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 Meditations on
~ Foreign Trade

By HAROLD GLUCK, Ph.D. -
Writer calls attention to antiquity
and importance of foreign trade
in advancing civilization and ar-
gues it is a iwo-way affair. Points -
ont fallacy of -isolationsim and
attacks idea that U.'S. can save
world by charity, Holds nations
clamoring for help - threaten to
ruin our foreign trade. - :

Our modern. psychologists have
been able to ‘probe. the human
.mind and give us the reason for
many “strange - actions “on ‘part-of
~the . public. ey
The saddest’
thing ‘we.
have learned
is that man, .8
who ‘is sup-=
" posed to be a
rational . ani-
coorpal, is cons:
trolled to a.
high- degree
" by his emo-
tions.. Men-
_tion certain
~words in var-
. ious -parts of §
 this , country, |
. and: you find |/ Harold Gluck
. peoplelose the  * P
.. capacity to think clearly. An
emotional biock takes place as a
result of “name calling.” Desig-
nate a given course of action as
- “foreign”: and an undesirable
. feeling takes possession of many
people. Or if you use the word
" “international,” it will ‘suffice to
give some people heart failure.
Any half baked -rabble rouser
can . stir up trouble by: talking
about “foreign trade” . or “inter-
_(Continued on . page 31)
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.| world”

at their real market value,

purchas-~-

On Secretary Bevin's Proposal
. By WALTER E. SPAHR ,
) Professor of Economics, New York University o
" Executive Vice-President, Economists’ National Committee on '
; Monetary Policy - k .

- Dr. Spahr characterizes Britisher’s suggestion for redistribution of
Fort Knox gold as irrational and unprecedented from a friendly
nation. States step would destroy value of our money, deposits, and

 other credit.” Instead, he declares, for' real world recovery for-
eign currencies should be soundly stabilized and anchored to gold

_ British Foreign Secretary Bevin’s proposal of Sept. .3 ‘that the
United States distribute its gold supply “to assist in' increasing the

The American
blessing. Shortly

ing power. of .
the devastated
areas: of the
wasg:
not what: one
would reason-
ably. expect
from a British :
cabinet mem-
ber. The no-
tion itself is
not what one
would associ-~

‘jate with in-

formed . peo-
ple; and the ;
argument of-’ ~ Walter E. Spahr-
fered in sup- . ;
port: of it was, if possible, even
less defensible. A
It is'natural, therefore, that in-
formed and responsible people in
both the United States and Britain
should be disturbed by the utter-
ance. Efforts to find some ration-
ality in the proposal were futile.
Apparently, the best  that the
(Continued on page 24)

[These reflections by an emi-
nent American monetary author-
ity on British Foreign Secretary
Bevin’s suggestion . before . the
Trades Union Congress in South-
port, England, Sept, 3, have been
prepared specially for the “Chron-
icle.”——EDITOR.]
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|EDITORIAL - -

As We See It

" Selling a Pig in a Poke

~“TThere is an old adage to the effect that it is never wise |

to “buy a pig in a-poke:”- Since they seem so determined
to influence public opinion with the employment of slogans,
it may be well to remind “Marshall Plan” evangelists. of
this homely but sound and timely aphorism. Still more to
the point would be an effective suggestion of the sort
directed at the rank and file of the American people.

~ Of course, it is not ,a new political tactic, this business
of systematically creatfga._favorable attitude in the public
mind toward somie. plas; program, procedure or notion long
before the thing advocated has taken definite form. = Neither
is the technique new which undertakes to make it appear
an evidence of stupidity or, worse, positively anti-social or
almost treason not to support some course of action yet to
be determined, a course of action, however, which has been

-|given a shrewdly selected label. President Roosevelt and

his political general staff were past masters in the art.

It may be questioned, however, whether the prac-
tice was ever more fully developed, more astutely em-
ployed or more vigorously pressed than is now the
case with reference to this thing they all so glibly

¢ (Continued on page 25) ’
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Exports and Our National Economy

William' Ziegler Professor International Relations
Graduate School of Business,; Harvard University

Dr. de Haas reviews export: boom and collapse after First World
War and indicates same errors of that period: are repeated. by ex- -
tending loans to maintain exports. - Sees. unlikelihood" that loans

" will be generally repaid, and predicts.
level from $15 billions to $6 billions. ' Holds increase in world
trade only remedy in restoring normal foreign' trade conditions, .
but doubts its accomplishment under present situation. Looks for =~
price declines when exports fall off, and denies- raising value of
gold will help foreign trade or domestic economy. .

people have always regarded large exports as a "~ .
after the first. World War, we pointed with pride

probable reduction of export

to} -what  was

exports, A
record it was

" for at the time
of . the - out-
break ~of the.
war:in Europe

..eonvincing
proof-.could be
‘asked for that
the - business-.
States backed:
by :the enormous resources cf this:
country and ~by' ‘the productive .
capacity  of the- “free‘ American
system” were conquering ' the | .
world’s markets, oL

We pointed with pride at this
remarkable increase in our export
activity and regarded it as evi-
dence of the efficiency of our
business enterprise.. 1
Latin . America, the Far  East,

(Continued on page 26)
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leventsand

[|more bewil-
-dered and

-able for ' re=- .

‘{what senti<

- Why Slerlmg Convertibility Could Not Succeed

Writer says falluve of the British Treasury recalls Keynes’ criticism of 1925.. Holds doHar deﬁclt in
1947 results from British expendltures outside United States and the breakdown of Sterling Block as’
well as need to make concessions to holders of “blocked” sterling:balances.
banks contributed by creating additional “transferable” sterling accounts. Sees: the Bretton Woods
-distinction between “free curzent” and “controlled capital” transacions as unrealistic. Holds resump-
tion of convethblhty is impracticable withou: long-term consolidation of British foreign deb;s.

The ‘shocking ‘debacle of sterling convertibility after less than six weeks of operation
has aroused worldwide attention. The"already shaky foundations of mternat‘onal trust

and confidence have suffered

By ERNEST H. WEINWURM

another blow.

Much has been said and written in recent weeks to

caught most
observers. un-
e xpectedly

However, -
little light has

been shed on
 the real causes
of these

many people
seem even

confused than:

- before.’ ;" -t
Little - . will

be: gained-

from blaming

individuals or

| from | revealing

Ernest H. Wﬁnwum

_off-the-record

'maneuverings among officials who
'did not' prove equal to the big

tasks they were confronted, with,
Heavy responsibility undoubt-
edly falls upon Dr.. Hugh Dalton,

British Chancellor of the Ex-.

chequer—the British Treasury—
who persisted in unwarranted and

 hard-to-explain optimism éven .at}.
a time when true developmentsf
He thUS suasion, London, 1931 Macmllla’i

had become evident.

.age :
Femergencies.
'have hesitated to suggest reason-

Contends foreign central

explaln developments which

frustrated the sincere efforts of
those who tried in vain to call at-
tention to the unavoidable dangers
and disappointments.

One is strongly reminded -of
John Maynard Keynes’ brilliant
critical comments on-thé activities
of Treasury experts at the time

of igold standard resumption in
~1925 1 Thére is the samie inability
'to | ;appraise. correctly- the: real
 forces and reliance on unworkable
traditional. positions. It is a  pity
"that Lord Keynes could nolonger

:brihg to bear his vision and_cour-.
as heé had -done in- previous
He hardly would

able rather than’ doetrmau‘e pOll-
cies.

There is. an urgent need to
determine the true facts “and
reasons why convertib#ity- failed
~far -beyond any .considerations
of personal ineffieiencies.' It is
important to ascertain- why first
class experts (and Dr. Dalton him-

1The E ic € of Mr.

 the calculations of ~the - best-in-

Churchill, reprinted’ in Essaya in Per-

self. is an econemist of excellent
reputation) could be led so far
astray in this instance.
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Only by clarifying past errors

will it be. possible. to avoid similar
pitfalls in the, future and to take
advantage of that -bitter. experi-
ence in laying down future poli-
c1es o -
Two prrnmpal questlons requlre
clarification. First,. to get the
available . facts to identify. the
countries ~which' were' the ‘reecip-
ients of the dollars poured out by
ihe British Treasury during the
last few months. Second, the basic ||
reasons . why - such large .claims ||
could ' be presented, far’ beyond

formed experts,
"Obviously, no final answers may g
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be expected at this time: But the |

publie cannof wait until all infor-
mation is available and:the tradi-
tionally reticent British Treasury
should be willing to open its con-
fidential files. Preliminary con-
clusions will have to be drawn
from whatever data s are. now

. (Continued on page 30)

The So-Called Dollar Shortage

Former Cfuef of American Far I:ast Economxc Comnussmn ’

Director of Export Distnbution, Reynolds Metals Co.
on, Mr, Stevens lays difficulties of- most countries to de-’
eir goveraments and currencies. Blames exchange regula- .
tions, which require the sale of dollars at half their value or less, for.creating dollar. scarclty and says

i Asserhng so—called dollar shortage is a de
! ficiency of productlon and te lack of faith in

By MACKENZIE STEVENS*

monetary mismanagement in Europe is disguised as “dollar shortage.

s elgl aid program and end of the “Uncle Sap” policy of giving out goods and credits: without getting

in excbange other goods and services.

We recognize the difficulties under Wthh our frlends acr;os§ the sea are laboring. We
We are the greatest single source of machin-
ery, equipment, capltal and teehnical know-how in the world today; and we want to make
these .. ;

sympathize with them in these. difficulties. -

re-.-.
sources avail=~

construe-
tion of war
de vias'=
tated areas of
the world. But

mentality - is
this that takes .|
it: for” granted |
that these bil-
liens of -dol-
lars worth of"
our | products
must be gifts,
grants, or un-

Mackenzie Stevens

lrepayable

loans? ~ Shades' of our * Yankee
forefathers' Why must we alone

Trading Markets in

_'American-La France
: Dictaphone
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*An address by Mr. Stevens be—

‘fore the Export Managers” Club

of New York, New York CltY,
Sept. 9, 1947.
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Urges more realism in our for-

.among the nations always glve_

away . what we have? Why not

| trade?

America today is troubled with
a. very dangerous and very . un-

Jusual malady. ‘It is a_mental con-

dition which can best be described
as| “Checkitis.” - The ‘'most char-
acteristic symptom of this mental
disease is the blind delusion that
everything that’s wrong with the
warld _can be fixed up by the
sivhple ‘devise of writing a' check
to isomebody.

i After the previous World Wal
we wrote checks for loans by the
billions of dollars for reconstruc=
tion -of ‘Europe. -We provided no

practical methods -to receive .re-,
{the problem of European recon-

payment, however, and in fact we
made repayment in goods doubly
difficult through high tariffs. Our
deptors, glad of any excuse ta do
so; repudiated these billions of re-
censtruction loans under the guise
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| Canadian Industrials

| Canadian Banks
Canadian Mines
Canadian Utilities

Canadian Securities
Department

United Kingdom 4 % '90
Rhodesian Selection

© Gaumont-British

' Scophony, Ltd.

British Securities
Department

GoopBoODY & Co.

Members N. Y. Stock Exchange and Other Principal Exdmnges

" 115 BROADWAY

70.P ST, N.Y.5' ' 'WHitehall 4-4970
: ™ ‘Teletype NY 1-609

.

ok A T L TR Sy
.

Rivitized for FRASER
gocerstlouisfed.org/

Telephone BArclny 7-0100 -

| tribution of his wages after a lpng

of , “war debts,” and we. swore
wed never make that mlstake
agdin.’

But since this last war we've
been doing exactly the same thing
alli over again. We've passed out
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some $15 billions since the war

A}

with. very. little more .considera-
tiohi of the realities of sound busi-
ness - and .. economics: -than ' a
drunken sailor gives-to. the dis-|

voyage.” .Yet the countrles we've
tried to help seem to be in no bet-
ter. condition - than they were. a
year ago. Will we never learn?

The Marshall‘ Plan Appreach -
The Marshall Plan approach to

struction is by far the most states-
man-like development thus .far,
inasmuch as we insist that these
countries shall ‘get together and
(Continued on page 32)
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accumulate stocks pxjoﬁtably.'

time to cast
away.” Ec-
clesiastes . III.

il This was.true
#% in the time' of
‘David  and
just as true
“today for
those who
‘trade in’ the
" stock market.
The young
Joseph under-
stood this
when heinter-
preted Phar-
aoh’s dream.

) The seven
lean cows eating up the seven fat
cows were simply what we now
call the cycle theory of boom and
depression. Every ' businessman
knows only.too well that the bad
years will eat up the good years
and that there are times when al-
most any stock you buy will show
a profit ‘and other times when no
stocks at all seem to .be. able to
rise. Therefore, successful buying

Col. Herbert G. King

. |is primarily a question of timing.

1t all depends upon when you buy
and when you sell.

I well remember the late
Dwight W, Morrow explaining to
a friend how one: could lose
money in the stock -market. He
said, “You .can lose by being
wrong on the market and also
by being right too soon.” How
true that is. Many of us have seen
traders who took a position in a
stock with a firm determination
to carry it until the desired end
had been attained. Their infor-
mation  was correct and that
which they anticipated eventually
happened but alas they ' had
bought too soon. Some unforseen
accident occurred which scared
them out of their position - or
wiped them out. Then the stock
got away from them and they
never could, get back and they
missed the move entirely when it
did come. How Dbitter it is to be
right too soon. . ;

Floor traders are undoubtedly
the smartest men in the business
and their success dyepends upon
taking advantage of the time ele-
ment. To them the time element

“There is a time for war and a time for peace, 2 i8¢ ne
to plant and a time to “pluck ‘up that which is planted, a time to
' keep and a®-

By COL. HERBERT G. KING
. . Member, New York Stock Exchange - ;o
* Col. King points out importance of time element’in‘ stock ‘market
operations.  Calls attention to work of floor traders and concludes
irregularity in present market gives investor ample_opportunity to

| 'Stock Market T “““‘9

there is a time

is really the trend .of the market
and they: always play ‘with .the
trend. Shrewd traders like Jimmy
Seligman, John Coleman, Emil
Roth, . Leeds and Johnson, and

| Eddie Stern, seern to have a sixth

sense that keeps them’ right’ with
the trend. "It is fascinating . to
watch these men ‘work :for they
always seem’ to anticipate the un-
expected.: Fluctuations are gov-
erned by the law of supply and

demend and these short pull trad- |

ers attempt to coincide their trad-
ing with  the = proper timing:
Events at close range are - their
main concern. ' i

The other type of floor trader

is the one who' is mainly - con-

cerned with the long pull. These
are the men who make the great
fortuntes on the Exchange. Men
like Al Caspary, Eddie Bruns and
Sidney Rhinestein who are among
the most outstanding at the pres-

 ent time, are primarily interested

in the economic cycle the country
is passing through and the world
situation. Daily fluctuations are
of no consequence to them. They
are mainly concerned with the
right time to buy and then stay-
ing with the trend wuntil it
changes.

Since the time element is such

an important factor in stock mar-
ket operations, the natural ques-
tion is “What -about the present
as a time ot buy stocks?” -In-my
opinion this is the time to buy.
The present market is passing
through a period of irregularity
that gives the investor ample op-
portunity to accumulate his stocks.
Every time there is a’ sell-off,
those who have funds should pick
up some good stocks and put them
away for the long pull. The big
move in the market has.not yet
come. This country is in for some
very prosperous times and the
bull market of 1948 to 1950 will
bring huge profits to those shrewd
investors who have timed their
purchases so that they may bene-
fit from the rise. Today’s wise
purchases should prove to be very
profitable, indeed. )

.
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~ BUSINESS BUZZ

“The way he kept holding it, | knew sooner or later he'd
swallow it!"”

Exports and Business Outlook

Hugh W. Long & Co., sponsors of Mutual Funds, hold a decline
in our exports would not be unfavorable. Says giving away our
goods subtracts from our prosperity.

It is a mistake, in our judgment, to conclude that the high level

of exports has added to our real

prosperity and that a decline in

exports at this time would be un-9

favorable. We believe that the
sharp rise in exports during the
first half of this year did our
economy a great deal of harm. A
decline in exports to more reason-
able" levels should: not depress
business.... - o X o

It is true that the rise in ex-]
ports required more people to
produce goods for export and that
their incomes were spent on what
was left at home. It is also true
that because of the shipment of
agricultural products abroad,
farmers obtained . higher prices
and that they too had more in-
come and greater spending power.

Such “truths” have aroused fear
that a decline in exports will
eliminate a “prop”.from under our
economy and contribute to a busi-
ness recession. But this is looking
at only one side of the economic
house in which we live, The high
level of exports has accentuated a
shortage of many products and

- Correction -
Interest Rate Possibilities

In the “Chronicle” of Au-
gust 21 (page 4), under the
.above caption, we carried the

_text of a speech made by Mr..
"Sigurd R. Wendin, President;:
Heber-Fugin-Wendin “Inc. of !
Detroit; and ‘due ‘to’ a-typo

. graphical® error. in~thé 'sum
was stated ‘that Mr. Wendin
had said, among other things,
that it is foolish to hold. the
government is powerful
enough to dominate the:
money market. This -should :
have read that it is foolish to

.powerful enough to dominate
the money market. -The .
S :‘Chromcle,”'of'course, regrets !

mary preceding- the- same it ‘| illiof, ‘ .
| and glfts already .appropriate'd'

hold the- governmeént. is NOT" |

thus has added to inflationary
pressures. It has contributed
greatly to-the current high price
level of food and clothing, which
in turn has affected wage rates.
We might have avoided the unfor-

| tunate 1947 xotnd of wage in--

creases if prices had declined fur-
ther, as appeared possible a year
ago, before the bulge in exports
was experienced. It is not too
much to say that the longer-term
stability of our economy may de~
pend upon a proper adjustment in
prices—an adjustment which may
not be possible except with a
xtnoge reasonable balance in export
rade.

Giving away goods is not essen-
tial to our prosperity. To the con-
trary, it: subtracts from our real
prosperity. Payment must be
made either by high taxes or ad-
ditional - government borrowing.
High taxes are bad. They reduce
the consumer’s income and ability
to,spend. They are reflected .in
high prices and disturb the flow
of - business funds into necessary

| capital improvements and expan-

sion. Government borrowings .for
such. purposes are no better, :They
intensify . the . inflationary spiral.
In effect, sueh  borrowings; are
little more than indirect taxation
LANYWAY -t 0 D T dhl
“FEarlier this year,. it was:est~"
mated by the government tha

v 1947: would ' dmount to
n.and, im ;!3
$7 b sidering. t s
-and -possible financing: through °
the International’Bank ‘and 'tge
 International ‘Monetary Fund, it
was believed that an. estimated
export balance of about $5 billion -
could - be -financed by -drawing .
down ‘not more-than $1 billion bf
foreign; gqld and ‘dollar reserves. -
These were estimated at the beé-

(Continued on page 8).

| ginning of ¢ the ‘yeat:'to_ exceed - .
$20- ‘billion, - But.Limports." have
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Observations . . . .
== = By A. WILFRED MAY

THE BRITISH ATTACK ON FORT KNOX

.."Whatever.deep home front strategy‘ may have motivated British
Foreign Secretary Bevin’s call for “redistribution” of our Kentucky
gold store, his simply expressed dream has performed a signal service
for America in enabling our public now to understand the cold

: = reahties of our past and present international

financing activities. . o i i
L Mr. Bevin’s fairy tale to his people with its
© “moral” that -getting their hands. on. rich.and

. greedy Uncle. Sam’s -yellow metal” would help
. solve the world’s economic crisis not only makes
.- clear to the American layman the true implica-

. tions of our. gold dealings during the past decade,

but also strips the trappings which have obscured
- the real nature.of our financial operations since
- the First World War, - " .

: - For the Britisher’s bland demand for the de-

" votion of our Fort Knox gold for “world revival”,
- is immediately recognized by the veriest tyro as
entailing the gift or subsidy process on our part.
And thus-he also realizes that the First World

War's debt process, and our private investors’

large-scale buying of foreign bonds during the
i following' decade, constituted the indispensable
mechanics for subsidizing our foreign trade. Hitherto difficult of ex-
planation by our economists, the actual subsidization involved in our
past gold policy has now been made quite clear by Mr, Bevin.

; Our public. now realizes that our gold buying of the nineteen-
thirties, as has been often pointed out by this columnist and others,
was but another round in a poker game where a winning player con-
stantly gives back the chips to the losers, to keep the game going.
Our people, in addition to the technicians, now understand more
fully that in 1934, in raising its buying price for the gold “chips” to
$35 an ounce, this country was increasing its subsidizing service
by 70%. At this rate. for gold we gave 4.9 millions of dollars to
the United Kingdom, approximately the same amount to Canada,
$924 million to South Africa, $348 million to Australia, and $403
million to India, which dollars-have been used as the chips in ex-
change for acquiring our real wealth in the form of equivalent goods
and services. Now Mr. Bevin wants to repeat this process all over
again, and have England and other foreign countries be given the
privilege of taking the Fort Knox gold, then sending it back to us
for twenty-one billions of dollars, and with these dollars in turn
acquiring their counterpart in our goods, This would be even more
injurious than other devices used for giving away our goods, for
such stripping from the Reserve Banks of their reserves against
their notes would utterly destroy the value of our country’s money
and credit. But Mr. Bevin’s suggestion furnishes the great benefit
for our public’s thinking in making it clear. that, although he took
. the precauticn of asking for gold and not dollars, such double and
triple buyirg of ,gold as well as our other devices of international
transactions have been merely camouflage for covering up foreigners’
ever-continuing. import surpluses. . After Mr. Bevin’s. reductio ad
absurdum Americans can determine future policy with realism, in-
¢luding the amount of our patrimony we -can afford to give away.
Mr. Bevin’s epochal proposal has served a useful purpose also
in further enlightening the American public about the basic philos-
ophy of Britain’s current Labor Government. - It reflects on an inter-
national 'scale a -combined philosophy of ‘socialistic sharing-the-
wealth and purchasing power nostrums with collectivist barter eco-
nomics. ‘It extends from the national to the international scale the
Bocialist government’s past overemphasis . of .purchasing power: in
lieu of production of wealth. e ) e '

" The acvancement of such’ a proposal (from one friendly ration
to .another) and the illiteracy.of its fcrm are closely - consistent with
ihe basic misconceptions of the Labor Government on its home front.
Witness the considered testiniony, not of its political opponents, but
of “The Economist” of London, a respected authority which for many
months sympathetically. supported the Labor Government. Under
the caption “A Curse on the Tinker,” that authoritative journal
bitterly reports that “it is by now clear that the Socialist Ministers
never had but one idea. They have been so obsessed with getting
hold of the controls of the national economy, with seizing power,
thay they.have.never' stopped to think what they are going to do
with it.” And the same authority after referring to Food Minister
Strachey’s regulations as “soothing syrup,” asks why there still is so
much unwillingness to face the facts. i E )

- An all-important. defect in the Labor Government’s operations is
their half-way nature. For example, although the government has
seen fit to bite off a large chunk of planning, it has fallen woefully
short in directing such activities as capital expenditure and the pro-
duction of goods and services . in pursuance to the.national need.
So, as is the case with all Socialist movements, the British planners
have unwittingly maneuvered their economy into a condition half-
lave and half-free—indicating there, as well as in Mr. Bevin’s mone-

i

. A. Wiltred May

ary fantasies, that it is far on the road to its eventual collectivization, |

“both at home and abroad.
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Since the close of the war the question that has been of imrr‘xedi—
ate concern to all has been and continues to be just how long busiaess
aciivity will be maintained at a level that will promote the best
interests of the country as a whole, . . . - S

- ‘In‘an appraisal of the future outlook, the September issue of
“Business Comment,” a monthly bulletin of The Northern :I‘r}xst Com-
pany of Chicago, observes that the dominant characteristic of the
present situation is that we are in the upper phase of a durable goods
cycle that appears to have some distance yet to run. Developing its
observation, it notes that consumer expenditures on durable goods
are increasing and would be higher if more automobiles gnd other
items were available. - . :

The. source.of this high demand it finds arises not. only from
pent-up replacement .needs, but ‘also from a mass of new buyers
whose. purchasing power is greater than before the' war and who are
advancing their. material standard of living. 4 o

A good many people, says the “Comment,” are better off than
before the war, while others are worse off with the average on the
favorable side. Quoting the President’s midyear economic report it
points out that the figures show' in the forepart of this year per
capita income, after taxes and after allowance for the rise in the
cost of living, was 45% higher than the 1935-39 average and over
30% higher than in 1940, Determining -the reason for the rise, it
notes that a greater portion of the total population is at work and
in some lines, particularly that of agriculture, output per worker has
risen substantially..

The potent effect ‘of this rise in real income.in expanding the
markets for all kinds of goods, but particularly for those characteris-
tically associated with a higher standard of living, including better
houses, may have been  underestimated, the bulletin ‘asserts. In
peacetime the attainment of a higher living standard proceeds
gradually year after year. During the war many of the goods that
would have been in greater demand as a result of this were not
produced, at the same time that the ability to buy in larger quantily
was apparently increasing. This means that several years’ increment
in° demand is concentrated on the market now. A recession should
not be initiated here until markets begin to be saturated again
relative to buying power. Difficulty in marketing certain makes of
a line of goods should not be confused, the bulletin warns, with a
catching up of supply with demand for. all makes, which generally
has proved not to be true as yet. High prices, which are often cited

wages; lower prices would without question increase the demand,
but unless labor, plant and materials are available or costs reduced,
an -increased supply might not be forthcoming. Should supply begia
to outrun ‘demand; then price reductions would be salutary.

The other strong element in the domestic demand for:goods: and
labor, saysthe bulletin, is that from: business itself. Deferred replace-
ment needs are reinforced by expansion programs to meet new market
potentials. In some industries, such as the petroleum, electric power
and telephone, these programs are projected with a considerable
degree of certainty for some years ahead, while in others, the outlook
is' much less clear,: . PR T s ;

Total . industrial .output the past week showed a slight advance
above the level -of the preceding week. As for employment and
payrolls; they continued steady at a high level. In fact, total civilian
employment was reported to have surpassed all war and post-war
records, but in the previous week the number of layoffs in some
industries rose in ‘scattered- areas,

A disquieting piece of news at the close of the week was the
report that railroad officials fear a coal shortage this winter due
to a lack of 18,000 cars needed to transport coal. This compared
with a shortage at this time last year of 14,000 cars. This news
followed a petition of the country’s railroads to ICC in which they
seek freight increases averaging 26.8% and supplants the one filed pn
July 3, last, whena:16% average boost was sought. The carriers
on Tuesday of this week: were to seek permission of -the ICC to
put a temporary 10% increase into effect immediately.

In acurrent forecast of demand for crude oil in September, 1947,
the Bureau of Mines, U. S. Department of Interior, estimates the
amount needed will total 5,220,000 barrels daily. The.forecast in-
cludes estimates of total gasoline demand of 73.0 million barrels,
a yield of gasoline from crude oil of 41.5%, and total crude runs to
stills of 5,180,000 barrels daily.

" The output: of industrial machinery and oil field equipment
'showed some slight improvement, while: farm machinery and supplies
continued to be produced in limited guantities, Layoffs in some

(Continued on page 29)

as a hindrance to massg buying, must be appraised in relation to high.
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The Business Outlook

. By Q. FORREST WALKER*
Economist, R. H. Macy & Co., Inc,

Leadmg retail economist cautions against expectation of tontinuous expandmg businéss. _Warns of
customer resistance to rising prices, and ascribes heavy retail selling to extensive use of past savmgs
Contends . present forces leading to high: business activity are tem-

and expansion of consumer credit.
porary, and advocates better balanced inventories, improved | sales “turnover, and restricted forwarcl L

commntments.

‘Probably there is no sub]ect of greater immediate interest to the merchant than. the out-
We are now in'the ninth year of expanding retail trade. .
-long period of sales expansxon that culminated in 1929, we have seldom had such an ex-

Jook for business.

‘tended period

tof uninter-

;rupted growth

in sales vol-

ume. In 1938,

total retail
~sales were

about $38 bil~

lions; and in

1946, they

were about

$96'7 billions. .

Some further

increase will

doubtless be ’
realized m " -
1947, Q. Forrest Walker

. We cannot

wisely as-

sume that some new formula has'
- been invented that guarantees a
continuing upward trend without|
any mterruptlon Both h1stor1cal
experience and ' common sense
deny any such possibility. This,
long period of rising sales should;
not blind us to the likelihood of,
some adverse change in this trend.|
It should prompt us to operate
more cautiously and think more|
deeply about current problems.

¢ *An address by Mr. Walker at:
" the ‘Annual Meeting of the New,
York State Council of Retail Mer- |
ghants_. Lake George, N. Y., Sept.
, 1947, .
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|| PROPOSED- AMENDMENTS

i The tlmlng of 1mpend1ng ‘eco-
| nomic changes is always difficult
| because complex economic de-~
| velopments can ‘seldom ‘be pre-
| cisely scheduled; but if we can
| grasp - the nature of the hazards
| we -face, we can prepare for. the
| eventualities.
| generally catch businessmen " un-

Economic ' storms

prepared.

" Postwar Maladjustm_ent;
We know that all great postwar

replacement booms - are followed
= by corrective readjustments
| greater or lesser severity.. They
J occur because the boom perpetu-
ates wartime maladjustments and

of

creates new maladjustments in
production, costs and prices, Cor-
rections ‘are required.to establish
a new basis of -confidence for fur-
ther. expansion,

There is no great mystery about
the causes. of these various mal-
adjustments. Replacement de-
mands vary greatly in -urgency
and magnitude. Some are im-
mediate; others are .capable of
postponement Some can be .met
quickly; . others require long
periods before they:are satisfied,
Some can be supplied' by manufac-
ture; others depend on the bounty
of nature During the period of

_shortage or high demand, each

economic group strives to get its

{ share, or more than its share. Old
{cost structures  cannot be main-

tained. They are replaced by new
and  frequently very burdensome
cost structures that can. only be
maintained by boom volumes of
production and trade. Prices rise
unevenly, and the relations be-
tween and among prices. become
gravely distorted.

Ultimately, the people who hold
the purse strings refuse to. buy or
are unable to buy at the prevailing
prices, or buy sparingly because
of lack of confidence in ‘prices,
Customer resistance grows. Lower
prices and better values are de-
manded.- Soon, production flows
faster than it can be sold at the
old prices. Stocks begin to ac-
cumulate. -Prices begin to -weaken

PHILADELPHIA

Eastern Corporation
Colorado Milling & Elevator Co.
. Beryllium Corp.

. Datd on Request

BUCKLEY BROTHERS

Members New York, Philadelphia and
Les Angeles Stock Ezchanges )

17 LAlso Member of:

New York Curb Ezchauge
1420 Walnut Street,. Philadelphia 2 .
New York Los Angeles |
Pittsburgh, Pa. Hagerstown,g Md.
N.Y. Teleplume-—WHmﬂnlla 7253

Private Wire System between “

Philadelphia, New York and Los Angeles |1

here and there. They spread over || |
a widening field. Both reasonable| "

and unreasonable prices are af-
fected.. Production declines. Un-
employment rises.

If voluntary corrections do not ‘

ease the price situation, the eco-
nomic disturbance grows' worse
and becomes what economists call
a “recession’”; and the ‘“recession”

may blossom - into a full-fledged
depression. When the corrections
have proceeded far enough, con-
fidence revives and business again
starts on the upgrade. This process
of expansion and contraction does,
not proceed smoothly without in-|
terruption. It is usually marked
by intermittent waves of confi-
dence and apprehension and much/
confusion arising out of the con-|
flict of * opinion, informed andj
otherwise, on the state of. our
economic health. In a rough way, |
this describes the typical postwar:
boom and its correction. There is]|
now scant reason to believe that
the broad pattern here sketched |
has ‘been supplanted by a new;
pattern of economic behavior.

Appraisal of Present Boom

With this background, it is per-
tinent to attempt some- appraisal
of the. current replacement boom.
The Federal Reserve index of in-
dustrial production measures
changes in physical production.
This index dropped from 236 in
February, 1945, to 152 in Feb-
ruary, 1946. Wlth some inter-
ruptions, it rose rapidly in sub-
sequent months and reached 190
in Mareh. It has since receded:to
183 in June. A¥ current levels, the
index is about 80%. above the
1937-39 annual average.. During
1947, the monthly changes have
been small and there is some in-
dication of a slightly declining
trend. The plateau-like 'formation
of the curve of production. this
year suggests that' we have
reached the peak of the replace-
ment boom in production.

There are several more or less

(Continued on page. 37)
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Wall Street Is

Mlsunderslood

By JULIAN G. BUCKLEY

Mr." Buckley, in calling attention

to unwarranted. abtacks on Wall

" Street for political purposes, recommends as antidotes: (1) increase
of public’s personal interest in Wall Street; (2) publicize ‘activities
of large banks; (3) elucidate functions of underwriting - houses;

" and: (4) descnbe fanctions - of

commission brokers.. Urges all

segments of -securities mdustry take concerted action to combat ;

false propaganda.

. The’recent death of Senator-elect Theodore G Bilbo brmgs to
mind hls many. references to the farmer as the “vmtlm” of Wall Street

It was not sc®
much ‘that
. Senator Bilbo
cared for the
‘farmer and
' hated Wall
‘Street, but he
.knew . per-
Cfectly well
‘that it would
rouse the
natural
jealousy of
poor men
against the
rich, In like
‘manner in
" May, 1947,
William Z.
Foster, natlonal Chairman of the
Commumst Party, in commenting
on the Truman Doctrine, is quoted
as saying that “the people of Eu-
rope did not throw off Hitler in
order to submit to the shackles
of ‘Wall Street.” Foster also un-
doubtedly knew such a statement
was” absurd but he also knew it
would stir. up the feelings of the
people. Also in May, 1947 Repre-
sentative Sabath of Illinois told
the House ‘that “outrageous and
crooked dealings” ‘are going on in
Wall Street. One could go back by

Julian G. Buckley L

months and ‘years -and pick out.

remarks and slanders about Wall
Street. Even' the late :President

Franklin :Delano Roosevelt was
not above stirring up his listeners

against Wall Street bankers.

Now, when the average Wall
Street baker or broker reads such
remarks, heé is inclined to shrug
his shoulders and mutter some-
thing about rabble rousing crack-
pots. His natural reactien is that
because he sees through the re-
marks of these people he thinks
the regr of the country will also
see the shallowness of their com-
ments.

However, this is not the case. The
late Joseph Goebbels, Chief of
German propaganda, too clearly
demonstrated: “Repeat a lie
enough -and it will -become the
truth.” A great many people not
only do not understand Wall
Street but think it an evil place
filled with robbers of widows’

‘| savings. For example, the writer

had occasion to talk with a re-
tired colonel with a West Point
background. This colonel. asked
how many brokers had a college
education. When told that a good

many ‘were not-holders of a col-

lege degree, the colonel burst out
with these words: “It seems dis-
graceful that-the finances of the
country should be in the hands of
uneducated-men.”. This colonel is

not an isolated case.-The -activities
of Wall _'Street*‘simply are. not’
known. It is true the ‘Stock Ex~

change is trying to get their story

| over-to the:public. These efforts’
{} | are “excellent and should be en-
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| couraged, but the Stock: Exchangz
is -only one - segment - of Wall
Street, Financially, compared with

It is-suggested, therefore "that
the commercial banks, the large
underwriting houses and even the
small ones, the Stock Exchange,
the security dealers, efc., 'pook
their - effort$ to get. their story
over to the publlc

Here .are some of the points
which might be driven home, .

(1.) Increase the personal in-
terest in Wall-Street—1It should be
recognized at the start that in ex-
plaining Wall Street too many

figures should be avoided. In
general the public does not under-

the other segments, it is relatively
| poor.

stand ‘and "is not interested m
figurés. It is interested in per-
sonalities. One has only to recall
what heroes the' public made of
the late J. P, Morgan, the elder,
and the late ‘George F. Baker. The
press for years -carried . stories
about these mien which the publi¢
ate up. They - boasted to their
children about .them and held
them up as examples. Perhaps, the
chief reason the public liked these
men was because of their inherent
courage and the fact that they did
not bow down befere the. dictates
of anybody but forged ahead to
obtain their objectives: Today, the
public hears of no banker or
broker who has the courage of
those late titans. Perhaps it id
impossible to produce such men,
but there are many men active in
Wall Street whose careers might
be played. up. We might name
James G. Blaine, President of the
Marine Midland Trust Company;
Harvey D.: Gibson, President of
the Manufacturers Trust Com=
pany; Christopher 'J.. Devine of
C. J. Devine & Company, and

"Allan M. Pope of the First Boston

Corporation. Not only should the
so-called “big shots” be described
but also the margin-clerks, the
telephone boys and the registered
representatives (customers’ men)
should have storles written about -
them,

(2.) The Activities of the- Large
Banks Should be Described —
This might include -a detailed,
description of their personal loan
activities. Here. again too many °
figures shculd be .avoided but the
attempts of banks to bring down
the cost of personal loans should
be stressed. The method of han<
dling and treatment of the appli=
cants might be described in detail
with pictures. s

The' activities -of the Trust De-
partment, particularly in regard
to small trust funds could be
described. Community trust funds
might also be discussed.

In addition, other personal serv«
ices, such as free investment ad<
vice, etc.,, could be described. A
very interesting article was re<
cently written on the State Street
Trust Company of Boston, Mas-
sachusetts, in one of the leading
periodicals. -In other words . it
should be shown that the big
banks, the so-called -Wall Street
banks, are not greedy giants, but
large public service organizations
run in an efficient and profltable
manner.

- As.a result.of this pubhclty the
effects -of .the remarks of the
rabble. rousers might not. only be
reduced but the banks might ob=
tain considerably more .business
as a result. of their activities being
better known. One or two banks’
are attempting to advertise on thé
radio but’ their efforts are still
not very effective as far’ as: sell«
ing the public ' Wall Street is con<
cernéd. i

(3.) The Functions of the Large
‘Underwriting - Horuses Should  be'
Explained —= This would reqmre
considerable skill since their ‘op=
erations., are highly. .technical,
However, _ pictorial .. illustrations
might 'show how a company bor='
rows money from these underwrit«
ing houses, enabling the company

x v

-1 toexpand plant. facilities and in<'

crease employment. On the other
side, detailed explanation could

be given of their distribution of
securities, -not only to ‘the publig
(Continued on page 33). _{
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The '.Eise’nhowef Boom

By CARLISLE BARGERON

Commenting on attention given to the “Eisenhower Boom,” Mr.

Bargeron points out his choice by Republicans seems unlikely in

view of his participation inthe-Yalta, Teheran and Potsdam Agree-.
. ments, and his advancement both by Roosevelt and Truman. Sees
| Taft as likely Republican candidate.

WASHINGTON, D. C:—There

hower Presidential boom than meets the naked eye,

is getting to be more to the Eisen-
It has enjoyed

an unusual
persistency all
-along and just
now is close
to the front of
the Washing-
ton specula-
tive stage.
Part of this is
due to the
fact that the
Washington -
correspond -
ents have ‘a
hard time’
finding any-
thing to write
about with
Congress not : s
in session, but also to the fact that
some pretty stubborn forces are

Carlisle Bargeron

" s determined to keep the name of

the general to the fore. . :
There is no longer any doub
that the hope is to get him on the
Republican ticket. And the pur-
pose among the master mindq is
once again to keep foreign affairs,
or our international policy over

the past several years, out of the|:

campaign: - - o o

. This ‘'was the  strategy behind
the ‘sensational build-up of Wen-
dell Willkie in 1940. Eastern Re~
publicaninfluences had a horror

‘of ‘that - campaign- being ' fought

over the paramount issue ‘of ‘in-
tervention. Taft’and Dewey were
" both looked upon ‘as isolationists;
* and it is this writer’'s .humble
opinion that had Taft been nomi-
nated he would have made" such
a clear cut issue on this that he
- would have.won and-we . would
not have. entered. the war.. How-

" ever; that’s-water over the dam.

. -~ The rapidly developing division
in the country now .is between the
global thinkers who figure we
should be unstinted in our aid to
Europe and those, rather inarticu-

late as yet, who are getting plenty |

fed up with the whole business.
One has only te make a trip across
the country as this writer has re-
- cently done, to realize there are
a lot of these latter and that their
numbers are increasing,

This division is being reflected
in the agitation for an extra ses-
sion of Congress and Republican
resistance to it. Men like Taft feel
that an ektra session, sitting in
the emergency atmosphere that
now prevails, would be stampeded
into giving more billions to Eu-
rope. There is the inevitable hope
that delay will lessen the agita-
tion, if not the urgency, and that,
at least, the mounting but in-
choate opposition to ‘the global
thinkers will have had a chance
to express. itself.. The. global
‘thinkers naturally want ‘' action
now.

_Manifestly, if Eisenhower were

to be the Republican nominee the

convinced that the real manipu-
lators of the boom are not acting
in good faith with the Republican

{ party. Their sole concern is their

global madness.

To 'the extent that they are
business men or industrialists or

1 | tinancial ‘influences; that.is, con-

servatives and looked upon as the
pillars of the American free en-
terprise system, they are playing
with fire.' % ey
There is too much feeling
among them that it would be’ all
right if Truman were to win
again, He’s o.k. He has shown he
is just a plain American with all
of our_American virtues, -
They overlook entirely that a
Truman victory would again put
the CIO in a dominant political
position. They are- in the dold-
rums now and their effectiveness
has been largely. destroyed.. And
you may say that Truman has
done little or nothing to prevent
their slump.” . . f
But the- situation: would be: en-
tirely different were he elected;in
'48.: We have such of his conserv-
ative advisers as John W. Snyder
to thank.for Truman’s not letting
the 'CIO run hog wild as. it did
under Roosevelt, along "with; a
predominantly conservative Con-
‘gress: - b :.. . . ¥
" All along, however, the “school
around him headed by. Bob Han-
main in office he had to play- ball
with the radicals. And if he should
be returned in 48 it will be these
forces that returned him.'-He will
realize ‘that.. The  radicals will
rule the roost, Truman’s homely
virtues -and ' plain . Americanism
notwithstanding. What he is above
everything' else is a politician,
In the meantime, it is doubtful
if the labor leaders who are dar-
ing the Republicans to nominate
Taft are doing his a bad turn. The
fact remains that it' was his skill
that got through Congress a kluill
manifestly wanted by the . over-
whelmingly - -majority of the
American people. If this had not
been the case it would not have
been passed over Truman’s veto.
As time moves on it may be-
hoove the Republicans to accept
Bill Green’s ‘and Phil Murray’s
dare.. That, in fact, would seem to
be,the legical thing to do.

Satler Heads Municipal

PITTSBURGH, . PA.—Frank | L.
Satler, Jr.. has’ been appointed

Roosevelt-Truman conduct of our |- . .

international relations - with 'all |
. the:mess. that has-been.brought|.
- ..-.about, would-be completely elim-| . -

inated ' from ' the campaign. Be-
cause Eisenhower has been a part
‘of that conduct. Can you imagine
his criticising the Yalta, the Tehe-
' ran, the Potsdam agreements,. any |

"' of 'the shenanigans that took

place?

To me,:in fact, the boom in his
+ behalf seems fantastic from most
any angle. Can you imagine his
" criticizing. the Truman or Roose-
veltadministrations on any
ground?’ It was Roosevelt who
gave him his chance for fame, and
Truman - continued to advance
him,

There are any number of en-
thusiastic admirers; of the gen-
eral, of’ course, who, would like
to see him President. But' I am

Frank L. Satler, Jr.

manager of the municipal dei)aft-
ment of Moors, Leonard & Lynch,

Union Trust Building, members of | -

the - New York and Pittsburgh

Stock ' Exchanges. - He has been
with the firm for some time,

negan have.insisted that to fe«

Dept. of Moore, Leonard

Farm Cash Income at

By I. W. DUGGAN* -

I Time High, but Valnerabe

- Governor, Farm Credit Administration

Agriculture official waims éxport decline would entail prompt recession.
which last year exceeded 1920 peaks.

. Yise in land prices,
Administration.

.. Nearly nine months have
Administration districts have

Some of the problemis confronting ‘us then
. Agri-y

place.
- culture has
continued * in
an unusually
favorable po-
sition. :
* A notable
accomplish-
‘ment was the
repayment of
the last of the
Government
' capital by the]
. Federal Land
“ Bank™ ‘of St.
Paul - leaving
the land bank

1. ‘W, Duggan system en-

tirely farmer-
borrower -owned through the na-
tional farm loan associations. The
year brought to 12 the production
credit’ associations in the ranks: of
farmer-owned, with the total gav-
ernment capital in all associations
being -substantially reduced. 'In
the year,- new peaks-in ‘loan vol-
ume - were reached by-the PCA’s
and ‘the -banks - for- cooperatives
with' the-Federal land - banks- up-
ping . their-loan volume -consider-
ably: over ‘the, previous- year. | It
also ;saw  the - expiration of - the
_right “to-.make- Land. Bank Com-
missioner- loans leaving the field
for the land banks with' their 65%
loan, * *- o o 07 - s
. ‘The system is operating with a
much -smaller- personnel. - At the
peak - the -land_banks had '13,000
employees; today-they -have less
than 2,000. While a larger number
of-employees was needed when the

banks: were. making a tremendous |J

volume of .loans in the 1930’s, it is
true; but-today.they have:a better
trained: personnel, - many of their
employees having- been with the
banks for 15 years or more. In the
other units; - while .declines -have
not been so outstanding neverthe-
less their forces: are' considerably

less, Despite these reductions, the

district institutions; - the national
farm loan associations, and the
production - credit associations, -all
are efficiently managed.- .
While the outstanding loans of
the Federal land banks again de-
creased during the year, there is
indication that this trend is slow-
ing down, This is evidenced by a
decline in the rate of repayment
on loans to new loans made. In
the year ended June 30, 1947,
farmers repaid $1.62 for each dol-
lar of new loans made; this com-
pares with $1.81 for the previous
year; and $3.11 for the year ended
June 30, 1845. Federal land bank
and Commissioner loans made in
the year totaled more than $150

“*Remarks by Mr. Duggan at the
conference of Directors of the 12
Farm Credit Association Districts,
San Francisco, Calif., Sept. 1, 1947.

* United States Government
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R.W. Presspricha Co.
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Predicts halt in five-year

Praises constructive work of Farm Credit

elapsed since the boards of directors of the‘ 12 Farm Credit -
met, These months have brought changes in the system. !

have disappeared; others have taken their

million which was $15 million
more than the previous year. The
number of loans was 4,471 greater
than the year ended June 30, 1946,
. Despite the large volume of new
loans the percentage of land bank
business - to .total recordings was
slightly lower than®the previous

the mortgage loans made by other
lenders increased at a faster rate
than those made by the land
banks. -

Land Prices Increased Last Year
_Farm land prices generally con-
tinued to ‘increase last year and
In many states exceeded the peaks
reached in the boom of 1920, Yet, ]
an encouraging sign at June 30
‘was that farm real estate prices
over a part of .the United States
seemed to have completed . their
5-year steady advdnce and to have
either. halted or- turned down
slightly 'in the last six months.
Exceptions: to 'this* are found in
the wheat belt in the Middle West
and. in' the range “livestock terri-
tory where prices are still increas-
ing. ;
. Despite this slackening in farm
real estate prices farm land in the
year ended - March, -1947,- was
changing hands at 3 higher rate
than -at any

tif and East’North Centfal groups
of states where there was also
Some leveling off ‘iri land " values
du{in«f "the - four months. prior. to
July. 1L.ooo.o0oo0

. Farmers and ranchers who deem
it, wise.to purchase farm-land at
‘the present high values will feel
safer if they have a large equity
in their properties,. Present val-

current earnings rather than prob-
able earnings over a-long period.
As you all know, it usually takes
years -to pay for a farm out'of
earnings-and if it is heavily mort-
gaged now it may be difficult to

income decline materially.

Right now, the same as for a
few years past, farm commodity
prices are influenced greatly by
the exceedingly heavy foreign de-

MR. JOSEPH

(formerly with

year due largely to the fact that|

revious. time. De-|
creases’ in salés occurred in the|
East Soyth Central, South Atlan-

ues to a very large extent reflect |

pay off the mortgage should farm |

mand. ' As a result, farm business :
is good—perhaps better than it
ever has been—from the stand-
point of cash income, and it prob-

.ably will "continue good as long

as’'exports and employment. are
high: “Should. either of these de-
cline, it is likely to be reflected |
rather promptly in farm real es-
tate prices, When the prices of
farm commodities dropped in 1920
it was not long before farm real
estate prices declined also,

Easing Off of Real Estate Prices
I am not predicting a slump in
farm real "estate prices but I' do
believe there will be a decided
easing off from the current high
levels when other countries pur-
chase less of our food supplies.
We should be realistic about the
situation and realize that their
heavy purchases cannot go on for-
ever, . )
= Chester C. Davis, President of
the Federal. Reserve.  Bank of St.
Louis, in testifying before.the Ag-
riculture Committee, U. S. House
of Representatives, said “Although

1the :drop:in farm. prices and in- g

come may not be -as precipitous
or as great as the drop which fol-
lowed World War I, and some
measures may be developed to
offset the’ forces"leading. to" the
decline,- nevertheless, it is:likely
to cause widespread and serious -
‘difficulties” in agriculture,” =~ :

The farmer-stockholders of the
production” credit” associations -
reached a noteworthy objective in -

“JMay 1947 when the -amount  of

stock owned by them on a system
wide basis exceeded, for the first
time,” the, amount of ' association
stock owned by the Government.
The -amount. of stock owned on
June 30,. 1947, exceeded $42 mil-
lion . which was about ‘twice -the
amount owned five years.ago. In
the same time capital stock ownead
by the Government has declinec.
from $81% million to $40% mil-
lion, Capital stock owned by
farmer-members accounted for
34.2% of net worth on June 20
1947, - and accumulated earnings
33.2%. . s !
Production credit associations

(Continued on page 27)

.-+ We wish to ‘anncunce that

F. DONADIO

Strauss Bros.)

has joined ou_r:trading department

- GILBERT J. POSTLEY & CO. |
""" 20 BROADWAY, NEW YORK 6, N. Y,
Direct Wire to Chicago

‘H. E. SCOTT COMPANY
‘aninounce the opening of offices at
25 Broad Street
" New York 4, N. Y.
Telephone HAnpver 2-1762
to transact a general business in
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. - International .Hydro-Electric . .

B Fili.ng\ of integration plans for International Hydro-Electric Sys-
‘term were deferred for several years pending recapitalization of the
_sub-holding company, New England. Electric Power (now New Eng-

...3and Electric- System).and merger -of the two New York subsidiaries

. capitalization . of. New . England
. Electric. System - replaced- the: six

- (Hudson River Power and System Properties, Inc:).” The merger into

. Eastern New -York Power became éffective last December, and re-

46

- predecessor holding companies'a

few weeks ago. Litigation over

.“the  $10,000,000 cash ' settlement
.. with. International Paper Co. was

also cleared up early this year,
i ‘Accordingly,  International

% Hydro is-niow in better shape to

realize -on its - assets, - consisting

. principally - of - some. -$10,000,000
. gash, 1,439,024 shares (about 86%)

of Gatineau Power, 320,000 shares

" of Eastern New York Power, and
' about 536,000 shares of New Eng-

5

land Electric System, with a total
estimated value in the neighbor-
bood of $50,000,000.

International Hydro’s capitali-

zation consists- of $26,568,000- de-

bentures 6s- (due 1944), 142,484

shares of  preferred stock (par
$50), and 856,718 shares of $2
Class A stock (the Class B and
common stocks were cancelled. in
1941). ‘ g

Three dissolution plans have
been filed in the past two-months,
one by P. H. Todd of Kalamazoo,
Mich., a director and substantial
holder of Class A stock; another by
the Carter Committee for prefer-
red stockholders, and the third by
the Trustee, Bartholomew Brick-~
ley of Boston. Treatment of the
three securities under these plans
would be approximately as fol-
lows:

. w, Todd Carter ‘Trustee’s
e Ty Plan Plan Plan
$1,000 Dehentures: ' . i
5, Cashy cicecie e $300 $1,000 $300 -
Gatineau __. ... . 32shs. & w 20 shs.
"+ -"New Eng. Elec._._.- .4shs, s 20 shs.
»»] Share Pfd, Stock_... - 2 partic.ctfs.f $95* cash 6 shs. Gatineau

" 1 Share Class A Stock. 1 partic. ctfs.}

© ing 30% of bonde

" *Trustee only $620. °

+ Representing remaining assets.

143
follows: .

Remaining -Remaining
- Assets Assets

" # Par plus dividend arrears, cash to be realized by sale of securities.

Applying . recent market values (about 16% for Gatineau and
for New England Electric) yalues would work out roughly as

Todd Carter  Trustee’s “Recent

Plan Plan Plan Price
Debentures w.cacoooaoi.oa $900 $1,000 $920 99
Preferred Stock —oooceooo 46 95 100 ' 68
Class A 23 12 13 7

Al interests appear agreed that
eash on hand should be devoted to
paying $300 per bond, thus retir-
debt. It seems
likely that this step will be ap-
proved by the SEC and the court.
Judging from the present.quota-
tion of around 99 for the deben-
fures, holders seem confident that
the-terms of the final plan will
provide them with substantially
$700 cash or.marketable  securi-]
ties, though the Todd plan would
give them only $600 and the

"/A§ to-the division of the re-
‘naining portfolio values, the Todd

‘plan obviously favors the Class A
stock and it seems- doubtful
whether the SEC or the courts
would be' inclined “to give the
iunior stock such a favorable set-
tlement — though on the other

hand, the two other plans may be
a little generous to the preferred.
But current prices for both the
preferred and Class A stocks are
substantially - below . “liquidating
value,” indicating - that "holders
anticipate a long-drawn fight be-
fore the SEC and the courts, with
resulting . risk of deterioration in
oortfolio values.

 Pittsburgh Bond Club

To Hold Fall Outing

PITTSBURGH, PA.—A full day
of sports and entertainment is be-
ing planned by the Committee in
charge of the Fall Outing of the
Bond Club-of Pittsburgh, The out-
ing will be held at the Shannopin
LCountry Club on Tuesday, Sept, 16.

Members who. wish may play
golf in the morning, a luncheon

“will be served at noon,.and after.

 Juncheon there will be a golf tour-'
" pament and a Le Bocci tourna-

.ment- for which handsome prizes

will be awarded. A dinner will be
served at 7 p.m. A feature of the
outing will be the “Country Fair”
at which .various games of ;skill
will be provided.

James C. Lear of Reed, Lear &
Co. is General Chairman of the
Outing Committee. The officers of
the club are: S. W. Steinecke (S.
K. Cunningham & Co.), President;
Ernest O. Dorbritz (Moore,’ Leon-
ard & Lynch), Vice-President;
Edward C. Kost (A. E. Masten &
Co.), Secretary, and W. Stanley
Dodworth (Parrish & Co.), Treas-
urer. ;

Bates \Manl'xfacturin.g Col
Buckeye Steel Castings

Y

L B

; Tradine Markets in. Common Stocks

Crowell-Collier Publishing Co."_

P, Wasein, Jackson & Coems

- Established 1879

T

- Liberty Products Corp.
Rockwell Manufacturing Co.
- U. 8. Potash Co,

¢
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[Exports-and |
\Business Qutlook

(Continued from page 4) {

lagged, below the estimate by; a
rate of .$t billion annually, and

is a level that apparently -could
not be maintained without hurting
the economies of both the foreign
nations that have been receiving
the goods and our own.

Exports, even though reduced
from the current rate, would still
be at a high level.  Europe’s need.
for our goods is desperate. This
is made dramatically clear when
we find macaroni being shipped to
Italy, cheese and fish going to Bel-
gium and coal to Great Britain.
Latin America and Asia must ob~
tain from us much of what they
had previously obtained from
Europe. Assuming -a reduction in
exports to more nearly reasonable
proportions our export surplus
would result more from a defi-
ciency of imports than an' excess
of exports, Our imports are run-
ning .at an annual rate at least
$3 billion short of the amount that
would be normal at the current
level of our economy. This is due
to the world shortage of raw ma-
terials and manufactured goods.

Moreover, the world is not
without means of paying for a
large volume of exports. In addi-
tion to foreign gold and dollar re-
serves of approximately $20. bil-
lion, the possible additional sup-
ply of dollars—through  existing
plans such as our authorized lend-
ing and relief aid, the Interna-
tional Bank and the International
Monetary Fund—approaches $10
billion. Of course, these current
and potential funds are not dis-
tributed according to the needs
of the various importing coun-
tries. Nevertheless, these funds
are adequate to support a high
level of exports.

There remains the - so-called
Marshall Plan, It is too early to
appraise what the plan will mean
in terms of the needs of Europe
and our, willingness to help pro-
vide for them, But this much is
| crystal clear. The impoverishing
policy of-looking for gifts from
“Uncle Sam” must be replaced
with a program of work and fi-
nancial stability. Increased pro-
duction is the only sound way for
the world to: obtain more. dollars.
And the Marshall Plan should en-
courage progress in this direction,

To gain perspective for judging
the influence of exports on  the
outlook for business, one needs to
look back to. the spring of 1920
and the summers of 1929 and 1937.
On each of those occasions, the
steel industry was'producing suf-
ficiently to meet all of the domes-
tic demands as well as exports. A
decline of one ton in steel exports
meant a curtailment in production
of one ton of steel. This is ob-
viously in contrast with conditions
today. Despite capacity steel pro-
duction there is a shortage in
supply of steel. Lack of steel is
the reason why many .other in-
dustries -operate below capacity
today. One ton of steel that is not
exported is welcomed by domestic
consumers.

ply, non-ferrous metals, electrical
equipment,. petroleum, possibly
railroad equipment and agricul-
tural equipment, ‘are examples of
other important industries ' that
would probably not curtail pro-
duction if there were to be a mod-
erate decline in exports. Domestic
demand for ‘their products equals

And it is important to remember
that "activity in these industries
goes a long. way towards deter-
‘mining the level of business gen-
erally—Reprinted from “The New
York: Letter” of ‘September, 1947,
issued’ by Hugh W. Long & Co.,
Ine, LT ‘

exports have ircreased to a rate
of about $16 billion annually. This |

The automobile, building sup-|:

or exceeds their present output.

Chemical Industry — Analysis
and research comment—H. Hentiz
& Co.,, 60 Beaver Street, New
York 4, N. Y, ' ' i

Also available is the “Fortnight-
ly Investment: Letter” discussing
1947 Rail earnings, etc.

Chemicals—Brochure on the in-
dustry discussing long-term
growth potentialities and the po-
sition of 30 leading companies in
the chemical field, with basic fi-
nancial data on 26 other companies
Merrill Lynch, Pierce, Fenner &
ﬁeage, 70 Pine Street; New York 5,

Finance Companies—Memoran-
dum—Hirsch & 'Co., 25 Broad
Street, New York 4, N. Y. .

Two Thousand Factories for
Kentucky — Address by Thomas
Graham at Second District Bar
Association Meeting in' Owens-
boro, Ky.—The Bankers Bond Co.,
Kentucky Home Life Building,
Louisville 2, Ky.

" * ® *

Allen Industries, Inc.—Memo-
randum—A, M. Kidder & Co.,
1 Wall Street, New York 5, N, Y.

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

Aspinook Corporation—Special
report—Ward & Co., 120 Broad-
way, New York 5, N. Y.

Beryllum Corp.—Late data—
Buckley Brothers, 1420 Walnut
Street, Philadelphia 2, Pa.

Also available are data on East-
ern Corporation and Colorade
Milling & Elevator Co.

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

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

Chicago, Rock Island & Pacific
—Analysis—Vilas & Hickey, 49
Wall Street, New York 5, N. Y.

Also available is a circular dis-
cussing Railroad Developments of
the Week.

City ‘of Philadelphia Bonds—
Valuation and appraisal—Stroud
& Co.; Inc., 123 South Broad
Street, Philadelphia 9, Pa.

Also available is a valuation and
appraisal of Railroad Equipment
Certificates and Price Earnings
Ratios and: Yields-on 123 Public
Utility Common Stocks. .

Diebold Incorporated — Recent
bulletin—Giving earnings for first
six months and indicating annual
return on basis of shipments—
Ward & Company, 120 Broadway,
New York 5, N. Y.. .

.Dixie Cup Company—Analysis
—Laitd, Bissell & Meeds, 120
Broadway, New York 5, N. Y.

. Fairbanks Co.—Circular—Ward
& Co., 120 Broadway, New York
5, N.. Y. : 3

Also available are memorands
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.; Aspinook
Corp. . ;

Graham-Paige Motors Corp.—
Analysis—Seligman, Lubetkin &
Co., 41 Broad Street, New York 4,
New York. : g
. Also available'are analyses of
Osgood Company “B,” Tennessee

 Dealer-Broker Investment- - -
- Recommendations and Literature

It is understood ihat thg ﬂrms mentioned will be_pleased
. to. send ‘interested parties.

L I— R

e

L

the_ following ‘literature:

Froaucss & Unemical ana rasulon
Park. !

- Howell Electric Motors Co.—
Analysis—B. W. Pizzini & Co.,
25 Broad Street, New York 4, N. Y.

Metal & Thermit — Memoran-
dum—New York Hanseatic Cor-
poration, 120 . Broadway, New
York 5, N. Y.

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

Pittsburgh Railways Co.—Report
on proposed amendments tfo ‘re-
organization plan—H. M. Byllesby
& Co., Stock Exchange Building,
Philadelphia 2, Pa.

Sperry Corporation—Special i‘e-

“Aviation Bulletin” containing
earnings, prices, news and general
market opinion—John H. Lewis &
Co., 14 Wall Street, New York 5,
N. Y. . )

Suburban Propane Gas—Circu-
lar—Edward A. Purcell & Co.,
50 Broadway, New York 4, N. Y.

United States. Plyweod Corp.—
Memorandum prepared by Max-
well' B. Roberts—Otto Fuerst &
Co.; 57 William Street, New York
5, N.. Y. :

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

First Greyhcund Racing
issue Makes Dehut Here

Revere Racing Association, Ine.

common stock is the-first grey-
hound race track issue to be sold
publicly here, according to Bon-
ner & Bonner, Inc., 120 Broadway,
New York City, {he underwriters,
who. call, attention to the' phe-
nomenal growth of greyhound
racing in England where it has
reputedly outstripped horse racing
in" volume of attendance and
wagering. According to Bonner &
Bonner, there are 20 stocks of
greyhound racing companies listed
on the London Stock Exchange.
The Revere Track, operated since
1935, is believed to have a larger
attendance and volume of wager-
ing than any other greyhound
racing track in the United States.
The -SEC registration statement
relating to the issue became ef-
fective' September 5, and the
underwriters state that the offer-
ing will be adversised shortly.
" The offering price of Revere
Racing Association common stock
is $5.75, to yield almost 14% based.
on declared intention to pay 80
cents in dividends during the fis-
cal year ending April 30, 1948;
the same as paid last year. ‘The
first dividend for 1947-48 of '25
cents was declared on Sept. 8,
payable Oct.. 22 to holders of Tec~
ord on Oct. 15. The corporation’s
recent earnings statement shows
net earnings after taxes for fiscal
year ended April 30, 1947 of:$1,-
445,952; total amount wagered was
$49,915,633. ) .

Gray B. Perry With
Grimm & Co. in New York

Gray B. Perry has joined: the
staff of Grimm & Co., 44 Wall
Street, New .Yark City,. members
of the New, York Stock Exchange.
He was “‘formerly with Kalb,
Voorhigi&!iCo. - i . o«

Thursday; September 11, 1947 .
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Houses Are Not Being Priced Out of the Market

National Association of Home Builders con.tendk increase in home building costs are not out of line and
"« a smaller portion of family earnings is required to purchase a new house than ever before. Foresees only

slight reductions in new housing costs.

" A pamphlet entitled “Housing Costs and Prices,” prepared by the National Associa-
tion of Home Builders of Washington, D. C., contains an analysis of home building costs
and prices in relation to family savings and income, on the basis of -which it is contended

that in comparison with the costs
of other things,- and in relation-to
family cavings and income, less
is paid for'a new house than ever
before: According to the pamphlet:

A Look. at Costs and Purchasing
Power

‘When you look at how all costs
have advanced — and purchasing
power with them—you can see
plainly that the cost of new
houses has not advanced as much
as the other major elements of the
economy. . . -

For example consider the fol-
lowing facts: =

Family Savings

Liquid assets of individuals
represent purchasing power —
money saved up in war bon@s,
savings accounts, demand deposits
and other forms of holdings im-
mediately convertible to cash.

.In 1939, the people had savings
of $55 billions. Today_ their sav-
ings are $192 billions.

The purchasing power repre-:

sented by’ liquid assets of indi-
viduals had increased 250%: Cost
of new houses has increased only
82%. )
Individual Income

Average individual income—for
each man, woman and child—was
$498 after taxes in the 1935-1939
period, on an annual average. In
1947—after taxes—it is $1,090. If
this per capita income were to be
applied to a four person family,
it would mean that family income
increased from $1,992 in the 1935-
1939 period to $4,360 in 1947.

1939

-The purchasing power repre-
sented by individual income has
increased 119%. Cost of new
houses had increased only 82%.

Typical. Earnings

The typical urban worker in
this country is the worker in
manufacturing industries. There
are 15 million such -workers and
3 million of them are veterans.

Average weekly earnings in
manufacturing industries in the
1935-1939 period were $22.42. In
1947, these earnings are $47.44.

.The purchasing power: repre-
sented by these earnings has-in-
creased 111%. Cost of new houses
has increased only 82%.

Family Income vs. Cost of Living

While it has been shown that
new housing now takes less of the
consumer dollar, it must be-con-
sidered that there are competitive
drains on- a family’s purchasing
power.

Food. and clothing costs have
advanced more than new house
prices. .

But other items in the cost of
living . . . rent, fuel, electricity,
ice and miscellaneous . . . have
represented more stabilized costs
and, therefore, the total cost of
living has advanced only 56%
above the 1935-1939 period.

This means far greater purchas-
ing power to buy new houses than
before the war.

In fact, there is more purchas-
ing power for -investment in
homes now than at any other

1946
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SOURCES: .

*All percentage fiéures are based on the increase between 1935-1939 and

April, 1947, except liquid assets of individuals.

This increase is based -on such

assets' in' the year 1939; only, -compared to such assets at the end of 1946, by

estimate of the Department of the Treasury. !
to be even higher if Treasury estimates were available for an average of the entire.

1935-1939 period.

The percentage increase is conceded

**Dept. of Commerce and speech of President Truman, N. Y. April 21, 1947

***Bureau of Labor Statistics
****National Housing Agency Index
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| chanin Building
2nd 25,1970 |
3rd 1s, 1970

SIEGEL & CO.

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

of Building Costs.

0.
INCORPORATED - - -

leolesaler and Retailer of

- Investment Securities - -

Our Trading Department
specializes in real estate bonds
and stocks, title company and
bank particips:tion certificates.

150 BROADWAY 7 NEW YORK 7, N.Y,
Boston Philadelphia

1 (3 "Availability of

period in history on the basis of
income as related to living costs.

Family Savings Being Maintained
This purchasing power is being
sustained by a high lével of em-
ployment, increasing wage rates
and continued savings.
Evidence that high earnings and
family income are still. being
translated into savings'. . . and,
therefore, still greater purchasing
power . . . is seen. in the fact that
in the first five months of 1947,
investment in government savings
bonds by the people exceeded
cash-in of bonds by $1,386,325,000.

Availability of Credit

Added to all the above factors
is the availability of credit to
those whe want to buy homes.
Never before has there been
available the amount of credit for
home purchase that we have to-
day. An .American Bankers’ Asso-
ciation official told a Senate com-
mittee in 1945 that' the 'banks
alone have $20 billions for mort-
gage ‘investment. Insurance
companies, building and loan as-
sociations, mortgage bankers and
home construction companies add
incalculable billions to the total
available. . Interest rates: have
never been lower,

Double Significance
(1) All the foregoing facts add
up to unprecedented purchasing
power and to a favorable price
position -of new houses with re-
spect to that purchasing power.

Bond Club of Denver
Frolic at Park Hill Country Club, Aug. 22 |

Phil Clark, Amos C. Sudler & Co., Don Brown, Boettcher & - Co.,
Chairman on Arrangements General Chairman, awarding golf
winners

Normally this means an effective
market demand for houses.

(2) Until supply comes into bet-

uation will operate as an impor-
tant factor in preventing*a decline
in the price of new housing.

So it isn’t likely that the price
of houses will come down as long
as this situation prevails. That’s
point No. 1 against likelihood of
the cost-of houses dropping in the
{foreseeable future.

Wiil the Price of Houses
Come Dewn?

" The price of houses is deter-
mined. by the balance' between
supply and demand.

- On the demand side, the factors
which influence prices are:

(1) Family earnings, and in-
come. with relation.to the cost of
living. . = ... :

(2) Savings available for in-
vestment in housing. W
“credit,

These factors have been shown
to be so favorable that they oper-
ate to sustain demand and prices.

On the supply side, the factors
which influence prices are:

(1) Wages of on-site and off-
site labor—Since wages represent
four-fifths "of the cost of new
housing and since there is no
reason to expect that wage levels
are going to decline, there is little
room left in which to.achieve any
substantial reduction in prices.

(2) Materials prices—Materials
prices have shown a recent trend
to level .off. No .great. reduction
appears possible because of the
wage factor. = w i

(3) .Builders’ profits—Builders’
profits .appear to have stabilized

|{at - the lowest level possible to

continue operations. Uncertainty
of "attaining a safe profit margin
has forced some builders to drop
plans. .

(4) Efficiency "of operation —
Price-saving benefits from in-

tribution and more efficient -use

but continue to be overshadowed
(Continued on page 29)

ter l:alance with demand, this sit-| “*

gy gra ey

creased production; improved dis- |

of materials "have been effected|:

Hal Writer, Peters, Writer & Ed. Coughlin, Coughlin & Co.,
Christensen, Inc., prize committee Chairman, Invitations Committee

Bernard Kennedy, Bosworth, Sullivan & Co., President of The Bond
Club of Denver; Hal Writer, Peters, Writer & Christensen, Inc.;
Phil Clark, Amos C. Sudler & Co.

Officer Murphy (the one disfurbing feature); Myles Talmadge, guest;
Tom Sigler, J. A. Hogle & Co.; Dick Green, J. A. Hogle & Co.
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TAMPA, FLA—Philip C. Smith
haté been added to the staff of
Herrick, Waddell & Co.

Active Trafiing Markets .in

‘National Terminals
Corporation
Common Stock

A leading company in an essentlal
industry providing warehousing, cold
storage, carloading and stevedoring,
. office space and related services in
important middle west cities to pro-
ducers, shippers, jobbers and distnb-
utors of merchandise,

ﬁ Analysis Available
ADAMS & CO.
105 WEST ADAMS STREET

CHICAGO 3, ILLINOIS |
YELETYPE CG 361 PHONE STATE 0101

With Herrick Waddell Co,

it all came about.

scriptions reached $84,000,000 by
Sept. 12, By the close of business
Aug. 26 the issue no longer was
in doubt. The Aug. 26 sales of
$7,500,000 worth had left only a
$37,500,000 unsold balance for the
entire $105,000,000 issue. The
cxt day the bandwagon filed up
and the whole issue was sold out.
Financial pecple here were a
bit mystified by the avalanche,
because it apparently had not
been helped by any Such de-
velopment as a single very
large order. Some said the of-
fering had been helped by the
public and frade reaction to
anonymous efforts made to hurt
it. One of these was the mail-
ing of unfavorable parts of a
rating service’s analysis to pros-
‘pective customers.

At any rate, the success of the

Artkraft

Manufacturing Corp.
Lima, Ohio
COMMON STOCK

Manufacturers of Maytag Home
Freezers,r Commercial Beverage &
:Food Refrigeraters, Liquid Vending
. Machines and Outdoor Advertising
8igns.

. Current sales and ‘earnings
establishing new records.

are

Approximate price 255

Descriptive and illustrated brochure
available to dealers only

ComsToCK & Co.

CHICAGO 4
‘231 S. La Salle St, Dearborn 1501
Teletype CG 955

Franklin County Coal
Nu Enamel Com.
Industrial Brownhoist

Common
Hearst Class A
International Detrola Co.

Common

STRAUS & BLOSSER

‘Members New York Stock Ezxzchange
Members Chicago Stock Ezchange
Associate Member New York Curb

135 South La Salle St., Chicago 8, Tl

Tel, ANDover 5700 Tele. CG 650-651

offering meant {hat Chicago’s
' bankrupt elevated and street car
lines soon would be taken over
and modernized by a unique city
corporation. The “take-over” date
is midnight Sept. 30. ‘The fighting
spirit of the bankers did not go
unneticed, and . congratulations
poured in to Edward B. Hall and
his colleagues. The great impor-
tance of the financial industry
was most dramatically illustrated

reform.
oo

Another widely-publicized of-
fering to be declared a success

auto manufacturer . in = Chicago.

company to meet a War Assets

$15,000,000 working capital, the
underwrlters closed their books
Sept. 9.

@ Textile merchants were told at
a convention here that the cotton
textile industry no longer is a
“feast and famine” proposition.
Saul ‘F. Dribben, President of
Cone Export & Commigsion Co.,
Inc., said predictions of a textile
recession have been exploded and
that cottons can look forward. to
several steady years in place of
their traditional irregularity.

Mr. Dribben emphasized that
the industry had burned away
its dead wood in the depression.
Ile said cotton textile mills this
year will spend $100,000,000 for

new production facilities. The

Trading Markets
Antioquia 7/45 .
Antioquia 7/57

Barranqullla 4/64
Bogota 614/47
Bogota 8/45
Caldas 714/46
Cali 7/47
Cauca Valley 7/48

Cauca Valley 7Y4/46
Colombia 3/70

. Cundinamarca 61%4/59

' Medellin 614/54

Medellin 7/51
Santander 7/48
Tolima 7/47

— R —

ZIPPIN & COMPANY

Specmlutx in Forcign Securities '
208 S. La Salle Street
Chicago 4, Illinois

industry also is spending a
great deal more on research, he
said, adding:.

value into our lines than was the
case before the war. Top de-
signers in the fashion field in re-
cent years have learned to work
with cotton and to appreciate its
versatile qualities.”

* #* £

The Northern Trust Co., in its
monthly bulletin, said business

B e e e S
Serving Investment Dealers

We specialize exclusively in under-
writing and distribution of securities,
providing investment dealers with at-
tractive issues for their clients. Main-
taining no retail department of our
own, we compete in no way with
dealers, but serve them exclusively.
Correspondence invited.

——

FLOYD b. CERF CO. '
120 South La Salle Street
‘Chicago

* Randolph 4696 CG 451

Digitized for FRASER
http://fraser.stlouisfed.org/

A syndicate headed by Harrls, Hall & Co,, Inc.
Inc., and First Boston Corp. offered the boads comiltlonally; they

Ilinois Brevities

The $105,000,000 offering of Chicago Transil Authority revenue
bonds roared to a successful and exciting finish late last month, and
veterans of the Chicago financial district still are not quite sure how

Blyth &:Co.,

said they would take them if sub-

to a big city laboring for. traction ‘

was that of the Tucker Corp., new |
Assured of enough cash for the|

Administration requirement for|,

“Cottons in new textures, new |
finishes, new qualities .of. color|

and design promise to put greater|
' conditions have prevented any

spending not only is a good
barometer of the "nation’s eco-
nomic prospects but actually is
one of the two key elements that
are supporting the boom. The
other, the bank said, is the mass
of new buyers whose actual ‘abil-
ity to buy is greater than before
the war despite the increase in
prices. -
# £ FY Ed %
Inflation talk and the unfa-
vorable crop weather of 1947
sent Chicago’s farm preduct
' market-places into a spiral of
i heavy activity and rising prices.
. Dollar-a-dozen eggs, 51 a pound
butter and $1-plus meat loomed
at retail. - New séasonal highs’
and some all-time records were
bemg chalked up ctmstantly. #

i The Umfed States Employment
Service said Chicago area employ-
ment is leveling off while “down-
state” - Illincis companies: con-
inue _ to boost their “working
forces. The- Chicago Association
of Commerce & Industry reported
that business activity in the city
declined in July—with the chiel
exception of building permits and
jconstruction”awalrds.

First Chicago company to
" provide a reserve ordnance unit
. for the-army program was Sears,
Roebuck & Co. Agreements
i were signed by War Depart-
ment men and Gen. Robert E.
Weod, Sears Chairman. The
army wanis to set up 2,.)00 of
the units. )

%
Chicago Corp. ~continues its
progress from “investment com-

‘pany” to ‘“venture capital’ status.

For the first tlmq in this thange-
over, the {irm at.the end of the

hzlf had most of its money in|

securities of majority-owned or
associated companies.

Total- carurities of such com-
panies held by Chicago Corp.
were’ valued at $9,828,578 June 30
in contrast to $8,308,802 at the
year end. These holdings were
increased by purchase of 73% of
the 5% preferred stock of Amer-
ican Buslires, Inc., and 20% of the

bus company’s equity, Meanwhile, |/
sales from its' investment port- ||

folio reduced other security hold-
ings to $7,746,211 from $10,899,876.
£ E] %
Commenting on consumer
credit in its monthly business
bulletin, the Federal Reserve
Bank of Chicago said abnormal

evaluation of where the .com-
mercial banks stand in install-.
ment cash lending and sales
financing. However, the bank
said the pattern should -be mere
discernible by the year end and
1948 should make it possible to
find out where the various
lending agencles stand ln this
field. ;

that ¢of * the

The U. §. Will Help Her Friends .

By HON, HARRY S, TRUMAN*"

Stressing -our close political, ideological and economic ties with the : °
Brazilians, President Truman declares we will ‘not forget them in
case of need. "Predicts our mutual good  will can solve the critical
peace problems ahead, despite UN disappointments.

I am .deeply grateful for thé invitation to appear before the
Congress of thls great natxon whose history is so entwined with -

United States,
Speaking as
one who has
tome to Ex-
ecutive posi-
tion from leg-
islative .halls,
f am.all the
more appreci-
ative of the .
honor you @
have extended
to. me. The
Leg:slature of
‘a-” democratic
country g
identified with
the. people.
themselves. This must be so if the
tree - of -responsible: self-govern-
ment js-to blossom fully. and bear
rich fruit.
" Brazil is justly proud of a his-
tory of government by free  men.
I salute the Congress of the great
Brazilian nation and I extend my

Presx'dent Truman

which it represents,

The ties between the United
States -and- Brazil have  always
been close. It is not too much to
describe our relations as those of
Mlifelong” friendship.” Your Dec-
laration ‘of Independence was
brief, but just as challenging as
was ours. The cry of independ-
ence, uttered -on that famous
Sept. 7, 1822, told the world that
the time had come when Brazil
was to be governed by its own

. I am -happy to recall that the
{United States was the first of the
‘natwns of the world to recognize
the new independent state. We
were not troubled by the fact that

1it took the form of an empire, for

the foundaticns' of the emp.re
were democratic, .
The Constitution which was
adopted two years later was the
expression of the ideals of free
government, not thcsz of abso-
Tute monarchy.
. The history of Brazil in many
respects parallels. that c¢f the
United States. Both are nations
which have carved civilizations

been endowed with great natural

veloped by people whose dom-
inant motive was freedom. .

If I am happy that the United
States was the first to recognize
the new nation of Brazil, I.am
‘equally happy that it was to the

|\United States that Brazil turned

for support 'in its struggle for
independence.

i The alliance which Brazil pro-
posed to us was a singular mark
iof confidence. It was the begin-
ning of our historical friendship
‘which I have described as “life-
long.”.

The long relgn of the great

#A speech of President Truman
before a joint session of the Bra-
izilian -Congress in the Tiradentes
Palace, Rio de Janexro Sept. 5

11947,

best wishes to the-noble people | -

people and for their own welfare.

out of the wilderness. Both have|

resources and both have been de-.

Dom Pedro II put Brazil among .

the leading democratic nations. -

Americans of today know him -

well, for you have engraved his.

noble features upon a -postage -

stamp which comes to the United

States with every mail from
Brazil. -
" We recall with pleasure that he .
was the first monarch to visit the +
United States, when he came to .
the -exposition at Philadelphia in *

1876 which marked the centenary .
of our independence.

! Then in 1889, when Brazil felt-
that the form of a republic fitted

better its national aspirations, the

Congress of the United States of

America adopted a joint resolu--
tion congratulating the country:
tipon its new form of government, :
It is- interesting to note also that -
Brazil adopted a - constitution:
modeled closely upon that of the-

Federal - system of the Umted'
States .

Our Close Ties

Why-are the ties between us so -
close? The distance between our -
countries ‘is great and until of-
recent years communication was
slow and difficult. But it is not
physical proximity alone that
makes friends and neighbors. It
is rather the fact that we have
common interests, common prin-
ciples and common ideals,

:We look upon. the state as the
agent of the people for the at-
tainment of the general welfare.
We have the same belief in the-
fundamental rights of man. We’
have the same respects for the.

dignity of the individual. We look

(Continued on-'page 31)
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Results an Inspiration

By HON. GEORGE C. MARS}IALL*

! - Secretary of State

Secretary of State declares demonsiration of trust and cooperation
“at Inter-American Defense Conference. is most stimulating inter-
"mational action since close of hostilities. Expresses great opiimism

over next January’s conference at Bogota.

I returned yesterday ‘from the Inter-American Conference at
+Rio de Janeiro. There, in one day less than two weeks, 19 sovereign

nations,
speaking four
different lan-
. guages, reach-
ed formal
agreement on
the precise
terms of the
treaty forcom-
plete co-oper-
ation in the
mutual-de-
.* fense . of ‘each
" other and of
the Western
Hemisphere.
These terms
committed the
i nations ‘to .act
collectively for the peace and se-

. George C. Marshall

curity of the New World and' to:

do this in accordance with the
provisions of the Charter of the
United Nations,

;. I do mot think it is an. over-
statement to say that this demon-
‘stration of trust and co-operation,
this -evidence of a willingness to
-adjust the many varied national

#points' of view in order to make

.possible a unanimous ' agreement
for the good of all is the most en-
«ouraging, most stimulating inter-
dational action since the close of
Jostilities, )

- The results of the conference
-demonstrate, I think, beyond
“goubt, that where-nations are sin-
-cerely desirous of promoting the
‘Ppeace and well-being of the world
it can be done, and it can be done
Without frustrating . delays and
“without much confusing and dis-
“turbing propaganda that has- at-
‘tended -our efforts of the last two

- lyears. - ‘

Goodwill Atmosphere

To me, one of the most grati-
‘fying features of the conference

. “Wwas the atmosphere of good will,
.Bood feeling and mutual trust and
:accord in which it was conducted.
‘We met largely as acquaintances
"with a common desire. We parted
.as friends in a conimon bond of
‘4rust and understanding. Our de-
Aiberations - were open to the
‘world. It will not be easy to mis-
‘Tepresent the import of the treaty
‘we have agreed upon at Rio de
Janiero, for its text is straigth-
forward and clear. ’

_ None of the 19 nations concerned
sought to impose its will upon the
«others.  Agreement was reached
-on a voluatary basis, each nation
manifesting its will to. adjust its
OWn position to that of the others
-out of respect for the opinion of
‘#he majority. No nation triumphed
‘<“>ver any other, for this was not
- _contest between nations but a
“get together”” among them. And
Yet there resulted no watered-
qlown formula—no lowest common
denominator or compromise on
vital principles. :

. As has already been stated by
Benator Vandenberg, before a
.Joint session of the Brazilian Sen-
ate and House of Representatives,
‘the successful formulation of this
‘regional treaty affords the- United
Nations g significant example, an
example, I feel, of which it iS in
£reat need at the present time,
‘The full degree- of the - accom-
Plishment is difficult to grasp.
‘The casual reader, or even the
4asual student of international
matters, had difficulty in visualiz-

¢ *An address by Secretary Mar-
shall over Mutual - Broadcasting
‘Bystem and American Broadcast-
‘ing Co. networks, Sept, 4, 1947,

ing the tremendous complications

involved in reaching at a confer- |

ence of. sovereign governments
precise agreements regarding mu-

tual obligations to ‘take definite |

action—even in matters of self-

- defense. The varying reactions of

public opinion in ‘the several
countriés have to. be taken .into
account, with their high suscepti-
bility to the skilfully planted mis-
-representations of those who work

under cover for local or larger |

regions to: disrupt such negotia-
-tions' and ' bring to naught the
efforts to promote the peace.
The mutual task of so resolving
these various factors that a satis
factory instrument results is most
difficult, even under the most
favorable circumstances,

Brazilian Government -
Commended -

I must comment on two factors |

that played a very important part’
in the successful conclusion of the’
IMegotiations. The Brazilian Gov-
ernment had provided in the most
complete and satisfying manner
for the conduct of -the conference.
Everything that could be.done
had been done for the comfort of
the large assembly and to facili-

tate their work. . President Dutra |

had apparently made it his per-
sonal business to see that nothing
was lacking of that nature ‘that
could possibly add to the prospects
for success. The presiding officer
of the conference, Dr. Rau] Fer-
nandes, Minister of Foreign Af-
fairs for Brazil, was a most for-
tunate choice in that he displayed

conspicuous ability ‘in Ppromoting |

harmony in the discussions while
not permitting ‘the proceedings to
be unduly prolonged. His con-

tribution was of great importance |

to the success 'of the conference.

Next Meeting at Bogota

The next steps in the develop-:

ment of the solidarity of the West-

ern Hemisphere will be taken at|

Bogota next January and I think
we have already developed a gen-
orous mutual understanding which

should greatly facilitate the large |
be’ accom- |

amount of work to
plished there, ‘

It is a great satisfaction to re-|

port on the work of the: delega-
tion representing  this country.
Senators, Vandenberg and - Con-
nally, Representative Bloom, Am-
bassador Austin, chief of - the
United Nations, and Ambassador
William . Pawley, represented the
interests and desires of our gov-
ernment on the working commit-
tees. They were ‘assisted in turn
by trained personnel from - the
State Department. The result. was
a highly efficient team, .

The purpose of the treaty is to

provide for the peace and security |

of the Western Hemisphere, : It
lays down in precise terms the
agreed action to be taken in case

of aggression from without or of |

aggression within the hemisphere,
More than’ that, it - reflects the
unity of :purpose of. the countries
represented, the solidatity of their
attitude. .. Senator -Vandenberg,
who follows me immediately - .on
the program and who was out-
standing as a member of the com-
mittee. which had to handle the
most difficult aspect of the treaty

—the stipulated course of action |

in the ‘event of aggression from
within or withou-t—-wiﬂll_giv’e' you
the high lights of the treaty-and,

in particular, its relation to the|:

~ |formerly local representative for

| rities business from offices at 149

terms of the Charter of the United
Nations.

This brief statement regarding
the conference gives me the op-
portunity to report one construc-
tive international development in
a world sadly in need of such en-
couragement,

New York Stock"Exchanée
Weekly Firm Changes ..

has.. announced. the - following
changes: ‘

Interest of  the late William M.
| Elkins . in Elkins, Morris & Co.
-ceased as of Aug, 31.

Interest of the late Patrick F.
-Buckley in Harris, Upham & Co.,
-ceased as of Aug, 31,

Interest of the late Victor M.
Cortes in L. J, Marquis &, Co.
ceased on Aug. 8.

Interest of the late Julian A.
‘Acosta in John J. O’Brien. & Co.
-ceased Sept. 5.

) {
- Lockaby Forms Own Co.
MORGANTON, N. C.—Jesse S.

The New York Stock Exchange |-

Arthurs, Lesirange & Klima Formed in Pillsburg‘ln‘

PITTSBURGH, PA.—Arthurs, Lestrange & Klima has been
formed with offices in the Union Trust Building to conduct a general .
business in investment securities, Partners are Addison W, Arthurs, -

Addison W, Arthurs George E, Lestrange John R. Klima

George E. Lestrange, and John R. Klima. Mr. Arthurs was formerly a

partner in Moore, Leonard & Lynch, with which Mr. Lestrange was
also associated .as manager of the municipal department. Mr. Klima
was manager of the local office of R. H. Johnson & Co.

Lockaby has formed J. S. Lock-
aby & Co. with offices in the First
National Bank Building to engage
in the securities business. He was

R. S. Dickson & Co., Inc.

Hitchman Opens _
MINEOLA, N, Y. — Wm. C.
Hitchman is engaging in a‘ secu-

Saville Road. In the past he was
‘connected with Erickson Perkins
& Co. L
Two With W. J. Kelsey
(Special to THE FINANCIAL' CHRONICLE) N
SAN FRANCISCO, CALIF.—J.
"Andrew ‘Cook and Harry O, Shaw;
have been added to the staff of |
W. J. Kelsey & Co., 25 Taylor
Street. E :

i

NSTA Notes

INVESTMENT DEALERS ASSOCIATION OF HOUSTON

At a recent meeting of the Houston Bond Club, it was voted te
change the name of that organization to the Investment Dealers

Association of Houston,

Investment Dealers Association of Houston is composed of all
the Houston. investment firms, which are members of the NASD
and is-associated with the NSTA.,

-Officers of the Investment Dealers Association of Houston are:
Claude T.-Crockett, Moroney, Beissner & Co., President; Russell R.
Rdwles, Rowles & Co., Vice-President; and Neill T, Masterson, Chas.
B. 'White & Co., Secretary, .

T

This adveitisement ‘is* neither an

New-Issues

signed who

Blyth &VC_o., Inc.
" ;Géldman, Sachs & Co.

= Seprenber 10, 1947

 Tennessee Gas Transmission Company ~

Plus accrued dividends from July 1, 1947, to"date of delivery

Copies of the Prospectus may be obtained from any of the nnder

Stone & Webster Securities Corporation

The First Boston Corporation

-~ Smith, Barney & Co. '
W C. Langley & Co. - Paine, WeBbe;, Jackson & Curtis

of an offer to buy any of these securities,

offer 1o sell nor a soliciiation

The offering is made only by the Prospectus. This is published on behalf of only such of the
undersigned as are registered dealers in securities in the respective States, _

\

$40,000,000

- First Mortgage Pipe Line Bonds, 3% Series due 1967,

‘Price 102%%

Plus accrued interest from September 1, 1947, to date of delivery

[ ———

100,000 Shares 4.25% Cumulative Preferred Stock

" (Par Value $100 per Share)
Price $103 per Share

are gualified 1o act as dealers 1n the respective States.

White, Weld & Co.
Glore, Forgan & Co.

" Harriman Ripley & Co. Kidder, Peabody & Co.
© Incorporated )
Union Securities Corporation

Central Republic Company
= (Incorporated)

;Bbswo‘rtb, Sullivan & Company
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* Railroad

Securities

The size of the wage increase awarded the non-opeérating unions
could hardly have come as any surprise either to railroad manage-
ment, railroad analysts, or railroad investers. The pattern had long
before been set in other major industries. It is true that manage-

ment made a good case in showing

its inability to pay and in showing

the favorable relationship of wages in the railroad industry to pay

for similar work in other spheres.®
In the present era, however, such
economic arguments have appar-
ently become little more than aca-
demic. If your neighbor: gets an
increase of 15% cents an hour in
wages you are, per se, entitled to
the same treatment. It is hoped,
but without much conviction, that
‘when, and if, a downward spiral
gets uncer way a similar philoso-
phy will govern.
: Be that as it may; the decision of
the arbitration ‘hoard came down
much sooner than it had been ex-
pected; and in one respect it was
considerably. more favorable than
had been anticipated.. For some
reason the idea had taken hold
throughout the entire financial
community that a definite prece-
dent had - been established that
railroad wage increases should be
granted retroactively. The. mest
optimistic had figured that any
increases awarded would be made
retroactive to the middle of the
year. The more pessimistic had
considered the possibility that
they would be retroactive to
April 1. Actually the decision was
announced on Sept. 2 and the
increases were - effective - only
Sept. 1.

Naturally no increase in costs
‘ban “be accepted calmly at this
point. For a substantial propor-
tion of the major carriers it may
be true that higher wages at the
current level of business will still
allow highly satisfactory share
earnings despite statements made
in connection with the pending
petition for freight rate increases.
On the. other hand, the break-
even point of railroad operations
has been rising steadily and
rapidly- in recent years. Even be-
fore the most recent rise in wage
costs there was ample cause for
concern as to earnings: potentiali-
ties if there -should be even a
minor recession in traffic levels
over the near term. .. . -

The question of what'the oper-
ating brotheraoods will get is still
undecided. They have demanded
far reaching rule changes and py
the time this column is in print
they will probably have made de-
mands for increased hourly wages
as well. Some rule changes will
probably be granted in the long
run. The major ones, however,
need not be taken too seriously.
If they were granted the industry
might just as well close'up’ and
we could go back to the covered
wagon days of transport. It would
be just as efficient and econom-
ical. . The best guess at this time
is,that eventually the -operating
brotherhoods wiil get just about
what the non-ops were awarded,
probably in a combination of rl_xle
changes and hourly wage In-
creases.

As a whole, the railroad indus-
try did -well from an earnings
standpoint in the first seven
months of the year, although there
were some important exceptions,

" @uaranteed Stocks
Bonds
Special Securities

BH Pirrini v Ch

I1NCOR RATED
UARANTEED RAILROAD STOCKS-BONDS

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

mainly in ‘the East. August also
probably ‘witnessed further addi-
tions to net earnings.. Up to now
it has been customary to more or
less disregard these earnings that
have already accumulated on the
grounds ‘that retroactive wage in-
creases might cut into them seri-
ously. Now there is no excuse for
fears. on this score. Even if the
last four months of the year bring
in no net earnings because of the
higher costs, many of the better
railroad stocks would be under-
priced merely on their earnings
through August. .
There is one potentiality, on the
other hand, that is highly favor-
able. The railroads have upped
their requested freight rate in-
crease and have -asked for an
emergency interim boost averag-
ing around 10% to ‘be effective
while the Commission is consid-
ering the permanent relief. There
is a fairly general feeling that the
chances favor such an interim -in-
crease due to the serious needs
of major carriers such as New
York Central and Pennsylvania,

fective by Nov. 1 at the latest, and
it could come as early as the mid-
dle of October. Such: an interim
increase for the last two months
of the year would probably just
about offset the 1947 results of the
wage increases just granted,

Hagemann Elected lo
IBA Governing Board

ST. LOUIS, MO.—E. Kenneth
‘Hagemann, Manager of the Mu-
nicipal: Department of . G. ' H.
Walker & Co., has been unan-
imously
elected to the
“National
Board  of
Governors of
the Invest-
ment Bankers
Association of
America, to
represent . the
Mississippi
Valley Group
for athree
year period
beginning
with the
National Con-
vention which
will be held
in Florida, Nov. 27 to Dec. 5, 1947.
He succeeds Harry Theis, . of
Albert Theis and Sons, Inc., whose
term will expire at that time,
The - Mississippi Valley -Group
covers the eastern half of the
state of Missouri, all of Arkansas,
and the western half of Tennessee.

Mr. Hagemann was a former
Chairman of the Mississippi
Valley Group and has served as
a member and Chairman of vari-
ous committees over a long period
of time. He has been Manager of

E, K. Hagemann

.| G. H. Walker & Co.’s Municipal

Department since 1941, and has
been identified with the Municipal
business in St. Louis since 1923.

Of Paine, Webber Firm

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CAL.—Charles
W. Flesher has become associated
with Paine, Webber, Jackson &
Curtis, 626 South Spring Street.

ager for Livingstone & Co., and
prior thereto was with First Cali-

Teletype NY 1-1063

l,
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If it is granted it should be ef-

C. W. Flesher Joins Staff -

He was formerly Ventura man={‘

Inter-American Treaty a Mil

"By HON. ARTHUR VANDENBERG* ‘
Chairman, Foreign Relations Committee, U, S. Senate

estone

Sentator Vandenb.erg, reporting on results of Rio Conference, states regional agreement will lead to
a safer and happier world. - Declares it fully reflects purposes and formula of United Nations, and
will greatly benefit ourselves as well as our neighbors. ‘

I am glad to cooperate with Secretary of State Marshall on this radio program as
I did at the recent historic Inter-American Conference at Rio de Janeiro which has just

terminated its labors. Without thought of partisan politics, Republicans and Democrats

upon the del-
egation of the
United States
worked in
unison, under
Secre -~
tary Mar-
shall’'s wise
leader~
ship, for .the
indispen-
sable cause of
.interna-
tional peace
and. security.
We practiced
the unity we
preached, I

pay my
warmest respects to all of my col-
leagues on our delegation.

I report ‘with- deep conviction
that=the  conference agreed upon
a treaty which, in my opinion,
will be a milestone of incalcula-
ble . importance upon the high
road to  a  happier and  safer
world. T shall present it to the
Senate for ratification with every
confidence that it will deserve
prompt and enthusiastic approval
of its ' traditionally = American
ideals.

Effective Solidarity

We have re-knit the effective
solidarity of North, Central and
South ‘American against all ag-
gressors, foreign and domestic.
We have sealed a pact of peace
which possesses teeth. We have
not deserted or impaired one syl-
lable of our overriding obliga-
tions . to . the United Nations.
This pact is not a substitute for
the United Nations. It is a sup-
plement :to the' United Nations
and part of its machinery. The
signers of this treaty have ful-
filled the United® Nations_Charter
by creating ‘what i$§ officially
called a “regional arrangement”
which adds new  and effective
.Obligations and protections for
peace and security within the
area of our Western Hemisphere.
By so doing we have built new
defenses for ourselves and for
our good neighbors. By so do-
ing we also have set a tremen-
dously significant and progressive
pattern for others to follow. This
is sunlight in a dark world.

Friendship and Good Neighbor-
Lol v cliness 11 s i
I have constructed the follow-
ing sentence from literal phrases
taken out of the text of the new
treaty. Because it is literal it is
authentic. It says what .it means
and ‘it means what it says. This
is the sentence:
. “The American ' republics, re-
iterating - their will to remain
united, pledge themselves to con-
so}idate and strengthen  their
friendship and good neighborli-
ness: To submit every controversy
which may arise between them to
peaceful settlement: But in case
of armed attack from within or
without the hemisphere, to pre-
vent or repel aggressions. against
any of them through effective re-
ciprocal assistance,” i
I' shall’ speak of these com-
mitments in detail so there can
be no  misunderstanding. But
first I linger briefly on the his-
toric background because of its
significance. 'There ‘has' always

A. H. Vandenberg

"*An" address by Senator Van:
denberg over Mutual' Broadcast
:ing Systemand American Broad-
gasting Co,.Sept. 4, 1947.

been a special fraterhity of self-

interest among - the American|

republics. It was recognized long
ago on high moral grounds in our
own famous “Monroe Doctrine.”
To the south of us it was recog-
nized as early as 1826 by Simon
Bolivar who summoned the first
Inter-American Conference,
American statesmen of - many
lands contributed to the evolu-
tion of this .ideal across the years.
The Pan-American Union was
formally organized in 1890 to ad-
minister these aspirations. Under
loose, and - sometimes vague,
auspices, a' series of consultative
treaties developed, as did also an
attachment to international law.
We constantly progressed in what
was the greatest and most suc-
cessful peace adventure of the age
as the comparative peace of our
continents has testified.

Met at Chapultepec

In the midst of World War II,
these twenty-one American re-
publics met at Chapultepec, where
they = logically = made common
cause in that tremendous conflict,
and promised to perpetuate this
effective  solidarity = thereafter.
Then ' came the United Nations
Charter at San Francisco. In one
voice these twenty-one republics
said they were ready for the new
concept but not at the expense
of the old. They accepted new
global obligations but insisted
upon retaining the old hemisphe-
rical reliance. As a result, the
recognition of “regional arrange-
ments,” within the framework of
the Charter, was authorized, with.
particular emphasis upon the un-
impaired inherent right of self-
defense, . . )
. We.went.to Rio three weeks
ago tomorrow to fulfill the prom-
ise of Chapultepec and the sanc-
tion of the United Nations Char-
ter. I dare to assert, as Secretary
Marshall has said, that the re-
sults exceed our fondest expecta-
tions. When this treaty is rati-
fied, peace and justice and
security will be on far firmer
foundations in our Western World
regardless of what happens else-
where and regardless of the ob-
stacles which plague peace else-
where.

Nothing that we have done is
aimed at any ‘other’ enernies than
war and aggression and injustice,
the three deadly foes of civilized
mankind. I repeat here what I
said to the Brazilian' Congress last
week. If there should be those
who suspect us of ulterior motives
they ' will- merely confess their
own.

Within' U.' N. Formula

Nothing we do here subtracts
one single word: from our . over-
all responsibilities to the United
Nations, to which we renew our
allegiance in a special, categorical
pledge. Everything we do here is
devoid of the remotest thought of
conquest or imperialism and. is
dedicated solely to ‘the orderly
pursuit of international justice
and security. Thus we give the
greatest possible encouragement
and aid and strength to the United
Nations and .we set them an ex-
ample worthy of high emulation.

We forward march—we make
new and even sensational .prog-
ress in the spirit of those pioneers
who dedicated Pan-American
unity to the special welfare of
peace. between - the republics. of

the Western Hemisphere. What
for formerly an impressive ideal
now becomes a working reality.
It is specifically identified. What
was formerly a pattern now be=
comes a fact. It has form' and
shape and substance. You can see
it on the map. There is noth-
ing vague about this ‘“region,”
nor about the obligations it dar-
malizes. The “region”. runs from
pole to ‘pole. The “region” is a
gigantic ellipse — a great oval —
encompassing North, Central and
South America - and - their sur-
rounding seas — including, out-
side the oval, all “territory of an
American state” such as Hawaii.

The fundamental obligation of
all the " American states which
ratify the treaty is the unquali=
fied agreement that “an armed
attack by any state against an
American state: shall be consid-
ered as an attack against all of
them,” whether inside or outside
the special “region.” But an at-
tack inside the “region” is rec=
ognized to be of specia]l hazard.
That is why non-treaty areas like
Canada and Greenland, are in-
cluded in the ‘region” even
though they are not presently in-
cluded among treaty signatories,
Provision is made for other Amer-
ican states to adhere later if they
desire.

Any armed attack within the
“region” will immediately alert
all' of the twenty-one republics
which are expected in ultimate
co-operation. Nineteen have al-
ready signed. Upon notification,
each . will forthwith decide upon
its own immediate action in ful-
fillment of the. basic pledge I
have just recited and “in accord-
ance with' the principle of conti=-
nental solidarity” and in the ex-
ercise of ' the right of summary
collective self-defense authorized
by Article 51 of the United Na-
tions Charter. .

This immediate mutual defen-
sive action will be followed by
prompt consultation to determine
more definitely upon collective
plans. These plans are listed.
They may comprise the recall of
chiefs of diplomatic missions, the
breaking of diplomatic relations,
the breaking of consular rela-
tions, complete or partial inter-
ruption of economic relations, sus-
pension of all types of communi-
cation, - and the collective use of
armed forces. In all but the latter
—namely, the use of armed forces
—all treaty states will be bound
by a two-thirds vote: There is
no paralyzing veto upon any of
these peaceful sanctions. One re-
calcitrant nation —one non-co-
operator—cannot nullify the loy-
alties of the others. It cannot
even stop the others from using
collective force. We are-building
upon mutual trust. This is a true
partnership which represents the
greatest advance ever made in the
business of collective peace. ‘!

There is one other unique. im-
plement. With particular regard
to intra-American ' border dig-
putes, the Pan-American con-
sultation  will immediately c¢all
upon the contending states to sus-
pend hostilities, restore the pre-
war status and proceed to settle-
ment by peaceful means. Refusal
to adopt these pacific actions wilk
largely determine who shall be
branded as the “aggressor” and
who must thus take the conse-

(Continued on page 25)
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British Dumping of American
Securities Improbable

By L. SCUDDER MOTT*
Editor, “Investment Timing”
Analyst sees little likelihood British will unload American securi-

ties, held as collateral by RFC,

to meet dollar shortage, Says

amount, $400 million, would barely meet needs for one month.

Recently that hardy perennial, the story that the British had
sold, were going to sell, or should sell the American securities con-

stituting the
collateral un-
der the Re-
construction
Finance Cor
poration loan,
has again
cropped up in
financial _dis-
cussion.

. Aswaspoint-
€d out in “In-
wvestment Tim-
ing” of April
18,1946 (“Brit-
ish Govern-
ment ‘Hold-
ings of Amer- or
ican Securi- “Investment I'iming”
ties”) critics of the then vrovosed
and since granted $3.75 billion
loan to Great Britain complained
that the British had a substantial
equity in the loan and sugges‘ed
that they be required to liquidate
the collateral, pay off the loan and
employ the equity to cut their re-
quirements under the new U, S.
Government loan. Our own con-
clusion was that such liquidation
would not be required as a con=
dition for the government loan,
which turned out to be the case,
however, similar criticisms are
now being voiced.

Little Selling Done

Recent inquiry at the offices of
the RFC elicits the information
that no selling of any dimensions
has taken place. In fact, since
the loan was granted in 1941, only
about $25 million of securities
have been disposed of, and these
have been sold’ for more or less
necessitous reasons, such as re-
funding or retirements of issues,
rather than to realize cash per se.
Sales since April 1946 have been
negligible. Furthermore, no in~
tention to sell is known, and the
statement was made that the
initiative for:any selling would
have to come- from the British.

. The RFC loan is being paid
down from income received on the
underlying securities and invest-
ments, which also covers interest.
The loan balance was $248 million
in March 1946 and is about $190
million now. Hence it is appar-
ently being reduced at the rate of
about $40 million annually.

L. Scudder Mott
Edit

Division of Collateral

In our April 1946 article (and
the situation has not changed ap-
preciably since then) we showed
that the collateral fell into three
classes: (a) listed common and
preferred stock of 83 representa-
tive American companies; (b) un-
listed American securities (of 63
comrpanies), and (c¢) capital stock
of 40 British owned American in-

-surance companies and an assign-

ment of earnings of the American
branches of 41 British insurance
companies,

. The value of (a) at that time
was. about $£38). million; of (b)
$215 million: and of (¢) $200 mil-

-lion, or a total of $795 million.
"Though the value of listed securi-

ties is less currently, there may
have been some appreciation in

-the net worth of the insurance

companies, and value now is esti-
mated from $700 to $800 million.
The loan equity is thus around
$500 to $£600 million currently.
The listed securities and some
of the unlisted (representing' in

-- *Reprinted from “Investment
Timing,” published by the Eco-

nomics ard Investment Depart-/

ment, National Securities & Re-
search Corporation; . New: York
City, Aug. 21,.1947. - v

e ouisfed.ora/

total about half the collateral),

could be sold relatively readily,
though their prices would doubt-
less be affected unfavorably. But

the other half could probably only.
be realized on through negotiated

sale or taking over of companies,

and unless a long time were taken,’
heavy sacrifices might be entailed.'
) {payments |
Government Loan Drawn Down
The British $3.75 billion loan'
was drawn down as follows: in.

1946 (5% months), $600 million;
first quarter of 1947, $500 million;
second quarter 1947, $950 million;
and July 1947 alone, $700 million.
Since then $150 million more had
been drawn and the British ex-
pected. the remaining $850 million
to be used up this October.

It was announced on Aug. 20
that the Brit.sh had temporarily
suspended, with U. S. approval,
conversion of pounds into dollars
except for the U, S, the Philip-
pines and parts of Latin America.
Another $150 million is to be
drawn on the loan, leaving a $700
million balance, not to be reduced
until further consultations with
the U. S. This cuts off for the
time one drain on the British, but
of course others remain.

Hence the $400 million of the
British RFC collateral that could
probably be readily realized would
represent only a month’s needs,
or even less, on the part of the
British. Either the RFC loan
would have to be paid off, cutting
in half the available amount, or
the loan would. be left collateral
by half the former value in non-
marketable form,

Conclusion

It is evident that the sale of
the RFC collateral would not
solve the British dollar problem,
nor even postpone appreciably the
necessity .for. other measures, -~ It
would presumably depress certain
securities here regardless of their
prospects or merits and would re-
sult in the British receiving less
than true potential value for their
holdings. Considering all these
circumstances and the continued
reduction in the RFC loan, it does
not appear to us that forced
liquidation of British RFC col-
lateral would be warranted, and
hence such action is improbable
despite criticism and comment
largely for political advantage, in
some quarters.

Hoelscher & Co. Opens

(Snecial to THE FINANGIAL CHRONICLE)

SAN TRANCISCO, CALIF.,—
Sherman Hoelscher, member of
the San Francisco Stock Ex-
change, has formed Sherman
Hoelscher & Co. ‘with offices in
the Russ Building in partnership
with N. C. Hoelscher. He was
formerly a partner in McNear &
Hoelscher,

L. H. Westenberger Opens
(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, CALIF.—Dr.
Lorenz H. Westenberger has
opened offices at 618 South Spring
Street to engage in a securities
business.

B. M. Balson Now With
Filer, Schmid: & Co.

‘Boris M. Balson has becorne as-
sociated ‘with Filer, Schmidt &
Co., 30 Pine Street, "New York
City. Mr. Balson was formerly a

partner in Balson & Durham,

Dr. Einzig maintains possibility

vertibility, as indicated by Secretary Snyder, is absurd. Strongly

criticizes “simple souls” in British Treasury and Bank of England

for unwarranted optimism on prospects. - Maintains Chancellor
Dalton fails to realize in face of dollar demand technical devices

are like “pill against an earthquake.” '

LONDON, ENGLAND—Those in Britain who have welcomed
with a sigh of relief the shedding of the burden of convertibility

- A Pill Against an Earthquake

By PAUL. EINZIG ®

of early return to sterling con-

on August 20
were gravely
perturbed by
the statement
made by Mr.
Snyder about
its resumption
as soon as tne
re-negotiation
of various §

agreements’
are completed. §
He merely
confirmed Mr. §
Dalton’s dec-
laration that
the suspension
of convertibil-
ity was a purely temporary emer-
gency measure, but while that re-
mark conveyed the impression that
the present state may continue for
years, after Mr. Snyder’s state-
ment it is now considered possible
that a high degree of convertibil-
ity might be restored in a matter
of weeks, On the face of it the
idea appears absurd. For even if
the $400,000,000 which is now
frozen were released it would only
cover requirements for a few
weeks.: And although Mr. Dal-
ton’s critics believe that the Brit-
ish Treasury has adopted “charity
begins abroad” as its slogan, it is
doubted that even he would sacri-
fice the gold reserve for meeting
the insatiable dollar requirements
of other countries. In existing
circumsatnces the $2,400,000,000
would be a mere drop in .the
ocean, and would disappear in a
few months. ) g

Nor is it considered possible
that the United States would place
additional dollar resources at
Britain’s disposal,
freezing the balance of $400,000,-

Dr. Paul Einzig

ing ‘not to insist on the immedi-
ate ' conversion
sterling received from third coun-
tries in payment for American
goods is now dismissed as.un-
likely. How, then, could Mr. Dal-
ton afford to resume convertibil-
ity?

The trouble is that the Treasury

optimistic as ever about Britain’s
ability of making sterling con-
vertible. The -lessons of the ex-
perience of the last two months
are entirely lost on them—or at

attribute the breakdown of con-
vertibility to technical flaws and
to the bad.faith in which many
foreign monetary authorities made
use of the conversion facilities.
Treasury and Bank of England
officials .complain bitterly about
the way they have been tricked
by foreign treasuries and central
banks who made use of every pos-
sible loophole. to secure dollars
from Britain under false pre-
tences, or at any rale through an
extremely “liberal” interpretation
of the terms of the Agreements.
But, then, critics of the Govern-
ment pointed out months ago the
absurdity of the implicit trust
placed in the good faith of foreign
monetary authorities in whose
hands the application of conver-
tibility was allowed ‘to rest. At
that time the British attitude was

was that they cannot very well

and until the,latter.are caught:at
abusing- the'confiden¢e placed 'in

them. What the simple souls of

beyond un-:

000. Even the possibility of the|
Washington Administration agree-,

into dollars ~of;

and the Bank of England are as|

any rate almost -entirely. They |

distrust foreign authorities ‘unless |

Whitehall and Threadneedle Street
failed to realize was that by the
time they 'discover. that they are
being cheated they would have no
more resources left, and all they
would be able to do is to bolt the
stable door' after the horse has
gone, This is precisely what they
are engaged. in doing now.

" Mr. Dalton and his discredited
but none the less cocksure advisors
are convinced that if they can pre-
vent . foreign authorities from
abusing their rights convertibility
could be resumed without undue
risk. Instead of leaving it to the
foreigners to decide when a ster-
ling balance is eligible for con-
version, the Bank of England
would henceforth reserve the final
decision for itself. They seriously
believe that, once the abuses ar:
stopped, it would be possible to
work convertibility without heavy
losses of dollars, This view is
based on the assumption that
many foreign countries, having
converted too large amounts, are
now short of sterling,~What Mr.
Dalton refuses to see is that the
passing technical strength of the
international sterling position can
be offset in a matter of weeks by
Britain’s grossly adverse trade
balance, and that resumption of

convertibility would tend to in- -
crease the adverse balance fur-
ther, He fails to realize that in
face of the sweeping world-wide
demand for dollars, and of Brit-
ain’s inability to export primary
necessities, any techunical devices
to improve the sysiem of con=-
vertibility would be no more ef-
fective than a pill against an
earthquate, So it is quiie possible
that he will succeed cnce more in
misleading the Britisa Cabinet
into approving a premature re-
sumption of convertibility. ‘

COMING
EVENTS

In Investment Field

Sept. 16, 1947 (Pittsburgh, Pa.) -

Bond Club of Pittsburgh Fall
Outing at the Shannopin Countr
Club. X
Sept. 19, 1947 (Chicago, I1.) .

Municipal Bond Club of Chi.
cago Outing at Knollwood Coun=
try Club. ) I
Sept. 26, 1947 (St. Paul, Minn.) .

Twin City Bond Traders Club
Annual Golf Party at the South=
view Country Club. '
Sept. 28-Oct. 1, 1947 (Atlantic

City, N. J.)

Annual Convention of the Amer-
ican Bankers As'sociation.
Nov. 30-Dec. 5, 1947 (Hollywood,

Fla.)

Investment Bankers Association
Annual Convention at the Holly-
wood Beach Hotel. i

an offer to buy, of as a solicitation of
The offer is made only by

100,000

The F.rst Boston Corporation
Blyth & Co., Inc. Glore, Forzan

Kidder, Peabody & Co.

Drexel &
Tucker,

Shields & Company
Paine, Webber, Jackson & Curtis

Central Republic Company
. (Incorporated)

Incorporated *

Florida Power & Light
o L Company .
4%% Preferred Stock

($100 Par Value, Cumulative)

Price $100
plus accumulated dividends from September. 1, 1947
W. C. Langley & Co.
Eguitable Securities Corporation

J. ). B. Hilliard & Son - Leedy, Wheeler & Alleman
“‘ . Thornton, Mohr & Co. ' )

This-is under no circumstances to be construed as an offering of these shares for sale, or as -

an offer to buy, any of such shares.
means of the Prospectus.

September 9, 1947

Shares

¢

1

per share

Copies of the Prospectus may be obtained from any of the seceral under-
writers only in States in which such underwriters are qualified to act as
dealers in securities and in which such Prospectus may legally be distributed.

Smith, Barney & Co.

- Harr’man R'pley & Co.

Incorporated

&Co.

Lazard Freres & Co

Stone & Webster Securities Corporation  Union Securities Corporation ~ White, Weild &Co‘..

. " Harr's, Hal & Czmpany.

(Incorporated) H

A. C. Allyn and Compmyj‘

“* ‘ncorparated

Estabrook & Co:

Co.
Anthony & Co.

) : , i
Laurence M. Marks & Co.  Riter & Co  Stroud & Combany  The Wisconsin Company:

Incorporated

Atwill and Company ' Hayden, Miller & Co. The Ohio Company Chas. W. Scranton & Co.
Sterne, Agee & Leach  Courts & Co.  Clement A. Evans.& Company  Fahey, Clark & Co.

Incorporated .
Johnson, Lane, Space and Co., Inc,

1
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Bank and Ins

urance Stocks

By E. A, VAN DEUSEN ==
This Week — Insurance Stocks

The question of the relatlonshxp of capital and surplus to pre-

‘mium volume was discussed in thi

s column in the May 22 1947, issue

of the “Chronicle.” A list of 30 ‘fire-insurance companies was pre-

‘sented which showed, among oth
‘surplus as of 12-31-46° to ‘net pr

“‘company.” It was pointed out that,’

er things, the ratio of capital and
emiums. written.in 1946, for each
on the assumptlon the ratlo should

‘not be permitted to fall much b‘_

Jow unity, half the companies in'

the list were candidates for capi-
tal increases. However, the indus-
try is by no means ‘of one. mind
as fo what constitutes the low
point to which the ratio may
safely decline, nor for that matter;
‘the high point to which it is de-
sirable_to let it rise,

The average ratio of the 30 com~
‘panies  was 1,28, .but individual

.. ratios ranged from the low .48 of

~3.14 . of Phoenix.

American Equitable to the high
Fifteen com-
panies  had ratios below 1.0 and
-fifteen above.

.. In view of this condltxon of low

; American Alliance ___

. capital 'ratios, coupled with " the

continuing expansion- of premium

volume and also the presumption |

that volume must remain above
pre-war levels so long as present
inflated prices. and costs prevail,
it is perhaps surprising* that so
few fire insurance companieshave

‘ taken steps ‘toiincrease capitaliza-

Ratio
‘- Cap. & Surplus
to Net Premiums

$1.81
.8
.55

Bankers & ‘Shippers__. -
Camden Fire

¢ Continental Insurance.
. Fidelity-Phenix

]

Firemen's Insurance.
Glens Falls

Ins. of North America_
Jersey Insurance
National Union :
#Northern Insurance...
Pacific Pire __

St. Paul Fire & Marine
Springfield Fire & Mar,

Average

" “This table brings out very posi-
tively that the companies with
the high capital ratios are expand-
ing their premium volume to a
considerably greater extent than
are those with the lower ratios.
Glens Falls is the only low ratio

Average 15 companies

Net Premiums Written

. 85 of 12-31-46 1st Half

12821

@

tion. So far this year only five
have taken - action,  viz: Aetna,
Camden, Glens Falls,- National
Union “and Providence-Washing-
ton. All of these companies have
low capital ratios, as fo].lows—
.76, .55, .74, 46 and. 84, -

ThlS column also stated on May
2, that a number of companies,
by -reason’ of ' their high capital
ratios, were in position to increase
eubstantially their volume of bus-
iness. As a matter of fact, irre-
spective of their capital position,
practically all' stock fire .com-
panies, whose mid-year 'figures
have been published, report more
business written during the first
half of 1947 than during the same
period in 1946. The accompanying
table shows figures for 15 com-

p_antes. The group is_not entirely

article, because reports from many
companies are not available.

(000s Omitted
1946

2nd Half
$2,377
2,384
6,606
20,472
18,795

% Increase Over
1st'Half 2nd Half

1946
36.3%
22.6. -
28.7..
- 47.5

53.9
27.8

© 1947 ¢
* 1st- Half

14,538

15,681 ' 15,030

. 335% 15.4%
company with a percent increase
hlgher than average, and Great

Amencan the only hlgh ratio

crease. - Summarized,
shows the following averages:

Premium Volume—1947 First Half
% Increase Over
First Half Second Half
1946 1946

Average 6 companies (ratio cver 1.0)___—____________

Average 9 companies (ratio under 1.0).__

Since the first of the year most
fire insurance stocks have de-
clined, Standard & Poor’s weekly

- index registering 115.9 on Sept. 3,

1947 compared with 119,5 on vDec
31, 1946. If there is to be any

33.5% 15.4%
47.4 243

" 243 9.6
logic in forthcoming® market ac-
tion,
stocks of those companies which
are not hampered by relatively
inadequate capital funds are likely
to be favored,

BANK

INSURANCE
- STOCKS

Laird, Bissell & Meeds

.Memberl New York Stock Exéhange
120 BROADWAY, NEW.YORK 5, N, Y..
" Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49
.« (1 A: Gibbs, Manager Trading Dept.)

NATIONAL BANK
of INDIA, LIMITED

.Bankers to the Government in
Kenya Colony and Uganda
< Head ' Office: 26, Blshopsgate,
ndon; ’E. C..

Branches in India, Burma, Ceylon, K
Colony and Aden end Zanzibar "

Subscribed Capital
‘Paid-Up -Capital_ ,000,000
Reserve Fund... -£2,300,000

The Bang eonducts every -description.‘of

-£4,000,000

Tru:teeslllpl and Executorships
also undertaken

the same as used in the former|p

it would appear that the|

Amer. Bankers Ass’n
Convention Sept. 28th

The American Bankers Associa-
tion will hold its annual conven-
tion at, Atlantic City, Sept. 28 to
Oct. 1. The convention proper will
begin with the annual meetings of |
the divisions and .the sections. on |
Monday, Sept. 29, Sunday, Sept.!
28 being given over to meetings of |
the committees, commissions; and |
councils. The convention of- the|
Association as a whole will con-:
sist. of .two general sessions, one!
on Tuesday morning, Sept. 30, and,
the other on Wednesday morning,,
Oct. 1. The convention will close
at noon on Wednesday.

There will be a reception and
tea tendered by the New York
Clearing House -Association ' late:
Sunday afternoon, and a concert
on Sunday evening by the Phila-
delphia Orchestra with Eugene
Ormandy conducting.

Among the speakers.to address
the convention are:” Winthrop- W-
Aldrieh, Chairman of the board'
of the Chase National Bank of’
New ' York; Chester C. Davis,:
President of the Federal Reserve:

Bank of "St. Louis; Dr. Marcus:

‘Madler, professor of finance, New:

York Unwersﬂ:y, ‘Beardsley Ruml.:
Chairman of the board of R. H.|

Macy & Company, New York;

tary - of ‘the- Treasurer; H. Earl

' | Cook, member of-the :board - of:

directors of the Federal -Deposit

- | Insurance Corporation; Arthur A.
Hood, editor of the ‘‘American:
- | Lumberman and Buildings Prod-!

ucts .Merchandiser,”  Chicago, T1L.;

Joseph ‘Stagg Lawrence, 'Vice—'
President of the  Empire. Trust:
Company, New York City; R. D.:
Mathias, President of-the' Old Na-|

tional Bank at Evansville, Ind.,
and President of the ,Indiana
Bankers Association; C, W, Bailey,
President of the A. B. A., and the
Presidents of the four divisions of

| the - Association. Preston::Delano

Comptroller of the Currency will
greet the delegates at the National
Bank Dl.ylslon meeting.

|FIC Banks Place ﬂebs.:

company with below average in-/
the- - table:

A successful offering of an is-
sue of debentures for the Federal
Intermediate Credit Banks was

|made Aug. 20 by Charles R.

Dunn, New York, fiscal agent for
the banks. The financing consisted
of $48,855,000 1.15% consolidated
debentures dated Sept. 2, 1947,
and due June 1, 1948, The issue’
was placed at par.” Of the pro-'
ceeds $40,375,000 were used to re-
tire $40,375,000 of debentures due-
Sept. 2, 1947 and $8,480,000 was:
for new money purposes. As‘ of
Sept. 2, 1947, the total amount of
debentures outstanding was $391,-
500,000.

Baker With Hope & Co.

(Special to THE FINANCIAL CHRONICLE)

SAN DIEGO, CALIF.—Francis

1 O. Baker is now connected with:
|Hope & Co., San Diego Trust &
| Savings Buxldmg

Royal Bank of Scotland |
Incorporated by Royal. chmer mq
HEAD' Ol-'FlCE—-Edlnbuuh

BANK STOCKS
INSURANCE STOCKS

Primary Trading
Markets—

- . Analytical and
Sales Service

COMPLETE COVERAGE

: ¥TH,
LOS ANGELES 14, CALIFORNIA

TELEPHONE TRINITY 7870
VELETYPE: LA 279, (A 200

Diveet and Cosinecting Weeas ts
BOSTON » NEW YORK « INILADELPHIA * DETROIT
CHICAGO + ST, LOI

OALLAS ¢ SAN FRANClsco * SEATILE

x
thr

B h ¢ Scotland ¢

LONDON OFFICES:
3 Bishopsgate, E. C..2
8 West Smithfield, E..C. I
49 Charing Cross, S: W. I".
' Burlington Gardens, W. I'
64 New Bond Street, W. I

TOTAL ASSETS .
£115,681,681

Assoclated Banks:.
Williams Deacon’s Bank, Ltd.
Glyn Mills & Co.

| figure will:-be

L. M. Wiggins, Under-Secre-!

;| Mr,

Causes and Remedies of

Thursday, September 11, 1947;

k \

European Economic Distress

. By LOUIS DOLIVET*
Internat;onal Editor, “United Nations World”

UN. editor, though acknowledgmg overall plcture of Europe is
most fnghtenmg, says economic situation. there is not as dlsastrous

as it looks, since 63% of Europe i

prewar levels. Estimates execution. of Marshall Plan. may require .
-as much as. $30 billions. Ascribes bad situation to disruption of
trade channels and shortage of dollars but predicts ultlmate Euro-

pean economic recovery.

is already producing at or abovg

t
|
y
]
|

e
4

If you take the .overall picture of Europe, whlch is now mosﬁ'
frightening, you know ‘that approx1mately $30 bxlhon will be

recommended

by the Euro-
pean Commis-
sion  for help
under the
Marshall Plan.”
I'think this- |

reduced be-
cause it is im-
possible to
foresee today
that this coun- '
try would ad-
vance, ‘under
pretty unpre-
cise  terms, a.
sum of $29 or.
$30 billion.
But I submit’ that, economlcally,
this does not matter.. Whether the
United States will approve $5 bil-|
lion or $10.billion — if the United:
States .is putting through the
Marshall Plan, and.I think it must,
—then that $29 or $30 billion will |
somehow have to- come,  because |
that represents the needs And 1f‘
$29 billion’ are the needs, it might
be'that there will be- longer nego-
tiations ‘and that part of it will
come from the United States, part
of it from Canada, part of it from
the  British Dommlons, and part
of it might come from some of the
Latin _ American countries; and
that then the Europeans might be’
able to deliver goods much faster,
not to the hard currency areas
(that is, not to the United States
or Canada), but to some of the
soft currency areas, such as South
America, the British Dominions—
and we will then find the equilib-’
rium in that direction.” -

I think that the Marshall Plan
will have to be expanded to in-
clude' not only the direct Ameri-‘
can help but help. by other coun-|
tries, by the World Bank, by the’
International Fund, and by vari-;
ous special agencies such as the!
Economic Commission for: Latin
America (which is being" created
now) and the Economic Commis-|
sion for Asia.

As “you "know, baslcally, the
European economic situation is not
as disastrous as it looks. About63%
of Europe is producing today at!
orewar levels ov higher. I saw’
Attlee (Prime . Minister of]
Great Britain) a few weeks ago.

Louis Dolivet

land we talked at great length:
|| about the economic situation. - Mr.!

Attlee considered, for’ examplé,
that -the major problem of “his]
countrv is not the small amount
of . production for export, but the!
difficulty of exporting to the hard

/| currency - areas,  because -the: hard|

currency areas are relatively over-|
saturated; ‘and by ‘ exporting "to|

|| France,  Belgium, . etc:, -they can'
|| get - the necessary ‘dellar: credits!
‘| which are-needed. Therefore, be-|
}|cause everyone: wants dollars,. the'
|| dollar shortage “is- the-most com-!
|| plete shortage today. . I' think’ that
|| will-change pretty soon.’ But, for!
| the ‘time  being and. until a hew|
| plan-".comes. " into operation; the
| dollar “shortage remains the basic’
| paralyzing: element.

But ‘if you look at the figures.

;for example, 'of France,” you get,

into- @ most important: ‘section of!

il industrial - productlon——be.ng 84%
|| of prewar levels,
|| cases up- to 106%.

and in some
But ‘what has

*From a transcript of an ad-
dress by Mr. Dolivet before the
Export Advertising Association,

| products. :from Russia,
| eastern area is obhged to buy
| them from the United States and,
| Canada, which increases, in turn;
. | the -shortage of dollars..

1$100 billion: at your disposal,

|happened to France is that the
{ eastern. markets are - practically

cut off completely. . From Prague

| down to Russia, there is very little
| exchange in trade .going on with
| western Europe.
{land have any trade.
!l makes as a repercussion; -there=
| fore, the fact that Great Britain ig

Nor does Engs
Which

buying wheat and: other food
and ‘the

As soon
as the food markets of eastern Eu=

| rope are opened, I have no doubt
| that the dollar shortage will de«

crease, and this can-only be done
thhm an overall economic plan, :

- Take some of the export and
import figures of France. France,
back in 1937, used to impert about
$3 billion worth of products every
year, . As ‘you know, the: United
States. with immense effort, afteg
the - visit of Mr. Leon Blum 16
months ago, approved $2 billion
to. France, divided into three
kinds of credits, Now, in one
single year, France’ needs’ importg’
of--about $3 billion and she . only
exports up to the value of about
$1.2 billion.. Therefore, you have
a lack of $1.8 billion. However;
these.” $1.8 - billion are- ‘only a
defieit ‘ina. short-range policy:
They are not"a real -deficit in a
long-range - policy, . because the
production. of Frénce will go-ups
And if you ‘were -the members of
a-beard of directors of the greatest
bank on earth, and would hav«;
would try to- convinee you to loan
to France $9 billion for five years,
And I could, I -think, at least try
to prove that you would get your
money back., -

We have, between the short,
term and the long-term policy a
gap,. and it is’ the duty- of the
economists and of the traders and
of the industrialists of the earth

i to mtervene and to try to fill that

gap.., 0
I am not going to give, because
my time is up, the other figures
for - other: countries», but’ by and
large you find . everywhere
exactly the same situation. : That
is where politicians alone are un+
able to. fill the gap which exists
today between: the two -worlds-of
the:dollar and the non-dollar, an
which- is - only:-due- to. financial
aspects because-of . the fact thag
84% -of the gold:reserves . of thq,
earth are . concentrated ,in thig
country -and.'that, therefore, -the
rest of the world ‘has:not the.nec=
essary gold coverage in:order
be . able-to buy ;dollars,, and gols
is the only:; product whlch can. buy
dollars. -
‘I think - that Canada must be
brought in“much ‘more to. the.in=
ternational-eircle because Canada
is .the one’country in-the:world
which - has ‘achieved. the hxghest ;
development - of . national " income .
of all. countries of:the earth., .Can=

| ada is yp to 181 as against 174 for

|the United: States  of America,
While it is ‘a much ‘smaller -coun~
try, nevertheless this fantastic and
| phenomenal “growth: is a pretty
interesting . indication -that ° tha
country should play a much larger
| part in- economics, '

Therefore, I should like to sub=
mit to you in:conclusion that these
are probably the most decisive

New York City, Aug. 27, 1947.
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mankind but for our ability to
open a certain number of new,
imaginative fields in which our
imagination, can play a part and
in which the amount of knowl-
edge which we have acquired, can
be used extremely well.

I think it is not true, as many
- beople say and as often stated in

- the papers, that only. two. coun-/.

tries in the world have a truly
. free economy. . I know that about
62% of the world has a mixed
_ economy, where one sector is
. @ planned or controlled economy
_and one sector of the total na-
. tional production is uncon-
. trolled. In Great Britain today
there is still 38% of exports and
imports which is completely open

and practically free from any|.

. government control (although
there is some consultation with
~ ministries for facilities of.transfer
of money, etc.). France has 58<%
- of her total trade that is still free’
Therefore, I think we should not’
+ accept at their face value the
- overall generalizations that we
- hear about the end of the world
- and the end of the United Nations
- and the| end of economic trade. 1
. think there are immense oppor-
tunities and if some of you are
. interested I would be very glad to
- give you the many figures which
. I have accumulated for our dis-
_ cussion today,

- Pan-American Export
 Glass A Stock Offered

- An issue of 93,000 shares of
" class A common stock, par value
" $1, of Pan-American Export Corp.
ris being publicly offered at $2.625
* per share by Henry P. Rosenfeld
* & Co., New York. The securities,
" according to the prospectus; are
, offered as a speculation. ‘The pri-
. mary object of the corporation is
- the exporting into foreign coun-
_ tries of .manufactured products.
- Today the corporation’s- products
- are shipped. to 33 foreign coun-.
* tries and places. o
~. The net proceeds obtained by
. the corporation ‘from the sale of
this issue will be used for work-
" ing capital, to expand the corpo-
_ ration’s business into new lines
and new territories, to engage in
further advertising programs suit-
* able to the areas in which the
corporation wil] carry on its bus-
iness, when it shall deem eco-
" momically advantageous, to set up
foreign and domestic inventories,
1o establish or obtain partial or
- outright control of a factory or
- factories, to extend more liberal‘
credit terms to the corporation’s
. customers and for other corporate
.- purposes. ' '

vaos..Donadio Now With
Gilbert J, Postley Co.

.Joseph F. Donadio - has  joined
) the trading department. of Gilbert,

Joseph F. Donadio

about the out-
look: for: pro-
duction- and
prices.

As. a matter-
of fact, some'
of this ecriti-
cism was jus-
tified. Busi-
ness prognos-
tications have
become a pop-
ular indoor
sport;  there
seem to be
avery few
people left
who "do not
. express - their
Views sooner or later on this sub-
Ject. Such observers include not
only government economists pri-
vate forecasters, but businessmen
and writers for trade publications
as well. As a matter of fact, some
of the writers who have criticizad
forecasters for having made fore-
casts, have in "the same breath
made their own forecasts, usually
expressing fervent optimism
about the outlook for -as- long
ahead as it can be seen; i d

. -In another way also, some of
the recent criticism is ‘justified:
When security prices declined last
September and October, and some
of .the other.speculative markets
followed them down, many com-
mentators became. unduly pessi-
mistic. Because I am.a stranger

Robert C. Shook

keep the record straight to point
out that we disagreed with  the
premature pessimists of a year
ago, They expected a. decline in.
business activity to. come .much
100 soon, and having been disap-
pointed, many of them are now
among the most fervently opti-
mistic; We find, however, that we
can no more agree with them now
than we could a year ago. Over-
optimism. at. -the present time
seems even less justified than ex-
cessive pessimism seemed at the
earlier date.

Purchasing Policy Not Entirely
Dependent on Business Forecasts

Business forecasters should
know that what they may believe
about the future in guesswork
rather than certainty. Each with-
in his own limits tries to make as
good an estimate as possible and
then puts this into effect in his
operations. Purchasing agents,
therefore, are quite aware of . the
fact that every decision represents

*A speech by Dr. Shook before
National Institute of Government-
al Purchasing, Inc., New York,

to so many of you, it will merely |

Sept. 9, 1947,

By DR. ROBERT C. SHOOK~*

1932 depression. - -

-

Business Slow-Up Ahead!

Vice-President, International Statistical Bureau, Inc.

Business economist warns that current high activity will be followed by fourth quarter decline. Believes
dollar sales will follow decline in unit distribution within 30 to 60 days. Asserts coming readjustment
will be less severe than in 1923- : ‘
- Saying anything in public about the business outlook has come to be a serious occu-
pational hazard. During the summer revival of optimism particularly, financial writers of
avery creed and color were blasting all economists who had ever expressed any pessimism

a halancing of fisks and that this
balance changes with the price

| level. Consequently, there are cer-
tain obvious facts that must be

taken into consideration in setting
a buying policy.

(1) Selectivity is always highly
essential. There is never a time
in any business cycle where some
item is not in over-supply at the
same time ‘that others are still
scarce. Successful buying depends
on complete information.about a
myriad of individual products and
a cold-blooded analysis of what
this information implies.

(2) ‘At the moment, prices in
the United States are just as high,
with. one or two exceptions, as
they ever have been, This state-
ment applies to price averages.
Naturally; there are some com-
modities that have exceeded pre-
vious all-time peaks and others
for which the advance has been
more moderate, or for which there
has already been a decline.

(3) Total industrial production
on-a unit basis has been averag-
ing. between 80 and 909 above
prewar for many months. It is
true that national income is also
at peak levels, but this has been
increasingly offset by the rising
trend in living costs. In any event,
for many menths past the. cur-
rent level of production has been
able to meet a record level of de-
mand . with something to spare,
.. 'Without any further discussion
of the -immediate; business out-
look, these peints suggest a com-
mon sense approach to purchasing
policies. With" a “few exceptions

there are no longer any important |

shortages of stpply. The most im-
portant elemehts of unit demand
are beginning to shrink. The pri-
vate concern, therefore, can mini-
mize its risks by buying conserva-
tively. If the worst happens, and
it has to purchase later at a some-
what higher price, presumably a
trend of business favorable
enough to push prices up further
will allow the company to put a
normal markup on the new pur-
chases. Government purchasing
agents, of course, are in a little
different position. But it should
be of some value to them to know
that industrial purchasing agents
have not gone overboard on the
possibility of a further strong in-
flation.

Business Outlook Important
Nevertheless

Although purchasing policies at |

this point can rest firmly on the

 belief . that_the risk of price de-

clines is much’ greater than the
risk of further advances, it is' im-

R S
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portant to make estimates of the
business and price outlook. Is an-
other round of. inflation under-
way? Or are we on the verge of
sharper and more general read-
justments? . :

Last October, when we warned
that over-pessimism at that time
was not justified, and that the
high in production and wholesale
prices had not yet been reached,
we' also told them that we be~
lieved a sharp setback in general
business activity would be under
way by the fourth quarter of 1947.
Almost a’year has passed since
that time and we-find little rea-
son to believe that production and
prices can get through the re-
mainder of the year  without the
beginning of a sharper and more
general decline.

The Domestic Market Shrinking
Considerable 'downward pres-
sure developed last Fall in many
wholesale markets. An important
'source. of this pressure was a
sharp drop in now orders by re-
 tailers. You have frequently heard
the argument that income and re-
tail sales do’ not change very
rapidly during the early stages of
| a changing business cycle. This is
true, but it is also true  that
changes in primary or speculative

NEW ISSUE

Price $53

Van Alstyne, Noel & Co.
Crowell, Weedon & Co.
The Ohio Company
Brush, Slocumb & Co,
Martin, Burﬁs & Corbett, Inc. -
- Reynolds & Co.

markets come very abruptly.
These markets are sensitive not
S0 much to the volume of goods
being moved to the consumer, but
to the volume of new orders being
placed by distributors. And un-
like the level of retail sales, the
volume of distributors’ new orderg
does change drastically from time
to time, : .

This is what happened last year,
Distributors were seriously over-
committed at the end of July and
reduced their new buying during
the  third and fourth quarters,
when it normally shows a seasonal
gain. A year ago, however, exports
were still rising, manufacturers in
some cases - were still actively
building up inventories, and other
form of demand, such as those in
the construction industry, were on
the up grade.

By May of this year, distribu-
tors generally had gotten ' back
into a more reasonable position.
Their unfilled orders were still
somewhat high in relation to pre-
war normals, but their stocks
were slightly below normal in re-
lation to current sales. In June,
their earlier policies began to be
reversed. There was a very sharp
pickup in new buying, which con-
tinvued in July and August. .’

The normal placing of - initial
orders for the Fall season was
misinterpreted by many sellers as
being a new revival of demand
Inflationary psychology was stim:
ulated by the advance in coal
miners’ wages and in steel prices.
Before long, many distributors
seemed. to accept the sellers’
viewpoint that initial buying had
not been enough. There are in-
dications now, therefore, that
third quarter orders by distribu-
tors increased by as much as 30
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The First Boston Corporation
Johnston, Lemon & Co,
Central Republic Company
(Incorporated)
Watling, Lerchen & Co,
Sutro & Co. - Courls & Co.

G. Brashears & Company

H. P. Wood & Co.

Kirchofer & Arnold, lpc.

Auchincloss, Parker & Redpa:lh

Doalit, Schoellkopt & Co.

Goodwyn & Olds

C. T. Williams & Company, Inc.
Durand & Co,

C.F. Cassell & Company, Inc,

3. Postley & Co, 29 Broaaway, || . F. EBERSTADT & Co, INC, nn
- New York City, it is announced. ! . ’ s s
- Mr. Donadio was formerly with -Seplemiber 21, 10U,

Strauss Bros. N
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Canadian

By WILLIAM J. McKAY

Securities

In the attempt to cure the world’s current economic ills, drastic
experimentation is certainly not the appropriate medicine at this
stage. The plight of Britain today would have been less acute if the
Labor Government had not chosen such an unpropitious period for
its far-reaching schemes of Socialization. In the same way the deli-

cate balance of international econ
stand any further rough shocks®

omic relationships can not with-

produced by endeavors to effect
fundamental changes in the exist-
ing economic framework.

The Canadian situation well il-
lustrates this point. Prior to the
world U. S. dollar crisis Canada
had an active and flourishing vol-

_ume of foreign trade which the
Dominion was able to finance
partly by foreign credits and part-
ly by the traditional method of
offsetting U. S. dollar deficits by.
conversion of its favorable bald
ance in sterling and other cur-
rencies.

With the near exhaustion of the
foreign-held fund of U. S. dollars,
Canada has now to give consider-
ation to revolutionary changes!in
her historic economic  relations
with Britain and this country, The
most obvious course suggested is
the choice between economic
union with this country and the
entry into a customs union with
Britain and the other British
Dominions.

Either alternative, however, im-
plies economic nationalism of the
worst kind and the abandonment
of a multilateral system of world
trade. Instead of the present divi-
sion of the world into two camnvs
chaos would be worse confounded
by the partition of those coun-
tries which still adhere to the
principles at least of a free system

y of foreign trade and democracy.

It is vital therefore at this
(eleventh- hour to: avoid this dis-
astrous disentegration of the time-
honored bases of world trade, In

. spite of their imperfections and
I the ruinous impact of two world
wars U.. S, trade with Britain,

1
t
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Canada and the rest of the British
Commonwealth has constantly ex-
panded. -

Efforts so far to maintain this
desirable state of affairs have
been far from successful. Lavish
and indiscriminate outpourings of
U. S. dollars and theoretical glo-
bal schemes for world rehabilita-
tion have only aggravated the sit-
uation. What is now needed is a
practical plan to assist this coun-
try’s best customers during the
present period of emergency.

Although more difficult to put
into execution than during the
war, a ' “Hyde Park” agreement
with Canada would constitute the
ideal first step. This could sub-
sequently be extended to other
British Dominions and.then as an
alternative to U. S. dollar gifts
and loans, sterling could be ren-
dered .convertible * during the
emergency period as a result of
temporary official support by the
U. S. currency 'stabilization fund.
If thereby the war-stricken Brit-
ish economy could be restored to
ts former strength this invest-
ment in sterling could conceivably
return good dividends, Moreover,
the resources of the British Com-
morwealth as a whole still. are
2apable of providing good collat-
eral.

During the week the securities
market continued to follow the
4ull and declining trend of recent
months. There was little activity
‘n the external ' section, but - at
their new low level internal Do-
minions attracted some institu-
tional investment demand. Free
funds continued to ease partly as
a result of liquidation of internal
securities and partly with the de-
cline of the tourist demand for
Canadian currency.

Stocks were more active and
the golds moved into a higher
trading range as a result of buying
of a more solid type than has
hitherto been evident, Papers
and Western oils also strengthened
noticeably . and reperts from the
new - Leduc oil-field in Alberta
tend to confirm that Canada bhas
iscovered a source of oil that will
eventually replace the Turner
Valley field as the Dominion’s
principal producer,

Wiiliam L. Johnsen Is -
Wiih Farwell, Chapman

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL,— William L.
Johnsen has become associated
with' Farwell, Chapman & Co.,
208 South La Salle Street, mem-
bers of the New York and Chicago
Stock Exchanges. Mr. Johnsen
was formerly President. of Behel,
Johnsen & Co., Inc.

FHLB Issue Placed

An issue of $85,000,000 114 %
one-year consolidated notes of the
Federal Home Loan Banks were
sold at par September 3 by Eve-
rett Smith, fiscal agent. The issue
is dated Sept. 15, 1947 and matures
Sept. 15, 1948. The proceeds will
be used largely for the financing
of home construction through
3,700 member, savings and loan
associations over the coming
months,

'Marshfield Steele Dead
Marshfield Steele, head of-
Marshfield Steele & Company,

Inc., Fort Worth, Tex., died at the.

age of 59 after a long illness.

our country
the arsenal of
democracy. It
was the pro-
ductive capa-
city and com-
petence of
American
workers and
the industrial
know-how . of
American
management
which en-
abled our Na-
tion to out-
produce the
N entire world.
This margin of productivity was a
vital factor in our recent military
victory. '
In the two years since V-J Day,
this same spirit has begun to
penetrate the world economic
arena, operating as a force for
peace. An impoverished, sick and
hungry world has turned to us
for assistance. Once again Amer-
ican labor and American manage-
ment are rising to the occasion.
They have reconverted an indus-
trial arsenal to production of con-
sumer gceods with a minimum of
cconomic and social dislocation.
They have achieved "unprece-
dented heights of peacetime pro-
duction. They arc feeding to a
world starved for consumer goods
the machines and materials which
will build the homes and plant and
harvest the crops. They must re-
solve to continue to assist in cur-
ing the ills of a world which afler
six years of total wur stands at
the crossroads of civilization.

Labor Day was first celebrated
with a street parade to demon-
strate :to the public “thé strength
and esprit de corps of the trade
and labor organizations.” = That
was in 1882, Since then, American
labor  has, among many other
things, obtained - shorter hours,
higher wages, safer and healthier
working conditions, welfare funds,
unemployment compensation and
other benefits that cannot be
measured in dollars,

As a result, the working man
of today is achieving the status
in our country which he deserves.
He sits on labor-management
committees. His representatives
serve on Government boards, have
been recognized in the councils
of the United Nations, and sit as
voting partners in the Governing
Body and _Conferences of the In-
ternational TLabor Organization.
Labor has made substantial
progress in obtaining universal
recognition,

-

Da\"id A. Morse

Responsibilities and Objectives

These points are on the asset
side of the ledger. However, there
is much more to be done—and it
is well for all of us on this day
each’ year to reflect not only on
the past but'dlso on the respon-
sibilities and objectives which lie
ahead. The improvement in la-
bor’s position has brought serious
responsibilities which must: be
met, Yet labor’s present position
is neither strong enough nor se-
cure enough for complacency,
Many difficult problems’ still ex-
ist; many unsatisfactory condi-
tions still require correction,

Labor can no longer confine its
thinking to the .four corners of
our own country. Labor’s policies
today must embrace the world
and take into consideration the
problems of our fellow men in
all parts of the earth. That is the

" *An address by Mr; Morse over

Columbia !Broadcasting System,

~Sept. 1, 1947, -

" Labor's Poli

which made ¢

By DAVID A. MORSE*
Under-Secretary of Labor

Government official, urging labor to extend its thinking to all corners of earth, asserts impoverishment
abroad will drastically lower our production and en tail severe unemployment.

cies Must Be Worldwide

Labor Day was created to give recognition to what its founder called “the industrial
spirit, the great vital force of every nation.” ‘
It was “the industrial spirit”—the will of free Americans to work under a free system—

new responsibiltiy—the perspec-
tive for the immediate future.
Only if labor, and all other Amer-
icans, raise their sights to this
extent can we hope to maintain
our democracy and insure that
men everywhere will be free. '

Labor Day 1947 is celebrated in
a world far different from that
in which we marked the same oc-
casion a few years ago. Formerly
we were able to pursue our na-
tional self-interest without con-
sidering the international conse-
quences of our actions. Today
labor, industry, and agriculture
realize that our national self-in-
terest in conditioned greatly by
world developments. Our domes-
tic actions have a direct effect
upon the health and well-being of
other countries; and their domes-
tic programs in turn affect us,
This is as true in the economic
field as it is in the political and
military fields.

Impoverished World Spells
U. S. Unemployment

An impoverished world cannot
buy American goods. An impov-
erished world cannot sustain de-
mocracy. Let me be as clear as
I know how to be about this, If
there is no market for our ex-
ports, we must curtail our own
production to that extent. Cur-
tailed production means unem-
ployment. Unemployment of
American workers results in
diminished purchasing power  at
home. This necessitates additional
reduction of production and more
unemployment. It also makes it
difficult for us to import goods
—particularly essential raw mate-
rials—from other countries. This
in turn results in curtailment of
production and in some unem-~
ployment in those nations,

At the present time the world
badly needs American goods. Most
countries do not, however, have
sufficient. dollar or gold reserves
to buy as much of American prod-
ucts and food as they need. Loans
to these countries have served as
a stop-gap. They have permitted
purchase of American products of
farm and factory. This in turn has
helped us maintain our own pro-
duction and imports at high levels
—thus benefiting them and us.

It is this interdependence of
world economics which makes it
impossible for us to maintain high
levels of employment and pro-
duction over long periods .unless
other countries' who are our cus-
tomers are also prosperous. We
cannot remain an oasis of plenty
in a desert of destitution.

American businessmen, work-
ers, and |farmers are now gen-
erally cognizant of these facts.
They realize that helping the
world to get back on its feet will
help us to stay on our feet. They
realize that.’ helping our neigh-
bors is not only a good deed but
is of mutual interest and concern.

. It is for these reasons that there

has been such universal accept-
ance of this Government’s policy
which was so aptly interpreted by
Secretary Marshall - at Harvard.
Europe is now attempting to work
out a plan of self-help and self-
organization so that we may assist
with greater effectiveness in a
long-term program for world sta~
bility. Europe, faced with chaos,
has drawn new hope and inspira-
tion from America’s words and
deeds. This is a front from which
we cannot morally retreat.

Necessary Resolutions
If our domestic and internation-

al policies are to succeed, there:

are three resolutions which Amer-
ican workers must m?ke during
the coming year: (1) high produc~
tion and productivity; (2) main~
tenance of balance in price-wage
relationships; and (3) stability in
labor-management relations.

These are not only essential for
the  continued well-being of
American workers. They are also
prerequisites for the continued
prosperity of American business-
men and American farmers—and -
for the recovery of our allies who
suffered devastation and destruc-
tion during the war. While I speak
here of the resolutions to be made
by labor, the same applies equal-
ly to all other groups of our coun-
try.

(1) High production and pro-
ductivity must be maintained if
we are to have maximum em-
ployment and prosperity at home.
They are also essential if we are
to supply America and the world
with the products, machines  and
food they need. When produc-~
tion is curtailed, it-is labor which
feels the adverse . effects first—
and longest. Even during seven
fat years, workers do not have
enough margin of income over ex-~
penses to prepare for seven lean
years. ‘Consequently American
workers have the greatest stake
in high production and produc-
tivity.

(2) High wages are of little
value to the American worker if
prices are still beyond his reach.
The average person is more vital-
1y concerned with what his wages:
will buy than in the number of
dollars he receives. That is be-
cause high wages are merely an
illusion in an economy plagued
by soaring prices.

Yet prices and wages are direct-
ly related. High labor costs make
high prices just as high prices re-
quire high wages. Therefore there
must be maintenance of a reason-
able balance between prices and
wages if one is not to chase the:
other up in an inflationary spiral.

=

General Interest First

It is in recognition of these facts
that business, labor, and agricul=
ture must put the general interest
before personal gain and exer-
cise self-restraint in seeking
higher prices and higher wages.
The only alternatives to such eco~
nomic statesmanship are govern=
ment controls or inflation. Since
government , controls over the
price system have been removed,
we must exercise self-restraint in
the maintenance of a balance be-
tween prices and wages or suffer
“boom and bust” inflation. It is
imperative that more and more
businessmen, workers, and farm-
ers recognize and operate by this
principle.

(3) Stability in labor relations
is essential to the maintenance of
high production. Strikes and lock~
outs could have a disastrous ef-
fect at this time. They would
interrupt the vital momentum of
America’s industrial machine.
They would also cut off shipments:
abroad which are so badly needed
for world recovery.

It is gratifying to report that in
recent months both labor and
management have often made
substantial concessions to avoid
work stoppages. Such statesman-
ship will be needed to an even
greater | degree .in the months
ahead.

On this Labor Day 1947 it is
also appropriate for us to turn our
attention to the’ plight of those
less fortunate than we, Two years
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after V-J Day there are still. hun-
dreds of thousands of the victims
of war ‘who have no homes to

which it is safe to return. These |

- too are workers — mechanics,
laborers, carpenters, machinists,
farmers. We call them “displaced
persons.”

Americans are descendants of
“displaced persons.” We should
realize what it is to have to leave
a land because of political or re-
ligious beliefs. We know that our
Nation has drawn strength from
the varied nature of our popula-
tion. The various nationalities,
races, and religions which have
come to our shores have all made
significant . contributions to the
cultural, scientific, and political
life of the Nation; and all gave
their blood in our recent fight
against aggression,

' I know that labor will be the
last to disregard the needs of
those homeless refugees who ask
only the opportunity for a new
start, &

* On this Labor Day American
Wworkers can look to the past with
pride and to the future with hope
and determination. There is still
much to be accomplished. There
are still substandard wages and
unsatisfactory working conditions
in some occupations which need
correction, There are other
knotty problems requiring solu-
tion. Most American workers are
today working for better  wages
and under better shop conditions
than ever before. The vigilance of
workers and their representatives
and the recognition on the part
of industry that it has a stake in
its workers’ welfare alone can as-
sure continued progress. ’
. In certain situations cooperativi
endeavor by labor and industry
will not suffice to assure solution
of problems facing many work-
ers. In those cases legislation will
be needed. It is for that reason
that President Truman in his La-
bor Day Statement.  called for
early Congressional action to in-
crease mimimum . wage rates,
broaden the socal security system

. *“by extending its benefits to a
greater .number,” and establish
an “adequate system of health
insurance.,” I am sure that labor

and the public at large will hail
and -support enactment of this
wvital legislation.

.1 am confident that labor, con-

scious of its strength, senses the
importance of its responsibilities,

and will work and build for an
always better America and a de-
cent peaceful world. To labor all

Americans can say: Best wishes

for the tasks that lie ahead!

Finance Institute Offers

New Fall Courses

The New York Institute of Fi-
mance, successor to the New York
Stock Exchange Institute, is of-
fering the following advanced lec-
ture courses this Fall: i
\ ‘W. Truslow Hyde, Josephthal &
Co.—“Analysis of Public Utility
Holding Company Securities.”

Patrick B. McGinnis, McGinnis,
Bampton & Sellger—“Current De-
velopments in Railroads.”

Harold H, Young, Eastman, Dil-

Ion & Co. — “Current Develop-
ments in Utilities.”
* Louis H. Whitehead, Louis H.
Whitehead Co., — “Current Eco-
momic Developments Affecting
Security Values.”

The Fall Term commences Sept.
15. Basic investment analysis and
brokerage procedure courses are
included in the curriculum. Reg-
istrations are accepted at the New
York Institute of Finance, 20
Broad Street, New Yoik 5, N. Y.

With Newburger, Loeb
Newburger, Loeb & Co., mem-
bers of the New York' Stock"Ex-
change, announce that - Samuel|
Seiniger is now associated with
- them as a’ registered representa-
tive in the firm’s branch office
at 57th Street and - 6th :Avenue,
New York City.

Pay Rises Are the Workers’ Right

Labor Secretary asserts wage boosts have not been sole cause of price rises.
rate of savings among low income groups, Mr. Schwellenba
as corporations to nest egg for future.

Two years ago last month the unconditional surrender of Japan occurred.
celebrations occurred in all parts of America.

months reconversion to

By LEWIS B, SCHWEI:;,ENBACH*
Secretary of-Labor

Citing relatively small

ch declares workers have as much right

Great

The belief was strong that within a few

‘We now know
how false was
that hope.’
Roadblocks
have been cre-
ated and used
to prevent any
speedy inter-
national prog-
ress. On the
domestic side,
despite the
fact that our
production for
1946 was the
highest peace~
time produc-
tion in the
history of our
nation, we still are not producing
enough to, permit the ordinary
laws of supply and demand to|
come_into play. One thing I be-
lieve all of us failed to envisage
ot VJ-Day was the impossibility
of our casting aside the nervous
tensions which had developed in
almost four years of active war.
Out of those tensions grew dis-
trust, fear and antagonisms which
had developed during the wartime
years, The shadows of distrust,
the fears and antagonisms, -hung
like clouds over every meeting
between industry-and: labor, These
clouds, in many instances, made
impossible the securing 'of agree-
ments through the ordinary pro-
cedure of collective bargaining.
Many strikes resulted. Despite the
work stoppages thus resulting; we
did produce more goods and serv-
ices than we have produced in
many previous peacetime years,
and during the six-months’ period
from Dec, 23, 1946, to June 23,
1947, the number of stoppages
was among -the lowest in any
peacetime year since 1921, with
the exception of the years of the
deep depression in the early 1930’s,
It is my considered opinion that
the prime reason for the decrease
in strikes was that by that time
tension had been lessened and the
nerves of our people had been
relaxed, -

' I am not unaware of the criti-
cisms that have been made of the
Administration and of me during
the period of labor unrest, The
chief criticism of the Administra-
tion has been-that it relaxed wage
controls so much sooner than the
Congress repealed price controls.
That criticism is-unwarranted and
contrary to the facts. It is true
that operations of the National
War Labor Board concerning dis-
pute cases between employers and
employees were eliminated as of
Dec. 31, 1945, but the Wage Sta-
bilization Board, which passed
upon wage increases insofar: as
they might have affected our
national economy, was continued
in operation until February, 1947,
Congressional action which gen-
erally lifted the lid on prices was
taken in June, 1946.

Critiéisms Answered
I was criticized because I didn’t

crack down: and publicly rebuke
whichever side of the labor dis-

L. B. Schwellenbach

pute I felt was in the wrong dur-/

ing collective bargaining sessions.,
A doctor doesn’t attempt to cure
a nervous patient by denouncing
him in the press. Furthermore,

-|the statute under which I oper-

ated in the conciliation of disputes,
as. construed by regulation by the

first Secretary of Labor in 1913,

required impartiality as between

*A radio address by . Mr.|

Schwellenbach over Station WOIL,
and-Mutual Broadcasting System,
Aug. 31, 1947,

labor and its employers, I knew
that in any particular case in
which I rebuked one side or the
other, neither I nor the members
of the Conciliation Service could
effectively work in that case once
a position of impartiality had been
abandoned. It has'been the policy
of the Administration, definitely
adhered to, that the -only demo-
cratic way to handle labor dis-
putes was through the medium of
free collective bargaining. That
was made clear by President Tru-
man in his Labor Day message of
this year. He said, “The bargain-
ing table at which labor and man-
agement sit to work out their
common problems is indispensable
to our democracy, and must be
safeguarded against any attempts
by misguided or ill-intentioned
groups or individuals to weaken
or replace it.” I know that many
people in this country without
realizing the results which must
inevitably flow from such action
believe that labor problems might
quickly be solved by instituting a
system of compulsory arbitration.
The fact is that in those countries
which have tried compulsory ar-
bitration, the results have been
total failures, Furthermore, such
action here ‘would go contrary to
the system of democracy which
we cherish and for which we have
fought two wars, It would be the
direst tragedy for us should we
take this first step toward dicta-
torship. How could we then look
at the graves in every part of the
world where men are buried be-
cause they were willing to give
their lives in order: that.freedom
in America.be not destroyed by:
the totalitarian dictators who so
much hated it?

' Labor, organized and unorgan-
ized, also participated in that war.
The high measure of production

that resulted from their labor is
proof that they too took part when
they made of America the ar-
senal of democracy for the world.
America is still the arsenal of
democracy. Our peacetime muni-

peace would ensue in both the international and domestic scenes.

tions are the fruits and goods of
peace,

Insufficient Praise for American
Worker

I cannot restrain my own ten-
sions wheq I think of the faltering
braise which has been given to
the American worker for his ac-
complishments in both. war and
peace, Particularly do.I. resent
the . widespread effort .that . has
b.ee_n' made to shoulder the respon-
sibility for increased prices exclu-
sively upon the backs.of those
who' work, Hardly a day passes
but some statement is issued hay-
Ing as its purpose the acceptance
of this doctrine by the American
people, Particularly frequent now
are those_ protestations. The rea-
son for it is the hope that the
American people will forget state-
ments that the same individuals
made in June of last year when
they promised that with the lifting
of price controls within a few
months prices would be lowered.

I know that they must shudder

when' they see the monthly- re-
ports showing how prices are in-
creasing, but they should not be
permitted to justify their dismay
by attempting to shift responsi-
hility entirely to the organized
workers of America,

There is one simple answer to
their protests, That is, that the
prices of fpod products have in-
creased 72% over prewar prices,
and the prices of manufactured
products have increased 48%. over
the same period. Very largely the
people -‘who grew and processed
the food products are not organ-
ized into unions. Almost univer-
sally the people who produced
manufactured products were or-
ganized into unions. I have no
quarrel with the farmers, nor do
I intend to pick one by pointing
out those facts. The farmers ‘do
not fix the prices for which their
products sell. They are fixed by
the operations. of the wheat ex-
change, the corn exchange, and
other similar exchanges. Further-
more, the farmers in the country

have done a magnificent job in
producing at a time when the pro-
ductilon of farm products was es-
sential-not only to our own econ-
omy but as a protection of our

For example, wheat. The estimate.
of wheat production this year is
1,400,000,000 bushels. I remember
that when I was a member of the
Senatg Committee on Agriculture,
any time wheat production got
over 750 million bushels, we
started to worry about a surplus.
The farmers of the country met -
the needs of the nation, both here
and abroad, and they gave us an
increase in production almost im-
possible to understand, Yet the
fact remains that the price of
products_ produced very largely by
unorganized workers has increased
72%, and those produced very
largely by organized workers have
increased 48%, |,

I want to make it clear that I
do not contend that wage increases
have not been a factor in price
increases. It is obvious that they
have, That fact, however, does
not justify any effort on the part
of those who have increased prices
to place the whole blame for them
upon increases in wages.

Wages and Profits

For example, there has been a
phenomenal increase in' profits
during  this' last year, For the
first quarter of 1947 corporation
profits were $875,000,000, com-
pared with $323,000,000 for the -
same period a year ago. Corpora-
tions manufacturing automobiles
earned almost half as much for
the first quarter of 1947 as they
did for the entire year of 1939,
I do not contend that any manu-
facturer or that any corporation
is ‘not. entitled to make profits.
The profit system is the basis of
our economy. I would no more
favor a general regulation of prof-
its than I would compulsory arbi=
tration, I know full well the right
and need of a corporation to set
aside a portion of its profits for
future use. Again my objection
goes to the effort being mace to
place full responsibility on labor

are in part made because of in-
crease in prices., Let me reiterate
the fact that I recognize fully the
right of a corporation to set up
reserves against future losses or
future disasters. What I'do object
to is that many of the same people
who " contend for that right te
make- their corporations secure,
also contend that the wage earners
of America should seek no adjust-

ment of their wages because of .
(Continued on page 28)
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This announcement is not-to be construed as an offer to sell or
to buy the securities herein mentioned,

Pan-American Export Corporation
(A New_ ._lersey_ Corporation) ‘ ) :

(Marketing products under name of NATIONAL TOBACCO COMPANY,

a wholly owned subsidiary corporation)

93,000 Shares Class “A” Common Stock

(Par Value $1.00 Per Share)

Offering Price $2.625 per share

Orders will be executed by

- Underwriter

(As defined pursuant to the Securities Act of 1933 as amendéd.)
T« $= '

HENRY P. ROSENFELD CO.
79 Wall Street, New York, N. Y.

Telephone—HAnover 2-0217

as an offer

position in the international field— -

for' price increases. These profits “

.
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August—A

Bad Monfh

By HENRY HUNT '

ke

The past month was unusually hot and humid, even for August,

.and the sales indices of shares in mutual funds followed an opposite
‘course to temperature readings. Unquestionably the weather had an

enervating effect on salesmen and
many potential buyers were on
vacation. Financial activity, as
.measured by the volume of trad-
.ing on the New York Stock Ex-
change, was the smallest in more
.than three 'years, only 14.2 mil-
lion shares changing hands—off
72% % from the 1946 peak month,

“...For the benefit of Wall Street-
ers who wish they were farmers

today, it is interesting to note that
during nine of the past ten years,
monthly volume on the Stock Ex-
change during the last four
months of the year has been sub-
stantially in excess of the August
volume — averaging 56% higher

for the decade.

Sept. to Dec.
Average
Monthly
Volume*

August

Volume* Incr.

ELECTRICAL
EQUIPMENT
SHARES

* GROUP SECURITIES, INC.

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

Prospectus upon request from
-your investment dealer. or from

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

Keysto‘ne |
Custoclianw )
Funcls

Certificates of Participation in v
INVESTMENT FUNDS
investing their caEital

IN =
BONDS*
(Series B1-B2-B3-B4)

PREFERRED STOCKS
: (Series K1-K2) :

COMMON STOCKS
(Series §1-52-55-54)

Prospectus from
your local investment dealer or

T]Je Keystone Compagy
. of Boston R

. 50 Congress Street
Boston 9, Massachusetts '

333
20.7
16.7
14.5
195
159
29.5
30.2
35.7

10-Yr. Avg. 248

#“In millions of shares. n

o
NONNO RO
ONIhODCH (==}

-
=

It will also be noticed from the
above tabulation that the August,
1947 volume of 14.2 million shares
was 10 % under the average of
the preceding ten Augusts and
little more than half the average
volume for the last four months
of the year during the past
decade. Let us hope that last
month exemplifies the adage, “It
is -always darkest just before the
dawn.”

Sell Against the Crowd )

In-a letter to stockholders, Ed-
ward C. Johnson, I, President of
Fidelity Fund of Boston writes in
part as follows: “It would seem
that there are too many investors
who only want to buy or sell at
particular times, Thus the same
man who eagerly buys General
Motors at 75 may have no inter-
est at all when it is offered at 50.

“We therefore are continually

" |emphasizing to ourselves that one

of the greatest advantages of full
time investment management is
its continuity of application as

3Ly bavo,

against the natural human tend-
ency to act spasmodically when
it doesn’t ‘hurt to act.” It’s curious
how well one may know a given
principle of this sort and yet fail
in its application unless one keeps
remembering it Probably that’s
why our homespun ancestors usgd
to hang mottoes on their walls; in
this _case it might read ‘Where
emotion prevails reason depar_ts,’

“It may be that part time in-
vesting very often leads to invest-
ing at those times when ‘it makes
one feel good’ to . act.. That’s
probably true of many activities
which are incidental to one’s busi-
ness — emotional factors play too
large a part. Investing should be
based upon matured convictions
of long run value which are acted
upon when it ‘hurts to act.” It is
altogether too easy to buy and
sell with, not against, the crowd.

“It might be a fair conclusion
that investing, more than any
other activity, needs uninter-
rupted application because spo-
radic emotions are involved.
Therefore, that investment com-
pany can perform a real service
5y lessening the factor of emo-
tion which is necessarily present
to some degree in every invest-
ment decision.”

Shares Outstanding Up 53%
Asset Value Down 349,

The record of Keystone’s S-4
Series during the past 12 months
shows that an aggressive sales
organization can sell a fund com-
posed of speculative common
stocks even in a declining market.
During the 12 months ended
July 31, the number of shares out-
standing rose 53% from 2,875,000
to 4,407,000 although net asset
value.declined 34% from $6.77 to
$4.47 a share during the same
period. Total assets of Series S-4
now amount to $19,715,000 of the
total  $169,000,000 in Keystone’s
ten funds.

RR. Equipment Orders Pile Up
Distributors Group in a recent
bulletin states that the R. R.
Equipment Industry today offers
an amazing investment bargain.
“In the railroad equipment busi-
ness, the backlog ‘of orders con-
tinues to mount. In the first
seven months of the year the car-
riers were forced to retire 8,000
more. freight. cars than were re-

ceived from manufacturers; re-

Union Preferred

New York

Stock Fund

Prospectus wpon request

L.orD, ABBETT & Co.

INCORPORATED
Chicago

Los Angeles

sult, there were 9,000 more: cars
on order Aug. 1 than on July 1.
Furthermore, it is officially stated
that such retirement of worn out
cars was running steadily ahead
of deliveries. C

“With ‘on ‘hand’. orders for
freight cars more than four times
the total delivered in the first
seven months of this year, and
orders .for locomotives close to
double the total delivered in the
same period, there is no question
of the continuing capacity de-
mand for railroad equipment for
years.” .

Replacement Values Higher
Than Book Values

“Selections,” published by

Selected Investment Company of
Chicago, calls attention to the
fact that the cost of building new
p}ants today is far in excess of the
figures at which old plants are
carried. It comments in part as
follows: “It is quite' probable in
the case of the representative
companies in a great many in-
dustries that they couldn’t begin
to replace their plant and equip-
ment at the values at which they
are carried on their books. Stated
another way: True book values of
a good many stocks are probably
much higher than the balance
sheets indicate.
-“In the depressed 1930’s, and
even now, considerable emphasis
has been given by security an-
alysts to ‘liquid assets’ and ‘work-
ing capital’ in balance sheets.
That is certainly sound enough.
But it has often been the case that
the analyst has skipped. over or
handled the plant and property
account as being of somewhat
questionable value, unless it hap-
pened to be owned by a public
utility.

“Actually, it begins to appear
that plant and property account
may be worth not only the figure
at which it is carried, but prob-
ably very much more,

“Stocks wusually represent
equity in tangible property,
among other things, That is one
reason why they have usually
been good inflation hedges.”

Phillips, Schmertz & Co.

PITTSBURGH, PA.—The firm
name of Phillips, Schmertz &
Robinson, Union Trust Company,
members of the Pittsburgh Stock
Exchange, has been changed, to
Phillips, Schmertz & Co.” George
W. Sheridan and Ellwood S. Rob-
inson have retired from partner-
ship in the firm, the latter form-
ing Aspden, Robinson & Co. in
Philadelphia.

New Hampshire Secur. Co.

MANCHESTER, N. H.—The
firm name of W. H. Elmes &
Company, 875 Elm Street, has
been changed to New Hampshire

Securities Company. Earl S. Dud-|

ley, Jr. is manager of the trading

department and’ customers depart- |

ment.
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Reporis Marked Decline -
In Rate of Savings

New York Savings Bank Associa-
tion announces July deposits
this year less than one-third for
same month in 1946.

Deposit figures for the month of
July, released by the New York'
State Savings Bank Association,
reveal a marked lag in rate of gain
over previous months of this year
and over comparative periods of
last year, Robert M. Catharine,
President of the Association and -
the Dollar Savings Bank, reported
today.

“Though savings deposits and
accounts in the 131 savings banks
of New York State continue to
show an increase, it seems quite
apparent that the continuing rise
in the cost of living is very defi-
nitely affecting people’s ability to
save,” Mr, Catharine stated.

The savings banks of New York
show a gain for July of $20,902,300
as compared with $62,340,070 for
July of 1946 and $50,007,485 for
June of this year. The net in-
crease in new savings accounts for
July was 7,621 as compared with
24,686 for July of 1946 and 15,268
for June, 1947.

During the first seven months
of this year, savings bank deposits
have’ risen $335,300,075, or 3.7%,
as compared to $447,590,964, -or
5.7%, for a similar period during
1946. The gain in accounts for
the same seven. months of this
year -was 120,221, or 1.7%, as com~
pared with 181,414, or 2.8% for
the first seven months of 1946.

“While the net gain in savings
during July were sharply reduced,
the figures for the one month
are not conclusive,” Mr. Catharine
pointed out. “Since most banks
credit interest dividends on July 1,
there is a tendency on the part of
depositors to delay withdrawal of
needed funds wherever possible
until the end of the interest pe-
riod. Consequently, withdrawals
are generally abnormally high in
January and July. The experience
during the next few months will
indicate just how seriously the
ability to save is being affected by .
rising costs and increasing avail-
ability of consumer goods. If
people do not continue to add to ’
their savings regularly, or are un-
able fo do .so, it ¢an.very easily .
have a serious effect on our entire
economy, Not only would the
lack of new savings give further
impetus to the tendency toward
inflation, but also, the withdrawal
of savings would represent - re~
duction of security reserves and
consequent future hardship to in-
dividual families.”

With Carter H. Corbrey Co.

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CAL.—Chester
Marcell, Jr., has become affiliated
with Carter H. Corbrey & Co.,
650 South Spring Street. Mr. -
Marcell was previously with the
First California Company.

§ SELECTED
AMERICAN

Prospectus
., may be obtained
from authorized dealers, or

_ ‘SiE‘lEGTED‘INVESTMENTS GOMPANY

135 South La Sallo Stroet - |
© CHICAGO 3, ILLINOIS ~ ' -
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mankind but for our stili'y to
open a certain numlar of taw,
imaginative tields tn wdich «ux
imagination can ¢! v & ypart o !
in which the amourt of kv -
edge which we have avquired wun
be used extremely well,

I think it is not true, ss manv

. people say and as olten stuted in

the papers, that only two coun-
tries in the world kave a truly
I know that about
62% of the world has o mixued
economy, where one sector is
a planned or controlled evonomy
and one sector of the totul na-
production Is uncon-
In Great Brituin tudig

imports which is completely oper
and practically free from any

" government control {althouy,;

there is some consultating w.th
ministries for facilities of transfe,
of money, etc.). France has b8’

- of her total trade that 1s stall frie

Therefo.re, I think we should not

» accept at their fave value toc
- gverall generalizations that W

hear about the end of the wur'd
and the end of the United Natjors

- and the end of economic trade, 1
- think there are immense oppor-

tunities and if some of you arc
interested I would be very glad to

- give you the many figures whick
-1 have accumulated for our dis-

cussion today.

Pan-American Export

“Class A Stock Offered

An issue of $3.000 shares of

: cla(ss A commaon stock, par value
_ $1, of Pan-American Export Corp.
. is being publicly offered ut $2.623

per share by Henry P. Rosenfeld
& Co., New Yurk. The securities,
according to the pruspectus, are

- offered as a speculation, The pri-
© mary object of the eorporation is
- the exporting into foreign coun-
. tries of -manufactured products,
* Today the corporstion’s products

are shipped to 33 foreign coun-

- tries and places.

The net proceeds chtained by

. the' corporation from the sale of
. this issue will be used for work-
" ing capital, to exj and the corpo-

ration’s business irts new lines
and new territories, to ¢ngage in
further advertising progrums suit-
able to the areas 11 which the
corporation wilf ¢atry wa kg buse

‘iness, when it shail deem ecos

nomically adviarte grois, to set up
foreign and dorwestw bawnlories,
to, establish or ebtaen purtial or

. outright contryl «f a favtory of
" factories, to eaterd pore hilsral

credit termg to the ¢orp.ration's
customers and for « ther vorporate

- purposes,

R

Jo;Donadio Noﬁ With

look: for pro-
duction and
prices.

As a matter
of fact, some
of this ecriti-
cism was jus-
tified. Busi-
ness prognos-
tications have
kecome a pop-
ular indoor
sport;  there
seem to be
avery few
people left
who " do not
] express their
views sooner or later on this sub-
ject, Such observers include nol
onty government economists pri-
vate forecasters, but businessmen
and writers for trade publications
ug well, As a matter of fact, some
of the writers who have criticizad
forecnsters for having made fore-
carts, have in the same breath
made their own forecasts, usually
expressing fervent optimism
about the outlook for as- long
ahead as it can be seen. :

In another way also, some of
the recent criticism' is justified:
When security prices declined last
September and October, and some
of the other speculative markets

Robert C. Shook

mistic, Because I am a stranger
to s0 many of you, it will merely

out that we disagreed with the
premature pessimists of a year
ago. They expected a decline in
business activity to come. much
teo soon, and having been disap-
pointed, many of them are now
amorg the most fervently opti-
mistic, We find, however, that we
van no more agree with them now
than we could a year ago.” Over-
optimism at the present time
scems even less justified than ex-
cessive pessimism seemed at the
carlicr date.

Purchasing Policy Not Entirely
Dependent on Business Forecasts

Business forecasters should
know that what they may believe
about the future in guesswork
rather than certainty. Each with-
in his own limits tries to make as
pood an estimate as possible and
then puts this into effect in his
operations,  Purchasing agents,
therefore, are quite aware of'the

fact that every decision represents

#A speech by Dr. Shook before
National Institute of Government-
al Purchasing, Inc, New York,
Sept. 9, 1947,

followed them down, many. com- |
mentators became- unduly pessi- |

keep the record straight to point|

Business Slow-Up Ahead!

By DR. ROBERT C. SHOOK*

Vice-Prgsident, International Statistical Bureau, Inc.
Business economist warns that current high activity will be followed by fourth quarter decline. Believes
d?llar sales will follow decline in unit distribution within 30 to
will be less severe than in 1929-1932 depression. - - - ‘

_Saying anything in public about the business outlook has come to be a serious occu-
pational hazard. During the summer revival of optimism particularly, financial writers of

avery creed and C(t)}ort \ta;r]ere blasting all economists who had ever expressed any pessimism
about the out-,

60 dgys. Asserts coming readjustment

'

a halancing of risks and that this
balance changes with the price

| level. Consequently, there are cer-

tain obvious facts that must be
taken into consideration in setting
a buying policy.

(1) Selectivity is always highly
essential. There is never a time
in any business cycle where some
item is not in over-supply at the
same time that others are still

 scarce. Successful buying depends

on complete information about a
myriad of individual products and
a cold-blooded analysis of what
this information implies.

(2) At the moment, prices in
the United States are just as high,
with one or two exceptions, as
they ever have been. This state-
ment applies to price averages.

| Naturally; there are some com-
| modities that’have exceeded pre-

vious all-time peaks and others
for which the advance has been
more moderate, or for which there
 has already been a decline.

(3) Total industrial production
on a unit basis has been averag-

ing. between 80 and 90% above
prewar for many meonths. It is

true that national income is also
at peak levels, but this has been
increasingly offset by the rising
trend in living costs. In any event,
for many months past the cur-
rent level of production has been

'mand with something to. spare.
. 'Without. any- further discussion

of the immediate business out-|

look, these points suggest a com-

| mon sense approach to purchasing

policies,  With' a few exceptions
there are no longer any important
shortages of supply. The most im-
portant elements of unit demand
are beginning to shrink. The pri-
vate concern, therefore, can mini-
mize its risks by buying conserva-
tively. If the worst happens, and
it has to purchase later at a some-
what higher price, presumably a
trend of business favorable
enough to push prices up further
will allow the company to put a
normal markup on the new pur-
chases. Government purchasing
agents, of course, are in a little
different position, But it should
be of some value to them to know
that industrial purchasing agents
have not gone overboard on the
possibility of a further strong in-
flation.

Business Outlook Important
Nevertheless
Although purchasing policies at
this point can rest firmly on the
belief . that. the risk of price de-
clines is much greater than the

risk of further advances, it is im-

able to meet a record level of de-f-

portant to make estimates of the
business and price outlook, Is an=~
other round of inflation under-
way? Or are we on the verge of
sharper and more general read-
justments? :

Last October, when we warned
that over-pessimism at that time
was not justified, and that the
high in production and wholesale
prices had not yet been reached,
we: also told them that we be-
lieved a sharp setback in general
business activity would be under
way by the fourth quarter of 1947.
Almost a year has passed since
that time and we find little rea-
son to believe that production and
prices can . get through the  re-
mainder of the year without the
beginning of a sharper and more
general decline,

Thé Domestic Market Shrinking

Considerable downward pres-
sure developed last Fall in many
wholesale markets. An important
source of this pressure was a
sharp drop in now orders by re-
tailers, You have frequently heard
the argument that income and re-
tail sales do not change very
rapidly during the early stages of
‘a changing business cycle. This is
true, but it is also true - that

markets come very abruptly.
These markets are sensitive not
so much to the volume of goods
being moved to the consumer, but
to the volume of new orders being
placed hy distributors. And un-
like the level of retail sales, the
volume of distributors’ new orders
does change drastically from time
to. time.

This is what happened last year,
Distributors were seriously over=
committed at the end of July and
reduced their new buying during
the , third and fourth quarters,
when it normally shows a seasonal
gain, A year ago, however, exports
were still rising, manufacturers in
some cases - were still actively
huilding up inventories, and other
form of demand, such as those in
the construction industry, were o
the up grade. .

By May of this year, distribu=
tors generally had gotten back
into a more reasonable position.
Their unfilled orders were still
somewhat high in relation to pre-
war normals, but their stocks
were slightly below normal in re-
lation to current sales. In June,
their earlier policies began to be
reversed. There was a very sharp
pickup in new buying, which con=
tinued in July end August.

The normal placing of initial
orders for the Fall season was
misinterpreted by many sellers as
being a new revival of demand.
Inflationary psychology was stim-
ulated by. the, advance in coal
miners’ wages and in steel prices.
Before long, many distributors
seemed to accept the sellers’
viewpoint that initial buying had
not been enough. There are in-
dications now, - therefore, that
third quarter orders by distribu-
tors increased by as much as 30

changes in primary or speculative |

(Continued on page 33) '
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an offer to buy,
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$260

severally agreed, subject to certain
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NEL

1 Price $53

This it under 0 circumstances to be consirued as an offering ¢
n or as a solicitation of an offer ta buy, any of such ;har(:.
_ The offer is made only by means of the Prospectuss

plus accrued dividends from July 10, 1947

wro.

of these shares for sale, or &8

September 10, 1947

*100,000 Shares
- Seaboard Finance Company
Convertible Preferred Stock

(No par value—stated value $50 per share)

¥OF these shares, 56,184 are initially being offered only by the Company toits
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Exchange Offer expiring on September 19, 1947, The underwriters have
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Gilbert J. Postley Co.

Joseph F, Donadi, has joined
the trading departiment of Gilbert

Copies of the Prospectus may be oblained from any of the {mral unders
writers only in States in which such underwriters are qualified o act as
dealers in securities and in which such Prospectus may legally be distributeds

These Securities were placed privately through the undersigned with institutions purchasing them
for investment. They are not offered for sale and this announcement 5 e
appears as a matter of record onlys . )
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? Labor's Policies Must Be Worldwide

By DAVID A, MORSE* :
Under-Secretary of Labor

16 (1016) Thursday, September 11,1947

Canadian Securities
By WILLIAM J, McKAY

In the attempt to cure the world’s current economic ills, drastic
experimentation is certainly not the appropriate medicine at this
stage. The plight of Britain today would have been less acute if the
Labor Government had not chosen such an unpropitious period for
its far-reaching schemes of Socialization. In the same way the deli-
cate balance of international economic relationships can not with-

Government official, urging labor to extend its thinking to all corners of earth, asserts impoverishment
abroad will drastically lower our production and entail severe unemployment.

‘Labor Day was created to give recognition to what its founder called “the industrial
spirit, the great vital force of every nation.”
It was “the industrial spirit”—the will of free Americans to work under a free system—
: which made ¢ .

stand any further rough shocks®
produced by endeavors to effect
fundamental changes in the exist-
ing economic framework.

The Canadian situation well il-
lustrates this point. Prior to the
world U. S. dollar crisis Canada
had an active and flourishing vol-
ume of foreign trade which the
Dominion was' able to finance
partly by foreign credits and part-
ly by the traditional method of
offsetting U. S. dollar deficits by
conversion of its favorable bal-
ance in sterling and other cur-
rencies,

With the near exhaustion of the,
foreign-held fund of U, S. dollars,
Canada has now to give consider-
ation to revolutionary changes in
her historic economic relations
with Britain and this country. The
most obvious course suggested is
the choice between * economic
union with this country and the
entry into a customs union with
Britain and the other British
Dominions. s

Either alternative, however, im-
plies economic nationalism of the
worst kind and the abandonment
of a multilateral system of world
trade. Instead of the present divi-
sion of the world into two camps
chaos would be worse confounded
by the partition of those coun-
tries which still adhere . to the
principles at least of a free system
of foreign trade and democracy.

It is vital therefore at this
eleventh hour to avoid this dis-
astrous disentegration of the time-
honored bases of world trade, In
spite of their imperfections and
the ruinous impact of two world
wars U, S. trade with Britain,

CANADIAN BONDS

‘GOVERNMENT
PROVINCIAL
MUNICIPAL

CORPORATION

CANADIAN STOCKS -

A.E. AMES & CO.

TWO WALL STREET
_NEW YORK 5, N. Y.

RECTOR 2-7231 NY-1-1045

- TAYLOR, DEALE
& COMPANY
.64 Wall Str; t,. New York 5
WHitenall 3-1874
.

CANADIAN
SECURITIES

Covernment Municipal .

Provincial Corporate

Canada and the rest of the British
Commonwealth has constantly ex-
panded. ,

Efforts so far to maintain this
desirable state of - affairs have
been far from successful. Lavish
and indiscriminate outpourings of
U. S. dollars and theoretical glo-
bal schemes for world rehabilita-
tion have only aggravated the sit-
uation. What is now needed is a
practical plan to assist this coun-
try’s best customers during the
present period of emergency.

Although more difficult fo put
into execution than during the
war, a “Hyde Park” aereement
with Canada would constitute the
ideal first step. This could sub-
sequently be extended to other
British Dominions and then as an
alternative to U. S. dollar gifts
and loans, sterling could be ren-
dered  convertible during the
emergency period as a result of
temporary official support by the
U. S. currency stabilization fund.
If thereby the war-stricken Rrit-
ish economy could be restored to
‘ts former strength this invest-
ment in sterling could conceivably
return good dividends. Moreover,
the resources of the British Com-
morwealth as a whole still are
"aplable of providing good collat-
eral. 3

During the week- the securities

market continved to follow the
4ull and declining trend of recent
months, There was little: activity
‘n the external - section, but at
their new low level internal Do-
minions attracted some institu-
Yonal investment demand. Free
funds continued to ease partly as
a result of liquidation of internal
securities and partly with the'de-
rline of ‘the tourist demand for
Canadian currency.
Stocks were more active and
the golds moved into a higher
trading range as a result of buying
of a ‘more solid type than has
hitherto 'been evident, Papers
and Western oils also strengthened
noticeably and reports from the
new Leduc oil-field in Alberta
tend to confirm that Canada bas
discovered a source of oil that wil]
eventually replace the Turner
Valley - field -as the Dominion’s
principal producer,

William L. Johnsen Is
With Farwell, Chapman

(Special to THE FINANncIAL CHRONICLE)

- CHICAGO, ILL.— William L,
Johnsen has become associated
with Farwell, Chapman & Co.,
208 South La Salle Street, mem-
bers of the New York and Chicago
Stock Exchanges. Mr., Johnsen
was formerly President of Behel,
Johnsen & Co., Inc,

FHLB Issue Placed |

An jssue of $85,000,000 1149
one-year consolidated notes of the
Federal Home Loan Banks were
sold at par September 3 by Eve-
rett Smith, fiscal agent. The issue
is dated Sept. 15, 1947 and matures
Sept. 15, 1948. The proceeds will
be used largely for the financing
of home construction through
3,700 member savings and loan
associations over the coming
months, - : :

‘Marshfield Steele Dead

Marshfield Steele, head of-
Marshfield Steele & Company,
Inc., Fort Worth, Tex., died at the

age of 59 after a long illness..

our country
the arsenal of
democracy, It
was the pro-
ductive capa-
city and com-
petence . of
American
workers and
the industrial
know-how of
American
. management
which en-
abled our Na-
tion to out-
produce the
entire world.

David A. Morse

This margin of productivity was a

vital factor in our recent military
victory. -
In the two years since V-J Day,
this same spirit has begun to
penetrate the world economic
arena, operating as a force for
peace. An impoverished, sick and
hungry world has turned to us
for assistance.' Once again Amer-
ican labor and Amarican manage-
ment are rising to the occasion.
They have reconverted an indus-
trial arsenal to production of con-
sumer geods with a minimum of
economic and social dislocation.
They have achieved unprece-
dented heights of peacetime pro-
duction., They are teeding to a
world starved for consumer goods
the machines and materials which
will build the homes and plant and
harvest the crops. They must re-
solve to continue.to assist in cur-
ing the ills of a world which afier
six years of total wur stands at
the crossroads of civilization.
Labor Day was first celebrated
with a street parade to demon-
strate to the public “the strength
and esprit de corps of the trade
and labor organizations.” That

‘was in 1882, Since then, American

labor has, among many other
things, obtained shorter hours,
higher wages, safer and healthier
working conditions, welfare funds,
unemployment compensation and
other benefits that cannot be
measured in dollars.

As a result, the working man
of today is achieving the status
in our country which he deserves.
He sits on labor-management
committees. His representatives
serve on Government boards, have
been recognized in the councils
of the United Nations, and sit as
voting partners in the Governing
Body ‘and Conferences of the In-
ternational Labor Organization.
Labor has made substantial
progress in obtaining universal
recognition,

Responsibilities and Objectives.

These points are on the asset
side of the ledger. However, there
is much more to be done—angd it
is well for all of us on this day
each year to reflect not only on
the past but also ‘on the respon-
sibilities and objectives which lie
ahead. The improvement in la-
bor’s position has brought serious
responsibilities which must- be
met. Yet labor’s present position
is neither strong enough nor se-
cure enough for complacency,

Many difficult problems still ex-|E

ist; many unsatisfactory condi-
tions still require correction,
Labor can no' longer confine its
thinking to the four corners of
our own country. Labor’s policies
today must embrace the world
and take into consideration the
problems of our fellow men in
all parts of the earth. That is the

*An address by Mr. Morsé over
Columbia Broadcasting System,

Sept. 1, 1947,

vy

new responsibiltiy—the perspec-
tive for the -immediate future.
Only if labor, and all other Amer-
icans, .raise their sights to* this
extent can we hope to maintain
our democracy and insure that
men everywhere will be free,
Labor Day 1947 is celebrated in
a world far different from that
in which we marked the same oc-
casion a few years ago. Formerly
we were able to pursue our na-
tional self-interest without: con-
sidering the international conse-
quences of our actions. Today
labor, industry, and agriculture
realize that our national self-in-
terest in conditioned greatly by
world developments. Our domes-
tic actions have a direct effect
upon the health and well-being of
other countries; and their domes-
tic programs in turn affect us.
This is as true in the economic
field as it is in the political and
military fields. -

Impoverished World Spells
U. S. Unemployment

* An impoverished world cannot
buy American goods. An impov-
erished world cannot sustain de-
mocracy. Let me be as clear as
I know how to be about this. If
there is no market for our ex-
ports, we must curtail ‘our own
production to that extent. Cur-
tailed production means unem-
ployment. Unemployment of
American workers results in
diminished purchasing power at
home. This necessitate additional
reduction of production and more
unemployment. It also makes it
difficult for us to import goods
—particularly essential raw mate-
rials—from other countries. This
in turf results in curtailment of
production and in some unem-
ployment in those nations,

At the present time the world
badly needs American goods. Most
countries do not, however, have
sufficient dollar or gold reserves
to buy as much of American prod-
ucts and food as they need. Loans
to these countries have served as
a stop-gap. They have permitted
purchase of American products of
farm and factory, This in turn has
helpgd us maintain our own pro-
duction and imports at high levels
—thus benefiting them and us.

It is this interdependence of
world economics which makes it
Impossible for us to maintain high
levels of ‘employment and pro-
duction over long periods unless
other countries who aré otir cus-
tomers are also prosperous. We
cannot remain an oasis of plenty
In a desert of destitution.

American businessmen, work-
ers, and farmers are now gen-
erally cognizant of these facts.
They - realize that helping the
world to get back on its feet will
help ‘us to stay on our feet. They
realize that helping our neigh-
por’s is not. only a good deed ;but
1s of mutual interest and wconcern,

It is for these reasons that there
has been such universal accept-
ance of -this Government’s policy
which was so aptly interpreted by
Secreta;y Marshall at Harvard,
urope is now attempting to work
out a plan of self-help and self-
organization so that we may assist
with greater effectiveness in a
long-term program for world sta-
bility. Europe, faced with chaos,
has drawn new hope and .inspira-
tion from America’s words and
deeds. This is a front from which
we cannot morally retreat,

Necessary Resolutions

If our domestic and internation-
al policies- are to succeed, there

are three resolutions which Amer-
ican’ workers must make during
the coming year: (1) high produe-
tion and productivity; (2) main-
tenance of balance in price-wage
relationships; and (3) stability in
labor-management relations.

These are not only essential for
the continued well-being of
American workers.. They are also
prerequisites for. the continued
prosperity of American business-
men and American farmers—and
for the recovery of our allies who
suffered devastation and ‘destruc~
tion during the war. While I speak
here of the resolutions to be made
by labor, the same applies equal-
ly to all other groups of our coun-
try. .

(1) High production and pro-
ductivity must be maintained if
we are to have maximum em-
ployment and prosperity at home.
They are also essential if we are
to supply America and the world
with the products, machines and
food they need.. When produc-
tion is curtailed, it is labor which
feels' the adverse effects first—
and' longest. Even  during seven
fat years, workers do not have
enough margin of income over ex-
penses to prepare for seven leamn
years. - Consequently ® American
workers have the greatest stake
in high production and produc-
tivity. - &

(2) High wages are of little
value ‘to the American worker if
prices are still beyond his reach.
The average person is more vital-
ly concerned with what his wages
will buy than in the humber of
dollars he receives,. That is be-
cause high wages are merely an
illusion in an economy plagued
by soaring prices.

Yet prices and wages are direct-
ly related. High labor costs make
high prices just. as high prices re-
quire high wages. Therefore there
must be maintenance of a reason-
able balance between prices and
wages if one is not to chase the
other up in an inflationary spiral.

General Interest First

It is in recognition of these facts
that business, labor, and agricul-
ture must put the general interest
before personal gain and exer—
cise  self-restraint in seeking
higher prices and higher wages.
The only alternatives to such eco~
nomic statesmanship are govern-
ment controls or inflation. Since
government controls ' over the
price 'system have been removed,
we must exercise self-restraint im
the maintenance of a balance be-
tween prices and wages or suffer
“boom and bust” inflation. . It is
imperative that more and more
businessmen, workers, and farm-
CTs recognize and operate by this:
principle. 5

(3) . Stability in labor relations
is essential to the maintenance of
high production, Strikes and lock-
outs could have a disastrous ef—-
fect at this time. They ‘would
interrupt the vital momentum of
America’s industrial machi ne.
They would also cut off shipments
abroad which are so badly needed
for world recovery. ‘

It is gratifying to report that in
recent months both labor and
management have often made
substantial concessions to avoid
work stoppages. Such statesman-~
ship will be needed to. an even
greater degree in the months
ahead.

On this Labor Day 1947 it is
also appropriate for us to turn our

attention to the plight of those
less fortunate than we, Two years




Volume 166 Number 4628

THE COMMERCIAL & FINANCIAL CHRONICLE

(1017) 17

3 Day th 11 h
y-J Day there are still hun-
2%55 of thousands of the victims
r who have no homes to
it is safe to return. These
workers — mechanics,
carpenters, machinists,

of wa
which
too, are
Jaborers,
farmers.
ersons.”

Americans are descendants of
«displaced persons.” We should

realize what it is to have to leave |
a land because of political or re-.

ligious peliefs. We know that our
Nation has drawn strength from
the varied nature of our popula-
tion. The various nationalities,
races, and religions which have
come to our shores have all made
significant _contributions -to the
fultural, scientific, and political
. life - of ' the Nation; 'and all gave
their blood in our recent fight
against aggression,

1 know
fast to disregard the needs of
those homeless refugees who ‘ask
only - the opportunity for a new

start.

On. this Labor Day American
workers can look to the past with
pride and to the future with hope
and determination. There is still
much to be accomplished. There

are still substandard wages and

unsatisfactory working conditions
in some . occupations which . need
correction.  There are other
knotty problems requiring solu-
tion. Most American workers are
today working for better wages
and under better shop conditions
than ever before. The vigilance of
workers and their representatives
and the recognition . on the part
of industry that it has a stake in
its workers’ welfare alone can as-
sure continued progress.

i In certain situations cooperative
endeavor by labor and industry
will not suffice to assure solution
of problems facing many work-
ers. In those cases legislation will

" pe needed. It is for that reason

that President Truman in his La-
bor Day Statement called for
early Congressional action to in-
crease mimimum wage rates,
broaden the socal security system
%by extending its benefits to a
greater number,” and establish
an “adequate system of health
insurance,” I am sure ‘that labor
and the public at large will hail
and support enactment of this
wital legislation.

I am confident that labor, con-
scious of its strength, senses the
importance of its responsibilities,
and will work and build  for an
always better America and a de-
cent peaceful world.  To labor all
‘Americans can say: Best wishes

ior the tasks that lie ahead!

Finance Institute Offers

- New Fall Courses

The New York'Institute of Fi-
mance, successor to the New York
Stock Exchange Institute, is of-
fering the following advanced lec-
gure courses this Fall:
| W. Truslow Hyde, Josephthal &
Co—*“Analysis of Public Utility
Holding Company Securities.”

Patrick B. McGinnis, McGinnis,
Bampton & Sellger—*Current De-
welopments in Railroads.”.

- Harold H, Young, Eastman, Dil-
fon & Co. — “Current Develop-
sments in Utilities.”

Louis H. Whitehead, Louis H.
Whitehead Co. — “Current Eco-
womic Developments ~ Affecting
Security Values.”

The Fall Term commences Sept.
15. Basic investment analysis and
Trokerage procedure courses are
included in the curriculum. Reg-
istrations are accepted at the New
York Institute of Finance, 20
Broad Street, New York 5, N. X

With Newburger, Loeb

Newburger, Loeb & Co., mem-
Yoers of the New York Stock Ex-
<hange, J
Seiniger is now associated with
them as a.registered representa-
tive in theé firm’s branch office
at.57th Street and: 6th-Avenue,
New York City.

[Moitized for FRASER
p:/[fraser.stlouisfed.org/

We call them “displaced

that labor will be the

announce that Samuel’

Pay Rises Are the Workers' Right

By LEWIS B, SCHWELLENBACH*

Secretary of Labor

Labor Secretary asserts wage boosts have not been sole cause of priqé rises.‘ Citing relatively small

rate of savings among low income
. groups, Mr. Schwellenbach decl i
as corporations to nest egg for future. ’ S ki Raru AN akusl ek

‘ Two years ago last month the unconditional / 5
celebrations occurred in all parts of America. proie il i ait ppi

months recon

We now know

Great

] The belief was strong that within a few
version to p‘eace;.\ would ensue in both the international and domestic scenes.

how false was

that hepe.’
Roadblocks

have been ¢re-

ated and used

to prevent any

speedy inter-

national prog-

ress. On the

domestic side,

despite the

fact that our

production for

1946 was the

highest peace-
time produc-

tion in the

history of our :
nation, we still are not producing
enough to permit the ordinary
laws of supply and demand to
come into play. One thing I be-
lieve all of us failed to envisage
on VJ-Day was, the impossibility
of our casting aside the nervous
tensions ‘which had developed in
almost four years of active war,
Out- of those tensions grew dis-
trust, fear and antagonisms which
had developed during the wartime
years, The ‘shadows of distrust,
the fears and antagonisms, hung
like clouds over every meeting
between industry and labor: These
clouds, in many instances, made
impossible’ the securing of agree-
ments through' the ordinary pro-
cedure - of collective bargaining.
Many strikes resulted. Despite the
work stoppages thus resulting, we
did produce more goods-and serv=
ices than we have produced 1n
many previous peacetime years,
and during the six-months’ period
from Dec. 23,1946, to June 23,
1947, the number of stoppages
was among the lowest in any
peacetime year since 1921, with
the exception of the years of the
deep depression in the early 1930’s.
It is my considered opinion that
the prime reason for the decrease
in strikes was that by that time
tension had been lessened and the
nerves of our people had been
relaxed. )

I am not unaware of the criti-
cisms that have been made of the
Administration and of me during
the period of labor unrest. The
chief ériticism of the Administra-
tion has been‘that it relaxed wage
controls so much sooner than the
Congress repealed price controls.
That criticism is unwarranted and
contrary to the facts. It is true
that operations of the Natloqal
War Labor Board concerning dis-
pute cases between employers and
employees were eliminated as of
Dec. 31, 1945, but the Wage Sta-
bilization Board, which , passed
upon wage increases insofar as
they might have affected our
national economy, was continued
in operation until February, 1947.
Congressional action which gen-
erally lifted the lid on prices was
taken in June, 1946.

Critiéisms Answered

T was criticized because I didn’t
crack down and_ publicly rebuke
whichever side of the labor dis-
pute I felt was in the wrong dur-
ing collective bargaining sessions.
A doctor doesn’t attempt to cure
a nervous patient by denouncing
him - in the press. Furthermore,
the statute under which I oper-
ated in the conciliation of disputes,
as construed by regulation by the
tirst Secretary of Labor in 1913,

required impartiality as between

» o

L. B. Schwellenbach

#A radio address by Mr.
Schwellenbach over Station WOL

larid Mutual Broadcasting System,

Aug. 31, 1947,

| |of the Administration, definitely

labor and its employers, I knew
that in any particular case in
which I rebuked one side or the
other, neither I nor the members
of the Conciliation Service could
etfectively work in that case once
a position of impartiality had been
abandoned. It has been the policy

adhered to, that the only demo-
cratic way to handle labor dis-
putes was through the medium of
free collective bargaining. That

tions are the fruits and goods of
peace,

Insufficient Praise for American
Worker

I cannot restrain my own ten-
sions when I think of the faltering
praise which has been given to
the American worker for his ac-
complishments in both war and
peace, Particularly do I resent
the -widespread effort -that has

was made clear by President Tru-
man in his Labor Day message of
this year, He said, “The bargain-
ing table at which labor and man-
agement sit to work out their
common problems is indispensable
to our democracy, and must be
safeguarded against any attempts
by misguided or  ill-intentioned
groups or individuals to weaken
or replace it.” I know that many
people in this country without
realizing the results which must
inevitably flow from such action
believe that labor problems might
quickly be solved by instituting a
system of compulsory arbitration.
The fact is that in those countries
which have tried compulsory ar-
bitration, the results have been
total failures, Furthermore, such
action here would go contrary to
the system of democracy which
we cherish and for which we have
fought two wats, It would be the
direst tragedy for us should we
take this first step toward dicta-
torship. How could we then look
at the graves in every part of the
world where men are buried be-
cause they were willing to give
their lives in order that freedom
in America be not destroyed by
the totalitarian dictators who so
much hated it?

Labor, organized and unorgan-
ized, also participated in that war,
The high measure of production

that resulted from their labor is
proof that they too took part when
they made of America the ar-
senal of democracy for the world.
America is still the arsenal of
democracy. Our peacetime muni-

been made to shoulder the respon-
sibility for increased prices exelu-
sively upon the backs -of those
who work, Hardly a day passes
but some statement is issued hav-
ing as its purpose the aeceptance
of this doctrine by the American
people, Particularly {requent now
are those protestations. The rea-
son for it is’ the hope that the
American people will forget state-
ments that the same individuals
made in June of last year when.
they promised that with the lifting
of price, controls within-a few
months prices would be lowered.
I know that they must shudder
when they see the monthly re-
ports showing how prices are in-
creasing, but they should not be
permitted to justify their dismay

have done a magnificent job 'im
prod};cmgat a time when the pro-
duction of farm products was es-

- | sential not only to our own econ-

omy but as a protection of our
position in the international field: .
For example, wheat. The estimate
of wheat production this year is
1,400,000,000 bushels, I remember
that when I was a member of the
Senate Committee on Agriculture, -
any time wheat production got
over 750 million bushels, we
started to worry about a surplus. -
The farmers of the country met:
the needs of the nation, both here
and abroad, and they gave us an |
increase in production almost im-
possible to understand, Yet the
fact remains that the price of
products produced very largely by
unorganized workers has increased
72%, and those produced very
largely by organized workers have '
increased. 48%.

I want to make it clear that I
do not contend that wage increases
have not been a factor in price
increases. It is obvious that they
have, That fact, however, does
not justify any effort on the part
of those who have increased prices
to place the whole blame for them
upon increases in wages.

Wages and Profits

For example, there has been a -
phenomenal increase in_profits
during' this last year, For the
first quarter of 1947 corporation
profits were $875,000,000, com-.
pared with $323,000,000 for the- .
same period a year ago, Corpora=
tions manufacturing automobiles
earned almost half as much for
the first quarter of 1947 as they
did for the entire year of 1939.

I do not contend that any manu-

by attempting to shift responsi-
bility entirely to the organized
workers of America.

There is one simple answer to
their protests, That is, that the
prices of food products have in-
creased 72% over prewar prices,
and, the prices of manufactured
proaucts have increased 48% over
the same period. Very largely the
people who grew and processed
the food products are not organ-
ized into unions. Almost univer-
sally the people who produced
manufactured products were or-
ganized into unions, I have no
quarrel with the farmers, nor do
I intend to pick one by pointing
out those facts. The farmers do
not fix the ptices for which their
products sell, They are fixed by
the operations of the wheat ex-
change, the corn 'exchange, and
other similar exchanges. Further-
more, the farmers in the country

facturer or that any corporation
is not entitled to make profits.
The profit system is the basis of
our economy, I would no more
favor a general regulation of prof-
its than I would compulsory arbi=
tration. I know full well the right
and need of a corporation to set
aside a portion of its profits for
future use. Again my objection
goes to the effort being made te
place full responsibility on labor
for price increases. These profits
are in part made because of in-
crease in prices, Let me reiterate
the fact that I recognize fully the
right of a corporation to set up
reserves against future losses. or
future disasters. What I do object
to is that many of the same people
who “contend for that right te
make their corporations secure,
also contend that the wage earners
of America should seek no adjust-
ment of their wages because of .

(Continued on page 28)
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¢ is.not to be construed as an offer to

to buy the securities herein mentioned.

\

" Pan-American Export Corporation

(A New Jersey Corporation)

(Mark;ting products under name of NATIONAL TOBACCO COMPANY,

a wholly owned subsidiary corporation)

93,000 Shares Class “A” Common Stock®
: (Par Value $1.00 Per Share) ‘

Offering Price $2.625 per share

Orders will be executed by
' Underwriter

(As defined pursuant to the Securities Act of 1933 ag amended.)

HENRY P. ROSENFELD CO.
79 Wall Street, New York, N. Y.

Telephone—HAnover 2-0217

sell or as an offer
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Funds

| LMut;zl

August—A

Bad Month

' By HENRY HUNT A .

The past month was unusually hot and humid, even for ugust,
and the s%les indices of shares in mutual" funds followed an opposite
course to temperature readings. Unquestionably the weather had an

enervating -effect on salesmen and¢

many potential buyers were on
vacation. Financial activity, as
measured by the volume of trad-
ng on the New York Stock Ex-
change, was the smallest in more
than three years, only 14.2 mil-
lion shares changing hands—off
72% % from the 1946 peak month.

For the benefit of Wall Street-
ers who wish they were farmers

ELECTRICAL
EQUIPMENT
SHARES

GROUP SECURITIES, INC.

A PROSFECTUS ON REQUEST
from your investment dealer or
Distributors Group, Incorporated
63 Wall Street, New York 5, N, Y,

Prospectus upon request from,
your investment dealer, or fram

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

Ke stone‘

b |

_‘H ‘_{Cust‘oclign“
Funds

Certificates of Purticipation_ in
INVESTMENT FUNDS

. . . .
investing their capnnl

IN
BONDS
(Series B1-B2-B3.B4)

PREFERRED STOCKS
(Series K1-K2)

COMMON STOCKS
(Series $1-52-53-84)

Prospectus from
your local investment dealer or

T]:le Keystone Company .
' of

50 Congress Street
Bostun 9, MAJ;Icl’IuseHl

oston

today, it is interesting to note that
during nine of the past ten years,
monthly volume on the Stock Ex-
change during the last four
months of the year has been sub-
stantially in excess of the August
volume — averaging 56% higher
for the decade.

Sept. to Dec,
Average
August  Monthly
Volume* Volume*  Incr.
20.8 319 53 %
© 217 333 53
20.8 20.7 s
-14.3 16.7 17
7.4 14.5 96
10.9 19.5 79
7.6 159 109
17.4 29.5 70
20.7 30.2 46
17.2 35.7 ~108
10-Yr. Avg. 15.9 24.8 56

*In millions of shares.

It will also be noticed from the
above tabulation that the August,
1947 volume of 14.2 million shares
was 10% % under the average of
the preceding ten Augusts and
little more than half the 4verage
volume for the last four months
of  the year during the past
decade. Let us hope that last
month exemplifies the adage, “It
is always darkest' just before the
dawn,”

Sell Against the Crowd .

In a letter to stockholders, Ed-
ward C. Johnson, II, President-of
Fidelity Fund of Boston writes in
part as follows: “It would seem
that there are too ‘many investors
who only want to buy or sell at

particular times. Thus the same
man who eagerly buys  General
Motors at 75 may have no inter-
est at all when it is offered at 50,
“We therefore are continually
emphasizing to ourselves that one
of the greatest advantages of full
fime investment management is

against the natural human tend-
ency to act -spasmodically when
it doesn’t ‘hurt to act.’ It's curious
how well one may know a given
principle of this sort and yet fail
in its application unless one keeps
remembering it. Probably that’s
why our homespun ancestors usgd
to hang mottoes on their walls; in
this case it might read ‘Where
emotion prevails reason depar.ts.’

“It may be that part tir_ne in-
vesting very often leads tg invest-
ing at those times when ‘it makes
one feel good’ to act. That’s
probably true of many act1v1t1§s
which are incidental to one’s busi-
ness — emotional factors play too
large a part. Investing should be
based upon matured convictions
of long run value which are acted
upon when it ‘hurts to act. It is
altogether too easy to buy and
sell with, not against, the crowd.

“It might be a fair conclusion
that investing, more than any
other ' activity, needs uninter-
rupted application because' spo-
radic emotions " are involved.
Therefore, that investment com-
pany can perform a real service
oy lessening the factor of emo-
tion which is necessarily present
to some degree in every invest-
ment decision.”

Shares Outstanding Up 539,
Asset Value Down 349,

The record of Keystone’s S-4

shows -that an aggressive sales
organization can sell a fund com-
posed of speculative common
stocks even in a declining market.
During the 12 months ended
July 31, the number of shares out-
standing rose 53% from 2,875,000
to 4,407,000 although net asset
value declined 34% from $6.77 to
$4.47 a share during the -same
period. Total assets of Series S-4
now amount to $19,715,000 of the
total $169,000,000 in Keystone’s
ten funds. &

RR. Equipment Orders Pile Up

Distributors Group in a recent
bulletin states that the R. R.
Equipment Industry . today offers
an amazing investment bargain.
“In the railroad equipment busi-
ness, the backlog of orders con-
tinues to mount.: In the first
seven months of the year the ecar-
riers were forced to retire 8,000
more freight cars than were re-

its' continuity of application as

ceived: from manufacturers; ‘re-

§ ;i A )

il
| THELORD-ABBET GROUP |
_ '

- " New York

—

Union Preferred

Prospectus upon request

LoORD, ABBETT

INCORPORATED
Chicago

i gL

Stock Fund

& Co.

Los Angeles.

Series during the past 12 months h

sult, there were 9,000 more cars
on order Aug. 1 than on July 1.
Furthermore, it is officially stated
that such retirement of worn out
cars was running steadily ahead
of deliveries.

“With ‘on hand’ orders for
freight cars more than four times
the total delivered in the first
seven months of this year, and
orders for locomotives close to
double the total delivered in the
same period, there is no question
of the continuing capacity de-
mand for railroad equipment for
years.”

Replacement Values Higher
Than Book Values

“Selections,” published by
Selected Investment Company of
Chicago, calls attention to the
fact that the cost of building new
plants today is far in excess of the
figures at which old plants are
carried. It comments in part as
follows: “It is quite probable in
the case of the representative
companies in a great many in-
dustries ‘that they couldn't begin
to replace their plant and equip-
ment at the values at which they
are carried on their books. Stated
another way: True book values of
a good many stocks are probably
much higher than the balance
sheets indicate, -

“In the depressed 1930’s, and
gven now, considerable emphasis
as been given by security an-
alysts to ‘liquid assets’ and ‘work-
ing capital’ in balance sheets.
That is certainly sound enough,
But it has often been the case that
the analyst has skipped over or
handled the plant and property
account as being of somewhat
questionable value, unless it hap-
pened to be owned by a public
utility,

“Actually, -it begins to appear
that plant and property account
may be worth not only the figure
at which it is carried, but prop-
ably very much more.

“Stocks usually represent
equity in tangible property,
among other things, That is one
reason why they have: usually
been g'god inflation hedges,”

Phillips, Schmertz & Co.
PITTSBURGH, PA.-— The firm

name. of ° Phillips, Schmertz &

Robinson, Union Trust Company,

-| members of the Pittsburgh Stock

Exchange, has been changed to
Phillips, Schmertz & Co, George
W. Sheridan ang Ellwood S. Rob-
inson have retired from partner-
ship in the firm, the latter form-
ing Aspden, Robinson & Co. in
Philadelphia. .

New Hampshire Secur. Co.

MANCHESTER, N, H.— The
firm name of W. H. Elmes &
Company, 875 Elm Street, has
been changed to New Hampshire
Securities Company. Earl S, Dud-
ley, Jr. is manager of the trading
depatrtment and customers depart-
ment,

SHARES OF CAPITAL STOCK OF

LIRP

INVESTORS

DRATED

THE PARKER

_Prdspéctu.s may be obtained from
your local investment dealer, or

ONE COURT STREET, BOSTON 8, MASS.

CORPORATION

Fundamental
nvestors Inc.

Prospectus from yor Investment Dealer or

HUGHW.LONG & CO.

INCORPORATED
48 WALL STREET, NEW YORK S, Ny

LO§ ANGHs <Hicaso

|last -year, Robert M.

Reports Marked Dm ‘
In Rate of Savings

New York Savings Bank Associa.
tion announces July deposits |

this year less than one-third for '
same month in 1946,

Deposit figures for the month of
July, released by the New York
State Savings Bank Association
reveal a marked lag in rate of gaix{
over previous months of this year
and over comparative periods. of
Catharine,
President of the Association and
the Dollar Savings Bank, reporteq
today. - :

“Though savings deposits ang
accounts in the 131 savings banks
of New York State continue to
show an' increase, it seems quite
apparent.that the continuing rise
in the cost of. living is very defi-
nitely affecting people’s ability to
save,” Mr, Catharine stated.

The savings banks of New York
show a gain for J: uly of $20,902,300
as compared with $62,340,070 for
July of 1946 and $50,007,485 for
June of ‘thisyear. The net in-
crease in new savings accounts for
July was 7,621 as compared with
24,686 for July of 1946 and 15,268
for June, 1947, ) .

During the first.seven months
of this year, savings bank deposits
have risen $335,300,075, or 3.7%,
as compared to $447,590,964, or
5.7%, for a similar period. during
1946. The gain in accounts for
the same seven months of this
year was 120,221, or 1.7%, as com-
pared with 181,414, or 2.8% for
the first seven months of 1946,

“While the net gain in savings
during July were sharply reduced,
the figures for the one month
are not- conclusive,” Mr. Catharine
pointed out. “Since most banks
credit interest dividends on J uly 1,
there is a tendency on the part of
depositors to delay withdrawal of
needed funds wherever possible
until the end of the interest pe- °
riod. Consequently, - withdrawals
are generally abnormally high in
January and July. The experience
during the next few months will
indicate. just how seriously the
ability to save is being affected by
rising costs and Ancreasing avail-
ability of consumer goods. If
people do not continue to add to
their esav‘i‘ngs regularly, or are un-
able 0 do so, it can .very easily
have a serious effect on our entire
economy. Not only would the
lack of new savings give further
impetus to the tendency toward
inflation, but also, the withdrawal
of savings would represent re-
duction of security reserves and
consequent future hardship to in-
dividual families,”

With Carter H. Corbrey Co.
. ASpecial to Tug FINanciAL CHRONICLE)

, LOS ANGELES, CAL.—Chester
Marecell, Jr., has become affiliated
with Carter H. Corbrey & Co.,
650- - South Spring - Street. Mr.
Marcell was previously with the
First California Company.

: Prospcct;s .

| may be obtained %,
from authorized dealers, or )

_ SELECTED INVESTMENTS COMPANY

‘o, 135 South La Salle Street ;

0 CHICAGO 3; LNgis - | -
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- Peace-Making Must Not Be

Senator George declares we cannot await cooperation from Russia. Doubts Sovi i
. i ‘ oviet wants or is pre-
pared for war. States U. S. will help those countries who try to help themselves. i

We are striving to maintain the Great Power unity which enabled in
War II but which has not yet flchieved peace nor secu’rit)y against aggrgsscl)lrss ttoo “;}rii;\zoﬁg

By HON. WALTER F. GEORGE*
U. 8. Senator from Georgia

Deferred

stand com- ‘
mitted.

With actual-
hostilities. at
an end we
realize and
are ready to
admit that
certain mis-
takes were
made in both
policy and
strategy dur-
ing the war
and thereafter.

The first of
these was not
our decision to
destroy mili-
garism as such, but our insistence
on the strangulation of the eco-
nomic life of both Germany and
Japan, It now seems clear that it
was a mistake to attempt to de-
prive the world of the construc-
tive capacity of these highly pro-
ductive countries. -

The second mistake was based
upon a misconception of Russia
and Russian aims. United in com-
mon military cause, we accepted
Russia as a democratic couniry
with aims similar to our own and
with the desire to join in the
making of peace and the enforce-

Walter F. George

Imperialism and Expansionism

Events have now shown that
Russia’s purposes are controlled
by traditional Russian imperialism
and the new Communist expan-
sionism; that from Marx to Stalin
the Socialism of the one and the
Communism of the other call for
the destruction of all other social
and economic systems, especially
‘Capitalism. These things were
little understood by us in our
generous desire to accept Russia
as a democratic ally. Plainly we
were not justified by the historic
facts of the record in reaching any
such easy conclusion and subse-
quent events have demonstrated
that Russia has fiot departed and
thas no purpose presently to depart
from the traditional doctrine of
imperialism a4nd the new expan-
sionism of which she has become
the foremost exponent in the post-
war world.

These mistakes are in part at
least responsible for the philoso-
phy which found expression in
the Quebec, Yalta and Potsdam
Agreements and led to the quad-
ripartite division of Germany into
four zones.

As realists we must accept the
present partition of Germany as
an: accomplished’ fact, -at least for
1the time being. We must also ac-
cept -as .a fact for the time. being
the present position of Russia in
Manchuria, North China andj
Korea, down to the 38th parallel.

‘Russian Perseverance

Whether Russia will change her
attitude is anyone’s guess. A care-
ful study of the history of Russian
Communism for the last 30 years
discloses that Russia is able to
adjust herself to conditions-which
she cannot control; that she has
time, ample time, in which to ac-
‘complish her. objectives and pur-
poses, and finally, that Russia can
conform her ideology to her na-
tional interest in both foreign and
domestic affairs. The only safe
course is to assume that Russia
will not abandon her main ob-
jectives. g

What ihen is the course which
we must pursue in the interest
of peace and security? Since Gen-

*Speech by Senator George
prepared for delivery at. Summer

eral Marshall made his speech at
Harvard on June 5, much has been
said about the “Marshall Plan.”
In truth there is no Marshall Plan,
as such. General Marshall sug-
gested an approach to the solution
of the pressing economic prab-
lems of Europe and gave expres-
sion to an idea wholly constructive
if ‘the devasted nations of Europe
have the capacity and the will to
act upon his recommendations.

Completely implicit.in-the sug-.
gestion is that it applies only to
those European nations who are
willing to help themselves and
yvho are able .to help themselves
in some measure- at this time of
crisis. Completely implicit in his
recommendation is the making of
an accurate inventory of present
resources and needs of all coun-
tries who are willing to partici-
pate in the recovery .program to
be ultimately announced. General
Marshall’s proposal was not ad-
dressed merely to the peoples of
Western Europe. Russia not only
declined to participate in the con-
ference suggested by General
Marshall but she effectively
vetoed participation by any of her
satellite states. It is worthy of
note that Russia did not break
definitely with the Western
powers in her rejection of the
Marshall proposal but she ap-
proached dangerously near an
open and final breech. Again it
must be concluded that Russia
does not want war with any of the
Western powers; it must be as-
sumed upon the basis of all known
facts that she is not able at the
present time to prosecute a war
against any first class power.
Should a final breech come. be-
tween the Communist states
headed by .Russia and the Western
democracies we will be forced to
make the supreme military effort
of all time. The cost to us would
be great but it is a cost which we
would bear. Of course, we do not
desire war with any, country and
we have no wish to.make war
upon Russia’s political, social and
economic institutions. By the same
token we ask that our own social,
economic and political systems be
preserved inviolate against direct,
open, or secret attack or infiltra-
tion.

Loans Not Grants

If the Marshall proposal is to
develop into a plan carrying with
it a substantial hope for. the
peoples of Europe and for the
peace-minded nations of the world
it must be understood  from the,
beginning that loans — self-liqui-
dating loans—not grants, are pro-
posed; that the initiative in han-
dling the loans upon this basis
‘must be accepted by Great Britain
and other European nations and
tiat = the opportunity shall be
available at all times to the United
.States to follow all advances made
for the rehabilitation of Western
Europe. Undoubtedly, such loans
"will serye the.general purpose of
relief but they must provide for
the rehabilitation of war devas-
tated areas and for the restoration
of the productive capacity of the
peoples of Western Europe. It'is
of first importance that all of Ger-
many now in the hands of France,
‘Britain and the United States
should be rehabilitated and the
productive capacity of Western
Germany adequate to full peace
time economy be restored. Some
48 million people live within
Western Germany. The areas now
under control of France, Britain
and ourselves. will not produce
more than 50% of the food sup-
plies necessary to the maintenance

and sale of goods, be able to sup-

ply 'the balance of the food,
clothing, and medicine actually
needed by the population of
Western - Germany. No further
reparations in Kind should be paid
by either Germany or Japan.

. I have said that the advance
in loans should be made for pur-
poses self-liquidating in chat-
acter. Through the centuries
tillers of the soil have needed
seed, fertilizer, tools ' and ma-
chinery for the planting and for
the harvesting of crops. An ad-
vance for this purpose is essen-
tially a self-liquidating loan; even
though the particular state to
which an advance is made is un-
able to convert the products of the
farm into money and to pdy the
logn, the people of the country
will have the advantage of the
crops produced and the necessity
for further production loans will
cease to exist. The manufacturer
must secure raw material, ma-
chinery and tools and supplies of
coal. Advances to aid and assist
countries of Europe to supply raw
material, necessary machinery and
coal are certainly self-liquidating
in chaacter, If the British people
expect aid from America they
must be wiling to dig coal
Austerity is not a substitute for
production. Objection to the min-
ing of coal in the Ruhr must not
be accepted as valid, except upon
the clearest reasoning. The United
States has not been remiss in
meeting its obligations since V-J
Day. We will continue to meet our
obligations. ]

Europe Must Share Burden

While we will help within the
limits of our capacity those people
who wish to help themselves, we
cannot carry the entire burden.
European nations must share the
burden. The World Bank and
Monetary Fund. where these can
assist must also share the burden.
The United States has always re-
sponded to the cry of those free
men who were seeking to preserve
places where they might retain
their freedom. What Europe needs
at this time is not an over-indul-
gent creditor but a wise creditor
who will aid in restoring the pro-
ductive capacity of the people of
war devastated lands to the end
that they may take care of them-
selves.

What will Rusia do in the face
of a constructive plan of ac-
tion for the reconstruction of
Western . Europe? Rusia did not
declare war when we came to the
assistance of Greece and Turkey
although the question of relief was
not the primary consideration mo-
tivating our action. I have already
indicated that in my opinion she
will not go to war although the
adoption of a constructive plan
of action for the reconstruction of
Western Europe and for the Far
East will not be entirely to her
liking. We cannot too long defer
the conclusion of peace in Europe
and in Asia;and finally, regardless
of the effect upon Russia, we must
make a real effort to create an
adequate peace force under United
Nations control, If Russia should
one day abandon the joint effert
to preserve peace it will be nec-
essary for the United States to
redouble its efforts to make the
United Nations organization func-
tion.. With the solidarity of the
Western Hemisphere assured is it
too much to hope that wise lead-
ership upon our part at this time
may lead to the rehabilitation and
restoration of Western Europe? In
all events it is our best hope.to

Our Reporter on Governments
By joxx_N T. CHIPPENDALE, JR,

The government securities markets took th '
s e announcement of
the terms of the non-marketable issue very much in stride, indicating

marketwise. . . . Prices of Treasury issues firmed slightly followin

the disclosure of the terms because the outstanding ogblig};tions'as §.
v‘vhol_e still appear to be more attractive than the new bond. . .. A
ipnsuigrable part of the rise to bring the marketable securities in
ine with the new offering had already taken place, . ., . The govern=-
ment market nevertheless appears to be somewhat on the cautious

'side, because investors are inclined to believe that the foreign situ-

?tiorgl and rumored: a}ction.by the authorities to retard inflationary
tirg;;s s may have a disturbing effect upon prices of Treasury obliga-

WAITING :
Some believe that the bloom is off the market on the up side for
the time being and as a result are inclined to move to the side-
Emes. .. The feeling of this group,; which.seems to be taking a
oomewh_at longer-range viewpoint of the situation, is attributed to
the belief that funds of non-bank investors seeking investment in
many -cases are now about in balance with the  commitments they
want to make, , .. ‘
Othgrs hold the opinion that the issue of non-marketable !
bonds gives them an out, in case the market should reverse its :
trend. . .. Hence they see no need to rush commitments. . . .

MARKET ACTION

Prices of Treasury issues, particularly the longer-term eligibles,
continue to back and fill at levels, slightly below their highs on not
too much activity. .+« Likewise the intermediates have given some
_groqng, as the buying wave seems to have petered out, . . . The
ineligibles have receded somewhat but the demand appears to be
fairly good for the issues that become bank eligible in 1952. .. .

Prices in most instances have gone down more from being
quoted down than from the pressure of selling. ... - W

On the other hand, some of the shrewdest money market fol-
lowers are mcl}ned to be on the defensive side, which probably means
they will await clarification of expected developments before there
is much change.in attitude, , ., ' ;
TIIE NEW 2145

... 'The non-marketable 212% bonds, due in 18 years, will no doubt
fill a sizeable amount of the existing demand with estimates of the
amounts that will be taken ranging all the way from $1.250,000,000
}q $2,000,000,000. . ., The latter figure will most likely be reached
if government trust accounts should be buyers. . . . Mopping up of
a part of the demand should relieve the Treasury of much of the
pressure of selling outstanding issues in order to keep prices within
desired limits. .« . | ’ . '
Redemption values for the new obligation indicate no. appeal
“for short-term buyers, but with the break-even point in yield,
*’;between the new issue and the outstanding- marketable secu-
rities about 1954, there is some attraction for those that would-
hold the non-marketable obligation eight years or more. . . . This.
is the maturity range in which a good part of the buying by |
commercial banks with savings deposits has been going on, so..
3he ne‘;v non-marketable issue should supply a part of this
emand. . . ., : ;

SWITCHING UNATTRACTIVE | b 1

The cash survender values of the‘non-marketable issue, as they
approach-maturity, are higher than the yields en comparable maturi-
ties of the restricted bonds. . . . However, the appeal of the new
issue is not so marked when one looks upon the ineligible issues
irom 1962/67 through 1966/71 as obligations coming due between
1952 and 1954, which is when they become bank-eligible obliga=-
tions. . . . There seems to be no reason why there should be liquida-
tion of the outstanding: marketable issues in order to take on the
non-marketable obligation. . . .

The short- and intermediate-term redemption values are not
favorable énough to warrant selling of corresponding maturities
of the outstanding securities. . . ., This is the bracket in which
selling might have taken place if the new offering terms had:
been more advaintageous. .. .

Although the return on the nan-marketable issue is more attrae-
'tive ‘than 'the' yields on outstanding securities, if held to maturity,
‘his feature is not likely to bring about liquidation of the longer-
term marketable obligations. . .". ;

PROBABLLE BUYERS :

Considerable talk is being heard about minimum subscriptions
¢nly, but net too- much stock is being put in this kind of thinking
becauge it ig believed that most investors will go in for as .many
bonds as they will be allowed to buy. ... Commercial banks with
savings. deposits according to reports, will be among the important
buyers of the new issue, despite their apparent distaste of a non-
marketable obligation. . . . This should take away some of the funds
that have been going into the 2%s due 1956/59 and the 2':s due
1956/5¢ and Sept. 15, 1967/72. . . . Trust accounts, according to
reports, will be amorg the sizeable buyers, with corporate obligations
Jikely to be affected move by these purchases than Treasury issues. ...

CREDIT CURBS POSSIBLE ;
There is a feeling that the powers that be have set a de'finite
pattern for future financing in the non-marketable issue and this has
faken many sellers of the marketable obligations out of the market
despite prevailing high prices and good-sized profits that ‘could be
realized. . . . Marketability means more to them at this time. ., . .
The early redemption valies of the new issue give no clu_es as to the
extent of the rise in short-term rates, other than to indicate it will
be a slow, gradual process. . .. While the Treasury states that the
funds raised from the sale of the new non-marketable obligation will
be used in the financing operation of September and October, there
is some question as to what is likely to take place. ... _
In some quarters, the opinion is held that in additfion to cash
payment of notes not refunded, there will probably be some

‘

of 48 million people. They must,

Commencement, University of
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therefore, through the production

keep-open the possibility that a
better world may dawn tomorrow,

credit restrictions instituted, with the proceeds of the new bond
issue. D et .

they had been pretty well anticipated and rather fully discounted’
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rgentina Reflects Prosperity of War Years Radio Advertising
By JOSEPH' W. ROWE* ¥
it el 7 e Vice-President, Irving Trust Co., New York Mr. Bubuo disg By ROGER W. BABS‘(‘)N »
ir sel. | S ; p 5 s . Dabson discusses consumer reaction to “commerci i
which | With trade balance in 1946 most favorable oi” record, Argentina is enjoying a period of inflation and concludes newspaper advertising as “ﬁsuall‘:ezzr}l: "oi‘: :ﬂli:
il ary prosperity, wnt!x ineffective price controls and deficient internal transport system. Banks have effective than auditory. Sees buyers’ market developgng along
SN | : i.:w-glﬁﬂ)?e :‘;l:tﬂ%es of thet,Govelr_nmgnttcentral. ba;xk and no change in official exchange rates is with more and better advertising. e
g eve - i sight. Pre overnment's policy is to acquire foreign-owned utilities and rail i .
Act \?var; -~ capital is welcome in:concerns partly Government owned. : ety e oy that‘:dﬁfgft?:ixf;n{gyggg%‘:ﬁ ﬂilsatbgtt!:rajf}f;tg’ ;t’f“g“s* Pooiees :ggl
y. g TR ‘ o ‘ » ) ’ ive years ago.
7 ; . it s $ "y : h lso®
We got | X “Present conditions in Argentina reflect the prosperity of the war years. Activity agre ey e ?h:% about statistics, My studies lead
.gngetg(—nzg- g0 ?lpugg‘hlghhva.nd.therz 1‘s‘_iso‘./far no-sign of a tapering  off. The long-range economic ‘higher sales|{me to believe that the pulling’
e I e o koo o oo 10 eoogty Lyan ofer befute resiliing from vertsing S| Overestimateg. Sersongi, Tohad
Nstore — . industrial: de-!interesting development has been|hardly b t result in|rather invest in the stock of al-
) ; eyon x
_skif)“n’]i’} velopment ' of | the new banking law under which stageyyet, yaltl(xloug}tlle cot;g;?zgtriigg lower ~prices.| most any newspaper than in the
By, the war years. | commercial banks became agen- | efforts’ have already begun. Ex- From this|stock of most broadcasting com-'
gned tg There ' is al- | cies of the central bank. The law | pert advice has been called in and survey, 1t|panies. Naturally, I would prefer
ns labog most . no for- | provides that all deposits are re-| it is reported that the plan (which seems clear|a company which both owned a
. yearg eign debt, and | ceived for the account and risk of | can only be realized slowly due that the pub-|good newspaper and a good
gaining gold holdings|the central bank; that a bank can-|chiefly to difficulty in obtaining lic fully be- | broadcasting station.
the hy« ~are heavy,|not loan in excess of its capital |equipment) will be scaled down. lieves in dis-| A newspaper advertisement i3
the naJ . Suggestive of |and surplus without the permis-|It is the announced purpose of the playing t h e/ available all of several, days to,
wonien. the .general|sion of the central bank although|government to finance this plan product but|the family reader, On the other
e well - being is|all loans are at the risk of the|with the profits of the Instituto often dislikes| hand, the radio “spot” must be
heavily the' fact ‘ that ) commercial banks., As far as the|Argentino de Promocion del In- ¥, » . the way in|caught on the fly at a certain
yrogram the average |public is concerned in its dealings | tercambio, otherwise known as Foup, Falamg which it is|minute of a certain day on a cer-
ousiness new life in-|with banks, no change of any kind | “Iapi”. This government owned |Over 50% think presented|tain station—or be lost forever,
! surance policy [ has taken place. The new system |entity is purchasing all of the ex- | quently is 1 kl? goooc} taste fre-|1n order to compare the amount of
gned to : has -increased | seems to be working smoothly. As|portable surplus of grains, meats, | jty fegl it a:v “i% tl? Yy a minor-| time an ad is available to the pub-
N pros ' Joseph W.Rowe  itom 7,000 to|the ceniral bank grants satisfac-|hides, vegetable oils and seeds—|listen to radioozo e"i ltlme to|lic in the two fields we might
dustrial it i 11,000 p e so s. | tory compensation for the services | in fact the major exportable prod- | 5 high broa dcastrinmercff a :;'. Even | take as example a weekly news-
ganized As in most other parts of the|which its agents perform, profits|ucts other than wool — and is|admitted that md{lg bo l%al has| paper with a circulation of 5,000.
T as to .world, - inflationary . forces, -in-|are good. Banks are strong. Com- |realizing a large profit from their | hag permitted 13 rt?ai casters| Multiply the number of minutes
r press fluenced by high circulation-and | mercial demand for ‘money is|resale abroad. Profits for 1947 are | cesses.” The radig vte I;is % h?xl; Jhich She acverlsing 1s availabis
itics scarcities, are at work, brisk. Commercial interest rates|estimated by the government at|put on over twent sta 0?1 WAICR | to its readers (say 10 hours a day
- a little : range from 5% to 6% per annum. |2 billion pesos. One of the weak- | “commercials”® i y-two hundred | for a seven day week) by the 5,000
: % General : No change in the official exchange | nesses of the Five Year Plan, as|19-hour days) i: one week (of| circulation and you get 21,000,000
e Tafte ... The favorable trade balance for |rates is in sight. pointed out in some quarters, is |ample, It sI};ows 1;:gflw‘lemusualhex- minutes. Along the same line of
effects 1946 was the highest on record.| A point of strength in the fi-|that a year or two of normal|public might well bever, w‘?frg reasoning, a one minute radio.
1 action There is general expectancy that|rancial field which is worthy of | cereal production in Europe may |up” with the trend come . “ied | commercial would need to have a
s weak this favorable balance will con-|mention is that during the infla- |cause these profits to fade quickly. ) possible - audience - of 21,000,000
1 keep tinue. - Generally - speaking, pro- |tionary war years no mushroom|“Iapi” is said to have already Consumer Reaction people to equal the pulling power
7 limite , "duction of basic products is nor- |development of small banks and|commited itself for purchases| Sometimes, consumer distaste is| o, <, Little weekly of only 5,000
9 mal, ‘A corn - crop roughly |financing companies occurred|abroad (a long list of articles|revealed in the purchase of som: circulation. Yet a good sized
air and - estimated at. 8 to 9 million fons |such as happened in many other [must be imported through it) to|gadget, such as I read about not radio-network may claim no more
r come . will shortly be harvested. Inven- | countries. , the extent of about U. S. $350 | long ago. By pressing one of two than a maximum potential listen~
st . tories not only are not heavy but|. One concern of the market|Millions although it is reported | buttons of a remote control Ing suplence. o 10,000,000,
such ‘as .- in- most imported goods are said |today is the perpendicular-rise of | that new orders are now being |switch it will eliminate all sound Conclusi
nerican . to be under normal.- Collections | common stocks, it being reported | Placed sparingly. It is too early | from your radio for a portion of clusion
1 celee .. are. good. Failures -are not-ab-|that in recent years the general|€ven to guess how this program |a minute, a minute or thereabouts, | . Visual teaching is more effec-
ighting « mormally . high. . Profits, - except | average of stocks has risen several [ May be implemented or what the | Just long enouugh to avoid the |tive than auditory. At least, this
ed that - perhaps for the farmer and stock- | hundred percent. The market is|Tesults will be, commercial, It is said that over|Seems to be a movie industry
weaks " raiser who sell at fixed prices to|still going up: The most common ‘ 900 of these were sold the first|claim. Newspapers have the vis-
ire des < the '‘government purchasing. and | explanation of this phenomenon Government In Business ‘week they were on the market! ual appeal’ They are especially
i-labor -« exporting ‘agency which will be|is. _high profits. and plethora of s 8 o .‘Sometimes the representatives|g00d for presenting “name” trade-
They _~ described later, . continue high.|stock dividends. 4 It is the declared policy of the | of the people have to go to work | Mark products. One suggestion I
he ine © While prices of real.estate are| ’ . . government to acquire foreign-|tq protect them, Federal Trade would make is that advertisers
om the «.very 'high, the market reports -Exchange Position owned utilities and railways on a | Commission decisions are usually | use larger type and fewer words.
. " relatively little speculation and no : ... |basis of fair payment for the|ypheld by the U. S. Circuit Court | The use of color is especially pro-
being i -undue- amount: of construction. |, Lhe gold and exchange position | properties purchased. Other ac- | of Appeals to protect the public | Mising. Almost 400 newspapers
demoa . There are no rent ceilings on new | totals around 5 billion pesos, there| tivities of the government in the | from products and services which | @ré. now printing two-color ad-
action, . buildings and new space is said having been some shrinkage since |field of private enterprise are pur- are not what they seem from | vertisements. Over 150 are print-
t talke to cost about double the price of | the high point of September, 1946 chases and sales of exportable | agvertising. Some people think |ing three-color ads, Color ads in
bnd its that under ceilings, Office and |hen it was approximately 6 bil-|surpluses such as those described | that the Federal Communications |newspapers ‘“stop” the  reader
ut the . living quarters are extremely dif- 101 Pesos. This is said to be due}above, control of importation of | Commission should become active |Many advertising experts think.-
n and ¢ ficult to obtain, : to heavy spending, mostly for gov-| certain products, banking - and | n improving the quality of radio| For the past three months a
con-= Notwithstanding efforts taken | €rnment account, to pay for|petroleum. It is not known that|programs, Others feel that a prod- | “buyers market” has been de-
being to make price controls effective, neetﬁedt 11mp§rts andt iy K;xtrch?ge the government contemplates en-|yct's radio commercials might be | veloping. More advertising and
bushed the results have been mostly nega- | of the telephone system. After the| tering any other field of business | changed for the better by a sort|better advertising are again be-
tive. As a consequence, a fairly payment, in. June of - £150 r{llxlllon activity. of boycott or refusal to buy on|coming necessary to interest the
g our . broad .black- market obtains, |1f, the Brlt;sl}-ov;ned tr_a : wetxys Foreign capital is welcome but|the part of large women’s clubs|customer, But, with a U, S. popu- ..
or the Drastic legislation has just been |2Rd after allowmtg X dan }c%pa ed | emphasis today is placed on the |or organized groups of business|lation increase amounting to over
ant a -+ adopted to punish price offenders exchange receipts and disburse-| . oation of new industries involv- | women. Unpleasant publicity from | 9,000,000 since 1940, business also
r the . - and speculators. A composite esti- ments, the best guess is that the| ;" 3" nived company owned|a group representing the largest|has an enormous new market to
profit . ‘mate is that. the cost of living |femaining total gold and exchangg partly by the government and|buyers of home commodities |sell. It should be able to meet the
during recent years has increased holdings may then be about 3.0,y by private capital, foreign | might bring drastic action, challenge of good old American
better " mbout 85% and is running ahead | Fillion Desos. Although holdings | ;g gomestic. - competition with bounce and with
oved of real wages, For this reason, | 0L dollar exchange are believed | ™ ‘ Comparisons pleasure provided the newspapers,
duca< < there is mogr "or less continuous | t0 be shrinking and it i3 expected Composition of Imports I am not an expert on advertis-|both large and small, are fully
bortie « labor te ?if ‘uent strikes, | that the trade balance with the ing but I do know something| utilized.
) 'Labor‘igreks fax; hreguerﬁogrls" and United States will in all likeli-| So far as imports are concerned,
shall lncreaseg rz 10 Z gg ?II“here seems | ood continue to be unfavorable, | the broad development of indus- . ok
ull - [l - g0 be s labor shoriage in most | there 18 Teasen, to, baeve |y g e e o ian Rustralia Sells Gold fo Britain
ngth! lings & fa ; ad or, 8 %r tg't i tho 5% | there will be no hesitation in sell-| templated by the Five Year Plan,
- that the igfx;?ératl;or: progx%m ing gF’lii it ngceffa.ryt? m;fztigon‘; }5 swinging thg %emta“d ek Australia has sold 150,000 ounces of gold to the United Kingdom.
N A ; mercial'needs. It is the opinion rom consumer goods to machin- . A : b : =
e B . ,}"‘"g}‘ is now under way will help | "0 5 3 ¥t “continued high |ery and industrial equipment, The | I announcing this Prime Minister J°Sep};£‘ Ch‘ftlfyﬁald ltlh aht d“ﬂo';g :
Day | to alleviate this situation. exports at favorable prices assure | types of goods most likely to be the depression Australia had to. part w practically ‘all her g
> Financial Developments ample foreign exchange for some|jn demand from the United States| reserves to meet overseas obligations,, During recent years the
-~ The. internal transport system tim}f to cogle. If grain prlo‘figfggg are n}acttlingry, T?W materltalst’for Commonwealth Bank had begun rebuilding the gold reserves by pur-
. i ! g Ll in Europe becomes normal, manufacturing, transportation ; ; ) nient. and the
s - [ gggl equipment _:tn‘e f;tief1c1entff g;ltc; exchange _availabilities . may, of |equipment, chemicals and certain é%ﬁmgnmilg‘)l%l;r%kc\%?sg 1[;ll;z:iéuction The gover d
that =~ [ beiné nade ’towslerclursergre}\gv :quip- ot §1§r‘n§ece§2§§frl’;’estvrvi13§§3 consymer goods. to have continued the policy of | countries. Officials say that 'mk?St
. o3 aae 1o 2quip= | make gy "
ents ment abroad. Port congestion is imgorts and/or sale of gold. There : . gradually rebuxld‘:ﬁg Austrtaéxalf Ofathefggagz gfigcf:lc}sg?;il;eoilti ngf
: causing many headaches as it now | ;%" a1 control, not|McNear & Wlllard Formed | g0ld reserves, but the current dol-) manuia in Au
§ ta i t is a:broad gener H lar situation was so serious that|ported from “soft” currency
sl | I e adlsg, Ay Vlw% only of imports, but also Of €x-|  (special to Tux Prancus. Curoicu) it had been decided, for the time |sources. One of the principal ef-
hélré% ‘ Thgngtlga;?erd%fe afg?er?ilirlf‘g;lir?g ports and exchange. SAN FRANCISCO, CALIF.—/|peing, to sell current’ gold produc- | fects of the ban is likely to be an
The B = . is that this situatgion will only i Pl McNear & Willard has been|tjon to the United Kingdom as a|intensification of the labor de-
we B . slowly - right itself, it being e el A formed with offices in the Russ|gpecial measure of help in her|mand in local production. Most
ind ! thought  that real i’mprovement With the declared desire to|Building. Partners are Fred W.| present difficulties. contracts already made for tpe
the [4 . depends basically on additional |strengthen her own economy to| McNear, Edward H. McNear, ‘ supply of goods on the banned list
our G - Pport facilities. permit her to play her full pairt ’S“temkbegnga ntgt;e asxiln Rﬁgﬁfls}c{o Large Savings From Import Cuts | will be allowed to be fulfilled.
; % In the field of finance, the most r},ll;hefr}éitr%sft :rfo}:ﬁgrAvggﬁlcavsvaz Wici(iard. Mr. Wiilard has recently | A saving of $10,500,000 in the|Some clothing trade men say that
saic, i *This i £ eries of re-|Argentina has embarked on an been with J. Barth & Co. and|current trade year is expected by |huge imports of Bntam’s' cott(_)n
on Bl . S'is one of a Ser: th | ambitious Five Year Plan for pub- | prior thereto was a partner in Commonwealth officials following | :oce goods and other textiles will
the . miicgnprggggégog; l\l'ﬁ \gg&e lic works, transport, power plants, War]n{. C:(ag\z/al(i:er 8{‘hCo. t.'gnd }aeljé tt%ei ;gggggg&?égsog nz:i lggfntliltsyt' be essential to meet the shortages
ine s . e i ; i i i te. Baker 0. e others o
Sue, 4 . »:vh}éoyzgs;lted Aggolina eller fa E(l)lsghg,'?E)%alxtr?i’lllirgr?sn%?gg;ks? ft'tig partners in McNear & Hoelscher. restrictions on goods from dollar caused by cuts of dpllar imports.
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‘Keep Up Selling

By PAUL G. HOFFMAN*

Activity to Avoid De’pressiog_\!

Chairman, Committee for Economic Deve‘lopment
" President, The Studebaker Corporation

Laying cause of economic instability to fluctuations in market demand, Mr. .Hoffman stresses im-
‘portance of maintaining and expanding sales activity as a means of moderating any future depres-

sion.

Says continued willingness to spend and invest, combined with application of power and ma-

chinery to increase production, can moderate a depression, but denies there is any magic formula
to prevent peaks and valleys in business activity.

Early in 1943, Scott Fletcher, speaking for the Committee for Economic Develop-
ment, addressed the New York Sales Executives’ Club and urged you as mer_nbers to join
tion which then prevailed that immediately following V-J Day,

CED in challenging a notion

there was cer-
tain to be
substantial
unemploy-
ment. Predic-
tions were
being made:
quite  freely
that when
peace came,
from eight to
10 million
war workers
would be
walking the
streets look-
ing for em: Paul G. Hoffman
ployment. I ;
spoke at one forum at that time
at which a very prominent labor
leader predicted a minimum of

. 19,000,000 unémployed. This idea,

that large scale postwar unem-
ployment was unavoidable, was
exceedingly dangerous, Of and

by itself, it tended to create un-

employment by promgting a do-
nothing attitude and it also pro-
vided the collectivists: with "an
excuse for proposing a group of
radical measures aimed at intensi-
fying peacetime government con-
trols over our economy.

Mr. Fletcher urged that instead
of accepting this notion of un-
avoidable pastwar unemployment,
we should get busy at once and
make plans not only for the quick
reconversion of our . enterprises
from wartime to peacetime activi-
ties, but also for a substantial
expansion of business far beyond
any peacetime levels previously
reached. He urged that the Sales
Executives’ Clubs in the country,
in addition to their general sup-
port of courageous postwar p_lan-
ning take on the particular assign-
ment ‘of training' seles executives
for their enlarged responsibilies.
The magnificent perform-
ance turned in by the Sales Exec-
autives’ Clubs should be a source of
continuing gratification to you.
Your activities in the sales field
were matched by similar activities
on the part of thousands of other
businessmen in production, engi-
neering and-finance, Many na-
tional organizations in_ addition
to CED, and hundreds of local
organizations also, gave their full
support to the campaign to com-
bat postwar unemployment: You

. know the - results—employment

today is at a level that none of us
would have dared predict even
two years ago. :

Today, I'm going to ask the
members of the New York Sales
Executives’ Club to join CED in
combating another dangerous no-
tion—that_a great depression in
the early °’50’s is unavoidable,
When you think it over, the im-~
plications of such a notion are
terrifying, Who can doubt that a
great depression would put our
free economy in a most hazardous
-position! And if our free econ-
omy goes, our basic freedoms- go
with it, All this could happen
without any direct vote on the
part of the people on the issue
of freedom versus dictatorship.
We would slip'into a dictatorship
by voting for measures that would
have great appeal during a period
of mass unemployment, For ex-
ample, with millions out of work,
there would surely be pressure on
-the government to guarantee jobs

*An address by .Mr. Hoffman
before the Sales Executives’ Club
of New York, New York City,
Sept, 9, 1947,

ized for FRASER

for all. Such a proposal sounds
plausible, but only a totalitarian
government controlling all enter-
prise could make good on it. It-is
not only internal hazards that a

| great depression-‘would  ereate—

there would be hazards from the
outside as well. Russia today is
eagerly awaiting signs of collapse,
They know that their ideology
gains adherence only when chaos
prevails—when people are con-
fused and desperate.

Cause of Economic Instability |

Before we can intelligently corl-
sider measures aimed at moderat-
ing the boom-bust cycle, we
should try to determine what
makes  our . economy ' unstable,
The answer is simple. Instability
in- our economy results from in-
stability in- effective market de-
mand.  But the answer to why
market demand is unstable is not
simple, It is very complex in-
deed. Market demand for. goods
and services is, of course, made
up of the combined demands of
individual customer s, business
firms and ‘governments. At any
given time market demand  de-
pends upon (1). how much- cash
or credit is available to customers,
businessmen and the government,
and (2) how much of that cash or
the proceeds of that credit they
are willing to spend for goods or
to invest in business assets,,

That is clear enough, but in-
volved in the determination of

how much cash and credit is|:

available to customers and busi-
ness firms are such “minor” mat-
ters as income distribution, tax
policies, credit policies, and the
status of international trade.. In-
volved ‘in the determination of
how much cash and ¢redit is
available to the Fedeéral Govern-
ment are decisions of the execu-
tive branch and of Congress,

Willingness to Spend and Invest

Complex as are the problems
dealing with the matter of avail-
ability of cash and credit, they
are nothing as’' compared with
those which determine the willing-
ness. of customers and business-
men to spend and invest. Here
we run directly into psychological
factors, Individual customers
quite often haveé'endugh cash or
credit to keep market demand
stable but are not willing to spend
this cash or credit. Paradoxically,
this question of willingness of cus-
tomers to spend becomes a more
significant factor with every in-
crease in our standard of living,
When you give thought to it, the
reason is obvious. If most of us
are just barely able to earn a
minimum:living, we will have lit-
tle choice as to what we buy or
when we buy it, Our money will
go for food, clothing and shelter
that we have to have regularly.
On the other hand, the more
money we have beyond what we
must use for basic needs, the more
chance we have to choose what
we buy and the larger the number
of purchases which we can post-
pone—and aften do, even if we
have money in the bank,

What is true of the individual
buyer is true of business, Busi-
ness can also postpone its pur-
chases. Modern competition
makes business put more and
more of i_ts'money into capital
goods—buildings ang machinery,
office and store equipment and
inventories —to make possible

low-cost production and to pro-

vide the values and services which
buyers demand, If businesses do
not make such purchases, the sav-
ings of both individuals and busi-
nesses cannot find their way into
the stream of active, creative cap-
ital. But businessmen will make
investments in such capital goods
only if there is promise of a
reasonable profit; so these pur-
chases are postponable, When
chances of profit are dreary, they
are often put off even though
ample cash reserves are on hand.

It is against the background of
these various factors which in-
fluence market demand that we
must develop a program to mod-
erate its fluctuations. The pro-
gram must recognize, of course,
the necessity of maintaining ade-
quate purchasing power, but it
must also take into full account
the importance of giving individ-
uals confidence in the continuity
of their incomes, and business-
men, confidence in the prospects
for continued profitable opera-
tions, ]

While we are seeking for meas-
ures to minimize the instability of
our economic system and thus cor-
rect its weaknesses, we must con-
stantly keep in mind that its
strength lies in the natural lusty
vitality, 'That we must not lose.
Otherwise, we may end up with
a stabilized poverty so character-
istic of the tired, regimented, old-
world economics.

No Magic Formula '

Now comes the $64 question.
What kind of a program can we
get under motion that will yield
us dynamic stability? Perhaps
you will .agree with me that the
complexities of the problem. are
such that (1) it will take the col-
lective wisdom .of all of us—gov-
ernment, business, labor, agricul-
ture and the educators—to help
us work our way toward our goal:
and (2) there is no money magic,
no one formula, no one cure for
the boom-bust cycle. Neverthe-
less, if we fail to check a climactie
boom or if we have a disastrous
depression, it will not be because
of an act of God or a convulsion
of nature, It will be because of
the acts of men—American .men,
American leaders—you, and other
men like you: Looking backward,
we can see that all past depres-
slons were caused by things men
did (things which they could have
refrained from doing) and by
things they failed to do (whicl
thgy could have done). This
being so, if men act more sensibly
in the future than they have in
the past, fluctuations in the busi-
ness cycle can be moderated.
There is no excuse for either vio-
lent boo_ms or busts. By adopting
appropriate measures, the drop

between the peaks and valleys | b

can, I believe, be held to fluctua-
tions of 20%, or perhaps 15%.
We can live with that; we cannot
live with a fluctuation such as
that which took place between
1929 and 1932, when business vol-
ume dropped more than 50%,

. To achieve this goal of reduc-
ing the range in fluctuations from
50% to 15%, we will have to have
action on many fronts, We will
have to recast our tax structure
so that it tends to promote stabil-
ity rather than instability, as it
now does. We should also give
thought to stabilizing the avail-
ability of credit so that those who
are entitled to it can get it when

!times are somewhat tough, as wel]

as when times are good. In the
past, as you well know, it was
possible .to get- too much' credit
when you didn’t need it and very
little when you did. There are
also opportunities to promote sta-
bility in the management of the
public debt, through timing in the
construction of public works, the
administration of social security,
and the regularizing of employ-
ment, as well as in various other
areas, some controlled by govern-
ment, some by businessmen, and
some by others. However, if we
are to win our battle against de-
pression, there is one part of the
program the responsibility for
which rests squarely upon sales
executives.

Intensive Use of Power and
Machinery

Our productiveness and conse-
quent high standard of living are
dependent upon the large-scale,
intensive use of power and ma-
chinery. It is obvious that we
cannot have more goods for more
people by reverting to horses and
to hand tools, Yet, we fought the
last depression in part by setting
millions of men at unproductive
work—WPA leaf raking—and by
spreading the work in factories so
that a larger number of workmen
would produce a smaller amount
of merchandise, .

The steam and electric power
and the machines of production
have their counterparts in the
advertising power and mass sell-
ing essential to the distribution of
billions of dollars worth of mer-
chandise, We know that we can-
not distribute the products of mass
production by reverting to ped-
dlers’ carts and handbills. Yet
many businessmen started fighting
the last depression by cancelling
advertising and by firing sales-
men, As an example of how dras-
tice were those cuts in advertising
expenditures, I call your attention
to these two bound volumes of the
“Saturday-Evening Post,” one for
the last quarter of 1929, the other
for-the last quarter of 1930.

w+» Keep Up Selling Activity

Here is what we must not for-
get. During the first stages of
every depression there is ample
purchasing power, Individual
consumers ‘and businesses have

vast needs and money to pay for|

much of what they heed. 'But, as
I, have ;pointed out, a large pro-
portion: ‘of those . purchases - are
postponable, And they will be
postponed if selling and advertis-
ing support is curtailed. .Then

there will be a shrinkage in will-

ingness to buy far in advance of
and far exceeding the shrinkage
in ability to buy. This should not
happen., When depression threat-
ens, it is up to the sales executives
of America to intensify—not re-
duce—market pressures and thus
keep the will to buy alive in the
hearts of American business and
consumers, )

It will take courage for you and

your associates to continue your
advertising and to maintain -your
sales ' forces when the storm
clouds begin to gather, You will
be told that in order to maintain
profits. a- sharp pencil must be
used on advertising schedules—
that that is the quickest and eas-
iest way to save 10, 50 ‘or one
hundred thousand dollars. I sug-
gest that you reply that many a
business has been stabbed to death
v such use of a sharp pencil.
It should alway$ be remembered
that one man’s expenditure is
another man’s income, and vice
versa, Every cut in expenditures
is a cut in income—and a cut in
selling expenditures results in a
double cut in.income. First, those
who would receive as income the
money paid out do not receive it.
Second, and more important, cer-
tain sales are never made because
of the selling pressure that was
never applied.

It is a good sign that at present
we are not spending extrava-
gantly and that during recent
years selling and advertising ex-
penditures in relation to national
income have been the lowest on

) L —
record. This is as it should pe
provided businessmen are DPre.
pared to spend some of the Money
they are saving now when the
going gets-tough.

One factor which hag contrip.
uted to under-spending for sales
and_advertising in periods When
business is hard to get anq Over=
spending in good times is the em<
phasis sales executives themselyeg
have placed on maintaining 5
fixed ratio between advertising
and sales expense and ‘sales vol«
ume, - Whether it is 3% or 305
that is the criterion, the figure
takes on ' mystical importance,
Actually, we do not move mep.
chandise with percentages—we d
it with dollars, Theoretically, if
we wish to stabilize sales volume,
it is dollar expenditures, not ex.
pense ratios, that should remain
constant. ~There are times, of
course; when. this is impractical,
but I do urge that we get away
from the tyranny of percentages,
I suggest instead that profit con.
siderations should form the basis
for our judgment as to appropria-

tions for selling and advertising’

expenditures, We should allocate
that amount which will produce
the ‘most net profit. That mighs
well be 1% in one period and 5%
in another, .

The time to prepare to fight a
depression is before it starts, so
right now is the time for -you to
sell top management and boards
of directors on the soundness of a
reasonably stable program of sales
and advertising expenditures, It
will be too late when some un-
forseen incident precipitates the
type of hysteria we experienced
after the stock market crash of
1929, You must convince them
now, in advance of the need, that
it is not smart to try to fight a
fire by rationing water and send-
ing half the fire company back to
the station because we are “con=
serving” half the available water,

Make your plans now and get
an agreement on sustained adver=
tising and selling in splite of hell
and high water, The scores of
thousands ‘of - executives who
planned “and worked to take up
the slack of demobilization of
20,000,000 war workers and 10,«
000,000 soldiers, and who, helped

-create  60,000,000.. j o b.s.without

‘government 'guarantees =61 other

'socialistic’’ expedients, . cai'* help

prevent the next depression—and

I believe that they will do their
full part, S

With Martin, Burns, Corbett

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, . ILL;—James T.
Doyle has become associated with
Martin, Burns & Corbett, Inc., 135
South La Salle Street. He was in
the past with the Chicago office
of Stifel, Nicolaus & Co., Inc,

With Continental Secs.

(Special to THE FINANCIAL CHRONIOLE)

GRRAND RAPIDS, MICH.—
Donald J. Frans has been added
tp the staff of Continental Securi=
ties Co., Inc., People’s National
Bank Building,

Herrick, Waddell Adds '

(Special to THE FINANCIAL CHRONICLE)

ST. 'LOUIS, MO.—Harry L.
Martin is now connected with
Herrick, Waddell
Locust Street,

Joins Newhard, Cook Staff
(Special to THE FINANCIAL CHRONICLE)
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