ESTABLISHED 1839

. Reg, U. S, Pat, Office D !

-5 New York; N. Y.; Thursday, December 25, 1947 |-/

S5 ;Volume 166 - Number 4658 = « = .~

¥ i

o | lThei__l‘_irfstaSure:Step

- The First Sure Step | Holds Western Europe Forges Own International Trade and Economic
- to Dictatorship e »
By PHILIP HARDING JORDAN

LR L i e e
~Economic Chains.
Mr. Jordan points out concentra- |

~ Reconstruction -
% 4 b |+~ William"Chamberlain; former utility- executive and attorney. writes . S el .. By JAMES: D. MOONEY o

| tion and regimentation of youth | Califotata: Congrik e nif pidspel'tl'zy_ih’ Wes tern‘Europe.iz,d esired - |- President and ‘Chairman of Board, Willys-Overland Motors, Inc, !
.| in camps is a health menace and |- (o= L .Communism, measires must:be -taken in:advance to - | Contending -unsound -foreign loan policies and: trade - restrictions | .
- | contends by making a military - . restore” sound -money there. Otherwise; .he holds ‘aid to Western = | ¢an lead to another smash, Mr. Mooney recommends-aid to assist '
 -career more aftractive, a—satis- | Europe will-constitute only a wasteful ‘gesture-and will delay rather * | in-the.restoration of convertible currencies and help for countries
fact.oq peacetime army can “be than help recovery.  Cites illustration of conditions: resulting from' creating. a proper economic: climate for- foreign capital. i

- achieved. Holds peacetime com- | unsound French fiscal policies: . ' To-haye a balanced economy ‘and keep production and employ-
pulsory service leads to dictator- . ment at high levels a balance .of foreign payments must be brought

ship Mr., William - Chamberlain of = Saratoga, Calif.,  formerly Presi- : '

I about by economic processes in free markets: ]
dent of -the United Light & Power Company,  who' has commented At present the United States'is embarrassingly prosperous. It is
Not many weeks from now ‘the . on several oc- ® : ) ,
Truman Admin’stration w.ll en-|-

A s . »w e 1l known
casions in' :
‘deavor to get the Ccngress.of the EDITORIAL

that  products
luese Dages on : . = !
‘United States' to decide whether !

are produced
current eco-
or not our
“Money Supply” and “Purchasing Power”

2 € to ‘be sold. A
p nomic and small- surplus
country - will .monhetary
take -the first
From a letter recently received from a valued subscriber
weitake the following: ) : ; '

that cannot be
problems, has sold depresses
sure. -sten. to furnished ' the prices wholly
dictatorship, “Chronicle” out of propor-
They will . do with . the . fol- tion = to ‘that -
; this by trying lowing letter surplus. In
to . get. Con- addressed by ¢ ‘ y
gress to vote +-“In-your issue of'Dec. 4,”* # # in an article'quoting re=
marks made at a stockholders’ meeting of the Bank of Man-
hattan Company, I note a statement, that ‘history demon=
strates all too clearly that there is no way to stem the tide
of rising prices ‘except by increasing the supply of goods and
services available.for purchase and by halting the expansion

--Price 30 Cents a Copj}

Cha

normal . times
0 him ‘under we''have'vast
upcn - a “ bill, . date of Dec: 2, surpluses  to
which,. should 1947 to Rep- export,  These
it 'blelgcm}le law, resentative rurpluses: are
will force i e J0 7 Ander- . ! '

every boy of William Chamberlain '\ =% &%~ 1 :azégeprl;guc(g james D. Mooney
"f,fgitff’;rf? ebg fornia con- in the supply. of money and credit. : ‘

“Coming from so high a source of banking knowledge,

this has me considerably confused. If I see an opportunity to

expand my business, thus increasing the supply of goods and

services, I apply for credit at the bank, and if the bank thinks

the proposition; ig. sound- and ‘extends the credit, the supply

".of credit is being: expanded. Thus ‘increasing the supply .of:

7 1 as wheat, cot~
cerning a program of aid to the| ton, machinery, textiles and proc-
for one year|countr.es of ‘Western muropei—/| -
of his life
. goods and services’ and ‘halting the expansion in the supply:
-, of money: and credit’ seem to be mutually exclusive:

My dear Congre essed foeds, ]
Q r Co: ssman: ; b4
: under a com-| .In. June I .wrote' you -ealling In turn, we import large quan
pulsory military training program. :
“Putting it the other way around, if the bank. halts the
' expansion of credit, then the supply of goods and services

attention to the pegged prices re-| - tities of necessary. materials such
This' bill is' recommended: for
does not seem able to increase.

h oA ! tals, = fertilizers and food
guired by ‘order of the Stabiliza+ | 8- Inelas;. . A6 ,
‘ passage .under the guise that it|tion Fund to be:observed in ex: products,. including- tea, . coffee;
will improve the health of Ameri-
“Ordinarily, I would simply take the Manhattan Bank’s.
(Continued on page 30) ¥

Philip H, Jordan

changing foreign’ currencies into and trqpi(_:al fruits.‘ For :most ot"
can youth. It is true that more|U. Sg dgollars, gan order ~entered |’ the period Petween the two world
can be done for the physical |upon demand of the governments (Continued on page-26)
(Continued on page 35) of Western Europe; I 'used the i
T | pegged price of the French franc
as illustrating = the ' insuperable
barrier interposed by these pegged
(Continued on page 28)
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lation of the Marshall Plan,

in  for  ma-
terial changes.

The lessen-
ing in effect
and. -impor-
tance of this
p.rrefie.r=
enc e system
marks a new
period in
interna-
tional trade
relations and,
therefore, has
greater signif-
icance . than
would appear
possible at
first glance.
Very few people are acquaintg:d
with the details of the imperial
preference system—why it came
into existence—what effect it has
had ‘during the past 15 years—
and just how its removal will help
international relations. ‘It is of

Hon. Jacob K, Javits

|the ‘utmost importance that every-
| body, and business people in par-

ticular, know a little more about
British imperial trade policy.

ence system in Ottawa in 1933,
recent agreement for modification
ing system

preference system which has been in exis

TIBritish Imperial Preferéhce.',andi the Mdt's'lif.&ll""'!,’.l‘éli‘,

21st. Congressional District, New York .
Member House Foreign 'Affairs Cqmmittee

Col. Javits traces historical events leading up to Britain’s adoption’ of “British:.imperial trade prefer-

which he maintains was justified in’ circumstances.  Hails: Britain’s

have

by cutting tariffs 25% as laying groundwork for multilateral trad-

j indispensable for Marshall' Plan’s success.

The recent talks in Geneva on the International Trade Organization and the formu-
brought to public attention the British imperial trade
tence since 1933 and which now seems’ to be

Britain’s' Pre-1933 Policy

Until 1933, the British had fol-
lowed a policy of leaving trade to
nature—in other words, they were
the foremost exponents of a' free
trade policy. 'This is very under-
standable,- since  the British ‘are
extremely dependent -not only
upon their exports - (which have
been emphasized today because of
financial reasons), but on imports,
since the British Isles cannot sup-
port . the ‘British population, and
food, raw materials, and manu-
factured items must be brought
in even to just sustain life. Thus,
being dependent upon trade with
all the countries of the world, the

they benefit to any great extent,

stances, from tying themselves
down with any one or even a
number-of countries, in exchange
trade = relationships. By 1930,
however, Britain’s trading posi-
tion became ‘very difficult as-a

result of the ‘restrictive  tariffs

that had been established in most./ -

British- had no desire, nor-could

except under unusual circum-.

other countries in the world, and
her own increasingly high pro-
duction costs. In order to protect
, herself, Great Britain reluctantly
took. action to give trade prefer-
ence to her Dominions to get pref-
erencess- from them and to raise
tariffs ‘generally. - By 1930 the
world depression. bursting on the
| USA in 1929-1931 and spreading
rapidly throughout the world, hau
had a'disastrous‘effect on British
export  trade, Tariffs in many
countries were being increased
drastically (the U..S. passed the
Smoot-Hawley  Tariff in 1930)
‘and in ‘many countries, import
.and-’exchange restrictions were’
being imposed. ' These countries’
could trade : with Great ' Britain
~without 'any change, but Britain:
on_the other hand, could not ‘use:
any ‘government influence to' se-
cure return markets for her mer-
chandise so essential if 'she were’
to maintain ‘her life-giving im-
ports.- And  so, what. has now
.come to be known as-the British
imperial trade preference system

/(Continued on page 34)
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is . composed
of « Leon  H.
K eyserling,
Vice - Chair-
man, and Dr.
John D.Clark.
The bulk of
the report is
devoted to the
Council’s
rganization
and its work
program,.
andthe mean-
ing of “maxi-
mum” produc-
duction to-
gether  with
the means” of
attaining it. However, in isolated
sections of the report, there are
references to the present  eco-
nomic outlook  and the '‘means
of stabilizing ' the national- econ-
omy. . Although  foreseeing no
immediate - prospect of ‘a down-
ward move in the present high
rate of ' economic -activity, . the
report implies that present “maxi-
mum”. production, which is main-
tained by temporary and artificial

Edwin G. Nourse

| props such- as military purchases
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Seces Prosperity Not Certain !
= i " : : ; LR
Without Price Competition
President’s Council of Economic' Advisers, cites artificial postwar stimuli as cause of -present high
economic activity, and holds future ‘stability may be threatened by removal of temporary economic -

props. Reiterates government role in economic planning and décries increase of hours in standard work
week, Stresses importance: of attaining

On Dec. 22, the three-man Preside
Edwin G. Nourse ‘and set up under t _
Annual Report to the President. In addition to its Chairman, Dr. Nourse,

“real price competition.”

nt’s Council of Economic Advisers, headed by Dr.
he Employment Act of 1946, released its Second

the Committee

;and foreign aid expenditures, i.s
improperly: balanced and ' until
this/ “imbalance” is rectified by @

“return to “real price competition,”
| no permanent, prosperity is as-

sured. ; ;

The sections’ of the report deal-
ing. with these questions follow:

In progressive and democratic
countries like the United States,
growth in productive power has
been accompanied: by—and, in
fact, has been largely dependent
on—the passing on of more goods
to more people. This has been
achieved through a double process
of ‘enlarging mass incomes: and

|lowering prices of mass-produced

goods. The challenge that is pre-
sented to us now'is to recognize
the full ‘meastre of our produc-
tivity, which was seen only in
rather distorted terms during the
war .and was sadly obscured dur-
ing. the depression that precegigd.
If we are to achieve and stabilize
maximum . production according

we must in future ‘have much
higher consumption in all - the

-}

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

‘Brown Co.
Noranda Mines

Canadian Securities Department 3

United Kingdom Funding So. African Securities
3 British Securities Department

GoopBoODY & Co.

Members N. Y. Stock Exchange and Other Principal Exchanges

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

to any reasonable interpretation
of America’s capacity to produce;

lower and middle ranks. ' The
small- number of the well-to-do
will not be able to absorb the pcs=
3'ble output ¢f: corsumers’ goods:
Nor ' can: ‘they go: cn . indefnitely
accumulating - ownership: of  the
surplus above. their: consumption
needs and ‘investing it in ever-
enlarging plant for future expan-
sion of goods for some restricted
part of the population. ' The en-
larging production ofan :indus-
trially ~efficient nation must gc
increasingly to filling in the con-
sumption deficiencies of the ersf-
while ffoor. - Their labor has in
fact become  highly productive
under the well-equipped anc
efficiently ~organized - economir
system of today, and if this grea’
productivity. is not  reflected ir
their patterns of consumption, the
system itself will become clogged
and  fail <to: maintain maximum
productivity. N ;

It is no answer to say that this
increased productivity of the rank
and file worker should . not' be
used  to'raise his real income: be-
cause he has done mothing to

" '(Continued on page 39)
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remain free
should now be
our goal.

We cannot
succeed unless
that power
and  self-suf-

is: still ours
remains  un-
impaired.  We
won : the war
but: find our-
. selves. faced
with Hitler’s
“in fact” suc-
cessor, What
is the power
that-won the war, that will ‘win
the peace, that w111 save the dis-
mtegrauon of the still retaining
bastions of European freedom and
consequently of the world?

Belief in the faith of American
democracy and our destiny alone
is not enough: -The shibboleths of
political objectives alone only con-
- fuse our onset, and blunt and dis-
perse our forces. To conserve and
direct our power effectively we
must identify accurately its part
in our forthcoming strategy. Ex-
ports, ' ‘gold, freedom,  miilitary
power and food are mere tempo-
rary palliatives in a larger scheme
of master power which we possess
in peace and in war.

. Theodore Prince

Production
.. Production - is* the secret of
America’s power and alone can be
the base on which countries still
¥ree.‘can remain so. It is meet

. Ithat the far-flung economic conse-
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. jquences: of -production: should be

wentified and emphasized. - For
this ig fittingly the inheritance of

: [ the, people of the United States’

whe only a few hundred years ago’
won  the stubborn terrain by

“..| sturdy self-discipline, bold adven-
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ture, -and sterling sacrifice. By
toil and ingenuity. they built and
fashioned our countless products,
devised machinery, developed
power’ and resources. That real
wealth gave value.to money and
gold, which are but symbols and
means of exchange.

The great well of production
distributes the fruits of life to all.
A good political system should
protect this production and  dis-
tribution. In America, wages and
salaries now comprise approxi-
mately 68% of the entire national
income, or $135 billion out of $200

*Mr. Prince is an economist; in-
vestment counsel and lawyer spe-
cializing
snd taxes, and a financial circle
figure for 30 years. and was for
20 years head of the Stock Ex-
change firm which bore his name.
—Editor.

“ficiency -that|.

in corporate practices’

| Adolescent Amenca—
'-‘Awake and Challenge! -

. By THEODORE PRINCE, L. L, M.*

Avserhng U.S. is an island of self-sufficiency surrounded by ocean
i of need-and impotency, Mr. Prince maintains, unless we awake and - |
challenge ‘Soviet ‘efforts to dominate world, we will bé confronted
by medleval despohsm. Says cost of re-estabhshmg a free world
I is well within our means.
7 - The world around us is in the throes of economic, social and
pohtlcal frustration and confusion. We" are an island of self-suffi-
ciency and power ‘surrounded by an ocean of need and impetency.

To bring economic coherency and political stability to those nations
tuat seek tow~

billion. That requires a high de-
gree of efficiency and industrial
“savior-faire” ‘in order to main-
tain a sufficient return for those
who provide the capital to make
possible these large sums paid to
labor.

Communism,  Socialism  and
other attempted political cures for
the economic ills of ‘society all
stem from unbalanced and de-
crepit production.

The destruction by the last war
of 'so much physical and indus-
trial structure and profitable pro-
duction reduced large numbers of
people abroad to penury, and thus
makes a revival to successful pro-
duction ' difficult.  England ‘ suf-
fered with others but her chief
dlfficulty was the rundown of her
economic and industrial plant, Dbest
exemplified in the coal mines,
which permitted the costs to rise
owing to the failure to install ef-
ficient modern machinery.

Comparative cost of production
is the crux of efficient production
and even national supremacy. For
coal is the source of England’s
power 'in production -and trade,
Last year, it took 700,000 miners
to produce 190 million tons of coal
in England, agam;t 530 -million
tons produced in America by only
500,000 miners.
in* England’s = productioy " would
leave 15 to 20 million tons for ex-
port, after filling domestic ' de-
mands; which" would give the
needed exchange to buy extra
machines to increase production,
Again, a plan for an increased
production of 67% in the much
prized English cloth fell through
because lahor was opposed to the
reduction from 10 to 5 men in a
particular operation. ;

. This brings the reason of Eu-
rope’s plight into clarity, A na-
tion can have a prosperous econ-
omy only through balanced prof-
itable = production. - Productivity
alone allows for the interchange
of products’ through money, to
which it gives a balanced value.
Money printed by government
edict' in endless continuity be-
comes worthless as an exchange
medium,

Consider the comparative work
required in other products and in
other countries; which makes liv-
ing costs high and wages low
since the. worker can only receive
back the value he adds to the
product. + The average American
factory worker can buy a pair of
work shoes with the wages of 31%
hours of work, whereas the Eng-
lish worker has to labor 9 hours,
and in Italy 24 hours. In the
United States it takes one work-
hour to make a cotton shirt, It
takes 4 hours in Great Britain and

(Continued on page.38)
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Scientific Basis of Internal Stock Market Analysis
o TRy NICHOLAS MOLODOVSKY of White Weld & Co., and’ < =+~
: ' JOSEPH MINDELL of Marcus & Co.

* Authors ‘maintain ‘some serious misconceptions underlie current criticisms of “internal” market analy-
“sis; specifically dissecting recent writings of Graham and Dodd, an_d May. .Asserling‘thi_s approach
rests on sound scientific basis, and pointing out limitations of alternative approaches, conclude difficul-
ties' of investment  analysis are so great, no sound methods for serving investors should be ignored.

A large and. influential group of persons in the financial community deny the possi-
bility that evidence of practical value for investment decisions can be derived from a study
-of the internal conditions of the stock market. They claim: that there is no scientific justifi-

cation for the approach, and that
their own methods enjoy a supe-
rior scientific. status. .7

In the’recent past these criti-
cisms have taken on the character
of an assault;.so it -might be well

e s
31

Mr. May refers to the fluctua-
tions .of .stock -prices as a chance
series which he likens to a series
derived from tossed coins, dice, or
roulette turns (“Commercial & Fi-
nancial Chronicle,” Oct. 9, 1947).
These critics, since they see stock
prices as a result of pure chance,
naturally assume that research
into / the . internal - structure  of
stock price movements is doomed
to be fruitless, and is, therefore,

J | unworthy of serious attention. If

stock prices were a pure chance

| series, all traditional investment

approaches,  including the  value
type, would  have -to be' aban-
doned. :

But tossed coins, dice, and rou-

lette -turns: represent ‘successive

.‘Joseph Mindell ' ~Nicholas Molodovsky
to marshal the relevant facts, and
fo ‘examine ' ‘several ' important
questions  that are raised by the
attack: .

- (1) What is the validity of this
attack?

(2) . Do the alternative. ap-
proaches in fact enjoy a superior
scientific status? :

" +%(3) Is there a scientific justifi-
cation for the Internal Evidence
approach? :
: Because the strongest and clear-
est expression of the usual criti-
cism has been given in: Graham
& Dodd’s “Security Analysis,” and
in A. Wilfred May’s articles in
“The : Commercial & Financial
Chronicl2” for Oct. 9 and Oct. 16,
1947, it will be convenient to re-
fer to them. :

i i |

|- Some Basic Misconceptions
! “What is the validity of these at-
tacks?

i Underlying the main criticisms
of the methods used by. the ana-
lysts ‘of ‘the: market’s internal
structure are -several miscgncep-
tions ' about ‘the 'mature of  the
phenomena that are being studied,
and the ‘everyday procedures of
the sciences, .

2 €a) The misconception that’ the
stock price series is . a chance
series,

i Mr. May’s views on this artizle
gre ‘to be found in his' column,
¢Observations” on p. 5 of this issue’
—EDITOR. ) : i

independent events where ' the
probability of an event is inde-
pendent ‘of the preceding events.
Records of past tosses, roulette

|turns, etc., cannot, therefore, serve

as guides to future events, and
such study is indeed useless.

This reminds one of the authors
of that client’s secretary who used
to phone. him after:each market
close 'to inquire what the daily
“numbers” 'were.  Stock prices,
however, ‘are not ‘“numbers”
passed around after each turn’of
a lottery wheel, They are not a]
pure chance series.
error in this respect has al-
ready been indicated by Nikita
D. Roodkowsky in "a letter pub-
lished in the “Chronicle” of Qct.
23, 1947,  This error is of fun=
damental = importance and has
far-flung ‘repercussions. Stock
prices constitute 'a time series of
dependent ' events revealing - in-

‘| ternal causal relations which pro-

duce’ persistent trends of ' prices.
Stock prices are formed by a de-
mand for and supply of shares.
Demand: and supply are in turn
based-on human decisions, which
themselves ' rest': on= pef‘éistent,'
though' ‘variegated factors.  Ob-
serve the underlying trends of
bull and bear markets which per-
sist for years at a time. Trend is,
in fact, one of the dominant char-
acteristics of most economic time
series, . although' theré are diffi-
culties .of .comprehension when
one lives in the midst of the com-

| plicated web of interactions that

go into its formation,

. In short, stock price rhovements
are not subject to the mathemat-

ilical laws of random-:chance. There

T
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Mr. May'’s|: -

are price trends. Simple examina-
tion reveals. it,. and this fact can
also be ‘supported by statistical
demonstration and mathematical
proof. Stock price movements,
therefore, qualify for scientific
investigation, as data not prima-
rily characterized by randomness.

(b)  The misconception that
hypotheses. of. the:future ‘cannot
be grounded on the past and pres-
ent,

According to Mr. May, there ex-
ists a “really hard-and-fast line
between the present and the fu-
ture.” - (op. cit. - Oct. 9, 1947).
Neither philosophy .nor the exact
sciences draw :such a line. Nor can
it be drawn'in economics, where
the. past and the present so ob-
viously shape the future.: R

As the eminent Dr. Frederick
R. Macaulay has written: “The
future is never certain. But, in all
too many  instances, thoroughly
warranted conclusions as to future
probabilities are not drawn. The
possession of the necessary
knowledge  of the present, even
when ' such knowledge is: easily
obtainable, is rare.:. . . The logic
we lack . . . is the ability to dis-
tinguish the relevant from the ir-
relevant facts around us and to
reason assuredly from such data.
. Lack. of knowledge of the
future is a fundamentally disturb-
ing factor but the effects of in-
ability to handle logically the
facts of the present must not be
underestimated. ‘Indeed, if that
inability were less, our knowledge
of the future would be greater.”
(“Bend Yields,  Interest Rates &
Stock Prices,” page 15.)

Needless to say, conclusions as
to probable future behavior drawn
from a mere examination of simi-
lar sequences in the past cannot
have much scientific validity. But
in scientific work we rely upon
the IFrequency ‘Theory: of Prob-
ability..::The i:)probability.: of: any
event is just theilimiting value of’
the relative frequency with which
a certain type of event occurs in
a series of events. The probability
that, under conditions “C,” an
event “E’ will happen, is obtained
by ascertaining the relative num-

(Continued on page 22)
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nomic activity is lost; for there

‘The monetary arith
record in books, is like
mentally, the locomotive

grocer’s bill,
the medical
treatment
more vital
than the' doc-
tor’s: bill,

The func-
tion -of money
and banking
is to facilitate
the production
and . exchange
of goods and
services. But
vast. accumu-
lations-of
monetary fig-
ures become
so ‘intricate
that we become disproportionately
preoccupied with them. Periodi-
cally, also, monetary structures
break down, with the result that
secondary things limit and regu-
late those which are primary. A
staggering example ' of the tail
wagging the dog is the great de-
pression of the ’30’s.. During that
period there was no fundamental
economic' reason. for men's eco-
nomic life to decline. The earth
was fertile, our minerals lay be-
neath our feet, there was a great
basic demand for goods, and man-
power, willingness to work, plant
and capital were all present. Yet
we remained paralyzed, because
our finances had gone awry.

The most massive phenomenon
in monetary accounting ever ex-
perienced by this country is the
present federal debt. By. no
amount of logic or knowledge can
'we know in advance whether it
can be managed indefinitely with=
out convulsive  effects on our
economy. We permitted,it.to grow
“without, limit ‘during ‘a” war . of
survival, because the financial ‘ac-
counts were far less important
than the material needs and spir-
itual values. Like all great finan-
cial -inflations, however, it threat-
ens to strangle man’s primary eco-

nomic activities. 'An examination

A. J. Cortese

of fundamental reasons for the fi-
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+ Meaning of the War D

Mr. Cortese contends we shall continue for generations to pay for
- the war debt, not because we consumed or expended more than
we produced, but: because of a fictitious monetary enrichment of
individuals by means of government debt which increased the sup-
ply of ‘money. ' Says ordinary ‘function of ) - pe ed in
wartime and normal relation between financial accounts and eco-
is no real profit in a war economy.
Says war debt is an:unearned and distorted claim" on " postwar-
; production, -

metic of men’s economic activities, which we

money is perverted. in

an echo. It is {eal, but. secondary.” Funda=
) '€ 1S more 1mportant than the securities that
were issued to pay for it, the food,‘we eat is more essential than the

- NEW YORK 4 NY‘

nancial costs of war not only will
show why this is $0,'but also will |
reveal some remarkable ~differ-
ences between ' government  and
private debt. 4 i
We shall continue; perhaps for
generations, to . pay for the last
war, not because we consumed or
expended more than we had pro-
duced, which is the reason for or-
dinary debt, but because, finan-
cially, ' we ' enriched our-elves
momentarily, suddenly, and exces~
sively. " Future payments are re-
quired, therefore, simply to ex-
tinguish a previously created sup-
ply of money. This statement will
be considered an error by one who
thinks that the cost remains to be
paid in the future because we
made things that were unproduc~
tive (in the ordinary. sense); or
because  the products we' made
were not salable, or because they
were destroyed. This view, how-
ever, is only a relative view of
economics.  An ‘absolute view is
quite different, SO

Do Future Gev‘eratiohs
Pay for War?

~ Tt is not necessary to pay, in the
fundamental sense of the word, in
the future for the war goods we
produced. - Except for the rela-
tively 'small quantities of com-
modities we imported, we have
already fully “paid” for them, be-
cause our labors fully produced
them. If we produced them once,
it is basically - unnece:sary to
spend further labor on them in
the future. Our grandchildren do
not have to help us make the bat-
tleship Missouri. el

Except for a negligible percents
age, the entire cost of all thipgs'is
payments to individuals. All com-
modities come from the earth and
the atmosphere, and we_do not
pay money to Nature. Financial
analysis is'so accustomed to dif-
ferentiating between cost of ma-
terial, cost of labor, fixed charges,
depreciation, advertising, taxes,

.| etc., that we easily forget that ul-

timately the total monetary cost is
for labor, physical or mental. To
be strictly accurate, there is a rel-
atively minute amount of the cost

(Continued on page 35)
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~Observations .
=———— By A. WILFRED MAY

Answering the: Market Internalizers
And Offering Molodovsky and Mindell a' Sound Investing Credo

: Space' considerations prevent a complete consideration of Messrs
. Molodovsky and Mindell’s' thorough critique and . affirmat.ve. state-
. ment:.of the case for internal market analysis:-(appearing on .the
Ppage opposite), . Consequently, it is fortunate that they have provided
5 ; two clear-cut points' of departure ‘between: our’
respective -approaches.  One of these is. epito-
‘mized in their statement; “The value approach
{ails to ;recognize the economic d.fference. be-~
tween a privately owned enterprise and a stock
_.on-&n  exchange.” . The "other basic point of
difference is:contained. in. their contention that
© investors are properly concerned .with:prices:of
- 'the ‘moment, -rather than with either long-term
price or directly with ‘underlying value. - :

‘. The ~Alleged : Change ‘Wrought ‘on"a: Corporate’
"+ Lnterprise Through Marketability of Its Shares'
<. 'The, nub .of -eur: differences is-embodied. in -our
‘:.authors’ - insistence, ‘as’ in the: above-cited -quo-
~.‘tat on, that“shares of corporate stock ‘and shares
of interest in a privately owned enterprise are
not comparable ‘entities; that a business becomes.
a changed entity by reason of its equity shares
: e 0L oeing eiven -the “corollary” of highly: organized
. security markets and a kind of liquidity, ] ’
- - Particularly bearing in mind that, as is set forth in Molodovsky-
. and-Mindell’s opening sentence, we are concerning ourselves' with
. investment decisions, this misconception about the true function of
. the corporate share and the assumption of value-determination by
. liquidity, constitute “the $64’ fallacy. =~ .- gl i e T
... Certainly it does not require elaborate dialectics over:the proper
concept of value, or quibbling over the definition of ‘“investment,”
,-to- regard it as wholly absurd to couple systems for depicting the
. structure of “the market” with investment in individual securities!
; Can it be denied that it is a truism that a certificate representing
a share in a business actually is a certificate representing a share in
. @& bysiness—irrespective of whether it is available for purchase and:
.-sale on a stock exchange, over-the-counter; or even nowhere? - A
. corrected version of the contrary Molodovsky-Mindell contention is
that permanent or temporary liquidity or quasi-liquidity do -not
' actually alter the nature of the company share, but that a large part

A. Wilfred May

. of the market communitly (including Messrs. Molodovsky and Mindell) .

; choose so to regard it, and, hence, fall into various categories of ir-
. rational as well as unprofitable behavior.

Liquidity ' Fallacies
cy has been eviaeuced in much: of thé protects-

+New.sDeal 'stock “exchange--legislation. - W, hi!é o

BEC.:.may; ‘be justified .on. other.grounds, the -publ

. 'has been confusing the. deelipe from the market's-feverish activity.

.of the 1920’s and the reduction jn that kind .of “liquidity,” with.injury:

. -to.the price level. All kinds of dubious inferences about the eiect
. .of the thinned market on investment worth. have followed,

; ‘The ‘writer in'this celumn .of Dec. 4:last elaborated on the
- proelivity .of the market community to speculate in varvine degreds

. on.future changes:in opinien and on general market psychology, .and.

1o engage in out-guessing the rest of -the ‘public; in lieu of studying
- the elements constituting a security’s werth, The simile is not simplv
with predicting what the most beautiful or even publicly most aceept-
.. able’style of dress will be a yesr hence, but what the manufacturers
- will deem it to be; nor with doping the actual winner of a horse race,
- but rather with picking: “the favorite” in the race; nor .with fore-
. casting the: actual news, but rather the nature of people’s: future
. reaction to it. : : ; : s
-Only a slight variation of this fallacy -is.the process: of -people
speculat.ng as to what other: people are .going to:believe intrinsic
value to be. :
Messrs. Molodovsky and Mindell have not been misled into con-
sciously: linking {he value of a common stock. to -the' one-week, one-
month, or one, two or three-year course of earnings, But whether they
realize it or: not, they too, actually, even if only indirectly and un-
wittingly, are supporting those who are trying to -predict the future
behavior of other market participants (efforts to outguess.the com-
munity), instead of engaging in hard-boiled appraisal of the price at
which .an individual security is likely to return his principal to
the investor plus adequate compensation for the risk involved.
They profess to agree on the impossibility of correlating stock
market behavior with extrins:c business, economic, or political events.
But from there on they seem to go awry in assuming that somehow
the crowd . making the market—the “they”—as: a collective group,
gain special omniscience not possessed by its members as individuais.
They overlook the fact that.the market price at any given time

: (/Continued on page 38)
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| inflation' and .correct the: many dislocations making for‘an: abnormal

Steel Production
.'Electric Output "
Carloadings -
Retail Trade
Commodity Price Index
Food Price Index ' =~

Auto Production
Business Failures

State of Trade |
‘and Industry

.,'The Christmas season'is a joyful time of year for many, yet the
spirit of love and charity of one for another should not be lost in
the celebration:of The Great: Advent. s i

" “Today: those: qualities are needed more than ever to restore some
semblance. of order to a long-suffering and distraught world. Not in
generations. has. mankind -been confronted with the ponderous task
of restoring order out of chaos among nations great and small and
alleviating human misery.and starvation of the innocent resulting
from a devastating war. - ; B ;
..+~ On this Day' ef days-all free-men far removed from the forces of
anti-christ will enjoy a really “Merry Christmas’ to the extent that
they .are-hospitable to Christ and His spirit. : ; :
-.:Itis oné: of- the tragedies of history that when:the Son of God
‘became. Mah;:there was no room for Him in the dwellings of Bethle-
hem; Someone’ missed' the ‘opportunity of a‘life-time-on the first
Christmas Day: ST B o T !

.= Sticceeding’, generations -have' gradually: drifted  from Him, and
are’we: onthis Sacred: Day. to’ perpetuate’the inhospitality. to Christ
like. the -innkeepers and householders of Bethléhem: who said: “Np
room.” ; g R : !

' “ The-world is trembling on the rim of a great abyss and all'the
plans for rehabilitation of Europe and the East, and devices to control

economy at home, will prove in vain if we do not heed the lesson
.conveyed in the first Christmas message. /
: Lok W "

Overall induétrial .production: turned slightly upward in the past

e

.
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Richard M. Barnes and Gordon
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nership in A. M. Kidder & Co.,

Richard M. Barnes ¥
1 Wall Street, New. York: City,
members ‘of the New York Stock
Exchange ‘on Jan. 1.. Mr, Barnes-
has'been 'with'the firm for. some
timein ' charge of ‘the' unlisted::
stoek trading department. - ' T

Speakers Scheduled o
Talk on 1948 Outlook ‘ :

Hon. Willard L. Thorp, Assist~
ant - Secretary 'of State for Eco-

week with output in almost all industries above-the very high levels
of recent weeks. ‘In fact, several new:postwar.production peaks were
recorded during the week. . ; : ‘

As has been true during and since the war, employment last‘
. week. continued at a very high level with skilled labor shortages re-
ported in severai areas, The need:for skilled hands is highly essential
to full production, but as “Business Week’ ‘magazine.in.a current
editerial points out: “We have had ‘full’émployment’. for some time

now, But we still don’t have production that anywhere nearly bal-,

ances it.” Notwithstanding this fact, great progress has:taken place
and, according to “Business Week’s” index. of business activity, using
the year 1941 average of 162.2 as a base, such activity shows an in--
crease for the week ending Dec. 18, 1947 over that period of 30.7
points, 30,6 points the week before, 24.7 points a month ago and 12.5
points one year ago. In such a comparison the advance in activity
over that of last year was, in good measure, due to the fact that
most raw materials were in better supply. 4
) L et * #* e Al
p-in ‘business-activity. which had been freely

WP w "

G
pre-
~quarter-of<1947 did not occur for four reasons,

Che slight;]
-dicted ‘for:theAest

-Credit: Meni, ‘stated in an* end-of-the-year ‘review. of: business. . He
‘pointed-out:there had.been an:underestimation of the pent-up de-
‘mand caused:by war shortages,-and also the warnings issued.during
the year; made for a more:cautious attitude which ‘helped: prevent
some - of ‘the excesses: which'might have caused ‘business. reaction.
Labor management difficulties at the start of the year also somewhat
curtailed general'preoduction‘and as-a fourth, point he referred:to the
tremendous European:requirements and: our decision.to fulfill them
in such large quantities.: o, e Nty
“Looking :forward te the year ahead—whether or not eur
business tempa:will: continue at this heetic- pace—depends largely
upon the measure of centinued.aid we extend te. Eurepe,’” Mr.

Heimann stated, adding:that “unless ‘we go alt out for Europe,:

there is every reason to. believe that 1948 will witness some slight

slackening, which in the last analysis might prove a healthy con-;

dition, assuming it were held within bounds.” |

4 * E Eg
With Christmas gift buying: at its: peak, retail volume for the

week rose-moderately above the very high level of the previous week
and total dollar volume remained well above that of the correspond-
ing week a year ago. Although items suitable for gifts sold especially
well,- consumer demand for most: staple goods remained heavy.

A very slight increase in total wholesale volume occurred in the
week with total dollar volume in most lines well above that of the
corresponding ‘vweek ‘a year ago. Reorders on Christmas gift items
were numerous with: buyers insisting on' prompt delivery. Inte}*est
in spring - apparel was moderate with buyers paying considerable
attention to price and quality.

STEEL OUTPUT-”S'CHEDULED AT SHARPLY LOWER RATE
FOR HOLIDAY WEEK ' |
*Amid all the-frus

5

trated talk and thinking in this country over
(Continued on page 33) ,
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nomic Affairs; - Ragnar Naess of
Naess & Cummings; James Hughes
of “Auchincloss, Parker & - Red-
path; Imrie ‘de Vegh, Consulting
Economist,” and ‘Martin Gains-
brugh, . Chief . Economist of - Na<
tional " Industrial - Conference
Board, will speak at a.luncheon:
meeting ‘on Dec. 30 at the Hotel
Commodore, New York City. This
meeting on the “Outlook for 1948
will be under the ‘auspices of the
American - Statistical “Association
and is open to every one interest-
ed. -Admission $3.30.

AMERICAN MADE iR
MARKETS IN

"CANADIAN |
\ SECURITIES

Brown- Company
Bonds == Preferred == Common -

... Noranda. Mines

7

Powell River Company -

52 WILLIAM ST., N. Y::5  HAnover 2-0980
" Bell Teletype NY - 1-3985
New York - Montreal - Toronto.

LAMBORN & CO.,Inc.

99 WALL STREET
NEW YORK 5, N. Y.

SUGAR

Raw—Refined—Liquid
Exports—Imports—Futures . 1

DIgby 4-2727

LTIHG O Yt fogata

.83 Wall Street, New York 5. No Y. (0. .. Bell Teletype NY:1-807 -

p:/]fraser.stlouisfed.org/
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Mackall & l}oe fo Be
New York S. E. Firm

WASHINGTON, D. C.—William
W. Mackall on Dec. 30 will ac-
quire the New York Stock Ex-
change membership  of the late
Harry J. Crofton, and the firm of
Mackall & Coe w111 become mem-
bers of the New York Exchange.
The firm already is a member of
the Washington (D. C.) Stock Ex-
change. . Other partners are Wil-
liam C. Coe, Thomas: L. Anglin
and Robert L. Soper.

BOSTON

B:N

Boston & Maine\RR. )

Prior Preferred

Traded in Round Lois :
Walter J. Connolly & Co., lnc.

»' 24 Federal Street, Boston IO
Tel, HUbbard 2-3790 Tele. BS 128

CLEVELAND

Drackett »
Harshaw Chemical .
Richardson

74

kst

Flel& Ricllarcls & Co.

"Union Com. Bldg,  Union Cent. Bldg.
CLEVELAND CINCINNATI
Tele. CV 174 Tele. CI 150

[LOUISVILLE

American Air Filte:r-
American Turf Ass'n
Consider H. Willett
Murphy Chair Company
Reliance Varnish Co,

e BANKERS BOND &o.

Incorporated
1st Floor, Kentucky Home Life Bldg,
LOUISVILLE 2, KENTUCKY
Long Distance 238-9 Bell Tele. LS 186

PHILADELPHIA

Portsmouth Steel Corporation:
Eastern Corporation
Buffalo Bolt Company

Data on Request

BUCKLEY BROTHERS

Members New York, Philadelphid. and
Los Angeles Stocla Ezxchanges {
Also Member. of
New York Curb Exchange
1420 Walnut Street, Philadelphia 2
New York Los Angeles
Pittsburgh, Pa. Hagerstown, Md.
N. Y. Telephone—W Hitehall 3-7253,
Private Wire System between
Philadelphia, New York and Los Angeles

| Struthers, Linton & .
Weigold to Be Pariners
in Henderson, Harrison

William W. Struthers, Jr., Wal-
ter L, Linton and Clarence E.
Weigold, member' of the New
York Stock Exchange, on Jan. 1
will - be admitted to partnership
in the Exchange firm of Hender=
son, Harrison & @ Co., 40 Wall
Street, New York City, and the
firm’s name will be changed to
Henderson, Harrison & Struthers,
The new partners were all for-
merly ' partners in Struthers &
Dean, which is being dissolved on
Dec. 31.

Warren Thorpe is retiring from
nartnership in Henderson, Harri-
son & Co. on Dec, 31,

"To Be Doolittle & Co.

BUFFALO, N. Y. — William
Schoellkopf will retire from Dco-
little, Schoellkopf & Co., Liberty
Bank Building, members of the
New  York Stock Exchange, on
Dec. 31, and effective Jan.. 1 the
firm’s name will be changed to
Doolittle & Co. ;

RICHMOND., VA.

R Dealers in
VlRGINIA*WEST. VIRGINIA
- NORTH and SOUTH
CAROLINA

-F. W.
CRAIGIE&CO.

RICHMOND, VIRGINIA
Bell System Teletype: RH 83 & 84 |

Telephone 3-9137

ST LOUIS

STIx & Co.

 INVESTMENT SECURITIES

509 OLIVE STREET
St.Louts 1, Mo,

Members St. Louis Stock Exchange

SALT LAKE CITY

Utah Power & Light
Amalgamated Sugar
Utah-Idaho Sugar
* Mountain Fuel Supply

— R — e

EDWARD L. BURTON
.. & COMPANY
ESTABLISHED 1899

160 S. MAIN STREET
SALT LAKE CITY 1, UTAH

BELL SYSTEM TELETYPE SU 464

SPOKANE, WASH.

American Box Board
Botany Mills

- Empire Steel Co.

Empire Southern Gas
Pittsburgh Rys. Co.

Sterling Motor Truck
Nazareth Cement
Warner Company

H. M. Byllesby & Company
PHILADELPHIA OFFICE
Stock Exchange Bldg. Phila. 2

Telephone Teletype
RIttenhouse 6-3717 _PH 73

" NORTHWEST MINING
SECURITIES

For Immediate’ Execution of Orders
or Quotes call TWX Sp-43 on Floor
. of Exchange from 10:45 to 11:30
AM., Pac. Std. Time: Sp-82 at
other hours. :

STANDARD SECURITIES
CORPORATION

-Members Standard Stock Exchange
of Spokane
Brokers - Dealers - Underwriters
Peyton - Building, Spokane
. Branches at
Kellogg, Idaho and Yakima, Wn.

President Submits Plan for European Recovery
In lengthy message to Congtess, | he appraises: European problem ‘and ‘stake of ‘U. S. in" European !

recovery. . Outlines pfogram . of -aid, involving appropriations.of $17 billion and covering period of |
four years. Proposes an Economxc Cooperation . Administration,: working closely with -State  Depart-

ment, to carry out program.

On Deec. 19, the last day of the special session of -Congress, Pre51dent Harry S. Truman
submitted’ to Congress a program- of American aid to Western Europe, involving a net
expenditure by. the United States Government of about $17 billion over-a period of four

years or more.
The full text
of the message
follows:

To the Con-
gress of the
United States:

A principal
concern of the
people: of the :
United - States
is - the ' crea-":
tion of condi-
tions “of en-:
during peace
throughout ¢
the world. In

company ‘with
other = peace-
loving ‘nations, the Unlted ‘States
is striving to insure that there will
never be a World War III.’ In the
words of the Charter of the United
Nations, ‘we are “determined :to
save succeeding generatlons from
the scourge of war.’

We seek lasting peace ina world
where freedom and justice are se-
cure and where there is equal op-
portunity for the economic well-
being of.all peoples.

To this end, the United States
played a leading role in the found-
ing of ' the 'United Nations.-  We
have supported that organization

Presudent Trumnn

at "all times to ‘the best of our:

ability and we have advanced a
number of proposals for increasing
its effectiveness in maintainiag
peace and security and in estab-
lishing the economic, social and
moral foundations of peace, 5

“We are working in the’ United
Nations toward: the limitation:and
control of armaments aad, {in.a
‘step ‘without precedent or paral-
lel, have offered to place our most
powerful weapon under interna-
tional control provided that other
nations agree to effective and en-
forceable safeguards against - its
use for destructive purposes.

The United States, in the con-
v.ction that a prerequisite to peace
‘n the future is the just settlement
of past differences, has labored to
obtain fair and workable treaties
of peace for former enemy states
so that .they may ‘resume their
places in the family of nations.

The United States has taken the
lead in world-wide effarts to pro-
mote industrial and - agricultural
reconstruction and a ‘revival "of
world commerce, for ‘we  know
that enduring peace must be based
upon increased production and an
expanding flow of goods and ma=
terials among nations for the bene-
fit of all.

Since the surrender of the Axis
powers, we have provided more

than $15 billion, in the form' of

‘«

grants and loans, for aid to vic-|

tims of the war, to prevent starva-
tion, disease; and suffering; to.aid
in’ the- restoration of transporta-
ticn -and:.-.commun cations; and to

|assist in rebuilding war-devastated
‘economies;

This .assistance has
averted” stark . tragedy. and - has
‘aided ‘progress. toward ' recovery
in‘many. areas. of: the world.

. -In’'these and many other ways,
the ‘people of the United States
hawve;abundantly .demonstrated
their’ desire: for world’ peace and
the freedom and well-being of al.
nations. :

‘"We must now make a grave angd
significant decisioa relat.ny to ow
‘urther efforts to create the con-
1:tions of peace. 'We must. decide
whether or not we will complete
the: job of helping the free na-
tions' of Europe to recover fron
the devastation’ of the war. Our
decision! will. determine in.large
part: the. future of the people o
that continent. If will also deter-
mine in large part® whether the
free nations of the world can look
forward with hope to a peaceful
and ' prosperous future as inde-

pendent 'states, or whether they |;

‘must live in poverty and in fear
of selfish totalitarian ‘aggression.

Interest of the United States in
: European Recovery:

It is of vital importance to the
United States that European re-
covery be cont'nued to ultimate
success. The American tradition
of extendlng a helping hand to
people in distress, our concern

for the building of.a healthy worl#:

economy ‘which can make possible
ever-increas ng: standards: of liv-
ing for our people, and our over-
whelming  concern for the main-
tenance of a- civil'zation of free
men-and free institutions, all com-
bine {0 give us this gieat mterest
in Eulopean recovery.

The people of the United ‘tatev
1ave ‘shewn, by generous: contri:
butiors since the énd -of hcstil-
tés;” ‘their great ‘sympathy anc
soncern for the ‘many mjlliors ir
Europe who underwent the trials
of war .and enemy occupation. Qur
sympathy.is undiminished, but we
ktnow that we cannot give relie’
indefinitely, and so- we seek prac-
tical weasures which :will" elimi-

nate Europes need for further

‘relief.

““Considered in terms of our own
economy, European recovery is
sssential. The last. two decades
have taught us: the bitter lesson
that no economy, not even one so
strong ‘as'-our own, can- reman
healthy and prosperous in a world

of poverty and want.

In the past, the:flow of raw |
materials and manufactured prod-
ucts - between' : Western . Europe,
Latin "America, Canada and the
United States has integrated these
areas in a great trading system.
In the same manner, Far Eastern
exports to the United States have
helped: pay for-the goods shippéd
from Europe to the:Far East. Eu-
rope is thus an essential® part of
a world trading network. The fail-
ure to.revive fully: this vast trad-
ing system, which .has begun to
function: again 'since ‘the  end of
the. -war, " would result in. eco-
nomic - deterioration . throughout
the world. The:United States, in:
common thh other nations, would

suffer, -

* Our deepest concern with Euro-
vean recovery, however, is that.,
it is essent’al to the maintenance -
of the civilization in which: the:
American ‘way of life is rooted, It
is“the cnly-assurance:of the con-
tinued-independence and-integrity .
of a group of nations. who.consti-
tute a bulwark for the principles
of freedom, justice.and -the dig-
nity of the individual.
The economic plight .in whlch
Eurove now. finds-itself has inten-
sified a political struggle between
those who ‘wish to remain {ree
men living under the rule of law
and those who would use economic
distress as a pretext for the estab~
lishment of ‘a totalitarian: state.
The next few years can deter-
mine whether the free countries
of Europe will be able to preserve
their heritage of freedom. If Eu-
rope fails' to recover, the peoples’ -
of these countries might be driven
to the philosophy of despair—the
philosophy which contends : that
their basic wants can be met only
by the surrender of their basic
rights to totalitarian ‘control. -
Sucha ‘turn of events would
constitute a- shattermg blow to
peace and stability in the world.
It might well compel us to modify
our own.economic system and ‘to
forego, for the sake of our. own
security. the enjoyment of many
of our freedoms and privileges.
It is for these reasons that the
United States has so vital an in-
terest in strengthening the belief
of the people of Europe that free=
dom from fear and want will ‘be
achieved under free and’ demo-
cratic governments.

Origins of the European Recovery
Program

The end of the fighting in Eu=-

rope left that continent physically

devastated and its economy: tem=

porarily paralyzed. The immedi-

ate problem was to prevent wide-

(Continued on page 24)
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‘Debt and preferred stock remements
since 1936 -will equal $14.53-per com-
mon share.

The corporation’s holdlngs of nntura,l
_resources are increasing in value.

Earnings = accruing to the. common
stock are showing substantial gains.

Memorandum available to inwstmcnt
“ deulers upon Tequest

Approx. Market 173;-18%;

ComsTOCK & Co. |
CHICAGO 4, ILL. :

231 So. La Salle St.. © Dearborn 15017
Teletype CG 955

M!’

PREN

gitized for FRASER
p:/ffraser:stiouisfed.orgt =~




x

THE COMME‘RCIAL & 'FINANCIAL  CHRONICLE™

(2619) . 7 5

F rom Washmgton

Ahead of the Newsiv-}f‘;

By CARLISLE BARGERON

From the ‘welter of conflicting ‘economic thought of the past’ 15|

.. years--the various ‘contentious schools on what should be done to-ae-
quire. the more abundant life for all-——there has been' one-proposition |
upon which everybody seemmgly agreed It was that the government

should - spend

“Loduring. ae-

pressions and
retrench dur-
ing prosper-
1ty
In“fact, all
‘of ‘the hordes
of economists
- who have
been - formu-
lating plans
ito. . prevent
“boom  and
“bust cycles

““'have had high

k.

on their pon-
derous lists,
-~ “the policy of
government accumulating a back-
log of needy public works proj-
ects in good times, to be under-
taken when times are:slack.

Accordingly, ; you would think
right now is the time for the gov-

Carlisle Bargeron

.-ernment to be accumulating . a

T beautlful backlog of projects, but

holdmg to, the bone the® number
“to be 1mmed1ately car_ned out
.This is not the case. Whlle forever
scoldmg the people ‘about ‘spend-
- ing-and adding to the inflationary
" pressures. and thinking  up addi-.

" . tional schemes to “siphon-off their

savings neither the Federal Gbv=<|!

‘ernment’ nor’the State and ‘mu- |

nicipal. governments “is making
any pretense of economizing. .The

attitude of the government spend- | |

“~ers is ‘that good: times are here

‘and they are detérmined to bein
on the spree.
- The fact that -costs are twice
* what- they were a few years ago
is no deterrent. The Government
spenders are loose in the market
bidding prices further up. o
In this light, the perennial agi-
tation for the St. Lawrence water-
way - is being revived. It is to be
a burning issue when Congress
returns. ‘The historic' alignments
are now being formed: those for
the project, of course. being the
forces of humanity and progress;
those against it being the forces
of selfish interest and greed.

-When-all of ‘the trappings are
removed, the most aggressive ele-
ments behind the project are the
proponents of public power, Were
it not for the determination of the

K p'ublic power- people “to-increase

thexr ‘domain, you can rest" assured
that this project would not ‘con-
tidue. to. bob up -like :a -cat.with

ine lives: . There-is nothlng to the

D
it thls on top of the tremendous

‘Vpropaganda of the . Federal bu-|

reaucracy PR A
L As further ev1dence that the
ower ‘motive dommates the ‘pro-’
ponents ‘you have: only to analyze

- 1ts‘Congressional support. For'ex-

ho taste: far: or

of ‘a:hmkmg “and’ capabxhtles are“

dmple, the project can mean noth-.
mg to. the people of Washington
3tate; Yet you will find it draw-
ng suppoxt from that State’s dele=
zation ' in - Congress, Republicans
na.Democratic alike.. Why?: Be=
iause . Washington is: knewn: as.a
yublic power: State. :It ‘is‘ politi-

1| 7ally dangerous for a:representa=-

tive from that State not to sup-
oort anything that advances the
public: power ‘cause. It - is not
inough that ‘they have ‘their own
public power and just as high' cost
of living as people anywhere:else
i=public. power has been ‘adopted
as a religion fto be foisted upon
Heople everywhere else,

The fact that the project has
made ' its 'many appearances be-
‘ore Congress “in so ‘many dis-
guises should alarm those who do
not believe in transmigration’ of
the -soul. ' First, it appeared as' a
boon " to humamty in .:cheaper

transportation ~and power costs::
Roosevelt presented it as an-es-
sential battlement to head off the

advance; of Hitler.and the Fascists.

When it: -became" apparent that
these evxl hosts' would be checked
vefore: the: dirt could ‘be turned

-pr the steam shovels put in place,
~t-was:advanced as a- necessary
aubhc works prOJect to give em- 4

)loyment in. the depressxon that

was to jmmediately follow ‘the |

war. €
1" This" depression - not" haymg‘
‘ome, the project is back now as
a defense measure.. The atomic.
Homb ‘having been “developed 10
destroy - all things/in -the 'next
war, mamfestly we must build
some new things for it-to destroy
In this form it has been: em-
braced by Senator Vandenberg,
who is not only President pro
;empore of the Senate, but Chair-
man of the -quite -articulate—in
‘hese times—Senate Foreign 'Re-
lations Committee. The Senator
has been doing some tall soul
searching in recent years and ‘in
doing so he- has completed  the
cycle, as the Eastern intelligentsia
would put it, from stupid, ignor-
ant isolationism to ‘the broad-
ened, highly intellectual - and
statesmanlike horizon of world
affairs, In so doing he has ac-
quired an unusual niche for him-
self, e
" The Repub]icans predominant-
ly, knowmg in their. hearts that

the mternatmnahst spree upon

which: we' ‘have  been long. em-
‘barked: is ithes bunk .and. having
n the vocabu-

t {.come;;

ited”to’ matters purely “bearing

ot | Upon-:this. country, ‘they. point 1o

sVandenberg in refutation.. Natu-
rally. if-he should say -that-the St:

+| Lhawrenee ‘watérways project is’a

nart of the braadened world out=
look it" ‘will receive conSIderable
3upport in the:Senate.; But it is
not likely: to get by the House.-

Secretary of State

_";Why Peace. Conference Failed

By HON.'GEORGE C. MARSHALL*

Secretary Marshall lays -blame for! failure of Council -of Foreign Mmlsters in London to reach agree-
“ment on Soviet delegration’s placing obstacles to " achievement of economic and political unity of
Germany. - Outlines fundamental decisions which occupying powers should take for.German unity as,
(l) elimination of artificial zonal barriers; (2) relinquishment of German properties seized as repara-
 tions (3) a new sound German currency; (4) determination of economic burdens for Germany; and
(5) an overall export-import plan for all Germany. Urges Western Europe recovery program.

The result of the recent meeting of the Council of Foreign Ministers in London was
disappointing. I realized that the many lengthy statements and the frequent and funda- ,
mental-disagreements were very confusing to the general public. . ;

“Also;.the
~ont1nuous at-
2usations
again:st‘ the
so0d faith, the
integrity -and
sh e purposes
f the govern- -
ments. of the
Western
Jowers,  par=
ticularly tne
{nited States,
necessgarily
added greatly
tothecon-
ausion. This
was, as a mat-
teroffact,
one .of the purposes  of these
attacks:

I anticipated great dlffxculty in
reaching a comprehensive agree-
mient,but T did have a hope that
we mlght take three or four fun-
damental decisions which ‘would
permit immediate action by the
four powers to alleviate the situ-
ation in Germany this winter and
greatly- improve the prospects for
all. of ‘Europe. That we failed to
reach any such agreements is the
greatest disappointment.

“The -United = States delegation
iwent to* London . ‘with - an open
ind; as I had stated we would
in Ch1cago but we went with a
strong . determination to bring to
‘an-end the ‘division of Germany.
whlch has existed ‘since the Gera
‘mancapitulation.: . We were also
determined that any agreement
reached at London should be a
genuine workable agreement, and

George C. Marshall

involve obstruetion ‘and frustra-
tion in the Allied Control Council
when it .came to be put into effect
in Germany.

interminable ' discussions  during
the weeks of debate at London.
To us-it was but a dreary repeti-
tion of what had been said and
resaid at the Moscow Conference.
1 shall endeavor, however, - to
point out the main issues.on whlch
the conference . deadlocked and
give you my estimate of the un-
derlying reasons.

The basic issue, as we saw it
before the opening of the London
Conference, was whether or not
the - Allies- could agree . among

The issue in regard to the
Austrian ireaty was even simpler
and had already emerged clearly
at the Moscow Conference .

Because the two main issues
whlch 1 have outlined would be
theeontrolling factors in .our .dis-
cussions; -three of the delegations
had. agreed - that the: Austrian
Atreaty should " be: considered. first,

.the . economic. principles : to
over ‘the treatment of Germany

‘preparation’ of ‘a German peace

mediate economic unity: for Ger-
many.

'.’?‘A radio address by Secretary
Marshall delivered from the State

Department; Washington, D. C,;

“Dee. 19;:1947.

not one which would 1mmed1ately b

-1 shall review only briefly the’

themselves to-reunite Germany. .|

gs -an;-economic whole : .should.|-|
seccmd We. felt- that this

success the " remaining |
11items; on ‘our  agenda, The Soviet |

_delegatlon held a different view ||
.| and+insisted. that questions on the

treaty should be given precedence | |
over-the questions regarding im- |

oIn ‘order. to get the" conference |-

sl,arted, it was finally agreed -to
accept the Soviet request that the
preparation of a German peace
treaty should be item two on the
agenda. As a result, with the ex-
ception of one day of discussion
of Austria and the Austrian treaty,
it ‘was not until after ‘10 days of
meetings that  the . conference
really reached: the heart of the
German question, These  first 10
meetings were devoted to futile
and . somewhat -unreal discussion
df the mechanisms for the prep-
dration - of - an eventual - German
peace treaty before: the question
of whether or not there was to
he .a united Germany had even
been considered. There was one
question, however, of real sub-
stance during this phase of-the:
discussion which had a direct ap-
plication not enly to a German
peace treaty but also to the im-
mediate situation in  Germany.
This  was the question .of the
present and future frontiers of
the German state. No serious con-
gideration of a peace treaty could
be undertaken without first, con-
gidering what was to be the area
of the future German state. Three
delegations had already expressed
their agreement that the area of
the Saar should be separated from
Germany ~and = integrated  into
French economy. Mr. Molotov re-
used to commit his. government

n this point.

{~On this vital matter of fron-
ﬁiers three delegations ‘agreed tq
tJhe ‘establishment of a frontier
commission. or commissions = to'
make an expert study of any pro-
osed changes- from  the prewar
frontiers. Mr, Molotov refused to
agree. It was impossible for me
to reconcile his urgent insistence
upon the necessity of expediting
the preparation for 'a German
peace treaty with his categoric.
yefusal to agree to the appoint-
ment of  boundary commissions
which  three delegations ‘con-

didered to be an absolutely essen-
tial first step in any serious prep-
aration, for a  future German
peace settlement.

| Many other questions concern-
ing the actual preparation of any
peace treaty were discussed
vvithout ‘agreement.

It was during this stage of the
debate that Mr. Molotov insisted
that the four powers should agree !
upon the immediate establishment !
of a German central government. ,
Although the United States had-’
been, I beheve, the ‘first of the‘
four occupying countries to sug-:
gest- at ‘Moscow' the desirability
for the earliest possible establish-:}
ment. .of a German provisional;
central government, it was ob~-.|
vious that until the division of |
Germany. had been  healed and;
conditions- created for German |
political and economic unity, any }
central government would. be ‘a |
sham and not a reality. This view
was shared by the ‘other Western
delegations but to Mr. Molotov it |
was.completely unacceptable. This
was the first clear evidence of his .
purpose to utilize the meeting as !
an opportunity - for ' propaganda y
declarations which’' would - be f
pleasant to German ears.

After several days of con51c1era- :
tion by the deputies the Austrian
treaty was again brought to .the?
conference table on Dec. 4. The'
sole issue. - discussed': was the
determination of what were the :
true - German assets in eastern
Austria to which the Soviet Union .
was fully entitled by the Potsdam .
agreement. This: had been the .’
stumbling block in reaching final:
agreement on the treaty draft, and
it was an. issue ~which would
idetermine whether or not Austria '
wouldbe. under 'such. complete
economic domination by the Soviet
Union that it*would be v1rtually 4
a vassal state.

“The French had endeavored to
break ths impasse by submitting
a compromise . proposal, but this, -
was categorically refused by the
Soviet delegate. In the last hour
of the final session of the con-
ference Mr. Molotov indicated an .
apparent, willingness to accept a
percentage reduction in the Soviet .
claims, without specxfymg the ac-
tual amount involved in his pro-
posal. The matter was immediately -
referred to the deputies and 1 was |
informed just prior to my depart- ,
ure from England that the Soviet .
government would submit later a .
detailed proposition.

It was not until the tenth meet—
- (Continued on page 15) -
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. COMING
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‘In Investment Field

Dédler'-B roker I nvestment -
Recommendatwns and Luerature

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

Public Utility Securities

.. Washington Gas Light Company

Washmgton Gas Light, listed on the New York and  Washington
Stock Exchanges is one of the “old-timers” among utility stocks. The
company’s history dates back almost a century, and it has paid divi-

‘Jan. 14, 1918 (Detroit, Mich.)
Annual -Dinner -of the: Detroit
Stock - Exchange ' at  the  Hotel

dends on its common stock continuously since the Civil War, the pres-

-ent $1.50. rate having been paid
since 1939. - About 85% ‘of the
stock ‘was .formerly owned by a
holding company,  Washington ‘&
Suburban Compames, but this
stock was sold to the public at
'$29.50 in- 1939-40.

During the past decade share
earnings have been as follows:

Earned f{Earned
per on
Share Rate Base
6.53%
.6.93
7.74
7.00
6.01
5.54
6.58
5.93
5.70
6.14
5.40

*Twelve months ended Nov. 30,
1947, -based 'on 'present number
of shares, {See prospectus dated
Dec, 19, page 14.. Rate base re-
flects  original ‘cost less deprecia-
tion,

The declining earnings in 1946-7
was due to the changeover to
straight -natural gas, which was
completed in October this year.
During this period expenses have
‘been burdened by abnormal oper-
ations* and the unusually warm
weather of last winter also ‘af-
fected revenues and net- earnings.
Earnings for the last quarter of
1947 are recording sharp  gains
from operations .and, due to this

trend combined with spemal year- G

end adjustments, . share. earnings
for the year are expected to climb

" back to the $1.75 level (based on
present 425,000 shares).

Still further gains are antici-
pated for the future, as full ‘bene-
fits of the conversron.are realized.
There was a'severe housing short-

. .age in Washington during the war
which still - persists . as ' depart-
mental - officers return to Wash-
ington from ' temporary ' out-of-
town quarters.: - Washington and
its environs should centinue to be
one of the most rapidly. growing
residential - districts inthe ‘coun=
try.  About 85% of the new homes
now: being. construct ed are
equipped to burn natural gas for
‘heating ‘purposes, as well as for
water heatmg, cookmg and refrig-
eration, it is understood. - With
conversion -completed. the com=
‘pany will be in-a better position
to-increase its house-heating loads
and take care of this antlclpated
substantial growth;,

The company’s - earnings ‘state-
ments are somewhat complicated
by the changes of recent years
and those.interested in the stock
should carefully study the current
prospectus in connection with the
offering of additional stock. The
complete changeover to natural
gas has resulted in property aban-
donments. (in‘excess ‘of deprecia-|
tion reserves) and other costs ag-
gregating '$11,200,000. - The com-
ipany  expects to:.charge this 'off
over a 10-year period at the rate

ot $1,120,000 annually. - Against
this there will be a saving o
¢2€0,000 a year in depreciation ac-
cruals, and also certain tax
savings (although ' the . entirc
amount of ‘the amortization iten
will not be deductible for incom¢
tax purposes). It is thought that
the company . will 'also .be per-
mitted to deduct the amortizatior
item in arriving at net return on
the rate base.

In the first half of 1947 abou’
*330,000 was charged to expenses
as a ‘“special provision for. con-
vers'on to natural gas equivalen’
‘o estimated ' reduction . income¢
axes”for current period resulting
from ' impending retirement ' o:
sroperty.”

The company formerly had ¢
sliding scale arrangement with th¢
Public Utilit'es Commission 'of: the
District of Columbia, under whict

‘the rate base was establ'shed as

7f June 30 each year. The pri-
mary rate of return allowed was
3% per annum ‘' (reduced in 1945
from the 6% % rate in effect since
1935). ' Rates were raised or low-
ered on the basis of earnings dur-
ing ‘the previous period, in rela-
tion to-the “allowed” return. How-
ever, the sliding: scale arrange-
ment was ended in October by the
company because it was no longe:
considered 'a. satisfactory method
of . .regulating ‘rates’ under - the
changed conditions of natural ga-
operation.:

'The company expects to snend
‘or construction “purposes‘ about
4,500,000 this year and $6,500,000
next year. This program wﬂl be.

‘inanced in part with funds avail-,

sble from operations, in part from

-*he proceeds from current sale.of

rommon .stock, and in part
“hrough temporary bank' loans or

‘the sale of additional bonds or

sther - securities . (or by sale of

roperties no longer needed).
The company is issuing to hold-

>rs of common stock: of record

Dec. 26 rights to subscribe for 85.-
100 shares of common stock at $29 %
at the rate of one-for-five,
~ants will.expire.Jan. 13. . The is~

3ue is not being . underwritten, but

1 dealer group headed by :First.

Boston Corp. will selicit subscrin-
tions. . 'The 'stock: is. currently
“elling around 20 to ‘yield 7% %,
“yased :on ‘the '$1.50 dividend rate
which  is “expected "to be con-
tinued,

Jack H. Miller with
Watling, Lerchen Co.

DETROIT, MICH. — Jack H.

Miller has become associated with
Watling,
Building, members of the New
York and Detroit ‘Stock Ex-
changes. " He' was formerly con-
nected with Paine, Webber, J ack—
son & Curtls

"War».

Lerchen &  Co., Ford l

Fire Insurance Business — Re-

view of current operations — El-
worthy & Co., 111 Sutter Street,
San Francisco 4, Calif.

Fire Stocks—Discussion’of cur-
:ent: position — Dempsey-Tegeler
% Co., 210 West Seventh Street,
40s Angeles 14, Calif.

. Insurance Stock—Tabulation of
prices, yields, equities and earn-
ings—Geyer & Co., Inc., 67 Wall
Street, New York 5, N. Y,

New . Tools. for Stock Market
Analysis—Second  printing—with
1 progress report presenting the
2xperience of the intervening six
months—Bowne & -Co., Inc., 163
Front St., New York 7, N, Y.—$5.

Railroad Developments of the
Week—Current activity in the in-
Justry—Vilas & Hickey, 49 Wall
Street, New York 5, N. Y

Special ' Situation—Analysis  of
85-year-old ‘New “England ‘com-
pany with large dividend accumu-
lation—Raymond' & Co., 148" State
Street, Boston 9, Mass.

Steel, The Master Metal—Cir-
rular on the:industry and stocks
of several low-priced speculative
iteel companies—Mercer Hicks &
Co.,; 150 Broadway, New York 7.
N. Y.

5 * * L

Aspinook LCorp.—Special Report
~Ward.. & Co.,..-120° Broadway,
New York 5, N, Y

1 ‘Also avarlable is a special report
On Diebold and Portsmouth Steel.

g4

Central Coal & Coke Corp.—
Memorandum’available: to. invest-
ment : dealers—Comstock ' & Co.,
231 South La Salle Street Chi-
cago 4, I1l. .

C. 1. T. Financial ‘Corporation—
Investment appraisal—Kalb, Voor-.
his & Co.; 15 Broad Street New
York 5, N. Y
Also  available is a’review of
Doehler Jarvis Corporation, Rem-
ington Rand; Ine;;: and-Southwest-
ern: Public ‘Service:- Company:‘ :

Commonwealth Edison Co.--De-
tailed- report-—Paul-H. Davis ' &
Co., 10 South La Salle Street Chi-
cago 3, 111,

General. Botﬂers, Inc.—Analysis
and ° comment—Rogers & Tracy,
Inc., 120 ‘South " La Salle Street
Chlcago 3 111,

. Getchell Mjne,-lnc.—Anaiysis—
John H. Lewis & Co., 14 Wall
Street, New York 5, N. Y,

Graham-Paige Motors Corp.—
Analysis—Seligman,  Lubetkin &
Zo., 41 Broad Street, New York 4
New York,

Also available are analyses of
Foundation Co., Wellman Engi-
neering, and Tennessee Products
& Chemical.

Illinois Terminal Railroad Co.—
Analysis—A.. M. 'Kidder® & Co.,
1 Wall Street, New York 5, N. Y.

National Supply Co.—Memoran-
dum—Edward A. Purcell & Co.,
50 Broadway, New York 4, N. Y.

.. Portland General Electric Co.—
Analysis—Ira Haupt & Co., 111
Broadway, New York 6, N. Y.

Portsmouth Steel Corp.—Data—
Zuckley Brothers, 1240 Walnu:
Street, Philadelphia 2, Pa,

:Also available is late: informa
tion on .Eastern . Corporation and
Buffalo Bolt Co.

Public 'National Bank' & Trus
Co.—Third quarter analysis—C. E .
Unterberg ' & Co., 61 Broadwa)
New York 6, N. Y

Scruggs - Vandervoort - Barney,
Inc.—Analysis—Edward ‘D. Jones
& Co.;" 300 North ‘Fourth Street,
St. Louis 2, Mo.

‘Utica & Mohawk Cotton Milly

‘n¢, — Circular — Mohawk Valley

[pvesting Co., Inc.;" 238  Genese”
Street, Utica 2. N. Y.

Carter H. Gorbrey lees
Elaborate Parly in Chic.

‘CHICAGO, ILL.—Carter H. Cor-
brey, head of Carter: H, Corbrey
& Co,, returmng to Chicago . for
the flrst time since August, staged
a very elaborate party on Dec. 23
in " his : Field - Building - offices.
‘About 600: ' members. of ; the 'La

' Salle’Street: financial: community.

were guests..

- With Herrick, Waddell |
Bpecial to Tas PINANGIAL CHRONICLE- "
KANSAS CITY,; MO.-~Paul-J.
Basford 'is now -connected with
Herrick, Waddell & Co., Inc., 1012

vBaltlmore Avenue,

When you want lu CIRCULAR|ZE the Investment :
Fi.ms in the United SIates and Canada Remember Us!

.

We have. a metal stencil 4n our ‘mailing” department
for every'firm -and bank’ listed in’ “Security Dealers
of North America” arranged alphabetically by States
and .Cities;, and within “the: Cities. by firm names.
This' list ls revised-'daily: and- offers you' the most-
up-to-! the-mmute servl(:e available ok 7

Statler,
Feb. 3, 1948 (Chicago, IIL.) -

Mid-Winter Dinner of the Bond
Traders Club of Chicago at the
La-Salle Hotel.

March 5, 1948 (New York City)

New York Security Dealers As-
sociation 22nd Annual Dinner. at
the Waldorf Astoria.
March 12, 1948 (Toronto,

Canada) -

Annual Dinner of the Toronto
Bond Traders Association at the
King Edward Hotel.

Nov. 15-18,.1948 (Dallas, Tex.)

Ont.,

National Security Traders Asso- -

ciation Convention.

Phila. Nat’l Bank
Announces Promotions

The Philadelphia National Bank

announces - the following promo-:

tions, effective Dec. 31, 1947:
“ Gordon S. Smyth and Hampton
C.  Randolph, . formerly assistant

vice-presidents, have been elected-

vice-presidents.

-Lewis M. Crompton, formerly
assistant ' cashier, has. been ap-
pointed -assistant vice-president.

E, Chandlee . Archer, A. Paul
Stemple and Alvin C. Wipplinger -
have been  appointed . assistant
cashiers.

Beiton M. Lee Co. foBe

N.Y.S.E. Member

PHOENIX, ;ARIZ.—On: Jan, 2,
Benton M; Lee & Co., Security
Building, will admit Eugene E.
Tompane, Albert: Ficks, Jr.;-and
Alanson H, Wilson, member of
the New York Stock Exchange; {o

partnership in the firm, -Mr. Wil- -
son has been active as an individ- -

ual floor broker in New York City,
for many years,

 With Conrad, Bruce. -

Bpecial to* TRE - PINANUIAL CHRONIOLE -

| .SAN. FRANCISCO, CALIF, -—-
Jackson. H: Palmer: is now- with-

Conrad,. Bruce & Co Russ Buxld-
1ng

Wlth Heath & Co.
Speclal to Tig FINANCIAL CHRONICLE
ELGIN, ILL. — ‘Raymond F.
Schlie has joined the staff of

Heath & Company, Tower Build-
ing,” :

L

Buy U.S.Savings Bonds
REGULARLY

Our ‘charge " for addressing complete  list:  (United
States or-Canada) -Is $5.00 ‘per thousand,

SPECIAL N. -‘A. 8. D. LIST: (main. offices  enly): or
selected States -or Cities '$6.00 per’ thousand.

Allr 'addresslng completed within 24 hours.

. We can- alsa: supply’ the . list-on ;ummed roll label:
rt a small addltional charge 4

 Southera Production
‘United Public. Utilities
United Public Service

Portland General Electric
: (When Distributed)

;Hm‘mé[l;;srmfnr & Go.. INc.

. 25 Park Place | REctor 29570 New York 7, N. Y.

o ok

Ask where you WORK
Ask where vou BAlm

GILBERT J POSTLEY & Co

29, BROADWAY NEW YORK 6, N Y
Pl IDlrect Wire to Chicago:. -+, .

gitized fof FRASER
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Letter to the Editor:

Sees Value in ,
Forecasting Formulas

-Mr. A. Wilfred May started his series'ag an analysis of forecast-

ing methods and wound up by holding a symposium on the Dow
‘theory—not to mention. his surrendering of the whole subject to

the. investment
whether
the: use of
mechanical
methods of
stock:  market
operations is
as fully e.fec-
tive as is the
use. cf indi-
vidual. - judg-
ment. Actual
operations in
the market, on

- a. mechanical
basis, do not
necessarily
mean market
forecasting. In
i fact,the wnoie :
technique has been developed- to
the ‘end that protitabie commit-
ments. be made without the neces-

- s:ty of forecast.ng. i

-Wken one begirs to talk of a
mechanical approach, he ‘almost
always falls back on the Dow
Theory because it is the only
method that has a long period of
public d.scussion behind it. By
the same token, becatse it'is in
the public domain, its value is
questionable, at least enough so
that as many reams have bpeen
written against it as have been
wr tten in its favor,

* I am not a practitioner of the
Tow Theory, but all arguments
fer ang against, that I have seen,
wind up w'th tables proving that
a “str.ct constructionist” in: the
application of the theory would
end a reriod of operaticns of suf-
ficient length with a prefit.

- All these arguments only em-

phasize tlgt there does ex’st (in
the Dow) a mrechan’cal method of
operaticns. which has shown a
certein degree of success; but
which is not as profitable as some
other methods of operaticn
whether based on “good” jude-
ment or on mechanics superior to
the Dow.
. 'Mr. May, in. my opinion, should
have taken-the operaticns cf those
recognized people in the field of
practical investment who are
known to have used astute judg-
ment and who have achieved
“success.” If he could collect the
names of 10 people who have
made- and kept their fortunes by
strict. security = investment pro-
cedure, he probably would have
had a lot. )

He, then, should bhave looked
about for a similar group who used
mechanical .methods exclusively
and given their records. That, of
course, would have been the rub
Not that such ‘individuals do not
exist. but that no-one, apparently,
is willing to confers to the ex-
clusive use c¢f mechkanical meth-
ods, For use of mechanical meth-
ods implies that judgment, derived

- from inters’ve studies of economic
and political analysis, is forbidden
to be injected in the'making of
actual security commitments,

Individuals or large institutions,
or even investrent companies
that use mechanics as-a basis of
commitments, if these mechanies
are a1y good at all, keep their
procedures  sceret end cover up
by advertising the astuteress of
the’r fundamental research de-
partments, = They are right in
doing this. as mechanics becomes
a '‘most. important part of their
fundamental research and occu~
pies the realm of trade secret, The
implication. however, is that their
judgment is' keen and is based
solelv on economic: and political
foundations.

It has onlv been recently that
Yale. University and Vassar' Col-
lege have admitted their invest-

“ment  procedures tncer mechan-
ical plans, . Both. irstitutions have
been ;taking@gpt of “‘ribbing” not

trusts.

Irving - Sitt’

because they have not done well

|“Chronicle.”

The underlying question, it seems to me. i~
S ;

(because they have), but because
critics have: found someth.ng' in
which to sink their teeth.. Cr.tics
point out the difficulties of their
plans rather than point up their
advantages.  Both -colleges, how-

on-how to improve their approach

~they hav.e already

Use Not Admitted
‘There are some investment com-

done,

‘| panies and.some: msurance com-

panies ‘who are  said to’ use
mechanics, . but ‘who. would . not
dare ‘admit ‘to such use for fear
that investors' would’ say ‘they
could do as well while all the time
they were believing that the. vast
research departments, which they
could - not . individually - afford,
were giving them a sense of se-
curity. ;

There is also one very large
inst.tutional investment depart-
ment of one of the largest indus-
trial compan‘es in America which
.uses an investment formula plan
exclusively. As investment is not
open to the public (but is limited
to the company’s officers and em-
vloyees cn a salary deduction
bas’s), not much is known con-
cerning its act.vities and. even I,
ethically, cannot state the name.
Tms tund, however, has done very
well and its mechanics are applieu
‘0 individual stocks as well as tc
the general market level,

Can it not be that not much is
known of the successful formula
plans because of. the secrecy at-
tached to them?. After all, they
are valuable. 'It has only been
within the last few years: that
writings have appeared concern-
ng. successtul tormula plans—
other than the Dow—but those
plans discussed have. all been of
the marginal type.. I would ven-
ture to say the authors of recent
books .on fermula plans-know of
better plans ‘than they have writ-
‘ten about, I'have seen a formula
plan based on a method not yet
discus<ed in accepted literature of
the subject. It is so radical a de-
parture from the usual and pos-
sesses a rationale so far advanced
that it w'll take at least a decade
before even the principles sur-
rounding this plan ‘are discussed
publicly—or even . privately for
that matter. In fact, many of the
technical market factors, now al-
most common knowledge, were
devised more than a score of years
ago. ]

I think Mr. May has performed
a service in casting a critical eye
on what he terms his “Prophets”
system. - He has opened free dis-
cussicn of a problem of great
interest to Wall Street security
departments and to readers of the
No one, of course,
will come. forth and indicate his
-personal record over the last 10
or 15 years ‘as a result of just
being “smart.” . Nor will anyone
actually show. what he did me-
chanically over the same period.
Only the investment companies’
records are available for compari-
son with ‘the general market.
Many of them stand out as hav-
ing done very much better than
the ~averages while 'others are
rather sad.  The question is, then,
how much mechanics is there in
the ‘best record of the investmerit
compan’es?

- If Mr. May were to determine
that fact alone his contribution to
‘nvestment approach would be in-

valuable e i e
- IRVING SITT.

91 ‘Wall ‘Street.
New York. N. Y.

Dec. 15, 1947,

ever, -should be thankful because’
they have been getting free advice

by- those: who have: set ‘out. to be~
| little -what

The Outlook for Utility Securities

By ROBERT T. SHADOAN*

Manager, Utility Division, National Securities & Research Corp.
Utility analyst holds, despite current upward spiral in utility operating

 belief higher costs may be offset by

reasonably priced and there is strong assurance of d
In the two years which have elapsed since VJ Day,
regarded as being of “investment caliber” has performed more contrariwise' to general

expectations than that of operating utilities,

sewber: 1946 ;
low by a sub-
stant al' mar-,
sin-and ‘most
issues are”
iround. the '
evels of early
1945, i
_“"“Caught ,‘in
the . squeeze
Hetween fixed: .
rates ‘and ris-."
ing costs, the
constant. ' rise
in gross which
Nas peen w.i=

nessed has not
been suffi-
cient to offset ; :
mounting operating expenses.
Moreover, many companies have
been faced with the necess:ty of
raising additional capital to de-
fray the cost of ‘plant additions.
Because of the lag between the
financing and the completion: of
construction programs, -there - i
also a dilution of earnings whict
s temporarily inescapable.,

With ‘prespects of perhaps ever
‘urther cost ncreases in 1948, in-
vestors are presently concerned a:
to what further deter.oration ir
earnings and prices will rraterial-
ize. This will depend primarily
of course, upon two factors, the
prospective earnings power of the
ndustry and the trend of the gen-
eral ‘mrarket. - Fortunately, esti-
matng the likely trend of earn-
‘ngs ‘can be done with more
assurarce since t'is primarly o
juestion of projecting the pros-
nective level .of operating rev-
eénues and expenses. However
before any: future projections are
attempted, it may be pertinent to
review briefly the industry over
the past decade.

Between 1087 ‘and- the ‘present
time, operat.ng revenues have ex-
panded-in every year and there is
the furtker fact that the industry
was “faced ‘with practically no
reconversion' problems: at the end
of. “hostilities. - - During -the ‘first
seven years of -this period, any
declines in net earnings were pri-
mwarily ‘due to higher Federal
taxes as the operating  expense
ratio (before depreciation.. ard
general taxes) for the industry in
1943 (41.0%) was 2% lower than
‘n 1937. However, in 1943, oper-
ating expenses (due principally tc
higher costs of wages and fuel)
began to increase at a faster rate
than gross revenues. In the 12
mwonths’ period ended Sept. 30
operating expenses had increased
to 52% of revenues and prelimi-
nary. data of the Federal Power
Commiss’on for October indicates
the ratio will be higher.

This upward spiral in expenses
was cbscured. during the war: by
the prenonderantly heavier ex-
cess profits taxes being paid by
most © companies. In addition,
considerable non-recurring sav-
ings bad resulted from refinancing
of sen’or  securities which  had
taken place throughout the war
years. Consequently, when excess
profits taxes were lifted, net earn-
ings increased substantially ever
though earnings . before  taxes
were already in a  downward
trend. - In the- early montbs of
1946, over-all- returns of manv
companies ranged from 7% to 10%
on' net property, yet: common
stock earnings ‘(of lower medium
quality properties in :some in-
. *Reprinted . from . “Investment
Timing,” Dec. 18, 1947 published
by: the Economics and Investment
Department, National Securit'es &
Res%arch Corporation,’ New York,
N. Y.

Robert T, Shadoan ~

The group

rate increases. and more economies.

expenses, there are grounds for
Says electric power equi'izs are-
ividend stability,

perhaps no group of stocks

average has penetrated the

i*ate’bases, ' .

stances) were being capitalized up
to: 20 times. : This situation was
-corrected by the follow.ng devel-
“ypments:
.-1. Rate .cuts by regulatory au-
ithorities, LR
2. Higher operating expenses
iended to lower the rate of return.
.+ 3..New' money. was raised for
iwoperty additions, thus increasing

4. The ‘sharp sell-off in. the
market, thereby bringing security
prices. nearer in ‘line .with in-'
tr.nsic values, ‘ :

The Present Outlook

The 'present situation reveals a

sharp contrast to that which pre~
(Continued on page 36)

discourages rental construction.

o ; : ; wiL NI L :
Sees Rent Control Slowing Building
National Association of Real Estate Boards reports’ fear of control
Says small investors and builders
of small projects ‘are responsible for bulk of ‘nation’s present.

- rental construction,
Fear of federal or local rent control,

either renewed or continu-~

ing, and of building costs has dissuaded investors in many cities from

producing rental units, reports from
disclosed to the National Association

real estate boards in 372 cities
of Real Estate.Boards today in

its 47th semi-annual survey of the®
real estate market.

The decontrol of new or newly-
converted - reatal units - by * the
Housing and. Rent Act, together
with the liberalized financing un-
der Section 608 of the National
Housing Act, has been:a potent
force, however, in stimulating
secme new rental construction
which is making a deat in the
housing shortage. The tremendous
spurt in construction of individual
-amily dwellings for sale, more-
over, is a major factor in relieving
the pressure on the rental supply.

Reports from various cities re-

flect the damper of rent control:

A Texas city that is having the
biggest residential building rate
in its history: “There will be a
housing shortage for some years
to come unless red tape and con-
trols are eliminated.”

A typical California- city: “In-
vestors:still afraid of controls.”

An Ohio community: “Rent reg-
ulations have been so drastic and
so unfair that while new building
is now free, builders are afraid
of the future and new regulations,
and no one is building to rent.”

A We:t Virginia city: “Complete

decontrol will hasten capital to-
ward .real estate investments
thereby providing a normal sup-
ply of living units.” ?
" A New England industrial city
of 60,000: “Rental level is so low
in ‘this area that there is no in-
ducement for capital to invest at
preseat high construction costs.”

Reports from other cities show
the whittling down of the housing
hortege by the building boom
under the stimulus of the decon-
trol of new structures and the
liberal 608 financing:

An Ohio industrial city: “Com-
pletions beginning {o. have effect
on shortages here. Fewer calls for
rentals being made, but many
families are still doubled up.”

An Indiana industrial city: “The
acute housing shortage is over.
There is a lot of building now,

end although many materials are
short, there will be a lot
pletions by Dec. 31, 1947.”

of com-~

A West Coast town: “More
apartments being built now for
rental.”

A Kansas town of 80,000: “Num-

ber of rental units will ba Sreater

in 1948, as several large projects
ere expected io get underway.”

Still . other reports disvlose the
relief to the rental unit shortage
resulting from the spurt in the
construction of individual family
awellings for sale:

A North Carolina city of 100,~
C00 :population: “On residence
building we believe we will catch
up to demand by next spriag. Thig
chould prove a factor in relieving
the rental situation,” ;

Small investors and  builders
advancing small~ projects- are re-
sponsible for the bulk of the na-
tion’s rental construction; the sur- -

vey showed. However. as volume '

grows :and as experience with fi-"
nancing under: Section 608 of the

National Housing Act accumulates; -
_ | the trend appears to be to venture
to larger projects. It is significant

that the average ‘size is 32 units

for all the 608 projects listed by

the 88 cities which reported on

this financing plan,

Large-scale projects of 20 units

or more are the dominant type in

15% of the cities. Two-thirds of

the ciiies are building principally

projects of 4-apartment units or
less. The preponderance of larger
projects in the larger cities, how-

ever, is responsible for the 32-unit
average. :

The 608 projects have taken root
fastest in the larger cities where
rew developmental methods and
ideas spread most quickly, as evi-
denced by the survey reports that
55% of them are in cities of 500,-
000 ‘or more population, 64% are
in cities of 100,000 population or
more, and 86% are in cities of
more than 50,000 population.

ACTIVE MARKETS
ALL

REAL ESTATE

STOCKS & BONDS

Bought—Sold—Quoted

——

SIEGEL & CO.

39 Broadway, N, Y. 6 DIgby 4-2370
Teletype NY 1-1942

AMOTT, BAKER & Co.

INCORPORATED X

Wholesaler and Retailer of
Investment Securities

Our Trading Department
specializes in real estate bonds

and stocks, title company and ..
bank participation certificates, =i

kg
150 BROADWAY :NEW YORK 7, N. Y.
Boston - Philadelphia
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Bank and Insurance Stocks
= By E. A. VAN DEUSEN -
This Week — Bank Stocks

.Bank ‘stocks have put on a sad performance this year. As meas-
ured by the daily index of the American Banker they declined stead-
ily from 44.3 on Dec. 31, 1946, to 38.3 on April 15,:1947; a moderate
four month recovery was then staged and the index moved up to 41.5
on Aug. 15. Since that date, however, it has declined persistently
to a low of 37.0 on Dec. 11, and 37.2 at this writing. The previous date
on which the index touched 37.0 was on Nov. 24, 1943; the 1942 low
was 22.9, on April 28, 1942; the highest point reached since the 1942
lows was 52.1 on Jan, 14, 1946. In most recent years there has been
a moderate rally during the final week or ten days of December.

With regard to the record of individual bank stocks, the accom-
panying tabulation gives the data for 17 leading New York City banks.

TABLE I :
—Asked Prices— %
12-31-46 12-18-47. Deprec.

2455 —18.7

345 — 9.2

38% —15.5

89 —16.4

343, —14.2

40% —14.3

41% — 98

15% —23.0

55%2 — 22

1,280 —23.6

259 —245

15%4 —17.6

49, —17.9

393 —14.7

86" —15.3

393, —12.6

640 —15.2

Div.
Yield
49,

Div.
$1.20
14.00
1.80
4.00
1.60
1.80
2.00
0.80
2.80
80.00
12,00
0.80
2.40
1.60
4.00
2.00
35.00

_Bank of Manhattan

Bankers Trust
Central Hanover
Chase National .
Chemical Bank & ‘Trust--
Commercial :
Continental -
Corn Exchange
First National

. Guaranty Trust
Irving Trust
Manufacturers - Trust
National ‘City----
New York Trust
Public ‘National
U. S. Trust

OO O DT S
OISO~ OWONOOBROOIaH

Average of 17 4.8
The average depreciation is 15.6%, which compares with a 16.0%
decline for the American Banker Index. Guaranty Trust shows the
maximum decline, among the 17 stocks, viz: 24.5%, while Corn Ex-
change shows the minimum of 2.2%. )
. At current market, the average dividend yield is 4.8%, with a
maximum of 6.3% for First National and a minimum of 4.0% for
National City. n o B .
. TABLE 11

—Asked Prices—
High & Low 1947
High Low

Range
from Low
to High

28.2%

11.6
20.4 |
20.3
21.0
184
15.0
27.4
154
34.4
35.7
24.4
21.6
23.8
21,9
16.5
22.4

Bank of Manhattan
Bank of New York
Bankers Trust
Central Hanover
Chase National
Chemical Bank & Trust
Commerc:al
Continental

Corn Exchange
First National
Guaranty Trust__
Irving Trust
Manufacturers Trust
National City

New York Trust
Public

U. S. Trust

Average of 17 22.3%

BANK

and

INSURANCE
STOCKS

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

J. S. Rippel & Co.

: Evtablished 1891
18 Clinton St., Newark 2, N, J.
MArket 3-3430
‘N. Y, Phuone—REctor 2-4383

WHOLESALE MARKETS IN
BANK and INSURANCE -STOCKS

GEYER & (0.

INCORPORATED

NEW YORK 5: 67 Wall Street
WHITEHALL 3-0762 NY 1-2875

BOSTON 9 CHICAGO 4 . LOS ANGELES 14
10Post Office Square 231 S.LaSalle Street 210 West 7th Street
HUbbard 2-0650 FRAnklin 7535 . Michigan 2837 YUkon 6-2332
BS-297 CG-105 : LA-1086 §F-573
JPRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO,
CLEVELAND, PHILADELPHIA, ST. LOUIS, LOS ANGELES, SAN FRANCISCO
 TELEPHONES TO: Hattford, Enterprise 6011 Portland, Enterprise 7008.

SAN FRANCISCO 4
Russ Building

A second tabulation shows the
high and low asked price of each
stock for the year. Measuring from
the low to the high, the average|
range has been 22.3%. Strangely, |
the highest priced stock, viz.: First
National, shows a 34.4% range,
while another high priced stock, | /.
Guaranty Trust, shows the maxi-

Trend of New York
I [ BN : ! ¥ -
City Bank Earnings
i By MORRIS A. SCHAPIRO* .
President, M. A, Schapiro & Co., Inc., New York City

mum range of 35.7%.

11:6 %.

It is hazardous to attempt to
prognosticate what bank stocks
will do in 1948. Nevertheless, it
is pertinent to note that since Dec.
31, 1945, bank stock prices have
been moving down against rising
book values, and that since mid-
year 1946 New York City bank
stocks, as a group, have been
selling at generous discounts' from

ord that periods during which
these bank stocks have sold below
book-values have been of rela-
tively short duration, and that
during the past 16 years the com-
posite ratio of market to book has
been above 1.0 for nearly three
quarters of the total time.

Another encouraging factor in
the situation is found in the sus-

of increases in interest rates. This
may ' well mean moderate im-
provement for bank earnings in
1948, particularly
costs are kept under control. Some

forming was found in a number
of the 1947 third quarter state-
ments. :

Partnership Changes in
Mackubin, Legg & Co.

BALTIMORE, MD.—Mackubin,
Legg & Co., 22 Light Street,

Legg 3rd to ge;
at the turn of

the organization in 1945.
At the same time Laurence M.

firm for 40 years and a general
partner since 1925, will retire

monds, who desired to be re-

capacity. s

On the
other hand, Bank of New York |
shows the minimum range of |

book-values. It is a matter of rec-!

Bank analyst holds New York City bank earnings have steadied and

are likely to show moderate improvement in months ahead, because

of: (1) higher interest rates from loans; (2) higher income for

services; and (3) lower taxes on net income. Warns, however,

“break even” point of banks has been rising, and that net current

earnings of 53/1% of total capital accounts are insufficient to bring
stock values up to liquidating values.

. Bankers throughout &he country watch the New York City banks
with great interest. The®37 member banks in New York City have
total capital accounts of $2% billion, or over 27% of the $8%% billion
total capitalization of all the 6,929 member banks in the United States.
Of the 9148 billion total resources
of all member banks nearly $27 the total economy. It is unfair
‘bllhon, or 21% is concentrated in |for the authorities to blame our
New York City. The very useful present-cay diff'culties ¢n banks
but intricate network of .cor- wken most of these difficulties
respondent ‘bank relations, built arise from f'scal and ‘economic
up over the years and embrac-'policies adopted by the govern-
ing nearly all of the 14,000 com- |ment before and durng t.e war.
mercial banks of the country, The cumulative proceeds of deficit
is' centered largely .about this!financing are evidenced today by a
group of New York City banks.'like amount of liquid assets held

tained expansion of commercial.
borrowings and also in the series|over 35,000,000 shares of capital

if operating

evidence that such a trend was

members of the New York Stock
Exchange will admit John  C.
eral partriership
e year, Mr. Legg
first became associated with the
firm in 1935, leaving in 1940 for
military service, and  rejoining

Simmonds, who has been with the

from the partnership. Mr. Sim-

lieved of the responsibilities of
partnership, will continue to be
associated with it in an advisory

The ownership of these money-
center institutions, represented by

stock, is widely held throughout
the country by private and insti-
tutional investors. There is
hardly a banker anywhere ‘whose
advice is not sought about the
relative standing of this or that|
bank in New York. Finally, a
great- many of the New York
benkers begen the'r careers out-
side of New York and still retain
warmi t'es with their old home
communities.

Banks are once again in the
news. This time they are being
blamed for the postwar inflation,
bhaving brought about, it is
charged, the enormous wartime
increase in our .money supply:
According to the October 1947
issue of the Federal Reserve Bul-
letin, “Banks have been the
beneficiaries of ‘wartime devel-
opments.” When such officially
uttered statements remain un-
challenged, the public raturally
assumes that-a fair and correct
version of the facts has been given.
Certain people, no doubt, would
like such charges against banks to
become fashionable. ‘They must
always have their showpiece for
the day. Yesterday, it was the
banks that “profiteered during
the war.” Today, it is the banks
that are ‘“making inflationary
loans.”

The fact is that banks reflect

Thomson & McKinnen
To Admit New Pariners

Thomson & McKinnon, 11 ‘Wall
Street, New York City, members
of the New York Stock Exchange
and other leading exchanges, will
admit to partnership on Jan. 1,
George L. Bartlett, Lyman A.
Gould, William E. Ferguson, Rob-
ert J. Kiernan and Milton F.|.
Untermeyer, Jr., member of the
Stock Exchange. Mr. Gould -has
been with the firm for some time

Average loans and investments__.._
Loans
Investments

Operating expenses

Income other than interest

Interest income required on
loahs and ‘investments

“Break-even yield required”...

Total -interest income

Yield . realized

by the public, including business,
in the form of bank deposits, cur-
rency and government securities.
The charge that banks brought

. this situation about is spec.ous.

The overriding financial fact of
our time is the public debt. in
the current controversy on credit
controls, the or’gin of the public
debt and its present-day political
and social -consequences, are ig-
nored by both extremes. On the
one hand, there are those -n offi-
cial position who clamor for more
and still more government control
of banks.and banking functions.
On the other hand, there are those
among bankers, fortunately few
in number, who advise that the
Federal Reserve System raise
sharply the discount rate and sell
government securities out of the
System account in the open mar-
ket without regard to {rhe effect
on prices, the cost to the Treasury,
and the ultmate impact on banks
and business generally, The cost
of such a plan, while -effective,
might be comparable to the oper-
ation which was successful except
that the patient died.

The desirable course is ene of
moderation with full regard to all
factors. In all public discussions
affecting money and banking, the
extreme or partisan view should
be avoided, if possible. Public
sentiment toward banks can be
easily damaged. This is all too
apparent today.

THIRTY-SEVEN MEMBER BANKS IN NEW YORK CITY

—(In Millions of Dollars)—
1942 1945 1947

$14,500 $23,400 $20,500
4,100 6,700 6,700
10,400 16,700 13,800
174 250 271
=70 100 109

'$150
(0.64%) -
356

(1.52%)

$104
(0.72%)
232
(1.60%)

$162

(1.69%)

Interest income from loans
Average yield realized
Investment income required
Investment income realized
Average yield realized

in. Indianapelis; -Mr. Ferguson in
the past with with the Northern
Trust Company of Chicago, and
Mr. Untermeyer has been doing
business as an individual floor

$94 $122
(1.81%)
$28
234
(1.40%)

$141

broker. T
Net current operating income

Fed. and N. Y. State income taxes
. Net ‘effective tax rate

Net current- operating earnings__
‘Cash dividends

Retention _.:

Total cap:ital accounts

Hentz Opens Fla. Branches

H. Hentz & Co., members of the
New York Stock Exchange and
other leading Stock and Com-
modity Exchanges, announce the
opening of offices in Hollywood

and Boca Raton, Florida. The Hol-
lywood office, which is in the
Hollywood ‘Beach ‘Hotel, -is ‘under
the management of Jack Levine,
and Arthur J. Henry .is  Manager
of the Boca Raton office, located
in ‘the Boca Raton Club. Both of |
these Florida offices are under the ;
supervision of John H. Kaplan,' Defore

.Bank' earnings in New York
City have steadied ‘and :are now
likely to show moderate improve-
ment in the ‘months.ahead. Al-
though: operating costs other than
taxes ‘based on 1ncome :continued
to rise at a rate greater than ‘had

*An address by Mr. Schapiro
Philadelphja: Chapter

N.C. O. E. on total capital accts. .

Providence, Enterprise 7008 Detroit, Enterprise 6066

oitized-for FRASER
p://ffraser.stlouisfed.org/

resident partner. '

_American Institute of - Banking,

$128
13
(10%)
$115
£5

59

$206
66
(32%)
$140
5.
65
1,670 2,170

(6.87%) (6.50%) (5.73%)

been anticipated, ‘and’ investment
income fell - steadily ‘as redemp-
tions proceeded and holdings-con-
tracted, the sharpdecline in net
current operating -earnings which
had become clearly evident early .
in 1947, has been arrested .as the
year draws to a close.. This de- -
velopment'is due primarily to. (1)
higher interest income from loans,
(2) an increase ‘in income ‘other

Philadelphia, Pa., ‘Dez. 16, 1947 (Continuéd on'pdge 36)
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Letter to the Ed_itor:

Merry Xmas From A “‘Ma
Brtisher!

"Mr. Craven-Ellis sends greetings, stating that chaotic conditions
imposed by Socialist Government make the wishing of happiness -
.a_mockery for his countrymen. Insists: Ametican loan constituted
disservice in glossing over need for relinquishing unsound social-

. istic theories, ;

;Editor, The Commercial & Financial Chronicle:

. LONDON, ENGLAND-—We have now entered December and
one is reminded that this month has one or two dates which in the
prewar years were set aside for parties and general jubilation, but
this year we in Great Britain will have to experience greater auster-

rooned”’

ity instead of jubilation,” Tech=¢
nically, we Britishers ‘are in a
concentration camp, we are not
allowed out of the country except
for very special reasons, and now
that our basic petrol has "been
taken from us we shall find our-
selves marooned in our own
homes. Those who have been, ac-
customed to make visits to their
friends by motor car—and this in
the past has been the major means
of transport—will not be able to
use their cars and will so stay at
home. It is, therefore, just a piece
of mockery for anybody to wish
a Britisher “A Happy Christmas.”
We are told by our Socialist
Government that these austerity
conditions are inevitable, and they
are doing all they can through
various avenues of propaganda tc
make the people believe that our
austerity is not the result of So-
cialism but because the world eco-
nomically has become completely
unbalanced. Now, thev do no’
take the trouble to inform the
people why the world has become
unbalanted. The members of the
Socialist government are, in the
main, so .arrogant, inexperiencec
and inefficient that they ecanno’
see that."the austerity through
‘which we are now going is chieflv
their respensibility. It is true that
no matter what 'shade of politics
the government might have been
following the war, the difficulties
would be enormous. The great
majority which the Socialists
gained in the 1945 general elec-
tion completely turned their head-
and they proceeded to spend mos’
of their time in putting ‘nto prac-
tice socialist -theories instead of
preparing to meet the difficulties
which were inevitable. The loan
from the U.S.A. to Britain with its
" imposs’ble conditions accentuated
‘these difficulties and, as I have
said in my controversy through
your paper with Mr. Philip Cort-
ney, America did a great disserv-
ice to this country by making the
loan, , .
The neglect to deal with the in-
- evitable difficulties follow:ng the
war made the position worse and
when, after two years of socialist
government, some half-hearted
attempt was made to correct the
chaos into which this country had
fallen, it was then too late and
their remedies too little. Before
"we are through we shall have to
suffer even greater austerity, sc
our future is not a very happy
one, and I have nn confidence
that the Marshall Plan will ease
the position. Dollars w1l not save
Europe, the only solution of Eu-
rope’s present problems is a
greater intensification of produc-
tion, Production, production, pro-
duiction. should be the cry of the
day, with a removal of all restric-
tive practices, including -tariffs,
.except for what I have always
i termed " an equalization duty to
* “balance the variation in the cost
. -of" the same class' of goods pro-
duced by -countries whose price
level, arrived at on an agreed for-
mula, differs from that of other
countries. ‘Neither Bretton Woods’
International Monetary Fund nor

the International Bank will get
the world through ifs difficulties.
Nothing ‘short of goods for goods
“supported ‘by an efficient mone-
tary mechanism, which will as-
‘sure proper distribution of. goods
to the egtent: which modern in-

dustry is caipable of producing,
will suffice,

" For a “Real” Gold Standard!
What I am now going 'to say
might be a crumb of ‘comfort for
our  mutual friend, Mr, Philip
Cortney, I would be agreeable
to the world returning to a “real”
gold standard providing it could
be designed to achieve the maxi-

|a World Gold Bank which would

- think of returning to a “real” gold
standard and to expect for one

by the maximum of consumption,
and providing the restrictive, prac-
tices could be eliminated which
‘were paft of the automatic opera-
tien of the pre-1914 gold standard.
All the gold produced, and to be
produced, in. the world to go into

act as trustees for the gold con-
stituting the bas’s of world cur-
rencies. It is quite impossible for
Bretton Woods to operate effec-
tively, and so far it has not done
so, when the world gold price is
so much higher than the price’
fixed ' by - Bretton Woods, ~Last
year, 1946, the total gold produced
was a little over 20 million fine
ounces, and of .this volume only
about 6 to 7-million ounces went
to the Central Banks, the larger
proportion went into hoard.ng.
This is surely ‘another example to
prove how impossible it is to ever

moment that Bretton Woods will
ever work. ;

Freedoms Vanishing

Our freedoms are being taken
away from us so rapidly it may

Christmas of 1948 I shall not be
free to write.in the terms in which
I have been accustomed to wr.te;
or, there will be a change of gov-
ernment, -« the effect of which
would be to lift Europe out of its
plf‘esent despondent  outlook *on
life,

~May God guide the world in
the direction that will assure the
rest of the world before the end
of 1948 enjoying the liberty, free-
dom and abundance which it is
yhe privilege of the U.S.A. to en-
joy.

Estate House, Dover Street,
London, W. 1., England
- Dec, 2, 1947

W. Baidoe Ansah & Co.

W. Baidoe Ansah & Co., Inc. is
engaging in a securities business

from offices at 157 West 57th:

Street, New York City.

Corporate Securities Co.

The Corporate Securities. Co.,
Inc. is engaging in a securities
business from offices at 630 Ninth

Jesup-Lamont to Admit
Four New Partaers

William B.' Potts, member of
the New York' Stock Exchange,
Anthony L. Villa, Thomas W. Reed
and Brendan G. Rafferty will be
admitted to partnership in the
Exchange member firm of Jesup &
Lamont, 26 Broadway, New York
City, on Jan. 1.  Messrs. Potts,
Villa . and Reed were formerly

.partners in the firm of J, W, Davis
W.CRAVEN-ELLIS | &

Co., wh.ch is dissolving .on
Dec. 31,
Harold A. Barker will retire
from the firm on the same date.
C. Whitney Carpenter II, gen-
eral partner in the firm, will be-
come a limited partner on Jan. 1.

Bonner & Gregory Will

Admit Nelson as Partner
Bonner & Gregory, 30 Pine
Street, New York City, members
of the New York and Chicago
Stock Exchanges, will admit
George E, Nelson to partnership
in the firm on Jan, 1. Mr. Nelson

mum of production accompaniec

.

be that by the time we reach

Avenue, New York City. has been with the firm for many

1

This announcement is nor an offer of securities for sale or a solicitation of an offer to buy
securities. The Exchange Offers referred to herein are imade only by the Prospectus.

$39,651,900
- ltalian Republic

(Repubblica ltaliana)
30-Year External Sinking Fund Bonds of 1947
Dated January 1, 1947 Due January 1, 1977

$37,243,200
(italian) Credit Consortium for Public Works

(Consorzio di Credito per le Opere Pubbliche)
30-Year Guaranteed External Sinking Fund Bonds of 1947
(Guaranteed by the I(ah'an Republic) "
Dated January 1, 1947 . gl

“Bue January 1, 1977

i

$55,076,600
(ttalian) Public Utility Credit Institute

(Istituto di Credito per 1& Imprese di Pubblica Utilita)

30-Year Guaranteed External Sinking Fund Bonds of 1947
(Guaranteed by the ltalian Republic)
Dated January 1, 1947 Due January 1, 1977
(A1l the above mentioned Bonds.will bear interest at the following rates:
1% per annum from January 1, 1947, to January 1, 1950; 2% per annum
from January 1, 1950, to January 1, 1952 ; and 3% per annum thereafter.)

_‘.—"M__ N
Announcement of Exchange Offers for Italian Dollar Bonds

The Italian Republic, the (Ttalian) Credit Consortium for Public Works,
and the "(Italian) Public -Utility Credit Institute, by a Prospectus dated
December 23, 1947 are, severally, making the Exchange Offers referred to
below to the holders of the outstanding Italian Dollar Bonds mentioned below.

I. OFFER BY THE ITALIAN REPUBLIC: The Republic is offering to issue to the
holders of the outstanding Kingdom of Italy External Loan Sinking Fund
Seven Per Cent. Bonds, due December 1, 1951, in exchange for their present
bonds with all coupons appurtenant - théreto maturing after June 10, 1940,
attached, 30-Year External Sinking Fund Bonds of 1947 of the Republic,
due January 1, 1977, at the.rate of $1,460.80 principal amount of Republic
Bonds for each $1,000 principal amount of bonds surrendered for exchange,
being an amount equal 1o the principal amount of the bonds surrendered for
exchange plus the amount of unpaid interest thereon, at the annual rate specified
therein, from the interest payment date next preceding June 10, 1940, to
January 1, 1947, : | d

IT. OFFER BY THE CONSORTIUM: The Consortium is offering to issue to the
holders of ‘the: outstanding bonds of the four issues listed below, in exchange
for their present bonds with all coupons appurtenant thereto maturing after
June 10, 1940, attached, 30-Year Guaranteed External Sinking Fund Bonds of
1947 of the Consortium, due January 1,.1977, at the rate specified below opposite
the names of the outstanding issues, being, in-each case, an amount equal to the
principal amount of the bonds surrertdered for exchange plus the amount of
unpaid interest thereon; at the'annual fate;specified therein from the interest
payment datenext preceding June 10, 1940, to January 1, 1947 -
; 4 Principal amount of Consortium
Bonds to be issued for each
$1,000, principal amount, of
outstanding Bonds surrendered

for exchange, with said cou-
pons attached

.

- Nane of Outstanding ‘Bonds
(Italian) Credit Consortium for'Public- Works
(Consorziv di Credito per le- Opere, Pubbliche)

© Iixternal Loan Sinking Fund 7% Seeured Series
“B” Twenty-Year Bonds, due Mareh 1, 1947....... veo(1)
City of Milan lixternal Loan of 1927 Sinking
Fund 6% % Bonds, due April 1, 1952, .00 0 otiiuua.. (2)
City of Rome Iixternal Loan of 1927 Sinking d .
Fund 6%% Bonds, due April 1, 1952 . .ol (3)
Mortgage Bank. of  the Venetian Provinces
(Istituto: i Credito Fondiario delle Venezie)
Twenty-Five Year Seven Per Cent. External
Sinking I'und Bonds, Series A, ‘due ‘October
S1A9820 0 e TN A B L W Ve i et e Lel(4)

$1,478.30
$1,438.70
$1,438.70

9

(
@3

9

)
“

$1,472.50

II1. OFFER BY THE INSTITUTE: The Institute is offermg to issue to the
holders of the outstanding bonds of the twelve issues listed below, in exchange
for their present bonds with all coupons appurtenant thereto maturing after
June 10, 1940, attached, 30-Year Guaranteed External Sinking Fund Bonds of
1947 of the Institute, due January 1, 1977, at the rate specified below opposite
the names of the outstanding issues being, in each case, an amount equal to the
principal amount of the bonds surrendered for exchange plus the amount of
unpaid interest thereon, at the annual rate specified therein from: the interest
payment date next preceding June 10, 1940, to January 1, 1947 ;

Principal amount of Institute
Bonds to be issued for cach
$1,000, principal amount, of

outstanding Bonds surrendered
for exchange, with said cou-

pons attached

$1.490.00

Name of Outstanding Bonds

(1) Tstituto di Credito per le Imprese di Pubblica
Utilita (Italian Publie Utility Credit Institute)
Iixternal 7% Secured Sinking I'und Bonds due
JANBALY. Lo VOB, 010 atsvicte s.0witllh -0 £o6.5 3.6 0¥ x b0 lumace 4-a (1)
Societd Adriatica di Elettricitd. (Adriatic Elec-

tric Compuny) Twenty-five Year 7% T

Sinking Fund Bonds due April 1, 1952...,..... vans
Society Idroelettrica Plemonte (Piedmont IIy-
dro-Xlectric Company) First Mortgage and Re-
funding 61%% Sinking Fund Bonds, Series A,

duz April 1, 1960 ;

Societd Lombarda ger Distribuzione di. Energlg i
Eletirica (Lombard Electrie Cmnpuni') First
Mortgage 7% Iixternal Sinking Fund Bonds,
Series A, due December 1, 1952

St A Idroelettrica dell’ Isarco (Isarco Iydro-
Ilectrie Chompany) First Mortgage "I'wenty-tive
Year 7% Sinking Fund Bonds, due May 1, 1952
Meridionale Electric Compa (Societd Meridio-
n:nhlx idi ]<:Il'rltx-icim/) 'xl‘hir]t y-year INirst i\lm’t‘gn;z;i :
Sinking Fund 7% Bonds, Series A, due Apr

1857 : $1.472.50

-Unione ¥sercizi Elettriel (United Electrie Ser- !
vice Company) External First Mortgage Sinking

I"'und Bonds, Series A, 7%, dua December 1,1956
Terni-Societd per VIndustria. e  I'Elettricitd

(Terni Industrial anil Eleetrie Corporation)

First Mortgace Ilydro-Electric 614% Sinking

Fund Bonds, Series A, duz February 1, 1953

Fabbrica Automobili ¥sotta Fraschini (Isotta
I'rasehini Automobile Factory) First Mortgage

7% Sinking KFund Bonds due June 1, 1942,
(Stamped to show part payment.)...........e.oee... (9)
Ercole Marelli Electric Manufacturing Company

(Ercole Marelli & C. Societd Anonima) Twenty-

five Year First Mortgage Sinking Fund 614%

Bonds, Series A, due. November 1, 1953 . Wws BT 8 (10)
Ernesto Eredy Company (Societd Italiana BEr-

nesto Breda per Costruzioni Meceaniche) First
Mortgage 7% Sinking I'und Bonds, due Feb-

ruary 1,:1964. 0. o0 aeine s CdiSe e direents GO sy (11)
Benigno Crespi Societd Anonima (Crespi Cotton
Works Limited) (now Italinn Textile Establish-
ments) 7% First Mortgage Thirty Year Sinking
Fund Bonds, due May 1, 1956.%%

56.57 (12)  $1,466.70
¥ The principal amount of Institute Bonds to be issued, as showon in the above table, in
exchaige for the Bonds of lsotta Fraschini Automobile Factory (Item (9) in: the above -
table) .guves effect to a part peyment in respect of principal and unpaid interest of $117
per $1,000 Bond made by the 'ﬁ\rustw from funds held by it under the Indenture securing
said Bonds. .
11 Expressed in live; also payable in dollars at 3.64 cents to the lira.

For amounts of New Bonds less than $100, scrip certificates will be issued.
Matured interest on the New Bonds will be paid in cash at the time of the
delivery of the New Bonds. There will he deducted from the interest to be paid
in cash at the time of the delivery of New Bonds a sum equal to 15 of 1%
of the principal amount of the old bonds surrendered for exchange ($1.25 per
$1,000 bond), which sum will be paid to the Foreign Bondholders Protective
Council, Inc,, as a contribution toward its expgnses,

(2)

2

&

(2) $1,472.50

-$1,438.70

$1,460.80

$1,466.70

$1,460.80
$1,449.60
$1,343.80
$1,433.30

$1.484.20

Copies of the above-mentioned Prospectus may be obtained from the under~
signed or from: J. P. Morgan & Co. Incorporated, 23 Wall Street, New
York 8, N. Y. Exchange Agent for the Exchange Offer of the Italiani
Republic; J. P. Morgan & Co. Incorporated, 23 Wall Street, New York 8;

-N. Y, or Dillon, Read & Co., 28 Nassau Street, New York 5, N. Y., Ex-
change Agents for the Exchange Offer of the Consortium; The: Chase
National Bank of the City of New York, Corporate Agency Department,
11 Broad Street, New York 15, N: Y., Exchange Agent for the Exchange
Offer-of the Institate, - I 1 =

ot For the (Italian)

Credit Consortium

for Public Works:

G. B. BOERI

President

For the (Italian) .
Public Utility
Credit Institute:
G. B. BOERI
President

For the Italian

Republic:

DEL VECCHIO
Minister of Treasury

New York, Dficellnb'e!' 237 1947.
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The rail market has finally come to life in the past week or so
and as the year draws to a close has been outperforming most other
sections of the list, The performance naturally has not been uniform
but many stocks: (including some of the most highly speculative

issues) have  beea
new highs for the year: Among the
more spectacular performers have
been the s.ocks, aad particularly
the common,- of New York, Chi-
cago & St. Louis, It was just about
two years ago that plans to merge
this road, and two others, into
the Cresapeake & Ohio were
abandoned because of the strong
opposition- of Nickel Plate pre-
ferred stockholders.
| At least at the present time
holders of the Nickel Plate stock
are considerably better off than
they would have been had they
accepted the merger terms offered
them. Nickel Plate common stock
had been offered 0.9 share of
Chesapeake ' ‘& ' Ohio = common
which - in" recent ’'markets ' was
worth just about:39:-In compari-
son, Nickel ' Plate. .common last
week hit a new high for the year
at 50. Similarly Nickel Plate pre-
ferred stockholders were offered
one share of the new Chesapeake
& Ohio preferred and 0.7 share of
Chesapeake & Ohio common. Thig
package recently had a value of
118, or about ten points below the
selling price of the Nickel Plate
preferred. Moreover, most rail-
road analysts consider the Nickel
Plate stocks = still .underpriced,
based on the company’s own earn-
ings and pro<pective merger with
the strong Wheeliag & Lake Erie.
Another intermediate step to-
wards this merger was announced
last week. The directors ‘of Wheel-
ing & Lake Erie have decided to
call the road’s $10,213,958 of 5% %
preferred “stock. In  connection
with this ecall it is nroposed, sub-
ject to ICC permission,to bottow
$6,600,000. Of this amount, $5,000,~
000: would’ be 'borrowed. from.a
group of banks and the balance
would be advanced by the parent
company, Nickel Plate, With this
step, Nickel Plate will owa all of
the outstanding stocks of Wheeling
except for -a nominal amount: of
the” non-callable 4% prior. lien
stock -and /91,578 shares :of the|
common. “A-major :portion oi:the
‘gonimon not held by Nicke] Plate’
is owned~ by Pennroad: corpora-
tion, with less than 10% outstand-
ing with the general public.
Considering the lack of public
participation in the Wheeling &
Lake Erie, the formulation and
consummat’on'of ‘a plan merging
the two properties:should ' not
prove difficult. The major ques-
tion naturally centers around the
provision to be made. for the divi-
dénd arrears on the Nickel Plate
preferred.. These now amount to
$84 a share. This should not, how-
ever, present any major stumbling
block as there will be plenty of
room for generous, treatment of
these arrears within the frame-

work of a reasonable capitaliza-

‘tion of the merged properties.
Merger committees from- the
boards of d'rectors of both roads

have already been studying: this
px;oblem for some time and at
le?st a tentative plan could well

Guaranteed Stocks
. Bonds
Special Securities

ot ¥ G

"‘;2 UARANTEED RAILROAD STOCKS-BOND.

15! Broad Street. ' New York 4,N.'Y.
t i Telephone . BOwling Green. 9-6400
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be formulated by early 1948. Sub-
mission to stockholders at the reg-
ular = annual meeting ia May
should be possible,

In the meantime both Nickel
Plate and its subsidiary have been
reporting  highly favorable earn-
ings. For the ten months throug:
October Nickel - Plate -realized a
gain of almost 25% of gross rev-
enues over a year earlier. The
transportation ratio was cut an
fixed charges were pared by al-
most 14%. As a result, earning
on the preferred for the perioc
climbed to $17.59 a share anc
$13.45 a share was reported on
the common. Earnings on the lat-
ter for the full year could well
top $16 a share. Moreover, on the
basis of the present busine:s out-
look, and the prospects for an
additional rate rise early in 1948
results next year should be even
better.

Earnings improvement of
Wheeling & Lake Erie has been
even more dyaamic. For the ten
months through October the com-
pany reported $13.16 a share on
the common compared with less
than $6 a year earlier. Dividends
on the common have been held
to $3 a share. Nickel Plate’s
equity in the undistributed earn-
ings this year will amount to close
10 $3,000,000 or about $8.75 a share
on its own common stock. Wheel-
ing’s prospects also .appear to
promise even higher earaings in
1948. Even allowing for adequate
{reatment of the Nickel Plate pre-
ferred stock dividend arrears it ic
obvious that earnings potentiali-
ties in a m$rger are very, high. e

Extends Exchange Date
For Colombia Bonds

The Republic of Colombia is
notifying holders of its 6% exter-
nal 'sinking fund gold bonds, due
Jan..1, 1961 and Oct. 1, 1961, that
the ‘offer-to exchange these bonds
and' the appurtenant coupons for
Republic¢ of Columbia 3% exter-
nal - siniking fund* dollar bonds,
due Oct. 1, 1970, has been extend-
ed from Dec. 31, 1947 to Dec. 31,
1948. The period for exchange of
convertible certificates for 3% ex-
ternal sinking fund dollar bonds.
due Oct. 1, 1970, in multiples of
$500 principal amount, also has
been extended from Dec. 31, 1947
to Dec. 31, 1948. The National
City Bank of New York is the’
exchange agent.

Merrill Lynch Firm
Admits New Pariners

Merrill Lynch, Pierce, Fenner &
Beane, 70 Pine Street, New York
City, members of the New York
Stock Exchange, will admit to
vartnership on Jan. 1, William H.
Culbertson, Winthrop C. Lenz.
Kenneth W. Martin, Norman P.
Smith and James E. Thomson. On
the same date, Frank B. Cahn and
Ruth G. Jones will be admitted to
limited partnership .in the firm
and Charles E. Fenner, now a gen-
eral partner, will. become both a
general and limited partner, On
Dec. 31, Maurice H. Bent will
withdraw as a general partner
and John L. Patten as a limited
partner,

Parrish & Co. Admits

Robert S. Nehrbas will become

la partner in. Parrish ‘& Co., 40

Wall : Street, New - York: - City,

members of the New York Stock:

Exchange . and -other- leading ex-
changg_s;, on Jan. 1.

P R SR e ey

| Purchasin

Associate Professor of Economics, New York University,
School of Commerce, Accounts and Finance

By JULES BACKMAN¥

g Power of Prbﬁts _ =

¢
i
i
'

Dr. Backman ‘points out price rises have meant reduction in buying power of profits and:this is par-
ticularly significant to railroads which must continuously make replacements and additions. Sees litile,
likelihood of return to prewar prices and cites post World War I period as proof.' Concludes even if
rails are permitted attainment of a 6% return in current dollars, the yield would be lower, measured
2 in real net operating income, than in most years of last half century.

It is frequently emphasized that the rise in prices has resulted in a reduction of pur-

also has meant a

tant to the
railroads
which must
continuous 1 y
make addi-
tions and re-
placements to
their plant—
expenditur e s
which ‘are fi-
nanced to
some extent
out of current
earnings. To-
tal gross can-
ital’ expend-
itures of the
railroads
declined significantly during the
30s, reflecting in part the sharp
decline in net railway operating
income. Annual expenditures for
additions and betterments aver-
aged $276 million during the ’30s
as compared with $773 million in
the  '20s. . For the years 1941 to
1946, average annual spending
was $536 million. Further large
sxpenditures must be made dur-
ing the next few years to mod-
arnize our transportation system.
The magnitude of these expend-
‘tures naturally will be affected
by the level of co:cts and prices
juring this period.

Costs and prices have risen to
record high levels during the war
and'postwar period. Most observ;-
ers Seem agreed that a return to
the prewar level of prices or costs
is remote. As background for this
discussion, it should be useful to
examine the trend of prices dur-
ing the period.preceding the fol-
lowing World War I. Let me
make it clear at the outset that
I am not predicting that prices
will follow tne same pattern they
did last time. However, I think
this past experience is useful- as
an indication of the tendency for
prices to establish higher levels
after a price inflation: of the type
which developed during and after
the war.

Jules Backman

Post World War I Experience

Table 1 shows the changes ia
wholesale prices for all commod-
ities and for all commodities other
than farm products and food as
reported by the U. S. Bureau of
Labor " Statistics.
commodities other than farm
products ‘and food is' available
only back. to 1913, However, an
examination of the level of farm
prices and food prices as com-
pared with the index for all com-
modities prior to. World War: I
indicates thet during that period
the index of all commodities other
than farm products and foods
would not have been significantly
different from that for all com-
modities, although it might have
been a couple of points higher.:

A survey of this period suggests
the following conclusions:

(1) The index for all commod-
ities was as low as the 1910-1914
average of 68.5 (1926=100) only
in 1932, when it was 64.8 and in
1933, when it was 65.9. The index
of all commodities other than
farm products and foods (largely
prices  of manufactured goods)
never returned to the pre-World
War I average. . :

(2) In the 20s the all commod-
ities index averaged -42% higher
than the average in the 1910-1914

A statement on behalf of the
Railroads before ' the - Interstate
Commerce Commission, Dec...12,
1947, :

RN b E G e

larly impor-%—

| commodities

The index for|’

chasing power for the wage earner. Of equal importance is the fact that this price rise--
reduction in the purchasing power of the business dollar. This is particu-

period. ' The index for all com-
modities other than farm products
and foods averaged 43% higher.

(3) During the ’30s, the total in-
dex average 10% higher than pre-
World War I, while the index of
commodities ‘other than farm
products and foods averaged 15%
higher. !

(4) If the comparison is made
only with the five prewar years,
1935-1939, ‘the total index was
18% higher than in the years
1910-1914, while the index for all
other than farm
products and foods aveiaged 19%
higher.

(5) The average of 80 for the
total index in the years 1935-1939
compared with an average level
of 70 in the period from 1890 to
1940, exclusive of the 1915-1920
period.

(6) If it be assumed that the
first postwar decade, after a price
shakedown, will have an average
wholesale price level which will
be & much above the 1935-1939
level as the 42% increase in the
'20s was above 1910-1914, the BLS
wholesale price index would av-
erage about 114,

(a) This would be a decline of

44 points, or 28% from the
current level of 158, or 24%
from the 1947 average of 151.
The average level of wholz-
sale prices during the "2(s re-
{flected a - decline of 37%
from the post-World War I
period peak reached in 1920.
This level of 114 would he
higher than in any year from
1890 to date, except 1917 to
1920, 1946 and 1947.
A level of 114 would be 63%
above the average of 70 for
the period 1890 to 1940, ex-
cluding 1915 to 1920 and 52%
above the average of 75 for
the entire period. &

(7) Similarly, if it be assumed
that the index for all commodities
other than farm products and
foods stays as far above the 1935-

TABLE 1

Wholesale Prices
-(1890-1947)

(Index Numbers 1926=100)

Commodities Other
All Than Farm Prod-
Commodities ucts and Foods

50.8 (a)
60.7 (a)
685 68.2 (1913-14)
116.1 114.2
125.5 123.4
97.0  97.8
76.0 78.4
80.5 81.2
87.3 - 89.0
98.8 95.5
:103.1. 96,9
104.0 98.5
105.8  99.7
_- 121.1 109.5
1947 (est.) - 151.0 135.0
Nov, 1, 1947 157.4 140.9
Source—U. S. Bureau of Labor
Statistics.

Average
1890-1899 __
1900-1909 __
1910-1914 .
1915-1920 _-
1916-1920 ...
1921-1930.
1931-1940 .
1935-1939 .-
1941 -
1942
1943
1944
1945
1946 -

(a) Data for index of all com-
modities other than farm products
and foods net available prior to
1913, However, an examination of
the level of farm and food prices
as compared with all cornmodities
indicates that during:that period/
the index of nonfarm —mnonfood
items would have been moderately|
higher than the index for all com-.

modities, - :
! -All - Food . Farm ¢

'50.8 49.7./46.7

1890-1899 |
- 60.7 54.7. 584

1900-1909

1939 level as the average f om
1921 to 1930 remained above the
pre-World War I level, that in-
dex would average about 116. Ex-
cept for the magnitude of the de-
cline from the current level, -
which would average only ahout
18%, relationships between  this
index of 116 and preceding years
would be similar to those de-
scribed in connection with the to=
tal index.

(8) It may be suggested that it
would be appropriate to make
these hypothetical comparisons on
the basis of the came degree of
decline, namely, 37% which took
place from the 1920 level rather
than on the basis of the average
relationship between the level of
the '20s and the pre-World War I
level. It is of some interest,
therefore, to note what a decline
of the post-1920 magnitudz would
mean in terms of the total index.
If it-be assumed that this decline
is measured from the average of
151 for 1947, the postwar level
would average 95%, or somewhat
more than 10% lower than the
level prevailing under price' con-
trol in 1945, If the decline were
measured from the current lével
of 158, a decrease of this magni-
tude would bring the index down
to 99, or about 6% below the av-
erage level of 106 prevailing in
1945. An irdex of 95 would. still
be 17% above the averaze;pre-
vailing from 1935 to 1939, An in-
dex of 99 would be 23% above the
immediate prewar level.

I know of no one who expects
the postwar general price level to
be so close to the prewar level.
The magnitude of pressures upon
price are much greater this time
than was true after World War L
The magnitude -of the wartime
government deficits with the con-
sequent necessity for credit ex-
pdhsion and the large increase-of
money in circulation, dwarfed the
increases which took place dur-
ing and immediately after the first
World War. We have added about
€100 billion to our money supply
as a result of World War 11 The
comparable. expansion accomr:
panying World War I was only
about $25 billion. (The “Confer-
ence Board Economic Almanac,”
1948, p. 37.) As compared with the
current level, which is approxi-
mately 100% higher than prewar
for the total index and about 75%
higher for the index of all com-
modities other than farm products
znd foods, it is difficult to visual-
ize a decline which' would bring
these indexes below an average
level which is at lzast 50%, above
prewar. ‘A 50% increase ;would

‘mean an index of about 120 at;the

minimum, or slightly above the
level prevailing. in June:: 1946,
prior to the modification and' end
of price control. The sharp.in+
creases in wage rates without dor~
responding increases in ' produc-
tivity, when taken in’ conjunction
with the sharply expanded money
supply, would seem to make ‘such
estimates conservative.

AR 6

Raijlroad Construction Indexes, ;.
An exarnination of the railroad
construction indexes prepared by
the Bureau of: Valuation: of the
Interstate Commerce Commission,
shows that during the '20s and '30s
the level of costs of items pur-
chased by railroads-was substan-
tially - higher in, relationship. to
pre-World - War. I than was true

(Continued on page.31)
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- Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

The “plug” was pulled yesterday - in the government market
and prices broke fractions to more than two points. ., . The largest
0SS was in the banks 2s which went from 103.7, the previous
support level, to 101.  The ineligible 2%s declined to 100.8 from the
former pegged price of 101, . . . Although rumors have been’cir-
culating that changes would be made in support levels; very few
if any, expected it would come so soon and be as drastic as it
was. . . . The financial district is pretty much in a state of con-
" fusion and it undoubtedly will take some time to adjust ‘itself tc
the new developments. . . . Some believe that the dropping of the
support levels is constructive and will stem the liquidation. . .
There is no doubt that yields are attractive and many “riders” for
the interest carry on long governments have been burnt by the
plug-pulling. . .. The 2%9% yield still holds, but psychology must
be dealt with now and this has raised the all-important question:
will they be able to hold the support levels this time? , .,

DEBT RETIREMENT

The debt retirement program, which will be very heavy in the
next few.months, according. to Mr, Eccles of the Federal Reserve
Board, might be tsed by the monetary authorities to bring ‘about
a recession in. business. .. . There seems 'to be little doubt that the
rowers. that he would welcome this opportunity to stop -the infla-
tionary trend, if they were sure that a decline in economic activity
could be kept within limits. . ... Debt retirement could sharply cur-
tail the ability of the commerecial banks to make loans and purchase
government securities, while the transfer of income tax payments
to war loan accounts and the raising of reserve requirements in New
¥ork and Chicago would help to tighten the money markets, . . .

1 The way in which the authorities handle the problems that

- .are facing them will determine the course of business and the
trend of the money markegs. . . . If political forces are not the
all-important ‘ores, then there could be a real attempt to stem

* the inflationary spiral. .. . The loan trend is'what the authorities
want fo stop, and one of the ways. to do. it is to bring about a~
reversal in demand. . . . :

SCARED?

* The shift in holdings of Treasury obligations by the banks; that
is, from longs into shorts, is what Chairman Eccles- of the Federal
Reserve Board wanted to bring about, with his “Special Reserves,”
but it is taking place without the authorities’ getting the new
powers. . . . The Federal Reserve banks are buying longs and selling
shorts. which is exactlv what Mr. Eccles would have done with his
“Special Reserve.” . .. The commercial banks have been scared out
of the longs into shorts . , . g

The debt retirement program will be principally in near-
term maturifies, so this raises the question whether the banks
will continue to stay-in shorts or will they move back into some

* of the more distant maturities which they have been selling and

. which are now “pegged” by the authorities? VLR

TRUST BUYING
' Purchases of long Treasury obligations go .on at a rapid rate by
Federal and the Asgencies, with indications that. December will be
the banner month for this operation. . . . More than $100,000,000 was
bought by the Agencies the early part of the month, and the cashing
in by the Postal Savings System of $345,000,000 of special notes was
undoubtedly for the purpose of taking on. marketable  issues. . . .
During November puichases by Government Trust Accounts . amounted
1o $220,961,600, which was the first reversal in.the selling trend for
several months. . ., ) sy S o
*The commitments in marketable long-term bonds, made in
. support of the government market last month, were for the
Federal Old Age and Survivors Insurance Trust Fund, and.the
Unemployment: Trust Fund, with the former buying about $133,-
000,000 and the latter approximately $88,000,000. . . .

ISSUES PURCHASED

The Federal Old Age and Survivors Insurance Trust Fund bought
about $1,000.000 of the 2¥%s due June 1959-62 and $3,000,000 of the
2Ys due Dec. 15, 1959-62. . .. The other bonds acquired were
$6.000,000 0f the 2Vss due 1962-67, $1,000,000 of the 2145 due 1963-68,
$6,000,000 of the 2%s due June
+ 2%s due Dec. 15, 1964-69. , . .

The 214s due 1965-70 were taken on in the amount of
$3.010,000, while the 214s due 1966-71 were bought to the extent
of $1,000,£00... . . The June 15, 1967-72 2158 were purchased in
the ameunt of $44.000,000 while .the 216s due Dec. 15, 1967-72
were acquired in. the amount of $51.000,000, . . . The latter pur-
chiase was the largest one made by this Trust Account. ., , , The
eligible 2155 due Sept. 15, 1967-72 were pought in the amount
of .$14,000,000. . . . This was the only bank. issue taken on, ,

«+ The Unamplovment Trust Fund bought $4,000,000 of the 21s
due Deec.. 15, 1959-62 and $1,000,000 of the 2Y%s due 1962-67. . . .
The 2Ys due 1963-68. were acquired in the amount of $16,000,000
with the 2155 due Jupe 15, 1964-69 and Dec. 15, 1964-69 taken on
in. the; amounts of $9,000,000. and $7,000,000, respectively. .. . The
2155 due 1965-70 were purchased to the extent of $3,000,000 'while
the 215s due 19€6-71 were added to in the amount of $2,000,000. . . .
The:212s due June 15, 1967-72 and Dec, 15, 1967-72 were among the
largest commitment with purchases of the former aggregating $11,-
000,000 and the latter $28,000,000. . . . The only eligible issue pur-

chased’ was the 214 9% due Sept. 15, 1967-72, which ‘was bought ' in’

the amount of $7,000_,000.

RESULT :
: ', ‘The shitt in lioldings of government securities from private to
public. holders iz shown in these purchases by Government Trust
Accounts. . .. The bulk of the long-term issues bought were inelig-
ible bonds, and these. purchases are supplying insurance companies,
savings binks and other 'non-bank investors with funds that

15, 1964-69 -and $3,000,000 of the |

can be |

Letter to the Editor:

A 3% Govexh

By EDWIN J. SCHLESINGER
Investment Counsel

Editor; Commercial and Financial Chronicle:

Not since 1920 has the countr
the present but, then, we did not

accordingly.- Because of the experience acquired since 1920,

ment Bond lo-'Cli’ib Inl.l.aiio:‘t

¥ been confronted with an inflationary situation such as
have the experience to cope with inflation and suffered

it seems incredible that we are"

not approacn-
ing the prob-
lem  of infla-*
tion from ‘a
national view-
Joint, but per-
sist” in  iguLor-
ing the havoc
wreaked by
artificially
low . interest
rates.

It does not
take a’ clai- :
voyant -to see : &
tthat.the
situation is'so
sergus tnac 1t
2ould readily :
get out. of hand unless something
constructive is done promptly.
One thing is certain, namely, that
if the two- political . parties ‘are
going to jockey for position to use

Edwin ‘J. Schlesinger

.|inflation- to their advantage, we

are likely to find ourselves with
an. extremely nasty problem on
our hands.

The present. inflation has -its
roots in the easy money.policy of

the previous and present admin-.

istrations. However, nothing. will

be gained—in fact much may be |
lost—if the blame is to be placed |

solely at the door of the Demo-

cratic Party. I seem to recall no

mstance where 1nvestmen.
sankers, - who - are considered
argely as favoring the Republican
2arty, stood up seriously in op-
yosition - to  the ' cheap - money
dolicy. The fact is that : they
rofited handsomely from. cheap
noney as it enabled 'them to re-
fund for their . customers, with
ittle risk, billions of 5%, 4% %
ind 4% bonds. g

It is natural that after'a great
~var there should be.considerable

inflation. - However, the present |

ituation did not have to be had

sther measures been  taken. Not |

only did we. start. from a ‘debt
Mateau-of about-$42 billion when

ve began to arm'in 1940, but:we |
linanced the ‘war on:an unsoung |
sasis. Instead of placing: an--at- |

ractive rate on bonds. we put
interest at such a low level that
antirely too large a percentage of
the ponds went to commercial
banks., During World - War II
there was none of the bond buy-
ing enthusiasm which prevailed
during World War 1. Yet, in the

face of this, the Treasury even
today is trying to intensify the
sale of bonds to the public without
being willing to increase the in-
terest rate.

It seems that the thing to do is
to forget, if possible, party dif-
ferences and work strenuously to
check 1ailation before it engulfs
us completely. As an important
step- to accomplish this, it is

.:recommended: that the govern-

ment issue at once 3% negotiable

| | bonds, available to all but com-

mercial banks, and use the pro-
ceeds to retire bonds held by
those banks. Such a bond issue
should arouse great enthusiasm. It
is true that a 3% rate of interest
might, for a time, upset the mar-
ket for government bonds, and
would, of course, increase carrying
charges. However, with the tre=
mendous increase in the cost of

living, = the 'increased carrying
charges would appear negligible
by comparison. Furthermore, the
fact might as well be realized
now, as later, that ' government
bonds will ultimately, and per~
haps much  sooner “than  antici-
pated, insist' upon finding their
true level.

If despite the serious problem
facing us today no energetic and
immediate steps are taken to pre-
vent the fire of"inflation from
turning into an holocaust, we may
wind up not only ‘with ‘a worse
depression on our hands than ever
before, but, in addition, a body
blow  will bet struck. against our
democratic form of life.

EDWIN'J. SCHLESINGER
41 East 42nd St.,
New York, N. Y, -
December: 12, 1947,

Sr——————

NSTA Notes

CLEVELAND SECURITY TRADERS ASSOCIATION

The following slate of officers for the calendar year 1948 has
been presented to the Cleveland Security Traders Association by the

nominating committee:

i

Clemens E. Gunn , John A, Kruse

President—Clemens E. Gunn,
Vice-President—John A, Kru

Russell G. Wardley = Martin J. Long

Gunn, Carey & Co.
se, Otis & Co.

Treasurer—Russell G. 'Wardley, Maynard -H. Murch & Co.
Secretary—Martin J. Long, The First Cleveland Corporation,

(Continued

on page 14)

- NEW ISSUE

This announcement is not to be construed as an offer to sell or as an offer to buy the securities herein mentioned,

The offering is made only by the prospectus.

60,000 Shares

ELLIOTT COMPANY

5%% Convertible Cumulative Preference Stock

$50 Par Value

Price $50 per share

plus accrued ‘dividends

Copies of the prospectus may be obtained from the undersigned only
in states in which the undersigned. is qualified to act as aldealzr
in securitics and in which the prospectus may legally be distributed,

Al
yiov8

v

~ EEBERSTADT & Co.INC. |~

1 R b £ 3 § ; i £ayy 1oalgale

used  to meet the loan demaids of non-government borrowers. -, ", . . : ; : i C g :
It is rep6tted that the ' eligible bonds bought by the two: Trust

- Accounts-were also from non-bank holders. ; i :

1.8V

e

- December 23, 1947.

itized for FRASER ok
p://fraser.stlouisfed.org/
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INDUSTRIAL
MACHINERY
SHARES

; OF
GROUP SECURITIES, INC.

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

Prospectus: ;lpon request from
your investment dealer, or from

NATIONAL SECURITIES &

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

| Manhattan
Bond Fllllﬂ

HUGH W. LONG & CO.

INCORPORATED

48 WALL STREET, NEW YORK §, N.Y.
108 ANGELES CHICAGO

‘was so -satisfied with his inyest-@

KeYstone
Custd(lian
Funds

Certiﬁcates of Participat;on in

INVESTMENT FUNDS

investing their capltal

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

PREFERRED STOCKS
(Series K1-K2)

' COMMON STOGKS
(Series S1-52-83-54)

Prospectus from
your local investment dealer or

Tlle-‘Keystone Company -

of Boston

50 Congress Street
s Bostcn 9, Massnc}lusetta G

igitized for FRASER ;
tp://fraser. stlowsfed org/

M_l,:tual Funds

By HENRY HUNT

_Continuous Supervxswn Essential

“Once upon a time there was a very conservative investor who
would invest in nothing but government bonds. He was so ultra con-
servative that he wanted dwersxﬂcatlon even among government

"+l down "as

\'bonds Therefone in the year.1900, he selected the government bonds
‘of the six strongest countries’ in 'the world, namety United States,
France; Germany, Russia, Austria-Hungary, and Great Britain: He=

ment that he locked the bonds up
in his strong box for 20 years, In
1920 he opened his strong box to
ascertain the value of his invest-
ment. He found that the bonds of
Germany, Russia, and Austria-
Hungary were worthless and that
the bonds of France were worth
only+a fraction 'of the purchase
price.  The only bonds which
maintained their valus were those
of Great Britain and the United
States.

“During the next four years h
religiously saved his money until
by 1924 he again had a sum for in-
vestment. He was then a con-
firmed  isolationist' and would no’
invest his money outside - the
United - States, He decided thi
time to invest his money in the
securities of 20 oi the stronges
and lazgest and best known cor-
porations in the United States.
namely, those which composed the
famous Dow-Jones Industrial In-
dex. He put an equal amount of
money in each stock.

“Again, he was so satistied with
his investment that he locked it up
for another 20 years. In 1944 he
opened his strong box to assay his
investment. He was surprised to
discover that two of the 20
corporations had been reorganized
during the 20 year period with a
large loss to the stockholders. He
found that two -of his- stocks.had
paid no dividends for at least 10
of the 20 years. He also found that

only six of the 20 stocks had paid |-

dividends every year of the 20
years, and that.only .nine. of the
corporations were sufficiently out-

standing- to_have their. securities|

included in' the 30 stocks of the
Dow-Jones: average .of 1944."—
Quoted from “The Selective In-
vestor,” based on an article in
“Trusts & Estates” by Thomas S.
Gates. N R
Thé practlc’e “Put ’em away-and
forget about ’em,” is apt to be a
‘costly one as no man alive can
predict with accuracy what any
security will be worth 20 years

from now. ,One can state with

reasonable assurance that a. 20-
year U. S. Government bond will
be paid off at maturity but can
one tell what those dollars will
buy in .terms of the present dol-
lar? One can not, Thus, it is ap-

~parent that conservative selection

plus diversification of risk is not
enough.’ To safeguard his capital,
the investor also needs continuing

experlenced st.pervmon of his
portfolio, supervision such as-ali
leading mutual funds offer. It is
only through investment com-
panies of the open-end and gen-
eral management type that the

small investor can obtain continu- |

ous investment management eco-
e | nomically. phic f’
Lower Exports Forecast "
Calvin Bullock’s Dec. 15, issue
of “Perspective” is devoted to the
outlook for,foreign trade. It con-
cludes: “On an overall basis, it is
unlikely that putting the Marshall
Plan into effect will greatly in-
crease the total volume of our ex-
port trade, because of the prob-
ability that trade with other na-
tions will fall off because of with-

creased dollar shortages.” Further-

essentials have already been and |

will continue to be rigorously re- ' ing Dee. 17,1947, and elected the ‘following officers for the year 1948:

stricted. Thus despite the Marshall
Plan, it is probable that the 1948

level of our export trade will fall |

below that of 1947. The Plan, if
adopted, will tend to sustain our
level of export trade which other-
wise might show a sharp drop
during the coming year, and -to
provide a powerful sustaining in-
fluence of demand in certain sec-
tors of our economy, notably agli-
culture and the capital goods m—
dustries.”

New Twist
He: “Do you like codfish balls"”
She: “I don’t know; I've never
been to one.”

Demand Still Unsatisfied

Hugh W. Long’s December
“New York Letter” comments on
the business outlook i part as fol-
lows: ‘It should be observed that
today’s high-level business is not
supported merely by temporary
spending of wartime savings. The
high level of business is justified
for the most part by a basic in-
crease in the demand for' goods.
There has been a substantial

-growth in population since before

the war. The average consumer
has an income that permits his
buying about one-third more units
of goods, despite higher prices. In
most -communities we can see the
growth in population and the high
level of buying at the stores. '
“Industry: is spending morey at
a very high rate to maintain plant

and equipment. More importantly,
it is spending large sums to re-
duce its costs, to expand produc-

| tion and distribution: facilities in

order to meet-increased demands,
and to be abla to manufacture and
sell many. new products. More-
over, the large market for the out-
put of our factories and farms is
world-wide. ‘This is why, more
than two years after the end of the
war, - the .. clamor - continues for
more and morz goods.
“Because the economy ap-
proaches top speed it does not im=-
mediately have to start’downhill
towards a depression; It is not like
the toy train which has to slow
the ' spring” unwinds.
Rather, it is comparable to an elec-
tric locomotive which can keep
running until something serious
goes wrong. People are spending
as never ‘before, yet total savings
continue to increase. Deposits in

.| savings banks, probably the best

index of the savings of people of
medium to lower incomes,. are
larger than a year ago. A recent
careful * survey reveals that the

‘| number of people desiring to buy
/|new homes,

automobiles,

| washing ‘machines, for'example, is
< | as large or ‘larger than was - true,

12 ‘months. ago.”

| Looking Back .90 Years

Vanee, Sanders “Brevits”
quotes ‘the following paragraphs
which. appeared in- the. Oct. 10,

1857 -issué: of: “Harper’s Weekly”:
#It-is:a gloomy moment jn history.

Not. for.‘many years—not in the
lifetime - of most .men: who- read

. this paper—has there been so

and |

much grave-and deep  apprehen-
sion; never has the future secemed
so incalculable as at this time. . ..

“In France the political caldron
seethes and bubbles with uncer=
tainty; Russia-hangs, as usual, like
a cloud, dark and silent, upon the
hOl‘lZOI’l of Europe; whlle all the
energies, resources and influences
of the British Empire ar2 sorely
tried, and are. yet to be fried. more
sorely, in coping with the vast and
deadly Indian insurrection, and
with-its disturbed relations in
China.” E

Notes:

Broad Street Investing .Corp,
and National Investors Corp., both
members - of . the . Tri-Continental
Group, have declared special year-
end dividends from secutity prof-
its of 50¢- and-29¢ a share respec-
tively.

Fidelity Fund- has declarad a
year-end dividend of 90¢ of which
47¢ was derived from net invest-
ment income and 43¢ from secur-
ity profits.

Hugh W. Long has lowered his
industries appraisals with respect
to profit possibilities on insurance
stocks - and public utilities from
“fair” to “limited.”

- Selected Investments Company
of Chicago points out that even if
earnings on the Dow-Jones Indus-
trials declined from-the estimated
figurs of $18.50:a share for 1947
to $15.00 in 1948, a level of 225 for
the “Dow” would result from a
market. appraisal of -these< earn-
ings at a ratio of 15 to 1.

NSTA

Notes

(Continued from page 13)

CINCINNATE STOCK & BOND'C

LUB

At the annual election of the Cincinnati Stock.& Bond Club,

¢| which was held on-Monday, Dec..

Directors:

15, the following were elected as

Jean E. Bennett, J. E. Bennett & Co.; George Eustis, Geo. Eustis

& Co.; George T. Grady,:John E. J

oseph & Co.; Thomas Hughes; Edw.

Brockhaus & Co.; Robert Isphording, VanLahr, Doll & Isphording;
Frederic Latscha, Frederic Latscha & Co.; James E. Madigan, J, E.
Madigan & Co.; Neil Ransick, Chas. A. Hmsch & Co.; Lloyd W. Shep-
pler, Merrill Lynch, Pierce; I'enner & Beane; Robert W. Thornburgh,
W. C. Thornburgh & Co., and Franklin O. Loveland, Field, Richards
& Co., who as the retiring President, automatically serves as a

. Director. ‘The election of officers will be the first week of January.
drawal of goods for Europe and in- | ) .

| NASHVILLE SECURITY TRADERS ASSOCIATION

more, exports to Europe of non- |

' .The Nashville Security Traders Association held its annual meet-

Herbert Pettey

Buford G. Wilson

Herbert Pettey, Equitable Securities Corporation, President.
Buford G. Wilson, Jack M. Bass & Co., Vice-President.

Fred K. Kirtland, Hermitage Securities Co., Secretary-Treasurer,
Walter Hale, Nashville Securities Co., and Q. R. Ledyard,'J. C.’

Bradford & Co., Directors.
Herbert Pettey, Delegate, an
Bank, Alternate Delegate,

d J. R. Stamps, Commerce ' Union

Mass. Investors Trust -

L] ‘ s =

Appoints Ralph Lowell-

Massachusetts . Investors: Trust,
the oldest and largest 1nvestment
fund in this country, announces
the appointment: of Ralph.Lowell
as a member of the Advisory
Board of the Fund to succeed

‘| James ‘L. Richards who has re-

tired after serving on the board
since - 1932.

Mr. Lowell is President and,
Chairman of 'the board of the’
Boston - Safe -Deposit and ' Trust.
Co., & member of ‘the Board of’
Overseers of Harvard College, a.
trustee of the Massachusetts Gen-

eral Hospital, and ‘a director of
the John Hancock - Mutual Life
Insurance Co., and is a trustee or
director of many other business,:
charitable and educatlonal organ-'
izations.
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Why Peace Conference Failed

i ports of ‘day—to-'day; Gérmah- p_rb- revery proposal. the Western

(Continued from bage 7)

ing ‘that the ‘conference finally
came o the heart of the’ problem

* =-to a consideration: of the harsh

-realties of the existing situation

~ in Germany. : :
Several “ more  days were  to-

elapse, however, before the coun=

- cil really: eame to grips with these
" realties. Discussions of procedure
- —-0f what document to" discuss—
" again intervened to delay . our
- work. However, on Monday, Dec.
. 8 the' procedural issues were re-

solved and' the council began the

. consideration of the fundamental

issues which eventually led to the

. adjournment of the session with-
_-outragreement. -

I shall endeavor- to -indicate
briefly  what ‘those “issues were

" without reciting the’involved and

prolonged- discussions over  in-

" dividual-items.

The general issue was _simple.
it was whether or not Germany
was to continue divided® or
whether the Allies could agree to

. recreate a unified .Germany. Un-

less this could be "achieved, all

~ other questions- relating to Ger-
* many would remain academic.

What then were the particular

" obstacles to the achievement of
- German economic and political
© unity?

The " United States delegation
considered that there were cer-
tain fundamental decisions which
the four occupying powers should

~ take if German unity was to be

" achieved. These were:

(1) The elimination ‘ofthe arti-

" ficial zonal barriers to permit free

movement of .persons, ideas. and
goods throughout the whole terri-

" tory of Germany.

(2) The relinquishment by the

 occupying powers of ownership
of -properties in Germany seized’

under the guise of reparations
without four-power agreement,
(3) A currency reform involy-

- ing the introduction of new and
- sound currency for all Germany.

(4) A definite determination of

““‘the economic burdens which Ger-

many would be called upon to
bear in: the future, that is, the
costs of occupation, repayment of
sums advanced by the occupying
powers and ‘reparations.

(5) An over-all export-import
plan for all of Germany.

When these basic measures had
been put into effect by the oc-
cupying powers, then the estab-
lishment under proper safeguards
of a provisional government for
all Germany should be under-
taken,

Reparations scon emerged as a
key issue, For the benefit of those
not fully familiar with past nego-
tiations on this subject I wish to
explain that a def nite agreement
had been concluded two years
ago at Potsdam that reparation
payments would be made by the
transfer of surplus cavital assets,
that is, factories, machinery, and
assels abroad, and not by pay-
ments from time to time out of
the daily output of German pro-
duction. One reason for this de-
cision was to avoid an issue that

would continue through the years

between Germany and the Allies
and between the Allies themselves

. concerning her-ability to pay. and

the actual ‘'value. of payments

~which. had .been made ‘in: ‘goods.
-Also, it. was clearly evident ‘that

for many .years Germany would

*-.beinvolved in a desperate struggle
-to " build’ ‘up " sifficient foreign

trade to- pay for the ‘food: and

,other items on'which she will be

-dependent  from outside sources,
"The best example of this phase of
“the situation that I can give is the

bresent necessity ' for -Great Brit-

‘ain and the United States to pay

out some 700 millions a year to

provide the.food and other items
“to prevent starvation and rather
~complete disintegration’ of that

*

bortion of .Germany occupied . by
our forces, -, :

In other words reparations from,
current “production—that is, ex-

duction with no return— could be
madge- only if ‘the countries af
present supplying: Gernmany--not-
ably the United: States—foot the
billl “We' put in 4nd“the Russians
take’ out. This ‘ economic: truth,
however, is only one aspect: of
Soviet reparation -claims, In, the
easiern zone: of Germany the So-

viet Union has been taking repa~’

raticns from. current” procuction
and has also, under ihe guise of
reparations, seized vast holdings
and formed them' into' a gigantic
trust embracing a substantial part
of the industry of that zene. This

_1as resulted .n a type of maonopo-

listic strangle hold over the eco-
nomic and political life of eastern
Sermany which makes that region
ittle more that a dependent prov-
nce of the Soviet Union. A very
.rong reason, in my op.nion; for
our failure to agree .af T.ondrn
was the Soviet determination not
‘o relax in any way ‘its hold on
eastern Germany: Acceptance of
he r claims for reparaticns from
surrent production from the west-
ern -zones would extend “that
strangle hold over the future eco-
1omic life of all Gérmany.

The Soviet position was no-
where more clearly indicated than
by Mr. Molotov’s categoric refusal

to -furnish the Council of Foreign |

Ministers: with information con-
cerning the reparations already
taken from' the eastern zone or
indeed any information at all con-
cerning the situation there, until
“ull agreements had been reached.
In effect we were to tell them
what has occurred in the western
zones, which we had already done,
and they’ tell us nothing. That
refusal to provide  information
absolutely essential for' decisions
as to the organization of .German
anity would by itself have made
any agreement impossible, ‘A re-
rarkable.illustration of the Soviet
J0sition in this matter was their
carping criticism of the economic
recedure in our zones which we
freely publish for the world to
~ead, while virtyally in the same
Yreath blandly refusing to provide
v data at all concerning their
zone.

1t finally became clear that we
could make no progress at this
time—that there was no apparent
will to reach a settlement but
only an interest in making more
and more speeches. intended for
another audience. So I suggested
that we adjourn, No real ground
was lost or gained at the meeting
except that the outlines of the
problems and the obstacles are
much clearer. We cannot look
forward to a unified Germany at
this time. We must do the best we
can in the area where our influ-
ence can be felt,

All must recognize that the dif-
ficulties to be overcome are im-
mense. The problems concerned
with the trealy settlements  for
Italy and the satellite countries
were simple by comparison since
none of those countries were
divided into zones of occupation
and all of them had an existing
form of government. Germany by
contrast is sub-divided into four
pieces—four zones.. No - trace of
national government  remains,

There is another. and I think
even. more fundamental reason
for: the “frustration* we: have en-
countered- in - our’ “endeavor " fo

-reach a realistic agreement: fora

peace  settlement. :In-. the " war
struggle Europe was.in “a large
measure shattered. As a result a
political vacuum: was created: and

-until this vacuum-has been; filled

by the restoration of “a- healthy
European. community; ‘it does not
appear possible. that paper. ‘agree-
ments can assure a lasting peace.
Agreements = between ‘sovereign
states are generally the reflection
and not .the cause of genuine
settlements:

It is for this very reason, I

_thihk, that we encountered éuchz
complete opposition to ~ almost Denver.,

Sees Insufficient

powers agreed upon.. The Soviet,| To Mainlain High Employmentt\

Union has'recognized the situation

in-its frank declaration of hostility |. -

and opposition to the European
recovery program.-The success of
such:a program would necessarily
mean the establishment of ‘a bal-
ance in which the 16 Western na-
tions, who have bound their hopes
and efforts together, would be
rehabilitated, strong in: forms of
government which guarantee true
freedom, ' opportunity to the in=
dividual, ‘and protection against
the terror of governmental
tyranny, 3

The issue is really clear-cut and

simply not creating sufficient vo
duction and economic progress

Franklin Cole, economic consultant, tells Customers’ Brokers we are_
lume of savings for high level pro-"
.- Wams of rapid growth in bank

loans, and says high taxes are encouraging debt as against equity
financing, . '

Franklin Cole of Franklin Cole & Co., economic consultants, ad-

dressed the Association of Cust
address he stated:

preseuy . tune £

omers’ Brokers on Dec, 19, 1947. In his

“The dilemma in which American business finds  itself at tﬁe,

will force nec-
)ssary tax
changes once

I fear there can be no settlement | Washington is

until the coming months demon-
strate’ whether or not the civil-
ization of western Europe will
prove vigorous: enough. to- rise

above the destructive effects of |@nd
|they war and restore a healthy

society. Officials of the Soviet
Union and leaders of the Com-

conv.nced that
the matter
transcends
Wall Street
reaches

into every

Main Street,

whether it is

munrist parties openly predict that | located in an

this restoration ‘will not - take
place. We: on the other hand are

industrial = or
agri‘cultura}

confident in the rehabilitation of | Fegion,

western European civilization
with. its freedoms.

Now, until~the result of this
struggle becomes clearly appar-
ent, there will continue to be a
very real difficulty to resolve
even on paper agreed terms for
a treaty of peace. The.situation
must be stabilized. Western na-
tions at the very least must be
firmly established on a basis of
government and freedoms that
‘will preserve all that has beei
gained in- the past centuries by
these nations and all that their
co-operaticn promises for the

future. fi

“Since V-J

Day, the twin Franklin Cole

effects of rising prices and ex-
panding operations have tended
to change the composition of the
working capital of American in-
dustry by cutting down liquidity
despite an increase in the total
amount of working capital. The
Securities and Exchange Commis-
sion recently stated that the ratio
of corporate liquid funds in the
form of cash and marketable se-
curities to sales, which is a rough
measure of liquidity,
again’ during the second quarter
02:1947 and I believe that later
1

declined

ures will show this tendency

hdg been accentuated. Moreover,

Chase NaP’l Bank Opens |55 “ocses, ™ e grorkine cavt:

The Chase National Bank’s sec-
ond branch in Germany, at Stutt-
gart, for the convenience of
Americans there, will be opened
for business on Monday (Dec. 29),
according to word received at the
head office here. The bank’s first
branch in Germany, at Frank-
furt, was opened Dec. 15.

in capital securities.
down the capital securities, it is
found that long-term debt in-
creased $800 million and preferred
and common stocks $400 million.

corporations- exclusive of. ban

znd German Branch o and, insurance companies ‘whie
: ‘amounted to $1.7 billion in the
second quarter of 1947 was largely

due to an increase of $1.2 billion
Break:ng

“On top of the increased needs

S : N for working capital are the.new
of Buhoriics 1 Waskingm e lant and cquipment cxpendingey

the U. 8. Military Government in

which have recently been running

Germany, the branch will offer |2t the rate of $16 billion annually
limited banking facilties to U. $, |and which are the most strategic
military and authorized person. part of the national economy. As
nel, including those of Allied|? ma_ttg_r of fact, cven thq Bross
countries, in the American zone. addition of working capital is

Personal checking and compound | PTOPably deceptive ‘because part-

p 4 of the funds held by business and
i?;iﬁzifci%légfe?% Bf abcece};:csg, received from the sale of securi-

and money transfers to this coun- | HeS is in a sense in transit,

They

try will be effected by mail and wilk be paid out for plant and

cable,
Frank M. Edelmann, formerly

equipment now on order.

“If anything wag conclusively

an assistant manager of the for-
eign department of the Chase in
New York, will be the officer in
charge of the branch, which will
occupy a part of the Zeppelin
Building at 2 Lautenschlager-
strasse, Stuttgart.

Paul & Co. Changes

PHILADELPHIA, PA.—At a
special meeting of the board of
directors of Paul & Co., Inc., 1528
Walnut- Street, held Friday, Dec.
19,1947, Clyde Lane Paul resigned
as' Vice-President and Treasurer
of this: corporation. Ralph Eugene
‘Pendergast was elected to serve
the corporation in the capacity of
Treasurer in addition to the office
of Vice-President which. he pres-

‘With Macart, Jones & Co.

(Special to THE FINANCIAL CHRCNICLE)

PUEBLO, COLO. —Charles E.
Gast has become associated with
Macart, Jones & Company; That-
cher Building. In the past he was
, Upham & Co., in

established during the stagnant
thirties, it was that full or even
high employment cannot be at-
tained simply by attempting to
enlarge the demand for con-
sumers’ goods. At this moment,
the “percentage of personal con-
sumption 'expenditurés to gross
national product is just about as
high as it'was in 1936, at around
1%, and the ratio. was even
higher in 1933. The expenditures
which seem to account for the dif-
ference between good and bad
times are those represeinting cap-

ital formation or private domestic.

investment of which the principal
items: are new -construction and
producers’ durable equipment. In
the study in which I had the
privilege of collaborating with Mr.,
Emil Schram, President of the
New York Stock Exchange, en-
titled “Economic Progress: Tax
Revision and the Capital Mar-
kets,” we had occasion to make an
intensive 'study of the country’s
capital requirements and their
interrelationship ‘with the capital
markets, It is remarkable how
little understanding there is of this
subject ‘and the question of more
equitable taxes. - As you know,
new equity financing has only to

tbe mentioned and. it at once has

a depressing effect on the price
of the stocks of even the most suc-
cessful American enterprises, This
has been true almost.without ex-
ception for the past 18 months.
Initwo of the most stable and
incidentally regulated. industries,
namely, the public utility and in-
surarce industries, vou are un-
doubtedly acquainted with strik-
ing ' examples. in' recent weeks.
The authorities seem to be puz-
zled by the failure of new capital
to come intg : these ‘industries
eagerly in view of the long-term
record of stable earnings and divi=~
dends, i /
“The fact of the matter is that
full employment, attributable in
part to the making up of deferrea 4
demands created during the war
period and high prices which are
swelling our national’income, but
not real income, have made us
complacent, . Government studies,
when “individual tax rates were
substantially lower ‘than at pres-
ent, indicate that only families i
with incomes now probably in the :
$10,000 and upward range make
a significant contribution to ven~ '
ture investment. ' Other savings |
are largely channelled into finan-
cial institutions which cannot buy
equity - interests; There is evi- !
dence to indicate that a substan-
tial portion of stocks sold by way
of special offerings and secondary
distributions are merely 'bought |
with funds representing the sale
of other securities. 'We are simply ::
not creating the volume of sav- '
ings that will go into what is best .
described as venture capital suffi~
cient to sustain: a' continued high
level of production and employ-
ment. That is one of the reasons.
for the rapid growth in bank loans 3
which - is. creating . concern.. -Our
studies also  show that the tax
structure by encouraging debt as
against equity financing is creat-
ing further rigidities which are |
likely to plague us in.the future.

“I think that we have on our
hands essentially an educational !
job. T am aware that many of the
political leaders are more inter-
ested in promises that will pro- .
duce votes rather than-in the pro-
duction of goods, but I am also
convinced that the indifference to
the condition of the capital mar-
kets is due fundamentally to a |
lack of appreciation of the close |
connection between dynamic cap~
ital markets and the well-being
of the entire country.”

Mark 1. Adams With
Brand, Grumet & Co.

Mark I. Adams has become as-
sociated with Brand, Grumet &
Co., 55 Broadway, New York
‘City, members of the New York !
Stock Exchange, as manager of
the stock and trading depart-
ments. He was formerly manager i
of the retail department in the
New York office of Newburger
& Hano.

Geyer & Co. Parly
Huge Success

The cocktail party of Geyer &
Co. held on Dec. 18 at the Down-
town Athletic. Club was a huge
success with the many “Street- .

ers” attending’ again having a |
most enjoyable time, !

_~ Vénlure' Capital’
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By WILLIAM J. McKAY
In Canada’s best interest it is to be hoped that the wordy war-

fare between the proponents and

opponents ‘of the parity dollar is

now at end. Nothing is gained by further hindsight criticism of the

Canadian Administration’s action i
priate time for comment has long ¢—
it

passed. In passing, however,

n revaluing the dollar; the appro-

possible' to ‘dispel by official

can be observed that the cr.tics of | explanations and contentions the

Ottawa have sought to condemn

the revaluation as the cause of all!the

the current Canadian difficulties
and thereby totally ignoring the
fact that the disordered state of
the world economy in general
plays somre small part.

Now . that positive action has
replaced previous inertia in.deal-
ing with the Dom:nion’s U. S.
dollar problem all efforts should
now be-d.rected on both sides of
the borcer towards making fully
effective the present level of the
Canadian dollar. The U. S. dol-
lar conservation program which
-has already been put into opera-
tion by. thé Canadian authorities
should be: adequate to stem the
drain’ ‘01 ' the ‘Dominion’s dwin-
dling = exchanee feserves, -espe-
cially  as emphas’s is-placed on
the constructive rather than the
“restrictive aspect of 'the Ottawa
‘plans, It must be borne in mind
also . that- when consideration - is

- given to the recent inroads on' the
Canadian exchange reserves, it is
to be noted that many items fig-

.uring in the total of U. S. dollar
payments. of the past year are
distinctly non-recurrent. ‘For ex-

_ample, it was common knowledge
many months. before the event

_that import restrict:ons were :im-
minent, Consequently, Canadian
importers of U.. S:igoods have in
‘many- cases built’up inventories. to
provide for their requirements for
.severa] years. Inaddition, before
the exchange situation became
critical. Canada retired outstand-
ing indebtedness to this country
on an over-ambitious scale. There-
fore, to'this extent at least, Can~
ada has utilized ber ‘current re-
sources to meet future obligations
and has thus lightened her ex-
change commitments for the pe-
riod ahead.

There remains, however, one
formidable ebstacle in the path of
the resteration of full confidence
in the Canadian dollar—the  em-
barrassing low level of the “free”
dollar mrarket in this country. 1Its
importance has. been, " justifiably
perhaps, - seriously under - esti-
mated, especially in official quar-
ters. = Although this market ac-
counts for only a small fraction
of the volume of exchange cur-
rently trarsacted. its psychological
influence is profound. .It is im-

CANADIAN BONDS
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| deep-rooted idea that the level ol

“free” dollar has a definite
bearing on' the standing of the
off.cial dollar.

It is essential, therefore, that
this situation be studied in the
light of this fact. - This is not &
Canadian problem alone. ' In view
of the huge U, S. vested interes!
n Canada this country is alsc
vitally interested. Therefore, se-
rious thought should be devotec
on: both sides of the border to a
plan whereby the channel for the
movement of investment funds tc
and from Canada can be broad-
ened ‘and stabilized. Such 2
scheme also would be a step ir
the right-direction, according to
the currency ideals of the Inter-
national Monetary Fund; the un-
dermining influence. of the “free”
market on the existing parity of

the Canad:an dollar is far greater;

than dealings in gold at premium
prices. The stability of ‘the Ca-
nadian dollar,” moreover, is vi-
tally important in any scheme for
the restoration of the economy of
Western Europe and would greatly
assist . in relieving the burden
placed on the U. S. dollar.

- ‘During the week the better tone
recently .noted in the market for
both external .and internal bonds
was ‘again ev.dent. However, ir
view of ‘the approach of the year-
end, the better sentiment had lit-
tle effect on the price-level and
activity remained at a minimum.
Stocks, in sympathy with the New

‘York: trend, developed a better

tendency with Western oils buoy-
ant following the recent price in-
crease. Golds also were. firmer,
as:it is now believed in unbiased
quarters’ that the gold industry
relief measures will be more ef-
fective than previously admitted.

Coast Attorneys Now
Allan, Miller &
Groezinger

“SAN FRANCISCO, CALIF. —
The firm name of Manson, Allan
& Miller, San Francisco attor-
neys, has been changed to Allan,
Miller & Groezinger,

H. Elbert Foster, Jr.
Opens Own Offices

H. Elbert Foster, Jr., member
of the New York Stock Exchange,
‘has opened his own offices at 51
Broadway, New York City, to
conduct a securities business. He
was formerly a partner in Foster,
Brown & Co.

George Alberts Retires

George Alberts is retiring from
the firm. of C.-‘A.‘Alberts &: Co.,
70 'Wall Stret, New York City, as
of Jan. 1. ; Hearrle

CANADIAN STOCKS il

- 'TAYLOR, DEALE
‘& COMPANY

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

CANADIAN
SECURITIES

-Government:
Provincial

' Municipal
Corporate :
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~ Canada

Meets a Challenge

By HON. DOUGLAS ABBOTT*
Minister of Finance of Canada

‘Financial spokesman of Canadian Government analyzes his nation’s foreign exchange problem and

lays difficulty to dollar shortage due to unfavorable trade balances with
now offset, as formerly; by Canada’s receipts from other countries.
devaluate Canadian dollar and that

the United States, which is not-
Says there is no intention to

restrictions on Canadian imports w.ll be abandoned when no

longer necessary. Extols U. S. leadership in world affairs.

I am glad to have the opportunity to tell this distinguished gathering
Canada and Canada’s problems. In talking about Canada I am

something about

well aware that some of you

know quite a lot about us, perhaps through your interest in certain investments or possibly

aroug. your
nterest in va-
cations and
fishing. At the
same time, I
do not know
how many of
sou realize
aow your
a2orthern
neighbor has
grown up in
ecent years— - |
realize that
Canada  is a
self - reliant
country with - . . .
ideas ‘and Hon. D.C. Abbott
policies of her .
own and. not merely a pleasant
place to spend.a . vacation: or the
location of a numper of mines-and
pulp ‘and paper. plants. .

I believe it is fair to say “that

‘the: people -of .the : United States
are generally too.inclined to. take

Canada for granted, to regard:us
as a well-behaved. people - who

m.nd their own business and, cause.
very little trouble. We-do not have'
.evolutions, -we do not -threaten’
to take over the investments of’

your -citizens-in our country, -and
we pay our ‘bills. .While.-your
yoliticians and -businessmen: occa-
sionally note with satisfaction the
3,000 miles of undefended front er
between our two countries .and
‘he excellent relations which pre-
vail between our'two neoples, not
enough .of your people takg a
continuing interest. in Canada- or
realize '.its . significance . to "the
United States.

I am not sure how many Amer-
icans know that Canada is by far

their largest customer and source |

of supply, In the 12 months up
to last September, your trade sta-
tistics: show that you sold to us
more than $2 billion of exports—
more than the combined total of
vour exports to your.second and

third largest. customers, i.e., Brit-

ain and France, and more than
the combined total of - your- ex-
norts to your three largest cus-
tomers in Latin America, i.e.,
Mex:co, Brazil and the Argentine.
You have been shipping more
goods to us than to all the coun-
tries of the Far East put together,
and you have been getting full
payment in cash. You do not buy
nearly as much from us as you
sell to us—and.that is.causing us
some - d.fficulty right now-—but
even at that you have been buy-
ing more from Canada than from
any other two countries combined.
You have much more money in-
vested in Canada than in any
other country, more than in all
the countries of ‘Central and South

| America taken. together. On the

whole you have found' that the

11 $5 billion odd you have placed in

outr country has been by long odds
your best external im_/estment. ]

Canada’s War ‘Contributions -

||| of .. America,
| Dec. 18, 1947, - .+ 1+

During - the war, 'Canada ' was
one - of “yéur: major allies. " Our
output of munitions ranked: onlv
after that of your~country -and

‘Great Britain and ‘possibly Russia,
‘A Canadian ‘Army was one of the

‘four armies ‘that d on 2
our armies:ihat: landed on fhie problem which is now common to

Normandy beachheads. Canada
was the only .Allied. country that

did’ not require lend-lease ‘assist-

ance, and. we ourselves: provided

*An address by the'Hon, Doug=~

‘| 1as- Abbott-at.the Annual Meeting

of the- Life Insurance Association:
“New:York - City;

v

what for us were very large lend-
lease. shipments which ran to
around $3% billlon and which
represented outright contributions
to the general cause.

When it came to reconstruction
Canada has also played her full
part. With you and the British
and other nations we have worked
unremittingly toward establishing
more orderly world conditions.
We took a very active part in the
establishment of the Inernational
Monetary Fund 'and the World
Bank and in the recent Inter-
nat'onal Trade and Tariff meet-
ings at Geneva. I.think I can.say
honestly that we:have been able
to make a real contribution in
these discussions both because we:

have some good. ideas. of our own|

and ' because  we' have. been able-
from time to time to'reconcile the

differing points of :view.of your-;

selves ‘and the British -because we.

‘know and understand you both:- sor

well:s " > :

So far as providing aid to war'-'r

.ravaged countries is concerned, it

may surprise some of you to know.
that. Canada- has made. an even:

larger. contribution .than.. your!

country -in . relation to.her_size..
When you extended a credit of
%334 billion to .Britain, we ex-.
tended one of $1% billion which
bears the -same relationship to our
national ‘income .as $22 billion
would bear to yours. All in all
we. in Canada extended credits.
and. made contributions through
UNRRA and other relief to the
total of about $2 billion of which
more than two-thirds has been
utilized, Of course as I have noted
our Canadian f guresmay not look
very impressive compared with
those you are accustomed to dis-
cussing in the United States. But
when you remember. that your
national income is about 18 times
as large as ours you will appre-

ciate that these areé relatively very |

big figures. They show that' Can-
ada has been. making a-large in-
dependent contribution fo world
recovery and not ‘just follow.ng
along in the path of her. great
neighbor.

We have been able to provide
this large-scale aid in part be-
cause. like you, we were Very
forlunate in the war. We did not
suffer invasion. destruction or dis-
organization. We much expanded
our industrial capacity and since
the end of the war we have suc-
cessfully’ built up our peacetime
production so that today we are
producing on a scale at least 50%
higher than before the ‘war. We
bave experienced a large and per-
manent expansion in our produc-
tive capacity: and- that expansio_n
is still' going on. Our economy IS
a going concern:and our'cost§ of
production -are low: in-comparison

‘| with most of the rest of the world.

Our- basic-pesition is sound. - We
have high production, growing ca-
pacity to produce; relatively low
costs,’and great resources and op-

 portunities.

‘The Dollar Problem
But we do have one very real

most of the world. I refer to the
serious deficiency which has de-
veloped in our U..S. dollar posi-
tion and: which has recently. led

lus ‘to take some’ very necessary

and rather unpleasant steps. - We
have-had to impose some:restric-
tions.on: ‘our -imports -which are
affecting - your.exporters - in -par-

! {jcular;” We’did not -wish-to im-

pose restrictions ‘but: we ‘were
faced with a U. S. dollar problem
of a magnitude which gave us no
choice but to take direct action.

Our dollar difficulties are not a
result of any weakness in our in-
ternal eco:.omic pcsition. They
are a direct, reflectioa of the dif-
ticulties of overseas countries, and
of western ‘Europe in particular—
of the fact that-a country which
depends heavily on its trade can-
not help but be affected by the
difficulties of its frieads and cus-
{omers.

The “usual pattern of Canadian
external business is to run a cur-
rent trading ‘deficit with the
United States and:a current trad-
ing surplus, which is frequently
larger, with the rest of the world.
Before the war, we were able to
convert our trading surplus with
the rest 'of the world into dollars
to'cover our trading deficit with
you. ‘During the war, of course,
this triangular method of settle-
ment- broke dowa but -we: were
able to work out with you a spe-
cial arrangement which overcame
the dollar diificulty. and allowed
us to increase greatly the scale of
our’ war effort. When the war
was over, we naturally did not
expect to resume this prewar paf-
tern immediately. It was evident
that. Britain and other -overseas
countries could not purchase all
the goods they needed from us
on a cash basis until they had ex~
perienced. a substantial ‘recovery.
We had very large U. S. dollar re-
serves at the end of the war,-and
we decided to aid our friends and
customers overseas with credits
knowing full well that we should
have to draw down our dollar re-
serves to meet our trading deficit
with ‘your country until their po-
sition had improved. As part of
our contribution to world;recov-
ery we were prepared to: extend
these credits and to use:a’ sub-
stantial part of our dollar reserves
in the transition period.

We hoped and expected. how-
ever, that as recovery progressed
abroad we would  obtain more
goods and larger cash payments
from overseas countries. I do not
need to tell you why these hopes
have not been fully realized. Un~-
forseen developments such as the
extreme winter of 1946-47 with
its fuel crises and its almost dis-
astrous-effects on Europe’s crops
are partly responsible, The un-
cooperative attitude of Russia has
also contributed to political un-
settlement which " hag - certainly
slowed ' Europe’s recovery. The
breakdown in the attempt to re-
store the convertibility of sterling
was a major setback and:as:your
credifs were ' rapidly ‘iexhausted
the position 'of western. Europe
became’ almost ‘desperate. ::But
whatever the reasons -there:is:no
doubt about the fact that.Canada
can obtain neither cash nor igoods
from European countries ‘in:ade-
quate -amounts to cope' with her
U. 8. dollar ‘drain.’ 3

At the same time that: European:
conditions were deteriorating; we
have been buying more:and:more
from .you. : Our: businesses;:like
yours,  had .large  modernization
and’ expansion plans which. they
wanted  fo get ahead with .and,
since ‘we buy- much. of our ma-
chinery and certain kinds of steel
from you, that meant a heavy vol-
ume of .imports: Our consumers,
like. yours.. wanted;to: buy- cars,

- +-(Continued-on;page 32).- "
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The Anglo-Sov

By PAUL

iet Trade Pact

EINZIG

London correspondent analyzes advantages and disadvantages of
proposed Anglo-Soviet trade pact. Points out pact would break
down opposition by elements in Labor Party to Mr. Bevin’s anti-
Russian policy and would make Britain less dependent on Western

Hemisphere :Countriss. Says pact

may antagonize Canada, Argen-

tina and other hard money countries, beg:ause of priority given
to Russia on British exports.

LONDON, ENGLAND.—The
conclusion of a trade agreement b

announcement of the impending
etween Britain and Soviet ‘Russia

was received with enthusiasm by Socialists in Britain. For political
Teasons, the pact will be welcomed not only by those Government

:Supporters

who 'dis -
.approve of
Mr.' Bevin’s
anti -~ Russian
policy, ‘but
also 'by . those
who endorse -
the Foreign
Secretary’s
Lne; on the -
ground tha't
(it will miti-
gate .the con-
flict between
. pro-Sovietand
anti - Soviet
elements in
Labor Party.
For ' eccnoiuic' reasons, too, the
rapprochement to Russa is wel-
comed, as a means of achieving a
higher degree of economic inde-
pendence from the United States
and the hard currency countries
in general. This latter argument
is’ accepted  also by many Con-
servatives who feel that Britain’s
salvation lies in the reduction of
her huge trade deficit in relation
to the Western Hem'sphere, Not-
withstanding this, most Conserva-
tives view the impending pact
with strcng disapproval. While
political antipathy towards Mos-
cow may play a part, consciously
or otherwise, in their attitude, it
is cavable of explanation also on
economic grounds alone.
At the time of writing, the full
details of the:pact are not yet
available,  but it is understood
that the Br.tish  Government has
- accepted the Russian terms re-
garding’ the adjustment of the
credit agreement of 1941,  This
concession entails a drastic reduc-
tion of the amount of the debt, a
reduction of the interest rate from
3% to %%, a four-year mora-
torium, #nd an extension of the
period of repayment. Britain has
certainly made  a . considerable
financial sacrifice which, the
critics of the pact contend, she can
ill afford, and which the Treasury
refused to accept while Mr. Dalton
was Chancellor of the Exchequer.
However,. since the Soviet Gov-
ernment would not pay in any
case ‘more than the amount due
under the terms of its own choice,
~ the sacrifce is more nominal than
Teal, 3
The question is, will Britain
secure advantages under the pact.
in return for the concession?
Soviet Russia is to export 650,000
tons of coase grain at reasonable
prices, in return for British indus-
trial equipment for timber pro-
duction ani transport and other
manufactures. The cr’tics main-
tain that, while ths looks well on
paver, in reality nothing has been
settled. . "For the Soviet Govern-
~.aetn is in ‘a position to back out
of the agreement on the ground
that the price of British manu-
. factures is too high or that deliv-
- ery dates are too remote. The
British, Government 'is not in a
position to guarantee either price
or. delivery dates, since that de-
pends on tke private firms with
which the Soviet Government is
'to - negotiate agreements.  Al-
* though the Soviet Government
has undertaken to. deliver fixed
" quantities ~at definite prices, the
British Government could give no
such undértaking. 2
Critics of the pact suspect that,
in order to- satisfy Moscow, the
. British Government has promised.
to give absolute nriority to exports:
to -Russia, . If ‘this is true, they!

Dr. Paul Einzig

say, the .pact would present n:
direct economic or financial ‘ad-
vantages. For, owing to the limi-
tations .of the produc.ng capacity

| |of ‘the Br:tish- engineering indus-

try  and .other exporting indus-

tries, the diversion to Russia of|.

part of the output would simply

{ |mean less exports to the Argentine

and other hard currency countries
and less imports from those coun=
tries.. The Russian pact would not
improve the British trade balance
'in relation to hard currency areas:;
Moreover, it is feared that coun-
tries such as Canada would resent
any divers'on to Russia of goods
which they would be able to ac-
cept in payment for their export
surplus to Britain, :

Supporters of the: pact argue
that the present arrangement is
merely the thin end of the wedge,
as it will be followed by agree-
ments for the purchase of large
quantities of Russian wheat, tim-
ber, and perhaps even cotton in
return for Britsh manufactures.
They are in favor of the pact be-
cause of its essentially bilateral st
character. - No credit is granted
by either country to the other and
no payment in. gold, hard cur-
rency or convertible currency. is
required for any temporary export
surplus. Trade between Russ'a
and Britain is supnosed to balance
over a period of three to four
years, -even if in the meantime
there may be surpluses and def.-
cits. . This is in keeping with the
new  trend of “safety first” in
foreign trade which is gaining
ground in British opinion as a re-
sult of the failure of the prema-
ture -attempt at multilateralism
through convert:bility.

Another argument put forward
by supporters of the pact; that it
tends -to straighten Britain’s bar-
saining vosition in relation to the
United States. The discovery that
the ' Geneva  agreement, so far
from improving the chances of
Empire rubber growers to export
natural 'rubber ' to the United
States, has made ' their positicn
even. worse, has led to the con-
clusion that Brita'’n ought to try
to strengthen her bargaining po-
sition ‘at all costs. Even though
there is more criticism of the un-
believable incompetence -of the
British negotiators  than of the
shrewdness of the American ne-
gotiators, it is widely felt that
something must be ‘wrong w!th
the prevailing spirit if it leads to
such bad bargains. But for the
bad impression caused bv what is
described as a clever trick played
on the British negotiators in the
matter of rubber, there would be
here much more active opposition
to the trade pact with Russ:a,

Wheelock & Cummins Now

Members of Chicago S. E.
CHICAGO, ILL.—The Executive
Committee of The Chicago Stock
Exchange have announced the ad-
mission of Wheelock & Cummins
Inc, as a member corporation. The
membership is held by Howard R.
Mullins who was recently elected
Vice-President of that company.
Mr.-Mullins has been a member of
the Exchange previous to his asso-

-ciation’ with  Wheelock ' & Cum-
:mins, Inc., which maintains offices

in Des Moines and Chicago.

following pro-

:Richard = E. Thomas,

‘tors of Bankers Trust Company

NEWS ABOUT BANKS
AND BANKERS

ZONSOLIDATIONS

VEW BRANCHES

VEW OFFICERS, ETC.

REVISED
CAPITALIZATIONS

Edward L. McNicol was ap-
nninted Vice-President of J. P.
Morgan & Co. Inc. on Dec. 17 by
uie wodid 0L Diceclo.s at their
regular meeting.. Edward E. Nor-
ris, Frederick R. Moseley, Jr., ar.d
Thomas Rodd 3rd were appointeu
Assistant.. . Vice-Presidents, = Mr.
McNicol -has -been long in. charge
of the Fiscal Agency Depaitments
of J. P.-Morgan & Co. Inc. He
joined  the ‘staff of ‘the bank on
Aug. 10, 1899. . -
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Following a  meeting of the
Board of Directors of the Bank of
the Manhattan. Co. of New York
on . Dec: 18, F, Abbot: Goodhue,
President, an- . '
nounced the

motions:

Richard ' H.
Leslie, Comp-
troller, ap-
pointed Vice-
President and
Comptroller;
Charles A.
Agemian,John
Fetherston,
William J.
Jantzen, Chas.
Jensen: Jr,
John A, Maher,
Edward F.
Stauderman
and George J. Varley, former As-
sistant Treasurers, were appointed
Assistant Vice-Presidents. Andrew
McGray, Assistant Secietary, was
also appointed an Assistant Vice-
President; Edwin J. Asher, J.
Stewart Baker Jr., Theodore W.
Brooks, Thomas D. Byrnes, Thomas
J. Cahill, Charles F. Clines; Cyrus
E: DeHondt, George A. Dineen,
M, William Downing, James H.
Higgins, II, John A. Kleinschnitz,
John C. MacLeod, Cornelius D.
Pelletreau, August W, Rehberger,
Frank O. Sandstrom Jr. and John
L.. Taylor were appointed Assist-
ant Treasurers.

Mr. Leslie started his banking
career with the Bankers Trust Co. |
In 1924 he joined the International
Acceptance Bank and in 1929 be-
came Auditor of that institution.
The Intérnational Acceptance
Bank was merged with Bank of
the: Manhattan Company in 1932.
Mr. Leslie was appointed an As-
sistant Cashier in November, 1932,
and in 1937 Assistant Vice-Presi-
dent, Comptroller Jan. 1, 1945.

* £ 3 £

The National City Bank of New
York announces the: appointment’
of the following officers: George
N. Coe, William J. Cosgriff, Ed-
ward. L. Crabbe, Francis K. John-
son, Peyton F, McLamb, Matthew
A. Moosbrugger, Wallace Rey-
nolds, Frederic' M. " Satterfield,
Everett C. Southwick and Bernard
T. Stott as Assistant Vice-Presi-
dents and Gordon W. Bullock
Thomas F. Creamer, Alexander
Drysdale, John H. Eglinton, James
F, Jaffray, Sven Borup Jensen, P.
Henry Mueller, Edwin A. Reich=
ers, Frank Sauter, Theodore R.
Scholey, Carl E. Schwendler and
Assistant

Richard H. Leslie

Cashiers,

%
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- Thomas J. Watson, Jr., Vice=
President ' of International Busi-
ness Machines Corp., was on Dec.
16 elected to the Board of Direc-

of New York, it was announced
by S. Sloan Colt, President. Mr,
Watson was elected Vice-Presi-
dent and a member of the Board
of IBM last year, following his
return: from the Army Air Corp.
in which he enlisted as a private,
and attained the rank of Lieuten-
ant-Colonel. He served as a pilot
in Africa, India, Russia, and in the
Pacific Theatre.. He is: among
other activities ‘a director of the

National Foreign Trade Council,
Di eitory of Directors Company,
and the New York Board of Trada,

& , &

Harry J. Pugh has been ap-
pointed Assistant Vice-Presider.t
of The Corn Exchange Bank Trust
Co. of New York. Mr. Pugh'was
formerly an Assistant Secretary.

£ * 0

Walter G. Kimball, Chairman of
the Board of The Commercial Na-
tional Bank and Trust Co, of New
York, announced on Dec. 18 the
following official change and ap-
pointment, effective Jan. 1; Edwin
G. Gallaway, Assistant Cashier, to
become Assistant Vice-President;
John S. Shaw, Jr,, appointed Ags-
sistant Cashier.

3 % Bt L

The resignation .of Donald A.
Moore as Assistant Secretary of
the New York State Bankers As-
sociation to accept the position of
Executive Vice-President  of  the
Poughkeepsie Trust Co., Pough-
keepsie, N, Y., was announced on
Dec. 22 by William A. Kielmann
President of the Association. 'Mr,
Moore who will assume his new
duties on Jan. 1, began his bank-
ing career in 1925 with the Wy-
oming Ccunty National Bank of
Warsaw, N, Y. Later he beceme
associated with the Central Bank
of Kenmore, N. Y. becoming
Cashier of that institution in 1930;
In 1933 he was appointed Cashier
of the First National Bank of Al-
tamon, N. Y. In 1937 Mr. Moora
went to Canandaigua to become
Treasurer of. the Ontario County
Trust Co., and later assumed the
additional office of Secretary of
that institution. In 1944 he.became:
Assistant Secretary of New York
State Bankers Association, New
York City.
Moore has acted as Secretary tc
the Association’s Committee on
Agriculture as well as its' Com-
mittee on Bank Management and
Research. He also has served as
Registrar of ' the’ ' Association’s
Bankers School of Agriculture,
ete. :

£

Ed B 0
‘Roldnd Cree: Smiith, for many
years an employee df the Lawyers
Trust Co. of New York has been
made an Assistant Secretary.
% # #

Sterling = National Bank . and

| Trust Co. of New York announced

on Dec. 19 that Charles: O.
Mitchell, formerly Assistant Comp-
troller, ‘has been elected ' Comp-
troller of the Bank, Clifford J.
Sinton, formerly Auditor, has been
elteced Assistant Comptroller;
Stanley H. Grant, in the custom-
ers relations department, has been
elected Assistant Cashier; Frank
T. Porter, Manager: of the per-
sonal credit department, also has
been elected an ‘Assistant Cashier.
) st #*

At the annual meeting of the
Board of Trustees of the Union
Dime Savings Bank of New York,
William L. DeBost, President of
the bhank, was made Chairman of
the Board, and J. Wilbur Lewis,
Executive Vice-President; was ad-
vanced to the Presidency, to take
office Jan. 1. Mr, DeBost remains
as the chief executive of the bank.
Prior to coming  to the Union
Dime, Mr. DeBost was associated
for many years with the Cruik-
shank Company and was a Vice-
President and director of  that
company when elected President
of the Union Dime in 1924. J. Wil-
bur Lewis, newly elected Presi-
dent of the’ Union Dime Savings
Bank, started his business career
at the Union Dime in 1911. He has
served in various capacities. ‘In
1936, when Treasurer, he was
made a trustee, and in April, 1944,
he was elected Executive Vice-

In this capacity Mr

President.  Mr. Lewis has been
active in Group 1V of the Savings
Banks ‘Association’ of New York
State,; and is a membker of the
Bond Men's Club of New York,
a director of the Fifth Avenue
Bank, ete,

Herbert L. Williams. a Vice=
President of the Urion Dime Sav-
ings Bank, was elected 'a nember
of the Board of Trustees at the
annual meeting in December. Mr,
Williams is in charge of the real
estate and morteage desartment
of the bank, with which he has
been associated since April; 1944.
Prior to that he was a senior of-
ficer in the trust department of
the Central Hanover Bank and
Trust Co. ’

On- Dec. 22 Mr,” DeBost “an-
nounced . that ' Miss' Mabel F.
Thompson, Director of the Service
Department, was ‘elected an' As-
sistant Secretary of the bank at
the last n.eceting of the.board of
trustees. : ¢

ES £ £ i 9

DeCoursey Fales, President ' of
The Bank for Savings in the City
of New York, announces the ap-
pointment of Russell Sillery as
Assistant Vice-President. Mr. Sil-
lery is also Comptroller and has
been associated ‘with the  ban!
since 1922. ?

Ed & LB

President Herbert J. Vogelsang
of the Niagara National Bank of
| Puffalo, N. Y., announced on Dec.
112 the election of Maurice J. Brick
as Assistant Vice-President, and of
Douglas “H. ' Fay as Assistant
| Cashier. This was made known in
the Buffalo “Evening News,” from
which it is learned that Mr, Brick
joined the bank staff in June,
1946, while Mr. Fay joined the
staff in May, 1946.

% " "

Carrol M. Shanks, President of
the Prudential Insurance Co. of
America, on Dec. 16 was elected
a member of the ‘board of direc-
tors of the Fidelity Union Trust
Co. of Newark, N. J. Announce~
ment of the election of Mr, Shanks
was made by Horace K. Corbin,
Fidelity Union President, follow=
ing a meeting of the board at the
main office of the bank in
Newark.

' Wi g

The  stockholders of Clinton
Trust Co. of Newark, N. J., on Dec,
16 approved the offer of the Fidel=
ity Union Trust Co., also of New-
ark, to purchase the entire assets of
i Clinton 'Trust "Co., including its
two banking offices in Newark.

Approval was given at a special

meeting of preferred and common

stockholders of Clinton Trust Co.
held in the bank’s main office,
As a result of acceptance of the
Fidelity . Union’s = offer, effective
at the close of business on Dec. 19,
| the two banking offices of the
Clinton Trust Co. opened for busi-
'ness on Dec. 22, as branches of
the Fidelity. Following the action
.of the stockholders of " Clinton
| Trust:Co. in joining with the Fi-
i-delity Union Trust Co., the latter
will now have 12 branches in
Newark and East Orange. At the
"Dec. 16 meeting,  substantially
more than the required number of
i stockholders of Clinton Trust Co.
approved the sale to the Fidelity.
The Commissioner of Banking and
Insurance of New Jersey has al-
ready approved the sale and the
new branches of Fidelity Union,
Fidelity Union Trust Co. planned
to notify preferred  stockholders
of Clinton Trust Co. to submit
their stock certificiates and scrip
for payment on or after Jan. 2,
1948. The full retirement value
of $50 per share, with dividends
accrued to Jan. 2, will be paid on
the * preferred - stock. Common
stockholders of Clinton Trust Co,
will be paid $14.82 per share after
March 1. Officers at Citizens-
Clinton Branch of Fidelity Union
Trust Co., according to the an-
nouncement on Dec, 16, are T. L.
Crooks, Vice-President; Arthur B.
White, ' Second = Vice-President;
Howard G, Zenk, Assistant Treas-
urer; Frank - Gaetje,: Assistant

(Continued on page 33)
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By JOHN DUTTON -
" Two weeks ago I met a’vice-president of alarge fund that

.has been investiug substantial sums for many years.

1 asked' him

~what he thought of the outlook for business, investments in general,

‘and’ securities prices.
.question ‘that' will take too long
‘anothet man who has been inve
‘@ century, He has accumulated
‘astute students of the economic
.answer to my cuestion as to the
ders as if to say “who knows?”
‘the export business.

He grinned ‘and replied:

He naturally is quite

““That’s ~ a’ 'short
to answer.” Later I spoke with
sting in securities for nearly half
a fortune and is one of the most
situation ‘I have ever met. His
outlook was a shrug of his shoul-

One of my other friends is in
bewildered . due to the

' chaotic conditions in that field—he, too, war_lts,to_kn‘ow what t_he
future will bring. Several other well qualified individuals with
.whom I have discussed the business outlook have also frankly

“admitted their inability to forecast the future qt. ;
Here is a condition of uncertainty,

¢ What does this all mean?
" doubt and confusion in the minds
“understanding of ‘such matters
_investor. It means just one

this time.

of those who should have a better

than the ordinaty run of the mill
thing—that this public state of mind

‘offers an opportunity for a salesman to go out and do business pro-

viding he has convictions. !
“of ‘my trader friends had left hi

-for another firm as a retail salesman.

Several weeks ago I learned. that one

s position and had gone to work
When he left his trading

.desk he told me he couldn’t make things go: anywhere—it was too

‘- slow. sitting there all

day long ‘waiting for the

phone to ring.. ‘I

. spoke ‘with " this ex-trader the other day and he told me' that he

was surprised to discover that there was

“if you went out end looked for it.
waiting ‘for some one to call on

plenty of business around
He said he found people actually
them and tell them what to do.

Instead of the cold shoulder when he visited ‘new prospects he
- founid ‘them verypleased to grant an interview. The woods are
not full of security salesmen out making calls these days—remember

. that; too. _
-like to have assistance in getting

alone that.must be in every investor's ‘bank box today offer oppor=’

Besidces, “every  one has

some headache and he would

over it. The tradeout possibilities

* " {unities for salesmen to go out and do enough business so that he

shouldn’t have any difficulty in'ringing up

had ‘in years,
; Incidentally, the export fell
ahead of him in his business had

_at this 'time that he couldn’t use in his own company,

some securities with these funds.
salesmen and why they earn their

. those with the creative imagination,

victions, to go cut and find such

the best January he has

ow who didn’t know what was
considerable extra cash available
so he bought
There is one reason why we need
commissions—it’s because it takes
and the courage of their con-
cogent reasons as these for people

to do business with them. It’s out there if you have something to

“sell that you believe in,
. go to go out and get it.

but it won’t come looking for you—you've

 Perw’s June 26 Offer to American Investors Is
Not Meeting With General Acceptance

* ‘ We have been advised by the New York Stock Exchange that
exchanges of the Republic of Peru’s External Bonds under the June
. 26,°1947; plan only total $5,350,000 up to' Dec, 10, viz.:

. 1s of 1959 $ 678,000

3,055,500

7 65 of 1961 1,616,500
. The original underwtiting of
" these three extérnal issues totaled
* $115,000{000:40f which%$81850,000
" were outstanding. The difference,
we were advised, is probably due
-to sinking - fund operations, - re-
« tirements before 1931, and repa-
* triation since that date.

[ For
Profit
% 1 r =t v af e
The $5. Preferred stock. of an .
g85.year-old New England com: -
pany, which "has a dividend
accomulation - of §77 a share,
Earnings over the previous ten
years have averaged §2130 a
share. il
While no dividends have been
- paid’ for a number. of. years,
earnings  in - nine of the past
ten" years ‘covered annual divi-
dend requirements by a wide
margin. - i
" 'Recent price 37
Ten-year average earnings in
the Common $4.07 a share.
Recent price 7
Descriptive analysis of this
‘special situation mailed
"“on request

Raeprrond s 0

148 State St., Boston 9, Maga.
Tél. CAP, 0425 Teletype BS 2569

"} ‘' N. Y. Telephones: HAnover 3-7914 -~
' \ and WHitehall 3-9030

"\

On June "26, 1947, nearly six
months ‘ago, Peru offered Ameri-
can investors-in ‘these three ex-
ternal bond.:issues a plan to skin
all interest-payments for the past

on the following reduced basis:
1% for the first two years; 1%2%
for the second two years; 2% for
the third two years and 2%% to
the maturity of the new bonds in
1997,

Since the inception of Peru’s
offer, the Foreign Bond Holder’s
Protective Council have recom-
mended bondholders not to accept
the plan.

Benton & Nicholas Admit

Benton & Nicholas, 11 Wall
Street, New York City, members
of the New York Stock Exchange,
will admit Herbert M. Dreyfus,
member of the Exchange, to part-
nership on Jan. 1. Mr. Dreyfus
has been active as an individual
floor broker.

16 years ‘and:to resumé ‘interest.

b 8L e

 United Stat

plans be made accordingly. ‘Concludes a

By A, W. ZELOMEK *

“‘Economist, International Statistical Bureau, Inc.

on sounder basis. '

es and World Crisis

‘Mr. Zelomek holds Marshall Plan is just “another blueprint of the future” and is conceived in an emer-
gency. ' Says Europe is in a bad way 5“}{ stabilized currencies are badly needed before recovery can
get under way. Asserts Communist parties in Western Europe have lost ground, and doubts our fo"reig'ﬁ
aid will cause inflation. - Sees possibility of fairly sharp but temporary decline in business and advises
general advantage would result if production and prices were -

Industrially, we are thé hope of the entire world. Yet the possession of Stx‘ength
does not in itself guarantee that we will save the world.

v The strength must be used; it
must be used intelligently, and it must be used against great opposition. Syt

When a
speaker pre-
pares remarks
on- such a
subject he has
a number  of
alternatives. I
doubt wheth-
er there is a
single one' of
us  but has:
very.. strong
views about
what he be-
lieves should
be done. It is
az] Wiy SR e e
temptation for A. W.. Zelomek -
a ‘speaker to - s
express these views. If he is an
official, publicly charged with the
responsibility  of developing  or
carrying out a program, defense
of his own views is more than.a
temptation;-it is a“positive duty.

Like most of you here I am not
an official, but a private busi-
nessman. My business, moreover,
requires me to eliminate personal
viewpoint as much -as possible,
and to present an unbiased picture
of what is happening and what it
means. I shall not try to influence
your vote. T shall try merely. to
give you an honest description of
the foreign situation, and to talk
in practical terms about the Mar-
shall program, its objects, its
chances of success, and 'its im-
(plications for-our domestic activ-
ity o ; i
| Forgive me if I seem to dwell
on the difference between hopes
and expectations. My organiza-
tion has published a Foreign Let-
ter for years now, ever since be-
fore the ‘war. We have tried, to
maintain there the same objective
approach that I intend to follow
here. But it seems dlmost impos-
sible tojconvince our readers that
what we expect may be the re-
yerse of what we hope:

' So please  remember, I am in-
terested only in facts and reason-
able probabilities. I believe these
will ‘have more practical value
than a discussion of my own
dreams or blueprints for a better
world. They will have the virtue
of hard-headed and first-hand ob-
servation, ‘and a ‘common-sense
recognition of difficulties. I can
take it for granted, I am sure, that

that can be won through United
States leadership, and of the pen-
alty that may be paid if this lead-
ership fails. And I believe that in

most likely to fail is the one who

“An’ address by Mr. Zelomek
before - Commonwealth Club " of

San Francisco, San Francisco, Cal.;
Nov. 28, 1947. il S

Chicago

Over-the-Counter Quotation Setvices'
For 34 Years
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all of us are aware of the prize

politics, as in business, the ‘one

blandly ignores difficulties and is
unconscious of ‘the risks.

New Blueprint

The European  Recovery Pro-
gram, or Marshall Plan, is’still an-
other blueprint of the future. It is
not yet complete; many details are
still to be filled out; yet it isstill
a blueprint, and as such is similar
to some of the other blueprints we

.| have had in the past few years!

You will recall ‘that one of the
earlier ‘blueprints : visualized an
American-British-Russian-part-

Plan that would ‘level the indus-
tries of Germany. This dream, of
course;, did not last very‘long or
lead 'to. much: progress. in fact, it
had to be thrown'out.’ We may be
pardoned, therefore, if we look at

lnew plans with a--critical . eye,

since so many of the old ones have
been worthless.

Europe in Bad Way

One of the reasons so many of
of the earlier plans have failed is
that they were too small to cope
with the big problems we face.
Let us keep a few facts in mind:

(1) In Europe, there have been
and will continue' to be marked
shifts among - parties, plans and
policies, not so much because gov-
ernments are moving according to
a blueprint, but as a result of
shifting political forces,

(2) Starving ~and - pauperized
masses in Western Europe hoped
all during the war for a quick re-
covery ‘and ‘a rapid improvement
in. their ‘position to well -above
prewar levels.

(3)/The old parties and social
groups, which were more or. less
based on: the solidity of Western
Europe’s middle classes, no longer
have much political influence.

on a shaky balance between, Left
and Right Wing - forces, making
concessions to both groups; they

not control.

Don't forget that the dilemma of
postwar Europe-is rooted-in the
fact that the old social ‘structure,
molded by 150 years of expanding
activity and trade supremacy, still
survives; but ‘the :conditions. on
which it was based have been de-
stroyed.: It‘will obviously be im-
possible. to restore exactly those
conditions ‘on which the old soci-
ety was based. And a new society

they  exist. now Wwill ~not' be
formed without: great upheavals.
We face a ‘major, long-term prob-
Iém '~ the ‘reéconstruction’ of an
éntire society. 1l b o

Long and Short-Term Conflicts
" These social problems are long-
term issues. With:all the good-
will  and;  intelligence " ‘and’’ re-

{1 sources in the world, they cannot

be solved in‘a ‘day.. That is-ohe
.of the "great difficulties.” When
something ‘must be done immedi-
ately, . policies ‘are determined
mainly by .‘that immediate need,
and’ this “may’ be “entirely unre-
lated to the long-term:need' or
even be counter to it .

.. Moreover,  some of these pol-
icies that are based on immediate
needs are presented to the publit
as offering ‘a’long-term solution.
The " financial “aid ‘provided * for
Great Britain last year, for exam-

diate "and urgent neéd.

nership, enforcing ‘a’ Morgenthau.

(4) Consequently, most govern-
ments in Western Europe’depend |

drift with a current that they can-

better' adapted to: conditions as|

ple, was in response {o an imme-|
It wast

o b 4 -1k 2 b T SR Y

purely a stop-gap measure. ' Un-
fortunately, it was presented-as a
long-ierm remedy. It was ‘de-
scribed as a sufficient foundation
ior a ‘long-term' readjustment in .
Great Britain and a révival of the
world economy.

Marshall Plan:Also Conceived
; in Emergency

It was easy enough to look
ahead some time ago and see that
somnétning like the-Marshall Plan
would " 'be'"forthcoming.”" Last
March, -in'' our - “Foreign  Letter,”
we pointed‘out during the debate
on Greek and Turkish-aid that"a
“comprehénsive . long-range pro-
gram remains to be'evolved and
its evolution will require time and
will be influenced during the next
year or two by many new'devel- -
opments both at home and abroad.

‘The most important foreign polit-

ical factor will be the position and
activities of Russia.” e

If we had known last ‘March
that this ' comprehensive ‘long- !
range program would ultimately
be proposed by Secretary ' Mar-
shall, rather than by some other
public figure, we could have been
talking about the Marshall pro~
gram before the Secretary’s:.fa- -
mous address  originated - that
name. o .

The point I would make now,
however, is not merely that the
Marshall” development: was' easy
to ‘foresee. "1t ~was  plain for
months before that it would have
to happen. It 'is doubly signifi-
cant, therefore, that this plan; like
most of the earlier ones, was pre-
sented only when an'immediate
emergency made some action im-
perative, - Congress 'had ' clearly
resented the pressure placed on it
to grant piece-meal assistance,
first'to Great Britain and then to
Greeceiand Turkey. Nevertheless,
foreign affairs were ‘going from
bad: to’ worse. Britain wWas about
to make its experiment with ster-
ling convertibility, an experiment
foredoomed to failure; her mili-
tary * expenditures ' in 'Germany
were far heavier than they had
been in.Greece; and she had com-
mitments in Palestine that would
certainly be easiér to discard than
those in India. The situation in
Germany ‘was . becoming critical.
Communist parties were making
open and rapid gain§ in political
strength  in  Western ' Europe.
Somethirg had to' be 'done, and
done quickly. ] :

I was in Europe when the Mar-
shall program was announced. The
results were' electrifying.” Yet it
was not possible for e to forget
for: a ‘minute that' this' proposal :
too had been made  under: the :
pressure . of - eévents; that it ‘could .
not’ become a’ real  programfor
many ‘months; andthat the favor-
able first response ’in: European -
countries was no more than should
have been 'expected, ‘since’ they
had.everything to gain and noth-

ing to lose. ' :
Problems Ahead

1 believe most of us know. just
about' what conditions' in ‘Europe
are like. S Sl

Replacement of capital equip-
ment since the war has been' lim-
ited miainly to a few categories
and hds not prevented a further

| deterioration of plant. Many busi-

ness ‘organizations are still deror-

.alized, their key men lost." The

food situation is’ serious but un-
(Continued on page 21) '
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i~ SEG Announces Revised Proxy Rules -
Rules become effective Dec. 18, but until Feb, 15, 1948, persons
soliciting proxies may use either old or new rules,

The Securities and Exchange Commission announced on Dec, 17
that it has adopted revised proxy rules under the Securities Exchange
Act of 1934, The revised rules are made effective Dec, 18, 1947, but
it will be optional with persons making a solicitation to use either the

old or the new rules with respect®

to rany solicitation = commenced
prior to Feb. 15, 1948.
.. The response to .the Commis-
'sion’s invitation for ‘comments on
the 'revision was very generous
and the comments and suggestions
received were, as a  whole, most
. constructive - and - helpful to the
Commission in the preparation of
. the final draft of the rules. While
. the rules as adopted are substan-
; tially' along .the lineg of the pre-
. liminary draft sent out for com-
ment, the final draft représents
a-number of changes as a result
of the comments and as a result
of further study of the draft by
.. the Commission’s staff.
The Commission'did not adopt
i the revised definition of the term
i “associate” as contained in the
' preliminary ' draft sent out for
.comment, but retained the defini-
i tion of that term as contained in
- the'rules heretofore in effect.
}. ' The new rules restrict even fur-
i- ther than the preliminary draft
i the amount of information called
- for as to remuneration.  The pre-
. liminary draft sent out for com-
~.ment called for  individual re-
I muneration of each of ‘the five
highest-paid officers of the issuer,
7 The final revision reduces this re-
< quirement to the three ‘highest-
“ paid officers of the issuer. =
The revised rules require that
+ follow-up material be filed in'ad-
fivance -of its transmission ‘to se-
- curity holders but this require-
- ment does not apply to copies of
¢ replies to inquiries from security
holders requesting further infor-
“mation or to copies’'of communica-
tions which do no more than re-
quest that forms of proxy thereto-

: fore 'solicited be signed ‘and re-

- turned, &
~-"The new rules require that
‘where the solicitation is' made by
perscnal solicitation-copies of all

© written instructions or other ma-
1erial which discusses or reviews,

or comments’ upon the merits of
any matter to be acted upon and
which is furnished to the persons
making  the solicitation shall be
filed “with the Commission five
days prior to the date it is fur-
nished to such individuals,

The ‘rule which - requires the
mailing of communications for se-
curity holders has been clarified
so as to indicate the circumstances
under: which the management of
an' issuer is required to mail so-
licitation material' so that it will
reach certain beneficial owners of

securities of the class: being so- [\

licited. The revised rule also gives
the management the option of fur-
nishing ' the “security holder with
a reasonably current list of secur-
ity-holders in lieu of mailing his
material for him.

The ' rule which requires  the
management to include a security
holder’s proposal in its proxy ma-
terial has been revised to require
the security holder to furnish the
text of his proposal and the text
of his 100-word. statement to the
management at the time he gives
notice to the management of his
intention to make the proposal at

the meeting. .

The - preliminary - draft = which
was. circulated: for comment: con-
tained a requirement for showing
the ‘per-share“cost of bonus' and
profit' sharing plans :and of. pen-
sion and retirement plans. - After
further consideration this require-

‘ment has' been deleted with re-

spect to both types of plans.
Because of the nearness of the
“proxy season’ copies of the new
rules will be mailed to each. is-
suer to which the:rules may ap-
ply.. Other persons desiring cop-
ies of the rules may obtain them:
within a few days either from the:
principal office of the Commission
at Philadelphia or from the Com-
mission’s regional offices.

N. Y. Gurh Exchange Reslores Trading
‘ in Italian Bonds
Following the resumption of trading on the New York Stock Ex-

change in listed Italian dollar bonds as announced in the “Chronicle”
“of Dec. 18- (page 24) the New York Curb Exchange announced on

Dec. 20 that five Italian bond issues in which trading has: been' siis--
pended since Dec. 12, 1941, will be® :

i reinstated to dealings on its trad-
.ing floor when' the recently. filed
! ‘registration statement covering
..three new bond issues of the Ital-
1+ ian Republic and two of its agen-
.\.cies becomes effective under the
*Securities ‘Act of 1933.

The three new issues of Italian
- securities are to be offered in ex-
!::.change for all of the old Italian

bond issues presently outstanding
-~ in the United States.

The Curb Exchange issues in
{"which trading will be resumed in-
i:“clude Ercole Marelli Electric Man-
li- ufacturing Company 25-year first
¢« .mortgage " sinking fund 6%%

!:bonds, series A, due Nov. 1, 1953, |.

i+ with- ticker symbol ERO. A;Isarco
“Hydro - Electric Company - first
. mortgage 25-year 7% sinking fund
i bonds due May 1, 1952, with ticker
“:symbol :IHY; Piedmont Hydro-
- “Electric Company first mortgage

‘and refunding 614 % sinking fund

bonds, series A, due April 1, 1960,

‘with ticker symbol PID. A: Terni-
i7’Societa per L’'Industria e I Elet-
«tricita first mortgage hydro-elec-

‘tric 6% % sinking fund bonds. se-
~-ries’ A, due Feb. 1, 1953, with
~'ticker symbol TER. A; and United
. Electric’. Service . Company  ex-
- ternal first mortgage sinking fund
- bonds, series A, 7%, due Dec, 1,
1956, with' ticker symbol USY. A.
. ‘When' reinstated -to . dealings,

each of these five issues will be

dealt in flat on the basis of two
types of market.

First, the bonds may be dealt
in with coupons, carrying the last
coupon due’in 1940 and all subse-
quent coupons. This class of trad-
ing in the bonds will be desig-
nated on the Curb ticker with the
symbol WC after the regular sym-
bol for the issue. :

Second, the bonds may be dealt
in ex-coupons, carrying the last
coupon due in 1947 and all subse-
quent coupons. This class of trad-
ing will be indicated by the letters
XC after the regular symbol for
the issue. :
Trading in'these five issues of
Italian bonds was suspended by
the Curb Exchange shortly after
the entry of the United States
into the recent war, at a time
when dealings in the securities of
all Axis nations were halted on
all American exchanges.

Jacques Coe & Co. fo
Admit F. Guienstein

Ferdinand Gutenstein will be-
come a partner in Jacques Coe &
Co., 39 Broadway, New York City,

members: of the New: York Stock:
Exchange, on Jan. 1.. Mr. Guten-
stein was a: partner-in Gutenstein

& Lasdon, - which " is- being “dis=

solved,

Donald Gally to Be
A. G. Becker V.-P.

CHICAGO, ILL. — Donald M.
Gally, formerly Vice-President
; and  invest-
.ment - officer
of Central
. Trust '~ Com-
pany, Cincin-
. nati, - O., has
: been . elected
" a Vice-Presi-
dent as of Jan.
1, 1948, of A.
G. Becker &
Co..  Incorpo-
rated, invest-
ment bankers,
He will' be
‘associated
with the Chi-
cago office of
"the firm,
Mr;: Gally, in_ addition to di-
recting the * general investment
program for trust funds admin-
istered" by ' Central Trust Com-
pany, gained-special recognitior
in ' the - trustfield  for .his work
with ‘common  trust funds. Such
funds, which are ‘a relatively re-
cent development in trust man-
agement, now authorized in vari-
ous states, represent a participa-
tion by smaller trusts in a com-

Donald M. Gally

‘mon investment ‘fund  affording

diversification and other advan-
tages not available under separate
administration. Central Trust
Company was the first company
in Ohio to operate such a fund,
and its successful ‘experience un-
der Mr. Gally’s direction has been
closely followed by trust’company
executives elsewhere:

" Prior to his" association with

Central Trust Company Mr. Gally |

had managed the investment ad-
visory department in the Cincin-
nati office of Diminick & Domin-
ick and had been with the invest-
ment counselling firm of Haydock,
Peabody and Lull, Cincinnati as-
sociate - of Scudder, Stevens: &
Clark. He is a native of Brook-
lyn, educated at the University
of. Cincinnati- and Babson Insti-
tute, ‘and- has ‘been engaged’ in
investment work throughout his
business career. -

Billett Named for
NASD Chairman

WASHINGTON, D. C.—Nomi-
nation of L.Raymond Billett, Chi-
cago, as Chairman of the Board
of Governors of the National As-
sociation of Securities Dealers,
Inc.,, was announced at the offices
of the Association Dec. 19. Mr.
Billett is a partner of the invest-
ment banking firm of Kebbon,
McCormick & Co. Present Chair-
man of NASD is Herbert F. Boyn-
ton, of H. F. Boynton & Co.,, Inc.,
New: York City. '

Other officers nominated for
1948 follows: . Vice = Chairmen,
Joseph L. Ryons, of Pacific Com-
pany of California; Los Angeles;
Robert C. Kirchofer. of Kirchofer
& Arnold, Inc., Raleigh, and
Treasurer, W. Rex Cromwell, of
Dallas Rupe & Son, Dallas. Wal-
lace H. Fulton, Washington, was
nominated Executive Director,

Election of officers: will take
place at a meeting of the Board

of Governors Jan, 12-13 at New
Orleans.

The nominating committee,. all
retiring Governors of the Associ-
ation, follows: William K. Barclay,
Jr., Stein Bros. & Boyce, Phila-
delphia; Irving ‘D. Fish, Smith,

Barney & Co.,- New York; Firmin'

D. Fusz, Jr.; Fusz-Schmelzie &
Co., St. Louis; B.- Winthrop Piz-
zini, B. W. Pizzini & Co., Inc.,
New York; John B. Shober;, Wool-~
folk, Huggins & Shobber, New
Orleans; J. Robert Shuman,-Shu-
man, Agnew & Co., San Francis-
co; ‘and Burdick  Simons. Sidlo,

‘Simons, Roberts & Co., Denver.

The Same Old “'Stuff"”

“A carefully devised program of credit controls,
plus continued rent controls, plus price ceilings and
: allocation controls on 60 to 100
key items, should, if vigorously
administered, be adequate to halt
inflation in the next few months.
. More ' sweeping ' controls over
.-prices and wages should be made
-available now, but only for use
as a'last resort, ,

“Such a program will not en-
able us to avoid some economic
readjustment. The price rises of
the last 18 months have made

3
Chester Bowles '

that  inevitable.
modify materially the impact of

But it should

3 whatever trouble may lie ahead.
If we fail to act we may be headed for a major

economic disturbance.”

—Chester Bowles in the New York “Times.”

Such, of course, has been the essence of Mr,
_Bowles’ philosophy from the first. It is the philoso- .
phy avowed by the President in 1946 (that is, prior
to the elections), and it is the “ideology” so definite-

ly rejected by the people in November of last year. -
It is likewise the type of reasoning so quickly and so

- fully abandoned by the President after the Novems-
ber hand had written on the wall. ;

‘The President apparently has again reversed

himself. We doubt if the

we hope not,

people have. Certainly,

Kaehler Talks to Class

at Califernia University

President of San Francisco Stock Exchange reviews history of
corporate form of organizations and describes operations of trans-
actions on the Exchange,

Ronald E. Kaehler,

President’ of the San Francisco' Stock Ex-

change, was guest speaker on Dec. 15 before the Corporate Finance

Class at the University
In his address,
form of
organization r:
a ngd “{lh ein-
creasing - dis-
persion of cor-
porate owner-
ship. With this
foundntion,
Mr. Kaehler

.| explained the

facilities pro-
vided by the
Stock Ex-~
change for the
purchase: and
sale of the in-
vestments - of
stockholders.
He pointed
out that common  shares of the
corporations have no maturity and
an investor buying common stock
would be a permanent investor
unless these shares were trans-
ferable. The advantages of the
markets ‘provided by the Stock
Exchange were explained to the
class as well as the complete op-
eration of the Exchange.

In his address, Mr. Kaehler
pointed out that during the past
100 years, the ownership of se-
curities had increased at an ex-
tremely rapid rate and that today
the large corporations have stock-
holders in every city and town
i: the United ‘States and many
stockholders in foreign countries.

With this background, he told
the class that the stock exchanges
of America provide a central mar-
ket place where, through the vast
wire systems of the member firms,
orders to buy and' sell are con-
céntrated on the floor of the Ex-
change.

Mr. Kaehler then described the
Floor operation by - tracing an
order placed by a member of the
class through the brokerage office
on to the Floor of the Exchange
and back to the student.

He described briefly the form
of organization under which stock
exchanges are - operated; the

method of acquiring membership

Ronald E. Kaehler

thereon: and: the privileges "ac-
quired through membership.

of California, Berkeley; Cal. :
Mr. Kaehler re\fiewed the history of the corporate

A 'short description was given
to the class on-the operation of
the - Clearing House and  the
methods by -which ' the clearing
sheets 'were  prepared for the
brokers. ‘ 3

At the conclusion of the ad-
dress, 10 minutes were allowed
for a question period which period
was entirely - consumed - by the
questions submitted by the
students.

.| Atherton to Head

l" G ’ L ’
Phila, Secs. Ass’n in’48

PHILADELPHIA, PA.—Dudley
R. Atherton, Jr., of F. S. Moseley
& Co., has been nominated for
the office of President of the
Philadelphia Securities Associa~
tion by the association’s nominat=
ing committee, to succeed William
B. Ingersoll, of Stroud & Com-
pany, Inc. Traditionally nomina-
tion to office in the association
is equivalent to election.

Other  nominations ‘announced
by the committee are: Paul W,
Bodine, Drexel & Co., Vice Presi-
dent; Newlin F. Davis, Jr., Kid-~
der, Peabody & Co., Treasurer;
and Harry L. Heffelfinger, Samuel
K. Phillips & Co., Secretary.,

For membership on the Board
of Governors to serve for three .
years the following have Dbeen
nominated: Dudley R. Atherton,
Jr., Paul W. Bodine, Harry L,
Heffelfinger, and Sewell W.
Hodge, of Provident Mutual Life
Insurance Company.

. The annual meeting and elec-
tion. of the association will ‘be
held Thursday, Jan. 8, 1948 at the
Broadway Hotel.

Holmes & Sandman Admits

STOCKTON, CALIF.—Otto E.
Sandman; formerly-sole proprietor
of .Holmes :& Sandman, 343 East
Main Street, has admitted Philip
D. Piltz to partnership in the firm,
Mr. Piltz was formerly with Wals~
\ ton, Hoffman & Goodwin.
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~ What's Neede

Vice-President, Scruggs-Vandervoort-Barney, Inc, St. Louis, Mo. ‘
Mr. Slater, contending main job is not production but better distribution, warns retail sales are declin-
ing, measured in sales volume. Points out reasons to salesmen for doing a better job in 1948, and
urges more thorough thinking and more c

By ROGER L. SLATER*

joint problems.

d For Better Selling Job?

ooperation by both salesmén and retailers ‘in: solving their -

Before entering into the main topic of “What shall salesmen do in 1948 to do a
better selling job,” I think it is best to set the stage with some of the economic condi-
tions as they exist in retailing today. There is a definite trend toward large chain and

vertical set- '

ups which

tend to elim-

inateasales

organiza-

tion, There-

fore, any sales

organiza-

tion ' should

ook to the

independ-

ent retailers of

ithe country

for their con-

tinued growth

and earnings.

~In’ genéral,

prosperity 'in' ' Roger L. Slater.
this country ¥
depends entirely on  our abll}ty
{0 distribute goods. ‘American in-
genuity has always found a way
{o produce what is needed
whether. it be . for war or for
normal consumer demands. There-
fore,. the country’s ‘productive
capaeity  and: resulting = pros-
perity is limited solely by the
ability to distribute goods. This
makes your function as salesmen
of paramount importance in the
program of distribution and the
yole of the independent retailer of
like importance.

A store merely acts as the pur-
chasing ‘agent for the people in
the community which it serves,
and it behooves you gentlemen to
see that the store is supplied with
ample merchandise at the time
Ahe consumer wants it, in quanti-

prices they are 'willing to pay, an
‘under conditions that will leave
a net profit to the retailer. The
problems  of the retailer today

 primarily exist because the flow

of merchandise to the consumer
.does- not ‘live up to these four
points.
A Better Selling Job

. So now we come to the question
of how you can do a better selling
job.in 1948 from our viewpoint,
ihe retailers. 4 :

In your position as-salesmen, it
As necessary for you to'look after
the best interest of your particu-
Jar manufacturer, your boss, and
‘at the same time the best interest
“of the store buyers. You are faced
‘with the problem of helping your
‘manufacturer solve his problems
“of distributing goods as well as
‘¢rying to complete plans that will
‘soundly move the greatest amount
“of your merchandise from the re-
“tailer’s shelves. Many times you
‘will = have ' seemingly opposing
.schools ‘of thought which you, as
‘the salesmen, will have to try to
‘solve to the best interest of both
“parties. 7
.. In order to distribute goods suc-
cessfully today, the one single
“point ‘that I feel we all have to
.remember first is that we are try-
-ihg to sell the customers, and we

‘must look at all of our problems |

‘from thé standpoint of the ulti-
‘mate consumer and not from the
‘standpoint of doing’the job in the
‘easiest manner possible because
“of our own mechanical problems.
The consumer is not the least
-bit “intérested in our difficulties
‘and wants no part of them—she
‘merely wants the merchandise
‘when she wants it and at the right
priee. :

.. -This: brings up one paramount
‘fault that I would say has been

*A talk by Mr. Slater: before
:{he National Association of
«Women’s and Children’s Apparel
-Convention, St. Louis, Mo.; Dec.
-15, 1947,
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in existence for a -considerable
time and one which  this {group
should® do its utmost to correct.
There - havé been entirely too
many loose: promises on the part
of salésmen as to when and in
what quantit ies merchandise
would be received by:a store. Too
many times it has been based on

wishful thinking -on. his- part,
{rather than on fact — probably

motivated by the 'idea that’if he
was too truthful as to delivery
date, ‘etc., he would not receive
the order, If .you.cannot ship the

merchandise on time, it would be:

better not to take the order.

Late Deliveries

One of the reasons for the poor
showing by some retailers, both in
volume and profit in some depart-
ments during the past few months,
has been due to these late déliver-
ies. The stores lost potential vol-
ume and subsequently took
markdowns on the merchandise
because ‘of the - untimely - ship-
ments. Therefore, “you cannot
klame them for wanting to avoid
a recurrence of this.

Another point that has become
very careléssly handled in some
instances by salesmen is the
breaking of promisés as to con-
fined lines. In many cases, they
apparently do not have sufficient
“nerve” to tell the customer when
there has been a change in their
manufacturer’s policy of distribu-
tion and Iet the customer find out

carrying the lire, This may hap-
pén for many reasons — some of
them out of the salesmen’s con-
trol—but it is still his responsi-
bility to properly advise his cus-
tomer of changes in policy if he
wants to keep his good will, The
change -of distributor alone may
not correct the situation; perhaps
a good honest discussion with the
store management might correct a
complaint and a better job would

| be’ done making a change un-

necessary.

B Rea_,dimg to Pricing

Another point that a salesmen
does not have specific control
over, except to relay back to his
principals, is a store’s reaction as
to the: pricing of merchandise.
This subject is probably the most
serious one in retailing today, and
both the salesman and the manu-
facturer must realize that a de-
partment store is npt just “crab-
bing” about the high pricing of
merchandise, but merely. trying
to reflect the customer’s reaction
as they get it over the counter.
Their constant talking about the
pricing of merchandise does not
mean that the’ retailer-is trying
to “chisel” on prices now, which
criticism’ was a fair indictment of
their = conduct during certain
périods of history. = A

The facts are, gentlemen, that
every department in any store
where the average sale has risen
due to highly inflated prices, the
transactions have fallen off at a
much ' faster rate than the in-
creased prices can compensate for
with the net result that the re-

tailer has less dollar volume in.

that classification. Even more im-
portant than this, he is sérvicing
less people in his community, and
traffic through 'a store is its life
blood, Wé have heard hundreds of
stories from manufacturers that it
costs X dollars to' make the goods;
labor. is ~higher; raw. materials
higher, which may be" very true,
but 'if in so. doing- the item -is
Priced. at-a levél ‘'which will not

'sell or at least not sell in' suffi- |-

‘cient quantities, it does not war-
rant their continuing the manu-

facture of the item or the retailer |
carrying it. Therefore, ways and:
means must be found to make the |

item at a satisfactory price to the
‘consumer, or someone else will
figure out a. way. to satisfy the

consumer’s need at the right price.;
I know that you as the salesman:

for the manufacturer cannot pro-

duce: merchandise, nor determine |

the price levels, but it is. your
responsibility to carry the story
back to ‘the manufacturer -and
present the case. fairly. In most
instances you will find he wel-
comes any and all comments you
might give him as to what changes

must bé made to better satisfy the |

ultimate consumer. Also, you, are
the one person in the best position
to do this. :

Re-educating Retail Personnel

Another of the biggest problems
confronting the retailers today is
that of re-educating its personnel
Whether or not you realize it, the
average store, through no particu-
lar fault of its own, has had many
changes during the war period in
its buying staff, not to say any-
thing of the changes at the sales-
people level. This “new” buying
personnel - is not familiar with
operating under a so-called
buyer’s market as contrasted with
a seller’s market. It is within your
power to pass on to these people
a lot of very'vital .information
that can be used in furthering the
sale of your products. Every prod-
uct in your line has definite
reasons for its being, and thesz
reasons are best known by you.
and these selling points should
be passed on to the buyer of the
merchandise. This information can
then be given to the people who
meet the ultimate consumer-daily
and will give them a knowledge
and .a desire to sell more of your
merchandise. Also, you gentlemen
circulate all through the country
and. often pick up a tremendous
number of successful promotional
ideas. These too can be passed on
so that the buyer can arrangeé for
a better advertising and display
presentation. e

A criticism of salesmen, and one
I think is fair in many instances,
is that they do too much  “drop-
ping in.” The average buyer wants
to be courteous and cooperative
with thé saleésmen, but he must
realize that a buyer has. many
duties and usually a rather set
routine as well as many deadlines
to meét in the course of a.day’s
work. Therefore, it is almost im-
possiblé for him to drop every-
thing in-order to devote the time
necessary to adequately study
and look at a line. Therefore, a
salesman should let a buyer know:
when he expects to be in town and
attempt to make an appointment,

so that a buyer will have.ample

fime to. work ‘with him. The na-
tural reaction today to a rush ac-
ceptance of an ordeér on the pait
of the buyer is to say “NO” which
certainly is not conducive to bet-
ter business for you gentlemen, ‘or
for a store. i

In conclusion, it ‘appears that
thé main job for all of us in 1948,

-and I mean both the salésman and

the retailer, is to do a more
thorough thinking through of our
joint problems and by working
together, there will be no reason
why ‘there” should be -any "letting
down in your and our phase: of
merchandise: distribution- for the
nextiyear: -/ Lon s e

Ois & Bo. Concludes Brown & Bigelow Financing

_ A tribute to the. financial self-sufficiency of the Middle West

.| wds' voiced by Ernest C. Peterson, _
Brown ‘& .Bigélow . of St, Paul, Minn., who was in Cleveland to

Vice-President and Treasurer” of

accept.a check for $8,409,476.70 from Otis & Co. as sole underwriter -
of 1,038,207 shares of his company’s common stock, : Otis. & Co. was
répresented by Lyman G. Smith, Secretary-Treasurer; R
. “We are delighted,” Mr. Peterson said, “to find that a common '
stock offering of the size of our can be handled by Mid-West bankers '

alone. It speaks well for, the progress intevior bankers are making "

in their campaign to create an independent financial centér outsidé

of New York City.”

The Brown & Bigelow transaction, which involves one of the', }
largest of recent common stock offerings, was cleared at The Cleve- .
land Trust Co., which has been appointed co-transfer agent with.
First Trust Co, of St. Paul*for the stock, The National City Bank -
of Cleveland is serving as co-registrar with the First National Bank

of St. Paul.
St. Paiil is counsel for Brown &

Oppenheimer, Hodgson, Brown, Donnelly and Baer of

Bigelow, represented by William'

‘H. Oppenheimer and Robert F, Leach. Otis & Co.’s counsel is Jones,’
Day, Cockley & Reavis of Cleveland, represented by Carter Kissell

and Carl C. Tucker.

.. Brown & Bigelow is the largest manufacturer of specialty adver=’
tising, sales th’s year running over $34,000,900, It produces over 500
different items which are imprinted with the purchaser’s name and’
advertising message for distribution to customers and prospects. :

The company has about 5,600 employees and 180,000 customers, .
Its largest selling item is calendars with reproductions of pictures by
such well-known artists as Norman Rockwell, Maxfield Parrish and

Robert L. Ripley.

- Rumored World Bank Loans

WASHINGTON, Dec. 23 (Special to the Chronicle).—The . World
Bank is expected soon to make a number of small loans, thus using
up about half of its remaining funds, said to be $480,000,000. Chile"
will probably get about half of the $40,000,000 it has applied for. Iran

is likely to get a fraction of the®

$250,000,000 for which it applied
many months ago; this to be used
for irrigation and similar agricul-
tural purposes. Czechoslovakia;
which reduced its original appli-
cation for $350,000,000 to $192,-
000 000, to be spread over a three-
year period, probably will get be-
tween $25,000,000 and $50,000,000.
Poland also is expected to get at
least a ‘token loan, to show that
the Bank is international ia na-
ture, - Mexico and Brazil may get
something later. Italy does not
seem to qualify very well for an
early loan, .

No major World Bank lean to
any of the 16 Marshall Plan coun-
tries is likely before the Marshall
Plan “jells” more. ' .

Millican & Co. Formed
_MONTCLAIR, N. J.—William R.
Millican is engaging in the securt-
ties “business under the name of
Millican & Co. from offices at
50 Church Street. He was pre-
viously with Geo. K. Weston.

To Manage Chicago Office
Of Bank of Montreal

Lawrence E. . Tritschler, since
1942 . Assistant . Manager of. . the

Bank.  of Montreal's Edmonton,
Alta.; main branch, has been ap-

pointed manager of the bank’s{!
-0ffice in Chicago. « Mr. Tritschler | :

succeeds. Albert St. C. Nichol who

has been ‘appointed -second -agent

-kt

of 'the bank. in New York, -

Lol ;
Atkinson Named for
i o B0 N

3. F. Exch. Chairman

SAN FRANCISCO, CALIF, —
Howard J. Gréene, Chairman of
the Nominating Committee of the
San. Francisco Stock = Exchange
has announced that Douglas G.
Atkinson of Dean Witter & Co.
had been nominated for Chair-
man of the Board. Nominations -
for the Board of Governors are:
Richard P. Gross of Stone &
Youngberg; Arthur R. Mejia of
Davies & Mejia and V. C. Walston
of Walston, Hoffman & Goodwin. .
Mr. Walston is now a member of
the Board. f i g
- 'The ;annual 'meeting and. elec-
tion of officers of thé Exchange
will ‘be held on Jan. 14, 1948.

To Be Schoellkopf & Co.
BUFFALO, N. Y. - William
Schoellkopf: & Co. will be ad-
mitted to partnership in the New '
York - Stock  Exchange 'firm of |
Fred Schoellkopf & Co., 70 Niag-'!
ara Street,-on Jan. 1 and the firm !
nanie will be changed to,Schoelrﬂ
kopf & Co. He was formerly a
gcar,th'er in_Doolittle, Schoellkopf
Co~ b o D

Roy Jackson, Inc., in NYC'
Roy Jackson; Inc. is engaging’
in a securities business from: of-’

PR

fices. at 512 Fifth Avenue, New

York :City.«hst T ey gt
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. United States and World Crisis

¢ (Contmued from page 18)
even, suoitages being concentrated
mainly:. in_. the . city; . politically,
weak governments do not dare to
be too tough in commandeering
{food  stipplies: from the. peasants.
Inflation. has not been. stopped
. and, currencres are badly. over-
,valued

Many of  the governments now:
runnmg Western Eurcpean coun-
tries will probably be out of 6f-
fice within the ‘near:future. -The
Harriman Committee made plain
its doubts that recovery would get
very far unless currencies were
devalued first. To set the stage
for devaluation, however, govern-
ments are forced to 1etrench They.
must cut their spending, eliminat-
mg subsidies and the inflationary
issue of new currency. Many of
them: may be too weak to carry.
out these strong actions.

Another uncertamty involves
the future status of  Germany.'
Germany was devastated by the
war and spht up into occupatlonal
zones, Geographlcally, however, ' o
it is still the center of Europe and
its economlc and pohtrcal poten-'
tials are great. Most experts be-!
lieve. ‘that the revival of Western'
Europe ' requires the revival of
Western = Germany's industries,
How ' to “accomplish this without’
running, the danger of future Ger-'
man aggressmn, and how to sat-'

\lsfy Germanys nelghbors that~

; Gcrmany will  be  revived . Just
8 enough but not too much, is one of
the nice political problems of the

da
Ofﬁcial Vlew

The Presrdents Commlttee on.
Forelgn id  was very realrstlc
; about the outlook It. recom-
" .mended . approprlatrons of.a: lrttle_
- less: than $6 .billion for ;the first
year. But it said in so many
words that spending this money
would be : entlrely futile unless
 certain things were done, It prac-
tically named chapter and verse,
- pointing out conditions here and
¢ there ' throughout . Europe  that
. guaranteed the failure of the en-
tire Marshall Program unless they
could be ehmmated

With regard 16 Germany, for
example it was pomted out that
an orderly and efficient adminis-
tration was essential. There must
be a . unified currency and price
system, Pressure on the military
government to economize in its
dealings with other countries must
be eased, since the chief problem
is ' to revive mining and manhu-
facturing in Northwestern Ger-
many and to restore trade contacts
with the outside world. Finally,
it was pointed out as being “clear
to all' observers” that German
life cannot be restored without the
establishment of some form of
German government,

So much for the problems of
reconstruction. -With all the help
in the world, it will be difficult
to solve them, Bit we won’t have
all the help in the world. We
shall meet active opposrtron from
Russta

“.Russia Has Some Advant'tges

Russra s weak economrcally
But it is always easrer to. destroy
than to rebuild; to oppose recon-
structlon than to. reconstruct The
economic; pressures,. the political

: 1nstabrllty and. the, decline . of
‘morale that make. the. task o the

; Unlted States S0 d1ff1cult .make it
easier for Moscow 'to oppose, and
increase the chance .that this op-
posltlon wrll be successful }

Anyone who is unpressed by ;

rumors of 1mmment .war shoyld
perhaps ‘stop._ for ‘a; moment and
v1suallze how  much, Russia, can
gain, merely by defeatm,g the Mar-
shall: Program.’ If. this . program
does not succeed in stablhzmg
Western - Europe,,, there is’ little
doubt, that we w111 be blamed for
if..We will, have spent huge sums, |
but unless: trade between Western

a%nd Eastern: Eurape can'-he re-i

red or a substitute Created the '
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economrc problem w1ll not have
been solved. The; polltlcal struc-.|
ture in Western European coun-
tries; will remain, . weak, -while
Russia’s positions: in Central and
Eastern . Etrope will be_ strongly
held. , The Umted, States would
then .be held respon51ble for the
misery, in which the masses of
Western Europe would contmue to
live. )
Communist part1es in Western
Europe have lost' ground.” But it |
seems qu1te plam that Russia has
a “master.plan” for Europe that
visualizes. the defeat, of the Mar-
shall program. For: example: ¢
Most of “the larger industrial,
commercial and financial-institu-
trons in Hungary, Romania, Bul-
garla, and, Germany had' -been
organized as Russian-owned. or
controlled stock companies, These

commercial establishments, ‘thus |’

organized, ..obviously - do . not: fit

.into. the Russian economy. They

will have a, value-to Russia’ only
if these countries become trading

partners in a new European econ- |

omy. If and when the day comes
that the Marshall program has
failed to solve Europe’s problems
on.the Western.side of the iron
curtaln, Russia will be ready to |:
raise - the. curtain and - resume
trade. Political penetratl,on would
follow, rather, than precede, com-
mercial penetratlon

Economic Effects _
However, let’s forget about the
long—term ditficulties for the mo-
ment. ~ Whatever the final out-

‘| come, at least” we know a start is

going to be made, and  that this
will have:some effects on the ‘do-
mestic economy:.:

I belreve however, that there
hasZ been a serious  tendency to
overeshmate these effects. . It is
always hard to separate psycho~
logical from fundamental devel-
opments because there are times
when "a certain . psychalogy . will
aroduce :.an., actual effect; and
theére . are other times w1thout
number when an economi¢ change
will produice a certain psychology

For the moment, however, let
us stick to ‘actual values I can
think of no better statement than
that by the Harriman Committee,
that exports would contintie to
decline from current levels even
if Congress’ appropriated. the full
amount requested by the Com-
mittee, It is pretty plain that this
amount will be an upper limit, so
I believe there is no. reason to
doubt what every . official con-
nected with the program has con-
sistently pointed ouf, that the de-
clining trend of Umted States’ ex-
ports is not yet ended.

The President’s advisers never-
theless described certain infla-
tionary dangers. These come
through the impact of the pro-
gram on spemal items such as food
and, steel. Their reasonlng is that

advances in food prices will stim- |-

ulate new wage demands; that in
the steel industry, at least, these

will probably he, granted since.

they could be passed on in price
advances; and that this will set
the whole tone for another. circle

| of wage-price advances

That is certamly the way things
have worked out during the past
two years. We all know, howeyer,
that this type of spiral cannot con-
tinue- 1ndef1mtely. . As many offi-
c1als have. pointed, out inf atlon
is to. be. feared. pot $0 much' be=
cause prices advance While the in-
flation ¢ontinues as becatise prices
fall so' rapidly: when the mflatwn
ends

Actually, it does not seem to me
that there ‘is very. much risk of:a
rynaway. 1nf1at10n at this. pornt
There may be, some further gains
g who esale: pnce averages; but
these seem hkely to be smali and
probably. ‘short. lived. - Price ad-
vances have already caused ‘a.de-
clining.trend. of unit demand for
many items, Many new items will
join; this group with any further
advance.

A downward trend of unlt de-

mand - should “be - reflected wrthln
a’short time by a similar decline
in production. - This is a’ different
situation than: exlsted two years
ago 'or even a year ago. In 1948
any further wage advances are
far. more ‘likely to be, offset—or
more than ofgset—by reduced em-
‘ployment ' than ‘was ‘the case in
either:1946 or 1947,

{What About the Business Outlook?

- This is a highly legitimate ques- |

tion: ‘We are interested primarily

in - the Umted States and the|

‘world " ‘crisis. What happens to
business ‘in- the United = States,
however, will be a very vital fac-
tor in-the world crisis, Further-
more, it - will _influence public
jopinion- in this country, and thus
‘have a direct bearing on our for-
.eign policy.

I would like to answer this
.question’ about ‘the business out-
look by describing two extreme
‘possibilities, 'neither . .of which
'seems to me to be likely.

On the one hand, runaway.in-
flation;” as I have pomted out
‘above; does:not seem to be in the
cards ‘despité all ‘the' present
ballyhoo and propaganda.

- On the:other hand, a depressmn

vof ‘the 1929- 1932 type is ‘not; in
my, opinion; in''sight for a num- |-

ber ‘of years. This view'I shall
mot stop to defend beyond saying

"| that there are still- many, demands

‘at both the business and consumer
level that have not yet been satis-
fied.  Even though their full satis-
factiont may not be completed un-
til - there has been: a downward
prlce read]ustment I - see no
chance of going into a prolonged
depressmn

There is, of course, a lot of room
between 'these - two extremes.
Business might advance gradually
during 1948; it might level off; or
there mlght be a fairly sharp but
temporary. decline., -

+Ini'my opinion, the most prac-~

tical approach to -business plan-
ning is to expect the latter. Any
of you:who have any contact wit:
the ultimate public knows that it
is-badly ‘squeezed. Any of you
who have had an opportunity to
observe current trends in produc-
tion and distribution know that a
great many businessmen: could do
a better and more efficient job if
conditions were a little more com-~
petitive. - Any of you who have
had to deal with labor are aware
of the fact that efficiency would
probably be somewhat higher if
there were more competition in
the labor market.

It seems very doubtful to me
that prosperity can continue in-
definitely on its present founda-
tion of distorted prices. It is my
candid opinion that we would all
be better off after there has been

some sort of readjustment in pro-
duction and wholesale price to a
sounder  basis.

You may ask me how prices can
come down when world inflation
is still continuing and when wage
rates and material prices are so
high ‘in the United States.

Let. us’ consider the domestic
factor first. = Material costs will
move with material prices, and
during any general read]ustment

these would be: downward. It is|.

commonly beheved ‘that . wage
rates would not. dechne I have
already run . into cases, however
where.a factory, after a shutdown,
opened up under much more effi-
cient operating, conditions.than it
had -enjoyed. before -Nominally,
there " was .no. decline, in wage

| rates; actually, there was a sharp

declme in labor costs.

W1th regard to inflation abroad,
I do not believe frankly that there
will be a sharp decline in prices
in the United States without this
being ‘accompanied by a decline
abroad.': Actually, the European
‘Recovery' Program .may help to
bring this about.. It will maintain
a flow of supplies to Europe. Fur-
thermore, it .will cause retrench-
ment and deflationary policies by
many governments on the Con-

“He’s a Short-Seller!”

tinent. It w111 prepare the way
for: currency stabilization, which
implies sharp devaluations. Many
of-us may have forgotten, during

the long war years_ of - restricted,

trade that foreign prices impart
their influence on the, domestic
economy only through the mech-
anism of currency exchange.

Conclusrons

Let me sum up briefly by pomt-
ing out that the United, States is
bound to exercise world influence
whether it wants to or 'not. This
is true whether the United States
does something or whether it does
nothing.

The Marshall Plan, which has
now -evolved into .the European
Recovery Program, is better in
many respects than'previous blue-
prints since, (1) it looks at Eu-
rope as a whole (2) it goes much
farther in 1eLognlzmg that eco-
nomic and political developments
are inseparable, and (3) in these
and some other respects it is more
realistic,

But it also has its faults. It too
originated in an emergency and
was announced under the pressure
of immediate circumstances. = As
with other programs in' the past,
this one is also.being presented
as a long term solution.

Will: the European :-Recovery
Program actually achieve': eco-
nomic and political stabilization in
Western Europe?

I believe it would be a mistake
to seek an answer to this question
at the moment. We. know that it
is easier to oppose than to organ—
ize, and that Russia will be.in op-
position. . We Know that the test
of. the program will' come not
when it is voted, but when it is
applied. »

- However—and I beheve this is
extrernely important—our present
policies ‘will unquestionably alle-
viate suffering and help to reduce
the .intensity of new. crises that
develop - this. - winter ‘and next
spring. If this seems to be a
small gain at a large cost, remem-
ber. this: Is it true that by accom-
plishing - this much ;we do not
guarantee. a ' long -term  success;
but by not-accomplishing at least
this much, ‘we_ would practically
guarantee a long term failure,

New York Stock Exchange
Weekly Firm Changes ‘

‘ The New York Stock Exchange .
has announced the following frrm
changes

“ Transfer of the Exchange mem-
bership of Jack J. Dreyfus, Jr. to:
Davxd H. Annan will be consid-
ered by the Exchange on Dec. 30. -
It is understood that Mr. Annan:
will ‘act  as an -individual floor
broker, :

Transfer of the Exchange mem- |
bership of Warner D. Orvis ta:
Clifford ' G,. Doerle ‘will be con-:
sidered by the Exchange on Dec.
30; Mr. . Doerle is to become a
partner in Orvis Bros. & Co. :
" Transfer of the Exchange mem=-:
bership of the late Howard P.
Armstrong to Philip F. MacGulre
will be considered on Dec. 30; it:
is understood that Mr. MacGulre
will act as an individual floor
broker,

Transfer of the Exchange mem-"
bership;of the late Charles A..
Heidel to Hugh M. Adams will be..
considered on Dec, 30. Mr. Adams_
will act as an odd lot broker.

- Nathaniel P. Hill, limited part-,
ner in Cohu & Torrey will * be-
come both a:general and limited
partner effective Jan. 2.

Dayid H. Sulzberger, general’
partner in Hamershlag, Borg. &’
Co., will become a limited partner

as of Jan. 1. ;

. Harold.C. Strong, general part-:
ner in Hemphill, Noyes & Co.,.
will become a limited partner, ef—.
fective Jan. 1.

Walter, I. Clayton, member of’
the Exchange will retire. from.
partne1 ship in Carlisle & Jacquel~ . :
in_on Dec. 31.

~Alfred E, Hamrll will w1thdraw
from partnership . in Goldrnan,
Sachs & Co. on Dec. 31. !

Alphonse A. Shelare, Jr‘ mem--
ber of the Exchange, will retire;

from partnershlp in Hirsch & Co.: 25

on Dee. 31, - !

- Charles W. Cox, member of the -
Exchange and a limited partner.
in Robert Winthrop & Co. wills
withdraw from the firm on Dec._
3i. :

Charles Clark & Co. will dls— :
solve Dec. 31. .
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Scientific Basis of Internal Stock Market Analysis

(Continued from page 4)
ber of cases in which it actually
has happened.. If in
which the conditions “C™

l

leads, as a matter of fact, to true
conclusions from true premises. A

“N” cases in ' margin of error is inevitable, but
exist it not fatal. Our efforts should be

happens in “pN” cases, then the primarily directed - towards ever
probability of it happening under reducing it.
these conditions is “p.” For ex-|

ample, the probability that there
will be a'storm, given that the
barometer is falling, is furnished
by - the relative frequency with
which falling barometers: have
presaged storms. We all use past
experiences in this way for pre-
dicting the future—in the smallest
details of daily: life, such as our
expectation that the sun will rise
tomorrow. morhing—to the most
intricate work in physics and
chemistry.

(d) The fallacy ‘of the Argu-
mentum Ad Hominem.

Graham & Dodd, and May at-
tack market analysis by indicat-
ing that there exist some bad
practitioners.’ This is:an instance
of the classical fallacy. The in-
validity of a method is not neces-
sarily proven by pointing to the
errors or weaknesses of individ-
uals who follow or claim to!follow
the method,

*
Would these defenders of the

| “Value” approach entrust  their

Mr. May doesn’t seem to realize funds' to just anyone who uses
that the Value approach rests on the “Value” approach? Wall Street

the Frequency Theory of Prob-
ability just as does the approach

is full of such 'claimants, It is a
mere platitude that there are mal-

which he attacks. Insofar as his: practitioners in all the arts and
arguments rest on this misconcep- sciences.

tion, they are condemnations of

all scientific -method. The com-|don’t bring the Mayo Clinic into]

However, just as medical quacks

parative validity of ‘methods has disrepute, so the inept handling of
to be decided on other grounds;market data by some individuals
not on the general fact that pre- |does not invalidate the Internal
diction is rooted in the experience Evidence approach as a method.

of the past and present.

Market. analysis ~'is  primarily
concerned with the present condi-
tion of the market, but the signif-
icance of that condition is illumi-
nated by the experience of the
past.

“(¢) The misconception that cer-
ta' inty is: the prerequisite of
science,

The classical conception of
science, formulated in Greek an-
tiquity. and  perpetuated in a
powerful ‘and respected intellec~
‘tual tradition, was modeled upon
the ideal of a completely demon-
strable. and = absolutely indubi-
table science, such as Euclidean
geometry was then believed to be.
This. view relegated the variable,
the changing, the probable to the

realm of mere belief and opinion,

The ‘man-in-the-street notion of
science ' frequently follows this
tradition even today. :

Certainty, in its strict sense, is
properly applicable only to the
fields of definition and to internal
logical consistency; only to logic
and mathematics. As we have ob-
served concerning the Frequency
Theory of Probability, our expec-
tations are properly based on sta-
tistical regularities, 'We - accept
statistical probabilities.every hour
without thinking  about  their
maturations, and that their matu-
ration is not certain. An appreci-
ation of the proper spheres of
certainty and probability is basic
in modern science.

Even in one of the most exact
sciences, astronomy, its great de-
gree of precision in the calcula-
tion ~of -movements of celestial
bodies was made possible only by
the physical accident of the pre-
dominance of the sun in our plan=
etary system. When the bodies in
motion exceed a limited number,
their mutual gravitational influ-
ences make computations practi-
cally impossible. It is only the
overpowering gravitational force
of the sun that made the influ-
ences of the other celestial bodies
relatively inconsequential, and
this brought the probabilities of
the calculations of the astrono-
mers almost within reach of cer-
tainty.

The economists, being. less for-
tunate in this respect, have to deal
with quantities whose mutual in-
teractions stand in more balanced
relationship, making inevitable a
much wider margin of error.

Thus, in economics, we are deal-
ing not with certainties or seem-
ing certainties, but with probabil-
ities. 'The doctrine that knowl-
edge of matters of fact is only
probable is one of the central
theses of contemporary scientific
method. On any one application
of a principle, the conclusion may
be false although the premises
are true. But the inferential value
“of a leading principle depends
upon the frequency with which it

gitized for ERASER
p:/ffraser.stlouisfed.org/

Tests of validity are concerned

-with the proper scientific formu-

lation of concepts and their em-
pirical : verification, not with the
fallibility of people.
_(e). The closed system argu-
ment. :

Critics of the Internal Evidence
approach often reject it on the
grounds that no system is fool-

.proof. No responsible student of

market analysis claims that this

‘approach is sufficient unto itself.

He considers it to be one of the

tools that should be used in ar-'

. . . | . o .
investment = decisions. ' tical investment - action. For it

riving at
This criticism confuses “‘systems”
with' “tools.” ~Market measure-
ments should be viewed as tools
rather than systems. A shovel is
a useful tool for clearing snow.
No one would reject it as a tool
because we can’t clear rain away
with it. Tools are likely to be
useful for  limited and specific
purposes. The worth of any tool
is a matter for independent check.

(f) The inadmissiblity of tech-
nical terms.

May’s suspicions are aroused
because students of Internal Evi-
dence use a terminology which is
unfamiliar to him. It is one of the
difficulties encountered 'in any
form of scientific research that the
need for precision and delimita-
tion leads to the coining of terms.
The intensive study of any spe-
cialized subject— whether it be
chemistry, navigation, or statistics
—necessarily develops a technical
language of its own. Science must
have recourse to formulae or con-
ventional expressions which, in
handy symbols, bring condensa-
tions of a mass of previously ac-
quired knowledge. The use of
such short-cuts averts endless rep-
etitions of elementary fundamen-
tals. Scientific progress would be
impaired without the use of such
technical terms.  We wouldn’t
limit a physician to the use, in his
professional work, of only terms
which are immediately intelligible
to his patients.

We must be wary of all vulgar
appeals to the subterranean re-
sentment that the man-in-the-
street feels against any terms that
he doesn’t feel at home with, The
pertinent question is not: are the
terms unfamiliar? But rather: do
these concepts need new names?
Are they properly defined? Are
they fruitful?

L L3 E3

The criticisms of the Internal
Evidence approach are grounded,
as was shown above, on a num-
ber of basic misconceptions about
the nature. of the material dealt
with, and the nature of general
scientific procedures, ' In addition,
however, there seems to run
through them a constant thread
of ‘emotional. animosity. This
makes one wonder whether their
inspiration should not be sought,
partially at least, in the domain

of psychology rather than logic.

It is a recurrent experience in
the history of ideas that new con-
cepts .and methods have often
aroused a bitter resentment on the
part of even the competent pro-
ponents of the then prevaiiing
schools of thought.

*® &

I

The Scientific Basis of Alternative
Approaches

The fact that many able finan-
cial analysts challenge the very
possibility of internal market an-
alysis, raises the important ques-
tion whether their alternative ap-
proaches in fact enjoy a superior
scientific status. :

A share of common stock, in
both its legal and economic as-
pects, represents a share of own-
ership in an industrial, commer-
cial or financial enterprise, or-
ganized in the form of a corpora-
tion. Therefore, the most direct
and obvious approach to a study
of its investment merits would
SEEM to consist in applying to it
the same principles of analysis
that are used for the appraisal of
a ‘share of interest in a . similar
private enterprise. And, in actual
practice, such is ‘the. technique
most commonly followed by secu-
rity analysts. They have devised
for this purpose the concept of the
“Intrinsic 'Value” of a share' of
common stock.

‘This approach gives the impres-
sion of logical consistency and

*

seems to hold the promise of ade-|

quate practical application. It
would appear that if an analyst
can reliably determine the Value
of a stock, he has the key to prac-

should: suffice to compare  this
estimated Value with the market
price of the share in question in
order to determine the fact of its
under- or over-valuation and to
act "accordingly. But the analyst
would soon discover that there-
sults of such an investment policy
fall far short of his theoretical
expectations.” "

There are many reasons to ac-
count for this divergence between
the Value theory and practice. To
begin with, the Graham and Dodd
conceptual device of = Intrinsic
Value has itself a distinct weak-
ness. This is perhaps not apparent
at first glance but it vitiates the
very basis of this version of the
Value approach.

The factual statements of the
sciences have a different char-
acter from - other statements. The
Operational Theory of Meaning
provides a criterion of signifi-
cance for them. It asserts that a
factual statement is . significan{
only if it can possibly be verified
empirically. There must be con-
ditions or operations which vali-
date or disconfirm the statement.
Factual statements are operation-
ally meaningful only when they
are testable by means of perform-
able operations. Concepts which
meet this test qualify for use in
sciencé. They are public, intelligi-
ble and repeatable. Concepts
which do not meet this criterion
of significance cannot be ‘used
unequivocally ' in scientific sys-
tems. : : ;

This - criterion brings an in-
crease in precision and clarity to
the crucial task of scientific con-
cept building. It protects us from
using faulty foundation blocks (e.
g. Newton’s Absolute Time, Essen-
ces, Transcendental Forces, Basic
Racial Instinets, ete.),which hand-
icapped the sciences in centuries
past. It aids ‘us in- building a
dependable - ‘body ' of = scientific
knowledge made up of consistent
and delimited deductions,

“Intrinsic Value” Concept

The eoncept of Intrinsic-Value
is the cornerstone of the Graham
& Dodd approach to investment
practice in common' stocks.  Upon
it rests most of-their edifice.

"By designating this - Value . as
“Intrinsic”, they imply a meaning

superior in some way to .the con-
ventional designations of value,
a value in some way more real.
One cannot - claim a superior
scientific usefulness for a concept
and then fail to give it precision
and - operational :designation, It
must be so- defined that anyone
can use it scientifically and ‘un-
ambiguously. The scientific con-
tent of a concept is independent
of the attendant images and asso-
ciations it arouses in us. The'no-
tion of ‘an Intrinsic Value may
seem good. But the scientific
meaning of a concept is the sum
of its - verifiable consequences
rather than the  conventional
psychological -reactions that it
arouses in us because of its ob-
vious good . intentions or ambi-
tions.

Is Intrinsic’ Value an opera-
tionally meaningful concept, or
is it merely a loose device for
directing attention to the general
relevance of earning power, as-
sets, capitalization, etc., in deter-
mining investment values?

What conditions would confirm
or refute the Intrinsic Value
theory? The concept of Intrinsic
Value is soambiguously stated
that there is no clear cut possi-
bility of confirmation or discon-
firmation.

The  proponents -of the theory
usually relate Intrinsic ‘Value to
earnings and assets. On page 20
of ‘their book, Graham & Dodd
say: Intrinsic Value is “that value
which is- justified: by the facts,
e.g., the_ .assets, -earnings, divi-
dends, ete.” This, of course, begs
the question, for it:is a very real
problem to-determine - just what
are 'the relevant ‘facts that influ-
ence values. ;

Whatever - it is, it is certainly
not the same as Market Price. Yet
on page 68, they point out that
J. I. Case Co., in- 1933 had an
Intrinsic Value of from 30 to 130.
That is, the Intrinsic Value ranged
from 30 to 333% more than 30!
This is certainly a’ much wider
margin of error than is usual in
scientific procedure.

Also, they concede that to “an
important extent the market . . .
determines ' the intrinsic value”.
(Page 68.) *

Thus at different places in their
book,; Graham & Dodd distinguish
Intrinsic Value as very different
from Market Price, and elsewhere
as closely related to it. At other
points they say that: “intrinsic
value is an elusive - concept.”
(Page 20.) It is not as ‘“definite
and as determinable as the mar-
ket price.” (Page 21.)

They further belittle their con-
cept of Intrinsic Value by say-
ing: “The concept of ‘earning
power, expressed as a definite
figure, and the derived concept
of intrinsic value, as some-
thing equally definite and ascer-
tainable, cannot be safely ac-
cepted as a general prem-
ise of cecurity analysis”. (Page
21.) Mark that this pronounce-
ment is made not by critics but
by the very proponents of the
Intrinsic Value method. - This ad-
mission has, of course, profound
implications, It invalidates their
underlying assumption of build-
ing on a sound foundation.

Until the concept “Intrinsic
Value” is. made operationally
meaningful, so as to meet the
usual criterion of significance of
the sciences, it cannot be accepted
as 'a precise operational tool.
When a foundation block in:a
system of. ideas lacks definition,
we do not have the ‘delimitation
of possible deductions that is es-
sential in scientific activity.

If we take a selection of 40
stocks and divide the upside vol-
ume by the downside volume, we
get a ratio figure. Any contention
that this figure gives a strategic

/| perspective on-  an underlying
condition of the market can then

be confirmed or disconfirmed by
anyone who wants to follow the
simple - operations involved. The
contention may be true or.false,
but it is clearly meaningful. -

Such a procedure, such a simple
public check, is not open to us.in

the case of Intrinsic Value, Since
it is never precisely defined, since
it 'is spoken ot as many ditferent :
and contrary things, such simple
scientific manipulations and veri-
fications are denied us—a fatal
handicap in any scientific activity.

Divergence of Price from Value

Any concept of value is only
part ‘of the pricing relationship.
There are many variables in the
Stock Market Equation. And it'is
not easy to unravel their relative
influences at any one time. No
one of the variables has:-a con-
stant relation to the.other mem-
bers of the Equation. “Value”, no
matter how defined, is only one
of the members of the Equation.

It is true that a more scientific
concept of value could be used.
One has been developed in detail
by John Burr Williams in his
book, “The Theory of Investment
Value,” and finds the support of
many economists. It defines the
true investment value of a com-
mon stock as the present worthe
of all future dividends to be paid
upon it Yet even the application
of this better conceptual tool can—
not serve ‘as an adequate prac-
tical guide for the stock investor.
For: despite  the mathematical
precision of  the concept, this
method  cannot - yield :anything
more than a mere estimate. When
the. alegebraic symbols used: for:
arriving at true investment value:
are -replaced by their economic.
and ° financial = counterparts, .we
realize that the precision is illu-
sory, for elements of unknown -or,
at least- uncertain future: condi-
tions are then introduced into the
calculations.. And even if one as-
sumes that.all the manifold prac-
tical difficulties of arriving at.a
true valuation figure of a common
stock could be eliminated, the
analyst would still find a frequent.
divergence of price from: value.

This divergence is not acci-
dental. Shares of corporate stock
and shares of interest in a. pri-
vately owned enterprise are not:
comparable economic entities.
Just as the introduction of money
and credit into the fundamentally
barter basis of the economy com-
pletely .alters the nature of the
economic processes of productiom
and distribution, likewise the in-
troduction of the corporate form:
of ownership entirely transforms
the nature of equity holdings. The
corporate organization of business
with its corollary of  highly or-
ganized security markets injects
into equity ownership ‘the new
and extremely - important attri-'
bute of liquidity. This attribute
immediately permeates it with a
character. which its. privately
owned counterpart does not
possess,

Lord Keynes’ Reflections

In his “General Theory of Em=-
ployment, Interest and Money” (p.
151), Lord Keynes had the fol-
lowing to say on the subject:

“In the absence of security mar=
kets, there is mo object in fre=-
quently attempting to revalue an
investment to which we are com=
mitted. But the Stock Exchange
revalues many investments every
day and the revaluations give &
frequent opportunity to the in-
dividual . . . to revise his com=
mitments. It is as though a farmer,
having tapped his barometer after
breakfast, could decide to remove
his capital from the farming busi-
ness between 10 and 11 in the
morning and reconsider whether
he should return'to it later in the
week.”

The most important practical
consequeance - of the liquidity of
common stock investments is the -
fact that it affords to ' equity
holders an opportunity to attempt
to exploit fully the periods of
cyclical expansion of business and
to sidestep the periods of con-
traction. The duration and am-.
plitude of the cy¢lical movemepts_
are such that an experienced in-

| vestor will not disregard them

unless he gets the same thrill

from " riding up and down the
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steep hills of the cycle as he
would ¢n a roller coaster in Luna
Park,

The main limitation ' of the
Value 'approach  as a guide to
practical investment decisions for
timing purchases and sales lies in
the difficulties and uncertainties
of' the .valuation process itself. In

the words of Lord Keynes;

“The outstanding fact is the ex-
treme precariousness of the basis
of knowledge on which our esti-
mates of prospective yield have to
be made. Our knowledge of  the
factors which  will govern the
yield of an investment some years
hence is usually very slight and
often  negligible, If we speak
frankly, we have to admit that
our basis of knowledge for esti=
mating the yield 10 years hence
of a railwav, a copper mine, a tex-
tile factory, the goodwill of a
patent medicine, an Atlantic liner,
a building in the City of London,
amounts to little and sometimes to
nothing; or even five years hence”
(Op. cit., pp. 149-50.)

Values and Average Prices

Even if reliable estimates of fu-
ture yields were: possible, value
would rema i essentially an
average, To have any meaning, it
must take into account good and

. ‘bad times, brilliant earnings and
- distressing deficits. Being aver-

ages themselves, such values as
we “could ' compute; on the basis
of our iimited knowledge of the
future, would govern average, but
not actual, prices.

If we gave up ‘all projections
into the future, and confined our-
selves to comparing average prices
merely with current dividend
payments or earnings capitalized
at the current rate of interest, we
would find between them a cer-
tain measure of concurrence. We
would, of course, no longer be
comparing prices with true values,
since the latter are based upon
capitalized -dividend payments in
perpetuity; or even with estimates
of values based upon projections
into the reasonably visible fu-
ture. But the mere taking into
account of their important con-
stitutents of today would still
give us a good degree of relation-
ship. Empirical statistical studies
reveal a high degree of correla-
tion between -capitalized an-
nual dividends and annual aver-
ages of stock prices: A good
illustration of this.type of statis-
tical research may be found in
Otto Donner’s “Die Kursbildung
am - Aktienmarkt,” published in
1934 by the Institute for Cyeclical
Research in Berlin.

But the concurrence that un-
questionably prevails between
average prices and values, or their
capitalized important components,
can itseif hold true only for very
long periods. Wide discrepancies
would still occur even between
such average figures, and could
extend for weeks, months and
sometimes years.

Investors Concerned With
Fluctuating Market Prices

Investors, however, are con-
cerned' with actual prices, not
with: averages. And actual stock
prices are essentially dynamic.
Their fluctuations constitute one
of the most sensitive time curves
of the general business cycle,

Should we 'try to correlate

.values  with the market's owa

historical pricing of a given stock,
the solution of the practical prob-
Tems of the investor will not be
advanced by much. Such attempis
to construct a “normal” market
price of a stock are necessarily

heavily weighted by past experi~

ence, Yet we know that it is one
of the basic findings of scientific
research that cyclical fluctuations
have a highly individual char-
acter. What was true for the past
on a fairly representative averags
basis may very well not come
to pass in the future, The devia-
tions of -actual ‘prices from their
calculated “normals” could be ‘just
as drastic and could iextend for:as
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long as do their' discrepancies
with 'the values themselves.
While value analysis ‘is useful,
since without it investment think-
ing would proceed in a vacuum,
its practical limitations are great.
An analyst cannot do much more
than appraise ‘the assets of an
enterprise and, after studying its
Dast earnings record, ‘project it
into the safely discernible future.
de can then apply certain differ-
antial quality factors distinguish-
g the company in question. In
-his way, he can‘obtain a rough
idea of the going-concern value of
che company he studies and of a
fair price for the stock that repre-
sents it. Yet his most painstaking
astimate - will - only infrequently
coincide with the market price. A
stock: which = looks undervalued
by the market can well remain so
for a long time to come; and when
it appears overvalued, it might
still soar to much greater heights.
I anyinvestor 1s guided ‘solely by
values, he may remain out of the
market during the most profitabla
Jeriod -of a rise, and reenter it
ong before the downtrend is
-eversed, suffering heavy losses.
{t is small comfcrt to him to

 tnow : that, although the going

price for' a stock he bought is
30% below. the price he paid, he
has'a “bargain” in terms of “In-
trinsic ‘Value.”

Stock ‘Prices and ‘Business )
Conditions

Not only is it true that business
cycles are ‘individual in the ex-
treme, but they . are also highly
complex phenomena,

“Let the reader imagine,” say
Burns and Mitchell in their great
work “Measuring Business Cycles,”
“‘a thousand time series . .. and
he will begin to face in their full
complexity the timing relations
imong the cyclical movements of
actual life,  Such a table would
show every month, or practically
avery month, some activities in an
expanding phase, some beginning

to recede from their peaks, some:

contracting, and ‘some beginning
to revive from their troughs.”
Thus it is hazardous, if not impos-
sible, to try to determine cyclical
turning points of stock prices by
a study of the cyclical develop-
ments in other economic factors.
None of the economic series
studied by these scholars, nor by
Harold T. Davis in his “Analysisof
Economic Time Series,” was found
to. have adequate forecasting
value for the stock market—and
they did the most elakcrate jobs
yet done :

This autonomous character of
the cyclical fluctuations of stock
prices, within the framework of
the general business cycle, is one
of the greatest mental hurdles to
be taken by an investor if he is
to reach an understanding of the
real nature of his problem.
Numerous  occasions® will ‘arise
when he will deceive rather than
help ‘himself in his attempt to
reach conclusions as to the prob-
able course of stock prices even
from such closely related factors
as earnings and dividends. The
very sensitivity of stock prices to
earnings makes the latter unsuit-
able for forecasting. Stock prices
often discount edrnings long be-
fore they are published, or even
earned. The stock market itself is
likely. to be the barometer of
earnings, its movements preceding
rather than following theirs.

Still less can it be claimed that
the curves of general business ac-
tivity, or of its numerous compo-
nents, and of stock prices, will
necessarily -coincide at all times.
We all ' know that business' may be
prosperous while stack prices are
falling, and that prices may be ris-
ing while business is poor. The
late General Ayres, one' of this
country’s most distinguished sta-
tisticians, concluded from a study
for 1894-1924, that “in-the main
the stock movements that have
taken place ' during periods of
business' depression were upward
movements, while those ‘that: oc-
ccurred. when' business was pros-
perous . , . were the declines of

the market.” It would thus be fair
to ‘say that good business means
that a bear market will ensue, and
that poor business presages a bull
market. Y

In short, not much reliance can
be placed on the trends of other
economic ‘factors for forecasting
trends in stock prices. Nor, to re-
peat, can the investor often rely
upon a comparison of prevailing
levels of stock prices with their
values. In view of the limitations
of the traditional methods of an-
alysis, it is clear that they need to
be supplemented. Such also is the
conclusion of Harold T. Davis (op.
cit., p. 538):

“It would appear from the an-
alysis of other parts of this vol-
ume, that no time series yet dis-
covered precedes the stock-mar-
ket averages. . . . Hence, with
present data, it would seem that
any theory of forecasting market
action - would necessarily be an
internal theory.” (Italics ours.)

% #* &

IIx
The Scientific Basis of Market
Analysis

But what is the scientific justi-
fication for the Internal Evidence
approach?

(1) “There exist some perma-
nent structures in economic time
series and it is upon the recogni-
tion of ‘these structures that suc-
cess in forecasting must ultimately
depend. The problem then re-
solves itself into the possibility of
separating ‘the random element
from the structural component. . ..

“The success which we so much
admire in physics was not won in
a day, and there is no reason to
believe that the economic problem
will -attain its own more perfect
formulation with any less effort.”
(Davis, op, cit., pp. 500 and 580).

(2) Internal stock market an-
alysis is concerned with the direct
observation of price and volume
relationships  and their interac-
tions. It is a study of the relative

pressures exerted by the: buyers |:
and sellers of ‘stocks. It assumes

that measurements can be taken
at stated intervals of time that
will reveal internal conditions
which are related to the forma-
tion and disintegration of market
trends. Some of the data that have
proven . fruitful include prices,
volume, breadth—in their various
interrelationships; internal struc-
tural relations; internal balances.

The most fruitful use of such
data’is. based on ' relations that
have themselves a foundation in
the facts of economic life. Certain
complex economic conditions be-
come visible in market data. For
example, in our present day econ-
omy, it is a fact that in periods of
business improvement, marginal
companies benefit relatively. more
than well-established companies.
This fact finds an expression in
the relative action of the stocks of
marginal and well-entrenched
companies. We can observe when
an expansion is under way, and
when a contraction sets in.

The.fact that different types of
buyers concentrate on different
types of stocks, and that the rela-
tive knowledge, experience, and
emotional stability of these types
differ, also gives valuable evi-
dence.

(3) Both stock prices and vol-
ume are among the most sensitive
components of the cycle. This bhas
been established by the extensive
and detailed studies of the Na-
tional Bureau: uf Economic Re-
search. .

In “Measuring Business Cycles,”
Arthur F. Burns and Wesley C.
Mitchell point out that in the 15
cycles between 1878 and 1933,
share trading led the downturns
in 14 cycles and the upturns in 11,
In 19 business cycles from 1858 to
1933, stock prices have led general
business 13 times on the down-
turns, and 14 times on the rises.

When volume and price changes
are broken down for groups and
types of stocks, even more fruit-
ful anticipation is made possible,

(4) ' As the stock market has
grown in complexity, as the num-

ber of participants has increased
through the years, and as the
stock market fits into a generally
more complicated economic whole,

‘there has developed at times a

stock market cycle which is inde-
pendent of the business cycle, On
some important = occasions, the
market had fairly sustained moves
which no study of business condi-
tions or values can throw light
on. ;

For periods shorter than those
of the cyclical swings, the value
of the service that can be rendered
by internal market analysis is
even greater. Frequently, such
shorter movements have no coun-
terpart at all in the state or out-
look for business. Often their
cause lies- in changes in the
psychological attitude of investors.
When - psychological influences
dominate the market, economists

and security analysts can provide !

little guidance. But a study of
structurall changes in the internal
relations of the market can de-
tect the probability of impending
trend changes. For once we know
how to ‘isolate the elements out

of which the trends are built, we |

are no longer helpless in deter-
mining the timing of their re-
versals, And while catching short
term. fluctuations in stock prices
does not have for the investor the
same vital interest as their
cyclical turns, it should not be en-
tirely ignored. The selection of an
appropriate moment for the exe-
cution of a decision to buy or sell
can mean large differences in dol-
lars and cents.

(5) Fluctuations in ‘stock prices
frequently exert a marked influ-
ence on business. . No matter what
causes the movements, the effects
upon business are clearly observ-
able: o

“(a) Price levels make people
“feel” richer or poorer, and af-
fect their willingness to spend, or
desire to save. Luxury sales are
particularly - sensitive to stock
price changes.

power of stockholders, and
additional money may be spent.

(¢) The business man'’s psychol-
ogy is influenced by stock price
movements, and therefore the
pace of his forward commitments.

(d) New financing is dependent
upon the prevailing stock market
atmosphere. Plant expansion, etc,,
can be vitally affected by stock
market declines.

(6) Time and time again the
stock market assays unknown
factors, the effects of which.are
recorded in the market, although
there is no public knowledge of
them. It reflects the pressures of
influences where the total conse-
quences are not known by any
one person or group. These
factors may each induce some
buying or selling in the stock
market, The analyst tries to
study the composite effects of all
these influences, and to gauge the
direction of the main trend.

Conditions prevailing in each
cyclical phase tend to generate the
next phase, revealing the exist-
ence of internal causation within
each cycle, But knowledge of this
fact does not help us to determine
in advance the particular chain of
circumstances that will bring
about a turning point in any in-
dividual cycle, nor does it always
allow us to locate its causes even
when - the effects are already
visible.

‘Less than-a year after the 1929
crash, Professor Irving Fisher, one
of the leading economists of the
day, wrote: “To my mind the
problem of the stock market panic
is, and will be to some extent for
many years, an enigma.” - And
only a few weeks ago, a well-
known - financial = writer stated
that, “even in retrospect,’it was
difficult to explain why the stock
market broke in the fall of 1946.”

(7) The material used in market
analysis is current, whereas earn-
ings and business data usually lag,
sometimes seriously. All too often,
adverse or favorable fundamental

data reach the average participant

(b) Rises in the prices of secu-
rities increase the borrowing |

in the market only after they have:
passed - through - so . many hands
that can take action, that they
have become virtually useless for
trading or even investment pur—

poses.
I~ (8) The raw material used i

market analysis is more meastre-

able, homogeneous, and precise

than much of the data currently .
relied upon by Value analysis.

There is considerable " arbitrari~

ness, for example, in the impor-

tant item “Earnings” as it appears-

in financial statements. Account-

ing exigencies frequently altex

this item from year to year, so

that it is not strictly comparable.

Several things keep earnings from

being strictly comparable. The

Irole of Inventory Profits varies.

. Sometimes it is hard ‘for an ac-

,countant to distinguish a capitat

expenditure (which is not deduct-

ible from Earnings) from a cur-—
rent-expenditure (which is). Some

.companies = set aside  Reserves

lequal to their taxes, while others:

set aside Reserves greater than

their taxes, With taxes at 38%,

this can be important.

In an inflationary period, Earn- .
ings are likely to be systematical-
ly overstated because the depre-
ciation charges lose ' step withe
costs and prices. It is true, of
course, that a competent’ analys&
may be able to make the neces~
sary - adjustments, but the. item,
earnings per se, does ‘not have
the homogeneous character of; for.
example, the Closing Prices.

Deductions from vague coneepts:
are ~too manifold - for effectives
scientific use. Precisely delimited
!concepts or measurements give-
more .controlled deductions.
Measureable, operationally mean—
ingful data is necessary. Mathe~
matical formulation makes enti~
i ties clearer and easier to handle.

(9) Internal Evidence  oftem
guides us-to fruitful inquiry out—
side of the market. Market be-
havior of an unexpected type may
,emphasize the need to re-investi-

gate the dominating influences.

Through . our ' observations: of

thus these measurements, we can see

the expression, within the market,
-of the forces that lift and depress:
prices. We can relate the market
‘action to exterior influences and
gain clues from that, We cam
check the market reaction to cur-
rent news, ecarning statements,
dividends, stock market system
signals, ete.

It is always fruitful to try to.
trace the dominating influences
at any time. Technical clues have-:
to be studied against the back-
ground of their probable causes.
Constant surveillance of the in—
ternal structure of the market can
help here.

Analytical Methods

The above remarks have sug~
gested the scope of the investiga-
| tions open to market analysts. The
methods to be used are these
which are: shared by them with
the other sciences which have re~
course to precise measurements.
Modern statistical tools have been
fashioned into valuable scientific
instruments for economic analy-
sis. ' The market analyst is no
lenger restricted to the primitive
techniques of the early students
of stock movements. Nor need he
any longer consider merely . the
trend of stock prices themselves,:
but can effectively analyze the=
factors which are responsible: for
its originations and reversals. The
modern student may well discarc
the old shopworn books and, re—
place them - with .the works of
Abraham Wald, Harold Hotelling,
Harold T. Davis and R. A. Fisher.

A few months after the stock
market crash late in 1929, the
Board of Trustees of the 20th
Century Fund voted to authorize
the Director of the Fund to ex-
plore and report upon the ad-
visability of a thorough study of -
stock market cycles, their relation
to general business conditions anc
to national prosperity. The Fund’s
| Board of Trustees consisted a%
that time of such ' nationally

(Continued on page 24)
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known . figures ‘as Newion . L.
Baker, Owen D. Young, Edwar
A. Filene, as well as one of the
most distinguished scholars in the
field of the social sciences, Dean
[Roscoe  Pound ' of 'the Harvard
.aw School. There seemed to, be
ittle. question  in  their minds
ither of the importance or the
feasibility of careful investigation
of cyclical fluctuations of security
alues and of their autonomous
‘haracter. :

Acting under this authorization,
the Director of the Fund retained
‘Professor Arthur F. Burns, then
of Rutgers University and now
Director of Research of the Na-
tional Bureau of Economic Re-
search, to conduct a survey of the
ield. It might be mentioned in
passing -that in his present post
Professor Burns succeeded the in-
ternationally  honored - scholar,
Professor Wesley Clair Mitchell,
who is the foremost living student
and. authority on business cycles.
Professor Burns undertook the
survey and: submitted the same
year a report which was pub-
lished by the Fund under the title,
“Stock Market Cycle Research.”
As a result of his reconnaissance
of the possibility of research into
the cyclical fluctuations of stock
prices, Burns made a number of
specific ' suggestions  for further
inquiry.

- It was, of course, to be expected
that in so difficult and complex a
field, scientific progress would be
slow and sporadic. Some progress,
however, has been achieyed, A-
number - of . individual workers
have been engaged in- research
along the lines suggested by Pro-
fessor Burns. Many of his recom-
mendations and suggested meth-
ods are now part of the daily. work
of ‘the market analysts applying
scientifie statistical methods. They
have also in the course of their

studies: developed some new and |

promising avenues of additional
statistical research into the fluc-
tuations of stock prices. Even
though a great deal remains to be
done, the results have been in
many cases quite rewarding and
leave little doubt of - additional
future fulfillment. It is not sur-
prising, perhaps, that since they
pertain {o a highly specialized
field, the very existence of such
studies and the ‘possibilities that
are being opened by them are not
widely recognized by the general
public. It is more to be regretted,
Rowever, that even on the part of
some financial writers, whose pro-
fessional interest should give them
a clearer understanding of the
subject, there is little real knowl-
edge. Recent -attacks that have
been made, lumping together seri-
ous work and soothsaying, reveal
the amount of ignorance and prej-
udice concerning the nature of the
research which is being conducted
in this field. : 2

It should be finally noted that,
while the market as a whole has
broad - cyclical movements, indi-
vidual stocks nevertheless do not
lose their special characteristics,
and, against the background of
the general mass movement of
stocks, trace their own individual
curves, It is in-this field in par-
ticular that security and industry
analysis, can  find , their specific
application in order to_ select the
stronger and the weaker eduities.

. In this paper; we have examined
the representative ¢riticisms
directed ‘against the validity of
mirket analysis and haye found
them wantirig. We have been able
to - demonstrate that they flow
from numerous ' misconceptions
and fallacies ‘about the nature of
'stock price phenomena and
modern scientific technigiies. We
have also proven thit the In-
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trinsic Value version of the value

d | approach suffers from an inade-

quate formulation of its, own cen-
tral concept and, therefore, can-

1not. be  accepted. for precise,

unambiguous scientific use. Gen-
erally, estimates of value, derived
from yields to come, are extreme-
ly precarious projections into. the
future. The value approach, more-
over, fails to recognize the eco-
nomic dilference between a pri-
vately owned enterprise and 2
stock on an Exchange.

We. have reviewed some other
important alternative approaches
to investment problems and have
stressed the conclusion of the
most authoritative scientific re-
search that .forecasfing stock
prices from the movements of
other economic factors has proven
deceptive. Finally, we have shown
that the Internal Evidence ap-
proach rests on a solid :scientific
foundation. The facts that stock
pricés constitute ~an . economic
time series, and that their liqui-
dity transforms the problems of
equity ownership, recommend
market analysis as an - essential
working tool for investment man-
agement. : ;

This is.a brief for the value of
the study of Internal Evidence.
It does not suggest the abandon-
nient of all other. approaches to
investment problems. Thejir scope
is so broad, and their nature is
so difficult, that they offer a wide
field in which the services of all
sound methods and of all -able
students should find room. . for
cooperation instead of wasting
human  energies. in doctrinaire
wars, Value analysis,  economic
analysis and market analysis are
all part of the relevant processes

its own particular field of applica-
tion in which its comparative ad-
vaintage and usefulness are great-
est.

FIG Banks Place Dehs.

A successful offering of an is-
sue of debentures for the Federal
Intermediate Credit Banks was
made Dec. 17 by Charles R, Dunn,
New York, fiscal agent for the
banks. The financing ' consisted
of $45,215,000 1.357% consolidated
debentures dated Jan. 2, 1948 and
due Oct. 1, 1948. The issue was
placed at par. The proceeds to-
gether with cash funds of $4,190,-
000 will be used to retire $49,-
405,000 of debentures due Jan. 2,
1948. As of Jan. 2, 1948 the total
amount of debentures outstanding
will be $349,845,000.

Paine, Webber to Admit
. Paine, Webber, Jackson & Cur-
tis, members of the New York
Stock Exchange and other leading
exchanges, will admit George M.
Forrest to partnership in the firm
on Jan. 1. Mr. Forrest will make
his headquarters at the firm’s Los
Angeles office, 626 South Spring
Street. '

Also on Jan: 1 Charles Francis
Adams, Jr., and’ Frank R. Hope,
general partners, will become lim-
ited partners in the firm; William
Paine LaCroix will retire from
partnership on Dec. 31.

Mayer & Hart Admit

Mayer & Hart, 1 Wall Street,
New York City, members of the
New York Stock Exchange, will
admit George Wrage to general
partnership and Sadie Mayer and
Elvira Lyon Scheuer to limited
partnership on Jan. 1. Mr. Wrage
will acquire the New York Stock
Exthange membership of Walter
T. Garden.

 President Submits Plan for European Recovery -

. (Continued from page 6) = °
spread starvation and disease and
to. make a start toward economic
recovery. In the first year and a
half after V-E Day, the .people of
Western Europe, by their own dil-
igent efforts and with the aid of
the United States and other na-

tions, made remarkable progress

toward these objectives.

At the beginning. of 1947, how-
ever, they were still short of the
goal of economic recovery. Their
difficulties were greatly increased
during the present year, chiefly
by a bitter winter followed by
floods and droughts, which cut
Western Europe's grain crop to
the lowest figure in generations
and hampered production of many
other products. A%

Nevertheless, it was clear by last
spring that Europe had ‘achieved
sufficient political and economic
stability to make possible an over-
all plan for recovery. Lkt

European recovery is- essen-
tially a problem for. the.nations
of E%'urope. It was therefore ap-
parent that it could not be solved,
even. with outside .aid,  unless
the European nations themselves
would find a joint solution and

accept joint responsibility for its.
Such -a_ cooperative-

execution,
plain would serve to release .the
full productive .resources: of Eu-
rope and provide 'a proper hasis
for measuring the need and, ef-
fectiveness .of further aid from
outside Europe,. and .in particular
from the United States. -

These, considerations ledto ‘the
suggestion by  theSecretary  of
State on June 5, 1947, that further
help from the United States should
be given only. after the countries

of Europe had agreed upon their|

basic requirements and the steos
which they would take .in.order
to give proper effect to additional

g L T3 )CESSES | aid from us.
of investment guidance. None is| (LB
fully adequate by itself. Each has

|- In response’to this suggestion,
representatives, of 16  European
nations assembled in Paris in July,
at the invitation of the British and
French Governments, to draw up
a cooperative program of Euro-
pean recovery. They formed a
Committee of European Economic
Cooperation. The countries rep-
resented were: Austria, Belgium,
Denmark, France, Greece, Iceland,
Ireland, Italy, Luxembourg, the
Netherlands, Norway, Portugal,
Sweden, Switzerland, Turkey and
the United Kingdom. Although
Western Germany was not for-
mally represented on the Com-
mittee, its requirements as well
as its ability to contribute to Eu-
ropean ecoroimic recovery were
considered iy the Committee.

The Recovery. Program’ Proposed
By the Euronean Countries

The report of the. European
Committee was transmitted toithe
Government of the United States
late in.  September. -The report
describes the present economic
situation of Europe and the ex-
tent to which the: participating
countries can solve their problem
by individual and joint efforts.
After taking into account these
recovery efforts, the report. esti-
mates the extent to Wwhich the 16
countries will be unable, to pay for
the imports they must have.

The report points out that the
peoples of Western Europe .de-
pend for their support.-iipon in-
ternational trade.
possible for some 270 million ped=
ple, occupying this relatively small
area, to enjoy a good-standard of
living only by manufacturing. im-
ported raw materials, and export-
ing the finished products’ to the
rest. of the world. They must also
import foodstuffs in large volume,
for there is not enough;farm land
in Western Europe, to support. its
population - even with - intensiye
cultivation . and . with : favorable
weather, - They cannot : produce
adequate amounts  of - cotton,: oil
and, other raw. materials. Unless
these deficiencies are met by im-

ports; the productive centers of

It has: been’

Europe can function. only. at low)
efficiency, if at all, - ik
. In the past these necessary, im-
ports .were paid for by exports
from Europe, by the performance
of services such'as shipping and
Panking, and by income from cap-
ital investments abroad. - All these
elements of . international  trade
were so. badly disrupted -by the
war that the people of Western
Europe have been unable to. pro-
duce in their own countries, or to
purchase . elsewhere, . the . goods
essential to their livelihood. Short-
ages of raw materials, productive
capacity, and exportable commodi-
ties have set up vicious circles of
increasing scarcities and lowered
standards of living. 4
The economic recovery of West-
ern European countries depends
upon breaking through these vi-
cious circles by increasing produc-
tion to a point where exports and
services can pay for the .imports
they must have to live. The basic
problem. in, making Europe . self-
supporting is to increase European
production.: . : 1 ’
The 16 nations presented. in
their report a recovery program
designed to enable them, and
Western Germany, to become eco-
nomically self-supporting within
a period of ;four years and there-
after- to - maintain a. reasonable
m:nimum_. standard of living for
their people withoiit special help
from others. - The. program rests
upon four basic points: -
“(1), A strong " production effort
by each of the participating coun-
tries, . " e
::(2) -Creation of internal finan-
cial stability, by each’ country.
- (3) Maximum and . continuing
cooperation among the participat-
ing countries. . "
(4) A ‘solution of:the problem

of the | participating cqunj:ries’
ra deficit with the /American

trading g
continents, particularly - by In-

{icreasing ;European exports.

"'The nations represented-on the
‘Buropean - Committee . agreed at
Paris to do’ everything .in- their
power to achieve these four aims.
They agreed to take definite meas-
ures leading to financial, economic
and monetary stability, the reduc-
tion of trade barriers, the removal
.of obstacles to the free movement
of persons within Europe, and a
joint effort to use their common
resources to the best advantage.

These agreements are a source
of great encouragement. When the
representatives of 16 sovereign
nations, with diverse peoples, his-
tories .and institutions, jointly
determine to achieve closer eco-
nomic ties among themselves and
to break away from the self-de-
feating actions of narrow national-
ism, the obstacles in the way of
recovery’ appear less formidable.

The report takes into account
the productive capacities of the
participating nations and their
ability to obtain supplies from
other parts of the world. It also
takes into account the possibilities
of obtaining funds through the
International Bank for Recon-
struction and Development,
through private investment, and
ifi some instances by the sale of
existing foreign assets. The par-
ticipating  countries = recognized
that. some . commodities, . particu-
larly food, will remain. scarce for
years to come, and the diet: they
have ‘set as their goal for 1951 is
less adequate’in most cases than
‘their pre-war diet. The report as-
sumes - that  many countries’ will
continue restrictions on'the:dis-
tribuition - of “shortage. ifems: such
as food, clothing and fuel; = *
/When all these factors had been
considered, ' the Eurapean;.Com-
mittee concluded that"there  will:
still' be ‘a_requirement’ for: large
quantities of food, fuel, raw.ma-
terials and capital edquipment for
which the financial:resources of
the participating countries will be
inadequate. With successful ‘ex-
ecution of the European.recovery
program,  this .requirement  will

diminish in each of the: four years

ahead; and the Committee antici=
pated ‘that by 1952 Europe could, .
again meet its needs without spe-
cial aid.
. - Appraisal of .the European '’

. Problem . = B

The’ problem: of ~economic - re-

covery. in. . Western Europe. . is
basically. . of.. the character: des
scribed in-the:report of the 16
nations. A successful. European
recovery . program .  will. depend:.
upon . two essentials;. The first is
that each nation, separately and.
all the - nations : together : should
take .vigorous - action . to - help
themselves. The setond essential
is that  sufficient outside aid
should ‘be made available to pro-i
vide the margin of victory forthe
recovery program. ; N
_The necessary imports which,
the 16 countries cannot finance.
without assistance constitute only:
a.small proportion, in terms of
value, of their total national pro-
duction—someé 5% over-the four
years of the program. These im-
ports, however, are of crucial im-
portance in, generating recovery.,
They represent the difference be-
tween ever-deepening stagnation.
and. progressive improvement. . . -
_ Most . of the necessary outside,
aid, if.it is-to come at-all,. must.
come from.the United States. It
is a simple. fact that we. are.the,
only nation with' sufficient eco-

momic strength to bridge the tem-:
‘porary.. gap ..between minimum
‘European  needs: and war-dimin-. -

ished European resources,

We expect that other countries:

‘which have it ‘within their power

will “also give, what assistance
they can'to, Europe, Canada, for

‘éxample, "has been "lending as-.

sistance to Europe fully as .great,
in proportion  to' its ‘capacity as
that which  we have, given. We!
also expect that international ir
stitations, particularly the Inter-
national Bank, will provide such
assistance as they can within their’
charters. But the fact remains —:
only the United States can pros
vide the bulk of the aid, needed
by Europe over.the next four
years. ) :

‘It is necessarily. a complex and.
difficult task to determine the ex-:
tent and nature of this aid. -

In some respects, the situation
has changed significantly since
the report of the 16 countries was:
completed. Some of ‘these changes,
have been unfavorable, including
price increases in the United
States and other countries where
Europe makes purchases, a serious”
drought in Europe, and aggres-
sive activities by communists and
communist-inspired groups aimed
directly at the prevention of Eu-
ropean recovery.

There have also been favorable
changes. In the last few months
coal production in the Ruhr dis-
trict of western Germany has in-
creased from 230,000 tons a day to:
290,000. tons a day. Similarly, coal
production in the United King-
dom has risen markedly in recent
weeks. Iron, and steel production
has correspondingly  increased.
Such  increases -in. production,

‘which 'lie at the heart of indus-"

trial recovery, are of far-reaching
importance. e
Further changes inthe situd-
tion, now unpredictable, are; £o .
be expected as‘European recovery:
progresses. .’ : ;

All our plans .and actions must:
be. founded’ on the fact-that:the. -,
situation ‘we are dealing with.is:
flexible and not fixed, and:we
must be prepared to make ad-!

| justments whenever necessary.:

{ Weather conditions will largely’

determine  whether . agricultural’

goals can be met. :
oo :

~ Political events in Europe.and. -

in the, rest .of. the world caniiof;
be .accurately foreseen.. We must,
not, e blind. to the, fact that the.
communists ‘have announced.
determined. opposition to any,, ef-,
fort:to help Europe get back on 1t,ls;
feet., There  will unquestionably
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" be further: incitéments to. strike;
ot for the purpose of redréssing
he legitimate grievances of par-
ticular groups, but tor the purposa

of bringing chaos in the hope that
it will pave the way for totali-
tarian control, ., - ;
- On tne . other hand; if confi-
dence_and: optimism are, reestab-
lished soon, the spark they pro-
vide "can kindle united efforts ‘to
a degree which would substan:
tially accelerate the progress of
European: recovery,
. Despite these many imponder-
ables, the dimensions of the nec-
essary. assistance - by. the United
States can now  be determined
within reasonable’ limits. We can
evaluate the probable  success of
a bold concept of assistance to the
European économy. We can deter-
" mine the principles upon which
American aid should be based. We
can estimate ‘the probable magni-
tude of the assistance required
and judge whether.we can, safely
and wisely, provide that assist-
ance.

Extensive  consideration - has
been given to these problems.
Congressional committees and in- |
dividual- Members of the Congress
have studied them at home and
abroad “during the recent Con-
gressional recess. The report of
the ' European nations has been:
carefully analyzed ‘by officials of
our government. Committees of
the Executive Branch and a
group of distinguishied private
titizens have given their best
thought. to "the relationship be-
tween. Europe’s needs and our
resources.

" Program for United States Aid

In the light of all these factors,
an integrated program for United
States aid to European recovery
has been prepared for submission
to the Congress.
- In developing - this program,
certain bas'c cons.derations have
been kept in mind:

First, the program is ‘designed
to make genuine recovery pos-
sible within a definite period of
time, and not merely to continue
relief indefinitely,

Second, the program is designed
to insure that the funds and goods
which we furnish will be used
most efiectively for European re-
covery.

Third, the program is designed
to minimize the financial cost to
the United States, but at the same
time to avoid imposing on the
Europeen countries crushing f -
nancial burdens which they could
not carry in the long run.

Fourih, the program is designed
with due regard for conserving
the physical resources of the
United States and minimizing the
impact on our economy of fir-
nishing aid to Europe. )

Fifth, the program is designed
to be consistent with other inter-
national relationships and respon-
sibilities of the United States.

. Sixth, the administration of the
Jprogram is. designeéd to carry out
wisely and efficiently this great
enterprise of our foreign policy.

I shall discuss each of these ba-

.sic considerations in turn.

- ~Recovery — Not Relief -

The program is designed to as-
sist, the participating European
countries in obtaining imports es-
sential. to: genuine economic re-
‘covery which they cannot finance
~ from their. own resources. It is
- :based on the éxpectation that with
this’assistance. European recovery
<can be substantially completed in
about four years, .

The aid ‘which will be required
from ‘the United ' States” for the
“first 15 months—from’ ‘April. 1,
1948, to June 30, 1949-—is now' es-
timated at, $6.8: billion.'-, -

. These "funds ‘ represent .careful
estimates of the cost of the goods
‘afd services which will ‘be re-
quired during this périod to start
‘Europe on: the ‘road to genuine
economic recovery. The European
reéquirements as they were stated
cin the Paris report have: been
closely reviewed and $caled dowii-
ward where they appeared.to in~-

i
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Clude non-essentials or where lin=
ited supplie$ “will prevent their
full; satisfact.on,

The requirements of the remain-.
ing three years of the progras.
are more difficult to estimate now,
but: they are expected to decrease
year by year as progress is made
toward recovery, Obviously, price
changes, weather and crop condi-
tions and other unpredictable fac-
tors will influence the overall cost
of our .aid, Nevertheless, the in-
herent nature of this enterprise
and the long-range ‘planning nec-
essary to put it into effect on both

sides of the Atlantic require that|:

this Government indicate its plans
for ‘the duration and the general
magnitude of the program;:with~
out, committing itself to specific
amounts in future years, The best
estimates we can now make indix-
cate that appropriations of about
$10.2 billion-will be required for.
the last three years, el

I. recommend. that legislati‘b"iri\

providing for United States aid.
support of the European recovery
program authorize the appropria-
tion of $17: billion from-April 1,
1948, to' June 30, 1952. Appropria
tion for the period from -April:
1948, to June 30, 1949, shou
made in time for the program-te:
be put into effect by April 1;1948,,
Appropriations for the later years
should be considered subsequently.
by the : Congress .on an annual
basis,

The funds we make available
will énable the countries of Eu-
rope to purchase goods which will
achieve two purposes—to lift the
standard of living in Europe closer
to a decent level, and at the same
time to enlarge European capacity
for production. Our funds will
enable them to import grain for
current consumption, and fertil-
izer and agricultural machinery
to increase their food production.
They will import fuel for current
use, and mining machinery to in-
crease their coal output. In addi-
tion they will obtain raw materi-
als, such as cotton, for current
production, and some manufactur-,
ing and transportation equipment
to increase their productive ca-
pacity.

The industrial goods we supply
will be primarily to relieve criti-
cal shortages at a few strategic
voints which are now curtailing
the great productive powers. of
Europe’s industrial system.

The fundamental objective of
further United States aid to Euro-
vean. countries is to help them
achieve economic self-support and
to contribute their full share to a
peaceful and prosperous world.
Our aid must be adequate to this
end, If we provide only half-
hearted and half-way help, our
efforts will be dissipated and the
chances for political and economic
stability in Eurcpe are likely to
be lost. :

Insuring Proper Use of
United States Aid

A  second basic consideration
with regard to this program is the
means by ‘which- we can insure
that our aid will be used to achieve
its real purposes—that our: goods
and - our dollars will contribute
most -effectively to European. re-)
covery. - Appropriate’ agreements’
among' the participating countries
and with the United States are
essential to this end.

At the Paris conference the Eu-

ropear nations plédged themselves|:

to take_specific - individual and,
cooperative actions: to' accomplish
genuine . recovery. While some
modification  or amplification. of.
these pledges may prove desirable,
mutiial undertakings of this hature
are essential. They will give unity
of purpose and effective coordi-
nation: to . the endeavors of the
peoples of the: 16 nations::
In-addition, each of the coun=
tries ‘receiving: aid will be ex-
pected to enter into an agreement
with the United States affirming
the pledges which it has given to
the. other participating countries,:
and’ making- additional commit-
ments. = : Lo 2
‘Under’ these agreements,  each

take'the following actions, éxcept
whére they are inapplicable to the
country concerned: ! :
++{ k). To promate increased indus-
Airial-and agricultural product.on
intorder to'enablé the participat-
ing country.to become independ-
.ent of abriormal outside economit
assistance, ; |
~(2)'To take financial and mohe-
tary measures necessdary to sta-
bilize its currency, establish or
maintain /a proper rate of ex-
change, and'generally 'to restore
or mainta.n confidence in its mon-
etary system. ; .
(3) + To: cooperate with other
participating countries to reduce
barriers. .to--trade among them-
selves and: with other countries,
arid to stimulate an increas'ng in-
terchange of goods and services.
“.(4) To make efficient use; with-
in- the: framework of a joint pro-
am:.for, European recovery, of

urces of the: participating
ind. to take the neces-
$'to assure efficient use

n the interest of European eco-
rnomic recovery of all goods and
services' made available through
United States aid.

“¢(b) To stimulate the production
of specified raw materials, as may
‘e mutually agreed upon, and to
faeilitate the procurement of such

States. for stockpiling purposes
from the excess above the reason-

‘| able domestie usage and commer-

cial export requirements of the
source country.

(6) 'To.deposit in a special ac-
count the local cutrrency equiv-
alent of cid furnished in the form
of grants, to be usec only in a
manner - mutually agreed betiveen
the two governments.

(7) To publish domestically and
to furnish to the United States
appropriate information concern-
ing the use made of our aid and
the progress made under the
agreements with othier participat-
ing countries and with the United
States.

3, The  United States  will, of
course; retain the right to deter-
mine whether aid to any country

assistance has not beenh used ef-
fectively.

Financial Arrangements

A third basic consideration in
formulating.. the program of
United States aid relates to the
financial arrangements under
‘which our.aid is to be provided.

One of the problems in achiev-
ing- the - greatest bénefit from
United States aid is the extent to
which funds should be made
available in the form of grants as
contrasted with loans. It is clear
that we *should require repay-
ment to the extent that it is feasi-

jectives of the program, in order
that no unnecessary burden be
imposed . upon the people of the
United States. It is equally clear
that we should not require re-
Payment where it would impose
paralyzing = financial obligations
on the people of Eurcpe and thus
(défeat the basic purpose of mak-
ing Europe self-supporting.
:Recovery for Europe will not
be, achieved until its people are
able: to pay for their necessary
imports with foreign exchange ob-
tained - through the export of
goods:and services, If they were
to ve  additional - burdens . to
bear.in the form of interest and
amortization 'payments in future
years, they would have to plan
for an even higher level of exports
to meet these obligations, This
would necessarily increase .the
-requirements of the recovery pro-
gram, and :delay the achievement
Lof economic stability.

. It is. ‘also important . that an
inereasing portion of the fihancial
needs. of Europe be met by dollar
loans | from ' the - International
Bank,  and by the revival of pri-
vate . financing.  This = prospect
‘would be seriously jeopardized if
the United States, as part of the
recovery program, were to impose

country - would . pledge -itself ‘to

all ‘that:the traffie will bear in the
form of debt obligations: 3

|special loans to assist them in

rraw- materials by the United |

is to be continued if-our previous:

ble and consistent with the ob-|

I recommend that  our ?igi
shotild be extended partly int the
form of grants-and partly in the
form of loans, depending prima-
rily upon the capacity of edch
country to make repayments, and
the effect of additiohal inter-
national “debt upon ' the accom-
plishment of-genuine recovery. No
grants should be made to coun-
tries able to pay cash for all im-
ports or to repay loans.

t a later date it may prove
desirable to make available 'to
some of the European countries

attaining monetary stability. I am
not now requesting atithorization
for such loans, since it is not pos-
sible at this time to determine
when or to what extent such loans
should be made.

As economic conditions in Eu-
rope improve and: political condi-
tions become more stable, private
financing can be expected to play
an _increasingly ~important  role.
The recommended program - of
United States aid includes pro-
visions to encourage private fi-
nancing and investments.

Impact on the United States
Economy

A fourth basi¢ consideration is
the effect of further aid for Eu-
rope upon the physical resources
of the United States and upon our
economy. =

The essential import require-
ments of the 270 million people
of Western Europe cover a wide
range of products. Many of these
requirements can be met by the
United States and other countries
without substantialdifficulty.
Howeveér, a number of the com-
modities which are most essential
to European recovery are the
same commodities for ~which
there is an unsatisfied demand in
the United States.

Sharing these commodities with
the people of Europe will require
some self-denial by the people of
the United States. I believe that
our people recognize the vital im-

ductive capacity and need not pro-
duce a dangerous straln on . our
economy, ;

(At the same time, a group of
distinguished private citizens un-
der the Chairmanship of the Sec-
rgtary of Comimerce considered
the extent and nature of foreign
aid. which the Un.ted States can
and shou{d provide. The conclu-
sion of this group was tnat a pro-
gram of the scope I am recom-
mending is a proper, wise and
necessary use of . United  States
resources.

The reports, submitted to me by
the Council of Economic Advisers
and ' the committees “under the
Chairmanship of the Secretary of |
the Interior and the Secretary of
Commerce  all emphas.zed that
specific measures should be taken
to prevent our foreign aid: pro-
gram from Imposing unnecessary

urdens on our economy.

If the United States were to
supply from its own production
all the essential commodities
needed to meet European require=-
ments, unnecessary scarcities and
unnecessary inflationary pressures
would be created within our econ=
omy, It is far wiser to ass.st in
financing the procurement of cer-
tain of these commodities from
other countries, particularly ' the’
other food-producing countries in
the Western Hemisphere. = The
funds = we  make  available ' to
aid European recovery, therefore,
should not be restricted to pur-
chases within the United States.

Under the proposed program of
aid to Europe, the total exports
to the whole "world ' from  this
country during the next yeéar are
expected. to be no greater than our
total exports during the past 12
months. S0 :

This level of exports will never-
theless have an important impact
on our markets. The measures I.*
have already proposed to the Con-
gress to fight general domestic
inflation will be useful, as well,
in cushioning the impact of thé
European aid. program.

' The effect of aid to Europe upon:

portance of our aid program”and
are prepared to share their goods
to insure its success.

While the burden on our people
should not be ignored or mini-
mized, neither should it be ex-
aggerated. The program of aid to
Europe which I am recommending
is well within our capacity to
undertake.

Its total cost, though large, will
be only about 5% of the cost of
our effort in the recent war.

It will cost less than 3% of our
national income during the life
of the program. .

As an investment toward the
peace and security of the world
and toward the realization of hope
and confidence in a better way
of life for the future, this cost
is small indeed.

A committee under the chair-
manship of the Secretary .of the
Interior was appointed last sum-
mer to study the effect of a for-
eign .aid program upon the na-
tural resources of our country. Its
study has shown that our re-
sources can safely meet the de-
mands of a program such as I am
now . recommending. Such . de-
mands could not, however, be sup-
plied indefinitely. Our program of
aid to Europe recognizes this fact.
Our exports to Europe will de-
crease during the succeeding years
of the program as trade is revived
along realistic patterns which will
make available from other sources
an - increasing share  of - Europe’s
requirements. ‘

Actually, our position with
respect to some raw materials of
which we have inadequate do-

| mestic resources will be improved

since, under our program of aid to
LEurope, an :increased amount of
these materials will be made
available to us.

During recent months the Coun-
cil of Economic Advisers made an
intensive study of the impact of
foreign aid on our domestic econ-
omy. The Council concluded that
a program of the size now con-
templated is well within our pro-

increase rapidly.

.our economy, as well as its finan-

cial cost, will be significantly af-
fected by the arrangements we
make for meeting shipping re-
quirements. g

The interest of the United States
will be served best by permitting .
the sale or temporary transfer of
some of our war-built merchant
ships to the European countries,
Because of world steel shortages,
the sale or temporary transfer of
ships should be linked with a re-
duction or deferment of the pro-
jected shipbuilding schedules of
the participating countries. These
arrangements should be consistent
with their ‘long-range merchant
marine requirements. They should
also be consistent with our long-~i
range objectives of maintaining
an adequate merchant marine and
shipbuilding ~industry for the
United States. :

Making these vessels available
to the European countries  will
materially reduce ‘the cost of
United States aid both by lowering
shipping costs and by reducing the
use of scarce materials for new
ship construction overseas.

Relationship to Other
International Questions

A fifth basic consideration is
the relationship of our aid te the
European recovery program  to
other international questions. =

I have already mentioned that
the requirements and resources of
Western Germany were 'included
in the considerations of the 16
countries at Paris. Our program
of United States aid also includes
Western Germany,

The productive capacity of the
highly industrialized areas of
Western Germany can contribute
substantially to the general co-
operative effort required for Eu-
ropean recovery. It is essential

'that this productive capacity be

effectively utilized; and it is es-
pecially important that  the coal *
production of the Ruhr continue to :
Fi&
Every precaution must of course

(Continued on page 26)
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Scientific Basis of Internal Stock
~ Market Analysis

(Continued from page 23)

known . figures as -Newion D,
Baker, Owen D..Young, Edwar
A. Filene, as well as one of the
most distinguished scholars in, the
ield of the social sciences, Dean
Roscoe Pound: of the Harvard
[Law School. There seemed to, be
ittle question in  their minds
ither of the importance or the
easibility of careful investigation
of cyclical fluctuations of security
alues and of their autonomous
icharacter. :

Acting under this authorization,
he Director of the Fund retained
rofessor Arthui F. Burns, then

of - Rutgers University and now
[Director of Research of the Na-
tional Bureau of Economic Re-
Isearch; to conduct a survey of the
Hield. It might be mentioned in
Ipassing . that in his present post
IProfessor Burns succeeded the in-
ternationally = -honored ' scholar,
Professor Wesley Clair Mitchell,
who is the foremost living student
andauthority on business cycles.
Professor - Burns undertook the
survey and submitted the same
year a report which was pub-
lished by the Fund under the: title,
“Stock Market Cycle Research.”
As.a result of his reconnaissance
of the possibility of research into
the cyclical fluctuations of stock
prices, Burns made a number of
specific suggestions for  further
inquiry.

It was, of course, to be expected
that in so difficult and complex a
field, scientific progress would be
slow and sporadic. Some progress,
however, has been' achieved, A
number - of  individual - workers
have been ‘engaged in research
along the lines suggested by Pro-
fessor Burns. Many of his recom-
mendations and suggested meth-
ods are now part of the daily work
of the market analysts applying
scientifie statistical methods. They
have also in the course of their
studies: developed some new and
promising avenues of additional
statistical research into the fluc-
tuations of ‘stock prices. Even
thouigh a great deal remains to be
done; the results have been in
many cases quite rewarding and
leave little doubt of additional

future fulfillment. It is not sur-
prising, perhaps, that since they
pertain 1o ‘a highly specialized
field, the very' existence of such
studies and the possibilities that
are being opened by them are not
widely recognized by the general
public. It is more to be regretted,
TPowever, that even on the part of
some financial writers, whose pro-
fessional interest should give them
a clearer understanding of the
subject, there is little real knowl=
edge. Recent -attacks that have
been made, lumping together seri-
ous work and soothsaying, reveal
the amount of ignorance and prej-
udice concerning the nature of the
research which is being conducted
in this field. i

It should be finally noted that,
while the market as a whole has
broad cyclical movements, indi-
vidual stocks nevertheless do not
lose their special characteristics,
and, against the background of
the general mass movement of
stocks, trace their own individual
curves, It is in-this field in par-
ticular that security and industry
analysis. can find , their specific
application in order to select the
stronger and the weaker equities.

Summary

- In this paper, we have examined
the representative criticisms
directed against the validity of
market analysis and haye found
them wantiiig. We have been able
to demonstrate that they flow
f‘rom _ numerous 'misgoncgptions
and fallacies about the nature of
'Stock price phenomena and
modern scientific techniques. We

\ trinsic Value version of the value
d | approach suffers from an inade-

quate formulation of its own cen-
tral ‘concept and, therefore, can-
not be accepted for: precise,
unambiguous scientific use. Gen-
erally, estimates of value, derived
from yields to come, are extreme-
ly precarious projections intfo,the
future. The value approach, more-
over, fails to recognize the eco-
nomic difference between a pri-
vately owned emterprise and a
stock on an Exchange.

We have reviewed some other
important alternative approaches
to investment problems and have
stressed the conclusion of the
most authoritative - scientific re-
search = that forecasting stock
prices from the movements of
other economic factors has proven
deceptive. Finally, we have shown
that the Internal Evidence ap-
proach rests on a solid scientific
foundation. The facts that stock
pricés  constitute an. economic
time series, and that their liqui-
dity transforms the problems of
equity  ownership, recommend
market. analysis as an - essential
working tool for investment man-
agement, ‘

This is.a brief for the value of
the study of Internal Evidence.
It does not suggest the abandon-
ment of all other.approaches to
investment problems. Thejir scope
is so broad, and their nature is
so difficult, that they offer a wide
field in which the services of all
sound methods and_ of all ' able
students should find room. for
cooperation instead of wasting
buman _energies, in ' doctrinaire
wars.  Value analysis, economic
analysis and market analysis are

of investment guidance. None is
fully adequate by itself. Each has
its own particular field of applica-
tion in which its comparative ad-
v:_xtntage and usefulness are great-
est.

FIG Banks Place Debs.

A successful offering of an is-
sue of debentures for the Federal
Intermediate Credit Banks was
made Dec. 17 by Charlés R, Dunn,
New York, fiscal agent for the
banks. The financing ' consisted
of $45,215,000 1.357% consolidated
debentures dated.Jan. 2, 1948 and
due Oct. 1, 1948. The issue was
placed at par. The proceeds to-
gether with cash funds of $4,190,-
000 will be used to retire $49,-
405,000 of debentures due Jan. 2,
1948. As of Jan. 2, 1948 the total
amount of debentures outstanding
will be $349,845,000.

——— e TR+ + o

Paine, Webber to Admit

Paine, Webber, Jackson & Cur-
tis, members of the New York
Stock Exchange and other leading
exchanges, will admit George M.
Forrest to partnership in the firm
on Jan. 1. Mr, Forrest will make
his headquarters at the firm’s Los
Angeles office, 626 South Spring
Street. : :

Also on Jan. 1 Charles Francis
Adams,’ Jr., and Frank R. Hope,
general partners, will become lim-
ited partners in the firm; William
Paine LaCroix will retire from

Mayer & Hart Admit

Mayer & Hart, 1 Wall Street,
New-York City, members of the
New York Stock Exchange, will
admit George Wrage to general
partnership and Sadie Mayer and
Elvira Lyon Scheuer to limited
partnership on Jan. 1. Mr. Wrage
will acquire the New York Stock
Exchange membership of Walter

have also proven that the In-

T. Garden.

all par{ of the relevant processes;

President Submits Plan for European Recovery -

. (Continued from page .6)
spread starvation and disease and
to make a start toward economic
recovery, In the first year and a
half after V-E Day, the people of
Western Europe, by their own dil-
igent efforts and. with the aid. of
the United States and other na-
tions, made remarkable progress
toward these objectives,

At the beginning. of 1947, how-
ever, they were still short of the
goal of economic recovery. Their
difficulties were greatly increased
during the present year, chiefly
by a bitter winter followed by

floods and droughts, which  cut

Western Europe’s grain crop. to
the lowest figure .in. generations
and hampered production of many
other products. :
Nevertheless, it was clear by last
spring that Europe had ‘achieved
sufficient political and economic
stability to make possible an over-
all plan for recovery. e
European recovery is- essen-
tially a problem for. the:nations
of Europe. It was therefore ap-
parent that it could not be solved,
even, with outside  aid, unless
the European nations themselves
would find a, joint solution and
accept joint responsibility for its
execution.
plann would. serve to. release the
full productive resources .of Eu-
rope and provide 'a proper hasis
for measuring the need and. ef-
fectiveness. .of further aid  from
outside Europe, and .in :particular
from the United States; :
These, considerations:led to the
suggestion by the Secretary  of
State on June 5, 1947, that further
help from the United States should
be given only after the countries

of Europe had agreed upon their|{

basic requirements and the steps
which they would take in.order
to give proper effect to additional
aid from us.

representatives. of 16  European
nations assembled in Paris in July,

at the invitation of the British and |

French. Governments, to draw up
a cooperative program of Euro-
pean recovery. They formed a
Committee of European Economic
Cooperation, The countries rep-
resented were: Austria, Belgium,
Denmark, France, Greece, Iceland,
Ireland, Italy, Luxembourg, the
Netherlands, Norway, = Portugal,
Sweden, Switzerland, Turkey and
the United Kingdom. Although
Western Germany was not for-
mally represented on the Com-
mittee, its requirements as well
as its ability to contribute to Eu-
ropean ecoromic recovery were
considered iy the Committee.

The Recovery Program’ Proposed
By the Euronean Countries

The report of the European
Committee was transmitted to the
Government. of the United States
late in. September. -The report
describes the present economic
situation of Europe and the ex-
tent to. which the . participating
countries can solve their problem
by individual and joint efforts.
After taking into account these
recovery efforts, the report. esti-
mates the extent to which the 16
countries will be unable to pay for
the imports they must have.

The report. points out that 'the
peoples of Western Europe de-
pend for their support.upon in-
ternational trade. It has: been
possible for some 270 million peo-
ple, occupying this relatively small
area, to enjoy a good standard .of
living only by manufacturing. im-
norted raw materials, and export-
ing the finished products’ to the
rest, of the world.  They. must also
import foodstuffs in large volume,
for there is not enough farm land
in. Western  Europe . to support its
population - even with - intensive

cultivation . and = with '; favorable;

weather. They cannot . produce
adequate amounts of cotton, qil
and. other raw. materials. ;Unless
these deficiencies are met by im-
ports, the 'productive - centers . of

_1Europe can function only at low)

| pated that by 1952 Europe could, -

Such -a  cooperative:

A ‘| continents,
. In response'to this suggestion,

efficiency, if at.all, . oo

. In the past these necessary im-
ports . were ' paid for by exports
from Europe, by the performance

of services such as shipping and |-

banking, and by:income from cap-
ital investments aproad.-All these
elements of . international . trade
were $o. badly disrupted by the
war that the people of Western
Europe have been unable. to pro-
duce in their own countries, or. to
purchase -elsewhere, . the . goods
essential to their livelihood. Short-
ages of raw materials, productive
capacity, and exportable commodi-
ties have set up vicious circles. of
increasing scarcities and lowered
standards of living. ', s
The economic recovery of West-
ern European countries depends
upon breaking through these vi-
cious circles by increasing produc-
tion to a point where exports and
services can pay for the imports
they must have to live. The basic
problem, in making Europe self-
supporting is to increase European
production. . ;
"The 16 nations presented. in
their report a recovery program
designed to ' enable them,  and
Western Germany, fo become eco-
nomically self-supporting within
a period of four years and.there-
after- to maintain -a. reasonable
m:nimum . standard of living. for
their: people without special help
from others,  The . program rests
upon four basic points: .. ©
(1) ;A strong production effort
by each: of the participating coun-
tries, i

cial stability by each' country. .
(3) Maximum ‘and - continuing
cooperation among the participat-
ing countries. . k ER
(4) - A ‘solution of ‘the problem

"(2) Creation of internal finan-|

of ‘the ' participating: countries’
trading deficit with the American
particularly - by in=
creasing European exports.
The nations represented -on the
‘Buropean Committee  agreed - at
Paris to ‘do’ everything in:their
power to achieve these four aims.
They agreed to take definite meas-
ures leading to financial, economic
and monetary stability, the reduc-
tion of trade barriers, the removal
.of obstacles to the free movement
of persons within Europe, and a
joint effort to use their common
resources to the best advantage.
“These ‘agreements are a source
of great encouragement. When the
representatives of 16 sovereign
nations, with diverse peoples, his-
tories and institutions, jointly
determine to achieve closer eco-
nomic ties among themselves and
to break away from the self-de-
feating actions of narrow national-
ism, the obstacles in the way of
recovery appear less formidable.
The report takes into account
the productive capacities of the
participating nations and their
ability to obtain supplies from
other parts of the world. It also
takes into account the possibilities
of obtaining funds through the
International Bank for Recon-
struction and Development,
through private investment, and
in some ‘instances by the sale of
existing foreign assets. The par-
ticipating - countries ' recognized
that: some . commodities, particu-
larly food, will remain scarce for
years: to come, and the diet. they
have set as their goal for 1951 is
less adequate’in most cases than
‘their pre-war diet. The report as-
sumes that . many  countries: will
continue’ restrictions on. the: dis-
tribuition  of ‘shortage ifems suc
as food, clothing and fuel. - ‘
. When all these factors had been
cconsidered, the European_.Com-
mittee ‘concluded' thatthere’ will:
still ‘be- a requirement’ for, large
quantities of food," fuel, raw:.ma-
terials and ' capital .equipment for
which: the  financial resources of.
the participating, countries will be
inadequate. With successful ~ex~
ecution of the European.recovery
program,  this . requirement . will

diminish in each of the four:years

ahéad; and the Committee’ antici-

again meet its needs without spe-
cial aid. it A e
Appraisal of .the European '’
+1 . Problem 1y :
The' problem; of ‘economic re-
covery  in - Western . Europe:. is
basically: of . the: character de-
scribed in: the  report of the :16
nations. - A . successful European
recovery. program = will. depend:
upon: two essentials.. The first is
that ‘each. nation, separately. and
all the nations - together : should
take _vigorous action .to help
themselves. The setond - essential
is - that  sufficient: outside aid
should be made ayailable to pro-:
vide the margin of victory for the
recovery program. A
The necessary imports . which,
the 16. countries cannof finance.
without assistance constitute only:
a . small proportion, in terms. of
value, of their total national pro-
duction—someé 5% over-the four
years of the program. These im-
ports, however, are of crucial im-
portance in, generating. recovery..
They represent the difference be-.
tween ever-deepening stagnation
and progressive improvement. . :
. Most . of .the necessary outside,
aid, if it is.to come at all, must.
come from the United States. It
is a simple fact, that we.are the,
only - nation with sufficient ‘eco-.
nomic strength to bridge the tem-
porary.. gap .. between  minimum
European  needs and war-dimin-.
ished European resources.. . ... ..
We expect that other countries’
which have it ‘within their power
will :also  give what ' assistance:

‘they can to, Europe. Canada, for
‘example, has been lending .as-.

sistance to Europe fully as great.
in ‘proportion’ to its capacity as
that. which ~we have given. We
also expect that international in-’
stitutions, particularly the Inter-
national bank,,,will “provide such-
assistance as they can within their
charters. But the fact remains —:
only the United States can pro-
vide the bulk of the aid, needed:
by Europe over . the next four
years. ) ' :

It is necessarily.a complex and.
difficult task to determine the ex-
tent and nature of this aid. .
 In some respects, the situation;
has changed . significantly since:
the report of the 16 countries was:
completed. Some of these changes,
have been unfavorable, including
price increases in the United
States and other countries where.
Europe makes purchases, a serious”
drought in Europe, and aggres-
sive activities by communists and’
communist-inspired groups aimed:
directly at the prevention of Eu-
ropean recovery.

There have also been favorable:
changes. In the last few months
coal production in the Ruhr dis-
trict of western Germany has in-
creased from 230,000 tons a day to-
290,000 tons a day. Similarly, coal
production .in the United King-
dom has risen markedly in recent
weeks. Iron, and steel production
has. correspondingly: - increased.
Such  increases in. production,

‘which lie at the heart of indus-'

trial recovery, are of
importance.. S 2

Further changes “in; the 'situd-
tion, now unpredictable, are, to
be expected as: European recovery-,
progresses. . : h

far-reaching’ -

" All our plans and actions must’
be: founded- on. the fact. that:the.
situation ‘we are dealing with.is:,

i | flexible  and . not: fixed, .and -we:

miist ‘be ‘prepared to make ad-i

| justments: whenever hecessary.: . .

{ Weather conditions will largely’
determine - whether .agricultural’
goals can:be met.”
* Political events in Europe.and.
in the rest of: the ,world cannof;
be .accurately. foreseen.. We ‘must:
not be blind to the fact that the.
communists ‘have. ‘announced.
determined opposition to any, ef-,
fort:to help Europe get back on its.
feet. There - will ~unquestionably
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be further  incitements to. strike;

ot for tne purpose of redréssing
he legitimate grievances of par-
ticular groups, but for the purposa

of bringing chaos in the hope that.

it will pave the way for. totali-
tarian control. . = ;

- On tne_ other hand, if confi-
dence and: oplimism are. reestab-
1l§hed soon; the spark they : pro-
vide "can kindle unitéd efforts to
a degree which would substan:
tially ‘accelerate the progress of
European. ‘recovery, P
: . Despite these many imponder-
ables, the dimensions of the rec=
essary. assistance by the United
States ‘can now be determined

within reasonable limits. We can

evaluate the probable: success: of
a bold concept of assistance to the
European economy. We can deter-
* mine the principles upon which
American aid should be based. We
can estimate the probable magni-
tude of the assistancer required
and judge whether.we can; safely

and wisely, provide that assist-|

ance.
‘Exten.sive consideration ' has
been given to these problems.

Congressidnal committees and in-|

dividual-Members of the Congress
have studied them at home and
abroad during the recent Con-
gressional recess.. The report of

the  European nations has been |

carefully analyzed by officials of
our government. Committees of
the Executive Branch and a
group of distinguished private
citizens have given their best
thought, to the relationship be-
iween. Europe’s needs and our
resources.

. i‘rogram for United States Aid

In the light of all these factors,
an integrated program for United
States aid to Européan recovery
has been prepared for submission
to the Congress.

- In developing  this program,
certain basic cons.derations have
been kept in mind:

First, the program is designed

to make genuine recovery pos-
sible within a definite period of
time, and not merely to continue
relief indefinitely.
.. Second, the program is designed
to insure that the funds and goods
which we furnish will be used
most effectively for European re-
covery.

Third, the program is designed
to minimize the financial cost to
the United States, but at the same
time to avoid imposing on the
Europeen: countries crushing f-
nancial burdens which they could
not carry in the long run.

. Fourth, the program is designed
with due regard for conserving
the physical resources of the
United States and minimizing the
impact on our economy of fur-
nishing aid to Europe. '

Fifth, the program is designed
-to be consistent with other inter-
national relationships and respon-
sibilities of the United States.

.. Sixth, the administration of the
Jprogram is designed to. carry out
wisely and- efficiently . this great
enterprise of our- foreign- policy.

I shall discuss each of these ba-

sic considerations in turn.

- . Recovery — Not Relief -
g ‘Thé program is: designed to as-
sist the - participating European

«countries in obtaining imports es-

.sential. to genuihe economic re-
‘covery which they cannot finance
Arom their own: resources. It is
- :based on the éxpectation that with
«this” assistance European recovery
<an be substantially ‘completed in

about four years, .,

The aid “whieh will ‘be required
from the United * States : for. the
‘first 15 months—from‘ April 1,
1948, to June 30, 1949-—is now es-
timated at $6.8. billion," , - .
... These funds represent .carefu
eéstimates of the cost of the goods
‘afd services which -will “be re-
quired during this périod to start
‘Europe on' the ‘road to: genuine
-economic recovery. The Européan
requirements as they were stated
Jin the Paris report  have: been
losely reviéwed and scaled dowii-
ward where they appeared to ‘in-

b://fraser.stlouisfed.org/

clude non-essentials or where lini=
ited - supplies will  prevent  their
full satisfact.on. ;

The requirements of the remain-.|

take the following actions, éxcept
where théy are inapplicable to the
country concérnéd: : 3

<+i1). To promote increased indus=

ing thiee years of the progras. \-‘iriélwand‘agricultural prodict.on

are more difficult to estimate new,
but they are expected to decrease
year by year as progress is made
toward recovery, Obviously, price
changes, weather and crop condi-
tions and other unpredictable fac-
tors will influence the overall cost
of -ouraid. Nevertheless, the in-
herent nature of this enterprise
and the long-range ‘planning nec-
essary to put it into effect on both

sides of the Atlantic require that|"

this Government indicate its plans
for the duration and the general
magnitude of the program;:with=.
out committing itself to. specific
amounts in future years, The best
estimates we can now make indi-
cate that appropriations of about
$10.2 billion will be required for.
the last three years. 3 1

I recommend that: legislation
providing for United States aid:
support of the European recovery
program- authorize the appropria-
tion of $17: billion from-April 1,
1948, to June 30, 1952. Approptia-:
tion for the period from ‘April1;
1948, to June 30, 1949, should:be
made in time for the program-te:
be put into effect by April 1;:1948,
Appropriations for the later years
should-be considered subsequently |
by the .Congress .on an  annual
basis. /

The funds we make available
will énable the- countries of Eu-
rope to purchase goods which will,
achieve two purposes—to lift the
standard of living in Europe closer
to a decent level, and at the same
time to enlarge European capacity
for production. Our funds will
enable them to import grain for
current consumption, and fertil-
izer and agricultural machinery
to increase their food production.
They will import fuel for current
use, and mining machinery to in-
crease their coal output. In addi-
tion they will obtain raw materi-
als, such as cotton, for current
production, and sonie manufactur-,
ing and transportation equipment
to increase their productive ca-
pacity.

The industrial goods we supply
will be primarily to relieve criti-
cal shortages at a few strategic
voints which are now curtailing
the great productive powers :of
Europe’s industrial system.

The fundamental objective of
further United States aid to Euro-
pean countries is to help them
achieve economic self-support and
to contribute their full share to a
peaceful and prosperous world.
Our aid must be adequate to this
end. If we provide only  half-
hearted and half-way help, our
efforts will be dissipated and the
chances for political and economic
stability in Europe are likely to
be lost. .

Insuring Proper Use of
United States Aid

A  second basic consideration
with regard to this program is the
means by -which- we can insure
that our aid ' will be used to achieve
its real purposes—that our. goods
and - our dollars will conttibiite
most effectively to European re-|
covery. ‘Appropriate’ agreements’
among' the participating countries
and with the United States are
essential ‘to this end.

At the Paris conference the Eu-

ropean nations plédged themselves|

to take specific - individual and
cooperative actions: to: accomplish
genuine . recovery, While some
modification o amplification  of
these pledgeés may prove desirable,
muttial undertakings of this nature
are essential. They will give unity
of purpose and effective: coordi-

in-order to enable the participat-
ing country to become independ=
ent of abnormal outside economic
assistance, S

(2)To take financial and mone-
tary imeasures necessdry to sta-
bilize “its currency, establish or
maintain < a. -proper rate of ex-
change, andgenerally to restore
or mainta.n confidence in its fion-
etary system, e ;

(3) - To: cooperate with other
participating countries to reduce
barriers. . totrade among  them-
selves ‘and< with other countries,
-and to stimulate an increas’ng in-
tercHange of goods ahd services.
4 (4) To make efficient use, with-
in the: framework of a joint pro-
gram: for. European recovery, of

n the interést of European eco-
nomic-recovery of all goods and
services ‘made available through
United States aid.

“¢(5) To stimulate the production

:|-.of specified raw materials, as may

‘e mutually. agreed upon, and to
facilitate the procurement of such
‘raw- materials by the United
States ‘-for stockpiling: purposes
froim the exceéss above the reason-

‘| able domestic usage and commier-

cial export requirements of the
source country. )

(6) 'To.deposit in a special ac-
count the local currency equiv-
alent of cid furnished in the form
of grants, to be usec only in a
manner-mutually agreed between
the two governments.

(7) To publish domestically and
to furnish  to the United States
appropriate information concern-
ing the use made of our aid and
the progress made under the
agreements with othér participat-
ing countries and with the United
States.

3, The ~United States will, of
Course; retain the right to deter-
mine whether aid to any country

is to be continued if-our previous

agsistance has not been used ef-
fectively.

Financial Arrangements

A third basic consideration in
formulating ..the program of
United States aid relates to the
financial arrangemeénts under
which our aid is to be provided.

One of the problems in achiev-
ing the greatest benefit from
United States aid is the extent to
which, funds should be made
available in the form of grants as
contrasted ‘with loans. It is clear
that. we " should require repay-
ment to the extent that it is feasi-
‘ble ‘and consistent with the ob-
jectives of the program, in order
that no unnecessary burden be
imposed -upon .the people of the
United States. It is equally- clear
that we should not require re-
‘Payment where it would impose
paralyzing = financial obligations
on the people of Europe and thus

| défeat the basic purpose of mak-

ing Europe. self-supporting.
..Recovery for Europe will not
be achieved until its people are
‘able to pay for. their necessary
imports with foreign exchange ob-
tained. through' the export  of
goods and services, If they were
wve  additional burdens to
ar in the form of interest and

‘| amortization payments in. future

years, they. would have to plan
for an'even higher level of exports
to meet these. obligations. This
would = necessarily - increase the
-requirements of the recovery pro-
gram, and delay the achievement

nation ' to the endeavors of the|Of economic stability.-

peoples of the 16 nations: 3

In addition, each of:the coun-
tries receiving’ aid will be ex-
pected. to enter into an agreement
with the United States affirming
the pledges which it has given to
the other participating countries,
and making: additional commit- |
ments. o ; a4 Dl
“Under these' agreements, each
country - would pledge: itself to

oIt is. also:important .that an
increasing portion of the financial
rieeds. of Europe be met by dollar
loans . from':the  International
Bank, and by the revival of pri-
vate. financing. ~This prospect
-would be seriously jeopardized if
the United States, as part of ‘the
recovery program, were to impose
‘all'that;the traffic will bear in the
form of debt obligations;

-+ Actually,

I recommend ' -that. our
ghould be extended partly in
form of grants and partly in the
form of loans, depending prima-
rily upon the capacity of edch
country to make repayments, and
the effect of additional inter-
national debt upon the accom-
plishment of-genuine récovery. No
grants should be made to coun-
tries able to pay cash for all im-
ports or to repay loans. :

At a later date it may prove
desirable to make available to
some of the European countries
special  loans to assist them in
attaining monetary stability. I am
not now requesting authorization
for such loans, since it is not pos-
sible at this time to determine
when or to what extent such loans
should be made.

As economic conditions in Eu-
rope improve and political condi-
tions become more stable, private
financing can be expected to play
an_increasingly important role.
The recommended program of
United States aid includes pro-
visions to encourage private fi-
nancing and investments.

Impact on the United States
Economy

A fourth basic consideration is
the effect of further-aid for Eu-
rope upon the physical resources
of the United States and upon our
economy.

The essential import require-
ments of the 270 million people
of Western Europe cover a wide
range of products. Many of these
requirements can be met by the
United States and other countries
without substantial difficulty.
However, a number of the com-
modities which are most essential
to European recovery are the
same commodities for which
there is an unsatisfied demand in
the United States. :

Sharing these commodities with
the people of Europe will require
some self-denial by the people of
the -United States. I believe that
our people recognize the vital im—
portance of our aid program”and
are prepared to share their goods
to insure its success.

While the burden on our people
should not be ignored or mini-
mized, neither should it be ex-
aggerated. The program of aid to
Europe which I am recommending
is well within our capacity to
undertake. . .

Its total cost, though large, will
be only about 5% of the cost of
cur effort in the recent war.

It will cost less than 3% of our
national income during the life
of the program.

As an investment toward the
peace and security of the world
and toward the realization of hope
and confidence in a better way
of life for the future, this cost
is small indeed.

A committee under the chair-
manship of the Secretary of the
Interior was appointed last sum-

‘mer to study the effect of a for-

eign aid program . upon the na-
tural resources of our country. Its
study has shown that our re-
sources can safely meet the de-
mands of a program such as I am

inow . recommending. Such . de-

mands could not, however, be sup-’
plied indefinitely. Our program of
aid to Europe recognizes this fact.
Our exports to Europe will de-
crease during the succeeding years
of the program as trade is revived
along realistic patterns which will
make available from other sources
an increasing share of Europe’s
requirements. !
our ' position with
respect to some raw materials of
which ' we have inadequate do-
mestic resources will be improved
since, under our program of aid to
Europe; an increased amount  of
these materials will be made
available to us. :
During recent months the Coun-
cil of Economic Advisers made an
intensive study of the impact of
foreign: aid on our domestic econ-
omy. The Council concluded that
a program of the size now con-
templated is well within our pro-

id|
fh‘e

ductive capacity and need not pro-
duce a dangerou$ strain on our .
economy; ; X

At the same time, a group of '
distinguished private citizens un-
der the Chairmanship of the Sec-
retary of Commerce considered
the extent and nature of foreign
aid which the Un.ted States can
and should provide. The conclu-
ston of this group was tnat a pro-
gram of the scope I am recom-
hmending 'is a proper, wise and
hecessary use ‘of United States
resources.

The reports submitted to me by
the Council of Economic Advisers
and the committees under the
Chairmanship of the Secretary of
the Interior and the Secretary of
Commerce - all emphas.zed that
specific measure§ should be taken
to prevent our foreign aid pro-
gram from imposing unnecessary
urdens on our economy. )

If the United' States were to
supply from its own production
all the essential commodities

'needed to meet European require-

ments, unnecessary scarcities and
unnecessary inflationary pressures
would be created within our écon-
omy. It is far wiser to assist in
financing the procurement of cer-
tain of these comimodities from
other countries, particularly  the
other food-producing countries in
the Western Hemisphere. The
funds we make available to -
aid European recovery, therefore,
should not be  restricted to pur-
chases within the United States.
Under the proposed program of
aid to Europe, the total exports
to the whole world from this
country during the next year are
expected to be ng greater than our
total exports during the past 12
months. ;
This level of exports will never- .
theless have an important impact
on our markets. The measures I '
have already proposed to the Con-
gress to fight general domestic
inflation will' be useful, as well, .
in cushioning the impact of thé
European aid program. ;
The effect of aid to Europe upon.:

.our economy, as well as its finan-

cial cost, will be significantly af-
fected' by the arrangements we
make for meeting shipping re-
quirements, : :

The interest of the United States
will be served best by permitting
the sale or temporary transfer of
some of our war-built merchant
ships to the European countries,
Because of world steel shortages,
the sale or temporary transfer of
ships should be linked with a re-
duction or deferment of the pro-
jected shipbuilding schedules of
the participating countries. These
arrangements should be consistent
with their long-range merchant
marine requirements. They should.
also be consistent with our long-«s
range objectives of maintaining
an adequate merchant marine and
shipbuilding industry for the
United States,

Making these vessels available
to the European countries will
materially reduce the cost of
United States aid both by lowering
shipping costs and by reducing the
use of scarce materials for new
ship construction overseas.

Relationship to Other
International Questions

A fifth basic consideration is
the relationship of our aid te the
European recovery  program to
other international questions,

I have already mentioned that
the requirements and resources of
Western Geérmany were ‘included
in the considerations of the 16
countries at Paris. Our program
of United States aid also. includes
Western Germany, :

The productive capacity of the
highly = industrialized areas of
Western Germany can contribute
substantially to the general co-'
operative effort required for Eu-
ropean recovery. It is essential -

'that this productive capacity be

effectively utilized, and it is es-
pecially important that the coal
production of the Ruhr continue to :

rincrease rapidly. =

Every precaution must of course
- (Continued on page 26) ’
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‘be taken against a resurgence of
military power in Germany. The
United States has made clear on
snany occasions its determination
that Germany shall never again
threaten to dominate Europe or
endanger the peace of the world.
The inclusion of Western Germany
in the European recovery program
will not weaken this determina-
tion. s

As an occupying power in West-
ern’ Germany, the United States
has a responsibility to ‘provide
minimum essentials necessary to
prevent disease and unrest. Sepa-
rate appropriations will be re-
quested for this purpose for the
period through June 30, 1949.

Above  this minimum level,
amounts needed to assist in the
rehabilitation of Western Germany
are included in the overall esti-
anates for aid to European recov-

ery.

‘Another significant area of the
-world which has been considered
in developing the recovery pro-
‘gram is Eastern Europe. ‘A’ num-~
ber of the governments of Eastern
‘Europe which were invited  to
participate in the work of the
$aris * Conference on Economic
LCooperation chose not to do  so.
Their failure to join in the con-
‘certed effort for recovery makes
this effort more difficult and will
undoubtedly prolong their own
‘economic difficulties.

" This should mot, however, pre-
vent the restoration of trade be-
‘tween Eastern and Western Eu-
xope to the mutual advantage of
both areas,  Both the report of
the 16 nations and the program
‘now submitted to ‘the Congress
are based on the belief that over
the next few years the normal
pattern of trade between Eastern
and Western Europe will be grad-
aaally restored, As this restoration
of trade is achieved, the abnormal
demands on the Western Heémi-
sphere, particularly for food and
fuel; should diminish,

© The relationship between . this
“program and the United: Nations
deserves special emphasis because
of the central importance in our
foreign policy of support of the
United Nations. Our support of
Furopean recovery is in full ac-
cord  with - our  support of the
“United Nations. The success of
the United Nations depends upon
‘the independent strength of its
“members and their determination
.and ability to adhere to the ideals
and principles ‘embodied in ‘the
Charter, The purposes of the Eu-
ropean recovery program are in
complete harmony with the pur-

.. poses of the Charter—to insure a
~" peaceful world through the joint

efforts of free nations.  Attempts
by any nation to prevent or sabo-
tage European recovery for selfish
ends are clearly contrary to these
‘purposes.

1t is not feasible to carry out
the recovery program exclusively
through the United Nations. Five
of the participating countries are
not yet members of the United
Nations. Furthermore, some Eu-
ropean members ‘are not partici-
pating in the program, -
. We expect, however, that the
greatest practicable use. will be
made of the facilities of the
United  Nations and its related
.agencies in the execution of the
program. This view is shared by
-all the participating countries.

Our intention' to undertake &
program of aid for European re-

will not lessen ‘our long-estab—
lished interest in economic cOOD~
eration with our neighbors in the
Western Hemisphere. We are first
of all a member of an American
community of nations, in which
cooperative action, similar to that
which the European nations are
now undertaking, is required to
increase production,” to promote
financial stability, and to remove
barriers to trade. Fortunately we
in the Americas are further ad-
vanced along tlhis road, but we
must not overlook any opportunity
to make additional progress. Tbe
Europeanh recovery program will
require procurement of ‘supplies
in many nations’ of this hemi-
sphere. This will act as a stimu-
lant to production and business
activity and promote the rees-
tablishment: of world trade upon
which the prosperity of all of us
depends.

While our present efforts must
be devoted primarily to Western
Europe, as the ‘most important
area in the world at this time for

‘the future’ of peace, we also have

a special concern for the war torn
areas of Asia. In Japan and Korea,
the United States has supplied
extensive aid to support life and
commence reconstruction, Since
the war’s end, we have provided
China with varied and important
assistance which has aided that
nation substantially.

The: United States should con-
tinue to do all it appropriately
can to assist in.the restoration. of

-economic stability -as a basis for

recovery in the Far East. Exten-
sive study has been given during
the last few months. to.the means
by which we might best aid in
meeting the special needs for re-
lief-‘and -rehabilitation in China.
I expect to make recommenda-
tions on that subject to the Con-
gress during its next session.

Administrative Arrangements

I ‘have set forth several. basic’
should:

considerations - which
govern our aid to the recovery of
Europe. One further consideration
which vitally affects all the others
is the necessity for effective
administrative arrangements
adapted to the particular require-
ments of the program. If the work
to be:done is not well organized
and managed, the benefits of our
aid could be largely dissipated.
The administration of our:aid
will involve the performance of
several major functions. The needs
of the participating countries must
be reviewed in'close cooperation
with them. Continued  relation-
ships must be maintained with
the United Nations and with an
organization of the participating
nations.  The requirements for
each commodity or service under
the program must be carefully
evaluated in relation to ' United
States supplies and domestic needs
and to the resources of other na-
tions which can help. Decisions
must be reached ‘as to the best
means of supplying aid and the
conditions of aid for each country.
Assistance must be given to facili-
tate the procurement, transporta-

tion, and efficient use of goods. A
constant review must be main-
‘tained over the use of our aid and
the, execution of agreements. The
results of the program must be
evaluated and reported to all con-
cerned—the President, the Con-

gress, and the people.
While these activities are com-

govery does not. signify anyplex they are not comparable; in

dessening of our interest in other
.areas of the world. Instead, it is
the means by which we can make
.the quickest and most effective
_contribution to the general im-
provement of ‘economic conditions
-throughout the world. The work

. shops of Europe, with their great

zeservoir of skilled workers, must

magnitude or in character to our
wartime supply activities. Under
this program, most of the opera-
tions can be carried out through
private * channels and existing
government agencies.
Nevertheless, the scope and im-
portance: of the program warrant
the creation of a new organization

prodtlxce the goods. to support to provide central direction and
peoples of many other nations. |jeadership. I therefore recommend

in Western Europe at this time
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3 T-wish to make especially clear the establishment of a new and
that our concentration on the task !separate: agency,

the’ Economic
Cooperation : ‘Administration, for

this purpose. It should be headed
by an - Administrator, appointed
by the President and directly re-
sponsible to him. The Adminis-
trator should be subject to con-
firmation by-the Senate.

The Economic Cooperation Ad-
ministration ‘will sponsor the Eu-
ropean aid requirements as they
are reviewed and adjusted, with
other governmental agencies, to
form a practical program in the
light ‘of available supplies and
capacities, ' The Economic' Coob-
eration Administration  will be
responsible for'initiating the ap-
proved program project by project
and “nation by nation and for
regulations as to supervision, co-
operative assistance, and  other
policy matters which' will guide
the program at every point. In
keeping with the importance and
nature of its task, the new agency
should haye  flexibility in the
determination of operating
methods; the use. of funds, and
the hiring of key personnel.

The relationship of  the Eco-
pomic - Cooperation : Administra-
tion to the existing governmental
establishment is -of crucial im-
portance. In the determination of
programs for the several .coun-
tries, the assessment of individual
projects, and  many other matters
involving our activities abroad,
the Economic' Cooperation Ad-~
ministration: must work closely
with the .Department of State.
Similarly on many actions affect-
ing -our -domestic economy  the
Administration must work,  with,
rather ' than = supplant, existing
agencies.: For: example, the De-
partment of Agriculture should be
relied upon for any required gov-
ernment action in the procure-
ment and allocation of food, and
the Department of Commerce for
the allocation of certain other
commodities in' short supply, and
for continued administration ' of
export controls. The facilities of

cases need to be strengthened; but
no ' major - changes in ' govern-
mental organization to perform

be required.

Under these: circumstances, I
expect that the Economic Coop-
eration. Administration will need
only a small staff. No vast new
agency or corporation is needed
to perform  functions' for ‘which
government - facilities now exist.

It is essential to realize that this
program is much more than a
commercial .operation. ‘It repre-
sents a major segment of our for-
eign policy. Day in and day. out
its operations will affect and be
affected by foreign policy judg-
ments. We shall be dealing with
a number of countries in which
there ‘are complex ‘and widely
varying economic and political
situations. This program will af-
fect our relationships with them
in matters far beyond the outline
of the program itself. Its admin-
istration must therefore be fully
responsive: to our foreign policy.
The Administrator must be sub-
ject to the direction of the Secre-
tary -of State on decisions and
actions affecting: our  foreign
policy. :

The United States’ activities in
Europe under the program  will
constitute essentially an extension
of our present. relationships with
the participating countries. In or-
der to maintain unity of United
States representation abroad, our
Ambassador in each country must
retain responsibility for all mat-
ters: requiring contacts with the
government to which he is ac-
credited, including operations un-
der this program.  Some additional
personnel, technically qualitied to
perform scecialized functions aris-
ing out of the program; should be
placed in the embassies to repre-
sent and. carry out the responsi-
bilities of the Economic: Coopera-
tion Administration :abroad.

In addition; T  recommend ‘that
provision be made for a special

these agencies will be in some’

important domestic functions will’

United ~States . .Representative: for
theé European Recovery Program.
He would represent the United
States at any continuing organiza-
tion of the participating countries
and he would exercise general co-
ordination of ‘our operations in
Europe - under the program. He
should be appo:nted by the Presi-
dent, subject to confirmation by
the Senate, and have Ambassa-
dorial rank.. Because of the joint

interest of the Secretary of State

and the Administrator in his ac-
tivities; the special Representative
must serve both as the President
may direct. The activities of this
Representative in promoting mu-
tual self-help among the European
nations will be of the utmost im-
portance- in achieving the success
of the European recovery pro-
gram., :
The administrative arrange-
ments I have described are in
keeping with the character of the
job to be done and will provide
the ‘most efficient and economical
means for its performance.

Conclusion

In proposing that the Congress
enact a program of aid to Europe,
I am proposing that this Nation
contribute to world peace and to
its own security by assisting -in
the recovery of 16 countries which,
like the United States, are de-
voted ‘to the preservation of free
institutions and enduring peace
among nations,

It is my belief that United
States’ support of the European
recovery program will-enable the
free nations of Europe to devote
their great energies to the recon-
struction: of their economies; On
this depend the restoration of a
decent standard of living for their
peoples; the development of a
sound world economy, and con-
tinued ‘support for the ideals of
individual liberty and justice.

In providing aid to Europe we
must share: more than goods and
funds.  We must give our moral
support to those nations in their

struggle to rekindle the: fires of -
hope’ and ‘strengthen’ the will“of " *
their ' peoples to overcome  their
adversities,  We must develop a
feeling of teamwork in our com=
mon cause of combating the sus=
pic.ons, prejudices, and fabrica-
tions which undermine coopera=
tive - effort, both at home and
abroad, : g

This joint undertaking of the
United States and a group of Eu-
ropean nations, in devotion to the
principles of the Charter: of the
United ‘Nations, is proof that free
men can etfectively join together
to defend their free inst.tutions
against totalitarian pressures, and
w promote better standards  of
life for all their peoples.

I have been heartened by the
widespread support which the cit-
.zens ‘of the United States have
given to the concept underlying
the proposed aid to European re-
covery. ‘Workers, farmers,. busi-
nessmen and other major groups
have all given evidence of their
confidence in its noble purpose
and. have shown their willingness
to give it full support:

I know. that the members of the
Congress have already given much
thoughtful ‘consideration to the
grave issues now before us. I
know that the Congress will, as it
should, ‘consider with great care
the legislation necessary to put
the program into effect. This con=
sideration should proceed as rap=
idly as possible in order that the
program may become effective by
April 1, 1948. It is for this reasorn
that I am presenting my recom=-
mendations to the Congress now,
rather than awaiting its reconven-
ing in January. prpse

I recommend this program of
United States’ support for Euro=
pean recovery to the Congress in
tull confidence of its wisdom-ancl
necessity as a major step in our
Nation’s quest for a just and last-

ing peace. .
HARRY S. TRUMAN

The White House,
Dec, 19, 1947.

International Trade and Economic
Reconstruction

(Continued from first page)

wars the balance of payments was
in favor of the United States, and
the rest of the world sent their
gold to us to pay their obliga-
tions. When their ability to pay
ran out, they -defaulted. The ef-
fect of these conditions upon our
‘American -employment “and pro-
duction are alleged to have been
the major forces in creating the
speculative boom of the 20’s and
the economic collapse of the ear-
ly 30’s resulting from'the break-
down of international trade and
finance.

Today, the unbalance of inter-
national payments in-our favor is
greater than ever before in peace
time.. We are moving faster and
faster . toward another -interna-
tional financial catastrophe un-
less immediate steps are taken to
avert it. -In 1946 the balance of
payment in .our favor exceeded
$7 billion. At the rate of exports
over imports for the first quarter
of this year the balance for 1947
may reach- $12. billion.

~  What would happen if the rest
of the world was compelled ‘to
settle these balances by shipping
us gold or goods? If other coun-
tries send us gold for these bal-
ances, we will soon have all the
world’s gold and the rest of the
world will have only inconverti-
ble paper monies, The rest of
the world could not send us goods
to pay ‘for these balances  be-
cause they do not have the goods.
But the rest of the world does
have many products that we need
in larger abundance, It also has
an “abundance ‘of ‘raw: materials
that ‘can be manufactured . into
useful- . products for themselves,
as well ‘as for export.

“The ideal condition which will
keep employment high on our

farms and in our factories and a
balance between import and ex-
port payments is for the people
of 'the United States  to import
from the rest of the world as
much in dollar values as we ex=
port in goods and services in free
multilateral markets.

Present Policies Unsound

The present policies of loaning
to foreign countries and selling on
credit with bilateral trade restric=
tions can only lead to another
smash. If we are to be helpful in
reconstructing the economic con=
ditions of the world for the best
interests of all the peoples con=
cerned, foreign countries must co=
.operate with us and return to
sound economic policies and prac=
tices. First, each country should
take steps to restore stable mone=
tary conditions. Second, as ‘a re=
sult of sound monies, multilateral
trade and payments would natur=
ally follow the removal or con=
firmation of trade barriers. Coun=
tries “seeking ‘our financial aid
should  first provide a political
and economic -environment' that
will impart confidence to private
foreign investors in their respecs
tive countries. :
~With the restoration of confis=
dence ' in -private enterprise and
protection  for private property
rights, either domestic or foreign,
capital ~would ‘flow to. places of
need and production and the em=
ployment of labor would follow
as_a natural course.  Unless fors
eign countries are willing"to set
up and maintain an economic’ens=
vironment which will justify fore
.eign : capital : taking. the risks of
‘investment; they are certainly not
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deserving of loans by the govern-
- ment of ‘the taxpayer's money. "
Multilateral Trade and Payments
- Without the réstoration of ‘sound
Mmonies “and multilateral settle=
enis our present  policies '‘can
iead only to losses for the Ameri-
tan. people ‘and disillusionment of

the wortd: Unfortunately, a very.

Jarge percentdge of 'the popula-
Hon ' or ‘all "countries " are’ unin-
formed about the finely balanced
mechanism of sound money and
inteinational exchange, But there
are some pPeople in every country
Who ‘understahd ‘sound “economic
and financial policies as ‘well ‘as
we do. In addition to setting up
standards-‘for ‘the' would-be users
of our’credit and capital—which
is; the product- 6f our labor—in
. the reconstruction of their wealth
‘production, . we' are justified" in
making as'a’condition of ‘our help
the “establishment 'of: ‘practices
‘which will lead to successtul pay-
‘ment of debts and the transfer of
‘capital. B,
" "A country that illustrates sound
‘policies 'in the present world: of
‘maladjustments ‘is Canada; Some
‘other - countries ‘'may have man-
‘aged their international financial
-relations.as ‘well: ‘as Canada, but
‘né country ~has done ' better.
iCanada 'does: 'not: always have a
‘favorable balance of ' payment
. from’other countries, 'But under
‘the conditions of = multilateral
‘triade, even as restricted as before
-the  recent war, Canada ‘had a
*'favorable “balance of “payments

‘with the  United: Kingdom, and’

‘with all of the rest of the'coun-
.-tries combined, exclusive ‘of :the
United States, but an‘unfavorable
--balance’ with the' United: States.
' For the period 1935 10 1939 ner
- yearly average favorable balance
-was $155,000,000 in spite ‘of her
‘average unfavorable “balance of
:$372,000,000 with the *United
States. For the war years 1940-
*1945, Canada’s average’favorable
-balance yearly in world payments
‘'was $948,000,000. In spite ‘of her
‘unfavorable - balance * with the
United ‘States of more than $600;-
000,000, ‘in 1946, her favorable
"“palance for all ‘countries ‘com-
“bined “is ‘estimated "to' be' about
- $458,000,000.  In a world of sound
currencies and multilateral trade
‘and payments, Canada  would' be
-4 very prosperous country -and
//would be in urgent need of seek-
-ing foreign capital investments
lor increasing ‘her imports in ‘or-
., dér to balance the ‘payments be-
.. tween Canada and the rest of the
"“Wworld. :
¢ " The strong position of = the
~Canadian economy, with ~many
“ billions of foreign-owned capital
i working in her country; lies in
. the fact that this capital owned
" by foreigners can only be with-
~drawn  from the -country-in the
- form of a'small percentage of net
* profits paid out to foreign stock-
“holders. * In ‘order to ‘have 'a het
- profit the capital must be pro-
" ductive;” and 'in ‘its employment
" of labor and use of materials'the
‘ gross éarninﬁs and the ‘original
' eapital ‘which  was exported to
Canada remadins in the country
“and ' contiriues' to contribute: to
. the country’s production and em-
ployment; .7 S
“,:..Countries with capital and skill
. to “export,” and Canada’is’ one"of
. thei, would 'quickly rehabilitate
1 .the, prodiictive enterprises of ‘any.
country in the ‘world if the''laws
- .and people of ‘the country in need
.\ Would only restore confidence by.
. ddopting:fair and equitable prin-

. eiples governing the rights‘of pii-|

.~Vate ‘property’ and’the' necessary
;' .freedoms * for  production’ ‘and
itrade  to  thrive, ‘together with
* sound- monies. W 0

"The 'sound ' financial manage-

«iment of "Canada " has' been, "in.

A peace time, duplicated by ' many
. other  small "countries, such " as
- Finland, Sweden, Norway, Switz-
* erland, Holland, 'Denmark ' and
“ Belgium. Unless other countries
¢ ‘which are seeking loans_and capi-

tal from the people of the Unitéd
* States adopt sound monetary poli-
- cies and - return - to’ multilatéral
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trade = payments, together  with
proper - protection 'for ' property
rights' that ‘will ‘encourage pro-
ductive enterprise, our help is not
justified. frs e

‘It seems to-me a little sound
cconomic education from the tried
and proved Adam Smith and John
Stuart Mill schools, on the ‘wealth=-
creating power of trade ‘and free
markets in raising ‘the ‘standard
of living for all peoples, would be
productive “of the kind of condi-
Jons that would help restore bal-
ance in‘'world ‘trade, While every
country"in the world and every
people as well as each individual
should be free to have their own
ideas, weé also should bé free to
decide where our money and capi-
tal is'to go and under ‘what eco-
nomic ‘conditions ‘we are to risk
our savings. h ;

It ‘'would: be naturalfor us to
risk ‘our: capital and make' loans
in those countries where the gov-
ernment ‘and' the people respect
the' rights of private capital and
create ‘an environment that en-
courages production and the re-
payment of debts. If any individ-
ual  wishes-to' loan his money or
take risks with his capital in some
other country ‘or hélp'the people

-of another country to carry on a

socialistic or communistic-experi=:
ment that is his privilege: But
when' individuals are free to use
the savings of their labor in their
own ‘way, you can bet that they
will seek out the best opportuni-
ties for investments and ‘spectila-
tion in countries where property
rights'are respected. '

The Immediate Problems

To solve the immediate “dollar
exchange crisis” by loans ‘and
gifts ‘could impoverish this coun-
try and make the long-term prob-
lem of restoring balanced pay-
ments in international finance
more difficult. To make loans to
needy countries on a business
basis for productive purposes and
for ‘the restoration of stable:cur=
rencies is good business for both
the borrower and the lender. But:
unless a correct philosophy * of
sound currency, multilateral trade,
and free enterprise, based upon
merit and ‘not upon subsidies, is
established, these loans will only
be temporary relief and the de-
mands will - grow for * larger
“doles.” .

Many countries in a relatively
strong position are short of dollar
exchange _because they are vic-
tims of the bilateral and other
trade  restrictions, planned 'econ-
omies, and soft currencies. ‘An
understanding  of the 'simplg
truths about money, costs of ‘pro-
duction and prices, the “wealth-
creating power of trade, and in-
ternational trade with multilateral
exchange' clearings, plus the will
to return to self dependence, can
hasten the revival of efficient pro-
duction “and - distribution ~ mich
more rapidly and on a Sounder
basis than loans and gifts.

Recovery is taking place rapidly.

in ‘many of the ‘small countries
of Europe. ‘Holland is one  ex-.
amplé of a country that. still has
the stuff-it takes to reécover on a
sound - basis.. Determination . and
an'‘understanding of thé simple
principles of “wealth. production
and’ “distribution " are 'powerful

forces” promoting - a ‘speedy ' Te-

‘covery in ‘the land of the hard-

headed sensible Dutch. This littlé
country ‘suffered’ complete ‘dis-
ruption  of its- domestic ‘produc-
tion and foreign ‘markets. It 'has
been ‘estimated- that as ‘much "ds
one-third" of ‘Holland’s - ‘national

Fwealth was destroyed.” Her’ ‘cur-

rency' was -inflated by the Ger-
mans and - largé "amounts ‘of her
working ‘capital ‘were" destroyed
or’ confiscated.  But 15'‘ months
after the war was over, and Hol-

land was again a free country, the

destruction of the occupation had
been ‘repaired -as fully ‘as re-
sources.'permitted. All roads and
bridges were restored, ' railroads
repaired and  farm lands ' re-
claimed. i gt el

In’ the meantime a sound cur-
rency had been restored as a first

necessity, Both the Dutchman and
the “foreigner who wants to 'do
business with him have confidence
In new credit arrangements, and it
is'only “the ' bilateral “+éstrictions
and soft currencies’ of less 'well
managed countries that hold back
the 'swift- strides of recovery and
prosperity with a high standard of
living ‘in" Holland. = Holland has
floated a successful bond issue in
the United States, and has ‘applied
to the World Bank for a loan,
which she will undoubtedly get.

Why this great confidence in a
small.country of only four million
people? 'The answer is simple;
Look at the quality and character-
istics ‘deserving confidence. TFirst
a speedy return to sound money,
and‘then work and recovery with
the resources at hand. One of thée
best examples of enterprise in
Holland is the draining of all the
land ‘that the Germans flooded
within a year after Holland was
liberated and now more ‘acres are
planted to farmcrops than before
the war.

Why do not Austria, Germany,
France -and even England' take a
lesson from little Holland, or some
of the other small countries ‘that
have done just as much for their
own recovery, such as: Belgium,
Denmark-and:Norway? If the peo-
ple of Europe who are suffering
from poverty will abandon “isms”
and return to the elementary prin-
ciples of sound money, honest pro-
duction and ‘distribution of goods
with the resources at hand, and
respect the property rights of for=
eign capital, recovery will come
fast and confidence will bring for-
eign ‘capital from every corner of
the world to any place where
there is freedom and opportunity.

Recommendations

The making of loans and ven-
tures with American 'capital in
foreign countries can be successful
if we first aid in restoring an eco-
nomic climate that will create
confidence. Unless foreign coun-
tries are willing to return to tried
and proved economic and. finan-
cial policies that will respect the
rights of all capital and create an
environment in which private,
free enterprise can work its mira-
cles of production and distribution
in the free markets of the world,
we should not risk our money and
energies. We should aid countries
that disclose their policies and di-
rect their efforts along the lines
that we know will succeed in pro-
duction  and ‘repaying borrowed
capital and savings of other peo-
ple’s labors. . ;

Our first obligation to our-
selves, and as an example to the
rest of the world as a democracy,
is to restore sound economic and
financial conditions in the United
States and set up foreign policies
that are dependable for ourselves
and, the rest of the world in the
matters of commerce and finance.

To maintain prosperous condi-
tions here, and ‘to help other
democracies, will go further to .de-
feat.communism 'than all the loans
‘we' ¢an squander in the form of a
reward for'a return to economic
sanity. Foreign loans of all kinds
should be made on a strictly busi-
ness basis. .

This does ‘not mean that we
would refuse’ to help countries
anywhere who suffer from .crop
failures, famine and other' catas-
trophies.. . We have 'always ‘aided
countries in need and always will.
But: that is different from this' ef=
fort to hire people with loans to
practice 'monetary, production and
distribution' ‘policies *tha't 'will
serve them best. it
"*The ‘rapid rise in prices in the
United Statés'has greatly reduced
the value of loans made to foreign
countries to buy ‘American goods:
These’ conditions, however, can be
partially corrected by foreign
countries in' need of Amerxcap
capital amending ' their €economic
policies and improving their trea‘t—
ment of foreign capital. That is,
if these countries will adopt pol-
icies that will make foreign capi-
tal feel safe'to engage in long

term' production operations there

[ will be a migration of capital from |

this «country to do the job .that is
to be done in production,

This export of capital and the
building of productive facilities in
foreign  countries “with" private
American capital is far' safer both
for the country in need ‘and’the
United States, The chief handicaps
lie in the unfriendly economic ¢li-
mate for American capital in
many of these ¢ountries, and some
unfavorable restrictions on the ex-
port of capital by individuals in
the United States that should be
removed. ! STy

It is' perhaps not for us to tell
other countries how to run their
internal affairs. But if they wan(}
the help of American ‘capital ‘an
production  methods " shipped ‘' to
them to aid in their reconstruc-
tion, they should adopt legal, eco-
nomic and transfer policies that
would create confidence on our
part, For example British' and
French® coal shortage and other
labor crises together with trade
restrictions that have further
weakened their economic condi-

‘tions are for the most part results

of unsound domestic and ‘foreign
economic policies. !

The progress of the World Bank,
the ‘International  Fund and’ the
International Trade Organization
have been of little help in ironing
out ‘international commercial and
financial maladjustments. But
these institutions can' never solve
these fundamental ‘problems that
must be solved by ‘each’ country
for itself. What Holland and Bel-
gium have done, also can be done
by France, England and Germany.
Unless sound domestic policies are
set up and followed, international
borrowing and charity will never
make any country prosperous.

Correcting these economic and
policy deficiencies, however; will
not solve the immediate problems
which have grown up since ‘the
war. The immediate problems of
our unbalanced payments with
the rest of the world and how
foreign -countries in need are to
get the tools and materials for
production and trade can be par-
tially solved: ’

(1) By the United States taking 2

a long term point of view and
encouraging sound business loans
by private investors where coun-
tries put their domestic affairs in
order and ‘furnish the required
security for such loans;

(2) By foreign countries adopt~
ing tried policies of dependable
currencies, .production and trade
that come out of industrious ef-
forts such as in the small coun-
tries I have cited, and the aban-
donment of silly “isms” ‘and con-
trols that destroy production 'and
trade; and

(3) By countries in need of our
capital creating an economic cli-
mate that will give confidence to
foreign capital and foreign tech-
nical skills to risk their combined
efforts by emigrating to these
countries. bl

The world has plenty of gold
and. could have plenty of sound
money. Labor, skill and materials
can 'produce the needed ' capital.
The chief obstacle is the” adop-
tion, ‘all over the world, of de-
pendable économic policies. The
world  needs' an int,ert,lati,q'na}
Adam Smith. While' there ‘are
signs that ‘Adam. Smith’s home
péople are beginning to' see the
fallacies of the false doctrines thely
have been following in retent
years, a’ more rapid return 1o his
correct ideas in the’ production
and distribution of wealth " is
needed to avoid great hardship
from losses of the productivity of
free enterprise and free trade’
The Quack Remedies of Devalu-

ating the Dollar “and ‘Inflation

Will Only Bring More Chaos

Alréady rumors are flying that |-

the United States will have to ‘de-
value the dollar in order to en-
able ‘foreign customers to buy our
goods and to’ enable us'to export
our surpluses. - This is theé wrong
road ‘to foreign trade and ‘pros=
perity. To be sure, a:devaluation

of ‘the dollar’ would increase the | D

uying power of foreign curren-
1es and gold of the foreign buy-
ers in our markets. But how long
would that last? As soon as their
dollars’ would be spent and: our
prices rose to offset. the reduced
brices to ‘foreigners resulting
from the devaluation, our balance
of payments would be more un-
balanced than ever. before, prices
and costs ‘'would be higher, and
confidence in our money and in-
tegrity would be impaired for a
generation. :

. The United States, and the
whole  world, can have monies
that meet all the tests of sound-
ness and - dependability. 'These
qualities are determined by “the
iree convertibility of” currency
into gold, the stability of the buy-
ing power of the currency, and
the ability of the country to bal-
ance its budget and meet its do-
mestic and foreign payments in
free markets. Countries that do
not restore' sound monetary con-
ditions and free markets are ene-
mies of their own prosperity ‘and
that of the world. Such countries
are not worthy of either public
or private loans from ‘other coun-
tries and private risk capital will
wisely avbid these countries, “*

The Dollar and Sterling-- Bloc
Exchange—The Key to Interna-
tional Monetary Stability ‘and
Multilateral Trade' =

. The Sterling Area and the Ster-
ling Bloc countries, and countries
allied with them' with exchange-
able\cgrrency arrangements, now
comprise a large part of the west-
ern commercial world 'outside of
the United States dollar area. - A
restoration of stable ‘currency ex-
changes between the dollar and
the Sterling Bloe countries with
multilateral trade and payments
would clear the way for all of
these countries to obtain the pro-
ductive capital they need. 2

Elliott Co. Preferred
Offered by Eberstadt

F. Eberstadt & Co. Inc. on Dec.
3 made a public offering of a
new issue of 60,000 shares - of
Elliott Co. $50 par value 5% %
convertible cumulative preference
stock at $50 per share, :
. Formed in 1901 and long prom-
inent in the production of tur-
bines, generators and other heavy
duty electric ‘power equipment,
the company has recently beeh a
Ieadm_er in the development: of gas
turbines and is at present active
in the development' of tonnage
oxygen equipment, ‘

.The increased ' volume of . the
company’s business, as compared
w1§h the prewar level, has re-
quired approximately $2,000,000
expenditures' for additions being
made to thé company’s’ manufac-
turing facilities, as 'well as addi-
tional cash working capital. ' The
company’s backlog of orders ‘at
Nov. 1, 1947 was approximately
$29,000,000 spread over all types
of the company’s products. -

‘'For the nine months ended
Sept. 30, 1947, the company re-
ported net income ' of $980,030,
equal to 4.75 times the dividend
requirements on the 39,650 shares
of cumulative preferred stock
gr,esgntly‘ outstanding and  the
60 e(}OO shares of new cumulative
preference stock. X

re k .

- Upon' completion of the present
financing, ‘outstanding capitaliza-
tion"of the company, in addition

to the stock now being offered,
will consist of 39,650 shares of $50
par value cumulative preferred
stock and 328,079% shares of com-
mon stock, $10 par value. |its
bank loans total $3,500,000. °

Cassel to Admit Moses
H. Cassel & Co., 61 Broadway,
New York City, members of the
New York Stock Exchange, will
admit Walter Moses ‘to” partner-
ship ‘on Jan: 1, Frederick’ Maier-
Jung, ‘Helmut Schalla, general
partners, and Karl Nathan, Ting,
ifed gfrtner, will withdraw ‘on
ec, 31. pAade )
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Holds Western Europe Forges

(Continued from first page)
prices against export of French
anerchandise to the United States.
My purpose was to make it clear
that by thus preventing exports
1o the United States the. French
Government had, by its own act,
created a shortage of dollars in
Trance and could relieve it by
raising the barrier. A new spend=
ing project calling for advances
unrelated - to- food to Western
Furopean governments, including
that of France, is now befor_e
Congress. In its support it is
urged that these countr.es are suf-
fering from economic ills caused
by events beyond their control;
¢hat they must have dollars which
are unobtainable through their
own ' exertions or they will “col-
lapse.” It is in respect to this new
spending project that I am writ-
ing. What I am about to; point
out is this: e e

That the principal countries c_)f
“Western Europe are in economic
'chains of their own forging and
the major eccnomic ills- from
“which they suffer are the natural
whd  inevitable = consequence - of

‘“¢hese self-imposed shackles. !
1:That. they cannot recover until
freed, and their freedom is to be
had only through drastic political
and economic reforms.

That these reforms present po-
litical difficulties of great magn.-
tude and must come from within
and not from without.

That sound and stable money
must be provided and hones.tly
maintained within these countries.
“That production and trade must
e freed from an intolerdble con-
trol the purpose of which is to
force persons having things to
sell or services to render to ac-
cept in payment a debauched
paper money at whatever values
bureaus decree—decrees the peo-
ple decline to obey since they
know them to be founded upon
false pretense. .

That they must reduce expendi-
tures to the level of revenues, a
process which requires the cessa-
tion of subsidies and gratuities,

~ the denial of handouts to powerful
pressure groups, the abolition of
the four-day week with reduction
of salaries and wages to the fair
level of production.

That they must purge the pub-
Jie payrolls of hosts of unnecessary
clerks and useless functionaries.

Own

circumstance being ‘that $20 ' bil~
lion already have been appropri-
ated by Congress and spent by
pureaus for world rehabilitation
since the surrender of Japan with
as little permanent good as $20
billion ' spent for  wheat to be
broadcast upon a desert as an ag-
ricultural experiment.

i 11

That there may be no misun-
derstanding of my position let me
make it clear that I offer no ob-
jection to the gratuitous provi-
sion of food and all other neces-
sities to the conquered peoples
and those residing in occupied
areas. Since we hold them in
military custody and deny them
freedom of action we must pro-
vide for them or confess ourselves
no better than those keepers of
starvation camps we have -hanged.
Neitker do I offer objection. to
the gratuitous provision. of -food
and clo.hing within the liberated
areas where it is proven that the
country itself cannot make pro-

'vision for  its own needy, and

where its distribution to those for
whom it is intended is adequately
assured. I make this qualification
since it'ls my undersianding’ that
foods heretofore sent abroad gra-
tui.ously have not been supplied
gratuituosly to the needy but on
the contrary have been sold by
those in -power, and. the money
used as the government saw fit.
Neither do I oppose combating
the ‘spread of totalitarian com-
munism by methods likely to
prove effective,

It is because the present proj-
ect goes far beyond feeding and
clothing needy persons and con-
templates immense gratuities to
existing foreign governments for
expenditure in such manner as
they choose that I am troubling
myself to write this letter and
you to receive it, for I do not be-
lieve ‘that such giatuities under
present - conditions will either
bring prosperity to the people of
those countries or serve to com-
bat the spread of communism,

IiI

Those who advocate this new
spending project, despite the fail-
ure of those which have pre-
ceded it, say that the way to pre-
vent the spread of communism

In short that governments must
Teturn to those policies of fiscal
sobriety and common honesty es-
sential to normal life in an exr-
derly society. Money must cease
to be common harlot to political

. expediency and return to its true
*“position as an honest and re-

spected servant of the people. No
member of Congress need be told
that as things now stand in many
of the countries such reforms pre-
sent near - insuperable political
difficulties. Held prisoner by in-
ferests now well vested, the nat-
wral fruit of their own follies,
these governments will encounter
fierce . resistance . in respect to
every necessary reform. Success
will be possible only uader in-
domitable - leadership and . then
only ‘when conditions' are Tripe.
Under such circumstances subsi-
dization will not be required. If
governments are weak and condi-
tions not ripe, subsidization will be
worse than useless, since:it will
perpetuate the evils. This is be-
cause subsidies granted those ‘in
power will strengthen their hold
upon office, and thus assure con-
tinuation of existing practices.
Request for $3 billion to be ex-
pended in efforts’ to maintain
pegged prices for debased paper
wmoneys, of itself betrays lack-of
courageous purpose and inteat
upon the part of those concurring
in the request.

Both reason and experience sus-
tain each' of the conclusions just
expressed. But in. their support

“1 propose -to 'summon not ‘only

. reason and experience but pain-
i+ ful circumstance as well, the first| aggressiveness.

gitized for FRASER
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throughout Western Europe is to
make the people of that area
prosperous and henee contented;
that the people of the states they
propose to aid are not prosperous,
at least not as prosperous as they
would like to be, and cannot be-
come so through their own exer-
tions. It is for this reason'that
they propose to aid them. The
aid they suggest is 20 odd billions
in American money to be secured
through the imposition or con-
tinuation of extraordinary taxes
on the people of the United States,
this money to be transferred as
subsidies ‘to foreign treasuries.
Upon receipt the money is to be
used by the " recipient govern-
ments in such ways as they deem
proper to make their people
prosperous. Even in a mad world,
Congressman, it is difficult to so-
berly accept the doctrine of sub-
sidizing governments which on
their profligate record stand as
proven purveyors of poverty and
destroyers of plenty.

Since France is the largest and
most important of the states pro-
posed. to be aided by gratuitous
capital grants, I propose to con-
sider this plan in respect to that
country.

The French people are strong
and capable. They possess great
wealth both at home and abroad
and invaluable natural resources.
There are many wealthy individ-
uals and families: I shall refer
to these in greater detail before
1 have finished. Throughout a
long . history ' the: French  have
demonstrated: industrial genius as
well .as great military valor and
By force of arms

Economic Chains

they have conquered and now
hold peoples and lands in sub-
jection both in Asia and Africa.
Since the year .1800, a period of
less than a century and a half,
which is less than the lives of
two 75 year old men running con-
secutively, their armies have more
than once overrun all of Europe.
So complete was this conquest
that throughout that Continent
they ~were enabled to = place
French Kings of their own selec-
tion upon forcibly vacated foreign
thrones. ‘In turn, within that
period, France herself has been
overrun. Heretofore French re-
coveries both from defeat in wars
and from internal revolution have
been remarkable. The'country is
self-sustaining because of its na-
turally fertile and highly produc-
tive ‘lands; and as a farmer. the
French peasant has no' superior:
He is industrious, frugal,»and in-
telligent. He cherishes the land
and spares no effort to maintain
its fertility.

As compared to other war-torn
countries the physical destruction
in France was relatively little;
and agriculture ‘contintied with

slight interruption throughout the

occupation.  ‘Nearly three years
have passed since the liberation
and the return of the French pris-
oners of war to their occupations.
In addition to domestic produc-
tion -and that of her overseas
colonies, France, since the war’s
end, has had several. billions of
American production in exchange
for which she ‘has parted with
nothing. Yet despite the exertions
of the French people supple-
mented by princely gifts from
abroad their government has felt
compelled ' to reduce their bread
ration to a level below the lowest
received during the German oc-
cupation, and, admitting no mal-
feasance in its own administra-
tion, appears as suppliant for free;
gifts from abroad. #

v

In my letter to you of June 28,
to which I have already referred,
I pointed out how invalid is the
claim of the French Government
that it has made a genuine- effort
to obtain American dollars
through its own exertions, that is,
by. honest reciprocal trade be-
tween Americans and Frenchmen.
But a moment’s examination of
its conduct-is required to demon-
strate that ‘by. deliberate act in
establishing a grossly over-stated
pegged price  for the franc
through the mechanism of - the
Stabilization Fund, ‘it has so
heavily penalized American trav-
elers and merchants as to make
substantial sales of French mer-
chandise and services to Ameri-
cans impossible. The facts speak
for themselves and require no
elaboration. By a coldly calcu-
lated expedient, whatever its pur-
pose, the French Government has
created its own shortage ‘of the
dollars of which it claims to be in
need, and it is not an unfair de-
duction that the French Govern-
ment proposes to part with
French merchandise in exchange
for American dollars only when
hope vanishes of obtaining them
for nothing. I'say this because it
is impossible ‘to suppose ‘that a
government seriously desiring ex-
port business for its people would
enact an insuperable  barrier
against it.~ But a government
which believes that course of con-
duct to offer possibility of obtain-
ing dollars without consideration
would most’ certainly do so. The
effort itself affords a melancholy
commentary ‘upon -the: French
estimate of American intelligence.

v

In the period following the lib-
eration the French Government,
according to its statistical reports,
has issued more newly printed

franes in  payment of treasury |

deficits than did the Vichy Gov-
ernment during the occupation.
By this flagrant abuse of the

sovereign power to issue money
French politicians in oftice have
made pretense of giving the peo-
ple something for' nothing.  Its
deficits represented subsidies of
every conceivable 'sort; outra-
geously built up payrolls; free
services and. wasteful extrava-
gances including increased pay
for a four-day week. But in truth
the miracle of providing the peo-
ple with something for nothing
consisted of nothing more 'than
the shabby and ill-concealed rob-
bery of every man, woman, and
child in France who owned paper
francs or obligations payable in
francs, as well as all pensioners
and annuitants and all wage and

salary earners who lost steadily.

because of the lag between as-
cending prices and pay readjust-
ments. Rationing and price: and
exchange controls were  resorted
to in the hope of concealing the
declining purchasing power of the
franc. :With. theseé. controls came
scarcity, their inseparable com-
panion. - ‘These measures, ‘- sense-
less since they sought to defeat
the prctective forces of human
nature itself, deceived no intelli-
gent Frenchman' and. should de-
ceive no intelligent American.
They seriously aggravated a sit-
uation already becoming unen-
durable. They have driven free
markets underground and forced
trade from the hands of estab-
lished tax-paying merchants into
the hands of free-booters: who
dare not declare their unlawful
gains to the tax collector even if
so disposed. In this manner they
have both dried up the revenues

of the state and converted normal .

plenty into abnormal scarcity.
There are few among the
French people who do not under-
stand paper money inflation and
none understands it more clearly
than the French peasant. his
understanding is born of experi-
ence and family tradition.
will not willingly submit ' to
being victimized through an oft
repeated deception. It is for this

‘reason that he hoards gold coins;

both of French and foreign mint-
ing, even resorting to the pur-
chase of thin cuttings from gold
bars to be added to his hoard. He
also acquires such foreign cur-
rencies as he deems stable, and
it is well known that a great por-
tion of the U. S. currency spent
in France by our armies found its
way into French hoards where it
still remains. It is because of his

understanding of what -has been‘

and is daily being done to debase
the franc that the French peasant
withholds his produce from the
price controlled markets and
secretly disposes of it upon: the
underground free market where
the true value of the franc is
recognized. A realist from ex-
perience and hard circumstance,
he declines acceptance of the doc-
trine that false pretense becomes
truth at the will of the lawmaker
or bureaucrat, and that by legal
enactment and printed inscription
paper can be given whatever
value government decrees.

But the hoarding in France is
not confined to peasants. Obey=
ing the most natural of all pro-
tective instincts people of every
class seek to save themselves
from . loss or .impoverishment.
Thus they. quietly convert francs
into things of permanent value
and find ways to secretly get
their money and valuables out of
France and. into other countries.
The drain of French owned capi-
tal from. France through such
measures has been enormous. A
vast amount of this French-

owned capital is known to be in-.
vested in American securities de-

posited - by  French owners in
American strong boxes. It is this
French capital driven into hiding
because of the notorious delin-
quencies of its own government
that is to be replaced through
taxation of Americans if Congress
gives consent.

Yet -all -human - experience
proves 'that ‘when ‘the French

Government again establishes and:
maintains an honest medium of:

He |

exchange and discontinues price
controls. and rationing food will
return in abundance to the. free
markets of the cities as it has .
many, times in the past. Expatri-
ated capital will come home, gold
will be returned: to the banks,
commerce and industry will re-
vive and the national revenues
will be restored.  Americans
should understand this. Did not
meat and butter ‘disappear from
our own controlled markets, re-
appear when controls were lifted,
and disappear again when con-
trols ~were, reimposed - only to
promptly reappear when freedom
was restored? ‘Only persons of
short” memory can fail to recall
this. "
VI

Public - distress in France bes
cause ‘of the steadily falling value:
of the franc has now reached the
stage where a resolute. govern=
ment ‘might hope for ‘success in
drastic: fiscal: and  monetary re=
.orm.. All law-abiding persons in
France and all who must work
for wages or salaries or subsist
upon income payable in francs
are victims:of a ‘destroying force
from which' they are frantically
seeking escape. “The communist
leadership - ‘understand ' this far
better than dot.those Americans
of little understanding who sup-
pose the situation controllable by
gifts to the French Government
or some additional food for sale
to the French people. The com=
munists propose the overthrow of*
a government which has failed to
provide either honest government
or an honest medium of exchange,
Under the leadership of Moscow,
both intelligent and conscience-
less, they have made headway, a
fact which should astonish no one.
‘A people fleeing from a great
evil may readily fail to discern
the greater evil toward which
they are being directed.

In reply to those who in their
desperation have aligned them-
selves under the leadership of the
communists, the government has
announced its purpose to print
and distribute additional francs.
This is perhaps its only feasible
recourse at the moment. But this
temporary palliative must be fol-
lowed forthwith by the essential
and drastic operation, or nothing
permanent will have been accom-
plished. Should subsidization
from abroad result in postpone-
ment. of this operation, it wilk
have worked evil and not good.

It must be borne in mind that
monetary inflation is of political
origin though -its manifestations
appear in the realm of economics.
It finds its source and its continu-
ation in political expendiency, Its
purpose  is to enable those in
power to increase public expendi-
ture without a corresponding in-
crease in taxation, As example,
by the printing and expenditure
of additional paper money  Or
credits - convert’ble into money,
appearance is given of something
being obtained for the people for
nothing. So it is that by the mass
|of the people in its early stages
‘monetary inflation is deemed
Santa Claus, and, since. in the
homely  vernacular. of a great -
American, “Nobody is goirg to
shoot Santa . Claus,” protests of
those who understand the ultiniate
effect’ go unheeded. The people
accept appearance: for reality and
vote to support those they deem
to be their benefactors. Not until
it is learned by the mass' of the
people through painful experience
that behind the benevolent mask
of Santa Claus hides . the -cruel
countenance of an ogre which
from - the beginning has created
nothing, but on the contrary has
secretly taken cruelly and ruth-
lessly, is there political hope of
bringing monetary inflation to an;
end. Once started, ~as long as
there is political gain in_its con-
t'nuance, the practice will be con=
tinued; only when its continuance
has come to mean political loss
will it be discontinued,
“:Ififreedom survives the present
crises, - there is ‘but . one .serious
'possibility: of:long  postponement
[IR b LR % S
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of remedial action in France: That' our helping them. The countries duction, but 2 billion francs (one-
possibility lies in unwise American and people look healthy and pros- ]half of 1%) are taken 'in taxes.

interference by 'subsidizing the perous, and unless the 13 nations It is

French Government, By supply-
ing the French politician in office

|Row assembled in: Paris can form
a sort ‘of perpetual U. S. of west-"'

inthe face of these figures

|that it is gravely proposed that

additional taxes be laid upon all

with' the: means with which to 'ern. nations which would forget' Americans, rich and poor, farmer

continue his subsidies, his extrav- |

agances, and services with neither
increased taxation nor the print-
ing of additional francs, it is
within our power to prolong the
French ‘economic malady, even to
the exhaustion of our own avail-
able resources. But in essence the
operat.on will consist of nothing
more than the temporary expedi-
ent of importing to our shores and
unjustly ‘inflicting upon our own
people ‘a portion of the misery
brought upon the French people
through the maladmin’stration of
their own government. And.in
the end, when our own exhaustion
compels cessation of our interven-
tion, every responsible American
official and every lawmaker and
publicist party to the process will

be detested for it both at home | Th

and abroad; at home for starting
and continuing the practice, abroad
because of its discontinuance. And,
Congressman, should ‘any of your
constituents inquire as to the
probable duration of economic
distress in France, and you may
be sure many of them are wonder-
ing, you may with perfect safety
reply -that the duration ‘will, at
least be:coextensive with continu~
ation:.of :the practice ‘of "shipping
American wealth to France in at-
tempts to shore up a rotting franc;
a’ franc rotting not because of ex-
haustion”of French resources, but
" because - French politicians - in. of-
- fice:decline to be honest.

VII

There is ample support of a
current factual nature for the con~
clusions' just expressed. It is to
be ‘found - almost- daily in press
reports ~ from  France indicating
the' declining value of the franc
under pressure of rew issues and
the discontent of the people be-
cause of it. It is to be found in
speeches by French Cabinet mem-
bers; in strikes and demands for
increased wages; in the withhold-
ing  of agricultural produce from
the price controlled markets of
the cities; though there is no evi-
dence .of scarcity in the country.
Of equal significance are reports
from returned American travel-
ers. The correspondent, Marquis
Childs, has recently reported from
Paris: that expensive Parisian res-
turants: .are da’ly ‘filled = with
French diners, while the French
Riviera; the expensive .gambling
and resort center, has just closed
its most profitable year. Others
have made similar reports.

Dr. Heiser, the distinguished
American:: physician and author
who gave'a lifetime to the service
of humanity through the Rocke-
feller Foundation, has just re-
turned from a three-months’ mo-
tor trip through France and Italy.
He speaks both languages and
talked freely with the people of
the country and eities. This com-
petent man declaréd. upon landing
in New York -that he found no
evidence of serious lack: of food
in either country and :that the
shops -of Florence in Italy where
there is-no meat ration'ng carried
more steaks and chops on disnlay

'than he observed in s:milar New

. York markets,

i1 The:distinguished ‘San Francisco

‘weekly, “The Argonaut,” of -Oct.

124 contains .a -letter ‘from  John
Gallois; @ prominent San  Fran-
ciscan.:: It was written at sea o

i the‘editor by: Mr. Gallois who was

returning.; from -a - four=months’
i tour of Sweden, Belgium, Holland,
.. France, and. a- small part of Ger-
many. Inithis letter he says: “These
:Europeans: are not. suffering, al-
- ‘though' they appear broke.-Never,’
~.even :in.the heydays:of ‘the late
.twenties ‘have ‘I seen such spend-
- ing; ' luxury, gambling,. and ' so
-forth. as: in France and Belgium.
:It’s  not like the’ old. days when
.the Americans,’ British, and Rus-
- sians  were the great: spenders’in
Europe.~Now' it’s the:local people;

" :What these!people now need is to
i -get downto'work-and forget about:

://fraser.stlouisfed.org/

their dollar demands without pro- ‘
ductive planning, I would let them

| paddle their own canoe. * * % If

‘France wants to get out of her
"mess, she must rev.se her ways of
'living and abandon the habits of
luxury she Lkas acquired in the
years snce the liberation. The
exhibition of indecent riches I saw
in French summer resorts has
certainly not given tourists the
impression she needs f.nanc al
help. You cannot ask for help
and live as well as before the
war, * * * At present France of-
fers a strange picture. Her indus-
trial production is equal to 1938
but she lacks essential manufac-
tured commodities. Her agricul-
tural output equals 1938, yet she
goes begging for wheat and meat.
e cause is hoarding for black
market prices. Her cities go short
of food and the countryside eats
as never before.” Many other d s-
nterested travelers have reported
similar observations. None of the
indecent display of wealth and
luxury ‘on the part of Frenchmen,
described above, has escaped the
eyes of the helpless middle and
wage earning classes of France,
desperately struggling against the
declining value ‘of- their francs.
Their bitterness and resentment
are manifested in the strikes and:
disorders' now be'ng-€xperenced.
This resentment will contihue un-
til conditions . are - changed, and
change will come only with re-
moval of the causes.

VIII

Proof of the cause of scarcity in
the French. cities and of the rap-
‘dly declining value of the franc
is to be found in the government's
financial reports. In January of
this" year there was published in
“The Commercial & Financial
Chronicle” of New York a study
of the French situation by a com-
petent economist, Egon Kaskeline.
The  figures which follow are
taken from that study. I have seen
none of them questioned and have
no reason to doubt their authen-
ticity. The French national debt
is $453 per cap.ta as compared
with a per capita debt in the
United States of $1,185 and in
Great Britain of $2,152. In De-
cember, 1946, the controlled price
level in France, as.a consequence
of the paper money inflation, had
reached 800% of the 1938 level.
It is now much higher and moving
upward - steadily. Upon the free
or black markets which were then
doing over one-third of all French
business, the price levels had
reached 1,600% of the 1938 levels.
The franc, officially valued at the
pegged price of 119 plus per
U. S. dollar bv the International
Stabilization Fund. was selling
at 350 per U, S. dollar. It was es-
timated by M. Phillip, the new
Minister of Finance..in his Decem-
ber address to the. Assembly that
the tax frauds' of the year 1946
ran as high as 150 billion francs.
150 billion  francs, ‘Congressman,
at the veecged rate of exchange
is 1% billion dollars. The total
deficit of the French G{;vernmeht
for the year 1946 was=zreénorted as
415 billion francs of which 203 bil-
lion ‘came from losses in’the na-
tionalized railways and industries:
This deficit was met by the issu-
ance -of  newly created . paper
francs.  The deficit for 1947 was
estimated ‘at 500 billion francs to
be met in the same manner. .

The foregoing are 'shocking fig-
ures: but those which follow must
appall every:Congressman who"is
giving serious consideration to the
questionof ‘voting taxes against
his own constituents on ‘behalf of
a  French Government which
openly -declines t¢ ‘do its duty:
Taxes collected in France repre-
sent but 22.7% of French income
as against nearly double that per-
centage' in the United States and
40% in Great Britain, while from
the' estimated ‘annual 400 billion
“francs ‘worth of agricultural pro- -

and factory worker, ‘to support
the Government of France.

The French Government’s re-
ported income for the fiscal year
ending in 1946 was 373 billion
francs. This equals $3,130,000,000.
The divis.on of this by 40 mil-
lion, the estimated population of
France, gives $78 as the per capita
tax burden imposed upon its peo-
ple by the French Government in
the fscal year ending in 1946,
Now. subject to the same calcula-
tioa the $40 billion tax collection
of the Federal Government cf the
United States from the American
people. In a word, divide $40 bil-
lion by 140 million, the population
of the United States. This calcula-
tion discloses that the tax collec-
tion from the American people by
the Federal Government ' alone
during the year 1946 was $285 per
cap.ta, nearly three times that
collected by the French Govern-
ment from its people. i

It is not for taxing lightly that
the French Government is to be
condemned. It is for taxing lightly
while spending heavily and meet-
ing the deficits by the printing
of paper francs. For this it is in-
ev.table that it will soon be called
to account by the French people.
That is, Congressman, the French
Government will very soon be
called to-account by the French
people. unless you and your col-
leagues can"be persuaded to tax
your own constituents to make
good- its deficits.

IX

If' the Congress of- the United
States is to become Tax Collector
Extraordinary “for' the bankrupt
governments of "Europe and the
American citizen' Taxpayer Ex-
traordinary on behalf of those gov-
ernments, it is well that Con-
gressmen visit those countries on
whose behalf they propose to en-
2¢ct tax measures.- But one day
spent in examination of French
books readily available in trans-
lation will afford great enlighten-
ment both to those legislators who
travel abroad in search of infor-
mation and those who remain at
home. For French scholars, with
the industry and meticulous care
characteristic of their race have
assembled and analyzed the rec-
ords pertaining to the great
French paper money inflations of
the past even to the daily police
reports respecting the feelings
and conduct of the people.

In these studies one is enabled
to observe, as in a mirror, pre-
cisely the conditions to be ob-
served in France today. The dis-
appearance of food from the price
controlled and policed markets of
the cities; food in plenty in the
country; black markets flourish-
ing; expensive restaurants and
gambling resorts filled to over-
flowing; speculation rampant and
discontent and unhappiness ev-
erywhere; an over-staffed and
wasteful government unceasingly
vouring mnewly printed paper
francs into the country’s circula-
tion while harassed and impotent
cfficials struggle to force the peo-
ple to accept the printings of the
Government - at such values as
bureaucrats prescribe, the people
declining to do'so. History is re-
peating = itself in France. The
French people; knowing their
own history, ‘and - understanding

i | the ways of the French politician,

far better than do- Americans, are
resisting and rejecting a great im-
posture. There -are of ‘course per-
sons in France as in the United
States ‘who lay the blame  for
stagnation of {rade in price con-
trolled markets, the scarcity of
food in the cities; and the steady,
increase “of prices; upon the de-
mands of labor and salaried per-
sons for increased pay; others lay
the blame 'upon merchants, others
upon bankers, and still others up-
on industrialists
These charges ‘are as-false as:they:

and ' farmers. |’

are unjust.  The blame lies with
none of these but upon those
Frenchmen who' co-jointly ' con-
stitiite the French ‘Government,
By their ‘dishonest fiscal practices
they have destroyed an essential
factor.in French civilization, the
lawful : medium of exchange : of
France, while the struggle of la-
bor, of salaried persons, of mer-
chants, of farmers and industrial-
ists for additional francs is but
the natural struggle to survive.
In it is exhibited the protective
instinet of the individual to safe-

-guard himself and his family, and

nothing more. . The issue of eco-
nomic recovery in France lies be-
tween the French people as a
whole and the French politician,
and there it must be decided. Our
intervention  can - prolong the
struggle and the agony ani im-
port a portion of it to our own
country, But it cannot determine
its final outcome.

X
I have used France as example,

but in one respect the: case of

Ergland  is more ‘illuminating.
When I wrote  you eighteen
months ago expressing opposition
to. the British - Loan in the form
then . advocated, I stated that I
opposed ‘it not. because of antag-
onism-toward the . British people
‘but because: upon .objective rea-
soning I believed' the loan ‘would
prove harmful: both to’the British:
and to -ourselves.
reason.led-to no: other conclusion

than that. it would impair:Anglo-'

American . friendship. since - the
conditions attached to the "loan

could not be met. and- therefore’
I also]

should not . be" imposed.
stated that the adverse effects of

80 ‘great a drain on American re-|
sources, the total of $20,000,000,-

000 .then under consideration for
foreign grants being, interesting-
ly enough, the same ‘as at pres-
ent, could.not be postponed: buf
would promptly manifest them-
selves. Little time has been re-
quired to vindicate the accuracy
of -these conclusions. As an al-
ternate to'the blanket loan as
planned, I suggested a careful ex-
amination of the fiscal affairs of
Great Britain and that apnroach
to its financial problems dictated
by all experience. - But it soon
became apparent that the great
mass of the American’ people.
moved by humane instincts and

‘high purpose, was -being won by

a . skillful campaign of official
propaganda to accept the repre-
sentations inscribed upon the bot-
tle with no real knowledge of its
contents, Congress thereupon suc-
cumbed to the pressure of the
Administration. It was but a re-
petition of similar Administration
successes. The result was but a
repetition of past failures. Events
have moved swiftly in America.
The people have demonstrated
that they like neither the scarcity
and the advancing inflation they
are experiencing at home nor the
news they receive from abroad.
They have learned that fine
phrases and lofty declarations of
purposz are poor substitutés for
objective reasoning, and that an
economic, untruth. does not be-

.come truth because advanced in

support
worthy.

of a cause deemed

XI .
‘We now know in enlightening
detail what happened to.the Brit-
ish' Loan. To make use of an

‘ancient - expression, it went  for
~corn and games for the British
‘populace; for -food and: clothing
-Subsidies, ‘for tobacco for Holly-

wood films, for doles, for losses

‘incurred- in nationalized industry
‘with “that" increased pay for de-
‘creased’ production which makes
“for -political popularity and na-

tional bankruptey. By indirection
through the subsidies it went for
unprecedented welfare programs

‘and the pay of new heavily staffed

bureaus to control the. mechan-

isms of the new order.
Bewildered ‘Americans ‘express

astonishment that-by-elections in

I stated  that

Great Britain in regular succes-
sion_have 'sustained the Socialist
Government, a seeming anomaly
if ‘things in Britain are as bad
as reported. There need be no
astonishment.  During the past
year the pay of British labor:in
chillings has: been higher than
ever before, and the cost of food
and clothing relatively less be-
cause of ' prodigious government
subsidies. made possible by the
American loan. As a consequence
of this' and of the little left to
buy because of the export pro-
‘gram of his government, the Brit-
ish wage earner has a surplus of
shillings in hig pocket, It is for
this reason that absenteeism has
reached proportions hitherto un=
known and the increased’ attend-
ance at horse racing, dog racinz,
professional football matches, and
all other forms. of public and pri-
vate gambling have become a na-
tional . scandal.  The Churches,
gambling committee has just .re-
ported that receipts on greyhound
racing: tracks in England, Scot-
land, and Wales last year were
$796,000,000; - ‘that = bookmakers’
takings are estimated at slightly
more bringing the total expendi-
ture at greyhound racing tracks
over - $1,600,000,000.. And who,
Congressman, ‘one may ask, paid
for the ‘colossal food and clothing
subsidies, for the tobacco, for the
Hollywood. films,  for the absen-
tleeism, for decreased -work with
increased pay? The answer is
not ‘difficult, It was paid for in
substantial  part - by = Americans
under - compulsion of an ‘Act of
Congress. It was paid. for out
of “the ‘Loan -which, confidently
supposed by well meaning Amer-
icans ‘to last four years and as-
sure .the rehabilitation of  British
industry. was dissipated ‘in liv-
ing expenses and amusements: in:
one, and served no real purpose
except ' to- enable -the Socialist
Governiment to keep itself  in
power. ) ;

Is it.great wonder that so many
Americans now meeting. this hil}
through taxes 'and higher prices

witness with grave concern the
efforts of elements within the
Administration to exact from
them under force of law addi-
tional contributions to so litile
purpose?

XII

That which objective reasoning
made clear has been proven by -
events. . From every part of the
world into which American mon-
ey has been poured the story
is the same. The $4,250,000,000
received by the Government of
Great Britain from the Treasury
of the United States has all but
disappeared in a year, and with
what results?—increased auster- |
ity for the British people and no
abatement in the economic dis-
tress of their ‘country. Billions to
the Government of France, and
with what result? — conditions
more critical than before, and a
decrease in the bread ration  of
France to levels below that of
the German occupation. Billions
to Russia and. her satellite states,

‘an1 the measure of their grati-.

tude is the murder of innocent
young Americans and the denun-

‘ciatory charge that we are Im~

perialists, War-Mongers and Ene-
mies of Mankind. Billions for -
the -liberation ‘and " rehabilitation *
of China, 'and ‘our "Governmerit
dares mot: publish the report of
its Official Observer, so gruesome

-are the 'details of curruplion anc

'malfeasance; hundreds of millions:

for: Greece, and the dispatches of

' yesterday disclose the discovery
of $75,000,000 in supplies abstract-

‘ed and hidden in the 'interest of

Greek individuals, ] s
" Among ‘all who. have acceptect
‘our -benefactions, which since the
surrender of Japan have aggre-
‘gated the great sum of $20,000 -
-000.000, few are to be found. who

“believe ' our motives to be othey

‘than those of calculated self-in-
‘terest. -Nor are they  entirely i

without, justification for this be-
* 77 (Continued ofFpage 30—
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lief, sinceé each successive over-
seas spending project has, like
the present; been representfzd by
its promoters us demanded in our
own national interest.

In every city, village and ham-
let in America people are crying
out 'against scarclty and high

prices. The oppression is real and
not fancied. There is scarcity and

prices are higa. One has but to
pass through' the. food markets
and observe the anxious faces of
poorly = dressed- women to gain
first-hand knowledge of what
this. condition means to many.
Even the President coupled to his

- demand for these new gratuities

abroad a demand for ' action
against scarcity and high prices
at home. It is a demand for re-

- lief from the very ill he proposes
_ to inflict. It is a demand that
one be subtracted from five and
the result be six.

To contend that'these proposed
shipments of billions of American
resources and production abroad
do not inflict definite shortages
and consequent higher prices. at
home is’ to indulge in meaning-
less abstraction. To say that it
is the: American wheat eaten by
Americans and not the American
wheat ‘eaten by Europeans that
makes prices high; that it is the
American steel consumed by
Americans and not the American
steel consumed by foreigners that
makes steel scarce, are distortions
of reason into nonsense. In ap-
praising the working of an entire
economy- earmarking of portions
in the manner indicated is im-
possible.” But it is indisputable
that' for every million bushels
of wheat and every million tons
of steel sent abroad there is an
equivalent decrease-in supply
upon the home market. It is al-
so indisputable that the addition
of dollars and convertible:credits
to our..already. over-expanded
circulation “sharply. increases de-
mand upon those markets.

XIII

There are persons who say that
the United States can well afford
to send an additional $20,000,000,-
000 worth of its resources and
production abroad with nothing
to be received in return, and
should make provision to do so
not. only without delay but ap-
parently without study insofar as
Congress is concerned.  In lieu
ofindependent congressional
study, they demand that Congress
act upon the recommendation and
report of Committees composed
of lay individuals, selected by the
Executive to mstruct Congress
respecting its duty. These com-
mittees have presumed to ascer-
tain what- “the economy of the
nation” can afford.. I propose to
point out the callous falsity of
the concept underlying these stud-
. ies of what “the economy of the
nation” can afford: a concept
bearing no greater relationship to
reality than the doctrine that the
Government’s debt is meaningless
because “we owe it to ourselves”.

The: Government of the United
States, the proposed bestower of
these foreign grants, does not own
the. wealth of the nation.. The
purchasable and exportable
wealth of the nation is owned by
1nd1v1duals and corporations, and
in varymg proportional shares
The income of the nation is also
received by individuals.and cor-
porations in ‘varying proportional
shares. Whatever goes “abroad
pursuant to these spending proj-
ects must be purchased, paid for,
and withdrawn from the supphes
otherwise available for purchase
by ' individual < Americans. The
impact upon individuals will vary
with their income and their ne-
cessities. Every item must be se-
cured in the markets in compet-
itive bidding against American
citizens, few of whom are rich,

the) vast maJorlty of whom are
{11

‘who is compelled day by day to

‘only against the present unparal-

.ern society repose confidence is

.quires. a steady accumulation of

at best in no more than moderate
circumstances, - and many of
whom are desperately poor. I beg
of you to mark carefully the con-
trast between' these two' classes
of purchasers. in the American
market, the individual American

earn his ‘own, often meager, sup-
ply of dollars, and the foreign
government which is supplied
with dollars gratuitously. And
having carefully marked- this con-
trast consider the handicap under
which the American purchaser la-
bors since he must-not only earn
his own dollars but provide the
dollars spent by the foreign gov-
ernment as well. Slight aaalysis
of the facts is required to demon=
strate the falsity of ‘that singular
concept which presumes ‘to de-
termine a question so vital to in-
dividuals upon an examination of
what “the - economy of "the na-
tion” can stand. The question is
not what “the economy of the
1ation” can stand. The question
is. what that tangible flesh-and-
blood creature already desperate-
ly struggling to make both ends
meet. the average American, -can
stand. It is upon his back that
Congress is. asked, to strap this
load and it is with him that Con-
gressmen and the political parties
to which they belong must reckon
in: the end. .

I have in mind, Congressman,
the average people of the United
States, the: men and women, old
and young, of small or moderate
income; who with mounting anxi-
ety are struggling day by day not

leled rates of taxation which add
heavily to the price of everything
they buy but against the grind-
ing burden of the national debt
as well, a burden applied through
the gross inflation of our circu+
lating. media. Among these men
and women are to be found. the
best the country has, all salaried
workers all teachers the clergy,
31l civil servants, all labor which
suffers loss because of the lag
between increasing prices and in-
creased wages, the five million
families recently declared by
Government®to be without pres-
ent possibility of procuring homes
of their own because of high costs
and scarcity of materials. There
are also those whose life savings,
once sufficient for their support,
are no longer adequate because
of advancing prices.

‘It is true that there are poor
persons in Europe - and persons
paralleling in circumstance those
I have described. It is no less true
that there are rlch persons in
Europe and great resources avail-
able to those Europeans willing to
work as Americans work. There
is poverty and destitution in Asia
of an appalling character, and un-
til the nature of man changes
there will be poverty and destitu-
tion throughout the world as
there always has been. But the
cure does not lie in seizing that
produced by the provident and
industrious and giving it to the/
improvident ‘and those who de-
cline to work. Through that proc-
ess all: will assuredly be reduced
to a common level of indolence
and destitution. -

XI1v

A lawful medium of exchange
in the continuing.value of which
the competent persons of a mod-;

as indispensable to production,
distribution, and trade as tools are:
to the erection of buildings. With-
out such a medium a civilized
society in the modern sense can-
not exist since its existence re-

liquid. as well as of permanent
capital, and contemplates a broad
diversification of production with
a continuing exchange of the
things produced. + When confi-
dence in its established medium
of exchange is lost or seriously
impaired, every phase of the eco~

‘Holds Western Europe Forges Gwn Economic Chains|

nomic life - of such - a' society
sickens. It is a sickness for which
there is no ctire except in removal
of the cause. France is suffering
from this ‘sickness ‘in an' acute
stage. Great Britain suffers from
it as-well but in a lesser degree.
Nevertheless her illness:is aggra-
vated by practices already
pointed out. In both ' countries
production and commerce - are
stifled with those controls never
absent when money, forced to
forsake its true function of hand-
maiden to —commerce, becomes
harlot to politicians. The purpose
of such controls is.-neither to
stimulate production nor-facilitate
distribution. The 'purpose:is to
force® trade to accept débauched
currencies at prices fixed: by po-
litical bureaus. They-constitute an
attempt by government to enforce
expropriations designed to serve
the political interests-of mea in
office.

To subsidize a government is to
subsidize the men who constitfute
it and their policies. Demonstra-
tion of this.is plain in the case
of the British Loan; which is now
clearly seen to have constituted
subsidization of the Socialist Gov-
ernment of Great Britain. If the
practices of a government are
prodigal, subsidization of that

government constitutes subsidiza--

tion of prodigality. If the policies
of a government promote scarcity
and stagnation of production and
thus promote: the spread of com-
munism, subsidization of that
government promotes the spread
of communism by perpetuating
the conditions “that foster it. 1f
the correct method-of combating
the spread of  communism in
Western and Central Europe is to
restore prosperity, measures cal-
culated to restore prosperity must
be adopted. The-subsidization of
Western European *‘governments
is not such  a measure, Neither are
measures for the:reshackling of
Americans. Such measures *will
do no more than destroy produc—
tion at home. There' is but one
method of restoring prosperity in
Western and Central Europe.
That is to unbind the people, pro-
vide them with an honest medium-
of exchange and permit them to
create prosperity.

Congress can tax Americans
until they cry for mercy — and
millions of them are uttering that
cry today — and it can subsidize
existing foreign governments
without end, - but until govern-
ments are set up which will estab-
lish and maintain honest media
of exchange, live within their
means and free their peoples
from bureaus and harmful con-
trols there will be no recovery.
And when they do establish and
maintain such media of exchange,
reduce government expenditure
to the level of government in-
come, and free commerce from its
chains, there will be no occasion
to cry for foreign relief. The cure
for Europe’s economic distress,
Congressman, is to be found
neither in the exportation of
American resources. gratuitously
to European governments nor in
re-regimenting Americans. It is

to be found in the freeing of |

Europeans,

G"réen, Ellis & Anderson

Green, Ellis & Anderson; 2
Wall . - Street,

Exchange, will admit Edward B.
Mulligan.o Jr., to partnership- on
Jan, 1. Mr. Mulligan is manager
of: the firm’s: office in the Miners
Bank Building, Wilkes-Barre, Pa.

John: V. Jewell will: withdraw
from the firm on Dee, 31,

Drysdale to Admit

Drysdale & Cos, 71 ‘Broadway,
New York City, members: of  the
New York Stock . Exchange; will
admit ‘James, Watson to partner-
ship on Jan, 1.

New York City,|
members of the New York Stock |-

Y

As We See It
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word for it and assume that I must be’ wrong; but; on pave 32
of the same issue of your paper, Congressman Howard H.
Buffet writes:  ‘Many people’ still ‘nurse the”hope that in-="
creased production will cure ‘this situation, They forget that .-
productmn ¢reateg its-own purchasing power. If we' produce’
in 1948 $100 billions of goods, there will be $150 bi lhon of
new money created to buy those goods.’

“It seems to me that this question is-of such a fundamental
nature thai we should come to some agreement about it.”

Our correspondent is right. There is a crying need for
a better understanding of and hence more general agreement
about the inter-relationships:among such factors as money. '
supply, credit volume, production:and ' ‘prices-—concerning - -
which there is, perhaps more confusion than about almost'
any other phase of ‘business or economics.

A number of fundamental relationships seem, however,
to be established beyond any room for-argument, Tha essente
of these relationships weé shall now szt forth as they ‘seem to
us for whatever benefit our correspondent and our other
readers may find in the exposition. F

(1) First, let us distinguish clearly between “money
supply” and “purchasmg power.”” Possibly, the supply. - .
of money—that is both currency and bank deposits— |
in the hands of the public at any point in time may be
as good a measure as we have of the purchasing' power
in existence at that moment. Its short-comings as such a:
yardstick—real though they be—need not detain us.
here.

What is clear, and what is of vital importance in the
distinction we are now making, is the fact that thereis a:
vast difference between the purchasmg power in the-:
hands of the public at any moment in' time and the:
amount of such purchasmg power which flows into the-
hands of the public in any period of time, such as a year.
Each dollar in the money supply, whether it be a deposit
at a'bank or currency in the pocket of the individual, is
used over and over again in the course of the year. A’
dollar changing hands 25 times in the course of a year, -
multiplies its original purchasing power by 25. .

A Concrete Ilustration o
A concrete illustration may aid the exposition at this

point. In 1929, some $22.5 billion in demand deposits (the

main component of the money supply) settled transactions
totaling roughly $1,250 billion. Expressed in other words
$23 billion of demand deposits bought nearly $1,250 billion
in goods and services, a ratio of nearly 54 to 1. Tn 1934 some
$18 billion in demand (deposits bought only around $480 bil-
lion in goods and services, a ratio of about 26 to 1. In 1946,
roughly $90 billion in demand deposits bought less tha.n
$1,400 billion, a ratio of about 15 to 1. .
Thus it is seen that the volume of transactions any
given level of money supply can settle in the course of any
given period of time is determined by the rate at which it
is used, or what is usually termed, the velocity of turnover:

(2) An increase in the volume of production may or
may not enlarge the supply of money—or of credit for
that matter. It definitely tends to increase the rate at
which money is used.or turned over. Consider the fact,
firzt of all, that the commercial banks of the country at |
the first of the year owned roughly $75 billion of gov-
ernment obligations. Suppose bona fide investors and
Treasury surpluses were to take $25 billion of such
holdings out of the portfolios of these banks. Expansion
of production could be financed by these institutions in
the amount of $25 billion without adding a dollar to the
supply of money. Funds for the expansion of produc-
tion, moreover, can be had from investors other than -
commercial banks. Such transactions as these add noth-
ing to the money supply. :

(3) The process: by which goods and-services are -
produced creates purchasing power..in-ameuntsequal -
to the cost (including profit) of producing them. Mere |
increase in production, other things remaining the same, : .
can not, therefore, contribute to the elimination of infla- .
tion. But—and here is the catch—other thmgs may not :
indeed need not, remain the same. ‘ -

"Let-Us. Suppose

The amount of purchasing power created in the produc-
tion process equals, let it be carefully observed, the cost of"
producing the goods and services in question. Now lét us .
assume that production is increased, say by 25%, without .
increasing the funds-laid out in total production. Then, of"
course, the volume of purchasing power created remains

-unchanged while the volume of goods offered in the markets

increases one-fourth. In such a case, obviously, a basis for a
substantial reduction in price has been created. ' Indeed, in -
most ordlnary circumstances much more than that has been !
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-accomplished. For all practical purposes in usual circum-
Stances a reduction in prices is all but guaranteed by such &
process—and, of course, the end result is more goods for all.

Over' the long run precisely this has been taking
place. Technological advances, expanding know-how,
and other similar. factors, where- they have not been

* offset by steadily contracting work weeks, diminishing
- willingness of workers to exert themselves, restrictive
. union tactics of one sort or.another, have steadily en-
+ larged -the supply of goods-available without adding
proportionately. to the cost of: production::. When -arbi-
. trary increases in the money supp
_ prices have declined accordingly.. . .. :
.. Larger production at lower costs—that is a real weapon
- with which to fight’rising prices!: . = . ; :
Avoidancz of public policies which inevitably play hob
Wwith.:money and credit, and ‘insistence upon fuil and free

ly have not.interfered ‘

competition are, of course, other.weapons.required.

- Purchasing Power of Profits

(Continued from page 12)

for the -BLS ‘whelesale index;
Thus, during the ’20s, the index of
road construction, costs. averaged

*, 64% higher than the average- for,
the years 1910 to 1914,. while - the.

index for -equipment cost aver-
aged 80% higher. The combined
index for road,. equipment and
general costs.reported by the Bu-
reau, averaged 68% above the im-
mediate prewar-level, It.will be

recalled -that. this compares with’

an average rise in the BLS whole-
ale price index for that period of
somewhat more than 40%.. - The
relationship during the ’30s fur-
nishes an even sharper contrast
...in_terms of the degree to which
. the level.of costs.then prevailine.
exceeded those “in the- 1910-1914
period. The index of road con-

struction costs during the ’30s. av-

eraced 35% above 1910-14, the
equipment index averaged 80%
higher, while.the combined: index

averaged 45% higher. Thesz large.

increases. it will be recalled, com-
pared with an increase of about
10% in the level of the seneral
\g(l)}olesale price index during the
’30s.

For the entire 20 years from
1921 to 1940, it is found that the
index of road costs were 50%
higher. the index for -equipment
costs 80% higher, and the com-
bined index 57% higher than in
the years immediately preceding
World War 1. In using these in-
dexes, it muyst be kept in mind
that chaneing designs, changes. in

. auality of materials, and other

factors impair the significance of.

long-term comparisons.
‘ For 1947, the road construction

index is estimated at 238 (1910-14,
=100), or-nearly 75% above:the
level nrevailing in the years.1935-.

39. The index of equipment con-
struction costs is estimated at 312,

or about 65% higher than in-the

immediate prewar. period. :The

combined index is estimated at!

253. or about 72% higher than
prewar, TR st gt

Ini light of the past record dis-
cussed previously, and ‘the ‘types
of pressures’ which have devel-
oped during and after the war, it
seems fairly clear that in the years
immediately ahead, éven if prices
decline sharply from the present
level, the. railroads will be faced
with higher costs for plant and
equipment than at any time in the
last 50 years, with the possible ex-
ception of several of the World
War'I years ‘and the years 1946
and 1947. Under these circum-
stances, the cost of replacing plant
and equipment that is retired, and
the cost of additions and better-

-ments will be considerably greatei | " .

than’ in the past. To the extent

that depreciation reserves have'

been set up on the basis of orig-
inal cost, they.-will prove to be in-
atlequate by a significant margin
to replace retired plant and equip-
ment. The added funds will have
to be obtained from undistributed
profits or by 'raising new capital.

' The index of railroad construc-
tion costs ‘isiestimated at 172
(1935-39=100) for 1947. This is

J
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‘pressed “hy, .showing ‘thenumber

+is:* concerned with .- ths - broad

[ additions.and- betterments must

about 70% above :the weighted
index of 101-for the years:1935-39
and 50%-above the weighted costs
of the ’20s.  While the percentages-
would. vary somewhat, the.rela~
tionships for railroad equipment
and. roadway. and struetares..costs
taken separately are substantially
the same as for the overall totals:

..These . relationships can be-.ex-

of; 1947 :dellars-that .would “have
been required-to purchase the vol-
ume..of . equipment ‘and: roadway
and. structures - actually acquired
in these earlier periods. Let me
amphasize 'again, that due :to
changes-in' design -and. quality: of
theequipment -and-materials:ae=
quired, the - application of 1947
lollars-as reflected in the "con-
struction costs. indexes will- not
recessarily -reflect: actual differs:
nces.in costs. But my main point

changes.which-have taken place.
‘n costs: not with the precise
quantification- of these new rela-
tionships. I readily concede that
the -exact:-dollar ‘spending might
vary significantly in terms of
what is acauired today.

cailway . materials and supplies,
axcluding ‘fuel, prepared by the
Jureau of Railway Economics o.
he Association of American Rail-
oads, and (c) the index of whole-
- ale prices other than farm prod-
icts -and food  prepared by the
Jnited  States Bureau of Labor
statistics.

Insufficient Railroad Net Income

Table 3 shows net railway op-
crating income and net income o;
Class I railroads annually fron
1921 to date. In the last three col
amns of this table, net railway
Jperating income is adjusted foi
‘hanges in each of three price in-
Jdexes.

An examination of column one
shows that net railway operating
income in current dollars in 1946
was $620 million as compared with
an average of approximately $544
million in the years 1935-1939,
However, when allowance is made
for, the changes in the BLS whole-
sale price index, that is an effort
is' made to measure the real pur-
chasing power of net railway op-
erating income, it is found that
net railway operating income had
.2, purchasing power equivalent to
-only::$460.million in the base pe-
riod.. In.fact, this level of real net
railway..operating income was the
lowest for/any years from 1921 tc
1946 . with:.the exception of 1932

1 938.:-On " the basis of a pre-
liminary ‘estimate of $759 millior

or:net railway. operating incom:
‘111947, 'and an estimated index o
166 " for,- wholesale' prices othe
‘than farm products.and foods, rea.
net railway operating income wil
be’ only $459 million, or more thar
15% below the 1935-39 averagc
.and the lowest level for any of the
27, years exeept 1932 and 1938.

If real income is measured or
the basis of the railroad construc-
tion. index, a similar pictur:
eémerges. However, since the
railroad  construction index ros
more-than did the index of who'e-

operating. income was only $392
million .in 1946 as compared with
$544 million in 1935-1939. Here
again, the 1946 level of real in-

Table 2 shows how much more
the additions and betterments ac- |
quired by the railroads during the
period 1921-40 would have cost if
1947 costs had prevailed through-
out the period. Thus, on the basis
of the acquisitions in the 10-year
period; .1921:-to. :1930,-the..average
annual cost would have been $1,-
160 million-or $387 -million -more
than. the .average amount actually:
spent each year during that dec-
ade. Similarly, at.today’s prices
the: volume of equipment : and
roadway -and ~structures. .acquired
during the;30s would haye:cost.an
additional :$200* million “annyall:

»- Another way af-presentingith

problem. is. {o’:examine  the “réal
purchasing-power. of net railway
operating income;.since ‘it is out
of that income that part of these

be financed. There are various
ways in .which the reduction in
the.purchasing power of the busi-
ness dollar may be measured.
Three indexes are available for
this purpose: (a) the railroad con-
struction index prepared by the
Bureau of Valuation of the Inter-
state Commerce Commission;-(b)
the index of average unit prices of

TABLE 2
Average Annual Gross Capital Ex-
penditures—In Actual Dollars
and in 1947 Dollars Selected
Periods—1921 to 1940
(in millions)..... - ..

Actual Dollars: Incregse.
$773 515160 - $387
276 475 199
297 505 208

1931-40 ____
1935-39 _._.

Note—To obtain these estimates,
the ratio of 1947 costs to the av-
erage weighted cost in the des-
ignated period was first deter-
mined. Then the resulting ratio.

.come was lower than that
achieved in any years except 1932
and 1938, On the basis of the es-
timated 1947 net railway operat-
ing income and the 1947 estimated
index of railroad construction
costs, real net railway operating
income will be approximately $441

TABLE 3

sale prices’other than farm prod-
ucts @nd foods, the real:.railway.|

million, or' the: lowest for any
year except 1932,'1938 and 1946.

The index of prices of railway
materials and supplies is avail-
able only since 1933. When this
index is used for adjustment pur-
poses, the net effect is similar to
that found in columns six and
seven ‘which - reflect the adjust-
ment by the other two indexes.

To round out the picture, it
must be recognized that fixea
charges represent a claim against
net railway operating income
The fixed charges are stated in
dollars and do not vary with
changing price levels, Thus, i
net « railway operating = income
were to increase in proportion to
changes in prices, it would follow
that net income after these
charges would increase at an even
greater rate. S

The years 1935-1939 represented
a depressed period by any stand-
ard that may be used. On a na-
tional basis, unemployment ranged
from eight to 10 million people.
Approximately one-third of the
railroad, mileage was in receiver-
ship. The average level of net
railway operating income was less
than half as large as during the
'20s and only moderately higher
than in the years 1931 to 1934
(For example, for all corporations
the profit in years 1936-39 was
about the same as for the period
1922-39. For railroads, the 1936-
39 average was $555 million, or
28% below the 1922-39 average of
$767 million.) This evidence
could be multiplied in other ways
(e. g., price level, industrial prof-
its, business failures, etc.). The
fact that real net railway operat-
ing income in 1946 and 1947 fel
below the level prevailing in tha:
depressed period is a sufficien
commentary upon the situation in
which the Carriers now find
themselves.

One other point may be noted
in connection with these changes
in prices and costs and their ef-
fect upon the purchasing power of
busiriess dollars. For years the
emphasis has been placed upon
a return of 5% to 6% as the legit-
imate objective for the railroads
of this country. With prices more
than 50% higher than in the pre-
war years, it is'important to keep
in mind that the attainment of a

chasing power of a 4% return o:
less before the war. Moreover,
since the purchasing power of the
dollar is significantly lower than

Adjusted Net Railway Operating Income, Based on Trends in
Wholesale Prices, Railroad Construction Indices and
Prices of Railway Material and Supplies

Railways of Class I
(in m

Class I Railroads
Net railway
operating
income
$600.9
760.1
961.9
973.8
1,121.0
1,213.0

ar

Net income

13.5
369.5
554.9
558.4
700,8
809.0
672.8

1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936 |
1937 I
1938

1939 ___
Av. 1935-39
1940
1941
1942
1943
1944 .
1945
1946
1947

©0 =1 &3 00 CO 'tk i ERICR 1O 4 B9 &
OO0

#Not available. Def.MDeficit.
.Department of Labor. b Bureau

was ‘applied to' actual expendi-:
tures during that period.

~“can Railroads.

.Commission. ¢ Bureau of Railwa

in the United States
illions)

Adjusted net railway operating income

based on trend in—

Wholesale prices

other tnan Railroad

Farm Products construction
and Foods a index b

(1935-39=100)
$465 $501
602 704
749 802
793 825
887 983
985 1,064
922 929
1,024 1,047
1,109 1,108
828 797
569 520
3717 351
541 527
479 487
521 515
680 688
562 568
370 369
588 583
544 544
667 656
910 891
1,261 - 1,160
1,139 1,000
911 808
694 600
460 392 441
" 459 441 459

a Bureau of Labor Statistics, U. S.

of Valuation, Interstate Commerce

Prices of

railway

material
and supplies ¢

£

$596
503
540
709
552
352,
585
544
659
923
1,251
1,099
863

- 651

vy Economics, Association of Ameri-

6% return would have the pur-|

the average.level for any past pe-
riod, with the exception of several
of the World War I years, it fol-
lows that the attainment of a 5%
to 6% return today would, in
terms of real purchasing power,
yield a poorer result than the av-
erage for the past half century,
As has been previously stated,
even a major ‘decline in prices
would - leave the general price
level in’the near future substan-
tially above the historic: level.
Thus, the attainment of the 51 to
6% return. in = current dollars
would yield a lower real net op-
erating income than in' most of
the years during the past half
century.

Business
Man’s
Bookshelf

Census of American-Owned As«
sets in Foreign Countries—U, S,
Treasury Department — Superin-
tendent of Documents, U, S. Gov~
arnment Printing Office, Wash-
ington 25, D. C.—paper—35¢.

Full. Employment in Your Com-
munity—A report of the W, E.
Upjohn Institute for Community
Research—Public Administration
Service, 1313 East 60th Street,
Chicago, Ill.~—cloth-—$2.75.

New Tools for Stock Market
Analysis—Nicholas Molodovsky—
Bowne & Co, Inc, 163 Fronf
Street, New York 7, N. Y.—$5.00,

Earl C. Petersen Joins
Hornblower & Weeks Staff

* (Special, to THE -FINANCIAL CHRONICLE)

CHICAGO, ILL.—Earl C. Pet-
ersen’ has become associated with
Hornblower & Weeks, 39 South
La Salle Street. He was former=
ly with Paine, Webber, Jackson
& Curtis and-Rawson Lizars &
Co.

Sills. Minton Adds

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL. — James Col-
bert has become affiliated with

.| Sills, Minton & Company, Inc.,

209 South La Salle Street, mem-.
bers of the Chicago Stock Ex-
change..

With Nehring & Ricketts
(Special to THE FINANCIAL CHRONICLE)
ELGIN, ILL.—Louis A. Leon-

berger, formerly with Heath &
Co., is now connected with Nehr-
ing & Ricketts, ‘4 South Grove
Avenue,

Price Opens in Denver

(Special to THE FiNANCIAL Cnnomcu:)'

DENVER, COLO.—Roy S. Price
has opened offices at 1407 Stout
Street to engage in the securities
business. He was with Marshall
A‘drian & Co. in the past.

With Merrill Lynch,

Pierce Co. ;
(Special to  THE. FINANCIAL CHRONICLE)
ATLANTA, GA. — Richard W.
King is now with Merrill Lynch,
Pierce, Fenner & Beane, 23 North
Pryor Street.

Frazier With Chesley

(Special to THE FINANCIAL CHRONICLE)"

CHICAGO, ILL. — Garnet L.
Frazier is now with Chesley &
Co., 105 South La Salle Street.
He was previously with H. Hentz
& Co.

With Fusz-Schmelzle
(Special to. THE FINANCIAL CHRONICLE)! il }
BELLEVILLE, ILLi--Frank Gl
Oexner is now. associated with
Fusz-Schmelzle & Co.
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refrigerators, radios and so onand
had the money to do so. We pro-
duce large quantities of. these
goods in Canada but we import
quite a lot from you as well and
in any case our Canadian produc-
tion of this kind of goods usually
has 'a substantial U. S. content.
‘We buy. quantities of parts and
materials from the United States

and our inventories were low and’

needed replenishment. Prices of
your goods were rising substan-
tially. Moreover, we could not
cbtain adequate supplies from
countries .- which ~were normal
sources before the war so we
furned more and ~more to the
United States. You normally sell
us about 60% of our imports, but
recently the proportion has been
%5%. .
Because we could not get pay-
ment for a good part of our ex-
ports overseas and we were buy-
ing So much from your country,
we had to dig deeper and deeper
into our exchange reserves. Our
gold and U. S: dollar reserves had
declined from $1,245,000,000 at the
beginn'ng of this year to about
$5C9 mill’on by the middle of No-
wvember, ‘We postponed restrictive
action so long as we reasonably
could. We were most concerned
that the Geneva tariff and trade
negotiations should be successful
and we did not wish to'take any
action which might have preju-
diced the success of this concerted
effort to reduce trade barriers and
fo establish a workable code of
behavior in international trade.
it was perfectly obvious; how-
ever, .that we could not face a
continued decline of this sort in
our exchange reserves. So, in the
middle of November, we put into
effect a-general program designed
fo correct our 'position and to
bring about a better state of bal-
ance in our trade with the U, S.
dollar area. .

The' Canadian Prograni
¢ 'That program which'is now in
effect is a many-sided one. It is
designed to overcome our U. S.
dollar problem - by . constructive
measures and with the cooperation
of your country. Given time, these
constructive measures should
prove sufficient to overcome our
difficulties, ‘But in the . interval,
while the constructive program is
taking effect,- we had no choice
‘but to restrict our imports from
U. S. dollar countries. We have
done this through a number of
prohibitions and avota restrictions
on our imports. While the effect
«©of these restrictions will be largely
t0 reduce our imports from the
United States, they are applicable
to all countries and we have gen-
erally followed the principle of
non-discrimination on which our
government, like yours. lays a
great deal of emphasis. We have
alsp levied heavy excise taxes on
the sale in Canada of such things
as automobiles and household ap-
pliances which will help to reduce
the temporary protective effect
of the import restrictions on Ca-
radian industries and to safeguard
the interests of American sup-
pliers who are for the time being
shut out of the Canadian market.
‘The Canadian Government was
1oth to put such restrictions into
effect and would not have done
£o had there been'any 'satisfactory
--alternative, We could not, how-
ever, allow ourselves to get into
a ' position - which would have
threatened the very working  of
our economy and would ultimately
have necessitated far more severe
vestrictions than those we have
imposed. As an extra margin .of
safety, as a standby credit in case
" of need, we have arranged a loan
of $300 million from the Export-
Import Bank' of Washington.

On the constructive side, we are
qxptgarking on a program: to in-
gi;éas:e',otig‘:.uy. S.. dollar .receipts
3nd, to:achieve a. better balance

in our transactions with ‘your

country. We do not believe.that
any satisfactory or lasting solu-
ticn to our problems, and for that
matter to the problems of other
countries, can be found within the
limitations of a vrestrictive  ap-
proach, We intend to solve our
problems by expanding our trade,
aot by restricting it. We believe
that we can expand our exports
{0 you very substantially and pro-
vice you with additional goods
which-you want and require, such
as wood and . paper products,
netal goods and some farm prod-
ucts. We shall be ass’sted in this
sbjective by the tariff reductions
which were agreed upon at Ge-
neva, and to some extent we shall
divert our exports from .overseas
to the United States. Overseas
countries are in such acute dollar

.| difficulties that they -are sharply

restricting ‘their purchases from
us as well as fromyou. In these
circumstances we are in a pos:tion
to divert considerable exports to
you, and in addition we shall have
to reduce our own consumption of
certain goods to some extent in
order to ship them to your coun-
try.

We are also examining some of

;e operations of United States

“ranch plants in Canada with the
aim of achieving a better balance
in our U. S. dollar transact.ons.
As many of you know, there are
a number of large branch plants
in Canada. such as those of the
“big three” automobile companies,
These companies not only produce
for the Canadian market but fre-
quently export in volume to other
countries within the Empire pref-
erence system. We have always
welcomed the establishment of
U. S. branch plants. The difficulty
today, however, is that their op-
erations in many cases result in
a heavy drain of U. S. dollars
s.nce they import parts and com-
vonents from the United States

| and -export their finished: products

to countries whieh generally can-
10t pay in U. S. dollars. From
the national point of -view, this
means that we have been putting
up U. S, dollars for the heavy im=
vortation of parts and components
and getting very few dollars from
the exports of these concerns. We
have every reason to believe that
=wany of these- companies can, ‘if
they make the .effort, reduce the
U. S. dollar.drain ‘which results
from their Canadian operations:
We want them to concentrate on
the development of U. S. dollar
sources of income with which to
offset their U. S. dollar outlays.
The Canadian automobile indus-
try, for example, which produced
large amounts of the cheapest and
most efficient army transport dur-
ing the war, should be able to
produce parts for sale in the
United States or otherwise share
‘n U. S. dollar markets ‘in order
to reduce or elimirate the drain
on our exchange position which
its operations now involve.

Much Depends on Marshall Plan

You will appreciate, of course,
that the speed with which our
constructive program achieves the
needed results depends on some
factors heyond' our control. We
are going to solve our dollar prob-
lem—make no mistake about that,
But we shall solve it more quickly
and with less restrictive effect on
ourselves and on other countries
if. certain external developments
are favorable, The most important
of these would 'be the implemen-
tation of the Marshall Plan. The
.development - of this plan in my
opinion is the great constructive
and- hopeful factor in the eco-
nomic outlook.  Anything that
helps western Europe to get back
on its-feet, as the Marshall Plan
most surely: would, will ease our
difficulties. ey d

We hope that the Marshall Plan
will be enacted in a form that
‘will permit the expenditure of:a

portion. of such funds in Canada
and .ather .countrie’s to buy sup=

Cahada' Meets a Challenge -

plies that- are not readily avail-
able ‘'in the United States. That
will to some extent ease the: pres-
sure on “your supplies and‘ will
increase the aid that can be pro-
vided to Europe. It will help us
with our dollar problem and en-
able us to maintain our own pro-
gram of aid to Europe on a larger
scale than would otherwise be
possible. ;

I should like to say that we had
an understand.ngz and helpful re-
ception from your government of-
ficials when we informed them of
our position and of the sort of
measures. we were going to take.
I should add that we are consult-
ing * with' your government on
measures of cooperation designed
to facilitate the earliest possible
removal of these temporary re-
strictions. - During the war, our
two countries found that we could
cooperate ‘in -a |way that would
increase our jo:nt war effort, and
we should be able to work out a
cooperative policy again which
will contribute to our joint inter-
ests, It is clearly in your inter-
ests to cooperate with us in-a
program designed to. correct this
present state of unbalance in the
position of your largest customer
and closest neighbor. By doing so
you will not only be furthering
our mutual interests but you will
be adding to the contribution
which an integrated North Ameri-
can’ program can make to-Euro-

-pean recovery.

No Depreciation of Canadian
Dollar

Now, some of you have no
doubt heard it suggested that
Canada should depreciate her dol-
lar as a method of correct'ng her
present U. S. dollar deficiency.
and I should like to make the
Canadian Government’s position
‘'n this matter quite clear. We
have rejected currency deprecia-
t'on because :Canada has not. the
kind of problem for which it is
an -appropriate or-effective rem-
edy. Currency depreciation-may
be helpful fo a country which is
in “balance of . payments “difficul-
ties because. its costs and prices
are tco high to enable it to com~
pete effectively in world markets.
There are undoubtedly a number
of countries in this vosition today.
but certainly not Canada. Price
competition ‘is not restricting our
exports. On the contrary, we have
kept our costs relatively low and
at current rates of exchange, our
staple exports can be sold in the
markets of the world in competi-
tion with any country. Moreover,
our current shipments to the
world are just as large as our
purchases. Our total balance of
payments is not out of k:lter. Our
difficulty is a U. S. dollar short-
age which arises out ef the in-
ability of some of our best cus-
tomers to pay us in dollars.

Furthermore, the sort of mod-.
erate reduction in the exchang_e
value of our currency which is
open to us under our obligations
as a member of the International
Monetary Fund would not be
likely to cause an early or sub-
stantial restriction in our U. S
dollar expenditures. Wholesale
prices in your country have risen
by some 40% since the middle of
1946, but despite this marked in-
crease in your prices we have
been steadily increasing the vol-
ume of our purchases from you.
A devaluation of our currency, of
10%, which would-add that much
to the Canadian dollar cost of our
purchases from you, would not be
likely to result in'any important
reduction in our demand fpr your
goods. ' It would far more likely
restrict our purchases from Eu-
rope; where costs are relatively
high' and exports have been slow
to recover. And we certainly. do
not want to. reduce -our- imports

'from European countries since we

have few problems of payment in
that part of the world and we do

not wish to add to their difficul-
Lles. ‘ E

Currency depreciation is there-
fore not an alternative to the im-
port. restrictions which we have
had to impose for the time being.
it would not be an' effective
method of dealing with our prob-
lem. Moreover, it would have
grave disadvantages. It would ac-
celerate the rise in our cost of
living which is troubling our peo-

. ple like yours. It would be incon-

sistent with our understanding of
the responsibilities of a country
in our position. If we depreciate
our currency when our competi-

‘tive position is strong and our

production and exports high, what
sort of conclusions would people
draw as to the longer-range value
of the Canadian'dollar? We in
Canada have a U. S. dollar prob-
lem not because of any weakness
.n our economy but because Eu-
rope has not-recovered from the
terrible: destruction and disloca-
tion of the war. We believe in
maintaining a stable  exchange
rate. We want to see stabilization
of currencies and we want to fa-
cilitate trade and investment par-
ticularly between your country
and ours.

I believe you will agree that the
interests of United States inves-
tors in Canada would not be fur-
thered by a depreciation of our
dollar. The interests of these in-
vestors who have placed their con-
tidence in our country, like the
interests of Canadians generally,
are in the maintenance of an of-
ficial exchange rate which: will
contribute to the soundness and
stability of the Canadian economy
now and in the years to come. Too
much attention should not be paid
to the variations in the unofficial
market for the Canadian dollar in
New York which reflect specula-
tive influences and activities. This
afier all is a narrow market which
is supplied by Americans who
have obtained Canadian dollars
from the sale of Canadian invest-
ments — dollars which’we cannot
afrord to transfer at the official
rate.. The dollars purchased in
this market are limited in their
use to one or two . purposes and
can only. be purchased by- non-
residents. -Therefore, only a small
fraction of the exchange trans-
actions involving Canadian dollars
goes through this unofficial mar-
ket and -it is not surprising that
it frequently reflects unfounded
rumors concerning possible depre-
ciation ‘of our dollar. -The vast
bulk of our business with your
country—all the imports and ex-
ports and most other current
{ransactions—goes through at the
official rate of exchange. Every
venny, for example, of the large
interest and dividend payments
which are made to your investors
including the returns on their very
large investments in branch plants
is transferred at the official rate.
Since the beginning of the war
and in spite of -all the exchange
difficulties that we had in the
early part of the war, we have
paid over $13; billion in interest
and dividends to your investors
and we have paid every cent of it
at the official rate. United States

*|investors have had a remarkable

record of safety and satisfaction
with their Canadian investments.
They have seen Canada face tem-
porary difficulties in the past and
always take the steps necessary
to correct the situation. - Those
who really know us-are confident
that we will solve our problems.
We are proud of that confidence
and we believe it to be: soundly
based. .

Canadians Can Handle Own
Affairs.

Those  Americans who have
taken a  continuing interest in
Canada that extends beyond -holi-
days and. the occasional purchase

of a Canadian security, those that |

know something about our-écon-
omy’ and our people know that
Canadiang ‘can- handle: their own

affairs.  They know something of’

our past record. They know that
we- are a self-reliant people acty=
ated by the same traditions,and
beliefs as yourselves. They know
that Canada is one of the very
few countries in the world today
with a high and expanding pro-
duction and with orderly eco=
nomic and political conditions,
They know that:Canada is a land
of opportunity.

What I suggest to my American
friends is this. that they find out
more about their largest cusiomer,
their largest supplier, and their
largest field of investment. I sug-
gest that they take more interest
in the affairs of a people who like
themselves are striving for order
and freedom in international trade,
who have grown up during. the
war and who intend to make their
own contribution to freedom and
civilization. We have ideas that
may be of interest to you. We
have opportunities that are open
to you. We give a great deal of
attention to what you are doing,
as. we' obviously must. We learn
much from you and we are much
influenced by you. We discuss
your policies and your ideas and
we profit by your experience. If
vour people would take a fraction
of the interest in us which .our
people take in you, our relations
would be even better .and our
contacts even more fruitful.

In concluding, let me presumeé
on the right of a good friend and
reighbor to tell you a few things
that Canadians are thinking abouf
you. Your country occupies a
very central place in the minds
of thoughtful Canadians in these
critical times, In your hands rests
the responsibility for world lead-
ership, for you alone have the
power and the means. No other
country can begin to do what you
can do. Great Britain and Canada
can help and can contribute but
they cannot lead the world out of
the sorry conditions which now
prevail. Only the United States
can do that. Only the United
States can provide the leadership
and the help that can make. the
world the sort of place that your
people and our people want. to
live in.

There never has been a nation
which possessed the influence and
power that you possess today,
There never has been a nation
occupying a position of great in-
fluence ‘whose motives were less
open to question and whose lead-
ership was more desired and more
essential. We in Canada, who
know you well, believe that you
will accept the challenge with
which his!ory has confronted you,
We see growing evidence of it'in
the Marshall Plan and we hope
and pray that you will act
promptly. On your response de-
pends the welfare and the free=
dom of the world, the very future
of our civilization.

Buenos Aires 3% Bonds

Called for Redemption
Hallgarten & Co. and Kidder,
Peabody & Co., as paying agents,
are notifying holders of 3% ex=
ternal sinking fund dollar bonds
of 1936, due July 1, 1984, of 'the
Province of Buenos Aires (Argén=
tine Republic) that all of these
bonds outstanding have ‘been
called for redemption on Jan. 1,
1948 at par and accrued interest.
The bonds may be redeemed at
the New. York offices of; either of
the paying agents. ¢ i

With H. C. Robinson Co._ ..
-(Special to- THE FINANCIAL Cunomcr.g:)
HARTFORD, CONN.—Dayid W,

Rabenhorst has been added to the'

staff of Henry C. Robinson & Co.,

Inc;, 9 Lewis Street.

‘Strassburg in Reno

: I e

RENO, NEV.—FE. B. Strassburg,
will engage- in.a securities. busi-
ness from offices at}19 East Libs:

erty Street.-

gitized for FRASER
tp://fraser.stlouisfed:orgl. - *.-
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News About Banks
And Bankers

(Contmued from page 17)
Treasurer; and Henry F. Frey, As-
Sistant Manager Walter Koehler
Wwill be Assistant Manager at the
Lyons Avenue Branch.

£ i &

At a meetmg of the Board of
Directors of the Tradesmens Na-
. tional Bank & Trust Co. of Phila-
delphia on Dec. 19, Herbert W.
Goodall, formerly Pre51dent was
‘elected Vlce-Chaxrman James M.
‘Large, formerly Executive Vice-
Presxdent was elected President.
* & *

Directors of the Fidelity-Phila-
delphia Trust Co. of Philadelphia
have approved a ‘propcsal to split
up the bank’s capital stock on a
5-for-1-basis, it was disclosed by
Stanley W, Cousley, President, in
‘@ letter to stockholders on Dec. 18.
Reporting this, the Philadelphia
“Evening Bulletin” of that date,
stated:

“The proposal calls for an in-
crease in capital stock from 67,000
shares of $100 par value to 335,000
‘Shares of $20 par value, and will
be submitted for stockholders’
approval at the annual meeting to
be held Jan, 20.”

“"Paul Drewry Fox, Treasurer of
the Pennsylvania RR. Co., was
elected a director of Fidelity-
Philadelphia Trust Co. on Dec. 12,
it was indicated in the Philadel-~
phia “Inquirer” of Dec, 13.

DI T

First National Bank in St. Louis,
Mo., raized the quarterly dividend
to 50 cents from 40 cents, payable
Feb. 27 of record Feb. 20, and
declared the usual year-end extra
of ‘60 cents, payable Dec. 19 of
record Dec. 12, according to the
St. Louis “Globe Democrat” of
Dec. 10, which also stated that the
board voted to transfer $700,000
from undivided profits to surplus,
bringing the latter to. $10,200,000,
Same as capltal

%

The Boald of Directors of the
Citizens & Southern National
Bank of Atlanta, Ga., on Dec. 16
appointed C. Norman Ramsey, Ivy
J. Schuman and Thomas A. Moye
as new Vice-Presidents; George E.
‘Tomberlin, Assistant Vice-Presi-
dent; Wilson- Clounts, Cashier at
the main office; and G. P. Glover,
Cashier at the Tenth Street office.
“The. Atlanta “Constitution,” from
which' we quote, also said that
George McKinnon, formerly Vice-
President and Cashier, relinauishes
his Cashier duties to Mr. Clounts.
“The “Constitution” further stated
that:Miss. Bessie Mann, one of two
‘women becoming officers, was
promoted from Manager of the
‘Women’s Department at the bank’s
main office to the post of Assist-
ant Cashier; Mrs. Evelyn L. Wor-
ley, who has been connected with
the bank since 1942, became As-
sistant Cashier of the bank’s Tenth
Street office.

The directors of the California
Trust Co. of Les Angeles elected
‘P. H. Dyste and Virgil D. Sisson
Assistant , Trust Officers, and
Gerald H. Zimmer Assistant Sec-
:retary at a regular monthly meet-
ing’ Dec, "11, according to Frank
L. King, ‘President. California
Trust . 'is wholly owned by
Cahforma. Bank of Los Angeles.

e 'Joins Morgan Staff

(Special to THE FINANCIAL CHRONICLE)

' LOS ANGELES,. CALIF,
Robert C. Klahorst has Jomed
the ‘staft''bf Morgan & -Co., 634
South’ Spring Street, members of
the Los Angeles Stock Exchange.
He'was formerly with First Cali-
fornia: Company.

With King Merritt & Co.

. (Special to: THE FINANCIAL CBRONICLE)
LOS ANGELES, CALIF. —
“George 'W. Glieve: is now: with

King Merritt’& Co., Inc.;” Cham- |

ber of Comerte Building.

v'l'he Slale of Trade and lnduslry

. (Continued from page 5) -

controls and allccations it is significant that the United States will
produce 57% of the total world steel production for 1947, according
to. “The Iron Age,” national metalworking weekly. This country,
without controls, dictatorships and the free play of distribution based
on supply and demand will produce this year 85 million tons of steel
ingots compared to a world production of steel estimated at 148.6
million net tons of steel ingots. .

It is estimated that Russia will have produced 21.8 million
tons of steel ingols this year compared with 21.5 million tons in
1946. The Russian output this year will be 14.6% of world steel
production.

. England is expected this year to reach 14.1 million tons of steel or
9.5% of world oulput while France will produce 6.6 million tons or
4.4% of the grand total, About 4.1 million tons of steel ingots which
constitutes 2.7% of the grand total, will be made in Germany, while
the total output of all other countries in the world will be 16.9 mil-
lion tons or 11.4% of world steel production in 1947.

It will he a long time before Russia will be able to step un
its steel output to seriously vie with cither the output of this country
or the combined production of the United States, England and France,
states “The Iron Age.” The last three nations this year will ploduce
about 105.7 million tons of steel ingots or 71% of the world total.

Unless the steel distribution picture is upset during 1948 with
half-baked attempts at administration inspired allocation and control
this country will surpass the 1947 peak production total.

Steel consumers are supposed 10 be the ones who would benefit
from a voluntary system of steel allocations. Their reception of such
an idea during the past several weeks has been anything but joyous,
the magazine observes. During that period steel customers have
tripped over each other in an atltempt to buy every ton of steel that
was not nailed down. They have exerted extreme pressure on regu-
lar steel mill sources for deliveries while at the same time enabling
gray marketeers to enjoy one of the best Christmas seasons they are
apt to have for many a year.

Such action indicates a realistic acceptance of a view that 'the
country is in the midst of an inflationary movement and that any
attempt to place controls over a basic industry which has already
outdone itself in an attempt to distribute steel on a fair basis will
leave steel users in worse shape than they were before.

Indications are' that it will be many months before the size of
steel stocks in customers hands will have any. sobering effect on
users buying habhits, the above trade authority notes. This will be
the case despite there being little or no chance of a steel labor in-
cident in 1948. The only possibility of a temporary slowup in steel
output next year involves the coal miners. If it takes some time to
meet their demands there may be a temporary slowup in steel pro-
duction due to a coke shortage.

The American Iron and Steel Institute announced on.Mon-
day of this week the operating rate of steel companies having
949, of the steel-making capacity of the industry will be 86.6%
of capacity for the week beginning Deec. 22, 1947, and compares
with 97.8% one week ago, 96.3% one¢unonth ago and 72.8% one :
year ago.

'This represents a decrease of 11.2 polnts or 11.59, ‘from the
preceding week,

This week’s operating rate is equivalent to 1,515,400 tons of
steel ingots and castings as against 1,711,400 tons last week, 1,-
685,200 tons 2 month ago and 1,283,000 tons one year ago.

FRETGHT LOADINGS DECLINE 2.89 UNDER WEEK AGO

Leadings for ihe week ended Dec. 13 totaled 854,159 cars, ac-
cording {o the Asscciation -of American Railroads. This was a
decrease of 24,429 cars or 2.8% below. the preceding week. However,
they represent an increase of 25,408 cars or 3.1% .above the corre-
sponding week in 1946 and an increase of 82,565 cars, or 10.7% above
the came week in 1945.

ELECTRIC OUTPUT TOPS ALL-TIME RECORD

The amount of electrical energy distributed by the electric light
and power indusiry for the week ended Dec. 20, 1947 was 5,367,624,
000 kwh., accoraing to the Edison Electric Institute. This figure ex-
ceeded by 40,154,000 kwk. the previous high production record of
5,327,470,000 kwh. reached for the week ended Dec. 13, 1947, and
exceeded by 8.6% the 4,940,453,000 kwh. turned out in the week ended
Dec. 21, 1946. The week ended Dec. 20, 1947 was the eighth week in
the hlstmv of the industry in which electric productlon exceeded
5,000,000,000 kwh.

AUTOMOTIVE PRODUCTION SETS NEW POSTWAR RECORD
Car and truck production in the United States and Canada
climbed to another postwar high of 120,001 units last week, accord-
ing to “Ward’s Automotive Reports.”
The previous record was 117,705 units the week before. Output
for the comparable week in 1946 and 96,754 and in 1941 was 65,875.

Plants in the U. S. turned out 24,866 trucks the past week, com-|

pared with 22,416 - in the preceding week, while passenger car pro-

.duction dropped from 90,083 to 89,731. Canadian output of 3,941 cars

and 1,463 trucks represented a shcht rise,

Continuing of overtime work by Chrysler Corporation divisions
was an important factor in the week’s high production figure,
“Ward’s” said.

BUSINESS FAIL.URES POINT UPWARD

Continuing the sharp rise of lasy week, commercial and indus-
trial failures in the week ending Dgc, 18, rose to 91, Dun & Brad-
street, Inc., reports. Only slightly hlgher than a week ago when
87 concerns failed, they compare with 27 in the same - week of 1946,

‘being more than three times as vy.

All of the increase occurred among large failures involving lia-
bilities of $5,000 or more. Totalling 77, they rose from 73 last week
and 24 a year ago. Small failures with losses under '$5,000: were only
one-sixth as numerous as the large failures. Concerns failing in
this- size group remained at 14 this week but were almost five times
as great as:the three:small failures reported last year.

WHOLESALE FOOD PRICE INDEX OFF FOR
SECOND CONSECUTIVE: WEEK .

“The food: price level continued to ‘slide this \veek as advances in

‘some commoditics were outweighed by declines in others. Down for-

the second successive ‘week, the wholesale food price index, com=
‘piled by Dun & ‘Bradstreet, In¢., registered $7.02° on Dec, '16.. Thig
was..off 10 cents from ‘a’ week eerher and’ represented a drop. of
15 cents, or 2.19, below the record higli of $7.17 set two weeks
previous. The current index compares with $6.28 on the correspond-
ing date a year ago.

WHOLESALE COMMODITY AVERAGE RECORDS SLIGHT
/ CHANGE. FOR WEEK

There was: little change in the general price level in the past
week, After reaching a new postwar high'of 302.87 on Dec. 10, the
daxly wholesale commodity prlce index, compiled by Dun & Brad-
street, Inc,, trended slightly easier to close at 302.36 on Dec, 16. This
ctf)nzt‘ll als(tyed w1th 243.55 on the corresponding date a year ago, or a rise
0. 4
Wide fluctuations featured trading in leading grain futures mar—
kets during the week, largely due to uncertainties surrounding the
Washington leglslatlve outlook. Volume of trading on the Chicago
Board of Trade declined moderately as increased sales of corn were
more than offsef by losses in wheat and oats,

There was a continued absence of government buying of
wheat and some weakness developed as the result of a proposal
that the government be authorized to roll back pnces to the level-
of mid-June.

The market for corn was very strong, with the December and
May contracts selling at-new'seasonal peak prices. Cash corn went
to $2.71 per bushel, the highest on record, reflecting very small coun-
try offerings and a good demand from processors and elevator in-
terests.  The condition of the new winter wheat ‘crop showed some
improvement due to beneficial rains and snow in the Southwest.
Except for some sizable government purchases for export in the early -
part of the week, the flour market was quiet* with hakers holding te
the sidelines, in the hope of lower prices. Hog receipts continued
heavy. Prices weakened at mid-week but rallied later and finished
sharply higher than in the previous week.

Cotton markets displayed strength and prices held: at a high level
during most of the week despite the unexpected increase shown in
the final official crop report issued on Dec. 8.

During the week, prices for practically all future delivenes )
reached new high ground for the season.

In the final session the market. suffered a technical reaction
which left closing prices about unchanged from the preceding week.
Sales for the week in the 10 spot markets totalled 287,000 bales, as
compared with 293,500 the previous week and 230,900 in the like

, week a year ago. Aggressive buying resulting from good trade and
| mill demand bolstered prices in the early part of the week but

legislative uncertainties acted as a brake in later dealings. Rains
and wet fields 1etarded cotton picking in most sections of the
belt. Cotton ginned through Nov. 30, according to the Census Bureau,
amounted to 10,656,000 bales, or about 88% of the indicated produc-
tion. Textile prices continued firm to higher. Carded. gray cotton
cloth markets were said to be well sold ahead through the first six
months of next year.

RETAIL AND WHOLESALE TRADE MOVES HIGHER
IN LATEST WEEK

Retail volunie rose moderately last week ags pre-holiday shoppers
crowded stores in all sections of the country. Total dollar volume
was moderately to well above that of the corresponding week a
year ago, Dun & Bradsteet, Inc., reports in its current survey of trade.
Gift items of ali {ypes sold well,. although careful consideration was
given by consumers to both price and quality. There appeared to be
an adequate supply of almost all kinds of goods.

Snappy weather ir many areas created a brisk demand for
heavy winter clothing.

Retail food volume declined slightly from the very high levels
of recent weeks as most consumers busied themselves with the pur-
chasing of gift items. Holiday packages of candy and fruits were in
good demand.

Shoppers continued to shy away from the high-priced cuts
of meat.

Prices of dairy products rose sharply in some areas with a notice-
able drop in th2 demand for these items reported. The supply of’fish
and poultry was adequate and fresh fruits and vegetables proved
plentiful.

Housewares, major appliances and furniture continued to be
among the best sellers in durable goods. The demand for paints,
hardware and automobile accessories remained steady at a high level,
Silverware, books and stationery were popular and toys and novelty
items of all types were heavily purchased. Perfume and inexpensive
costume jewelry sold well.

Most retailers reported that the demand for high-priced
jewelry, leather goods and other luxury items was not as heavy
as it was in the corresponding week a year ago.

. There was a very slight rise. in wholesale dollar volume in the
week. Although dollar volume in most lines was well above that of &
year ago, unit sales in some lines were about even with or slightly
above those of the corresponding period in 1946, Buyers continued
to insist on prompt deliveries, though adequate stocks of most goods
were available,

Department store sales on a country-wide basis, as taken from
the Federal Reserve Board’s index for the week ended Dec. 13, 1947,
increased by 109 from the like period of last year. This compared
with an increase of 7% in the preceding week. For the four weeks
ended Dec. 13, 1947, sales increased by 9% and for the year to date
increased by 8%

Christmas buvmg here in New York reached peak levels the

.past week though it was marked by considerable spottiness.

 Heavy increases were noted in several large stores, while slight
to moderate gains prevailed among others.

Accordmg to -the Federal Reserve Board's index, department
store sales-in New York City for the weekly period to Dec 13, 1947
increased 6% akove the same perlod last year. This compared with

‘an increase of 1% (revised figure) in the preceding week. For'the
- four weeks ended Dec. 13,1947, sales increased 3% and ’Ior the' y’ear

to date rose by 9%.
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Tomorrow’s

Markets
Walter Whyte
Says—

By WALTER WHYTE

Current milling around in the

180 area is not unhealthy.

Expect more of the same be-

fore resumption of up move.

Look for about 190 in aver-

ages to be seen. !
* & *

If Monday’s (Dec. 22) mar-
ket is any indicator, then the
dullness expected around the
180 level, is no surprise. The
prevalent reasons for it, in
case you're interested, is tax
selling and' profit taking.

* * *

Chances are that “taxes had
something to do with it, even
if only a little, but profit tak-
ing is something I can’t be-
lieve. To accept the latter
theory is to. believe that
enough people bought stocks
at the recent lows and are
now selling them. Actually
there was more selling than
buying at the recent lows if
for no other reason than peo-
ple tend to become pessimis-
tic on declines.

*

In last week’s column it
was said that as the market
got within reaching distance
of the 180 range it would do
one of two things—or both.
It would go into dullness or
decline. It didn’t take any
great ability to make such a
forecast. All it needed was a
knowledge of where stock was
in supply and the forces that
would either be strong enough
to absorb this in one gulp, or
whether these forces would
lean back and digest their re-
cent purchasing meal.

The fact that the rails
managed to make a new high
on the move was interesting.
1t certainly brought out the
Dow Theory lads in full cry.
Incidentally all the learned

articles to prove the Dow
Theory is fallacious, won’t
change the view of thousands
“of Dow Theory followers. It’s
too simple to follow to be dis-

Pacific Coast

Securities

Orders Executed on
Pacific Coast Exchanges

Schwabacher & Co.

. Members
New York Stock Exchange
New York Curb Exchange (Associate)
San Francisco Stock Exchange
Chicago Board of Trade

14 Wall Street ~ New York5,N. Y. |
COrtlandt 7-4150  Teletype NY 1-928
Private Wires to Principal Offices

.{. Ban Francisco — Santa Barbara
' | 'Monterey — Oakland — Sacramento
] Fresno

carded no matter how em-
phatic its critics are.
ES ok *

In the past few weeks I
'have been bullish in no un-
certain terms. I deliberately
avoided mentioning specific
| stocks, with few exceptions,
preferring readers buy their
own within certain groups.
These groups were the steels,
oils and coppers. I haven’t
seen anything in their market
outlook to make me change
my mind. The question re-
mains of when will these
groups go up some more. Up
to this writing (Monday) they
have already advanced nicely.
I think that within the next
few days they will go up some
more. ' .

Looking ahead I think that
sometime between now and
the end of January the mar-
ket will make some kind of a
top on which stocks should
be sold. Primarily the top
will be caused by Congres-
sional plans to stop this in-
flationary phase. Right now
both the Administration and
the G. O. P. are playing Miss
Hush. But with election com-
ing up, something more than
“yoluntary” rationing will al-
most certainly be passed.

%

An. additional advance to
just under the 190 figure is
not improbable. Though, be-
fore you see that, the chances
are you will also see a minor
decline to about the 178 level.

% o

By the time you read this,
Christmas will be over —I
hope it was a Merry One. But
it's still time to wish you a
profitable 1948. '

More next Thursday.

—Walter Whyte

[The views expressed in this
article do mot necessarily at any
time coincide with those of tht
Chronicle. They are presented o.
those of the author only.]

Shields & Co. Admit

Shields & Co., 44 Wall Street,
New York City, members of the
New York Stock Exchange, will
admit John J, Stonborough to
limited partnership in the firm on
Jan. 1. On Dec. 31, Richard de
La Chapelle will retire from the
firm.

Herbert H. Childs, general part-
ner, will become a limited part-
ner on Jan. 1.

W. D. Investment Co.

LOS ANGELES, CALIF. — The
W. & D. Investment Co, has been
formed with offices at 626 South
Spring Street. Officers are Will-
iam S. Hughes, President; Willis
H. Durst, E. F. Kitchel, A. E.
Abernethy, P. M. Wagenseller, D.
W. Davis and R. E, Murphy, Vice-
Presidents; and V. R. Ericson,
Secretary and Treasurer.

Shearson, Hammill Changes

Warren P. Smith and Robert
C. Van Tuyl will become part-
ners in Shearson, Hammill &
Co., 14 Wall Street, New York
City, members of the New York
Stock Exchange, on Jan. 1. On
the same date Walter L. Johnson,
now a general partner will be-

come a limited partner. .

| tariffs.

British Imperial Preference and the Marshall Plan

(Continued from page 2)
was formulated in Ottawa in
1933.

This new preference ‘system
has four aspects: First, Britain
was no longer able to admit free
entry of goods directly competitive
with her own, and enlarged the
range of her protective duties.
Second, she took power by which
she would be -able to impose
duties for counter-discrimination
in cases where other countries
might treat her trade unfairly.
Third, Britain granted preference
over almost the whole range of
her duties to countries within the
British Commonwealth and em-=-
sire in somewhat belated recog-
aition of the preference = long
siven by these countries to British
sxports and in return for further
special concessions. Fourth,
3ritain introduced quota control
wver some imports of agricultural
yroducts from non-British and
aven British countries.

Action Was Over-Due

It was not surprising that Brit-
ain took this action in 1933, con-
idering the state of international
trade affairs, but rather that she
waited so long to take such steps.
The countries of the British Com-
nonwealth have always had close
ties, not only in matters of secur-
ity and sentiment, but also in the
sconomic field, and the Dominions
had long been extending such
treatment to the mother country.

Great Britain, however, did not
feel that as the major world trad-
ng power it could afford to rec-
gnize its close ties with the
ominions in the form of trade
rivileges. By the 1930’s, she no
onger had a choice and thus took
teps to cope with the unfavor-
able situation in which she found
nerself. Although it is not diffi-
;ult to understand why Britain
took this position, the policy it-
self as a general policy must. be
condemned as being one of the
most effective ways of thwarting
world trade,

~¢ tne ume that the British
vere the greatest enthusiasts of
‘ree trade, the United States was
‘ollowing a policy of protective
Today, the situation is
hanged and we not only have
he privilege, but the ability to
ye the greatest supporters of a
‘ree trade system, or at least of
1 flexible multilateral trade sys-
tem, based on the realities of
world needs and supply. It is
sncouraging to know that the
United States has taken a position
in the International Trade Organ-
ization that we must help not
only ourselves, but the rest of the
world in maintaining free chan-
1els of trade, and we have taken
‘he initiative in getting the Brit-
‘sh to modify their imperial pref-
arence system by assuring the
British and every other country
iependent upon a free exchange
»f material, that such a system
will be made to work to mutual
advantage and not for the benefit
7f any one or small group of
‘ountries:

The British system was in no
way exclusive in the sense of pre-
venting British countries: from
trading with the other countries of
he world (this would have been
foolhardy since not only  just
Great Britain but the Dominions,
such as Canada, Australia, ete.,
trade to a great extent with the
United States), but it did impose
tariffs on international trade in the
~ritical years 1933 through 1938.
Additional duties were imposed
during those "years, and in some
cases specific duties were applied
as alternatives, but by ‘1938 the
orocess of adding additional re-
strictions was virtually at an end

and the system became stabilized. ;

“Cleaning Out” Trade Channels

Following the introduction :of
tariffs and the" imperial -trade
preference system, Britain began
to “clean out” the channels of
trade with other countries, in-

.Anglo-American
1938, it covered a very great area.
‘Both countries agreed to reduce

cluding the Scandinavian; Baltic

countries, Poland, and the Argen-
tine, which sold large quantities.
of their raw materials and manu-
factures to Great Britain. Under
these agreements, certain tariff
restrictions and binding .agree-
ments not to increase tariffs were
made on both sides. Wherever
Great Britain set up quotas gov-
erning imports, she guaranteed in’
her trade agreements with any
country concerned, a certain basic
quality or a certain proportion of
that country’s exports to Britain
in a basic year. In return, some
countries undertook to take a cer-
tain proportion of their coal ex-
ports from Britain, or agreed
through government agencies or
private firms, to stimulate pur-
chases from Britain. Such agree-
ments were made with Germany
and their “payment” or clearing
agreements were made with cer-
tain countries that were practic-
ing exchange control, such as
Italy, Spain, Romania and Ger-
any. These were designed to pre-
vent the growth of “block bal-
ances” from these countries to
Britain upon receipt of her ex-
ports, and to secure the repay-
ment of accumulated arrears.

1938 Agreement with U. 8.
One of the most important trade

agreements was made with the

United States in-1938, This agree-
ment was an important contribu-
tion to the reduction of trade bar-
riers and was made as a result
of the reciprocal trade policy ini-
tiated in the United States. This
agreement was important mainly
because it involved the two great-
est trading nations of the world.
The relationship between these
two countries is interesting. Brit-
ain is normally the largest single
customer of the United States and
buys-more from us than any other
country. British imports from the
United States are much greater
than United States purchases
from Britain. The United States,
however, buys more from the
British- Colonies and Dominions
in almost every case, than they
buy.-from us; and since:the Brit-
ish Colonies were included in the

agreement of

duties on a wide range of com-
modities and it was felt at that
time that the agreement was sym-
bolic in that it involved a modi-
fication of some preferences
granted mutually by Great Brit-
ain and Canada, thus putting a
leak in the preference system.
The full effects of the agreement,
however, could not be felt be-
cause of the outbreak of the war
in 1939 and the disruption of nor-
mal trade among nations. But
war and the destruction of manu-
facturing facilities, as well as raw
materials, further distorted and
disrupted the flow of materials in
the international stream of com-
merce, making the situation more
critical than it had ever been be-
fore.

The issues raised today no long-
er involve the rather cold and
impersonal concept of a favorable
balance of payments among na-

‘tions, but rather whether or not

men, women and children can eat
and live peaceful, productive and
helpful lives unless something is
done to lower trade barriers and
to stimulate trade.in all directions
without ingenious techniques
which result from statism and in’
international chaos and depres-
sion. These are extremely serious
issues and their importance was
highlighted during recent months,
at Geneva.

Stumbling Block at ITO Sessions:

The talks which began -at-the
early ITO drafting sessions- were
halting and few were too optimis=

tic about their outcome; so many

problems came to the surface; and
although men of good will were

representing * the “various” ¢oun-|

tries of the world, such stagger-

ing questions” had ‘to be solved
that " none could feel hopeful
about the outcome. The British
pre_ference system was one of the
main stumbling blocks, since ‘it
was based upon an artificial tar-
iff structure which.discriminated
in favor of some countries at the
expense of the others. Almost
until the last days of the confer-
ence, it ‘seemed that although
other issues had been thrashed
out and compromises. of some sort
concluded, the Empire trade pref-
erence system stood pat and the
British would not give in. With-
in the final fortnight, however,
reliable though still officially un-
confirmed reports have it that
Great Britain and the Dominions
decided to modify the preference
system approach. This was sen-
sational news and fraught with
happy significance -— much more
important than most of the news-
paper reports would lead us' to
believe. The agreement as re-
ported in the N.Y. “Times” of Oct.
17, provided for a 25% cut in im-
perial - preference tariffs in the
British Colonies to be carried out
over a two-year period. It also
provided that a ceiling of 25%
should be placed on such prefer-
ences in the future. The British
concession was made dependent
on the United States refraining
from imposing new barriers to the
import of certain British Colonial
products. This plan for settling
the issue -on imperial preference
had previously been approved by
the U. S. Government. )

Breach Important to Britain -

While the dollar value of the
exports involved is small for the
United States, the British co™ces-
sion constitutes an important
breach in the imperial preferencz
system. In. addition, the British
[have agreed to reduce the prefer-
‘ence accorded to Southern Rhode-
‘sian tobacco. in the United King-
;dom market —a conce:zsion that
{will be important to Americen
i tobacco groups when Britain's
normal imports of tobacco can ba
resumed.

‘It is very interesting to note
| that the initiative in the move to
modify the imperial preference
system was taken by the Domin-
ions. It is understood that the
British agreed only after consid-
erable pressure from the Domin-
ions. This is important because
the imperial preference system
was created as a result of -the
Dominions’ demand originally,
and so Great Britain cannot be
accused of taking action without
their consent to modify a system
which they themselves requested.

The Marshall Plan

It is extremely timely that this
action has been taken in the light
of the Marshall Plan which is lay-
ing the groundwork for the multi-
lateral trading system which the
ITO envisions and for which it is
establishing:much needed machin-
ery and basic policy. The Marshall
Plan, which has been designed to
provide Europe with -the basic
tools and materials to help Europe
reconstruct itself is only a tempo-
rary measure and can only be suc-
cessful in a world which is not
snarled in restrictions, political or
economic. This concession on the
part of Great Britain and the
Dominions is a concrete measure
which the whole world cannot fail
to recognize as a guarantee that
Great Britain, the world’s greatest
trader, is willing to forego. spetial
concessions which might work to
her benefit in a narrow sense, in
order to facilitate world . trade
among all of the nations which,
in- turn; will work to everybody’s
mutual benefit aver the long run.
It is important to Americans and
to American business men in par-
ticular, because it heralds a new
day in international relationships

and negotiations. There, has been
a great fear on the part of .many
that we were entering into a new
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«period of restrictions which would

hamper trade and. mzke life. diffi-
cult for the American buciness
' man who'is only now beginning

. Lo realize the rignificent role that

' international trade plays in his

i own business and in the economic
" welfare, not only of the United
. States, but of the whcle world.

Some countries are imposing new

“ ‘restrictions, but they are doing
' that on the defensive as a last

" despeiate 1esort in an attempt to
. Dbrotect their own industries and
| to make the most of their dollar

. recources; if they can be shown
. that the major trading countries

of the world mean businzss when
" they say that they do not 'want

' to engage

in restrictive trade
practices but rather are willing to

! eliminate those which already
* exist, it is probable that they will
* be willing to cooperate in a pro-

Meaning of the War Debt

gram which will free trade from
strangling barriers. It also indi-
cates that Great Britain is deter-
mined to have a more efficient
product and is again becoming
willing to take her chances in an
open market. The natiors of We t-
ern Europe are entitled to the
helping hand of the Ma:shall
Plan’s European Recovery Pro-
gram, if this is going to be their
attitude. )

I believe there is now every
reason to expect that in view of
what took place at Geneva during
the preliminary talks and in this
recent action on the part of Great
Britain, the current meeting of
the ITO at Havana will be suc-
cessful and that the nations of the
world will again be able to trade
freely and peacefully without
laboring under the burden of end-

less trade restrictions.

(Continued from page 4)

of an article which is not paid for
ldbor—that is, that part paid to a
corporate body which is added to
its surplus and is uninvested. i

The government, therefore, paid
individuals vast sums of money t
produce goods and serv.ces. Be-
tween the end of 1941 and the end

. cf 1945 it created and pumped

into the financial system some
$200 billion. Bank-held govern-
ment debt in this period increased

“ $£91 b'llion, and that this amount

© when the

of money was created is obv.ous.
Government debt held by non-
bank investors increased $121 bil-
lion, and nearly this amount o,
money was, in effeet, created
government spent it
while at the same time providing,
in effect, that these obligations

. were always encashable, the in-

terest-bearing ones at par, and
the savings bonds at diminishing
discounts. To the extent that this
money was never previously

. “owned, it was a pure fiction. The

' financial

creation of money, or cred.t. how-
ever, is a normal process in our
system: banks do it
every day. When a bank creates
money, it becomes a creditor, but
when a government creates money
by a bond issue it becomes a
debtor. This apparent paradox
results, of course, from the fact
that “the government” is only an
immaginary body, a vehicle through
which individuals give to, and
take from. each other or them-
selves, their transact.ons register-
+ing in the name of the govern-

. ment so that they are always in

< balance.

An internal government
dept which creates monev, there-

. fore, simply records the fact that

money was given to some indi-
viduals without being taken from
others, and that this money has to

- be given up eventually by the
i same, or other, individuals in the

form of taxes. Manv. if not most
of the “other” ind.viduals are as
yet unborn.

‘The goverpment poured out
such vast sums so ‘extensively
that the payments went prac-
tically to all the individuals in
the country. Nearly all of us en-

“riched ourselves monetarily while
~we set, up, as an offset, our own
indebtedness, in the name of the

I government. This process of bor-

'rowing ' (or lending) differs in
‘another respect from the loan be-
‘tween individuals, where the
“lender denies himself the use of
‘the’ money.:- The public process

'is ‘wholly . different . when -it is
'“'done on a scale so great it per-

meates into nearly everyone's

nocket and when the bondholder

~ takes no risk (in terms of money).

‘" 'Then the proces< is not a transfer

“from one to another, but the .si-

* ‘multaneous enrichment of every-
““one. " The reverse orocess of pay-
“ring off the debt simply removes

' the enrichment.

This new._and great supply of

“‘oney 'in the wnossession of in-

dividuals who had made war ma-

v+ terials was:spent on the few things

then available — amusement,
liquor and other luxuries, and

store merchandise. The common
stocks of these industries soared
between the end of 1941 and the
end of 1945, 7- to 10-fold in con-~
trast to a less than 2-fold average
,rise in high-grade common stocks,

That the tax payments to be
made in the future are required

for purely financial reasons and i

not for such fundamental eco-
nomic reasons as the production
of inordinate amounts of goods is
very simply demonstrated by
considering an imaginary society.

A War Without Debt

In time of war, the govern-
ment of country X immediately
takes possession of all non-per-
sonal real property. In the com-
mon interest, men and women
drop their non-essential pursuits
and go into war plants and
produce equipment, just as we
did. To avoid future financial
complications and disruptions of
their economy, all financial af-

fairs are frozen, and all financial

payments, all use of money, are
abandoned. It is universally
agreed that the ordinary, unre-
stricted pursuit of individual fi-
nancial well-being is not only out
of place in a total war of survival,
but is actually detrimental to the
welfare of society at large and
ultimately to the individual him-
3elf. Money is not required, be-
cause by government fiat, every-
thing is free to the extent re-
quired for war production; free,
that is, in terms of money, for
everyone has to work to his full
ability. The war worker does not
need money for food, because the
farmer works for him and the
grocer supplies his daily needs.
He does not have to pay rent, nor
does his landlord pay taxes or
grocery bills.

The supreme patriotism, fore-
sight, wisdom, unselfishness, or
whatever it is to be called, which
is no more remarkable than that
of our soldier who gives his life,
prevents individuals from acquir-
ing more than current needs of
commodities which are plentiful,
and rationing of scarce essentials
of life is conducted only because
central planning must do what in-
dividuals separately cannot do.
The patriotism obviates also any
form of inducement to send in-
dividuals into the ‘less desirable
jobs.
out of the earth, which had. been
owned - privately, the peacetime
owners consider it a far lesser
contribution than that of the men
who went to combat. The peo-
ple ‘of country X produce the war
goods, just as we did, destroy
most. of it, just as we did, and
junk the surplus. Ifthey win the
war, they simply. return to the
work and financial conditions
prevailing at the outbreak of
war. For them war was an in-
terlude of, among other things,
financial blackout, which did not
distur» past and future finances.
Physically, materially, they ac-
complished everything we -did,
but there is one vast difference.

They will not in the future de-

Though minerals are taken:

vote a great part of their labor,
in.the form of taxes, to the retire-
ment of public debt.

It is unnecessary to describe
the long evolution of their war-
time system and the history of
their experiments, such as the use
of wartime money, universal
manpower -conscription, govern-
ment payment of depreciation
charges and of mineral depletion,
and transitory rewards as induce-
ments to take less desirable jobs,
before these people reached their
present wisdom; nor is it neces-
sary to describe how those not
engaged in war production sup-
port themselves; for that is not
our purpose here. Moreover, even
if their system is thought imprac-
tical on the grounds that man is
always selfish, the illustration is
useful nonetheless-in distinguish-
ing economic from purely finan-
cial activity. We are concerned
here with the fundamental reason
why in our society a great, sud-
den, wartime expansion of eco-
nomic activity must be followed
by the devotion of future labor
to “pay for it”,

Illusion of Financial
. Enrichment

The simple, fundamental mean-
ing of the public debt is that a
process of financial ' enrichment
was used to induce individuals to
work in the places, and to the ex-
tent, required. The $200 bilion
entry on the federal books is only
testimony to the financial truism
that those individuals, or their
descendants, have to give it up,
even though, in some forms, the
process of giving ‘it up is dis-
guised.

We have followed a gigantic fal--

lacy of assuming that because or-
dinary peacetime economic activ-
ity has a financial counterpart, an
expanded wartime economic ac-
tivity must have a correspond-
ingly expanded financial coun-
terpart. A carpenter who in peace-
time worked for 40 hours a week
and'got $40 reasons that if in war-
time he works for 60 hours a week
he should get $60. Even more
astonishingly, he compounds the
fallacy by wanting an additional
bonus of $10. It does not occur
t~ him that the payer is not, and
cannot be, some external bene-
factor who will “pay” him for
winning his own war.

The pursuit of this fallacy is a
gross misapprehension of the
meaning of money in a free soci-
ety. It is simply a means of facil-
itating the exchange of services
and goods between individuals in
their efforts to improve their own
private economic well-being, a
competitive process amongst
themselves in which the score is
kept in terms of money. Money
serves man’s economic activity
and is not an end in itself. A
society that inflates its money
accounts during the swollen eco-
nomic activity of a total war mis-
takes the peacetime means for the
wartime end and confounds the
peacetime and wartime purposes
of its economy.

War Distorts Functions of Money

In the first place, when the en-
tire economic resources and labor
of the country are directed by the
gavernment toward a single end
in a common interest, the ordi-
nary function of money, as well as
that of prices and of the law of
supply and demand, is almost en-
tirely replaced by central plan-
ning and direction. The objective
of the society’s whole economy is
profoundly changed. A multitude
of internal, individual, and com-
petitive objectives is instantly re-
placed by a single, external, com-
;pon, and non-competitive objec-

ive.

Secondly, the process of .indi-
vidual finahcial enrichment over
a swollen economy of war is a
fallacy in that the normal rela-
tion between financial accounts
and economic activity is lost, for
the additional -money cannot be,
and is not, spent by the recipient
on current production. The result
is a deferred, and logically un-

earned or unwarranted, claim on
postwar production. A monay
claim is generally evidence that
someone owes something to the
claimant, " But individuals do not

owe each other for ‘their past la-'

bois in war production, nor can
their postwar labors suddenly pro-
duce goods and services $200 bil-
lion in excess of the outstanding
prewar claims on each other, un-
less the value of money is de-
bauched, as indeed it is. The clas-
sic sequence of inflation and
collapse must be very largely a
consequence of the fallacy.

We have begun to move away
from the fallacies of wartime fi-
nancial enterprise toward the ar-
rangements of country X, which,
however, are far in the distance.
The principle of the excess-prof-

(its tax was prompted by moral

aversion, rather than by economic
wisdom, but it is applicable, by
the realities of economics, to in-
dividuals as well as to corpora-
tions, which, too, are only im-

aginary bodies, Wage stabilization
and price and manpower controls
also are introductory steps to the
realization that there can be no
real profit in a war economy.
Fundamentally, a great war im-
poverishes economically, not only
in the loss of mineral resources
and in the destruction of property,
but also in the reduction; on the
whole, of the current standard of
living. Nor is the future economic
standard necessarily spared, for
technological advances are partly,
at least, offset by  depreciation
and neglect of plant. To expect
financial, and thence economic en-
richment from such a war ought
to be prima facie an illusion, If
we can find the means of moving
away from the illusion, the system
of private capital enterprise will
more easily find the way to avoid

not only postwar financial and
economic debacles, but also the
request ‘upon our descendants to
labor for those long since gone.

The First Sure Step to Dictatorship

(Continued from first page)

and mental welfare of American
youth; but this, of course, should
come through our long-estab-
lished democratic’' way of life;
that is, through our educational
systems, our religious institutions
and the medical profession, aided
by group insurance plans and
private- charities. It is certainly
obvious that one year of mass
regimentation will not wipe out
the innumerable causes of ill
health that have their roots in
childhood, '
Furthermore, it is well-know

that the centralization of large
numbers of persons in camps
leads to new and serious disease
problems. Epidemics of influ-
enza, pneumonia, scarlet fever,
meningitis, venereal diseases, and,

indirectly, even infantile paralysis,,
‘nuimber

among the -~'scourges
which come in the wake of
crowded camp life, so that
thousands die because of this very
regimentation that is called bene-
ficial. In addition, many of our
young men who by inheritance,
upbringing, accident or illness are
unsuited to the rigors of mass
regimentation and who . under
them sicken and die, neverthe-
less often possess an insight and
intelligence of their own which
in later life make of them great
artists, leaders or inventive gen-
iuses far more valuable to the
nation than many a “perfect spec-
imen.” The fruits of the spirit
do not often flourish under forced
peace-time military training, as
Germany and Japan bear witness.

Make Army Career Attractive

From the military point of view
it will .be argued that present
conditions require a larger peace-
time army than we formerly had.
If this is true it should be
achieved by making our army in
time of peace a more attractive
career and not an unpleasant
compulsion. In this connection,
however, the recent past has once
again demonstrated that a large
peace-time army is no protection
against ‘war, nor is it a guaranty
of victory. Aside from the United
States, the only large world pow-
er that has never lost a major
war is Great Britain, and during
the period of her success she
never had compulsory peace-
time military training. France,
on the other hand, has had just
such a law .ever since the First
World War, What good did it
do her? Russia, under the Czars
also had such a plan, yet it did
not prevent her defeat by Japan
in the Russo-Japanese War and
later by Germany in the First
World War, nor did it forestall a
terrible and bloody revolution
afterward. Even Germany, with
all her vast compulsory peace-
time armies and wide prepara-

tions before both the First and
Second World Wars could not win
by virtue of them.

In war, there is one inescapable *
conclusion. Victory is given to
'those who are morally closer to
‘the right regardless of what odds
'may stand against them. It was
’this strong inner conviction that
enabled the democracies to hold
out until the tide turned in their
favor. Again it has been proved
that the upright and the free not
only work best but also fight
best. Peace-time regimentation,
which is a form of slavery, only
saps their strength, their will-
power, and their faith in democ-
racy.

Regimentation—First Step to
‘ Dictatorship

More than ever during the past
quarter-century, it hasbeen clear-
ly demonstrated that the regi-
mentation of the young by the
government is the first and sur-
est step to dictatorship. Govern-
ment-controlled “youth move-
ments” were part and parcel of
the rise of Fascism and the dic-
tator Mussolini in Italy; they
were part and parcel of the rise
of Nazism and the dictator Hitler
in Germany; and they also were,
and still are, much in evidence
in Stalin’s Russia.

Indeed, the classic formula for
the overthrow of a democratic
government seems to be one of
gaining control of the nation’s
youth so that it becomes actually
or potentially a vast armed force
which sooner or later falls com-
pletely under the domination of
the revolutionary party and the
dictator that heads it. Once hav-
ing obtained this grip on the
young, how easy it is to inoculate
them with the deadly virus which
causes them to worship an arti-
ficial god, the state. Then the
dictator turns to the representa-
tives of the people (the Congress)
and says, “We do not need you
any more.” . Once they have been
persuaded or forced to get out,
democracy is gone.

It is quite wunderstandable,
therefore, that while the war
hysteria is still in the air, the
more dictatorial elements in our
country, some of whom have al-
ready voiced their desire to teach
their doctrines of regimentation
to the young, are most desirous
of having a plan of compulsory
military training foisted upon our
people. Thus, just as in the First
World War, a misinformed .group
seeks to pass a law by which the
children of this and succeeding
generations, born and unborn,
will lose their-liberty at a time .
when so many of their. fgth[ers
have fought and died to presexgve
it. ! ‘
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Trend of New York
City Bank Earnings

(Continued from page 10)

than mtelest such as fees, com-
missions, forexgn department and
service charges, and (3) a some-
what lower effective tax rate on
net income.

Net current operat'ng earrings
of the 37 reserve member banks in
New York City are likely to total
about $126,000,000 for 1947, a de-
cline of 10% from the $140,069,000
in 1946,  Such 1947 earnings of
$126,000,000 w.1l represent-a re-
turn of 5%% on total capital ac-
counts compared with 6%% in
1946. = Cash dividend payments
will ‘constitute 3% %, leaving an
operating retent.on- of 2%% in
1947. - These results are _before
Yosses *anj charge-offs and ex-
clusive of recoveries and 'prcfits.
It is already apparent that banks
{oday are no lecnger experlencmg
the excess of recoveries and prof-
its seen in recent years.

These banks s a group will re-
port total net current operating
earnings of $126 million to stock-
I olders at their forthcoming meet-
ings in January. The public, how-
ever, will make up its- muad on
how  well banks are doing not
from reports to stockholders, but
 from figures and statements to be
offered and released -to the pre:s
by the banking authorities.

Although New York Cily banks
in 1946 had net earnings from cur-
rent operaticns of $140 million or
614 % on capital accounts, the re-
perts by the official agencies for
that yearindicated that these same
banks had “net current operating
earnings” 'of $206 million, a return
of 9%%, not 6% %. The public,
unfamiliar with the real workings,
could not tell that the difference
of $66 million, representmg taxes
based on operatmg income, had
not been deducted from the off1c1-
ally offered figure of $206 million.
Public misunderstanding of how
banks are do‘ng arises from (1)
Lefects in official terminology, (2)
the fact that capital transactions
are not properly segregated in the
official reports of the government
agencies, and -(3) the-fact that
*“net current operating earnings,”
item 3 on the official forms; is
calculated ‘without aay provision
for state and Federal income
taxes. In the past, the true earn-
ing power of banks has appeared
exaggerated in the official find-
ings made public by the banking
authorities. This has reacted un-
favcrably on banks and their
stockholders. because it has pre-
vented recognition of the de-
pressed earning power of banks.

As in all industry, the “break-
event point” of banks, too, has
been  rising. The yields which
were sufficient yesterday will no
longer keep banks out of the read
teday.

Thus, operating -expenses, less
operating ircome other than in-
terest, is indicated at $162 million
for the 37 New York City banks
in 1947, compared with $150 mil-
lion in 1946. This represents the
amount of “interest income, net
after amortization of premiums,
which these New York City banks
£s-a group required in order to
stay out of the red and just
break even.

- Average funds loaned and in-
vested fell 12%. % from $23.4 bil-
lion in 1946 to $20.5 billicn .in
1947, a fact generally overlooked.
The “break-even yield”.required
cn such earning ascets in 1947 wag
0.79%, which is-an increase from
the comparable fgiure of 0.64% in
1946. If the actual yields realized

had been no higher, there would

Fave been no net current operat-
ing income: from which the gov-
ernment. could get iacome taxes,
stockholders casa dividends and
z-1banks new capi'al. Existiny capi-=
tal accounts’ would decline' as
losses and .charge-offs developed.

Actually, interest income: from

loans and investments of the 37
New York City banks will total
about $347 million in 1947, a yield
realized of 1.69%, compared with
$356 million in 1946 a yield real-
ized of 1.52%. The differential
between the yield realized and
the yield required on the total of
loans and investments, 0.88% in
1946 and 0.90% in 1947, constxtutes
r.et current opérating income sub-
ject to taxes based on such in-
come. In 1946, $206 millioa net
operating income was subject to
applicable taxes of $66 million,
and in 1947 an esiimated $180
million - is subject to. applicab'e
taxes of $54 million, Net current
opelating earnings of $140 million
in 1946 were net after an effective
tax rate of 32%, while the $123
million in 1947 is after an effec-
tive tax rate of 30%. !

The decline in average earning
assets of the 37 New York City
‘banks of $2.9 billicn from the 1946
figure of $23.4 billion occurred
entirely in.investments, reflecting
the retirement of b:nk-held debt
by the Treasury. Average loans
in 1947 remain unchanged at $6.7
billion, but interest income from
loans at $141 million is up $19
million, an average yield of 2.10%
compared with 1.81% in 1946.
This improvement reflects the
radical change in the composilicn
of loan portfolios as business
loans replaced lower-rate loans on
government securities, and the
firmer interest rates which be-
came e‘fective as the year ad-
venced. At the year end. the rate
of interest income from loan port-
fclios is not only higher than the
average yield of 2.10% for the
year, but is improving daily as
maturing loans are renewed.

Using recent bank stock quota-
tions, all the out:tanding capital
stock of the New York City banks
is apvraised in the market place
at $1,700 million. This is $550 mil-
lion or 249% less than the $2,250
million total of book values shown
in publisked statements of Oc-
tober 6. Obviously, as loag as this
condition continues, new banking
capital will not be attracted, no
matter how much needed, except
at -great sacrifice by present
cwners.

Bank gtocks are quoted at a dls-—
count because banks’ earnings are
too low—too low, that is, in rela-
tion to their stockholders’ equity.
The banks in New York City as a
group will have net current oper-
ating earnings in 1947 of 534 % of
total capital accounts. Therefore,
for this group of bank stocks to be
guoted at book value, they would
have to be priced at 17% times
1947 operating earnings and would
yield 3% %. Actually, current
orices at their 24% discount from
book value, are 13% times 1947
earnings, with a yield currently of
4.6%. }

The banking authorities cannot
belabor the banks, issue threats,
bewait “the relatively large prof-
its” of commercial banks, and still
demand that banks build up their
capital funds through sale of addi-
tional stock. It was never that
simple. In the cold reality of the
market place, the true and pros-
pective earnings determine val-
ues. not the inflated figures of-
fered to substantiate some politi-
cal or social theory. The simple
fact is that in returning to their
normal function, banks are once
again financing private business.
and in so doing, are taking the
attendant risks expected of them.
There will ke losses.  The questior
is, will these losses be met out of
current earnings or out of capital
funds. The answer is important.

If the prospects are such that
current earnings will be restricted

ehd become insufficient to absorb
these los es and still leave a fair

. hire for the use of capital, it will

become increasingly difficult, if

not impossible; to attract banking

capital from private investors.
The fact is that the Federal Re-

serve authorities and the Treas-

ury together have until recent
months maintained ccnditions
which prevented commercial
banks from obtaining a. fair and
neces:ary rate on their risk asse.s,

and. thereby realizing adequate’
earnings on their capital accounts.

What does the present changing
situation portend for tomorrow?
Basic rates are now in the process
of adjustment, The effect on all
corollary ‘races in the saort-term
field is real, and could be suffi-
ciently conscquential to give com-
mercial barks a sounder basis for
their operatio. S.

The Outlsok for Utility Secunhes

(Continued from. page 9)

»ale.l in ea1ly 1946.
cases,

In some
ti.e  Su..e equitics  which

sold at 20 tinies earuings-to y.eld | in

aroun | 41 % are now.ava'lable at
less - than 10 times earnings to
yield 7% %. & Historically, 'suca

returns in a relatively stable :n-

dustry are high, ‘probably ‘reflect-
‘ng- the ‘bel.ef .of investors. that

insufficient earning power will be/|

nmaintained to support present
dividend rates. -

While there is yet no -evidence
that the downward trend in earn-
ngs has halted it may well be
that the market has d'scounted
the major part so that some issues
may be approaching a buy'ng
range. Just as ut.lty stocks re-
versed their upward trend in 1946
before the deterioration became
evident by reported earnings, in
all probability they will discount
any improvement in the same
manner,

Since future earninz power of
the industry quite obviously de-
pends upcn the relative trends of
operating revenues and operat ng
expenses, it is perticent to dis-
cuss the factors affecting these
items.

Operating Revenues

-Since 1932, operating revenues
of the composite industry have
zained in every year, although a
few compan’‘es in highly indus-
trialized areas suffered minor set-
backs in 1938. Th's reflects the
ccnstant annual increase in con-
sumption of electrical energy
after periodic rate cuts. Electric
output has been breaking all-time
veaks in recent months and any
sharp reversal is highly unlikely
in the immediate future. With
the present housng shortage and
the number of new homes be'ng
constructed, even a declire ‘n in-
dustrial loads should be offset by:
more profitable residential loads.
Thus, on present rate schedules
there is no reason to expect any
set-back in revenues. Also, there
s reason to believe that within
the near future g large segment ol
the industry may be granted in-
creased rates because of the rising
trend of operating expenses.

Operating Expenses
Due primarily to higher wage
and fuel costs, the break-even
point of the electric power indus-

try has increased substantially.
Since wages are more or less a
fixed cost ani fuel a relative or
variable cost, the implications of
each trend bear careful examira-
tion. In 1937, fuel costs consumed

- ESTIMATED

Company—

American Gas & Electric.
Boston Edison

Carolina Power & Light__
Cent. & South West Corp.
Cincinnati Gas & Electric
Cleveland Electric Illum.
Columbus & So. Ohic Elec.
Commonwealth Edison___
Consol. Edison (N, ¥. ...
Consol. Gas, Baltimore. ..
Consumers Power ____..__
Davton Power & Light_ .
Detroit Edizon

Gulf States Util
Houston Tighting & Pwr.
Indianapolis Power & Lt.
Idaho Power

Ohio Edison ...

Pacific Gas & Elec'ric_
Penn, Powver & Light____
Phialdelphia Ele~tric .___.
Pub. Serv. Co, Colorado..
Southern: Calif, Edison.__
United ‘Tliuminating
Virginia Electric & Power

*Integrated holding company.

‘or contemplated financing.

Capitalization %

tAlso stock dividend of subsidiary.

about 8% of cperatrg revenues,
but had increasey to nearly 14%
iv46.  Cn' tize other hand;
wages amounted 10 17.1% of gross
in 1937, "Since that time tuey
have - fluctuatel w.thin 1% in
most years and were 17.6% o.
gross at the ead of 1946. Wh le
wages  per. eapita. have gone up,

‘the numker ot employees had ce-

clired by approxia.ately - o.e-
third at the end of 1945. Witk
respect to fuel, little increase..
efficiency has been realized, Ir
1937, 142 pounds of coal was
ccnsumed per kwh. at a cost o
¢3.26 per ton. In 1946, 1.29 pounds
.f coal was consumed at a cos
of $4.89 per ton. Thus, the cos
in 1937 was $.0023 per kwh. anc
3.0032 per kwh. in 1946, an in-
créase of 39%.

However, in the case of a sharp
cetback in business, the effects o
these items might be reversed tc
some extent, Wages, being more¢
‘n the nature of a f xed cost
would not decline with productior
while fuel ccsts could be expectec
to do so.

Other Costs Higher

The above detzile] discussicn o
operating revenues and operating
expenses was directe] primarily
toward show.ng the cash earnings
trend of the industry as a resuli
of economic factors. While gros-
rever.ues kave gone up $338,000,
000 since VJ-Day. wages and fre
have gone up $333,000,000, leaving
a net increase of $5,000,000 casi
earn ngs for the industry. How-
aver, other charges have als
risen, With the higher cost oi|
n2w plant being installed, depre-
ciation charges are higher, as the;
aroperly should be; also, general
(property) taxes have gone
up moderately. When the addec

-dilution (even though temporary)
caused by rew property financing

's considered, it is mot difficult tc
understand why electric powel
stocks have acted poorly market-
wise over the past few months.

Rate Increases Possible

Ghould the present trend of
costs be continued in 1948 without
compensating rate increases, there
can be little question that earn-
ines for the industry might be of’
15% or more, Specific compa-
nies, of course, would vary
sharply, depending on a' number
of factors, such as hydro or steamr
nlant and, if the latter, the type o/
fuel used. However, before the

upward’ spiral ‘n expenses goes

much beyond the present level, it

is almost a certainty that applica-
tions wxll be made for rate in-
creases:
. In this connectlon, a number of
power companies have already
been successful in obtaining rate
increases for their gas depart-
ments, The rate increases given
throughout ' the 'Bell  telephone
system ‘are also favorable: prece-
dents. Thus, there seems to be
ample evidence that the regula-
tory bodies in the various states
are cognizant of the présent trend
of expenses and that favorable
rate dec’s ons may be obta ned,
The follow:ng tabulation sets
forth plelxmmary 1948 earnings
estimates for the more important
companies. together ‘with perti-
nent statistical data.

Conclusnon

While the current upward spxral
in expenses may : continue - well
‘nto 1948, 'there is reason:to be-
lieve that it may be tempered in
the near future through economic
controls -or. offsetting rate in-
creases. Thus,, when present .
wrices and yields are corsidered;
it would appear that most of the
unfavorable factors are already: .
veflected. With but few excep-i:
‘iors current leldend rates do’.
10t appear to be in jeopardy and
such returrs have not been
equalled since 1942, which marked
an all-time low for utility stock
nrices, Thus, when prevailing
nuotat'ons are ccnsidered, equx-
ties of electric power companies
appear to be as reasonably priced,
in relation to longer (foreseeable)
‘erm prosvects, as almost any
major industry. While outstand-
ing appreciation prospects may
not- be offered at the present,
nothing short of a severe economic
depression should justify a sharp
Jecl ne in earnings and prices.
Thus thke investor whose primary
~onsideration is income, should be
ble to find from the range of
7ields available a stock of suit-

able quality with reasonable
assurance of dividend continuity.

William C. McOwen.
With Otis in Cincinnati

(Sneciak to THE FINANCIAL CHRONICLE)

CINCINNATI, OHIO — William
C. McOwen has become associ-
ated with Otis & Co., Mercantile
Library Building. He was former-
ly Cincinnati representative for

the First Cleveland Corporation.
Prior to serving in the armed
forces he was with Merrill Lynch,
Pierce, Fenner & Beane.

With Livingston Williams

(Special to THE FINANCIAL CHRONICLF)

CLEVELAND, OHIO—Paul F.
Cropper, Jr., has joined the staff
of Livingston, Williams & Co.,
Inec., Hanna Building, N

William Denmark Opens

William Denmark  has opened
offices at 2095 Broadway, New
York City, to engage in an in-
vestment business.

1948 EARNINGS OF 25 LEADING UTILITIES

The 1948 preliminary estimates are on the basis of present rate schedules after allowance for increased operating expenses,

Earnings Per Common Share
1943

1745
$7.7 $3.°0
2,53 2.50
3.23 3.29

. 1.35
179 2.00
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~ Indications of Current Business

Activity

B g

 The following statistical tabulations cover production 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,

&MEPICAN. IRON AND STEEL. INSTITUTE:

* Indrcated Steel operations (percent of capaclty)‘
Equivelent to—

Bteel ingots ang castings produced (net tons)

AMERICAN PETROLEUM INSTITUTE:
Crude oil output—daily average (bbls. of 42 gallons each)

Crude runs to stills—daily average (bbls,)
Gasoline output ' (bbls.) s -
Kerosine output (bbls.)__
Gas oil ‘and distillate {fuel oil output (bbls,)__
Residual fuel o) output  (bbls.) o ... e --De
Btocks at refineries, at bulk terminals, in transit and in pipe lines—
Finished and unfinished gasoline: (bbls.) at, :
Kerosine  (bbls.) at..__.
Gas:oil and distillate fuel oil (bbls.) at
Residual fuel oi] (bbls.) at -

ASSOCIATION OF AMERICAN RAILROADS:
Revenue freight loaded (number of cars)
Revenue freight rec'd from connections (number of cars)_.

CIVIL ENGINEERING CONSTRUCTION, ENGINEERING = NEWS
RECORD: : e
Total U. 8. construction
Private construction
Public construction ..
State and municipal
Federal

COAL OUTPUT (U, 8. BUREAU‘OF MINES):
Bituminous coal and lignite (tons)
Pennsylvania anthracite (tons)
Beehive coke (tons)

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE
BYSTEM--1935-39 |[AVERAGE=100

EDISON ELECTRIC INSTITUTE:
Electric output . (in 000 kwh,)

FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & ‘BRAD-
STREET, INC. .

IRON AGE COMPOSITE PRICES:
' Finishéd -steel ‘(per Ib.)
Plg iron (per gross ton)
Bcrap steel’ (per gross ton)

METAL PRICES (E. & M, J. QUOTATIONS):
Electrolytic copper««
Domestic retinery at,
Export refinery at...___
‘Btraits tin (New York): at.
Lead (New York) at
Lead 8t. Louis) at.
Zinc (East St. Louis) at

-MOODY’S' BOND PRICES DAILY AVERAGES:
U, -8 Govt. Bonds
Average corporate
Aaa

Ag
A

Baa .

Dec,
Dec.
24 Dec:
-Dec,

Dec.

-Dee,
~--Dec,
Dec.

Dec.

~.Dec,

Railroad Group
Public -Utilities Group_
Industrials Group

MOODY’S BOND YIELD DAILY AVERAGES:
T. 8. Govt. Bonds
Average: corporate
Asa 2

Ag
2 A.
o Bea i
<Raflroad. Group
. Public Utilities' Group.

Dec,

Dec..
Dec.
‘Dec,
Dec, |

Industrials Group

#MOODY'’S COMMODITY INDEX. .

NATIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD-
ITY INDEX BY GROUP—1935-39-=100:
-Foods
Fats and oils
Farm products
Cotton
Grains _
. Livestock:
Fuels L
Miscellaneous commoditie
Textiles.
Metals. .
Building ‘materials
Chemicals and drugs
Fertilizer : materials
Fertilizers
Farm machinery
All groups combined

Dec

; NATIONAL PAPERBOARD ASSOCIATION:
Orders : received  (tons)
‘Production  (tons)
‘Percentage “of ‘activity
“Unfilled ‘orders (tons) at,

OIL, PAINT . AND. DRUG . REPORTER PRICE
INDEX-+-1926-36  AVERAGE==100).

r ,WHOLESALEQPRICES?.U. 8. DEPT, LABOR—1926=100:
All' commodities Sk
Farm' products
Foods:. CRR
Hides ‘and’leather products_
Textilei products E X
Fuel and lighting materials.
Metal :and: metal products
Building : materials:
¢~ Chemicals-:and allied’ products
. Housefurnishings goods
Miscellaneous diti

Bpecial groups— -
.'Raw materials ..
Semi-manufactured . articles
Manufactured produects ;
..commodities other +than farm products
A" commodities other than’farm products
*Revised figure,

and foods.

b:/ffraser:stlouisfed.org/

Dec,

..Déc,

Dec:
Dec.
Dec,
Dec.

Latest
" Week

86.6
1,515,400

5,252,739
- 5,104,000
15,705,000
2,485,000
6,337,000
8,580,000

87,608,000
18,127,000
55,032,000
53,318,000

854,159
729,416

$130,139,000
69,218,000
60,921,000
32,424,000
28,497,000

13,495,000
1,198,000
141,000

569

5,367,624

91

3.18925¢
$36.96
$39.75

21.200¢c
21.425¢
80.000¢
15.000¢
14.800c
10.500¢

101.26
110.88
116.22
114.46
108.97
103.80
105.00
112.93
115.24
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236.8
266.0
275.8
336.7
312.7
263.6
198.2
179.2
226.2
159.3
236.7
156.4
137.5
141.1
129.3
220.0

162,012
183,345

100
444,685

Previous
Week

97.8
1,711,400°

5,264,789
5,269,000
16,051,000
2,113,000
6,525,000
8,749,000

86,968,000
19,273,000
58,241,000
55,556,000

878,588
699,898

$95,623,000

29,589,000
66,034,000
37,226,000
28,808,000

13,300,000
1,181,000
#141,600

#508

5,327,470

87

3.18925¢
$36.96
$40.25

21.200¢
21.425¢
80.000¢c

15.000¢" '+

14.800¢
+10.500¢

101,86
111,07
-°116.22
114.66
110,34
. 103,97
105.52
112,93
115.24

O N

Powwwbibwe
[--X=3 Ui O 00 W
Wl-‘is J

o
or
=)
©

229,231
179,582,
98

466,628
150.7

. 161.0
193.6
179.6 -
204,0
145.3
119.4
151.3
187.6
138.4
134.8
120.1

130.0
1573
1533
15374
143.1°

" Month -
Ago
96.3

1,685,200

5,257,100
5,229,000
16,086,000
2,107,000
6,159,000
8,556,000

83,041,000
21,473,000
63,283,000
57,827,000

878,337
714,848

$100,920,000
54,084,000
46,846,000
42,655,000
4,191,000

12,600,000
1,097,000
123,800

380

5,180,496

79

3.18925¢
$36.96
$41.25

21.200¢
21.550¢ :
80.000c
15.000¢
14.800c
10.500¢

101.94
112.19
117.00
115.24
112.37
105.00
107.27
114.08
115,63
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233.6
282.2
261.2
324.8
304.5
2451
198:2
177.9
221.1
159.4
235.4
157.1
136.7
140.6
128.3
2159

154,639
182,686

101
436,819
150.7

1585
186.9
178.0

>

Year
Ago
72.8

1,283,000

4,716,950
4,647,000
15,108,000
1,985,000
5,508,000
7,937,000

88,185,000
18,683,000
64,046,000
55,713,000

828,751
656,741

$26,192,000
46,197,000
39,995,000
37,219,000
2,776,000

13,607,000
1,347,000
78,500

519

4,940,453

27

2.75655¢
$30.14
828,17

19.275¢
19.425¢
'70.000¢
12.550¢
12.350¢
10.500¢

¥

104:09
116.61
121.04
119.20

116.61

110.15
112,56
117:.60
119.82

2.23

167,937
175,640
0

102
571,179
150.3

- 139.7
168.7
161.3
170.7
132.5

96.1
132,97
151.1
125.4
120.0
107.9

154.3
133.7
134.8
7133.4

in cases of quotations, are as of that date) :

Latest
Month

Previous
9 Month
ALUMINUM (BUREAU OF MINES):
Production’ of virgin aluminum in the U.
~Month of October._..
Stocks of aluminum  (end o

ALUMINUM WROUGHT PRODUCTS - (DEPT,
OF COMMERCE)—Month of - October;
Total shipments (thousands of pounds)._...

AMERICAN ' GAS ASSOCIATION—For Month
of ‘October: 3
Total gas sales (M therms)___
Natural gas sales (M therms), .
Manufacturing gas sales (M therms) ..
Mixed gas sales (M therms)

AMERICAN IRON AND STEEL INSTITUTE:
Steel ingots and steel for castings ‘produced
(net tons)—Month of November
Shipments of steel products, including - alloy
and stainless (nct tons)—Month' of Oct..

CIVIL 'ENGINEERING CONSTRUCTION—EN-
GINEERING NEWS RECORD-—Month  of
November; :

Total U. 8. Construction
Private Construetion ..
Public  Construction
State and Municipal® .
Federal = ..

COAL EXPORTS (BUREAU OF MINES)—

Month ‘of October:
U. 8. exports of Pennsylvania anthracite (net
tons)

To North and Central America
To South America (net tons)
To Europe (net tons) ...
To Asia (net tons)..
To. Africa - (net  tons)._

COAL OUTPUT (BUREAU. OF MINES)—
Bituminous coal and lignite (net - tons)—
Menth of ‘November.
Pennsylvania ‘anthracite (net tons)-—Month
of November

S.
oy 43,959
31,876

43,228
54,279

146,602

2,152,536
1,897,564
165,782
89,190

1,984,486
1,772,019
142,193 -

7,249,523
5,681,597

17,560,365
5,118,839

$474,357,000 ' $575,089,000
224,385,000 350,736,000
249,972,000 224,353,000
204,100,000, 193,590,000
145,872,000 30,763,000

829,725

: 855,416
448,288

52,350,000

.4,613,000
570,000

#517,210,000

#5,506,000 -
613,400

COKE (BUREAU OF MINES)-—Month of:Oct,:
Production (net ‘tons)_._ ;
'/ Oven coke (net tons)_.
Beehive coke (net tons)
Oven coke stocks at end of month (net tons)

COMMERCIAL STEEL FORGINGS (DEPT, OF
- COMMERCE)—Month - of September:
Shipments . (short tons) >
Unfilled orders at end of ‘month (short tons)

COTTON ACREAGE ' AND FRODUCTION—
U. S. DEPT.  OF AGRICULTURE-—As of
December '1: L

Acreage
Production; bales lint - _.

‘COTTON SEED — DEPT. OF COMMERCE
Received: at mills’ (tons) Aug. 1 to Nov, 30..
Crushed (tons) Aug. 1 to Nov. 30. ...
Stock (tons) ‘Nov, 30._..:

EMPLOYMENT AND PAYROLL—U, S. DEPT,
"OF . LABOR—Month of September:
Estimated number of production workers in
manufacturing industries—
All manufacturing
Durable goods ...
Non-durable - goods
Employment indexes—
All manufacturing ..
Durable  goods ..
Non-durable ‘goods .
Payroll indexes—
All manufacturing. -...
Durable -goods;. - 3
;' *Non-durable ' goads :
Estimated number of employees |
facturing industries—
All “manufacturing
Durable: goods ...
. Non-durable - goods

FACTORY EARNINGS AND HOURS
' WEEKLY AVERAGE: ESTIMATE — U, -
DEPT, OF. LABOR—Month of Oct.—
Earnings—
All manufacturing,
Durable ‘goods
Non-durable goods
Hours— £y
All"manufacturing
Durable goods .
Non-durable goods _._.
Hourly Earnings-—
All manufacturing ._
Durable : goods ...
Non-durable goods " _

INTERSTATE ' COMMERCE '~ COMMISSION—
- Index of Railway Employment at middle of -
November (1935-39 Average=100)

METAL PRICES. (E, & M. J. QUOTATIONS )~
Average for month of November);
Copper (per pound)—
~ Electrolytic, domestic, refinery._....
Electrolytic, export, refinery..._
Lead (per. pound)— 3
cNew-York ...
. St Louis __.
Silver and Sterling Exchange;
! Silver, New York (per ounce)..___
‘Silver, Logdon (pence per ounce) ..
Sterling Exchange, * “‘Checks”_ i
Tin (per pound)— b
New York Straits. AR
New York, Chinese or 99%
Gold  (per ounce U. S, price)__
. Quicksilver (per flask of 76 pou &
TAntimony (per pound) (E, & M. J.)
Antimony. (per pound) bulk,. Larédo_.
Antimony, (per:.pound)’ bulk New: ¥ork.
Antimony (per. pound), in' cases, Laredo
Antimony  (per pound); :Chinese, Spot...
Platinum, refined, per ounce
fCadmium (per pourd)..._
iCadmium (per pound)
§Cadmium (per pound) . 2
7 Aluminum, 99% plus, ingot ‘(per 15.000¢
Magnesium, ingot (per pound) 20.500¢ -
Zine ‘(per pound)— : ; eyl
East St. Louis 10.500¢.. 30

*Revised ‘figure.. tBaséd onthe pfoducers’ quotation. Based on
of the producers” and platers’- quotations,” . §Based on platers™ quetation.

6,410,643

5,797,269
613,374

1,077,303

#5.978,069
5,396,151
#581,918
1,029,088

108.804
‘617,247

98,009
626,227

21.148,000 .
11,694,000 °

21,147,000
11,505,000

2,452,918
1,094,707
1,457,739

3,106,691
1,691,202
1,515,017

12,833,000
6,481,000
6,352,000

#12,638,000
*6,398,000
#6,240,000

156.7
179.5
138.7

3372+
,3.372.8
3024

- *1543
21772
#136.2

3235
%3575

© 15,197,000 15,593,000
7,880,000 - 7.992.000
7.917,000  7,801.000

$50.97
54.72
47.08

405
41,0
401

$1,257
1,336
1,173

*$50.45
“54.05
46.77

#40.4
#40.6
40.1

#$1,249
#1,331
*1,165

11130.3 11*128.9

21.200¢
21.460c

21.209¢
21.389c

15.000¢
14.800c

15.0000
14:800c

74.625¢ '
7. 45.019¢
' $4.02632

£80.000¢
78.900¢
$35.00
$79.636
36.030c
33.000c

33.500c
Nominal
$62.000
$1.750
$1.775
.$1.800

71.625¢
43.376¢
-$4.02727

80.000c
78.900¢

$35.00
$60.692
35.995¢
33.000¢

33.500¢
Nominal
$60.269
$1.750
$1.775
$1.800"
15.000¢
1.20.500¢

Jjusted- to' include tonnage earmarked for government account,

119,202

70,274 .

92904

<-10:600¢:: ¢

five ‘tons or ‘more but less than’carload Tot, packed in. cases, f.0.b. New York. 7
t1Preliminary figures.

138,767

2,041,981
1,795,848
160,422
85,713

6,457,771
5,675,339

$275,825,000
134,728,000
141,097,008
86,106,000
54,991,000

545,500
524,949

37,501,000

4,975,000
372,100

6,119,100

5,545,200
573,906

1,120,261

. 101,987
670,523

17,615,000
8,640,000

2,336,828
1,356,986
1,097,648

12,244,000
6,249,000
5,995,008

149.5
173.1
130.9

290.3
323.3.
258.3

15,035,008
7,590,008
7,445,000

17.036¢
17.619¢

10.437¢"
102876

90.125¢
56.5006
$4.02973

- 64,522¢"
63.647¢"
$35.00"
$89.391.
22.125¢:
20.761¢:

Nominal-
$68.957
$1.256.
$1.275
31.300
15.000¢ '
20.500¢

10,1266
the average:
{Domestic,
EAG—
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Observations
(Continued from-page 5) ;
merely reflects the twin opinions of the marginal most optimistic non-
owner and the - least optimistic ‘owner. It seems to: me that this
fallacy applies likewise to the ratio techniques as-actually practised
by both Mr. Molyodovsky and Mr. Mindell.

Merely the Lesser. of Several Evils
And from close and long scrutiny of the writings and other dis-
,cussion by advocates of the “internal”’ market approach, I am con-
stantly forced to the conclusion that their motivation “is escapism
from other recognizedly abortive forecasting tools. 4

In their sub-section, “Stock Prices and Business Conditions,” our

authors point out even more emphatically than have I—and with
. citations from Burns and Mitchell and Harold T. Davis—the com-
plexity and individuality of business cycles, the hazards, if not im-
possibility, of determining cyclical points of stock prices from cyclical
economic developments; the difficulty of relating stock prices  to
current (italics mine) dividends or earnings; and the general diver-
gence between bebavior of “the stock market” and business condi-
tions. But they then voice the conclusions (with italics theirs),

_ which seems 1o embody the crux of our differences. - They
maintain, quoting Davis: “Hence, with present data, it would seem
that any theory of forecasting market ‘action would necessarily be
_an internal theory,” and their own similar conclusion follows. namely
that “a study of structural changes in the internal relations of the
market can detect the probability of impending trend changes. For once
we know how to isolate the elements out of which the trends are
built, we are no longer helpless in determining the tim.ng of their
reversals.” &

This seems to me to (1) grossly beg the entire question, de-
spite attempted analogies ‘with  historical progress in physics
or the scientific medical achievements of the Mayo clinic; and (2)
in any event trznsfer their ‘discussion into the sphere of speculation
(“beating the market”) rather than the field of the “investment de-
cisions” which they initially stated constitutes the premise of their
approach, Contrary to that agreed-on premise of investment, appar-

ently they have instead steered the discussion to the relatively narrow |-

question of whether it is possible to forecast the price behavior of
the stock market and, if so, whether their internal approach is the
most logical. ;

With the “disclaimer” that this is wholly irrelevant to a dis-
cussion of investing policy, I would gratuitously offer my incidental
conviction that it is not possible to forecast the stock market by their
or any other approach,

: : Timing and Peace of Mind

Of course, as Molodovsky-Mindell say, “the selection of an anpro-
priate’ moment for the execution of'a decision to buy or sell can
mean large differences in dollars and cents.” But so does the selec-
tion of an appropriate horse or roulette number lead to profit—but
they are activities recognized as irrelevant to investing, The con-
fusion of Messrs. Mindell and Molodovsky on this is illustrated 'in
their portrayal of the hardships befalling the investor in their ‘pol-
lowing passage: ' g : ; ] v,

; “A stock “which looks undervalued "by the market can
well remain so for a long time to come; and’ when it appears
overvalued, it might still soar to much greater heights. If

- ‘an investor [italics mine] is guided solely by values, he may
remain out of the market during the most profitable period
of a rise, and reenter ‘it long before the downtrend is re-
versed, suffering heavy losses. It is small comfort to:him
to know that, although the going price for a stock he bought
is 509% ‘below the price he paid, he has a ‘bargain’ in terms
of ‘Intrinsic Value’.” ;

This great concern over the security holder’s discomfort resulting
from disparity between his stock’s value and its fluctuating market
price seems. to indicate complete misconception over the aims which
the “investor” sheuld have in practice or theory.

X Affirmative Investing Principles

Is an investor, any more than the buyer of real estate, or a
farm, or ordinary private business, to look for continuing market-
casbability-without-loss and entitled to value in the form of pro-
tection of capital in addition to a return on his money  sufficient
to compensate him for the risk and use of his money? If Messrs, Min-
dell and Molodovsky agree that he cannot have both, they must
decide which is preferable and attainable. But above all, they must
leave speculation to the speculators, and not mix liquidity-preference
with investing,

! 1. definitely do not wish to-tie my commentary to theoretical
dialectics about 1he detinition of investment and speculation, or about
intrinsic value concepts; but rather to set forth a set of principles
that are at the same time logical, empirically defensible, and prac-
ticable for hard-boiled, material purposes. The connotation: with
speculatiqn is distinetly secondary, but long experience in the field
has convinced me that a sound investment usually happens to turn

out as also a gcod speculation. But that speculative consideration

must be kept ’'way in the.background, or entirely - disregarded, {0
avoid confusion.
Similarly, a2
vidual issues is 2 better tool than are charts for judging the over--or
updernpricing ‘of the market as a. whole-.(but not its future, of course).
o i d i  “The Margin of Safety. i AT
. . While space necessitates deferment of the detailing of my affirm-
ative eredo. until ‘next.week’s: column, I:must here : emphasize::the

" pasie- real and -practical difference between the market:approach

- and -any- werthwhile  efforts to appraise- the . long-term:; worth.of ‘a.
share:in: a-_busineSS.,s,;This- is the .margin .of safety which can:be
\ mcl'uded‘mth.the- business - appraisal--method.:: Of . course,. any: ap-
praisal pf a " seeurity’s  'worth, as of real. estate, involves .certain
- assumptions.about the future, as.of. its .earning power; business:com-
petition and extensive elements like the interest fates. But in the first
place; such elements- of -forecasting are necessary-and: incidental: to

_ the study and appraisal of the property’s worth as.a going .concern,

and in the second place, the.investor-can:keep:a: concrete: margin:
of safety, to compensate for blind spots, imponderables and other
errors,
he is willing to pay. On the: other hand,-in-predicting the course- of
‘the market as a.whole —a la Molodovsky-Mindell: or - otherwise —
whether it is ‘about:to move up or down, surely  no- such. safety

. backlog can, be claimed. -

While poetic justice is probably not the reason for the greater
rewards for the constructive effort- expended: in business-like ap-

pitized for FRASER
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-would go along with

sound investment appraisal of a number: of indi-:

in his-appraisal- work; by reducing the purchase. price 'which |’

praisal ‘of  specitic J'cOmpaniés,«‘as';. contrasted “with. the easier. and
more interesting game.of market p!

to work out that the virtue' of
satisfactory material renumeration. -

Hard-Boiled Credo

My -hard-boiled : businesslike investing procedure does not. in-|

volve the use.of any formula—whether. simple arithmetic or advanced
caleulus—nor  does ‘the ‘approach involve either functioning or lan-
guage that is complicated.’ B !
One major premise: isthat there is no semblance of logic for
an investor to: gauge the .value of a stock according to, past or
future intrinsic factors as earnings, -or general business:, or .other
extrinsic events, of only ‘one, two, or: three years’ duration; that so to
do is to try to outguess the crowd, to tind some sucker to take the
security off one’s hands at an unduly. high- prige, or misguidedly
{0 buy from him at a too low, price, /" A Eangrss e R
Thus it is that there is such ‘Wwidespread nioyance. with ‘recent
market action :or its almost. unprecedented- intelligence- in- being
afraid of capitalizing the current above-average ‘earnings.
Another basic caveat would: be to avoid looking ac the price:c’
an individual security or of the market as a- whole until after one has
made one’s own appraisal independently—just as an appraiser;.nor-=
mally calculates the worth: of a piece’of real estate without cogniz-
ance of price—or ‘of ‘what the: smart-operators are going to do later
about taking it off one’s hands. : sl 4
Affirmatively and concretely, the: present worth of a common.
stock should be  estimated by: eapitalizing its: carefully-deter—ire
long-term average dividend 7at:a rate embodying the going yield of
riskless interest as the rental % ue of the invested principal, plus an
increment for amortization iof- the .risk involved. Calculated with
that approach, a cost yielding an average dividend expeetancy of
6% % would roughly permit complete amortization of . the invest-
ment in 25 years, and leave the buyer with the property and working
capital without charge. Or looked at from a different angle, wtu
a 61 % median yield backed by a strong asset position and gener-
ally favorable concomitants, the buyer can figure that he w.11 be
getting fair rental for his money plus an indeterminable incremen
of return rahging somewhere around the other 3% %. /
: Realism

This realistic:approach is of course flexible and does not provide
slide rule figures:for determining three:decimal-place prices; ‘earn-
ings-ratios, nor working-capital:figures.  But it does require judg-
ment and relevant researchwhich:4o- this-writer seem to be:more
businesslike and more: realistic’ than engagement in mathematica
analyses of market “structures” and “trends.” :

In next week’s column we shall specifically - detail : such

| appraisal procedure, working out estimates -of the worth of actua

securities; and show. also how the- risks of ‘business and economi:
elements can be ‘guarded against. PR
! Basically, irrespective of the matter of definition of investment
as opposed to speculation, which may be put aside as secondary; our
process is centered on gaining actual return directly from the prop-
erty, not from the market decisions of other individuals, Qur capital
earns its profit: through continuing return  from property -and not
from expectations of resale, N LRy

A word should be added in ‘conclusion about the possible com-.
bined use of various approaches like ¢tools.” - It seems to me tha*

th's kind of conclusion merely quibbles and beelouds the issues, . One-{-

must decide as to the validity of individual approaches and principles
according to relative importance: .« :

: This does not mean that one’s;eyes. hould :be dogmatically shut
against looking at all market phenomena:.. For example; the writel
ratio principle to-the extent of noting a highly
abnormal price-earnings ratio for-a stock as a ‘warning to investioate
the existence for generally: unrealized factors - (but not to assume
that they justify the market Erici)'. i

Terminology and Fantasy

Messrs. Mindell and Molodovsky: say that my suspicions have
been aroused because students of Internal Evidence use terminology
which is unfamiliar to me; and point to the coining of terms. anc
esoteric. language employed in any form of scientific research; in
chemistry, navigation, statistics, and in medical practice.

Actually, the question at issue seems not to be concerned with
the use of technical terms as an efficient short-cut “to avert end-
less repetitions of elementary fundamentals”; in which usage they
quite properly engage. ‘The further major practice I do point to as
highly significant and quite basic in their thesis, is their distortion
of lay terms. This they do, along with other market technicians.
not even merely to fit special definitions, but seemingly: as fluid
expressions of their subjective concepts. - Let us remember - tha
statisties constitute facts; their proper use knowledge, It appears
to me to be not a question of the proper use of language—or even
whether it is being used scientifically: or artistically—but ‘of  the
language disclosing the presence of varying extremes of fantasy:
present in the mind of the user. :

A very simple example of this-is the widespread use of the term
“gelling -climax.” - To the. unscientific. observer: Lke myself this
would be a descriptive term historically denoting:that-a stock:price
decline ended with a high volume. But to attach:scientific”: conno-
tations of precision, recurrence;: or=a truth: of - nature; - constitutes
iguestion-begging-at leastii: <o win it D g

And consider-such ‘expressions as: {dangerous dnternal tensions.
in the market”; “gradual:corrasion.of ‘the ‘market’s structure”; “the

wnderlying structural.relations which are the. materials out;of which'|:
drends are built?;“the:brief recovery awas not 'of-anrorganiesmature:y:
gof “the market,: but :seemed 1y

it «did not spring. from-the:inner:depth 1 :
to.reflect pump-priming: efforts”;“internal resistance-of 1the;market’?
‘or- the market’s head:andshoulders: ‘envisaged by the Dow:theorists

Is the following. concept of.price, behavior:’récerxtlyfsvcomineduin @ .

widely-distributed:” service: seientific?; “the: measurements ;‘on - our
;graph might. be- compared: to“the evidence provided: by ‘a‘baremeter:

‘When a barometer falls; the ‘experieneed. man‘.reeognizesfthat'condi-;

{tions preceding -a stormexist.; Sometimes; however, a weather: front
moues along, Storm- conditions.:dissinate, and ;ﬁhe,sun,,conws"v.qut
again. . (All italics:mine.) > ‘And-'so-on, cumulatively, at even dizzier
levels of fantasy. . | : : i A
e g Hearing' Stock Market Symphonies
nalistic: criticism .of. music. . Like:the above-cited market vyrjt_ing;it.
is-not a question of the reader using a glossary for definition. of.

| technical terms, but of indicating the progressive subjective emeotioral

building-up of {antasy. In both fields the . language discloses the’
complete- unreality of ‘the generating ‘thought. ! i

ophecy; in'practice it does happen::
the former is rewarded: by more;

This appears o me to contain -a:val:id analogy with prevalent jour=1

] v Db, g ling T - P ‘.r‘ 2
Adolescent Amenca-
Awake and Challenge
(Continued from page 3)~

took 9, in - prewar  Germany.
Sixty work-hours go into an aver-*
age radio made in a TUnited States
factory; 171 in Great Britain; 202
in Sweden. A United States-coal
miner, using American . methods#
and; machinery, produces -more
than 7 times as much coal as a
Russian miner in.a given time.An . |

| American farmer, using American
‘ power-driven equipmeat, produces ...

‘41, times more -than’ a Russian
farmer. An American steel worker
produces; -as; much steel as three

!Russians. .. . .-

" Onir: present. :farm.;.wealth of
about. $111. billion; twice the 1940
figures, is far greater taan the en-
tire wealth of many industrial na-
{ions.  Farm cash income for 1947
should ::be around. $29 -billion 'as
against $25 billion ia 1946 and $12
billion in:1929. . This. is food and
purchasing power for hundreds of
millions of people. e
Only 6% of the world’s popu-,
lation lives in the United States,”
which including the territories and
possessions comprises but 7% of
the total world land area. Yet,
these people use:72% of all the?
automobiles ‘made in the world,
429 of the radios, 54% of the re=
frigerators. - In mormal times, we
consume. 65% of the world’s silk,
35%_of the wool, 22% of the cot-
ton.. We have about 35% of the
world’s proved oil reserves and
50%:- of the:known coal reserves.*
Estimates of the volume of iron
ore lying in American earth vary
{rom 25% to 50% of the world’s
store. The United Stales, which+
must’ import virtually- all its tin,
turns out :85% . of all the food:in!
the world ‘preserved in tin cans.
Over half of all the tires in the
world are - American made, - al-
though' there is not'a“single rub-
ber-tree . plantation - within -our
borders! : i ;
Our resources for production of
electrical - energy ' generated by
gas; coal, oil and water power are '
unparalleled and bid fair to equal
a1l that is generated in the rest of
the: -world. - Yet this  dominant
power-of’ production is of no use
to us unless we can preserve the
form of government uader which
we achieved this world superior~
ity. The question thus follows:
Are we threatened, and if so; how?

Challenge of Russia to. America

Russia threw off the Tartar or
Mongol yoke in the 15th Century
under Ivan the Great, whose son;
Ivan the Terrible in the 16th Cen-
tury conguered Siberia and opened
trade with England. Modern Rus-
sia begins with Peter the Great
in 1689. In 1904 and 1905 came
the impact of revolutionary forces
and the defeat by Japan. The first
representative: assemb ly, The
Duma, was held in ‘March, 1906.
This ‘was virtually wrecked in
November, 1917 by the Bolsheviki.
Thus the Soviet Union as a people
are still far from political matuure:
ity. - That :its present jeadership
should- have been” brought dinfo
power by ‘a cataclysmic: battle-for
freedom.is an unutterable tragedy

1:* Rissia’s limitations are.congeni=

ars, n’ Collabora- -
tion - with States . understanding -,
hasic! liberties won -hundreds=of. ..
years ago. Ivan'the Terrible and.

greatest of all

| Peter ‘the -Great are ‘still the im-"
- | mediate. forefathers. of “Russia, as, |

against ‘our. Thomas Jefferson and.; .|
Abraham LARCOLR. = w2 i i i o
*America’s faith’ in the survival
of freedom-the late Fraaklin D, ' |

Roosevelt expounded with youth-
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ful ‘ardor to a Tartar, who as al
:despot . knows: only - to conquer,
-exploit, and crucify. R i
! The war' gave Stalin the tech-
‘nique ‘of -the ‘Western States, but
‘left his - despotic political philos-
“ophy: of ‘the :Midde Ages un-
‘touched. - Here  is: a malignant
‘anachronism- that cannot assimi-
‘late the charecter of a modern
‘enlightened age. The Soviet Union
'hgs been - instructed by Stalin,
'Hltler,rMuss,olini——a trio of would-
conquerers that = represent
‘mutation . or breakdown in  the
-*growth-and- development of our
modern world," This America
‘must’ challenge.
", The tensity of Russia’s growing
“intransigence highlights all con-
-temporaneous  discussions of our
. relations.” An example is Russia’s
Summary - occupation of - Poland
3 and'its transfer of all the German
,terrltory east of the Neisse River
. .to Poland. This was in violation
Jof Prior- agreements and caused
. President Truman to ask how the
;reparation - issue ‘could  ever be
_fettled, ““if part of the German
" _territory is gone before we reach
.;an agreement on what reparation
“would be,” " .
. Former' Secretary of State,
.James F, Byrnes, comments. in his
:book “Speaking Frankly,” on the
threat to. peace the Soviet Union
“ would make- by refusing to join
; the Allies in concluding 3.German
. beace treaty. and withdraw . its
.troops from Germany. The “Times”
-« 0f London remarked that “this
: seems little better than a simple
- recipe. for Warde mt e
i The _late President Roosevelt
+ earnestly and vociferously - cham-
“i(.med a ‘free Poland.” This posi=
< tion was reenforced by . Prime
" Minister Chuchill who said: “Our
~interest in Poland is one of honor.
-+ Havirg drawn the sword in: behalf
< of Poland against Hitler's brutal
- attack, we could never be content
with ' any solution’'that did not
- leave Poland a free and inde-
- Pendent sovereign state.” Marshall
Stalin displaying great . earnest-
- ness replied: “For the Russian peo~
"% ple, the question of Poland is ot
-«nly.a question of honor but. also
& question of security . .. Twice
= in the last- 30 years. our eénemies,
the Germans, have-passed through
i this corridor. . . . It is necessary
- that Poland should be free inde-
- perdent in power. Therefore, it is
! nct only a question-of honor but
i of life and death for: the Soviet
! state.” :
.. Solemn’ . pledged conferences
- kave no‘meaning to Asiatic over—
= lords, and never did have. . The
fate of the world hangs in the
" balance" as- history repeats itself
* in the various empires where des-
* potism ‘and military power be-
' come ascendant, followed by de-
..cline.  We have witnessed that
* process with mighty England, that
. held sway for centuries. America
- was the first diamond to be taken
i from the proud imperial crown in
1776, 2nd today England is only
¢ an embattled island in a mighty
. fea of imperial ‘tolerance., Amer-
- ica now is to take England’s place
. through democratic' processes 'in
- the ‘“course of empires,” which
¢ Russia now challenges.

World' history: bristles with the
“Man on Horseback” who emerges
-as ‘a “sordid - conquerer out of

. idealistic’ defensive war- for the
; ~freedom of the people. Now Rus-
- sia falls into the course of history,
¢ with Stalin the equestrian, Alas,
. this Is still Hitler's maniacal war
", and he can still win it if we do.
Ty L0t :
-There ; is: little: precedent - to
.. guide us .in  politics, history, fi-
7 -nance or. economics. - The Soviet
. Union ' has  definitely broken its
“. pledges: -Nowhere. on their wide
. perimeter of geographical contacts
-+..have they failed to use every sub-
. tle political machination to obtain
.- control of peoples .and. territory
'..."and bind: them to their great com-
-» .munistic: influences. - The eastern
» lands.and peoples of China, Man-
.“churia and Korea are.on the verge

o'tu(wllapsev into. the.Soviet: orbit.
A BR AN A ’ R
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‘Along ‘the Middle East powerful

influences to the same end are at
work...To the west those nations
that we fought for with Russia,
so that the might enjoy freedom—
Poland, Finland, Hungary, Czech-
oslovakia, Yugoslavia, Bulgaria,
and ' Roumania -~ are helplessly
under the directing influence of
the Soviet Union; Austria, Greece;
France and Italy hover on tne
brink.

Challenge of America to tﬁe
Soviet Union

The challenge of America to
the Soviet Union 'is confined to
an unalterable decision to resist
any attempt  to prevent democs:
ratization.  of Western Europe,
and to' resist any further en-
croachment inconsistent with the
faithful execution  of the agree-
ments made: with' Great Britain
and ' ourselves ' to go into effect
at the end of the war, :

The Soviet Union is not ready
for: war and does not want -it. Her
vyounds—economic, industrial, and

therwise—are wide and. deep.

‘he needs peace for a long period
‘0. rectore her national resources
and.vigor, But in her concept of
Asiatic diplomacy to push and ac-
juire, at any cost even of “losing
ace” diplomatically, .as a funda-
nental policy of her trained dip-
‘omats. Her system of penetration
Yy nefarious. methods has been
perfected by long experience; Des-
potism' can survive only by “ex-
'ans’on, consolidation and further
‘ntensification . of power. Like a
“olling hoop, it must g0 on or fall.:

A breath of freedom-or of self-

'etg:rmination is' -anathema ' to
l;elr very existence. The Soviet
AP
hey can counter with their-own
tomic . bomb+ No instinet:-of
wmanity would deter them:from:-

mmediate ‘and -destructive pur-:

Joses - if ‘need be. Time works
'gainst us in that we have abiding:
aith that our high motives will
%e met: with cooperation. The
oviet Union must be made to de-
.ide whether they will accept our
international doctrines as to’ con=
2lnment of the Soviet Union, or
n continuing their policy of sub-
‘erfuge and subtle penetration ac-
ept the inevitable challenge of
war! £

We are confronted with a “fait
ccompli” in the Eastern nations
f Europe bordering on Russia;
which have  been politically . and
orcibly taken over. Europe and
Asia, ‘with more. than a billion. in-

1abitants, are ready. prey.for the|

3oviet Union as eligible for en-
‘ompassment.  With Russia’s
mighty power and incomparable
‘echnique of penetration, America
dare not tarry or falter. )
In France and Italy the com-
mrnists  in substantial numbers
influence labor and foment strikes
that ultimately bring chaos to the
.jovernment and cause its down-
all.  England alone cannot long
remain England. The ocean today
is a narrow strait; Europe and
Asia under control of the Soviet
would leave us an impotent island
".a communistic world, It is
adolescent for America to have re-
mained asleep so long and failed

| to see the mighty sea of a foreign

volitical brew that is forming in
1 mighty tidal wave to engulf us
—the final end of the “cold war”
*hat bridged the gap between Hit-
ler’s exit and Stalin’s entre!: We
cannot but stand firm and resolve
‘hat that sea shall go.no further
and, unlike that poetical and his-

'torical precedent of King Canute,

We cannot fail. We have the power
and- the resources of production
that are now mightier than fleets;,
armies and gold i

This. is an issue we should press
forthwith and settle for all time.
The Soviet Unioa cannot meet us
today—they need years. . America
as a nation is not allergic to for-
eign propaganda, due' to immuni-
zation over many years. There-
fore .we can understand how the
areas’ abroad, by reason of their
past. history .and their present
state of economic inadequacy, are

ion is fearful of a clash ‘before

.uscepab.e to  tue communistic
virus.' The danger is serious that
zven with the 'withdrawal of the
Soviet armies from 'the territory
still free, a. great' number of the
people: will « be affected by the
communistic.doctrines.

America’s Inescapable Task

A grave catastrophe may be
closer than .we care to' believe,

.| while the immensity of the crises

may be under-estimated. A trem-
ulous approacn - to a great war,
and »a “tremulous  approach to a
great:peace, are the basic weak-
nesses -of -a ‘democracy. ' Czecho-
slovakia,. "‘Munich, Pearl Harbor,
Yalta and Russia should teach us
to “guard “against these failings.
To win the war and lose the peace
has.now:become a chronic defect
of our’powerful ‘democracy.
Wilson failed after World War
I.to give France the Rhine for her
border ' as “Clemenceau pleaded;
instead -he -brought into being a
shadowy; Covenant of the League
of Nations,” Wilson as a learned
student of constitutional law was
pilloried by the constitutional
power:given to the Senate to re-
ject a foreign treaty by the con-
currence of two-thirds of the Sen-
ators. present. That impasse was
avoided at the Dumbarton Oaks
Conference in the autumn of 1944
when the United States agreed in
response to-the insistence of the
Soviet delegation that all deci-
sions in the Security Council must
be by a-unanimous vote of the
Major-powers. "This was followed
up-by -agreeing ourselves that no
decision: committing our military
forees:-ta:.action' can be binding
without sour.consent. p
‘"We'iare: thus confronted in the
‘event of war with modern instru-
‘ments:-of ‘gargantuan destructive-
ness:“None of this may happen,
yet-allof it is imminent. We must
actdecisevly-and firmly now at
-a calculated cost, against the pos-
sibility -of ‘a “disaster beyond cal-

volVes the:downfall. of the Amer-
ican Republic and of western civ-
ilization, :

What Is the Cost?

In this calculated cost we must
figure what proportion we can
give of what we have, not in stark
dollars, for the enterprise assured
or saved cannot be computed in
dollars. Our basic. .wealth and
power of production should enable
us to furnish the nations of Eu-
rope that are to remain free with
the means for financial and indus-
trial reconstruction. This should,
in. the course of three or four
years, bring about a balanced and
prosperous - economy. - The  ap-
proach -of our government has
been mon-political, and the Mar-
shall and Krug Reports have been
long awaited as a well analyzed
engineering program rather than
an. emotional surge to feed the
starving. This is a production and
reconstruction problem, and un-
less so treated will mean: only
temporary relief.

The Krug report offers a fun-
damental concept oi what we can
afford to give without affecting
our own needs of production ani
supply, It states that our unprec-
edented economic activity “has re-
sulted in the attainment of a gross
national product, or total value of
final ‘goods and services produced
or in process, of $204 billion in
1946 and a rate of $225 billion an-
nually for. the first six months of
1947.?

While no money amount of this
program was ' mentioned in “the
Report: of Mr. Krug, he told a
newspaper conference October 18
that ‘his committee had weighed
the nation’s resources against a
possible foreign aid program of
$20 billion  over the next four
years. That would have been less
than 2% per annum of that pro-
duction: without giving any credit
for payment or return shipment.

In speaking of the effect on the
economy of ‘the United" States,
Secretary Krug cautions that we
| “cannot long underwrite the ma-

culation or appraisement. This in- |

terial deficits of other nations
without serious impacts upon its
economy and is resources.” On the
other hand, he points out that the
American economy could be plas-
tic as proven by war experience
and “what we as a nation can do
depends in great measure on what
we set out to do.” He concludes,
“that a plan of foreign rehabili-
tation would pay for itself if
geared to the objective of getting
the world economy off dead-cen-
ter and restoring normal trade.”

The Inevitable Alternatives

We must. practice the Good
Samaritan in order to save the
land from the disaster of hunger

Hitler’s prototype awaits the fatal
hour {o take over. That region is
poor because they have no pro-
duction or ‘tools of production,
Food, energy, machinery, and con-
certed purposes are lacking—in
accordance with Hitler’s diabolical
planning.: We are literally blessed
with' plenty, amidst gaunt and
impoverished = economiés ‘abroad.

If we fail, the loss would be a
mortal casualty. As fast as a na-
tion° would succumb it would be
taken over by Stalin’s’ invidous
and subtle processes, the *people’s
democratic party” (with his Min-
ister of the Interior commanding
the police), and become our enemy
in being. Ag this continued, those
remaining would become vulner-
able, until we ‘'would have given
the world over to Hitler’s succes-
sor To avoid this supreme ca-
tastrophe we must give or loan
a part of that with which we have
been blessed. We cannot ask the
fallen for' compensation until they
are restored to the potentiality of
production.

Are we faced with the reality
of Oswald Spengler’s thesis in his
book “Decline of the West” that
the Western World, Europe and

and lack of production for which | H

America are ‘ripe for the final
transformation and alignment of
their present power, and will be
prepared in three or four centuries
for stagnation and decay? = Will
the “proletarian revolution”
prophesized by Carl Marx, typi-
fied in Russia’s status, mean her
emergence as the dominant power
in the world?

Arnold J, Toynbee, our modern
prophet of history, advances the
thesis that while western man and
his works are no more invulner- '
able than the Aztecs, Incas. Su-
merians, and Hittities, 'that as
races have disappeared, we are,
nevertheless, still masters of our
fate despite historical precedent,
e questions whether the United
States and  the other western
countries can manage-to cooper-
ate with the Soviet Union through
the United Nations. Unlike Speng-~
ler, he does not feel the inevit«
ability of the decline of western
culture, since “we ‘are not just at
the ‘mercy of an inexorable fate.”
Indeed the inevitable path is be-
fore us and we must take it with:
courage and determination,  In
this we must be invincible! :

In a letter by this writer ap-
pearing in the editorial page of
the New York “Times” of Oct. 13,
1938, - decrying - the Chamberlain
beace with Hitler, it was stated:
“The tolerarice of disorderly and
degenerate moral processes in any
nation is a danger to the world at
large. The tolerance of one graye
injustice speedily brings another,
which, unrestrained . speeds  a
host onward for brutal and ego-
tistical supremary. ; . | Decadence
works insidiously among peoples
that are free as well as among
those that are not free.”

We cannot fail posterity—with-
out throwing the free world into
the maw of the medieval Moloch

that seeks to devour and destroy.
us!

bring about this greater produc-
tivity; it has been contributed by
the injection of more and more
capital.  Two points may be made
in  response to that  assertion.
First, the point of equity is not
impress.ve if we recall that the
accumulations of capital over the
years —have in. fact -involved
deprivations of the rank-and-file
worker. = His children may now
with reason expect to benefit from
the fruitfulness derived from that
contribution. . But, second,  and
most - important, is the strictly
operational point that whether or
not. the worker is entitled in any
abstract sense to. the enlarged
product, the system cannot g0 on
progressing or even functioning
efficiently unless its expanding
product goes to all potential con-
sumers. In a rich nation, the gap
between the actual consumer sat-
isfactions at the top and the bot-
tom is bound to narrow. Real
wages rise, whereas the rate of
return on capital would normally
fall in response to competitive
forces as. its ratio to the number
of workers rises.

To Achieve Its Maximum, Produc-
tion Must Anticipate Consumer
Responses

Maximum production; like
maximum employment, is a com-
plex term. Just as the effort to
define ma ximum employment
must strike a balance of individ-
uals’ preferences between '‘work
and leisure, so maximum produc-
tion must strike a balance of pref-
erences between the public’s de-
sire for one type of goods and. its
desire for another type of goods:
In the final analysis, whether we
increase the supply of houses
more rapidly or more slowly than
we increase the supply of mar-
ginal house furnishings such as

radios and television sets, is or

should be a matter of consumer

Sees Prosperity Not Cerfain
Without Price'(.'omp_etition

(Continued from page 2)

needs and' preferences. Even
with abundant purchasing power,
the execution of a bold design for
maximum production depends
upon getting as much insight as
possible into consumers’ real de-
sires and relative preferences,
since these determine the willing-
ness of buyers to release their
dollars on the market—and to go
on working to get more dollars.
This tells the producers where to
go forward and where to hold
back. ; !

It is not enough to say that our
private ‘enterprise system will be
So aware of consumer desires that
it will automatically build up the
appropriate productive facilities,
confident that a remunerative
market will be forthcoming, and
that this in turn will enable pro-
ducers to supply. the employment
opportunities ‘out of which the
necessary consumer incomes will
be generated,  To an extent this ‘
is true, but we cannot afford to
assume that it will be so com-
pletely true that we shall move
from  the high activity of _the
present period on to a sustained
level of production in which our
resources are - adequately em-
ployed year in and year out. ;

In recent years, there is evi-
dence that due to the ‘“round-
about” methods of production,
requiring heavy investment " in
capital equipment  to produce
goods for markets remote in time
and space, ser.ous imbalance of
supply and demand often results.
In other words. the so-called free
market is neither 'as responsive
nor as dependable a guide to pro-
duction as it was in a simpler
economy.

Practical businessmen and ana-
lytical = economists have never
been quite’'able to decide on the

and consumption.y’»:l’—j_Wh-ich came
(Continued on page 40)

true relationship~ of production ;..
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first—the hen or the egg? Natu-
rally, we must produce before we
«can consume, But it is the urge
to consume that sets us at work
producing.. With the growth of
‘large, complex, and round-about
“processes of industrial production,
. "the consumer certainly  does. be-
‘come a less direct personal de-
jtgrminant than - he -was  under
simple conditions when the hunter
“went out to kill the meat for his
‘dinner and provide the skins and
“$urs for his clothing., '~ The pro-
“ducer - undertakes - provision: ' of
“what exper.ence or analysis leads
“him 'to believe he can. persuade
' the consumer: to buy; ‘he.specu-
jates ‘as to the demand and as-
sumes. the risk of an :uncertain

market, Then the worker:seeks:a.

- place to sell his labor. to. get the

“dollars to buy what he wants or{

canbe sold.. The enterprising.pro=
~ducer both stimulates: and, ‘guides
;. consumers, i

. We are still in a somewhat ab-
~mnormal, certainly unstabilized,
" type of = production activity, in
which we are making up the de-
" Ficiencies in durable. goods, par-
“ticularly consumer. durables,
~which had ~accumulated: ‘during
¢ the war period and the preceding
- depression. ' Present .production,
likewise, is going into military
preparedness and foreign: aid. to
“an extent which would not be
~¥ound /in a true peacetime: econ-
omy. We might continue maxi-
anum employment:and high pro-
. duction on- these somewhat arti-
ficial props through 1948 or even
- fonger. But it would be improvi-
dent for us to fail during this in-
terval to consider soberly and to.
“provide prudently for the pattern
of reciprocally balanced consump-
tion and production which' could
reasonably be expected to become
established thereafter and which,
- ~eould be maintained on.a stable
11 pASIS R bt e s e
. Private. Produetion,
: - ‘mand, and the Role ‘of
¥ Government

* . The Employment Act of 1946 in
¢ dts dec}‘a,ration of policy explicitly

embodies the propesition that the
* system- of freé competitive enter-
/ ‘prise’in: which ‘we live is to:.be
- ‘maintained. This intention is im-
plicit in the whole’ structure of
 %he " act ‘and. was ' emphasized
- throughout 'its. legislative. history:

' ‘The Council ‘reaffirmed and'ex-

- -pounded this"‘philosophy -in -its
! first annual report and has.em-
phasized it at many points in this
xeport. : . i
But the Employment Act does
not limit its purposes or our re-
sponsibilities to the carrying out
of this intention. The declaration
© of policy in the Employment ‘Act
fikewise affirms— :
the continuing policy and’ re-
sponsibility of the Federal Gov-
ernment to use:all practicable
means consistent with its needs
and obligations and other- es-
sential considerations of national
policy ..-. . to coordinate ‘and
utilize all its plans, functions,
and resources, for the purpose
of creating and maintaining . ..
conditions  under: which ' there
will be afforded useful employ+
ment apportunities, - including
self-employment, for those able,
willing; ‘and seeking ‘to work,
and to promote maximum  em-
.. ployment, production, and pur-
. chasing power.. - At By
*“This statement per. se does not
involve precommitment to an ex-
panding role ‘for government at
%he expense -of voluntary: initia-

.: tive:  But it does.involve frank

recognition' that. the government
- accepts-a complementary. role in

.. =+ areasi:where; ~or. in. timés:when, |,

. “private enterprise fails to provide

- adequate productive ‘use of 'the

-~ mation’s.xgsources.

From_our. 6conomic analysis of

<

 fore, becomes this:

sustained.. maximum  production,
we have concluded that. we have
reached a state of -the industrial
arts where the full utilization of
our resources makes possible and
will call for the increasing enjoy-
ment of satisfactions that go be-
yond merely ‘“keeping body ‘and
soul. together.” ' The expectation
that keeping our resources vigor-
ously and steadily in use would
give us not merely  more adeguate
food, clothing, and shelter for. the
lower’ ranks. of workers, but alsc
reveal much reserve productivity
to raise the level of health care
and culture activities- for all but
the presert top-income layers, who'
are already’ well supplied, raises
‘the question of how far private
enterprise ‘will -cultivate the total
field ‘and - particularly - this latter
area.

The ' United: States has - néVé}‘

‘barred, private -enterprise. from

running private:schools, from law
and medicine to dancing and mod-
eling. ‘We have never, except in
time of war scarcity, deterred pri-
vate . promoters from -developing
any -legitimate amusement enter-
prise. Nor have we barred private
physicians, dentists, or oculists
from developing the private prac-
tice of their profession, provided
they -met . suitable standards of
competence . formulated by their
own craft. On the other hand, in

none of these areas has the pub-|g

lic enterprise of local community,
state agency, or-the Federal Gov-
ernment hesitated  to step in to.
organize . facilities through which
any one of these services would
be rendered the public more amply
‘than unorganized individuals. or
organized firms had been able or
interested to supply them. :

The point of our question, there-
Will private
physicians and non-governmental
hospitals, will schools and train-
ing. agencies; .outside :the . public

| system, and, ‘will commercial .ven-
»,.tures:imﬂ;usxc,«art, drama,.radio;

and recreation attract a sufficient-
ly rapidly expanding personnel
and provide sufficiently enlarged
facilities so that the satisfaction of
wants  in - these areas, superim-
posed on those ‘which have been
more’ exclusively -the area of in-
dustrial and commercial activity,
bring the level of total activity in
the ‘economy up to an acceptable
total of maximum’ production? If
not; is it reasonable to expect ‘that
we shall channel more. of our re-
sources and derive ‘more of our
satisfaction : through government
agencies in these areas? We must
then find ways of developing them
no less prudently and operating
them on the average as efficiently
as the much larger area which we
may hope ‘will continue to be or-
ganized and operated through the

| agencies of the private market.

Transportation® is. another area
in ‘which a substantial ‘measure
of governmental participation has
become traditional, The history of
our improvements in transporta-
tion strikingly proves the case
that ‘certain- public’ activities, far
from competing with private busi-
ness, are indispensable to its oper-
ations and give mighty-impetus to
its progress. Notable at. the pres-
ent time is the strong and legiti-
mate desire to have both local and
‘central governments move to es-
tablish municipal. airports and an
over-all ‘system ' of regulation of
air traffic. Actual transportation
service by ‘air 'is’left to private
enterprise, and popular’ sentiment
has called for government patron-
age and several forms of financial
aid ‘so-that: the: service might be
developed more amply and rapidly
than it could be through sole re-
liance - on.-

public could or would pay; . 7
“Similarly;  both manufacturers

of highway-machinery and"'road-
building -supplies on, the. one side

> - commercial ‘rates.
véling" and ‘shipping.

and bus and truck companies and
farmers and tourists on. the other
have been ardent proponents. of
tle  hard roads. program. While
both the building -and the using
of the roads remain in the realm
of private enterprise, the economic
‘leadership in developing these en+
larged areas is the connecting link
for ‘which public action provides
the most adequate agency. %

Perhaps the most important of
the new. frontiers of private in-
stitutions’, in “step  with comple-
mentary government action is-the
field - of urban redevelopment.

‘Many of our cities and towns are

outmoded in ‘whole or in part.
There have been telling dramati-
zations of the social consequences
of this. But'we are only beginning
to probe the depths "of the eco=
homic consequences,, such as: the
effects upon property wvalues, local
tax  structures, ;and institutional
investments. = Yet there is an al-
most universal realization that no
single investor or group of inves-
tors can bear the cost of writing
off this obsolescence ‘at"a suffi-
ciently rapid rate. Some writing
off - does .take place, it is true,
through reorganization, recapital-
ization, and shifts in ownership.
But adjustments of this kind are
inadequate from the viewpoint of
increasing our national wealth or
releasing truly productive.ener-

jes. i .

The application of some Gov=
ernment resources at all levels to
the preparatory. stages of . urban
redevelopment would have an ex-
traordinary leverage effect upon
opportunities for the private em-
ployment of men, money, and ma-
terials.. Just as the hard surface

‘| road ‘accelerated the automobile

industry, and the automobile in-
dustry in' turn touched so many
points ' in our growth after  the
First World War, so an appropri-
ate exercise. of public: initiative.in
urban redevelopment. could serve
o touch off varied economic.de-
velopments of almost‘iflcalculable
proportions. e

In our first report, we indicated
profound scepticism as to the the-
ory
should or could effectively be
used to make up for:huge defi-
ciencies in employment and pro-
duction caused by periodic break-
downs of the economic system.
This'did not mean rejection of the
sound principle-that public works

mild fluctuations in the operations
of business which ‘will occur peri-
odically despite our best efforts.
But it did mean that we consider
the : primary = purpose .of public
works to'be the provision of serv-
ices that cannot otherwise be
supplied. The offsetting of  fluc-
tuations in the business. system,
which is a secondary purpose, can
be achieved only if these fluctu-
ations are  held 'to . manageable
proportions. We emphasize :again
that government economic activi-
ties should beé carefully designed
to add to the resourcefulness, the
productivity, and the growth of
our business system as a whole in-
stead of being regarded mainly as
a device for applying poultices: to
that system when it becomes in-
fected. )

Other economic policies of gov-
ernment, such as taxation, regula-
tion, and international trade poli-
cies - should be conducted ' ina
manner which, consistent with the
attainment of other national ob-

the - ‘promotion . of ~health: and
growth’ in our business life, . No
principle r
bedded
No . one=‘conservative” “or “lib=
«eral,” - businessman, worker,’.‘or
farmer——quarrels with the urgent
need for this enlarged perspective
within which the ' evaluation. of
gavernmental policies should take

I place. - Depending * on'. circum=

that government spending.

should be accelerated or retarded’
somewhat to . counterbalance the

jectives, shapes these. policies to-:

is- more  firmly ~em-.
in" the Employment Act,

stances, this may-mean more. gov-

|| ernment ‘or less government:; ‘But
“lin. any. event, it. will mean: better

government,’.more economical
government in -the true sense of
that much abused word,

To .conclude this discussion: of
the bases of maximum production,
the whole congeries of mixed pri-
vate ‘and governmental efforts
will not. add up. to continuous
maximum production unless  our
business . system itself functions
increasingly . well.- ~This better’
functioning toward maximum pro-
duction,.vand‘ the ‘more adequate
consumption that.goes with it, de-
pends on: the maintenance of cer-
tain balances to which we have

allotted most. of our discussion in

this report, These include the bal-

ance between capital growth and
consumer ;. consumption - of - goods
and ‘services; the balance between
work and leisure; .the balance be-
tween-output: and absorption, or
between., supply . and demand,
which’ can ‘be 'achieved  only
through ' ever - improving - man-
agement-of the wage-price-profit
structure by: those:who -shape it;
and the  balance which: depends
upon economically efficient  dis-
tribution’ of national income not
only between producers and con-

.sumers; or between employers and

workers, but also between indus-

-try and agrictilture and among the

various sections of the country.
Although those ‘who operate our
business system will continue vol-
untarily ‘to ‘make  the decisions
that add up to or subtract from
the :various ' essential economic
balances, it does not follow that
any individual or group alone can
acquire the perspective and sweep
of view over the whole economy
which would enable them to syn-
chronize and -coordinate their ef-
forts with those of others, The
Congress. clearly recognized this
in requiring that the President in
his annual Economic Report to the
Congress . should state “needed
levels” of employment, produc-
tion; and purchasing. power. In
discharging this responsibility, the
Chief ' Executive exercises: some
leadership, but; these needed lev-

els “cannot’ be: dissécted: and. der

fined and “‘amplified without con-.
sultation and -advice  from : busi-
nessmen, -workers,  farmers, and
consumers, - This ‘i necessary not
only to decide what.the Govern-
ment should or should not do, but

also. to ‘make available working.

forums in which these groups may

'meet. together and come: to better

accords as to what. they them-
selves can’ and should do. -

In the pursuit of its. clearly de-
fined responsibilities under . the
‘Employment” "Act,. . the Council
fully recognizes that the tasks of
economic _analysis which it is
called upon - to’ perform require
more’ study, more exchange " of
views, and further improvements
in the tools of economic and po-
litical science. We anticipate that
i1 succeeding reports ‘we may
bring more exact measurements
and ‘refined judgments to bear
spon the key issues that we have
here disclosed.

Maximum Production Would
Involve Real Price Censumption

Our review. of the meaning of
maximum production and means
of attaining it has touched on the
parts played by natural resources,
created eapital, labor effort, and
managerial direction, It has em-
phasized - the  basic role of -pri-
vate enterprise and the comple-
mentary role of government ac-
tion. In accord with the national
purposes declared in iie Employ-
ment  Act, we have stressed..the
objective of ‘continuous and well-
balanced. use:of, the Nation’s .pro-
ductive resources as. against
shortlived- booms- ‘of - unbalanced
overexpansion’and overcapitaliza=
tion; - with "neglect " of ’ prudent

measures ~of. ‘conservation, these

booms:being followed by wasteful

periods; ‘of - unempleyment,. plant

idleness; ‘and; demoralizing. liqui-
dation ‘of ‘property.. . e

. If this general ‘analysis is' pro=

Jected: against ‘the’ concrete ‘condi= |

| tions which have unfolded ‘durin

11947, it should’ give’ us some :sobs
ering  reflections, Have ‘we used
the: time and opportunities: avails

able to us since: VJ-Day to'organs

ize our . economic life skillfully
and effectively for sustained max= -
imum production and 'peacetime
prosperity? Or can we discharge
ourselves of responsibility: in' the
matter,. assured that;the produc=

tivity “of our resources, sponta=

neously—even if tardily—express= -
ing itself in a-flow of: goods, will
automatically solve our’ economic
problems? Vol s AT
In closing this report, we wish
to. focus ‘attention on a broad is=+
sue, already touched on from par=
ticular “angles, which we believe
may have to.be faced more defi=
pitely ‘before the end of 1948, Or
if not then, sooner, or later i the
not distant future, This issue may
be put pointedly in'the form of a
question: ‘Will-our present. eco=
nomic.  problems-—inflation;” high

cost’ of ‘living; ‘threatened: reces= -
sion, and all the:rest—be solved .

merely: by “production, more pro= . |
duction, and . still “mare  produc=
tion?” Or may full .production,’
in catching up with: market de=
mand, ~ force: . disastrous  price
breaks, result in. production cut+
backs ‘and ‘thus prove to be ‘its
own undoing? e
In. the midst of a period, of:
post-war - shortages: and strong
domestic-and foreign demand, it
is but natural that both consumers
and businessmen should’ look to
the acceleration of production as
the panacea by which all their
ills would be cured. Consumers
Fave felt theinconvenience of not
being able to.find the. goods they
want ‘even though they had dol+
lars with which to buy them. They
have ‘also  felt the pressure of
mounting ‘prices as a result of
buyer « competition = for - ‘scarce
goods. They clamor for all possi=
ble’ expansion .of ‘production as a
means of relief from these condi=
tions. Businessmen, on:their part,
have been'glad to make'the most
of the scarcity argument. to: ab+
solve ‘themselves of:responsibility:

for rhigh' prices-and:to: hold: out: |

hope - that: fullef- production awills
automatically remedy the: situas -
tion. : 5 i
Prominent-leaders .in business
and public life have proposed that

the standard work:week be length-. -

ened from 40 hours to 44 or even
48, This done, they say shortages
would rapidly- be :brought to an
end, prices would come down, and
all would be well. This proposal,
however, = leaves seyeral . unans=
swered auestions. o
1t is evident that we cannot all
work longer hours .and; thereby -

end present shortages. There are: |

many . industries ~that are  on; a
continuous  process - basis, and
hours cannot be added to their
working. day.. In: some industries,
too, the problem is shortage of
materials; lengthening the hours
of work would not produce more .
final output but simply aggravate
the amount: of unproductive time
which already shows such: an ad-
verse effect on productivity rates,
And farmers’ output is not deters
mined to any significant e_xtent
by standard. hours,. but, pasically
by weather conditions.’ "

Even in those manufacturing
lines where materials’, are ade=
quate and weather impediments
not the significant factor, it is not-
clear that merely stepping up the
amount of labor effort would meet
the real economic problems'which
confront us. There is a dilemm3g
presented by the assertion, fres
quently ‘made. . that stepping u];ﬁ
production :will bring prices down
to the proper point and the assers
{ion, often:made by the same peos |
ple, . that  prices must be whgx;é=
‘they- are:because of the :level' o
“costs ‘orthat any wage : advance
since:VJ-Day not matched b 7 like
‘increase:in labor productivity hag
beén a’.maladjustment ‘or inflam
'tionary -factor. RN e
“:If the producers who clamor foi -

R (Continued-on:page-43) ’
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; ® INDICATES ADDITIONS SINCE PREVIOUS ISSUK

‘Acme Broach Corp., Ann Arbor, Mich. '~
Dec. ‘2] (letter' of ‘notification) 40,000 shares ($5 par)
common. Price—$5 a share. Underwriter—Dean W. Titus
and Co., Ann Arbor. To build factory, pay obligations
and for .working capital.
‘@ ’Air Power: Publishing Ce., Inc., Tenafly, N. J.
Dec. 15 (letter of notification) 35,000 shares ($1 par)
common. Price—$1 a share. No underwriting. For work-
ing capital. b f

. All. American Industries, Inc., New York
Oct. 30 filed 100,000 shares ($1 par) common -(name to
be. changed to American Steel & Pump Corp.) Under-
writer—Herrick, Waddell & Co., New York. = Price by
amendment, Proceeds—To pay off indebtedness incurred
in the acquisition of the capital stock of A. D. Cook, Inc.,
Lawrenceburg, Ind. :

®- Allied Distributors, Inc., Inglewood, Calif.'
Dec. 17 (letter of notification) 150 shares of common.
Price=3$100 a share. No underwriting. For general cor-
i porate purposes. :
American Bankers Insurance
Miami. :
Nov. 3 (letter of notification) 2,500 shares: of class A
(par $10) common, 5,000 shares ($10 par)-class B com=
mon, and 11,250 shares 8% ‘($10 par) cumulative pre-
I gerred. Price—$240 per unit, consisting of 2 shares of class
| A, 4 shares of class B and 9 shares of preferred. No
vinderwriting, ~ For capitalization of company to enter
“into stock fire insurance business.
@  American Fidelity Co., Montpelier, Vt.
Dec. 15 (letter of notification) 4,541 snares ($10 par)
. <apital stock, to be offered to present stockholders at
$20 a share, No underwriting. For additional capital
funds. ;
:  Americana Furniture, Inc. (1/5-48) :
Oct. 23 filed 100,000 shares of 6% cumulative convertible
preferred (par $5) and 100,000 shares (10¢ par) common
and an additional 285,000 shares common issuable upon
conversion of preferred and exercise of 35,000 common

Co. of Florida,

stock warrants to be sold to underwriters. - Underwriters

—Gearhart & Co., Inc., New York; Herbert W. Schaefer
&:: Co., Baltimore, Md., and Comstock & Co., Chicago.
Offering—To be offered publicly in units of one share
of preferred and one share of common.  Price—$5.10 per
unit, Proceeds—To finance completion of its factor
#nd for working capital. ;
®  Armstrong Cork Co., Lancaster, Pa.

Dec. 19 filed 88,179 ‘shares' (no- par) cumulative pre-
ferred, Underwriters — Smith, Barney & Co.; Kidder,
Peabody & Co., and The First Boston' Corp., New York.
Offering—Initially to be offered to common stockholders
in the ratio of one share for each 16 shares held of record
Jan. 7. Unsubscribed shares will be offered publicly.
Price—By amendment. Proceeds—To finance expansion
program.. Business—Manufacture of floor coverings,

® Associated Grocers’ Co. of St. Louis, Mo.
Dec. 157 (letter of notitication)” 3,000, shares o1 capital

Working 'dapital, T

Stock. Price—~$600 for 6’ shares. No,underwriting.. For,

® Buckeye Overall Co., Versailles, 0.

Dec. 15 (letter of notification) 2,500 shares ($20 par)
commen. Price—$40 a share. No underwriting. For busi-
ness operations. -

"' California Union Insurance Co., San Francisco

Nov. 28 filed 99,700 shares of common stock (par $10).
Underwriter—None. Price—$25 a share. Proceeds—For
working capital.

. Central Illinois Pub. Serv. Co., Springfield, Ill.
Dec. 8 filed $10,000,000 30-year first and refunaing mort-
@age bonds, series B. Underwriters—To be determined

by competitive bidding. Probable bidders include: Hal-"

sey, Stuart & Co. Inc.; The First Boston Corp.; Blyth &
Co., Inc.; Kidder, Peabody & Co., and Smith, Barney &

Co. (jointly); Glore, Forgan & Co.; Lehman Brothers;

Salomon Bros. & Hutzler; Kuhn, Loeb & Co. Price—To
be -determined by : competitive bidding. Preceeds—To
finance construction program. Expected in January.

" Central Maine Power Co.
Nov. 10 filed 160,000 shares ($10 par) common. Under-

writing=To'be determined by competitive bidding. On .
Dec. 8 ‘only' one bid, that of Blyth & Co., Inc. and

Kidder, Peabody & Co. was submitted and was rejected
by the' company: They bid $13.75, less $1.75 under-
writing‘commission. Offering—To be offered to 6% pre-

[
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1947,  Underwriter — Dillon, Read & C

ferred and common stockholders for subscription on the
basis of -one-half share of new'common ‘for each pre-
ferred share and one-tenth share: of new common for
cach common share held. - Price by amendment. Pro-
ceeds—For construction and repayment of bank' loans.

‘Central Power & Light Co. Y
Nov. 21 filed 40,000 shares ($100 par) cumulative pre-
ferred. Underwriting to be determined by competitive
No 'bids received at competitive bidding Dec.
15. Sale may be negotiated. Proceeds—For ' property
additions and expenses: - . :

Century. Steel Corp., Hollydale, Calif.
Nov. 10 filed 4,000 shares ($100 par) common. No under-
writing, - Price—$100 a share. . Proceeds—To. purchase
rolling-mill, equipment and for working capital.

Cincinnati Gas &Electric Co.
Dec. 1. filed 204,000 shares ($8.50 par) common. No un-
derwriting. Offering—To common stockholders of record
Jan.-15 on the basis of one neéw share for each 10 shares
held. : Rights expire Feb. 2. Price by amendment. Pro-
ceeds—To finance construction.

Cleveland ' (Ohio) Electric llluminating Co.
.Sept. 26 filed 254,989 shares (no par) preferred, series of
) 0., 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 publicly. Price by
amendment. Proceeds—To retire .unexchanged shares
of old preferred, Offering indefinitely postponed,

Clinton . (la.) Industries, Inc.
Dec. 15 filed. 210,000 shares ($1 par) capital stock.
Underwriting—None. Offering—Shares are to be offered
1Snt ezchange for 300,000 shares of Obear-Nester Glass Co.,
. Louis.

- Consumers Cooperative Assoc., Kansas City,

- ‘Missouri ; :
Oct. 16 filed $1,000,000 4% non-cumulative - common
stock ($25 par); $4,000,000 of 3% % certificates of in-
debtedness cumulative; and $1,000,000 of 1% % loan
certificates cumulative. No underwriting. Offering—To
the public. Common may be bought only by patrons and
members. Price—At face amount. Proceeds—For acqui-

~sition of additional office and plant facilities.

® Coosa River Newsprint Co. :
Deec. 23 filed 238.829 chares of common (par $50). Under=
writing none. Offering—Stock will be ‘offered direct to
public through directors and officers. Price, par. Proceeds
—Erect and operate mill for manufacture of newsprint
from Southern pine. Company also contemplates the sale
of $16,000,000 4% 1st mortgage bonds.

@ Cotter & Co., Chicago
Dec. 17 (letter of notification) reorganization subserip-
tions for 250 shares of common ($100 par) and 125 shares
of preferred. ($100 par). Price—$100 each. No under-
writing, For weorking capital. ; i e

~ Dayton (Ohio) Power & Light Co.' (1/6/48)"
Dec. 5 filed 170,000 shares"($7 par) common’ and $8,000,~
600 30-year first mortgage bonds. Underwriting — The
common shares will not be underwritten but the bonds
will ‘be sold at competitive bidding.' Probable Bidders—
Helsey, Stuart-& Co. Inc.; Morgan Stanley & Co.: Blyth
& Co:;Inc, and The First Boston Corp. (jointly); Leh~
‘man Brothers; Merrill Lynch, Pierce, Fenner & Beane.
Offering—The com. shrs: will be offered for-subscription
by stockholders on the basis of one share for each nine
shares held. Price—Price of bonds will be determined
by competitive bidding and price ‘of the common will
be supplied by amendment. - Proceeds—To finance ‘con-
struction program. . Expected:about Jan. 6,

Dee Stores, Inc,, Olean, N. Y. (1/5/48)
Dec. 15 (letter of notification) 90,000 shares of common
stock (par $1). Price—$3 per share. Underwriters—
Willis E. Burnside & Co., Inc., and Otto Fuerst & Co.,
New York. Purpose—Working capital.

‘Detroit Edison Co. (1/6/48) ;
Dec. 12 filed 450,000 shares of capital stock (par $20):

. Underwriters—Stock to be sold at competitive bidding -
» by American Light & Traction Co. Probable bidders:

The First. Boston Corp.; Dillon, Read & Co, Inc.; Coffin:
& Burr, and Spencer Trask & Co. (jointly). American
Light & Traction plans to use the proceeds to finance a

“natural ‘gas ‘pipeline from Texas to ‘Detroit. 'American

Light plans to open bids about Jan, 6.

De Wait, Inc., Lancaster, Pa. (1/5/48)
Dec. 5 filed 110,000 shares ($2.50 par) common. Unders
writer—Reynolds & Co., New York. Price—By amend-

~ment.” Proceeds—Company is ‘selling 20,000 ‘shares and
- +the remaining 90,000 shares will be offered by stock-

holders. The company. will use ‘its proceeds for plant
construction and for working capital,

Dogpaw .Gold Mines Ltd.; Toronto
Oct. 22 filed 1,000,000 shares ($1-par) capital stock,

--Underwriter—Tellier & Co. - Price—40¢ per share. - Pro-
- ceeds—To develop mining properties in Flint Lake local-

ity of Ontario; ; :
“‘Doughboy - Bottling  Co., Pittsburgh, Pa..

- Oct. 24 (letter of notification) 50,000 shares of 6% pre=

“ferred-($5 par). . Price=$5.75"a share. -
- McLaughlin, MacAfee ‘& Co., Pittsburgh, to acquire and
“‘equip a2 bottling plant.” .o oo it : ;

Underwriter—

_writer—Reich & Co,,

«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. Under«
4 New York, Purchase of inventory,
ete. : ’ i

First: Guardian Securities Corp., New York'
Nov. 26 filed 36,000 shares ($25 par) 5% cumulative
convertible preferred and 100,000 shares ($1 par) com-
mon. Underwriting to be filed by amendment. Price—
$25 a preferred share and $10 a common shate. Pra-
ceeds—For investment. .

Fraser Products Co., Detroit, Mich.

Oct. 21 filed 100,000 shares ($1 par) common. Under
writers — Campbell, McCarty & Co., and Keane & Co.,
both Detroit. = Price—$525 per share. Proceeds—The |
shares are being sold by 14 stockholders who will re-
ceive proceeds. ; i i ;

Frigidinners, Inc., Philadelphia ;
Dec. 4 (letter of notification)" 75,000 shares ($2 par)
common and 15,000 shares of'common reserved for issu-
ance upon exercise of warrants; Price—$2 a share. Un=
derwriter—Woodcock, McLear & Co., Philadelphia. Teo-:
pay off loan and for working capital;

Gabriel Co., Cleveland

- Oct. 24 (letter of notification) 10,000 shares ($1 par) I

common,-on behalf .of Wm.- H. Miller, a director of the
company, to be sold at market. Underwriter—Sills, Min«
ton & Co., Chicago. Indefinitely postponed.
General Instrument Corp.

Noy. 14 filed 150,000 shares of common (par $1). Under~
writer—Burr & Co,, Inc,, New York. Proceeds—Stoclk
being sold by four stockholders who will receive pro-
ceeds, Price by amendment. Expected early in January.

®  Great Western Oil Co., Denver, Colo.
Dec. 19 (letter of notification) 1,840 shares ($10 par)
common. - Price—$10 a gchare.  Underwriter—Warner
Morton Evenson, Denver. ‘To develop oil and gas leases.
Greenwich. Gas Co., Greenwich, Conn.
Nov. 25 (letter of notification) 7,333 shares (no par) .
common, To stockholders at $14 a share. No under-
writing. . To pay construction loans.
Gulf States Utilities Co. (1/8/48)
Nov. 13 filed 272,852 shares (no par) common. 'Under-
writer—Stone & Webster Securities Corp. and others.
Offered to common stockholders of record Dec. 16 on the
basis of ‘one new share for each seven held. Rights
expire Jan. 7, 1948. Price—$12.50 per share. Company
also plans to sell privately 50,000 shares ($100 par) pre-
ferred $4.50 series. Proceeds—For new construction,
Guyana Mines, Ltd., Toronto, Canada
Nov. 26 filed 303,587 shares ($1 par) common. Under-
writing—None. Price—50 cents a share., Proceeds—For
equipment and working capital.

® Huletts Landing Corp. (N. Y.)

Dec. 18 filed' voting trust'certificates for 4,500 shareg
(10c par) capital stock. The voting trust certificates will

- ‘be exchanged for the capital stock.’

linois-Rockford, Corp., Chicago. .

July 24 filed' 120,000 shares ($1 par) coinmon. 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 four furniture: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. In=
definitely postponed; =~ :

Interstate Department Stores, Inc. !
Oct. 30 filed $5,000,000 15-year sinking fund debentures,
Underwriter—Lehman Brothers, New York. Price to
be filed by amendment. Proceeds—To repay bank loang
and for general corporate purposes including the financ-<
ing of new stores. Temporarily postponed.

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

cand for working capital. ' Bonds awarded Sept. 24 tc

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 .

! (Continued ' on' page 42)

r
nges
,.‘.,“\A
pmbﬂ’ff &
1 CMICAYS
w0ag. 8!
103




42 (2654)

THE COMMERCIAL & FINANCIAL CHRONICLE

Thursday; December 25, 194'{_

(Continued from page 41)

* NEW ISSUE CALENDAR

January 5, 1948 :
‘Americana Furniture, Inc Pref. and Common

C
Dee Stores, InC.oooocomamomames B Commen,
Common

De Wart,: INCiosoborand som e mmemmm
Public Service Co. of' N. H

January 6, 1948
Dayton Power & Light Co Bonds and _Common
Detroit Edison Co.ocrrmcocmmmamzam Capital Stoqk
Illinois Central RR.- Equip. Trust Ctis.

St. Louis & San Francisco
Railway Conditional Sales Agreem’ts

.lanuai’y 8, 1948

Gulf States Utilities Co
Delaware Lackawanna & Western RR.
Equip. Trust Ctfs.

January 20, 194
Potomac Edison Co
January 21, 1948
Southern California Edison. Co
: February 2, 1948
‘Jowa Power & Light Co.Z

Wertheim & Co. The SEC on Sept. 25 rejected the bid

. for the stock. The SEC in its decision declared the price

offered for the stock “would not effectuate a reorganiza-
tion plan which would be fair and equitable to the per-
sons effected thereby.” The SEC’s action also held up
the sale of the bonds. ;
® lowa Power & Light Co. (2/2) .
Dec. 22 filed $6,000,000 first mortgage bonds, series due
1973. Underwriting—To. be determined by competitive
bidding. Probable Bidders—Blyth & Co., Inc.; The First
Boston Corp.; Halsey, Stuart & Co., Inc.; Glore, Forgan
& Co., and A. G. Becker & Co. (jointly); Harriman
Ripley & Co.; Kidder, Peabody & Co., and White, Weld
& Co. (jointly). Price—By amendment. Proceeds—Con-
struction. Bids — Expected about Feb. .

Johnson Automatics, Inc., Boston
Oct. 10 (letter of notification) 95,000 shares of common.
To be sold at market. Underwriter—George F. Breen,
New York. For additional working capital. Issue will
be placed privately.

Johnson Bronze Co., New Castle, Pa.
Nov. 10 filed 150,000 shares common stock (par 50¢).
Underwriter—Lee Higginson Corp. Proceeds — Stock
being sold for account J. P. Flaherty, a stockholder.

® . Joy Manufacturing Co.

Dec. 19 filed 185,000 shares of common (par $1). Under-
writers—Hallgarten & Co., R. W. Pressprich & Co. and
Adamex Securities Corp. Price—By amendment.. Pro-
ceeds— Repayment of $4,400,000 bank loans and increase

./ company’s general funds:

Kansas Soya Products Co., Inc., Emporia, Kans.
Dec. 3 (letter ‘of notification) 3,157 shares ($95 par)
preferred. Price—$95 a chare. Undewriter—Kenneth Van
Sickle, Inc., Emporia. For additional working capital.

Kerite Co., New York
Dec. 10 (letter of notification) 4,000 shares of common
on behalf of Lee Higginson Corp., New York. To be sold
at market. Underwriter—Chas, W. Scranton & Co., New
Haven, Conn.

Legend Gold Mines, Ltd., Toronto, Canada
June 27 filed 300,000. shares ($1 par) common treasury
stock. Underwtiting — To be supplied by amendment.
Price—50 cents a share. Proceeds—To develop mining
properties. ’

Lock Nut Corp. of America
Oct. 6 (letter of notification) 24,000 shares of 5% cumu-
lative convertible preferred stock (par $12.50). Under-
writer—Ray T. Haas, Chicago. Price—$12.50 per share.

 General corporate purposes,

Louproco Realties, Inc., Louisville, Ky.

Nov. 26 (letter of notification) $182,500 of 10-year first
mortgage refunding 6% bonds, due 1958. 'To be sold at
face amount. ~ Underwriter—The Bankers Bond Co., Inc.,
Louisville, Ky. To refund a like amount of bonds:due
Dec. 31, 1947. ; :

McColl-Frontenac 0il Co., Ltd., Montreal, Can.
Dec. 16 filed 900,000 shares (no par) common. Under-
writing—None. Offerinz—The shares will be offered for
subscription by stockholders on the basis of one for each
two shares held. No plans have been made for unsub-
scribed 'shares.
building expenditures and to repay bank loan. Business
—Refinery business. 4

McKay Davis Inc., Toledo, O.

Nov. 17 (letter of notification) 28,000 shares (10 par) 5%
cumulative preferred and 20,000 shares (no par) common.
To be sold in units of seven shares of preferred and five
shares of common for ‘$75 per unit. Underwriter—Clair
S. Hall & Co., Cincinnati, O.  For working capital and
general corporate purposes.

® Majestic Radio & Television Corp., Elgin, Il
Dec. 15 (letter of notification) :$62,588 (1c par)..common,
on behalf of British Type.Investors, Inc., Wilinington,
Del. To besold at market through'J. Arthur Warner &
Co., Inc., New:YorK.:" = - T
Manhattan Coil Corp., Atianta, Ga.. - -
May 20 filed $500.000 5% serial debentures, due 1948-
1957; 12,000 shares ($25 par) 51% % cumulative converti-

.
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Price—By amendment. Proceeds—For

ole ‘preferred and 85.000 shares ($1 par) common. - Un-
derwriter- Kirchofer & Arnold, Inc., Raleigh; N. C. Price
The debentures at 102507, while the preferred share:
will be offered at par and the common shares at $4
cacls  Proceeds—To ceure bank indebtedness and U
finance purchase of machinery and other plant equip
ment . . i
® Mid-Continent Pe’roleum Corp., Baltimore
Dec. 17 (letter of notification)- 2,500 shares- ($10 par)
capital stock. To be sold at market. No underwriting. For
working capital. -~
Monsanto Chemical Co., St. Louis
Nov. 28 filed 250,000 shares (no par) $4 dividend cumu-

lative preference stock, series B. Underwriter-—Smith,.

Barney & Co., New York. Price to be filed by amend-

ment.
ing financing new plant construction and additions: to

'present facilities. Offering postponed due to. market

conditions.

@ Motor City Consumers Cooperative, Inc., Detroit
Dec. 15 (letter of notitication), 10,000 shares ($20 par)
common. Price—$20 a share. No underwriting. To estab-
lish retail food stores.

® New Stages, Inc., New York

Dec. 19 (letter of notification) 1,000 shares ' of ‘capital
stock (par $10). Price—$10. Underwriting none. Working
capital.

® Northeastern Water Co.
Dec. 22 filed $10,000,000 sinking fund - collateral trust
bonds, due Jan. 1, 1968. Underwriters—W. C. Langley &
Co. and The First Boston Corp. Price—By amendment.

. Proceeds—To pay bank loan.

Northern Indiana Public Service Co.

Oct. 29 filed 272,694 shares ($20 par) cumulative pref-
erence stock. Underwriters—Central Republic Co. Inc.,
Chicago; The First Boston Corp., and Blyth & Co. Inc,
New York. . Offering—For subscription by common
stockholders on basis of one preferred share for each
eight common shares held. Unsubscribed shares will be
offered publicly. = Price—$21 a share. . Proceeds—To
improve its public utility system.

Nutrine Candy Co., Chicago
Dec. 9 (letter of notification) 1,000 shares of common
stock (par $1). Price at market. Underwriter — Stifel,
Nicolaus & Co. Donated to selling stockholder—Jewish
Welfare Fund,
® Oak View, Inc., New York
Dec. 18 (letter of notification) Dr. Harry Ageloff, M.D.,,
tiled reorganization subscriptions at $100 per unit. No
underwriting. To acquire and operate institution for
alcoholics. Registration Statement.

Ocean Downs Racing Association, Inc.,

Berlin, Md.

Nov. 28 filed 34,900 shares ($10 par) common. No un-
derwriting. Price — $10 a share. Proceeds—To build
trotting and pacing race track near Ocean City, Md.
® 0. D. Keep Associates, Inc., Los Angeles, Calif.
Deec. 19 (letter of notification) 20,000 shaies ($5 par)
preferred and 10,000 shares ($5 par) common. Price—
$5 a.share. No underwriting. For working capital.

® Ohio Public Service Co.

Dec. 22 filed $10,000,000 first mortgage bonds, series due
1978. Underwriting—To be determined by - competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
The First Boston Corp.; Harriman Ripley. Price :— By
amendment. Proceeds-—To be used. for  construction.

@ Oklahoma Oil Co., Denver, Colo.

Dec. 19 (letter of notitication) 1,750,000 shares of com-
mon on behalf of the estate of Frank C. Myers, Fort
Collins, Colo. Underwriter—Fleetwood Investment Co.,
Denver.

® Olokele Sugar Co., Lid., Honolulu, Hawaii. s
Dec. 16 (letter of notification) 12,600 ‘shares’ ($20 par)
common, Price—$20 a share. No underwriting. To com-~
plete irrigation and water supply. system.and .to repay
indebtedness. )

® Palace Corp., Flint, Mich.

Deec. 19, 9,331 shares of par common on behalf of James
L. Brown. To be sold at market through brokers.

® Palestine Rayon Corp., New York
Dec. 16 (letter of notification) 14,500 shares of $1 divi-
dend cumulative convertible preferred and 2,900 shares
of $1 par Class B common. Price—$1,000 per unit, con-
sisting of 50 shares of preferred and 10 shares-of com-
mon. To be sold through officers and directors of the
company. To determine feasibility ‘of establishing rayon
plant in Palestine. :
Peter Paul, Inc., Naugatuck, Conn.:
Nov. 6 (letter of notification) 11,955 shares : (no par)
common, to be offered for subscription at $25-a share
to present stockholders.. No underwriting.: For expan~
sion and working capital.: :
Pittsburgh Steel Co. ' Sk
Nov. 20 filed $6,500,000 of first mortgage bonds, due 1967.
Underwriters—Kuhn, Loeb & Co.; A G. Becker &.Co.,
Inc. and Hemphill, Noyes & Co. Price-by.-amendment,

- Proceeds — To refund outstanding first-mortgage-bonds.

Expected after Jan. 2, 1948.

e Portersville Oil Co., Baltimore, Md.""
Dec. 17 (letter. of notification) ,4;800,fshares-;pf.-preferred

‘and 12,000 shares ($1 par) common. Price—$25 per unit,-

consisting of :2 shares of preferred and 5 shares,of com-
mon. No underwriting. For development of -oil fields.
Potomac Edison Ce., Hagerstown,. Md. -
(1/20/48) ’

Dec. 16 filed $4,000,000 30-year first- mortgage and col-"

lateral trust bonds. Underwriting—To be determined by
competitive ‘bidding.- Probable bidders: .Halsey, - Stuart
& Co. Inc.; The First Boston Corp.;  Blyth & Co., Inc.

Proceeds for general corporate purposes ‘includ-:

and - Smith, Barney & Co. (jointly); Harriman: Ripley
& Co.; White, Weld & Co.; Glore, Forgan & Co.; Kidder,
Peabody & Co,, and Merrill Lynch, Pierce, Fenner' &
Beane (jointly). Proceeds, together with $1,000,000 from
sale of 50,000 shares of common to parent, West Penn
Electric Co., will be used to repay bank loan and for
new construction. Expected about Jan. 20.

- .+®  Potomac Electric Power Co., Washington, D, c;

Dec 19 filed $15,000,000 35-year tirst mor.gags ‘bonds:
»Underwntln}g—To be determined by competitive bidding.,
Probable bidders: Halsey, Stuart & Co. Inc.; The First
Boston Corp.; Blyth & Co., Inc. and Smith, Barney & Co.,
(jointly); Harriman Ripley & Co.; Kidder, Peabody &
Co. and Merrill, Lynch, Pierce Fenner & Beane (jointly ).
White, Weld & Co., Glore, Forgan & Co. Proceeds—To

, finance construction and for ' other corporate purposes.’

® Precision Parts Co., Ann Arbor, Mich,
Dec. 15 (letter of notification) 15,000 shares ($1 par).
common, on behalf of six stockholders, ineluding four
officers of the company. To be cold at market to Baker,
Simonds & Co., Detroit. ;
- Public Service Co. of N2w Hampshire (1/5/48) .
Nov. 25 filed 139,739 shares ($10 par) common and $3,-
OOQ,OOO 30-year series C first mortgage bonds. Under-,
writers—To be determined by competitive bidding. Prob-
able tgxc_lders: The First Boston Corp., Coffin & Burr,:
Inc. (3.01_nt1y); Kidder, Peabody & Co. and Blyth & Co.,
Inc. (]omjcly); W. C. Langley & Co,and Glore, Forgan
& Co. (jointly); Halsey, Stuart & Co. Inc. (bonds
only); Kuhn, Loeb & Co., Harriman Ripley & Co:. and
Smlth, Barney & Co. (jointly). Offering—Common stock
first will be offered: for subscription to present share-
holders at the rate of one share for each five shares held.
I_Jnsubscribed shares and the bonds will be offered pub-:
licly. Price to be determined by competitive bidding.-
Proceeds—To pay off loans and for construction pur-
poses. SEC Dec. 24 approved the issuance of the bonds
and at request of company withheld action on the issu=
ance of the stock. Competitive bidding expected Jan, 5.
@ Queen's Hotels, Inc., Cincinnati, 0, . - . .
Dec. 18 (letter of: notification) 2,500 .shares ($100.par):
5% cumulative preferred and 7,500 ‘shares (no.par).
common. Price—$100 a preferred share.and $1 ‘a com-
mon share. No underwriting. To erect hotel and other
expenses.
® Sid Harvey of N. J., Inc., Newark :
Dec. 22 (letter of notification) 40 shares of preferred, to:
be issued to employees and executives, as a Christmas:
bonus, and 2,500 shares of preferred to be issued to in-—
dividuals from time to time. Price—$100. Underwirting.
none. Genreral operating capital. e
e Sid Harvey of Pa., Inc., Philadelphia
Dec. 17 (letter of notification) 62 shares of preferred to
be issued as Christmas bonus to employees and execu-
tives -and 2,500 shares of preferred 1o be- issued to'
individuals from time to time. No underwriting. For:
working capital, :

South Carolina Electric & Gas Co., Columbia,f

S. C.
Dec. 2 filed 80,858 shares ($50 par) cumulative convert-’
ible preferred and 404,293 shares ($4.50 par). common-
for sale, and 687,293 shares reserved for conversion of.
preferred. Underwriter—Kidder, Peabody & Co., New:
York: Offering—Shares initially will be offered for sub-"
scription by company’s common stockholders, the pre--

ferred-on a. 1-for-10 basis and the common on a 1-for-27 - !

basis,  Unsubscribed ~shares ‘will be offered publicly:
Price by amendment. Proceeds—Proceeds together with’
other funds will be used to purchase all of the outstand-:

.ing- common of South.Carolina Power: Co. irom ‘the:

Commonwealth & Southern Corp.

® Southeastern Telephone- Co., Chicago i
Dee. 19 (letter of notification) 13,999 shares of common.;
Price—$12.75- a share. No underwriting. For property
additions and improvements. ‘ - - 4

Southern Acid & Sulphur Co., Inc., Richmond,_
Virginia . S

Dec. 4 (letter of notification) 6,464 shares‘of common.:
Price—$40 a share. To be initially offered -to.stock-*
holders and employees and then to the public. Under-*
writer—Hill Bros., St. Louis. For working capital. 4

. Southwestern Gas & Elec. Co. :
Nov. 5 filed $7,000,000 30-year first mortgage bonds,’
series B. Underwriting—To be determined at ‘coripeti=-_
tive bidding. Probable bidders: Halsey, Stuart & Co.

.Inc., Lehman Brothers and Lazard Freres & Co. (jointly);.

White, Weld & Co. and Kidder, Peabody & Co. (jointly);-
Blyth & Co., Inc. and Stone & Webster Securities Corp.’ "
(jointly); Glore, Forgan & Co. and W. C. Langley. & Co."
(jointly); Harriman, Ripley & Co.  Proceeds—To finance :
construction program. Expected early in-January. . .~

® Southwestern Public Service Co., Dallas, Tex..
Deec. 24 filed 10,000 shares ($100 par) cumulative pre-

ferred and 103,113 shares ($1 par) common. Underwrit-~

ing—To be. filed by ‘amendment. Offering—The pre~
‘ferred will be offered publicly and the common will}
be offered to Southwestern’s common _stockliolders at
the rate of one share for each 11 held. - Price by’ amend-
ment, Proceeds—To retire bank loans and for con- "
struction purposes. ; BE 2

Stahly Inc.; South Bend, Ind. . e
Dec. 11 (letter of notification) 22,248 shares ($10 par)
preferred and 46,220 shares (10¢ . par) common.’ The !’
offering ‘includes, $165,000 worth of stock being sold to
reimburse J. W. Esterline, a director; who-purchased the
stock. in November ‘with the verbal understanding : it’
would be offered ‘for sale. . Price—$100 per unit. con--
sisting of one share -of preferred: and -five  sharés 'of ;
com.in?n. May " be sold’ through brokers. For working |
capital. : 7
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‘Sunray Oif Corp. " -

1 Nov. 12 filed: ©$40,000,000 20-year 33/4% smkmg fund:
" 'debentures and: 250, 000 shares 5% cuniuiative tonvertple .

.second” preferred’ stock series-of 1947, (par: $100) and
2,500,000 shares of common stock-(par $1) reserved: for
conversion. | Underwriters-——Eastman, :Dillon & Co. heads
a greup of underwriters.; . Purpose—To financing merger
of Pacific  Western. Oil Corp. and Mission . Corp.. into
Sunray. . Indefinite.

® Tampa (F.a.) Electric 00.

Dec. 24 ‘filed | $6,000,000 30-year first mortgage bonds.
Price by
amendment. Proceeds—To pay construction costs.

‘Trenton '(Mich.) Chemical Co.

Dkc. 12 filed 250,000 shares ($1 par) convertlble prefer-
ence! stock. Underwrmng The present offer is a rescis-
cion offer on ‘stock sold through ‘the undewriting firm
-of Carr. & Co., Detroit, between July 25 and Aug. 11,
Offering — The offer ;.ffords persons ‘who bought the
stock either the right to rescind their order or affirm
ineir original purchase.

“Udylite Corp., Detroit.
Dec. 10 (letter ot notification).825 shares ($1 par) com-
mon. To be sold at ‘market. 'Underwriter—Shader-"
Winckler Co.; Detroit; To be added to capital.

® United Sound & Signal Co., Columbus, Pa. ..
Dec. 22 ~(letter of notification): 400. shares of common
‘stock. Price~—$33 per share. Underwriting none. Pay
.chort-term loan purchase machinery, working capital.

-..@~ 'United Stores Corp.; New York

:Dee; 17 (letter of notification) 637 shares of $4.20 non-
cumulative preferred, being sold on behalf of scrip cer-

*‘tificates holders. To be sold at market. No underwriting.

Washington: (D. C.) Gas Light Co.

‘Nov.-7 filed 85,000 shares (no par) common.  ~No under-
writing. . Offering—The shares are  offered for sub-
scription ‘to ‘common: stockholders of record Dec. 26: on
the basis of one share for each five held. Subscription
warrants will expire Jan. 13, 1948. Dealer-Managers—
New York area, TheFirst Boston. Corp.; Washington
area, Alex. Brown & Sons. Price—$20 per share. Pro-
ceeds—To be added to general funds for current con-
-struction: program.

- @ Westcoast Alrcraft Sales & Service, Inc., -
/ Seattle, Wash.

Dec. 12 (letter ‘of notification) 110,700 shares ($1 par)
‘common, Price—$1 a share. To be sold through officers
‘of' the’ company.  For machinery, equipment -and work-
.ing capital.

® . Wolfe Metal Products Corp.,l North Girard, Pa.

~Dee; 16:-(letter of notification) 800 .shares ($25 par) 6%

cum. pfd.-and 80 shares to be given to underwriter-upon

. completion: of ‘sale, Price—$25-a share,. Underwriting—

Harry W. Mehl, Erie, Pa, For workmg capital and to pay

- off 1ndebtedness

Prospective Offerings
@ Dallas Power & Light Co.
Dec. 20 company, applied to the SEC for approval. of
amendments to its charter to facilitate the sale of com-
mon stock and unsecured indebtedness to raise cash for
its proposed construction program and for other cor-
porate purposes, Company, a subsidiary of American
Power ' & Light Co.,, has a construction program of
$36,345,000 and contemplates new money requirements
of about $21,000,000 to the end of 1952. It is planned to
hold a special meeting of stockholders next February to
act upon the proposed amendments.
® Delaware Lackawanna & Western RR. (1/8)
Bids: for purchase of $1,600,000 equipment trust cer-
tificates series .G will be received up to noon (EST)
Jan, 8 at office of J, G. Enderlin, Treasurer, Room 2008,
140 Cedar' St., New' York. Probable bidders: Halsey,
Stuart & Co. Inc Salomon Bros. & Hutzler.
©®  Giant Portland Cement Co.
Jan. 7 stockholders will‘vote on increasing. authorized
capital stock from 300,000 shares to 1,200,000 shares. (par
$1). Company plans to offer addltmnal stock to stock-
holders in ratio of two’additional shares and astock
purchase warrant for each share now outstanding. Un-
subscribed ‘shares will be underwritten by Craigmyle,
Pinney & Co., Wlmlow Douglas & McEvoy and Jenks,
Kirkland & Co
®  Illinois Central RR. (1/6/48)
Company will receive bids Jan. 6 tor the sale of $3,200,-
000 equipment trust certificates. Probable bidders: Hal-
sey, Stuart & Co. Inc.; Salomon, Bros. & Hutzler; Harris,
Hall & Co. (Inc.). = ..
®  Interstate: Power Co.
Jan, 7. Federal Judge Paul Leahy will hold a hearing on
alternative reorganization plan: providing for the nego-
tiated sale of new securities. Company has asked the SEC
for exemption from its' competitive bidding rule with

respect to the proposed sale of $20,000,000 of new first *

mortgage bonds, $5,000,000 of new debentures and not
more than 1,500,000 common shares (par $3.50). A suf-
ficient number: of common  shares will be sold: to raise
$3,635,500. There will also be outstanding a minimum

of $1,000,000.of promissory notes...Proceeds from sale of
new bonds, debentures and common stock would be used
to pay, without premium, $26,035,000 of outstanding first
{nortaagg bonds.and to relmburse treasury for construc-
ion costs.

® 'New York Telephone Co. (1/27)

Dec. 22 hearing ended before Public Service Commission
on application ‘of company to sell $60,000,000 30-year re-
funding mortgage bonds through competltwe bidding.
Proceeds. for capital expenditures. Probable bidders:
Morgan Stanley & Co.; Halsey, Stuart & Co. Inc. Bidding
expected Jan. 27,

®  St. Louis-San Francisco Ry. (1/6)

Company will receive bids up tc noon (EST) Jan. 6 for
the lowest interest rate at which bidders will provide
$1,641,400 through' conditional sales agreements.

® Southern California Elison Co. (1/21)

Dec. 18 rumored company has under consideration plans
for sale of $40,000,000 1st & ref. mtge, bonds due 1973,
the proceeds to be used to raise additional funds. Jan. 21
it is expected will be selected as the date of sale. Prob-
able bidders include The First' Boston Corp.; Halsey
Stuart & Co. Inc.

® Southwestern Bell Telephone Co.

Dec. 19 directors voted to recommend an ‘increase in
funded debt by no more than $100,000,000 through the
sale at competitlive bidding of a debenture issue of that
amount. Preceeds would be used to repay advances re-
ceived from'the American Telephone & Telegraph Co.,
parent and to meet. further: requirements of the -com-
pany’s construction program in the first-half of 1948.
Probable bidders: Halsey, Stuart & Co. Inc, Morgan
Stanley & Co. .
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‘Sees Prosperity Not Certain

';? ~ Without Price Competition
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(Combustion Engineering Co., Inc.

=200 Madison Avenue, New York—

‘ The Board of Directors of Combus~
tion Engineering Company, Inc,, has

$3 Cumulative Preference Stock

<l - e

"'a longer work week have in mind

‘primarily relief from payment of

{wage premiums for overtime work
i and a resultant lower average la-
i bor cost which would be. reflected
i in lower selling prices, this could

1 do something to check inflationary

.; forces. But. this would be true only

; so long-as that saving is reflected

1n a checking of price increases or

; their:lowering rather than glvmg

employers or “dividend  receivers
j more buying - power ‘to bid’ up
other prices.

. Producers have been saying that
they must move up  their prices
in order to keep up with costs
“and survive, If ‘then the coming
v of larger production will ' make
i further rise impossible and force

jected ~without checking of the
level of productive activity? Or
will 'be protective motive result
in ‘production cut-backs and cu-
mulative recession?  If producers
must move up. their prices in or-
der ' to survive, how are: they to
go on producing in volume after
prices fall in response to refilled
_pipe lines, unstopped bottlenecks,
"and a generally’ 1mproved state of

3 ‘productiviiy?

Near-maximum productlon'
exists today by virtue of a whole
-group: of rather abnormal circum-
stances. ) With . special: export de-
‘mand; the more ot less temporary
crop’ ‘shortages, the “incompleted
catching “up--on - war+-and. prewar
dépression vinterruptions “of . re-

tar / preparedness, we are by no
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ia hxgh production economy.

<31 2. This means- clearly that in the

. broader and longer-run sense, ac-
oitelerated production- or enlarging
i 'the' flow. of current: product. will
,undf alone solve the problem of
i, how to maintain a maximum level

(N cd for FRASER
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sharp reductions; will this be ef-|"

placement  in:durable: goods; and:
:the: continuance’ of -postwar mili-

of production. It will sxmply ad—
vance - the time when we shall

have to face the problem of what. k

price income, and property value
adjustments have to be made to
strike an' internally :consistent or
stable equilibrium. It seems clear
that in reaching:this equilibrium

many industrial prices must come'

down at least in relation to other
prices.. Many rates of profit must
subside while reasonable - profit-
ability 'is established - in . other
areas. Gross imbalances in. the
wage structure must be rectified
by some drawing together of those
now at opposite extremes: of the
wage scale, Better balances of in-

come among sections, groups, and ||

individuals must be attained.

What relationships are needed
in'a given.instance cannot be told
by formula or foretold in advance
of the evolving situation.. But
the attitude which should prevail
is “clear.” In any 'composite' of
salutary. policies, none. is: so: sig-
nificant as’ the achievement and
maintenance of real price compe-
tition, which means the lowest

price consistent with a fair return |

in .a“stable economy rather than
the highest price that the' traffic
will bear in an unstable economy

‘Maintenance  of a state: of maxi-=||.

mum: production, once it has been
reached,’ is' absolutely ‘inconsistent
with the use of monopolistic con-

‘t,;ol to.exact for any. organization

or-'unit 'a’ more -favorable dis-
tributive ‘position than would be
meted out to it by a. system of
completely fluid competition.
This is recognized in the fallacy
policy-declaration of the Employ-
ment..Act. for “free competitive
enterprise.”” The extent to which
this policy is etfectuated will be
the supreme test of our busmess
“system. i

The Board of Directors: has de-
clared a quarterly dividend of
50c per share on:the outstanding
Common Stock, payable on Feb-
ruary. 2, 1948, to stockholders
of record ‘on Janvary 9, 1948.
The transfer books will not close,
THOS. A. CLARK
December 23, 1947. Treasurer

“Call ¢ Jor

New York, N Y.
December 17, 1947

Philip: Morrls & Co. L, Tnc.

' The ‘regular quarterly ‘dividend of
$1.00 per share on the Cumulative Pre-
ferred Stock, 4% Series, and the regu-

i lar quarterly dividend of 90¢ per share

on the Cumulative Preferred Stock,

'°3.60% Series have been declared pay-
able February 1, 1948, to holders of

'Preferred Stock of the respective series
of record at the close of business on
January 15,.1948,

There has also’ been' declared the'
quarterly-dividend .of 37%¢ per share

. on the Common Stock ($5 Par), payable
January 15, 1948 to holders of Common

! Stock of record at the close of business
on December 30; 1947,

Pursuant to & resolution’ adopted at

‘ the Stockholders’ Meeting held on July
10, 1945,; no Certificate representing a

' share or shares of Common Stock of
the par value of $10 each is recognized,
for any purpose, until: surrendered, and
a Certificate or Certificates for new
Common Stock of the par value of $5

each shall have been issued therefor.
Holders of Certificates- for shares of
Common Stock of the par value of $10

..each are therefore urged to exchange

such Certificates, for Certificates for

new: Common Stock of the par value of
$5 per share, on-the basis of two shares
of new Common Stock $5 par value,
for each share of Common Stock of the
par value of $10.

2 L. G. HANSON; Treasurer.
e Z 72 22 TN

CORPORATION

declared a dividend of $3.00 per share

©on the outstanding capital stock of

the Company, payable on January 8;

1948; to stockholders of record at the

close of business December 26, 1947
RR.Y

SOUTHERN CALIFORNIA
EDISON COMPANY
Common Dividend No. 152
Preference, 4.48% Series,
Dividend No. 3
The Board of Directors has au-
thorized  the payment of the
following. quarterly dividends:
37V5 cents per share on the
Common Stock, payable Janu-
ary 31, 1948, to stockholders of
record on January 5, 1948:

28 cents per share on: the
Preference Stock, 4.48%: Con-. |,
vertible Series, payable January
.31, 1948, to stockholders of

record on January 5, 1948, &
0. V. SHOWERS

December 19, 1947~ Secretary

: H. BE
[ ¢ Vice Presldent and Treasurer )

The Board of Directors of The

i United Corporation has declared a

. dividend of 75c per share, accruing
on January 1, 1948 upon the out-
standing $3 Cumulative Preference
Stock, payable January 12, 1948 to
the holders of record at the close of
business: January-2, 1948, . -

: THOMAS H. STACY, .
‘. December 23, 1947 Secretary.

Colonial 3Atills, 3ne.

498 Seventh Avenue
NEW YORK 18, N.Y.

The Board of Directors of this
Corporation: has declared a
regular quarterly dividend of
25 cents per share on the cap-
' ital stock outstanding, pay-

i able January 16, 1948 to
‘| stockholders of record. Janu-
ary 5, 1948.

COLONIAL MILLS, Inc,
EDWARD A. WERNER, Treasurer
16,1947 €

D b

the close of business January 2,

payment of this dividend.

THE CHASE NATIONAL BANK' OF THE CITY OF NEW YORK

* The Chase National Bank of the City of New York has declared
a dividend of 40¢ per share on the 7,400,000 shares of the capital
stock of the Bank, payable February 2, 1948 to-holders of recordat

1948.

The transfer books will not be closed in connection with the

THE CHASE NATIONAL BANK
OF THE CITY OF NEW YORK
;Wi H. Mogrhead:

Vice President and Cashier

paendy w
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Behind-the-Scene Interpretations
from the Nation's Capigal g

And You

President Truman's message  on  long-term foreign aid " has

aroused ‘a’ bitterness which ig. passing from

private conversation te

open attack. Asa result the debate on foreign aid will be bitter and
iong:. The outcome will be uncertain, -Exactly. what Mr. Truman did

~was to turn his back: upon the
“traveling Congréssmen’ who re-
turned last fall from trips to Eu-
rope. fully convinced that ' sub-
stantial ~aid ‘ must: be . atforded
Turope, ' if : carefully ~and realis-
tically ~handled The President
kicked over the recommendations
of these: Congressmen  on  almost
‘@yery major point. It is-upon these
same MC’s that the State Depart-
‘ment must: depend :for, the".in-

“ -cremnent of ' support necessary: to

get foreign aid approved. .Thus
the - President “has put about'a
hundred Congressmen, typifies ‘by
‘such men’ as Rep. Christian ‘Her-
ter; in-a position where; if ‘they
.vote- for: -foreign  aid; ~they ‘must
‘do it almost in spite of themselves.
- That is; unless they can overturn:
ithe President.
| b b | * *
‘Mr. ‘Truman _first overruled
i Congressmen . on the ‘amount:
While placing the total at $17
. Pbillion, the President gave'the
impression this was just an open:
“end. In his message; at least, he
suggested that currency stabili-
zation loans would bring the
total above $17 billion. Aid for
China and Japan and Korea
will come later, and still further
boost the total.  There was even
a broad  hint - of Santa Claus
“ going to Latin America. The
Harriman - committee, conver-
sely, placed the European aid
total at from $12 to $I8 billion
.—about the most Congressmen
were thinking.
iy Ed * £

Republicans are convinced that
the President will set the dollar
goal high enough to preclude  a
cut in personal income taxes.

HoR &

. Mr. Truman proposed that the
| 4-year authorization of $17 billion

" Pe voted in 1948. Majority senti-

ment leans strongly to the view
that ‘Congress - should ‘never com-
mit itself to any .dollar total for
» more than one year at a time.
# # L3

One of the strongest convic-
tions carried back by the visit-
ing Congressmen was that rea-
listic European currency adjust-
ment is an -indispensable ele-
ment to the operation of ERP—
—FEuropean Recovery' Program.
¥t may not prove to be feasible
to - insist -upon currency read-
justment  first.. However, Con-
. gressmen Sy thetic with for-
o eign ai that this step

should De initia &T?rly in the

game. They see it ay so impor-
tant that without-it. American
aid will| not work. The Presi-
dent, on| the other hand, rele-
gated this development as some-
thing to be undertaken vaguely,

3

later, ‘ :
" % %

Probably the greatest contro- ;

versy, however, will settle on the
machinery for operating foreign
2id. . Mr. Truman completely
backed the State Department. His
proposed . Economic Cooperation
Administration ‘would "be domi-
nated entirely by the: White House
and the State Department.

“This throws all bi-partisanism
in' the administration of foreiga
aid -out - the window,” it - was
stated privately by a voice which
Mr. Truman will have to reckon
with. Republicans and -Democrats
alike had trecommended the-crea-
tion of an aid administiation cor-
poration, headed by . outstanding
businessmen and industrialists. In
their selection Republicans would

. have a voice. Mr, Truman spe-

hitizedfor FRASER
h.//fraser.stliouisted.orgl . -

sfavaa)
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cifically rejected the corporation
idea. ’
prrS Ed £ * g
Congressmen feel most strong-
1y that the gentlemen of: the:
ferzign office  are: in_ no. way

equipped to-handle the job, even |

though Mr, Truman: insists.. 1t

is.an economic and . technical |

job, “"the. ' Congressmen assert.
Technically. ‘trained. men. must

! make: the decisions; subject only |-~
to foreign office check on major - }:

policy.' : : :

So strongly does the Presiden
cross:.sentiment in. this issue, that
it-ereates-the possibility the: first
fight 'will be on foreign: aid ad-

ministration; not ‘whether, or how"
“|'muech; “I. would :rather: give $2
billion- annually through a compe- |

tent ‘administrative agency than
$4 billion ' through the State De-
partment.”: This, ‘another . key
view. :So an effort may be made
first' to determine what kind. of
an agency will handle foreign aid
before Congress determines

whether it will legislate any pro-

gram, and how much.

i LR L

There is a saying that in a
presidential election year, the
veterans always get something.
That “something” may be no

bigger than moderately larger &«

subsistence for the boys and
girls studying at goyernment
expense. .

Two major drives of veterans
organizations are for universal
military training and housing.
The Taft-Wagner-Ellender pub-
lic: housing bill is at least for
the ‘'moment- under the “anti-
inflation” cloud. © The Legion
.heusing: bill is making so little
headway the House: Veterans
Committee is trying to run it
through, in lieu of the Banking
Committee. Universal Military
Training is favered by the
Chairmen of the two "Armed
Services Committee, but can be
put through only by some overt
Russian aggressiveness. Somay-
be the old rule of a big sweel
for.the veterans in a presiden-
tial year will not work out.

# B £ h

Senator Taft has sponsored the
TEW housing bill,’ Federal ‘aid"for
education; and Federal health in-
surance. These areintended to
provide one-package appeal for
the ‘left-wing customers, in case
the Ohio Senator can get the Re-
publican presidential nomination.
The Senator, it is a good bet, will
settle next year for Senate pas-
sage of just one of these, |The
one favored—Federal aid for edu-
cation. Even should this hurdle
the Upper Cmamber; it will be
pigeon-holded  securely - in ‘the
House. :

Unless the many differences of
opinion within industry and gov-
ernment over the future of rub-
ber policy can be reconciled, the
status quo will be continued, for
another year -or. so. .That means
continued RFC operation of the
synthetic plants. ¥

Alex. Brown & Sons
To Admit

BALTIMORE, MD. — Alex.
Brown & Sons, 35 East Baltimore
Street, members of the New-York
and. Baltimore *Stock Exchanges.
will  admit . Carolyni.  Griswold
Egerton and Betty Griswold

Fisher-to-limited -partnership- on )
Jan,'2, ¥
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A Ghristmas Bay ' Ehitﬁtial

Once more the curtain is all ready to r'se on Chr'stmas,
Anno Domini 1947. 'Rumors of a third world war, or no war,
the Star: of Bethlehem will rise on the broaj Atlantic this
coming .Christmas Day, and.as_surely as day: follows night
the Christ-birthday will travel the world 'round to.the illim-
itable Pacific and to the farthermost parts of ‘the earth to
cheer'and hearten the saf anJ weary Learts oi fils:Wal-to1
world.

The “Merry Christmas”. cf.today and Dickens’ “Christ-
mas Carol” will not fail to again reilieve tre-c¢rab and sordid
commonplaces of our daily existence and, particularly cothis
year, it:should help us to forget the: disappoi.it ny peacetinie
trend of world events.

Cnce aga.n:we. will. drop - the heavy:burdens of daily.
routine ‘to- play -Santa Claus with the: children; to dance
around the Christmas tree, to sing carols and to gather about

- ‘the festive board totalk about God’s children and our {riends.

: Weighty ‘problems of 'politics, finances and: economics '
will. be.left behind at the ‘shop. and the office. door and our
thoughts: will - turn:sympathetically..to {he sick and inf.rm,
the troubled souls and: the deserving destitute:

hile many of us. will: be literally. broken'financially,
we at least have smiles; hand-shakes, good will and friendly,
encouraging words left in. the family possessions to bestow .
on those: fellow: creatures: less. fortunate -than: ourselves:
o dE there is: one thing th's old world needs at present, it

. is. the. Christmas_spirit; good will toward: others and more. -
faith in God and Mankind. : R :

* We should, every mother’s  son of us, give a prayer of
gratitude: to jour Maker that we are privilege in this land -

. of the Free to. enjoy our  American: birthrights unmolested
while the bg Show Boat of Life gees on and on; perhaps not
always for our personal aggrandizement, but at least for our

- edification and amusement, ;

For over half of a century many of us elders have been
heavy lookers-on at the world scene; sometimes it has been
comedy or melodrama, but more oftén pathos or tragedy, yet
there have been plenty of laughs, fun, satisfactions, simple
pleasures anrd worth ‘while experiences we wouldn’t have
missed for anything.

_ Next year promises to be brimful of adventure for Man-
kind, _nationally and internationally. Thank God! the average
American has a'sense of humor to balance him in his toils
and s_truggles. That is why it is good to live awhile longer
in this blessed country of ours, to be an American, to hope,
to work, to play and never lose our interest in humanity.

The genuine satisfactions of life are not to be had from
the accumulation of wealth, power, honor or fame, but rather
from t.he' simple, every-day performance of unheralded, tn-
obtrusive kindnesses to our fellow beings exemplified by a
friendly act, a cheery word of praise or disinterested advice
to a distraught, discouraged or needy individual,

. This then may be said to be the essence of the Christrras
spirit this year and every year and the code thal the lowly
Nazarene practiced. in his few years on this old earth.

For the youth of America, what greater inspiration and

hope is needed to understand these troubled times when the
shades of Communism are fast enveloping the world, than to
be: rer_ninded that the great: spiritual leader and Saviour of
Mankind was: an: humble carpenter who taught love and
unselfishness to an unbelieving and cruel world. For it was
He who said, “Greater love hath no man than this, that a
man lay down his life for his friends.”
: If we practice the religion of the Man of Galilee which
was—to. help. others to help themselves—we will face the
eventualities of 1948 with unfailing courage and resolution.
4 The. example shown us by the Prince of Peace and its
influence down the ages is still clvilization’s guiding light
and hope this Christmas Day: for there is no room in this
world for hate or force.

It is heartening indeed to think that Jew, Catholic and
Protestant worship the same God, and are a mighty force to
work and fight for peace on earth and good will toward man.

“Above. the voices of the wecrld
We hear the angels’ song;

Amid the hate and greed of war
We know that love is strong.

For long ago God dreamed a dream
Of peace, goodwill to men.

He knows men, will remember

""and ‘dream His dream again.”
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San Fran. Bond Club
Elects New Officers

SAN FRANCISCO, CALIF. —
The. San Franeisco. Bond Club has
elected :Frank F. Wal}(e;, Dean

Frank F. Walker -

Witter & Co,, :__Presideh’; for the
énsuing year.-~Paul Pflueger of -

Max - I.7 Koshland ::&: Co. was - [
| shosen: Vice-President ‘and Leon= -

ard Renick, J.-Barth & Co., was |

named . fox . Secretary-Treasurer. - /|
Club' directors are Charles Hark=-. |
{ins, Blyth & Co., Inc., and' H. &

Schlemmer, Schwabacher & 'CG." |

Steiner, Rouse to Admit
Melzger & Goldhers

Steiner, Rouse & Co.; 25 Broad
Street, New York City, members
of the New York Stock Exchange,
will admit Jerome Metzger and
Harry Goldberg to partnership in
the firm on Jan. 1. Mr. Metzger
has been with the firm for some
time as co-manager of the Bond
and Trading departments,

Italian
Bonds
Stocks

e e

M. S. Wien & Go.

ESTABLISHED 1919
Members N. Y. Security Dealers Ass'n
40 Exchange P1., N. Y.5 . HA. 2-8780

TelEtype N. Y. 1-1397

Trading Markets:

~ Ralston Steel Car
Oregon Portland Cement
Riverside Cement A & B
Spokane Portland Cement

' LERNER & CO.

Investment Securities

10 Post Office Square, Boston 9, Mass.
Telephone Hubbard 1990 'I:’elehpo Bs 63

- HAnover 2-0050 Teletype—NY 1-971

~ FOREIGN SECURITIES
 CARL MABES & CO. INc.

vt Lo SPECIALISTS | it fiiis (v
50 Broad Sh‘eal | New Yo"k 4:\“. Y.

AFFILIATE: CARL MARKS & CO. Inc. CHICAGO L

|| Tol; REctor 2-2020 - Tele. NY. 13

Empire Steel Corp. ‘
Susquehahna Mills

—
.

Hill, Thompson & Co., ipe:
' Markets and Situations for De rs:
‘120 Broadway, New Yor "

m—






