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The Technical
Viewpoint

, “Accumulatlon ‘
' - By OWEN K. TAYLOR °
- Economist-Technical Consultant;
- {' Author of “The New Inflation,”
Q"The Coming Boom-in _Americas
£ . Railroads.”. -
'g‘ Market analyst in surveying pres-
i ent position- of price movement, |
., sees ‘beginning of mew. dynamic |
| uptrend.  Argues basic commod-
- ities will stabilize at higher than
; ’ prewar levels, Ophmlshc on ln-*
ternational Situation. -

e The Basic: Main Trend of .Amer
;ican Sto¢k  Prices is now Up-

sward. After a_ summer’ of | quiet| {
';markets dullng which - excellent
s : accumu-

lation has

“been taking|i
the;

“.place,
market

i nearing the‘

end of its cur-
” rent’ accumu-
~lation . phase.

+ As this analy-

.sis is written,
. the . week of
Sept. 15— the
“smarket: - has
; signaled the
‘Pprobas=
bxhty of near=
7 by . dynamic
I upside action.
#A fast advance of about 20 points
“to about 195 Dow Industrials as
.one phase of the current Bull Up-
3trend 1s now a nearby probabxhty

4 The Industrials

-} The current Basic Main Up-

trend is indicated to continue un-
(Continued. on page 25)
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By PHILIP

economxc studies which ' appeared'
nature of the®

Economic Problems Confronting |
| The US.A.—An Earnest Wammg

Economist, and President of Coty, Inc,

Cortney warns falling prices coupled with. lngh taxation-and selec-
. tively rlgid wages will bring on crisis. Believes devaluation of all
currencies properly timed will . Become necessary.. " Stresses im-

-, portance of income relationships and of wage: structure for a mass
production - economy. - Ascribes 11929 and:-1937 depressions' to

“wrong credit and wage policies. Warns we are repeating same-errors:
The-Mid-Year Economic. Report as well as various articles.and |-

CORTNEY

|+ Mr. Gaubis . believes . skepticism

recently prove, I think; that the

i.-economic
problems -al-

‘United' States;’
'or. due tq con~

not.- too" far
_distant future,
is not’ under-
stood.- There-
. fore,” most - of
the people are,
‘mainly con-
“cerned with
symptoms not’
with the

Philip Cortney _‘_4:;
" ‘causes whxeh»

expedients to cure symptoms This
is a fundamentally unsound trend,
Even-a man like the late Lord
Keynes, who, God knows, was
concerned with curing symptoms
rather than causes, still found ‘it
necessary on the eve of his death
to give the. fraternity of econ-
omists the following warning,

“Economic Journal” of June 1946:
“I find myself moved, not. for

sical teaching:embodies some per-
manent :truths. of .great: signif-
icancé, which we areljable today

(Continued on page 32)' i
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'create the symptbms Herce, they |
ar¢ always reasonhing in_ terms of |

| published’ posthumously .in thel-

the first time, to remind contem-| =
‘| porary economists ‘that the clas-|."

N

EDI TORI AL

As We See It

The “Marshall Plan -——European Conceptlon

Details may-still be lacking, but there can no longer be
any: doubt. about- what  the European -conception of the
“Marshall Plan” is. Apparently reliable reports have had it
for weeks “past that ‘official representatives : of the United
 States in Paris have."kept a close eye” on -what was going on
there, and from time-to: time have:let the participants know
“what was ‘what” so far as “sentiment’ in this country was
‘concerned; . All in all, it is more than: ‘doubtful if the Paris

.in Washmgton. In oné degree or another-»—and we suspec‘c in’

very substantial degree—we- may-assume that the European
interpretation of what the Secretary of State had to say in
June at Harvard-University i is that thch the Truman Ad-
ministration wished to have, "

 The report of the Paris vathermg must thereforer,

__haye more than the wsual.casual inspection by the rank
and file of the people-of this country, If thoughtful :
" study is given that document, it becomes clear ‘at once
that fundamental questions are involved whose impor=-
tance far transcends any or all of the statistics or even
the plcture of destructlon, prostration and human mis-
. . (Continued-on page 36) '
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Is the Stock Marlwt Reall
Historically High? -

By ANTHONY GAUBIS.
Investment: Counselor

‘over prices’ overlooks . shrinking
. value.of the dollar, recalling bull' market ‘of 1920’s started from a
- base already high on basis of: previous performance. Believes gen--: - -
‘eral price level will average 80-100% above prewar, and" hence i1
: concludes ‘current market level is very low. . - -

It is a ‘well publicized -fact that common: stocks are current sell<
mg at very attractive levels in relation.to earnings.in prospect for the
= ; .year as. a . .

whole, This js
true even
allow-"§
ance is made. |
for - the " ten-:
dency for
stocks to' sell
at a lower ra-

!w@ A RN

tio to earnings
when confi- °

dence is at a

1ow level, than
‘they-do “when

the public is
rampantly,
‘bullish,  How-
ever, -some. ..
Harket s - :
derts beljevn that the" attractxve- !
ness of_stocks, from a price-earn=i’
mg’s point of view; is‘canceled:ou
by.:the fact, that: sto(:ks are; “his
torlcally high” >,

The - arguments - run - that - “the.
Dow-Jones Industrial Average has

sold above ‘the 190-200 level dur~: -~
.|ing only five of the past 50 years,

and that “Every bull market, ex=
cept-the subnormal bull. market

which ran’ from' April, 11939 to

,September 1939, started when the

Dow-Jones Industrial Average was
(Continued on page 33) .
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and .to make

By PAUL MAZUR*
Partner, Lehman Bros.:

The Outlook for Busmess

While expressmg fal(h in our economic future, prominent investment banker holds full employment and
high living standards depend on (1) fair tax-laws, (2) wise labor practlces ‘and management attitudes;
(3) availability of new capital, and (4) statesmanlike leadership in government,, labor: and business.

*+ In retrospect, it is difficult for me to understand why anyone in general and myself
in particular, would ‘accept an invitation into-an intellectual trap. - For'to dlSCUSS at any
time “‘the’ outlook for business” is to hazard the I‘lSk of being trapped by one’s-own words;

the effort at a
time' like this
is to assure the
phenomenon .
of opening
one’s mouth
and putting
his foot in it.:
Foot in mouth_
may be a suit-
able occupa-
tion for in-
fants but it .
does not seem
to be a fitting -
exercise for
adults subject
to enthusiastic
criticism by other adults. @ .2

It probably would be better for,
all’ of .us if T emulated the’ gentle—
man  whose ‘speech -came : s0 late’
in-the ‘evening that: both he-and
his listeners were worn and tired.
He said, “Gentlemen, my address
for tomght is 505 Lexmgton Ave-
nue,” and sat down.

1" have the impression - that I
might well say, “Gentlemen, the
outlook for business is indeed
confused,” and then I, too, should

Paul M.’ Mazur
¥

*An address by Mr, Mazur be-
fore National Industrial Confer=
ence Board, Inc., New York City,
Sept. 25, 1947,

sit down. That device would be |

| vantage ‘to me—but it. would not
| be cricket- for the -arrangement

1be resisted. And so. it is to the

! must address ourselves.

1ways lie behind the iron curtain

| Today the future possibilities are

a protectlon for you, and an-ad-

committee. The temptation must

serious task of briefly discussing
the” economic outlook that we

The prospects for- business al-

of ‘an unknown future.. The im-
ponderables of the -future - make
mathematical certamty impossible !
in-any economic prognostication. |

complicated by movements within
our own ‘nation. as it undergoes:
the: modifications flowing from
changing economic and political
and social ideologies. And ' today
the difficulties of -estimating ‘to-
morrow are greatly aggravated by
the convulsions of a world strug-
gling to its feet, we hope-—after
a cataclysm that has no equal ‘in |/
history. i

Such an impressive recital of
alibis. should be as protective as
long- red underwear. Let us then
take stock of the economlc situa-
ion

"“Where Are ‘We Now?” and
“Where Are We Likely to Be
-»-Some. Time.'Hence?”.. . R

In the first place, it is necessary

into two aspects: “Whgre we are’
now,” ‘and “Where we are likely
to be- some - time hence.” This
division .is really“essential,, b2~
cause in.-my ‘judgment the eco-
nomic circumstances in which we
now find ‘ourselves are basically
different . from those -which have

-been typical of the-U: S..over the

major -portion of its past.

As it is  good .orthodox ' eco-
nomics -to . speak ' of ‘the Law  of
Supply:.-and - Demand—let  us &x-
amine what that piece of economic
legislation’ has. to:'tell “us. Sihce
1929 two ;'major ‘economic ‘events
have ‘taken: place: the :depression
and the war. That date -of 1929
has been used effectively by polit-
ical :candidates as..a . point" of
reference. It can ‘also be:used in
economic measurement. of the fac-
tors -of Su’pply and Demand.

20, 000 000 New “Demand Factors”:
i Since 1929 - i

Smce 1929 the population of then
U. S. has increased.some; 20,000,-
000 ‘from. 120,000,000 to 140 000 -
000: Economically, each new. unit
of population represents a demand

factor''in' the. purchase ‘of food,|

clothing and shelter for.consump-

* | tionand in -the necessary invest-

ment in tools for théir production,

[t -In ‘short; the -size .of the economy
to divide the outlook for business| - Z

1 Contmued on page 24)

author1t1es
This the
most pressing - g
challenge con-
frenting * ‘us
today! - Are.
Banks- to be
Nationalized .
or Not?

An interest- . :
ing item was
published in
the ' “Journal
of Commerce”
on ~ Sept. 17,

It stated, that
“The Federal
Parliamentary
Labor Party !
unanimously approved today the
Cabinet ' recommendation ' to . in-
troduce legislation to natienalize
private trading banks in Austra-
lia, The step was ‘taken in the

Frederic A, Potts |

| Trading Markets in
' 4 Buda
*Central & Southwest Corp.
Cleveland-Cliffs Iron

Grinnell

Towa Public Service
Common & Rights

*Standard Ry. & Equip. Mfg.
Standard Stoker

*Prospectus available to
* ‘deéalers and banks only
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6.A.Saxton & Co., Inc.

*From an address by Mr. Potts
before the 25th Convention of the

|| banking system ‘as a’ ‘whole -and

Association of Bank Women, At~
lantic City, N. J., Sept. 26, 1947.
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Brown Co.

Minn. & Ont. Paper
Placer Development .

Canadian Securities
Department
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By FREDERIC A, (POT

Are Banks to Be Nahonahzed"

Pres:dentk Philadelphia’ Natlonal Bank .

Phlladelphla banker_warns unless constructive stens are taken to combat inroads of regulation, bank- -
_ing may become nationalized. - Cites result of poll showing substantial portion in favor of government
ownershxp of banks, and lays blame to-socialistic postwar ideas.

A shining example of the usurpation of power by government is in the banking system
of this country. Unless constructive steps are taken to combat the inroads of regulation,
the banking fraternity may find itself completely under the .domination of ‘the Federal

face of thousands of Tletters ‘and
telegrams, :including- . petitions!
bearing 600, 000 signatures, 0ppOs-|
ing the plan i

Under ‘our form ‘of governmem

when the general public is either]|

apathetic to a problem, or when
the consensus of oplmon is'in fa-!
vor: -of a’change, there is-a very,
good. chance: that action ‘on thex
matter will be instituted.and" “4n’
all ‘probability consummated. " An

| appraisal,then; ‘must be made. of

the . public’s feeling: toward * the

toward banks in particular.””

An Opinion Poll

Approximately~ 10" months.ago,
the Opinion Research Corporation
of Princeton, N, J., made just such
a’ survey for ’che Associatlon +0f
Reserve City Bankers, and, in ad-
dition, endeavored to measure the
publlcs -evaluation: - of - various
bank services. The report is quxte
lengthy ‘and ‘some’ of ‘you may. al-
ready have seen excerpts from

We Maintain Active Markets in U. S. F UNDS for

United Kingdom'4 % '90
Rhodesian Selection
Gaumont-British® "
Scophony, Ltd.

British Securities
Dapartment

Lk

GOODBODY & Co.
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~ NEW YORK 6, N.Y,
. Teletype NY 1-672

| 37 WALL STREET

it. However, I thought it was 50
interesting-and concerned all of us!
so- vitally: that it would be perti-,
nent’to’ touch ,upon some of - the

I findings,”

The  first questlon asked of
those interviewed  was:. . “Would
you say:that ‘most. people around
here ,could get along' without. the;
banks or do- you'feel that-banks

are’a’ necessary part of the com-!

mumt m”
94% of the: General Pubhc an-
swered in - the ‘affirmative—that

banks are a necessary part of the ||
commumty 5

As “a corollary ' to the ' above
banks received top rating of five
chosen“industries as to their imc.
‘portance .to"thé country, 46%:. of
the Géneral ‘Public.coming ‘out in
favor, of -banks, 'as- against 139
for:the Telephone Company, 119,
for Insurance. Companies, 99%: for
Department Stores, * and 29, " for
Per nal Finance Compames The

rincipal ‘reason- that the: banks

'(Contlnued on page 35)
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The Business Outlook

By SUMNER H. SLICHTER*

Lamont. University - Professor at Harvard University

Pnof -Slichter, stressing present enormous demand for goods, both
durable and non-durable, sees no early business recession ahead.
. Does not look - for preclpltous export shrinkage, but foresees some’
declme in agricultural prices next year. Points -out elements: of -
" economic strenglh such as large unsatisfied consumer needs, ac-

companied by relatively low indebtedness and expendlture. Sees
. need for new business capital, but warns expanswn of bank credit,

. drastic. tax. reduction, and furlher wage rises may lead to sha}p

recession.

I.

" The most- important. thing about the present state of business
is the enormous demand for goods—a demand which substantially

- exceedsg - the
.. capacity. of in-

‘dustry;, 'Fo r
. ‘over .a  year

industry, : has

been’ produc-

ing at capacity
~with only

about 2 -mil-
.lion to 25
~million ' per4

song unem-

ployed — the
irreducible
minimum in'a
free ‘labor
market in
time of peace.
During the
last vear employment ‘has . in-
creased by about 2.2 million, butin-
dustry has.been unable to meet the
demand, for' goods. .As a. result,
wholesale. prices advanced. over
35% . between . June, 1946,  and
September;. 1947, and over - 13%

Prof. S. H. Slichter

| during -the ﬁrst nine ‘months- of

1947, - A-few unimportant articles,
such as-furs and radios, and some
important . ones - such as fats and
oils, have become plentiful, but
gram, steel freight cars, electrical
equipment ‘ and.. other important

good§ remain séarce and ‘will con-
tinue .to be scarce for a year or

more ynless employment substan-
txally drops. :

II

- One-of the most extraordmary
'xspects of the business situation
of the last year has been the con-
flict between ‘the performance of
industry and the expectations: of
the vast majority of economlsts
business’ men, ' government; ofﬁ—
cidls, “and ‘forecasting - services.
During the'latter part of 1946 and
the first half of 1947 most. fore=

casters. were: predicting an - early |

recession—either in the spring of
1947 ‘or 'in. the fall.. The.down-
ward shift of -the stock market
during the summer of 1946 .and its
sharp ‘drop- during ‘the fall re:+
flected the general expectation of
an early recession among business
men. “At a conference of business
and government ‘economists: held
under the auspices of the Nationa]

Industrial Conference ‘Board in

the late fall of ‘1946, opinion was
virtually - unanimous - that there

-would be:a recession by the spring

or fall of 1947. A composite fore-
cast of 13 economists published.in
December of 1946 put unemploy-
ment in June;- 1947, up to 3.7 mil-

“An address by Prof. Slichter
beforé - the - Pennsylvania Electric
Association, . Philadelphia, ' ‘Pa.,
Sept. 23, 1947. K

lion;:; industrial - produc'uon down
10% from'Jate 1946, and depart-
‘ment” store -sales (seasonally ad+
justed) down about 15%. A well-,
known financial service predi ted
that unemployment ‘would rise to
10 million' by the last quarter of
1947 and that the national income
would' drop by ‘one-fourth. Vir-
tually every convention - of busi-
ness organizations heard warnmgs
from some high executive that the
sellers’ market ‘was nearly. over,
Public policy showed little aware-
ness that the dominant iafluences:
were . inflationary. On two occa-
sions "Congress  almost .succeeded
in:reducing taxes—although the:
times called for mamtammg taxes’
or possibly increasing them. Con-.
gress  also refused ‘to authorize.
peacetime -imposition . of controls’
on consumer credit and authorized
the immediate cashing of $2 bil-

tlion., of terminal 'leave. bonds.

President. Truman has appreciated
the ' dominant

prlceg He; has failed, however, to

insist upon' &. v1gorous anti-infla- ||
tiondry pelicy by the government]
and  he usually -accompanied his.
Jprices;
with the’statement’ that if prices.
did ‘not come ‘down, wages must’
be raised—surely a rxdlculous way-
todeal with the problem of in--
 flation. i ’

of course, there is still time for|
the forecasts of a recession in the;

warnings : against. ' rising

last quarter of 1947 to come true,’

but the, chance is remote. The’
erroneous. predictions’ of business,
men, economists, and public offi-|
cials during 1946 ‘and 1947 are|

comparable . to - mistaken . fore-

casts so_conimon  in 1945, namely.

that -V-J. Day -would soon befol-
lowed by a high rate of unem-
ployment

Not only. did prlces rise durmg
the‘last "year in“the face of a
widespread. expectation of an early

reeession,  but ‘they.'advanced “in{

spite of powerful deflatlonary in~
fluences. | For‘example, expendi=
tures of business enterprises ‘on
capital- goods were slowly - drop-~
ping during the first half of 1947.
In addition, the cash receipts of
the Federal Government ‘were
running above  its cash expendi-
tures at an annual rate of about

$7.5 billion.. The cash, surplus was ||
used . to-retire' Federal debt- held |-

by the Federal Reserve Banks and
the  commercial.  banks, " Uader
ordinary conditions, retirement of
Federal- Resewe-held debf - and

(Contmued on page 28)
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inflationary - ten-
dencies better -than ‘most govern- |
ment officials and has issued re-'
; peated warnings  against- rising]
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~but there’s only one act that will '
get your ‘cash for those inactive or
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Dangers

1

"

Newly elected President

industry while American economy. i

o

excessive domestic taxes;..restri

are largely non-recurrent.

" situation - hampers capital -investment: and leads to ‘unemploym

of "l'hé’ Depressed \Secutities. Indusiry

By N. LEONARD JARVIS*

‘- president, Association of Customers’ Brokers ™

e

of Association. of Customers’ Brokers, in noting depressed state of securities
s at boom proportions, lays causes to international uncertainties;
ctive governmental - regulation, and suspicion that curreni. earnings
Attacks Federal Reser ve Board’s severe margin restrictions,: and ‘warns |
ent and depression. . - sEL

There are a few words that Ié&—

. would like to say in regard to our
. ‘particular- situation. “Let me star!t
-“off by saying' that although' the
g American
~onceeonomiyds
- now. -on . an,
t-operating
. basis_.of -boom
~proportions
with': employ-
‘ment, ‘wages,
+ industrial pro=
duction -and
corporate
sprofits at
““peak. levels.in
“most . indus*-
~tries; “there.
‘are a number
rof “very ' im-
portant weak
§ ; . spots.  One of
- ~:these is the“securities industry. "It
-'is a “depressed” industry. In this
‘{industry, employment is diminish-
ring, Wage rates -have not kept
.pace with other segments-of the
‘economy and probably a majority
of the investment houses are now
‘operating at a deficit. The part-
‘ners undoubtedly are most un-
+happy ‘and so is everyone else.
| - There-is. no sound reason for
i this condition, -Why should this
;segment . of our economy—the

b N. Leonard Jarvis

‘pulse. of our capitalistic system—

< suffer so much? If this continues,
It 'will spread through other areas,
ii mpuch to the delight of certain for-
|eign’ elements, in our country and
i'in other parts of the world.. Agai
§I say; that it is most important to
' recognize that the ‘economy 'as a
i whole is 'mot likely 'to remain
“healthy and vigorous. for a ‘pro-
-longed peried if ‘ownership of
| American, - industries, - as . repre-
i sented. by equities, ‘and the flow
irof capital into industry, as repre-
I'sented by new, corporate issues,
" are not -on a satisfactory basis.
Il Yet, at the moment, prime equities

i can be bought, on an average, at-a|

i price one-third.below. the average

# of the 1ast 10 years and numerous

i instances can be found, of - sub-

i stantial companies whose - stocks

{ are available on the market at
. I from 'two .to five times current

i earnings. - -There -is. no-eager re-
i *From -acceptance address de-
i livered by Mr. Jarvis before the
Annual Meeting of the Associa-
‘tion of Customers’ Brokers, New
“York - City, Sept. 25, 1947. Mr.
{:Jarvis is associated with Hayden,
. Stone & Co.; New York City,

in | not only;for the

ception of new - issues of equity
capital .when 'propesed by estab-
lished companies.and it is almost
impossible to interest investors in
the ‘stocks' of .newly formed .or-
ganizations, These are danger
signals.” They must be recognized
‘and “cotrected if the recession or
the depression is ‘to be avoided..

iiv'New .Capital-Needed ;' v
:'Carefulcaléulations: have. been
made which indicadte that $21. bil+
lion" of ‘new: capital .must- be ob=’
tained each year for the next five
years. if - American industry-is: to
remain. dynamic -and if high em-
ployment.at-good. wages is to con-

$6-7 billion will not be available

| from corporate resources,  such ‘as

earnings retained in the business
and depreciation funds. Such ad-
ditional capital must be obtained
from investors if industry' is ‘to
retain its present: momentum and
the plain-.fact is that mno such
amount is likely to be forthcoming
under present-day market condi-
tions. NERCIRS

Statistics. of national savings in-
dicate that there will be no lack
of capital as'long-as production
proceeds - at current ‘levels and
assuming that normal patterns of
saving will carry forward into the
future. Not lack  of investment
capital but unwillingness to place
such capital at the disposal of in-
dustryis the crux of the problem,

1securities business
but.also.for the entire economic
life of our country.”’

Why ‘are.-investors . timid - or
lethargic in the face of corporate
earnings which have never before
been approached, of both earnings
yields and dividend yields, which
are exceptionally high, and in the
face. of -price- and -yield ratios of
stocks- to bonds, which defin’tely
favor equities? Answers to these
questions are not difficult to find,
They -are -summed-up ‘in. jnterna-
tional uncertainties, excessive do-
mestic - taxes,  restrictive. govern-
mental regulations and suspicion
that. current: earnings are largely
non-recurrent.

There is no need to describe the
demoralization * which : now pre-
vails in the world, . Chaos may be
too strong a term to apply to the
world situation, but we are mak-
ing ‘excellent progress toward that
goal, " After more than two years
have elapsed since termination ‘of
the - wars, the drafting of peace

" “construction, renovation and

‘ bEaAl‘-negi $1 64 per share first

‘Current earnings indicate p
: s { ) {
Stock ‘selling ‘slightly above

{

- Direct Wires to PHILAI.)E

Vi

THE UPSON COMPANY

”O'p'er;ltir.xg ab ca‘pialciity, levels to meet demand for new

 $3.28 for year. Earned $2.36 in 1946 and paid $1.10,
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Established 1926 . ',

Members New York Sécu;ity Dealers Aquc_iat»ion-ﬁ %

repair work,

six months or at rate of anut i

robalvalAe dividend increase.

bool}‘_valué of $15 per nhare.‘

120 Broadway, New. Yprk 5
P hone: REctor .2-8700 -
, Tele. NY  1-1286-7-8: .

LPHIA & LOS ANGELES . : .7

tinte, " .Of this $21:billlon, some,

treaties has- not even been: in.ti~
ated with our principal: enemies—+
except: Italy. + Instead:  of ' solid
achievement by the ‘United Na-
tions, ,there is grave doubt as to
whether this institution - can. sury

vive the, sabotage to-which it hais‘
been subjected: - At ‘a time when]|:
rapid-recovery from~war+damage |

should -be: evidertt *there*may be

danger of ‘actpal’: starvation . in |

what wereamong‘the highly:civi-
lized. countries of. Europe:during
the "prewar -period.:-All " of this
does: not ‘createi confidence among
investors..: 5 | VRUE SR R 8

)

Excessive Taxation ' "'

"When the individual incometax’

was _introduced, - some one’in. a
rash moment suggested that a tax
as- high'-as. 5%' might eventually

be imposed, but such a suggestion |-

was repudiated as fantastic.  Now
the lowest rate is 19% and . this
applies to relatively small in=
comes, with " rapid . increases - in
rates.in the surtax brackets, The
government  is now. abstracting
from its citizens: well over one-
fourth ' of the national income.
Yet few would argue that govern-
ment furnishes one-fourth of the
standard of living which the ordi-
nary American citizen enjoys. In-
stead of adding to individual wel-~
fare, government has ‘now: ex-
panded until it is! g millstone
around the neck of each worker
and ‘each investor. R i

Income of corporatiqns ordinar-
ily available to investors ig taxed
at a rate of 38%:. This burden is
extravagantly high.” Not only are
new companies practically unable
to retain funds for expansion, due
to current rates of taxation and

also to the ‘legal provision in re-

gard to 'distribution of -earnings,
but established companies are not
encouraged to introduce new
products and new processes, Thus,
lack of -capital -on ‘the - one hand
'and lack 'of incentive on' the other
bid  fair''to  bring” stagnation- to
American ‘industry as soon as the
postwar replacement ‘boom’ has
run its course, In-order. for pros-
perity to continue, it will be nec~
essary ‘for individual. and cor-
porate taxes to be reduced and for
capital once more to be attracted

(Continued on page 20)

conditions iwhich-

T oTr T " first werld
. Wars -At “that
..time regula-
" tions' such as

“we have today
‘ were . 'pra-c=
c.tically un-

“’thevarious
‘“exchanges
.. were.extreme-
_.ly.violent, . -
" "'During that
-~ period practi-
cally-every

importer. car-

ried 'an open
s exchange . po-
sition, and it was not uncommon
for.the importer to make or lose
more on his exchange operations
than on the merchandise in which
he dealt. ‘At that time it was more
common for importers to open let-
ters of credit in foreign currencies
‘which provided for time bills to
be drawn'on ‘a bank abroad . of
from one to four months’ tenor.
This in many cases gave the im-
porter time to receive and market
his goods. before maturity of the
foreign currency bill.: The impor-
ter, having arranged his purchase
in,a foreign currency, was in:a
position. to base; his sales on the
current exchange quotation: from
day to day, and:provided he was
not inclined to speculate in ex-
change, would cover his future
exchange requirements  simulta-
neously with the sale of the im-
port.- ! ; :

The forward exchange markets
were very broad and contracts

‘Samuel D.. Post

for any delivery, not infrequently
for a.year ahead if ‘degired; .

Kt times it was possible to. draw
long ‘bills on a foreign financial
center in order to provide tempo-
rary working capital without cost

*A talk by Mr, Post at Meeting
of National Council of American
Importers, Inc., New York City,
Sept, 30, 1947,
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|The Befuddled Foreign
| Exchange Situation

. - By SAMUEL D. POST*
Vice-President, Guaranty. Trust Co. of New York

" Contrasting foreign exchange conditions following World War II
- with First World War, Mr. Post indicates that in earlier period
- forward - exthange markets were “very. broad ‘and contracts could
. be made without difficulty. At present-opportunities. for this type
" of exchange transaction are rare, since-foreign exporters want dol-

. tlaxs. and. many foreign_currencies are overvalued and need revision. A

" I .wonder how ;nany.' of us here todayw remember the' chaotic
existed in-the foreign exchange markets after the-

ity of _the bill,

could be made without difficulty |

and ‘6n ‘occasiofis even at a profit. . -
Under--this ‘procedure’ when the " *

conditions in" the .éxchange mar-
ket were.favorable, the drawer of
the long ‘bill -would sell. it to: the. .

‘bank, arranging ;the . ¢redit: and . ;-
'I'simultaneously . purchase. the re=
quired exchange for forward de~ .
‘livery to coincide with the matur--""""
/This 'type of

transaction' was only feasible-when'

| forward exchange-could be bought

at-a:discount. from:the 'spot rate,
but at times the discount at which
the forward exchange could  be
bought more than offset thetotal
cost of the operation and resulted
in a-net profit on the" borrowed
money. ; w
Banks, as a rule, did not draw
their own bills to take advantage
of a situation such:as this as. it
was not considered good business
practice for them to appear as a
borrower in a foreign market, .

Today - opportunities- - for - this
type: of transaction are very rare,
although during the recent excite~
ment over the possible-devalua~
tion-of sterling it was possible to
buy forward at a  discount suf-
ficient to cover.'the cost of.the
financing. Until "last..week the
British regulations permitted the
refinancing of sight sterling cred-
its for a period up to 90 days,
but no renewals were allowed.
Some importers took advantage of
this  facility and . materially. re-
duced the cost of their borrowing.
The profitable phase of the opera-
tion, - however, was short-lived,
for the Bank of England changed
the rules a- few days ago.- The
British regulations still permit the -
opéning of time credits in sterling
and:some importers:are taking ad-
vantage of the:facility, Some are
doing: it “in ‘order:«to ‘ defer’ the
payment . date for the merchan-
dise; and others believe that ster-
ling - may be devalued' before
maturity of the bills, and not hav- '
ing purchased exchange to meet
the maturity, they will make a
profit if the devaluation oceurs.
Some importers of French prod-
ucts have opened time credits on |
Paris in French francs, with' the
same idea in mind. ;

It was thought that the possi- |
bilities of more extensive use of
foreign financial centers for im-
port financing: would :occur: with
the advent of the general eonveri-

(Continued on page 43)
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State of Trade
- and Industry ;

" The fate: of Europe: ‘which has a"direct ‘bearing on the future
course of business here, at-home: received: some. consideration last|
week: when ‘the- report on:the Marshall Plan to asslst Europe in an:
economic ‘way ‘was.made known.

- ‘The burden-of such assistance w111 naturally be. borne by the‘
Amernean people and will entail large stocks of food, coal, oil and raw|
materials along with further credits. It is reported that after con-
siderable cutting. by our own economists, the report of -the 16- nation
Committee of. Coopération places the amount of-necessary U.-S. ald
.. to Europe for-the period '1948-51-at close to $22,500,000,000.

“1t ‘should be borne in mind that the ‘salvation of Europe rests not
alone in: preventing . an economic: upheaval in both Britain. and on
the ‘continent; but’in’ dlspelhng the deep apathy that affllcts these

war—weary peoples . A
+The Marshall Plan’ will go far in' restormg some degree of eéo-

nomlc stability ‘to the countries concerned, :but what Europe needs| |

most is the encouragement of ‘a dommatmg personahty and leader,

such as ‘Winston' Churchill," who pointed. the way in making a plea|"

for a United Europe last May before a'large, audlence in Albert Hall,
d.ondon:

“We are here to proclaim that the spiritual conceptlon of |
Europe shall not-die.. - We declare; on. the contrary, that it shall
. live and cast a redeeming illumination upon a world of confusmn ;
and woe.”.

In an appraisal of the beneﬁts that w111 accrue to the United
States from the Marshall Plan, the current issue of “Business Week”
magazine, in its editorial “Outlook,” states that the plan’s effect upon
Jbusiness will not be immediate and that it has not as yet influenced
market.prices. ' However, it observes, it doesn mean the plan is not
‘affecting business sentiment, . It points: out that business receded but
little from:its; March peak to the July-low. It picked up in August'
and, the magazine predicts, September figures will :show some slight
further improvement. -Noting that these gains were registered despite
declining export trade and slackened inventory accumulation, it adds,
if this domestic -bounce persists’until Marshall Plan-funds are voted,
the recession:may be -averted. 'Drawing attention to the main danger|
.Which'is-inhex-'ent in prices, it-notes that with big government buying:
in prospect, markets tend-to-lose little -ground-while.awaifing resulits.!

‘Turning to the -domestic .industrial ‘scene it is:found  that no sig-:
‘nificant change in the.tempo of. total output: took  place last week;:
although. some. slight .increase was. recorded ‘over the correspondmg
‘week:of last year.. As in_ past. months much the same: factors. were:
‘present. to. hamper. production. 'in :some~lines; such .as ‘a *dearth of,
skilled labop and-certain. materials. Unemployment sinsurance ¢laims|
‘which Serve’as;as barometer: of . total employmentfor: the: .country|
reveal ‘that in.the week. ended Sept 6 such claxms declmed for the1
seventh consecutive ‘week. .

Steel production; which:has been on' the upgrade rose-last Week‘
about 5%, while electric.power output. was sustained at a near peakl
-Bituminous coal’ production ‘declined;~as: was' the (case -withi
darly average crude:oil:output:i: Loadings- oi‘ revenue freight in the
week: ended Sept. 20 continued their: upward frend; while automotive!
output receded froin“its postwar high level of ‘the previous week asa
result of shutdowns by Cadillac and Hudson i

{'E'Total civil engmeermg construction rose 49% t(; ‘6135 183,000 from
$90, 627,000 in'the previous:week; whxle prxvate constructlon rose ‘81%
and public: construction 16%:

! Lumber. productlon in' the week ended Sept 13 Jumped nearlyl
23%:t0:197,831,000- from, 161,388,000 board. feet. ‘Shipments, on: the|
other ‘hand, were. about 3%. below productlon and new. orders nearly|
17% below productmn =

2 New . businesses mcorporated in ‘the -48 States durmg August
'dropped sharply < to. the “lowest: level :for - any 'previous ‘month
since November, 1945,° Dun & Bradstreet, Inc:, reports.. Numbering:
8,055, the August count represented a: decrease of '10. 9% from ‘July |
with 9,041 and ‘was 22.5% less than ‘the: 10,400 recorded in August‘a
year ago.  Incorporations last month; however were still 76.0% above
those:for August two years ago when 4.578 charters were:issued.!: In
every month-so far this year; incorporations have been fewer than in
the corresponding month of last-year. Ttis was true 1n more than
three—fourths ‘of - the States durmg August. 7

STEEL OPERATIONS SCHEDULED AT HIGHER, RATE
A *THIS WEEK '

With the output of consumers’ goods moving swxftly towards all-
time highs; the foundation and support of such productlon—-—trans«
portation—is  rapidly reaching a national’crisis, says “The Iron Age,”

' national metalworking weekly. The need for a quick and satlsfactory
. solution’ of the freight car and pipeline-shortages: caused some steel |
industry” executives. this. week. to privately: express:the opinion. that;
dlversmn of steel from consumer- needs--to - transportatron channels

(Contmued on page 34) -
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{-of his own’country’s absentton—that it is ‘inadequate.

ObServatwns

————— By A. WILFRED MAY

PMISTAKING SYMPTOMS FOR THE CAUSlEl

“"At-a recent dinner party the host, a former Yugoslav: artist
now ‘res.ding in’ New. York City, serxously broached- to  his -guests

| the suggestion: that: the never-ending :United  Nations disagreements

could be ended by . the .simple expedient of . routinely.. shooting
delegates”who do not come to agreement within

a specified period of wrangling time.  While the

-+idea is of course .fantastic, its-citation.is signifi=

.- cant 'in ~illustrating by . reductm ad  absurdum

- 'the widespread fallacy in the public’s ‘reaction to

international .. proceedings of :overemphasizing

: ‘trolhng causes.

o ter was agreed on at Yalta and San Francisco, on

...ing’ yebutted with the correct argument that the
= veto ‘was ‘only mechanics which. would ' reflect
. 'the .degree: of Big Power unity on which ‘the

‘World - Organization would in any event stand

or fall, : The most: valid argument against the
adoptlon of the veto was based on the sanctification of single-nation
| aggression_which such'a provision in the charter would supply.. But,
| at San Francisco it was. considered ‘preferable to accept the Russian

A, Wilfred Mav :

| sine qua mon of a stringent veto in lieu of the alternative of an

International Organization without Russia,: In any event we now
have a setup whereunder the 20-time exercising of ‘the veto: pre-
rogative by the Russians has constituted a thermometer which clearly
registers the degree of underlying disunity but.surely does not
cause it, If the member nations were really “united” .in spirit, the
veto would. be wholly superfluous. -In the same way, amendment
of the Charter: for veto-elimination is out of the question for: just
as long as the Russians’ own:political aims clash with the majority
will of the other: nations.  Hence it must be quite clear that veto-
elimination means Soviet-elimination! -

* The “Hitler Role Oscar” Also a Secondary-Matter

: Against the :background: of Moscow’s conception  of ‘ President
Truman as a'second Hitler. (whereas: this column last week  listed
chapter and ‘verse proving Vishinsky’s role as:the remarkably. close:
imitator of .the ‘Munich ‘corporal), how foolishly superficial it surely
is-to-attach great importance: to’ the exact text of the rules govern-
ing:the international debating .forum! :But" neither, 'of ‘course, are
even'the: “you're-another Hitler” charges funtlamental even . though
the Russians': barrage of war-mongering’accusations are perhaps con-.
cocted - as- & 'major;strategic’ effort to.head- off our despatching. ofi
troops. to:back: up_the’ Truman’ Doctrine. Ten: thousand - American|
troops -actually: in: Greece:: furmshmg, on the word of on-the-spoti

/| observers, the .only possibility of saving that country from the Rus- i

smn-dxrected guerrlla enslaught.( ' o000 ; : L)
:  ‘Dialectics. Over American Beneflcence S :

Srmrlarly glossing [over fundamentals: is the East- West dlscus-
sion. over the institution of the Marshall Plan. Actually, as i$ clearly:
revealed by the. text of the. report jssued from Paris as a: result of;
| the careful deliberations of the Committee on European Coeper ation,
a . most: thorough .and constructive overall plan is; put forward;: with
«(as_at least Mr. Churchill. realizes) Uncle’ ‘Sam’s taxpayers footmg‘
the bxlt, to bring a’ long-term  cure: 6f 'the  most serious’ eeonomici

| crisis in hlstory An historically unplecedented effort’at interna-:

tional economic ‘cooperation;: the program: aims: for a :tremendous:
increase .in productive  effort;. for curtailment- of ‘inflation' and the
restoration of Europe’s monetary system; for the elimination of trade:

| barriers and the eventual establishment of a European customs!

urion—all to be financed, at least in the early stages; by $16 billior:
of American “working capital.”

But not so in the professed view of the Russian “ploc” of East-
ern nations; as was so volubly expressed before the General Assembly:
of the United Nations. This whole statesmanlike plan is interpreted
by the Polish renresentative to be economically unsound; a device for
splitting. Europe in two; and for bypassing the United Natlons The:
Slavs’ spokesman ‘at tremendous length charged that the Marshall
Plan report embodies an ‘“‘artificial” unity; would induce chaos on the

| Continent; ~would break down' the sovereignty and freedom:of’ the |

mdxvxdual recelvmg countries; and—most ironically .of all in:view
In:the Rus=
sians’ jaundiced eyes, our gigantic planning for the world’s economic
relief, even as our contribution to the world’s peace effort througl
tremendously patient fashromng and holding together of the “Uhnited
Nations, allegedly. is only vicious war-mongering,

Here ‘again ' in the East-West controversy over: “the Marshall
:Plan; the 'vocal protagonists completely neglect mention of the deep-
seated and controlling  political rift, ~under which "no machmery

(Contlnued on page 41)
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mere - symptoms instead" of the actually ‘con- |

.".- The whole veto concept constltutes the foremost |-
; vexample of. this confusion, miscomprehension of |-
- cause and effect. The veto’s insertion in the Char- |’

. the -underlying premlse of .Big. Power unity; ‘the |
“voluble arguments against it at San Francisco be- ||

John Gelz Plannmg
Own Investment Firm

E. H. Rollins ‘&  Sons Incor-
porated 'announces ‘that.John.G..
Getz, Jr., has resigned as Vice-
Presrdent Mr. . Getz. has stated
that he intends to conduct a busi-
ness of his own in New York City.

With Sidlo, Simons, Roberts
(Special to. THE FINANCIAL CHRONICLE);

DENVER, COLO:. — John  C.
Klose has'become connected with
Sidlo, "Simons,  Roberts - &-- Cos,
First. National Bank Building.
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Postwar B

Chairman, Board of Governors, Federal Reserve Syétem |

In the chaotic world of today, groping for answers to the overriding .probleims‘off :
economic security and enduring peace, we can find comfort in the strong and healthy]
anking system. At the same time we must be fully aware 'of the dangers

position of our b
. ~ which the
present. vigor-|
ous inflation-|
- ary forces may,
. threatenfor,
the .banking]

system. /' i
- Postwar in-
flation, - with

. its severe dis~
-tortions in the
structure ... of
prices,  wages,’
and profits, is
primarily “due:
to - the - enor-
mous wartime
increase in our
i . money supply.

The banks of the country, includ=

ing the ‘Federal Reserve Banks,

in -helping to meet the needs of
war finance, brought about. this
increase, In the six years from
the middle of 1940 to the middle
of 1946 the Federal Government
spent nearly $400 billion, most: of

‘which - was - for national - defense

-and 'war purposes. Much less than

half of this amount was met by

tax. receipts and the balance of

bl g
Yi*An address by Mr.: Eccles be-

- fore the National :Association of
Supervisors of State Banks, Wash-
‘ington. D. C., Sept, 25, 1947.
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ank Credit

By MARRINER §, ECCLES*

Though announcing our banking system is strong and healthy, Chairman -Eccles says it is threatened

by inflationary forces. Contends country is suffering from undue- reliance -on a_competitive -price situa- .
tion to bring about postwar readjustments.- Notes dangerous inflationary effects of heavy export sur- -
plus and large inflow of gold and sees continued heavy Government expenditure because of international -
situation. Points out banks havé benefited by war through heavy increase in assets and greater liquid-

ity, but warns they can suffer-from undue expansionof credits, -‘Advocates curbs on loans-and increase - |
_in bank capitalizatiom where shifts are made from bondholdings to risk assets. : i

Problems

: merchants that nation wi
+ ascribes rising ‘prices to
.“Accuses government of-
"icreating impiession i
. blame for.increased pr
+ “urges steps be taken ot

shortage

reestablish

about $225 billion was borrowed.
During this" six-yéar period com-
mercial - and - Federal . Reserve
banks ' together " increased  their
holdings of "government securitics

| by -$90 billion, ‘and savings:insti-

tutions, businesses, and individual
investors purchased the remainder
of the securities sold. - :
Commercial bank” holdings of
government . securities-have ‘been
reduced somewhat ‘since the post~
war peak by:the Treasury’s:debt:
retirement program, but they are
still more than four'times as large
as in 1940. ' In rexpanding their
portfolios of governments; ‘banks
did not decrease their holdings 'of
other assets,  As'a matter of fact,
the total of their loans, other se-
curities, reserves, ‘and ‘other cash
have: increased since 1940 by about
$21 billion. : As" a result of 'this
credit -expansion; largely to the
government, commercial bank de-
posits increased by $70 billion.  In
addition, currency in circulation
showed a'growth of $20 billion.
This expansion in bank credit
and ‘consequently in: ‘the money
supply ‘was made possible by the
large excess reserves which were
held by the banks at the beginning
of the war, and by the additional
reserves that were provided by
the Federal ;Reserve through'an
increase of over $20 . pillion in
their holdings of government se-
curities, T
It'is inevitable that in financing
a  war, business ‘and  individual
holdings ' of money: and ' govern-
ment securities increase. The rea-
son for: this .is .that  people: are
paid for furnishing the goods and
services which are needed to carry
on the war and are not available
for purchase by business and con-
sumers, Consequently, incomes ex-
pand more rapidly than consump-
tion ' can ‘be increased. Unless
taxes are raised  sufficiently to
absorb all of the surplus income,
savings must increase; and ;they
must be held largely in the form

-| of bank deposits, currency, or gov-

ernment securities. To the extent
that the government expenditures
are not met by taxes or the sale
of ‘securities ‘to non-bank: inves-
tors, the balance must be absorbed
by the banking system, which re-
sults -in expansion of the money
supply.

If the public -had attempted to
spend the.r entire excess income,
prices would have risen very rap-
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|
idly. :However, due to the willing-|
ness.of the public to save during
the.war period and.due to the ef-
fective  harness of wartime con-
trols .that were - put .into “effect,
prices rose . but little;, during ..the
war. By the end of the war vast,

assets: had 'been accumulated and
large deferred demands had‘been
built up.: ‘At.the prevailing’level
of ‘prices, demand was far‘in ex-
cess of ‘any supplies "that cotuild-be
made available within:any rshort!
period ‘of time, R g B

It should have been ‘apparent:
that if these forces were permittej’
free play, a sharp rise in’ prices
would ‘result. The people of the
nation, however, not fully realiz-
ing the.'dangers in'the situation,
made clear- their wishes that con-
trols be removed. Business wanted
freedom * from™ allocations, ' price’
controls, building permits, ration-
ing and repeal of excess profits.
Farmers wanted release .of -all
controls affecting 'agricultural
products.” ‘Labor wanted removal
of ‘restraints ' on' higher wages.
Bankers generally . sympathized
with the desires of all these groups:
to- remove controls.’ In response
to these public pressures, wartime,
controls; such as allocation of raw!
matetials, building: pefmits; price
and wage restrietions; as: well-"as:
the repeal ‘of the excess. profits
tax, were prematurely abandoned:

We are currently witnessing the
results: of . ‘this ~national policy;
With demand for goods-already]
large, because of high .levels. of;
income and with a huge. backlog,
of domestic ‘and international de-
mand reinforced by huge accumu-
lations of liquid assets.after five;
years of war, price inflation’ was
inevitable.  The country is. now
suffering the consequences of.hav-
ing placed our reliance upon the
restoration of a competitive price
situation to bring about necessary
postwar readjustments in an ab-
normal period when “effective de-
mand - far exceeds available sup-
plies. ;

As a result, the economy  is
caught fast in a serious -wage-
cost-price spiral. Short farm crops
at home and abroad have intensi-
fied this spiral. .International eri-
sis, in part the result of our rising
prices, -is. imposing on -us obliga-
tions that ‘can only be discharged
by -actions that ‘will increase our
inflation difficulties. Yet we should
not allow what is left of European;
democracy to perish through star-~
vation and communism, Nor can
we ultimately solve ‘our problem
of inflation without the restora-;
tion of Europe’s: vast’ productivity
to help take care of the world’s
needs. - The danger that faces. us.
is that inflation will go--en—un-
checked and end, as inflations alt
ways have ' ended, 'in.‘'economic
collapse, ' . ‘ :

The-higher the spiral of infla+
tion is wound by further general
price and wage increases, by furs<
ther rapid -expansion of private
debt, and: by failure to reduce
public expenditures for all pur-
poses that can be eliminated or
postponed until the emergency has
ended, the more serious the inevi-
table readjustment is certain to be;
The longer the ultimate- reaction
is postponed, the longer it will
take to reach a stable condition
of employment and production.

holdings of money and other liquid i

By JAMES D

President and Chairman .of the
‘ e Toled
_‘Attacking as “economic claptrap,’

making scapegoats of business managers by
gh prices are due to profit-seeking. Lays
ices on fiscal policy and heayy taxation and

-j‘and'inaugurate’ a constructive fisca
" tem. Says'grand total of taxes on a $1,500 car
- Six months or so ago the America
nauseous dose of irresponsible public
i Fy unfortunate in®

Monela_ryz Factors in High Prices -

. MOONEY *

Board Will
0,0, - . -

’ statement of industrialists and Iy

RE
ys-Overland Motors,

\

7

Il be saved by cutting prices; Mr, Mooney !

of goods and plethora of ‘money, 7 |

1.
g
41)
y
und taxation syse |
is $392. 1 e
n people were given a rather
relations which' is particularly

confidence in our paper currency
I policy ‘and so

H

. times -like
_:these, . when
- people expect,
..and "have. the
.right - to : ex-
.- pect, sincerity
+, and - rectitude
in public
|« statements..on
econoric af-
.fairs " Dby. re-
sponsible
management.

You will re-
member, in
February of
this year, the

newspapers

were running a kind of ‘rash of
publicity about certain-of our in-
dustrialists ‘and - merchants ' who
were going to save the nation by
the simple rexpedient ' of cutting
prices: on .their products; or their
stocks of merchandise.

Actually, of .course, every man
who  has reached. economic  ma-
turityin his thinking, knew’ that
these publicity-seeking price. cuts
were utterly futile; that they 'were
counter to the stream of economic
events; and that they could not
posgibly. stand up against the pres-
surey of ‘events, :no: matter  how
pontifically: the - pronunciamentos:
might be phrased. !
.=Taken: by themselves:the . inci-
dents‘might have been written off
as- a:rather. thoughtless “uise of: 4
kind of’publieity. generally -left to
the circus, where it-is all done in
good ctlean fun, and is not intended
to mislead anyone, but simply tv
excite .the: children. .- ]

But ‘when ' Government - picked
these statements up, and endorsed
and approved them as really sig~
nificant ‘and meanngful attempts
at - economic 'statesmanship, “then
we - saw official Washington set
a new low in political irresponsi-
bility - that ‘must -give thoughtful
men cause for:concern, 5

However willing we may be to
excuse publicity hungry individ-
uals:who may want to get their
names in thé papers by any means.
one cannot help being shocked to
find government lending the pres-
tige: of' ifs- public ‘statements to
what cani’only be interpreted as

James D. Mooney

*An address by Mr. Mooney be-~
fore 'the Consumer Bankers’ ‘As-
sociation,” ;Atlantie - City,. N.. J,,
Sept. 26, 1947.

‘stitute for in

examples. of playing ‘cynical polie
ties ' with: . important - economie
problems and issues, - S
In other words, either by cynie -
cal “design;-or naive ' misunder=
standing, - the government once

e
again ' led - people - to look’ for a

‘utopia ~that ‘wasn’t there ' and

which, in''the light of economic
events, could not possibly be res
alized, i : 3 W%

Money in Over Supply . |
These government. statements
paid not the slightest attention to
the law of supply and demand. If
is. common knowledge ‘that raw
materials and goods are in short
supply, and that money is in over
supply. ‘We were, and are; facing
a complete plethora of money and
credit in the face of an extremé
shortage of commodities. Condis
tions were such -that a rise’in
prices ‘was inevitable, but'in spité
of - thig- official :Washington felf
justified in helping to further the
illusion -that we could talk' oura
selves out of the maelstrom. .
It was, and is, a time when peo=
ple need to-be reminded of ‘thé
fact that: costs:-are only’ reduced
through‘increasing productivity o
the one hand; and by*a relatively.
decreasing  supply ‘of“money ard
credit on+the other. We: are: set=
ting ‘'out on a'fool’s errand indeed
if. the' government should’ set  out
on a’course’of. providing. for peos
ple’s - needs : by- the- inflation™ of
paper currency as a practical sub+
creased production of
goods. e . R ¢
‘Now, several months after: the
abortive attempts to save the nas
tion by . pronouncements instead
of by work, we find that even th
nation' savers have‘ had' to :tak
note- of - the ‘real "economic -facts
and increase their prices, for reas
sons of -'simple economic neces}
sity” ag one of them put it when
announcing the increase in prices,
Six months ago it ‘was plain to
anyone ‘who was 'willing to seé
facts, ~ that forthcoming events
were casting their shadows before
them, and that conditions were. in}
the making which must inevitably

force prices up. - | {
Now that even our naive nation
savers have come up for air, and
taken a real look-at the world of
facts, it-is to'be hoped that w
have seen. the end of pelitical an
(Continued on page 27) .
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me Washington:. - - I Causes and Remedies of Pre_sent Inflation

By PAUL H. NYSTROM*
Prolessor of Marketing, Columbia University

Ahead Of tlle N Bws : ; Mamtammg oreseut inflation is result of combination of causes, Dr.

Nystrom points out as remediess
(1), a check on rising wages and salaries; P

(2) no boost in minimum wages rates; and (3) no further
“reduction” in workmg hours. Recommends increased production, tariff reduction on some items, and -

repeal of minimam wage and hours provxslons of Fair Labor Standards Act. Says 40-hour week law |
“is an' economic’ stralt-Jacket. R R _/. !

By CARLISLE BARGERON -

1 Through the long regnme of Roosevelt the Great; the Republicans |
were always  talking  about how he was destroymg freedom.’ You |
would 'think they had' a perfectly. ‘good complamt against ‘him and |
that certainly ‘all' freedom-loving ;people; in-this country, of whom
here are relatively few when it comes to makmg the sacrlfrces that

&
ThlS country is expenencmg a dangerou

anatlon. Its trend is st111 upward The
end unfortunately, is not. in sight. \We_ all h

go with freedom,” would vote agamst him,

T"But'when
‘election time' -
ame : around,’
R oosevelt
‘would . go on. -
the -air and
ask: “What
) freedoma ~did
“.you have -
-three 'or four.-
yearsi ago,:
“+that you don’_t
nave now"’"f A
YAnd:osally
0 ver the:
country; ‘our
“bohunks - ;
would. .say: Carlisle Bargeron
$“He’s got
them there because we have lost
! no single freedom.”
t They meant that they could still |
'say in the saloons that they didn’t|
like - Harry "“Hopkins ’and ' they |l
didn’t like:Ickes and they didn’t|
like Frances Perkins, or even the
Great Man, himself, and no police |
interfered 'with them. That they |

had lost a lot of freedom' through ||
the' domination - of ‘union, bosses|

hey did not attribute this loss to
oosevelt,  No, ‘they could still
sit-iry saloons and shoot :off ‘their
anouth and ''this* 'was  freedqgn.
'I’herefore, ‘they 'had lost nothing |
‘and they would make mockery. of
the Republican’ charges, .
What . they didn't reahze, of
: éourse, is that ‘even in the Police
tates;  unimportants:iare - given

'g:dn’t occur to them and certainly

7 this sort -of ‘freedom.  They  are

permitted” 16  spout  off .at’ the

mouth until the government per-

‘ ceives. that what they are -saying

is- contagious and. then they are

ounced down. upon. No “dictator
roubles himself with small fry,-

i What these people also did not
reahze then was that men whose
oprmons meant something - were

eing persecuted when they spoke
out:of ‘turn.- What they ' didn’t
rea.hze was: that the voices of -op=
posrtmn leaders.were. being stilled
in .more. ways.than_one: through
their dependence upon the gov-

ernment . for ‘a .continuation . of.

their businesses, or: through .in-
¢ome tax prosecutions; or through
the ' ‘most. ‘efféctive. smear: cam-
paign. that . has.'ever. been: ' or-
Zanized in this country,
 Nevertheless; what the populace
Yenerally
" hadn’t been putin jail and insofar
as ‘their right to free expression
Wwas concerned; they still had it—
gver their beers and whiskey
rarghts
»; Now, the hysterrcal labor leaders
are appealmg to the same crowd.
They  are saying ‘to the wage
earner. that he is a slave, that the
Taft- Hartley Act . has' enslaved
im,

We were told a few, weeks ago
that ‘the

nd : that  this: ,boll.“showed  the
great majority 'of the workers be-

by llevmg the Taft-Hartley 'Act, in- |
‘ geed to be a slave labor bill,  but |
t the same: time: approving - of |:

~everyone of its provisions.

The' point. is that the workers; ;

A towever, are coming gradually to

ake the same.attitude’they "did |:

hen: ' the' - Republicans:"

taking away their freedom: They
couldn’t see-any 'loss of freedom

then and . they ‘are.coming ‘more|
and’ more now to be unable to |
understand just hoew and where |.
they are enslaved, by the . Taft-|:

Hartley Act. Tt is my - opinion,
therefore, that before long, .the
i

saw « wasthat . they-

Republican ;- National|:
Committee had had a“'poll made |:

werel!
- Shouting ‘that the New  Deal was

labor leaders who are’

mendously . bad: odor  with" their
constituents,
nothing . they « say w111 be taken
seriously. " 7

‘demoncstration she said‘they were
‘not ~ all ' Communists’ by

'the ‘picketeers grinned-at-her; No |
i Communist,’ she- sald eould have
'grinned thls ‘way.. i

What is evident. from .this' is
ithat: these poor fellows -don’t ac-
' cept the harangue of thelr léaders
‘and 'in'such plcketmg ‘as' this they.
are’: simply carrymg ‘out “a“job
which ' they are ‘forced ‘todo, Tt
‘will: take months' for ' the 'pig-
‘headed: leaders among Iabor to
;realize this but it is a fact"

In Los Angeles, last Labor Day,
I witnessed the largest turnout of
Jabor; on’ parade, that I have ever
seen. ‘It was ‘certainly a- demon- |/

istration  of  labor- strength, Sl

‘hours. ‘and: -hours: the ‘men’ and ||
women ‘marched. in :the blazmg
sun of the hottest day of the year.
Furthermore every - restaurant,

where ‘organized - labor mlght ‘be

‘tighter .closing than Sunday m a
'small town;

The -AFL sectlon of the parade
was . sedate,

a lot of, propaganda placards and
pageantry; such as men attired as
Roosevelt standing by eleetric:re-
eordmgs sotmdmg the late Great’s
voice.

“But at the end of it;’a trred bar
tender ' was telling " me brtterly
unsolicited; that he had “put: in,
under orders a harder day’s work
than he” had ‘ever ‘done “for ‘any
employer ' and “he “was - getting
damned ‘tired of-it. ' know  this:

1 I wouldr’t have paraded for hours

in the hot sun of that -day for
anybody.. Workers : fell: by 'the
‘wayside and. were carried: off to
hospitals - by ' patrolling - ambu-
lances, It was not their ‘day: of
rejoicing as was advertised, or:as

the press played it. It was a day

without pay.

raising |
.this "hue and: ery will ‘be in.tre- |

so ' mueh:. so that|

/& One ' of the most s1gn1flcant !
statements I have seen ‘in, a’long ||
timé “was’'in ‘a’ speech made by
IMrs 'Martha' Taft on the ‘occasion |.
\of the Western' tour: by her- hus: |
® | band: Speakmg of the' picketing

“any |
\means, she.could" tell by the'way |

‘soda fountam, bar;: other places'

employed, was:shutdown! It was a

--simply .- marching ||
'‘people. But the CIO:. section had |

of hard. work .for the workers,

has occurred or-has been done, as yet, to sto

seem g o0 de

pe-that it may be checked. But nothing -
it. To meet an evil, any evil, it would

. sense to try to
:find:out -what
. its causes are
and, when
.these have
been deter-

mined, to take |,

. steps . to ‘cor-
rect them.:
...~ Some ‘of the ||
.. discussionsbe-
. fore this Com~
i .mittee- have
dpparently
been' directed
towards- the
attempt to dis-
‘. cover ‘persons,
compames, or groups who may be
responsnble for the inflation.’ Such
inquiries may - be | worthwhile:
There may’ be hoarders, ‘monopo-
lists; or other types:of evrl doers
in our busmess system.. ' It would
be: most! surprising ' if there: were
not. ' But 'the opinion may be ven-
tured that, even if all such were
apprehended and’ punished, : as
they 'should-be; there would" still
be the:inflation:and the problem
of what to do: about .it.

Your: Committee: may :servea
still: more: highly useful purpose,
ot merely by directing the at-
tention of the public. and. of ‘the
Department of « Justice ; to  the
crooks:and” crlmmals if -any, but
,also, more 1mportant by » deter-

Paul‘ H. Nystrom
t

mining the underlying causes! of |

ithis: inflatlon ‘and -deciding. how
they ‘may be'checked before: the
inflation does irreparable harm.

Several Courses. of Inflation .

The present inflation, like most
other past inflations, is clearly not
the result of ‘any single cause, but
rather of a combination of several
‘causes.
natural and perhaps unavoidable,
‘while others are artificial* or: the

results: of 'mistaken public: policy. |

‘We have had inflation from both
of these kinds of causes before. For

example, there have been several |’

inflations.in which there has been
a.surplus of purchasing power: in
the form of money, bank deposits
and savings which ' their- owners
would like to spend, and, on the
other hand a shortage of wanted
goods.: Under these conditions

" *From statement of Dr. Nystrom
prepared for ‘the Congressional
Joint Committee on ‘the Economi¢
Report,  Eastern = Subcammittee,
New York City,.Sept. 24, 1947,

Some of them are quite |

‘pnces always tend to rise, In time
jsuch  .inflations tend, to . correct
themselves. When production in-
creases and supplies of goods be-
.gin to.overtake demand, prices go
idown.

We have all of the economic raw
materials for such an inflation at
ithe ' present time, ' There is ‘an
over-supply. of money, of demand
deposxts, of bank credit, of per-
sonal incomes and ‘of other forms
of purchasing power  with which
people ‘are trying to’ buy more
food, clothing, housing and other
kmds of consumer goods than are
being produced, If there were no
other causes at work, these would
produce consider: able inflation,

.But to these causes of higher
prlces there' are still ‘others, such
as. ‘increases 'in consumer credrt
due ‘to ‘the. relaxation of  credit
control, ‘the : cashing of terminal
leave bonds by the veterans and,
most important, the extraordinary
demands upon this nation for ex-
ports. to feed a starving world.

I'do'not consider that the ex-
tentions. in" consumer  credit, : or
the “'cashing ' of terminal leave|:
bonds,: such ' as have accurred to
date, are very important as causes
of inflation.' They merely give a
somewhat. increasing effect to the

present high consumer demands,
The' dominant factors are the. ex=
cesses of domestic . purchasing
power and the demands for ex—
port.

-'The Supply Side

So much for the ‘demand side.
What of the supply side?

During the war years the pro-=
ductxon of consumer goods fell off
sharply. This was necessary to the
war effort. It was commonly be-
lieved, however, that the recon=
version and the production of such
‘goods would take ' place  rapidly
after the war was oyer. More than
two years:.have passed: by. Pro~,
duction has not yet come up suf-
ficiently. 'In a few, but increasing
number of items, production has
actually  caught up with demand,
but in many: of the most needed
necessities of life, such as- meats,’
dairy . products; ' sugar,  clothing,
fuel, - building .materials,. paints,
automobiles, ‘and. so on, it now
looks as if it would take. many
months, ‘if not years, to take care
of .the demands

. The reconversion from the pro-
ductlon of war goods: to the pro-
duction of civilian goods has been
distressingly ‘slow. The explana=

(Continued on page 22)
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Public Ul Securitis

Interstate Power Company

H Interstate Power Company; a subsidiary of Ogden Corporatxon
is seeking to recapitalize and divorce itself from the holdmg com-
pany. -A- recapitalization plan ‘was-devised ‘a‘ year or 'so ago, but
action was long delayed, possibly due to hopes of a better market.
Last, week bids were asked on.$19,400,000 First -Mortgage bonds due
1977, and 2,132,000 shares of common stock (out of a total hew ‘issue

of 3 000 000 shares). The success-®
ful bid was made by’ a group
headed _ by ._Lehman ' Brothers,
Goldman Sachs, and Wertheim &
Co. The bid was $4.05 with a
retail price of $4.75. The pros-
pectus. had indicated that. begin-
ning ‘in April, 1948, " dividends
would probably be paid at the rate
of 40 cents per annum and on this
basis. the yield at the-retail price
would -have-approximated 8%2%.
~'This: bid, however, was.consid-
ered unsatisfactory by the trustee
of the old debentures-(thé Chemi-
cal Bank) -and’ $everal other rep-
resentatives of  stockholder 'and
debenture ' groups; The -
heeded'- these ‘criticisms and: dis-
approved the sale 'of the. stock.
- Since the bid- for the new:-bonds
had been:conditioned on-the com-
any’s receiving . payment of. $8,-
635,000 for'the: common -stock 'and
the bid was: a little short of this

figure, the bond .financing also |
Jstate Power . (which . has' been

fell through :
It is, of course, dlfflcult to pass

udgment on the adequacy of .the

id. : Recent conditions have .not

been particularly favorable. More-.

ayer; market. attention . was - di-

wided because of .the bidding ‘on.

@.-similar - large -issue, -American
Water -Works, Inc. eommon stock.
There --was only. one bid -for- the
lafter stock, the retail price being
8. With an indicated dividend of
69 cents béeginning some time next
Spfing, the y.eld was 7% %. How-
ever, the Water Works bid waé
on'a “standby” basis only (rights
are ‘being issued) and the-under-

writers: thad virtually -sold the |-

stock “before they made the bid,

sipce ‘John Ware of'Northeastern,

Water Co. (a former: subsidiary
in 'the Associated Gas and' Elec-
tric System), had indicated: his
interest in contracting to purchase
some 30-60% -of the stock (exact
details of: this offer have not yet
bgen published).
' On Aug. 28.-a compllatron of the
Ewes of ‘tility,’ stocks"issued " in
past ‘year or so. revea‘s the
following high yields: ™"
Binmingham Electric
Central Electric & Gas---
Michigan Gas & Electrig. . -
Northwestern Public Serv.

11
82+

: u does not seem very surpris-
ing,' - therefore, ..that Interstate

SEC.

Power recexved a bld based on an
8% %.yield basis, - It was probably
a mistake - to -issue such a large
number of shares,-with -a par
value of only $3.50 a share and
a -pro-forma book value of the
same amount. Unfortunately, this
seemed to “tag” the issue as a
low-priced - speculative -offering,
since the great majority of utility
stocks sell .in :a range of 15-50. It
might have been better from the
standpoint of market psychology
to' have issued ‘one-third -as :many
shares. at ‘a.'price .three times: as
great,” Had the.offering come at
a time .of great speculative inter-
est .in new issues,. alow. price
might have proved helpful in ‘at-
tracting the interest of speculative
buyers, but apparently the bank-

ers.-did not  attach great impor-|:
tance to current potential specu- |:

lative buying of .this character.
The: plan’ for. revamping Inter-

highly: overcapitalized in relation
to earnings). seems: unduly com-
plicated (see. section . in Prospec-
tus,: pages. 3-4, “Purpose -of. Issue
and. Application. of Proceeds”). ‘A

simpler ‘plan ‘might have.had bet-:

ter chance of success,. The major
aroblem is to ‘pay. .off .the -old
First Mortgage 5s, provide work-
ing. capital, and make some pay-
mnents to the debenture bondhold-
ars‘and to Ogden (which holds a
note).-On: the' pro-forma set-up,
the. new - capital - structure - would
have . been -about 65%" debt -and
35% common -stock,"

Unless a new plan is worked
out soon, there has been some in-
timation' that the company might
have togo into bankruptcy, since
on June 30 it had outstanding col-
lateral promissory notes payable
to banks aggregatmg $1,400,000.
Cash on-June 30:was in excess 'of
this amount; although current de-
mands for construction, etc., might
make - it~ difficult” to - maintain

'workmg caprtal 1f. the notes were
Aretlred e

: Now A Proprietorship

. ERIE,. PA.—Paul B. Root ‘is| ' :
| now: sole- proprietor of Smith &
$o. [Carolina "Elec, & Gas:® 8.4 '

Root,. Erie Trust. Building, Wil

liam 'R. Smith having retired from
-partnership.

~Trading Markets in Common Stocks ]

.:Bates Manufacturing Co. -
" Buckeye Steel Castings
i . Crowell-Collier Publishing Co.

-

PAlNll Wnnm JAcKsoN & Cunns

Established 1879

Ltberty Products Corp.
Rockwell Manufacturing Co. -
U. S. Potash Co.

- New England Publn; Servn:e

* Plain’ Preferreds
Prior Preferreds
E:crow Certrfrcates

Northern New England

GILBERT J. POSTLEY & Co

29 BROADVVAY NEW YORK 6, N Y.
Dtrcct Wire to Chicago

i

View of Presenl
Stock Market

By GLENN G. MUNN*

Market analyst holds_ that  the
permanent war-defense status

“of our economy is not fully.real- |

ized. Although “anathema to the
‘solid bears,” he expects second-
‘ary-postwar business boom, and-
‘higher- security -prices-to accom--
‘pany greater investor confidence.

_ It seems obvious that the stock
market is now--awaiting the Ad-

ministration’s reaction and answer|:

to- the -report: of the 16 Western |
European na- !
‘tions ‘that. ac=

oration-.. i
plied : in- the;
Marshall : pro-.
posals 5
A sc1entrst
‘must - be ob
jective:to jus-;
tify: ©’being:
called a scxen 3

forecasts=
ing the stock i
markets, how=-:,
ever,  are ‘less a ‘science “than-an
art. '-As' of--today,. 'we: canngt . be
sure to-what extent the Adminis-
tration will play ball with these 16
nations, :or; ‘indéed;. whether “the
Marshall proposals wﬂl be 1mple-
mented at all. ; A gt

. Inocur professxon, 1t is necestary
to ‘take a position.on the outcome |,
of alternate- government - policies
insofar as they ‘bear-on the stock
market, whether that position  be

. Glénn- G:: 'Munn

right . or “wrong:" T-am -convinced |,
that the ‘Executive and ‘State De-|

partments are :more fully aware
of ‘the: Russian menace thaq, the

people ‘are ‘told."‘Our:government
at last has Russia’s “number.”. We
are compelled to make a decision £
between two evils. ‘Either we bol-

ster the non-communistic nations
of Europe and Asia with our moral

support ‘and ‘material- assistance;’

or: the ‘Eurasiatic continent: will
fall into' the hands -of Soviet by

default. It is a hard choice; Con- |

gress- may--balk. ‘We ‘have-a; job
of selling our public on the issues,

i {as:fwell as: ways and: means: of

meetmg them.

The War Factor

nevertheless; is that ‘the American
people will agree.that the. peace
of the world was not ‘attained on
V-J ‘Day; that Russia- is .the ob-
stacle’ to ' world - tranquillity; that
we in concert with other nations
will aceept the Russian challenge,
and will do such things as are
necessary to contain Russia, and
force a retreat of Soviet orbit of
influence.. The purposes -and
ideals- for which we entered the

war must not remain unfulfilled. |

I do not envision this policy will
take ‘form all:in -one. step.” The
hurdle of getting adequate funds
from Congress, and/or through
the ‘international banks, is to be
overcome. We may 'need to rein=
state some phases of the war econ-
omy—mostly on a voluntary basis,
I hope. There will be plenty of
opposition, which, I believe, will
be met by American supervision
of the . use of funds, -to  insure
economy. . ; ;

The Market Effect ,

When the American public re-
alizes that the foregoing is our
policy — assuming that my pre-
view will materialize in actuality
—our stock market, now-deflated
in terms of current earning power,
and having undergone a well-

(Continued on page 31)

*Abstract of an address by Mr
Munn before National Industrial

Conference Board, Sept, 25, 1947.

! lVly conclusion and pre'rnise,.

i -:Carbonated, Beverages—A
| Growth Industry—Analytlcal bro-
| chure—Smith, Barney'& .Co.; 14
| Wall Street, New York 5, N. Y.

| Concerning U Sy Government
iSecurities—Concise; chronological
‘outline of - U. S. Government fi=
‘nancing from - the ‘foundation of
‘our Government to' the end-.of
‘World War II;.deals with all ma-
ijor. facts, events, and influences
‘affecting” our. national: obligations
jand includes official reports, sta-
itistics: and charts, records-of mar-
ket prices. and .yields, statements
iof Treasury pohcres,and ‘details
.of “all . major -loans (1905:1945)—
ok E. Childs & Co., 141 West Jack-
'son’Boulevard,- Chxcago 4,. Ill—-—
cloth—$5 00 per copy. ,

' - Cyeli- Graphs-—-Pre-publrcatlon
offer of new '128-page: folio of 500

.tcycll-graphs with monthly : price
J|iranges’ up;’to " date through::Sep- | .
‘tember : 30—New ‘edition :contains | :

nndlvxdual charts of ‘the 500 larg-
‘est “and .most- active listed rstocks,
portraying the cyclical swings.for

after—Ask for: Folio - CFC-102—
Secirrities- Research . Corporation;

* Railroad quﬂpment Certlfla

\cates—Valuatlon .and. .appraisal—
Stroud & Co., Inc.,- 123 S: Broad

Street, Phrladelphra 9, Pa.

Also available- are’.a’ valuation
and ‘appraisal. of City"of Phila-
delphia " Bonds: and - ‘Price  Earn-
ings- Ratios -and Yields on..123
Public Utility .Common Stocks. -

Recent  Bearish ~ Factors—Dis-.
cussion of the. current market
situation in the “Fortnightly Mar-
ket ‘and ‘Business  Survey>—E. 'F:
Hutton & Company, 61 Broadway,
New York 6, N. Y, =

formation.-on'.Schenley; . Interpa-|!
tional - Nickel::and -Agricultural
Implements, and: has a tabulation

Tax Loss Sales——Bank & Insur-
ance . Stecks — Circular — Laird,
Bissell - & ‘Meeds, 120 Broadway,
New York 5, N. Y. b0

-Also available'is a c1rcu1ar dxs—
cussmg the position. and “outlook |
of . Bayuk Cigars as an investment |

stock.
* *

Allied Mills,
dum on outlook—A, M. Kidder &

N. Y. .

Colorado Milling & Elevator
Co.-— Data — Buckley ' Brothers,
1420 Walnut Street, Phlladelphla
2, Pa. 3

on- Portsmouth: Steel and. Beryl-
lium " Corporation.

Graham-Paige Motors Corp.-‘—

Co., 41 Broad Street, New York 4
New—York. i

Also available are analyses o!
Osgood Company ““B,” Tennessee
Products & Chemical and Fashxon
Park

Kendall Company — Memoran-
dum -on outlook—Seligman, Lu-
betkin & Co., Inc., 41 Broad St.,
New York 4, N. Y.

Long Bell Lumber Company—

Detailed analysis available for in-

ithe entire -pre-war; wartime:. and |
post-war-.period sirice’1935=-$3.00 | -
before! Oct: - 8,.:1947, $4.00. - there- |

141 Milk Street, Boston 9, Mass.

The “Survey” also contains in= |

Inc.—Memoran- |

Co., 1 Wall Street, New York 5, |

Also available is  information |

Analysis—Seligman, Lubetkin & |i:

 Thursday, Octobér 2, 1047 *

Dealer-B roker Investment |
Recommendatwns and Luerature

It is understood that the ﬁrms mentioned will be pleased
to_send.interested. pnrtws the jollowmg literature:

terested dealers—Comstock & Co.,
231 South: La 5%le ‘Street,,
cago 4, 1L IR ',
National Terminal Corp.—Mem-
orandum for dealers only—Adams
& . Co.,105 West . Adams Street.
Chlcago 3, m .
Nekoosa-Edwards Paner Co—
New analysis in :September. ‘issue
of “Business and Financial Digest”
—Loewi: & Co.; :225 East Mason

ford — Memorandum ~ Vilas - &
Hickey, 49 Wall Street; New York
5 N. Y. - T S

Northern Engineering Works—
Memorandum—Fltzgerald &
| Company, “Inc., 40" Wall Street,
lNew York 5 N Y <

i Co.—Third: " quarter ..ahalysis—C.
E. Unterberg & Co 61 Broadway,
:New York 6, N

i ,\_l

Publlc Scrvrce Company ot
Indiana.—— Memorandum-—=.J. {GJ
White : & Company,: Inc 37:Wall
Street New:York 5; N. Y.
Also available isa memorandum
on lndrzna Gas & Water“ Com-
'l’a.y. “ ‘

x«v

Relter Foster 0il. Corporatlon~

| Circular—Troster, Currie & Sum-

mers, 74 Tnmty Place, N ew Yorl;
6, N Y. )

Skilsaw, Inc—A.naly els-;ljoyle-
O’Connor” & Co., :135. South" La
Salle Street Chicago: 3 IS -6

Southwestem Pub l l c Servlce
Company Memorandum == J,
White & Company, Inc., 37 Wall
| Street, New York 5, N¢ Y

' Suburban; Propane, Gas'—-—Circu—:

" Upson ’ Company——Specxal re<
port=—Ward & Co., 120 Broadway,
New York 5 N Y "

oy

_Utica & Mohawk 'Cottolills,;
Inc. — Circular — Mohawk Valley
Investing Co., Inc., 238 Genesee
Street, Utica 2 N Y. :

‘C'DMING
EVENTS

~In Investment Field

Oct. 3, 1947 (Springfield, N. J.)
Bond Club of ‘New :Jersey ‘an-
nual Member-Guest Field ‘Day:at

the ‘Baltusrol Golf Club, Spring-

field, N. J.:

South. Carohna)
Securrty Dealers . of the Caro-
linas annual meeting at the Ocean’
Forest Hotel, Myrtle Beach South’
Carolina.

Nov. 30-Dec. 5, 1947 (llollywood.
‘Fla.)
: Investment Bankers Assoclatlon
Annual Convention: at the Holly-
wood Beach. Hotel...: -

-(Special to THE FINANCIAL CHRONICLE)

Brenneman ° is wlth .The ', Ohio,
Company; 51 North High: Street

Public National Bank & Trnst

Oct. 10-12, 1947 (Myrtle Beach. .

With The Ohio Company .

. COLUMBUS, OHIO—Russell L,

Chi. g

Street Mllwaukee 2 Wls 1

New York New Ha\ven & Ha,rt- %

gl

lar—Edward, - A.’ Purcell~& . Co.; ..
50 Broadway,rNewz‘ York "4‘.' N. Y.t s
of 30 Stocks for Capltal Gams. 2 L 3
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 Letter. to the "Editor:'

. 'THE. COMMERCIAL & -FINANCIAL CHRONICLE

: R . b L f ..u\t. g it v
- Sale of Small Firm Issues Again Possible: Gearhart
' Says investors fared well in Gearhart & Co. ﬂqtations, .,wﬂ'.hich'-provided venture
" capital for small and medium sized corporations and ‘jobs for thousands.

,‘Editor, Commercial & Financial Chronicle:

&

In answer to yoyr inquiry regarding the opportunities of small
companies to finance in the present market, and what opportunity

thereis for :
“the investor

o makie;
money in- the
securities’ ' of
these small

'~ ¢ompanies, I
would like. to
give you .a
record of.
what this.

+ firm has done

;. over the:past  §
several years,
asitisour -
‘belief- ‘that.
thistype:-
‘of . financing
is-again
possible. " : NG
. Since"its first underwriting in
+December, 1943, Gearhart & Co.
-has financed 37 companies. These
‘underwriting; aggregated $34,246,~
' 817. 3 :

' "Largely these were small man-

F. D. Gearhart, Jr.

RECORD OF 37 ISSUES SOLD BY GEAR;HART'& CO,, INC,

.- Shares
20,000 Uts
100,000 Uts
7,100,000 Uts
+.25,000 :.Com
60,000 Uts
100,000 Com
$500,000 Bds
120,000 - Uts
225,000 Shs
425,000 Shs
19,252 Ulis
60,000 Uts
150,000 Pfd
900,000 Com -
175,000 Uts
10,000 Com
160,000 Pfd
121,239 Com
60,000 Uts
120,000 Com
- 57,000.Uts -
456,000 Com
225,900 Com

v Daten
- 3~19-46
:11-13-45
., 5=-17-45
11-11-44
5~:8-46 ..
81944
-~ 5-28-45

-10~ 9-44
' .5-21-46 -
. 4-25-46-
v 2= 5-46
113-18-46 ¢
1:-3-20-46 -
~49-27-45
s e b
11+ 145
-11-15-45
£12-18-45"
‘. 5-27-46
“10-:7-46
- 5-12-45
:10-18-46

ufacturing : companies that could

only be financed by a stock issue.
Some were old companies, but
many. were new — the kind  of
company that needed the venture
money that has built America into
the greatest industrial -nation of
the world. 3
Gearhart & Company raised

‘| this venture money which helped

build dozens of small and medium
sized businesses: giving thousands
employment. | .| s

A first question arises,  “How
many are going concerns today?”
All but one—that one a company
in the hazardous airplane -manu-
facturing . business - which failed
more than.a year ago, ;

A second :question: “How  did
these securities. fare in the bear
market - that - caught. up « with
them?” Almost a third. are selling
today ‘in excess. of : their :issue

price;: a few: are twice tfo eight

-Company

Artkraft Manufacturing Co.2..__.__._ :
Baltimore Porcelain Steel Corp.2.
Buckeye Incubator Co.lll..i. g

Clyde Porcelain Steel Corp.l.__
Clyde Porcelain: Steel Corp.2_...
. Consolidated Industries; Inc,2__._
< Allen B, DuMont Laboratories, Inc.
Allen B..DuMont Laboratories, Inc.3.
D. B, Fuller &"Co.;Ing.d. aibiss s

Ceneral ‘Panel Corp.2:._. ...

Globe Aircraft Corp.2._......
~Higgins, Ine.2___.__ ;

International Resistance Co.2_ ... ___
Ironrite Ironer Co.l ;

5:‘

‘Kut-Kwick Tool Corp.

Liebert & Obert2 (now Cooper Br'w
Leader Enterprises, Inc.l

Lear, :Inc.1

Lime Cola Co., Ine.2

o 3= 5-46- $229,500 Bd Uts  Magar Home Products, Ine.l . .. ..

i17-18-44
.10-25-45/
¢ 6-11-46
8-27-46
- 6-25-46
| 8-21-46
12- -43
- 11-26-45
1 4-17-46
3- 646
2-15-46
12-28-45
4-23-45

s

297,500 Com

- 300,000 Pfd

58,000 Uts
150,600 Com
99,000 Com .
150,000 Com

20,000 Uts
60,000 Com
.+ 99,000 Com:

59,880 Uts
+90,000 Com
$300,000 ' Bds
198,800 Com*

it Gea\rhart & Company, Inc,, alone.
Alstyne Noel & Co.,; and Gearhart & Co

coin after 2-1 split-up.

Majestic. Radio & Television Corp.t..
Majestic Radio & Television Corp.2..
Pacific Telecoin Corp e i oo i . .0

Reporter Publications, Inc.2
Telecoin Corp.1
Telecoin ‘Corp.2 5 SR

. Trans Caribbean Air Cargo Lines, Inc.2
Ventnor Boat Corp.2
Virginia Dare Stores Corp.2_...--c._
‘Wilcox Gay Corp.lo i i . .. ...
Wilcox Gay Corp.lo i oco i. i . ..

$34,243,817 $37,000

Principal Underwriters

Price to

v 297,600
299,400

times higher than. ‘the -original
p{’ince to the public, and some few
have declined fairly substantially.

A third question: “Had you in-
vested $1,000 in each of these 37
issues, how would you stand to-
day?” A $1,000 investment in/\each
of the 37 issues is $37,000. *The
market value on Sept. 29, 1947
was $38,560. . 2

“Did these Gearhart issues ever
advance more than this?” Yes, At
the bull ; market peak. in . the
Spring - of 1946 the aggregatd
value of the $37,000 investment
was certainly in excess of $60,000.

“How . .about ‘dividends?” More
than a third of these companies
have been paying regular divi-
dends since issuance, and the total
'paid has been .substantial.

On the attached sheet our rec-
ord is given in detail. [Given be-
low—Editor,] ",
GEARHART & COMPANY, INC,
FREDERICK D..GEARHART, Jr;
e e el President .
New York City, A
September 30, 1947.°

Value Today
of $1,000

. ‘Inyestment
+ $1,300!
-, :1,750
1,200
1,380
300
4,000
©1,020
900

948

636
1470
Mraan
227

700

1,636

700

1,090

500

-+ 519

) 480
450,
222

-~ 500
333
400

© 882
800
500
286
8,000
1,300
333
350
600
960
938

" ’sold
s AL
8§ ik
D
3%
b
Y%
100« .
gD
.1%5.10,
A ¥
10
11
5
2%
10
T2
5
615"
510
5 :

4.50
100
450

9-29-47
| Market
Son 6%

1
40% + Com,
1%
2 i ;I u
4%
26
1%
s
T 40%
8**‘,
g
1%
: 3
300,000 96
675,200 3%
$1,000 x 37

$38,660

2 Gearhart & Company, Inc., and Newburger & Hano. 3 Van
mpany; Inc.: - * Telecoin after conversion and split-up. = ** Tele-

Note: In addition, Gearhart & Company placed a secondary distribution (not included in above)’of

. 100,000 shares of Bendix Home Appliances, Inc. before 1943 at 75 cents a share, now selling” on the

.. “New York Stock Exchange at 18%.

Boston Stock Exchange
- Re-elects H. W. Besse

.- BOSTON,.. MASS.—Harry W,
Besse, Draper, Sears & Co., has
been. elected to a second term ‘as
Presidént of the Boston Stock Ex-
<hange. -Also re-elected was the
board’s Perennial Treasurer, Mark
R. Hodges, Schirmer, Atherton &
Co. " John Perrin of Perrin, West
& Winslow was named Vice-Pres-
ident, i el

For members of the Governing

‘Committee, terms 'to ‘expire,, in|

1949; the following were' elected:
+-Waldo M. Brown; Frank A. Day,
R. L. Day & Co.; Percy G. Crocker;

.vTuckef",’f 'Ahthbny ‘& Co,

Guy W.'Walker, Jr., Guy W. Wal-
ker: & Co.; Charles P, Atherton,
Schirmer, - Atherton " & Co.; ‘and
George N. Proctor, Proctor; Cook
& Co. . o

Samuel Mixter, Mixter.&-Com=~
pany; - was : elected - ‘a' governor,
term: expiring in 1948, to fill a
vacancy, ; by

The' 1947-48 Nominating Com-
mittee will" be: . John W, Adie,
Townsend,

Forrester A. Clark, H. C. Wain-
wright & Co.; Howard W. Hodg-
don; and “Gilbert L. Steward,

Dabney * & Tyson,|
Chairman; William  J.' Brannan; |

Two with Morfeld,
Moss Co. ;

(Special 'to THE FINANCIAL CHRONICLE). -
bury and Joseph A. Manion have
Moss & Hartnett, 818 Olive Street,

members of the St. Louis: Stack
Exchange. ; >

- (Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL.— Robert W:
Thomasg is now with Ames; Eme-
rich. & Co., Inc; .105 South La
Salle Street, members of the Chi-

- cago- Stock Exchange.

ST. LOUIS, MO.—Eben T. Brad-'

become associated | with -Morfeld,

With Ames, Emerich & Co.

» ‘ §
D — e —

lers, usually
vestment Traders' Association.

Corp., -Stroud .& Co.

Sons “B,”

& ‘Bond Club and

CHICAGO BOND TRADERS BOWLING LEAGUE

On Sept. 22 the .12th Annual Tournament of. the Chicago Bon
Traders, Inc., Bowling League got under way at the Congress-Wabash
Alleys for the 1947-48 season. .- Eight evenly balanced teams of five
men each form the League this year. A representative team will be
selected at a later date to enter the local IBA Tournament.
season, with much enjoyment, is anticipated by all,

CINCINNATI STOCK & BOND CLUB : 3 ¥
A cocktail party was given for members of the Cincinnati Stock
their wives,, on Friday,
Caprice, Netherland Plaza from 5 to 10 p.m
Arrangements were handled by Frederick Latscha of
Latscha' & Co., Chairman of the Entertainment Committee,

NSTA Notes

BROKERS BOWLING LEAGUE OF PHILADELPHIA

“Timber” is the war chant as 16 teams of the Philadelphia Bank-
ers & Brokers Bowling League swing g
fon.  High Spot'is,.thé annual contest. with New York’s STANY keg-
held ‘in’ conjunction with the January dinner of the In-

into action for the current sea-

- Philadelphia firms represented in the League are: “A” Section—:—
Buckley Bros. “A,” Butcher & Sherrerd; E. ' W. Clark & Co., First
Boston Corp., Hecker & Co., E. H.:Rollins & Sons

“A,” Stock Clearing

‘  “B" Section—Buckley Bros. “B,” Gerstley,
Sunstein & Co., Montgomery, Scott & Co.,

Herbert H, Blizzard & Co., H. A, Riecke & Co, E. H. Rollins &

“A” and “B,” Paul & Co;,

A googi
T, D. WALSH, Secretary.

Sept. 26, at the Pavilion
i Frederick

greater, “de=~

New York a Good Place to
s i By MYRON L. MATTHEWS
- Vice-President, The Dow. Service, Inc. "\ .

‘Asserting gap in building costs between New York and other cities :

‘has been reduced compared with prewar period, Mr. Matthews |
- points out it is even better place to build than before.. - '

~ -~ Ninetyfour cilies out of 150 reporting in the current Dow Service
National Construction Cost Survey
contention’ that} notwithstanding : the increase 'in New York . City

the average .rate "of . increase e
&

Build

conclusively support the oft stated

sewhere " has ' been considerably

clares. Myron
L. Matthews
s umma -~
rizing -results

|of the survey

in ‘the Dow

|Service Daily

Building Re -
ports. This .
mueh is clear
when ¢onsid-
ered: along
with other in- g
formation .
such as the’
fact that in
1941 New
York. ‘costs . ; R
were 15% higher than the com-
posite building . cost level for .66
other cities throughout the coun-
try; and the fact that the 94 cities
tabulated = currently show ' local

M)"ron L, Matthews

11% above the average. Thus the
gap has been narrowed by 27%.
Not = much consolation 'can 'be

| found " in-this,-however; due to:a

92% increase in construction costs
here, but the fact 'remains that in

since Pearl Harbor, New York in
relation to the rest of the country
emerges, from -a building . cost
point of view, as a more desirable
place to-build ‘than ever- before.
If New York was a good place to

".~|build :before —and it - was —it’s

even better now, cost-wise.
-~ As proof of these observations,

struction.-costs in’. the New.Eng-
land States average 11% less than
New York City in the current sur-
vey. Costs in the states of New:
York .above Kingston, Wisconsin,
Michigan, Illinois, Indiana, Ohio,
Pennsylvania, ‘and Delaware, av-
‘erage 6% less than New York
City. ' Costs in. North Dakota,
South' Dakota, Nebraska, - Kansas,
Oklahoma, Texas, Louisiana,

|Arkansas, « Missouri, . 'Towa and

Minnesota average 13% under
New York City,. The composite of

weighted,” under New - York

against. 13%, unweighted, in 1941

\

New  York costs ‘are reduced 'to |

the ' great: transition :occurring.

it is a matter of record that con-:

these three districts is 10%, un-:

for the entire country. Finding to
be.released.for. south and south-~
eastern states and west coast and
Rocky Mountain states are not ex-
pected: to alter the:10% _figure
materially because the final con-
clusion “is ‘now  strongly en-
trenched . by findings .in - about
two-thirds of all cities to report.

The 94 cities tabulated. to. date

| show: a composite increase in: con-

tractor’s :delivered-at-the-job
prices for brick, plaster, cement,

| and construction lumber; of 108%,

and for: 10 labor trades, of 78%——
above 1941, This includes the in~
fluence  of the' Fifth District now
tabulated for the first time since
V-J day. ‘ -

' With Fahnestock & Co.

Fahnestock: & Co,, . members of
the New - York ' Stock  Exchange,
announce . that  Barnett. Thomas
Talbott . has' become ' associated
with the firm' in its New - York
office, 65 Broadway.

John A.'Dawson Adds

(Special to ’;‘uz F‘mm_mx. CHRONICLE)

CHICAGO, ILL.—Karl E. Krost
has been " added to.the ' staff of
John A. Dawson' & Co.; 1" North

|| Lia-Salle-Street, - - --oinirieer

AMQOTT; BAKER & CO.
\ i Incorporated \ {
ot e h ik
Wholesaler and Retailer of
. Investment Securities
our Trading Department
specializes in real estate bonds” 4

and stocks, title company and i
bank participation cg;tﬂlcates.

150 BROADWAY  NEW. YORK 7, N.Y,

Boston: Philadelphia
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Colorado Milling & Elevator Co.
- Portsmouth Steel
Beryllium Corporation

Data on Requesi

BUOKI.EY BROTHERS

Members New York, Philadelphia and
' Los Angeles Stock Exchanges
Also Member of
New York Curb Exchange
1420 Walnut Street, Philadelphia 2
New York Los Angeles
Pittsburgh, Pa. Hagerstown, Md.
N. Y. Telephone—WHltehall 3-7253
Private Wire System between
Philadelphia, New York and Los Angeles

Philadelphia-
Bank & lnsurance
Stocks

Philadelphia Traniportation Co.
"\ 3-8s 2039, Pfd, & Common

HN. NASH&CO

1421 Chesinut Street, Philadelphi

Phila, Phone New York Phonea
*. Locust, 7-1477 HAnover 2-2280
Teletype PH 257 WHitehall 4-2400

American Box Board
Botany Mills

Empire Steel Co.

. ‘Empire Southern Gas
Pittsburgh Rys. Co.

Sterling Motor Truck
Nazareth Cement
Warner Company

II M. Bylleshy & Company
H PHILADELPHIA OFFICE
.8tock Exchange Bldg, Phila. 2

: Telephone Teletype
Rittenhouse 6-3717 PH 73

Ben Franklin Hotel Com, -
1500 Walnut St. 6-1950
Phila. Warwick Com.

. Phila. Transportation Issues
.1 Riverside Metal Co. Com,
‘Phila. & Western RR, Com.

Samuel K. Phillips & Co.

Members Philadelphia Stock -Exchange
Packard Bldg., Philadelphia 2

Teletype -N. Y. Phone
PH 378 COrtlandt 7-6814

Pennsylvama
- and New lersey
Mumclpal ,Bonds ~

Dolphm & Co.

Fldelity Philadelphia- Trust Building
PHILADELPHIA 9

' “Telephones: (32
Philadelplun—-PEnnypacker b-4648
New York-—HAnover 2-9369
.Z Bell - System : Teletype——PH. 209

~“OUT” Says SEC'to

complexity.”
The 133-page brief, filed by

company - ‘“‘performs
function ' whatsoever”

no
and

to
sumers.”
Ed ]
The brief = further
mended that the SEC enter an

gas - properties - operated by
Equitable - Gas Co., and trans-

Pittsburgh - Railways  Co.

Pittsburgh - Motor ' Coach ' Co,

ated in the Pittsburgh district.

The SEC attorneys’ recommen-
dations are based upon the study
of some 4,000 pages of testimony
taken durmg proceedings : which
lasted approx1mately five months
earher in the year. i

» i ey e
Company. Will' Fight :
-~ At its Pittsburgh’ headquarters,
a .spokesman . for ' Philadelphia
Company: charged that the com-
pany had been denied “due proc-
ess of law” and was prepared to
battle the issue in the courts,

* = R :
i fi i
In a brief filed with the 'SEC,
Philadelphia Company declared it
had not been handled fairly in its
“death sentence’” fight under-the
Public Utility  Holding Company
Act. The company, it was stated,
“is not the kind of holding com-
pany that Congress intended : to
break up when it passed the Act
in 1935, ., . From start to finish
the entire conduct of the Commis-
sion - and, the ‘Commission’s 'staff
has had the effect of harassing the
respondents .. in - every ' possible
way, and has prevented them from
presenting their case in the most
effective manner.”

. The ‘company’s brief further
mamtains that ‘Philadelphia
Company is a Jocal, coordinated’
system “ which < has  developed
and unified-the gas, electric and

. street railway.  service  in‘ the'’
Pittsburgh area. It declares that
if permitted to put intp effect’
its own voluntary simplification
- plan, the system would conform:
in every respect to the require- |
ments of the.Act. Dismember-!
ment, . the . company, contends,.

Pennsylvania Brevities -

Hpoward ' S.- Guttmann, " attorney®
for the - division, “states that the
useful
“its
continued existence is detrimental Bk
security -holders +and - con-

recom-~ '

order forbidding common stock :
control by Philadelphia' Com- '
‘pany_ of the electric properties |
operated by Duquesne Light Co., '

portation properties operated by !
and !

These companies are subsidiaries
of Philadelphia Company oper-

Phlladelphla Company -

The Public Utilitieg lesmn of the  Securities” and Exchange
| Commission has recommended. that Philadelphia Company, the $370,-
000,000 Pittsburgh holding company, controlled by Standard Gas &
Electric Co. be “dissolved as an unnecessary and costly corporate |

Paul S. Davis, spemal counsel, ‘and

-would mean a loss of $1,090,598
annually in ascertainable econ-
omles.

Plttsburgh Rwys. Reorgamzatmn
Progresses
.Regardless .of the outcome. of
the battle royal between Phila-
Adelphia' Company and the SEC in
the latter’s attempt to eliminate
the intermediate  holding ' com-
pany, reorganization of ‘the com-
plex - Pittsburgh ' street ' railway
system is considered -a fmust?’
Proceedings: before the District
i | Court - for Western Pennsylvania
have ' been placed on a definite

time schedule.

There are at present three petx-

be summarized 'as follows:

tions before: the court. They may |

(1) The petition of W, D.
George, Trustee.for: Pittsburgh .
Railways - Co., - filed = Sept. 11,
1947, praying that the court fix:
a time for hearing on his, the.
Trustee’s, proposed'amendments :

“to the 1942 -plan of reerganiza- -

tion, subject to such. order.as.

the court may make transfer- -

ring the hearing to the Secu-:
rities & Exchange Commission. »
(2) The petition of Jules Gug-

genheim, et “al, filed July 21,"

1947, praying that ‘the Trustees
of Pittsburgh Railways Co. be .
directed to make a.partial cash
payment to the public holders™
of Pittsburgh, Railways Co. sys-"

. tem, such payment to be on ac-:
~count of principal and that no-

payment. be made to Philadel~
phia Company, its afﬁllates and
subsxdlanes. ! :

(3) The potltlon of Phlladel- §
phia Company praying that the
Special. Master  be  directed to":
proceed promptly : ‘with hear-
the claims. filed by

ings - on
Philadelphia’ Company and -its
affiliated and subsidiary ‘com-,

panies, to-determine the amount .

and validity ;of such claims and ;
whether such. claims are en-

titled to equal participation with '

in interest::

uniform orders upon: the* three
petitions granting rules upon: all
interested parties and ‘the' SEC td
show cause why the prayers of the
petitioners should not be granted

The court fixed Sept 30, . last
Tuesday, as'the time within Whlch
parties at interest ‘were: to :file
answers to the said petitions with

. Phila. Elec. Co. Common

" *Nor. Ind. Pub. Serv. Com. "
Harshaw Chem. Co. Common
*Roberts & Mander Common

" *Offered only' by prospectus
; Bought—Sold—Quoted

E. H Rollins & Sons

Incorporated
PEnnypacker 5-0100
‘1528 Walnut St., Philadelphia 2

New York Boston Chicago
San Francisco - :

fAtlaﬂn‘tic City Elec. Co.Com, -

_Available:

Publications

"PHILADELPHIA 9, PA,
PEnnypacker 5-7330

] ? Allentown

pitized for FRASER
Ip://fraser.stlouisfed.org/

Plttsburgh i

Valuatlon and Appralsal
RAILROAD EQUIPMENT CERTIFICATES

Valuatlon and Appraisal .
ClTY OF PHILADELPHIA BONDS

Price- Earnmgs Ratlos and Ylelds on -
123 Public Utlllty Common S cks.

; Copxel on Request

STROUD & COMPANY

Incorporated
123 SO BROAD STREET ;

) 120° BROADWAY v
NEW YORK 5, N.'Y,
REctor 2-6528- 29

: Lancaste_r Scranton

claims asserted by, other parties 85

On' Sept. 12 the: court enteredg

attorneys of the respective .-peti‘-;

a‘judge of the court.

As pointed out in an earlxer is~
sue of the “‘Chronicle” (Sept. 4);
the  Trustee’s :proposed. amend-
.ments-.to the former reorganiza-
tion - plan . appear inequitable ' in
many " respects - to - owners  of
publicly ~held -system' securities.
The' most: substantial - complaint
lies in the: fact that the informa-
tion' and “data, upon which" the
Trustee bases his . ‘conclusions,
have never been made available
to' the pubhc ranting the
[Trustee’s- sincerity "in  attempting
a difficult- job, it is virtually im-
possible . to - argue . intelligently
with his findings unless the same
basic and factual  information " is
made available to ‘all.” With 'the
Public - Utility - Division * of . “the
SEC's: antipathy toward Philadel~
phia Company plainly in evidence
and - with - strong representations
of publicly“held system securities
ready to-defend their contractual
rights, = it ‘may - be ‘assumed that
“full disclosure” will be the key-
note of the forthcoming hearings,

# i #
Saturday Bank Closings

Most ‘Pennsylvania ‘banks’
which - adopted .the ' Saturday !
closing plan’ for the  summer
‘. months have found the 5-day.
- program -practical and will coen-
‘tinue on that schedule, In Phila-'

delphia, . Saturday closing . was
made permanent at the start.
In many  other localities, exten-
.sion"of the plan requires only
the adoption of a resolution ex-
. tending ‘Saturday closing “un-
til further notice.” "In the light
cof» the ~bankers’ experience,
“there seems to be substance in
.the. opinion of many brokerage
- and ‘financial - houses: little, if
“any, of the business now trans-
»acted during the Saturday half- ¢
.~sessions’ could ‘not be as' ade-

quately handled on Fnday or

Monday :

el

National Bank of Germantown

the  National Bank of German-
town, Philadelphia, has announced
that the bank ‘has: purchased 'six
adjoining . properties . on, West
School House Lane. to provide
space -for expansion:of the: bank
building and addxtxonal parkmg
| facilities,

- Pennsylvania Borrowmg
Last ‘week’s sale of $50, 000 009

"est” longvterm money - borrowmg
transaction in-its history. Its. in-

new’ low.’ "The "winning bid by a
group ‘headed by Drexel & Co. and
First Boston Corp.. 0f.101.6899 re-
sulted /ini "a“ net’ interest ‘cost of
1.27559%. While designated ‘as.a
"“general purpose’”’ loan;  much of
the - proceeds,-will be" spent. for
state hospital construction ‘and re-~
hablhtatlon and for punfxcatxon
of the Schuylkill River,.
2 w i 3 L BT
Phlladelphla Electnc Co.
Expansion .

"Citing record-breaking demands
for electricity for five years ahead,
{ Horace - P. ‘Liversidge, Chairman
of Philadelphia Electric Co.; states
that the company’s expansion and

tioners and further fixed Oct, 7 as.
| the date upon. which preliminary
|objections ‘would be heard before

‘Glenn K. Morrls, President of_

Commonwealth  of Pennsylvama,
13 represented the State’s larg-.

terest cost to the State: was.at a |-

Tradinz D-nartment Activo in L

Western Pennsylvama

: Issues
.. Direct ere to New York C:ty

CHAPI.IN Ao COMPANY

bers
¢ N. Y. 8tock Exch Pm.s Stock Exch,
J New York Curh Exch, (Assoc.)
10th Floot, Peoples Bk. Bldg. 61 Broadway
. PITTSBURGH 22,PA, - NEW YORK,N.T.
Grant 3900 "+ Bowling Green 9-3987
" Bell System Teletype—PG 443, ;.

v

1mprovement program contem~

plates the expenditure of approxi-

mately $200,000,000 .and . will adé

670,000 kw. to ex1stlng capacity,
e ; * i e X “,'

Lehigh Valley Transit Co.

A new plan of reorgamzatron 2
for this subsidiary of Pennsyls
vania  Power & .Light 'Co.; *
which supplies transportation in,
and adjacent to Allentown, Pa.,"
has been' filed with the SEC.
It provides for the retirement of:
$4,915,000 Lehigh Valley Transit-
ref. & imp. 5s, 1960, at their.
face amount - through treasury
‘cash or through the veoluntary,
exchange into Pennsylvania’

' Power & Light Co. 4149, pre-:
ferred taken -at a valu.mon of
$112 50 per share, )

£ ll' *
Kellet Alrcra.ft Co." i

Effmgham B. Morns, Jr, and
Paul R. Skilling, trustees of Kel=
lett Aircraft Corp.. since Oct. 18,
1946, report.a net loss of $18, 128
from that date until July 31, 1947,
They also report no response to
their- suggestions for a plan: of
reorganization, Some optlmlsm,

i| however, was expressed in respect.
:| to. the company’s’ manufacture of

frozen food display cabinets and’
general sheet. metal ' fabricating:
and: assembly work:.«. While. en=
deavoring to cover general over-'
head, the company is engaged in:
developmg its XR-10 helicopter,
an official demonstration of which -

| was held last week. The' Army~ has

evidenced an’interest in this ma-
chine and a production order 1s a
possibility. : ¢ g
W ke
N.a;tural Gas for Philadelphia‘}‘,‘ ;
Formal approval for the piping
of natural gas to Philadelpkia by
the Texas Eastern: Corp.: through .

| the ‘Big and Little Inch pipelines
|may be forthcoming from the Fed+

eral - Power: Commission: on Oct:"
15." The ‘Philadelphia Gas Works:
Co. announces that it is ready:-to’
go forward with a $7,500,000 con<-.
struction program as soon as per=:!-
mission. is received. - It :is- possible
that the first gas, to be mixed with;
the manufactured product, may b¢
available to-consumers by March -
1,.1948. <. Present: ‘plans: ‘are . for

Texas Eastern Corp. to extend. a*

pipeline from the nearest Big Inch .
point—between  Phoenixville and °

Doylestown—ta- the: city ‘limit§ »’ @

from: where: the Gas: Works' Co,
would : continue ‘the:line to:: its "
Tioga-and Point Breeze plants; '

7At’a ‘hearing before the FPq

in'{Washington last" week, the "

proposal to bring natural gas té
Philadelphia’ ‘was -opposed * by.

~representatives of the coal and 0

railroad 'industries. In defend+ '
ing the 'case ‘for’ natural - gas; .

Pennsylvania’s Governor, James =/ -
H./Duff,  said, “I' am: convinced oy A

that this natural gas ‘will in" no o2
1 'way- interfere with or adversely
affect the-important coal mml
ing : industry in - Pennsylvania :
- because. the fuel affected by this
:change is oil. 'That.means a net .
‘ever-all gain for the industry m 5
»Pennsylvania.” ik Ll
¥ Tt e g
. U. G. L: Earnings Up:

: Due to increased payments. in'¢
respect ‘to preferred dividend:ar=.' .
rears ‘on' the parts’ of 'Commons '~
wealth’ & Southern’and-Niagarg ;'
Hudson ‘Power, in -both‘of which *
minority -interests :are ‘ held, 'net
income - of United .Gas. Improves’ 3

& ®

mentCo. for this year will sub= 7 .

stantially. exceed . the $1. ‘32 per :
share reported. for:1946; . LAY

7 In:each: of the: first. three ]
fquarters ‘of 1947, . Common= '}
-wealth & ~Southern- preferred

| has paid $3 per share,. brmgmg i

payments thus far to $9, com=
pared with  $6.25 a year ago, -
Dividends received from Niag-

ara . Hudson . Power - preferred ' :’
. are expected to aggregate $17.50 ' *

{ per -share this year compared
)with a total of $5'in 1946, -~

Since it is U.G.I’s policy to pay
iut substantially.’ all. income in
dividends fo stockholders, an ine

ey
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. I'g
érgase in the dividend rate:may

be announced at the October: di-
rectors’ meeting.’
i - * # e

o, i Lit, Bros, Preferred
- Lit Brothers, ‘Philadelphia de-
* partment. store controlled by City
Stores Co., has ‘announced that it
will receive tenders until. Nov. 15
for $1,000,000 par value of.its 6%
preferred . shares. . The company
proposes: to pay par plus ‘accrued
for shares tendered, . s
v 2R ’4, & *
W Philco Corp.
.."John Ballantyne, President of
. Philco - Corp.,  ‘has announced
that the company  is making
- available to all radio and tele-
vision set manufacturers about
400 - inventions ' and - patents.
Radio. Corp. of America, Gen-'
. eral Eléctric and Westinghouse
lectric = have —already . been
Jicensed to use these processes.
Included ‘are Philco’s advanced
~FM system, electronic: voltage
'iegulator, ~large-screen televi-
sion: system- employing’ the |
‘micro lens ‘and new develop-
meénts in the playing of phono-
graph records. i ;

C. L. Wallingford Is
With Harrison & Go.

PHILADEL-
PHIA, PA. —
Charles L.

. Wallingford,
formerly asso-
ciated with E.
H. Rollins &
Sons and W,
H. Bell & Co,,
Philadelphia,

.has assumed
_his new posi-

. tion: in  the

.~trading de-
.partment of
Harrison &
Co.,' members
of ‘the Phila-

5 delphia Stock
_Exchange, 123 South Broad Street,

‘Alfred M. Dick fo Be
(Field Sec. for AKC

{ PHILADELPHIA; PA.—On Oc-

7. fober 15, Alfred M. Dick.of Lewis
«C. Dick Co. will leave: the ‘secu-
rities | business: to .assume - his
«duties as Executive: Field Secre-
tary of the American Kennel Club
-with headquarters in New York.
‘Prior to his association ~with,

- Lewis C. Dick Co., Mr. Dick, for
1many years, was Manager of the
‘trading -department of Hopper,
‘Soliday & Co. During’ the war
years,; Mr, Dick was dctivé in the
Jocal recruiting of Dogs for De-

Lk v

‘_(,Lhas. L. Wallingf;rd
s

fense, i
¢ g R e
(Phila. Secs. Assoc.
To Hearon TaxLaw
PHILADELPHIA,; *PA.— Com-
‘nunity Property Tax Law will be
discussed at the first of the fall
@and - winter - ‘luncheons 'of" the
“Philadelphia Securities Association
t0.be held Monday; October 6, at
1the University Club. The luncheon
speaker and leader in: the discus-
ssion. will ‘be  Sanferd:- D. Beecher,
imember of the law firm of Duane,
Morris & Heckscher. The luncheon
‘Wwill be présided over by Wilkiam |
‘B, Ingersoll; of’ Stroud & Com-
1pany, President of the association,

iR M. Wright Now With
. u v’ AL
[Batkin, Jacohs & Co. -
.. R.'M. Wright, formerly with F.
&, Koller & Co., has betome asso-
ciated with Batkin, Jacobs & Co.;

82 Broadway, New York'City, as
yndicate managerin charge’ of

special situations,’

ST S PO L YT S

 Chace, Whi

X

S 'I"he'MilWaukee Compaﬁy' Perrin, West & Winslow, Inc. F. J. Wright & Company

This.announcement is under no circumstances 1o be construed as.an offer of these securities for sale or as a solicitation
of an offer’io buy any of such securities. The Offering Prospectus may be obtained in any State in which this
. announcement s circulated from only such of the undersigned as are registered dealers in such State.
. NEW ISSUE HAY i i) i TR R
e : ERG : ) - : October 1,-1947
HLET I Interest "e'xcm'p/l,' in the opinion.of Bond Coi;mel, from: Federal income taxes
R *under existing statutes, regulations and court decisions.

Tax exempt in the Co77g;nq?1weq[)b of Mtzsiq.c}/zusett} %
S 070000000, T e
- Mystic River Bridge Authority

- 2%% Bridge Revenue Bonds

o (Boston-Chelsea Bridge) @ * = - i

Dated September 1,1947 | sl R G - Due March 1, 1980
The Bonds will be callable, upon. 30 dayé' notice; in ‘whole on aﬁy date not earlicr"than March ‘1, 1948,- orin part. by lot on an).r, i

interest payment ‘date not- earlier: than March 1; 1951, at the principal amount; theréof and ‘accried interest ‘plus the following
premiums:: & st P v | : : e

5Yif called (;n of before March'1, 1949, 49, thercaftcr if ca’llyed on o"r before March 1,11950, 39, thereafter if called on or,

beforé Marchi1,1956, 2159, thereafter if called on or before March 1,.1961; 29 thereafter if called on or-before March 1, 1966,
1239 thereafter if called 'on or before March 1,'1971, 19 thereafter if calléd on or before March 1, 1976-and without premium

if called thereafter, :

. Principal and semi-annual interest, March 1 and September 1, payable at The First National Bank of Boston or at the Bankers Trust
: Company, New York City. Coupon'bonds in’the denomination of $1,000, registrable as to principal only or as to both principal and
Ainterest and if registered as to' both principal and interest reconvertible into coupon bonds, ;

The Bonds are to be issued under and secured- by a Trust Agreement between the Mystic River Bridge

Authority and The First National Bank of Boston, as Trustee. In the opinion of Bond Counsel, the Bonds

and the intérest thereon will be valid obligations of the Mystic River Bridge Authority payable solely *
~ from the revenues of the bridge. : -

i & il
¥ 3 2 x(plus acerued interest'to date of delivery): -
4 3 ¥ Mg, . Ny
X X o ' i ¢ ) 2% i ry ;

. ,'l;’rice 991/2% to yield 290% tof maturity

The Bonds are offered for delivery when, as and if issued and delivered to us. and subject to approval of all legﬁl
: proceedings'by Mitchell and Pershing, Bond Counsel Jor the Underwriters, and of Herrick, ;
o Smith, Donald, Farley & Ketchum, Counsel for the Authority. st

ThevFirst Boston ,Cofpgratiéri .
Blyth & CoiInc. it i ‘Har_ri.n}an Rip]éy & Co,
; S LA ; v ; : ncorporated :
A. C.-Allyn and Company - Estabrook & Co.

Incorporated
- Stone & Webster Securities Corporation -

'i‘r;pp & Co., Inc. . ‘
Smith, Barney & C‘b..

- . S. Moseley & Co.

Lee Higginson Corporation - Paine, Webber, Jackson & Curtis
' B.J. Van Ingen & Co. Tne.
. White, Weld & Co.

~ Homblower & Weeks
C P Childs and Contpany

Stranahan, Harris & Cdiﬂphny
e Incorporated
. Stifel, Nicolaus & Co., Inc.
~ Field, Richards & Co.
Braun, Bosworth & ‘Cyo.
Incorporated
Graham, Parsons & Co.
McDonald & Company
R. W. Pressprich & Co. - - Schoellkopf, quton & Pomeroy, Inc.
: ‘Whitinigv, Weeks & Stub:bs : F Brittain K_ehn_edy & Co. - | Townsend; Dabney and Tyson
Darby & Co.. | R, L Day & Co.
J. M. Dain & Company " Eldredge & Co., Inc.

.~ Eastman, Dillon & Co.'

Blair & Co,, Inc.

Phelps, Fenn & Co.
C&firrlp;&“lil;n ' Flrst of Michigan Corpofation

Ketcham & Nonga}d ‘VLyons' & Shafto, Inc. .
John: Nuveen & Co. B

| Bquitable Securities Corporation

B H. Rollins & Sons

Incorporated

Harris, Hall & Company

I - (Incorporated)

E. M. Newton & Company

Alex. B;'own. & So’né
Mackey, Dunn & Co., Inc.
.- Kenneth B. Hill & Co.

side, Warren & Se;lrs ‘
Incorpordted ! - PRI
Stroud & Company = |
; Incorporated ! £ ey
Ballou, Adams & Company

: s Incorporated
Barcus, Kindred & Co. | Bartow Leeds Co. .~ Buckley Brothers  Campbell, Phelps & Co.

Dolphin & Co.
2 . 3 I Incorporated . . L :
Keza, Taylor & Co." - Martin, Burns & Corbett, Inc. . McDougal & Condon, Inc. ~ Donald MacKinnon & Co., Inc.
F. L. Putnain & Co., Inc. - Reynolds & Co.
John Small & Co,
" R.D. White & Co.

Millgf, Kenowyer_ & Coméany ' Mullaney, Ross & Company
Schmide, Poole & Co,

Chas. E. Weigold & Co

3 Incorporated =

Roi):sevclt & Cross, Inc. . i Thom’as & Company

Fod ot sbagtwr e i e 13 i frt B PR B R IR N P N0 SR U TN T U R s S M

(1315) . 1%
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Holding Our Banking System Firm
; ; O By PRESTON DELANO* " /'. . oy e e e A

. Comptroller of the Currency ; : :
Noting - that: postwar  inflation is full upon us, Comptroller Delano points out heavy loan increases
of national banks: and decline in their liquidity. Sees need for additional bank capital as:protection
against increase ‘in risk assets, and warns bank supervisors to use persuasive:powers to prevent

.- undue - expansion - of . credits. which- contribute to _inflation. spiral. . Holds: there is danger of concen-
 tration of economic . power in banking system, . - O T O A ; i

‘Bank-and Insurance Stocks
: — By E. A. VAN DEUSEN === =
This Week— Bank Stocks

A group of 17 leading New York City banks’ stocks can be bought
today at an average discount from mid-year book-values of 15%.
Not since 1942, when bank stock prices fell below the 1932 lows; has
it been possikle to buy book-vaules so cheaply. At the low point ‘in

vk

1942, during the first quarter of the year; they were selling_ at» a dis-

'g;o'unt of 30%.

‘" The accompanying tabulation shows the book-value of" each of
" the 17 bank stocks on June 30, 1947, together with the -asked price
of each-as of Sept. 25, 1947, and the corresponding ratio of market to
book=value. -Only two stocks are selling at a premium.to boek-value,

viz,  Chemical and First National,

served, is very small.

Bank of M

Bank of New York
Bankers- Trust

Central Hanover: .
Chase -National :

Chemical Bank & Trust.
Commercial National __.
Continental Bank & Trust
Corn Exchange -__i.:C
First National ___
Guaranty Trust

Irving' Trust
- Manufacturers “Trust L._.
National City

New York Trust
. Public National

‘U. ' S. Trust

Average of 17

%)

and the premium; it will be ob-

© .Bk.-Val. Asked " Ratio
"ot 6/30/47 . - Price . ‘Mkt.to.
.$.. .9/25/47 Bk.-Val..
3188 .26% .- .84 .
452.07 351
D 90,8077 4300,
-+ 119.20 97% 5
42388 3615
42,92 ’
- :57.90
it 5 98108, "
Eabgs TR e
1.71,360.39 -
358.12 ¢
0 22800 7
58.81
4747

 Going back over the record for
151% years (62 quarters), it is
found that these stocks, in the ag-
gregate,. have sold 'below  quar-
tprly book-values only one-third
of the time, and above, two-thirds
of the time.

f During 1932 and 1933, the mar-
ket swung back and . forth, half
the time above and half the time
below book-values.” In: 1934, 1935€
1936 and. 1937, bank stocks sold a
a premium to book-value, rang-
ing between a low ratio of 1.01
and a high of -1.73. In 1938 the
market dropped below: book, but
recovered -and moved above. in
1939 and early '1940; it see-sawed
during the balance of 1940 and
1941, and dropped well below in
the final quarter of 1941 and all
of 1942, . In the first quarter of
1943 it moved: above book=values
and remained above during -1943,
1944, 1945 and: ‘the first ‘half of
1946. Since June 30, 1946, market
prices _have been consistently be-

low. ‘
- Tt is pertinent to note that book~

values . have been steadily and
even vigorously rising, quarter by
quarter, since the first quarter of
1934.: Our study shows that the
aggregate book-values of 15 of
the - above 17 banks have. ex-
panded = from. $1,211,678,000 . on
March 31, 1934 to:$1,979,038.000
on June 30, 1947, a gain of 63.3%.
Over this same period the aggre-
gate market value of thése stocks

has ‘risen - from - $1.571,923,000 ' to-

$1,678,195,000 or only 6.8%.
It is of interest that aggregate

net operating earnings: of these}

i5 . banks. amounted to: $127,820,-
000 in 1936, which represents a

return of 7.0% on aggregate book- |

value as of 1946 mid-year. High-
est earning rate on book-value

was - made’ by Corn. Exchangs,

with 10.0%; lowest, by Guaranty
Trust and U. S. Trust, each with
5.7%. : ;

The :following ‘table shows' the
record, since 1931, of the ratio of

TAX LOSS SALES

Bank & Insurance . .
Stocks

- Circular 'on Request

.Laird, Bissell &*'Meeds

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

NEW JERSEY
SECURITIES

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

5 3

N. Y. Phone—REctor 2-4383

G

i1 BOSTON @
® Post Offcr Square
' iuBsano 08 "
Béwy

“PRANILIN TS38
- OG-ro85

K e -Providence.- Enterprise 7008

WHOLESALE MARKETS IN . . .
BANK and INSURANCE. STOCKS o
g »mcom-'onfl:b"," :
NEW YORK 5: 67 Wall Street

" WHITEMALL3-0782 NY 12878 .

"CHICAGO 4’  LOSANGELES 14 - SAN FRANCISCO 4
. 204 5" LaSalle Streat

PRIVATE WIRE SYSTEM CONNECTING: NEW-YORK, BOSTON, CHICAGO, -
CLEVELAND, PHILADELPHIA, LOS ANGELES, SAN: FRANCISCO
%:. TELEPHONES TO: Hartford, Enterprise 6011

i
o

613 West Sixth Stept . Russ Building .
MicHiean 2037 sYrven 8867
Las086 . T

Portland, Enterprise 7008
" Detrolt, Enterprise 6066

| peoples of the .’

.. |'strainand fen=";
-« |- sion. which-the- -
| present ' situa-":
| tion: engen- -

.| times in which-
{to Tive, and;

' We are meeting today in the capital of the world, certainly'the capital of--tﬁe Wdfld-
to all .those free peoples who look for guidanee and for 'assistance in’their: struggle to
remain- free-and to‘hold off. the encroachment of totalitarianism with- its-attendant’ evils, -

-Because in
that sense 'we
are the tapital
of : the free -

world.: You\
will find- there: '
all“ofithe

ders.These are
not ‘pleasant"

the future has -,
many ominous - : Pre?ton Dglanu ;
portents. .In ;

" | our -capacities as- supervisors of
- | the banking system of the strong-|.

est and the most influential -of
world ‘powers, we ' cannot disre-
gard ' the 'tremendous ' economic
and social forces now at work.
In the last analysis they bear di-
rectly. upon: our ' responsibilities.
There 'are' many. facets to this
struggle of the western world to
maintain‘the freedom and dignity
of the individual and  to-salvage
a competitive . economy - which
stimulate vigor.and resourceful-
ness in men. One of these facets is
undoubtedly:  the necessity of
kolding our banking system steady
during the stormy . This is. our
major obligation and  this will
make demands - upon our wisdom
and experience,

Growth of Deposits and Loans
Since 1938 the bank deposits of.
the United States- have- increased

*An - address ' of —Comptroller
Delano at a meeting of the Na-
tional Association. of ;Supervisors
of Staté Banks, Washington, D. C:
Sept. 24, 1947, §

market to book-value,’ based on
aggregate figures of the 15 banks.
The high and low. quarterly ratio
is given, together with the aver-
age -of the four gquarterly ratios
each year.
. Ratio, Aggregate Market to
Aggregate Book-Value
High Average
i -.98%
1.26 1.03°
123 1.03
1.30 '1.26
1.53 1.32
1.53 1.46
1.73 ©1.47
99 94
-1.19 112
1.15 1.04
1.02 .- 96
.84 18
1.03, 1.
1.14. ..1.

Date
Dec. 31, 1931.
Dec. 31, 1932
Dec. 31,1933
Dec, 31, 1934
Dec. 31, 1935
Dec. 31,1936
Dec. 31,1937
Dec. 31, 1938
Dec. 31,1939
Dec. 31, 1840
Deec. 31, 1941
Dec. 31,1942
Dec: 31,1943 .
Dec. 31,1944 ::
Dec. 31,1945 -~ 1.17
Dec. 31,1946 - 1.07
June 30,1947 °

- 11E
1.16
~1.01
.85%

*As of date shown.  « -

'NATIONAL BANK
of INDIA, LIMITED
Bankers to the Government hb =
Kenya Colony and Uganda
Head Office: 26, Bishopsgate,. .
. “London, E. C, - i

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

. Subscribed Capital.-.-_£4,000,000
. Paid-Up Capital-..=--£2,000,000--
Reserve Fund........£2,300,000 - *

The Bank wnd\(xlcts every “description of
aN y

: Trusteeships and Executorships -
* . also undertaken -

21,02

by $94.9 billion, or: 153%. " The

| capital-. structure, . 'which. is the

ceushion- of: protection - for. these|

| (deposits, has increased:$3.2 billion,

or-39.3%." During : the ‘war years

“['thié -irgplication - of these figures
§:was not unduly ' disturbing:" Bank
:| assets became:largely- government
:j:paper; or paper: which: directly: or

 indirectly :was. guaranteed by the

‘' government.: ;. These-« assets. :were

extremely liquid and the war:in~

| flation .assisted :many :institutions

in :writing: off  their.. substandard
-and :doubtful holdings.. The return
of peace, and I call it peace by
your leave, is bringing a decided
change in this picture. 'A post-war
inflation is full upon us.
Taking into* consideration na=
tional banks alone, loans and dis-
counts - at ‘the end of June 1947
were $18.8 billion, an increase of
$4.3 ‘billion, or nearly.30%, since
June 1946, ‘Commercial -and in-
dustrial loans of $9 billion were
up 48% since the close. of June
1946. Real estate loans were 54%
greater than .in June of the pre-
vious ' year; 'consumer: loans to.
individuals showed an increase of
81% during the same period. The
percentage of loans and discounts
to total deposits on June 30,1947
was¥24.30% -in‘ comparison ‘with
18.01% - on “June- 29, :1946. These
are  significant figures' and they
compel ¢ur attention. While there
are still large holdings of gov-
ernment securities ‘in the .banks
remains a high degree
the trend is impor-
1d " be : carefully
studied. It becomes our duty to
press for additional capital pro-
tection wherever we: find weak-
ness or,an aggravation: in.the form
of ‘a- pronounced ' increase - in risk
aSSe‘tSu(é‘ T4 i

" Inflationary Danger'

But there is a deeper meaning
to - these figures than the tech-
nical one of under capitalization.
As previously stated, we are in
the full swing of a postwar infla-
tion, an inflation which is severe
and dangerous. There are several
reasons for this: the tremendous
increase in the volume of money

LR 1E 70

|in_ this: country,’ the 'dearth of

‘goods—both durable and consumer
—and the necessity of shipping
abroad ‘large quantities of food,
supplies and-equipment to assist
those civilizations to recover their
balance after the most devastating
of all wars. All these factors have
combined to-make Amrerica’s prob-
lem a difficult one,- difficult in
the ' éense of  keeping ;the , proper
balance between our responsibil-
ities abroad: and the>demands of
our ‘own people for goods  and

services at home.. .. :

What Bank Supervisors Can Do
- “There .is. something  here that
we as supervisors of the banking
system can ‘do.-We tan use our
influence and all our persuasive
powers to prevent an undue ex-
pansion - of credit in those fields
which contribute’ heavily ‘toward
a_continuation ,of this inflation
spiral in which we are caught and
which has woven'its “‘web ‘around

directly. No hard and fast regula-
tions may be laid down, and.in an
economy.. such  as ours,.a, rigid
straight-jacket of ; bank,,jending:
policies would be contrary to our

philosophy and quite unworkable.

‘us.” ‘I realize we. cannot. do 'this|

However, much may " be accom-
plished by’ indirection, by *discus~
‘sion and-. by persuasion,." . trust
we will use’ all our powers:in an

attempt to. check spending; in those .+ :

‘avenues: which contribute toward
inflation;"and ‘contrawise;; I -trust
WeWwill “use ‘our: ‘powers:to: 'en~
‘courage-and foster an:increase of
production’in those:avenues where

there - is "insufficient 'supply “ to -~

satisfy ‘demand. . | B
i".We_-are ; confronted by-: other

problems which; like the poor; are
-always with_us..' I'again: call.to'"

your attention the: dangers{in=' -

herent in too great.a concentration’
of economic power in the banking -
system and in any operation which.
tends.toward a. credit monopoly.
I think the statement promulgated
by the Reserve ' City Bankers

which: touched on; this subject in

their discussion of the bank. hold- -
ing ‘ company bill, is worthy .of -
study. As the foreign -situation '

‘passes into its more critical stages,

it “accentuates 'once .again the
necessity for cool and. competent
handling of our own fiscal affairs,
of which our banks are the nerve
centers. . In any line of endeavor
the necessity for capable and ex-
perienced’: management. remains
paramount. " Eternal vigilance is
the price;of solvency as.well as
of liberty, - e

Thornton & Co. Offers -
Chemical Stock Units

. Thornton & Co.,.New York, is :
offering :to. the "public - 295,000
stock units-of Rare Minerals Pro-~
cessing & Chemical Co. The price .
per.ynit, which- consists: of . one
share, of class. /A stock {par $1)
and one share of common: stock
(par 1 cent)- is-$1.01.' The secu-,’
rities, according to the prospectus,
are being offered solely as a spec~
ulation, - :
There is a'concession of 20 centg
per unit to members of NASD.
The company . was organized in .
Nevada,- Sept. 3, 1947, and pro-
poses to engage primarily .in the
business - of : “treating refractory
concentrates, ' particularly: . those
containing rare. minerals. by pro- .
cessing ‘them. into metallic ' salts,
and eventually to market tung- '
stic acid. ‘The methods to: be used
are distinctly new in the commer- -
cial field, and may mark a-revo~
lutionary development in: the rare -
minerals and metallic salts indus-
tries.. The proceeds of -the stock
will ;provide the company: . with

capital for the: erection of. plant: :
facx}xtles and working capital, i~ ;

iy
Wm. C. Juen:Co. Opens’
(Special to- Tue FINANCIAL CkadebLﬁ) P ,1,

BELLEVILLE; ILL., — William -

C. Juen and’' Sharron R:; Fowlgv :

have formed- William’ C.. Juen

Co.-with = offices " at * 9" Public’ °
Square; o “conduct” a ' securities .

business, - Mr:. Juen"was formerly

Belleville representative: for‘Fursz- ’
5 AT e

' Schmelzle & -Co. ~

. - -Now ,Part:ier'ship‘ b
 WALLACE, IDAHO '— Victor- -

'Semenza. ‘has: become’-a --partner

3

‘with'Richard K. Fudge in Penna- -
Tuljd & Co.y413 Sixth’ Street. Mr.

‘Fudge was formerly ‘proprietor of -

the firm.

"
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vSecuuhes Regulation in New York

By JOHN P,

POWERS*

Asst Attorney General New York, in Charge of Securities Bureau

Second hce-Presndent National Associa,twn of Securitles :
Admmistrators

Mr. Poweu explams system ‘of securities regulahon in New York -

_ State, and points out requirement ‘of dealer registration; power to

. ‘prévent- and . punish fraud; ‘and

SEC reqturements, which permit

proper regulation -without. elaborate state - supervision, . Discusses

value of prospectus in- preventing fraud.

. The variety of statutes.regulating’ the sale of i securities ‘within
the various. states:.was -ably analyzéed- by . Commissioner. Hueni of

"Michigan at
last year’s
‘convention in
New .York. As .|
‘he pointed
‘out, 12 of tke
.47 states hav- "’
‘ing ' statutes
‘concerning
the ,Sale” of |
s ecurities
‘within ' ‘their'
“boundaries do -
‘Hiot- presume
‘to’pass. upon -
‘securities - is--
‘sues-before =
‘they are of-' -
fered - to” the
public, and ‘of the remaining 35j
states; 32 of them' mention 'the
‘presence of fraud in the issue of|
the security as one of the tests of
registration!’ However,  these 35|
states are generally : treated - as|
registration ‘states since, in’ each|
of  them, an application must ‘be:
filed + which 'must .meet certain|
tests before the security: may be,
sold. to the ‘public, .-

1 do'not:presume to ‘speak-in
any way'on behalf of the admin-
istrators of -those states for. 1. am
not acquainted with" their prob-
lems; nor;-except génerally,” with
their views as to the: ideal in the
way: of regulatory statutes. . New
York, » of, the-,so-called fraud
states, has problems that are pe-
cullar to, it. and, .of "course, such
views as Irmay. ‘express must be
regarded- as ‘having ‘arisen from
the. problems ‘of :administration. in

John P, Powers

o the State’ of New York. .. Perhaps

if I.briefly outlme to you the fype
; of statute .which’ we administer
- you ‘can more readtly appremate
our problems; ..

- Of course, - we: must take the
statute as we- find’it. The ‘Legis-
lature ‘in its wisdom has not.seen
. ¥it-1o regulate the securities bus-

iness - within the: State . of New
York 'by ;a. registration :statut:
and we ‘cannot £0 beyond the co
fines of the law. as it.is given, to
~us, It might be pointed out paren-
thetically that: - the leglslatlve
. judgment - in. this - regard might
well have been influenced.by the
fact .that New York' 'is unques-
tionably the heart of the country’s
securities industry; A statute re-
quiring; registration, and. qualifi-
cation of issuers whose securities
are:being sold .in New York State,
would place, the burden .of reg-
ulating ‘the securily:business of
‘the entire nation upon us. To vest
such . jurisdiction in a state' de-
partment. ‘would _ .unquestionably
be a . duplication of the work. of
theSecurities and Exchange: Com-
mission”.and swould : require " the
maintenance of a-tremendous staff,
‘with:the-resultant -cost” of admin-
lst;'atlo”t. Our :statute; therefore,
requne; no zegtstratton of -issuers |
or ‘issués” of securities. . ’
‘Our statute -permits: the Attor- |
héy General fo_initiate an inves- |
tigation .,whenever in ‘his judg-|
" fent; any person. or:legal entity |
sha],l,have employed, .employs. or
is about to .employ- any- device,
scheme or “artifice to defraud or|
obtam money . or. property by|
means of false pretense, represen-
‘tation “or ‘pfomises; or slpll have

*An.acidr&éss hy Mr. i’owere at
i Cocnventlon of :National: Associa~
- tion, of ‘Securities Admxmstrator.«;,

ik Jacksonnlle Fla, Oct 1 19% 3'1

e oaftt =

5

engaged in or engages in or is
about to -engage in any practice

{ or transaction relating to the pur-

chase or sale of securities which
is fraudulent or in violation of

| law. - These, - generally, .are the
broad powers of:
Eveste4 in the. Attorney General

He is, of course given sweeping |-

investigation

powers .with' regard to subpoena

nesses .at his investigation. Hav-

|l ing ‘ascertained that any person-or
| persons..are. concerned in’.or in/|
8 any way participating in or about!
" I'to participate in such"fraudulent)
| practice, he is given the authority’

to apply for .a permanent injunc-
tion enjoining -such' persons from
selling or offering for sale in'the
State any securities issued or to

| be: issued and, of course, may, in,

such- action :obtain a preliminary
injunction. The right to apply for
the'appointment of ‘a receiver and.
take  possession: of -assets. fraudu-
lently obtalned islikewise
granted.

In addition: to_this: civil action, |
he ‘is. given Jurlsdictlon to prose- |

in respect of such fraudulent prac-
tices.--Generally - speaking, thege|
are the. confines-of ‘the- power-of
enforcement -vested in our:office.
I -might here+say that, the lan=
guage of the statute has by. judi-

extremely . liberal -

phrased. . it;, -“to. protect; inexpe-

cupidity.”

construction: given the statute; -it
might:be. pointed. put . that : “our

conviction of a. crime, Federal or
state, involving the sale of. secu-
rities' is -conclusive proof: of the
»| fact that the.person se:convinced

tice. within-the .meaning of our
Act. -Such: -person - may, - without
further proof, be permanently en-
joined from'dealing .in seecurities
within the’ State of New 'York.,

“ Registration of Dealersv

1eglstrat1on of issuers, we do re-
quire those that' are e‘hgaged in
selling 'securities to the public in
our State to register that fact with
us -prior to doing so. This enables
us- generally. o be aware of all
issues being sold as well as who
is selling them. Fraud in the sale
of securities to the public is rarely
practiced by the ‘issuer- withous
the - ‘connivance, - cooperation ' o1
neghgence of a dealer More ofter
we find that it is the dealer whc
:practices fraud without the knowl-
edge of ' the issuer. Ourconcern
| is, . therefore, ' with the dealer
rather than with ‘the issuer.

Each such dealer, and this ‘in-

furnishes us. with .sufficient. if-

enable us, with the aid of an ex~
' cellent filing system and with the

mr 1‘{1 ortnétxon

!| frauds ‘are nipped in this manner

; approached
/| problems ' which  -are - constantly

i| the statute, ‘may ‘I say that we

to’ require ‘the presence of wit-| |-

cute.any: criminal . offenses viola-|: |
tive .of the laws applicable to or]-

cial ‘interpretation been given-an{ }:{ "
construction |
with. a -view; 'as-the ‘courts have]-

rienced, 'confiding - and- credulous {’
mvestors from: thetr own foohsh !

-As’ an instance of the ltberal s

courts. . have: held «that proof .of|.

has engaged. in a fraudulent prac- ,:

While our State does not require |

i cludes . issuers’ who are . selling |
| their own securities to the publlc !

| formation  of " his: background to |

cooperation of other agencies like|
'yourtjwn, to formulate an opinion | §-
'as to:his character or-as to that-of |

| his employees: ‘Investigations are |
|instituted -upon the basis-of such |
'est.lmates -or-upon ‘other suspicion: |
I‘f‘ ‘preliminary’,

study justifies 1t 'such 1nvestiga—
tions are very searchmg and pains-
taking. and include the-questiori-
ing of the subject’s customers and
other persons having knowledge
of his affairs. More often than not,

even before the publlc has been

- Before I'come to 'some of the
present -in the administration of

are extremely proud of .our rec-
ord under this statute. We believe

that by constant vigilant examina-

tton end inquiry ‘under -the‘Act

\we “are able to keep out of the

securities business those  who; by
inclination, are prone to fraudu-
lent practices..

Not a Safe Haven for Stock
T 7 Swindler .

I think that I can honestly say
that New York is not considered
a safe haven for the stock swin-
dler. .- In 'fact, I ‘have reason to
believe that “the boys” as we
affectionately call them, . avoid
New York as -a base for their
operations. Considering the vol-

T

ume of securities transactiong in
our State, its wealth and the num-
ber of its inhabitants, you  must
realize that ours is a gtgantlc task;,
-The asteunding thing about it is
that it is being done completely
and satisfactorily with a- small
staff of Assxstant Attorneys Gen=
eral, three. accountants and a few
stenogranhers and filing clerks.

I might also say at this poin{
that the interchange of informas
tion between administrators has
been of extreme value to us. On
at least one occasion during thé

(Continued on page 36)

+

Other Securities |

Mortgages

Bankmg Houses |
Othet Assets

“

i Capital Funds:
Capxtal Stock.

Deposits

Other Liabilities

+ Cash-and Due from Banks .
U.S. 'Government Obligations .
* State and Mumcxpal Securmes .

* Customers’ Acceptance Liability -
Stock of Federal Reserve Bank .

Surplus. ity
- Undivided Profits-

. Dividend Payable
Reserve for Contingencies . . .
Reserve for Taxes, Interest, etc.

1

THE CHASE
NATIONAL BANK

OF THE CITY OF NEW YORK

STATEMENT OF CONDITION, SEPTEMBER 30, 1947

 RESOURCES

. . . .

o elle .

I.oans, stcountsmnd Bankers Acceptances
~ Accrued- Interest Recewable a0

% .:M“ . .

$1,193,069,368.82

2,138,599,520.72
91,853,462.40
* 152,350,694.79
1 264,224,713.58
113,780,235.97
110,222,654.39
1 10,009,200.84 -
. 7,950,000.00."
31,204,268.45
¢ 4,418,464.020 -

$4,917,682:583.98 1+

LI.ABILITIES

$111 000 000. 00_
154, 000 000.00
53,834,539.57

. .

November 1, 1947

Acceptances Outstanding $ 115,868,835.12
Less Amount in Portfollo

. ®

. . . ° e . ° . .

A $1318,854,539.57

' 4,969,057.42
~‘Liability as Endorser on Acceptances ‘
and Foreign Bills . . . .,

2,960,000.00
17,290,964.97 - -
160,203,806.37
4,541, 740, 606 05

10,899,777.70 :

| 4,412,952,93
11,339,936.39

 $4,917,682,583.98

i

Umtcd Statcs Govcrnment and othcr securitics camcd at $257 317,070 00rare plcd gedto
" secure pubhc and trust dcposxts and for other purposcs as rcquu-cd or pcmuttegl bv law.

PRV

Ligl ;Member.-tfedoml ‘Depeosit. Insurance Corperalion- il

b
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Mutual Funds

By HENRY HUNT

t ; iy ; ‘ _The Cost of Research

: Only big busmess with its' maltismillion’ dollar corporations: can
afford to maintain adequate research and technical staffs, since their

_cost runs into millions of dollars a

‘year, Similar ly in the mutual fund

busmess, ‘with the cost of a com-
petent research and management

Qrganization . frequently. running'
"well into six figures annually, a/

bstantial size to carry the ex-
-pense of management. It is diffi-’
cult to "determine " the - minimum
figure that would pay for proper
.management of a mutual fund but
$50 000 a year might be ‘a good

| ELECTRICAL |
|| EQUIPMENT |
SHARES

Grour Secumms mc.

iund or-group of funds must be.of
u

‘A PROSPECTUS ON REQUEST |
from your investment-dealer.or
: | Distributors Group, Incorporated
" 63 Wall Street, New York 5,N. Y,

nually on the net asset value, of
of assets would appear to be the

the ‘industry, if management ob-
ligations are to be conscientiously
discharged. A fund with $1,000,-
000 or less is like a $100 checkmd
account — neither - carries 1tself
with -the difference : being - that
mutual funds are not in a position
to charge: the- minimum fees or
service scharges that banks have
adopted “in recent years.’

Thus the trend on the' part of

to form' their own 'mutual funds
in order to retain.the full selling
commission and the ‘1 ‘of 1%
management fee would appear to
be ‘a.dangerous one,. This trend,
always: in " evidence toward the
end of a bull market, has in:the
past resulted in the formation of
dozens of funds that never. got. to
first- base-and -exist-today as in-
active shells of mvestment com-
panies completely lacking in-ade-
quate. portfolio supervision. Few
of these-dealers-have'sold- as much
as $1,000,000 worth of their funds
and, nope, to the ;wrifer’s knowl-
edge, as much as- $10,000,000.

| They may. argue .that they have

their own  research departments

volves no additional - overhead.

: /| This may be true but)their. ‘re-

Prospectisupon. request from
your investment dealer, or from -

NATIONAL SECURITIES &

RESEARCH CORPORATION
20 BROADWAY, NEW YORK 5, N. Y,

Keystone
Cns’tocliéth
]Ftrncls

Ccrhﬂca(es of Partlupnt:on n .

INVESTMENT F UNDS

mvestmg their ca_prtal

IN
BONDS - -
. {Series BI-B2—B3-B4)%
PREFERRED STOCKS
» (Series K1-K2)

' COMMON STOCKS
. (Series S1-S2-55-84)

Pmspoclus. Srom
your local investment dealer or

.The Keystone Conxl)any
; : oston
50 Congress Sh‘eet

¢ BOs!on 9; Massachusetts

bitized for FRASER
p:Alfraser.stlovisfed.orgy,...

* search- departments” seldom’ con-
"| sist.of more than'a‘statistician or

two. Some of the newer dealers
in this. category are apt to find
that they have bitten- off more
than they can.chew and .will rue
the day they turned. from selling
shares of established. sponsors to
peddling their own of[ermgs

Need A Laugh’ i

If: you need- a laugh, and:who
doesn't these days, take a tip from
this- department and listen te the
show on the Columbia Broadcast-
ing network at 9 p.m. on Wednes-
days starring Frank Morgan, Don
Ameche and ‘Frances Langford.
The weekly - skit, . “The- Honey-
moon. Is Over,” written by Phil
Rapp is tops.

Drstnbutors Group Favors
v Electrical Equipment -

In an.attractive brochure on its
Electrical Equipment Shares, Dis-
tributors Group points out  that
the - electrical business 'is three-
fold, consisting of ‘heavy equip-
ment electrical appliances, and
electronics.: - About ‘the - heavy

Manhatlan
Bond Pl_mﬂ

HUGH W, LONG & CO.

INCORPORATED

48 WALL STREEYT NEW YORK 5 NY.
108 ANGELS CHICAGO

guess. Assummg ‘the. sponisor cor- |-
poration: receives ‘% of 1% an-

thé funds it controls, $10,000,000°

approximate break-even point in|

‘a number ‘of investment dealers’

and. managing. a mutual fund in=|

the pamphlet has the following
to say: “The big earnings made by
electncal e urpment companies
are in heavy }
'dynamos - and °

| lutility industryy. However, ‘these |’

fluctuate ‘widely, becommg large

Tin perlods of “capital. goods ex-

pansion “and flattening to almost
-nothing “in times of depressron
’ “The eituatron today.is:

“'We are in/a perlod of capital
‘goods expansron in general; and l

!

electrtcal ‘capital goods” expanslon
in particular, and .one which: ap-
pears likely to last for years. ., |

i

mand -are.as follows; according to

budgets of public utility: conjpa=
nies for capital .construction: totall

that at_least a billion " dollars* ai
iyear will be spent for.three years.i
Government agencies are planningi
to spend another .$90,000,000. ;" .

+‘(2) Industry—Increased méch-!
anization of industrial ‘processes!
to offset rising labor costs has're-!
sulted in a huge demand for elec-|
tric:. motors and ‘equipment, !the'
 supplying of which has been held
back mainly by temporary short-:
ages of critical materials. } i

“(8) . Rural Electrlflcatlon 2oy
Somewhat- less than half-the'ina
tion’s farms do not have eléctrie=:
ity.. The program of “rural elec=]
trification is. progressing: rapidly!
but another 1% to 2:years will be!
required to complete even the ma-v
jor portion of the job, § !

“It is a fact that in heavy eqlfup—:
ment;:-profit margins have ‘always|
been’ satrsfactory wvhen ' demand!
was hlgh Thrs 1s true today L
‘Notes: 7 (\ ‘

_Union Conrunonf Stock | Fund
one  of :the Lord-Abbett. Com-|
panies, added the following stdcks|
to its portfolio during ‘the month
of June, -July, and August:: Allis
Chalmers Manufaeturing - Co
pany, Imperial Oil- Limited, and|
Westvaco Chlorme )Products Cor
poration,

The Keystone Company of Bos
ton' has' prepared’ a ' readdble
booklet designed :for female (in-
vestors titled “You Are a Woman.”

. The Nesbett Fund ' annourices
that it ‘proposed  to reduce ¢ its
cash and government position® by:
10% "and increase its comrhon
stock position by a similar amount:
Its revised _portfolio will be! as
follows: cash 'and’ governments
6%; good grade bonds and pre-
ferred stocks 24%; common stocks
70%. - {

- Investors Mutnal Inc; of Mm-
neapolis. -recently - declared |
fourth quarter-dividend of 27c¢ a
share’ of “which 16c was.derived,
from‘security profits and 11lc from
investment income. Distributions
for the past 12 months total 63c a
share, N

' Garr & Co, Admit

Jennings Randolph
. .DETROIT, MICH —Carr & (‘7‘0,
.Penobscot Building, members | of
the  Detroit Stock-Exchange, have
admitted . Jennings Randolph‘to
limited “ ‘partnership, - Mr. Ran—
dolph - was, formerly a Congress- |
man from West Virginia and was |
assistant - to - the '~ President ‘of
Capitol P. C. A. Airlines. f
Valette R. Eis and Sweard.N.
Lawson - have withdrawn frém |
partnersh1p in Carr & Co : t

Now Creston H. Funk & Co.

SAN ANTONIO, TEX.—Creston
H, Funk & Co. has been fornied

1to continue the investment busi-

ness of Creston H. Fupk, Frost
National Bank Building. Mr,
Funk is President of the firm;
Virginia M. Funk, Vice-President;
and Kathryn Deres, Secretary-
Treasurer. v

equipment end of the busmess, &

" “We ‘are in a period of heavy,|

“The ; main sources- of -this de-:

the Edison Electrlcal Institute: ', ||’
“(1) . Public ' Utilities —" 1947 ;

more - than +$1,300,000,000,. an -all-|;
time peak. It is further estlmated i

Goncerning U. S. Government Securities

Dean of U. S. Government bond dealers writes book reviewing 156
years of federal fiscal policy. Declares many mistakes made in -
recent years in dealing with inflation and war financing. . b

- 'While the.continuation of the wartlme pollcy of the Treasury and
the Governors of the Federal Reserve Board in managing. a flexible

g
|
|

supply: of
banking cred-
- its to support|
fixed  interest
rates 'is’ now
“rof " first’ im-
“portance to
“government
“bondholders
and taxpayers
" the plain fact
’ is ‘that if, the
government’s
fcontrol of
~conditions”
becomes

T Foxlaids’ is this factor
the real mfluence ifi interest rates

C.i F. Childs, President of C. F.

Jackson Blvd.; " Chicago, de(_lares
in his new book “Concerning U.

pubhshed and on sale at $5 a copy.

past several ' years has been that
were-frustrated by the relictance

litical“minded * Congress ‘' to" pre-
scribe courageous corrections’ for
a menacing .inflation ‘agitated by |
encouragement for-wage increases
with " aicorresponding:rise: in-in-
dustrys cost: of production.” .~

# Mr::Childs, who heads the oldest
house :in Amerlca continuously
specxahzmg in'government secu-

| rities’and ' is the dean-of the na=

tion’s : government : bond dealers,
! wrote  the 600-page - book "at the
suggestion .of the Finance Depart-

ber.'of Commerce, ‘It is, the only
work: of * its. kind ever publrshed
anddescribes: the major. factors
which' affected the-loans, redemp-
tion - and’ other: problems of the |.
{ U.-S. Treasury.’ It is-believed to

detail the country’s public debt,
currency and fiscal policies. Much
of -the material was . resurrected
trom old files and: documents and
is generally unknown to the aver-
age financier, banker and investor
today. .

The hrstory of U S. pubhc fi-
nance from' earliest’ colonial days,
through the revolution and dow:
through 1945 is: reported ‘chrono- | @
logically. It “was two  years  in
preparation,

:But Wall Street, LaSalle Street
-l and + financial * America” will - not
find in the Childs’ work a definite
guide to the future of Federal fi-
nancial policies. - Childs says ‘that
while \it might be expected that
this ‘exhaustive review of the past
156 : years would disclose  signals
of future market trends, his belief
ig' that'the assembled information
actually furmshes no depeﬁdable
gulde for:what is ahead.

He concludes that “hrstory is-an
unreliable - barometer for . antici-
pating market trends in govern-
ment securities.” Their course: will
vacillate according to supply.and
. demand which reflect such factors
|as- expedlent programs, . changing
- economic conditions’ .and political
‘pollcles of the Congress. Then fol-
i lows the reaction and sentiment
-of investors of capital.” <

Fiscal policies of recent. years
are’, the sub]ects of considerable
comment in the book.

'“New Deal doctrines foisted ex-
'travagant controlling policies upon
free enterprise up to the time war
crystallized the magnitude of the
nation’s eco'._omic provlems; or-
'thodox pouitices for the aftermath
of. the. war were ‘not effectively | W
prescribed-or prepared to'restore
free '~ enterprise, " :Regimentation

un-|
o manageable, it,

1]

Chllds and Company, Inc., 141 'W.]

S.. Goyvernment Securltles," just]

= He said that the record of the|
#‘both :individuals  and: institutions

ofthe:‘Administration-and:a - -PO-| for ' the - United: States to 1mport :

ment.of the. United' States Cham- '

be the first attempt. to review in|.

and Curb  Exchange.

had always been forelgn to Amer-
iean philosophies.. A
“Plundering - the thrifty by é
ruinous” load of taxation to ‘sup=
port-the poor in idleness foments
communistic: theoriés - of govem-
ment.” - Adherence to a‘policitally -
inspired ' program ‘to’ support a
government-planned economy fur=
thering - national. socialism would
prolong inevitably heavy taxatron.

~“A.socialistic state: would
threaten to absorb what, is left of
one’s savings. ‘A country like an
individual + can’ spend ‘only the
equivalent of .what it earns: plus

/ h
ahat finy’ be! the proceeds of past earnings. T é

higher standard of life can only
be supported by a higher standard
of work. Imposing .crippling tax-
ation - upon . people ‘who save,
which' levels them to. people who
spend, is‘no brake on inflation,” '

Regarding forexgn trade; Chrldg
declares:

“It is 1mportant for the govern-
ment to foster the dollar purchas-
ing power of ourforeign customers
and: the ‘only way: to do’ that is

freely Vs

The . extent. of: the heavy ta)é
load . which -the .country. is .now
carrying is .shown by /the ChrldS‘
statement that Federal taxes fro
1941 through- 1945 yielded  -more
than - $121% - billion,. about 38‘7
more -than:the internal revenue
receipts : for "the ‘preceding 151
years of our.national history.. . ™
> But ' the: nation’s finances ar¢
inherently sound, Childs believes;
““From every' crisis’ or’ tempo'
Tary: embarrassment,. the nation’
tredit recovered-from its lowered
levels. : The ‘Treasury . has. never
suffered  from a defaulted debf
since’ the ' constitutional govern—
‘ment was founded.” i

One section. of .the work is a
year-by-year. account of govern=
ment fiscal policy and events since
the Revolution with data about
colonial financing. Another is de<
voted: to.:the government  bond
dealers profession and the market
management by- the Federal open
marketcommittee, another. sum-+
marizes ‘each. major loan from
1905 t0-1945, and another includes

a chart of U. S. obligations' as, of
the end of 1945, it

Orvis Bros. & Co.
Open Newark Office

Orvis Brothers & Co., members ;
of the New: York Stock Exchange‘
New York :Curb Exchange and
the nation’s' leading commodrty
exchanges, have opened a branch

ark, N. J., with Roscoe L. Strlckd
land tormerly a partner in Strick«
land & - Widin, ‘and . Howard: W.;
Nichols, prevrously with Francm
1 duPont & Co.; as co-managers.
The new ofﬁce is-in the spacé
occupied < by ' the': former Stock
Exchange  firm- of ' Strickland!
Widin-which was dissolved -as of
September 30. - Orvis: Brothers &
i Co. have.: ta\fen over the business -
of the dissolved firm in Newark
and “vicinity. A ' wider scope of
brokerage: service: will ‘be ‘madée
available ‘to*clients~ by Orvid
Brothers ‘& Co. by reason of thé
firm’s extensive membersh1p> 1q
commodity. exchanges in addxtlon
to.-those: in"the - Stock Exchange’
A nge. "The firm
maintains other branch offices in’
<shington; D. C,, and Plainfield,,
Ni-J: The home -office is-at 14A $

‘Wall Street New York.,

ot |

office at.760 Broad Street, Ner s
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'Prosperity‘ Factors Still With Us,
o7 ‘Dr. Hardy Holds

A ‘Director of Congressional economic committee states the varioustfb
. bases of boom have not spent their force, and sees no new factors

‘.. counteracting them. . Sa
<.~ of war economy.

ys high foreign demand reflects new kind :

. In an address before tﬁe National: Industrial Conference ‘Board
on Sept. 25, Dr.

Charles O, Hardy, Staff Director

in New York City
{ 2, ~of .the . Joint
. Committee on
the - Economic,
- Report,’ main-
. tained “that
. the .business;
outlook hinges
© on . the . ques-
o tion .whether
.-the . forces
making for
high'. employ-
>ment; . high
production
‘and ;high
prices 'have
spent  their
‘force, 'and
3 whether ' new
forces are in operation which will
.tend to offset the effects of these
earl’er tendencies. '’

‘As listed . by Dr. Hardy, the
chief forces leading to the present
‘boom are: : e
1. (1)"The great expansion of pur-
:chasing power brought about by
‘Wartime - finance, ' involving the
spending of vast amounts: of new
Jimoney. which ‘was 'a’ permanent
addition to the purchasing power
of - the .community: financing “on
short-term bonds which are prac-
tically money; and permitting in-
{:Qmes to go up more rapidly than
either prices or the supply of con-’

. fumer goods. , !
[7(2) A backlog of consumer de-
mand for durable goods, especially
housing ‘and .automobiles,

Charles O, Hardy

£°(3) “A very' high 'demand’ for|’

all sorts of exports, supported so
. far<as ‘Europe is concerned by
/" governmental expenditures for re-

Jief and .loans.' For Latin Amer-|

ica, demand is ‘supported by’ an
%nflat:onary' boom ‘in’ those' coun-
L gries, D b ’

t '(4) Willingness ‘of ‘the popula- |

tion" to spend freely because of
accumulated - liquid - assets, " high
arm ' incomes, “and  because - the
fear ‘of unemployment ‘has sub-
gided. : y

i7" (5) High level of investment,
due to (a) high profits; (b) cheap
money; and (c) high lahor costs.

2 Bullish Factors Still in Force

-1 “I do not see that any of these| -
factors -has spent - its force,’ nor|’

do T see any new factor working
against them; we should not fore-
¢ast a slump {ill' some cause for
such a ‘slump is discerned,” said
Dr. Hardy. ;
. “‘Pessimistie forecasts were com-
mon in 1945, again last December,
and ' agan in the :late :Spring,
These ‘were' based partly ‘on the
&tock 'market: slump which  was
itself - only . anotheyr  forecast ' of
slump—not a:'reason: why  the
slump should occur,” he continued.
i “However, “the chief basis. of
" the pessimism 'in all ‘three’ cases
' seems to have been a.curious doc-
" trine - that - people’ didn’t’  have
- money:enough to pay the prices
'qhey ‘actually- were paying.”
{ .. Purchasing Power Fallacies
“i 1 The fact'is:that production . al=
4 ¥ays createg enough ‘purchasing
..+ power :to. purchase “the:product.
Apparent: shortage' of ‘purchasing
i+ power  always::means; really - Un-
«.willingness' to:: use’ : purchasing
- Power, : When spending ‘stops, ‘in-

.. comes’ fall: . but it doesn’t “stop

.t because:

- fallen, ', !
i B i

- *“Food ‘prices "have’ risen..more

: ghan ‘other prices,. chiefly ‘because

:incomes - have {‘already

-4 of ‘the riseof consumer: incomes;

v recently’because of damage to the
“# corn”crop,” ‘said :Dr. Hardy. ‘For
- the longer rum the outloek is bad,
+ because Western Europe has been

¥nore or less- permanently. cut off

Eastern . Europe. .The Americas
are called on to resume their.19th
century: role-as the .breadbasket
of Europe.: Farm incomes are way
up,and out of line with ‘other‘in~

‘comes. : The result is that’ indus-

tries and cities that cater to farm-
erg -are.in' an ' especially " strong
position, while those: that.cater: to
city 'workers'are in'.a weaker po:
sition, . Money that was available
for other purposes a year ago now
has to go-for food. Moreover;:the
artificially low. level of: rents-has
caused . an . artificially “high" pur+
chasing power for other things.
As rents work ‘up, ¢lothing .and
miscellaneous items. will have ' to
come' down in price: or volume,
unless incomes. rise further. The
shift of income from city workers
to-the farm,‘and the prospective
shift from city’ dwellers to land=
lords, may créate an illusion’ of
general defictericy of “purchasing
power;:they are really just part
of “ the process of getting. from a
war to a peace economy.” :
“But the high level of foreign
demand reflects. a' new. kind of
war economy; not. a: shift to ' a
genuiné '~ peace . economy;”. Dr.
Hardy . concluded, S

James Vacha Joins
Dickson in Chicago =

CHICAGO, ILL. — James C.
Vacha, formerly of  ‘Bennett,
Spanier & : Company, and ., Adanis

afforded. to me,
multitude of the
kind of speech !
made to’ you
‘many times by
representa-
tives - of the.
SEC and "I
know-:they
have probably
.done - a: much
more capable:
job . .than I
could of it. As
I turned the
matter over in
my ‘mind ‘I
came ‘to - the’
realization . ;
that all of us Richard B. McEntire
—in varying# ;
degrees perhaps—are  essentially
in" the "business 'of Tregulating a
large, important and dynamic in-
dustry ‘which is closely ‘identified
and associated 'with: the  entire
fabric’ of our economic system.
That relationship, close and im-
portant: as it is, gives our activi-
ties as regulators a' definite effect
‘upon the: economic and ‘business
life of this nation:. : ;
- I have therefore reached :the
conclusion - that,’ with “your kind
indulgence, I would  like to ask
you ‘to'step: back perhaps‘'a few

job 'we do from an objective and
broader point of view: that we can
get.when we sit from. day to day
at, ourdesks T
routine 'that’ confronts us. '+
“.Let:me say at the: outset that
this is indeed an ambitious under=

«: taking and perhaps one which as-
'} sumes quite a'good  deal on my
i part;
+|ize:that'I have spent. almost 10

It is hard for me to real-
years of my professional life in
various' capacities on a state util-
ities' and: - securities ' commission

considerable 'portion ‘of. my: life
invested in regulatory work and

L2 I would: like 'to take’ this oppor~

James' C. Vach;

& Company, has joined the Chi-
cago officeof R, S. Dickson: &

Company, 135 South ‘La’ Salle|

Street, in charge 'of its Corporate
Trading Department. L

William H. Place Co. -
Formed in N. Y. C.

. William H.' Place has- formed

-William H." Place' Co. -with offices

at :50 Broad Street, New York
City, to engage in the. securities
business, Mr. Place was formerly
a partner in Charles L.:Babcock;
Jr. & Co, T s

- Joins Hess Co. Staff
PHILADELPHIA, PA-Hess ‘&
Co., Inc,, 123 South Broad: Street,
successor. firm to Hess, Blizzard &
Co.,-announce the association with'
them of F. LeRoy: Worley as'reg-
istered representative;” -

Oscar Gruss &Son m N

Oscar Gruss & Son will-engage

in a segurities’ business, from of=.
fices at 150- Broadway, New York'|: '

City. Partners are Oscar Gfus?_,
formerly: a partner in Gruss'&

“ | tunity to talk with you, as fellow |-

regulators, about our common: task
~regulation.. .. . G ;

Part Regulation Plays
Have you .ever: stopped to real-
ize what’ a large role regulation
plays in the life of the average
American  citizen? - We  'seldom
realize how frequently it affects
‘us, because :we have come ‘to. ac-
cept‘it,  for the most part almost
without thinking. Yet if we tried
to. catalog all of 'the types of
-regulatory. processes  that ‘touch
and - affect our daily: activities, it
would+ require: hours to ' simply

just time enough to discuss a very
few. s

tle waiting’ outside ‘his front door
comes . from : a . milk - producer,
whose ‘affairs ‘are probably con=
trolled by the State Milk Author-

ity The . electric power he uses

when he turns on the light—if he
gets.up .that early—and’ the gas
he uses when he makes his morn~
ing ' coffee- are obtained from a

- | public utility whose rates, capital

structures and operations are sub-

| jeet:to scrutiny: by the State Com=

mission; the Federal Power Com-
mission:and. perhaps ' the: Securi-
ties and Exchange Commission.. If

‘An’ address by Commissioner
McEntire ‘at the Convention of the
National’ Association of Securities

tion without interference with managerial functions.

« . In-considering what I might say to you when this opportuﬁity was: so graciously
quite naturally I first thought of discussing some one or more of the
technical problems which confront us. ‘I know that you have had that

- | Commission - or

hundred -paces and: look at:this |-

handling; the heavy

the capacity of a regulator, first in |

and more recently on a Federal |.
agency. 1 have come to have a|

mention them. - But let us'takel..

- When Mr. Average Citizen gets :
/fup.in the morning, the milk bot-

By RICHARD B. McENTIRE*

] s Commissioner; Securities and ‘Exchange. Commission
Noting business- and individuals are: subjected to - all types of regulatory processes by Federal and
- state statutes, Commissioner McEntire traces history of Federal regulation in U. S. and concludes “we
- have become prey of the regulatory bug.” Contends economic forces have become so large they com=
pletely overwhelm the individual, and regulation has become essential both in public ' interest and
‘also as means of maintaining private enterprise. R ecommen

mends efficient but moderate system of regula-

“"A Regulator Looks at Regulation”

3

i

he should turn on the radio for
the morning news, the station he
listens to operates under license
by ‘and in accordance. with the
rules. of .the Federal Communica-
tions . Commission. If he takes a
commuter’s  train. to work,  the
railroad: is subject either to the
jurisdiction of the State Railway
the Interstate
Commerce Commission, or both.
If he rides a bus: or street’ car,
that “means  of transportation is
regulated by either the State util-
ity Commission  or ‘the 'municipal
regulatory authority.” Even if he
drives his own car, the gasoline
and oil he uses is produced, in
all likelihood, ‘under the orders
of a State Conservation Authority,
Perhaps he stops ‘at a bank -en-
route; “probably both . the State
Banking Authority and the Board
of .Governors of the Federal Re-
serve System have a hand:in the
bank’s operations and, in addition,

surance Corporation.: If he stops
in: a“ drug. store ‘on the way, the

pateﬁt medicine on sale there may
have been subjected to the juris-

his deposit is“unquestionably in-|
sured by the Federal Deposit In-|:

diction of the Federal Trade Com=
mission to, insure that the prod#
uct he purchases has been truthe
fully - advertised and properly
labeled. - When he gets to work,
the impact of‘a half dozen regu=
latory  forces are felt; his wages
and hours have been regulated -
under the Wage and Hour Law,
and if he is a union member, the
union may have had recourse ta
the ' National . Labor : Relations
Board or a similar’ State ‘agency.
The securities of the company for
which he works or any securities
which ' he ‘may own- have been
probably subjected. to some ‘de~ -
gree ' to ‘the jurisdiction ‘of the
State Securities ‘Authority and oft
the SEC. In fact, no matter what
he may do during any of his wak«
ing“ hours, the chances are that
in 'some’ way, directly’ or indi~
rectly, he will be affected by soma
regulatory force, - = ;

- Development of Regulation . ;

Why have we come to’ have
this maZze of regulatory process?

Let us go back a little way intd

‘history to find its inception. As
(Continued on page 26)
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The First Boston Corpo}llx:on o

E. H. Rollins & Sons

Incorporated

A. G. Becker & Co,

Incorporated ' t

. The Bankers Bond Co. ;

Incorporated

-O'Neal, Alden & Co:; Inc,: Security
'Fielﬂ, Richards & Co.

Lehman Brothers

Glore, Forgan & Co. - kiddei, Peabody & Co, * Menill Lynch, Pierce, Fenner & Beam

S _Unioijﬁcuﬁﬁes Corporation
Bear, Stearns & Co.

: Schoéﬂkopl, Hutton & Po@eroy, Inc. A.C: Allyn and

' Incorporate

The Milwaukee Company - Stein Bros. & Boyce The Wisconsin Company . Smart & Wagnee. '
Stroud & Company

< Incorparated

& Bond Cbmpany Hmsledt Brothers F.L.Dupree & Ce,
Metropolitan St. Louis Co.

This is under rio circumstances to be construed as an offering of these securities for sale, of a9
sy an offer to buy, or as a solicitation of akloffer to buy; any of such securities. This is
? T published on_ behalf of only suchtof the undersigned a$ are registered
dealers in securities in this State, Ak

5

October 2, 1947

S 130,000 Shares |
- Kentucky Utilities Company
4%4% Preferred Stock G

(Cumulative—Par Value $100 per share)
p

- These shares are being offered initially by the Underwriters to the
holders (other than The Middle West Corporatjon) of outstanding
shares of the Company’s.69% Preferred Stock and 7% Junior Pres
ferred Stock’ pursuant to an éxchange offer as set forth in the Pros-
pectus. Such offeting is being made only by means of the Prospectus,

{
iy

—

Copies of the Prospectus may. be obtained from any of the several under-
“txiters only in States in_which such underwriters are qualified to act' as
dealers in securities and in whick suck Prospectus may legally be distributed.

]
A

i

Lazard Freres & Cd.l
White, Weld & Cay

1. 1. B. Hilliard & Sont
CSMpnnj Central Republic Cnmpnny?‘

(Incorporated)

Berviyn T. Moore & Company '

Incorporated

Pa;iﬁc Company of Calif;)rnil S

Russell & Long ; William R Staats Co.  J, D..Van Hooser & Co. '.‘lames C. Willson &C..

‘Administrators, Jacksonvill€, Fla., |

sor v from its matural source of food in LOct. 2, 1947,

Co., and Emanuel Gruss. :
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- Blue Sky I.aw Developments

By JAMES' T, MERKEL* '

Chief Division of Securities, Ohio Dept. of State .
o g Secretary, 'National: Association - of - Security - Administrators e ;
Mr Merkel reviews. changes - in state ‘Blue Sky ‘Laws during last- year. - Discusses optlons and stock’
wartants, and points out Blue Sky Administrators have-no ‘objection to’ options- that run in favor ‘of
stock’ traders, ‘but oppose excessive use of options in favor - of underwriters;~Notes securities- business
in..1947 -has :“not been gratifying” and lays - blame ‘on lack of falr treatment to stocklxolders and

investors by corporations.

As' Secretary of your Association and as a Blue Sky Administrator of the State of
Oth I: shall ‘speak: from: the viewpoint of .one dealing with a broad regulatory: act.” In
Oth ours is a combination of a licensing act a fraud act, and a qualification act. There are

) many subjects

that' I could
discuss. How-’
“ever, I shall -
limit my talk
1o three: J
. 8 L, ¢
o Legislative .
Changes -

First of all, .

eel you-are
‘interested in
knowing the

"Nature and,
extent of leg-
islative chang-
s in Blue Sky
L a w s tnat
have taken place this past year.
The five subjects most often dealt
‘with by. the State legislators dur-~
ing the calendar year are the fol-
lowmg
~-‘ElevenStates added . new ‘ex-
empt transactions, namely: Cali-
‘Tornia, Connecticut, Florida, Indi-
ana, Iowa; Michigan,  Oklahoma,
Oregon, Washington, - West Vir-
ginia® ‘and ‘Wisconsin.. ‘These . in
‘geheral ‘freed from ‘registration
‘process ' cases ‘not mvolvmg the
Beneral. public, - cases - of -certain
changes, stock dividends or chang-,
es in par or stated value;

Eight States changed certain
definitions.
nia, Florida, Illinois,
Mrchlgan, New Hampshlre Wash-
ington ‘and “Wisconsin.'. For . the
most. part these broadened rather
than limited the definition of “is-
. suer,” “‘security,” “sale,” etc.

Six States exempted certain se-
curities of insurance and utility
¢ompanies, namely: California,
Michigan, New Hampshire, -North
Dakota, Oklahoma, West Virginia,
Some, as in the Ohio law,.permit-
ted the State  Insurance 'Admin-

.. Astrator. and “the Pubhc Utilities
Commission to stand in the place
of the Securities:Administrator on
the. registration of secur1t1es in
these two fields.

Six States adjusted or increased
their filing fees, namely:_Illinois,
Michigan, Missouri, North' Dakota,
Washington and Texas.

Five States exempted securities
tHat are listed ror which ‘will be
Yisted upon notice on certain-stock
€xchanges.

Arkansas added some, regulatory |
-Provisions ‘to . its former Fraud
Act. Connecticut has -a new Tact
leplacmg its old, as of Oct. 1, 1947.
it remains a Fraud Act with the

.lames F. Merkel

exception of requiring registration |

©f mining and oil securities.

California made approximately
eight adjustmeits to its act. Mich-
igan made 12, leading to a more
Workable act.

: Incorporated as a part of my
thessage "is a chart showing the
. tybes of legislative changes made
to date. In general, it may be said
most changes were for more claris

fitation, more workability  and. to.

provide for'.-additional ~exempt
transactions and exempi securities,

¢ The most " striking - enactment
anﬂ “trail-blazing”-in nature was
thé new. law 'in Wisconsin, per-
niitting the. solicitation and . ac-
ceptance by a licensed dealer un-
der certain conditions of tentative
teservations. for purchase of se-
curities prror to registration there-
of. This is a. form of conditional

' *Address by Mr. Merkel at the

30th. Annual - Convention::of . the.

tional Association of Securities
vAdmmlstrators, Jacksonville, Fla.,
Oct. 1, 1947,

-These . were: - Califor--
Indiana,|

sale which calls for customer rati-
fication' following the effective
registration and before final writ-
ten confirmation. I ' understand
that the Wisconsin Department of
Securities has not completed -its

‘1 Rules -and. Regulations . with ' re-
‘I spect to full'procedure. - Wisconsin

was anticipating a change in the
Federal law.' Since Congress made

‘| no Federal statutory change, the

Wisconsin' provisions - have - not
come into play. The Wisconsin
statute now also permits the ‘use

"| of -the prospectus in advance "of

registration. : Tn ‘that State  this
implements the present Securities
and Exchange Commission rule on
advance use  of the . prospectus,
This aggressive step onthe part
of Wisconsin legislators may be
the answer to the problem of get-
ting  ‘more information- dissemi-

nated in'advance: of sale and thel:

problem of “légalizing ad_vance
order taking of new .offerings.”
It will be -of great interest to ob-

serve the practxcal operatxon of 1

this pl‘OVlSlOD.
IL.. -
Options and Warrants

¢ Another* matter - of 1mportance
is the subject of stock options and
warrants. - The administrators; of
Blue Sky Laws at their last con-
vention in New: York took a def-
inite stand against abuses in the
use of stock options.’ Quoting their
words: “Warrants or. stock. pur-
chase options to those other than
the .purchasers of securities will
hereafter be’ looked ‘upon  with
great disfavor and‘ will "be con-
sidered as a basis of denial of the
application; except in unusual in-
stances, and the burden shall al-

(Continued on page 23)"

Chicago Board of Trade Adopts Flexible Margms

Respondmg to demands from various ‘sources - that grain ex- |

changes - increase -their- minimum
trading, -the Chicago:. Board . of
Trade on Sept. 29 adopted a new
variable ‘or’ sliding scale  system
of margin requirements. Accord-
ing to-the new rule if a single
future price of any one grain ad-
vances 10 cents, both the initial

minimum margin and the mini-

mum maintenance margin shall be
increased 5 cents on all futures of
that. grain.  For each subsequent
advance of 10 cents in the price,
both the initial minimum margin
and the minimum maintenance
margin shall be increased an addi-
tional 5 ¢ents.

This  sliding 'scale’ system of

amargin requirements was adopted

as a substitute for the recommen-

dation’ of-J.”M. Mehl,” Adminis-

trator ' 0of the Commodity
Exchange Division of the Agricul-
tural Department that minimum
margin' requirements on futures

trading be increased to a third of
the selling price. This would about
double the previous requirement

margin’ requirements 'on futures

which placed a ' minimum-margin
of 45 cents a bushel on wheat and
25 cents:on corn.

In: announcing : the change in
margin requirements, . J.: O,
McClintock, President of the Chi~
cago Board of Trade stated: ‘‘We
are taking:the action, which'be-
comes effective today, as.an indi-
cation' of our willingness to help
reduce the apprehension in the
public mind that has been brought
about . ‘during - this ' inflationary
period. Our position has been and
still 'is that margin requirements
are only -the guarantees of per-
formance of contract and have no
bearing on: prices. For more than
a year-the. price of cash grain, as
the result of government-purchase
for export; has ruled consistently
above the-price of futures on the
exchange. Future trends-in the
market 'will ‘be guided: by. the
force with which ‘government ac-
tivities are found in the market.
place.”

Graham Fin. Chairman of I(y Gonslllullonal
Convention; Others in Drive for -Ilevuslon

~'LOUISVILLE, ' KY.=~Thomas Graham, President of the Bankers

'Bond Company, has been appointed State Finance Chairman. of the

Kentucky Constitutional Convention ' :Campaign, according to an
announcement by Paul G, Blazer, State Campaign Chairman, ’

Trust Company of Lexington, was
drive. ' Merle )

William H. Courtney; President of ‘the First National Bank &
\appomted State Treasurer: for .the

E. Roherison,
President of
the Liberty
National Bank
& Trust Co.
and T, A. Par-'
due, Vice-"
President of
the Farmers
Bank & Trust -
Company of
Frankfort,
were named -
assistants to~
Mr.- Courtney.
- The officers,
according to
Mr. Blazer,
will supervise the ralsmg of funds

_Thomas.Graham

to “publicize the issue of calling

a-convention to revise Kentucky’s
Constitution;” and . to publicize

somé of the shortcomings of the
present document.”

Mr, Graham stated that the

! Busmesses

membership of the state finance

committee: and: finance- chairman | |

for various communijties would be
announced at an, early date, and
that funds contributed- -would be
used ' to “publmze the" campalgn
as 'widely . as- possxble in’, every
County of the State 9

; Mr Graham has: been ‘active for

many years in’ promotlng, organ-:

1zmg and fmancxng Kentucky s
"He has served as
President.of the National Security
Traders Association and as Chair-
man of the Ohio Valley ‘Group ‘of
the,'Investment Bankers Associa-
tion. He is also a Past President
of the Bond Club of Louisville
and' is a director. of ‘numerous

. LOUISVlne and .- Kentucky ‘com-

panies,

_Ohio Valley Group of IBA Elects Hamerdﬂngeh
Ghalrman at Annuai: ."Ieelmg '

.New officers of the Ohio Valley Group of the Investment Bankers
Association of America include Gordon Reis; Jr. (left) of Seasongood
& Mayer, Cincinnati, Secretary-Treasurer, and John G, Heimerdinger
(right) of Walter, Woody & Heimerdinger, Cincinnati, Chairman,
Center is Ewing T. Boles, of the Ohio Company, Columbus, retlrmg
Chaxrman of the organization,’

Left:to right: Ewing T. Boles, the Ohio Company, Columbus, re- '
tiring Chairman of the Ohio Valley Group of the Investment Bankers
Association of America; John G.' Heimerdinger, Walter, Woody - &
Heimerdinger, Cincinnati, newly elected Chairman; Gordon Reis, Jry
Seasongood & Mayer, Cincinnati, new Secretary—'h'easurer William J.
Conliffe, Lou1svxlle, executive  committee. member; and Thomas
Graham, Louisville, Ohio Valley Group Governor for the IBA of A,

..COLUMBUS, OHIO.—John G, Helmerdmger of Walter; Woody
& Heimerdinger, Cmcmnatl was elected Chairman of the Ohlo Valley
Group-of-the Investment Bankers Assocmtlon of Amerlca at the an=
nual meeting in Columbus.

. He_succeeds: Ewing. T. Boles, President of The  Ohio Company,
Coluribus, who' served. as Charrman two' years. . Other new offlcers
of the Ohlo ‘Valley Group include: iy

Joseph Vercoe, of Vercoe & Co., Columbus, and Manon H. Card-
well, of J. B. Hxlllard & Son Co., Loustvﬂle Vice Chairmen; Gordon
Reis Jr., of Seasongood & Mayer, Cmcmnat!, Secretary-Treasurer'
lehamJ Conliffe, Louisville; Allen Watts, Louisville; Ray M. Brock,
Dayton, and Charles Tobxas, C1nc1nnat1 members of “the Executive
Committee. 1
. The meetmg was attended by more than 200 IBA members, in<
cluding large -delegations,from New.York, Chicago, Cleveland. and

the investment men ‘were guests o£ the Ohlo Company at the Wig-
wam, near Columbus.

-Charles -F. Kettering, famous mventor ‘was 1uncheon speaker.
Edward - Hopkinson . Jr.,. national IBA President ‘and "a ‘partneri:in
Drexel< & Co., Phlladelphxa headlined the “business programj:and
Murray Hanson IBA general counsel Washn}ton, dlscussed legls*
lative problems. ;7 -~ 't : .

Raymond A.-Herman With| -
Gottron, Russell & Co.-

(Special to THE FINANCIAL CHRONICLE) :

. CLEVELAND, OHIO—Raymond
A, Herman has become -associated
with 'Gottron,  Russell. & Co,
Union Commerce Building, mem-
bers- of -the Cleveland Stock Ex-| " - .(Special to THE FINANCIAL OHRONICLE). . .
change.. Mr. Herman:was -pre-|. WEST PALM BEACH, FLA.—
viously* with Curningham"& ‘Co.,|'Wm. . S. Beeken’ -Co.;" Guaranty

-With Sutro & Co. -

2 (Spez:tal to THE FINANCIAL (CHRONICLE) ™ ~*;
“1.OS ANGELES, CALIF.—Ed=
ward W. J, Olson has been 'added
to the staff of Sutro & Co, Van
Nuys Building. T o

‘With Wm. S. Beeken Co.

other commercial centers,  After’thé, morning sessions and luncheon,.. .

Prescott & Co., and prior;thereto
with Wm. J. Mericka & Co;i:

Bmldmg has added Paut Gotch te -

.| thesfirm’s staff,

pitized for FRASER'
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- Modified Sterling Convertibility

By PAUL EINZIGY,

Dr. Einzig ascribes early breakdown of sterling convertibility to
“ “dollar greedy” nations, and ‘describes new system of limited con-
vertibility as a- “theoretical -absurdity,” inasmuch as sterling con-
 vertibility cannot become a reality until British trade deficit is erased.

LONDON, ENG.—Recent statement made by Mr. Snyder. and

= Mr. Dalton at
. International

. +Monetary:

< Fund and the
- International
Bank have
gone some
way  towards
indicating’ the,
nature of con-
vertibiliity
_Which' is ‘in-’
. tended. to’ be
Irestored in P
. Britain. . As-
«Mr.-Dalton’
-made it plain
‘at  his press.
- conference: on -
- Sept. 19, con-~ !
- vertibility in the form in which it
. operated before Aug. 20 is dead—
at any rate for a long time. to
come, Its adoption amidst pre-
.. 'vailing conditions was condemned
by implication by the annual re-
~ port of' both the Fund and the
j Bank, ] :
¢ The former, dated a. fortnight
+ before the suspension of converti-
;. bility, but . covering the period
. ending June 30, declares; “It must
. be recognized that the assumption
. of the obligation to permit the
.. transfer of current sterling may
- 'add significantly to the burden of
the def.cit in the British-balance
--of payments, ' There is therefore a
. danger that if efforts to' improve
the United Kingdom’s: interna-
tional position -and . the general
international payments- situation
are not effective, the assumption
. of this obligation may compel the
imposition of even: more severe
restrictions, on imports and thus
- in some degree reduce the flow of
world trade.” Which is, of course,
precisely what did happen.

The, indictment of the:prema-
ture return to convertibility im-
plied by the report of the Interna-
tional Bank 'is even more severe,
“We now know that the problem
is deeper and more difficult than
was envisaged at Bretton Woods.
The¢ deadening éffects of the ufter
and prolonged disuptions of trade
have been more serious than was
anticipated in 1944.” - In spite of
the deterioration of conditions far
beyond what - was anticipated
when . the 'Bretton -Woods  Plan
was adopted, the convertibility of

. sterling was restored. about four
Years-earlier than was envisaged
at Bretton Woods!

Apart altogether from the fun-
damental ' error  of : returning. to
convertibility when Britain’s trade
is  still  grossly unbalanced, :the
interpretation formed on the Brit-
ish Treasury was such as to open
the. floodgates to a torrent of
abuses by dollar-greedy and. un-
scrupulous governments, When
the full story of these abuses
comes to be told it will become

Dr. Paul Einzig

“evident how the' U. S. Treasury’s
" insistence on_the convertibiity. of

gross, instead of net sterling, bal-
ances accentuated the dollar
drain, " In one known instance, the
Belgian Government abused this
provision by  converting - every
pound they-could lay. hands upon,
without first repaying the £15,-
000,000 owed to Britain.: And the
way -in which Belgium collected
sterling for conversion by accept-
ing old sterling in payment for her
exports to other continental coun-
tries was the result of ‘the adop-
‘tion of, the rule  that- sterling
earned in current trade by foreign
countries-should also be convert-
ible. "“Although' Belgium -is ‘the
‘. worst  offender,’ there were many
others.- The temptation -of .abus-
ing ' the -convertibility - facilities
"was for - many governments . too
strong to be resisted, - . .
Under the ‘new. system. of con-

- vertibility such obvious abuses at

gitized for- FRASER

p:/ffraser.stlouisfed.org/

press conferences during the London meeting of -the
. ./.\ .

any . rate - will - be. 'prevented.
Henceforth, it will - be ‘for the
Bank of England to decide
whether a sterling balance' is
qualified for conversion. That in
itself would ‘reduce the ' drain
caused by abuses, but there would

still  remain  the problem of the |

drain caused by legitimate use of
convertibility. : Such a drain will

be sought to:be reduced by the|

adoption of a system under which
sterling is to ‘become convertible
only after the holding of a coun=
try has-exceeded a certain figure,

This rule was adopted in the new |

Anglo-Belgium Payments Agree-
ment which ' fixes the inconvert-
ible sterling at £27,000,000. Of this
amount £15,000,000 represents re-
payment of old sterling ‘debt, and
£12,000,000 new Belgian sterling
balances.” This is a fairly ~high
figure and Mr. Dalton stated on
Sept. 19 that it is the Treasury’s
intention to insist on fairly high
“ceilings” for: inconvertible sterl-
ing balances ' during the coming
negotiations with other countries.

.-'The principle of the new system
of limited convertibility is from a
theoretical point® of view  the
height - of absurdity.. Under: it,
Britain is: to maintain the incon-
vertibility of. sterling . provided
that Sir Stafford Cripps succeeds
more or less in balancing British
trade. =~ Should, however, Brit-
ain’s"trade . remain : strongly ‘ad-+
verse, sterling would Pecome;cony
vertible in- due course! ‘In other
words, - if “Britain ' can afford to
convert sterling there will be no
obligation to do so, but. if, owing
to the large trade deficit, Britain
cannot afford to convert sterling
she will have fo convert it never-
theless.

The disadvantage of this system
is that if a country wants to mis-
use it this can be done by cutting
down the purchases of British
goods.” ‘Thus, if Belgium is de-
sirous of sécuring additional ‘dol-
lars, this end could be achieved
by accumulating sterling in excess
of = £27,000,000; not through ex-
porting much more to Britain but
through importing much less, Ad-
mittedly, this would mean tem-
porary unrequited exports, but
sooner orlater the sterling bal-
ance could be used up ard, mean-
while, urgent dollar requirements
would be satisfied. Such misuses
of convertibility could and should
be discouraged by the adoption of
the principle that is in operation
between . | Britain ..and . Canada,
namely, that half of the proceeds
of ' Canadian ' exports should ' be
paid in dollars and half in incon-
vertible ‘sterling.: Presumably, if
and when it is found that the new
form of convertibility would. cost
Britain ' more : dollars . than she
could ' afford to  lose,. then, and
only - then, would - this modified
form be adopted, ]

However this may be, it is grati-
fying to note that the U. S, Treas-
ury is not pressing the  British
Treasury to do the impossible by
returning to the formula discarded
on Aug. 20, Its restoration would
mean certain failure even in the
case of the adoption of the
Marshall Plan, for the temptation
to secure dollars in addition to the
amounts to be allocated under that
plan would be too strong.to be
resisted. ;

J. A. Robb in Fleetwood

FLEETWOOQD, N. Y.—James A.
Robb is engaging in a securities
business from offices at 673 Locust
Street. He was in the past con-
nected with Merrill Lynch, Pierce,
Fenner.& Beane, .
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By JOSEPH STAGG LAWRENCE*

Vice-l’resident, Empire Trust _Company;_ New York

New York economist stresses danger of spread of communism and the efforts of Russia to use this

ideological instrument to expand area of its authority.. Says business and government should be more -
active in exposing misery under Russian system and urges examining carefully personnel and teaching

programs of our public and private schools. Favors maintaining a
difficulties of Britain and France partly to socialistic policies.

ers.

powerful military force and lays

The subject assigned to me today is one not ordinarily found in a program of bank- -
It has in the past been reserved for eloquent exploitation on the Fourth of July,

Armistice Day and other occasions calling for an exhibition of patriotic forvor. Business-

men and

bankers, as
individuals,
- :have viewed
these = ex-
‘hortatory
treatments 'of
the subject
with patron-
age and con-
descension,
They knew
what our
- heritage was.
They knew
that it was not
in peril. They:
knewthat
these holidays
were the only occasions on which
our political leaders could speak
eloquently and without equivoca-
tion on a subject that could lose
them no votes. It seemed a good
deal like extolling the Ten Com-
mandments or expatiating on the
virtue of filial piety. !

. The picture has' changed.. The
circumstances which once made a
speech on this subject seem like
gilding the lily have changed. The
defense of this thing which we
have so taken for granted has now
become a sombre.task. The heri-
tage of America, our way of life,
is in jeopardy. It is no longer pos-
sible totake this. heritage ' for
granted. " We have seen nothing to
equal the present menace to' our

Jos. Stagg Lawrence

fundamental freedoms since the |-

days of the Holy Alliance a cen-
tury and a quarter ago: At that
time a group of rulers with more
or less despotic power, recogniz-
ing in the enjoyment of freedom
and the growing prosperity of this
country a-threat to their power,
undertook to stop the spread of
the contagion..known as democ-

racy, The failure of that effort isa]

matter of history-and need not be:
revived -at this point ‘except for,
the brief purpose 0f 4nalogy and
possibly to point out that the ac-
tive ‘leader in' this earlier cam-
paign  against liberty was Czar
Alexander of Russia,

In the following century the
contagion' of democracy spread
throughout the world with, on the
whole, happy results—happy in
terms of personal 'freedom, in
terms of enlightenment, in terms
of material progress. However,

during the last 25 years a new| ..

challenge has developed, a: chal-
lenge which, particularly in the
last two years, has developed a
malevolence the magnitude of
which causes justifiable concern.

Danger of Russia

I refer, of course, to Commu-
nism, and to Russia as the great
world power - which- uses . this
ideological instrument to expand
the area of its™ authority. Here
again the theory of Communism
and the country whose dominant
party exploited it were viewed
with the indulgence of superiority,
Communism. was regarded as a
vague and impotent threat to our
position. Nor did a close examina-
tion of Karl Marx tend to modify
the contempt * with 'which . this
ideology was regarded by think-
ing men and women  throughout
the world. ¢

Marx was a typical .soap-box
agitator. One of the more curious

*An address by Mr. Lawrence
before "the. 27th" annual national
convention of the Consumer
Bankers Association, Atlantic: City,

N. J, Sept. 27, 1947.

contradictions in his character was
the fact-that he, the son of a long
line of -Jewish rabbis, was never~
theless violently anti-Semitic. He
was a man of strong opinion and
weak, earning power, His mother
once: remarked, ' commenting on
her farmous son after his major
opus had appeared, that. it would
have been much better had Karl
made some capital instead of writ-
ing a:book on the subject. His
basic premises, based plausibly on
the experience of the worker, par-
ticularly in England during the
early days of the Industrial Revo-
lution, have since been 'demon-
strated as completely false.

He argued that the exploitation
of the worker by the employer
left the worker with means in-
adequate to buy and consume the
products which he produced. As a
result of this inadequate buying
power, surplus goods tended to
accumulate, . finally = causing "~ a
crisis, With each crisis the misery
of the worker deepened, his eco-

nomic, plight became worse, until
finally, able to tolerate his dis-
tress no  longer, ‘he rose in his
mass might to overturn the society

which caused his misery. It was at
that point that a new group would
rise to power and establish  a
civilization based upon the social
justice ‘developed by Marx,

We know now .that Marx was
entirely. mistaken in this premise
and that the theory of progressive
misery of the worker in a capital-
ist society is. without validity.- For
a half century after the death of
Marx, Communism was the" ac=-
tivating doctrine of a very small
group and a subject for college
seminars. It had little political
significance and- never seemeéd to
carry with it. any serious threat
to the structure and stability of a
free society. i

What has brought about ' the
change of the last ten years, par=
ticularly the last two? In the first
place, Russia demonstrated that
Communism, even though honored
somewhat in- the breach, could
serve as the basis for-a viable
society. American. visitors before
the war admitted that Russia was
a securely established state and
that her way of life, whatever its
shortcomings from the American

(Continued on page 21) . -
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These sectirities having been sold, 1his advértisement appears as a mattér of tecord only
and is not to be construed as an offering of these securities for sale, or as a -

NEW ISSUE

solicitation of an offer to buy, any of such securities,

September 30, 1947

180,000 Shares

National Union

Fire Insurance Company
of Pittsburgh, Pa.

~ Capital Stock

U

($5 par value)

Of the above mentioned shares of Capital Stock, 173,533 shares
were subscribed for by stockholders of the Company pursuant
foits Subscription Offer which expired September 29, 1947. The
| remaining 6,467 shares were purchased by the several under-
writers and have been sold to a limited number of purchasers.

-
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Our Reporter on Govemments -

By JOHN T, CIIIPPENDALE JR

Treasury obligations contmue to give ground on lxght volume as

the authorities again lowered bids on certificates in-a further firming'|..

- of short~terrn rates. . . . Accordingly, the floating supply of near-

“"term issues has mcreased slightly with ‘a somewhat ‘easier: tone being
" evidénced in quotations ‘of -certificates; -notes: and ghort: bonds, : ..
The longer ‘obligations also trekked downward on reduced activitly
* as'investors and traders stepped aside to see what mlght happen with
tlghtenmg short term rates. .

. PORTFOLIO CHANGES. - s L -

=~ There'is considerable switching and rearrangement of- holdmgs ;

” going on, with the restricted issues’ apparently more in‘the-limelight:
“now on that score. . A'large-scale shift from:the-2Vss due 1959/627--
2in ‘the Victory 21/zs has had ‘a “depressing mﬂuence -upon the -2Ys,
* which are not far from their lows of the year. .’. . Some selling of
cieligibles is reported with the’ proceeds gomg mto the non-market-
“'able 2158, . a4
Bank lssues, like the intermedlate term maturities, have a .

good steady demand, but there is no desire to pay up for them....
-Although the government -market is-a . bit on the confused side,
investors are looking for a spot to take on securities, ‘which may |
not be far off, .., - . W !

i SPECULATION
! The money: markets are agam playlng the old guessmg game
: trymg to figure -out what ‘will take place in ‘government securities
i'with advancing short-term -rates and.low-coupon refundmgs by the
“monetary .authorities. . .. 'The up-trend in near-térm rates is due to
action of the powers that be, and. the increased demand for loans. .
" Although the rise will be gradual it will no ‘doubt have, its. greatest
:';' effect by the middle of next year, when it is believed :that the cer-
txfxcate rate may. reach 114 %.., :

« In the interim the money market will be adjusting its position :
to the new level.of rates, the:effectiveness of -which will-depend -
in no .small measure upon other actlons of the money man-

. BEErS. . .-
-, DEBT POLICY
.. .The refunding of hlgh coupon maturmg obhgatlons w1:th short-
1term low-rate issties will have different results from a medium-term
 pecyrity with a rate that is needed by holders of the due ‘and callable
securities. ') . Higher short-term rates ‘that -will be ‘allowed 4o fluc-
. tuate will make the creation of reserve balances more risky, but this
in itself will. mot solve the problem of inflationary trends in loans
‘4 or the monetization of the debt through. purchase of long-term Treas—
‘“ury obligations. . s 3t
© v "'The use of govelnment surpluses as well as funds from ocea-:
sional issues to non-bank investors to pay off bonds as they
beconie due or callable will cut down reserve balances as well
as deposits of member banks. . ..

ot This' program would not be as deflationary as the retirement of
Treasury bills since the elimination of this type of securlty cuts more
ideeply into reserves of the commercial banks. ... There is, however,
.a greater saving in 1nterest cost i in the extmgulshment of the hlgher-
-goupon obligations.”, . v

EARNINGS ESSENTIAL

“ 44~ The most pronounced effect of the maturmg obligation,  debt
:retirement program would be on.commeércial banks because of limi-
'tations upon the types of. securities: that these:institutions can pur-
chase. . . . Earnings must be maintained by the commercial banks,
and this cannot be done by exchanging high-return securities fo:r

¢

'CONCERNING
 U.S. GOVERNMENT
SECURITIES
:

- at the suggestion of the Fmance Depar}ment of the United - .
.States-:‘Chamber ..of . Commerce, .it. presents. a .concise, '
chronological outline of United States Government financing
from the foundation of our Government to the ‘end of
World War Il. Drawing mainly on official sources, it deals
with all the major facts, events, and influences affecting our
national - obligations. It ‘includes official reports, statistics
and charts, records of market prices and yields, statements
of Treasury policies, and details of all major loans (f905.

1945). Price $5 00 the copy 608 pp

iy o # A

C. F. CHILDS AND COMPANY

-The oldest house in America speclabzlng in
Government Securities

o

1:‘11 W. JACKSON BLVD. ® CHICAGO 4, ILLINOIS

Jowrcoupon

| HIGHER YIELDS

obligatlons or by havmg the larger 1ncome 1ssues pa:d
off m cash. . . . Increased loans will make up s some of the loss: of
earnings.

This, however, will not solve the: whole:problem, whlch must be
-done by taking.on the .higher- return longer-term obligatxons

Thus the monetization of debt gqes On in the more distant 1.sues

| EXTENDING MATURITIES |

The extending of ‘maturities means that the dep051t banks are
forced. ‘into -the longest-term governments because ‘thé intervening
years will-put more of the intermediate-term securities into the short:
term.classification.-... .. The supply of ‘short-term securities would be
augmented through the refunding operations of' the monetary authori-
ties'and the approaching maturity -of outstanding obligations.
There is:very: little choice. for, the commercjal banks ‘but to. go into
the:last three maturities of the partially exempts, the taxable 21,/45 of
1956/59 and, the 2%s due 1956/58 and Sept 15, 1967/72.,

. Because. of the small. number’ of long term govemments ’
- (which-are not in any sense of the word Jong- -term obligations)’
that can be bought by the member. hanks, there" is-no_reason. to
. wexpect a sharp recession in these securities ‘under- the refunding:
policy .that is. being .carried. out.hy  the ‘monetary - authorities.
'Therefore, price weakness should turn out tp be a favorable buy.
ing opportunity in the longest Tl‘reaSury obligatmns ¥

+-.:The spread between y:elds of short- and long terrn bank ehglble
obligations, based on the present program of the powers that be, is
quite likely: to. narrow, because of the larg T supply of low-coupon
near-term obligations... . ; This will result in higher yields for these

: . .| securities, but probably notgreat enough to attract buying from the

“|'United States,

longs, which should hold present y1€1d5 or declme somewhat

Says Monetary Pohcy Has Palled

To Keep Prices Down

T ;Dean John T, Madden, of New York University; lays price advances
to (1) constant increase in -wage rates;  (2) lower labor  produc- -«

y tmty +°(3) ‘pent-up consumer demand; (4) foreign needs for Amer-
~ ican goods; (5) ‘vast accumulation of liquid funds;" (6); fear of
~ monetary inflation; and (7) too. hasty abolition: of ‘war controls.

* . 'In.a Bulletin of the Institute of International Finance entitied
“Credit Policies of the Umted States ” Dean John T. Madden of New

York Univer-......- }

sity ‘holds ‘the -
principal con-i
sideration
which - guided.
the monetary
authorities “in
formulating
their credit.
policies, : par-. .
ticularly . after
the .abolition

of price con- .
trol, ~was :to. @
prevent a too f
Tapid increase:. i
in _prices : of .
goods: and
services,  Theé
authorities were not successful in
their endeavor, however; he states,
for the index of wholesale prices

= | of all commodities (1926=100); as

prepared by the Bureau: of Lapor
Statistics, rose from 105.6 on-Aug.
18, 1945, i.e., four days after;V-J
Day, to .154.9 on -Sept. ‘6, .1947.
The ' monetary. authorities: have

been " criticized. for -their failure

to stop this upward movement of
commodity prices. An analysis of
the princ¢ipal causes for the sharp
increase: of commodity prices re-
veals, however, that ‘there was.in-
deed. very little that they .could
have done to check this develop-
ment. The ‘rise in ' commodity
prices ‘since’ the -end “of ‘the: war

was due mainly. to. .the followmg .

factors:

/(1) The constant ‘increase i
wage rates of practically all or-
ganized workers,

(2) The lower productmty of

‘|1abor and equipment caused, . in

part, by bottlenecks, raw material
shortages and in .some instances,
actually decreased .. efficiency  of
labor, In some industries, notably
in ; building constructlon, these
negative forces are still operating.

(3) .The pent-up demand " for
all. kinds of commodities which
were not produced during the war
is very great and despite increas-
ing production’ the .demand- for
many types of goods stlll exceeds
supply,

(4) ‘The huge demand from
abroad, . particularly - as regards
farm products, which 'is in.part
responsible for the high farm and
food prices prevailing  in the
Exports of the
United States ‘for the year 1946

{eluding '$1,774,000,000 of UNRRA,

Lend-Lease,:. and private relief
shipments) as compared ‘with ex-
ports of $3,094,000,000 in 1938, the
Jast full, prewar year,. This factor
is still operating in the American
economy. -and .is .aggravated -by-
crop fa.lures jn many parts of the
world. During the first six months
of 1947; exports iricreased to $7,-
552,900 000 i.e.; an annual rate of
$15 bllllon, whlle imports for: the
same period were only $2,862,700,~
000 or ‘at the ‘annual rate of $5.7

; . - bllllon
Dean J. T. Madd'en

“5(5) TThe vast amount of liquid
iunds accumulated, during the war:
plus the -large current:.income
received by the people in the form'
of wages and salaries greatly in-
creased the consumption of non-
durable goods, . feiis,

(6) As. prices keep on rising
people. .are . becoming, -inflation
conscious -and: are. buying -and
hoarding goods with .a view  to
protecting: the purchasmg power
of “their current income and in
many instances: also of their sav-
ings. - These purchases coinciding
with'.the -heayy demand, for cur-
rent: eonsumptmn are’ dmvmg
prices 'still -higher- with -the . con-

sequent:~-demand . by labor for!

higher wages. 'Thus the spiral of
prices’ and wages is kept Ain:mo-
tlon vy

(7) Last, but probably the most
effective force in driving -sharply
upwards commodity prices in the
United : States,. was ‘the' too ‘hasty
relaxation: and- outright abolition
of 'war controls. It would have
been much better-for the country
as. a-whole - if  the excess -profits
tax, rationing, -wage .and .price
controls,”and: allocation of scarce

'materials had been continued for

another - year, until demand - and
supply ‘had been brought into a
position ' of .near-equilibrium, If
these measures -had been main-
tained : the - drastic  :increase in

prices. might have been avoided|

to a-large extent.. The blame for
the sharp increase in commodity

‘prlces, therefore, must be borne

in part by the people of the United
States‘who became impatient with
government regulations and con-
trols, in. part by the Administra-
tion which wrongly . anticipated
and took ‘measures to prevent de-
flation . while - -actually - inflatior
was . menacing . the : country, and

espec1a11y by the Congress whlch L '

generally favors inflation as ¢good .

‘business” and: is réluctant to-enact

measures..of .an ant1~1nflatmnary

.| character. .The entire Ppopulation;.. :

.land, partlcularly those’ who have
accumulated 'savings in the:form -

of bank. deposits, ..bonds,. mort< -

gages, Lfe-insurance policies, pen- |

sions;  and .annuities; is sufferin
from . the: decreased purchasing
power of-the: currency: ‘It would .
be obviously “unfair-to. criticize
the monetary ‘authorities’ for ‘the

mentioned government:controls.

H

-An “issue ‘of* $27,000 000 27/3%

Mystic “River - ‘Brldge ‘Authorit
(Boston-Chelsea Bridge): was oty
fered Oct.: 1% by -an: underwntxn

group headed jointly by the First
Boston ‘Corporation, F;.S. Moseley
& Co. and:-Tripp /& Co.;
Dated Sept: 1;:1947 and .due March
1, 1980, they are:being-offered :at -
991/2 and: accrued mterest 1o yxeld

‘approximately 2:.90%. :

Proceeds from  the sale of the
bonds are to be used to construct

‘a’high level toll bridge ‘without a
-| draw -over.the Mystic'River fro
.| the ‘Charlestown. district of Boston

to. Chelsea. to replace the ipresent
Chelsea : low: level - draw bridge
which ‘is inadequate to meet: the
needs of :present-day traffic, '’
..The bonds -are .:redeemable -in
whole .on any date not earlier
than March 1, 1948, or.in part by
lot on any mterest payment date
not earlier than March 1, 1951 at
‘prices :‘ranging -~ from: 105% i
called on or before March 1, 1949
to par “if - called after March® 1
1976,

.~ Annual gross revenue of thé
bridge has been estimated at $1,=
982,000in 1950, ranging up to $2,+
669,000 in 1978." These revenues,
it is estimated, will provide a debt
service coverage beginning at
135% in 1952, the first ‘year' of
full debt. service . charges, and
ranging up to 152% in 1979.7 ©

‘Mystic. RiverBridge Authority

is an instrumentality. of the Com-=
monwealth ‘off Massachusettsiau<
ithorized to cohstruct and maintain
the :new Chelséa Bridge, fotisiue
bridge revenue bonds to_.cover
the .cost- thereof, and to have sole
jurisdiction. over the . regulation
and collection of tolls. ;

Herrick, Waddell Offers
United Ulilities Pfd.

‘precipitate: repeal- of ‘the :aboves "

| Mystic River Bridge" ;
| Authority Issue of -
. $215msm Harkeled

g
",

| 'bridge " revenue {bonds :-of the-

Inc. o

3

Herrick, Waddell & Co.; Inc. on"

Sept. 30 offered 75,000 shares of
5% cumulative convertible pre<
ferred  stock, par.value, $10,.of
United Ut111t1es & Specialty Corp oy
retailers of household  appliances
and furnishings on aninstallment
or-credit basis.  The stock was of«

.offered at $10 per share..

Proceeds. . from .this fmancmg
will be used-as additional works
ing .capital for:the general pur-
poses -of". the company, particu=
larly in the expansion of the com+
pany’s sales activities. ‘Company’s
headquarters are. in Boston and
present sales territory comprlses
New : England and New York
State ;

Upon completxon of the prese
financing - the ' outstanding - capi+
talization: of -the - company/” will
consist of 300,000 shares of com-
mon stock of $1 par:value and the
75,000 :shares of cumulative con-

ertlble preferred: now -being ;of+
fered. Each share of the cumula-
tive preferred will be convertible
into two shares-of common, %

For the fiscal year ended April
30, .1947,. the company . reported
net sales of $2,182188 ‘and net
profit after.taxes of $230 362.: For
the three months ended Aug, 2,
1947 net sales were reported to be
$899.087.- -and. - net- profit after
taxes $113,513.

amounted to $9,742,000,000, (in-
hitized for FRASER ‘
p://fraser.stlou__isfed.org'/_
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Railroad Securities

The railroad market has. continued in the doldrums, awaiting a |

decision of the Interstate Commerce Cimmission in the rate case, It
“ had generally been expected that the Commission would take cogni-
‘zance of the serious plight of some of the major eastern carriers in
» particular and ‘act quickly enough to allow institution of the emer-
- gency ‘rate increases by Oct. 1. With the higher wages effective for

- the . non - operating' unions
. Sept. 1 and the operating brother-
;hoods demanding that any in-
i crease that they get be effective
.« Nov. 1,7an Oct. 1 rate increase was
.considered . essential 'to . sustain

v;egz’t;ings during- the last half of

Pending a decision on the
freight rate increase, the market
has been pretty well dominated by
«arnings estimates filed by the
individual carriers with the Com-
. mission in supporting ‘their peti-
“tion. =« These estimates generally

= make pretty sorry reading. Actu-
- ally, it is obvious that few, if any,
<of the major carriers could pos-
. sibly“ report as poor earnings in
. the last four months as would be
tnecessary to bring the full year’s
results down to the -levels of the
so-called estimates filed, What is
not generally recognized is that
- these figures filed with the Com-
_Jission . are ‘not ' supposed to be
_ estimates of what the 1947 earn-
~ings will actually be.  They are
.-merely designed to indicate what
- the individual carriers would be
-earning .under present conditions
if' they spent on the properties
- what  the management con51ders
. desirable, fiot essential,

For all but 'a small minority of

i the Class I carriers: October|’

~'is seasonally  the ‘best- earnings
* month and - the last third of the
.. year as a whole is highly profit-
.able; “If the’ potential earnings
filed by the railroads with the ICC
..were to be accepted as estimates
- of 1947 results this normal seasonal
. pattern would have to be consid-
- erably reversed.  Such a drastic
.“change hardly appears likely even
“with' the higher wages now - in
~effect and- the’ sharp mcrease in
. wirtually all other costs m recent
- months.

. There ‘were 33 roads that filed
«earnings-estimates. with the ICC.
A look at one or:two of them' will
be sufficient. to; indicate -the  fal-
. Jacy of acceptmg them as genuine
“ estimates.
8t. Louis: reported - net income ‘of
- $4,967,640 ' for -the eight months
through August.  This was almost
© $2,000,000 better than for the like
1 1946 interval. For the full year
1947 esivimates filed with the ICC
+ show prospective earmngs of $4,-
906,000 without any rate increase.
Thls would be  less "than ‘was
earned in-1946 and would indi-
cate .a net of a'little .more than
$60,000 for the last four months
of the year.  Even with the wage
increase it seems virtually certain
* that the company will earn ‘more
: ‘than that in September alone.

.~ Similarly, Illinois Central has
filed with the ICC estimated
. “earnings of $7,607,000 for the full
year 1947. - This would involve a
net deficit of over $3,000,000 for
*-the last four months of the year,
- Even in the worst part of the de-
- pression the road never came near
“ such - losses  during ', the closing
~months ‘of ‘any year,  In connec-

 Guaranteed Stocks
Bonds
Speclal Secuntles

BA P o

GUARANTEED RAILROAD STOCKS-BONDS '
. ‘1 25 Broad Street ‘Néw York 4, N.Y. !
¢ - Telephoneé BOwling Green 9-6400 """
il t';.. " Teletype NY 1-1063 -

one

-on ' Sept.-

New: York, Chlcago &'

tion with these figures it is inter-
esting ' to note. that 'the - usual
seasonal pattern (taking the 1932-

1941 average) ‘gives New York,

Chicago & St.- Louis Just about
42% of its net operating income
in"the last four months of the
year and Illinois Central better
than 45% during the same period.

It is difficult to see just what
purpose ' is accomplished by the
necessity for the railroads every
year to file, and have widely pub-
licized, ' very ' pessimistic = state-
ments as to prospective earnings.
It seems, however, that once the
speculatlng and mvestlng public
realizes that the statements filed
do not indicate the real 1947 earn-
Ing power a more optimistic feel-
ing towards railroad securities
may be looked for,

Upholds Regional |

Exchanges

James E. Day, President of Chi-
cago . Stock Exchange, contends
securities ' of  local - businesses
have best liquidity when traded
\ exclusively on regional exchange.

“It is'a misconception when re-
gional stock exchanges are thought
of "as ‘bush. league farms' where
players are tramed for the b1g
league, ; :
James E. Day;
Presidentiof '
The Chicago;.
Stock Ex-’
change ‘said |8
in an address - @
29
before the an-
nual.- meeting
of the Boston
Stock. E X
change, -
“Regional: |
exchanges?” "B
Mr, Day-.con-
tinued, “are-
just.as neces=
sary to cities
such ' as Boston as.  commercial
banks and investment. bankers.
There ' once’ was  a theory  that
regional exchanges served only
the-purpose.of .a proving ground
for local securities before they
ultimately became: listed on: a
larger exchange. This theory has
been disproved by recent studies
made of modern. markets and by
careful - analyses '« of - the 'factors

5 James E. Day

that lead to a good market for

any’ security. These studies fur-
ther show that securities of well
known local businesses have the
best liquidity when traded in ex-
clusively on a regional stock ex-
change, provided they have all the
necessary factors that make them
suitable for an. auction: market.”
He further stated: “Regional ex-
changes today are on the thres-
hold of a new growth, because of
the 'public’s ‘growing :realization
that a local market place is neces-
sary for the securities ' of loeal
companies,

“The : Chicago - Stock Exchange'

is continuing studies and planning
o further increase ‘and. improve
its faeilities,” Mr. Day ‘concluded:

Byron Switzer in Boston:

. (Special to, THE -FINANCIAL ‘CHRONICLE) .-

BOSTON, MASS. — Byron R.
Switzer'is conducting a securities

busmess from offlces -at 53 State‘

Street.”

-k
h B

making peace with Japan.
‘of “American. imperialism,”

party has kept
its  promises . B
and .done its
job.

In the field
of foreign
policy, - the
Republi=
cans have not.
had the' same
responsi=
bility, because
the’Democrats
still control
the "Presi-
dency. The
people dQ not
realize to
what ‘a large
extent the field of forelgn pohcy
is controlled by the President, and
how ‘ little  Congress has to say
about it.: Under the Constitution,
the President is given the power
to intiate ’all negotiations with
foreign nations and carry them
on in every field up'to the point
where 'a treaty is entered. into.
He has power to make ‘executive
agreements  with foreign nations
without the approval of Congress,

Robert A. Taft

*An address by Senator Taft be-
fore the World Affairs Council of
Tacoma, Tacoma, Wash., Sept. 25,
1947, ‘

A Revised Foreign Pohcv

. By HON. ROBERT" A. TAFT*

U. S. Senator from Ohio . iy

Republlcan Party leader, accusmg Administration of abandoning pnnclples of Atlantic Ch:\rter and ap-
peasing Russia, urges foreign policy be built around United Nations, and proposes a program to act, if -
necessary . without Russian participation, to maintain peace as long as our freedom is not threatened
Hopes for Russian agreement, and urges both helping Germany develop self-supporting economy and’
Says Marshall Plan based on “World WPA” will fail, and opposes policy

Says we should combat communism at home as well as abroad.

In the domestic field, the people elected a’ Congress for the purpose of eliminating
wartime controls, reducmg government regimentation, expense and taxation, and elimi-

nating injustices which had developed in labor relations. = I have shown that the Republican

and more and more' this power
has been developed, often, I think,
in derogation of the right of Con-
gress to-insist upon treaty rati-
fication.

The President’s pocwer* was also
tremendously -~ enlarged by - the
state of war and by war legisla-
tion,  Much of the war legislation
has been repealed, but the state
of war exists until the peace is
signed or declared.

In the field of the United Na-
tions, we have delegated complete
power to the President to direct
ihe actions of our representatives
in the Security Council and the
Assembly, so that the President
may. actually involve us'in war
without a declaration of war by
Congress. . In the: Reciprocal
Trade Agreements Act, we have
temporarily ' delegated . to. the
President' the power to reduce
tariffs by 75% from the statutory
rate without the approval of Con-
gress. ’

The truth is that unless the
President needs money: to carry
out the agreements or arrange-
ments he may make with foreign
nations, -he ' practically  does not
have to ask Congress for approval

of any important item of his for-
eign policy.  Just at the presem;

time, however, it is true that much
of our dealings with foreign na-
tions seem to require. cash from
the United States Treasury, and
so we have had to pass on the
British - loan, the appropriations
for relief, and the :Greek and
Turkish' loans; and' the Marshall
Plan, if developed, must be sub-
mitted to Congress, Even in this
field, however; it is difficult for’
Congress to repudiate agreements
made by the President without at
least bringing charges of bad falth,
on the part of ‘this nation, -

In general, I believe Congress
should hesitate to interfere with
the President’s foreign policy, un-
less. it  involves ‘us in the danger
of ‘an unnecessary war, Or pro=
poses to drain to an unreasonable’
degree the resources of our .tax-
payers and the product of our la-
bor. I believe it is a field where
Congress. should. not,. except. with
great provocation,. give  foreign
countries a picture ‘of a d1v1ded
America.

Republicans Tried to Cooperate

The Republican Congress: has
done "its best to cooperate with
the -President. ~Much. has: been
made of the so-called  bipartisan

(Continued on page 29)
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Canadmn

Secuntws

By WILLIAM 1. McKAY

W111 the present Canadian crisis pmve to be a blessmg in dls-
guise? Judging from recent reports from Ottawa: there is clear, evi-
dence that ltitle remains of any complacency in government.quarters
with regard to the Dominion’s pressing ‘trade and exchange problems.

“There is now: no disposition.to.consider time-honored. ‘palliatives ;and-

. Temporary. expedients, It is.now- reahzed ‘that Canada has reached

- the end of one era in‘her-eco«® d
employed. . instead . of : the bold=

- ;omic - history and. is at the thres-
; hold of another that is likely, to
- be-marked by -drastic changes in
. &anada’s economic pelicies,~- '}
. Whether Canada was right or
. wrong in restoring the dollar to
fits original parity.is no longer the
¢ Yurning question... The reversal :of
¢ this step obviously would do little:
or nothing to selve the essential
- problem of Canada’s imbalance of
 grade with this country.and em-
"' phasig is now placed on long-range
" gonstructive - planning, - Similarly
* when considerationis. given'to a
¢ possible U: S. loan its desirability
- is“judged by its long-term value
and ‘not as an easy ‘means of off-
' getting the current U.-S. dollar
deficit.
“ " More imagination'is commenc-
ing to be employed with regard
" 1o the possibilities of the develop-
" ment of the Dominion’s own re-
. sources and also to a greater de-
_gree of integration of the U. 8./
Canadian economieson "a ' more
- stable basis,  No longer does the
Dominion view. with equanimity
its anomalous position as the blind
buffer between-the ow‘rpowermg
WU.'S..and British ecotiomic ma-
: chmes
. The implications of thls steachly
. changing mentality in-authorita-
.- %ive quarters are tremendous. The
Government .of the Dominion has
hitherto been admirably adminis-
tered by a strong central bureau-

¢ gracy whlch ih the past has failed

{0 appreciate adequately- Canada’s
wunrivaled . possibilities of dynamic
slevelopment. Methods suitable for
an older static economy have been

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 Street, New York 5
¢ WHitehall 3-1874

CANADIAN
SECURITIES

Government
Provincial - - -

M unicipal
Corporate

‘| volutionary.

imaginative - planning which -

.essential-for. the proper. exp101ta—
tion- of the enormous unutilized
natural wealth of the country.. i

Thus Canada as a result of the]

abrupt -disquieting repeurcussions
of: the world economic crises has
-been - jglted. from. her. traditional
rut. - Without such stimulus .and
the necessity for drastic action to
meet ‘the. urgency- of the sudden
crisis’ ‘Canada might very .well

‘have been content to follow the

previous negative economic course
dictated-largely as a-consequence
of U, S. and British policies,
Now Canadian development
promises to be independently re-
In the past it has
been  ‘comfortably! convenient - to
import-freely from this country to
the neglect of the development of
domestic resources and to effect
payment by.the export to all parts
of the world of abundant surpluses

of agricultural and forestry prod-|

ucts and base metals." Today as-a

result -of -foreign - events beyond {

her . control ' Canada ' is . in ‘- the
anomzilous : position ‘of possessing
an ‘overall favorable balance of
trade but ‘as a conseguence of the
breakdown ~ of the ~world’s . ex~-
change' system has- an :embarrass—
ing -@eficit vis-a-vis ‘this‘country.
It is ‘to be expected that early
Canadian’ initiative will -be ‘taken
in an effort to solve this immedi-

ate problem and at the same. time |

it is likely:thata long—range plan
will be announced. in accordance
with which steps will ‘be ‘taken 1o
reduce - foreign  imports by the
energetic exploitation of ‘the vast| g
domestic  “potential - resources ' of
coal, ‘iron; oil, -and. hydrod-electric
power. At the.same time it.is also

| to~.be* anticipated .that- the objec~

tive ‘of -obtaining  freer -entry of
Canadian. goods to foreign:mar-
kets -will -be' actively pursued.
With the solution-ef the-relatively
simple” Canadian ~economic prob-

leni the way: would be clear: for] "
| the Dominion to resume its efforts

in cooperation with this country-to
implement the  greater: plan for
world economic rehabilitation,

* During the 'week the market. for

|t external- bonds was ‘steadier ‘as a’

result ‘'of a small demand ‘and an
inadequate supply. The internals
continued t0°sag in sympathy with
a further decline in' free funds

but the turnover was: negligible. o

Stocks also were lower following
the decling in'New York and the
hitherto - resistant’ golds also lost
most of their recent gains.

Joinis Straus & Blosser Staff

(Speclal to {THE- FINANOIAL cunomcm)

AUSTIN, . MINN. — Omer . - W,
Bradford has joined the staff of
Straus - &- Blosser,- 135 South. La
‘Salle Street,-Chicagp, members 6f
the -New - York Stock - Exchange:
Mr. Bradford in the past was with

-{ Merrill Lynch, Plerce,, -Fenner &

Beange,

Geo. M 'Vivian Now With
| Thomson & McKinnon

(Special to THI FINANCIAL CHrlomcrE)

DULUTH, MINN.— George M.
Vivian has become - associated
with Thomson & MeKinnon, Al-
worth Bul]dmg Mr, Vivian has
recently been in government serv-
ice. In the past he was an officer
of  Martin, Vivian ‘& Co.  and
Homer _Collins,& Co.; prior there-
to ‘he conducted his own invest-

«ment business in Duluth,

\G. J. Ourbacker Mgr.

0f New Kalb Voorhis
Gffice in Philadelphia

PHILADELPHIA PA, -~ Kalb
Voorhls & Col,

.members§ of
the.New York
Stock E x-
change an—

vl i vy

openmg of,
branch offici

in:Philadel-
phia at. 1500
Walnut Street,
under. the
managemnient
of George

Mr, Ourbacker
was formerly
Vice-Presi-
dent_of . F. J.
Young & Co., Inc., in charge o'f
the Phlladelphla office, ¥

B. A. Brooks Joins
E. W. &R. C. Miller
PHILADELPHIA, PA. ~— Benja-

min A, Brooks, for many yeax‘s
associated w1th the trading de;

George J. Ourl;aéker

3 Ben) A Brooks i ’]\ il

partments of G L. Ohrstrom &
Co. and W. H. Bell & Co.,. Phila-
delphia; is 'now on the desk of

W. & R. C. Miller & Co., mem-=-
bers of “the Phlladelphla Stock
Exchange, 123 South Broad Streef
Phlladelphxa

Hiscox, Van Meler Isf
Successor to Young Co.

PHILADELPHIA, PA—Thé in-
vestment firm of ‘Allan N. Young
& Co., Lewis Tower Bulldmg, has
-announced a, chahge in- personnel
due to the retirement from active
business of ‘Mr. Young. The ‘suc-

cessor firm is Hiscox, Van Metér|

& Co., which has taken over pred-
ecessor firm’s sales organization,
office . personnel - and offlces
Philadelphia and New York.

Officers of the new firm | lare:

Van  Meter, President;
Arthur G. Hiscox, Vice-President
and Treasurer; Sidney W. Tuttle
and ' Charles Gesmg, Vice-Presi-
dents, and Raymond ‘A. Cava-
naugh, Secretary ‘and Assxstan“c
Treasurer 1

leth K J. Brown & Co.

" (Special to THE FINANGIAL CHRONXCLE)

MUNCIE, ' IND. — Kenneth L
Caupp’ and Jack G. Lee are now
with K. J. Brown & Co., Wysdr
Bulldmg 5

Charles ‘E. Bailey; Addsi

(Special t0 THE FINANCIAL CHRONICLE)

'DETROIT, ~MICH. +—~Fred d.
Huber is  now connected with
Charles E. Bailey &-Ce., Pe 0k~
scot, Building, members of the' De-
troit- Stock Exchange. - e

14 |

i

[

{

With Wachob-Bender Cur :

(Special to THE FINANCIAL CHRONICLE) °

OMAHA, NEB.—Alvin - W.
Johnson has.. become affiliated
with Wachob-Bender Corporation,
212 South Seventeenth Street.

,nounce the,

Ourbacker'

inj

Dangers of the Depressed
Securities lnduslry

(Contmued from page 4)

by the opportunities which indus-
try and imagination - have been
able :to offer to . cour: ageous in=
vestors throughout the life of this
country

“In. addltlon to the crushmg taxes

-ont ‘personal and ‘corporate incormne,-
-our, legislation is so shortsxghted
|and unfair.as to subject corporate

income distributed as- dividends to.
double taxation. ; These  points
were clearly bmught out by Elisha
Friedman who was . our.. guest
speaker. at the .last. educational

J.| meeting . helg during : the past

season. Anothex deterrent; to in-
vestment. is ‘the .capital gaing tax,
which - fails to make d,stmctxen

| between balance sheet and income

account "items. ' Even admitting
the ‘bropriety of taxation en cor-
porate ‘income, although corpora-
tions are in reahty mere instru-
ments of production, it is quite
clear that.a capital gains tax on a
security transaction, which actu-
ally . represents .a balance sheet
rather'than an income ditem; is in
fact a capital levy with the usual
consequences of -a capital levy on
the desire of individuals to invest

in the first place or to make ap- h

to be definitely pohtlcal Hence;,
instalment spending is encouraged!
by the government, but instalment:
saving:via the securities marke‘ts.
is - practlcally prohibited. .. Care
anyone give me -a souhd reason for'
this discouraging ' situation? ' Un=~
der present regulations, we cannot:
do:a -good job “in selling elther
ell-estabhshed or “new” "sécuri=
ties, * Investors ‘are not only un-
able to buy sound. securities -0
the instalment plan, but they cahv
not make loans-on the best mars
ketable - collateral in- the  worlck
except under most severe restrlc-
tions. Many . formerly - sound in=
vestment accounts have deterior=
ated because of technicalities and,
in their frozen state, are not per-—
mitted to substitute more - desirs
able securities, . Investment mane
agement principles have had to be
disregarded, with the result that
not only has the broker suffered,
but also the investor te~an every
greater degree, < e
Foreign Sales of Securities ':"',
Ever since the war began there
been almost: continuous sell<

propriate changes in investmentsfing of American securities by for-

which have already been made.
Credit Restnctmns

Fmally, present Ieglslatlon and
admxmstlatmn of such legislation.
has seen fit to place obstacles and
restrictions on. the. utilization of
listed - securities ' for credit pur-
poses, - Although  listed  securities
are .second. only..to . cash :in the

|bank ‘as liquid available -assets,

government authorities have seen|
fit - to throw - special limitations
around,their;use. Under our pres-
ent bankmg regulatmns, securities
have a lower collateral value than
almost any other marketable asset
This' is in spite of the legslative
provision that the Federal  Re-
serve Board is merely empowered
to prevent the  excessive use of
credit “ in connection . with ' listed
securities, ~Certainly, no. person
of experience would regard loans’
of approximately 1% of the value
of listed securities as .being  en-!
titled - to- the description’ of “axm
cessive,” ~Yet  this’ - restriction
stands in the way of the confident
and. vigorous flow ‘of capital into
new industry, which is one of the
prerequisites of prosperity, Why is
this  discriminatory pélicy wholly
unjustified, being:: followed - by
certain leaders of the Federal Re-
serve - Board? -~ Why. do. these
vowers feel that mflatlon can be
controlled by restricting the use of
credit under Regulation “T’ {n-ths
best’ Federally regulated security
markets we have,

¢ During the war, consumer credit
was controlled under Regulation
“W,” but it-hardly could have ex-
panded anyway -without the pro-
duction of hard goods.  Since the
war, consumer .goods have been
produced, of course, and total con-
sumer . credit - now  probably ex-
ceeds  $11° billion, . as' ‘compared
with its previous record of some
$10.. billion in " 1941." Yef, debit
balances ‘of New York:Stock Ex-
change “member: firms amounted
to-only $550,000,000 at the end of
August, " or about. 5% ‘-of - the
amount ‘of ‘consumer credit - out~
standing.: Despite -this, Congress

‘tenacted -a-law. whereby the not-

foo-restrictive  Regulation  “W”
must be - terminated- on Nov.: I
next, whi¢h really ‘opens the door
wider than ever: for the expansion
of consumer credif. : Do you think
that - sales of . consumer goods

-would rise. if -buyers had to pay

almost all cash? - How long do you
think industry would be able to
operate at near capacity and pro-
vide 60,000,000 people with em-
ployment if buyers had to put up
cash almost in full? As I see it, the
restrictions against the instalment
buying of securities -is not only
discriminatory; .but it also seems

eign: interests. - Many of us haVe
expressed the opinion: that our
markets are desultory because of
this' constant dribbling of selling
Many - hundreds: of thousands of
shares are still earmarked for sal&
for ultimate conversion.inté d@llar
credits ‘which - will eventually -b&
spent on American goods, but ot
markets cannot function properly
under Regulation “T.”  Even ou

prime - securities : have such’ ex-=
‘tremely thin markets as ‘to make i

most difficult for anyone to exe=
cute even a  moderately mzed
order, ' Brokers are often -critie
cized for poor executions and all
holders, both. American and fors
elgn allke, are penahzed un]ust].y.
It is not only my opinion, but the
opinion of many eminent bankeré
industrialists ‘and politicians that
this deplorable situation  should
not exist;. that the Federal Re=
serve Board should have " th

power only to-limit the use of
credits in ‘the securities markets
if* such " credits  should = theaten
to work to the disadvantage of
industry in general,

* Should Take Action T

It s time ‘that something be
done. - This situation affects not
only our firms’ partners and other
employees, but also the many mil+ -
lions ‘of investors throughout thé
world. What can we do about it?
We should not just say somethin
should-he_done about it. Go ou?
and do your share-to. correct thi
most-unfair and uneconomie-sify-
ation. , Talk about it—write about
it—and = especially write 1o the
right people, such ' as important
membersof the Senate Banking
and Currency ‘Committee and of
the House Ways and Means Com-
mittee. . '

I am not lookmg at the problem
from any. special, narrow or, sel«
fish point of view because ‘this is 4
nation-wide problem, It-is not
only a capital problem, but also a
labor.problem as it affectspeoplé
at work. - People’ act better and
cooperate when they realize that i
affects  them .as well. We have'a
hard year ahead. of us, but:we can:
do the job. - It will take a lot of
effort and a lot of time. The fu<
ture of the economy of the Umtec; )
States is at stake and we do noz S
wish * elements - to “enter: into i
which would cause anyone to sell
it short. i

oy
- With Coffin and Burr
. Coffin & Burr, Inc., 70 Pme
Street, New York City, announce
that Horace C, Sylvester 111 1s
now associated with them

pitized for FRASER .
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- The Heritage of Amenca

(Continued from page 17)

! pofnt of v1ew, seemed to be ‘a
practical way of life.

With all. that, .the", threat she
presented still seemed remote, Her
. deficiencies as a producer, her in-
ternal . differences, . her - bloody

urges, 'so absorbed ' the : energy
and attention  of Russian leaders
as-to make it  most-unlikely that
she would éver appear as a threat
to ‘the peace and: security of other
natlons The activities of the Com-
mmtern, the active participation
of Russia: in the  Spanish War,

ere ignored as significant symp-
toms of the future,

. All this has been changed by the
: war Before' September, 1939 Rus=
sia was held in check by a power-
ful rival—Japan—in the East, and
by another—Hitler’s Germany-—in
‘ the West. Herlatent -aggressive

aspirations . did- not dare to ex-
press themselves ‘in the face of
two powerful potential foes. How=
ever, i’ August, 1939 Russia con-
eluded a pact with Germany pro-
iding for a benevolent neutrality
and the contribution of substantial
material to the impending military
campaigns of Germany.
"I am sure that when this event
is viewed with the greater per-
spective that time will permit, it
will be regarded as the certain,
mmediate cause -of - the  war,
Similarly, in April of 1941 another
pact of a like nature was signed
with' Japan. It is altogether prob-
able that the history of the future
\mll place upon: this act the same

causal meaning that'it will place

tipon the pact’ with Hitler,

| "As events turned out, - Hitler,
fallmg in his campaign to conquer
' Britain, . diverted.  his military
energy to an attempted conquest
of Russia. : Thanks to. enormous
uantities of lend-lease material,

" - the active and substantial .partie—

ipation in'the:war by this country
nd. - our. defeat' almost . single-
anded of Japan, -Russia was able
0-emerge.on the: winning side of
he war. Furthermore, mindful of
n ' implacable ‘conflict :between
er way .of. life. and ours, -she
played all her cards with a view
to® that ultimate struggle: Her
power dispositions did not suffer
from any . benevolen: faith @ in
universal. peace. As a result, we
" know now that Russia has won the
‘war ‘and that we, as the leading
efender and principal bearer of
he American heritage, have lost
it. ‘We have  simply ' substituted
one despot, - leading “one mono-
lithic state, for three others,
.~The .actions of = Russid = have
taused many of us to re-examine
with' care not only the past and
resent conduct of the Soviet but
he statements ‘of -her leaders-—
arx, Lenin and Stalin: It has be=
come increasingly clear that there
is’ no basis  for compromise be-
tween: men: who profess: such a
faith and-those- who believe in
ndividual freedom. In the third
lace, -the Russians have lost no
time in promoting their aggressive
designs. The recent coup in Hun-
gary, the  attempt  to  over-run
Greece, the -current disorders in
taly and - Franee, . all - suggest
ominously enough’ that the Krem=
_lin is. wasting notime. In:the
fourth ' place; the " activities of
Commumst parties throughout the
world have been actively . stimu-
lated ‘during this postwar period.
Strikes have been ‘fomented,. dis-
order engineered chaos and con-
fuslon promoted in order to retard
postwar recovery and create that
sense of frustration and hopeless-
pess ~which - constitute. fertile
ground for. revolution. . Finally,
the plopaganda assault .upon’ the
merican way  of life has been
stepped up, The spokesmen of the
party are agdin repeating ‘the old
Marxian premniise ‘of inevitable de-
pression, of a postwar - crisis’ so
stark and tragic as to make neces-
sary the abandonment of capital-
ism. They are playing all the
changes on racial discrimination

and' economic’ inequality ag twin
vices of a decadent society.’

The time has now passed ‘when
an” intelligent ‘American ‘can’ re-
gard this threat with indifference,
Indeed- it may well be -that the
hour is already too late. Vast sec¢-
tions of the world have succumbed
to the gold brick appeal of Com-~
munism; or to its ruthless power
pressure. If they have 'not. gone
the . whole way, they have.com-
promised on some hybrid dogma
that professes to offer all the ad-
vantages of Communism, none of
its vices; all of the virtues. of
capitalism, none of its faults.

It is hardly necessary to suggest
examples. In our own country we
had' an' attempt in the thirties to
bridge what is essentially an un-
pridgeable . gap. In 'due . course
and- after ample demonstration: of
its “essential - fraudulence, . the
American people repudiated: this
attempt. In other parts of the
world; they are still dallying with
temptation.. . ......

It is an open questron whether
the cirsis in Britain today, for ex-
ample, stems from the ravages of

war or the election ‘'of 1945, A |:

similar: confusion makes it diffi-
cult to assay the :real-nature ‘of
the French problem,

Americans, -at least as of.this
day and for the  time being, have
apparently had enough of revolu-
tionary social reform and are now
wondering how' they may  pre-
serve a free capital society against
further possible assaults from- the
Left.

In'' considering ; thls problem,
American’ spokesmen have tried
what: might' be called the ‘con-
structive approach. Little if any~
thing. has.been said abeout the:.de-
ception .and faults of.the “isms”
and much has been said about the
blessings -of. capitalism. . This has
been' the :stahdard procedure. of
the National Association of Man~
ufacturers, the U.:S; Chamber’ of
Commerce and other businéss or-
ganizations: They. have . sought
sincerely to avoid what might ap-
pear. to: be self-interested ‘mud-
slinging. . 4

The. value of this approach is
questionable. The. public mind. is
so. constituted as- to reject glit-
tering encomiums . upon ' individ-
uals: and “institutions. ' It relishes
much more a catalogue of sins‘and
defections. It is .for -this reason
that good newspaper editors fea-
ture on the front pages infractions
of the law and sensational trans-
gressions . of community peace,
rather than the eéxemplary be-
havior 'of some noted ' ¢itizen: or
the continued good fortune  of
some commuriity.

It ‘has always seemed so me to
be much better strategy to outline
fairly to the American: public the
shocking character of ‘Communism
as a possible alternative to a free
soc1ety In spite of the iron cur-
tain, in spite of rigorous attempts
on the part of the Soviet to shroud
living conditions. through' censor-
ship, an enormous volume of evi-
dence -is'at hand regarding  the
true character, of Communism.

Of ‘priine importance in defend-
ing  our heritage ‘would be @ de-
tailed description ‘of the ‘absolute
despotismthat prevails in Russia:
Within- the borders. of that vast
conglomerate land, including now
the satellite countries, there may
be ‘found none  of the freedoms
which ' the » American - cherishes.
There is no freedom of: speech, of
writing or assembly.. It is not pos-
sible safely to:argue for a change
of government.,  Personal move-
ment is possible only upon official
order,

A man’s total undrv1ded loyalty
is demanded by a jealous-state.
He may not, as he does so freely
in a democracy, divide. this loy-
alty into fractions; reserving, ta be
sure, a-substantial portion:for his
country,” and saving other. frac-
tions for his religion, for his fam-
11y, for hxs ‘school, for ‘his~other"

special . interests. - Because . such
fractional loyalty may -nourish
opposition to the state, iti is denled
in“Russia. " ™

. In the second. place, there has
been revived in this state in all its
horro1” one of the foulest institu-
tions of’ wl),ich‘me'n have been the
authors, .namely, human slavery.
The full story of this is not avail-
able. .Yet enough ,evidence - has
seepéd through . the curtain . to
make . it possible to ° appraise
roughly the outlines of this appal-
ling practice. This is real slavery,
with men and women serving un-
der compulsion -without compen-
sation,. constantly - under guard,
moved ; about,. without their con-
sent "and 'denied - the elementary
decenciés to which human dignity
isientitled. ..

One authorlty, David J. Dalhn,
estimates that the slave camps of
Russia’ contain’ not less: than 10,=
000,000 adults. - Arother, a former
high' official of the' Soviet ‘hier-
archy, Victor Kravchenko, -places
the figure - at <20,000,000. ‘. This
means-that from-10% to 20% of
the " adult population ‘of Russia
lives under ' conditions" far worse
than those to which our own Ne-
groes' were subJected before the
Civil War,

A’ third’ item that is receiving,
belatedly, ‘greater attention is the
level - and" direction ~of ' living
standards in 'Russid. It is often- al-
leged by people whose enthusi-
asm exceeds their knowledge that
itis only necessary to increase the
material -comforts  of  ‘men "and
women in-order to avoid ‘the dan--
ger' of Communism; The 1dea back
of ‘this ‘naive-assumption is -that
we; living: unider free ‘institutions,
are“in‘ some- way‘ competing " in
terms -of - material -comfort” with
Communism, that Communism be-
cause it has ‘eliminated ‘private
profit-has much more to offer the
individual: -

.The fact of the matter isthat liv-
ing standards’in Russia since the
days of the Czars have declined
vapproxxmately 40% and -they: are
still  going down. . Qur own De-~
partment: of - Labor. has recently
published - detailed = material " re=
garding real income and living
conditions in - Russia. . This mate-
rial' shows clearly. that the ‘aver~
‘age’skilled Russian worker sub=
sists at a much lower'living level
than we would dare to provide for
men on relief in the worst days of
a-depression,

The distressing condition of the
Russian; worker is diie.partly to
the preoccupation of ' his igovern-
ment w1th m111tary prOJects and in

part to  inefficient - production
which~.is inevitable in a state
where - management is selected
not on the basis of ability but on
the: basis of loyalty to a party line.
Ideological ‘reliability-“is' a “ poor
substitute for the intelligence and
energy which the prospect of per-
sonal reward brings out in the
management of private enterprise.

Finally; the threat which Com-
munism constitutes to world peace
should be - emphasized more " ef-
fectively than is the case today.
In all-fairness it must be admitted
that ‘our. own' government is fully
alive to this-threat and: that it-is
taking -steps to bring this to' the
attention of the' American public.
It recognizes that its own power of
negotiation suffers unless -it can
count -on ‘a:public-opinien resting
upon the same facts whlch gulde
government policy.

- Let’s review. the foregoing in-
dictment. ‘We have presented:a
picture of Russia as an absolute,
totalitarian : state - without those
precious personal freedoms which
Americans cherish.. 'We have re-
vealed a land in which the dark
institution of slavery in its- worst
form' has been revived:. We" see
a country of low and deteriorating
living standards, ‘the result of in-
efficient socialist production.  Fi~
nally; .we'see' a sinister' power of-

fering a threat to world peace, If

this ‘picture is negative and de-
structive, ‘it is negative and de-=
structive because it applies: to' an
aggressive, disturbing member-in

the family-of nations.- It is ‘neces- |-

sary ‘to draw such a picture be-
cause it represents a true portrait
and because it will help to dis-

Fqualify ‘a society which: pretends

to a superiority, over our own. *
Beyond  this it should be pos-
sible in our schools and colleges to

retrace .and describe- in modern.:

terms the character of our own
government:: The men who for-
mulated our Constitution lived in
a, world in which governments
made much'-the same claim, to all

| power  that totalitariant govern~ |

ments do today, with results that
were not greatly  different.  In
analyzing ‘the sorry condition of
18th’ ‘century society, -they were
greatly aided by- political philos-
ophers, “such -as « Hobbes, Locke,
Rousseau’ and  Montesquieu and
‘economic’ thinkers like' Adam
Smith.

As a’ result, the founders es-
tablished certain conditions under
which 'political . power was’ dele~
gated 'to' the state. They started
out with the premise that govern-

ment should have no more power
than was absolutely necessary. to
accomplish its purpose.- Power
was ‘divided geographically, with
a' portion allocated to the central
government, another portion to
the states, and the final and sov-
ereign residue left in the hands of
the people.

It was further divided function-
ally betweeni an executive, a legis~
lature and the courts. Finally, a
period ' was - placed upon this
power so that it would be impos=

sible for one man or one clique to -

1etam it indefinitely.

A second basi¢ premise ems
bodied in the Bill of Rights was
the concept of inalienable residual
power left 'to the individual upon |
which the state could not en=
croach. - These forbidden areag
included religion,
rights of expression, of movement
and of ownership;

Strongly implicit in the Constic
tution was the principle that the
way in which men make a living, - -
their right to assume risks as they
see fit, their claim to the rewards
of risk and energy, were to re=
main outside the legitimate prov-
ince of political power. -As we
know, this principle has not beent
fully - observed. - Social securityy
confiscatory income taxation, gov-
ernment -trading in commodities,
river valley projects and yardstick. -
government enterprise, all con=
stitute departures from this basie -
principle of the founders.

“As private citizens, what can we -
do to help preserve the American )
heritage?

(1) Encourage our officials td
useall: the "appropriate - agencies
of the government to direct a con~
tinuing - play of ‘powerful - light
upon our adversary. Similar en-
couragement should be offered ta
private 1nst1tut10ns and individ-
uals £ 54

" (2) Insrst that we reciprocate |
in every respect the tactics whick *
the Russians are pursumg in their
| dealings with us.” Our own Tom

Boushall serves on d U. S. Cham="

ber: of  Commerce - Committee -
which has already issued an able
report on this subject,
:(3) Examine carefully the per-
sonnel and' teaching programs of
our public and private schools.
(4)" Maintain a powerful mili=
tary force.
(5) With blunt diplomacy rest- .
ing on such power, to counteract
at every: point attempted Sovxet :

aggr ession,

v
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Securities Salesman’s Corner
By JOHN DUTTON -

It is. still -the. little things that count. The other day I was stand-
ing in a’ stationer’s when'a salesman I have known for some time
nodded to me. I walked over to him and he told me he was trying
to pick out.a get-well ‘card for one of his elderly lady clients who
had just returned from.a visit to the hospital. . The pains he took to
select the right card was something you do not see very. often.’ He
kept looking at one and then another card discarding each one as
unsuitable. Finally he spotted one and.said to me, “that’s it.)” I
looked at the card and saw nothing unusual. Just the same sort of mes-
sage you see on most cards of this kind and along the inside border
was a picture of a father and mother squirrel and their two little off-
springs sliding -down a hill. He took .out his pen and wrote “from
the” Gardner quartette,” and along side he wrote his name, that of
bis wife, and their two cHhildren.

~“You see how it is,” he said, “I have to be careful. I don’t know

this old:lady very well after all these years. She is a reserved type

of person. I don’'t want anything too personal in the way of a mes-

, sage. Yet she knows of iy family and she hasa good sense of

humor.” I'think she’lliget a’ kick out of this.” I thought to’myself

that-if this was the way this salesman attended to details concern-
ing his business, that he was definitely on the right track.,

.-A few days after this chance meeting I happened to see this same
sglesman again‘and he hailed me fromacross the:street. “Do you
remember that card I sent to the old gal the other day?”  he asked.
1 replied that I certainly did remember and what about it. He had a
big grin on his face as he told me that he received a four-page letter
fram - the - lady in question.. . She thanked him" profusely for: his
thaoughtfulness and told him how. much the card had touched her.

. Then she told him about several hundred shares of a certain railroad
stock that he didn’t know she owned and explained that her brother
advised her to sell it.. She thought he had better make the commis-
sion and also should suggest a reinvestment of the proceeds. He said
that card was worth.about. $200 in commissions to him. Not bad
work in these times is it? . : oy j

All around us there are opportunities for exposing. ourselves to
business.  There is a lot of business around we ‘don’t even know about
because  many of us have been looking at the walls in . our offices
instead of places where we can find it. Out- of my own personal
" experience last week I called a customer to keep him posted on a

certain situation not even thinking about suggesting another invest-

ment. I didn’t imagine the customer had:any available funds. But

it turned out that he did have them and he told me about it. If I

hadn’t called him on the phone to give him some news, I don’t think

that he would have thought:about any more. investments either at
_this particular time. :

. 'What I am trying to say here is this. If you want to do: business.
you must make the calls, see the people, and keep your ‘mind actively
alert,in seeking out avenues of approach to business, Maybe it is a
trade out of an unlisted stock into a listed, a sale of some special
situation, a revision of a list in light of present circumstances, a
chance to present a news item that may be. of special interest, a
reminder ‘that an interest or ‘dividend payment is due, or any one of
a number of services that you can render an old client' or prospect.
‘When a fellow buys a card for a quarter and whacks out a $200 com-
mission as the result, it proves one thing—head work combined with
a little effort is what pays off in this business or any other for that
matter, ; ; ;

First Boston Reporis
National Union Fire
- Stock 969 Subscribed

Stockholders of National Union
Fire Insurance Company of Pitts-

¢ +'share, 'Holders of the new ‘stock
were- then offered 'the right to
subscribe, at $25 per share, for
the - additional 180,000 shares, at
the rate of nine shares for each
11 shares.held. . o

Proceeds from the sale of the

- jannual dividend rate of $1.25 per-

burgh, Pa., have subscribed for|

_more than 96% of the 180,000
shares of additional capital stock.
$5 ‘par value, it was: announced
on' September 29,
piration of the subscription pe-
riod. The remaining 6 467 shares

were taken by the First Boston
Corporation and  associates, who
underwrote the subscription, and
were sold to a limited number of
. purchasers.
; At a stockholders’ meeting on
. Aug. 20 the then existing shares
_-of $20 par capital stock were split
four-for-one, resulting ‘in 220,000
shares of $5 par value, with an

at . the @ ex-|

180,000 shares will be.used to in-
crease the capital and surplus of
the company so as to improve the
relationship between. capital funds
and the greatly increased volume
of premiums- being written.. It is
expected that some or all of the
proceeds will be’ invested in se-
curitiex ~which - are ' qualified as
legal investments for the com-
pany, .

The company is primarily en-
gagedzin the business of writing
fire, marine and allied classes of
insurance, Of the total net pre-
miums written during the calen-
dar year 1946, approximately 62%

was fire insurance.
. \

 Chicago

Over-the-Couqter Quotation Services
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NATIONAL QUOTATION BUREAU, Inc.
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(Continued from page 7)
tions offered have been that there
has ‘not been' enough ‘plant, nor
equipment, nor raw materials, nor
fuel, nor transportation, nor labor
of the proper skills to turn out
the goods needed. These difficul-

widespread strikes; plant shut-
downs, by declines' in: some in-
dustries, in manpower productiv-
ity,! and by sharp general in-
creases in wage costs per unit of
production.2 In view of these con-
ditions - what could we expect
other than increasing prices and
inflation? .

In the history of this country
we have also had other kinds of
inflation, such as brought on by
unwise. legislation. Among these,
we have had inflations caused by
the unregulated issue of irredeem=
able paper money, or by the arti-
ficial stimulation of credit. In‘the
present -inflation = we :have too
‘much money, but it is still regu-
lated. 'We don’t have excessive
stimulation of credit, particularly
at the consumer levels. But there
are, nevertheless, some other ar-

opinion, of the gravest importance,

In your search:for the causes
of the present inflation and what
to do about them, may I urge that
you: consider what legislation, al-
ready on the books and what pub-
lic policies now in effect, may
actually be causing inflation? In-
stead of ‘passing ‘a new law.you
may . possibly: find that the need

repeal of some of the-laws al-
ready in effect. Among the meas-
ures which, in my opinion, de-
serve serious study is the Fair
Labor Standards Act of 1938,

Rising Wage Rates

Ever since 1939 wage rates in
this country.have been going ‘up.
They have gone up. because there
has been a labor shortage. They
have gone up without increases in,
or at least without any relation to,
productivity.. The rates of in-
creases in wages, have in general,
been at least twice as great as the
increases in' productivity. What
should we expect in the way of
economic effects when wage rates
go up twice as fast as productiv-
ity? These increases in wages have
gone into the. only place where
they could: go. 'They “have in-
creased - the -costs of ‘production.
As a consequence, -prices -have
gone up. It was inevitable tha
this should happen. ‘

From 1939 down to the middle
of 1945, with but few exceptions,
wage increases preceded. price in-
creases. During the period from
January 1941 down to the end of
the war, while prices were being
held in line, there were over 240,-
000 wage changes approved by the
government, many of them indus-
fry-wide. They were called ad-
justments. I never heard of an
adjustment. that wasn't an in-
crease. Before the OPA had come
to the end of its existence, these
wage increases had created a situ-
ation in the production ‘of goods
comparable to a spring coiled with
such force that, when released,
there was certain to be an explo-
sion. For a time some foolishly
believed that increases in produc-
tion  would take up this tension.
This, however, did not materialize
and, in the meantime, since 1945,
wage earners who have been mak-
ing demands for higher wages
have been like boys chasing their
shadows, trying to outrun the ris-
ing costs of living caused by their
own preceding wage increases,

This -should help us all to a
clearer idea of what is necessary
to regain control of the present
price situation.

(1) In order to stabilize prices,
to ‘check them from going any

1 “Productivity Changes Since 1939,”
Monthty Labor Review, December 1946.

2 Cleveland Trust Company Business
| Bulletin;~ July 15, 1947, i

ties. have been aggravated by|

tifical factors which are, in_my

is for the revision or even the|

higher, it is as simple as a, b, ¢,
that the costs of production" of
which wages and salaries consti-
tute, in general, and on the aver-
age, from 75% to 80%, must. be
checked from going any higher.
This is fundamental.

(2).The Federal and State Gov-
ernments have an important: part
to play in this stabilization, Every
artificial wage boost, such as the
establishment of a higher mini-
mum wage rate by law, is at the
present stage purely. inflationary.
There is much more to a minimum
wage law than appears on the sur-
face. .Increasing -the minimum
wage rate for the least employ-
able or marginal - worker is not
merely the means of raising the
costs of ‘production in industries
that employ marginal help, but
also the means of raising the wage
rates’ throughout ‘tne’ entire na-
tional' wage structure. When the
basic: wage rate is increased, all
differential wage rates must also
sooner. or later, but inevitably, be
increased.

Proposals to raise the minimum
wage rate by law are never based
on increases in production; -they
are ' simply - demands for * more
money. - This means higher costs,
and, .inturn, higher - prices.  We
must come to an understanding
that - these * artificial " minimum
wage boosts are at the: very core
of this inflation. To correct this
condition’ is a'matter of interest
not only to the publie, but in the
long: run to the workers :them-
selves. A vote for an increase .in
the minimum wage, fixed by :law
and. without reference to  in-
creased production, is .a vote for
inflation. ;

(3) Every shortening of hours of
work below: the hours in which
the optimum production can  be
carried on, partioularly if the for-
mer rates of pay. are- continued,
is likewise a direct cause of in-
flation. The Fair Labor Standards
Act of 1938, by an artificial and ar-
bitrary restriction placed directly
upon all interstate industries, and
indirectly upon-all- other' indus-
tries, ‘imposes a - 40-hour ‘work
week. This law removed the is-
sue of the number of hours to be
worked in any plant or industry
from the place where it should
have been settled all along, from
the scope of collective and «indi-
vidual - bargaining, -to meet: the
ever-changing economic conditions
of our country.

"The 40-hour work week law is
an: economic strait-jacket.’ There
is not the slightest scientific phy-
siological basis for such limitation
of working hours. The law was
the result of a depression psychol-
ogy and a desire to spread work.
When the demand for more work
and productivity came along:the
law remained. It may be doubted
whether most workers themselves
ever -desired ' it.- When the war
came on this restriction cost this
government and = its taxpayers
hundreds of millions of dollars in
penalty - overtime rates to war
workers. - It is now preventing a
more rapid recovery of civilian
production,

More important still is that no
one knows where this law is lead-
ing our economy.: There are no
facts,  positively no evidence, to
show whether the economy of this
nation, or of any other nation, can
be maintained on:as little as a
40-hour work week basis. I cer-
tainly do not know whether this
nation can produce-enough on. a
40-hour week basis to survive.. I
doubt whether there is any one
else who knows, In the meantime
we are rushing ahead under ‘a
public - restriction without - the
slightest idea:of where this law
will land this nation. I can only
tell you that of which I.am cer-
tain and that is that the 40-hour
week, generally applied, means
continuously - higher- ‘and- higher
prices for most of the necessitigs
of life. Beyond these, I fear e
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worse effects in our international
relations, - ‘ ’ ¢
I am well -aware of the fact that

the Fair Labor Standards Act of " ..

1938 exempts some industries, such
as agriculture, and the other pure-
ly -intrastate trades and occupa=
tions. These exemptions are high-
ly important . from a poht_xcal A
standpoint. But they are meaning- -
less from an economic standpoint.
The hours of work and wage rates
established in interstate industries
will inevitably spread, and in fact
are spreading, to intrastate indus- -
tries and even to agriculture.
We don’t yet know what the

effects of this law will be on our

economy. The war intervened and
postponed a clear-cut observation
at any earlier date. The real test,
however, is probably not far off. '
It will come, in.my opinion, when
the -40-hour;: five-day work week,
now common in the inducstrles,' is
applied to . agriculture. Can you
ix?magine what it will be like to
run a dairy farm on ‘a’40-hour, -
five-day work week? Canyourun
a' poultry -farm, a vegetable or
fruit farm, or, for that matter, any
other kind of fa .farm, under sqch
restrictions? - Will this law -drive

independent agriculture based on: -,

the small, single family ‘unit, into '
a system of  collective . farming,
where work in shifts may be pos-
sible? Is this what we want in -
this country? More immediately,- -

what will the effect be on food '

and textile prices? Does any one -
doubt. that, under the trends es—
tablished by this law, food prices >
will go still higher? Do we have. -
to:wait for disaster before doing
something to prevent it? ‘:
It is time that we should awake
to:the fact that the Fair: Labor
Standards Act, with " its nation-
wide minimum basic wage, rates,
to which = all differential “ wage

rates must inevitably be adjgst_ed, v
and with its senseless restriction -

of the hours of work that takes
no account of the varying eco-
nomic . conditions from area to
arear, from year to year, and from
month to month, is'a tragic mis—
take.

If there be any other nation
that would like to see the strength
of this country. dissipated and the
United States reduced to second-
rate importance, there could be no.
better. way by which to. accom= |
plish, this result thap through the
debatement . of = our :purchasing
power and at the same time.by. :
discouraging production by means .

such as prescribed in. the Wage _.

and Hour Act of 1938.. Every such
effort should, it seems to me, be
interpreted as an attack upon this .
country, an- attack that should be
opposed by every intelligent citi-
zen, whether an emplovee or.an
employer.  To stop further.inﬂa— ;
tion and to increase production we -
should get rid of such arbitrary .
and artificial restrictions. .
Recommendations for the '
Consideration of the Committee
(1) Nothing can properly cure
this inflation but increased pro=
duction and still more production.
Anything that will encourage pro— "
duction ~deserves -consideration. ]
Anything that retards or detards -
production needs elimination. -
(2) As a .remedy.for the acgte -
shortages and  consequent h}gh
prices by individual commodities, .
the Congress might go over the
list of items covered by our pro- .
tective tariffs and reduce or elim—
inate the tariffs on such goods as
our people need, for such time as
may be necessary to build up ade~
quate supplies to” take care of
present abnormal and inflationary -
demands. There - are . probably
many items on which the price -
pressures could be relieved by -
reducing. tariffs. One group that
deserves - especial attention, is -
lumber® and building materials.
Canada to the north of us, and the
Scandinavian® countries, : particu= :
larly ‘Norway, Sweden and- Fin- .
land, from whom we import paper

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




" Voluinz 165+ Ivumber 4034

‘THE COMMERCIAL. & FINANCIAL CHRONICLE.....

(1327) 23

pulp, ‘would, T “believe, ' be ..de~-
lighted to have the opportunity to
* ship  lumber ‘and building mate-
rials “into ' this 'country: and "at
prices that would put a real boom
into the building industry. It
might be possible to go a step
farther, by providing specifica-
tions and through reductions of
tariffs and other regulations, to
encourage the importation of pre-
fabricated -~ houses, = landed : in
knocked-down, compact form, at
reasonable prices. Such imports
would help this country to curb
the “housing  inflation. It would
also help to build up our exports
of other goods to those countries.
Other illustrations may occur to
any one familiar with our present
markets who will merely take the
trouble ' to look  over our tariff
lists.

(3). The minimum wage provi-
sion of the Fair Labor Standards
Act of 1938 should be repealed;

“or, if not.repealed,. should be al-
lowed to ‘stand at its present
amount - of “40¢- per  hour long
enough to permit the development
of - productivity per man-hour to

. the  point where" this'- minimum
wage and its effects ‘on higher
- wage differentials are fully coun--
terbalanced, either by increases in
labor efficiency, or by improve-
ments in technology. Present unit
labor costs and ‘prices are danger-
ously high and should be brought
down to  more nearly normal
levels. An increase in the mini-
_mum wage from 40¢ to 65¢ per
hour at-the present time would
set off:a more than 50% increase
in: wage costs throughout our en-:
-tire ‘wage  structure without the
slightest assurance of any increase
-in. productivity -and ‘with disas-
trous : stimulation to the entire
‘ present inflationary trend.

There is but one way in which
wages, .real wages,  whether at
basic or higher levels, can be in-
creased, and that is through high-
er productivity. There is no other

. way. Fixing minimum wages by
leg:slatxve fiat can do nothing but
raise costs, which in turn raise

prices: and extend the mﬂatwn |
Raising .wages by law, without
relation to product1v1ty, is. as
surely -unsound as issuing unregu-
lated, irredeemable paper money.

(4) ‘The hours-of work. provi-
sions in the Fair Labor Standards
Act of 1938 should also be re-
pealed, "It is-true that. we have
what is called full employment.
It .includes 'the employment of
some 20,000,000 - workers, out .of
the total of 60,000,000 gainfully
employed, who are working-40 or
less hours per week. -This is not
really full ‘employment in  the
sense of social needs. It is full em-
ployment at part-time work.

The trend towards the 40-hour
work week is spreading rapidly to
all intra-state  occupations,  in-
cluding agriculture. This law has
started a movement that has al-
ready cost this nation many hun-
dreds of millions of dollars, and,
unless:changed, - it will cost-us. a
great deal more. ‘It may. even-lead
to national catastrophe; :

Yes, as a -result of this short
work week, we have more leisure,
but we also have less food, less
of the raw materials needed for
clothing and less of many of the
other necessities' of life for our
own use, not to mention the needs
of other nations looking to us for
help. As a result of this law we
have ‘less production, less goods
and . consequently higher prices
As the effect of this'law is spread
to - more -.and - more - industrie-
prices are: certain to go still
higher, :

These provisions ‘in. the Wage
and Hour law spell a sheet waste
of the human resources of this na-
tion. ' They definitely weaken our
national strength.. If we do- not
change these policies we shall be
throwing away our obligations and
opportunities not- only for: higher
and better standards of living in
this country, but also for interna-
tional leadership just at a: time
when . we -need . such leadership
most. These provisions need your
careful study.

Blue Sky Law

Developments

(Continued from page 16)

ways rest on the applicant to jus-
tify their issuance. The. number
of warrants 'sought - to be issued,
the exercisable price, the term in
which they are. exercisable, and
‘the absence or adequacy of a step-
up in the exercisable. price will
all be taken into-consideration.”

Blue Sky administrators have
no objection to. options that run in
favor ' of stockholders.. ‘Nor do
some administrators object,  per
se, to options running in favor of
others, where modest -application
is made.

" 'The hue and cry, so to speak,
comes in those cases where un-
derwriters “cut themselves in” for
a substantial portion of warrants
and also in- some cases Wwhere
management does likewise,

Naturally, I can’t speak for all
on  this point, but in Ohio we
are now refusing deals with 15%
underwriting loads to which are
attached any form . of ‘warrants
to underwriters. Regardless of the
nominal present-day value of the
warrants, we consider this addi-
tional compensation, and thus on
statutory grounds we hold the of-
fering to be on ‘grossly unfair
terms.

In any warrant deal three prin-
cipal factors must be taken into
consideration:

-(1) .- Number - or ' Percent  of
Shares Under - Option—The ratio
of shares under option  'to the
shares outstanding after giving ef-
fect to.the public offering. and
any convertible - securities.” We
prefer. that shares under option
do not exceed 7% of shares out-
standing after financing.

(2) The Exercisable Price—The
exercisable price must not be less
than, and preferably more than
the . public offering ' price.. The
longer the term of the option, the

greater is the need of either an
arbltrary step-up’ in price, or a
price related to the future market
for the shares. ;

(3) The Term — We consider
three years the maximum accept-
able term - for options runmng m
favor of underwriters.

We administrators = have  seen
many . cases. of calls of additional
stock running in favor of manage-
ment, ‘Such is often introduced as
a reward for incentive, We take no
particular. objection to reasonable
incentive plans involving ‘addi-
tional stock. But again, the per-
centage of the shares under option
should be reasonable and prefer-
ably not more than 7% and cer-
tainly “less than '10%  of .shares
outstanding  after financing.

Recently, we have seen an in-
centive plan permitting a call on
stock ‘up ‘to 10, years. With the
extreme. change in earnings that
can occur in a decade, it is obvious
there can be an undue advantage
to those on the inside 'at the ex-
pense of other stockholders.

It- would appear 'that much of

our time is spent on the warrant
question. - Fortunately,  however,
the vast majority of the invest-
ment- bankers and dealers do not
tolerate underwritings that have
such objectionable contracts.

III. Our Objective
States do not have similar. Blue
Sky Laws. Traffic in every state
varies. Some  states have little
need for comprehensive  regula-
tion. That is one reason why a
uniform = Securities . Act - remains

more a hope than a reality.
We, in Ohio, continue to recog-
nize the value of the. various
reguluatory sections :of our' Act.

States in question:

(new act);

West Virginia.
Stock ' Exchange Listing

Virginia.

‘mont and Wisconsin.

Service of Process: Michigan,

1947 AMENDMENTS TO BLUE 'SKY LAWS
" (To October 1, 1947)
The following indicates the extent to whlch various States

amended their Blue Sky Laws during 1947. The tabulation
shows the subject matter of the amended laws revised by the

Definitions:  Arkansas (new act); California; Connecticut
Florida; Illinois; Indiana; Michigan; New -
Hampshlre, Washington and Wisconsin, ,

Exempt Transactions: California; Florida; Illinois; Indiana;
Iowa; Michigan; Oklahoma; Oregon, Washmgton and

‘Exemptions:
North Dakota; Oklahoma and West .Virginia.

Exempt Insurance and Utilities Securities: California; Michi-
gan; New Hampshire; North Dakota; Oklahoma and West

Other Exempt Securities: California; Towa and Michigan..
Registration Requirements: Florida; Ilhnéxs, Michigan; Ver=

: Changes in Filing Fees: - Illinois; Michigan, Mlssourx, North
'Dakota; Texas and Washmgton v

Financial Reports: Illinois; chhlgan and Texas..’

All Others: California; Illinois; Michigan; Missouri; Montana;
Nebraska; Oklahoma; Texas; Washington and Wisconsin.

Indiana; Michigan;

gy

Texas and West Virginia.

-

confined within the borders of our
state. Residents of . other states
benefit by the application of the
requirements of | the ' regulatory
states. We see daily the need for
protection at the onset. We are
convinced’ that' making examples
of ‘those who have committed
fraud is insuificient. We see con-
tinually ' questionable’ offerings.

are - attempted ' against share-
holders’ rights.”We see attempts to
mark-up assets, to ‘capitalize in-
tangibles, to bleed the corporation
through = excessive *salaries. We
can and do control some of these
evils at the time of registration.
The securities business so_far in
1947 has not been gratifying. In-
'vesting *has - been . done  more
cautioysly ‘~and ' speculation - -has
been less. With modest trends and
low volume trading, the publie is
little attracted to the market and
to new issues. In such times, it is
only natural for the investment
banker to complain, Wherein does
the trouble really lie? Is it oppres-
sive Blue Sky regulation? Shoyld
Federal control be lightened? Why
is it that public offerings are not
receiving better reception? Is it
that dealers are doing a poor job
-of 'distribution?  Have' they ' lost
their- salesmanshlp" I'believe we
can find ‘the answers elsewhere.
The public’ today is: demanding
quality in its investments. Many
quality securities at 10 times earn-'

ings and 5% yields can be had
in many listed ' and = over-the-

We see continually the abuses that |

plenty that new offerings must
have value to compete. Therefore,
in many cases; I believe the fault
lies' with the corporations. They
are not.always interested in giv-
ing good ' value. They : want - the
top price. They want the insiders
to have the special’ advantages.
They' want capital but ‘they are
unwilling ‘to: pay‘the respect and
dividends due the contributors.
Many ‘companies = maintain ex-
cellent . public = relations - with
everyone. -except- their' security
holders. Unions in behalf of labor
have grown in size and power, No
one represents the- shareholders.
Must we have: unions for share-
holders? In this growing industrial
nation; the respect of not the big
but, the little capitalist: must be
gained,. those many, many people
holdmg small stakes in big busi-
ness. A
wooing is in order. A little more
decency and fair treatment will
produce = more ready ' investors.
More straight-forward, “'clean
plans of financing should be' the
order of the day.

Here are Blue Sky Admlms-
trators, investment bankers,
lawyers and accountants and rep-
resentatives from Federal authori-
ties and associations. Our

professional positions ‘are - differ-|.

ent, but our thinking:and acting
need not be, We are in fact work-
ing for one basic objective  —
for the proper flow of capital—
that more  capital shall be pro-

vided our growing industrial na-

counter markets, This is proof tion. And by making available

little - more ' corporate]

Vs
fair investments.and reasonable

speculations for those with money.

In our deliberations  here, and
in the future, we should strive—
for a fuller .understanding—for.
more cooperation—for the proper
flow. of capital.

Robert W. Allison Wllh
Coffin & Burr, Inc.

(Special :‘to THE FINANCIAL: CHRONICLE)
BOSTON, MASS. -— Robert W.
Allison  has become associated
with Coffin & ;
Burr, Inc., 60
State Street,
members: of
the Boston
Stock Ex-
change. - Mr.
Allison wa's

[ formerly asso-

ciated ~with

Adolph Lewi-.

sohn & .Sons

in “New York

City and prior

thereto. was
Manager of: A
the bond trad- ’

ing depart- . Robt. w Allison

1 ment for Lau-

rence M. Marks & Co. In the past’
he was with ‘Hardy & Co. and
Edward B. Smith & Co.

McPhail Candy Pfd.
And Common Offered .

A banking syndicate headed by
Brailsford & Co.,. - Shillinglaw,
Bolger & Co., and Straus & Blos-
ser on Sept. 30 offered to the pub-
lic:100,000 515 % cumulative con-
vertxble preferred - shares ' par--
value $10 per share and 200,000
$1 par -common shares of  the
McPhail ‘Candy Corp. The prefer-:
red stock was offered at par and

the common stock was priced at
$6 per'share,

""Proceeds of the preferred stock"
will be used for retiring a bank
loan, acquiring machinery and for
additional working capital. Pro- -
ceeds from  the sale of common
stock will accrue to an officer who
is disposing a portaon of his hold-
ing.

With Gordon Graves & Co.. -
(Speoigleto. TiE FINANCIAL CHRONICLE) ;
MIAMI, FLA.—Michael W, Sul- ..
livan has become’ affiliated with -
Gordon Graves & Co., Inc., Shore»
land 'Arcade ' Building, . He was

formerly with Florida Securities
Co. v '

September 30, 1947

Also, we believe that the salutary
effect of our supervision is not

le announcement (s neither an offer to sell nor a solicilation of offers lo buy any of these- securities:
The o_/_/e/uz g -Ls made only by the I’ro.rpcduw

i LRGN 1

75,000 Sha\_res

United Utilities & Specialty Corporatioh

5% Cumulativé Convertible Preferred Stock
(Par Value $10 Per Share)

- Price $10 pér Share

Copies of the Prospectus may be oblained within any State
Jrom the undersigned only by persons to whom the under-
signed may regularly dulubuh the Prospeclus in such State,

Herrigk, Waddell & Co., Inc.

b Gy
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~ The Outlook for Business

(Continued from page 2)
has increased greatly since 1929.
' That increase in population has
been accompanied since 1932 by
an almost uninterrupted improve-
ment in the standard of living of
the mass of American ' wage
earners.. - This improvement has
been particularly striking in non-
durable goods such as food and
clothing, :
" 'The result of the dual phenom-
enon of increase in population and
rise of living standards has:been
an increase in national income of
more than $100,000,000,000, from
$87,000,000,000 in 1929 to around
$190,000,000,000 in 1947. Adjusted
for price change, the 1947 figure
for national income would still be
about $150,000,000,000, or $63,000,~
000,000 more than in 1929, :

Abundance of Purchasing Power
+ And the Deficit of Products
“Upon this expansion of gross

demand the war and the postwar

period have exerted several major
influences. The first is the deficit
~in many  products, particularly
consumer - durable' goods  like
ouses and automobiles, resulting
from the banning of their produc-
tion for the four years,: 1942
through 1945. Another influence is
the effect upon ‘the economy of
unprecedented full employment at
high wages and, with the purchas-
ing power so generated, ‘a desire
and ‘demand for ‘more and better

. appliances, for more and better

. clothing, for more and better diet.

.. Since 1939 the increase‘in annual
meat consumption alone is: esti-
mated at 20 pounds per capita or
two billion, 800 million pounds for
the entire population; a mere mat-
ter of some five million steers,

“Rain Checks” on Future
Production ;

The bulk of the $300,000,000,000
expended by the Federal Govern-
ment for our military require-
~ments  found  its ‘way- into : the
pockets by American wage earners
and farmers. Much of it was taxed
away but for more than 150 bil-
lions of that dollar amount no
offset was available in the form of
consumer goods: This unused pur-
chasing- power " corresponded - to
rain checks ‘entitling the holder
to convert desire into actual de-
mand . on .- the  resumption of
civilian production in'the postwar
era,

With the end of the war, em-
ployment did not fall off, despite
the dismal predictions of govern-
ment economists, and there was
little reduction in take-home pay.
On the other hand, the reduction
in hours and days of work effected
an . increase in the leisure time
available for consumption,

. Present Economy Dominated by
The American Consumer

"/ "The net of what we have said
so far is this compelling fact: the
sAmerican consumer, who repre-
sents the major portion of the
gver-all demand now ' straining
our * productive ' facilities, - has
grown enormously in stature and
dox_mnates our present economy.

; If we look beyond the kingpin
of our economy, the "American
consumer, the call on our produc-
tive' mechanism becomes not less
but even more strident. With the
ending of the war; there was, of
-course a marked decrease in the
production of war goods. But the
.expenditure of funds for war ma-
terial has remained at a level far
higher than was: expected — 'in
fact, at a level actually sufficient
for the requirements of all pre-
vious shooting wars. Twenty bil-
lions of dollars annually repre-
septs our present “peacetime”
military appropriation. Of this,
probably about half is for food
arid wages and the rest for equip-
ment, s

. Demands of Foreign Nations

b ; To the American economy the
e_ndmg of war meant one other

change of form. The demands: of
foreign nations upon us changed
from ships and planes and guns
to' raw material, ‘machinery, tex-
tiles, and food. Whereas between
1921 and 1939 our peak in gross
exports had been $5,00,000,000
and-in net exports $2,000,000,000,
our overseas shipments recently
hit the annual rate of about $18,-
000,000,000 gross and $10,000,000,-
000 net. The support of this fan-
tastic lack of. balance  in: foreign
trade is, of course, American
loans, American gifts, and Ameri-
can purchases of foreign gold at
inflated ' values. - The problem of
continuation is real; but the, im-
mediate effect is to add tremen-
dously to the call for goods. .

Certainly one can‘say that the
demand side of the:American eco-
nomic equation has been subjected
to potent, substantial and frequent
shots of adrenaline, How durable
the effects will be is conjectural.
At the moment, demand certainly
constitutes “ a rather explosive
force.

e

The Supply Side of the American
Economic Equation
Measured against the dynamics,
one is tempted to say dynamite,
of the demand factors, the supply
agencies in - our economy have
been pretty static. ;
Population increases should, o:
course, increase the number of
producers and ' consumers ‘alike.
But the  changing :trend of  the
birth rate has weighted the gen-
eral population with babies and
children. They are consumers and

‘not producers.

Methods for Increasing
Produuction
Our: present  production levels
require the use of practically all

of our employables. Production |

could be-increased, of course, by
working longer hours. This “out”
appears: to: be: effectively pre-
cluded by the emphasis on regular
hours ‘in° current - labor contracts
and by the premiums necessary
for  overtime,  with -the -attendant
problem of further rises in costs
and prices. - : :
Production could also: be in=~
creased by a rising level of labor
productivity. - However, the ex-
pected improvement in this regard
has' not- transpired—in fact, pro-
ductivity has decreased somewhat
over the past seven years.
. Against fewer hours of work
and a trend- toward less produc-
tion per hour, the American offset
in the past has been an increase
in mechanization: By this method,
even in the face of shorter hours
and increased wages, productivity
has been so stepped up in the past
that costs per unit of production
have actually. declined. The rec-
ord of -the American plant ac-
count, however, does not indicate
marked increases in miechaniza-
tion in recent years. On. the con-
trary, it has. actually = shrunk
drastically,

Plant Capacity and New Capital

There are no accurate measures
of plant- capacities; But- on the
basis of measuring devices - that
seem’ adequate, it would appear
that'the American' plant account
is- short of “its "proper ‘amount by
a minimum of about $40 billions.
Part of .this shortage comes from
the need of supplementing pres-
ent “depreciation” rates that no
longer give protection at existing
price levels: The major part, how-
ever, comes from a deficit in the
supply of new capital as measured
against the amounts made avail-
able during, the ’20’s.

This estimate of $40 billions
does not take into account changes
in the standard of living, nor in-

creases in world demands upon
us, nor changes in. levels of pro-
ductivity. It is a' statistical short-
age which probably understates
the actual condition. :

The construction of plants dur-

ing the war modified the picture
but little, since so little of the
war plant went for civilian prod-
ucts. The. civilian ' economy
profited. little  from : war ships,
planes, guns, and atom bombs.
‘No, it would appear that the
supply side of the American eco-
nomic equation has not been' ade-
quately ' expanded to balance the
forces of demand.. Maybe ‘that’s
why the battle has gone as it has.

Causes of Inflation

Basically, inflation in an eco-
nomic sense results from the com-
petition of .adequately financed
consumers seeking to support their
standard of living with an inade-
quate supply of goods. The re-
sulting battle for goods will ex-
press: itself in rising. prices—and
the only, the only means of meet-
ing the requirements of the estab-
lished standard of living at any
prices is the production of suffi-
cient goods to satisfy that stand-
ard,

Greater National Product With
Less Plant

One of the wonders is that
American: industry and agricul-
ture, have done so much with so
little. With baling wire and hair-
pins and ingenuity and' frenzied
effort, we are turning out a na-
tional product’ more than 100%
above that 'of 1929, and actually
with - less 'plan, comparatively
speaking, than we had then.

“How: quitkly will the tools]

needed ; for . increased production
be converted from hope into fact?
Will hours be lenghtened? Will
productivity be increased rapidly?
Will plant and equipment be ex-
panded?

* Appraisal of Future Behavior of
The Demand: Factors

The future hehavior of the de-
mand factors is also difficult. to
appraise. The American payroll
is at an all-time  high. Will it
decrease, and if so, will it be be-
cause  employment will. decrease
or because wage rates decline?
Will the markets for automobiles,
homes, industrial : buildings  and
agricultural implements be sated
in 1947 or 1948 or some later year?
Will*the demand for food con-
tract? Will the $150 billions. of
savings be husbanded or be ex-
pended if take-home pay begins
to shrink? Will agricultural in-
come go into a nose-dive—and. if
so when—and could there be some
decline in farm  prices without
damage to the economy? Will the
U. 8. Government  continue ' to
give huge credits to foreign na-
tions? If not, will exports decline
drastically? And if a substantial
drop- takes place, would such a
development contract the volume
of business: or merely lessen the
pressure upon prices, with no real
effect upon volume and employ-
ment?

The Economy “Pretty Much in
Balance”

These are the questions which
each individual must answer be-
fore reaching a judgment about
the nearby outlook for business:
My own judgment is that the in-
flationary forces in the economy,
have not yet been spent. The fac~
tors of. demand still have explos-
sive force—and the elements of
supply -give no indication as yet
of sufficient 'expansion. = Doubt-
less there are serious maladjust=
ments and disequilibria in the
economy at present, but the eco-
omy as a whole seems to be pretty
much in  balance.  In  general,
prices’and wages are in balance;
strange’ as that may seem. Pro-
duction’ and consumption’ are’ in
balance. Inventories are not ex-
cessive for the present level of
business. Consumers speak of re+
sistance, but seem to offer little.
On the whole, it seems to me that

sion is made have not been pre-
ponderant since the war’s end and
not likely in the very near future
to swing the balance “in our
economy.

If we lift our eyes to more dis-
tant economic horizons, the' pic-~
ture of course appears more hazy.
But - as' some of the discernible
long-term elements differ so bas-
ically “from those of the nearby
situation; it is desirable to attempt
atileast a bit of economic:astrol~
ogy.

The Past Hundred Years
| There is really only one way to
read the future, and that. is to
study the past, For over-100 years,
the past. tells a story ‘wholly un-
like the sellers’ market of today.
From 1840 to 1940 prices in the
U. S, showed little over-all
change, and if improvement in
quality is taken into account, then
prices fell substantially over that
century. During the same period
wages increased six-fold. That in-
crease was cancelled out by in-
creases in productivity, which in
turn: came from the benefits' of
mass production. - But mass pro=
duction ‘depends upon huge vol-
ume and the' efforts to win that
volume apparently' required’ that
the benefits of production econ-
omies ' be ' transferred
sumers in the form ' of lower

prices. 2

Production and the  Standard
Of Living

The history of a nation leaves
strong imprints - upon - its  people
because it is its people who print
the history.  Surely, on' the basis
of our people’s behavior 'in the
past; ‘increased ‘- mechanization ' of
industrial and ‘agricultural proc-
esses’ will ‘again become a great
force in the economy. Some day
America - will - reawaken to  the
realization that the average stand-
ard of living: depends primarily
upon production.: Once that basic
truth is' recognized," the skill of
American - management - will - put
our industrial machine: back on
the path which, for over 100 years,
led to-the absorption  of: a six=
fold increase in wages into -a de-.
clining cost and. price structure.

Unless that happens, the Amer-
ican standard of living, which has
moved up with the passing dec-
ades to a point unequalled in our
own history or in that of any
other nation, will move down, For
if less is produced' per- hour of
labor, less will be available for
each hour the wage earner: labors.
But if productivity does increase,
as we confidently hope it will,
more and ‘more products. will
gradually move from a sellers’ to
a buyers’ market. ..

Some . day' the economies of
other nations will depend  less
upon America and will increase
their exports to the competitive
markets of the world. Our: cur-
rent export surplus will some day
be replaced by the import balance
proper to an international creditor
—and the goods which enter ‘our
ports will add to the supply avail-
able to American consumers.

Industry’s Break-Even Point
Raised

In the meantime, however, the
rising-level of wages and salaries
and the rising cost of building and
machinery have raised- the break=
even point of America’s commerce
and industry. ‘A - much  higher
volume is therefor¢ necessary to

assure profitable operation. When
the forces inherent in the Ameri-~
can: economy reclaim their pre-
vious- position, then the pressure
again will ‘be upon price in order
to- achieve for industry the vol-,
ume necessary to reduce costs.and
create’ the  benefits of mass: pro-
duction. e
Reflationary Pressure of

Industrial Capacity Upon Price

During' times like these when
the inﬂationa;y, forces arebeing

to con- |

agencies; 'it’ indeed seems . far- .
fetched to talk of the:deflationary
pressure  of industrial “capatities
upon price. Perhaps World W:-}r
II with its political and economic
ideological consequences has
changed: for all time the-balance
of .forces.  But .it.is difficult: to
dismiss 100 years ‘of. American
economic - history -and  the . indus-
trial- habits and: customs  devel-
oped over that period. If we have
faith that the past century rather
than the present. year is more
truly typical of our economy, then
the day will come again when the
demand -of mass production for-a
huge and increasing sales volume
will once. more force us to call
upon the instruments of intensive
selling. - These -are-the. tools with
which - we - have - fashioned : our
miraculous domestic: markets.
They include intensive and exten~ :
sive ‘use -of -advertising.- - They -
count among. their number. frac-
tionalization of price through in-
stallment selling,  whereby -auto-
mobiles and radios and mechani-
cal refrigerators are purchased by .
30,000,000 families instead of the
hundreds of thodsands who could
or would buy: for cash. ;

A Rising Standard of Living
Behind Produet' Demand

Behind the specific demands for
goods is the economic and social
force of a rising standard of liv~ .
ing. This is' what makes the
American = family “such = fertile
ground ' for the’ development' of .
domestic markets. . Here 'in this
country’ there ~are 'no tabdos -
among classes of ' consumers—
there is no sense ‘that desires for' -
goods 'and ' services should be
graduated according to 'social :
strata. * For 'purposes of desife -
and ~demand, all American men' -
and women - have' been - cres :
ated equal. | On that future day
when goods are available in ade-
quate - amounts - for  the  them
existing : standard’- of living, the
competition' for goods among con~ -
sumers will subside from its pres< ’
ent state of frenzy, and 'once more -
will  the’  competition ‘beé among -
American suppliers to have their =~
goods included -in the family
budget. When we arrive"at that
day, the chief answer to the needs
of. production. for increased: vol-
ume will lie in the advancement
of our standard of living. It will |

become ' necessary  to ‘encourage

people to want more of the exist- °
ing goods and more of the new ’
goods which research and produc-
tion will make available. ;

Standard of Living the “Keystone .
of the Economic  Arch” Called-
America fiii d
‘That is why in' the long run all *
of us have such a heavy stake in °
protecting and advancing ' our -
standard of living. Sociologically, ®
it is the measurement of the well -
being of our citizen. Economically
it is the keystone of the industrial
and economic arch called ‘Amer-
ica. 2 :
Will tax laws and labor prac-,
tices 'and’ management  attitudes
make possible’ the proper devel~
opment and advancement of our
living standards? I don’t know. °
Will capital be available for the '
expansion: of capacity and for the ’
developrnent. -of the new. enter= -
prises ‘necessary to - assure : em-< :
ployment ‘and: provide substance
for improved material well being? -
I don’t know. Will leadership in *
government,  labor, - business “and
banking recognize ‘its own vital -
interest in' economic' statesman=
ship as contrasted to an exclusive
interest in today’s results and to= :
day’s opportunities?. I don’t know.

Faith in-the Future :

But I do have faith. We, as a .
nation,. have built. an. economic-
edifice' that has no equal; and I .
cannot believe that the leaders of -
tomorrow will ‘destroy the heri=.
tage of the past. !
The long-time outlook .is trou-
bled and" uncertain—but for me, -
it is one:of hope. Gt

the elements out of which depres~

i

examined: by Congressional
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The Technical Viewpoint

“(Continued from first page)i

il the zone 205 to 225 ‘Dow Jones
~Industrials’is achieved, :
" In recent years the market has
guickly - discounted - changes . in
" public psychology I believe this
- technical " fact will continue.
. Therefore when present indiffer-
“ence  toward  American common
. stocks 'is* supplanted . by confi-
" dence in the future of thé Amer-
 dcan- ‘economy, the : demand: for
. equities  will find a- tight situa=
“iion ‘and thin markets. Thé scram-
- ble for stocks will ‘quite likely
cause an advance ‘as swift and as
extensive as the last change which
" brought : about. the ‘May- -October,
1946 decline of 50 points in the |
.. Dow 'Industrials.” This was an' all
“time record move for itsshort
- duration and wide extent. I now
“expect an upside move\of about
the same approximate character

No, I do not expect its full ex-.
tent in a few days or weeks. But,
- subject to minor setbacks from
< indicated zones of minor offer—
ings, a sustained’ advance is now
‘- clearly indicated by my Money-
 Flow work to be a very strong
probablhty

The Ralls

Until now we have been dls—
. cussing the indicated probabilities
of the Industrial  Group. ' The
. Rails too are in excellent techni-
- cal position;  For the Dow Jones
* Railroad Average there is indi-
. cated an advance. to 74-80. of that
~average. Zones of probable mmor
~ offerings ‘on ‘the way up ‘are in-
" dicated to be in the v1c1n1ty Uf
' 58 10 61 and at 65 to 69."

" This is a Bullish picture Wthh
. I paint for you and T realize many
- of my readers will want evidence
i %o back up this conclusxon. I shall
try to supply it,

Historical Background

First let’s go back a bit so as
' to réview previous indications of
-my- Money-Flow work.
During - February, ‘April, May,
* June and July of 1946 when my
. work warned of a developing top
-and I urged profit taking, most
" services were very very Bullish.
. 'When I said at.that time Sell and
: hold cash—a break to 165-170 is
indicated—few would believe the
: evidence , which. my Money Flow
. studies supplied. Later:in- Octo-
- ber and November of 1946 I wrote
. “Who Said Bear Market” which
: 'was published in the, “Chronicle.”
. In that article, I said; “no nearby
- depression 1ndmated » “we  will
. shertly enter another period - of
- expansion. and- increased produc-
- tion” and ‘“conditions now favor
: continuation of 'Bull : market.”
. That  developed; to be the very
" bottom of the move and stocks
backed and filled in the zone 160
to 170 while good investment buy-
. ing was taking place. Informed
: insiders were picking up bargains
.- in anticipation of the uptrend
svhich followed. - Remember the
wail of the-Bears at that time?
Recently as the Tndustrial Aver-
. age dipped: below the 176 lavel
- during early ‘September, I wrote,
: “This is 'the timeé for mvestors
to complete buying in anticipation
< of a new uptrend, mdlcated to. be-
; gin soon.”:
These conclusxcms ‘were all
based on my studies of the move-
© ments of ‘money. into’ and out ‘of
© the market, which is so helpful
< in mdlcatmg what is taking place
- under the cover of the movements
- of the averages from day to ‘day
 and ‘week'to week,

- In further support of my con-
. ©lusions I shall. analyze first the
technical pattérn and position of
the ‘averages; then similar’ facts
now developing in'.a number of
indusfry groups and finally some
fundamentals which to me clearly
1 support my viewpoint, -

The Dow Jones Industrial
. Avérage X
After the decline in 1946, from
212 to0 161, the market backed and
filled in a base level of accumu-

¥

lation between 160 and 170.

upper resistahce zone-of a-trad-
ing - range when in February; 1947
it-topped off at 184.. The Febru-
ary: to.May decline carried the
industrial average -down: for.ia
double "-bottom. test: which held

-critical levels -in ‘May: -On May |

19 when an intraday low of 161.38.
was established, I wrote “This' is
a turning point climax—the minor
correction -i§" complete . and * the
Main Bull Movement is being re-
instated.” = An- uptrend “followad
which carried the average through
the ' trading "range ' resistance  es-
| tablished at ‘184 in February. - A
high of 187 was then established
in July. In this average at the low
of September around 175 we now
have a completed ‘base; the start
of a.mew Basic Main Uptrend;
and a full correction of the first
phase of that new uptrend.  This’
is ‘a ‘completed Bullish: technical
pattern now implying a very sub-
stantial and dynamic advance.
What if unforeseeable - events
should interrupt or delay that ad-
vance? How far down is it likely
to 'go? - Present indications 'are

| very Bullish. I do not expect such

a decline but’should it occur, it is
indicated to find support at about
153 'D. J. industrials or higher.
The maximum " downside poten-
tial would carry down to about

5% below October 1946 and May"

1947 lows. Let me repeat, I do
not expect a decline of that char-
acter-in nearby time.

The Dow Jones Rail Average
In May of 1946 and' again in
June  this average developed a
triple  top with ' the high at 68
first recorded in January, 1946.
The top area of distribution was
completed in July and August and

| implied. a. decline tg 45.-recorded

in October. :Some - good.  buying
occurred -around 45-46  during
September and October’ and . the
Rail Average advanced. to a trad-
ing range resistance in February
at '53. The February to May de-
cline dipped to the next indicated
Objective at 41-42. In doing so it
violated the October :support level
at 45. Then a sharp recovery May
to July carried the Rails to 51
but not through the trading range
resistance at 53. In the May to
July ‘advance and in the July to
September  correction : the . Rails
have been stronger than the In-
dustrials both intechnical action
and in the per cent advance and
correction. ‘The Railroad average
is: now . developing ' a ' right
shoulder congestion area in: .a
broader head and shoeulders turn-
ing movement.’ When- completed

this movement is likely to imply|

an advance to the zone 74 to 80
for this average.

What if this move fails to de-
velop? ‘Around the May and July

lows of the average 41 to 46, 1|
find. excellent support indicating

the ‘probability of good volume
investment type buying in ‘that
area. But let me repeat again; I
do not-expect such a dechne 'in

'nearby ‘time.

In - my last artxcle wntten for
readers ‘of ' the ‘‘Chronicle’  June=
July 11947,~1 ‘wrote, “Some stocks’

are well along. in their uptrends;

from - October, . November - 1946
bases of accumulation.- Others are
breaking out into new uptrends
after extended periods of accumu-

lation. Most of the remainder are.

now (June) around levels where
important :long-term  buying. ef
investment calibre is taking place.
A few —relatively very  few-—

could dip to new lows before bas-
|ing out.” However, these few are

not likely"to decline more than
about 5% to 8% below their re-
cently: recorded 1946-1947 lows.”

Now, in. mid-September:' 1947,
I can report that thé -Airerafts
Airlines, Building Supply, - Dis-
tillers, ~ Elec¢trical = Equipments,
Motors, Movies, Store and Tebac-
co stocks which were the weak
groaps when I wrote my June

.| then advanced 'to' establish - the

article are now either developing
good bases, completing bases or

‘have started new uptrends.

A Strong. Technical Position

'This all adds up to indicate that
the market is in a very strong
technical position. I believe that
in the next advance the Rails will
hurdle both July and  February
‘highs and thus confirm the Indus-
trial penetration recorded in July.

One group of market students,
those who rely exclusively upon
the Dow Theory are awaiting that

| confirmation before they will con-

cede that we are in a Bull mar-
ket. My work has already indi-
cated that they will soon have
the ‘confirmation ' they are wait-
ing for.

| Typical Environment for Dynamic

_Bull Action

In the past, changes in public
attitude towards our stock market
have always occurred when' con-
ditions similar to those’ now ex-
tant have existed. By that I mean,
most ‘widely . distributed adv1sory
letters are bearish and ' expect
lower prices; the market has been
through -a period when it has ig-
nored ' good news; Dow Theory
students ' are ‘either  bearish—in
disagreement with each other or
admittedly uncertain, and the or-
thodox price earnings approach is
being currently ignored by most
investors.

Technical vs, Fundamental
Analysis

In the past we have always read
and heard many discussions as to
the relative merits of either the
technical approach or the so-call=
ed orthodox statistical or funda-=
mental methods of judging values
in stock prices.

In the recent past.and currently
those who rely exclusively upon
and argue for meéthods other than
the' technical approach have in-

deed had a very difficult time of.

it.,Order backlogs, earnings, price-
eam;mgs Tatios: and “many other
non-technical methods of price

'trend analysis have all been found

sadly wanting. Supplemental
helps of a technical nature are
currently finding a much: wider
acceptance than heretofore. Those
who have shunned technical helps
in. the past are now conceding
their usefulness.

Briefs on Fundamentals

Basie Commodities — It is now:

being argued that advancing com-
modity prices always are a fore=
runner. to collapsing stock prices.
This is sometimes true near. -the
end of a cycle when production is
in excess of demand and commod-~
ity prices skyrocket because  of
speculative excesses. Such is not
the case in September, 1947, I be-
lieve commodities will find a new
shelf level of balance higher than
prewar levels -and ' that recent
sharp advances will settle out
there and come into balance. Then
with  fairly stable raw 'material
prices, industry can and will pro-

‘ceed ‘to get 'info full production.

In the postwar period to date in-
dustry has not been able to report
full production in most basic mass

- production - capital rgoods indus-|]| -
A casual glance at the|}}

tries.
swings of the commodity price
curves of the past does not make;
available the answer to our pres-
ent problem. We have never in
the past had the demand poten-
tials which now exist. If you don’t|
believe this—try to buy a new
automobile at list prices .and then
see_for yourself. At least a full
year ontwo is needed at full pro-
duction/ before we get to the
point where supply will begin to
catch up with demand in any im-
portant capital goods industry.
Money and Credit—The Veter-
ans’ Terminal Leave Bonds, their
bonuses, the removal of Federal |
restrictions on term payments, the
Marshall Plan,  the demand for
new mortgages on new buildings,
increasing velocity turnover in
business, are. some of the many
factors makmg for an expanding
economy at this time.: -
Exports—It is argued that the

current downward trend in ex-
ports from May-June highs to-
gether with the shortage in for-
eign lands of American exchange
will - depress our domestic pro-
duction records. I do not agree
with' that viewpoint because we
were exporting too great a. per-
centage of our national product
during the recent peak. This, to
the detriment of domestic demand
and supply balance, I believe the
Marshall Plan, regulating our ex-
ports, ‘and new buying - power.
domestically, will more than off-
set the adverse effects of declm-
ing -export trends.
Building—This basic industry is
so far behind in meeting demand
for housing that it is difficult to
see when the peak of new build-

ing will be reached. Some of the|

industry’s experts say two years,’
others say ten. It is certamly far.

off and not likely to occur in 1947 !

or 1948.

Retail Trade—-Recent reports
show that retailers have not been
overstocked ' with ' high * priced
merchandise likely to become dis-
tressed. There is no indication in
this industry which is likely to
develop into a vicious cycle of
price collapse.

Empleyment—At new highs and
at best take~-home real wages ever:
recorded in our -history. This is:
most certainly an  argument for
optimism, ¢

Production — Production' is not
yet in full gear. Material short-

ages and sporadic strikes have|

been hindrances.

The Foreign Situation—I have’

no inside track to the answers to

the international riddle. This one’

thing, however, seems very clear |

to me. We are ready to spend our
wealth in dollars and supplies to’

prevent - the spread 'of commu-
nism. Better to spend ‘it for peace

than ‘to wait and spend ten times|
more ‘during a war.-Then I think’
we .are now -calling ‘Russia’s big |.

bluff.  Cards and hands are now
over the table.' Our policy makers |

are beginning to show that -theéy |

are both ‘idealists and realists at
the - same time, . That is good.
Finally I believe there are signs
both from inside Russia and else=
where that  State ‘Socialism and

Freedom do not go together.. That
Socialism is not workable; These

things are all Main Trend Bullish |
| Witter - & Co.

for America.

Market Now'in Buying Area

‘As I am writing the market is
trading in the area 175 to 178. My
work shows the zone 170 to 176 to
be the present area within which

investment buying should be com~

pleted in anticipation ' of an ad-
vance of at least 20 points in the
Dow Jones Industrial ‘average,

BUY GOOD COMMON STOCKS
NOwW,

Wall Street Riders
Elect New Officers

The Wall Street Riding Club
held its twelfth annual election of
officers and directors on Thurs-
| day, Sept. 25. Gerhard H, Struck-
mann of the Bank of the Manhat-
tan ‘Company was: elected Presi~
.dent, Mrs. Mildred Marsh Butler:
of McLaughlin Reuss & Co., Vice-
President, Wm. H. Salisbury’ of
Unioen Securities Corporation,
Treasurer -and = Miss - Virginia
McGatfney of Dunham & Fletcher

| Secretary,

New directors elected from the
financial district included Mrs,
Regina Hankinson of F. Eberstadt
& Co., Miss Marie R. Cambridge
of Amfra Trading - Corporation
and Frank  Hoart of Moore &.
Schley.

The Club begins its thlrteenth
consecutive riding season on Fri-
day night, Oct. 3, at ' its ride
headquarters, the New York Rid+
ing Club: (formerly Aylwards), 32
West 67th  Street. - Mr. Struck-
mann, the new President, an-
nounces plans-for an actlve sea-
son- for the financial district’s
equestrians. Founded in 1935 to
promote the social and: physical
welfare of the men and women
of, the financial district, the Club
has in the course of the years at-
tracted many enthusiastic riders
outside of the Wall Street section,
who have been welcomed as As=
sociated members.

Cuslomers’ Brokers
Elect Jarvis President

At a meeting of the Association
of Customers’ Brokers held Sept.
25 the following officers were
elected:

President—N. - Leonard Jarvxs,
Hayden, Stone & Co.

| & Beane.

Hirsch & Co. ,
Secretary—Frank P, Rmckhoff
|E. F. Hutton & Co. ;
Members of the Executive Com-
mittee- were elected as follows:

Walter ' McKeag, ~Jr.,  Merrill
Lynch, Pierce,. Fenner & Beane
(1951); Richard M. Ross, Dean,
(1951); - Anthony
Smith, G. H. Walker & Co. (1951)}
Donald D. Waterous, A. M, Kiddexl'
& . Co. (1951);  Milton - Leeds,
Pershing & Co, (1948). #l

New Office for Elwell

Co., Inc. announces the opening

| of a Back Bay office at 420 Boyl-

ston Street. The firm’s mam of-
fice is at 44 School Street. !

295,000 Shares

Class A Stock :
Par Value $1.00
7% Cumulative

at $1.01

RARE MINERALS
PROCESSING & CHEMICAL C0.

UNITS OF ONE SHARE EACH

"THORNTON & Co.

Member of Nat’l Ass’n of Securities Dealers Inc,

- 60 Wall Street, New York 5, N. Y.

295,000 Shares

Common Stock

Par Value $0.01
Per Share

per Unit

Treasurer. — Maurice Ghnert ;

25 -

Vice-President—Archie F, Har4 .
ris, Merrill Lynch, Pierce, Fenner =

i B

BOSTON, MASS. — Elwell &
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WA Regulator Looks at Regulation”

(Continued from page 15)..
you are probably aware, regula=
tion as we know it had its be-
ginnings in dealing with the prob-
lems of the railroads. The advent
of the steam locomotive in the
early ‘part of the last century
brought forth ‘an era ‘of  rapid
railroad -expansion, ‘At first the
attitude of the States and the com-
" ‘munities was to aid the railroads
in every way possible since it was
'quite apparent that great benefits
would accrue to the nation from
© the -development of a well organ-
ized network of railway transpor-
* {ation and that communities would
. gither. be on' that network, or
- would\ die. Generally, the State
‘Legislatures gave bountifully - to
".the railroads. Charters and fran-

i chises ‘were offered:on the: most

liberal terms, rights of way were
" freely conveyed, grants of land,
s direct loans and credit were pro-
“'yvided to ease the financial bur-

* dens.

. “Following this rapid expansion
"‘game some very serious problems,
The overdevelopment of the roads

" landed some of them in serious

‘financial difficulties. T'o.met these
' “conditions, ‘railroads  frequently

- " resorted 1o ruinous, cutthroat com-

petition at ‘points on. their lines
where they were faced with com-
" petition. At places where  they
were free from it, they charged

. exorbitant rates.

" " 'To meet this difficulty the Leg-
- islatures first started to pass acts
limiting the powers granted in

railroad charters and:to impose
legislative restrictions upon rates.
It soon became apparent, however,
.that the problems involved were
of such complexity that the aver-
. age legislative body did not have
the special knowledge needed to
. deal ‘with  the matter and could
_-mot- pass statutes of a form: and

kind which would solve the prob-
lem: It -was_there.that adminis+
. ‘trative .agencies were_created: to
" help, ''As far_back -as the -1830’s
. some of the eastern States created
" commissions which were advisory
- in -nature- and: whose: functions
' “were. -principally’ .investigatory.
. -‘They counseled with railroads and
the public concerning their:prob-
.- 1ems, found what:the facts were,
and reported them ‘to the” Legis-

1atures.

7 In the development of the West
" the prohlems. of railroad develop-
‘ment were intensified to a point
+'where this method of control was
«. found inadequate to meet them,
;- As a result there developed a dif-
© ferent type of regulatory commis-
sion—one ‘which we will, for con-
venience, “call the “regulatory”
* type. The State of Illinois pio-
neered in this development. It
created its railroad commission in
1871 and very shortly after  its
creation the commission was given
the power: to prescribe maximum
.-wrates: and' to prosecute violators
- of the statute it was administering.

... ... Insofar as I know, the Illinois

' Commission of 1871 was the first
¢; departure from the purely “advi-
sory” commissions theretofore in
wvogue. Other states began to foi-
low. By 1887 10 states had regu-
latory commissions with - actual

. . rate-making powers and 15 states

had the advisory type commission.

It further became apparent that
because of. the interstate charac-
ter of much traffic, federal regu-
lation was essential, In 1886 the
. Supreme, Court: decided ‘the fa-
- mous Wabash case (Wabash, St. L.
and P. R. v, Illinois, 118 U.'S. 557)
holding that the states. could not
regulate interstate railroads even
in ‘the absence of congressional
legislation: The Interstate Com-
merce Act followed the next year,
marking the advent of the Federal
 Government into the regulatory
. field and establishing the Inter-
- state  Commerce - Commission - to
enforce the provisions of the Act.

At iits inception, the  Interstate: interest.
Commerce Act did not grant rate-.:

making power but it did prohibit
. certain _ objectionable " practices

such as rate. discriminations, re-
bating, pooling and charging un-
reasonable rates, During the next
half century the powers and juris-
diction of the ICC were tremen-
dously " increased until it stands
today as one of our most powerful
regulatory agencies.

" 'Other Regulation

In 1890 Congress began to come
to grips with the problem of trusts
and monopoly, At first it chose
to handle the matter by judicial
rather than administrative proce-
dures and the enforcement of the
Sherman ' Anti-trust Act was left
entirely to the courts. As that
problem became - more compli-
cated, however, the Federal Trade
Commission ' was - established  in
1914 ‘as'an administrative agency
also created to deal with the fair
trade aspects of these matters. In
1913 the Federal Reserve Act be-
came a law, creating what later
became the Board of Governors of
the - Federal Reserve System to
deal  with banking. ‘During  the
"20s, the Federal Power .Commis-|
sion was created to deal with
power problems and the Federal
Radio Commission; in 1927, was
created to regulate the new radio
industry. During the '30s, we all
know that there has been a sub-
stantial increase in federal regu-
latory agencies, one of which of
course is the SEC, which grew out
of the chaotic condition of the se-
curities market during the boom
of the late '20s and the bust of
the early '30s, i

While this development was
occurring on the national scene,
the states themselves were greatly
increasing their own regulatory
functions as ‘conditions demanded.
Shortly after the turn of the cen-
tury, the regulation of utilities
develeped very rapidly among the
states. In-1911- my own State of
Kansas passed- the first law regu-
lating the sale of ‘specuilative’ se-

lowed rapidly -in the other: states.
Banking and insurance were fields
in. which state regulation devel-
oped. ;The  advent of motor.ve-
hicles and their use as commercial
carriers .of passengers and freight
called for state regulatory activity
in all the states. Still later con-
servation - statutes . regulating ' oil
and -gas production were enacted
generally, : N e

Need for Regulation

have we had this development of
regulation? What is the need for
it? .'Why has it been so universally
turned  to?  The answers ' are
numerous. An easy answer that
we sometimes hear is that we have
become - prey  of the regulatory
bug—that we are committed to
the philosophy that regulation is
a - cure-all. Sometimes we hear
dire predictions that we will some
day- find ourselves strangled in

web of regulation. :

! Not a Fad

But that is not the fact. We
have not succumbed to regulation
as a fad. The charge has elements
of truth in it which I will men-
tion. shortly. But .it is  woefully
inadequate as an explanation for
our present condition, If we are
looking for a:'short answer, it is
more probably found in'the fact
that' we' are, as a people, far
beyond the stage in which ' the
hurt we do one another is limited
to simple ' torts,  trespasses and
crimes.  The general statutory: or
common . law’ which administers
itself through the moral coascience
of the citizen is no longer enough
to deal with the vast machinery
of power and abuses which eco-

nomic control can become if un-
rettered . from

But let us not over-simplify our
thinking about this. It is cus-
tomary-to talk about the “abuses”

curities, and Blue Sky Laws fol-|.

But let us ask ourselves why|

the. ties. of Ppublic,

that call for regulatory..control.
We have. come to use the word
“abuse”: as-a" shorthand term to
cover 'all the host of  conditions
which require the imposition of
regulation.” To be ‘sure, many of
these abuses are downright mis-
conduct on the part of wrong-
doers. 'So . in our administration
of the securities law, we still find
the old fashioned - swindler en-
gaged in perpetrating fraud upon
the unwary. or unsophisticated, In
other fields we also find people
who are doing things which are
contrary to' law and contrary.to
ordinary, common morality.

But these “abuses” go much fur-
ther than that, Frequently we
find an - abuse of the economic
power .that individuals or groups
hold.” For'an example, one of the
important functions of regulation
is ‘to_protect. the individual from
unfair ‘treatment by large eco-
nomic groups. As our economy
has grown much more compli-
cated, and the success or- failure
of enterprises has come to dépend
upon a whole host of factors many
of which are obscure, the doctrine
of caveat emptor (“let the buyer
beware”) just cannot operate sat-
isfactorily in many types of busi-
ness_activities. . The 'odds’ in:the
game of business have become too
uneven in many fields and -the
average .citizen is simply ‘unable
to gather sufficient information to
adequately protect-himself in the
business decisions which he  is
called upon to make during the
course of a day. Our economic
forces have become so large that
they completely overwhelm the
individual. Specialized treatment
is  required to deal  with these
forces so as to prevent great in-
jury from being done to the in-
terests of the general public.

’ ~ v il

| “Abuses” Not Sole _(!Jausé”_, =

I recognize that it is extremely
easy-to think of all of the “abuses”
as being the activity of some more
or:less. ‘‘personal:devil”:and that
the imposition of regulation some-
how carries. with it the implica-
tion that the people to be regu-
lated ‘are: not’trustworthy or-are
universally motivated by improper
desires and . considerations. That,
again, is simply not.true. Let us
consider: for & moment-one of the
plainest - examples, and we shall
have to go back to the very start
of regulatory processes to find it.

I mentioned a few moments ago
the wide disparity in rate struc-
tures that led to the first railroad
regulation, The fact that railroads
engaged in cutthroat competition,
where there was competition, and
charged exorbitant rates where no
competition’ existed, by no means
implies that the management of
those railroads were animated by
improper motives or were out to
gouge the rate-payer - in :every
case where they could.

Quite to the contrary, they were
faced with a practical problem.
Competition required them to
lower their rates in a race to get
business' where others could take
it from ' them. That competitive
traffic ' was' frequently handled at
a tremendous loss. The exorbitant
rates they .charged elsewhere on
their lines were sometimes not
enough to make up for the losses
sustained 'in handling :the com-
petitive “freight. The fact that
many railroads were broke is the
best proof of that. The chaotic
condition which existed in the in-
dustry rather than the malfeasance

‘of the railroad management con-

tributed much'.toward bringing
about the regulation which  was
necessary to protect both the rail-

roads and the shipping public. I|

don’t mean to minimize the fact
that there were some of the “rob-
ber barons” who played their full
part in causing the advent of reg-
ulation” as well, " The fact is that

ithe - increasing ‘complications of
our ' economy have required- the
development of the regulatory
process, both to_protect the indi-
vidual and to develop and main-
tain sound and strong commercial
enterprises, “‘And I would suggest
that you may easily test that con-
clusicn by asking yourself the
question, how would this economy
of ours fare if suddenly all of our
regulatory safeguards were with-.
drawn for ‘even a single year?

Perhaps a very simple example
will serve to bring this home to
us. 'When all people were pe-
destrians there was no need for
any traffic control. When horses
and buggies became the mode of
transportation, most cities had a
constable or a town marshal who,
as one of his many duties, saw to
it ' that folks didn’t race their
horses along the main street or
do .any other of the few things
which might endanger the -life
and. limb - of the citizenry. But
with .the advent of the motor car
came the extensive traffic control
calling for a policeman or an elec-
tric signal on every corner and
for radio 'equipped squad cars
patrolling 'so ‘that they could be
available at a point of danger or
difficulty within a matter of sec-
onds. : :

To carry the example a little
further, in the days of horses and
buggies "the town council ' could
adopt the surveyor’s plat and de-
clare where the building = line
should be and what part should

-‘be ‘streets and alleys. There was

no . complex problem - involved.
But today we have come to have
a great profession in this country
of -traffic control engineers, who
make complicated and exhaustive
studies ‘and ‘recommend  detailed,
provisions. for traffic design ‘and
for city ordinances. He have one-
way streets, over-passes, under-
passes, and clover leafs. We have
dividet highways. We have cleared
great ‘sections of 'some ‘of our
populous ' centers ‘in ‘order to
widen streets. We have to build
express highways through the
very . hearts, of our great cities,
And in order that all of these
projects key into the life of the
.community, we have. to create
regulatory ..agencies — planning
commissions—to -administer and
control the whole program.

Complexities of Human Aetivity

This is only one example of the
degree of complexity which has
affected a single minor branch of
human activity. Where there was
no problem a few years ago, there
now is a very great one, That
same tendency has manifested it-
self time and time again through-
out the whole fabric of our. life
and our economy. Business has
not only grown in size but it has
permeated  deeply into the daily
lives of each one of us. The con-
sequences of a power failure, of a
railrpad strike. of a bank mora-
torium, of non-delivery of ‘milk
supplies, and so-on, stagger the
imagination. We have become so
dependent upon the normal oper-
ation of our economy that it is
often a mafiter of life and death
to many of us that it keep going.

Furthermore, the economic des-
tinies .of all of us become more
and more linked with each other
through 'the medium of business.
Management . decisions - by ' the
operators of large business are no
longer matters of private concern
to limited economic groups—they
affect thousands of working
people, consumers, credit sources,
security ' holders ‘and other busi~
nesses.. In the proper gearing of
these. enterprises, in the honest
operations of their. businesses, the
public has -a vital and a growing
stake. ' ]

Faced with the increased tempo
of life and the increased complex-
ities ‘of our economy, there are
presented only two possible alter-
natives, One is the establ.shment
of -proper regulation in the: public

interest, . That, "of course, has
generally been accepted in ‘this
country, The other course open
is  government - ownership and
operation of  the instruments of -
production, transportation
and- public service. You can call
it socialism, or you can go a few
steps beyond and. have commu-
nism. = The bald fact remains that.
completely - unbridled . economic:
conflict -is so injurious that the:

| public must and will protgct itse}ﬁ‘

from it. -

Public ownership in any of its
forms is one method of dealing:
with that problem. But I am
quite sure that none of us here
wants to see it adopted as-the
complete pattern of our economy
and final destiny of -our whole
lives. The success, although not
completely universal, which this
country has met in dealing with
the problem by regulation affords
the answer to the challenge which
public ownership and operation of
all economic enterprise presents.

Basis of Our: Economy

Our economy is predicated upon

the essential freedom of the indi-
vidual and the essential initiative
of management, - Our great na-.
tional plant whose physical splen-’
dor: and operating . efficiency ‘are
the envy of the world was built
by individuals working out their
individual destinies. 'Where nec-
essary in the public interest—and
only then—has it been curbed by
regulation. That system of regu-
lation, it seems plain to me, is the.
most - important single bulwark
which we have against the threat
of the complete undermining of -
our system of free economy and
the inevitable tyranny which fol-
lows. Proper regulation is the key=
stone to the maintenance of a free.
economy liberated from the threat
of government ownership. And I
firmly believe that those who urge
that we eliminate substantially all
regulation anhd return to the lais-
sez-faire theory of a century ago,
are unwittingly but surely playing.
into the hands of those groups
that are seeking to-overthrow our
system of free enterprise. -
. Perhaps "at this point we very
properly are asking -just how this
relates to us as securities adminis-
trators,  That question is perfectly
in order and-I think we’ should
for a few. minutes see if we can’
discover the answer together, ;

If our system of regulation of

-| free enterprise in the public inter=+

est is to succeed -and is effectively
to. meet the challenge which we
have' just been talking- about, it
must  be -intelligent, efficient,
moderate ‘and effective, . Those
four qualities—intelligence, effis
ciency, moderation and effective-
ness—are absolutely indispensable
‘f regulation is to work. Let us
look at each of them very briefly,
- Referring to intelligent regula=
tion; I have in mind that it must
be a well thought-out system. The
various statutes under which reg-
ulatory activities are conducted
must be carefully and intelligently
drawn, ' They must be drafted in
the light of the recognized need
which . exists; 'They must grant
adequate powers to deal with the
problems, ‘At the same time, they
must propertly limit the powers .,
conferred to the end that regu-
latory -effort does not exceed its
proper. ‘bounds, ' These 'statutes
must be. drawn with due regard
for other regulation of the same
subject matter or of related sub-
ject. matiers, In other words, it
must be harmonious with the gen-
eral scheme of the regulatory pat-
tern. - Further, the scheme  of
‘regulation must take into account
the character of and the needs of
the business or' enterprise regu-
lated. - It must not impose a sys-
tem of regulation on an industry
without a careful and sympa-
thetic understanding the the prob- -
lems of that industry. i

Meaning of Intelligent Regulation
‘At this- point let -me make one
thing crystal clear, . Intelligent

regulation means regulation where
a need -exists; - The unwarranted
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. meddling ‘with' business- affairs
e simply for the sake:of meddling or
“..-purely - for:some: hypothetical or

fancied. purpose is' not intelligent

- f.regulation, - In .what 1 have said
« - today T certainly don’t-wantto be.
-understpod / .as . suggesting . that
~+ s regulation is :a pancea:for .all ills,
+"economic and social, A system of
s regulatory: process. should  never.
v " be ‘jnvoked , unless ‘-and:  except.

i-there “is- a genuine: need. for it

*. ;. which-cannot.-be ' otherwise' met.

1t ‘must he efficient.” Here the

“. human élement enters heavily into’

*-the equation, ' No system-of regu~
* lation can be any better.than the

- : ‘administrators :which: are agsigned

‘1o .it;! “Capable  administrators
- with adequate, staffs- eanaccom-

i ! plish a great deal, frequently even

.. when the statutes which'they-ad-

| . minister, are' not ‘as :perfect’ as

.- Quite ‘obviously,
.« ousts management fromits func-

~+.might'be hoped for, ‘At the same

time; it is axiomatic that'the best

. " 1aw. poorly administéred is worse
i ¢ than'no law at all: - £

° The third qualty that I have
mentioned,is moderation. - Moder-

< ation, .of course,-is an admirable

i

‘" and 'necessary ‘trait: in' -almost
¢ every branch of ‘human: activity,
< but’ certainly: that’ is: especially
. true ‘with- the. administration - of
¢ regulatory .functions: !
. constant ' femptation, ‘and . fre-
* quently there 'is a constant invi-
= tation, for the regulator to invade
. the province of management;
if . regulation

* tion there is little or nothing to
¢ choose between Tegulation  and
 public operation. Sometimes, I
¢ think 'the cardinal maxim :for us
- as regulations-is, “It is a wise reg-
7 ulator who recognizes where his
* function stops:” - At the same time
- we have to always keep in mind
- ‘that one must not let himself be-
- come moderate to the- point of
“ inaction. ' Good -administrators, I
* belleve, keep constantly re-
" appraising their jobs and their re-
" ‘sponsibilities—they take inventory
* 'so’to speak to make doubly sure

- ‘that they ~are adequately per-|

" forming the functions.required of
+ them and at the same time not
7 imposing their: jurisdiction beyond

the legi.timate boundary of regu-

' :dation in the public interest or in

.~ fields where there is no.real need
« for it. 3

., Effectiveness of Regulation
+y.» The fourth and last quality that
21y I mention in defining what I con-

- ceive to be proper regulation is

. that of effectiveness. If regulation
is going to work it must cure the
evils which it is intended to cure
—it “must 'meet ‘the problems
which confront it. !

4 I personally feel that there is

nothing more  dangerous to the

'+ public welfare than letting the

impression be' given to the people

- that their interests are being pro-

tected when iin fact the problems
are not ‘being.  met squarely—

: swhere the regulation /is not ef-

fective. The average citizen is
much better: off knowing that he
© “is “on his own,” so to speak, than
to: be lulled into:a:false-sense of
security  that' somebody: on ‘the

¢ ‘public payroll is: looking out for

his interests when that is simply

* not being done. I'might paren-

thetically mention that'I think all
of us in the regulatory field .owe
an obligation’ to keep the public

i constantly informed of the limits

to which our regulatory efforts
£0." . This: is~ doubly true in. the
securities field when none of us
‘ grant any assurance that securities
registered .and sold are bound to

. .retain their value or return.divi-

dends.  As you all know, we at

the SEC are constantly trying to.

remind the public that we do not
#approve’, securities or do we give

"+ investment advice; on_‘the con-.

trary, that our function’is to see
.**_that the necessary facts are given
* which afford the individual an cp-

portunity: t6 “draw his own .con-
clusions and make his own per-

oitized for FRASER
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tion' of .good public relations,
be effective; a . regulator must, first

[its virility - and . stamina;

There is.a:

sonal determination of whether to
buy’or notito . buy: sl
+:Culy ‘one final 'word :in ‘connec=
tions with ‘making ‘regulation .ef-
fective.. To be effective, it must

.never prejudice the essent.al.pub-

lic./interest :in . carrying out .the

Jlaw -for; the sake.of convenience,

friendship; or.a misguided concep-
To

and last, do his job by seeking to
protect the public, ; :

i Problems of :Regulatory Duties
‘I do not mean to minimize the
problems: which face -anyone. in
assuming regulatory duties, There
are_a host:of. pitfalls which pre-
sent. themselves. I have already
mentioned the “danger of ‘over-

-regulating to. the -extent that refi<

lation may rob. free enterpxi;e of
It is
equally true that there is often a
temptation to: seek or attempt to
exercise powers which are un-
necessarily * extensive. = On  the
other hand, it is easy to fall into
a pattern of regulating by rete,
simply putting everything in one
or  another  pigeonhole without
clearly analyzing the effect of so
doing. "' : ;

. As we all know,' it is extremely
easy - to~ second-guess problems,
therebyfailing to be fair to those
whom we regulate in setting out
the rules of the game so that “He
who ‘runs may read.” I'do not
‘suggest that- all rules and:regu-
lations can be made air-tight or
that any regulator can anticipate
all ‘'the . problems that will arise.
If this could be done, it would af~
ford a basis:for having the legis~
latures pass final statutes covering
all situations. The very :basis of
the regulatory process is that ‘it
requires . continuing - observation
and - change to meet the technical
problems that cannot be foreseen,
However, whenever possible,
those being regulated should be
told in advance. what is to be ex-
pected of them.

There is one other matter which
is again personal to -those of us
‘who engage in regulation, Some-
times ‘regulators seem to forget
the fact :that their position is

basically that of an umpire, ob-.

viously protecting the public wel-
fare. That end is not best served
by becoming a. partisan of one or

‘the other economic forces ‘whose

clashing intérests:it. is the 'duty
of the regulator to keep,in line.
We have all seen too many. regu-
lators who, although approaching
their task.initially with that ob-
jectivity which is basic to all good
regulation, in the course of time

‘become strongly pro one side or

the other, Some of them almost
seem to develop into spokesmen

for the industry being regulated;

others become prosecutors imbued
with' the notion that everything
the industry does must be wrong.
Neither of these attitudes can pro-
duce”sound regulation, A regu-
lator must, above all, be fair and
impartial so that when 'deciding
cases he does. so on the ‘basis:of

all of the facts 'before-him, ap-.

proaching each problem with an
open mind and always: keeping
clearly before him that the pub-
lic welfare is paramount. ' It is
that public. welfare: which we, as
regulators, are bound to serve. ‘We
are bound: to serve it not in its
narrow sense alone, but-upon the
broader basis of maintaininga fair
and orderly economy where: the
article - is\worth - its price  and
where the workman is worthy. of
his hire, - )

The public good which the leg-
islature - sought when it enacted
the :regulatory statute cannot be
achieved if the regulator substi-
tutes prejudices and preconceived
views for.the standards laid down
in the law he is administering. I
am certain that it is worthwhile
for us.all to safeguard our. trus-
teeship by examining ‘and’ re-
examining our thinking .and .our
feeling ‘to make sure that.we are

maintaining that. proper level of
detachment,

Monetary Factors in High Prices

“ +'(Continued from page ' 6)
publicity: commotion, and that we
will now turn our-hands to indus-
trial production as the:only means
to increased ‘wealth ‘and prosper-
ity. Rt ;

: Economy Claptrap
' To-circulate ‘economic ‘claptrap
ang to give the sanction of re-
sponsible utterance  to economic
nostrums jis ‘to do. the ‘nation a
serious disservice ‘and. to  lend
credence 'to those who assert that
the capitalistic system of free en-
terprise - serves' .only. those who
would manipulate prices and -who
seek profit at the expense of so-
cial and economic progress.

- Actually, of /course, we know
that the free enterprise system has
done more for mankind than any
other method ever tried; but
surely that fact does not give re-
sponsible men the right to give
out misleading statements; state-
ments which by their very nature
and phraseology create the im-
pression - that - while others may
try to boost prices, there are some
who will refuse to yield to temp-
tation.

Perhaps the most solemn duty
confronting .men in responsible
industrial ‘and financial positions
in these times is to be meticu-
lously honest and sincere in their
public utterances, Americans be-
lieve in success; their confidence
is given freely and fully to men
who have achieved a degree of
success and leadership. But Amer-
icans also expect that such men
act up to their jobs, and above
all, that they speak as men aware
of their responsibility.

Certainly it is time indeed for
government, along with the rest
of us, to face the facts and sit up
with the task that now confronts
ME WEdind

High Prices and Money Situation

‘That ' brings me to a point I
want to ‘make about monetary
factors as principal causes of high
prices—factors over which gov-
ernment has more control :than
anybody else, but about which. it
has so far done little or nothing.

I pointed out in iCleveland at
the automobile ‘day luncheon jof
the Mid-America, Exposition on
May 24, that the government was
diverting people’s attention. from
the true facts by setting out to
make management the scapegoats
in the public. mind by creating the
impression that management was
making high prices out of sheer
willful profit-seeking,

1 want to discuss the monetary
factors which cause high prices,
and which are under Government
control, under two categories.

First, there is the factor of the
cheaper paper dollar, which in it-
self, automatically operates to in-
crease prices of commodities; ‘of
wheat, corn,  cotton, rubber, tin,
copper, ‘lead, pig iron, scrap and
S0 on.

There is a great deal of public

misunderstanding about the re-
lationship ' between - money ' and
prices, Instead of adding to the
confusion and misunderstanding
it should :be the prime concern of
government to aid in circulating
the .truth of the situation ‘as ‘a
means- of promoting -~ unity and
mutual confidence, instead of dis-
trust and suspicion,  To 'do less
than tell the truth in times like
these seems to me to be a long
step in the direction of public be-
trayal instead of public service.

But while the government can
do much; harm through careless

talk, it can do little of practical

value through mere preachment.
Until the government takes prac-
tical and realistic and honest steps
to get our dollar back on its feet
on a firm foundation of honest
value, there is little sense in ask-

ing management ‘“and - labor" to]
lower prices, because the higher |

prices are the direct result of the
debasing of our dollar value:
There is no.short road to cheap

money and cheap goods—for the

‘1two are incompatible as oil and

water. - Cheap money automatical-~
ly -and inexorably means “high
prices for goods and ‘commodities
—and by : cheap: money I- mean

| paper money that does:not ‘bear

a realistic . relationship . to the
economic - cost.of .goods .and sery-
ices,: ; <
“There is no substitute for eco-
nomic truth—no utopian ‘short cut
to progress .and . stability. ‘The
cheaper dollar,- as bankers ‘very
well know, results primarily from
the enormous increase in the pub-
lic debt; and secondarily the proc-
ess of dollar debasement.is con-
tinued ‘by ‘the government’s fail-
ure to deal with the facts by way
of governmental economy in order
that we can begin to pay off the
debt,  ‘Government must put ‘its

own financial house in order and.

do it soon.

The first and foremost function
of government should be to.deal
factually and honestly with  its

citizens in the matter of fiscal-

policy. It can only do this by ac-
tion, not by talk—and the first
step is to base its fiscal policy on
the strictest kind of fiscal integ-
rity and . sincerity,

Financial finagling surely
should have no part in govern-
ment—and no honest government
will play politics with: economics
in ‘times like these, even if ‘there
is' a' presidential election in ‘the
offing.-

The second aspect of the mone-
tary causes of high prices is taxes
—ftaxes which today make up so
large a part of .all costs, and
therefore, of all prices.

Let us consider for a moment
the repeated suggestion by gov-
ernment that' management reduce

its prices,and that labor: take a4
cut in wages, and translate this bit'

of governmental propaganda into
facts, in relation to. the automo-
bile, for example and 'seée what
would happen' if they followed
this bit of paternalistic govern-
ment_ advice.

If a motor car company decided
to sell its cars and trucks without
any profit at all, and if automo-
bile workmen  should agree to
take, say a 20% cut in wages,
these two facts together in' the
case of a $1500 car would amount
to a saving of only about $60.

Think of that for a moment—
for the company to operate with-
out any profit, and for labor to
work for 20% less—all you could
achieve would be a $60 saving on
a $1500 car. i 3

But now let us take a look at
the taxes that are wrapped up in
a $1500- car and see what they
amount to. First there are the
direct taxes, which on a $1500 car
amount -to. $112, .Then; in ‘addi-
tion, there are the indirect taxes
of one kind or another amounting
to about $286—so that we have a
grand total of taxes on a $1500
car amounting to ‘about $392,

Even a 20% reduction in taxes
would amount to $78.40 as against
a possible $60 saving if the mann-
facturer | operated = without any
profit, and if workers took a 20%
cut in wages.

So it is plain to see that govern-
ment is barking at the wrong
doors in urging management and
labor to get the cost of cars down.
Certainly, to say the least, the
government is not acting in good

‘| faith, unless it first takes steps to

clean its own door. step, before
shouting at management and
labor in terms of criticism and
abuse, It is-a peculiar spectacle,
indeed, to find ' a government
cynically, or thoughtlessly, pitting
its citizens 'against each . .other
through - fomenting unrest by
means of misleading public state-
ments. ! ol ;

It is high time, I think, that we
take steps to challenge the gov-
ernment to quit talking about in-
flation, and to start doing some-
thing really practical about it; or

at least to 'stop misleading public
‘|opinion ‘as to the real facts. |

The Remedies

Let us call .upon government to
take immediate and practical and
positive steps to stop all further
cheapening of : the ' dollar;  and
thereby to reverse the trend to-<
wards still higher prices, This will
give the, dollar a chance to pick
up value; and will pring public
confidence in money. What we
are witnessing is the spectacle of
a people saying through their
buying and selling that they have
little faith in the continuing value
of the dollar. :

long as people believe that!thé
dollar is to be further cheapened.

Let . government reduce taxes
and thereby take a genuine step
Iorward -in' the direction of mak-
ing l0wer prices possible,

Once and for -all ‘the govern-
ment should clear the atmosphere;
get ‘out from behind the fog’ of
misrepresentation; ‘do away with
the 'smoke screen; and come’ out
into_the open' and lay the -eco=
| nomic facts on the line, and then
ping up to the problem.

The steps are relatively simple.
They call for courage and honesty
by government' in dealing with
the problems as:a welcome con-
trast to political 'propagandizing
to mislead. and misinform its own
people, i

Government. must ' reestaplish
confidence in our paper currency,
and do it by acts which indicate
the existence of a sound, con-
structive fiscal ‘policy in govern-
ment. Without such a constric-

are' as a ship without a ‘rudder.
We need a calm, steady hand on,
governmental purse strings.

What we need’ from govern=
ment, and what, even in 1947, we
have a right.to demand from gov-
ernment are: :

Hornest Money.

Economy in Government. :

Reduction of the Public Debt.

Reduction in Tax Rates.
and  above - everything: else, ‘we
need a complete cessation of gov-
ernmert propaganda  aimed at
fostering - distrust between: labor
and ' management, and what’ is
even worse, of ' seeking to foster
public - distrust of industry and
business.

/There can be no political sta-
bility unless there ‘be economic

hetween all groups.

It is the solemn duty of gov-
ernment to create the atmosphere
within which enterprise ‘and. in-
dustry can flourish; wherein men
can. work confidently knowing
‘that today’s.labor.ecan jand will
buy its full value in tomorrow’s
market. ' And - that means ‘that
they must have money in which
they. can put their complete and
continuing reliance,

And the prime requisite is a
governmental policy of fiscal in-
tegrity, ; :

Now Emerson,
Roche & Dunn

AUSTIN, =~ TEXAS — Effective
Oct. 1 the firm name of Emerson,
Ro,che & Company, Capital Na-
tional Bank Building, . 'was
changed ‘to ' Emerson, Roche. &
Dunn, ;

Duncan Sterling Dead

“Duncan Sterling, member of the
New York Stock Exchange since
1903 -and a senior partner in'the
firm of: Sterling, Grace & Co.,
died at his home -at'the age of 70,

- Richard G. Horn Dead

Richard .G. Horn, manager of
the bond department for Peter
P. . McDermott & Co., New York
City, died at his home  after a
brief illness.

Prices will continue to soar:sga

set .a practical example by stép-

tive government fiscal policy we .

health and. productive good  will -~

s
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bank-held debt out of cash re-
ceipts at this rate would be a
powerful deflationary influence—
unless it aroused strong expecta-
‘tions . of - an . early :reduction in
taxes:

III,

Why is demand so large? The
explanation is ‘ot found in the
main « in business -spending be-
cause the expenditures on private
capital formation are not ab-
normally- large relative to total
demand. ‘In the second quarter of
" 1947 private capital formation

represented 12.7% of the . gross
‘- national “product in ‘comparison
with 12.9% in 1940 and 152% in
1929. ‘The expenditures of busi-

ness on new equipment, it is true, |

are high--7.8% of the gross na-
tional product in the second quar-
ter of 1947 in comparison with
B.2% in 1929—but these high out-
lays are offset by a very low rate
of  expenditure on private .con-
struction. The explanation for:the
~gtrong demand is. two-fold—the
large excess of exports over im-
ports, and consumer spending.
The net foreign investment of
the country during the first half
of 1947 has-been about 4.7%. of
the gross national product in com-
parison with less than 1% in 1929
pr 1940, The figure 4.7% ' may
‘seem small.  One should bear in
mind, however, that when for-
eigners buy more from the United
States than they sell to the United
States, they both raise .incomes
here and diminish the supply of
goods ‘available to meet domestic
demand. Hence net foreign invest-
~ment at only 4.7% of the gross
national product can have a pro-
nounced inflationary effect.
{ The - strong demand  from ‘con-
sumers’ is the result of several
conditions: (1) the great accumu-
lation of meeds during the: war;
(2) the rise in real income per
capita; (3) the increase in. the
number of workers per family;
:(4) the great accumulation of
" liquid ‘assets by individuals dur-
ing the war; (5) the rise in' con-
sumer indebtedness .from the ab-
normally low levels reached. dur-
ing the war; and (6) the decline
in the rate of saving from the
abnormally high levels of the war.
Some businessmen and economists
have believed that the wartime
accurnulation of needs was small
because during the war people
managed slighly to increase their
purchases  of ~consumer goods.
During the war, however, people
spent -their money. on what was
available. - Hence, despite . their
‘large " expenditures, the accumu-
. lation of needs was great, Largely
as. a result ‘of the expansion of
. employment,.. average . real . per
capita income in.the United States
in the second quarter of 1947 was
about 33% larger than in 1940.
The higher per capita incomes, the
‘larger the stocks of various goods
which individuals feel able to
afford.- Individuals have not yet
had an opportunity to raise their

. stocks' -of-goodsto the quantities.

““which they feel able to afford at
their present incomes. Particularly
important is the fact that the in-
‘crease in employment has greatly
increased the number of workers
-per family. Since 1940, for exam-
‘ple, the number of families has
increased by about 4 million but
the number of persons employed
has increased about 10 million.
Families with two or more income

" earners feel able to afford -many
things which a family with only
one. income earner could not af-
ford. . : ’ ;

*During ‘the war the holdings of
cash and bank deposits by - indi-
viduals rose far faster than their
incomes or:their expenditures on
‘consumer * goods. Today personal
holdings of cash and bank reposits
are three and a half times 1940

but expenditures - for' consumer
goods are -less than-two and a
quarter times 1940, ‘During the
war individuals also reduced their
short-term “indebtedness to 42%
below the: level of 1940, Short-
term consumer debts are rising to
more : normal “levels and during
the last year have increased nearly
40%. During the war the rate of
saving by individuals became ab-
normally high, It has been re-
turning to mormal and the propor-
tion of incomes spent for consumer
goods has been rising. In the first
quarter of 1946 individuals spent
83.4% of their incomes after taxes
on :consumer -goods;  in the last
quarter, 86.9%; and in the second
quarter of 1947, 89%.

Striking . evidence of the fre-
mendous demand for goods is fur-
nished by the long continuation of
the  large-scale buying of non-
durable consumer goods. Virtually
everycene expected that this buy-
ing would drop off as durable con-
sumer goods became available.
By the first half of 1947, the pro-
portion of personal incomes spent
for durable consumer goods had
become - virtually “normal” by
pre-war standards. Nevertheless,
in that period 59.7% of all money
spent for consumer goods went
for non-durables ‘in comparison
with 47.4% in 1929 and 52.3% in
1939.. The kind of expenditures
which seem to have suffered from
the large demand for non-durable
goods were expenditures for serv-
ices. :

- The very fact that demand ex-
ceeds the capacity of industry
tends to make the rise in prices
continue - because,  under ' these

| conditions, a rise in  prices does

not produce a drop.in output.
Hence, every rise in prices pro-
duces a proportionate advance in
incomes. and leaves. the relation-
ship of incomes as a whole and
the price level unchanged. Like-
wise, so long as demand exceeds
supply, increases in. wage rates
produce a proportionate rise in
payrolls because they do not cause
a drop in employment. If a rise in
prices produced some drop inl out-
put so that incomes failed to rise
in proportion to prices, sales: re-
sistance “would guickly develop.
So long as a rise 1n incomes keeps
pace with the average increase in

' prices, sales 'resistance develops

very slowly.

IV,

Should the country expect an
early recession? Most business-
men and economists who express
themselves on the matter appear
to think so. Just as a year ago
they put the recession some time
in 1947, mow they put it some
time in-1948. Various reasons,are
given for expecting an early re-
cession. ‘Many people believe that
the recent skyrocketing of prices
is bound to be followed' by an
early and more or less precipitous
reaction. Some people expect that
there will be an early and large
drop in the record-breaking ex-
‘port surplus. Some people believe
that rising prices of food and other
products are soon bound to pro-
duce sales resistance. Some peo-
ple believe that fears of a Eu-
ropean collapse and high and un-
certain . construction | costs  will
prevent ‘the ‘effects of a drop in
exports or in consumer demand
from  being offset by a' rise in
business ‘expenditures ‘ for con-
struetion and equipment.

The large excess of exports over
imports, the  abnormally - high
level of agricultural - prices, and
high ‘and :uncertain  construction
costs are undoubtedly the - three
principal weaknesses in the econ-
omy, The large excess of exports
over imports cannot continue in-
definitely, As it declines, the-sup-

ply of goods available for con-
sumption in this country will rise.

. The rﬁﬁsiness Outlook

Unless domestic expenditures in-
crease, prices will fall and en-
terprises will stop producing that
part . of their output for which
prices fail to cover costs. ' As agri-
cultural ' output. ' throughout the
world recovers, and as European
farmers become more willing to
sell ‘their products, world prices
of farm commodities are bound to
fall and the incomes of farmers
will drop. If = people use  the
money which they would have
spent on. farm products to buy
other things, the drop in the prices
of agricultural commodities will
be offset by rises in’ other prices,
and the drop in incomes will not
be cumulative.  On:a small scale
there may be some transfer of
resources . from - agriculture ' .to
other 'industries, On the' other
hand, if the drop:-in agricultural
prices does not lead .to. an off-
setting rise in expenditures  for
other goods, the total money in-
come of the community will-drop,
prices  of »non-agricultural com-
modities will fall, many business
concerns will be unable to meet
the costs on part of their output
and will lay off employees.
Whether a drop in the export
surplus or 'in the prices of farm
products’ is accompanied by’ an
offsetting =~ rise in. expenditures
will depend (1) upon how rapidly
the drop in farm prices or in
export surplus ocecurs; (2) upon
how soon it occurs; and (3) upon
whether or not goods in: general
are priced low enough to induce
an expansion in demand. These
conditions require little explana-
tion. If the export surplus falls
rapidly, this drop is likely to be
accompanied by a sharp weaken-
ing in domestic prices, i This will
cause businessmen ‘to postpone
commitments in expectation of a
further'drop and cause the decline
to. become cumulative, Likewise,
a rapid fall in farm prices is likely
to lead businessmen to 'expect a
general drop ‘and,  consequently,
to postpone commitments. A post-
ponement of commitments would
lead, of course, to a decrease in
production and employment.  The
sooner the export surplus and the
prices of agricultural goods de=
cline, the greater. is the chance
that these drops will be offset by
a general rise in expenditures,
because at the present-time the
accumulated need for. goods is
enormous. Finally, the adjustment
to a decline in the export surplus
or in the prices of farm products
will be made easier if . these
changes occur at a ‘time when
many goods are priced too low to
equate supply and demand.

An early but not a precipitous
shrinkage in the country’s export
surplus is to be expected.  Aid by
this country to Europe will not
be sufficient to prevent a drop
in ‘exports, but it will be suffi-
cient to keep ‘the drop moderate
—at least for another year. I am
skeptical that this country will be
willing. to give aid to Europe on
a large scale for much more than
a year or two and I.do not believe
that long-continued ‘aid is either
necessary as an economic policy
or wise as a way of winning good-
will. - A " slight decline -in "some
farm prices may be expected after
the first of the year when sales
by farmers will no longer affect
their 1947 ' income taxes. . Unfor-
tunately most farm products will
be scarce at least until next sum-
mer and probably longer.

An early shrinkage in the ex-
port surplus of the United States
would contribute to the long-run
stability.  of the economy and
would help this country to adjust
itself to the eventual drop in farm
prices. ‘Indeed, the shrinkage in
theexport surplus which can be
expeécted now'cand next summer
ig likely to be'less thari would be
desirable from®the 'standpoint of

the long-run stability of the econ-
omy:
shrinkage in the export surplus,
however, is not likely to produce
a recession because the economy
has important elementsof strength,
The following seven seem to me
to be particularly important:

(1) Many ‘prices, especially
those of durable consumer goods,
industrial equipment, and many
trade marked goods, are too low

'to equate supply: and demand.

Indeed, ‘never  has -the ' country
gone: so far in a boom with so
many articles substantially under-
priced in relation to supply and
demand. This means that there
could be a substantial drop in the
demand for many articles without
its becoming impossible to sell the
present output at present prices.

(2) Unsatisfied consumer needs
are still very large. “This is par-
ticularly ‘true of the demand fos
durable ' consumer  goods and for
hous:ng. “For example, there-are
about three million more families
in the United States than'at the
time of Pearl Harbor, but fewer
automobiles. With real per capita
income - substantially - above ‘ the
level of the time of Pearl Harbor,
the number  of ‘cars which ' the
community would like to own is
considerably larger than the num-
ber which it owned at the time
of - Pearl Harbor.  Although the
number of families has increased
by 3 million in the last six years,
the number of dwelling units has
increased by about 2 million. With
the rise in real incomes, the pub-
lic demands better housing, Little
has been done to raise the quality
of housing to ‘the quality which
people with present incomes ex-
pect. About one-fifth of the hous-
ing ‘units ‘need ' major  repairs,
about- 30% have no running wa-
ter;»and*: about ‘45%  no' private
bath or shower. A long time will
be required before the quality of
the country’s housing has been
adjusted to the recent advance in
real per capita incomes. Inci-
dentally both the experience of
this country in 1921 and the ex-
perience of Britain in the thirties
show that the demand for housing
is surprisingly independent of the
state of business—at least when
the need for housing is consider-
able,

(3) Consumer indebtedness is
still very low in relation to con=
sumer incomes, At the present
time consumer indebtedness - is
only about 6% of disposable in-
come in comparison with 12% in
1940.  An early’ recession would
see little drop in consumer. in-
debtedness ‘and might have- only
the effect of retarding the increase
in consumer . indebtedness.

(4) Consumer expenditures are
still low in relation to their hold-
ings of cash and bank deposits.
Expenditures depend upon income
more than upon holdings of cash
and bank deposits, but the "fact
that expenditures are low in re-
lation to cash and bank:deposits
means: that a drop in incomes
would . produce a less than usual
drop in expenditures.

(5) Inventories are still very

low in relation to the volume of

sales. ‘Indeed, to make manufac-
turers’ -inventories as larg¢*rela-
tive'to sales as they were in 1939,
these inventories would have to
be increased by over one-fifth or
$4.8 billion; wholesale inventories
by one-third or $1.4 billion; and
retail inventories by mearly 50%
or $4.3 billion. " In short, to bring
inventories up to the same ratio to
sales which they had in 1939 would
require an increase. of over: $10
billion, . A recession is not likely
to be materially aggravated by a
drop in inventories from present
levels. SEREE

(6) The - rate of private  con~
struction “is low in relation to the
gross national product—represent-
ing less than 5% of the gross na-
tional product in comparison with
almost 7.7% in 1929. A recession
is not likely to produce a drop in

‘An’ early ‘and’ moderate]

construction from
levels. . B Heriiy ¢

(7) The accumulated need of
business for more capital is very
great.,” During 10 -years of war"
and depression, the consumption:
of capital exceeded the additions
to. capital. . During the entire 17-
year period, between. 1929 and
1946, there were only five years
(1929, 1930, 1937, 1940, 1941 and.
1946) when capital formation sub~
stantially exceeded - capital . con=
sumption. As a result, the unused
life of the plant and equipment of
American industry is no greater
today than it was 17 years ago. In
the same period, employment ha
increased by over 12,000,000, or
nearly one-fourth,. Hence,.there
is . considerably less. capital. per
worker inindustry now than in
1929 or in 1940. Indeed, to raise
capital per worker to the level of
1940 would require-an. investment ,
of about $43 billion, . Capital per
worker, however, has been grow-
ing-at the rate of about 2% a year,
In order to ralise capital per
worker to the amount indicated by
the' long-term. trend would re-
quire an investment of about $75
billion, '~ American @ industry 'is
grievously- short of: capital and
will be for some years to come,

V.

Is the country likely to be able
to make the transition to more
normal conditions without an ulti~
mate recession: or depression?
If a recession is avoided during
the next year, will the ultimate
adjustment be more severe? Some
highly respected authorities think
that the postwar boom is bound to
lead - to a substantial recession,
For example, the London “Econo=«
mist” of May 31, 1947, says:, “It
will be very surprising, not to say
unnatural, if the present feverish
pace of business can be replaced
by a rather more sober stride
w:thout - an - intervening ' adjuste
ment of some severity.” it

Four present or prospective de«
velopments - greatly increase the
danger that the present boom wilk
ultimately end in a severe reces=
sion,

The first of these developments
is the current expansion of bank
credit—commercial, industrial and
agricultural  loans, - Such loans,
though still small relative to the
volume of business have re<::
cently resumed - increasing. - Bes+
tween July and the middle of Sep=
tember the commercial,’ industrial
and ‘agricultural loans of the re<
porting member banks increased
from $11.8 billion to $12.7 billion..
In addition, total consumer credit
continues rapidly to expand. . -At
a time when.the ocnomy is pro-
ducing at capacity, an expansion
of credit simply gives people more
dollars to use in bidding up the
prices of goods, Thus the current
expansion of credit tends to.in-
crease the adjustments which wil}
ultimately have to be made. The
expansion of credit- also means
that during a period of contrac-
tion part of incomes will be used
to pay. debts rather than to bux
goods—thus aggravating the ses
verity of the contraction. :

A second . development ' which
would increase the danger that
the boom will be followed by &
severe . recession' would ‘be ‘an
early reduction in the personal in-
come tax, Congress is pretty cer-
tain this winter:to resume its ef-
forts to make immediate reduc-
tions in taxes and is likely to suc-
ceed. - A reduction in the pérsona}
income “tax, however, while de-
mand still exceeds supply, would
in the main increase the already
excessive demand for goods andl
would. thus keep up prices or raise
them still further; ~The principal
immediate  beneficiaries : from' @
reduction in- the personal.income
tax would be the farmers and
business corporatipns.- They would
get more- for the . goods whichy
they have to sell, Individual tax

the present low,

payers, ' however, would- lose. .in" .

higher prices a large part of what
they save in-taxes, In the-long
run, the whole community would
suffer: because- the ; eventual. ad-
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Justment, to lower prices would be
more:painful::- The time to reduce
taxes is  when. business  contracts,
not -when- the ‘demand for - goods"
exceeds: output, - o

A - third . development which
would: increase : the -danger of an

- ultimate severe: recess.on would

be ‘a ‘t‘hird.»,round-:pf_ ~wage in-
creases’; this: “winter . or = spring
which: -exceeds ' recent . gains - in

output per ‘manhour;: ‘The rising

cost- of :living ~puts ‘trade union

leaders. -under ‘. strong . pressure

- from the rank and file to ask ad-

"

vances in ‘wages and the great de-
mand for goods puts trade unions
in a_strong bargaining pos:tion.
So long as demand exceeds sup-
ply :and the'economy is; operat=
ing at capacity; - however, ‘higher
wages -simply.: give - the* workers
more money with which to buy a
glven quantity of goods.. Hence;
the workers lose. in higher prices
what:they gain in higher  wages:
The effect. of higher wages ‘upon
prices ‘'would ' be particularly un-
desirable in . the ¢ase of. farm
products, which ‘are' already dan-
gerously high “in’ price.. A sub-
stantial part of any wage increase
would go to buy food, but during
the next few months the available
supplies: of most kinds of foods
will ‘drop; . Hence, further wage
increases would raise the prices of
food still. further, : ‘The principal
beneficiaries of higher ' wages
would be the farmers, ' The com-
munity, however, in' the long run,

. Wwould:‘suffer ‘because ‘the adjust-

ment to normal supplies’ of* farm
‘products would be made more dif-

- ficult and ‘more likely to Tesult in

accumulative reductions of - in-

“. cémes;

Finally, the ‘danger of an ‘ulti-
mate -severe recession would be
Increased if aid to Europe were
fmanceq in part by an expansion
of . cred:t in*the' United ' States:
This is'not necessary, but it is
likely to happen: :

Great'as is the danger that the
postwar boom will be followed by

- @ more or less severe 'recession or

. depression, one should not assume

-+ that business and government can

do nothing to prevent or'mitigate
a recéss‘on, Much c¢an be done
and the time to act is now. Busi-
ness can help ‘avert an -ultimate
dgpressxon by the following meth-
ods: ; e

(_1) -Av_oiding wage ' increases
which raise cost per unit of output
except where the wage advance is
needed to correct inequities,” This
means that the third round of
wage increases ‘should. not ordi-
narily be permitted to raise pay-
rolls faster than output advances.
‘The reasons for this were indi-
cated above. :

(2) Keebing “inventories down
to present low levels. - The smaller
the volume of inventories the-less
business ‘concerns. will- be :able to
live' off .of inventories during a
repeSSion and .the less,  therefore;
will be the cumulative growth of
a recession,

(3) Avoiding dividend increases,
except those required by equity,
suchas increases to restore:the
prewar purchas:ng power of divi-
dends. Dividends- should not be
permitted to contribute unduly to

. the present excess. volume of con-

sumer  purchasing - power, . ‘Ac-
count, however, -should be taken

_of''the’ fact, that.'the purchasing

power of dividends of many com-
banies-is still far, below prewar,
. “(4) Financing, capital needs by
plqumg back earnings or by bor-
fowing from insurance.companies

* or savings banks rather than from
. .commercial . banks.

[ ; Borrowing
from banks is, peculiarly inflation--

" ary beeause it. produces an expan-

sion; of 'demand deposits. - Hence;

- tinder present conditions it should

be avoided as far as possible, .

- .1 (5) Réstricting extension of

. eredit: to:. customers..as ‘much- as

possible.: - Such . .extension -helps
inflate. the: demand: for goods and
thtgs to put. upward. pressure upon
prices, . ¢ ¢ .. i

-* (6)-Keepng prices well below
the-levels which present demand
would justify. I:realize.that.this:
is a controversial suggestion. -Qne:

may well argue that: the less cus-
tomers ‘have - to pay for automo-
biles, radios, household furniture,
‘clothing; shoes; hosiery and other
items, the more they will have left
to spend for food and the. higher
they-will bid for the price ‘of food-
stuffs ~— 'the  very: prices: which
are- most-dangerously high,
Hence, one: might argue that the
way  to. keep down the price of
food is for:industry to charge all
that the traffic will bear for non-
agricultural products, ‘The weak-
ness in’ that procedure is that it
leaves the economy  too vulner-
able to an ‘eventual cumulative
contraction. It is better to make
a more: direct attempt - to keep
down food prices and. to keep non-
agricultural prices well bélow the
levels’ which present demand
would justify. * A

(7) Intensifying efforts to raise
output-per-manhour, - This-means
mére goods.available for'a given
disbursement for "labor -and raw
materials, - The index of industrial
production in July,:1947, was vir-
tually the same as in August, 1946.
Manhours, as indicated by employ-
ment and weekly: working' hours,
were slightly greater in July, 1947,
than in August, 1946. This seems
to indicate that there has been a
drop in output per manhour. The
figures:are probably misleading,
as ‘over-all figures 'often are.
Nevertheless, the increase in out-
put per ‘manhour has:been un-
satisfactory .and will . continue to
be unsatisfactorv until industry is
supnlied with a better flow of raw
materials ‘and more  adequate
transportation; i B3t

The government can helon avert
an ultimate depression by the-fol-
low.ng principal methods: -

(1) Encouraging -voluntary re-
duction . of the consumntion - of
those food products which are
most. needed 'for Europeanrelief.
Unless 'there are  substantial
hoards ‘of food in Europne’ which
can be released in the near future,
western *Europe: will - have « Jess
food in the rext few .months than

States should decide how much
food it is not going to ‘conume in
order that Europe may have more,
If -the' division of food by the
United States and Europe is settled
by competition rather than by vol=
untary reduction of consumption
by Americans, food prices will re~
main “up and may _be pushed
higher.: St S R

-(2) Postooning the reduction of
taxes until- the upward pressure
on prices has been clearly dimin-
ished.’As T pointed out above, high
taxes are needed to limit the vol-
ume of incomes. available tn be
spent on. consumer: goods. :They
are-also needed to- make it un-
necessary that- European aid be
financed by an expansion of credit,

(3) Pushing vigorously the
sales of government savings bonds.
Buying government savings bonds
is one way in, which most indi-
viduals can now eat their cake and
keep “it.. The more money they
 soend : for'bonds, the less is the
upward pressure on prices. . They
are able to buy the same quantity
of goods at lower prices .and 'to
increase  their holdings ‘of liquid
assets—assets which they will be
glad to have available some time
in.the ‘future; . Of. cogkse, pur=
chases : of > govern ‘savings

.| bonds: out of ‘current income by

individuals reduce the incomes of
farmers and ‘the profits of busi-
ness enterprises,.  In the long run,
however, even the farms and busi-
ness concerns are probably just as
well off because ' large sales of
government  savings. bonds this
year, will mean:a milder recession
some time in the future. '

(4) 'Moving' at an"early date’to
help ‘some - European : countries,
particularly = France: and ', Italy,
stabilize - their *’currencies, ~ An
early restoration  of ‘confidence
in currencies would undoubtedly
bring: to- market. new: supplies of
goods, . particularly “much-needed
-agricultural produets, - . -

o (5) “Putting banks .under -con-

‘stant  pressure .to: maintain - theirj

it has been having. ' The United.

resérves, ' thus . preventing . any
appreciable over-allexpansion ‘of
commercial,
tural, real estate and consumer
loans. = The reasons why  loans
should not be expanded when in-
dustry - is producing at capacity .is
'self-evident... Unfortunately, it is
by no means clear that the gov-
ernment will- be in a.position: to
put’ the banks. under pressure to
maintain -their: reserves. - Cer-
tainly the government will have
difficulty in doing so if Congress
reduces taxes, because the surplus
'in the cash accounts of the gov-
ernment will then be largely, if
not entirely, wiped out.  Indeed,
large-scale aid to Europe . may
eliminate the surplus even if there
is no reduction in taxes, In that
event, the ‘government would ‘be
dependent upon sales of govern-
.ment securities to individuals, in-
surance .companies and other real
savers for an instrument to pre-
vent the expansion of bank credit.

(6) Encouraging an "early in-
crease - in “imports.. The sooner
that -imports . begin “to: rise, the
more gradual will be the decline
in ‘the country’s. export surplus
and the smoother, in consequence,
will be the adjustment to it. - Even
countries which are  producing
most goods at less than the pre-
war level have some items which
they are well prepared to export
vrovided markets are.available.
The - United “States. has gone to
great extremes in shutting the rest
of the world out of the American
market and thus ‘eliminating the
ability of the rest of the world to
buy * from" the ” United  States.
Overlooked by most-Americans is
the fact that American industry is
the most productive in the world.
With ‘about:6% of the world’s
population, the United States pro-

|duces well over cne-third of the

world’s goods. A country as effi-
cient as the United States needs to
proceed with great caution in im-
| vosing - tariffs.. “Prompt negotia-
Ition of additional reciprocal agree-
ments could ‘'open substantial parts
of the American market to foreign
sellers-and hasten the decline in
this country’s huge export surplus.
In particular, it would be desir-
able for the United States
promptly to negotiate trade agree-
ments by which France, Italy and
other western European countries
permit American wheat to enter
on favorable terms in return for
concessions by the United  States

cotton goods, gloves, cutlery and
other articles, . America 'is better
able to raise wheat economically
than most western European coun-
tries,  Before the war, some of
these countries ‘were ' supplying
themselves with wheat- at very
high cost. Opening the western
European countries to American
wheat on favorable terms would
be especially - helpful to' the
United : States. in :adjusting "its
economy -to:the ultimate rise in
world - agricultural - ‘output. .- It
should give support to one of the
commodities which .is most likely
ultimately to need support,

Each. ' day the ' opportunity. to
prevent the postwar boom from
ultymately producing a substantial
recdssion grows less.  For example,
whatever is ‘done within the next
two or three months to weaken
the upward pressure on prices will
‘help to limit the size of the third
round of ‘wage: increases 'and
therefore. to limit. their ‘effect in
holding up food. prieces. ‘ Particu-.
larly valuable would be a moder-
ate drop in food prices within the
next several months,. Prompt and
vigorous. action’ .in: sponsoring. a
voluntary - reduction in food .con-

ber of regular buyers of govern-
ment savings bonds, and -in re-
stricting ‘the ' expansion of bank
credit can bring about some weak-
ening of food prices.. The present
policy of drift, -however, - simply
permits the economy to build up
conditions  which ‘make asevere

to prevent.

industrial,”: agricul-{

on wines; lemons, olives, woolens,]

sumption; in increasing the num-

recession more and more difficult;

foreign policy, .but most people
do not realize that it has covered
a'very limited field. It has really
extended . only to Senator.Van-
denburg’s * participation’ -in’- the
formulation of the United Nations
Charter, in negotiations with Eu-
ropean nations regarding peace'in
Europe, and in the regional agree-
ment with South American na-
tion.  In these fields Senator Van-
denberg has taken the lead and
accomplished results which could
never have been reached without
his sound judgment and force.
But in most other fields of foreign
policy even he was not consulted
until the policy itself had been
formulated and.was ready to be
announced. - ; S
Thus in the matter of the Greek
loan: andthe ‘Marshall  Plan; the’
Republicans: were called in only

policy already adopted.: The Re-
publicans -were ‘not  invited, to
have any part: in the policy in
China, the policy in Germany or
the policy in the Argentine, Nor,
of course, was any Republican in
any ‘way responsible for the fatal
mistakes made earlier at Teheran,
Yalta and Potsdam. .. % ;

In spite of the lack of coopera-
tion on the part of the President
‘and. the  State 'Department,- the
Republicans, since they have con-
trolled Congress, have' ‘tried not
to rock the boat or upset any rea-
,sonable effort to. correct past er-
rors. " They ‘have ‘supported the
United Nations. 'Since the Rus-
sians” indicated ' their unwilling-
ness- to ‘accept the spirit-of the
United Nations, and their inten-
tion to.veto-all important actions,
ithe . Republicans ' have - opposed
any concessions to Soviet Russia.

In my opinion, current foreign
policy "as far as. possible should
not be. a subject of partisan de-
bate, and the Republicans have
not made it so.  But it certainly is
the function ‘of the opposition to
point to the serious errors of the
past and the philosophy of gov-
ernment ' which ' brought. them
about. - Foreign  policy must  be
judged by its results, and the re-
sults of the foreign -policy of the
Administration ' during - the  past
three years have created a situa-
tion asibad or:worse than that
which existed before the war, and
have brought the world to a state
of economic collapse.

Certainly the - Administration
whose = policies - have ' produced
these results has no basis for ap-
pealing to the people for further
confidence on  the ground that
they are peculiarly fitted or fitted
at all to administer foreign policy.

We ‘could have had ‘only one
justification for entering the war,
a war we really entered long be-
fore Pearl Harber, ; That was not
‘because  we desired to reform the
world, but. because we believed
that German success would ulti-
mately threaten our own freedom.
After the magnificent work of our
armed forces, backed by our in-
dustrial .and agricultural produc-
tion, we had only one real inter-
est, ‘'That was to: insure through
an organization of nations that no
nation; whatever should -again un-
dertake to conquer the.world, and
in: particular, that such restraints
be ‘imposed -upon Germans and
Japanese production as would pre~
vent their rearming. !

Atlantic Charter Abandoned

Of course, - having  become ' in-
volved in the war, we had the re~
sponsibility of seeing that the new
world started ‘on:a basis of free-
dom, justice and equality, = This
was the “essence of the - Atlantic
Charter; ' a joint declaration : by
Franklin ‘Roosevelt .and ‘Winston
Churchill, formally transmitted to
Congress by the President .as the
policy -of his Administration.

The second clause of the Atlan-
tic Charter-stated that we desired
to see-no territorial changes that
did not accord with the freely ex-

to. be asked to go. along -with a|’

A _-_-'v!{evi.s'e"d; I'oreign“‘fPolich 2

(Continued from page 19) -

pressed wishes
«cerned, Ay ‘
{ : The third ‘clause stated that we:
respected . the, right of- all peoples’
to choobe the form of government.
under which they would live, and:
wished to see sovereign rights and,
self-government restored to those:
who had. been forcibly deprived:
of them. i )

The fourth and fifth clauses ex=
pressed. our ‘intention to. further:
the enjoyment of all states, great.
or small, victor or vanquished, of:
excess, on' equal terms, to the
trade and to the raw materials of:
the world which are needed for.
their economic prosperity, for the:
purpose of securing economic ad=
vancement for"all.

of the peoples con-‘

. d

. The sixth and. seventh clauses .,

looked towards a
nations, ] 2

Beginning, however,” at Tehe~:
ran; we gradually abandoned most
of the ideals stated in the Atlantie;
Charter until 'today the attain~
ment of many of them is impos~"
sible.'We have won the war, but
we have lost the peace. ;

Attifude Toward Russia

. Until ‘Senator. Vandenberg" en«
tered the . picture,’our  attitude.
toward ‘Russia was. one. of com=
plete -surrender. ‘We gave - them
billions in - goods under Lend~
Lease, without a condition looking
to the postwar world.  We 'seeme
to feel that we had to beg Stalia
to continue the battle against Ger=,
many, and' accepted his view of
military strategy in attack, which
gave him- the Balkans with Tito
as the recognized leader in Yugo=
slavia,  Later we seem to have in~
sisted . on'' Russia:-entering * the
Japanese war, when the entrance
proved to ‘be' unnecessary, and
has only resulted in turning over
Manchuria, ‘to Russia,  President
Roosevelt apparently fzlt that if
Mr, Stalinreceived military aid.
and kind treatment from England
and“the United States, he would
be transformed into an angel of
light, " bringing  freedom to the
world,  This was the = attitude
‘clearly ‘shown  in the President’s
interviews  with = Forrest  Davis,
published in “The Saturday Eve=
ning * Post;” referred to as' theé
“Great ‘Design,” | .

new “léague of._ §

This " attitude ‘at “Teheran, at ' =

Yalta and at Potsdam: was pro-
moted:apparently by the ' basie
New Deal philosephy which in=
fluenced the whole Administras
tion. 'The - general attitude, as
exemplified in the “influence - of
the late' Mr. Harry Hopkins, was
a very friendly one toward com=
munism. ‘Many New Dealer®
would: not. go ‘along ‘with Mr
Henry “Wallace, who felt that
communism - was merely ‘another
form: of .democracy,: perhaps:a
little better form than our dem=
ocracy; but there were a lot wha
did havz that attitude.

Others doubted, but yielded. te
the party philosophy. Remember
how- very soft they were toward
the admission of Communists. inte
government _departments? Cer-
tainly Communists. were there, or
President; Truman would. not fi=
nally, two. years after V-E. Day,, ,
have ‘requested $50,000,000 to ge€ %
rid of them.-  We can see now
what a complete misconception of
the ‘whole Russian character and
the character of communism way
involved, in the concessions made,
and in the failure to exact guar~
antees. regarding ‘the ‘- postwar’
world.  Those concessions, to any-
one who understood the ‘Russians
at all, were certain to make Stalii
the dominant figure in Europe
and give powerful support to’the
cause of communism and to to~
talitarianism throughout the
world. ; :

The Administration - apparently
did not even *suggest that Lithu«
ania, ‘Latvia -and Estonia, under
the Atlantic ' Charter, . were' efi~

titled -to - have . their.:sovereigrn
(Continued on page 30) '
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rights and. self-government re-
stored, . :

We recognized the right of the
Russian Army. to occupy - the
Balkans, and also Berlin and

Vienna, which gives thems today |

their powerful hold 'in Europe.
With  feeble protests, we turned
over a large part of Germany to
Poland in order that Poland might
be compensated for territory de-
sired by Russia, thus agreeing, in
effect, to territorial changes con-
‘trary to the wishes of the peoples
concerned, in violation of the sec-
ond clause of the Atlantic Char-
ter. We actually withdrew our
troops from territory we occupied
in battle in Germany, occupied by
us partly because the Russians
were so busy seizing all of South-
eastern Europe except Greece,

The results of the New Deal;
policy are seen today in the oc-
cupation by Russia or large sec-
tions ‘of Baltic, German and Po-
lish 'territory, and their effective
domination by force of Austria,
Hungary,, Bulgaria, Rumania,
Yugoslavia, and large sections of
Manchuria. Of course, it has made
it infinitely more difficult to build
a world state on a foundation of
free nations when so large :a sec-
tion of the world is governed by
a foreign oppressor, Any ‘world
state must be based to a consider-
able extent on'a maintenance of
the status quo if ‘war is to be
avoided. If that status quo. con-
‘tains fundamental injustices and
.oppressions the task -of the new
organization is almost impossible.
It is contradictory to talk about
the Security "Council preventing
aggression’ when aggression on a
major scale has already occurred,

“ Dealings With Germany
-~ Our . dealings " with ' Germany
have been equally a repudiation
of our ideals and of the:Atlantic
Charter. I think'it is fair to say
that “our 'policy ‘has been domi-
nated primarily by vengeance and

a desire to punish for the policies]

‘which caused the war, That is a
very natural feeling which has
tended to dominate every nation
successful in a major war, but it
has never ‘produced any good. re-
sult. We had in this country after
the Civil War the most striking
example of its' futility and its
tragedy. v

" In'effect; we adopted the Mor--

genthau plan.: It was suggested
in- the -Yalta ‘conference, but it
was for-all practical purposes ap-
proved 'at ‘Potsdam’ by 'President
Truman in iiie text released on
Aug. 2, 1945.

The - policy .of. the' occupation
was designed expressly to ‘con-
vince the German people of their
criminal responsibiiity and to re-
duce them to a level of subsist-
ence only. - Production of all|im-
Pportant ‘manufactured goods was
to be prohibited or limited, with
the exception. of coal.: Payment
of : reparations in kind was to
leave enough to' enable the Ger-
mans: simply*to exist without ex-
ternal assistance. Millions of Ger-
mans were to be’ deported from
eastern” Germany ‘and  thrown
into the rest of Germany to feed
and support, Germans were to be
educated in democracy and taught
to abhor Hitler—a good idea if it
could be done,. 3

.The policy at Potsdam was car-
ried out by a directive issued.to
the Commander in Chief of Oc-
cupation in April, 1945, known as
JCS 1067, Thereafter, in spite of

constant disavowal that. we were.

enforcing  the: Morgenthau plan,
this directive, which was in effect
the same thing, remained in force
until this year. It finally came to
an end on July 15, 1947,

. The policy was a repudiation of
the Atlantic Charter promise that
all nations, including - vanquished
nations; should have equal treat-
ment from an economic.:stand-

point. It was also utterly. futile

unless we were. going to govern

Germany forever. ' That always
was impossible. Ten years from
now the Germans are bound to be
governing themselves even though
foreign troops remain to prevent
rearmament.

If 'the destruction suffered by
‘Germany in the ‘war was not
enough to. discredit nazism, cer-
tainly it would not be more dis-
credited by harsh treatment. for
a few years by armies of occupa~
tion. In fact, attempted education
by foreign invaders is more likely
to produce the very opposite re-
sult from that which is sought.
The policy of extreme denazifica~
tion down to the smallest units
can have no possible effect once
we have left Germany, and in the
meantime deprives the nation of
the services of nearly all Germans
trained . in: government in  those
routine activities -of local organ-
ization, so necessary to economic
recovery, : ;

The result has been to keep
the German people so short of
food that many of them believe
that starvation is our deliberate
intention.” It has been to deter
all economic' recovery so that it
costs us $600,000,000 a year simply
to bring the German diet up to
a subsistence level.

I remember several years ago
in a committee hearing, I. asked
Mr. Morgenthau how he thought
Europe could ‘be prosperous if a
nation of 80,000,000 in the midst
of Europe was reduced to an agri-
cultural  subsistence. His answer
was that other countries around
about Germany would quickly de-
velop ‘the necessary industries, I
expressed doubt, but he was con-
vinced. ;

“Utterly. Unrealistic”

Of course he was utterly un-
realistic. Not only has the policy
deprived the ' rest of Europe of
many" products: which  could ' be
manufactured in- Germany, but it
has deprived them'of a market
for their own exports, It has, thus,
completely upset the economy of
Europe and now we are called
upon for taxes from our taxpayers
to remedy the breakdown.

. There is.only one way in which
Germany can be effectively con-
trolled. That is to control the pro-
duction of a limited number of
essential products, The Vanden-
berg plan proposes that we remain
in Germany indefinitely, but only
to prevent rearmament; If that is
the ultimate  practical plan—and
I believe it is—there. is no reason
why it should  not have ' been
adopted from the beginning of the
occupation and German recovery
promoted, so that its people might
move toward the equal economic
conditions promised by the Atlan-
tic Charter,

The result of our whole policy,
furthermore, has been to destroy
the reputation which we had ac-
quired in the world for justice
and fair dealing. Until this war
the United States had been looked
upon. in Europe as a disinterested
party. But today we are regarded
as ~ another . imperialistic . nation
acting in our own selfish interest.
A recent poll shows that one-third
of the British and a larger per-
centage of the French believe that
America desires to dominate the
world,

We  have ' failed to keep our
promises to many people yearning
to be free.. We have failed to keep
our promises to the world regard-
ing' Germany. :

I do not see how: we can' hope
to secure permanent peace in’the
world except by establishing law
between nations and equal justice
under law, It ' may be a long, hard
course but I believe that the pub-
lic opinion of the  world can be
led along that course, so that the
time will come-when that public
opinion will support the decision
of any reasonable impartial tri-
bunal based on justice.. Our gen-
eral attitude has been one of pol-

icy and expediency instead of law

gn Policy

and fair dealing. Again I believe
this attitude derives from ‘the do-
mestic policy of recent years which
has proposed to turn over all dis-
cretion to deal with any serious
problem to administrative boards
unrestrained by definite statutes
and unrestrained by court review.
That . domestic . policy derided a
government of law and glorified a

government of men unrestrained |

by law or justice to individuals.

I believe our most creditable
efforts have been that of estab-
lishing the United Nations, and
the new Inter-American ' treaty.
There we have made a serious
attempt to keep our promises.
There we have created a forum in
which the problems .of the world
likely to lead to war can be dis-
cussed ‘and brought out-into ‘the
open, and at least partially solved.
The Inter-American treaty, credit
for which must go to Secretary
Marshall and Senator Vandenberg,
offers. even more hope of future
peace, It sets an example which
may ultimately be extended to
the entire world,

Turned to Force as Basis of Peace

Even in the United Nations
Charter, however, and - particu-
larly in its first qraft, we forgot
about justice and turned to. force
as the basis of peace.' All of the
emphas:s is on the powers of the
Security = Council to . police the
world. ‘The Charter is not based
primarily ‘'on a system of law or
the administration of justice. Its
plan is like one of setting up vigi-
lantes. to punish crime without a
criminal code, The Security Coun-
cil is required. to make such deci-
sions in its final use of force as
will maintain peace and security,
without any express reference to
justice, Of course, the two are not
synonymous,

Case of Poland Cifed X
In theory, thé Secufity Couneil
acting in full compliance with the
Charter could take territory. from
one nation to which it justly be-
longed and give it to. another be-
cause - it. felt  that  such . action
would produce peace. Thus Mr.
Chamberlain agreed to the trans-
fer of Sudetenland to Germany.
In . theory -the Security - Council
might find that the destruction of
an entire nation would tend fo a
more peaceful world. Poland. for
instance has always been a bone
of contention between-other na-
tions. By substituting the main-
tenance of peace and security by
force for law and justice; we au-
thorized the basing  of -decisions
on expediency, and .for expedi-
ency there are:no.rules which
cannot be changed to fit the facts
of the particular case. %
It is astonishing that the orig-
inal draft of the Charter at Dum-
barton Oaks contained practically
no - reference . to - justice  whatso~
ever.. Through' Senator Vanden-
berg’s ‘strenuous -efforts,” numer-
our references to justice were
inserted in the. final draft, but I
do not" believe that- they extend
to the Security Council in its use
of force.: The new. emphasis on
justice - will  certainly - justify  us
in’ using our. veto :power when-
ever we think it necessary to pre-
vent  unjust - decisions. By * that

:jcourse I believe we can develop

a practice in'accord with ideas of
law and justice. LRl A
In the Iong run, however; peace
in ‘this world can' only be‘ ef-
fected by a law_ agreed fo by all
nations; a court to-interpret that
law, and a police force to enforce
the law: ‘Until that occurs it is
hard to see how we can surrender
our veto except in limited fields
covered by very specific defini-
tions. ‘Yet, “as long as the great
nations: retain - their ‘veto' power
the Security Council eannot’ pre-
vent a:major war, < ': . ofotes

Economic Steps Criticized - :
" The dealings of the Administra=

tion in the foreign economic field

have certainly not tended to ‘pro-
duce world stability. We hastened
into-a theoretical plan for an in-
ternational fund and an interna-
tional bank costing us $6,000,000,-
000. We were assured it would
bring . economic stability to the

'world. . Even assuming its prin-

ciples were sound, which I have
always questioned, it was a com-

 plete: waste of funds to set it up

before we had created a world in
which it could effectively operate.

Subsequently we found that ‘the
Bretton  Woods  agreements ' 'did
nothing whatever to meet the real
crisis in Europe, and contrary to
the assurances of ‘the Treasury at
the time -we were, considering
Bretton ‘Woods, we had to make
a ‘direct’ loan to' Great Britain.
Now. we 'see that that loan has
failed ‘largely of ‘its purpose. In
the Bretton Woods agreement, we
forced the British Empire to agree
to give wup various established
trade relations which ' they con-
sidered essential for their own
economic life. No doubt our plan-
ners. thought we were benefiting
the world, but the British feel we
were forcing them to buy Ameri-
can products they did not desire.

In the British loan agreement,
we insisted upon sterling being
made convertible into “dollars. It
proved to be the;last blow to the
British economy:“We have ‘cre-
ated ‘the impression that we are
desirous of forcing American eco-

‘nomic  control over the entire

world and ' particularly  imposing
on all nations the: Hull-Clayton
theory of free trade. I don’t think
the charges -are remotely justi-
fied, but they come about from
an itching desire on the part of

i the' . Administration  to:' tell the

rest of the world how it shall
run its affairsizi¥

As I see it, the Administration
was dominated by the “Mr. Fix-
it” philosophy of the New. Deal.
Just as the New. Dealers wanted
to run the: lives. of . all . citizens
and improve thém. whether they
wished to be.improved or not, so
have .they tried to.use .our finan-
cial “ resources “.to. force .on. the
rest. of the werld the manner in
‘which .they  shall conduct their
foreign- exchange,:. their foreign
trade,. and . even  their currency
and other domestic affairs.’ No
'doubt we have acted in good faith
in supporting. ..international
control of interhational trade, but
to Europe it looks like an Ameri-
can control’ trying: to boss' their
affairs.

LG

- Our Foreign Policy a Mess

I maintain, therefore, that out-
side ‘the actual~conduct of “the
war, we could not have made a
worse mess of our foreign policy
than 'we did. 3The' only bright
spots are General” MacArthur’s
conduct of the occupation of Ja-
pan and the -establishment of the
United  Nations and  the recent
agreement signed ‘at Rio.  True,
Senator - Vandenberg and the bi-~
partisan - policy . finally - réversed
our ‘whole attitude toward Rus-
sia-to one' of Tfirmness, ‘and: was
responsible for reversing our pol-
icy in' Germany. - But  even -in
these restricted fields the biparti-
san: foreign policy was up against
handicaps- previously  imposed,

- which have, up to now, prevented

any ‘solution of those problems.

‘It “may ‘ be ‘asked, what"is" the
Republican foreign:policy? I have

‘| said. - that  under * a . Democratic

President its keystone is coopera-
-tion. I have ‘tried ‘'to point out
that “foreign - policy should:not: be
‘partisan. - Of - course, - 'when * wé
reach ‘thetime of the Presiden-
‘tial ‘election, it will be:incumbent
.on the. Republican ‘party to state
the manner: in; which it will con~
duct the country’s foreign policy,

‘but in the meantime I see no rea-|:
'son -why it should do more than

declare certain’ general principles
and oppose measures ' which’ it
‘considers completely dangerous to
the -welfare of ‘the country. Even
iwhen . a  Republican -‘President is

there is no panacea fo solve the
presént confusion from past error.

But certain  general prmc1ple;
can' be stated which have  suc=
ceeded in the past. My own belief
is that .the 'guiding principle of
any foreign policy should be -the
maintenance of peace so long as
conditions . do- not' threaten : the
freedom the people of the United
States: ' In my opinion,that has
not been the guiding principle of
our foreign policy inthe last fif<
teen years. - Short of “the loss of
freedom, war is the greatest de- -
stroyer ‘of ‘all ideals: This war
has cost ‘us’ three hundred' thou<
sand lives, hundreds of thousands
of permanently disabled, and the
happiness of -many families: It
has cost us $250,000.000,000 " of
debt. It" has imposed upon us a
current: financial budget for in-
terest, veterans, armed forces and
foreign aid so heavy as to threat<
en' the ‘successful continuation of.
a system of free ‘enterprise. It hag
brought destruction to many parts
of the world. i : :

In the - end . that'  destruction
must  injure 'us also. Successtul
though we were in’all the mili-
tary phases of the war, we -face
a' condition in the world today
not much less threatening  than
existed in' 1940. Even the nation
that wins a war, loses the war.
That nation must: abandon at
least temporarily the very free=
doms for which the war is fought;
and: once abandoned: we 'have
found that those freedoms are not
easy to recover, 8 :

A Policy Built Around UN.
1 believe our foreign policy
should be built around the United
Nations,  ehanging the whole em-
phasis’ of the organization to' the
establishment of ‘law and equal
justice - under - law. - Only  then
could we consider the abandons
ment of the veto power. I do.not
see how we can abandon our own
veto power, and thefeby give a:
majority. of the Security Council
the right over our objection to
carry through an unjust attack on
the United States or any other
nation. .There must first be a’'law
written and agreed to by all deals
ing with the subject on which the
veto is waived. That is not impos-
sible. -A beginning has been made
to writing a definition of aggress.
sion at Rio de Janeiro. The Amer-
ican Legion has proposed a num-
ber of amendments to the Charter
moving: in the direction I have
indicated. : P
Of course, we face a situation in
the present Russian att:tude which
makes progress along this line dif+
ficult. ' If it becomes impossible, if
Russia in effect withdraws from
any real participation in effective
action by the United Nations; I
believe we should proceed without
Russia to perfect:a United Nations
which -will operatein ‘a limited
field. We have perfected such
an ‘organization: with the Latin~-
American  nations, which may
serve as'an example to the rest oi
the world. But.I am hopeful tha
in- time -there ‘may. be enough
agreement with Russia to permit
effective operation of the present
United : Nations 'in many fields.":
I have not believed that Russia
intends, er desires, a conquest by
force of arms of additional terri+
toryto that occupied during ‘the
war. I have not felt—for the pres=
ent at least—that Russia desires a
fighting war, or would: give . seri-

that’ Russia’ desires.to' make com-
munism the accepted form of govs
ernment,. bothin occupied - terri- -
tories and' throughout the world,

to Russia-in any way in its plan
| for spreading ‘the'Communist pth
losophy.' v oy -y >y
. Communistic Aggression ;.
In communism ‘we: face a curis .
cus form of aggression. But outside
the power :of the Russian: Army
limited: to - Europe andAsia; it i8 - ;
the battle’ of ideologies.” We:can-"
not fight the ideologyof ‘commu~

elected, 'we -must ‘recognize that

LR S

nism’ with. soldiers, ‘War ‘initself

aid
t i+

ous consideration: to it 1'do-feel’ *

I'do not: believe we should- yield "
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creates a. condition favorable to to-
talitarian government, and, there-

fore, to communism.

. In general, the battle must be
fought out in each country by the
peoplel(gf that country, Undoubt-
€dly :the: conditions. are more fa-
‘vorable for communism incoun-
tries ; having :severe  .economic
Jardship; and so'in that field we
can - be ‘ helpful - with : loans “and
other. assistance, But.let: us not
woverestimate ; the . power of . our,
amoney. Certainly, our money’ can-
not-rule the peoples: of the :‘world.
I was willing to try a:large-scale
use of money 'in Greece to main-
dain ;the status quo- during- the
peace negotiations, but ‘we-might
Bas well recognize that the Greek
1ype’ of -experiment is impossible
in Ifaly-and France because of the
tremendous scale .on which money
would have:to .be-poured .in, :It
might well produce more hostility.
1o’ the  United States,” and. more
arguments. for the Communists. .,

But one thing is certainly clear,
-We should meet communism: first
here in the United: States, bring it/
out into the open and eliminate!
its influence, . If-we can’t meet. it
successfully at home, how can we,
hope to meet ‘it in Europe? Our
leaders should speak out in behalf:
of 'the American’system and get
away - from . the  inferiority: com-
plex’ about it we have seen in re-,
rent. ‘years... The:  New  Dealers
yeally attacked the basic philoso-:

Phy. of American government, its|:
- belief in individual and local free-,

dom; in competition and in reward!
for . incentive. ‘They: echoed the
arguments of Moscow. against ‘it,
and ‘wanted ‘to move our system
well ‘over toward -that of Russia.
The time has ‘come for, leaders of

- all.our parties to point out the|

merits of ' the American system;
and the princi.ples‘ behind 1it. g

CAEEA Policy‘Fbr_ Germény :

the Potsdam plan. :We should help

the Germans develop an economic|

system ‘which - will  support them
without assistance from this coun=
try. 'We should work out at once,
and announce, the limitation and
nature of the controls required to
prevent the ‘development ‘of an-
other ‘war machine, -We' should
also work out the amount of coal
and .other ' current ' production
which can properly be required
in the nature of reparations. With-
in those controls and requirements,
the Germans should be allowed to
develop’ their: own economy  re-
gardless of competition with other
nations, and with the same free-
dom of access to raw materials
which the other nations have,

< In Japan we should proceed to
imake peace as rapidly as possible
and witn controls to'insure against
the -development of armament, a
much more ‘simple matter in'the
‘case’ of Japan than' Germany, We
.should. permit Japan' to :support
itself like any .other nation.
. i We might as well face the fact
.- also if we are. going to keep any
.nation at a lower:standard of liv-
ing’ than the rest of the world,
‘it will-soon learn to produce more
cheaply..than - other 'nations: and
compete with .us throughout the
world., We:. might ‘well ‘return. to
the “-principles: of = the.' Atlantic.
Charter and "recognize that our
policies should be directed as. far
. -as practicable toward raising the
standard  of living of every na-
tion," :including,. the: conquered
countries. ;

.. The Marshall Plan

... In, the economic field, we have
.-.had proposed to us. the so-called
' Marshall Plan, which is not real-
1y a plan at all, but only a com-
bination; of suggestions. The first
suggestion is that. European na-
tions try to help each other be-
fore asking the United States for
bhelp. That certainly is a reason-
able proposal, but we have heard

little. of any .effective proposals |

to' that end from the conference
" in Paris. "If 'such self-help can be
worked out by a customs union,

.| duction to which it is best suited,

! : 1the . United States.
¢ In-Germany, we should speed | "
up the present tendency to reverse.

it should rebound to the develop-
ment in each country of that pro-

I still hope that we can reach an
agreement with Russia regarding
a unified ' Germany,  If. that -is
not .done, then the. rest of Ger-
many. outside the  Russian: zone
should certainly be integrated into
the economy of western Europe. |
. When' it ‘comes ‘to our part in
the Marshall Plan, however, there
are certain principles which must
govern ‘its application.- We: cannot
afford to-go on'lending. money
on :a- global scale. These "loans
in - all' human ‘ probability . will
never be repaid. They are gifts
to other’ countries  of our. labor,
and ‘our ’natural:resources, of
which -we have none too great a
‘supply; - They :are: paid for - by
heavy taxes on American produc-
tion and- American ‘workers, "~

I have 'always felt 'that we
should 'help :the mnations whose
economy -was destroyed by war
to get on their feet, We should
give them the machinery and the
raw materials necessary to set the
wheels going.. We have to continue
to'ship food to prevent starvation,
and .some additional food to tide
them over at a‘reasonable stand-
ard of living, until the machinery
does move. ‘ But I :believe - our
loans should be made to- specific
countries : for  specific - purposes
and only 16 pay for goods shipped
from the United ‘States. ik

This year we have in our budget
some $4,000,000,000 to finance for-
eign shipments. I would hope’ that
our annual -contribution might be
gradually: less until: it is' entirely
eliminiated 'in aperiod of about
four. years. In the meantime, ‘the
International Bank is in operation
with resources of $8,000,000,000 or
more. and can be  of further as-
sistance, such assistance incident-
ally coming. almost entirely. from

No Foreign Bounties : "

In the long run, no nation can
live on'the bounty ‘of another na-
tion. It can only permanently en-
joy a standard of living produced
by its own earnings or reasonable
hope . of future: devélopment; I
think we overestimate the accom-
plishments to be secured by a few
dollars from outside compared. to
the international organization and
management of any nation by its
own leaders. Certainly we wish to
help,” but an international “WPA
would fail to solve the problem of
world work just as it “failed to
solve unemployment in the United
States. I do not believe that Amer-
ica can save the world with
money. We: can only help the
world to save itself if it wishes to
be saved and makes its own ut-
most effort. ;

‘Of ‘course, in' this intérmediate’
period, we must maintain a strong|
Army and Navy, and while“the
Russian attitude remains what-it
is we had better retain the atomic
bomb.:I"do not .sympathize ‘with
those who say that our Army and
Navy-have fallen to pieces. They
are:still the most powerful in the
world, unless. we -want to fight the
Russian millions in their own back
yard, ' : '

If ‘we: can’t maintain ‘adequate
armed forces with an expenditure
0f+$10,500,000,000: a year, then we
must have a very inefficient man-
agement of the Army- and Navy.

We know that is not so. We v&vant ;

the most expert Army the Wworld
has ever.seen to meet the con-
tingencies of modern warfare. We
want the best research for mili-
tary purposes, and we want ' the
best organized intelligence serv- |
ice. 'This  Congress has already
unified the armed services ‘and
has provided a system of promo-
tion in the' Army and an intelli-
gence service which should tre-
mendously improve the efficiency
of our defense.

American Interests Should Be
; ’ Preserved :
i «In conclusion, our foreign policy
should be the expression. of ‘the

i{are not imperialists,

can people. It should express first
our determination to maintain
peace if at all possible, It should
express a determination to join
with -others in opposing aggres-
sien by other nations in -order to
preserve peace. It should express
our interest in an international
organization to . prevent aggres-
sion. It should not interfere with
the kind of government other na-
tions wish.to have, nor with the
economic policy. they wish to pur-
sue if it is reasonably fair to us.
The United .States does not want
to be a busybody. We don’t want
to develop an era of American
imperialism. Somehow our people
don’t like' to boss other people,
just as they don’t like to be bossed
—and so they are not good at the
job.. We can never make a suc-
cess ‘of 'imperialism ' because we

" "We must stand up for our sys-
tem ‘of individual and .economic
freedom, and point out: the dan-
gers of a totalitarian world. If we
can'show ‘that” this country can
maintain freedom and the high-
est standard of living in the world
under the “American system, it
will not be many years before the
example set will be:followed by
every other nation.

Halsey Stuart Group
Offers Telephone Bonds

' Halsey, Stuart & Co, Inc. and
associates' ‘offered  to the public
Oct, 1 $40,000,000 New : England
Telephone: & Telegraph Co., 35
year 3% debentures ‘due Oct. 1,
1982 at 1015 % .and accrued:in-
terest. The.group won the award
of the:debentures at competitive
sale Sept..30 on a bid of.100.8091.

‘The company intends to apply
the net proceeds from the sale to-
ward: the -payment of ' $43,000,000

- | borrowed .from its parent, Ameri-

can Télephone ‘& Telegraph Co.,
on.demand notes for the purpose
of partly meeting construction re-
quirements and  to restore to its
treasury monies already expended
for. this purpose. - The company
presently is engaged in the largest
construction program in- its his~
tory, which is expected to neces-
sitate the obtaining of substantial
amounts of additional capital over
the next few years.:

The company, which furnishes

local and toll telephone service in|

Maine, Massachusetts, New

:Hampshire, Rhode Island and Ver-

mont, on June 30, 1947 had 1,970,-
097 telephones in service and its
subsidiaries had 12,090, making a
total of 1,982,187. On that date the
company - was furnishing ' local
service in 591 exchange areas, of
which _nine, with a total popu-
lation of 723,000 are in the City of
Boston. ..

-~'The debentures will be redeem-~
able on at least 30 days’ notice at
prices scaled from 104% % to par
in 1977, plus accrued interest in
each case.

-.On consummation of the finane-'
ing the. company’s outstanding
capitalization will comprise $135,-
000,000 in funded debt and 1,555,-
701 :shares of capital stock (com-
mon) par value $100 per share.

- Joins Daugherty, Cole
(Special to THE FINANCIAL CHRONICLE)
~“PORTLAND, ORE. — Charles
B. Frazier has become associated
with Daugherty, Cole & Co., 729
Southwest . Alder ' Street. ' For
many.years Mr, Frazier was con-
nected with the Equitable Savings
& Loan Association of Portland.

Harrison & Frey Open

(Special to THE FINANCIAL CefoNICLE)
- CINCINNATI, OHIO—Harrison
& Frey, Inc. is engaging in a se-
curities business from offices in
the Southern Ohio Bank Building.
Officers are Lenford H. Harrison,
President; Theodore F. Frey, Sec-
retary-Treasurer; and Louis Keck,

interests and ideals of the Ameri-

Director.

tested 2-month correction from
the July high, will reverse its re-
cent trend. The threat of the ex-
port :collapse will have vanished.
The die-hard  bears: will . again
have to postpone ‘the date of the
oncoming depression.

If my premise be accepted, it
will \mean that. continuance ‘of
what has been, in effect, a new
industry over the past 112 years,
namely, whatever
choose to give to the industry
whose annual expenditures are
measured by our $35 billion budg-
et. Superficially, the purpose of
at least two-thirds of this budget
is to provide the finance mechan-
ism .for keeping a strong over-all
defense . establishment, " to keep
atomic research active (for its im-
pression an the rest.of the world),
and to provide aid to our friends.
More : philosophically, this huge
budget should be considered as the
financial means to bring peace to
the ‘world. That’s the new indus-
try—to . convince Russia  that ‘we
mean business, ' That business, in
collaboration . with -our present
ideological allies, comprising 85%
of the world’s population, is the-
effort to protect and preserve the
ideals of western civilization by
all means within our power.  We
are -not on the point of yielding
to:the spurious democracy of the
Soviets : (in' reality an oligarchic¢
despotism) - by default, ‘timidity,
and - weakness, but mean to sur-
vive -against all:Soviet preten-
sions.  The starting point of our
effort is to restore the productive
resources  of those: 16 nations in
Europe, ' and . probably Trizonia
Germany, devastated by the war,
tentially = like-minded: in ' their
political ideals. :
.;-These are the:signs of the times
as I read them. My interpretation
may. be wrong. But I would pre-
fer to base-my market policy on
the above premise rather than on
the premise that we will abandon
non-communistic Europe and Asia
to the wolves. Again I emphasize,
by way of repetsition, that .our
policy, - as it crystallizes, will
prove to the Soviets by polemics,
world-wide education, diplomacy
and by example, the superiority of
our free institutions in achieving
production, raising living stand-
ards, and human . happiness,
through its sheer creativeness, in
the belief that this policy will at-
tract converts to our side and con-
tract the areas of adherence;
mostly under duress, to the Soviet
side.

A Thorough-Going Deflation
. Impossible

If I were given my personal
choice, I would prefer to undergo
a sharp, fast-moving, ‘cleansing
deflation, for the sake ' of our
morals, hardihood and efficiency,
and for a restoration of balance in
costs, ‘wages, prices and profits.
But I don’t believe it is at all
likely in the early future. The de-
mand / for - goods is too: great.
Fiscally, it is impossible,

In fact, I wish to interject with

I this theorem which will be anath-
lema to"the solid bears.

It is
simply this: The normal postwar

| “primary” ‘boom may very well
|be “telescoped into the postwar

“secondary’’ boom without any in-
tervening deflation or depression,
other than the settling down that
has already occurred in the lux-
ury industries, and the elimina-
tion. of the absurdities of 1946. I
do not think this theorem, which
I project as a theorem, and not
as a prophecy, is so fanciful as it
appears at first blush.

(1) There is nothing given in
nature to compel exact historical
repetitions. ‘We like to use analo-
gies, hoping to ‘make our work
easier,

(2) The government now has a
higher vested interest in the level
of business than ever before. Any

realist knows that if a $35 billion

and .who-are like-minded, or po- |7

‘| years.

View of Present Stock Market _

(Continued from page 8)

budget is an imperative, then tax
collections to cover, .are impos-
sible except on a sustained high
level of business and of high
commodity - prices. It is pointed
out that ‘taxation- absorbs about
one-third of the national income,
One statistician' figures that total
taxes. per capita per. annum are
more than food costs per capita
per2 annum, namely  $316 versus

name you |$30

(3) Remember that forward of
the  1920-1921 deflation-depres=
sion, there were eight or nine
years of great prosperity. There
was. plenty of demand. The 1921
depression did- not occur because
demand was exhausted. : We were
right on the threshold of the big-
gest expansion' in history .in - at
least four " big industries: . (a)
building construction, (b) utility
construction, (c¢) automobiles, and
(d) ‘urban and suburban develop-
ment, '

" The Reserve Board’s Effect
The primary cause of the 1920
deflation  was: the old-fashioned,
stubborn orthodoxy of the then
Federal Reserve Board.” To pre-
serve the: gold 'standard, to oper-
ate -within the statutory reserve
requirements against note and de-
posit liabilities, and to prevent a
continuationof a boom that was
“out-of-hand” - and .absorbed  in=
creasing -:amounts of ‘bank credit,
those ' ‘old-fashioned . gentlemen,
brandished the time-honored, .and
only effective ‘bludgeon ' against
inflation, They deliberately, wan-
tonly -and. cruelly permitted dis-~
count ‘rates to rise from 3% % to
4?, 42 %, 5%, 6% and finally
()

Ask yourselves if the ‘present
government  will - trifle with the
market -value: of its_billions of
government securities, 'spoil - the
prospect of collecting $35 billions
in taxes, or endanger. its reelec-
tion by hoisting interest rates in
a like manner: o

If asked to guess about the prob-
abilities of this theorem working
out in practice, I would say slight-
ly more than 50-50.

I do not look for a high degree
of confidence in the markets un-
til some of the domestic and in:
ternational depressants are lifted.
For a number of years, and par-
ticularly until the Russian menace
is overcome, we cannot expect the
level of confidence that existed,
say, in the ’20s. However, I do
expect waves of ‘relatively great-
er confidence” and “relatively less
confidence” over the next several
Some increase in confi-
dence is due. just as soon as -the
Marshall proposals begin to take
form. T

There are a number of factors
on. the helpful side coming :up
soon: or in the next few months:
cashing of the G.I terminal leave
bonds, and payment of G.I, state
bonuses, the suspension of credit
controls ‘on Nov. 1, the practical
certainty of some relief on indi-
vidual income taxes for 1948, *In
these industries, I see nothing to
prevent capacity operations from
one*to three. years: automobile,
electric equipment, building con-
struction, farm equipment, special
machinery, steel, rayon yarn,

Old Stocks Cheaper than
New Issues

I agree that most stocks are
cheaper than any other kind of
property or .service. .Old issues
are .cheaper than new emissions.
The outlook for new emissions of
common stock is not very bright
until and unless the market . for
established issues rises consider-
ably. 1

I close by saying that stocks
would sell higher on lower earn-
ings if there were investor con-
fidence — confidence in the wulti-
mate triumph of world. tranquil-
lity, and in triumph of free institu-
tions over despotic totalitarian-

isms.
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) to overlook because :we associate
" them with other doctrines which
we' cannot -now - accept‘ without
much qualification, ' There are’ in
‘ these matters deep undercurrents
~at work, natural forces, one can
call them or even the invisible
hand, whrch are operating towards

equrhbrrum If it were not so, we,
could not have got on even so well‘

as ‘we have'for many decades
. past. .. . But in the long run these
expedlents will work better, and
we' shall need them 'less, 1f the
“classical medicine is also at work,
And ' if we reject the medicine
~from. cur systems ‘altogether, we
- nay just drift on from éxpediént
-0 expedient and rever' really get
fit again.”i-

b '°Before I proceed m glvmg my
epinion ‘on the nature of the prob-
lems ‘confronting our economy,-I
‘wish to dwell on the importance
of: the “moral ' climate . for. the
. proper and smooth working of‘our
compelitive economy I.am afraid
that the word “confidence” is very
‘often used .without people fully
reahzmg its meaning. And yet
our system cannot function ‘with-
. out .confidence. Our  individual
competitive system :is based ‘on
risk-taking and competition, which
.means mdrvrdual planning for the
.fulure. No one is willing to forego
. immediate advantages and assume
risks unless he has hope that the
future will vindicate his actions.
We'can choose to live in a col-
‘ Jectivist- economy ‘or in an | indi-
‘ vidual ‘competitive economy, The
process which” makes' the one ‘or
the other system tick is completely
_different. , The first one relies on
the: use of ‘the stick ‘and on the
. - distribution of the national prod-
--uet- according to political caprice.
_The individual competitive system
rests on profit and the mechanism
of free-formation of prices.on" ‘the
.market. This-implies that all fac-
. tors contributing' to the formation
.of prices are free to establish ' their
level wherever the market forces
-drive them. - Whether we live in a
.collectrvrst economy -or an - indi-
.vidur-x competitive economy; i§ a
- anatter of political choice for:a na-
-tion., But if it;is the choice of the
people to have an individual com-
petitive system; then we must do
.everything possxble not to hamper
Jits . smooth ' functioning. “If ‘we
‘create an:atmosphere- hostile  to
.profits, ‘and antagonistic to busi-
ness, and ‘we prevent the free de-
‘termination of prices on thé mar-|
‘ket-place, we should not wonder
that the system doesn‘t work,

" Price-Level After: Wars 7«
It is ‘vital at this Juncture that
‘we should not make the mistake
of confusing. factors making for
unemployment which have their
roots in the war period, and causes
of unemployment which - have
‘their roots in some dlsequrhbnum
mamly between prices and costs,
and in the price and wage strue-
ture, or some -cyclical temporary
_dlsequlllbrmm between: the ca-
pacity  of productlon and con-
‘sum},tron
We have inherited from the war
period a ‘huge money supply and
a_considerable rise in ‘wages and
-all costs, without an increase' in
productrvrty We have a. much
higher price ‘level: than' in. 1939,
-and. price-relationships which ‘are
‘dissimilar from the pre-war ones.
It is a well-known phenomenon
‘after wars: that when we stop in-
flating the ‘money supply, the gen-.
-eral level of prices tends to {all.
I ’submit that we must expeet the;
same phenomenon ‘happening
-sometime in the not too far dis-

*7  _tant future. The rmportant ques-y

" tion is heir aré we going.#o meet

problem" The
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wages have become ' rigid, or
rather; have only an upward flex-
1b1hty, ‘it is ‘hopeless, therefore,
to expect a return to a lower gen-
eral level of prices without creat-
ing widespread unemployment. It
seems. to me that one of the spe-
cific' remedies for this' particular
problem. will be,: properly timed,
the devaluation: of the.dollar and
of all other currencies, or to put it
otherwise, a rise in the price of
gold as provided for in the char-
ter of the International Monetary
Fund. - I’ underscore ‘the ‘words
“properly time” because timing is
paramount in ‘the’ apphcatlon of
such a’measure if it is to be suc-
cessful,~The ‘proper mg fwill’
be after the general trend of prices
is° 'unmistakably  downwards;" in
this present situation, after a’cer-
tain deﬂatron of " agricultural
prices,’.'The  downward  pull of
prices ‘may have, ‘after this war,
particularly devastatmg effects,
not only . because I surmise that
the break-even: point of .a ma-
jority of American . companies: is
very: high, and because the wage
level .in  general  hag risen tre-
mendously - without: increase :in
productivity, but also because:of
the great burden of taxation which
permeates -the  entire ' economic
body. It is -therefore extremely
important that considerable atten-
tion  should be :attached to the
genera] price level ‘which has re-
sulted “from . phenomena - due’ to
war and our. policies (fiscal, mon-
etary, and labor); and to avoid to
whatever extent possible the dev=
astating -effect§ of a general re-
adjustment of ‘the level of prlces
A ' devaluation- -of  currencies;
properly ‘timed, will provide ‘one
of the basic remedres for this spe-
cific -problem resulting from. the
war. ' (I-am, however, wondering
whether it -has not become neces-
sary. to- restore throughout -the
entire world a:free: circulation. of
gold ) Abrormal credit expansion
is'not a remedy for this problem,
as’it has conclusively been proven
by the 1929-1933 depression.: A
devaluation will not by itself cor=
rect'the 'situation. One way or
another we shall ’ have to tackle
the wage problem, ‘or rather the
question of wages. in those indus-
tries making up the bulk of costs
in’ ‘construction, automoblles and
durable goods.

The Presrdent’s Mrd Year
Ecenemic Report
‘Referring - to * the - President’s
Mid-Year Economic Report, my
main. strictures on the report-are:
..(a),.Nothing. is- said -about the

price’ level and " profits -once :the| -

inflationary forces will have spent
themselves and: Europe will have
resumed production on a normal
scale. - This: question is paramount
for our country on -account:ef the
rigidity of wages.

~(b) The undercurrent of the re-
port puts too: much emphasis on
mgher wages a3 an offset to the
Tise in'the cost of living, while it,
is evident that many wages and’
incomes ‘cannot follow the rise in
wages “to workers in  privileged
industries.. This policy is the more
dangerous at this juncture because
we are going to be confronted
within a 'year or so (or sooner)]
with a falling trend of prices.

The' Importance ' of the Wage-!
Structure ‘to A Mass- Consumptronx
. Economy

1 for ~one, am strongly con-|

.vmced that'we do not put enough

stress on- the current income rela-
tionship of various classes of:con=-
sumers if we are to get a.smooth
and abundant exchange of .goods
and. services. Hence, we .do-not:
put , enough’, stress. on the, wage

structure. and on the relation.be-

| of wages, particularly in the man-

‘most effective ways'of distributing.

essential condition is a proper bal-

tween industrial and ‘agricultural
prices,; Already in .the 1920’s ‘and
particularly in the 1930’s, the agri-
culturist and. the: lower-pald third
of .the population ‘were unable to
buy .the production of the higher-
paid workers. ‘The maximization
of - production in -a mass-produc-
tion,; mass-consumption economy
like ours depends. on -the~wage
structure ‘and on the relation be-
tween industrial and agricultural
prices. I believe that the wages
in the industries ‘which 'make up
the bulk of costs in the housing;
automobile, .and other . durable
goods industries are too high, rel-
ative to the bulk of the wages
and other sources of income.
The same is -true .at 'present
of the agricultural .prices. My
impression is that during the war
and. until V-J Day there was a
trend toward a better income re-
lationship . between ,the various
classes of wage' earners;- but now
we seem to 'repeat ‘the -same
phenomenon as in the' 1920’s and
in “the ' 1930’s,  namely, to . bring
about ‘an unbalanced wage struc-
ture, which, in my judgment, is
detrlmental to a mass consump-
tion economy..

If we are to have a mass con-
sumption economy, we must also
be careful to have a wage policy
which will permlt the spread of
the “‘increase "in  productivity,
wherever ‘it occurs, to .all ‘cate-
gories' of consumers. But. even
more harmful for the health of a
mass. consumption economy: is tc
increase. wages where there is no
increase in - productivity, as. has
been done in the most recent wage
increases. The best way to spread
the' benefits of the !increase: in
productivity in our economic sys-
tem, as- it works at : the present
time, is to lower prices. wherever
there .is -an ‘increase-in- produc~
tivity. . This is also the best way
of redistributing national income,

I believe that when: we talk about |-
distribution of incomeé, we wrong-!|

ly ‘place: emphasis’ on the maldis-
tribution of income between wages
and . salaries versus  profits and
savings.: The ‘more"I check: the
relative: importance of the figures
of profits as. compared ‘with those:

ufacturing industries,” the less. I
am- convineed- of  the validity . of
the argument that profits have
been or are too high. On the other;
hand, T believe ‘that’.one: of the:

the national income more equally
and fairly is by a balanced wage-
structure and by the-reduction of’
prices wherever - justified by 'an
increase 'in productivity. Another

ance between industrial and agrl-
cultural prices. b i

The ' Wage-Structure and:
Investment .
The wagerstructure affects. also;
investment and therefore the level
of “employment.: High ‘wages in
the housing, automobile and other
durable goods industries will be-
come an obstacle to ‘investment
and even' to the sale of durable
goods as soon as the most. press-
ing meeds left behind by the war
have been filled. The extraordi-
nary- and: important- fact is' that
our-wage-structure-is unbalanced’
to the -detriment -of ‘both invest-
ment and mass-consumption. From
the viewpoint of - mass-consump-

tion ‘any--considerable unbalance|’ *

in the wage-income relationships
is detrimental. But from the view-
point of investment .the most
harmful unbalance in the wage-
structure is to-have high wages
in the industries -which make ‘up;
the bulk of costs in the housing,
automobile, and. other " durable
goods 1_rrdustrres And this is pre-
cisely the situation in the U, S.’A.
ever -since: the- first- World War.
No ‘wonder that our- country is
mcapable of recovering: an eco-
nomic balance. .

What caw we do. to correct this:

situation?. -The geographrea} -and
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professional mobility “of labor

- being very low:we may decide to

break .the monopolistic’ power of
a few powerful. unions. But this
is hardly to be ‘expected in:a po-
litical democracy like ours, There-
fore  we may have ‘to' look’ for
some other way of correcting this
situation.- However; only competi-
tion in‘a free market is the per-
tinent solution of this problem. It
is ‘absurd to speak'about compe-
tition in prices' when we tolerate
fixation of wages by monopolistic
means. Any other’ solution (and
there are.such solutions) of this
problem by : means other than
competition in g free market will
entail new dangers. of a political
nature, .

'On A “Multiplier”

Be it mentione’d‘in passing that
each 'time  we increase prices at
the -manufacturing level, ‘the in-
crease is much higher at the retail
level. . It is not sufficiently real-
ized that there is a sort of “mul-
tiplier” petween increases in costs’
at the manufacturers’ level’ ana
increases ‘in: prices ‘at the retail

point of sale. This is due not qnly; (R
{| to .the ‘mark-ups by~ the .retailer

which ‘are’ based on’the  selling’
prices of the manufacturer, but
also to the selling expenses of the
manufacturer, which increase au-
tomatrcally thh increases in their
selling prices. (See book “Does
Distribution Cost Too Much” pub-
lished by the 20th Century Fund.) |
Nobody is to be blamed for this.
spread,, or so-called “multiplier”’
between increases in manufac-|
turers’ costs and the. increase. in
selling prices. - It is a fact due to;
the process. of -distribution and.l|
doubt  that much: can. be -done|
about it in'our free society. 'I’he'
consequence of this fact, however,)
is the *‘multiplied” danger to our
economy when we increase wages
without ‘increase “in. productivity.|
vk -On “Constants” - :
At thlS point T 'wish:to mention
my surprise-at the-fact-that:not-|
withstanding ‘the "available statis-|
tical :evidence; little stress.is put|
on-. certain “constants” in our
economy which are the results.of]
the operation of our: free market|
‘eeconomy, 1 think;" for instance,
that:the proportion of wages and|
salaries 1o the national inceme is|
a: constant..if . due; allowance.. is |
made’ far: axslow progressive: rise
to’ be.:ascribed . to technological
progress :(a‘:/fact. . mentioned . by
many: . British: economists like
Keynes, Pigou, Hawtrey, Robin-~
son, Barna, etc) Only in periods
of 'abnormal monetary | intlation

like during the war, or in periods|- -

of acute’ depression:like:in: 1932
and 1933 are there-any substantial
changes in ‘this- percentage .and,
even - then, - surprisingly - enough,
not very much at that. There are
many - such . “constants” in .our
economy which are simply the re-
sults of the free play of the mar«|
ket economy. -We may try to in-
fluence these “constants,”. and
sometimes: we might succeed.
‘1axation can . be successful, but,
for instance, trade vnions cannot
But if and when we succeed I'am
questlonmg whether it is not.al
the price of destroying-our free
market economy or if it does ot
create disequilibriums’of a nature:
which we keep trying to cure by
money and credit inflation and/or
defic.t spending:

On Price-Distortion

Lately practically - all” official
speeches and utterances by econo-
mists speak about ‘‘necessary re-
adjustments in the price  struc-|
ture” or “distortions of the price
structure,” but nobody seems to
know exactly ‘what is meant by
“economic -balance : within. the

price -structure,” -or. rather I.feel| .
‘that: nobody -has thought through

the implications of this phrase: Are
these-“distortions,” “necessary re-
adjustments” - “and - “unbalances?
relative to the price refations of a
prevxous year -like; -f07 " instanee,

19392 .

If ihls 1s thelﬁase why.

should the price relatlons cf 1939

‘bé * considered -normal  when' at
-that time'there was much unems=

ployment'. and-: the - “government
needed :to have recourse to deficit
spending’ to- balance the budget?
If we think through this ‘problem
of the balance in the price-struc=
ture I feel that we would:become
aware of the full import of the
wage-structure. and of the rela-
tionship between industrial wages
and agricultural prices. The price=
structure is'mainly a reflection of
the wage-structure and of the re-
lationship between it and the level’
of agricultural prices, ' The -eco=
nomic balance in the price struc-
ture is extremely important to our
mass-consumption mass-produc=
tion economy for reasons which I
have expatiated on before. There<
fore, it - would be . important,
although very dflficult, to think
of price relationships in terms no
what has prevaned i’ the. pasti

but of whatis necessary to' ASsuré

a.high: level of economic’ actrvrty
in -the :future, without smonetary
inflation or abnormal credit -in=
flation and/or deficit spending‘ T

Hrgh-lncome and the .
“Wage-Structure 4
In the “Mid-Year Economic Re-
port” one reads on page 16: ;
“Our: concern today is’ "not
whether the consumers could buy
as much as'they did during the
war, It is rather whether they
can : buy enough to sustain: our
economy wrth maxrmum produc-n
tion.” ¢ ;
‘And from page 5 of the same
report I-assume:that this: means
an. economy with $225 billions ‘of
national production at the present
level of prices. The great ques+
tion, however, is how to-attain
such  a 'goal "without. abnorma
monetary or credit expansion and
without huge deficit spending. '
submit: that if' we: wish” fo get an
mielligent answer to this problem

we would. well . first answer the *° ¢

following questions:. "

What was. thé ‘cause- of the- 1929 3
depressxon" v

What was the cause of the 1937 |
depression? . .- i

-‘'Why did. we haVe in 1939 9 000,-. SR
000 unemployed, notwithstanding . '
the abundance of‘-money; ' high
wages in the powerfully unionized
industries,: plus deficit spending?,

If we are incapable of providing
answers fo.these- questions on the
basis ‘of the-wealth of known:facts
and statisticalmaterial -we have;
we-had better give up any hope of-
ever: being -able fo restore eco=
nomic. equilibrium ' and: to keep,
our country in a healthy, sturdy.
condition, * 4

- An Earnest Warning

.1 wish to sound ‘an earnest
warning - regardmg our present= .
day wage  policies, based on the’ |
facts which ‘have surrounded the’

depression of 1929, and ¢ven the
one of 1937, and the lessous there~

from, = It is often asserted ' by
economists * like' 'Hansen,': Robert
Nathan, John H. Will’iams,‘ Chester ~
Bowles, “Sumner - Slichter, - and
others, that weé might- - have
avoided the 1929 depression, or at
least: have alleviated- it, if wages
had ‘been: higher ‘in: the: 1920’s;:
particularly ‘after 1926. It is based
on- the theory that. in'the: period’
of 1923 to- 1929 - profits were too’
high ' and ‘wages- too *low:t Itvig
interesting. to- note immediately
that: in. such: assertions ‘referéence:
is made to “profits” and“wages’
in. general as |if all profits:-had:
been high'and all wages-had been’
low. - The truth-is that fromithe:
point of view of :a-balanced 'etons,
omy, ‘some ‘wages: were:too. high»
and - some: wages: were too: lowi
There are. a:few vers.ondiof the’

'theory'that between 1926.and:1929:

profits were- too hlgh and“zwages
too:dow,: - = a0

One version” alleges ‘that con4 g
sumption: was~not ‘high? enough‘

'and that there: was: too muich :in=:

vestment: .- Another: -one:-is - that:

‘ndustry: could not find an: oppors:
‘t‘umty for'- productive -investment: -

3¢:ithe-:profits’ made :during the: . .
ehod 1923 40;1929 There is g,
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third verion of 'this. theory, the
most . dangerous ' one -because: it
. contains- in my- view 'an ' element
of truth. This version is that be-
cause some profits.were. too high
they fed speculation on the stock

.- market. 5 . :
I share the view.that the profits
made by manufacturing corpora-
tions, chiefly of durable and semi~
« durable- goods, during -the period
©.1927 to 1929, having been  high,
fed speculation and brought.about
also huge capital gains, a great
part. of, which were_ diverted .to
sconsumption, ' The-doubtful prop-
_osition; however; is that the rem-
.. edy ‘to. this situation ‘would. have
been higher wages.in. the . privi-
| leged: industries, .  The .question I
| - raise-is whether, in.those circum-
stances,. the proper ;policy. would
not . have:been 4o ‘reduce :prices
. and, better;yet, to avoid credit, ex~
-+ pansion,. which- would .have ‘pre-
vented the dilemma: from -arising.
i~ My theory is that the price level
- (expressed:in gold dollars): which
| .- existed. in-the United States before
| 1929 (about 50%-above 1914)'_was
| : abnormal .and - that. ifs . mainte-

|- mnance_until; 1929 .was made -pos-

* sible chiefly by the credit expan-
sion ‘indulg}éd in 'by the Federal
Reserve banks' with' the purpose
of . ' maintaining |- economic  ac-
tivity . and indirectly . the price
level which we inherited from the
first World, War; and its con-
comitant inflation. - - The main
worry “of 'the Federal Reserve
banks ‘at that time was agricul-
tural prices, because after 1924
they. began to feel the downward
pull - of world ‘production ‘and
prices,. A rise in wages. in the

eriod 1926 ‘to 1929. would have

ad only the effect of increasing
the .unbalance existing at “that
time, in.the income. relationship
between various' classes of wage-
earners. and between . industrial
versus farm prices,

Always and invariably, the pro-
ponents of the theory . that we
should * have . increased . . wages
{which wages?) after 1926, state
the following. fact in-support of
their argument:: From :'1923. to
1929 productivity per man-hour
increased 23%, and wage rates in
manufacturing - only. 4%.
the same propornents never men-
tion, however, is the'more signifi-
cant fact that wage rates were in~
creased more than:110% between
1914! and 1919 :without 'any ins
crease ' in: ‘productivity’ -per. man-
hour; » 1t took 28 years before 1913
for wages to increase about 50%.
(Natura non facit saltum!)

Economic Equilibrium
In my judgment the rise in
wages from 1914 to 1919 without
an increase in productw_lty is the
most - significant ' and important
single economic fact of that pe-
riod,. From this economic fact a
chain ' of - consequences ‘- ensued
which led to a fundamental dis-
equilibrium in the ‘American econ~
omy, The .abnormal increase 1in
wage rates made it necessary.to
increase or maintain high tariffs.
High tariffs made it necessary to
upport agricultural prices which
vaTére pulled . downwards by the
world price.level after 1924.. To
support: the price level, and par-
ticularly. the - prices: of = agricul-
tural - products, - the Federal . Re-
serve ' -banks indulged .in ' huge
crediti;expansion, - :This, in' turn,
" fed: speculation. . The vicious cir~
cle: was ‘broken by the great de-
pression of 1929. - - i 3
: ~The«iabrupt. fall in-prices from
1929 t0:'1933.created a serious-dis-
. equilibrium between: costs and
prices; .:After . the devaluation.of
the ‘dollar, :which had.been made
Wecessary.by, our preceding mone-
‘tary:.and: credit :expansion and
our wage policy; wages In many
. manufacturing . ~industries  were
‘@again allowed to rise substantially
fmorée than'the .increase in ‘the
. price ~level :* We ‘ repeated the
same mistake in policy in 1936-37,
| - bringing -about: the. recession..of
' ’1937. :The: economic .stagnation
- and unemployment . in the. United

What |:

way by our wage policies than by

any other theory. The origin of
the mistake in wage policy is to
be found in the first World War,
when wages increased more than
100% without an increase in pro-
ductivity; this increase was made
possible by the ‘“magagement” of
money. - During  the 1920’s" and
1930’s the high wage policy in the
durable goods industries impover-
ished - the agriculturist and the
lower-paid- third -of ‘the' popula-
tion, which were' unable to buy
the production- of-the -higher-paid
workers.. Moreover, after. 1930 the
high wages in. the durable goods
industries hampered ' investment
and construction -on- account of
the rise in costs. By o e
The most plausible explanation
of the severity ' of 'the 1929 de-
pression '.is::'that Teadjustments

|méade necessary by the monetary
and-‘economic’ policies during and

after ‘the. war ‘were superimposed
on “a. fundamental -trend ' toward
the .level 'of prices. (as expressed
in" gold. dollars) 'nearer the- one
we had in 1914 than the one we
inherited-from' the -war, .= Y

. »: Our Present Situation. - :
i Haven't.-we recently- repeated
the same mistakes as those made
between 1914 and '1939? = Are we
therefore  not going to be con-
fronted . with the same kind of
problems- we knew in  the 1930’s,
namely, .unemployment and " a
stagnant economy which we had
to support . by deficit  spending
and abngormal . monetary expan-
sion?'  “This' 'time ' agricultural
prices may keep in better balance
with industrial wages than after
1918." In point of fact,” for the

tme being:they are too high,.and
the:lowering of agricultural prices
would be beneficial to the entire
economy, If gold is to remain the
foundation of our money, then we
shall probably have to devalue the
dollar and most of all of the other
currencies once the world price
level begins'to fall significantly.
Just ‘as - during. the last World
War, we have. increased consider-
ably:our average of wages—about
100% since 1939—without increas-
ing our productivity per man-hour,
This war- alsa:leaves our country
with an.extraordinary ‘burden. of
taxation..- ‘When prices.. bégin - to
pull downwards I am afraid that
the burden .of taxation and .the
rigidity of our wages, principally
of those wages whose level is most
detrimental. to-an. equilibrium of
our -economy, - will .confront “our
country . with . extremely . serious
problems for which we had better
prepare-if we can think.of any
solution, ¢y e e e
| 1f ‘we'wish to maintain-our lib-
erties, then we must seek:solutions
to.‘our problems which: arecon-
ducive ' to *an 'economic . ‘balance:
Most: importantly. we- should - not
undermine the :soundness “of our
currency, Debauchery of money is
conducive to social upheavels. The
secret of a healthy  and sturdy
economy lies in a sound monetary
system and a balanced economy:
balance between- cost and prices,
balance 'in 'the ' income-relation-
ship of consumers. The more. an
economy’ is unbalanced, the more
we  need artificial ' purchasing
power and the greater the deficit-
spending and monetary’ debauch-
ery, which ineluctably culminate
in the loss of our liberties.

Is the Stock Market Really
. Historically High?

6 (Continued from first page). .

under 100.”. We believe that this
type of historical -analysis is fal-
lacious, and.therefore misleading.
This - conclusion is based on-the
following considerations: o
(1) Similar reasoning, had it
been applied say in 1923 or 1924,
would have led to the: conclusion
that .-stocks - were - “historically
high” when they; reached.a level
0f-105 in each of .these.two yeéars,
inasmuch as ‘the Dow-Jones: In-
dustrial -:Average had.sold - above
110 during only one. of the pre-
ceding 26 years (in 1919). -Fur-
thermore, up until that time, it
could have been said that “No
bull-market has started when the
Dow-Jones  Industrial - Average
was -above 67.” The 1923 bear
market low -was 30% above the
67 level, and 'subsequent events
proved that the market was laying
the base in 1923 and 1924 for an
inflationary rise of record-break-
ing proportions!:  rni et Lt
(2) This type of reasoning does
not allow for' the fact that the
assets. and -basic ' earning power
behind ‘the vast majority of com-
panies of the type which are in-
cluded in the.Dow-Jones Indus-
trial Average are now much larger
than they were ten : years ago,
15! years ago, .and .25’ years 'ago.
In ‘some instances, because of the
plow-back of earnings and amor-
tized war plants, the real tangible

assets behind each ‘share .of com-.

mon stock are at least 50% .above
what they were in 1938, when the
Dow - Jones  Industrial ;| Average
made-a-low of 99." = :
(3): An even more important
indictment - of * the.” “historically
high” argument is that it does not
allow ‘for changes in' the value of
the dollar, While. there is no close
short-term . correlation - between

the purchasing -power of ‘the dol- |.

lar: -and . the.. price - of..common
stocks, " there .is_bound. to-be a
high degree of long-term. correla-
tion between these .two. factors.

This is {rue ' because. long-term

changes: or adjustments - in..the

fed | general, price _level _result.in. a
"States. during 'the 1930’s can be
| _explained in a much more sensible|

roughly - corresponding ' increase
(or decrease) in_total sales for

\

bus_iness as a whole, and because
major changes. in the price level
affect the costs of goods which
can be produced with plant and
equipment . built or acquired at
the new price level, 435

Great Advance in Price Level
! Expected

There is @ great deql of “evi-
dence 'ut the present time which
points to the probability that the
general price level will hold at
least 60% to 70%, and possibly as
much as 809 to 100 %, above pre-
war. levels for an indefinite pe-
riod in the future. This conclusion
seems justified for the following
reasons:

(1) The general price level, in
the last analysis, is ‘determined
by costs. “The' basic elements in
costs are wages and taxes, and to
these  factors must be “added a
“mark-up” representing' ' profits.
Wages are by far the most im-
portant of these elements, and to-
gether with taxes, directly or in-
directly account for at least-70%
t0:80%. of total costs. :

* Wage rates in both union and
non-union- plants are now run-
‘ning; on'the average,:about 100%

‘above: what ‘they ‘were in -1939:

‘Taking our-economy:as a whole,
there -is.' some question as ‘to
whether efficiency since 1939 has
improved ' sufficiently - to " offset
even a small'part of this increase
in 'wage rates. Corporate income,
payroll;, excise and other taxes

:(which, of course, are a basic ele-

ment .in . costs, and must be ab-
sorbed in- prices) appear certain
to hold at two'or three times the
maximum prewar level for some
time to -come, inasmuch as our

Federal ‘budget is now more than |

four times that of 1939.
For a number of reasons; there

appears. to be. no - prospect: of a.

decline in. either wage rates or
taxes’ to below.180% to 200%  of
prewar .levels,” during the: years
immediately ahead. 'If we are
right - "in" “this’ ‘conclusion, . this
means that costs are not likely to
.decline sufficiently to permit the
price level to fall below, say 160.%

-

fbas’s . for

to- 180% of ‘prewar; as conipared
with the present level .of 190%
of the 1938-1939 average, . In the
event of another general round of
wage, increases during -the elec-
tion year of 1948, it is possible
that costs will be “frozen” at q
level substantially above 1809% of
prewar, o i

The Negligible Effect of Profit:
. b -Decline. B

In the case of the third element
in prices, ‘that of ‘profit ‘margins,
it-is conceivable’ that profit mar-
gins might decline- by about one-
third. However, since they only
represent -between: 10% and 12%
of sales (after taxes) for.industry
as a :whole, .a .33% reduction in
profit margins would result.only
in a :3%:or 4% decline: in-.the
price- level.: “Technological. :im-
pbrovements will help to pull some|
prices downward, of .course; buti
experience teaches that:this factor
is. not likely to reduce total costs
by. more ‘than -1%%. to -2%.’ per
year, .l

(2) The supply of money: often
does: act as-‘a: limiting- factor -on
prices, and theoretically, a short=
age of credit could prevent: prices
from: holding very .long "atsay
100%- above prewar levels, How-
ever,.the supply .of money today
is about 2V ' times the rprewar
level,.and it is difficult to see how
this supply could be reduced even
by as much as 20% until or unless
the Federal debt is reduced by at
least $50 billion from the. current
level, It would seem' to follow,
therefore, that we can hardly look
for any natural downward pres-
sure on prices as a result of limi-
tations in the ‘supply of money.

(3) During the years following
World War I, commodity prices
rose to 242% of prewar average,
even though our Federal debt had
been increased by a maximum of
only $25 billion over: the prewar
levels of $1.2: billion. Currently,
commodity “prices ‘are only about
180% .of the 1938-1939 average,
even  though our national  debt
has risen by more than $220 bil-
lion. since 1938. .. o i

“ The price inflation of 1916-1920°
was checkeq in the latter year by
a financial squeeze. Quite obvi-
ously, a rise in the national debt
to $23 billion did not provide the:
sufficient = -additional
liquid ‘funds to’ permit prices to
hold ‘at a level of 2% times that
 prevailing prior to World War, I.
(Our production during  that pe-
riod had been financed largely by
private . borrowing, in - contrast
'with the method of financing in-
ventories and plant expansion in
World War II.). With our national
debt now at ten times the level
reached at the peak in 1919, the
liquid assets represented by own-
ership of Government bonds, and
bank’ deposits,: have  provided a
much. more: potent inflation base
than' “we “had following : World
War I.. (According to data com-
piled by the  Federal Reserve
Board, bank ' deposits, currency,
and ‘U. Si Government. securities
held by individuals ‘ now tota

more than $150 billion.) = . ‘

After the deflation of 1920-1921,
commodity prices stabilized at
about -1409%: of the prewar level
for:.mine years, or, through 1929,
This stabilization at substantially
above the prewar price Jevel oc-
curred in the face of 'a '40% de-
cline 'in our Federal debt. from
the -peak ' reached - in 1919. It
would seem fairly safe to assume
that ‘our ‘national “debt will: not
| be reduced "in the same: propor-
tion, and certainly not - down to
' within even - $100° billion of: the
prewar level, at any . time within
the next seven or eight years,

(4) While it may be a debatable
'point, it does seem as though the
nine-year - stabilization : 6f com-=
modity prices:at.140% of the pre-
war " level, starting’ in-1921," had
'something to’do with the fact that
the 1923 bear'market low, as men-’
‘tioned abave, “was :'30% ‘"'above
‘what would have been considered,
at that time, a minimum -base: for

any new bull market, If we are
willing to -assume-that commodity

prices {vili'hola at only 60% above
prewar levels during the next few-

| y€ars, it can be said that the Dow-

Jones Industrial Average, at the
lows_ touched in.Cctober of 1946
and in May of this year, was sell-
ing at the equivalent of the lows
touched in March, 1938, when this
average dipped to 99, ' '
. (5) There is, of course, a schook
of ‘thought, which has been warn-;
ing. of deflation, rather than in-
flation, ever since V-J Day, These
individuals promised’ us a decl.ne
i commodity prices within a few
months after the removal of OPA..
The theory was that our produc-~
tive ‘capacity was so very large, .
that the country would be flooded
with goods as soon as _controls
were removed. ;

- 'The evidence of the past_two

years clearly shows that'this rea- '
soning was not sound.":While we -
might have a theoretical capacity
0 produce. ten million. automo- -
biles a_year, or ten million homes,
our- practical capacity ' is limited
by such factors as the supply of -
skilled labor, the ‘supply’ of' steel,

the willingness of people to work,
and - the -availability of  transpor— -
tation facilities. ‘In ‘those indus-
tries where it was possible to sat-
isfy the pent-un demand fairly
quickly, there' have :been some:
downward readjustments in prices.
However, even in the case' of
radios, prices have not, and can-
not be expected to decline, to any~
where near prewar levels, inas-
much as-the principal cost factors
are holding at substantially above
those'of prewar, #

Summary ‘and Conclusion

Inasmuch as the senera] price
level has a very definite bearing
on the dollarvolumle of sales; the
cost of new plant ang equipment
to be used in production, ete,; the
general - price ‘level does have'a
bearing on the fundamental value
arid long-term pr'ce level of equix
ties. The political and organizas
tion strength of 1labor, together
with our :tremendously expanded
credit base, would seem to ensu
the establishment = and mainten
nance of a much higher general
price level than that witnessed,
on ' the' average, during the 50
years ‘covered by.the Dow-Jones
Industrial - Average: - Under the
circumstances, it would' seem logi-
cal to.expect thatstock prices in
the future will fluctuate around a
much higher: level, in terms of
dolltars, than -they ' have in the
past. f

There is a possibility that the
general price level will average
as much as 80% to.100% above
prewar . for some time to:come.
The type of deflation which was
witnessed between 1929 and 1932,
and  which  carried .’ commodity
prices down to ' the 1914 level,
does not’appear to be'a“resl dan-
ger over :the foreseeable future,
in view 'of the fact that our in-
flation is now based orimarily on
public: debt, rather than on pri-
vate or.short-term borrowing, snd
for - various political-sociological
reasons; : ; .

Even if we assume that wages
can be forced downward, and that
commodity prices over, the: years.
immediately ahead will “decline
to and hold at only about 60%
above prewar levels (as compared
with-a - 40% ‘rise from the 1914
levels, between 1921 and 1929),
the Octeber; 1946, and May, 1947,
lows in.the Dow-Jones Industrial -
Average must be recognized .as
being the equivalent of about 100 -
in | prewar dollars; if prices are
‘to be ‘adjusted ‘to a new plateau’
‘'of 100% above prewar, the 1946-
1947 “bear market” lows in the
Dow - Jones  ‘Industrial = Average
were equivalent-to.- only ~about
80, or to below. the lows touched
in lany ‘year ‘since 1933. . Failure,
to allow for the possibility that .

base may result in:our. general ¢
price .level  holding- at. substans:

tially ‘above prewar leyvels for an . - °
indefinite period may’ prove very

costly to followers of many of the
so-called - formula plans. :

our trémendously expanded credit =
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Lindow Joining Irving
Trust as Economist

Wesley Lindow, assistant direc-
tor of the division of research and

Wesley Lind.ow ;

statistics . of ‘the Treasury Depart-
ment will become associated with
the Irving Trust Company:as.an
economist on:October 1, i1

Bond Glub of N. J.
Field Day

The annual Member-Guest Field
Day - of "the  Bond: Club of New
Jersey will be ‘held on Friday,
Oct. 3, 1947 at the Baltusrol Golf
Club,  Springfield, New Jersey:.

‘ Due to limited accommodations,
preference will -be given reserva-
tions in the order of their receipt
by the Committee. ;

Competition will be held in golf
‘and_horseshoe'  pitching " with
prizes -awarded to the' winning
members and guests.

C. Wallace Smith, Smith, Bar-
ney & Co, is Chairman of the
Committee making the arrange-
ments and Daniel E. Fitzpatrick is
Vice-Chairman. 3

'E. Naumburg, Jr., With

Bruns, Nordeman Co. |

Bruns, Nordeman &  Co., 60
Beaver -Street,« New" York  City,
members of the New York Stock
and Curb  Exchanges, announce
the association with the firm of
Edward Naumburg, Jr.,  as: Man-
ager of 'its institutional and out-
of-town business’ department. - A
graduate of Princeton University,’
Mr. Naumburg has been in the
investment business since 1925.
Previo us. associations include
- Naumburg, Dixon & Co., Stephen
GJ ¢ Strook &:Co. and Stern; Lauer
&:Co,’ ‘ :

" Joins Eaton Co. Staff
- (Srecial to THe FrNANOMi CuronicLz) - ..
/SAN  FRANCISCO, CALIF.—
. Henry W. Allers has been added
to the staff of Eaton & Co.; 400
Montgomery Street.  He was pre-
viously ' with ' Capital . Securities
Co..

With Pearson, Richards -

(8pecial to THE FINANCIAL CHRONICLE)

SAN ~FRANCISCO, . CALIF.—
Robert Beckley. and John J. Ed-
wards have become affiliated swith
Pearson-Richards & Co. Russ
Building, i

'With Oscar E. Dooly

(Speclal to THE FINANCIAL CHRONICLE)

MIAMI,
has become associated ‘with Oscar
E. Dooly, Ingraham Building.  In
the past he conducted his own in=
vestment business in Miami,

i Waldron & Co. Add

(Special to-THE FINANCIAL CHRONICLE)

SAN FRANCISCO, CALIF.-—
.«John J. Sullivan has been added
to the staff of Waldron & Co., De

Young Building, , I

I

FLA.— Emery - Flinn | :

'BUSINESS VFAIvLURES AT HIGHEST LEVEL

The State of Trade and Industry

might}?e the sole method of preventing future and more serivus bot-
tlenecks. " ’ AR

The celebrated 10,000 car a month freight car program which was
to have been a fact by ‘October has failed to materialize and during

-| the last three months, of this year output of freight cars will fall 2,000

to 3,000: cars a month short of the major goal, the magazine reports.
: While both railroad car builders and the steel industry pre-
i sent figures to 'indicate a’blameless record: for the freight car
- program failure, the situation is growing worse ‘with cars being
retired at a much faster rate than they are being replaced. This
condition has been going on since war days when some author-
ities refused to ‘consider. the freight car problem on'a par with
' ammunition requirements, ) i 1 i
Probably no one group can be accurately tagged with sole re-
sponsibility for today’s freight car shortage, states “The Iron Age?
The steel industry has conclusively shown that steel in a total. ton-
nage necessary for the freight car program has been shipped to car
builders and they also have shown just as conclusively that they have
not received enough steel to produce 10,000 cars a month. The rub is
in the distribution of the various steel products to all the car build-
ers participating in the program with unbalance in’inventories: and
component parts; the most serious drawback to successful completion
of the 10,000 car a month program. ;
Steel officials shiver when they consider the possibility that the
government may set up an allocation program for freight cars, since

during 1946, governmental allocations and directives almost wrecked {:

the normal distribution of steel products and a reimposition ‘of such
methods would be likely to repeat that fiasco,

Some steel consumers suspect, but many are not aware of
fact that well-intentioned delivery 'promises on their steel quotas
for the fourth quarter will not be realized. Wholesale cutbacks are
to be made by several large steel companies. Huge backlogs and
carryovers have so disrupted order books that much of this tonnage
must be written off before the year end if any semblance of order is

| to be obtained in 1948, states “The Iron Age.” :

The State Department’s. report on the 'Marshall Plan indi-
cates, the magazine points out, that over the next four years about
two million tons of scrap a year will be purchased in the United
States. With scrap a short item already in this country, it tikes
little imagination to guess what effect 'its' purchase for: export
will have on eastern scrap markets which during the last two
years have served as an important reservoir for midwestern con-
sumption. S :

Although the State Department has used dollar figures in talking
about “crude and semi-finished steel,” it looks like the Marshall Plan
will call for more than two million tons of ingots and semi-finished
steel per year. Shipment of such a large amount of steel represents a
further loss of scrap to this country and, the trade paper adds, a’cor-
responding lack of control over the volume of finished steel products
in this country. - o e Py

" The ‘American Irori and Steel Institite announced on Monday
‘of this week the operating rate of steel companies having 949 of
the steel capacity of the industry will be 94.49, of capacity for
the week beginning Sept. 29, 1947, as compared with 9419 one
week ago, 92.49 one month ago and 90.2% one year ago. This
represents an:increase of 0.3 point, or 0.39% from the preceding
week. : ; A i

The week’s operating rate is equivalent to 1,651,900 tons of
steel ingots and castings compared to 1,646,700 tons one week ago,
1,616,300 tons one month ago and 1,589,700 tons one year ago.

ELECTRIC OUTPUT 9.79% HIGHER THAN A YEAR AGO

The amount of electrical energy distributed by the electric light
and power industry for the week ended Sept, 27, 1947 was 4,956,415,~
000 kwh., according-to the Edison Electric Institute.. This compares
with 4,977,141,000 kwh. in the preceding week, and was 9.7% in ex-
cess of the 4,517,874,000 kwh. produced in the corresponding weelgpﬁ_
last year, : ; :

RAILROAD FREIGHT LOADINGS CONTINUE UPTREND
FOR WEEK AND YEAR : ; |
Loadings of revenue freight for the week ended Sept. 20, 1947,
totaled ' 931,072 cars, the Association of American 'Railroads
announced. This was an increase of 8,712 cars, or .0.9% above the

| preceding week.  This represented an increase of 32,020 cars, or 3.6%
above the correponding week in' 1946 and an increase of 93,779 cars,

or 11.2% above the same week in 1945, 7

AUTOMOTIVE OUTPUT LOWER DUE TO CADILLAC
AND HUDSON SHUTDOWNS :

Automotive production.the past week declined as a result of'the
unforeseen closing of Cadillac occasioned by the shortage of ear frame
steel and the préviously announced halting of Hudson lines to permit
a changeover to new models. 'As for the strike at the Carter Car~
buretor plant, it no longer appears: to be a serious threat to produc=
tion schedules; states Ward’s Automotive Reports, since ‘other car=
buretor manufacturers are stepping up schedules. ' It adds, that:bar-
ring further closings because of material difficulties or-labor flare-up,
the current week’s volume should closely -approximate last week’s. -

Production in the United States and Canada during the past
week totaled 106,121 units, compared with a revised figure of
109,734 units, a postwar high in the previous week and 85,495
units in the comparable period of last year, states. Ward’s.’” In
the corresponding 1941 week the figure was 77,035 units.: - B

Last week’s output comprised 100,489 vehicles made in this
country and 5,632 in Canada.  The U. 8. total included 72,695

cars and 2,006 trucks,

IN SIX-WEEK PERIOD il 2R
Rising a little in the week ending Sept. 25, commercial and indus-
trial failures reached the highest level in the last six weeks, reports
Dun & Bradstreet, Inc. ' Seventy-seven concerns failed as compared
with 73 in the preceding week. - Although there were three times as
many businesses failing as in the corresnonding week of 1946 when 28
occured, failures this week comprised:only a fraction of the total
of 264 reported in the same week of prewar 1939. i : K
. Failures involving liabilities of $5,000 or' more continued to pre-
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| vegetables in steady call. Frozen and ‘canned foods sold well.

| increased by 8% fromthe like ‘period of

cars and 217,794 trucks, while the Dominion figure showed 3,626 ' :

ok i B

dominate, accounting for 65 of the week’s total of 77.Up from 6%
last week, in this size' group there were three and a half times as
numerous as the' 18 occurring a 'year ago.. ' Failures under .$5,000
remained low, numbering 12 against 11 in the previous week and 10,
in the comparable week of last year. = . 3 ;

WHOLESALE FOOD PRICE INDEX FALLS SHARPLY ; b
The downward trend witnessediin wholesale food markets during:
the ‘past weel carried 18 out of the 31.commodities comprising the:
Dun ‘& Bradstreet.wholesale food price index- below the level of a:
week previous, as against only four:advances... The index fell sharply;
to $6.91 as of Sept. 23 from. the record high figure of $7.12 recorded,
onSept. 16, - This represented a drop of 21 cents, o 2.9%, in the:
week. . The latest. index compares with $5.15 ‘a year ago, a'rise of:
342%. . . it
DAILY WHOLESALE COMMODITY PRICE INDEX DECLINES
'.  SHARPLY IN LATEST WEEK . - AR
.. The persistent rise in the Dun & Bradstreet daily -wholesale :
commodity price index over. the past month came :to an abrupt halti
last week. From the postwar peak of 287.05 recorded on Sept. 16, the :
index dropped sharply on four ‘succeeding ‘days 't0"277.24 on Sept. 20 :
and rallied slightly to close at 278.66 on' Sept. 22." This marked a:
decline of 2.9% for the week, but represented a gain of 21.5% over:
the comparative 1946 figure of 229.26. - Ty gy : i
-+ Leading grain markets continued the erratic fluctuations of ' *
the .previous week as:prices tumbled ' precipitously from:their ./
i recent peak levels. The decline was variously attributed to fears ;
. of restrictive action against - speculative trading in grains and
. foodstuffs, reports that the government had reduced its November
. grain. export. allocations, ‘and improved- weather conditions: for
maturing of the new corn crop. : : -
At the low point of last ‘Saturday, wheat was off about 38, cents |
and corn 32 cents from" their recent highs.  Government purchases .
of cash wheat were heavy but had little effect in checking the decline.
Flour inquiries increased and volume of ‘sales expanded ‘as a result
of ‘the drop in wheat and resultant lower flour prices.” Butter prices
fell almost six cents per pound in the. week under pressure of con~
sumer resistance. / Fresh beef, hogs, steers and lambs trended slightly
lower. ' Lard’ continued to advance, aided by aggressive buying |
attributed to smaller packers against export sales. Although trending .
easier at the close, spot cocoa registered a sharp advance for the
week due to an extremely tight supply situation. i : i

Cotton markets registered moderate gains early in the week
as the result of buying by mills and commission Fouses, but later
turned downward to close with small net losses for the week.
The decline was' influenced’ by profit-taking -and heavy hedge
selling induced by the accelerated movement of the new crop,
and by increasing weakness shown in outside markets, :

Domestic wools continied in good demand in both the Boston
market and in the West. With most of the better lots of fine wools
already purchased, buyers turned their attention to lots of fine staple .
wools which had been unfavorably )appraised on a shrinkage: basis. ",

.Imports of apparel wools continued in small volume. -

OF WEEK AND YEAR AGO B e

Consumer buying in the past week was slightly above the level .
of the preceding week and slightly above that of the corresponding .
week a year ago, states Dun & Bradstreet, Inc,, in its review of trade.
Discrimination against high-priced goods, increased. with  resistance 3
sporadic but generally strong enough to halt the spiral in some lines.
The buying of luxury items decreased and a large proportion of con~ .
sumer income continues to be spent on foods, £ ! :

Grocery volume increased: substantially with fresh ‘fruits and
The .
supply of canned seafood, gelatines, and some chocolate items was
limited in some areas. Poultry; cheese and inexpensive canned meats
were in large demand, while butter, eggs and fresh meats decreased
in popularity. . The demand for candy and bakery products was con~
siderable. ' Beers and-ales continued to be preferred to high-priced
liquors. - i :

Consumer interest in Fall and Winter clothing increased with
back-to-school items continuing to attract considerable attention.
Women’s Fall suits and dresses sold well. . This was alsg true of]
shoes, ‘hosiery and lingerie. : Fur-trimmed and -hooded coats
proved very popular and new-style Fall hats were favorably'

. received, .Men’s haberdashery enjoyed good demand and. the -
supply of men’s suits was generally adequate,. Boys’ sport jackets
and trousers were heavily purchased. : T

* Draperies and floor coverings sold in large volume with branded '
major appliances and fine furniture much wanted items. Theé supply
of small electrical appliances was plentiful, but the demand was slug-
gish; . Building materials and supplies, tools and paints remained in.
large call. The demand for luggage rose slightly along with a mod- -
erate rise in sporting goods volume, :

i Wholesale volume in the week rose. moderately above the leyek
of the preceding week and remained well above that of the corre-
sponding week a year ago. Order volume increased as ‘many retailers
endeavored ‘to"enlarge’ their inventories, Some - retailers’ tried to " :
obtain -faster - deliveries ‘of some goods. - Price consciousness was i,
heightened and quality continued to be stressed. i e {i

. ‘Department store sales on a country-wide basis, as taken from !
the Federal Reserve Board’s index for the week ended Sept: 20, 1947, .

last year. This compared
with a decrease of 1% in-the preceding week;" For the four weeks
ended Sept. 20, 1947, sales increased by 1% and for the year to date
increased: byi7%; < sl et P

'\« A marked increase in retail
York the past week as compared

RETAIL AND 'WHOLESALE TRADE CONTINUES ABOVE LEVEL :

trade was noted here’ in New
with the like week of last year.

+vi:Department. stores gains were estimated at.about 409, above a - *
" year ago when volume at that'time suffered as‘a’_result‘ot’,thp{‘ i

delivery stri‘ke. iy i ‘ foird
’jAccording‘ to the Federal Reserve Board’s index department store
sales ‘in. New. York City for the weekly period-to -Sept.: 20,1947,
increased 19% above the.same period-last ‘year.--In using year-ago
comparisons for ‘this week allowancé should be made for: the fact
that'last year there were work stoppages:in the trucking -industry. i
This compared  with a_decrease of 1% (revised figure) in the ‘pre=" :
ceding week.. For the four weeks ended Sept; 20,1947, sales increased = -
2% and for the year to date rose by 7;%. Vel Rl R R
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@ Tmnorrow_’s
‘Markets
Walter Whyte
Says—.
Iy WALTER WHYTE

- 'Market swing between 174
.'and ‘180, with no important
'mdxcatlon until elther flgure
lS penetrated.’

. If you've got a whodumt”
ithat needs flmshmg or there’s
a call you want to make, bet-
ter do it ‘now. There'll be
mnothing in this. column. this
'week that will require your
.attention, or won’t wait for a
.more convenient time. In fact,
-if you want a fast resume of
' what this column is all about,
Tl give ‘it to you in one
‘word: Nothing.

Bl ok

s Havmg been forewarned
‘and you still want to read it,
.you have no one to blame but
~yourself,

BTk #*
- The purpose of this column
‘s to tell you,-or if the' SEC
‘is looking, to advise you, or
better still, to suggest what
stocks to; buy and:how you
can make the neighbors green
with envy because you make
all that money.” This is an ad-
-mirable purpose. Unfortu-
-nately I haven’t the foggiest|.
.idea what to tell you so you
.can .again start making all
' that money. I can write things
*about -how much' income  a
:certain company made, what
:its chances are for continued
i prosperity.. I.can take a: cou-
,ple-of ‘pokes at the Marshall
. Plan, belabor the Fedéral Re-
_serve. Board for not.reducing

: ‘_-margms .and . a ‘few: other

“things, all of 'which" would

* belp fill this white space now’

.staring me. in the eye,  But
- i after.I. fxmshed .where: would
“t'we'be? :Just because a’‘com=
. pany ‘made a barrel'of money
-in'the past is no reason it will
e repeat in;the future..And buy- |
- ing ‘stocks “on’ past: perform-

“ance is one way of going to’

‘ ““the. cleaners.. Theé  Marshall
"' Plan? . The-people who read
-z~ this ‘probably don’t: care for

i the. Marshall Plan any ‘more

. than T do, so what would I
4 accomphsh ‘Federal Reserve

'iBoard and margms" ‘Well,

Pamflc Coast
f'Securltles

Orders Exeeuted on.. .
Paclﬁc Coast Exchanzes
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| of me.

- loans;

maybe But: I : doubf-.if the

‘gentlemen who make up the

margin policy are waiting for
my - suggestions with - bated
breath, or if they even heard

W e

So: that ' leaves me: with
nothing but:the stock market
to write about and while it is
acting as it does, what is there

#

‘0ne can say about it? Long |

term. outlook? I dunno. I
have my hands-full worrying
about the next week’s without
trying tosecond ‘guess next
year. - Besides what ‘is good
for ‘next: week is often the
very thing that will probably
be' good for 'nei(t year.
#* % *

. D’ya want technical talk?
Okay, here ’tis.. Stock aver-
ages are now back to their
lows made in the first week
of - September, around. 174.

out .and .out gamble every
time the averages get down to
that 174 point, stocks should
be bought., On a rally to 180
they should be sold. I don’t

‘| know if you ‘can’ even make

commissions on that kind of a
swing. But that is all the mar-
ket shows'at present; It is
likely that the 180 obstacle
will be overcome and in that
hope the proper trading meth-
od would call for selling half
of whatever ‘you bought. A
stop just under the 174 level
is also part of the method.
% £

That’s ~about all for this
week. You can see it was
hardly worth it.

‘More next Thursday.

- —Walter Whyte

[The wviews expressed in this
article do not necessarily at any
time coincide with those of the
Chronicle. They are presented as

%

This is the third time. On an

those of the author only.}

Are Banks to Be Nahonahzed"

(Continued from page 2)

achleved the aforementioned top
rating is “that ' people ' consider
them- essential to ‘the. operation
of the economy, the backbone of
all business.  ‘Another. interesting
itenv is that 57% of the Generat
Public realizes that the: govern-
ment uses the banks to a great ex~
tent . today. = Non-customers of
banks; -according ' to the Survey,
attach' considerably ' less: impor-
tance to financial institutions than
do customers.

7' These results are very much to
the good and are,- therefore, en-
couraging.

Now let us see what the reply
was to this question: “Are you for
or against government ownership
of the . banks. in : this country?”
22.% favor it!!  15% have no opin-
ion!!+ One may say this is still a
minority—but -remember nearly
Y4 of the people. interviewed .in
the poll are. in favor: of; owner-
ship by the government ‘and an-
other. 15% have:no: opinion, who
might . be- easily: swayed.- Henee,
there is a potential of 37% against
the Democratic. principle, against
Free Enterprise, ‘as. pertaining to
banking—which' is" yours:and ‘my

Jdivelihood.!: Remember. that . the

moment an additional 14%, which

would make:a.majority, believes|

in-the nationalization of bauks———

then. it will be too late!

:Another:  significant : question
was: the: following: “Do you feel
that: the government; in making
_is ‘ competing. with the |
banks?2+ '49% “of . the . electorate
said,’ “No, it -is-'not!” .35% an-
‘swered .dn the: affirmative,.. and
what I-think ‘should -not be over-
looked:is that in this group,: 18%
said+it‘is.all'right: to. compete. A

-total. of 679, then,” have-no: ob-

jeetion to competmon from _gov-
ernment,

*This, encroachment then, of the
govemment in the lendmg field
apparently is not disturbing to the

public and seems to be readily ac-‘

ceptable. to it. (Serious enough in
itself, but still not as serious from
our standpomt as the 22% in fa-
vor of nationalization 'of banks).

How Poll: Can . Be vExplained

.How, then, can' the voting of the
22% rrunonty in favor of govern-
ment_ownership -be explained?

The reason is basie¢-and goes
right down to the bottom of pres-
ent day thinking along. social and
economic lines. In my introduc-
tory 'remarks,: I - endeavored:-to
point ..out - the::trend ' or swing
which ‘has occurred- and is taking
place - from: so-called ‘Free :Enter-
prise, through-State Socialism to
Collectivism: -1 ‘also’ commented
on the fact that' wars and partic+
ularly  their: aftermath  have- al-

ways . .created . fertile breedlng
grounds  for the conception and
furtherance of radical or Bolshe-
vistic ideas.

Now, banking /as not necessar—
ily been singled out as the scape-
goat this time. In fact, every in-
dustry, especially of a quasi-pub-
lic nature, has likewise 'come  in
for its share of Leftist thinking.
The ‘acceptance of the Collectiv-
ist idea 'has become more wide~
spread; which in turn has meant
a decline in Americanism, a for-;
getting of'the principles for which
the founders of this country were
willing to sacrifice their lives.

Since 22% is a minority, you
might well ask yourselves: “Why
be-disturbed by a minority?”: If
on ‘the other hand, you are dis-
turbed-by such a figure you might
then well say, “So what! Where
do we: fit into this broad picture?
What can.we do about it?”’ i

-Just this: We must attack the
evxl at  its source. This can be
done:' .only . through = education,
through the spreading of sound
constructive ideas, through - bet-
ter public and employee relations.
“‘The . theme of this Convention,
“Better: Banking - Service to:Our
Communities” could’ not: have
been:better -timed: or more. aptly
chosen,

You will: recall in the break-
down of  the 22% vote, of the
teachers. contacted 19% were in
favor of government ownership of
 banks.  Keeping this in mind, the
| following. study. by the National
Industrial Conference Board gives
pause for thought: On Jan. 1,
1947, .of the 140 xmlhon people in
‘this land:.

| — 90 mllhon Americans ‘had no

adult experience w1th the 11929
crisis,

—83 mxlhon had no adult experl-
ence under a Republican admm—
istration, -

—63 million had no adult expem-
ence with a free market for cars,
homes, clothing and other con-
sumer goods.

This is rather a staggermg 31tu-
ation, isn’t it?

: Obviously, something must be
done to expose this large percent-
age -of the population: to.a more
intimate knowledge .of American
History—to what the Declaration
of Independence and ‘the Bill of
Rights stand for—to the signifi-
cance of Lincoln’ s,Gettysburg ad-
dress.-

The problem must be attacked
through our schools, through: the
Press, - periodicals, ‘and  through
our - National Organizations., 'I
think ‘a good many of ‘'us would
be shocked if we knew the extent
of the radical theories which are

being expounded to our sons and

| mined largely by what they be-

daughters in various.gatherings
and summer conferences: Even
one of the ‘staid New England col-
leges, to my knowledge, is guilty
in this respect. " -

There "are a’ large number of
women - who . belong  to ' their
P. T. Als, to their local clubs, to
the League of Women Voters, and
to other such groups. As women
bankers,-you can- be especially. ef-
fective in strengthening these or-
ganizations through your: mem-
bership,

The “Freedom Train” is an in-
teresting development of the basxc
approach.

Doesn’t . this' all - really .come
under the heading of Public Re-
lations—Public Relations  in the
broad sense, covering the country
as a whole; and in the individual/
sense, covering. the' local com-
munity?

Banks' should assume as large
a part as possible in the affairs of
the local community. I am glad to
say that honest efforts are being
made along these lines but there
is ‘plenty of room  for improve-
ment, The. “Opinion Survey” re-
vealed that, at ‘present, 61% of
the General Public can think of
nothing the banks do to. partici-
pate in community = affairs. | In
other studies, it has been ‘shown
that business cannot count on re-
ceiving public recognition for -its|
good deeds ‘unless it ‘keeps: the
community informed of what it is
doing.. This would likewise apply
to the banking fraternity.

We have “warmed” up:a bit,
for the Survey showed that three
out of five.people consider banks
as really friendly. 69% said they
did not think 'they would ‘have
any difficulty getting in to see the
President or -a  Vice-President.
Encouraging signs, to  say ' the
least, but we should not rest on
these meagre laurels. It is vitally
important that those in’close con+
tact,with the public such as: trust
personnel, paying’ and ' receiving
tellers,  individuals handling : the
opening of new accounts, to men-
tion only a few, continue to im-
prove upon their cordial, sympa-
thetic and friendly attitude,

According to' the Survey,:the
public - has . definite .. conceptions
concerning certain banking func-

tions. There is a general misun-{:

derstanding .about: the ‘need : for
Service ‘Charges. The low inter-
est rates on Savings Accounts re-
quire justification. Of the people
having a Savings Account at pres-
ent, 65%  say: the :interest. rate:is
to low. The public is entitled to
an  expanation, and it ‘behooves
the banks to clarify these points
at the earliest opportunity.
Perhaps one of the most serious
mlsunderstandmgs has to do with
the “F. I £.” 3aths.of the
voters in the Survey know- that
bank ~deposits are insured — but
62% of this number believe the
government is the F. D..I..C.; and
will make good when a bank fails.
A large percentage believes that
taxpayers money.  will :make up
any deficit. With the public think-

.ing ihat the government is carry-

ing the risks of banking, the idea
of government ownership becomes
that much more widespread.
Nothing. could. be more  con-
structive than a comprehensive.
program, a concerted effort on the
part of all of us to clarify these
misconceptions.
brought out for airing and thor-
oughly publicized, Broadly speak-
ing, people’s actions are deter-

lieve. If these beliefs are errone-
ous, ‘quite naturally their:resuli-
ant actions are-apt to be lacking
in forethought and, hence, are un-

sound. Nowhere is lack of knowl-

edge so dangerous as in the realm
of figures and economics. A good
deal ‘of our: labor unrest, to cite
one ' example, has  come  about
through ignorance - of ' ‘'certain
simple and basic facts. The ques-
tion of profit has never been ex-
plained, ‘until relatively recently,
to .employees. The element of se-
crecy that has prevailed' for so

many years has created a problem|

which will take a long-time for

They should be] -
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management to eradicate, As an
example, a recent poll of the em-
ployees of a large number of cor-
porations showed that more than
40% thought business was making
a net profit of 25 to 50 cents out
of every.dollar of sales, whereas
in reality the figure a httle over
a ‘'year ago was only approxi-

mately three cents. Not only in~ -

dustry, but also banks have been
extremely . short-sighted in " their
employee. relationship. " This is a
subject 'in itself ‘and I will not
elaborate ‘upon-it. further except
to say that if we are to promote
good public relations, we must in-
itially strengthen our own house
from within.

The picture I have tried to por-
tray is not altogether a happy one.
I wish it might be otherwise, but
the facts have been glossed: over
too frequently in the past, and it
is time that realism should enter
into our thinking. Far too often,

the day-to-day 'problems  have

caused us to overlook the funda=\ -

mental elements ‘and .basic diffi-
culties which are. threatening thé
structure of our banking system!

You . have heard through the
results “of the Opinion Research
Survey what the public thinks of:
banking. The seriousness of the
situation cannot be denied and I
think “you will ‘agree with me on*-
the: several points and steps- I
have outlined which are needed :
to combat the problem. Let us not
be deterred by the magnitude and
scope nor by the. social aspects.
As ' Mr, Willkie once remarked,
“Only - the ' productive: can - be
strong and only the strong can be
free.”” 'We should have confidence
in:the :individual incentive., Our
Constitution . was : drawn " up so
skillfully by the Founders of this

| nation-that it is.sufficiently flex~

ible “to keep ; pace with basic
changes: in the 'way of living:
gqngress gives us:‘what hss to:

ate been’ an effective system of.
checks and balances. The Ameris:
can people in the mass have com-
mon sense, and I still believe that
when ' economic forces are. pers
mitted to function in a free mar-
ket without: artificial restraints,
the end results will -be benef1c1a1
and lasting.

Each: one of us can begin this
moment to . figure out. where best
to take constructive steps. . The:
field of public relations concerns
all iof us and’is ‘'more important
today ‘than ever: before, Our suc-
cess-along, these: lines ‘will .mean
our- salvation. :Banking is in-a
particularly vulnerable spot—gov-
ernment. competition has: already
made large inroads, and controls
and regulations are too numerous;
to set forth.” However, we still
have our individual.liberties and -
we are 'not .yet . .government
owned. - Let us preserve the sys-+
tem of Free Enterprise——let us
meet. the challenge before 1t is
too late!” "

WithD,.‘ H. Ellis & Co.
''D. H. Ellis & Co., 52 Wall
Street, New York City; members
of the New:York Stock and Curb

| Exchanges, announce that Walter

S. Spiegelberg is-associated with
the firm as regxstered ‘manager,

With Russell, Hoppe Flrm

(Special to 'THE FINANCIAL CHRONICLE)

PORTLAND, . -ORE. — Sidney
Bazett is with Russell, Hoppe,

| Stewart & Balfour, Wilcox Build-

mg

Hicks & Price Add to Staff

(Bpecial to 'THE FINANCIAL CHRONICLE)

CHICAGO, ILL.~Wm, B. Den-
niston has been added to the staff
of Hicks & Price, 231 South La
Salle Street.

With Pacific Northwest
‘ (Soecial to THE FINANGIAL CHRONICLE) ..~ «
PORTLAND, ORE.—Richard D.
Hilts has been added to the staff
of Pacific Northwest Company,
Wilcox Building.

K
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As We See It

2 (Continued from first page) ;

ery there presented It is not strange that the report :
takes great pains to deny that it is in any sense a
“shopping list’—and still less strange that the thought-’
ful student of its paragraphs should take such a state- .

_between themselves and with the rest of the world, in

accordance with the'principles of the draft charter for
an international trade organization;

VI. To remove progressively the obstacles to the free

movement of persons within Europe;

, VIIL. To organize together the means by which com-
mon resources can be developed in partnership, -

Ilerberl H. Blizzard -
B [

Opens in Philadelphia
PHILADELPHIA, PA. — An-
nouncement is made of the- for-
mation of Herbert H. Blizzard &

Co, ‘with offices® at 123 South
‘Board Street,

-This program would still leave Europe in the red even
‘according to thei calculations of this report. 'We ‘are asked
to finance it without even a hint of, repayment. Here is what
the report says on that point; -

to spec1allze i
ininactive-
and ~obsolete
stocks and
bonds. During

ment cum grano salis.
There are  aspects  of this memorandum  which the

American people can fail to see or to ignore at their own
peril. These conferees quite evidently have their eyes not

merely upon restoration in Europe, but upon an ultimate:
abundance never heretofore known on that continent. When
the four years here provided for have run their course. the

peoples of these countries, then living in some sort of rela-{

- tive economic Utopia, will not even haye their current inter-
national accounts balanced. We- shall have contributed

- $20 billions or more for repayment or service, of which there |

. is no plan or provision in all that i is said.- Apparently, these

wvast sums are conceived of as our “contribution” to the wel-

- fare of European peoples in question; a sacrifice on our part
_ to keep them out of their own communistic clutches; a fan-

tastic liberality designed to establish a bastion in our own
- defense; or a means of keeping ourselves prosperous by sup-
< -porting or largely helping to support 270,000,000 people be-

* yond our own borders. We say “apparently.” The conferees |

- did not even take the trouble to explain on what grounds
they laid‘any claim to thls large part1c1patlon in our wealth
~and 1ncome' )

3

Not'a Bread Line

It is not merely a bread line that is being requested or |

“‘demanded. What, in effect, is being asked is that we finance

- —without so much-of a reference to repayment—a . four-.
year plan for western: and parts of central and eastern
Europe. It is New: Deal-like economic’ planning on a vast
scale that we are asked to underwrite (if underwrite is the
right word), and what the blue prints call for is not restora-
tion of Europe, but the creation of a new Europe—and the
chief contribution of the beneficiaries is, apparently, to be
bigger and better planning and ‘“cooperating.”’

A few excerpts from the report itself should easily
convince all willing to hear the truth. The first stricture
is that this is a four-year planned economy that is en-
visaged for more than 16 European countries with
diverse economies, conflicting interests, numerous tra-
ditional distrusts and dislikes; that it is the governments
of these countries which are to take the initiative and
either “encourage” or direct the economic program in
each case; that controls and many other measures which -
stifle individual initiative are a sine qua non of any such

- procedures; - that the ‘program as outlined ' smacks
strongly of Keynesian notions and contradictions; and
that assurances of reforms, financial, trade and other
-(though frequently recited), are so vague as to engender
little confidence,

In support of this accusation let paragraph number 25
v.; . be cited:

The production expansion, which is envisaged by
1951, is similar, in general scale too that achieved by
the United States in the mobilization years 1940 to
1944.: o,

In order to insure that the recovery program is
.carried out, the 16 participating countries pledge them-
_selves to Join together; and invite other European coun-

'_tries to join with them, in working to this end.  This
pledge is undertaken by each country with respect to its
.own national “program, but it also takes into account
similar pledges made by the other participating coun-

. tries. In part1cular each country undertakes to use all |

*its efforts: :

I. 'To develop its production to reach the targets,
- especially for food and coal;

: II. To make the fullest.and most effective use of its
~ existing production capacity and all available man-
power; :

III. To modermze 1ts equlpment and transport SO
that labor becomes more productive, conditions of work
are improved, and standards of living of all peoples of
Europe are raised;

IV. To apply all necessary measures leading to the
rapid achievement of ‘internal financial monetary and
economic stability while mamtammg in each country a
high level of employment

V.. To cooperate with one another and with like
like-minded countries in all possible steps to reduce the
tariffs and other barriers to the expansion of trade both

igitized for FRASER
{p://fraser.stlouisfed.org/

In the last analysis the external means of recovery. -

can in largest measure only come from the United States,
which has by its assistance in the last two years already
rescued Europe from collapse and chaos. Unfortunately
the size of the problem has proved greater than was ex-
-pected. The disruption caused by the war was more far

- reaching and the obstacles to recovery more formidable
~than was realized even six months ago..

This report contains it is believed a reahstic appre-
ciation of the situation. In'it the participating tountries

“have set out the facts as they see them and on the basis

of those facts have formulated a recovery' program.

" Their program is based upon the fullest use of their ex-

isting productive capacity. In drawing it up they have
sought to reduce their needs from the American conti-
nent to the minimum consistent with its achievement.
The "American people through their' Government and
their Congress will consider this program to determine
whether the means can be found of supplying ;those
needs. On their decision will depend whether Europe
can achieve economic stability and thereby be enabled to

+ | Blizzard was a
‘| partner in the
Philadelphia 1nvestment firm' of

make her full contribution to the welfare of the world.

All this, obviously, is of a piece with the Atlantic:
Charter. Plainly we are being “played for suckers.”
Let us by all means do what we can for those who de-
serve it, but let’s keep our feet on the ground'

Securities Regulahon in New York

(Continued from page 13)

past few months the whole-hearted

-.cooperation of Commissioner We-

dell-of Indiana enabled us io ob-
tain' the arrest and arraignment
of one of the stockateers who had
left our confines for what he sup-
posed to be the more salubrious
atmosphere of Indiana.

While there are defects:in our
statute, which, in time, we hope
to remedy, we believe that as a
practical proposition it is the type
of “statute best designed. for the
peculiar” problems of New.  York
State and that, combined with the
regulatory machinery of SEC, it
governs the center-of the securi-

| ties industry. in the best possible

method without the strangling ef-
fect that a registration statute
might well have in. New  York
State.
The Prospectus

The blggest single problem, of
course, is the bugaboo of every
fraud administrator, namely, the
prospectus, As John Hueni pointed
out’ last year, while it is argued

| that. if the investor has received

a copy of the prospeétus and fails
to read it he is in no position to
complaln in most cases he doesn’t
read it and if he does, doesn’t un-
derstand it.

We have had a glaring example
of ‘that in New York. In one of
our - investigations it was discov-
ered that the prospectus disclosed
the  corporate issuer to be ' insol-
vent, and .amended  statements
filed with the SEC clearly indi-
cated that - its” financial 'deficit
was - steadily “increasing. Investi-
gation disclosed,’ of course, that

| each investor had been furnished
{1with a copy of the prospectus. De-

spite the fact ‘that this informa-

{ tion would lead any sane person
1to avoid the issue, more than

1$380,000 worth of the corporate

stock was nevertheless sold. 'To
obtain injunctions or convictions
on the basis of false representa-
tions' in. the sale of ' securities
where complaining investors are
compelled to -testify  that they

were - furnished with a trtxthful,

statement of the condltlon of the

issuing company .before the pur-
chase, approaches the impossible.

I know that in saying this I
gseem to furnish an excellent ar-
gument for that line of reasoning
that has  frequently been dis-
cussed at our meetings, which j Jus-
tifies a state regulatory commis=
sion in denying an organization
the "right to sell its = securities
golely beecause such
lack. merit as  an investment.
Nevertheless, an observation = of
the number. of issues currently
being ‘distributed in the State of
New York and with: the realiza-
tion of the number of man-hours

which would be necessary to in-

vestigate such issues sufficiently to
base a conclusion on fair grounds,

| convinces ‘me . that it ‘would . be

impossible for any governmental
agency of the State of New York
to -assume the responsibility ' of
so vast and farreachmg an un-
dertaking.

Of course we do not pretend to

know what the answer to. the

problem raised by the use of the
prospectus in this manner.is, Sure-
ly we cannot expect that the Se-
curities and Exchange Commis-
sion should require less than full
disclosure. However, the prospec-
tus: ‘becomes more:- mvolved with
‘each additional disclosure; and as
this - progresses the 1nvestor be-

‘comes more confused concerning

the “merits “of the security and
more likely to listen to the re~
assuring. words of a suave sales-
man.- Thus, the prospectus is often
used as a shield by the unscrup-
ulous stock: salesman to protect
himself against the accusation of
false . and .. fraudulent " oral - mis-
representation: of  which he is
guilty, As I say, we do not pre-
tend to know  the ' solution of
this ‘practical difficulty." It- con-
fronts us constantly and I assume
that eventually some way will be
found . by. ‘which--that: which was
intended to protect (the‘investor
may not be used as a:means of
defrauding - him, .

securities

World War 11
Herbert H.

| Blizzard, head -
|of the firm,

served as.a
Lt. Colonel in
the United
States Army
Air-Force.
“From 1922 -
‘to- 1932, Mr, :
Herbert H. Blizzard

Lilley, Blizzard & Co. In 1932 the
original firm: of Herbert H. th-

‘| zard & Co. was formed.

In ‘J’anuary, 1947, the 'firm' of

k Hess, Blizzard & Co. was ineor=
' | porated, from which company Mr,
“|'Blizzard just recently resigned -as

Vice-President . to organizé - his
future business activities as hxs

' | past experience’warrants.

Edward J.  Dart, formerly with

i | Penington, Colket & Co., is associ«

ated with Herbert H. Blizzard &
Co. in. the trading department,

The new firm will maintain di-

| rect ‘telephone  connections ‘with

New York Clty

| Kirchofer & Arnold

Reorganizes Facilities

RALEIGH, N. C.—A joint ‘an-
nouncement has been made by R.
C. Kirchofer .and' G. E. Anderson
of .the formation of Kirchofer: &
Arnold Associates, Inc., to handle
the retail activities of Kirchofer
& - Arnold, - Incorporated. 'The
change became effective .Oct. 1.
Anderson becomes Executive Vice
President of ‘the .newly formed
firm while Kirchofer continues as
head. of Kirchofer. & ‘Arnold, In-
corporated.

Under the new " arrangement
Kirehofer & Arnold, Incorporated
will :specialize’ in private financ-
ing and ‘underwriting, Kirchofer
& Arnold Associates, Inc., . will
deal exclusively in public and in-
stitutional .distribution of ‘invest-
ment securities.

“The purpose of the move,” said
Kirchofer," “is to. broaden and
facilitate our joint services. By
establishing one business to han-
dle retail - sales, .and ‘another: for
wholesale and underwriting acti-
vity, each firm can engage in a
specialized type of service in its
own chosen field. While there are
now two  separate corporations,
both firms will operate on a co~
operative basis.”

Both firms will continue to oc-
cupy the present‘offices in the
Insurance Building, Raleigh.
Kirchofer & Arnold, Incorporated,
will maintain a New York office,
while Kirchofer & Arnold Associ-.
ates, Inc,, will continue the opera-
tion of the Charlotte office, :

Anderson, who- has been with
Kirchofer & Arnold, Inc., since
1934 announced the ;followmg of -+
ficers of Kirchofer & Arnold As-
sociates, Inc., all of whom were
formerly associated with Kircho-
fer & Arnold, Incorporated

F. W. Reebals, ‘Raleigh, Presi~
dent; G. E. Anderson, Raleigh,
Executlve Vice President; C. S.
Kipp, - Charlotte, Vice Pre51dent
G. H. Rosser; Durham, Vice Presi-
dent; ¥, G. Hussey, New Bern, As~
sistant Vice . President; J. W.
Thompson, Jr., Raleigh, Secretary;
Ji. P, Abernethy, Raleigh, Treas-
urer; R. K. Creighton, Raleigh,
Assistant ‘ Secretary, and A. M.
Norwood, Ralelgh Assistant
gl‘reasurer

B s 2 T o
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' Indications of Current Business Activity

The followmg statistical tabulations cover productxon and other figures for the latest week or month available (dates
shown in first column are either for the week or month ended on that date, or, in cases of quotations, ate as of that date):

»

AMERICAN IRON AND" STEEL INSTITUTE: .

Indicated steel operations (pexcent of capacity)
Equivalent :to—"

Steel ingots and castings produced (net, tONB) i ninidilimma i _Ocr, 5

AMERICAN PETROLEUM INSTITUTE: s

Crude oil output—daily average (bbls. of 42 gallons each)

Crude runs ‘to:stills—-daily. average '(bbls.)

.20"‘

I Gasoline. output (bbls,)

Kerosine output (bbls.)

+ Gas oil: and distillate fuel oil.output: (bbls)

- Residual fuel:oll.output (bbls.)

-8
. Stocks at refineries, at bulk terminals, in '.mm.lt, and. in ])lpe lmes——

»* {*Finished und unﬂnlshed gnsolme (bbls) at
~ . Kerosine.(bbls.) .at

Gus oil and distillate fuel il (bbls) at-..
Residunl fuel oil (bbls) at

: ASSOC!ATION OF AMERICAN BAILROADS
¢ Revenue. freight loaded . (number 'of -cars)

ept. 20"

Revenuc !relght rec d from conm:ctlons (uumber of cars)

Sept.

:ClVIL ENGINEEEING i)ONSTRUCTION, ENGINEERING NEWS
REC 'RD 2

Smt

.. Total U,/8. construcrmn !
.. Private.construction . y

-..Sept,

" Public ~construction

; State and municipal.. ..

Federal

COAL OUTPUT :(U. S.- BUREAU OF MINES): ~

Sept..

Bituminous coal and' lignite (tons)..__

- Pennsylvania ,anthmelte u.ons) {o o

~_Sept,

Beehlve coke (Lons) _.’

DEPARTMENT STORE SALES lNDEX-—FEDERAL RESERVE

U sysrnm—wszs-:w AV"““‘"“—3—

EDISOV ELECTBIC INS'HTUTE. 7

Electrlc oumut (in_000 ‘kwh.)

FAILUBES (COMMERCIAL AND-’ INDUSTRXAL)—DUN & BRAD-

s STREET INC.-,- 5

@

i !RON AGE COMPOSITE PB!CES' L
+ " Finished steel,(per 1b.)

< Pig iron (per gross.:ton)

Scrap steel (per grcs., tom) Juiss

METAL PRICES: (E, & M, -J.: QUOTATIONS)

Electrolytic copper— ' *
- Domestic rennery ‘at.

Export: refinery. at__

smns tin :(New' York) at._. ..

Sept,
Sept.
~.Sept.
.~Sept.
.. Sept.
-Sept.

Sept. 25

b. 23"
. :23¢
t. 23

- Lead (New- York) at.

- Lead (8t; Louis) at-

H zmc (East 8t. Louis) Aba ol

4 MOODY ] BOND PRICES DAILY AVBB.AGES‘
U, ’'8.. Govt. :Bonds_...."_.

Average corporate

. Asa

As.

Baa

+ Railroad -Group

.- Public Utilities Group
Industriais Group ;

Moony's BOND &mm DAILY AVER.AGES'
“ U, 8. 'Govt.  Bonds.

- Average corporate
o ARSI nk

< Aa

B A"’

- Railread Group:: e

Public Utilities Group. >

/- Industrials Group

Moom('é COMMODITY - INDEX ...

NATIONAI: FERTILIZER ABSOCIATION—WHOLESALE CO‘V[MO]).

{ ITY INDEX BY GROUP—-]».m-M—ﬂuO.
Foooq

*Fats and oils_.._. ¢ "

Farm: products: ..

Colton

Grains

£ Livestock

Fuels

Sept,

-Sept.

-_.Bept.
: Sept.
Sept.
Sept.
Sept.

- Miscellaneous commodmes

Sept.

Textiles ...

;= Sept.

Metals

Building materials

Chemicals. and drugs.

Sept

Sept.
Sept.

Fertilizer materials

Fertilizers

Farm machinery

All groups combined

NATIONAL PAPERBOARD ASSOCIATION
. ‘Ofders ‘recejved (tors)

* Production . (tons) _:

. Percentage of activity
nfilled orders (tons) at

OIL PA.ll\T'AND ‘DRUG REPORTER PRICE
INDEX*—ID“G-‘{G AVERAGE=160.

Sept.

W!l()LE‘SALE PRICES—U. S, DEPT, LABOR——]!)‘Z'(]:‘IOO:
" All commodities -

! Farm. products

' Foods.

Hides and leather products._.

[' * Textile products ~...

- Fuel and lighting materials

M(—tnl and -metal products.

Building -materials.

Chemicals and allied products_. .=
‘ 'Heousefurnishings -goods .

Miscellaneous commodmp:

Special groups—
Raw materials

Semi-manufactured articles

Manufactured products

-. All commodities other. than farm products.
All commodities other than farm products and roods
*Revised figure, -

gitized:for FRASER
kp://fraser.stlouisfed.org/

]

{No market—previous-quotation 21. 225m'

Latest
Week

94.4
1,651,900

8,172,000

5,199,900

81,987,000 -

22,254,000
59,283,000

56,934,000 -

20

931,072
20 -

712,453

25 $136,183,000

25
25
25
25

83,105,000
52,078,000
143,802,000
8,276,000

20+
20
20

-12,240,000
1,209,000

S IR

20°

27° 4,956,415

o

SRR

$37.75

+.21,225¢

21.425¢"

80.000c
-15:000¢
14.800c
10.500¢
e

135,600

) s

“3.19141c - -
183693 .

g

- 56,168,000

.. 922,360

© 11,180,000

L

e 1‘22‘411'

114.85
119.61
117.80
114.85

10762 <

109.97

152,814
'181,483

¥ 101
20 440,769

1433

Previous .
Week

94.1
1,646,700 -

Month
- Ago
924

15,217,300
' 5,318,000
16,505,000
2,156,000
6,053,000
8,855,000

82,509,000
21,832,000
57,619,000 °

* 5,217,000
16,539,000
2,091,000
5,892,000
8,674,000

. 19,981,000
54,688,000

© 900,895

682,203 682,753

$90,627,000 - $136,943,000
45,897,000
44,730,000;
33,550,000,

12,000,000
.1:194,000
133,300

©12,600,000
1,169,000 |
#135,200

Ceag1

4,911,141

4,939,801

7B 64

L319141¢ - +°3.19141c
- $36.93 '$37.10
$37.75

21.225¢ -
21:325¢
80.000c
15.000¢
.14.800c.
10.500¢

3y it

i
~-21.425¢
80.000¢

: 15.000¢
14.800¢
“10.500¢

il !

" 122.49
117,00
12188
120.02

122.14
115.63
12043
118.80
115.43
108.16

1110.88

-117.00
119.00

ot
0954m~u4°
SO

aqcnbammm

NRWERLND S
W=

R EE NS

g

a
S
S
S5
-
for
©
©

234.0
222.0
261.9
303.0
284.9
256.9
190.6
168.6
216.3
159.1.
226.6
149.6
134.0
135.7
127.1
212.6

'180,203
186,174
103
472,229

177,712
100
438,848

142.6

© 1 1874
187.3
180.9
+185.2
140.4
114.4
1504
179.4
120.4
122.1
117.9

153.5
181.4
172.3

171.9
-150.4
-152.5 -
150.9
138.1 -

1,616,900 -

.5,152,800 -

83,915,000
' 53,018,000

84,413,000 -
~. 52,530,000
32,175,000 .
19,755,000

T

$37.83 -

“EALLT s Ryl s

116.80

+ 149,464

139.3°

Year
Ago.

90.2

©1,589,700

4,775,150
4,176,000
-14,811,000
1,897,000

5,370,000 |

7,964,000

+ 86,846,000
- 20,738,000
58,973,000
57,768,000

/899,052
. 107,260

$84,074,000 |+

34,007,000
.750,067,000
30,128,000
19,939,000

*~12,624,000
1754.1,276,000

122,300

5 T

Coasrera|

.28

2.73011c¢
1.$28.13
$19.17

14.150c
16,675¢
52.000c'
18,2500
8.100c
8.250¢

120.86
116.61
121.25
119:00
116.61
110.34
112,37
117.80
119.82

PR WLN IR
S32E[E3BS

156,822
169,143
100
579,500

138.0

.123.8
155.1
131.9
139.4
123.7

95.3
1142
'133.9
98.4

1147
101.8

1425
116.2
117.1
116.9

MOTOR

ALUMiNUM : WROUGHT * PRODUCTS - (DEPT.
OF COMMERCE)-=Month of July:

 ‘Total" shipments (thousands of pounds)___-
A‘KERICAN TRON

AND STEEL lNSTITUTE

Steel ingots and steel for castings produced i

(net tons)—Month. of August

Shipments of steel products, including alloy‘

and stainless (net tons)—Month of -July__
ASSOCIATION OF AMERICAN RAILROADS—
Month of August:

Freight traffic handled by Class T RRs
. (revenue ton-miles)—000's cmitted

BUILDING  PERMIT VALUATION

_DUN & BRADSTREET, INC——215 CITIES

Month of Augusty | | 0 §
Geographical Division—
New: ‘England
Middle - Atlantic. .
“South. Atlantic. -
East Central’
South Central
“West- Central
‘Mountain
Pacific

: Total Unlted st es -

Latest
Month

91,527

- 6,989,297

~ 4,974,566

| -35,685,062

155,000,000

$14,611,202 .
62,231,451
-31.436,642: "

67,009,238

16,898,035
9,207,108
52,064,820°

Previous
Month

91,845

6,570,154
5,263,711

52,000,000 -

$17,381,893
52,935,815

..33,776,460 ',

64,335,748

17,122,351
17,143,160
-+ 51,132,595

37,877,828

Year
Ago ¢ )
104,954

624,522
4,039,619

G
. 55,831,798

$11,948,956
43,297,186
18,075,015
41,034,755

- 23,381,798, .

14,787,082
- 5,095,447
45,060,076;

$290,043,558

BUSINFSS - FAILURES—-DUN & BRADSTBELT,

INC.—Month of ‘Augusti

= Manufacturing A \mber -

v Wholesale' e4

/ Retail ‘number
Construction number

..Commercial service. number

Total ~ k 4

' Manufacturing habllxties )
Wholesale “liabilities -

= Retail liabilitiey _
Construction liabilities _.

i Cqmn}erpinl service liabilities' -

“"Total . Habilities :

COAL ' OUTPUT.

" Bituminous .coal -and lignite
~Month of .,Aggust

(BUREAU OF MINES) s
(net + tons)—

gl

COKE (BUREAU OF MINES)—Month of. July: "~

Production (net tons).._

£$10,426,000

11,978,000

1,668,000
../176,000
655,000

$281,705,850

$203,580,309°
5 . )

107
4040

1105

1.0

30

299

$12,466,000

2,144,000 "

© 2,280,000
384,000
19,863,000

$14,903,000

Oven coke stocks ab ei‘xd ot month (net r,ons) :

ety s : *
COVIMER,CIAL STEEL FORGINGS (DEPT OF
COMMERCE)—Month or July. :

Shipments (short’ tons) :
Unfilled orders nt cnd of month (shorb tons)

51,020,000

’ 5,372,665
. 421,112

772,920 .

COPPER INSTITUTE—For modth of August-‘

'Copper production— i

Crude ' (tons of 2,000 1bs..

-Refined (tons of 2 000 1bs.).
Deliveries to customers—

‘In, U. 8. A, (tons of 2000 lbs)_
- Export . (tons -of “2,000- 1bs, ). 2o

45 0f 2000 !ﬂ

GRAY IRON lt(IAETING.S (DEPT,:
MERCE)~Menth of . July
Shmments (short "tons)__
~For .sale (short tens).
* For.  producers’ own -use (s )
“Unfilled -orders . for: sale at end eof month
(short. - tens)

OF ', COM-

INTERSTATE - COMMERCE COMMISSION —
‘Index .of Raﬂway Employment at mlddle of

ugust:
1935- 39 Average=100.

METAL OUTPUT (BUR.EAU OF MINES)~— "
Month, of July:
Mine production  of recoverable metals . in
the U.
Copper (in short tons) _..
.~ Gold -(in fine ounces) ..
Lead (in short ' tons)
Silver (in fine ounces)
i Zinc¢ . (in short toms)-___

VEHICLE FACTORY :SALES FROM
PLANTS IN U. S, (AUTOMOBILE -MANU-
FACTURERS ASSOCIATION) — Month of
Augusts, : -

“.Total number of vehicles.:
No. of pa CAars.
No.
No.

T

of motor coaches i

NON-FERROUS CASTINGS (DEPT, OF COM-
- ~MERCE)—Month of July: :
. Aluminum - (thousands of - pounds) _-..
Copper -(thousands of pounds)._._
Magnesium (thousands of - pounds)
Zine (thousands of pounds)
Lead’ die (thousands of ppunds)

STEEL CASTINGS (DEPT. OF COMMERCE)—
Month of July:
Shipments (short tons)
For sale (short tons).
. For producers’ own use (short tens)
Unfilled orders for sale at end of month
(short tons)

Refined coppcx‘ stocks ag end of period | (cons e

92,352
630,925

. 83,409
- 88,052

96,304
10

776,009
Ty ¥

912,939
519,137
393,802

2,675,138

of motor trucKs o lmiimcam ool 4T

TRUCK TRAILERS (DEPT. OF COMMERCE)—‘ y

Month of July:

* Production (number of units)
Shipments . (number of units)....

! *Revised figure, fPreliminary figure.

1327

13,117

116,956
85,014
31492

473,923

5,793,777

© $37,137,000

39,690,000

25:174,107

15,322,472

#451,635
668,461

#110,446
#633,467

79,135
94,605

109,817
< 664

M3

1,038,356
596,874

441,482 |

2,710,854

#70,136

*2, 734 281
%60,316

(%3179,251 ¢

%270,631
*97,814
*1,806

';
139,031
103,888

35,143

445475

3,544
3,813

$3,799,000.

#54,686,000

5,837,300

5 354,500
482,806
708,94@

86,581
661,279

64,463
59,59%

118 381

94,669

LYY

.. 840,01
487,45
352,546

© 2,708,388

150,196
125,296
27,708
11,814,853
147,149

346,209,
426X
917,80}
1,06%

117,528
82,975
34,553

356,799

iMonthly average in year 1946,
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Securities Now in Registration

© INDICATES ADDITIONS SINCE PREVIOUS ISSUE

=

® Air Pro_duf:ts, Inc., Allemown, Pa.

Sept. 26 filed 150,000 shares ($1 par) common. Under-
writers—Reynolds & Co., and Laurence M. Marks & Co.,
both of New York. Price by amendment. ' Proceeds—
To repay bank loan and for working capital.

'~ Alabama Power Co., Birmingham, Ala.
Sept. 19 filed $10,000,000 20-year first mortgage bonds.
“Underwriters—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan
,Stanley & Co.; Drexel & Co.; Lehman Brothers; Blyth
& Co. Inc.; Harriman, Ripley & Co., Goldman, _Sachs &
Co., Lazard Freres & Co. and Equitable Securities Corp.
(jointly); Shields & Co. Expected- in'October. -Price—
To be determined by competitive bidding. Proceeds—
To finance part of its expansion. program, :

.. Aluminum Industries, Inc., Cincinnati, Ohio

Sept. 17 (letter of ‘notification) 2,295 shares (no par)
‘common. Price—$25.50 per share.  Underwriter—Hall=
“garten & Co., New York - For additional working capital.

®  American Petroleum Co. of Colorado, Inc.,

i Delta, Colo.

Sept. 23 (letter ‘of notification) 50,000 shares ($1 par)
‘common. Price—$1 a'share. With each share, the pur-
chasei "will receive one share of stock as a bonus con-
tributed by H. A. Hackathorn. To be sold- through sell-
ing agents. To acquire further oil and gas leases.

® American-Visayan Trading Co., Inc., Oakland,
! Calif. - " £

Sept. 25 (letter of notification)' 83 shares ($100. par)
6% vpreferred and 98 shares ($100 par) common. To be
sold at par through officers of the company. For expan=
sion. of export-import business. e

;- . American. Water Works Co., Inc., N. iY. (10/7) .

March 30,1946 filed 2,698,472 shs. of common (par $5).
Underwriters—W. C. Langley & Co. and The First Bos-
ton Corp. - Offering—Stockholders of record Sept.-26 of
American *Water Works & Electric Co., Inc., have the
right to subscribe on or before Oct. 6 at $8 per share
for 2,343,105 shares of stock to the extent of one share
for each share held. Rights expire 3 p.m. (EST) Oct. 6
Company is making .exchange: offers to the public pre-
ferred stockholders' of Community Water Service Co.
.'and Ohio Cities Water Corp. and to the public:common
stockholders - of Community. For this. purpose 343,964
shares are offered in exchange for the preferred-stocks
and 11,403 ‘shares are being-offered for the public com-
mon of Community. : The 11,403 latter’ shares ‘are not
tcx)régerwritten. -Exchange: rights expire 3 p.m. (EST)

' -Anchor Post Products, Inc., Flemington, N. J.

Sept. 8 (letter of notification) 45,550 shares ($2 par)
common. Price—$6 a share. Offered to stockholders of
record Sept. 29 in ratio of one new share for each five
shares held. Rights expire Oct. 31. No underwriting,
For payment of notes and additional working capital.

@  Angels.Over Broadway, Inc., New. York (10/6)
Sept. 26 (letter of notification) 2,000 shares of preferred
stock (par $100) and 500 shares of’'common (par $1).
Price—Par for each class. Underwriters—None. Finance
production  costs- of musical plan. known by name of
. company, working capital. .
Associates Investment Co. (10/7)

Sept. 15 filed 223,000 shares ($10 par) common. Under-
writers—F. S.: Moseley & Co., Boston; Glore, Forgan &
Co. and Merrill, Lynch, Pierce, Fenner-& Beane,; New
.- 'York. - Price by -amendment. Proceeds—Of the. total
offering, the company is selling 200,000 shares and 23,000
shares by selling stockholders. The proceeds will be
added to working capital.

Atlantic Products Corp., Trenton, N. J.
Sept:-23 (letter of notification) 29,568 shares of common
stock. (par $1).: Price—$1.75 per share. " Underwriting—
None. To be offered for subscription to common stock=
holders to the extent of 10% of present holdings'in- an
aggregate of 21,043 shares and to certain key employees
in an aggregate of 8,525 shares; ‘Reimburse company
for sum paid by it for purchase of said shares.

.\. Belden Manufacturing Co., Chicago

Sept. 22 (letter:of notification) 29,164.shares ($10 par)
common, - Price—$10 a share.. To ‘be offered for sub-

i

H Corporate and Public Financing-

FIRST BOSTON
CORPORATION

New York: -
Chicago and other cities

P

Boston Pittsburgh

gitized for FRASER
p-//fraser.stpuisfed.orgl. ...

‘of one share of each. Underwriter—White and. Co.; St.

'Sept. 19 filed 100,000 shares.($5 par) capital stock.: Un-
_derwriter—Butcher & Sherrerd, Philadelphia. : Offer-.:

" for each five shares held of record

scription to‘stockholders.
corporate purposes,

Bellefield Co., Pittsburgh, Pa. -
Sept. 14 (letter of. notification)’ 30,877 shares (no par)
capital stock.  To be offered to shareholders at $5 a
share. Underwriter—Pioneer Land Co., Pittsburgh; For.

No underwriting. For general

.improvement of hotel properties,

@ Black Bear Mining Co., Conéolidated,

Spokane,
Wash. VR

"Sept. 25 (letter of notification) 500,000 shares. of com-

mon. Price—12%¢ a share. To be sold through direc-
tors of the company. For mining exploration,

Brayton Flying Service, Inc., Robertson, Me.
March 24 (letter of notification) 50,000 shares ($1 par)
27% cent cumulative, convertible ‘preferred ‘and 50,000
shares (10c par) common. Price—$5 per unit, consisting

Louis, Mo. ; For expansion of operating facilities and for
working capital. S R

Callaway Mills, LaGrange, Ga. = = '
Aug. 28 filed 123,306 shares (no par) common. ' Under-

. writing—No underwriting.  Offering — Shareés ‘will be

offered only to those stockholders who exchanged their
holdings of common for preferred in 1945. Price—$35 a-

i share. : Proceeds—For corporate purposes.

® Cal.-Pet. Exploration Co., Los Angeles

Sept. 25 (letter of notification) 299,950 shares.($1 par)
common, of which 89,950 shares will be offered: pub~
licly at $1 a share and 210,000 shares will be issued for
assignments of oil and gas leases. = No underwriting.
T‘? acquire leases and properties and drilling same for’
oil.

.Camden '(N. J.) Fire Insurance Association:

ing—Shares will be offered to stockholders. in the ratio:
of one new share for each four shares held.. Unsub-
scribed shares will be sold publicly. - Price—By amend-
ment. 'Proceeds—To increase-capital funds. e

Carolina Telephone & Telegraph Co., Tarboro,

.Sept. 3 filed 21,250 shares ($100 par): common. Uhder—;

writers—No underwriting. -: Offering—Offered . to com-:
mop_stockholders at par on,the hasis,of twa-new-shares

dzt.' 1,°1947. "Rights
expire, Oct; 31.  Proceeds—To repay short-term bank
loans in.connection with the financing of construction
program,

® Catalina Minerals Mining Co., Tucson, Ariz.
Sept. 15 (letter of notification) 1,000,000 shares of com-.
mon (25¢ par).  To be: sold through Andrew .J.. Pollan,:
Secretary-Treasurer of the company. ' For mining devel-
opment, ! i

Central Ohio Distributing Co., Columbus, Ohio.
Sept. 9 (letter of notification) $150,000 5% sinking fund
debentures; due 1959, with stock purchase warrants at-:
tached, and 7,500 shares (no par) common. - : Debentures:
will be sold at-100% and the common will be sold upon’
exercise of the warrants at $5 a share until Sept. 1, 1948,
$5.50 -a share until Sept. 1, 1950, and $6.25 a share until
Sept. 1,-1953. . Underwriter—The Ohio Co., Columbus. :
For modernization and expansion purposes and to pur-
chase equipment for wholly owned subsidiary ‘and to
provide working capital for the subsidiary and the is-
suer, ;

® Century Shares Trust, Boston

Sept.: 25-filed 200,000 shares of stock. Underwriter—
Harriman 'Ripley & Co., Inc.  Price based on-market.
Proceeds—For investment. - Business—Investment -busi-.
ness. !

® Chain Candy Stores, Inc., Boston !
Sept. 23 (letter:of notification) $200,000 7% debentures,
of which $100,000 will be offered in exchange for out-
standing. preferred. The balance will be sold in units .
of from $100 to $1,000. ' No underwriting. : For, expan~
sion purposes. ’

® Cleveland (Ohio) ' Electric: Illuminating  Co. -
Sept. 26 filed 254,989 shares (no par) preferred, series of !
1947, Underwriter — Dillon, Read & Co., New York."
Offering—To be offered share for share plus a cash ad-
justment for: outstanding $4 50 preferred. Unexchanged:: -

shares of new preferred will be sold:publiely.. Price by ;

amendment.  Proceeds—To - retire  unexchanged  shares
of-old preferred.. Business—Puplic utility. I

Cluett, Peabody & Co., Inc.,. New York: (‘10/9)
Sept. 4 filed 112,974 shares ($100 par) 4% cumul. sec-

,ond ‘preferred. .Underwriters—Goldman, Sachs & Co.,
" ‘and Lehman Brothers are principal underwriters: Offer-

ing—Offered to common stockholders of: record: Sept..
24 at $102 per share on the basis of one share ‘of pre-
ferred for each six shares of common held. Rights expire
Oct.- 8. Unsubscribed ‘shares - will be' offered publicly.
Prog:teeld&-To redeem outstanding notes and for working
capital :

Coleman-Pettersen Corp., Cleveland, Ohio"

.. Sept..15..(letter.of notification) 2,000 shares ($20 par)'.

.and pay ‘a commission of $1.25 a share,

R

. 6% cumulative preferred and 4,000 shares (no par) com=

mon. . Price—$30 per unit, consisting of one preferred
share and two common shares.” No underwriting: - For
new _elquipment, retirement of bank loan and working
capital, i & ot e

Colorado - Central - Power Co., Golden, Colo. he
Sept. 8 (letter of notification) 9,872 shares ($10.par)
common. : Price—$30 a share. . Company will. sell. the
stock’ through investment 'bankers or security dealers
; ‘Proceeds: will
be used to repay a $100,000 loan and to reimburse its
treasury cash. ' * '

Derby Gas: & Electrié Corp., Neﬁ York
Sept. 4 filed 43,610 shares (no 'par) ‘common.

writing—If a public.sale is made the underwriter; will = ./
be supplied ‘by. amendment.  Offering—The ‘shares will -

i

. Under=

- be offered to common - stockholders ‘omthe basis of ‘one
* share -for - each ‘five shares held.  Unsubsctibed:shares

may be ' sold privately ‘or publicly through: an’ under=
writer. - Price to' be supplied by amendment. Proceeds
—Proceeds. from'the sale of stock and from the sale of
new. debentures will be used to make advances to -the
company’s three operating subsidiaries for construction
purposes, 4 E 2

® Dodge Manufacturing  Corp., Chicago -

Sept. 30 filed $1,500,000 15-year sinking fund deben-
tures. - Underwriter-—Central Republic Co.; A, C. Allyn
& Co.; and H. M. Byllesby & Co., all of Chicago. Price
—By amendment. Proceeds—To redeem outstanding de-
bentures, repay bank loans and:to inerease general fundst
Business—Manufacture. of power hoists,: " . i

® Downtown Athletic Club of N. Y. City, Inc.

o Sept. 30 (letter of notification) $150,000  first .payment :

notes. " * Price—Par." - Underwriters—None. ...Securitieg
will be sold solely to bona fide members.of the Club.:To

_pay off temporary:loan ‘made by members on purchase

price of premises occupied by Club. :

® Duke Power Co., Charfotte, N.C. =~ *©
Sept, 26 filed 252,512, shares. (no par) .commaon.. . Under-
writer — There will be no underwriting; however; the
Duke Endowment has agreed to purchase all shares not

“subseribed to by stockholders, ' Offering—For. subscrip~ - :
tien to stockholders on the basis of one share. for each

four: held. - Price—~$82.50' a“share.  Proceeds=—To finance =
construction. Business—Public Utility. A
® Dumont Electric Corp., New York (10/6)

Sept. 29 (letter of notification) 22,500 shares of com-

mon: stock (par 10¢). - Price-—$4,375 per-share. -Under-
writer—Buckley Brothers,” Philadelphia. ,P;‘oceeds g0

i

to sel}ing stockholders.

® Elec-Trick-Toys, Inc., Utica, N. Y. (10/7) .
Septi 30 (letter of notification) 750 shares preferred
(par-$100) and 750 shares common (par:$1). Priee—
Par- for each class.. Underwriter—Mohawk Valley: In-
vesting Co,, Inc. Operation and development of business.

“Electric Steam Sterlizing "Co., Inc., N. Y.
Sept. 22 (letter of notification) 65,000 shares of common
stock (par.10¢).: Price—65 cents per  share. i
ugriter—,Reich & Co., New York.  Purchase of inventory, -
ete. : :

Empire Projector Corp.; New York (10/10)
Aug. 21 (letter of motification) 80,000 shares..($1. par)
common on behalf of the company, and 15,000 shares ($1-
par) common on behalf of officers and stockholders. The
80,000 shares will be sold at $3 a share. The 15,000 shares
will be sold to L. D. Sherman & Co., New York, the
principal underwriter, at 60 cents a share. The under=-
writing discount for- 80,000 shares will be 50 cents'a
share. The company will use’ its. proceeds to increase.
working capital, Lk S R

® Ero Manufacturing Co., Chicago ; : :

Sept. 30 filed 150,000 shares ($1 par) common. Under-
writer—Straus & Blosser, Chicago. Price—$7 a share.
The underwriting commission-will be $1 a share. Pro-
ceeds—Shares are being sold- by-stockholders ‘who will . |
receive proceeds. Business—Manufacture of automobile . i
seat covers. ; fz Y noe

X

Under=- .
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~ NEW ISSUE CALENDAR

) - October 2, 1947
Frailey Industries, Inc
Southern Pacific Co.

. Noon (EST)

Class A

Condit’l Sales Agreement
Lo v October 6,°1947 v Te :
‘Angels Over Broadway; Inc...’_ . Pref. and Common
-Dumaont’ Electric. Corp.: : :
Florida Rami Products, Inc
Payne Cutlery Corp...
Seaboard Air Line RR.

.. Noon. (EST)
Standard-Thompson Corp,
Wiard Plow. Co._2 % -

October 7, 1947
American Water Works Co., Inc
Associates . Investment - Co
Chesapeake & Ohio Ry. : ;
. ~“Noon.:(EST): fodte Equip. Trust Ctfs.
...Chicago Burlington & Quincy’RR." " :
. Noon (CST) L..2_Condit’l Sales Agreement :;
. Elec-Trick-Toys, Inc.._.
Florin Water Co.._- :
La Plant-Choate: Mfg. Co
Pacific Gas & Electric. Co
: .. October 8, 1947
~ Western Gold Mines, Inc
October 9, 1947
Cluett, Peabody & Co. In¢
: October 10, 1947
Empire Projector Corp
Richmond Fredericksburg & Potomac !
Noon (EST) ~-_Condit’l Sales Agreement
October 14, 1947
New York Chicago & St. Louis .
3 p.m. (EST) Equip. Trust Ctfs.
Texas Power & Light Co.
: October 20, 1947
Metropolitan Edison Co
§ October 21, 1947
Pacific Tel. & Tel. Co,
November 3, 1947
Public Service Co. of Indiana, Inc._.

N

;. Federal Electric-Products Co.”
Eeb.‘ 26, filed 150,000 shares ($1 par). common class A.

nderwriter—E, ' F.. Gillespie. & Co., Inc., .New  York..
" Price-——$7.25 “a share,
g:l.stockholder has granted the underwriters an.option
‘o purchase 45,000 shares of class B. ($1 par).common.:

The " registration states princi-

at $7.25 a share, exercisable for a period of three years.
Proceeds—Proceeds of approximately :$870,000, together
with $755,000 of other bonds, will be used to repay the
balance of $34,000 of a property. mortgage, to pay off
loans in the amount of $1,295,000'to Bankers Commer-

. 'dlal Corp., New York, and for additional working capital

®  First Investors Shares Corp., New York

‘Sept. 29 filed $2,250,000 of DW Plans, $5,500,000 of DWN
Plans, and $2,250,000 of DWP Plans, Underwriter——First
Investors Shares Corp.; New York.  Offering—The plans
are periodic payment plans and fully paid plans for the
acquisition’ of shares’ of Wellington Fund, a ‘mutual in-
vestment fund. Price—Various amounts. Proceeds—For
investment. 'Business—Investment business.

‘- Florida Rami Products, Inc. (10/6-10)
Aug. 1 (letter of notification): 100,000 shares ($1.par)
class A common. Price—$3 a share. 'Underwriter-—Bat-

Kkin, Jacobs. & Co., New York. To purchase new machines

and equipment, to pay off some current liabilities and
_to add to working capital. ;

5 Florin-Water Co., Harrisburg, Pa. (10/7-8)

Sept. 22 (letter of mnotification) $67,000 4% 1st'.closed
mtge. ref. bondsy .due Oct. 15,” 1969. " Price—99 (excl.
of interest from Oct. 15 to date of delivery),  Under=
‘writer—Warren W. York & Co., Inc.. To refund $67,300
1st ‘mtge. 65, : - ]

° 'Frailey-lhﬂustries, Inc., New. York (10/2)

Sept, 26 (letter of notification) 34,500 shares of class. A
stock “(par $1). “Price—$5 per share. Underwriter—-
Edward ‘R. Parker Co., Inc., New York. Expand sales
pf products, etc. ; ; ?
® Gallup (N..M.) Dome, Inc. :
Sept. 23 (letter of notification) -49,000 shares of stock.

. Price—$1. a share, No underwriting.: To drill well for

‘_oillor gas. ;

®.~Gerity-Michigan - Corp., ‘Adrian, Mich.

Sept. 29 filed 40,049 shares ($1 par) common. Under=
writer—Name to be filed by amendment.. Price by

amendment. - Proceeds — The shares are being sold for
the .account of James Gerity, Jr., company president,

‘Business—Die casting business,
: } ; Glens Falls (N."Y.) Insurance Co.

Sept. 18 filed 150,000 shares ($5 par) capital stock. Un-
derwriter — Morgan Stanley & Co., New York. Offer-
ing — The shares will beoffered -for subscription to
stockholders on the basis of three new shares for each 10
shares held of record Oct.-6.° Unsubscribed shares will
be offered publicly through underwriters. Price: — By
amendment. Proceeds—To be added to the company’s
general funds.: - ;

® Grand Stores Co., San Diego, Calif.
Sept. 24 (letter of notification) 5,000 shares ($1 par)

gitized for FRASER

pi/lfraser.stlouisfed:org/

~-and -for working capital.

common on behalf of Charles R. Goff, President. - To be

'sold through registered dealers at market,

Great Eastern Mutual Life Ins. Co., Denver
Sept. 2. (letter of notification) 45,250 shares ($1 par)
capital stock. ' Price—$2 a share. To be sold through

‘officers of the company. Of the total 13,250 shares will
‘be sold for: cash and 32,000 will be issued in exchange

:for.32,000 shares of capital stock of Western Agency Co.
-in order to acquire all of the latter’s assets. :

Great Western Biscuit Co., Los Angeles

Aug. ‘11 -filed 249,972 shares ($1 'par) capital stock.-

‘Underwriter — Fewel & Co., Los Angeles. Offering —
Shares will -be offered to stockholders at $2 a share in

‘the ratio 'of -one new ‘share for each two now held, Un-
‘subscribed shares will be offered publicily at $2 a share.

The underwriters will receive a commission of 25 cents
a share. Proceeds—For business expansion and to reduce

_ short term indebtedness,

Greenback (Tenn.) Industries, Inc.
Sept. 17 (letter of notification) 25,000 ‘shares ($10 par)
preferred-and 50,000 shares (10¢ par) common. Price-—

~$10. per unit,: consisting of one share of preferred and
.two ‘shares of ‘common.. . Underwriter—L, L. Bailey &
.Co., Knoxville, Tenn. To pay for equipment and build-

ings. :
Hawaiian-Philippine Co., Manila, P. I. .

Sept. 24 filed 500,000 shares 7% cumulative preferred,

par 10 Philippines pesos per. share (currency basis one
neco equivalent to 50 cents). Underwriting—No under-
writing. ' Offering—For subscription by common - stock-
holders on the ‘basis of one share for each 1% shares

‘owned. Price—$5 a share. Proceeds—For rehabilitation

program.

Hickok ' Manufacturing Co., Inc., Rochester,
New York : :

Sept. 19 filed 200,000 shares ($1 par) common, Under-

writer—E. H. Rollins & Sons, Inc., New York. Price—

By amendment. Proceeds—The shares are being sold

-by 36 stockholders who will receive proceeds.

Hi-Dollar Shannon, Inc., Las Vegas, Nev.

‘Sept. 17° (letter of notification) 400 shares ($100 par)

6% preferred and 2,000 shares ($10 par) common. Price
—$150 per unit; consisting of one share of preferred and
five shares of common. Any underwriters will be sup-
plied by amendment.  For operation of business,

lllinois-Rockford Corp., Chicago

July 24 filed 120,000 shares ($1 par) common, Under-
writers—Brailsford & Co., and Straus & Blosser, Chicago.
Price—$9.25 a share. Proceeds—The shares are being
sold by four stockholders and represent part of the stock
‘the. sellers will receive “in exchange for their holdings
‘of fourfurnitiure companies to be merged with the regis-
trant.'The merging companies are Toccoa Manufacturing
Co. and Stickley Brothers,  Inc., both -Illinois corpo-
rations, and the Luce Corp. and Stickley Bros. Institu-
tional Furniture Co., both Michigan corporations,

.. Inglewood Gasoline Co., Beverly Hills
July 7 (letter of notification) 100,414.8 shares ($1 par)
capital stock. 'Price—$1 ¢ share. To be offered to stock=

‘holders.. Unsubscribed shares: to. be offered publicly

through Bennett & Co., Hollywood. To purchase equip-
ment, : liquidate - indebtedness, and for working capital.
An amended application{ may be filed in near tuture.

‘0 “International Powermatic Corp., Los Angeles
‘Sept. 25 (letter of notification) 231,631 shares for acquir-

ing assets of International Reésearch Corp.; 250,000 shares

1o be offered to the public, and 250,000 shares to be

issued to International Research Corp. The price to the
public is $1 ‘a share. Underwriter—Walter C. Hooven,
North Hollywood, Calif.. For' new machine tools and
working capital. :

Interstate Power Co., Dubuque, lowa

‘May 13 filed $19,400,000 of first mortgage bonds, due

1977, and . 2,132,223 ' shares  ($3.50 par) capital' stock.
Proceeds—For debt retirement, finance new construction
Bonds awarded Sept. 24 to
Halsey, Stuart & Co. Inc. on bid of 101.90 for a 3% %
coupon rate. Stock awarded Sept. 24 on bid of $4.05 per

~share to Lehman Brothers, Goldman, Sachs & Co, and
Wertheim & Co. 'The SEC on Sept. 25 rejected the bid -

for the stock. This action blocked the sale of the bonds.
-1-T-E -Circuit ‘Breaker Co., Philadelphiha

-Sept. 15 filed 61,476 shares ($10 par) common. Under-
.writer—No underwriting.  Offering—The shares will 'be
-offered to ($10 par) common stockholders of Railway &

Industrial Engineering Co.; South Greensburg; Pa., on
an exchange basis of 114 shares of I-T-E Common for
one share of Railway Common. * The offer will be made
pursuant to-a plan of reorganization. ; ;

Jersey Shore (Pa.) Gas & Heating Co.

Sept. 10 (letter - of notification) ' $25,000 first: mortgage

sinking ‘ fund debentures.  Price, par. ‘Underwriter—
Bioren & Co., Philadelphia. To retire present loan of
$20,500 and to add to working capital,

Kent-Moore Organization Inc., Detroit - *

Sept..10 filed 32,000 shares of common. Underwriting—
No underwriting.  Price—$16.50 a share, Proceeds—

Shares are being sold by two stockholders who will re~ -

ceive proceeds.

Koch Chemical Co., Winona, Minn.

July 22 (letter of notification) 60,000 shares ($1 par)
common. . Price—$5 a share. Underwriter—H, P, Carver

 Corp., Boston, To retire debt and for working capital.

La Plant-Choate Manufacturing Co., Inc.,
Cedar Rapids, lowa (10/7) .
April 30 filed 40,000 shares ($25 par) 5% cumul, con-

each,
- finance purchase of machinery and other plant equip-
- ment, . .

- derwriter—Geyer

vertible preferred. Underwriter—Paul H. Davis & Co.,
Chicago. ' Price—$25 per share. Proceeds—To be added
to working capital and will be used in part to reduce
current bank loans,

Legend Gold Mines, Ltd., Toronto, Canada

. June 27 filed 300,000 shares ($1 par) common treasury
* gtock, ‘Underwriting ~— To be supplied by amendment.

Price—50 -cents a share. - Proceeds—To develop mining
properties. Business—Mining.

® . Liberty Loan Corp., Chicago

" Sept. 25 filed 100,000 shares ($10 par) 75-cent cumula-
' tive convertible preferred, and 100,000 shares of Class A
- common, reserved for conversion of the preferred. Un-

derwriter—Sills, Minton & Co. Price—$15 a share. Pro-
ceeds—To reimburse treasury for cost of redeeming 50+
cent preferred. Business—Loan business, :

:Manhattan Coil Corp., Atlanta, Ga.

May 20. filed - $500,000 5% ' serial debentures, . due 1949-
1957; 12,000 shares. ($25 par) 5% % cumulative converti-

-ble preferred and' 85,000 shares ($1 par) common. Un=

derwriter—Kirchofer & Arnold, Inc., Raleigh, N. C. Price
—The ‘debentures at 102.507, while the preferred shares
will be offered at par and the common shares at $4
Proceeds—To retire bank indebtedness and ' to

® . Manufacturers Research Corp., Baltimore, Md.

-Sept. 24 (letter of notification) 3,875 shares ($10 par)

common. = Price — $12 a share. No underwriting. * To
construction and equip experimental laboratory to carry
on research for small manufacturers. ;

Massachusetts Bonding and Insurance Co.,

Boston iR
Sept. 19 filed 100,000 shares ($5 par) capital stock. Un-
& Co., New York. ' Offering—To be
offered for subscription to stockholders on the basis of
one new share for each four held. 'Unsubscribed shares
will be sold publicly. Price by amendment. Proceeds
—For expansion of business. :

McCormick & Co., Inc., Baltimore, Md..

Aug. 13 (letter of notification) 1,400 shares ($100 par)
5% cumulative preferred. Price—$100 a share. No un

~derwriting. - For additional working capital. ;

Metropolitan Edison Co., Reading, Pa. (10/20)

~ Aug. 29 filed $4,500,000 of first mortgage bonds. Under«
. writing —

To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co, Inc.;"The First

' Boston Corp.; Drexel & Co. ‘Proceeds—For payment of

bank -loans, purchase ‘of construction of new facilities.

‘Bids—Expected bids will be  advertised Oct.'9, to be

opened Oct. 20 at Room 2601, 61 Broadway, New YQtl{.
@ Mica Mountain Mines, Inc.; Salt Lake City, Utah

" Sept. 25 (letter of notification) 400,000 shareg of cdn}-
“mon. To be sold from 25 cents to 40 cents a share. Offi-

cers and directors of the company will act as selling
agents, ' For mining operations.

- ® . Mineola (Texas). Farmers Market

Sept. 18 (letter of notification) $7,500. of preorganization
certificates, to be sold at face amount.  Joe Stallings, of

 Mineola, Tex., will handle sale of stock.  For equipment
-and erection of shipping or market sheds. :

®  Munising Wood Products Co., Inc., Chicage -

~Sept. 29 filed 50,000 shares ($10 par) 5% cumulative cons

vertible preferred and 100,000 shares .($1 par) commoin
Underwriters — Straus & Blosser and Brailsford & Co.,
both of Chicago. Price — $10 a preferred share and
$6.1215 a common share. Proceeds — The securities are
being sold by 12 stockholders who will receive proceeds,
Business—Wood tableware and industrial wood products,

Mutual Finance Co., Tampa, Fla. i
Sept. 18 (letter of notification) 2,420 ‘shares ($100 par)
5% cumulative preferred and 2,420 shares (no par) com-
mon. Price—$105 per unit, consisting of one share of
each. To be distributed by A. M. Kidder & Co. as agent.
For payment of current obligations, it

®. .Nassau Discount Corp., New York o
Sept., 25 (letter of notification) '$100,000 of 8% deben+
ture bonds. Price—$500 per unit.. . No underwriting,
For additional working capital.

Natra-Lyn Corp., Camden, N. J. : G
Sept. 23 ‘(letter of notification) 10,000 shares of capital
stock (par $5). Price—$5 per share. Stock shall be sold
only by J. Howard Cundiff, Jr., 98 Par.. Ave., Collings-
wood, N. J. For advertising products of corporation,
consisting principally of cosmetic preparations. :

Pacific Finance Corp. of California, Los Angeles
Sept. 24 filed 19,750 shares ($10 par) common. Under=
writing—No underwriting. . Offering—To - officers and
employees of the company. Price—$18 a share. Proceeds’
For general corporate purposes. Business—Finance and
insurance business.

Pacific Gas & Electric Co. (10/7)

Sept. 10 filed $75,000,000 27% % 1st and ref. mortgage
bonds, series Q, due Dec. 1, 1980. Underwriters—To be

.determined through competitive bidding. Probable bid-

ders include: Blyth & Co., Inc.; Halsey, Stuart & Co. Inc.;
The First Boston Corp. Proceeds—To retire bank loans
and to finance in part construction program, Bids—Ten-
tatively expected Oct. 7. ;

- (Continued on page 40)
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Paclﬁc Telephone & Telegraph Co., San

s Francisco (10/21) Ty
Sept. ‘19 filed $100,000,000 40-year debentures. Under-
writing — To be determined by competitive bidding.
Probable bidders: Morgan Stanley & Co.; Halsey, Stuart
& Co. Inc. Price — To be determined by competitive
bidding. Proceeds—For construction program. Bids—
Company will receive bids for the purchase of the bonds
up to 11:30 a.m. Oct. 21. |

"' Payne Cutlery Corp., Brooklyn, N. Y. (10/6-10)
.Sept. 2 (letter of notification) 14,000 shares of common
«(par 50c). Price—$1.875 per share. Offered on behalf
.of or for benefil of Greenfield, Lax & Co,, Inc,, who is
.named underwriter,. Effective Sept. 10. a of F o

' ® Premium Phosphate Co., Ine., Salt Lake City

Sept. 22 (letter of notification) 100, 000 ‘shares ($1 par)
.capital stock.  Price—$1 a share. No underwrltmg Eor
plant and equipment and workmg capltal

@ Progressive 0il and Gas- Trust, Colorado
Springs,. Colo.

“Sept 26 (letter of not1f1cat10n) 160 certxflcates of bene—'
(frcla} “Interests ($100 pag),; on' behalf of the issuer and

“100 certificates of beneficial interests on behalf of indi-
vidual trustees of the company. ‘Price—$100 per unit.
To be sold through the trustees.. The company will use
1ts proceeds to .carry on a drlllmg program. %

Prosperity 00., Inc., Syracuse, N. Y.

Sept 17 (letter of notification): 3,000 shares* ($100 par) -

~preferred.. Price—$100 a-share,

No underwrltmg _For
genel al corporate purposes. ;

O Providence (R. i.) Washington Insurance Co.
Sept 25 filed 100,000 shares ($10 par)  capital stock.
Underwnter—Flrst Boston Corp., New York. - Offering
. —TFor subscription to stockholders on the basis of one
new  share for each three shares held. . Unsubscribed
. shares. will be offered ‘publicly. through underwriters.
Price by amendment. Proceeds—~To increase its capltal
and stirplus.

® Public Service Co. of Indiana, Inc. (11/3)
Oct. 1 filed $15,000,000 first mortgage bonds, series G,
due 1977. Underwriters—Names to be supphed by com-
_“petitive bidding. Probable bidders: ' Blyth & Co., Inc.;
' The First ‘Boston Corp.; Glore, Forgan & Co.; Halsey,
“Stuart & Co. Inc.; Kuhn Loeb ‘& Co., ;and Harrlman
- Ripley & Co. (]omtly) “Proceeds—About $4,000,000 will
“be used to reimburse the treasury for. expendltures al-

‘ready madé ‘and the remainder will go for - additional.

‘~ constructxon requirements. Bids—Expected about Nov. 3.

0 Robertshaw-Fulton Controls Co., Youngwood,
y ek Pennsylvania® !

Sept 26.filed 120,000 shs, of 4%% ($25 par) cumulatwe
;preferred and 550,000 shares :-($1 ; par) ;common;! also
300,000 shares of  common: for : conversion .of the: pre-

ferred 'Underwriter—All buf :50,000 shares of ‘the com-

mon will be underwritten by Reynolds & Co., New York,

", preferred and 50,000 shares of the common and Reynolds
" Metals .Co., Rxchmond Va,, parent.of the registrant, is

. offering the remammg 500 000 sShares of common. - Price -
Busi- 1

by amendment. Proceeds—To  pay . obligations.
' mess—Manufacture: of devices. for. automatlc control of
temperatures and pressures

“Salant & Salant. Inc.. New York : ’
“March 28 filed 240,000 'shares. ($2'par) capltal stock.
Underwrlter—Eastman, Dillon & Co., New York.. Price
by amendment. Proceeds—Shares are being sold by 13
. stockholders who will recelve proceeds. .

k.'O - Save-Rite Drug Stores, inc., Albuquerque, N M.
* Sept. 22 (letter of notification) .700 shares of common

- "and 300 shares of 5% preferred. Price—$100 per: umt
,‘No underwntmg For business operations.

;,0 Seaboard Finance Co., Los Angeles

'Sept. 29 filed 50,000 shares ($1 par) common, No under—
" writing. Offermg-—To company’s employees,

amendment. . Proceeds—The shares are being sold by W,
- A. Thompson,. President of the: company, who will re-
‘,;‘ceu/e proceeds.  Business—Finance business.

.. Seattle (Wash.) Gas Co.. 1Y
Sept 4 (letter of notification): $300 000 ($50 par) pre-
ferred. -Price—$50"a- share.

payment of 1oan and current obhgatlons

,-, -~ Silver- Creek (N. Y.) Precision Corp. ~ ;
.Sept 10- (letter of notification) 15,000 shares -(40¢ par)
-.common.- To 'be sold :-at market through brokers and
¥ dealers.. The shares are. being sold by Lawrence Schmltt
Pre51dent who w1ll receive ‘proceeds.

. South Jersey Gas Co., Newark, N: .l.r

Sept 3 filed - $4,000,000 - 30-year’ first’ mortgage -bonds.:
.-Uuderwnters-—To be -determined by competitive bidding.-
“Probable bidders:" Halsey, Stuart &: Co. Ine:;~The- First
:‘Boston Corp.
. ties of Atlantic City Gas Co; and Peoples Gas Co., wh1ch
were merved to form South Jersey Gas Co. -

¢

Fla.:-

u!y 29 (letter o£ notiflcatlon) 8 000 umts con51stmg of

Zope-share. ($10 par) 6%. cumulatwe preferred .and one

sshare ($1 par) common. Price—$12.50 per unit, " Under=-

"ployees.

“common,. on behalf of four stockholders.

‘Lynchburg, - Va.

".standing - warrants,

oy “For _investment.

Price by -

Underwriter—Shea & Co., "
Boston and Smith, Landeryou & Co., Omaha; Neb For A

Proceeds—To-redeem outstandmg securi- -

. writer—Southeastern Securities Corp J‘acksonville. For '

working capltal

° Southern COIorado Power Co., Pueblo, Colo.
Sept. 26 (letter 'of notification) 29,810 shares .(no.par)
common, ‘to be offered to stockholders at $9.50 a share
‘on “the basis: of' one- share for ‘each” 15 shares held.
Unsubscribed shares will be sold publicly through under-
writers - headed by Hutchinson & 'Co.,” Pueblo, . Colo.;
Bosworth, Sullivan & Co., and Boettcher & Co., both
of Denver, - The ‘public offering price will depend on
the number of shares offered. For working capxtal

Southwest Lumber Mills, Inc., McNary, Ariz."
‘Aug, 11 (letter ‘of notification) 40,000 shares ($1 par)
capital stock. Price—$7.50 a share. To be .offered to
stockholders. .Any shares not purchased by stockholders
.will be bought by Imperial Trust Co., Ltd of Montreal,
Can To restore working capital,

@ Sparton Tool & Service Co., Houston, Texas

- Sept. 26 filed $1,200,000 of 4% ‘debentures, due 1955, and

(230,000 shares ($1 par) common. Underwriting — 'Well

- Serv1ce Securities Co.; an-affiliate, will be'sold a portion ™ |

of the ‘common for resale to Spartan s officers and .em-

each $1,000 debentures purchased, ' Price by amendment
Proceeds—To provide working. capital.’.

"' sta-Kleen Bakery Inc., Lynchburg, Va. s
Sept. 8 (letter of notification) 1,621 shares ($1 par) com-
mon, on behalf of company and 8,000 shares ($1 par)
Price—$12 a
Underwriter — Scott Horner & Mason, Inc,,
Company - will use its proceeds for
workmg capltal and expanslon purposes.

Standard-Thompson Corp., Dayton, O.. (10/6)

share,

-Aug. 27 filed $1,750,000 5% sinking fund debentures, due

1967, with warrants.to purchase 87,500 common shares
(par_$1). Underwriters—Lee Higginson Corp. and P. W.
Brooks & Co., Inc., New York. Offering—The debentures
with common stock warrants attached will be offered
pubhcly The common shares will be reserved for con~
version of debentures

Sterlmg Electric Motors, Inc.,  Los Angeles,
Callfornla :

Sept. 10" (letter ‘of ‘notification) 19,591 shares ($1 par) .

common, The shares will be issued upon exercise of out-
S To be -added to .the corporation’s
unds.

-® - Supervised Shares; Inc., Des Momes, lowa -

- Sept. 25 fxled 500,000 shares (25¢ par) commor.. Under-":

‘writer—T. C. HenderSOn & Co.;/'Inc.;'will ‘act as’distrib-
‘utors for the shares.” Price based on ‘market. "
Busmess——Investment busmess

Teaco Beverage Co., Nashville, Tenn.

Sept. -8 '(letter of notification) *25,000. shares: ($10. pat)-"-»

5% cumulative preferred.. Price—-$10 a' share.:The pur~
‘chaser of each' share of preferred will ‘receive from the

“The 50,000 shares will be offered to employees and offic. tseller one share “of $1. par common.. No underwriting.

.cers of the company. Offering—Company is offering the"

The 'shares are-being sold- by’ three ofﬁcers of .the com-
pany who will* receive proceeds 2

Texas. Co.,: New York: . . i :
Aug. 14-filed- 2,248,932 .common '(par-$25)- shares

“of record Sept. 17 on basis’of one new for each five
shares heid. - Rights expire Oct. 8.. Proceeds—To be
-added to!general funds for corporate purposes. .’

Texas Power & Light Co. (10/14)

Sept 12 filed  $8,000,000 :30-year first mortgage bonds.
Underwriters:-To be determined by competitive bidding.
Probable .bidders include: Blyth & Ct: Inc., Smith, Bar-
ney & Co. and. Kidder, Peabody & Co. (Jomtly) W C.
‘Langley & Co. and Glore Forgan & Co. (Jomtly) Hal-
sey, Stuart & Co. Inc.; The First Boston Corp., Hemphm
‘Noyes & Co. and Drexel & Co. (jointly); White, Weld &
.Co.; Lazard Freres & Co. and Harriman:Ripley & Co.
: (jointly). ' Proceeds—To finance construction program,
-Bids for purchase of bonds expected about Oct. 14.

@ Title Insurance Company of Montana, Seattle -
Sept. 24 (letter of notification) $6,000 shares. (no-par)
.common and 3,000 shares (no par) preferred. Price—
$125 per. unit, consisting of one'share of each. To be
.sold . through - offlcers of ‘the company. For establxsh—
Ament of tltle msurance company, . i }

. Tri State Llnen White Corp., Jackson, Miss.

Sept. 8 (letter of notification) 20,000 shares ($1.par)
common and: 250. shares ($100 par) preferred. ' To be
sold at par. No underwriting, to be sold through 'offi-
‘cers: of company. For plant expansxon and broadenmg
-sales ‘territory, - "

Utah Chemical & CArbon Co..
Dec. 20 filed $700,000 5% 15-year convertlble debentures

due 1962, and 225,000 shares ($1 par). common. The state-

“ment also covers: 112,000 shares of common reserved for
“conversion of ‘the debentures.

of equipment .and . for  working capltal Registrati'ou

’Astatementbecame effective June 28,
Southeastern Development Corp., Jacksonwlle, i

s 4 - Vauze Dufault Mines, Ltd., Toronto. Caneda

Mar. 31 filed 500,000 shares ($1 par) common. 'Under-.

writer—Name to be filed-by amendment: Price—50 centa >

a ahare Proceeds——For general operatmg expenses.

Offering—Common will be offered in conjunc- .
~tion.with the debentures orn the basis of 100 shares for

Proceeds 7

Un- g
derwriters—No underwriting. : "Offering—Shares are of- ¥
‘“fered ‘at: $45 per share for subscripfion. to”stockholders

Underwriter—Carver & . :
“Co.; Inc; Boston.. Price—Debentures 98; common $3.75' .|
per share. Proceeds—For, plant construction. purchase -

® Western Gold Mines, Inc., Jersey City, N..Jq
(10/8) .

iSept. 30 (letter of notification) 33,400 shares of common

-stock (par 10¢). Price—$8.50 per share. Underwriter—

Frank L. Porter, 52 William St.;, New York. Prepara=

tion of Silver Reef Mine for regular mining operations,

erection of mill, working capital. !

Wiard Plow Co., Batavia, N. Y. (10/6-8) '

Sept. 3 (letter of notification) 100,000 shares of cominon
stock (par $1) with rights to purchase up to 10,000 addi-
tional shares. . Price—$2.90 per. share; rights 3¢ Under-+
‘writer—E, F. Gillespie & Co., Inc,, New York.  Pay bank
loan, acqulsmon of small 1mplement company and work«
ing capital. - i

[0 erconsm lnvestment Co., Milwaukee e |

.Sept.. 29 filed 370,000 shares of common. Underwriter—
Loewi & Co., Mllwaukee Offering—Shares- initially
,will be offered to stockholders and unsubscribed shares
iwill be offered” pubhcly through underwriter. . Price—s
/Based. on market prices. - Proceeds—For mvestment.
{Business—Investment business,’ §
/® . Wisconsin Public Service CQrp., Milwaukee !
Sept. 30 filed, $4,000,000 30-year first mortgage bonds,
{Underwriting—To be determined by éompetitive bidding,
‘Probable bidders: “Halsey, Stuart.& Co. Inc.; Shields &
‘Co.; Glore; Forgan & Co., and.Harriman Rxpley & Co,
(Jomtly) W. C. Langley & Co.; The First Boston Corp,
;Proceeds—To repay short term ‘bank loans. Buslness—-
Public utility.

~ Prospective Olfenngs

. Chesapeake & Ohio Ry. (10/7) 4

Company has issued invitations for bids to be received
on or before noon (EST) Oct. 7 at office of H, F. Loh<
meyer, Sec.-Tres., Terminal Tower, Cleveland, for $5,«
300,000 of equipment trust certificates. The certificates
will be dated Oct. 15, 1947, and-are to mature in equal
annual. instalments from' Oct. 15, 1948, to Oct. 15, 1957,
Probable - bidders: Halsey, Stuart &  Co. Inc.; Harris,
Hall & Co. (Inc.); Salomon Bros. & Hutzler, ;

Chicago, Burlington & Quincy RR. ' (10/7) \

‘Company-is-inviting bids for the lowest interest rate at
‘which bidders will provide the following: Not to exceed

*"$1,2562,900 - from . time- to :time: before: Jan. 31,1948, for

financing the ‘acquisition of two new 6000 horsepower
Diesel-electric freight locomotives and.-one ‘new 4500
horsepower Diesel-electric passenger~ locomotive, 'and
net to exceed-$1,517,100 from-time to time before "Aug.
31,1948, for financing the aequisition of 14 new stainless
steel streamlined passenger- train cars.:
-submitted on ‘or before noon (CST) Oct. 7 at Room 205,
547 West Jackson Blvd Chicago. Ay

OL Chicago & Eastern lllinois RR. T

Sept. 30° company plans to- issue: invitations. shortly for’
bids to be’ considered later this. month on’$3,600,000 in
1-to-15=year equipment trust certificates. - Probable bid«
‘ders: ‘Halsey, Stuart & Co. Inc.; Salomon' Bros: & Hutz<
letr; Hams Hall & Co. (Inc.).’ ; 5 H
‘0" Erie RR. " i1 | S5
Sept 22 company applled to ICC for\ authorlty to 1s§ue>
$6,850,000, equipment ; trust? certificates. . Proceeds  ale
to be used to pay part of the cost of $8,592 000, of new
equipment. - Probable bidders: Halsey, Stuart & Co. Inc.j
Salomon Bros & Hutzler.

o

FO Jacksonville Terminal Co.' el

Sept. 23 reported company has under consideration the
refunding of - its $4,000,000 of bonds outstanding ‘which
would entail the issuance of a new issue at lower interest .
rate.. The- First Boston- Corp.-has no present intention
to ‘act-as agent. - Probable: bidders—The First Boston
.Corp:;: Morgan, Stanley & Co.; Falsey, Stuart & Co, Inc.}
Dick & Merle Smith. ,

‘e New York Chicago & St. Louis RR (10/14)

Company will receive bids up to 3 p.m. (EST) Oct. 14
for the sale -of $3,800,000 equipment trust certificates
to be"dated Nov. I, 1947 and due annually- Nov, 1, 1948+
1957. - Bids will be received at company’s office,»2910
Terminal Tower, Cleveland. . Probable bidders: Halsey, I
Stuart & Co.-Inc.; Salomon Bros. & Hutzler; Harrxs,» i
Hall & Co. (Inc) R. W Pressprlch &. Co.‘ .

0 Portland General Electrlc Co. R

Sept. .30 requested-SEC -authority- to sell at competmve i
bidding. $6,000,000 30-year first. mortgage bonds;.and:t9 - |

- UNITED STATES GOVERNMENT; -
. STATE, MUNICIPAL AND "
\CORPORATE SECURITIES

BLAIR & Co

INC )
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. use proceédé to. finance expansion program. - Probable

" bidders: | Halsey, Stuart & Co.-Inc.; The Firs; Boslton’

" Cotp.; Blyth & Co., Inc. _ -
-#"" Richmond, Fredericksburg & Potomac. :

“RR. (10/10) . - g . :
 Company is inviting bids, to -be submitted on or before
- noon: (EST) Oct. 10, ‘for the lowest rate of interest at

“which bidders will provide $400,000 for financing under

!.a.conditional ‘sales -agreement certain equipment to: be
. .acquired from-American: Car-‘& Foundry Co. .

i ' Seaboard Air Line'RR. (10/6)

- The company hasissued: invitations for I
: ceived up to noon (EST) Oct. 6 for $4,500,000 of equip-

- ment._trust certificates to be dated Oct. 15, 1947, and to
mature $300,000 annually from Oct:.15; 1948, to Oct. 15,

- 1962. . Bids will be-received at office of Willkie,” Owen,
_Farr, Gallagher. & Walton, 15 Broad Street, New. York.
.. Probable’ bidders: -Halsey, Stuart & Co. Inc,; Sa!g;pqg

bids to be.re-

énhum, at ‘which. bidders will prdvide, not: more than

from General Motors:Corp. of three new Diesel-electric

6000 h.p, four-unit road freight locomotives, expected to .

be delivered in October 1947, at an estimated: aggregate
purchase .price of $1,740,996, of which $1,392,000, or.80%

. of the actual aggregate purchase price, whichever is less, .

is to be financed..  Bids will be received up to noon
(EST) Oct. 2 at Room 2117, 165 Broadway, New York. '

.® 'Southwestern Gas & Elec. "cd_., Shreveport, La.
Sept. 30 ‘company asked SEC for permission ‘to issue
‘and 'sell ‘at competitive sale $7,000,000. first mortgage

:~bonds, series B, and use the praceeds to finance its con--
‘“struction’ program. ‘Probable bidders: - Halsey, Stuart .’
‘& Co, Inc.; White, Weld & Co.; Kigldep,' Peabody & Co.’

".e- Standard Oil Co. (Ohio) . ~. .- wos

. Oct. 21;<at a special meeting, stockholders‘v‘;vill, vote on .
increasing ‘authorized number of shares-of common stock

$1,392,000 for financing,' under an agreement of. condi-.
tional sale to be dated. Oct. 1, 1947, the acquisition by it -

If .approved, -company will.

g

: shareﬁqldgrs on the basis of one share of new stock for

-each. five: shares®of presently. outstanding stock. ' :The
offering" price, subscription termsand offering dates
.have not yet been determined. - Proceeds. will b2 used
for capital expenditures-and for other corporate pur~

- poses. - Capital expenditures this year will require ap-

proximately' $27,000,000. - Probable underwriter; F, S.
Moseley & Co. - 1Ee ’ \

0 ' -Sunray 0il Co.’ > :

Sept. 26 negotiations ' whereby Sunray would acquire the
‘Getty Group interest in’Pacific. Western Oil' Corp. are
reported in an advanced stage,  Pacific Western owns
46.71%, or 641,808 shares of Mission Corp. and 577,854

-.shares. of Tide. Water Associated Oil Co. stock, ‘or 9.03%:

of the outstanding shares of the latter. Mission owns
‘582,657 ‘shares of Skelly-0il Co., or 59.37% of the out-
‘standing shares, and 1,341,493 shares, or 20.97%; of Tide
‘Water Associated. Acquisition of the Getty Group inter~
ests would.give Sunray: at least ' working control of Mis-
sion; which in turn: controls-Skelly:“Acquisition of Getty

. Southern’ Pacific Co. (10/2) .- . ¢
. '/Company“;equests bids for the lowest rate;of intgres

; per

/105,000,000 from- 3,250,000.
...offer. approximately. 584,320 shares of common: stock to

..interest, it is said, would be financed by debenture issue.

~Traditiohal Underwriter—Eastman, Dillon & Co.

‘Observations

S r T U (Continued  trom bage:8)? TR Gt
{for economic cooperation can work, either under, r outside the aegis
.- of .the-United Nations, - F T R : St

A 4408
2Sh A by 5 L

S, ; *The Have-Nots’ Fury Over the Atom

- . *Also off-the-beam of the real motivating issue are the frenzied
accusations -of preparations for atomic -and general military 'war-
“fare continuingly hurled against us.by the Stalin-Gromyko-Vishin-

sky team — exemplified again

last’ week by the blatant charge by

\the :Soviet’s visiting angel of peace—that the Unit_ed' States is a
“culprit resisting -every: attempt to dismantle the existing . stock .of

“atomic bombs and outlaw

headlines in the Moscow Press' as:

their future production, and by such typical

“U.'S. Hinders Work on Prohibi-

“tion of Atom :Weapons”; “U. S. and Britain Oppose Reduction’ of
# Armaments”; “U.S.S.R. Standing for Prohibition of :Atom Weapons
+and International Control.” Actually, of course, the' American policy
.unswervingly practiced ever’ since our representation was first en-
“trusted to Mr. Baruch, has been based on our ‘almost panicky desire
to escape from the responsibility imposed by monopoly possession of
“the weapon. 'As ‘Britain’s’ Minister of State Hector McNeil has' so

. {clearly pointed out, the United States not only. stands ready to have

+ her plants inspected, but actually to see them placed under the own-
- ership and management of an international supervisory body. " Termed
{by. Mr, McNeil “one of the most remarkable offers in the history of
! disarmament proposals,”- its excoriation by the Russians clearly puts
them in the position of a man in straitened. circumstances who, after
:peing helped with a valuable gift, because of embarrassment over his
‘benefactor’s  generosity highlighting 'his own poverty, turns against
- +the donor with ‘‘defensive’ jealousy-born-anger,

* *®

*® *

'Lijkewise a manifestation of underlying anger rather than a
“significant political incident, is Moscow’s refusal of a visa for visiting

‘our

Moscow embassy to' Assistant ‘Secretary of State Peurifoy, our

-official supervising the operation of our embassies and }egations.:

%"

‘

1
£

* 1

s The Fundamental Trouble ; ;
& " This behavior-pattern of underlyingly-motivating anger explains
the Soviet’s persistently disrupting -action toward whatever-facet.of . e e T
United Nations workability is being  eagerly sought-after by .the | In.competition, bids for this is-
sreat’ majority /of 'her “allies.” 'It ‘st be’ realized:'that this. anger, i

* %

i3 born of the infuriating :frustration felt by her because of her
-“millionaire cousin’s” blocking  of “her ..compulsive ambitions for
expansion and world domination; and most important of all for our
understanding is the realization that tensions will mot be decisively
“gelieved unless and until this political oot of the aggressor’s anger

is in Some way abandoned,

Our

Reporter’-s

. Report . |

.~ . Marketing - of - 'New: ;England
fTelephone & Telegraph Co.’s $40,-
000,000 ‘of 35-year debentures this
-week should have proven an eye-

" “ppener for the underwriting fra-
-ternity in"general judging by the

-lLxesults. P

I ~According :to ‘observers,. it was

Hbeen priced to attract the interest
of the large institutional buyers.
At any -rate with'a 2.925%
{-yield indicated for. the. buyer,
- and carrying a 3% coupon rate,

..« it evidently.-had - “eye-appeal”. ;

- which has been lacking in some:

% more recent ventures,” '
ii- - With two big syndicates bidding
. “for' the issue, it :appeared . that
’both had ‘somewhat ‘revised their:
‘views on’what the’ market would

pitized for FRASER

:[Hrasér.stlouisfed.org/

/lone of. the  fastest' bigdeals. in’
“1{imany months, presumably having;

take in the case of a new money
issue, s
The successful group bid the
company a price of 100.8091 and
specified a 39, interest rate. The
runners-up - bid: 100.40 for the
same coupon a spread of only
about 0.41 points, This permitted
the  group to: fix a. reoffering
price . of 1015 'to  afford  the.
:aforementioned yield. - R
Bankers received an able as-
..sist from the Securities and Ex-
change Commission, ' which
‘waiving its ‘more or less cus-

approved - the terms within -a ./
couple of  hours, 'opening the .
way for immediate reoffering,

probably - 'was ‘done - on ' Tuesday.
afternoon, ‘the bankers,  ‘waiting
on  their prospectuses, refrained:

| from actual sale of the debentures
| until yesterdav, W

Hard Bargainers S

| Only a-portion’of the $75,000,000
of . Duquesne Light Co.’s. 30-year.
first mortgage bonds brought out
by bankers last week has thus far

| moved to ultimate buyers, accord- |
.{issue

ing to gossip in market circles, -
.. The group which bid in this is-
sue at 100.7699 fixed its reoffering

price at 101.229 giving-the %poten-

tomary forty-eight-hour respite,

", Although much’ verbal ordering |

around 2.69%- to maturity, " "
“Presumably this was not suf- |

‘+| ficiently high, even though'the |

bonds are rated triple A, to ap- |
peal to.the portfolio buyers of '
insurance companies. . At ‘any |
rate, the latter are. reportedly !
haggling for 'a basis -that in-:
volves:a differential of around
$2 a $1,000 bond, and up to here
have been quite adamant. -

Current Complaint

At the moment underwriting
firms‘are: more: than a little bit
nettled by the evident lack of in-
terest in preferred stocks. ' Their
complaint is that a great many po-
tential issuers are set in  their
ideas and are: determined on fi-
nancing of that type.

But the bankers have found
repeatedly that the investor:is
not too keen for senior equities
unless they are most attractive-
ly set up and, of course, the is-
suer is naturally concerned with

. driving. the best bargain he can.
The net result is that while the
‘potential in this direction is rated
in large figures, the bankers are
not disposed to be interested, what
with the dearth of investor inter-
est. ; FhRy |
.7 Quick Revision
Cutting the -cloth to fit the pat-
tern required a bit-of fast foot-

‘I work: on the part of bankers who

took 'on Texas Electric ' Service

30-year_bonds. = :

-sue ‘ranged all ‘the wayfrom a
low: of  100.3378 to  the winning
tender of 101.297 with a- total of
eight groups having sought the
business. :

On the basis of ‘reports in the
market place the  successful
group upon feeling out the mar-
ket for reoffering, made a quick
change- in ‘its calculations and
modified: considerably its re-
pricing ideas. fay !
The price ‘to the public was

finally set at 101.51 to yield about
2.80%, . indicating the . meagre
spread to. the bankers of about

costs. . i

/" Pacific Gas & Electric :
Next week will bring up’ the

Pacific Gas &: Electric Co.’s $75,-

competitive bids.: s

headed by a' West' Coast firm, an-

stitution,

Here again. the purpose of the
ne- is. to [raise . new . money
‘through the funding of bank loans
and ‘to pay for new construction
in- contemplation or “in- progress.

Y

‘ .| tial -buyer: an indi_ca,{ed.;. y,ield--of

Co.’s $7,000,000. of. first. mortgage.

21.3 cents per $100 bond: to cover [

000,000 0f new 35:-year 2% % first |
and refunding mortgage bonds for |

This is the only large new util- |
ity undertaking ahead for the pe- |
riod and on last reports it was in- |
dicated that three banking. groups |
{would: ‘be in the running: one |

other by a Chicago banking house |
and the-third by a: New-York: in-

: »Bbokshelf:;r

Board of Directors ‘and  Busi-
ness Management, The—Melvin T,
Copeland and: Andrew R. Towl—
Division ' of  Research, ' Harvard
Business - School, ‘Soldiers * Field,
Boston: 63, Mass.—$3.25.

Concerning U, S. Government
Securities—Concise, chronological

“|outline of U. S, Government fi-

nancing from the foundation  of
our.. Government ‘to the end of
World War II; deals with all ma-
jor ‘facts, events, and'influences
affecting our national obligations
and :includes-official reports, sta-
tistics and charts; records of mar-
ket. prices and yields, statements
of Treasury policies, and details of

Childs &' Co., 141 West ' Jack-
son :Boulevard, Chicago 4, Ill.—
cloth—$5.00.

Cyeli-Graphs — Pre-publication
offer of new 128-page folio of 500
cycli-graphs ‘with monthly - price
ranges ‘up to date through Sept.
30th—new edition: contains indi-
vidual charts of the 500 largest and

.| most active listed stocks, portray-

ing the eyclical swings for the en-
tire:prewar, wartime and postwar
period  since 1935--$3.00 before
Oct. 8, 1947, $4.00. thereafter—ask
for Folio CFC-102—Securities Re=
search  Corporation, 141 Milk' St.,
Boston 9, Mass.

Foreign Loan Policy of  the
United States, The—J. B. Cond-
liffe~American Enterprise Asso-
ciation, 4 East 41st Street, New
York 17, N. Y.—Paper—50c.

Survey of ‘University and Col-
lege Endowment Funds—Scudder;
Stevens: & Clark, 1 Wall Street,
New York 5, N. Y.—paper.

Chas. Allen, Jr., Director

Charlés Allen, Jr., senior part-
ner of the New York investment

" “'Charles “Allen, b O

firm of - Allen. & Company,  has
been elected a director of United
Cigar-Whelan Stores' Corporation.
Mr. Allen is also chairman of the

board -of Colorado Fuel & Iron
SCOTPOTALION s s sans oo o 525 -

all major loans (1905-1945). C. T.

Ky, Utilities Pfd. Gffered

» 2 : L W T
On Exchange Basis
L ,
By First Boston Group
The  First Boston Corp.," Leh-
man: Brothers and Lazard Freres
& Co., 'as-dealer managers, head
a group ' of investment banking
firms which  is-'making an ex-
change offer under which a new
issue of -130,000 . shares of Ken- -
tucky Utilities - Co. 434 % cumu-
lative preferred -stock,: $100  par
value,. is being-offered to holders
(other "than ' The Middle West
Corp.) of the company’s outstand—
ing 6% preferred and. 7% junior
preferred. The underwriters are
offering to holders of the 6% pre-
ferred the privilege of exchanging
their shares, ‘on or before 3 p.m.,
Oct. 14, 1947, for shares of new
43, % preferred on a share-for-
share . basis; one share - of - hew
preferred. will be. exchanged for
two shares of 7% junior preferred,
with - cash 'adjustments in 'each
case, y
Excluding shares owned by The
Middle West Corp., there are out-
standing 76,011 shares of 6% pre-

‘| ferred ‘and 106,955 shares of 7%

junior ‘preferred. ‘Any shares of
new preferred not taken in ex-
change will be : offered to the
public. at  a later date, and the
proceeds, togetner with ~general
fgngs of the company, will be used
to retire any remaining shares of
old' preferred.” o Ryl
Upon completion of this financ~
ing the company will have a total
funded debt of - $29,225,000; the
130,000 shares of preferred now
being offered, and 1,530,000 shares

including 400,000 additional shareg
which: The Middle West Corp.
has agreed to purchase at par..

The new preferred stock is re-
deemable at prices ranging from
$104 per share, if redeemed prior
‘to Sept. 1, 1952, to $101 per share
if redeemed on or after Sept.'1,
1962,

Buy U.S.Savings Bonds
REGULARLY

e : 0t
Ask where you WORK
Ask where you BANK

of common stock, $10 par. value, i
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Poslwat. Bank Ciedit Problems

(Continued from page 6)

Readjustment in our domestic
situation is -overdue, and the
sooner it can.be brought about,
the better it will be for the nation
and the world.

Cost of Maintaining the Peace

We spent nearly $350 billion to
win the war, and we shall need
‘to  spend - substantial, - although
greatly smaller amounts, to keep
the peace. "Large. parts - of . the
world have been devastated and,
even in those parts left intact,
the customary processes and chan-
nels of trade and commerce have
been destroyed or upset. People
in nearly all nations have vast
holdings of money and large de-
ferred demands for the necessities
of life, and supplies of nearly
.everythmg to meet these demands

.are inadequate, . The moneythey |

have, however, cannot. be used to
‘make purchases from countries
which have goods -for sale, and
they have little else-to- offer in
exchange. When people are thys
‘upset, they are susceptible to the
lure of political - panaceas and are
.likely- to - generate . feelings = of
‘hatred toward others more fortu-
nate than they. This state of mind
1s a threat to.stability and peace
in the world.

nance of our national defense. We
have provided altogether since the
end of the war foreign grants.and
credits of approximately $15.5 bil-
lion, which is only two-thirds of
our military -budget for the first
two’ postwar fiscal years.. Surely
‘this' is a small amount to make
available for helping to win the
peace, when compared with our
vast expendxture of $350: billion
used to win the war.

It cannot be denied or’ ignored
that continued large. loans. and
grants to foreign countries are
either a heavy current burden
upon' our taxpayers or a strong
inflationary force on our economy,
but so are our even larger military
expenditures, which "are - consid-
ered by many as necessary for
maintaining peace, . ' -

We should be fully aware of the
costs and risks of providing foreign
aid and make adjustments in our
policies accordmgly We  cannot
be lavish in aid to other countries
without suffering the consequences
of . inflation, heavier: taxation. or
the reimposition of controls. Coun-
tries ‘receiving  assistance' should
recognize the burden that is being
imposed on our economy, and it is

imperative that they take: meas-

ures to ‘assure the most effective
use of their own resources as well
as of those received from us. If
these reqmrements are met, it

. In the two fiscal years from
July, 1946 to June, 1948 we have
budgeted expenditures of more
than $25 billion: for the mainte-

NOTICE OF A MEETING OF SHAREHOLDERS
: OF :
COMPANIA HISPANO - AMERICANA DE ELECTRICIDAD (CHADE) §. A.
to be held in Luxemburg on Tuesday, October 28th, 1947.

The following is a translation of a 'Notice published in the Recueil Special
of the Memorial (Official Gazette) of the Grand duchy of Luxemburg, No. 69,
dated September 10th, 1947:—

-1, The Societe Financiere de Transporis et d'Entreprises  Industrielles
(Sofina), societe” anonyine, whose head oftice ls situate at 38, rue de Naples,
Ixelles, Brussels: (Belgium); and

2. The Crédit Suisse, societe auonyme, whose. head cifice is situate at 8,
Paradeplatz, Zurich (S\vltzerland)

(wlhio together hiold more than ten per cent of the issued share capital ‘of the
sociedad anonima Compania Hispano-Americana de Electricidad = (Chade)
whose bead office is situate at 6, Calle de Serrano, Madrid (Spain);
pursuant to- the provisions of Article 1 of: the (Luxemburg)  Grand-ducal
Decree of August 12th- 1947 modifying and supplementing the (Luxemburg)
Grand-ducal Decree of August 5th 1946, providing for the. re-establishment
of Luxemburg companies which were dissolved ‘before the termination of: the
normal period of their corporate existence,

have the honor -to invite. the: shareholders of Compania Hispano-Americana
de Electricidad, sociedad anonima, to -attend:a -meeting of such shareholders
to be held at the Hotel Brasseur, 88 Grand'rue, Luxemburg, on October. 28th
1947, at 10 a. m. with the objects set out in the following agenda:

1. To ratify the re-establishment of ‘‘Societe d'Electricite (Sodec)” 'a
societe anonyme “incorporated in Luxemburg by and in' accordance with a
notarial instrument of December 20th: 1938, published in the Recueil Special
of the Memorial: of December 23ird 1938, which said 1e-establishment took
place -on -August 19th 1947, by virtue of a declaration made before Maitre
Tony. Neuman, ‘notary residing in Luxemburg, by notarial instrument duly

. published in the Recueil Special of the Memorial dated August 21st 1947;

2. To ratify the restitution to: ‘‘Soclete  d'Electricite (Sodec)’ of - the
property which comprised its assets in such form as is provided in the said
Article 1 of the abeye-mentioned Decree;

3. To ratify: the increase of the caplt'll of ‘‘Societe d'Electricite (Sodec)”
from 260,010,000 gold francs to 260,020,000 gold francs by the creation and
allotment of 100 new shares of no par value for a consideration of: 1,510
francs per share which has been fully paid up in cash;. which said increase
of capital has been effected pursuant to the -provisions of the (Luxemburg)
Grand-ducal Decree of August 12th 1947,

In accordance with ‘Article 1 of the above-mentioned ‘(Luxemburg) Decree,
each holder of shares of. Compania Hispania-Americana  de Electricidad
(Chade) will have the right to a number of votes which corresponds to the
proportion: which the nominal value of the shares held by him bears to the

+ " nominal value.of the total issued share capital of Such company—that is to
i . say:——Holdgrs of shares of 500 Pesetas (Series A, Nos, 1 to 120,000; Series
B, Nos. 1. 6 120,000; Series C, Nos. 1 tb-80,000)-will be entitled to 5 votes
| per share;
Holders'of ‘shares of 100 Pesetas (Series D, Nos. 1 to 400,000; Series E, Nos,
1-to 600,000) will be entitled to 1 vote per share,

To entitle the holder of any shares of Compania Hispano- Amerlcana de
Electricidad to be present or represented at the meeting and to vote in re-
spect of such shares they must be deposited on or before October 18th 1947.
Such deposits of shares may be made at the offices of .the banks and com-

" panies set out below. who will issue certlt‘xutes entitling the holder to .take
part in the Meeting,
- In New York: Guaranty Trust Company of New York
Chase National Bank of the City of New Ymk
Credit Suisse, New ' York:Agency,
: Banque Belge pour I'Etranger;
“In Luxemburg: Banque Internationale a Luxembourg,
Banque Generale du Luxembourg,
Banque Commerciale, $. A.;
Socit stg F‘mancxere de 'I'rnrsports et d’Entreprises Industrlelles
(
Banque. de Bruxelles S. A,
Banque de la Societe Generale de Belgique,
Banque de Reports et de Depots;
Banque de Bruxelles, 8. A, (siege d’Anvers),
Banque d'Anvers;
In Zurich and other Swiss places:

In Brussels:

" In Antwerp:

Credit Suisse, its branches and agencies,
Fides, Union Fiduciare, societe anonyme,
Zurich Bale and Lausanne;
" In Amsterdam: Nederlandsche Handel- ~Maatschappij N.V.;
In London: Midland Bank . Limited,
Barclays Bank lelted,
J. Henry Schroeder & Co.;
Comptoir National d'Escompte de Paris, in Paris;
Banco Espanol de Credito, in Madrid and ‘Barcelona,
Banco de Vizcaya, in Madrid and Bilbao
In Buenos Aires:Banco de la Nacion,
Banco de la Provincia ‘de Buenos Aires.
Societe Financiere de Transports
* et d’Entreprises Industrielles
(Sofina),
Societe anonymne,

" In France:
In Spain:

Credit Suisse,
. Ssociete anonyme,”

would be shortsighted, as well as
highly selfish, for us-to deny aid
needed to prevent starvation and
to reconstruct productive capacity
in other countries in order to-in-
crease our already large consump-
tion for the purpose of counteract-
ing inflation, The best remedy for
inflation is more production, and
the greatest unused productive re-
sources now' lie outside of this
country, but they cannot be ef-
fectively . operated ‘' by ‘starving
people devoid of equipment:and
supplies. .

Responsibility of Federal Reserve
System

What bearing, you may wonder,
does all this have upon our ‘com-
mon problems and responsibilities
of bank supervision? The Federal
Reserve has a. close interest -in
these matters, because we are re-
sponsible for providing- the re~
serves .that support .our entire
money and credit: system..  We
must constantly consider whethey
the existing supply of bank credit
is ‘redundant or inadequate. This
judgment must be based upon the
needs and behavior of the econ-
omy. There is:not time here to
discuss | the” specific . objectives;
standards, and various other con-
siderations that provide the basis
for these policy 'decisions.  The
Board: of ‘Governors, the Federal
Open' Market : Committee, com-
posed of the Board and represen-
tatives .of . the Federal Reserve
Banks, the operating: officials of
the Reserve Banks, and the Fed-

eral Advisory: Council in: giving
advice, must constantly. keep in
mind the impact of Federal Re-
serve policies on the economy.
International -affairs are: of im-
portance to us because of their
general “impact on our domestic

FINANCIAT, NOTVORR

- CITY INVESTING
- COMPANY
Notice to Security Holders

Inconnection with the offering
in May, 1946 of $4,800,000 -
principal amount of 4% Con-.
vertible Sinking Fund Debens+
tures due June 1, 1961, City
Investing Company has made
generally available to its secu-
rity holders an earning state-
ment covering a ‘period of
twelve months beginning
after the effective date, May
17,1946, of the Registration
Statement with respect to the
said Debentures.

‘A ‘copy of such earmng
statement will be mailed on
request to any security holder
of the Company or any othcr
interested party.

CITY INVESTING (OMPANY
<:25 Broad Street
New York 4, N. Y.
. Septemper 30, 1947

N

economy and more directly be-
cause the net resultant of all in=
ternational - finaneial . transactions
are reflected in- gold movements.

Gold, together with Federal Re-~|

serve Bank credit, supplies the
bas.c reserves of our banking sys-
tem, The interest and responsi-
bilities of the Reserve System in
this ‘field "are recognized by ‘the
Congress in including the Chair-
man of ' the Board of Governors
as-one' of five members- of the
National - Advisory ' Council. This
Council- has, responsib.lity for su-
pervising and coordinating the in-
ternational financial policies ‘of
the Federal ‘Government.

Changed‘ Position .of Banks

Because of their interests and
responsiblhtxes, the Federal Re-
serve authorities are greatly im-
pressed with the changed position
of~banks that has-resulted - from
war.: These changes will affect the
duties ‘and responsibilities ' of “all
bank. supervisory  agencies.. The
vast volume of deposits and cur-
rency not.only offers a threat of
inflation - for ‘the economy as’ a
whole, but it may create serious
problems ' for .individual <banks:
With our system of 14,000 separate
banks, shifts of deposits from bank
to bank necessitate corresponding
shifts* of assets or other adjust-
ments. For this reason our bank-
ing system requires a high degree
of - liquidity and ' these require-
ments have been enlarged by the
great wartime growth and broad
distribution of bank depos:ts.

Another problem ' confronting
bank supervisory agencies is the
great existing potential for  fur-
ther expansion of credit.. Gener-
ally: in the past banks could not
expand their loans and invest-
ments,  except ‘when ‘new ' funds
came to them or unless they were
willing to borrow. When one bank
lost funds, it had ‘to borrow .or
liquidate . assets.. While for indi-

', vidual banks that situation' still
-exists, the very. large holdings' oi

FINANCIAL NOTICES

: N(lTlCE .OF PARTIAL PAYMENT

. THE NEW YORK, NEW HAVEN. AND HARTFORD.

RAILROAD COMPANY

Flfteen Year Secured Six Per (lcnt.
Gold Bonds E ¢

" To the Holders of the Above-Described Bonds.

.| paymert of interest from April 1,

Pursuant to the  Consimmation Order
and "Final Decree .(No...1007), dated Sep-
tember 11, 1947, of thé United States Dis«

‘ _trict Court for the District of Connecticut,

entered in the.reorganization proceedlngs
of The New York, New Haven and Hart-
ford Railroad Company, funds will be avail-
able on and after October- 1, 1947 forlggg
through September 15, 1947 at the rate of
6% per annum and for a partial payment
on account of principal with respect to the
above bonds. The payments to be made are
$7.45 for interest and 81.55 for partjal pay-
ment on account of principal on each $100
original face amount of the bonds,
-~ Holders- of - ponds may--obtain- the pay-
ments by presenting their bonds to Irving
Trust Company, Corporate Trust Depart-
ment, One Wall Street, New York 15, N. ¥Y..
for stamping thereon 'of & notation’ of thc
payments. .
IRVING TRUST COMPANY.
Trustee under Collateral Trust
*/ Indenture dated April 1, 1925
- By BEN-F, SESBEL, Vice Presideni

New York, N. Y., September 29, 1947,

September 30, 1947

Notice to Sfockholders of

Sduthern Pacific company

The Plan of Remcorporatlon of Southern Pacxﬁc Com-
pany has been' consimmated and certificates of stock of
the Southern:Pacific. Company " (Kentucky) ‘are now ‘ex-
changeable for certificates of stock of the Southern Pacific
Company ‘(Delaware) on a-shatre for’ share basis, upon
surrender of certificates of stock of the former: Company
to  The First National Bank of the City of New York;

- Agent, 2 Wall-Street, New York 15, N. Y., together w1th,
--.a duly executed Letter of. Transmxttal and upon compli-
ance with the instructions in the Letter of Transmittal.-

Letters of Transmittal may be obtamed from the above
named Agent or from the undermgned :

. A. S1MPSON, Treasurer B

SOUTHERN PACIFIC COMPANY,

' 165 Broadway, New York 6, N.'Y,

J
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government securme; now "held
by banks makes’ it easyfor them
to shift ‘to- other assets that seem
more. attractive, S

+‘When banks sell  their govern- :
ment securities, in the absence of
any other buyer, the Federal Re~
serve is obliged to purchase them.
Otherwise, the government - se-
curities market would decline and
might collapse. This, would not
only greatly increase the cost. of
carrying . the :publi¢ - debt, but
would senously endanger our eh-
tire financial structure, in whieh
government now occuples such dn
important. place. " -

When the Federal Reserve Sys-
tem acquires additional. govern~
ment seciirities, new reserves are
created; these' reserves pass to
other banks and. ultimately. may
provide the basis for an expansign
in credit amounting to six to ten
times the reserves made ‘available.
This ability of the banking sys-
tem to bring about the creation of
new ‘reserves without borrowing
is a’'new  element in the credit
situation. With an active demand
for loans, it. can be a powerful
inflationary force, The Board has

‘long recognized this problem, dis~

cussed it fully in its'Annual Re-
ports to: Congress for. 1945 and
1946, and presented proposals for
its solutlon Most of you may be
familiar with the substance  of
these reports; time does .not per-
mit:a full discussion of them here.
Up to date little support has been
received for the Board's sugges-
tions, and nothing whatever has
been done to put the Board in.a
position where it could, restrain
inflationary .. expansion : by the
banking system.

Another potential for credxt ex-
pansion is the large flow of gold
that is now coming into this coun-
try.’ This inflow ' has . already
amounted to nearly $2 billions this
year. Since the middle of the year
total - loans ~and ‘investments of
commercial ‘banks have been ex-=
panding' at a rate equivalent:to
$10 billions a year. If this should
continue it would provide an in--
flationary force more than double
the anti-inflationary effect of the
prospective surplus in the Federal
budget” for = this . fiscal year, It
would equal the inflatiohary im-~
pact of the unprecedented surplus
of “exports’ over imports in this

‘country’s foreign trade during re~

cent .months, .Under: present cir~
cumstances, it -does not' appear
possible for the Federal Reserve
System to check- this ‘credit. ex~
pansion by selling government
securities ' "and ‘thus . absorbing
bank reserves. . 4

In summary, it may be said that
banks have been the beneficiaries
of wartime developments.” Their
assets  have - increased - tremen-
dously. and these assets are per~
haps more liquid and less subject
to deprecxatwn than at any pre-
vious time of . active  business.
Bank earnings have grown more
rapidly than expenses,” so that
profits are ‘relatively large, and
capital structures have been en-~
larged.- Finally, their large hold-
ings of . government - securities
make it possible for banks to shift

i readily to-any other more attrac- -

tive assets that may be availablé,
< Banks can also ‘suffer the con-

| sequences of ‘unpleasant economic
]developments, as they have ‘at
|| times in the past. Some of theée

most disastrous of : these develop~

‘| ments. have. occurred during my
| career as a banker and business-
|'man and. during ‘the careers -of
'Imost of you. Banks are most ser=
| iously: affected : when' they - have
| helped to: bring about the condi=-

tions by undue expansion of credit’

! followed by rapid liquidation,

" ‘Although” present - inflationary

| developments are largely the re-
| sult “of war finance; in  the past
| two- -years- expansion . of 'pnvate
| eredit has become a factor-of in-

creasing . "importance. . Conditions

| are favorable for a further sub-
| stantial :

expansion : of . private
credit that may c‘ontribute further
to excessive inflation and lead to
disastrous consequences. for :the
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. economy. .Such a . dévelopment

~weuld threatén 46 endanger: the
healthy positton - of - our; banking
system. .- .-/ e

. “What Can Supervisors Do?.

", "As 1 have indicated, the existing

‘genéral | ‘monetary:’ and . credit
powers of the Federal Reserve are
inadequate for preventing such a
development.  Nor can bank su-
pervision, in view of \its limited
scope! ' and 'of . the . inflationary
forces already generated, be -ex-
pected to prevent further infla-
stion. "We: ‘can, * however, 1:ider-
stand the -nature. of the problem
and use our influence to,‘discour-
- age banks from contribdting to it.

This would help.to-diminish re-|
--sulting -undesicable, effects -upon

- ‘banks. ‘What “specifically - can : be
done? - v i : a8
;" (1). Maintenance ‘of :a high: de-
gree 0f liquidity: should: be - en=
couraged;. banks ‘should be - dis-
couraged:  from - reducing ~their
large holdings of :government: se-
curities and.cash assets'in order to
acquire- ‘less : liquid ‘and = more
risky‘, assets, 7 AT S
-should - take* a
critical ~attitude : toward - any" ex-
~pansion of leans, unless they con-
tribute directly to increased pro-
duction”and movement of goods.

‘This.-attitude - should . apply

. particularly ‘to consumer credit,
real estate:loans based on inflated
values,: loans to ‘carry excessive
inventories, and any 'loans. for
speculative purposes. - :

-(3) ‘As ldng as banks maintain’
theirc present large holdings -of
cash and  government “securities;
most-.-of . them  are.' adequately
capitalized. Banks with low ratios
.of capital to risk assets, however,
-should -build up their .capital.- If
banks persist in increasing their
risk ‘assets, they should . be re-
“quired to enlarge their capital ac-
cordingly by retention of earnings,

If retained earnings are not suffi-

.icient, then additional stock should
be sold. s MR
1t is important for us to keep
in mind that future losses of banks
are-determined 'by. current ‘poli-
cies. While each individual loan of

a; bank may. appear sound taken

by -itself,  the practices. of banks

in -the: aggregate ‘may. contribute:
to generally unhealthy conditionsy|

In an unsound economy, banks.in
general cannot remain sound. Our
banks now appear to be in a posi-
tion’to' withstand the severe-eco-
‘ nomic . storm ‘that - is threatening:

+ This, is.not.the ‘time for -them to

stemove ‘their storm : shutters , or.
‘venture’ out.into- the gale, " ;"

+ Junius S, Mbrgan ‘Trustee

- Junius Spencer. Morgan, Vice-
‘1 President ‘and - director / of 'J. P,
‘Morgan.x&: Co.; .-Inc,, ~ has been
selected 'a: trustee 'of “Atlantic’ Mu=
{tual Insurance Company. and At-'
“lantic - Mutual . Indemnity  Com-'
“{pany, - aceording : to--William-* D.!
{Winter, Chairman of the board of

' tboth: Companies,” = ::

Mr. ‘Morgan: went : to . work for!

ithe banking firm of.J. P, Morgan
- 1& Co, in 1915, shortly after grad-,

{uation. from: Harvard- University;

“:and  in 1919 “became a partner.|

11,1940, when the firm' was_ in-
‘1corporated, he ‘was: elected : Vice-
. President and a director. . .. -
F - Mr, ‘Morgan entered the: United
' States.Navy'in. 1941.'and , during’
his last six months in-the Service
Iwas a Captain in the U.'S. Naval
 Reserve, attached‘to the: Office of
! Strategic' Services. - In- the - First
; Werld ‘War. he 'was a.Lieutenant
i on'destroyer patrol in the English
. Channel,’ e

‘New York Stock Exchange
Weekly Firm Changes .-

' The New York Stock Exchange

{ has announced the following firm'

changes: . e gmaenr

{ " Anderson:-Brothers - was . dis-

solved on Sept. 30. '
Strickland -& Widin was - dis-

:solved on Sept. 30,

CONSOLIDATIONS
NEW BRANCHES -
' NEW' OFFICERS, ‘ETC,
- REVISED o, ¥
CAPITALIZATIONS

| NEws ABOUT BANKS
| AND BANKERS

e " . ) 5 4
»The statement of the Chase Na-!
tional Bank for Sept. 30, 1947, was,
made public today (Oct. 2). The:
deposits- of .the bank on that date,
‘were $4,541,741,000 compared with'
$4,445,081,000 on' June 30, 1947,
and - $4,642,025,000 - on_Sept. ‘ 30,
1946, . :
Total resources on Sept. 30, 1947,
amounted to. $4,917,683,000 com-'
pared with $4,814,277,000. on June

-1 30,1947, ‘and '$5,010,436,000 a year

ago; cash in the bank’s vault.and
on deposit with:the Federal' Re-
serve . Bank . and | other ' .banks
amounted to, $1,193,069,000 ‘"com-
pared: with $1,113,745,000 :and $1,-
'117,907,000 :on  the ' respective:
dates; ', investments.: in  United
States Government' securities $2,-
138,600,000 compared with $2,168,-.
563,000 and - $2,388,788,000;" loans
and discounts $1,264,225.000 com-
pared with $1,203,007,000. on-June
30, /1947, "and $1,087,026,000 “on"
Sept. 30, 1946. ' Net earnings per
share: for first nine months  of
1947 were $1.85 as compared with.
$2.40 in the like period' of 1946.

CAPITAL FUNDS (000's Omitted)
. "Sept. 30, June 30, Sept. 30,
1947 1947
$111,000;
154,000
L 52,3174

Surplus 5
Undiv. profits. 53,835

Total-capital : j :

funds _-_.$318,835 . $317,317
«‘The National City Bank' of New
York -has.received approvai from
the :Comptroller: of the Currency
for the proposed ‘removal of- its
51st Street' Branch,: 9 West 51st
Street, -to. 640 Fifth ‘Avenue.- The
latter, a corner site at 51st Street
and Fifth Avenue, now 'occupied
by. the . Vanderbilt “mansion, will
become the home of the largest
‘banking quarters in the Rocke-
feller -Center .area. '~ Where the
Vanderbilt family once resided in
the ’80s ‘and ’90s,: National City
Bank . will. occupy: four . floors. of
the new business structure, mod-
-ern in every respect and’ architec-
turally in keeping with the design
and -decor ef Rockefeller Center:;
Following approval of leases. by
the boards of directors of the Na-
tional City Bank and. its affiliate,
City: Bank Farmers , Trust Com-~
pany,” it ‘was ‘announced that the
two "institutions ‘would :establish
branch facilities in the new build-
ing on-its ecompletion. Demolition:
of .the old Vanderbilt mansion bez
gan-Sept. 17, Built in '1881:by the
"late:. William : H. - Vanderbilt; . the
‘mansion . was ' the ‘last -of  seven
houses which the Vanderbilt fam-'
ily  once:: 'maintained' ‘on . Fifth
Avenue. The: new, business. struc
ture: will. be -built. by the Metro-
politan. Life :Insurance Co.; and
that part of the building not used
for banking quarters' will be" oc-
‘cupied * by... the ° Crowell-Collier
Publishing Co.™~ " . ot e

SE N T T e R 1 o
N: Baxter Jackson, Chairman of
the Chemical Bank & Trust Com-
pany of New York announced: on
Sept.. 25 ‘the - appointment ‘ of . W.
Donald Jordan as'Secretary of the
Bank ‘and -of Peter J. Brennan as
Assistant- Manager of the Foreign
Department.” Mr. Jordan, former-
ly-an: Assistant. Treasurer,: suc-
ceeds Steohen. L. Jenkinson, who
will retire as Secretary on,Oct. 1
after 47 years of service. Mr. Jor<
dan_ entered - the: employ of ‘ the
bank in 1930, becoming an' Assis-
tant Treasurer in 1945. He Has

/$312,102

‘|been:active in - tax: circles.and' is

a: member: of the' Tax * Executive
Institute ‘and~ the | Committee of
Banking, Institutions on Taxation,

‘Mr. Brennan . originally - entered

the Bank in 1932; during ,World
War II he spent four years in the

102} of . directors
:| Trust Company of New York at a

U. S. Navy, whére he attained the
rank of Lieutenant Commander.
Following his discharge from tl_le
Navy in 1946, he spent a year in
the :Argentine and will assist in
handling the Bank’s'business in
Latin America., i
* * * '

'E. Chester Gersten, President of
The Public National Bank and
Trust Co. of New York, announced
on Sept, 25 that Harold C. Fay,
formerly Assistant Trust Officer,
was - elected - a Vice-President.
Joseph J. Devine, of the Person-
nel Department, was ‘appointed
an Assistant Cashier. Mr. Gersten
also announced the election of two
directors as follows: ;
.~Rowland :R. McElvare, Senior
Vice-President  and ' Trustee of
The Bank. for Savings in the City
of New York,—the oldest mutual
saving 'banks in the state '— and
Mr. Edgar L. Rossin, Vice-Presi-
denand ‘ Director of the Miami
Copper  Company; he is also as-
sociated ‘with' several other min-
ing enterprises. ;

' LI J
-:Leroy A.: Van Bomel, President
of ‘National Dairy Products Cor-
poration, was elected to the board
of 'Manufacturers

recent meeting.  Mr.. Van Bomel
started his business career in 1909
with: what is now known as the
Sheffield Farms Company and was
elected to the Presidency of that
father, . the late Isaac "A. Van
Chairman of. the Executive Com=
mittee of National Dairy Products
Corporation since 1941.
S T e

.The  Board' of Trustees of
United States Trust Company of

Paul - Campbell = Assistant = Vice-
President: He formerly was As-
sistant Secretary.” The board also
named Russell "H. Minton 'Assis+
tant Secretary.: ;
= : R I :

- C.- W 'Green has been elected
Vice-President . and ' Director ‘of
Public Relations. of ' The Franklin
Square National Bank of Frank-
lin Square, Long Island, it was an-
nounced on Sept. 26. by Arthur T,
Roth, President, In his announce-
ment Mr, Roth said, “Mr. Green
in ‘returning to our bank 'where
he formerly served as Director of
Public Relations will be in charge
of all advertising, public relations
and: -business: development pro-
grams for the bank.” Since Feb-
ruary, 1946, Mr. Green has served,
as Director of the Public Relations
Council of the American Bankers’,
Association with headquarters in

on leave from the bank for 2 years

.:]as:New.York State Regional Man-

nomic Development,

~Roy F.'Gammon, Vice-President
and, Director.of the_ Peoples Na-.
tional Bank of Farmington, Maine
died on.Sept."20. Mr. Gammon,
who was 67 years of age, was also

ager "of ‘the Committee for Eco-'

son Furniture Company of Boston,
% £ *

At the recent election of offi-
cers of the Savings Banks Associ-

ation of Connecticut, at  Man-
chester, Vt, Carl V. Freese, Presi-
dept of ' the Connecticut Savings
Bank Of.New Haven, was elected
;p'.thq Presidency of the associa-
tion, Harold P. Splain, President
of the Savings Bank of Danbury
was ‘elected Vice-President, it is

learned from' the Hartford “Daily
Courant,” o

company in 1928, succeeding his |-

Bomel. He has been President and | "

| Cents ($1.5¢) per - share,
1] 139,

New - York on Sept. 25 appointed |of o

New, York.: Prior to that he was/|

formerly Treasurer of the Atkin-|:

ibility of current sterling transac-
tions as originally required under
the Anglo-American, loan agree-
ment. However, with the suspen-
sion of ‘convertibility, it looks as
though this thought will not' be-

‘| come a fact for some time.

The International Monetary
Fund was also supposed to be.a|
medium through which the - free
‘convertibility of currencies would
be made more easily possible.
Due to the many unforeseen po-
litical  difficulties which have
arisen since the end of World
War II and the innumerable eco-
nomic dislocations which have oc-
curred, to the surprise of almost
every one, the full functioning of
the Fund has been materially re-
tarded, and whatever its benefits
may be'in the future will prob-
ably not' be. apparent for some
time. '

became accustomed to buy every-
thing abroad eon a United States
dollar basis, in some cases mnot
wishing -to be bothered with the
thought of following foreign cur-
rency -quotations. In other cases,
the foreign sellers  insist - upon
‘quoting in dollars as this methed
might provide a profit medium in
the event of devaluation of their
own currency. Y

This" procedure "has satisfied
most -American importers- and
probably < will continue to satisfy
them during a period. of stable or
rising prices for imported mate-
rials, but the day may again come
when you will be obliged to again
become - students: of the: foreign
exchange markets. i
 The economic condition prevail-
ing ' in. ‘many ' countries of  the

- The Befuddled Foreign Exchange Situaticn

(Continued from page 4)

world today make it quite evident
that the currency of some coun-
tries is overvalued and at some
future time adjustments must be
made. When these adjustments
are made, the importer who has
bought ‘on a foreign currency
basis ‘and provided himself with
a hedge against devaluation will
be the one who -has protected
himself against loss and can quote
the most attractive selling prices .
to his customers. . i
While at present I' do not have

any reason to believe that any
devaluations are imminent, yet in
the rapidly changing world pic-
ture which we are witnessing to-
day, the unforeseen today may be

all too apparent tomorrow.
Therefore, I .think it well to

keep this phase of -international

business constantly: in. mind,

During the war most importers|

DIVIDEND NOTICES

JOHN MORRELL & CO.’

DIVIDEND NO. 78 -
A dividend ‘of - Thirty-
Seven ‘and - One-Half
Cents (80.375) per’
share ‘on. the capital

7 - stock of John Morrell
& Co. will be paid Oct. .30, 1947, to
stockholders of record Oct. 11, 1947, as
shown on the books of the Company,
George A. Morrell, Vice Pres. & Treas,
Ottumwa, Towa

Morrell

(
\
\‘.

THE SUPERHEATER COMPANY
Dividend No. 171

AL AL ]
LRCRE Y
*

A quarterly dividend of twenty-five cents (25¢)
per share on all the outstunding stock of the
Oompany has been deciared payable Ostober 15,
1047 to stockholders of record at the close of
business October: 3, 1947.

5 M. SCHILLER,. Treasurer,

DIVIDEND NOTICES

THE ATCHISON, TOPEKA AND .

SANTA FE RAILWAY COMPANY
New York, N, Y., September 25, 1947,
Board ' of Directors has this day de-
dividend of One Dollar and Fift,
being Dividend No.
on the Common Capital Stock of this
Company, payabhle December 1, 1947, to holders
of said Common Capital ' Stock ' registered on
the books of ‘the Company at close of businest
October - 31; 1947, . .. |
Dividend

» e
clared a

mmon Capital Stock
suitable orders therefor at this office. :
A Assigtant Treasurer,

checks will be mailed to holders |
who have . filed |

| PACIFIC GAS AND ELECTRIC CO,

DIVIDEND NOTICE
Common Stock Dividend No. 127,
““The Boﬁd of Directors on Sepm;nber l(),

1947 declared a cash dividend for the
third quarter of the year of 50¢ per share
upon the. Company’s Common Capital
Stock. This dividend will he .paid by

check ori Qttober-15, to: common' shares
huldczr: of record at the close of business

. C.. WILSON,
- 120 Broadway, New York 5, N, Y.

I

TN

 CONSOLIDATED .,
“*.. NATURAL GAS

COMPANY
30:'Rockefeller Plaza
New. York 20, N. Y.

DiviDEND No, 8

HE BOARD OF DIRECTORS
has this day declared ‘a regular
; semi-annual . cash ' dividend ~of
One Dollar ($1.00) per, share
on the capital stock of the Com-
pany, payable on November 17,
.-1947; to stockholders of record :
at the close of business October
15, 1947, . ¢
i E. E. DUVALL, Secretary
September 25, 1947 s

R

‘ Séphmb&

Dividend
‘ 29, 1947

Notice
BURLINGTON |

- MILLS CORPORATION: |

The Board ‘of Directors of this Corporation
has - declared the . following regular and
extra dividends: - y
. A% CUMULATIVE PREFERRED $./0CK
- s $1 per share L

7 3%% CUMULATIVE PREFERRED STOCK
. 7 Y2 .ents per share

3% % CONVERTIBLE SECONh
PREFERRED STOCK
87Ya cents per share

COMMON STOCK ($1 par value)
(43rd Consecutive Dividend)
25 cents per share

COMMON STOCK (exira dividend)
25 cenls per share

Each - dividend is payabie December 1,
1947, to Stockholders of record ot the close
of business November 4, 1947.

STEPHEN L UPSON, S

|

on ‘Sep 29, 1947. The Transfer
Books will not be closed. :

i E. J. Beckerry Treasurer
San Francisco, California

DISTILLERS

PRODUCTS
CORPORATION

The Board of Directors has de-
+ clared a quarterly dividend of
50c per share on the outstanding
Common Stock, payable on No-
vember 1, 1947, to stockholders
of record on October 11, 1947,
The transfer books will not close.
THOS. A, CLARK
September 25, 1947, .. Treasurer .«

: , yogn
"MANHATTAN
BOND FUND, inc.

. The Board of Directors of Manhattan ..
Bond Fund, Inc. has declared Ordi-
nary Distribution No. 37 of 9 ‘cents
per share from regular investment
Income and an Extraordinary Distrie
bution of 5 cents per share from real-
ized security profits payable Oct,
15, 1947 to holders of record as of
the close of business Oct, 4, 1947,

48 WALL STREET, NEW YORK 5, N. Y,

igitized for FRASER
tp://fraser.stlouisfed.org/
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Behind-the-Scene Interpretations
. - from the Nation’s Clpxhl

- There is too much of the lullaby to
It implies that sometime

shall Plan,

“sometime” will be after the various
Congress have threshed it around.

'l‘heoretwally after the “plan”
has been approved by Congress,

_ industry and business will know
" what’s ahead in the foreign aid
. picture for four  years.
- business can reasonably guage '
the variegated effects of -the |
. program_-in planning its own

Then

production, distribution, plant

expansion—in fact all busmes:

-~ policy.

L] £

. There  will come NO. Monday
| morning
i when,. the “plan” being approved

sometime - next

by Congress, business . can , then

And You

Administration committees and

the word “plan” of the Mar-i
there will be a plan. . That

year

is that.there is the other guy to
contend with. The other guy

isn’t. interested in:letting you

win. -+ Quite -the opposxte -One
can lay it on the line that .the

other guy in this case will not
be an objective - spectator. He .

will do all _he can to counter
U. S. moves. And like any party

of the second part in a scrap, he |

may be expected to lead with a
few haymakers of his own. ;
k3 3 # 3

One cannot ‘guess S0 far ahead
what the other: guy will do:in: the
instant case. But let’s imagine that

tainty of growth,. possibly -con-
traction, but surely with the pros-
pect of frequent change in em-

phasis and dlrectmn of forelgn

aid.

w

# " #

The Administration, they note,
consistently refused to ac-
knowledge the prospect for in-
.creased revenues . during the
.latter stages of the late tax bill.
Then Congress went home.. Sub-
. sequently, Mr. Truman' boosted
revenue estimates $4 billion. He
is still too low, they assert, The
surplus for the present .year
now looks te them more like
$8 billions. All in all, prospects
are that foreign aid can be car-

ried.forward and _still leave a:l. .

surplus, they believe.
’Ir £ d

Personal income tax reductlon !

will get the promised early go.

"‘This means that overall revenue. |

‘revision will have to stand in

line—get considered afterward. .
Experts for the Congress have .

been studying possible business

tax relief— redouble taxation of -

corporation . income, . deprecia-
tion ', allowances,

things. A revenue, revision bill

a.score ' of. '

“We Are Wasteful, but They -e-

“Without further acnon,‘we would be able to carry
through a large export program; but, as a result of -
sharply reduced corn production and contmued high

domestic demand. for grain, ex-

-ports. would not equal last year’s
- total :shipments — even though

‘world ‘heeds are greater. -

“The United States cannot rest
on this export prospect. To ship
more abroad 'without adjust-
ments in domestic demand, how-
ever, would aggravate our own
price 51tuat10n

e FEE 2T
, “There is one 1mmed1ate and
.. personal thing each; of us can do.
_ We can start now ‘to conserve by
.- being more selective in foods we -
buy, partlcularly livestock products whose produc-
tion requires large  quantities of grain. -Such- action

‘on our part will do-two things.. We will save on our
_family budget and we will help others.-who are in-.
. .desperate needs. I.am confident that.the: Amerlcan
_'people, realizing the extreme seriousness of the sxt-

pAY .President_. Truman

;welax .and say, “Now we know
what’s ahead 1n thxs ﬁeld any-
way ”

he pulls a three weeks - general
strike in  France. . The : resulls
would create incalculable 'mis-
chief. They probably would knock
the -~ Marshall ' “plan” " lopsided:
They: might force the disbursing
of billions_for' currency: stabiliza-

will not hit the Congressional

stage, however, until about the | uatlon will coeperate fully

middle of the play. This prob-’ 3 “-‘"' mat i —PRESIDENT TRUMAN
ably will be too.late. Politics g
in a - national election year al-
most guarantees an early ad- |-
journment

e # Ll

} And -why? Because, the wise |
boys here point out, the Mar-
shall “plan”.is the beginning of .
warfare, It is economic war-!

We. are a' wasteful people, wasteful “as regards
- foods: as:well ‘as many: other things. It would be.
- well if we did what we can to correet the situatlon.

" fare; So far the U. 8. has at-.
" tempted _ to -contain Russia’ by

*diplomatic warfare.” It hasn’t
worked." Tlus is why top offi-
cials have come’ out for eco-,
nomic warfare. They hope eco-,

f nomic war will be enough. But

economlc war it is.
Ed B t

designed to avoid military war.

‘There is one sharp difference to
mnote. in resurrecting - the history
of lend-lease. Officials currently
have much less of ‘the tongue-in-
cheek attitude  in' thinking: eco-
-mnomic warfare alone will win—

this time.
5

'The trouble with any fight

: Any kind of a’ war even an
“economic war, is'an uincertain and
developmg thlng Remember -the
*first lend-lease program? It was

tion. At least “they could: knock W

the most careful export schedule
cock—eyed |5 s
LI £3
Thus the Marshall “plan" is:
like Staff Plan No. 1 in a'pro-
jected military operation. Even
while the logistics of the pro-
jected operation -are being . or-
‘ganized ‘and troops ‘moved
about, in comes new intelli-
gence. . Or: the enemy makes
some new  move. Inevitably
Staff Plan No. 2, an alteration
of No. 1, comes into being. Staff
planning for military warfare
is subject to constant change.
There is no reason why eco-
nomic warfare should be differ-

ent. i

So it behooves an industrial or
business  organization to learn’to
live “with the - additional uncer-
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So ‘the prospects do, not now |

look: good for business tax relief
in 1948,
¥ & 0%k

There is only one valid reason
seen’ by politicos- for any . early

special sessxon—-stop gap ald to “

Europe 2
T T ;

Actually the Marshall “plan”‘
will not be dressed up for pres-
entation to Congress . before
Nov, 1. That is the earliest. Even -

then the presentation will be
only preliminary. The earliest
the Harriman committee can
translate the “plan” into loco-
vmotwes, railroad 'cars, steel
‘shapes, oil refinery, bulldozers,
etc., is Nov. 1. And that date
may not be met. So far the Mar-
shall “plan’” is mainly an idea
and a set of figures in dollars.
# * @

What is rated here as'a better
bet is the possibility of a “spe--
cial session” which in effect will
be an advance of the regular
session from January to seme
date in December. Even if the

. Administration is ready to give
forth by Nov. 1, it will take

Congressional ‘committees
another month to hold hearings,
draft legislation. Dec. 1 is about
the earliest the whole Congress
could act. ¥ ;

I * *

Watch for-.these 1terns to be
disputed : re:the consideration of
foreign aid: (1) How 'shall it be
administered; by a sort of. “lend~
lease” administration, by various
existing Federal agencies dividing
up the responsibility? (2) What
form will the financing take?
Loans? With -or without strings?

‘| Executive agreements within de-

fined limits? Both -~ like includ-
ing an  increase ' in. the  British
loan?. (3) How much rope will
Europeans. get to sell  finished
products. manufactured  with
donated U, S.:materials?

We shou]d all do more and doso much more read-
ily, or so we think, if it were clearer that all those -
now. crying for help were :doing all they could to
meet their own needs. L

It wm be av-long-' time before
the: Treasury” 'starts thinking '
. about selling ‘a long-term issue

the nen-markets “ire -on- sale,
they push back to some indefi-
nite time next year the possibil-
ity of speculating on prospects
for a market issue, except, of
course for refinancing. The sale
of the non-markets will be re-
opened from time to time. The
subscription basis probably will
be changed with the next sale,
# * #

One :percent is about the best
one will be able to get on one-
year government money for some
time.-

ol e

Railroads will get their emer- .

geney 109 rate boost. But they
will get it at the cost of most
deliberate consideration of their
pending request for an average
hike of 27%. The latter is not
expected to be acted upon this
year. It may be well into 1948
before the Interstate Commerce
Commission acts.

* oW W

Republican leaders are having
almost as ‘much luck drumming
up an interest in revision of the
farm laws as doctors have getting
most people to have medical ex-
aminations when they are well.
The-committee hopes to re-draft

farm aid laws to place less em-
phasis upon support of the cash
crops and more upori encouraging
“nutrltwus” products ‘Its idea also
is to reéduce the level of govern-
ment subsidy, and intervention. It

is hoped to do this while farmers
are prosperous. If they wait until

of marketable: bonds, Now that |

farm prices some day -come down,.
then-all the heat will be in favor
of subsidiés "and supports, . But
most - members- refuse 'to ‘wbrry
about the farm' problem — until

 there is again a farm problem,"

# % * g
. Right now the Administration
“hollers for higher margins on' '
grains sold on the commodity
exchanges, They .can’t get
higher margins without Con-
gressional consent, Higher mar-~
gins to restrain rising prices are
of little interest to farm section
Congressmen. = If a market col-
lapses then, of course, it is a
“pad” market and almeost any

political - economic punishment:
goes.
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