel was generally
good with women’s cotton dresses and sportswear in fair demand. Re-

in some areas. Despite extensive advertising fur

coat volume was slight, The demand for men'’s lightweight suits and

falhsuits Was substantial ‘with men’s work and dress shirts selling

well,
Known makes of major appliances and some types of hard-
ware continued to be in very large demand with some improve-
ment noted in the supply of electric motors. The volume of
househeld and garden furniture, garden implements and paints
-was substantial. Automobile supplies and accessories were in
steady call, and buying of both low-end and expensive alumi-

numware decreased., .
Retail volume for the country in the week ended on Wednesday
of the previous week was estimated to be from 3% below to 1% above

by the following percentages: New England and East declined 0 to
4%, Middle West 1 to 5%, and Pacifi¢ Coast 2 to 6%:. Increases were:
South 5 to 9%, Northwest 0 to 4% and Southwest 3 to 7%.

Wholesale volume for the week was steady at the high level of
the previous week and moderately above that of the corresponding
week a year ago. Retailer hesitation in replenishing merchandise
stocks continued to ‘diminish, Shortages persisted in some lines with
deliveries of some products slow, - )
Department store sales on a country-wide basis, as taken from
the Federal Reserve Board’s index for the week ended Aug. 9, 1947,
dqcreasegi 3% below the same period of last year. This compared
with an increase of 19 the preceding week. For the four weeks ended
Aug. 9, 1947, sales increased by 3% and for the year to date by 9%. .

Warm and humid weather here in New York last week served'
to"take the edge off of shopping and cut into department store saleg
with estimates placed at even to 4% under that of a year ago. /

In the wholesale garment field buying was reported strong as
retallers‘ placed reorders, many of which were at increased. prices.
Food prices in the week continued to climb with meat in the van-
guard of the advance,

According to the Federal Reserve Board’s index, department
store 'sales in New York City for the weekly period to Aug. 9, 1947,
decreased 4% below the same period last year. This compared with
a decrease of 3% in the preceding week, For the four weeks ended
Aug. 9, 1947, sales rose 3% and for the year to date 8%,
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Revived Germany Essential to Marshall Plan

|other members of the United Na-|build ‘a place for themselves in

(Continued from page 5)
into production, eventually able
to: stand on their own feet and
fully capable of repaying the
loans to America providing Amer-
jca will accept repayment in
physical goods in the years to
come.

A Cancer in Body-Politic of
Western Europe . :

In my opinion nothing can be
accomplished in either Germany
or Western: Europe under the
Marshall Plan unless we in Amer-
jea announce with the utmost
clarity an entirely new policy for
the revival of Germany which is
at present the cancer in the body-
politic of Western Europe.

That new policy must deal with
four aspects of the problem:

(1) Organization. We must set
up an organization to deal with
this problem just as we set up an
organization under General Eisen-
hower and SHAEF to deal with
the problem of the invasion of
Europe.

(2) We must give new hope to
Germanv and Western Europe.

(3) We must use food in order
to-force the production of coal in
both Great Britain and Germany
and use coal as a dynamic means
to get industry going so that with
exports they can buy raw mate-
rials and food. .

(4) Repayment.. We must pro-
vide in advance for practical
means of repayment if we expect
to be repaid.

Under such a new policy our
first objective should be to pre-
vent - the restoration of military
power in Germany,

Abandon Mofganthau Philosophy

To do this, we must completely
abandon the Morgenthau philos-
ophy in favor of a plan that from
a practical standpoint can be
maintained for 50 years or more,
Germany’s army general staff and
munitions  plants and war mate-
rials industries have already been
destroyed. Germany should never
be permitted to have an army of
any kind. Instead, there should
be a coordinated army of occu-
pation for Western Germany pat-
terned after the SHAEF organi-
zation built by General Eisen-
hower for the_invasion. After five
years  this army of occupation
should be paid for by Germany.
Ultimately it should come- under
the control of the United Nations
Organization and be maintained
for 50 years.

As part of the duties of the
army of occupation there should
be an inspection system covering
the 10 basic -strategic materials
necessary for war, that would en-
able the Allies to know at all
times that the raw materials and
finished products were being used
for peacetime purposes and ex-
ports and not stockpiled for war.

Once it is determined that we
must have an entirely new policy
for Western Germany and West-
ern Europe, it will be necessary
Immediately to' visualize a new
organization designed to see that
the objectives of policy are ob-
tained.

We should begin with Germany
as- the place  to start that new
organization. We should ask Gen-
eral: Eisenhower before terminat-
ing his office as Chief of Staff to
return to Germany for a couple
of months to reinstate in Germany
the;pattern\ of integrated and co-
ordinated ‘organization which was
S0 successfully built under his
command ' for the invasion of
Western Europe!

A Coordinated Occupation Policy

On the: one hand, he should
build an integrated and coordi-
nated military organization of oc-
cupation for the three Western
Zones bringing together the mili-
tary forces - of  America, Great
Britain and ¥rance to be supple-
mented later by -additions from

pbitized for FRASER
p:/[fraser.stlouisfed.org/

tions.

On' the other hand, General
Elseqhower shoulid use his great
prest}ge in Europe to help bring
toggtner an integrated and co-
ordinated civilian economic or-
ganization to deal with the eco-
nomic control of Western Ger-
many under a policy that would
place‘upon the Germans the re-
sponsibility for the administra-
tion of their own political and
economic destiny.

At the same time, this coordi-
nated pattern of organization is
being developed in Western Ger-
many, its civilian economic coun-
terpart should be in the process of
development for Western Europe
as a means of making sure that
the objectives under the Marshall
Plan will be attained and that any
appropriations made by the Amer-
ican Congress to implement the
Marshall Plan will not be dissi-
pated or frittered away in side-
line activities that have no bear-
ing on the primary and vitally
necessary objectives.,

In building this broader organi-
zation for Western Europe he
should act in a civilian capacity
for whatever time is required be-
fore taking over his new duties
as head of Columbia University,

Given such an organization. our
new policy and directive from
Congress should require that we
first attack the psychological
problem of Germany.

This can be done by the fol-
lowing program, each part of
which presents many problems
and difficulties but none of which
are impossible of attainment.

The program for giving Ger-
many new hope is:

(1) Declare an end to the repa-
rations of capital goods.

(2) Bring to .an immediate and
early end denazification except for
the 80,000 top Nazis in category
one.

(3) Permit the Germans to ex-
vort - by quickly untying the
shackles that now bind their
hands and feet in the form of
regulations prohibiting barter and
the making of contracts with for-
eign firms; the provision by the
International Bank for loans of
foreign currency with which Ger-
man industrial firms may buy raw
materials and send out salesmen
and engineers to secure export

elimination of the regulations re-
maining from Nazi autarchy and
“Schachtism” the red tape and
bureaucracy of the German Land-
raths and the regulations of the
American and British military
governments that prevent exports.

(4) Invite the Germans to take
part in the Marshall Plan discus-
sions on the needs of Germany.

(5) Proceed with the' establish-
ment-of a central government for
Western Germany building it out
of the Economic Councils that are
now representative of the Ger-
man states, providing for its ap-
proval at a later date by popular
elect’on, i

(6) Abandon the Morgenthau
concept of a banking system pat-
terned after the Federal Reserve
System in America and institute
a central bank for Western Ger-
many patterned after the central
banks of the other countries of
Europe.

(7) Provide a new currency for
Germany as soon as a central
government ‘-with a -balanced
budget is in effect, a central bank
functioning and sufficient con-
sumer goods available to give a
new currency purchasing power.

Once a policy along these lines
is announced, even though it may
take months to carry out the pol-
icy, a revolutionary change in the
psychology of  the. Germans will
take place and much of their
hopelessness will disappear. The
German people will go to work
again. g

Even though they know they
will be poor for two generations,

they  will ‘go to work to try ‘to

business and by the wholesale:

the family of nations of Western
Europe. g

Once that is done, we will have
made the first effective step to
stop the spread of Communism
west of the “iron curtain.”

Impi'ove German Diet

Qi’ven a new policy, new organi-
zation and new hope in Western
Germany, it is possible to begin to
use food not as a means of relief
but as an instrument and an in-
cenglve to get production going
again.

On an average, the German
people’ are living on a diet of
1,200 calories a day. That is one-
half of the diet of the people of
Britain and one-third of the diet
of the people in America. It is
a starvation diet and no one can
do_heavy work and produce on
a diet of 1,200 calories.

In this report I have recom-
mended that dietary experts work
out a five-year plan of diet for
the German people proceeding
gradually from a 1,300 calory diet
to 2,600 calories, but with special
supplementary food incentive diets
for specialized groups starting
with the underground miners in
the Ruhr. I have recommended
that under the Marshall Plan this
basic five-year diet be guaranteed
by the other nations, mainly the
United States, on a declining basis
—100% the first year, 80% the
second year, 60%, 40% and 20%.

By making it possible for the’

Germans to export, they must
then rebuild their productive ca-
pacity and their exports fast
enough to make up the difference
in this declining guarantee. If
they wish to have more than 2,400
calories diet, they must produce
and export more.

For a five-year period this de-
clining guarantee for food would
cost about $2 billions,

The first step in using food as
a means of getting production
would be to bring over meats and
other special energy foods and put
them in the 75 colliery stores in
the Ruhr area.

Then give to the 170,000 under-
ground miners of the Ruhr cou-
pons that would enable them to
get a 75% increase in the rations
for themselves and their families
in exchange for a 50% increase
in coal production.

The Ruhr miners are now pro-
ducing 220,000 tons of coal a day.
Under this plan it is possible
within 12 months to get them up
to 330,000 tons per day. -

The annual production of the
Ruhr is going at the rate of G6,-
000,000 tons. The new plan would
provide an annual production by
the end of 1948 of 99,000,000 tons.
. But immediately such an in-
crease in production is promised,
it is apparent that the transpor-
tation system of Germany cannot
haul it away from the mines. This
is ‘due basically to the severe
bombing of the transportation sys-
tem during the war,

Transportation Difficulties

A special report was written
suggesting what might be done to
make greater use of the transpor-
tation system of Germany to meet
the crisis that is bound to develop
in Germany this winter unless
something drastic is done to
avoid it. %,

But even if all these measures
are taken, the threat is still there
of a drastic transportation crisis
that may affect the economic sta-
bility of Western Europe and the
rest of the world.

Intensive study of this problem
indicates that the real difficulty
is that we are attempting to ex-
port 10,000,000 tons of coal from
Germany to Russia, France, Switz-
erland, Holland, Italy, Belgium
and other countries of Western
Europe by an unnaturally long
rail haul. This ties up railway
equipment that is already griev-
ously short,

Moreover, each country securing

coal from Germany in cars that
have been repaired by the mili-
tary governments keeps the good
cars and sends back cars that are
in bad repair. This contributes to
the vicious cycle.

The fundamental fact is that in
the years before the war coal was
supplied by boat from Great Brit-
ain to the large ports of Europe.
Around these ports had grown up
the industrial areas of these vari-
our countries. Coal that was not
used in the immediate areas was
sent by short rail hauls to other
industrial centers or was trans-
ported by coal barges through
rivers and canals.

Not only was Great Britain in
prewar day%vthe largest supplier
of coal in Western Europe, - but
coal was the basis of her diplo-
matic power.

The fact that Great Britain is|%

no longer exporting coal to West-
ern Europe is one of the biggest
contributing factors to the dollar
shortage with which she is now
struggling—attempting to over-
come this problem by resorting
to austerity, Nationalism and So-
cialism.

In the meantime no progress
has been’ made in Western Ger-
many- in the past year in the res-
toration of the industrial produc-
tion. Municipal power plants that
supply thousands of small plants
have been operating at a. small
percentage of capacity due to a
shortage of coal,

A Moratorium on Coal Exports

The fundamental fact is that if
a moratorium could be declared
for one year to 15 months on the

shipment of these 10,000,000 tons
of coal out of Germany, a revo-
lutionary dynamic would be in-
serted into the whole picture of!
Western Germany and Western
Europe, If these 10,060,000 tons
of coal now exported from Ger-
many could be used for a year or
15 months within Germany, the
restoration of not only Germany
but of Western Europe could be
assured.

The only way, however, that
this moratorium on the export of
coal from Germany can take place
is for the countries of Western
Europe to be again supplied by
coal from Great Britain.

The leaders of all factions in
Great Britain recognize that coal
is the very crux of their recovery
problem. : i

Yet because the coal industry
and the coal miners have pre-
sented such a critical problem for
so many years, the leaders of
Great  Britain are. reluctant to
face this issue, They are trying
everything except offering direct
incentives to get the miners to
again dig the coal at the rate of
and in the quantities that they
produced in the years before the
war.

This very reluctance of every-
one to tell the miners and the
country the real truth is at .the
bottom of Great Britain’s diffi-
culties—not the whole problem of
course, but the basic problem.

Under normal circumstances,
the desire of the labor govern-
ment to make everyone share
equally in the austerity program
is understandable and might even
be laudable under certain condi-.
tions. But for two years the labor
government of Great Britain has
been avoiding the main.issue of
the necessity of digging and ex-
porting coal while using the ‘pro-
ceeds of the American loan to buy
food supplies that could have been
bought in part, at least, with coal
had they gone to work to dig coal
for export, :

British Austerity vs. Production

The simple fact is that more and
more austerity, while necessary,
now only tends to push Great
Britain further down in a depres-
sion cycle. Austerity cannot take
the place of production. As long
as Great Britain does not dig and
export coal more loans are simpl){
continuing Great Britain on the

Great Britain do not like or want
that if they can help it.

Offering the miner added incen-"
tives to go to the 6-day week and
to produce extra coal during the
week would, of course, be comn-
trary to the Socialistic conception
of equality. But if the Socialists
continue to insist on an equality
of misery they are going to have
an increasing amount of misery.

Thirty million tons of coal ex-

ported from Great Britain at cur-
rent obtainable prices would al-
most cure the gap that now exists
between Britain’s imports and ex-.
ports. It would go a long way
toward curing the dollar shortage
that is now the crux of the crisis
in Great Britain, With coal, Brit-
ain could buy a large portion of
her food and raw material re-
uirements.
Great Britain has the coal. She
has the barges with which to haul
it. She has the miners with which
to dig the coal. The miners them-
selves, I am assured, would dig
the coal if they were given incen-
tives. They can be given such in-
centives. The only real obstacle
is the ideological theory of the
present labor government that
places dependence upon Socializa-
tion and nationalization, rather
than the incentives that have al-
ways induced men to work.

The productivity of the indus-
tries of Great Britain is definitely
being held back, in my .opinion,

| by the fear and uncertainty of the

nationalization program. Coal,
the manufacture of electric power,
and transportation have now been
nationalized. Sir Stafford Cripps °
in a speech before Parliament on
the British crisis, said that more
socialization is necessary rather
than less and that the government
would not give up its long-term
objectives because of the current
crisis, ;

An Added Loan to Great Britain
The fact remains, however, that

if America must supply an added
Joan to Great Britain or help
through the Marshall Plan in the
way of food and raw materials fo
alleviate Great Britain’s crisis,
then Britain’s contribution to the
Marshall Plan and recovery of
Western Europe should be to dig
and export coal and to postpone
further nationalization of industry
until she can nationalize at her
own expense and not at the ex-
pense of the American taxpayer.

When I went into ‘Germany to
study the problem of German re-
covery, I expected that the answer
would be found in Germany. But
as my studies developed, it be-
came amazingly clear that the
crux of the recovery problem of
Germany and Western Europe lay
in the digging and exporting of
coal by Great Britain,

It is also perfectly clear that
America cannot coatinue -« its
UNRRA or relief loans to Europe.
Yet we must take prompt ana
vigorous action to prevent the
spread of Communism west of the
“iron curtain.” The only way to
do this is to help Western Europe
and Great Britain to get industrial
production going and the standard
of living rising.

Without question in Germany
and in Great Britain perhaps, it
will be necessary to make addi-
tional supplies of food necessary
on a declining basis. But this food
supply ‘should be made available
only on condition that it be used
as an inceative to get production
going and not merely for relief.

It is my definite recommenda- -
tion that the American Congress
stipulate some such plan as out-
lined in this report as a condition
for the appropriation of funds for
the Marshall Plan, .

France and the Program
The question has been raised as
to whether France will go along
with this program. From my n-
vestigation in France covering
both the leaders of labor, bank-
ing and government, I believe

that France will cooperate pro-

American dole- andthe people. of

(Continued on: page'26)




b 008 AR SO B g B e i

e o Bramacr

4. ive

26 (738)

THE COMMERCIAL & FINANCIAL CHRONICLE

Thursday, August’ 21, 1947

Revived Germany Essential
- To Marshall Plan

(Continued from page 25) .
viding we understand her basic
requirements.

What are the requirements of
France?
First, France wants to be as-

sured that the Marshall Plan is.

aimed at the reconstruction of
Western Europe, of which Ger-
many is a necessary part, and not
merely at the reconstruction of
Germany alone to the detriment
of France. Second, France wants

to be taken ‘into full partnership |.

with America and Great Britain
and the integrated organization of

" Western Europe which I have out-

lined, to be followed by an ‘inte-
grated economic organization un-
der the Marshall Plan for Western
Europe would, I believe, meet the
requirements of France. Third,
France must be assured that Ger-
man militarism will not be re-
vived. The plan outlined in this
report will satisfy France if she
has an equal part with America
and Great Britain in its adminis-
tration. Fourth, France wants to
build up her steel industry and to
do this she must have long range
assurance of a supply of coke from
the Ruhr. in ‘exchange for Lor-
raine iron ore. Under an. inte-
grated control organization of
Germany, this could be assured by
the veto power of the control
which would, while permitting
German operation of the Ruhr,
prevent her, from strangling the
steel .industry of France.
.Everyone has said that the Com-
munists of France hold the key
to the French situation. My inves-
tigations show that this is not true.

Out of six million Frenchmen
who voted Communist, there are
less than 750,000 real Communists.
The balance are Frenchmen first,
who voted the Communist ticket
as a protest-against current post-
war economic conditions.

The Communist Party in France
recognizes that it has not the
bower to overthrow the govern-
ment and is following the Moscow
line of waiting two or three years
for an economic depression that
will play into their hands.

France therefore is not the main
obstacle to the recovery of West-
ern Europe. The main obstacle is
the ideological stand of a portion
of the labor government of Great
Britain that prevents the offer of
adequate incentives to the miners
to work a 6-day week and get full
production that will enable ade-
qutte exports of coal to turn the
economic tide, g

Even if Great Britain digs and
€xports coal .as outlined, she will
still need some additional loans to
kuy supplementary food and raw
materials. In my opinion, the peo-
ple of Great Britain have not yet
been told the truth about the ex-
tent of the austerity program re-
nuired if there is no additional
help forthcoming for Great Brit-
ain under the Marshall Plan,

It is not in the basic interests
of America or of the world that
Great Britain should be permitted
1 fall or, under excessive .auster-
ity, to delay her economic recov-
ery.

‘But it is also clear that unless
Great Britain is willing to dig and
¢xport coal as her contribution to
the recovery of Western Europe
under the Marshall’ Plan, further
Joans and help from America
would not accomplish the objec-
tive of recovery.

In my opinion, the American
Congress- would be derelict in its
Cuty to the American taxpayer if
it failed to see clearly the essence
of this problem and to act intel-
ligently upon it.

Cost to U. S,
_Even if the cost is several bil-
lion dollars a year for the next
® Years in the form of loans, I
believe that j¢ these loans are in-
telligently made, not as relief but

as an incentive to get production,
that they can be repaid. Repay-
ment should not be expected until
after five years during which
Western Europe would have_ a
chance to get on a self-supporting
basis.

The problem of repayment of
these loans to America presents
the same transfer problem that
confronted us in World War I and
World War II. But there is and
can be a difference.

Some  of .the loans required
under this program can be made
from the International Bank and
can be repaid to the International
Bank. Some of the loans can be
made by private investment
bankers and repaid through the
normal channels of foreign trade
over future years.

But the bulk of these loans will
have to be repaid through the
transfer of physical goods from
other countries to. America,

The reduction of tariff ‘walls
would go a long way to make pos-
sible the repayment of these loans.
So far, the program has not ac-
complished a great deal.

Our Congress might consider ‘a
new plan to permit a generalized
quota of imports, duty free, up to
10% of the physical quantities of
the production of any American
industry now having a protective
or prohibitive tariff. Over a pe-
rid of years, such a moderate im-
portation would not be destructive
of either American industry or
American labor and over a long
period of years, would permit the
repayment of these loans advanced
now for reconstruction.

Another method of repayment
that should 'be considered by the
American Congress is to make
some of these loans for the recon-
struction of Europe through our
Export-Import * Bank ‘and then
accept payment in the years .to
come in the kind of goods that
can be used in our own relief
programs thus minimizing the
taxes ‘levied internally to meet
relief requirements, In effect this
would mean paying out American
credit now to bring relief to West-
ern Europe and Great Britain and
later accepting goods manufac-
tured in Europe that could be
used for relief work in the United
States.

Another Five Years of American
Help :

To stop the forward march of
Communism beyond the “iron cur-
tain” may require another five
years of intelligent and construc-
tive help from America. But this
help should be made as an in-
centive to production—as a means
of helping people to help them-
selves—through an organization,
small but competent, capable of
seeing that the basic principles
are followed and the desired re-
sults obtained. It should have suf-
ficient authority as to details so
that they can meet changing re-
quirements that will -inevitably
develop under a five-year pro-
gram of this kind.

The inevitable ‘question ‘arises
as to-what Russia will do in the
face of such .a -constructive ‘plan
of action for the reconstruction of
Western Europe. It is my . con-
sidered -opinion that Russia will
not go to war. Her policy is to
wait hoping that ‘America will fail

to take action or that England will

not dig coal or that France .and
the other countries of Western
Europe will fail to get together on
a plan of action.

If we fail to integrate our action
as we did for the invasion of
Western Europe, it is my opinion
that Russia’s hopes will be rea-
lized—that we will have a failure
to recover in Western Europe and
that this failure will bring about
an economic depression of severe

proportions not only in Western

.| possibly continue to exist.

- | products of his own labor. 'If you

processes by which freedom of the
market is destroyed.

I shall discuss them briefly.

The free market is founded on
one simple rule. I firmly believe
it to be a basic rule for human
conduct, without which an or-
derly, voluntary society cannot
The
rule is this: A person has a right
to the product of his own labor,
either in kind or in other forms
that are its equivalent in trade.

My grandfather’s family could
not easily have become confused
on this point. They were practi-
cally self-sufficient. What they
produced ‘was largely consumed
by them, because the nearest mar-
ket, Detroit, was 150 miles away
by ox-cart and wilderness trails.
What they produced was their
own, to do with as they wished.
They had to guard it, however,
from raids by wild and predatory
men and beasts who knew not the
Golden Rule and the golden har-
vest of betterment which it makes
possible for people,

A second family of settlers fi-

nally arrived in that Michigan
wilderness, then a third and,
finally, a large number of others.
Today, the grandsons of those
early settlers, if they are farmers,
sell most of what they produce in
order to buy _all -sorts of other
things which they prefer. Other
grandsons of those settlers work
in auto factories at a money wage
which they spend for whatever
they want among the ‘goods and
services of our complex present-
day economy, :
In a complex exchange econ-
omy, such as that of any leading
nation today, most of what the
people produce is sold or traded
for a variety of other things. I
once ‘“guesstimated” that individ-
uals in the United States, as an
average, consume -only 10%, or
less, of what they themselveg pro-
duce, The other 90%, or more, is
sold or ‘traded for other things.
This means that the market has
grown in importance from near
zero to at least 90% in a few gen-
erations,

This great change has resulted
in much material betterment, but
it has apparently spawned much
economic confusion, The seeds of
miseducation .have been planted
in the soil of economic illiteracy.
We have been led to think ‘that
this change, from a self-sufficient
economy to one wherein exchange
dominates ‘the scene, has neces-
sitated changes in the basic rules
of a sound society. But not so.
The same rules that were sound
in the wilderness of Michigan, or
in the Garden of Eden, are just as
sound today. What has changed
is the importance of the market.
The design of what is sound and
just has not changed, any more
than did the law of gravity when
man developed the airplane,

What Constitutes Free Marketing
What is freedom in the market
process? . And what is its impor-
tance?

Freedom in the market ‘is
merely another way of expressing
the right of a person .to ‘the

tinction, from the standpoint of
rights, between dumping your

have ‘that right, it means that the
bushel -of ‘wheat you have grown
isyours—to .eat, g; store for later
use, to feed to_your chickens, to

Europe and “the British ‘Empire
but.in the United States as -well,

The cost of such a recession will,
in my opinion, be greater in the
end than the cost of preventing it;

'T do not know whether we have
the collective ‘intelligence or the
will to act promptly enough ' to
minimize such a recession. But
I believe that our only hope of
avoiding those consequences is
for the leaders of our government
and the committees of Congress to
act with the utmost promptness
in developing a plan that can be
submitted to a special session of

Congress this fall,

the exchange process.
not problems of the market and,
therefore, let no one convince you
that freedom of the market should
be curbed in order to regulate
such abuses. < There is a clear dis-

 designated  representatives.

Zade for some corn, to sell for
money at any price agreeable to
both you and the buyer, to give
away, or to dump in the ocean.
Your rights of ownership give you
this range of choice.‘

Does freedom of the market
mean that you can dispose of your
wheat as you wish, without any

limits whatsoever? No. You can-

not dump it on your neighbor's

flowerbed as a nuisance of “re-

taliation”; you cannot scatter it on

your neighbor’s field in order to
harm him by contaminating an-
other of his crops; you cannot use
it to throw at your neighbor in
order to injure his person. Acts
such as these are violations of
other rules of an orderly, volun-
tary society.
outlawed for that reason, and not
as abuses of freedom of the mar-
ket—which they are not, because

They should be

none of them arises as a part of
They are

wheat on your neighbor’s. flower-

bed and selling it in a market
where he also sells wheat, at a
price different from what he
would like to have you sell it for.
If the free market concept is to
be fully comprehended, it must be
viewed from both directions.
The one side, previously men-
tioned, is the right of a person to
the product of his own labor, with
the associated right of its disposal
in whatever proper and lawful
manner he may choose; The
corollary of: this is that no other
person shall be allowed. to violate
this right. One shall not be al-
lowed to deprive another of the
product of his labor against his
will, in part or in whole, by any
device whatsoever. 'To allow one
to do so would cancel out the
basic right of .ownership, because
two conflicting rights cannot exist
at the same time any more than
two objects can occupy the same
space -at the same time, One is
a basic law of economics and the
other a basic law of physics. Both
are outside the.rights of man to
violate, even legislative or bureau-
cratic man. .
. This, quite briefly, describes the
reason for the economie and social
justice of the free market, It is
founded on' the ‘concept of the
Golden Rule in universal applica-
tion. ‘It describes a voluntary co-
operative society which is the
highest order of social attainment.
It allows for voluntary contract
between any two parties on terms
mutually agreeable to them. . It
prohibiis another individual from
interfering .with this mechanism
of free and voluntary exchange;
no matter what his title may be;
no matter whether a crown is on
his head, a row of decorations on
his chest, or a majority of the bal-
lots in his hand; no matter, how
enticing a ‘name or however
seemingly benign the objectives of
the scheme by which he claims the
right to dictate either the price or
the: terms of the exchange.
/Freedom ‘of‘ the market means
freedom of action to the two indi-
viduals in the .exchange, the one
selling-his ownership -and-the . one
buying ' it, or, to -their pro_perllsé
does not :mean the giving . to
others, who-neither produced  the
commodity, .own it, nor propose
to ‘buy -it themselves, any -rights
of predation or control. i

Perils to Free Market
I .shall mention four perils to
the free market. Two of them
are national in character and the
other two are international,

(1) The Growth of Government,
as a Drain on Qur Private Enter-
prise. Economy—The most impor-
tant peril to the free market, by
all odds, is the overgrowth of our
government,

Perils to Free Marke‘t,Naiional and International

(Continued from first page) [

Government activities are mogt.
ly monopolies, Of all the separate
governmental activities, hoy
many allow any competition from
private enterprise? A centyr
and a half ago, when the nationa]
government took less than a cent
from each dollar of income (“pa.
tional income”), most of the ge.
tivities which now make up the
total of governmental expendi-
tures were private and competij-
tive, They were then a part of
the free market.

Whether or not a certain actiy-
ity should be a monopoly of gov-
ernment is an interesting question,’
but one outside the scope of this
topic. For present purposes, let it
be noted that when any activity.
is taken over by government, it
will probably move from the free.
market into the'controlled market
of ‘a non-competitive monopoly,
Having the monopoly “publicly
owned” does not alter this fact,
Britain is offering us many inter-
esting illustrations these days of
how this transformation  takes
place, :

In addition to. its monopolistie;
non-competitive feature, govern-
mental activity usually _violates
the free market in another re-
spect. Note the contrast between
governmental ‘activity - and ' the
free market as found in a grocery
store. You walk into the store,
observe the prices of the items on’
the shelves, go across the street to
another store and observe what
they have -and at- what prices,
and appraise the contents of your
pocketbook; - then- you decide
which items to buy from each
store; you :pick up your purchases
and pay your bill for what you'
have bought. This is the process
of the free market. ¢

" Now go into the “store of gov-~
ernmental activities.” - The opera-~'
tion is quite different. The store
manager and his clerks allocate to-
the people the 'items from its
shelves, including cash, on the
basis of their “needs,” or “rights,”
or ‘special privilege, or friendly
acquaintance and ‘political loyalty,
or whatnot. ' Their shelves are
stocked by sending bills to people,’
but not on the basis of what each
person gets off the shelves of the
store,” Other bases are used.

In the main, each person is
billed for the costs of government’
on the basis of how successful he
is in making goods or performing
services efficiently and in large
volume, The billing is, in part,
on the basis of ownership of prop-
erty, or the exchange of property,
or certain habits of consumption,
etc. At times the people object to
the large bills under these meth-
ods of billing; then the manager
simply manufactures some money
for his use which is exactly like’
that which the people have earned
for use in their personal spending;
this method amounts to the same
thing as sending tax bills direct to-
the people, ‘but it avoids the em~
barrassment of sending people
these "abjectionable - bills. = The:
point is, briefly, that in the “store:
of government” individuals do not:
have to pay'directly for what they !
get off the shelves; it is.a proced—
ure quite distinct from the free:
market process. = - ; .

“This explanation has been more®
detaileq than ‘would be necessary’
if I thought: it was ‘generally. un~!
derstood how the growth. of a:gov~
ernment, *beyond its basic. fune-"
tions of . preventing  fraud, . vio-’
lence, predatory ‘practices and
monopolistic abuses,- involves®
abandonment. of ‘the ‘free ‘market'
process. ' Only!by realizing’this'
can one -understand the .serious—
ness of our present plight. .

.In 1946, the expenses of govern=
men in this country took an aver-.
age of 31 cents of each dollar of
individual incomes, The large
amount-and -the upward trend are
both -alarming. “As recently as

two decades ago only 12 cents.

were taken .out of the dollar for
the expenses of government.
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¢ It would seem by this reasoning
i then, that the market in this coun-
2 try is about one-third not free.

¥ But this is only a rough measure

% and doubtless an understatement.
8 We know that in a country with
2 complete Communism, where the
government_takes all of people’s
incomes and grants them, in re-
turn, whatever they see fit, there
#® is no market freedom, legally,
|8 whatsoever, That is the ultimate
b8 of loss of market freedom which
d this country and Britain are ap-
proaching at an alarming rate. In
® a country where control is less

“than complete, precise measure-
ment is difficult.

A country where one-third of
the people’s income is taken by
government—is ‘taken away from

1939. Money in circulation, “for
instance, has been diluted four
times since then,

Thg continuance of a free mar-
ket is seriously endangered by
such an unstable money. The
danger comes in-part from the re-
luctance of people to engage in
exchange if there is a threat that
tk;le , value glf the money will
change rapi one wa
e e y way or the

More serious as a threat to. free
markets, however, is the damage
done to the exchange process
when misguided individuals at-
tempt to control the effects of an
unstable money. That is how
price control and other similar
schemes come into being and de-
stroy the legality of the free mar-

et.

spending in the free market—may | ket

have lost more than one-third of

(¥ jts market freedom. This is be-

cause government expenditures

#® for control may not parallel the

degree of control. A country may,
‘for instance, pass comprehensive
" price-control laws,- thus making
every marketable item in the na-
i4 tion unfree and do so at only a
nominal expense for passing the
law.
: It is generally believed that
“practically all controls have been

1 abandoned in this country since

the end of the war, But they
i1 have not. Direct and indirect
1 ‘ controls still operate over many
4 ' parts of the economy which are
not: fully' reflected in this 31%
figure for government expense.
Note, as one of the many illus-
trations, the creation, under
governmental -encouragement and
-support, of monopoly controls
over the laboring man by much
of “organized labor.”. Note also
the present controls ‘over. trans-
portation rates and operating
-costs, in an industry nominally in
private hands, ‘Many others could
be listed.

In my opinion, the essence of a
4 wvoluntary society, of private en-

. terprise and free markets, cannot
Iong be preserved if the economy
.of the nation does not rapidly
-abandon a sizable'part of its pres-

i} . ent burden of government.

(2) An Unstable Money Sysiem
—A thqroughly free market, as we
know it, is not likely to be pre-

_served if money is highly unstable.

Money is as essential to an ex-

" change economy as is the conduct~

ing wire for the transmittal of
.electric current.. In many re-
. spects the two are similar. The
_exchange process is .conducted on
the transmittal belt of money.
The goods of exchange, not the
money, is what . people really
.want, just as it is the electricity
.rather than the electric wires
which they want.-

Neither transmittalprocess

works well on faulty conveyors.
_If the conveyor is faulty, the flow
. of electricity or of goods. is inter-
.!Fered_ with and, if faulty enough,
it will stop the flow completely.
In the case  of exchange, one
_should say almost completely. If
_People lose all confidence in the
-money, they can exchange goods
~only by the awkward device of
‘barter._ Barter is a free market
pp_epatxon, but it could not sus-
‘tain a very large portion of the
exchange of goods and services in
an advanced economy. For this
. Teason, one may, say that loss of
the money aid to exchange would
eliminate ‘most free market trad-
-1ng in our economy.

We all know that our money has
become highly unstable. I men-
tion; it here merely to list, its in-

- stability . 'as one of the greatest
. perils  to .the free market, with
'Onl_y brief evidence of its degree
of instability,

If you had sold commodities at

Wwholesale in 1939 and put the dol-
lar received therefrom into your
sock, and if you were to take the
dollar out now and buy ‘back the
Same tyves of commodities, you
would find that you had been
short-changej in the process by
nearly half. Even that does not
fully reflect the dilution of our

As prices continue to rise, with
further rises in wage rates and as
people try to spend the sterile
dollars “saved” during the war,
the cries of “inflation” and de-
mands for all sorts of government
controls may be expected to in-
crease. There will then be an
important test of whether even
the essence of the free market is
to be preserved. The only effec-
tive way to meet the issue is to
first have a correct diagnosis of
what causes the trouble in order
to be able to -avoid suffering from
the wrong trfatment.

: PN

‘The two perils to the free mar-
ket which have been mentioned
may be considered “national”
perils, Most other nations suffer
the ‘same, perils in ‘even greater
degree than we do. But these are
national perils in the sense that
each nation can, if it chooses,
avoid them, -

International Perils to Free
Market

Then ‘there are two important
types of “international” perils.

(3) International Commodily

Controls—Most people think that’

\the idea of controlled prices, with
which we had such vivid wartime
experience, has' been- effectively
buried—with a few exceptions
like rents and sugar. More accu-
rately, I believe, the idea still
strongly persists although it seems
to have moved into prominence in
the international sphere. Some
might say that the idea of controls
has merely “grown up,” which I
would accept as a description of
the situation, remembering that a
mistake is still a mistake after it
has grown into long pants,

The program for elimination of
free markets on the international
level ' marches under many labels.
It appears as a component of
plans for = “international war-
time relief,” “reconstruction aids,”
“permanent relief of the poorer
nations,”. “orderly international
trade,” “allocation of limited sup-
plies,” “settlement .of debts be-
tween nations,” ‘“meeting the
dollar shortage,” and many others.

The entering wedge for control
in world markets appears harm-
less enough to those not discern-
ing in such matters. In a blue-
print plan, drawn up in ‘this
country, the “general  purposes”
provide that the nations agreeing
to the plan shall solve their eco-
nomic problems . by neighborly
collaboration. It provides that
fences hindering greater 'welfare
through exchange are to be re-
duced, trade is to be set free, and
discriminatory practices of favor
between nations are to be abhored
and later forbidden. - As fruits of
the plan in action, there is prom-
ised great increases in welfare,
full employment and peace.

These are the stated objectives.
They sound enticing and remind
one of some of the internal rules
of economic conduct by means of
which this . nation acquired its
greatness. It is only when look-
ing behind the mask of these gen-
eral objectives, into the stated or
implied aspects of the plan, that
one can fairly appraise it.

It is proposed that an interna-
tional council table be set up to

solve such problems as the.allo-

. money that has occurred since|cation of surpluses and deficits.

Rfoitized for FRASER
kp://fraser.stlouisfed.org/

Does that sound like the descrip-
tion of a free or of a controlled
market? Such a council, like the
administrative body of OPA, is

‘not designed to spend all its time

playing chess. Their function is
intended to be the control of
something. .

So we study it further, No na-
tion is to be allowed to engage in
“exporting its unemployment” to
other nations. Through this world
organization, it shall be compelled
to retard its production and carry
its share of the then-existing
world unemployment, as an obli-
gation under the Charter, Think
this one over., ‘What does it
mean? It amounts to someone
with power of control sitting in
judgment on matters of produc-
tion and price for the participat-
ing mations, It is like a factory
that is working full time while
an inefficient competitor, work-
ing only half-time, suffers partial
unemployment; the more efficient

‘producer would not be allowed to

continue to “export his unem-
ployment” to the market; he would
be compelled to reduce his opera-
tions to that of his less able com-
petitor. Does that describe a free
or a controlled market? Is it de-
scriptive of our traditional system
in this country, which brought
such phenomenal progress, or is it
reminiscent of .the controlled
economies of other nations? '

Time does not allow me to go
further into the analysis of this
plan; you can do it for yourself—
always having in mind as your
test of its wisdom the character-
istics ‘'of a free market, as I have
lattempted to set them forth. You
will then see why I list such
schemes as an important ‘peril
to free markets throughout ‘the
world.

It is strange that this nation,
still perhaps the world leader in
a free economy, however much
battered, should take leadership
in a plan having as its essential
features various forms of control
of the markets of its participating
members, It is easy to see why
other nations, with opposite ide-
ologies from ours, should favor it.
But why the United States?

National planning, it should be
noted, does not force international
planning on other nations. While
one nation chooses to go com-
pletely totalitarian, another may
pursue economic liberalism as this
nation did during the last century,
But once international planning is
agreed to, controls are -thereby
forced on all participating nations
in the same manner as OPA was
imposed on every person down
the road.

Where would that leave the free
market and our traditional system
of a voluntary, competitive econ-
omy? "

(4) Control of Exchange Rates—
Lastly, I wish to mention briefly
the control of exchange rates be-
tween currencies. It operates in
international trade, as a result
both of national policy and of in-
ternational agreements,

The idea of controlling exchange
rates is based on the same eco-
nomic fallacy that argues for
price control of commodities with-
in a nation. It is precisely the
same basic idea, though this one
is ‘a little more obscure to our
view.

We are familiar with the way
commodity price control works,
and its tragic effects. Suppose
that the price of wheat in a free
market is $1 a bushel. That
means that the consensus of opin-
ion reports (1) $1 and (2) 60
pounds of wheat, 'to be of equal
worth in trade. Suppose that the
currency becomes diluted by
pouring into the exchange system
counterfeit or worthless dollars,
until the consensus of opinion
fixes $1-as worth only 30 pounds
of wheat. If the government, “to
stop inflation,” steps in with a law
that prohibits wheat prices from
rising above the former level of
$1, legitimafe trade will be
stopped, as was so well illustrated
by meat and other products under

OPA. If law thus flies in the face

-be shut off between the two coun-

of reality, and if it is enforced,
trade will stop and force produc-
tion for sale to stop too.

The effects of exchange control
are exactly the same, By merely
substituting a foreign currency for
either the money or the wheat,
the rest of the story will remain
the same. What happened in the
wheat illustration was that the
money lost worth because of its
counterfeit dilution. Suppose in
this exchange question that the
currency of one or two nations
loses worth for the same reason.
The idea of control is to attempt
to conceal its reduced worth by
fixing its exchange value out of
line with its true market value.
As a result, legitimate trade will

tries, i

We are now under the spell of
worldwide attempts to conceal the
true degree of worthlessness of
many national currencies. The
control method . of meeting the
situation might be called an “in-
ternational currency OPA.” Just
as -under our OPA the results
were called a “meat shortage,”
etc., under the exchange control
schemes the results are called
“dollar shortage,” ete,

These currency controls are

raising unbelievable havoc with

world trade and recovery. They

are a serious threat to the rees-

tablishment of free world markets,
® * A

I have listed what seem to me
to be the four principal perils to
free markets, national and inter-
national, In summary, they are:

1. The Growth of Government,
as a Drain on our Private Enter-
prise Etonomy.

2, An Unstable Money Systpm.

3. International Commodity
Controls. .

4. Control of Exchange Rates.

If the nature of these perils do
not promptly become known
through education, so that sound
action will follow, future histori-
ians may write of the economic
marvels and progress that was
once America, just as they have
written of the past glories of other
famous civilizations,

At the heart of the problem of
re-education is an understanding
of the functioning of the free
market and its result in economic
and social justice,

Let’s not abandon the free mar-
ket without even understanding
it. I am confident that if it :Is
understood it will not be aban-
doned, .

tem has been growing as a jerry-
built structure erected to serve
political expediencies. The taxing
power was prostituted time and
again in the most flagrant and in-
defensible manner to punitive
uses. Men and businesses who did
not agree with the New Deal
notions found ‘themselves penal-
ized. Their records were im=
pounded. Their businesses were
interfered with. Their private
rights were invaded and flaunted
by Federal agents, and they were
without recourse. We were under
a government by administrative
regulations numbering more than
seventy-six thousand. Many of
them denied the citizens the
right of judicial review or redress.
We do not want regimentation of
people or professions,

Social theories were promoted
by the taxing power, and favorit-
ism was rampant, It is probable
the whole story of that dreadful
chapter in our American history
will never be told because many
of the papers and records have
been impounded. .

So a special committee is work-
ing with the Ways and Means
Committee of the House and the
corresponding committee of the
Senate to lay down proper, just,
scientific rules and regulations to
confine the taxing power in its
proper channels, and to the per-
formance of its proper functions.

It was clear we would have to
know for ourselves the real facts
about conditions in Europe. The
information the people and the
Congress have been given piece-
meal has been murkey, contradic-
tory, incomplete. It has been filled
with vacuums which are too ob-
viously created by deliberate con-
cealments for us to ignore them.
Therefore, we have two commit-
tees of the House going to Eu-
rope to determine the facts for us.
Those committees will find out
the real conditions. They will
talk first-hand with the responsi-
ble spokesmen of - other nations
and will determine what we can
count on in the way of efforts
by those nations to help them-
selves. Every American wants his
nation to do its part to help re-
store peace and sanity throughout
the world, but we must not bank-
rupt ourselves, wreck our own
economy.

No man ever saved another
from drowning by going down
with him.

So these three vitally irpportant
lines of inquiry are going for-
ward concurrently. We are sure
the second session :of the 80th

What of America’s Future?

(Continued from page 10)

base intelligent foreign policies;
proper extraction from the gov-
ernmental anatomy of useless, ex-
pensive, wasteful, tax-absorbiug
bureaus and commissions; and sct
up a taxing system which wil
scientifically and equitably assess
taxes on the basis of real Federal
needs and the capacity to pay.

In passing I want for a moment
to advert to something. A few
years ago when a congressional
committee or a President went o1
a journey at the public expensz
it was “an inspection tour.” Als>
it was a “top secret” inspectica
tour. Today when hard worked,
tired members of the Congress
are willing to continue their
arduous labors and sit in session
at points where vital information
is most easily to be gotten, our
opponents and -those who woul |
destroy the faith of the American
people in their Congress call these
trips junkets. Let me say to you
if anybody believes a five- or six-
weeks' inspection trip to any part
of Europe or the Far East with
the bad water, worse food, rubbls,
desolation and desperate peop €3
constitute a joyful junket h:
ought to try it once.

This job of saving the world ant
at the same time of  keeping
America free, sound and solvei.t
is one calling for the fullest co-
operation ‘between all races,
creeds and parties. If America
goes down we all lose, If our free
Constitutional system of gover..-
ment, economy and society ar:
wrecked and ruined, we all losc.
If our liberties are destroyed, if
our freedoms are abolished, if ou:’
American way of life is warpel
out of form, we all lose. If our
living levels, our working condi-
tions, our social traditions are
destroyed, we all lose. The onlv
people who believe they might
gain something by such a catas-
trophe are the subversionists —
those who would overthrow our
form of .government, our free
economy and our free society in
order to loot us. I care not by
what name you call them, whether
Communists, Fascists or just plain
agitators — they menace our wa’r
of life and they must be defeated
and cast out. The Constitution
must stand. The Bill of Rights
must endure, Our American way
of life must be perpetuated. Th~
youth of this land, the young
veterans—all must have their fai:
chance for a full, happy'and con-
structive life as did their fathers
before them. By cooperation w
can assure that. By division, we -
can fail. We must not fail. We

Congress will have first-hand in-

formation upon which we can

will not fail. America will stand.
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low wages, or, at any rate, due to the selfishness of
business (except lahor, of course, and for the most part
except the farmer, also) another 1920 or perhaps another
1929 was definitely in the cards for the near future un-
less the politicians steppéd in without any delay to cure
the situation, ‘
No Proof Needed

There is no need to cite proof of such statements, or
make invidious mention of names in connection therewith.
No one will need any evidence. It all happened too recently
for even the short-memoried public to have forgotten. . It
would be difficult to know whether the professional econo-
mists in the employ of government were unduly impressed
by -the economist-politician, or not, but their edicts for a
number. of months lent considerable support to those of the
political policy makers—even if the reasoning by which they
reached their conclusions. was less naive. We suspect that
the thinking of a dishearteningly large proportion of those
who observe and comment upon the current trends of busi-
ness have got too much under the influence of some of the
persuasive present day heretics and the devotees of planned
economy. . - S ' :

But this particular phase of the situation appears to
have passed, or at the very least to be in the process of
passing. The volume of business activity, the amount of
cmployment, the rate of wages being paid, and all the
rest so stubbornly refused to honor the predictions of
the pundits and the soothsayers in and around Washing-
ton that it has become very difficult to maintain any
such position as had been taken by them. For some
time we have heard little from these vocalists—and what
they have said has made but litile impression. Perhaps,
the best course of action now is to forget it all as “just
one of those things.” :

But the politician must have a “cause.” He simply can
not do without one. He is adept in finding one, and the de-
gree in which he is able to impress the public with it is
usually a fairly good measure of his ability as a politician.
The President and his advisers have found theirs, which
will doubtless serve their purpose for the time being at all
events. It is our old friend, the cost of living. What. has
of late been rechristened the “consumers’ price index” has
been rising. Of course, the housewife, who has the duty of
keeping the family larder filled, has not had the need of any
sort of index to tell her that the prices of meat, and of a great
many other of the nrccessaries, have for a good while past

* been burdening the family budget more and more—indeed

have gotten to the point where at least some of the people are

threatened with the necessity of returning to something

fairly closely approaching their prewar scale of living! And
the tradesmen have not ‘been laggard in. warning her that
prices are going higher, = = :

; An Excellent Issue 3 ;
- What an issue for the politician who is building
carefully for the 1948 general election! Everyone knows
about the course of prices in the local grocery store and
in the butcher shop. Most of them are aware of what is -
asked for the things they must have from time to time in
other stores. Those prices always look high to the con-
sumer. It is never very difficult to convince him that
“there is something rotten in the State of Denmark’ as -
to all this. Either the manufacturer, the processor, the
wholesaler, or the retailer must be “gouging” him—or
. at least he usually is quite ready to listen to such a story.
He is the more ready to listen to it when prices are
really high-‘regardlass of the cause—and moving up-
ward, as they are doing now. It appears an excellent bit
of political strategy to make political capital out of the
_state of affairs. And the campaign for that purpose has
been launched, The Attorney General has been directed
to “investigate”—that is to find some culprit who may
be charged with something, most probably, so the plan
goes, of violation of the anti-trust laws, Supplementing
this tactic is of course that which never lets
~without some reference to the sad state of affairs in a
. country where such abundance exists side by side with
‘'such “outrageous” prices. e ow T
. The effectiveness. of all this, or whether it will be ef-
fectlye at all, will depend upon the gullability of the general
lpubl}c. The cost of living is high, of course, but the current
official analysis of {he situation which brings these high re-
tail prices into existence is as faulty as the reasoning which
_‘1e4.;1 S0 many of the wiseacres to say and to reiterate ‘almost
without end that. the “bust”- Which must follow.the “boom”
xcept. amongi the wage earners

of the nation, of course—is not among the causes. Naturally,
we can not assert that nowhere in our-wvast economy has
there been any breach of the statutes loosely known as the
anti-trust laws. The probability is that such violations occur
daily at some point or other. It'is a chronic state. The in-
terpretations placed by the courts upon these statutes change
so constantly that, if the truth be told, not even the pro-
verbial Philadelphia lawyer can be sure what is-and what
is not a violation.
The Real Causes

are the real explanations.
the other.

maybe, better politics.

The point we are making here is that. it is not in the
least necessary to posit any such restraint _of trade to
explain the high and rising tendency of prices at \th{s
time—and correspondingly little real reason why it
should be widely indulged in now. - The real reasons are
-to be sought elsewhere, and a careful ferretting of thgs.e
causes would not -be particularly profitable to the politi-
‘cian—particularly ‘to -the politicians ;surroundln.g the
President. In brief, the causes are to be found in the
almost inevitable consequences of large scale war, and,
of course, have been strongly fortified by the methods -
used in financing that war. No such war could be fought
successfully without reduction in the production of many
types of things the consumer wants, and, in conse-
quence, accumulation of “wants” and “needs.” It might
have been fought with less of an accumulation of money
in the hands of the rank and file—but it was not.

Here
The latter is amenable to

gradual correction. Nothing much can be done about

But anti-trust suits are more spectacular — and,

cally, everywhere. As long as
prices are fixed under government
ceilings, and distribution is sub-
ject to priorities and allocations,
there is no room for futures mar-
kets because these can function
only under free market conditions.
That is the reason why there can
be no resumption of trading in tin
futures so long as all imports re-
main. in government hands and
the white metal is resold to in-
dustry at a fixed price. " As soon

£xchange will reestablish tin fu-
tures trading also. ;

Meanwhile, - Commodity Ex-
change is now redoubling. its ef-
forts for the restoration of a silver
futures market in New York and
is also studying the feasibility of
inaugurating futures trading : in
secondary aluminum. )

New York today is the leading
world metals market! -It has re.
placed London in that role!

This shift possibly may be a
matter of ‘international political
and strategic significance. Cer-
tainly, it is of vital importance to
the business interests of the
United States,

The change has come about be-
cause of many changed conditions
in the postwar world, but largely
because no time was lost, here in
New 'York, in retutning to free
trading in the metals as soon as
the war emergency was over, In
England, on the other hand, the
British Labor Government ap-

roached the problem of after-
war trading in all commodities
with what from this side of the
Atlantic appears to be a deep-
rooted distrust of free markets.

After a series of quick re-con-
version moves late in 1946, the
return to free “trading in metals
in the United States was climaxed
and made effective by resumption

‘|of futures trading in copper and

zine at Commodity_Exchange, in
New York a few weeks ago,
Trading in lead. futures will be

resumed on this same Exchange
soon. .

Advantages of New York

There can be no doubt that tre-
mendous economic advantages will
result from New York's role as
the leading international metals
 trading center. _ Not only does this
mean broader markets and im-
proved marketing conditions -for

our own metal producing and con-

as conditions warrant, Commodity.

suming industries, but it will at- -

Trading in Metal Futures

(Continued from page 4)

tract to us a larger share of the
international metals' trade.  This
will mean added business for -cus-
tom smelters and refiners; it will
mean more business for steamship
companies, for insurance compa-
nies and for banks. But all’ of
these advantages will accrue ang
prove lasting only if we succeec
n building up and maintaining
broad and smoothly functioning
metals futures markets in New
York. ) TS

The importance of futures trad-
ing in the metals field can hardly
be exaggerated. This is due tc
the fact that metal smelting and
refining, as well as many pro-
cessing operations, usually require
relatively. long periods of time
and hence involve, -considerable
price risks." - CE e

Many of us may have forgotter
this because of the. acute metal
shortages since the start of the
war ‘which made price a secondary
consideration—but *we all know
that the sellers’ market in metals
will not last forever,

Already ‘trade and industry
members are exploring the possi-
bilities for protection against fu-
ture unforeseen price fluctuations
and are stressing again the neeg
for ‘a continuance and reliable
barometer that makes possible the
evaluation of future price trends.

Functions of Futures Market

This means that the two major
functions of the metals futures
markets are regaining their tra-
ditional importance.

These two functions are: to pro- |

vide facilities for price protection.
and to provide a continuous mar-
ket where positions can be taker.
and  liquidated immediately, at
prices arrived at by free and open
bids and offers from every part of
the world. :

Thus there is no basic difference
between futures trading today in
agricultural crops and in ‘non-
ferrous metals. “They 'all serve

-|the major purpose of bridging the

time ‘gap that usually exists be-

“|tween the production and con-

sumption of basic commodities
and by eliminating the price haz-
ards inherent in the marketing of
such materials, That, of course, is
hedging. The principal of hedging
is the’ same in all markets. It is
the proper use of futures markets
in order to: eliminate, or:at least
reduce, price risks existing' in cash

“|selling 10 contracts on the

. |himself time to

—
commodity commitments o posi.
tions, such as forward saleg ,
purchases, existing inventorjeg 0
order backlogs. ; :

Here is a ‘typical example of
how hedging operates in thy
metals field. A metals dealer e,
quires an available stock - fo,
prompt deliveries in order to con.
duct his business. He is therefor,
compelled ‘to buy, even though pe
may be uncertain as to the Ccourse
of prices, or even if he feelg that

|current ‘prics are too high,

Let us say he buys 300 tong of
zine under these . circumstances
Without hedging his stock, pe

|would immediately ‘assume the
"|risk of a price decline that Might

burden  him - with heavy losses it
the-market goes against him,
The futures market affords hip

|facilities to - insure himself - gyp.
| stantially. against this risk. As

soon' as he buys:the 300 tong of
zine, he offsets his price risk by
Ex-
change. :He-sells these contracts
on the Exchange for delivery in 5
month far enough ahead to give
dispose of the
physical commodity before the
maturity of the futures contracts,
As he sells the zinc from his stock,
he buys back an equivalent
amount . of his outstanding Ex.
change contracts. .

Since normally spot and futures
prices move in harmony, here s
what will happen to him. It
there is a price drop before he
can sell his physical zinc, he will
of course receive a lower price
than he had ‘anticipated. But at
the same time he will realize a
profit in the futures market be~
cause he can buy his exchange
contracts back at a lower price
than he sold them.

On the other hand, if the mar-
ket rises, he makes a profit on
his inventory, but this is offset
by a loss-in the futures market
because he is compelled to buy
back his exchange contracts. at a
higher price than he sold them. .

This surrender of extra 'ifiven-
tory gains is the price the dealer
pays for protection against other-
Wwise uninsured inventory loss.

In effect, a dealer who uses such
hedge protection declares that he
will be satisfied with h's normal
legitimate profit and that he fore-
goes ‘the opportunity of specula-
| tive. profits,. The temptation . to
seek. larger ‘profits is, 'of .course,
strong and that accounts for the
fact -that. numerous trade or' in-
dustry members use hedge pro-
tection only if they are fearful
that the market will go against
them, Half the time they may
be willing or "even eager to take
a change on' the market, That Is
human nature, but of course it
does not represent a genuine
hedging policy. :

How a true hedging policy
works in the metals field is best
illustrated in the 1946 annual re-
port of the American Metal Co.
of New York. In summarizing the
1946 billings of the company, the
report states that the total in-
cluded:

(1) refined metals handled on
a commission basis, ;|
(2) refined metals - purchased
for resale, and P
(3) metals purchaséd in the

raw material for treatment.
Then the report continues '(and
I quote): “With respect to the last
category—the purchase of raw
materials for smelting—it is:the
general policy to rely :for:profit
only onthe treatment’chatrges and
to resell the  metals: for future
delivery, when feasible;.immedi-
ately upon. intakej: .such . sales
USUALLY RESULTING IN NO
MARKET PROFIT.” =it T
~ That is no_textbook' sfatement,
but the ‘considered ‘policy of one
of our leading metal companies.

Situations for Use of Iledggs

‘All - through the metals- field
there are' situations: which ‘lend
themselves "to - the -use of hedge
protéction’ - against ~ unforeseen

jardi

price char;'gg‘s. They can be clas-
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Ycified in the following five major
ypes of metal hedges:
‘ The smelter’s hedge
‘"The refiner’s hedge
The processor’s hedge
The dealer’s hedge
The producer’s hedge
Let me briefly outline these to

‘ yoii]‘irst, the smelter’s ' hedge.
¥ smelting operations usually re-
quire from 60 to 90 days. Where
# ‘ustom smelters bring in foreign
ores, the time between ore pur-
chases and metal sales is even
longer. During this period the
I smelter can protect hlms_elf against
€ . price drop by the immediate
sale of futures contracts on -the
% pxchange. Then should the sale
% of blister copper, for instance,
pring a lower price than antiei-
i pated, an offsetting profit would
be obtained in the futures market
when the contracts, - previously
sold short, are bought back.

Next is the refiner’s hedge.  The
¥ refiner’s case ‘is very much the
Bl same as that of the custom smel-
B ter. He can use the sale of fu-
8 {ures s » hedge against a spo
| price decline. :

8  In his case, however, a reverse
| situation could also arise. A re-
finer might commit himself to
| deliver refined metal at a speci-
? fied price before his raw material
| needs are covered for such a con-
tract, In«order not to run an un-
due price risk, he could under
such circumstances buy futures
contracts when he enters such
commitment. Then should there
be an unforeseen advance in the
price he has to pay for his raw
materials, this could be at least
partially offset by a profit on his
long futures transaction, Actually,
however, most of the business in
refined metals is at present done
on a relatively short time basis.

The fabricator of metals can

use the futures markets to equal

advantage. This applies to com-

panies making semi-manufactured

metal products as well as to ulti-

mate consumers of metals who
§ manufacture finished goods. A

fabricator may find himself with
a large inventory on hand while
at other times his commitments
may exceed his stocks. In.both
instances the futures market of-
fers a chance for protection. In-
ventories can be protected by -a:
sale of future contracts; outstand=
ing and' uncovered commitments
‘by a purchase of futures: "

'In periods of uncertain busi-
ness prospects, the protection of
inventories against sudden price
declines is, of course, most valu-
able. Where inventories  are
hedged, a 'sudden price- drop
would at Iéast be partially offset
by a profit on the futures trans-
action—when the short sale is
liquidated below the selling price.

The dealer’s hedge has already
been “described. The need for
dealer’s protection is particularly
‘acute when the dealer ‘also is an
importer. 'In normal . times this
applies principally to tin, because
all our tin requirements must be
imported. Where a dealer or im-
porter does not immediately offset
a purchase abroad with a sale at
home: ‘which 'nets him his cus-
tomary profit, he can operate safe-
Iy, only if he is able to protect
himself . by .a short hedge on a
futures, exchange. :
:#That is why. tutures markets ar
as essential for the trading in im-
ported 'commodities, . such as’ tin
and rubber, as those in the agri-
cultural; field, such as sugar, cof-
fee or cocoa. - : .

'As a;matter of fact, in normal
‘times the .dealer’s and importer’s
hedge is:'the most widely used
hedge in all futures markets. That
is why the tin futures market on
Commodity Exchange will be re-
opened as soon as the government
returns tin imports to the private
frade. . | o )

The fifth type of hedging oper-
ations in the .metals field. is-the
-producer’s hedge.- A mining com-
panv. believing," that ‘prices,: will
decline, .yet. anxious: .to- maintain
continued opération and employ-.

| delivery.

ment of its miners, may use the
mechanism of the futures market
to sell its production well ahead
in the form of contracts for future
¢ It then has the choice
either of buying back these fu-
tures contracts as its production
is sold through trade channels or
of delivering actual metal proc-
essed from its production against
the outstanding futures contracts
at time of their maturity.

Volume of Futures Trading

To fulfill their hedging func-
tions adequately, futures markets
must be reasonably broad, That
means . trading volume: and the
amount of total outstanding con-
tracts must be large enough so
that a hedge can be “lifted”—
without causing undue price fluc-
tuatiors in the futures market—
when the corresponding cash com-
modity position has been closed
out. “ ! :

That is why the Commodity Ex-
change is directing its efforts to-
ward the broadening of its metals
futures markets. The first objec-
tive to shoot at is the Exchange’s
prewar volume of metals trading
—but I firmly believe that this
will be only a beginning.

In 1939 futures trading in metals
in New York reached a grand to-
tal of 16,208 contracts. The total
was divided as follows: copper
13,994 contracts, tin 981 contracts,
lead 743 contracts, and zinc 490
contracts. The open interest in
copper futures at the end of 1939
amounted to roughly 1;000 con-
tracts. These figures show that
the market was broad enough to
fulfill its purposes.

It will, of course, take some
time before the metals futures
markets are all reestablished and
regain their prewar status. They
are not likely to regain this place
completely as long as spot metal
shortages still are acute enough
to warrant premiums for spot
orices or nearby deliveries over
the more distant delivery months.

Normally distant deliveries in
the futures markets sell at pre-
miums over the nearby positions,
because the quotations for the
distant deliveries include the car-
tying charges that arise when a
commodity is stored in a ware-
house for a period of time. At
present this price relqnonshlp is
just the .reverse in virtually all
Futures markets. Nevertheless this
pr.ce reversal does not -rule -out
completely the .use of the ex-
changes for hedging purposes,
even though it may make hedg-
ing less effectual than under- nor-
mal conditions.

The added handicap lies in the
fact that distant hedges cannot be
placed at prevailing prices, plus
normal carrying charges, but only
at substant:al discounts under spot
prices. - Since most . hedges .are
hedge sales rather than purchases,
this means that even should spot
prices. -.develop, .moderate : weak~
ness, the gap between spot and
futures quotations still may be
closed, at least partially. by a
relative firming in the distant po-
sitions as their maturity comez
nearer.

This is a condition that will pre-
vail in each individual field until
supply and demand once more. 1S
in better balance. Until such time,
the value of futures marlget_s as
hedging medium will be “limited.

thures Market as Price Barometer

However, this does not make
the early reopening of the m(_etal
futures markets any the less im-
portant. There are other vital ser-
vices which a futures market pro-
vides, chief among which is the
role of a highly sensitive price
barometer. _ .

. The need for such a price ba-
rometer is.particularly urgent in
the case of metals, because prices
quoted on.Commodity. Exchange
frequently reflect more accurately
the psychology of the xrespect(ive
trades, than the published prices
at which, producers offer, to. sell
their products to consumers . di-
rectly. . i

Metal futures quotations vary
from day to day, whereas pro-
ducers’ prices often do not change
over-a rather long period of time.
Producers aim at price stability.
However, the efforts to hold prices
stable is bound to find itself con-
fronted from time to time by
changed conditions. It is then
usually found that the machinery
of producer price adjustments
does not function as rapidly as
does the machinery of an ex-
change market.

Trading in copper futures on
Commodity Exchange, Inc. was
resumed July 15. Since that time
copper ' transactions have totaled
only about 250 contracts, and the
open interest at the moment is
still only about 100 contracts. The
true significance of the copper re-
opening can not be measured in
terms of these figures alone. Re-
sumption of futures trading re-
stered a sensitive price barometer
for the red metal and it also
served notice to the world that
free metals trading once more had
become a reality in the United
States.

Hopes for Restoration of Silver
Market

One further important step re-
mains to be taken in order to
firmly establish New York’s posi-
tion as the leading world metals
trading center, That is the restora-
tion of a futures market for silver.
With chances slim that the Lon-
don silver futures market will be
restored in the foreseeable future,
the need for such a hedging mar-
ket in New York has become ex-
tremely urgent and no time should
be lost in clearing away the legal
obstacles which lie in the path of
such a development.

A silver futures market is no
stranger to metal and financial
circles in New York. Such a mar-
ket was inaugurated in 1931 by
the National Metal Exchange and
was taken over in 1933 by Com-
modity Exchange; Inc., following
the merger of the four New York
commodity exchanges dealing in
metals, rubber, hides and raw silk.

During the seven months from
May through November of 1933,

modity Exchange, Inc., reached a
total of over 1,000,000,000 ounces.
And from December 1933, to Aug.
9,.1934, the volume was over 850,~
$00,000 otinces. On Aug. 9, 1934 a
bomb exploded under this market
when the United States Govern-
ment nationalized silver. Com-
modity Exchange had no recourse
but to suspend trading in silver
futures.

What actually spelled the end
of the New York silver futures
market was not so much the na-
tionalization of silver decreed by
the Government late in 193% nor
even the extraordinary monetary
policies adopted at that time—but
rather, the imposition .of.a .50%
penalty tax on all profits derived
from transactions in silver bullion.

The expressed purpose of this
measure at that time was to tax
away the profits of speculators
who had bought silver in antici-
pation of a price rise once it had
become apparent that the Govern-
ment was about to enter the sil-
ver market on an unpredecented
scale. However, the initial impact
of this tax was a blow to trade
sources rather than to speculators
because the largest part of the
113,000,000 ounces of silver which
were delivered to the Government
under nationalization was no
speculatively held but had been
acquired for mormal commercial
purposes. : )

There were other long-range
effects of .this silver tax. Since
it was applied not only to U. S.
citizens but to foreigners as well,
it spelled the death-knell not only
for the New York silver futures
market but for its mormal open
market in silver as well, and, with
one fell stroke, drove the: silver
market back to London.

| This move completely nullified

Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR.

Thegterms of the September refunding operation by the ‘[reasury
was no surprise to the financial district, which had been expecting
a §hort—term low-coupon issue, and that was exactly what was re-
ceived. . . . In offering a 10 months %% certificate in place of the
Sept. 1 maturity and a 12% months 1% note to retund the 1% %
and 1% % notes due Sept. 15, the monetary authorities have defi-
nitely broken the wartime pattern of interest rates. . . . The rise in
short-term rates is now an actuality with the unvegging of the
certificate rate, . , . A 10 months %% obligation is just a shade
under 1% on a yearly basis. . . . S A
PREMATURE o

The issue of non-marketable restricted 2% % bonds that will be
offered to non-bank investors and commercial banks with savings
deposits late next month was not expected at such an early date. . . .
It is still too soon to indicate to what extent commercial banks with
savings deposits will go for such an issue. . .. Until the terms of
the offering and maturity dates are known these institutions will
express no opinion on the new offering. . . . L

There has been, nevertheless, a definite distaste for a non-
marketable obligation, but this may change when more is known
about the coming offering. . . . Trust accounts are expected to
be peavy buyers of the new bond with insurance companies and
savings banks also coming in for sizable amounts. . . ..

_Although many non-bank investors would prefer a marketable
obligation or would rather ride the yield curve and trade the out-
standing marketable securities, there has been so much heat put on
for a new restricted issue at 100 that they cannot afford to do other
than go along in an important way. . . .There is no doubt about the

silver futures trading on Com-|.

success of the forthcoming non-marketable obligation.

UNCERTAINTY

The unpegging of the certificate rate has injected an clement
of uncertainty into the money markets, but the full effects of higher
short-term rates is not likely to be felt for some time, probably as
long as a year, because the rise will be slow and gradual. . . .

In tlge interim the commercial banks must maintain income
to {neet increased operating expenses, and this can be done by
takmg on the higher yielding, longer-term obligations. . . . The
depesit institutions feel they have no alternative nmow but to
buy the outstanding issues, since the Treasury has not seen fit
to offer a security with a high enough coupon to keep them from

going into the longer maturities in order to get needed income.

MARKET REACTION

The reaction in the market to the Treasury financing was a

great display of strength in the eligible obligations.
was very general with all issues sharing in the upswing, th
term and intermediate maturities, as well as the longer-ter

gations. .

... . The rise
near-
obli-

. » New highs were made in some of the more distant

opligations with gains of ¥ of a point being registered in many issues
since the announcement on Monday. . ... :

A'll the 29, taxables were in demand
mercial banks as were the last four partially exempt issues, .
The smaller institutions seemed to 'have concentrated in the

1 from the larger coin-

longer term obligations such as the 2!4s due 1956/59, and the

21%s, due 9/15/67/92, . ..

Despite the sharp rise in prices of the eligibles the demand is

still. very substantial, . . . Dealers, according to reports, have been
adding to their positions in the bank issues. . . .

RESTRICTEDS A DILEMMA

i HERL

The ineligible issues have also done better; probably it sympathy
with the strength in the bank obligations. . . . The powers.that be
still are letting out some of the restricted bonds, but the activity in
these securities has not been nearly as great as in the eligible

obligations. . . .

There seems to be a mixed feeling as far as the restricted
bonds are concerned, with some holding the opinion that the out-
standing marketable obligations should do better, especially those
issues that become bank eligible in 1952. . .. Others contend
that the mopping up of a large part of the existing demand by
the non-marketable issue next month will take the edge off the
market for the outstanding obligation. . . . ) . d

) The 2¥;s due 1959/62 and the 2%s due 1962/67 and 1963/68 have
a firm tone with indications of a good institutional demand for these

issues. . . . There has been some
tutions in; ¢he longest 2148, 2% .

I}

good. }:;Ely'i‘r;g. by out{—qi-gquq insti-

since World War I in the devel-
opment of an independent silver
market in° the United States.
Early in the ’30s the American
commercial silver market was at
full parity with Londoa. It was a
market in which domestic. and
foreign . producers,. smelters, re-
finers, manufacturers, banks,
dealers and brokers participated
and in which transactions were
predominantly n on-speculative.
The 'final step in - its' broadening
occurred when the inauguration of
silver futures trading opened the

t | field to speculative participation

as well, and through the mech-
anism of a hedging market per-
mitted the diffusion of trade risks.
There was nothing insidious about
such g development, as the spread-
ing of price risks among outsiders
is one of the very cornerstones on
which futures trading rests.

~All attempts thus far to have
the silver -transfer tax repealed
have failed. That means that we
are missing a valuable opportun-
ity now—while England is out of

the progress that had been made,

the picture—to Jay the foundation’

for the development of a strong

commercial and futures market in
silver in New York. As things
now stand, the law not oaly dis-
courages foreigners from doing
business here but it deprives com-
mercial silver users in this coun-
try of the benefits of a hedging
market, enjoyed by other metal
industries. How considerable are
the price risks of commercial sil-
ver users is best illustrated by the
fact that this year, to date, the
silver price in New. York . has
fluctuated between a high of
861 centg and a low ‘of 593} cents.
. Restoration of a {ree silver mar-
ket in New York .would  consti-
tute a valuable contribution to the
national income in the form of
additional smelting, refining, mar-
keting, manufacturing, insurance, -
trucking and similar earnings. On
the other hand, the silver transfer
tax has no longer even a nuisance
value. We expect at its next ses-
sion, Congress will repeal this ob-
noxious tax, and thus write finis
to a chapter in our economic _his- :
tory of which we have little
reason ‘to be - proud—the - Silver
follies of the early '30s.
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Sugar Future Trading in New York

(Continued from page 5) Administrative Organization production of other areag such ag
mon in the merchandising and| I shall pass very briefly over]Santo Domingo, Peru, -
distributing trades, the coffee|the administrative organization | Europe that had No_quota, or ap
merchants of New York were con-|of the Exchange, since it is very | insignificant quota, in the Uniteq

CONSOLIDATIONS B
REVISED i l AND AI I ERS stantly buying and selling “spot” |similar to that of other commod- | States market
CAPITALIZATIONS and “to arrive” lots among them- |ity exchanges or corporations| To remedy this defect,

NEW BRANCHES .
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s selves, organized under our State laws. i Ex
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It is announced by the New
York State Banking Department
that the United Industrial Bank of
Brooklyn, N. Y. has approved a
certificate of reduction of capital
stock from $300,000, consisting of
3,000 shares of the par value_ of
$100 each, to $200,000, consisting
of 2,000 shares of the par value
of $100 each. The change became
- effective Aug. 6.

' L3 * #®
' The Crestwood National Bank
in Tuckahoe, N. Y. has increased
its capital effective Aug. 4 from
$75,000 to $100,000 by the sale of
$25,000 of new stock.

E # #& Ed

Hubert F. O'Brien, President of
the A. P. Smith Manufacturing Co.,
of Fast Orange, was recently ap-
pointed a member of the Advisory
Board of the Essex County Trust
Branches of the Fidelity Union
Trust Company of Newark, N. J.
The Essex County Trust Branches
are located at Main Street and
South Arlington Avenue, and at
Central Avenue and South Clin-
ton Street, East Orange. An-
nouncement of Mr. O’Brien’s
appointment was made by Horace
K. Corbin, Fidelity Union Presi-
dent.

National Association of Manufac-
turers. He is active in the pro-
grams of the American Water-
works Association, the National
Metal Trades Association, and the
Foundrymen’s Association, and is
a former director of the Chamber
of Commerce of the Oranges and
Maplewood.
* * #

An increase of $50,000 in ‘the
capital of the Calumet National
Bank of Hammond, Ind.  raising
it from $400,000 to $450,000 is
made known by the Office of the
Comptroller of the Currency. The
enlarged capital was made effec~
tive as of August 7.

& # # #

Changes made in the top per-
sonnell of the Chicago Title &
Trust Co. of Chicago, have re-
sulted in the appointment of five
men as Senior Vice-Presidents
and six younger men to head the
operating divisions of the firm it
was indicated in the Chicago
“Journal of Commerce” of Aug.
15, which in part said: '

“Holman D. Pettibone, Presi-
dent, said the reorgahization was
unique because it was accom-
plished without firing or hiring
any officials. He said Chicago
Title & Trust ‘simply changed the
responsibilities of the older men
and opened the way for new re-
sponsibilities for many of the
younger executives.’

i “The five Senior Vice - Presi-
dents, he said, will devote their
attention to general policies and
company-wide problems, They in-
clude Kenneth E. Rice and Arthur
C. Marriott from the title division,
Chester R. Davis of the trust divi-
sion, Harold A. More of the ad-
ministrative division and treas-
urer’s office, and Harold L, Reeve
from the law department,

' “The operating Vice Presidents
and the general counsel who will
head the six divisions are Paul W,
Good_rich, title division; William
B. Wiseman, trust division; Albert
Y. Bingham, investment division;
Jpsggh J. Snyder, administrative
dlvxsgon; Joseph D, Shelly, public
relations division, and Charles F,
' Grimes, law division. Mr. Petti-
bone also anounced the appoint-
ments of John DMBinkley, Victor

cKendry, Ken-
‘neth W, Moore and Harry é Aim-
me‘:‘x;’r;ann as Vice Presidents,

illis Monfort will bee

Treasurer; George I, Emegae,

Mr. O'Brien is a director of the

Robert E. O’Dea and Philip P.
Paulson, Trust Officers; Logan D.
Fitch, Gifford N. Holden, Gordon
Marcovitz, John Y. Meloy ;md
Glenn M. Trumbo, Assistant Vice-
Presidents; Roy A. Holmes, man-
ager of the real estate and mort-
gage department, and Gustave C,
Buchholz, Henry N. Buehler and
Fillmore W. Galaty, Assistant Sec-
retaries,” )

The men will take over their
new duties Nov. 1.

# * *

Through a stock dividend of
$100,000, the First National Bank
of Holdenville, Okla., has in-
creased its capital from $100,000
to $200,000 as of Aug. 5, it is
learned from the Aug. 11 Bulletin
of the Office of the Comptroller
of the Currency,

» £ # %
Announcement is made by the
Board of Governors of the Federal
Reserve System that the Wachovia
Bank & Trust Company, of
Winston-Salem, N. C., a State
member, has established, effective
Aug. 16, a branch at Raleigh,
N. C, to be known as the West
Raleigh Office. ;
R T
& * #

Ben R. Meyer, President of the
Union Bank & Trust Co. of Los
Angeles, announces advancement
of H. N. Herzikoff from Assistant
Cashier to Assistant Vice-Pres-
ident. Mr, Herzicoff will cele-
brate his 25th anniversary with
the bank on Sept. 1 with his pro-
motion to Assistant Vice-Pres-
«dent; he will continue to direct
the activities of the installment
loan department. He is a past
member of the Board of Gov-
ernors of the American Institute
of Banking, Los Angeles chapter,
and is a holder of the Institute’s
standard certificate, Following
an established bank policy, Pres-
ident Meyer will present Mr,
Herzikoff with a watch on the
25th anniversary date.

President: Meyer has also an-
nounced the inauguration, Aug.
16, of a plan to allow each em-
ployee of the bank one Saturday
off during each calendar month.,
In announcing the plan Mr, Meyer
pointed out that New York and
other States now . have Saturday
closing for banks and that he be-
lieves it will be only a matter of
time until California follows their
example. “In inter-bank discus-
sions of this subject,” Mr, Meyer
said, “we have consistently voted
for Saturday closing, Pending
common action by banks in Cali-
fornia, however, we are acting
now to give each of our employ-
ees the benefit of one Saturday
off each month. This is in addi-
tion, of course, to regular annual
vacations and other legal holidays
throughout the year,”

L] £ *

Frank Belgrano, Jr., new Pres-
ident of the First National Bank
of Portland, Ore., was welcomed
by the bankers of the city at a din-
ner in his honor on Aug, 7 under
the sponsorship of the, Portland
Clearing House Association, it was
stated in the Portland “Oregonian”
of Aug. 8, from which we also
quote;

“Russell F, Watson, Vice-Pres-
ident of the United States National
Bank and President of the Clear-
ing House, presided. Frederick
Greenwood, Vice-President ang
manager of the local branch of
the Bank of California, gave the
address ‘of welcome which was

responded to by Mr, Bevlgﬂrano.

.market, it frequently became quite

As this type of trading grew
with the expansion of the entire

burdensome just to pass the es-
sential documents -of title down
the chain of buyers and sellers
and make settlement on a spe-
cific lot. Sometimes in an active
market. it was found that a bill
of lading, a dock receipt or ware-
house receipt had. changed hands
So many times that all available
space for endorsements had been
used up. Sometimes an intermedi-
ate receiver would find the same
lot of coffee coming back to him
from - another receiver further
down the chain. .

The brighter members of the
trade finally got together - and
said, in effect, “Look here, - we
should - have enough intelligence
to do this thing more efficiently

‘o more safelv, We should ‘set
up machinery whereby all of this
burdensome phys.cal handling and
transferring are eliminated as
much as possible.” Thig led to
the procedure known as “ringing
out.” Under this system, as it was
established that prior to delivery
the same lot of merchandise had
been sold and resold among the
“ring” group, the original seller
vresented documents direct to the
ultimate buyer and all others in-
volved in the series of transae-
tions paid each other off by set-
tlement of the respective differ-
ences in the prices involved. This
Wwas a vast improvement over the
system of the physical delivery |
of the documents in each instance
as it eliminated the laborious
checking and duplicate checking
of invoice, weights and grades,

There was another very impor-
tant consideration in this type of
trading. That was the factor of
fn}ancial risk, Several months
might elapse between the time
goods were contracted for and
delivered. One coulq never be
sure, especially in periods of dras-
tice price change, of the solvency
of any one of the parties of a
chain of transactions which might
form the so-called “ring.” This
credit risk, of course, applied to a
lesser degree on simple transac-
tions for extended delivery be-
tween two firms alone. To elimi-
nate this credit risk, the inter-
ested merchants agreed for their
self-protection to establish mar-
gins prior to delivery,

Here, then, in the “ring” settle-
ments and margin requirements.
we have the forerunners of our
modern futures markets and aux-
iliary clearing houses. I think it
is of interest to state to you gen-
tlemen the fact that never in the
history of our country has any
commodity exchange clearing
house defaulted in its obligations
to any buyer or seller.

Sugar futures trading was in-
augurated in December, 1914.
Prior to that time the sugar trade
had looked to the terminal mar-
kets of Hamburg and London for
hedging facilities. When these
markets were closed upon the out-
break of World War I, leadership
bassed to New York., To over-
come the inconvenience resulting
to producers, dealers and con-
sumers of sugar from the absence
of recorded sales showing the con-
sensus of the world’s opinion with
respect to prices; ‘and to re-
establish hed.ging facilities in
sugar, the Coffee Exchange added
sugar to its trading list. In 1916,
the name . was changed to the
“New. York Coffee & Sugar Ex-
change, Inc.”

Upon the entry of the United
States into World War I, trading
was suspended in sugar and not
resumed until late in 1919. The
real beginning of sugar - futures
trading in this country, therefore,
dates from about 1920,

cers, a board of managers and
various committees,
day work of the Exchange is car-
ried on by an executive secretary
and a staff of paid assistants,

The day-to-

The "by-laws - provide for i)

membership of 350, Of this num-
ber, 344 are outstanding, but be-
cause some individuals hold more
than. one membership or “seat,”
the actual roster
308 names.

contains some

Membership is by election of

the board of managers after in-
vestigation and approval of the
candidate by
committee. A member-elect must
buy a membership or “seat” from
the Exchange or from another
member and pay an initiation fee
of $1,000 to the Exchange, Prices
of memberships have ranged from
$31,000 in 1929 down to $350 in
1942, during the wartime suspen-
sion of trading. At the present
time, they are about $6,000.

the membership

I never tire of emphasizing the

fact that ‘commodity exchanges
themselves do not buy or sel] the
commodities ‘dealt
floors. Neither do they make or
in any way influence the prices
registered. on their quotation
boards,
done- by - brokers- who, in many
cases, are acting for clients such as
producers, dealers, refiners, proc-
essors, importers, industrial users
and speculators.
merely provides a meeting place
where certain approved individu-
als or firms may execute their
orders in a-very rigid exact con-
tract, in accordance with the trad-
ing rules prescribed by the Ex-
change under the watchful eyes
of the floor committee,

in on their

‘The actual trading is

The Exchange

It might be noted in passing

that the Coffee & Sugar Exchange
is. not under the jurisdiction of
the Commodities and Exchange
Administration and this is true, I
believe, of all the import com-
modity exchanges.

S.ugar ‘Futures Contracts
Prior to 1936, the Exchange pro-

vided only one principal sugar
contract which was . based upon
raw sugar delivered in licensed
warehouses in New York.
quotations reflected the approxi-
mate c. i, f, delivered value of
Cuban raw sugar and it was an
easy matter, by deducting current
ocean freight and marine insur-
ance, to compute f. 0. b. Cubar
equivalent at which price sugars
were offered indifferently to all
buyers whether - in the -Unite¢
States, Uniteq Kingdom, Europe
or elsewhere,
there was a one-price market in
Cuba for the entire world and e
single contract was sufficient tc
give hedge protection for all buy-
ers and sellers
world,

Our

In other words,

throughout_ the

During the middle ’30s, our do-

mestic sugar legislation establish-
ing sugar quotas for the areas sup-
Plying the United States changec
all this and established a two-
price market: One price for con-
sumers in the United States; an-
other price for buyers in other
parts of the world:
ducers and other producers whc
had a quota in this market soor
found that they could still hedgc
that part of their production or
our Exchange;
which must be
United. States. -
quotations,
quota legislation, had begun tc
reflect our internal domestir
prices, which, in turn, fluctuatec
inversely with™changes in quota
and were often wholly unrelatec
to world values.

Cuban pro-

but not that par
sold outside of the
Our- Exchange.
as a result of thic

Our contrac?

overnight had become virtually
useless as a hedge medium for
Cuban “world” sugars, or for the

contract in 1936, designated Num-

Jer 4, vased upon raw sugap de- |

livered in licenseq warehouse iy
Cuba, which would give prodyc.
ers throughout the worlq the same
protective hedge

had theretofore enjoyed in our old
contract; The Cuban Government:
cooperated with the Exchange iy
devising the new contract and b
Presidential Decree conferred cer-
tain preferentia] rights anj ex-
emptions' ‘upon sugars entering
into the channels of Exchange
trading. - The contract workeg
very satisfactorily for six years

until” trading was suspendeq ‘-

shortly after our entry into the
war, and was used extensively by
Cuban. .and other producers

throughout the world for the pur~ -

pose for which it was designed,
Thus, we have devised two con-
tracts, one a 'domestic contract
which  we call the No. 5 and the
other, a “world” contract identi-
fied as No. 4. Each calls for the
delivery of 50 long tons in Iicensed
warehouse either. in New York or

facilities fop -
“world” market sugars that they

in specified Cuban ports. The
trading range in both is 18 months, -
including the current month. In

other words, we are trading now
for deliveries as far ahead as Jan-
uary 1949. We have recently re-

sumed trading.in contract No. 5

after a wartime suspension of more

than 5 years. Trading in the world

contract No. 4 has not been re-
sumed for reasons which I shall
not enter into now; but we. hope

that trading will soon be under

way.

‘ Hedging Examples
I should like to give you a few
examples of how our Exchange

was used daily by various seg-

ments of the industry in the pre-
war free sugar market:

Hedging by a Raw Sugar Pro-
ducer—In Cuba there are about
160 active mills that grind cane
and process it into raw sugar. The
cane is planted and. cultivated in
part by farmers known as “col-
onos” and in part by the mills
themselves on company-owned
land. During the grinding season,
which extends from the first of
January to the end of May, the
colono delivers his cane to the mill
and is paid for it on the basis of
the average New York market
price for sugar. These cane settle-
ments are made fortnightly. At
the same time, the mill is grinding

its own company-owned cane.

Trom this you can see that the
mill becomes the owner each fort-
night of two batches of raw sugar;
one batch produced from its own
cane and the other produced from
the cane bought from its farmers

or colonos. Since the Cuban crop 2

is sold over a period of 12 months,
the mill assumes a very substan-~
tial market risk during the grind-

ing season. It is the almost uni~

versal practice of the modern en-
lightened millowners to sell on

our Exchange all or a substantial -

part of the colono sugar which
they are required to take over
during the grinding season. They
may likewise hedge part of the

sugar that has been produced from

their own cane. Many mills; of :

course, make sales of ‘actual sugar

to American seaboard refiners *
during the grinding season but, )
since there is a limit to refiners® )
storage capacity, it is necessary

that the Cuban producers have

some other sales outlet if they are -

to protect themselves against mar- -
ket declines during the second -

half of the year. -

Hedging by the Colonos—The

cane farmer or colono also utilizes

our Exchange. Sugar cane requires |

12 to 15 months to mature. During

. . . Y
this period the colono incurs cer=
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{ain cultivation expenses.
prices and labor costs may be very
high during the year of cane
growth, tut the colono is not able
{o cash in on these high market
prices since he is nqt _pa.ld for the
cane by the mill until it is actually
‘cut and delivered. Therefore, if he
anticipates a substantial decline in
the market during thq crop year
jn which his cane will be har-
vested, he sells sugar futures for
delivery 6 to 12 months in ad-
vance. If his forecast has been
‘correct, he will receive less money
for the cane, but this will be offset
jn a general way by the profit on
his futures sale. Wkgen the cane
is delivered to the r_mll, he natur-
ally repurchases h‘15' optstandl_ng
‘futures unless he is still bearish
on the market and wishes to re-
'main short. In that case, his posi-
tion changes from that of hedge
seller to outright speculator on the
‘bear side. '

 Hedging. by Seaboard Cane Re-
finers—Cane refining.is a big vol-
ume - business requiring. large
‘plants and.ample capital. Desp_lte
the fact that. sugar is used daily
by every citizen in more or less
equal- quantities, its- distribution
from the refiner level is extremely

‘uneven.. The. distributing - trade:
buys-on what are called.“moves”;

‘taking on at one time 30 to 45
‘days’ supply. This means that the
refiner must buy large quantities
‘of raw sugar, process it into re-
‘fined ‘and. carry- it in his- ware-
houses. until .the trade is ready to
‘take it off his-hands.. Many times
‘when his inventories become un-

‘comfortable on a declining market,

‘he has resort to. our futures mar-
ket. for temporary protection.
Hedging by Beet Processors and
Growers—The situation' of - the
:beet factories
States is not greatly different from'

-that confronting: the Cuban raw-

sugar mill. The farmer grows the
beets and delivers them to the fac-
Adory. The beets are processed by
the factory and the resulting re-
fined sugar sold over a period of
12 months. After deducting taxes,
:discount, freight and selling ex-

- penses, the net proceeds of the

year are divided approximately
on an even basis between the fac-
‘tory and farmers. In this case,
-you will note that the beet proces-
sor does not take the same market
‘risk as the Cuban mill because he
does not pay for his beets at a
‘fixed market  price during the
harvesting period. Nevertheless, if
the market is declining, both the
factory and the farmer receive a
:lower average net price. If the
market is attractive during - the
harvesting season, it is not at all

uncommon for the best factory to |

-sell part of its expected produc-
tion: on the Exchange, repurchas-
ing later as the sugar is sold. The
beet farmer can also sell futures
against his growing crop if he an~
ticipates a decline but it is prob-
able that our American farmers
“use the Exchange less for this pur-
pose’ than do’ the cane farmers in
Cuba.

Hedging by Industrial Users of
Sugar—Many of our large indus-
trial users of sugar, such as the
bottlers, candy manufacturers,
bakers and others, use the Ex-
change as a matter of ordinary
business routine. For example, a
‘candy manufacturer - may book
orders for the|Christmas or Easter
trade several months in advance.
If he finds it inconvenient or im-
‘possible at that time to buy the
necessary:sugar from a refiner, he
merely purchases an equivalent
amount' ‘of ' sugar futures on the
Exchange. Then later, as the sugar
is needed’ for processing in his
plant, he goes to a refiner and
purchases for prompt delivery and
closes out his Exchange hedge. If
the price of sugar has advanced,
he pays the refiner more but
makes an approximately offsetting
profit on his futures purchase. If
the market has declined, he would
naturally sustain a loss on his fu-
tures but then he would be pay-
ing less for his refined sugar.

"+ It frequently happens-that an

Svgar | industrial user will over-estimate

in: our Western

the demand for his product. He
bpys too much sugar and then
finds that his goods are moving,
too” slowly on a declining sugar
market. In this case, he would
protect himself against inventory
loss by selling -futures in an
amount equal to his processed
sugar.

These are by no means all of
the hedge possibilities of the sugar
futures market. I have cited per-
haps the most outstanding exam-

ples and most of them have been
taken from the records of the firm
with which I am connected.

Services of the Futures Market
to Producer and Consumer—1I
should like to call to your at-
tention the very distinct service
that the futures market has per-
formed in lessening the cost of the
distribution = of sugar between
Cuban factory and consumer, Dur-
ing the early part of this centur¥,
sugar refining was® virtually - a
monopoly. There were only two
or three buyers of any conse-
quence. The Cuban producer was
more or less at the mercy of the
American buyers. They could not
out-wait. the buyer,: but had. to
turn part of .their sugar into cash:
during the grinding season;- As a
result of this situation; a: few
powerful commercial firms:estab-
lished themselves in Havana: and
acted as buyer and banker for the
producers. Since these” Havana
buyers had to take the market risk
for a long period of time; they
naturally charged . high: interest
rates' on their loans and bought
the producers’ sugar at substantial
discounts. With:the coming of:the
futures  market, this:situation has
undergone a very radical change
during. the past 25 years. There
are now a large number-of firms
here and in Havana: that will buy
any- producer’s sugar-at the New.
York quotation and in some cases
they will pay a few points  pre-
mium, depending upon the. tem-
porary fluctuations on  the Ex-
change. Interest rates have also
dropped, since’ the producer by
hedging some part of his produc-
tion on the Exchange can get very
favorable loans from the" banks
because the market risk has been
eliminated.

The sugar markets of the world
have become . a homogeneous
whole as a result of the quotations
constantly going put from our Ex-
change. By appropriate adjust-
ments- for differences in freight,
insurance and duties, the buyers
and sellers in London, Havana,
Java or Peru know the world mar-

ket value of sugar as well as the|’

sugar brokers in' New York.

In summary, we see that our
Exchange provides price insurance
for the farmer, the beet and cane
processors, refiner and industrial
user of sugar. It has materially
lessened the costs of distribution;
facilitated the financing of grow-
ing crops and warehouse stocks;
it has linked all the markets of
the world and supplied a con-
tinuous ready market for both
buyers and sellers at-all times; by
supplying accurate statistical and
price information, it has facili-
tated the forecasting of future
trends in supply and demand and
enabled businessmen to more in-
telligently plan ahead. .

I should like to emphasize at a
little greater length the impor-
tance of the price-registration
function of the Exchanges. Dur-
ing the war when sugar was un-
der government control, no one
had any idea as to the true value
of sugar. When decontrol was
being debated during the early
part of this year, we heard re-
sponsible officials of the Depart-
ment of Agriculture prophesy that
a price of 30c. to 40c. per pound
might result if sugar were sud-
denly decontrolled. Today, some
seven months later, we see prices

of slightly "over 5c. per pound].

quoted on our Exchange for raw
sugar for 1948 delivery. This
would translate itself into a price
of about 8c. wholesale for refined
sugar and not 40c, or 30c, or some

other price arrived at. by guess.
The point is, in a controlled mar-
ket, buyers and sellers  have no
way of exprersing their individual
judgment, In a free market, each
producer has a good idea of how
much he will produce, what it will
cost him and at what price he is
willing to sell it. The buyer
knows his requirements because
he makes it his business to esti-

mate the probable demand from
his customers, Governments that
attempt to estimate the demand
for a commodity must guess at the
financial' ability of the' probable
buyers, In a free market, each of
these buyers knows in advance his
financial resources and can esti-
mate within a very narrow range
just how much he can buy at
various price levels. = Therefore,
when buyers and sellers are per-
mitted to come together in a free
market place, they very quickly
establish the price of a commodity
for delivery today, next month, or
next year,

Most of you present today are
no doubt familiar with these valu-
able economic services performed
by our’ Commodity Exchanges,
but they are not so well known
by the public at large and by
many. of our. legislators. In the
minds of some people there seems
to be the impression that some-
thing: mysterious and even shady
goes on on the floors of our Ex-
changes. There is nothing. new;
nothing mysterious, and nothing
shady in futures operations. They
are” merely highly - specialized
technical methods of. doing busi-
ness that:- grew directly out of
trade practices of the spot mar-
kets,

We of the sugar trade accept the
Exchange not only as a matter of
course; but as: an absolute neces-
sity for the conduct of our busi-
ness.  During the formation of
some of the organized import
commodity exchanges, there was
some opposition from the firms
dealing in the spot article. These
firms were usually in an en-
trenched position and feared com-
petition and. the enlightenment
that would come from the forma-
tion of an organized exchange
with its continuous ready market
and widely disseminated quota-
tions.

I know -of no firm or individual,

whether he be producer, distrib-
utor or user, who would willingly
suppress or destroy the Sugar Ex-
change. They all look uvon it as
a -useful, necessary part of the
delicate and complicated market-
ing mechanism.
We of the National Association
believe that commodity exchanges
are an integral part of our free
enterprise system; that they oper-
ate to the advantage of both pro-
ducer and. consumer, and that
they are vested with a public in-
terest. Today, the world is di-
vided into two camps: one be-
lieves that the State can most effi-
ciently direct the economic activi-
ties. of man; the other believes
that the individual himself can
best work out his own destiny
with a' minimum of regimentation.
The Exchanges are definitely lined
up on the side of free markets
which we believe to' be insepar-
able from economic freedom, po-
litical freedom and individual
freedom.

With Frederick Adams
Special to THE FINANCIAL CHRONICLE
BOSTON, MASS.—John V.
Flanagan has become associated
with Frederick C. Adams & Co.,
30 Federal Street. Mr. Flanagan
was previously with J. H. God-
dard & Co., W, F. Rutter & Co.
and Elwell & Co.

With Goldman, Sachs

Special to THE FINANCIAL CHRONICLE

BOSTON, MASS.—Theodore A.
Waldron has been added to the

staff of Goldman, Sachs & Co,, 75
Federal Street. L

- Tomorrow’s
Markets

Walter Whyte
Says—

By WALTER WHYTE=

News effect on prices com-
paratively nil. See no nearby
change in market trend. Sug-
gest continued caution,

Whatever - has happened
during the past week has all
been grist for the headlines.
Little of it, however, has
bothered the stock market.
The market just yawned and
gaped barely moving in either
direction for hours at a time.

The biggest news. is of
course the British financial
situation with everybody
taking a pot shot at guessing
how it will come out of its
dollar-shy problem. The next
important event is the highly
publicized Justice Depart-
ment probe of prices, with the
steel industry as the candi-
date for the first straw man.
These investigations will un-
doubtedly make interesting

reading. They’ll serve to keep
the political pot boiling, or at
least simmering, while the
law makers are either off on
expensive junkets to make
personal® investigations, or
back home explaining to vot-
ers why things are what they
are.

During -all this fol-de-rol
the market is placidly chew-
ing on its cud. and the on-
lookers are getting impatient.

Last week the averages
were hugging that 178 level
and looked like they would
break it on the slightest
provocation. Before the week
was over the market sort of
hitched up its pants, spit on
its hands and held on. So by
the end of the week, and up
to this writing, it has man-
aged to lift itself slightly
from the danger point by
about two points.

This kind of action is grati-
fying even if it doesn’t settle
anything. It serves to make
the bears a little more nerv-
ous and it acts as'a bromo-
seltzer for the bulls. The only
ones who don’t benefit from
that kind - of market are the
brokers. There just isn’t any
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