JAN 9 1948

" ESTABLISHED 1839 -

Reg. U, 8. Pat. Office

New York, N..Y., Thui‘sday, January 8, 1948

Can the Federal Reserve
Serve Two Masters?|

By DOUGLAS H. BELLEMORE
Chairman, Department of Economics, Boston University

Dr. Bellemore points out Federal Reserve Board is-neglecting its
major responublllty to public by endeavoring to serve the Treas-
ury’s aim to keep mlteress ralt,es low. .Says Reserve Board wants
more power to control credit, because use of existing powers, espe-
cially in open market operations, runs counter to- ftsp comm,ltmsnt . requirements. . Urges compulsory mlhtary training.

" to Treasury to hold down interest rates. Argues rise in interest | 0 his State of the Union message, delivered in person
rates will ot adversely affect Treasury in refunding operations -, | t0 Congress on Jan. 7, President Harry S. Truman proposed
and will not cause financial difficulties to banks. Wants interest - | @ taX program which ‘would reduce individual income taxes
, ‘ rates decontrolled. by allowing a $40 tax.reduction by the taxpayer for each

dependent, in addition to present allowances, but which

would provide additional taxes on business corporations so
as to offset the estimated revenue loss of $3,200,000,000 from
individual levies. The President ‘also proposed: a furtner
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"Tax Cut and Reduced
;Spendmg to Come

By HON. J. W. MARTIN, JR.*

Speaker of the House of
Representatives

Price 30 Cents a Copy

Truman ‘Urges Hngher
Taxes on Business

 President, in message on State of the Union, proposes tax reduc-
tions on lower income groups be offset by $3.2 billions additional
taxes on corporations. Says inflation is nation’s major problem °
and there should be no general reduction in taxes until it is stopped.

: Would expand social security legislation and raise minimum wage

| - Speaker Martin scores New Deal
.+ spendthrift policy and promises
' Republican - Congress - will - cut
. ¢ Government : expenditures and
continue to seek tax reductions.
‘Says foreign aid program should

;. mot be such as to bankrupt U. S,

I'll talk about Federal Gov-

- ernment expendltures and taxes. |
“Spendthrift”

describes New

Deal Demo-

crat adminis-

tration, past

and. present,

‘For some years the Federal Reserve Board has tried to serve
two masters. It has tried to fulfill its major responsibility to the
general public and at the same time answer “Yes” to every reques
of the Treasury Department. -Until. recently, policies . generating

¢ 'Hon. J.W. Martin, Jr.

‘Tax and tax,
spend and
spend, has

“been their
guiding phi-

losophy as
they traveled
the road -to

‘ruin, bank-

j ruptcy, and
the police
state, For any
whim, or any

“experiment in collectivism . they

-could think of, the New Dealers

taxed and taxed and spent and

spent. They claim if the govern-

- ment takes the people’s money
and spends . it, the result is not

from the two
sources were
not too far
apart; - but
lately, in' the
.presence _of
a typical
postwar infla-
tion, the two
. policies-have
become’
metrically ep-
posed, Specif-
ically, - while
the Board of
Governors
of the Fed-
eral Reserve
System has

D. H, Bellemore

dia-

As We See It

A Forceful Reminder!

“Developments in the Government bond market during
the: past month:or two, particularly: during the .past two
weeks, - _WIll .serve, we must.all most. ardently -hope, as a
pointed reminder of an underlying” condition long existing,
but nonetheless heavy ‘with portentous meaning. That un-
derlying condition is, of course, an interest rate which is
simply and solely the' product of manipulation on-a scale
never dreamed of prior to 1933, and an interest rate which,
through the sale of public deficits in astronomical amounts

expansion. of
the Social Se- -
curity Pro-
gram and a
lifting of the
40-cent mini--
mum wage to
75 cents ~per
hour.

The text of
thePresidant’s -
message fol-
fows: *- e

Mry. Pr=<1-
dent, Mr.
Speaker,
members of
the 80th Con-
gress: i

President Truman

strongly expressed its anxiety
over the rapidly expanding credit
structure, it has, at the same time,
stated its inability to restrict
credit. The cause of its impo-
- | tency stems from its commitments
to the Treasury Department to
support government bond prices
and prevent the yield on govern-
ment securities from rising. This

_inflationary, but if the people
spend their own money the result
is inflationary, That is nonsense.

The American people know the

- (Continued on page 40)

in a “rigged” market, has now imbedded itself in the eco-
nomic system directly or indirectly from bottom to top and
from end to end.

The portentous meanmg of this condition is that
any sustained and sincere attempt to unpeg or free the
Government bond market must, unless care is taken to
prevent it, place in jeopardy many of our most funda-
mentally vital financial institutions, to say nothing of

We are here today to consider
the state of the union,

On this occasion, above . all
others, the Congress and the Pres=-
ident should concentrate their at-
tention, not upon party but upon
country; not upon - the things

(Continued on page 46)

*A statement by Speaker Mar-
tin at the Republican Party Rally,
broadcast over-the Mutual Broad-

casting Co., Jan, 5, 1948,
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then is the dilemma: to prevent
higher interest rates and corre-
spondingly lower prices on gov-
ernment obligations in Lne with

(Continued on page 34)
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Let Life Insurance "Cbhipanies1 =

~ ' Satisfy Our Capital Needs!

A% ' By BENJAMIN J. BUTTENWEISER*

Partner, Kuhn, Loeb & Co.+ ¢ -

Mr. Buttenweiser notes industry’s enormous annual capital requirements, of ‘which $61/- billions must

- ‘come from investment market. Points out severe drop in savings of individuals, at same time those

going to insurance companies are rising. - Strongly recommends that for economic, financial, sociologi-
cal, and practical reasons, life insurance companies be permitted to invest:portion of their funds in

equities, under codified safeguards.

I think it was’the Jate Robert Louis Stevenson who- once; said that if he only knew
what to leave out of a book he ‘would write the greatest novel ever written, He wrote some
good works, so I shall speak about equity capital, and, in doing so, try not to make it the

same old
hooey to
which your
Chairman re-
ferred. in his
gracious intro-
duction.

I think any -
discussion of
this subject, as
I evaluate it,
involves' con-
sideration of
its five major
facets and try-
ing to formu-
late"answers
to the five
consequent
problems that are posed. Just to
save you time, I have jotted down
what I think are the five major
facets of this problem:

First: What are the capital re-
quirements, present and reason-
ably foreseeable?

B. J. Buttenwieser

(At the outset I would like to
make it very clear that the views
expressed herein are my own and
not mecessarily those of the firm
of which I am a partner.) .

Second:  What and where are
the present actual and ' future
probable means for purveying such
needed capital- under present
methods and laws? .

“Third: What are the economic
and social implications -of , not
meeting capital requirements
along sound financia] lines? -

Fourth: ' What ‘changes would
aid in meeting -capital require-
ments along these sound financial
lines?

And Fifth: Would such changes

really represent any drastic or|-

radical or even actual departure
from present realities ' or: from
time-tested principles and experi-
ence as to investments?

Let’s ccnsider each of those, one|

at a time. First: What are the
capital requirements, present and
reasonably foreseeable? It was
not .very long. ago. early in the

thirties, wi'h the advent of a new

administration. and accentuated, I

‘think, .during the TNEC investi-

gation,.tnat a great many:pzople
preached the doctrine that Amer-

‘ica-had reached its economic ma-

turity,  that we had no more
frontiers.: I:think such opinions
represented mental atrophy.

I think I can ghow you from
rather  cogent excerpts.from re-
cent writings that the shoe is com-
pletely on the:other foot. now. It
is not. a question of - are there

(Continued on page 50)

*From special transcript of
talk of Mr. Buttenweiser before
N. Y. Society of Security Analysts,
Jan. 6, 1948.

Gold in the News

By HERBERT M. BRATTER -

Mr. Bratter reviews recent developments in gold markets throughout:world and indicates considerable

amount of gold still sold in black markets at varying premiums. Discusses International Monetary

Fund’s difficult situation relating to currency parities and efforts being made to discourage gold specu-

lation and gold premiums. States Bretton Woods Conference meant to encourage gold sales at premium

prices. Explains Canada’s subsidy plan and reasons for U. S. opposition, and contends payment of

gold mining subsidies does not violate articles of agreement of International Monetary Fund. Sees in-
creased gold output fllowing to United States.

" For those ‘interested in gold there has been no dearth of news in recent weeks and
months. Gold is the thermometer by which the monetary health of the world is judged.
The metal is always one sure way to raise dollar balances, and doubtless will continue to

possess that
attribute,  de-
spite the im-
plied threat
of discontinu-
ance of gold
buying which
may be con-
tained 'in ‘the
National Ad-
visory .~ Coun- {4
¢il’s * Dec. 12 -
statement dis-
approving
tendencies for
foreign ' coun-
tries .to be-
come depend-
ent on subsi-
dized gold production as a solution
of their dollar-exchange problems.
,Although in most of the world
a whole generation is growing up
without ever touching or seeing
a gold coin, unless in a museum,

Herbert M. Bratter

gold is still the basic element in

this country’s monetary and credit
structure; and from the standpoint
of external convertibility for all
practical purposes the dollar is
on the gold standard, although it
would be closer to the. truth to

! | transactions

say that gold is on the dollar
standard. -

This: also is true of the: World
Fund, whose articles of agree-
ment  reserve ‘an ;honored . place
for the yellow metal, but whose
and thinking  are
none 'the less reckoned in dol-
lars. The fact that the par-val-
ues of the currencies of Fund
members must be expressed in
gold gives a sometimes exagger-
ated importance to the many un-
official markets about the world
where gold- is traded in at a pre-
mium. Yet the precarious nature
of the structure.of currency pari-
tiés which the Fund last year for-
mally accepted cannot be wished
away merely by saying that the
volume of trading in black-mar~
ket gold is very limited. More-
over, there has been evident in
some Fund member countries a
tendency to -grope for loopholes
in the Fund’s articles of agree-
ment as they apply to maintenance
of parities. ;

From the outset, the Fund rec-
ognized that it would have to take
a stand in opposition to the pre-

We Maintain Active Markets in U. S. FUNDS for Y
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Brown Co.
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. Department
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mium traffic in gold -as soon  as

-possible; and -the soonest that i

was possible for the executive di-
rectors to reach an agreement was
when this year the Fund issuec
its well-known June 18 appeal tc
members to discourage such traf-
fic; - It was pursuant to. that ap-
peal, in the formulation of which

'the United States as the Fund’s

biggest ‘“‘shareholder” had  taker
a leading role, that the Treasury
last month put into effect amendeg

regulations governing the re-ex-|._

portation of gold sent to this coun-
try -for refining, The amended
regulations, it is ‘interesting to
note, 'are decidedly weaker thar
what the Treasury contemplated
at the outset. It proved impossible
to find the power.to control the
overseas commercial activities of
American citizens such as gold-
and - foreign - exchange arbitra-
geurs.

The trading in gold at premium
prices has been unwelcome to the
authors ' and - supporters -of the
Fund agreement not only because
it tends lo weaken public .confi-

(Continued on.page 25).
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: The expansmn has taken the form

| production hsas. risen from about

|to meet

.| outside -of banks) during the last

| how convincing i

econormsts recently polled by the:

recession will
be “mild”; 19
“moderately
serious”; .and
11, “serious.”
Four did not
say.
-For over
vtw 0 years —
ever since the
transition
from war pro-
duction to ci-
vilian produc-
tion in the fall
of 1945—Dbusi-
ness has been
expanding.

'Prof. S.. H. Slichter

of ‘a rise i1 prices more than a
-gain in production, but both have
increased.” The index of industrial

162 in October 1945 to 192 in Oc-
tober 1947 but wholesale prices
have increased about 50% and the
cost of l\ ing 25%. In an attempt|

the ‘deménd for goods,
industry ‘has :increased. civilian
employment by 7.5 million—from
51.4 million in September 1945 to
58.9 million in September 1947,
The keen demand for labor has
kept the labor force substantially
larger than normal, causing hun-
dreds of thousands ‘of .persons to
postpone retirement and hundreds
of thousands of “temporary” wom-
en workers to. remain in the labor
force. The increase in demand for
goods has been facilitated by a
growth-of 17% in the money sup-
ply. (demand deposits and:- money

two years. and by a rise of about
13% in the turnover of money.
Two years is not a'long period
for business to expand without
recession, but the price’ level
usually does not. vise as. much as
50% "without the development of
maladjustments which halt ‘ the
advance. Hence it is time to be
on the alert for signs of a down-
turn. Let us begin the analysis of
the state of business by attempting
to build up the strongest possible
case for an early T cessmn and see

IT.

The principal conditions which
might bring abeut a recession m
1948 are:

(1) The output of goods w111 in-
crease’ as. bottlenecks are grad-
ually eliminated. Industry has had
a difficult time increasing -output.

-duced.
cereal prices may drop: substan- |

For nearly a year during the lat-
ter part of 1946 and the first eight

s lackmg Cautions rising short-term debts may lay groundwork
: for “big bust.”

I’
:Is“a recession in. business imminent?

Seventy five out of 100
F. W. Dodge Corporation believe

‘| that it is, February and March 1948 were most frequently mentioned
as the begmmng of the recession, Forty-one of these economists be-
lieve that the >—

months of 1947 the index of in-

, | Gustrial “ proeduction remained at

about 185. . Significant' and en-
couraging has been the rise to 190

"in September and 192 in October.

This jump indicates that bottle-
necks at last are being overcome
and that industry may soon obtain

‘'a’ return on its huge expenditures

of the last year for new equip-
ment,

Scarcity of steel and other ma-
terials will still limit output, but
it is reasonable to expect.the in-
dex of industrial production soon
to be somewhere between 195 and
200. The increase in output could
bring about a spotty weakness in
prices which in turn might cause
some  liquidation of inventories
and some postponement of com-

mitments until price adjustments |]

had cccurred. Thus the rise in
production could easily halt itself
and, in conjunction with other

condltlons bring about a down- |

turn in output.
(2) The shortages of the past

yearshave driveh ‘many prices to,
levels from. which a drop mayl|,
This is particularly |

easily start.
tfrue of cereal prices. Western
Europe suffered a combination of
unfavorable: conditiong which is

not likely to be repeated in.its|]|
entirety—an exceptionally severe ||

winter = followed by a serious

drought. In France, cereal output |

in 1947 was scarcely half of nor-
mal.’ Substantially more ' wheat
will be available from the Ar-

gentine and”Australia this winter ||/

and spring than a year ago. Win-

ter wheat acreage in the United |}
States is up and the crop has made [}

a good start. Indeed, the Decem-
ber crop report ferecasts one of
the largest winter wheat crops in
history. The livestock population
of the United States is being re-
If cereal supplies 'rise,

tially, Such a drep might be con-
tagious and induce a censiderable
postpenement .of ‘commitments.

Food prices as a whole are par-
ticularly vulnerable to contraction
because the country is spemmg a
much Jarger fraction of its income
after taxes on food and drink
than it did before the war—about
30% now as compared with 25%
As other goods become- available,
the proportion of incomes spent
on food will drop.

(3) The: Federal budget is run-
ning a large cash surplus. Indeed.
unless there is a recession before
the end of the present fiscal year

(Continued on page 30) '
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Ra:smg Income Levels vs.Consumer
- Credit as Inflation Factor

By E. C. GRIFFITH

Associate Professor of Economics, Washmgton and Lee University

Prof. Griffith analyzes past relationships between consumer credlt price levels and rise and fall in
personal. incomes, and concludes level of personal income. is. fundamental causal factor in creating

spiral of inflation.  Holds since credit levels result from income variations, credit expansion is. offset
by increased savings and hence -effort to combat prise inflation by  credit controls will prove: fruitless.

Concludes consumer credit is not significant in causing changes in trend of incomes and retail sales.

- As a wartime anti-inflation measure the Federal Government employed a program of
consumer credit control. On Nov. 17 the President asked that these controls be imposed
again as a peacetime anti-inflation weapon. The implication . of this request is that

a rising vol-
ume of con-
sumer credit
is highly. in-
flationary.
There are at '
least three
portions
of the ccun- -
;omy that.con-
‘'sumer. - credit
.is supposed to -
ceffect, and: |
‘through: its
influence . -on.
them it is"
supposed to be
inflationary or
:deflationary
as the case may be. For this
reason, it is said controls must
‘be imposed on consumer credit,
and thereby the inﬂationary_trend

E. C. Griffith.

can be controlled and the depres-

‘sion ‘that' would otherwise follow
can be modified.. The factors that
are influenced -in this way by

.changes’ in' consumer. credit- are: |
(a) personal income (which deter-

mines the ‘demand for goods);
(b) sales (which represent de-
mand); (c). prices (which are the
" evidence of the volume of demand
relative to available goods).

It is always difficult to weigh
‘the influence of. a given variable
in caus.ng an event when the lat-
ter is the result of many varia-
bles. That is the difficulty 'in-
volved ‘in* weighing the role of
consumer .credit . in influencing
personal incomes, sales and prices.
1t is possible, by showing the rela-
tive trends of these variables and
the timing of changes in the
variables, to obtain some indica-
tion of the role of different
variables in causing the event one
seeks to explain,

It is the purpose of- thls paper
‘to review the' normal relation of
consumer credit trends to per-
sonal income, sales, and cost of
living indices from 1929 to 1941.
It will be shown (a) that changes
in consumer credit during those
years consistently: lagged behind
changes in personal income pay-
ments, indicating that consumer
credit trends are normally re-
sults, not causes, of variations in
‘the ability of buyers to purchase
goods as measured by the level

@
of mcomes, «(b). that the volume
of c¢onsumer credit is so related
to the volume of savings that ef-
forts " designed. to control con-
sumer credit without, the appro-
priate effort to control savings will
not prevent price increases except
to the extent. that those who save
do. not use consumer. credits; (c)

'| that-. the; ‘principle - that -causes

cosumer .credit. expansmn is ap-
parently -the- expectation of rising
incomes; hence, credit controls, to

| be effectlve must come . in the

form of : controls’ of personal ‘in-
come payments; (d) that  con-
sumer - credit vanatlons usually

sales; hence, they appear to be the
result, not the cause, of rising and
fallxng sales volume;. (e) -that re-
tail price indices normally show
little correspondence to consumer
credit. trends.

The. years chosen for thxs analy-
sis carry us through the period of
a business; cycle on which a minor
cycle is-imposed. - They end be-
fore the full -impact of the war
was felt, In this. way the role of
consumer credit -can be reviewed
without the necessity of consider-
ing ‘scarcities that, per se, create
inflation. It may be argued that
the presence of scarcities in- the
present  period ~ distinguishes it
from the era under consideration
and, therefore, ‘places the role of
consumer credit in a different
light. - That is true, but it does
not alter the fundamental conclu-
sion of this paper that consumer
credit controls in‘the absence of
adequate control of savings and
incomes will ‘be ineffective in
preventing inflation,

. - v Lo Mo 1

Consumer Credit. and: Personal
Income Payments—The relations
of consumer credit and personal
‘ncome payments are important in
finding the answer to these ques-
tions: (1) Are fluctuations in con-
sumer credit a cause of variations
in personal income payments? If
they are, then credit controls will
tend ‘to. stabilize incomes and act
as.a preventive in controlling in-
flation. " (2). What is the relation
of different types of consumer
 credit, to personal income pay-
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follow ‘changes in the trend of:

ments? It is possible that one

type of consumer credit may. have’

an 1niluence on personal - mcome
payments ‘that consumer credit as
a whole does not. It may be wise
therefore, - to. “select the- type - of
credit that should be. controlled!
(3) ‘What is:the relation of con-
sumer credit levels to the annual
rate ‘of 'savings, out. of incomes?:
If savings out of personal incomes
rise . with consumer credit, then
the ' savings will counteract the
inflationary tendencies  of con-
sumer credit- expansion,  An im-
portant proposition follows from
this: namely, if rlsmg income
causes credit. expansion and sav-
ings - expansion, :then the success
of -efforts - designed . to ,control
consumer credit alone will be
modified for consumers will spend.
their savings if credit -is  not
available.” It will follow also that
if the level of income. determines
credit volume then-effective con-:
sumer credit controls can- come:
only through income controls.

If “the indices of total short-
term consumer debt are compared
to the indices of disposable per-
sonal income for.the years 1929-
1941 (cf. Table I), it is evident
that total short-term consumer
credit showed -~ more:: intensive
variations in trend than dispos-
able personal incomeés. This
would indicate that if fluctuations
in demand are a function of varia-
tions in ‘purchasing power as
represented by personal income
trends, then short-term consumer
credit intensifies the fluctuations,

This conclusion means little;
for it leaves unanswered the
question of the relation of con-
sumer:: credit « variations: asia
casual factorto the”fluctuations
of incomé; it’ 'leavés - unanswered
the question of the relation of
specific types of consumer credit
to income variations; and it leaves
unanswered the question: 'of the
effect .of total and specific types

(Continued on page 36)
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Peace Targets for 1948 and 1950'7';

. ‘By-HON; HAROLD E. STASSEN* T o

'Presldenhal aspirant ‘declares we' can have peace and’ prospenty
by 1950 if meanwhile we promote “modern people’s capitalism” at
home, back Marshall Plan' with-Vandenberg, maintain strong mili- -
tary position, cut off strategic goods from Russia, and combat Com- "'
munist propaganda line. Wants UN charter rewritten. g

I.would discuss with you seriously and in’ direct terms the future

| program of our Republican party upon.the.vital question before our

country, and the effect which the Young Republicans of the nation
might have upon that platform of 1948. I specifically urge upon you,

and upon the®
millions of
other young
Republicans
throughout
America an
_ increasingly
- vigoreus par-
ticipation in
the .affairs qof
~the Repubr
. lican party
and in the or-

ganizations,

delegations,
~.conventions,
campaigns

. ... . and issues in
Harold E. Stassen the party.

Willingness to Pioneer

You will bring to the party an
expanded vision of the realties of
world conditions, a needed, will-
ingness _to pioneer, a greater de-
termination . to.. succeed, and .a
larger measure of optxmlsm You
can be of major importance in
making the Republican party in
1948 the party of hope for'the
people, of service to the people,
and of victory with the people.in
November 1948. But to do so re-
quires a willingness to take issue
within the party with those whose
primary . glance is backward,
whose most cherished word. is no,
whose outlook is. limited by the
territorial borders of our country,
or worse, by the borders of an
election district.

The overshadowing question of
our time is that of future world
war or world peace. The primary
objective of America must be to
win and maintain expanding in-
dividual freedom . for ourselves
and for others without the holo-
caust of a third world war, It is
an objective so challenging in its
difficulties and so thrilling in its
rewards for all mankind as to.in-
spire the best that 1s in the youth
of America.: " °

Considering the current state of
world relationships, and analyzing
the clash and conflict of systems

*An address of Gov, Stassen
before New York Young Repub-
licans, New York City, Jan. 5
1948.
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and ideas with Russia, I believe
it is imperative that our Repub=
lican' party proposes a posmve
far-reaching foreign policy: in
1948 and seeks democratic agree-
ment upon it as a bipartisan pol-
icy, and enlists general public ap-
proval for 1t as an Amerlcan pol-
1cy

UN Must Be Revnsed

‘As the capstone of that policy, -
I propose that the United States

.initiate the calling of a major

United Nations Convention in the
year 1950 for ' the -purpose or
amending and rewriting the Char-
ter and strengthening the United
%\Iatlons for 'its.noble and v1tal
ask.

Such a Convention can be called
under .the present Charter with-
out a veto. It appears to me that
it is necessary and essential that
lt be: called.

- In the first instance, it will set

a_constructive goal out ahead of ..

all the current clashes and dis~
appointments and failures of par-
leys and of relationships. It will
serve to emphasize that our ulti-
mate objectives are for peace and
progress and freedom of man-
kind. It ‘will brighten the hopes
of peoples everywhere. The sum
total of depressed - minds and
helpless attitudes is now a stag-
gering millstone on the world. -

Clearly the United . Nations
needs strengthening. Definitely it .
requires a new voting method to
end .the single power veto, new
means of developing its own po-
lice force, new steps toward the
rule of laws in special problems
and in human rights on a world-
wide level, in the place -of the
domination of men or of absolute
sovereign states. Certainly atomic
energy must be -inspected and
controlled on a world-wide scope.

There is ground for hope that
if we measure up to our interim
responsibilities, the situation in
1950 will be right for progress in
the United Nations.

The Immediate Steps

But while I sketch in broad
strokes the imperative need of
setting this target in 1950 before
the world, I do not minimize the
importance of the interim steps.
In fact, the decisions and actions
in- the intervening months and
years will in large measure pre-
scribe .the prospects of success of
the major later venture,.

First: We 'must demonstrate
the continued success of our free
economy in America with its
modern people’s capitalism, its
high production and its excellent
distribution. This requiresa fét-
work of mterrelated measures 'of
limited powers in government, of
curbs ‘on excessive credit to- de-
crease. inflationary -presstres,’ ‘of
supervision. of exports‘to avoid
too great an impact of world-wide
shortages, of limiting of inven-
tories to prevent hoarding,- -of
economy in the civilian activities
of government, and of a variable
Federal fiscal program, all to.
check booms and avoid depression
busts.. Supplementary ‘action'on
the housmg and health and educa-
tion shortcoming is also indicated.

o
~ Following Th/rough With
Vandénberg . .

Second: We should follow
through thoroughly with Senator
Vandenberg on the Marshall Plan
for rebuilding Europé,’placing it
on a sound and businesslike basis,
estabhshmg proper economic con=-

- (Continued on page 37)
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i T * R G ks Th 5 5} .. Steel “Production ... .
gt R B B e Electric Output
: Carloadings
; St t ~ “. Retail Trade
A a e Commodity Price Index
. : - Food Price Index -
« Auto Production
Business - Failures”

of Tradé
and Industry |

. The aftermath’ of. Christmas and. the impending New Year's

e holiday_ worked to cut total industrial output last. week.somewhat |:
.. below- the high levels of '

recent weeks, : o 3
Production schedules in a.number of factories were curtailed be-
cause of .the holiday and snow and sleet storms in various sections
of the country impeded travel and played havoc' with business ana

industry in general. ? . : %

.- An increased number of clearance. sales encouraged. consumer
buying last week,.but retail volume in.the period was moderately
. below that of the preceding week and slightly exceeded that of the
corresponding ‘week a year ago. Markdowns were generally not as
large or widespread as they were a year ago but consumers responded
favorably, . : : ’ T4

Buyer attendance at the wholesdle centres declined substantially
following the Christmas holiday. Wholesale volumeé was somewhat
below that'of the breceding week but slightly exceeded that of the
corresponding week a year ago. Purchasing " was largely confined

- to a current stock replacement basis and deliveries were generally
‘reported to be prompt. o !

Entering upon the New Year several desirable factors-presently | h

obtain .in' permitting it to get off to a good start, '‘Among them is
found the labor supply  market which is generally adequate with
payrolls steady and at a high mark. Highly important, too, is the
fact. that demand for most “manufactured ‘products continues to run
very large with. order backlogs ‘remaining substantial,

Of some importance last week was the action taken by President
Truman in finally affixing his signature to the Republican-sponsored
anti-inflation measure which he.stated was “‘pitifully- inadequate.”

Senator Robert A. Taft, (R.) of Ohio responding to the Presi-
dent’s remark charged Mr. Truman with “playing politics with high
prices” and added, “The truth is that the President has every power,
except. the power of imposing price: control. And_that:is justlike
saying we will go on stoking the boiler as hard as we can, then tie
down the safety walve and everything will be all right.”

. .Steel Output of Close to 86,000,000 Tons Forecast for 1948
. Balance between supply. and demand in steel will not come in
1948, say “Steel’s” editors, although some strides. will be made in
- closing the gap. That balance may be as little as 12 months or as
much as 24 ‘months away. : Steel production in' 1948 should hit close
to 86,000,000 tons, more - than amillion ' tons over the 1947 figure.
Although three' million tons capacity each for ingots, pig iron and
coke are being added, shortage of scrap and transportation facilities
will prevent full utilization during the year, 5

Construction Predicted to Stand: at $15,000,000,000
- _In’ the construction field, the Commerce - Department predicts
. tight ‘supply conditions in a few

brevent activity from going “much above $15,000,000,000” in 1948.

The bottleneck in scarce products, it reports, is confined to
lumber, gypsum board, wire nails and certain iron and steel items.
.- However, if the Commerce Department’s predictions hold, ‘con-
struction in 1948 should exceed that of 1947 by approximately $2,-
122,000,000. : ;
: ) Automotive Prospects in 1948 :
.. - In the automotive industry prospects for 1948 are. relatively good
states “Ward’s ‘Automotive Reports,” which forecasts a total.of 5;-
500,000, cars and trucks from the U, S. and Canada, .

It predicted during January and . February output would  be
about 10% below figures for December, because materials were used
up ahead of time in a drive to reach production .records the last

months of 1947, but forecast a steady climb from the first quarter
onward.

X Selling electric appliances may not be as easy in 1948 ag it was in
1947, but the market will be there and ready for energetic cultivation,
says “Electrical Merchandising,” magazine.

In compiling figures on 1947, the publication states, the editors
were repeatedly struck by the fact.that the output of all major ap-
pliances exceeded the reasonable anticipations of a year ago. Few
manufacturers, the paper adds, were even confident that the mate-
rials could be procured for the very large totals that the year’s end
disclosed. - Without major obstacles, ‘in the economic or political
fields, it further notes, there is no reason to believe that the 1948
volume will be less than that of 1947 '

November Incorporations Lowest in Two Years
. 'The rate of new business incorporations dropped sharply  in
November, according to the latest survey by Dun & Bradstreet, Inc:
“The count. of 7,855 represented the smallest total for any previous
~month during the past two years. There was a decline of 1,754, or

18.3%, from the 9,609 recorded.in October, and a decrease of 630, or
7.4%, below the November 1946 figure of 8,485,

., Stock company formations for all states during the 11 months
ending with November numbered 102,479." This was a decrease .of
20,443, or 16.6%, under the peak total of 122,922 for the similar pe-
riod a year ago. ‘ ; o

S:{E}BL' OPERATIONS RATE HIGHEST SINCE MAY, 1944

. «If steel firms agree to ‘voluntarily allocate 10 to 15% more steel
10, the farm implement industry,.the petroleum industry and to freight
«ars, thousands. of other steel customers  are going to get less steel,
states “The Iron Age,” national metalworking weekly,

.31, If the industry should decide to bitterly oppose a voluntary allo-
cation program directed by the government, it will be castigated

and held up as recalcitrant at some later date. Then if the-steel-

picture continues tight, as. it is bound to do no matter what happens,
-.steel 'firms.might eventually. find themselves faced  with strict con-
trols backed by governmental authority, e g
..+ The plan which the Commerce Department is to discuss. with the
steel industry Thursday of this"week: is ‘as mild as” possible under
existing circumstances.’ Nevertheless, .it does not eliminate the fact
‘ " (Continued on page 43)

construction materials, which wili |

Mr. Benjamin - asserts- current

by the bulls.-- Hence concludes

two pens of bulls and bears.

demand for
goods that is
‘worldwide,
the high wage
scale, huge..
farm . income
‘and’ enormous
expenditures
for our great-
est. of all in-
ternational ef-
forts to pre-
vent World
War III. The
.bears say that
prices are too
igh and
therefore con-
sumers are
forced out of the market, that
wages are so high, break-even
points for industry are dangerous
that the ‘peak:of the inventory,
plant expansion and export boom
have been.seen and that money.
not only won't buy.-off Commu-
nism but will  break :the United
States. : o it
The arguments for each side are
so clearly defined, for a change,
that from them it does not seem
too difficult for us to make some
conclusions - regarding the stock
market.- : o ;
There is no doubt that leaders
‘n, business see things from -the
yoint of .view of the bulls. They
1ave budgeted .and planned ex-
Jansion: programs ‘for a big vol-
Jame of business in the  future
sased on orders in hand and their
sppraisal of future demand. - If
they are right, stocks are at attrac-
iive levels. N .

Maurice S. Benjamin

Bearish Predictions from Chartists

. and Politicians
' Most of the bearish pronounce-
ments come from Wall Street and
political sources — chartists, who
will turn bullish for no other rea-
fon than that the market goes up,
and planners, who want a depres-
'sion -so they can. take over. Most
bears feel that after certain ‘ad-
justments ‘are. made the future
‘holds in store some optimistic fac-
tors.: In analyzing their assump-
tions and ' consequences we  feel
that security -prices have largely
discounted the extent of their pre-
dicted recession.

Throughout all of 1847 we con-
tinued to write of the psycho-
logical pessimism' that pervaded
investment circles. It was easy to
understand- when ‘one read the
daily headlines: of Russia’s be-
havior, labor’s power and infla-
tion of prices.. However, we took
our stand with the bulls that
world ‘recovery would tax all ef-
forts. and resources for years to
come, entailing full employment,
record incomes and business ac-
tivity. The final figures for 1947
will pass all ‘peaks, - National pro-
duction is 235 billions against 100

that irrespective. of which category: of anal
“counted - business recession predicted b

Economists ‘have made- their :forecasts ‘for 194

sustain each’ opinion are in a narrow category.

cks,i.‘L,eapl;Thig.,'_"Yea:‘?_

By MAURICE S. BENJAMIN

+ " Senior Partner, Benjamin, Hill &' Co.

i

bull and bear afgﬁments are defined with unusual élarity. Maintains
ysis is -correct, stocks are mow cheap, ‘as they have dis-
y the bears while not following: continuing prosperity forecast

definitely that there will be progress toward higher market levels.

8 and as usual are crowded into the

As if there was a leader for -each-herd, the reasons given'to

The bulls point.to the unprecedented

billions in 1929; national income
is 196 billions against 82 billions;
but the Dow-Jones stock averages
.are 180 against 383.

Many stocks of industries such
J-as_railroads, public utilities, and
aviation are quoted at 1/10th to
1/20th of their market 19 years
‘|ago. Most of - these companies
would realize more value in bank-
ruptcy. In' most other cases if we
allow for .a sizeable recession in
gross business, and cut profits ac-
{cordingly, we find. that'stock
prices are reasonable,-

Industries in Best Position

To be more specific we can men-
tion some industries where a boom
will begin or continue regardless
of other factors. The President’s
Air Policy report will call for an
aircraft program that will bring
prosperity to-that group for many
years. The construction industry
is scheduled to break new records.
Public works and private residen-
tial building are scheduled to the
extent ‘that the Department of
Commerce forecasts a 10 to 20%
increase in . construction over the
record year of 1947, Building ma~-
terials and. household equipment
and furnishings will be large bene-
ficiaries.. \

The railroads will order more
new equipment this year than any
other in history, ‘Freight rate in-
creases, so far authorized: by the
ICC, -:amount to 1Y billions and
will help the roads towards their
modernization . program.  Freight
cars and locomotives are high on
the priority list for other-coun-
tries.

The world food situation is only
too ‘well known_{o realize that
farm machinery will be in world-
wide demand for several years.

0il and nafural gas face a short-
age. As a result the price of crude
oil has' been - advanced ‘sharply.
This emphasizes the need for every
kind ‘of oil and gas equipment.

Labor and material costs are re-
sponsible for the tremendous de-
mand for labor-saving machinery,
‘office equipment and certain ma-
chine tools. ; 4

One automobile year of 31 mil-
lion cars and 1% million trucks is
hardly. the answer to that great
industry which could turn out only
war equipment . for five, years.
This business and those furnishing
its accessories will make records
over the next few years. o

With full employment, farm in-
come at 18 billions and a wage
scale that is still on'the increase;
the standard of living is continu-
ally increasing for the majority of
our people.  National income fig-
ures have steadily shown an in-

latest official report to the Presi-
-dent” showed 'that :during . the ‘en-

crease over the cost of living, ‘The’

tire . period from 1939 to. date,
money wages more than doubled;
and after 45ths of the increase was
offset by the rise in the cost of
living there ‘was left an advance
of 20% in real wages or purchas-
ing power, :
Caution Is Healthy

-We recognize that readjustments
are still ‘in"the making in ‘many
sections of our economy. " Efforts
by individuals and government to
remain cautious and urge restraint
is- a-healthy sign./ 'The National
City  Bank. aptly states: “In es-
sence, consumers and ‘industries
alike are trying to get through a
gate all at once, and at a time
when the passage is narrowed to
make room for foreign aid. Anti=
inflation action requires standing
in line, and easing the congestion,

If: this is understood and acted
upon the prospect is for years of:
rebuilding and of progress in lifg~
ing living standards.” i

We feel that-stock prices have
discounted the worst of our psy-
chological fears and have ignored
the basic fundamental economic
factors that point to a future of
peace and prosperity. In our opin=
ion, the march of progress will
continue, and our question is re=
peated: Will stocks leap this year?
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Menace of Communism'’s Growth

By J. E. LeROSSIGNOL

Dean, College of Business Administration, University of Nebraska

Dean LeRossignol traces growth of Marxism and Communism over last century, and stresses its aim to
produce revolution in Europe by force and violence. Sees in recent revival of Comintern an attack on

Marshall Plan by trumping up

“imperialistic designs” of United States, but warns it might signify So-

viet Government believes time is ripe for Communist revolution in Europe.

One hundred years ago—in November, 1847—Karl Marx and his friend, Friedrich |
already ardent revolutionists, came to London to attend the second Congress of the |:
Federation of the Just, a secret society founded in 1836 by German exiles in Paris and later |:

known as the®

Engels,

Communist
League. The
Congress
asked them to
prepare for
publication a
“complete
theoretical
and’ practical
program,” and
the result was
the celebrated
“Manifesto “of
the Commu-
nist, Party,”
which was
written in
German and
printed in London a few weeks

J. E. LeRossignol
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before the French revolution of
February, 1848, A French trans-
lation was brought out in Paris
shortly before the insurrection of
June, ‘1848, and the first. English
translation, by Helen Macfarlane,
appeared in Harney’s “Red Re-
publican” with a note saying that
it ‘was “the most revolutionary
document * -ever  given - to - the
world.” s
Since that time the Communist
Manifesto has been published in
all the languages of the civilized
world and, like Marx’s other great
work, “Capital,” has been called

. “The Bible of the Working Class.”

In this extraordinary pamphlet
may be found, expressed or im-
plied, all but two of the charaec-
teristic doctrines of Marxism: the
economic interpretation of history,
the dialectics of the class struggle,
the exploitation of the proletariat,
the subsistence theory of wages,
the “law” of .increasing -misery,
the concentration .of capital, the
elimination of the middle class,
the over-production-under -con-
sumption theory of crises, the col-
lapse of capitalism, the proletar-
ian revolution, the dictatorship of
the proletariat, and the coming of
the classless- commonwealth. Only
the theories of value and surplus
value seem to’ be lacking, but
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those :«weapons ‘- were presently.

found in the arsenal of bourgeois |.
economists and used, like Sams|;

son’s jawbone of ‘an ass, to smite
the Philistines. Indeed, all. the
Marxian theories- are revolution-
ary weapcns, for “truth,” accord-
ing to Marx, is not desirable for
its own sake, merely, but ‘chiefly
to change and . “improve”™ the

maid to revolution.” - .
The Manifesto .was, | from - first

'to last, -a -declaration of .revolu~

t.onary expectation and intertion.
It begins with these words: “A
spectre is haunting Europe—the

spectre -of* Communism”;; and /it ||

ends with this war-¢ry: i opty
“The Communists dijsdain  to

conceal their views and‘ aims.|

They openly declare that their
ends can be attained only by the
forcible overthrow of all existing
social condit.ons,” Let the ruling
classes tremble at a Communist
revolution. The proletarians have
nothing to lose but their chains.
They have a world to win. Work-
ing men of all countries unite!”’

From these fiery utterances it
is clear that the writers expected
and desired an armed uprising: of
the proletariat whenever there
was a good-chance of, success, ac-
companied. by much violence, as
in the Reign of Terror of the

{French Revolution of 1789 and

after. True, Marx  thought that
the revolution might come peace-
fully in democratic countries like
England and the United States;

but, as Engels puts it, “He -cer-

tainly never forgot to add that

‘he hardly expected the English

ruling-classes to submit without.a

‘pro-slavery rebellion.’”

In the year 1849 Marx wrote
in'‘the Neue Rheinische  Ze tung.
“When our time:comes. revolu-

‘| tionary terror will not be sugar-
. jcoated.”
.“Far from opposing so-called ex-

And in 1850 he wrote:

cesses, and making examples of
hated individuals or public ‘build=
ings, such deeds must not only be

_|] | tolerated but their direction must

be taken'in hand.” 'A gruesome
forecast; that,-as Marx salutes: the
uprising of the masses, wath its
lamp-post and its guillotine.

But the proletarian revolution
did not come in 1848, as Marx and
Engels had expected. True, both

 socialists and . communists . were |-

very active in that year, especially
in France, and. in June, fearing
the suppression of the national
workshops, they rose against the
prov.sional government, but. only
to be defeated in a battle in which
more than 10,000 persons were
killed and many of the. rebels

| taken prisoners. Followed a short-~

lived republi¢ and then the Sec-
ond Empire under Louis Napo-
leon. . In Germany, Italy. and
other countries the revelutionary
movement was less violent and
soon petered out.

For all of that Marx and Engels:
continued to plan and hope and,
during the crisis of the middle
'fifties, they were ready to take
the lead again.- In September,:
1856, Marx wrote in a letter to
Engels: “This time, moreover, the:
thing is on a European scale nev-;
er reached before and I do not

think we shall be able to sit here
-as spectators much longer . .

mobilization of our persons is at
hand.” In a letter to Marx of
November 15, 1857, Engels wrote:
“In 1848 we said: ‘Now our time
is coming’—and in a sense it!
came—but now it is coming.alto-
(Continued on page 33)
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How Far Can World Bank
- Contribute to Marshall Plan?

By ERNEST H. WEINWURM - . :

*"Mr, Weinwurm estimates World Bank must raise $41/ billions in

next four years to meet most pressing needs under Plan and those
.. of other member nations. . Failure of Bank to provide funds, he
argues, would throw an additional heavy load upon U: S. Treasury. -
Says present marketing policies of Bank tend to limit its bond ‘sales
and suggests that larger funds be raised by issuing “junior bonds”
which may be initially purchased in part by Treasury-administered

i trust funds.

The International Bank, according to the report of the 16-nations’
.Paris Conference, is expected to lend those countries some $3 billion

for .the purchase of capital equipment. - This figure has also been’
;adopted by the Harriman Committee and thus has been made part

O1 vne Auwlin=
;istration pol=
iicy. It has:.
i been endorsed
.recently. by

p el
5

. W.,Burgess,
‘Vice-Chair- .
man.".of the.
: National. City
»Bank ' and..a,
member of the -
Harriman'
Committee.l.
" The Pres.-
| dent’s message
to Congress
'also stresses
ithe “impor- )
‘tance of having “an increasing
‘portion of “the financial needs. of
Europe met by dollar loans from
the International Bank.” He esti-
mates at $4,100 millioa dollars the
‘total amount. to be provided by
‘the Bank as well as private loans,
-unspent credits and aid from other
'Western Hemisphere - countries.
The purpose of assigning such
a big task to the young Interna-
tional' Bank was obv.ous enough:
it was an effort to reduce some-
‘what the already staggering bur-
‘den’ of the U. 8. Treasury anc
.the American taxpayer by shifting
a share of-the burden to an insti-
‘tution expressly organized for the
financing of long-term capital in-
ivestments. .
i+ All-the planners assumed, of
course, that the Bank would be
‘able to 'raise the necessary large
;amounts over the next few years.
If - this should turn out to be im-
‘possible, then the U. S. Treasury
‘would have to come to the rescue
‘once:again. : For there is . no way
.of making the size of the capital
‘équipment. program ~ contingent
iupon .the Bank’s ability to make
‘available the required funds. That
program -is ‘a vital and essential
part .of the European Recovery
Program. ‘Without it there would
‘be no hope of making the Euro-
pean natiens self-supporting and
‘independent. of American aid by
1951. ) .
The funds to be provided by
the U. S. Government for food,
fuel and raw materials under the
Marshall Plan -are mainly de-
'signed to keep the European na-
tions alive and their industries
opérating - during the four-year
transition period. But if they shall
‘be able to buy the materials they
‘cannot produce themselves, they
will have to rehabilitate and ex-
pand  their industrial capacity.
This, in. turn, will depend upon
the capital equipment to. be pro-
‘vided for under the Marshall Plan.
Mr. Joseph M. Dodge, now Pres-
ident - of the American Bankers
Association. and- until recently
financial adviser to General Lucius
Clay in Germany, aptly compared
the ‘immediate. assistance: to. be
furnished by :the U. S. Govern-
ment to the equity capital of a
corporation which provides a basis
for long-term borrowing from-out-
siders.2- It -is at this point that
the activities of the International

Ernest H. Weinwurm

1In a speech. before the New York
Chapter ‘of the American Statistical As-
sociation, Nov. 13, 1947, Dr. Burgess,
however, did not indicate how the Bank,
in his ' opinion,. could. raise the required
large funds.

2In" an address delivered before the

.. Economic. Club of Detroit, Oct. 27, 1947.

Bank will have to'be tied into the
overall plan of reconstruction.

Other Members Will' Ask for
Additional Funds' :
The Bank; in determining its
capital requirements will, how-
ever, have to-take-account of the
reeds of many other members in

1 addition to ‘those participating in’

the 16-nations program. A number
of countries in Latin ‘America, in
the Near East and elsewhere in
Asia, expect the Bank’s assistance

‘in ‘developing their domestic re-

sources.  Moreover, there are Eu-
ropean projects outside the Mar-
shall Plan which are highly im-
portant for the: whole. European’
economy. * :Outstanding in  this
group is the loan ‘to Poland for
reconstruction of the coal mines
which are the most productive in -
Central Europe. These mines are
as indispensable for rehabilitation
of the Continent as are those of
the Ruhr and Great Britain, The
International Bank will' have to
give serious attention to that ap-
plication, " provided Poland guar-
antees that the coal production
will be distributed in.accordance
with economic needs among those
nations which have relied upon it
for almost a century.3 ;

Thus it becomes. evident. that
the capital requirements of. the
Bank will go far beyond the-$3.
billion expected by the Paris con-,
ference planners. As a -rough
estimate, the assumption shall be
made that the additional require-
ments will amount to $1,500 mil- -
lion. This adds up to a total of
$4,500 million. to be raised by the
Bank during the period from 1948
to 1951. ]

Including the . loans . already’
granted by the Bank, its total:
portfolio would thus amount to
some $5 billion by the end of
1951. This would certainly be not’
an excessive amount in.the light
of the original Bretton - Woods
Plan. At that tine; it 'was assumed
that the Bank might well exhaust
its full $8 billion borrowing power
within the first five years of its
operations and then would be able-
to leave the field more or less to
private initiative. -

However, the time schedules as
laid out in 1944 have all proved
to be over optimistic and many
observers now feel that the joh
assigned to the Bank by the Paris
report may go-beyond its fund
raising capacity. Yet this’ should
be no time: for defeatism; a ‘de-
termined effort should be made to
remove the . obstructions which
prevent full and effective activi-
ties of the Bank. This will; per-
haps, involve the need to. review
and revise -some of it$ policies if
it should turn out that new meth-
ods may facilitate its assigned:
task, : : :

There are two main sources of
additional 'funds the Bank may
draw from. It may increase its
equity capital or it may try to.sell
more bonds either in this country
or abroad. -

An increase of the Bank’s capi~
tal has been suggested -in some'
quarters. -This  would = require

3 See also “Poland’s Economic Distress,”,
by Julius Szygowski, former Polish.Con-
sul General in Chicago, “Cemmercial and
Financiali €hronicle,” Nov. 20, 1947, H

(Continue'd on: page 40)
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The Outlook for
~ Municipal Bonds

By LOUIS S. LEBENTHAL

Senior Partner, Lebenthal:&: Co.

Mr. Lebenthal notes rise in aver-
age  yield  of ‘municipals. from
1.299% in April, 1946, to 2.25%
at-end of 1947. Foresees likeli-
hood of removal ‘of Federal tax
: exemplion-on new issues of mu-
nicipals, and predicts around $7
billions of new municipal issues
in next five years. :

For a long series of years the
average price of municipal bonds
3 advanced
steadily  until

“-a top of 1.29%

in. -April of

1946. . At that

time the trend

‘reversed itself

until we find

them selling

at the close of

1947 - 0on a

2.25% 'basis.

This  repre-

sents a 96

basis  points|

increase’ in
yield, half.of
which. has
oy taken place
‘within the last few weeks." The
reasons for thig sharp decline .are
-apparent in the unstable financial
~ -conditions ‘in: Europe, the infla-
T -tionary trend in this country and
the ‘withdrawal  of Government
-support for its bonds. ;

The Secretary of the Treasury
-has advocated the removal of tax
_exemption :on - future. issues  of
municipal “ bonds. At the same
time he recommends that ‘those
already issued will continue-tax
exemption. - It is likely that such
a program will be pushed through,
‘since it is uncomplicated by ex-
isting " contracts. In the event of
such: legislation those bonds al-
ready outstanding will enjoy.- a
scarcity value as their ranks di-
minish at an estimated rate of a
‘billion " dollars” a year. The in-
evitable result should be a steady
enhancement-in value.

_.Future issues of municipal:
bonds, on the other hand, will be
“sold on the basis of their inherent
sgcurity rather than tax exemp-
tion. It is interesting to note that,
in 1?1;3, prior to tax exemption,
:municipal: bonds sold at higher:
prices than securities in the cor-
-porate field. Close to $7,000,000,-
000 worth of-munieipal bonds are
schedu!ed to be issued within the
next' five  years, Approximately
80% of the projected state issues
and 75% of_ the municipal issues
are concentrated as follows: New.
+York $2,360,000,000, Pennsylvania
$809,000,000, California $507,000,-
000, Ohio  $504,000,000, Illinoig
$410,000,000 Texas $367,000,000.

- Allied Stores Sells
~ $25,000,000 Notes

- Allied Stores Corp: has arranged
,a.loan.ofv $25,000,000 at 313 % with
~two .. insurance companies, - the

‘. Louis S, Lebenthal

5 - company  announced ' Jan.’ 6 The |,
sale of the 20-year. sinking fund ||

“notes was-arranged through Leh<
- man- Brothers. Metropolitan - Lifé
" Insurance 'Ce. bought $15,000,000
- of .the-notes and- the New: York
- Life Insurance Co. $10,000,000. The
funds will be used for- working
- capital; to take care of large in-
“ventories and receivables.

Samuel Baker Opens

(Special to. THE FINANCIAL -CHRONICLE)

LOS ANGELES, CALIF.—Sam-
uel F. Baker is engaging in a
securities business from offices at
639 South Spring Street. .

~ From Wasﬁ‘ington,

- Ahead

of the News

By CARLISLE BARGERON *:
i ‘

Your correspondent is gettin‘g‘ an’awful kick out. of the high

gentsia- these days. It seems they
of this man., Oh, they have beé¢

 blood pressure.-that Henry Wallac¢e is giving to the Eastern intelli-

have just discovered the' iniquity
n becoming increasingly dubious

1bout him s

for 'several
months. But
now they .
seem suddenly

0 have come
1pon the
Jdepth of his
nefariousness.

Myself, I
can’t resist
Jointing ‘with
aride.. My
:onfidence  in

v . analytical
ability has
grow=a by
.eaps-and ;
sounds. You 38
re likely to note someﬁhmg of a
ocksureness in my articles from
now on,

Because all during the years
when' Henry had ‘these people,
‘ooled, when he was their darling,
when he-was a genuine “liberal,”
a -clarion voice of the common
man, I had his number. As long
ago as 1934, it'was my wont fre-
quently to call attention to Henry’s
phoniness; and in. each instance: I
would be pounced upon by his
present loudest denouncers ‘and
characterized as a wicked soul.

I first got onto Henry whén he
was Secretary of Agriculture and|
always sighing and: moaning be-
cause the people kept pressing so'
much power on him. Oh, he wished
the people wouldn’t do this, Her_lryf
would say, because he was getting;
more power than any one or group
f men. should have. Yet every,
ime the people, as reflected by;

Carlisle »Blargerun

increasing his power. they would
get a pressure from Henary and his
lobby - that would leave them
dizzy. The way Henry would go
efter this increasing power while
professing not to want it was truly

{ | amazing.

Every time I would run into
Henry in those days he would
look at me and grin sheepishly
and'I liked to tell myself it was
because he knew I was onto him.
Be that as it may.

The newspapers’ generally por-
tray the Republicans’ as in high
glee over Henry’s' candidacy, and
we Lear the editors saying gravely
that it is a great blow to Dewey
and such a scintillating Presiden-
tial - stature  as' Eisenhower,  be-
cause: the Republicans will now
beceme’ so' confident they will
nominate a man like Taft. It seems
trat.the Republicans,  being ‘a
backward and reactionary: group,
who-will throw away our. “social
gains” the first time our eyes are
turned. 'have' always wanted a
man like Taft but.in a tight race
they would be afraid to nominate
him. ;

This is one of the many forms
of the damning propaganda against
the Senator, yet I am not sure that
it is displeasing tg him because it
does' suggest that; he will, under
these' néw circumstances; get the
nomination. Neither am ‘I sure
that- the “Republicans,” referred
to, reading this propaganda -about
the way they think do not come
aventually really to think it.

Frankly, howevér, in my-long

Congress, seemed o hesitate ron,

associatien ‘with “Republicans,”

TELLIER &
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that. is, Republican leaders, in
Congress and among the national
committeemen and state chairmen,
I have never heard them express
any such thoughts, I sometimes
wonder at the wisdom of our edi-
tors.

The fact is that the party lead-
ers have.no such feeling as pre-
ferring Taft to Dewey on their
respective philosophies. and per-
sonalities: but being reluctant to
take the man of their choice be-
cause he wouldn’t make as good
a race as the New Yorker, This
is utter nonsense,

Dewey is just as much a. party
man as Taft. None of the leaders,

even those lined up with, Taft, is|

afraid -he might jump the traces
if he became President. The fact
is that Dewey has more strength
among the party leaders than Taft
and that is the reason he will go
into" the convention with more
initial strength. His strength is
among  the regulars, just as is
Taft’s, not among the so-called
advanced thinking elements of the
party. :

Wallace’s candidacy  will have
rot the slightest affect on Dewey’s
candidacy, nor upon Taft’s,

As to Eisenhower,” the = fre-
quently expressed contention that
the' Republicans would grab him
to insure victory if the race prom-
ised to be close, reflects a woeful
igaorance of party politics. 'The
Republicans, and I assume when
the term is used, they are refer-
ring to- the national and state
leaders, have no desire to win
with a man whom they have rea-
son to believe will scuttle them
once he'is elected. The job they
did on Wendell Willkie should be
convincing on this. He was shoved
down their throat at Philadelphia
and as the campaign wore on their
worst, suspicions ‘about his party
regularity were confirmed, He

-
was thereupon scuttled all over
the place. ;

. The practical elements of a po-
litical party do not just want a

party victory for the sake of a ' '

victory. They want a victory in
which they will share. Something
that the rank and file of people
do not understand is that what is
known 'as “minority” politics af-
ford good livelihoods to many
people in this country. A leader,
State or National, would much
rather go “along, making what
money he can out of his being a
leader of the “minority” than.to
have a party victory and find
himself out entirely, '
Another thing ‘that I must be
utterly deaf or blind to is the high
glee of the Republicans. Those
with whom I talk have no such
emotion. They are not as worried
as the Democrats, of course, but
they are wrinkling - their brows,
nevertheless,

. This is because Wallace will
also draw Republican votes. The
nucleus, maybe the great bulk of
his strength will come from the
extreme: radicals -who otherwise
would vote Democratic. But Wal-
lace, it is believed, is also going
to attract Republicans.who are be-
wildered ' and . embittered at the
continued pouring of billions into
Europe and the continued mainte~
nance-of - atremendous military
establishment to combat. such: a
backward “military menace” " as
Russia. The Republicans in Con-
gress are about as disgusted as the
Republican rank and file but they
are up against the proposition of
going along with the large finan-
cial interests of their party. Those
voters who are denied expression
in their party because of this set-
up will find an outlet in Wallace
and the Republican leaders know

this.
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Underwood, Neuhaus
Co. Formed in Houston

HOUSTON TEX.—The ‘invest-
ment bankmg firm of Underwood,
Neuhaus & Co. has been formed
by the merger of Milton R. Un-
derwood & Co. and Neuhaus &
Co., it has been announced : by
Milton. R. Underwood, President
of the new firm. The merger re-
troactive .to “Jan. 1, brings to-
gether two firms long active in
this field in Houston.

Offices . will be maintained at
‘918 City National Bank Building.
Officers, in addition to Mr. Under-
wood, are Joseph Rice Neuhaus,
Phlhp Ross Neuhaus, and Dana T.
Richardson, Vice-Presidents, and
J. D. Dupree Secretary-Treasurer

The new firm will be active in
financing local corporations, and
the placing of long-term oil loans
against established : production.” It
will specialize in government, mu-
nicipal; and unlisted corporate se-
curities. Officials say that-the
merger will offer-a broader and
more complete' investment bank-
img service for a growing Houston,

Milton R. Underwood, President
of the new firm, has been active
in Houston civic affairs since 1928.
KA native of New Jersey and grad-
uvate of Vanderbilt University, he
spent ‘the- 1928-1934 period with a
Jocal bank-and insurance company
before establishing his own firm.
He served .in the U, S. Army:Air
Corps procurement . section from
May, 1942 to' August, 1945, This
past. year; he served as Chairman
of the big-gifts division of the Red
Cross and of the Community Chest

“fund-raising campaigns.. He is.a
director of the Houston Chamber
of Commerce, a" trustee of the
Public Library; and Chairman of
the Board of Kinkaid School,

Joseph R. Neuhaus and Philip
R. Neuhaus are native Houston-
ians, sons of the late Hugo V.Neu-
haus, who founded the Neuhaus &
Co. firm in 1907. It is the oldest
investment banking firm in Texas.
Joseph R. Neuhaus. had invest-
ment banking experience in New
York City following military serv-
ice in the European theater. Philip
R. Neuhaus was in the investment
banking business in Cleveland
after serving in the C. B. I. theater
during the war. Bpth Neuhaus
brothers are Yale graduates. Dana
T. Richardson is a former partner
in the investment banking firm of
Kelly-Richardson, Chicago, and
has 27 years’ experience in the
municipal bond field. He was sta-

tioned at Ellington Field during|

World War II, and decided to lo-
cate in Houston after completmg
his military service.

Western
Natural Gas
Company

© *  Common Stock

'WHiITE, WELD & CoO.

|{Membeu New York Stock Exchange

: 40 Wall Street, New York 5

Bolton Chicago Philadelphia Providence
London Amsterdam -~ Buenos’ An'es

- Public Utlllty :'Securthi’és‘

Southern California Edison

Southern California Edison serves one of the best growth areas
in the country. In the 12 months ended Sept. 30, 1947, gross revenues
exceeded $81,000,000 compared’ with $42,000, 000 a decade earlier.
Nevertheless, only $1.70 per share was reported on the common

The ' profit margin for common
stockholders dropped from 16.4%
of each dollar of revenues in 1937
to 6.7% in the 12 months ended
last September.

The principal reason for this
poor showing was (1) high taxes,
which tripled in the period 1939-
44 (and are still running at nearly
double the prewar rate) and (2)
a change-over in customers’ elec-
tric equipment. Prior to 1946, the
company’s system, othey than a
portion in the San Joaquin Valley
area, was operated on a frequency
of 50 cycles, whereas 60-cycle fre-
quency had generally . been
adopted. This situation resulted in
considerable inconvenience and
expense to customers who moved
into or out_of the company’s ter-
rifory. Also, 50-cycle equipment
is in general more expensive and
difficult to obtain than equipment
designed for. 60-cycle .operation. !
The company in June, 1945 filed
an -application ' with 'the Public’
Utilities Commission setting ‘forth
the facts with respect. to the fre-

mission issued an order dlrectmg
the company to change its service
to 60 cycles. The change-over is
expected to be substantially com-
pleted by the close of 1948.. .
Pursuant - to - the Commission’s
orders, the company - will bear
initially the entire direct cost of
adapting its own and its custom-
ers’ electrical equipment ‘to 60-
cycle operation. The total cost is
estimated at $35,000,000, of ‘which
sum $32,000,000 will be charged
to operating expenses.. $11,000,000
was charged in 1946 and an esti-
mated $12000.000 was probably
charged for 1947, leaving about
©9.000,000 to be. charged in 1948
(for  accounting reasons tihe
>mount may exceed this figure).
The estimated 1947 charge (after
rrediting tax savings) was equiva-
lent to about $2.15 a share so that

In 1947 earnings before the special:
~harge are estimated at around
$4 a share..

Next year the company will
have outstanding-$20,000,000 new

issued early in December, and

.| dividend requirements  on this

stock will ‘be equivalent to 31¢ a
share on the common stock.. It is
estimated that . expenditures  for
~onstruction' during the years
*947-9 will require some $90,000,-
700 -additional financing, butthe
character of this financing has not
yet been determined. To the ex-
issued there would be sorme tem-
tent that common stock might be
porary dilution of share earnings.
Some similar dilution might occuir
in connection with future conver-
sion of the 4.48% preference stock.

Obviously the company will not

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

stock compared with $2.18 in 1937.¢

quency . situation, and the Com-,

realize :its full pote'nhal .earning
power until 1949. Is there any
dangqr of\a sharp rate cut at that
iime? This seems rather unlikely.
Residential rates at 3.18¢ are about
in line with the national average
though relatively high for the
Pacific Coast section. Current
earnings are substantially below a
6% return on estimated rate base
(plant account has been substan-
tially written down’ to original
cost). It is estimated ‘that the com-
pany could earn-up to $2.75 per
share on its common stock before
reaching a 6%. return on the pres-
ent rate base;. and:some $50,000;-
000 will probably be added .to the
rate base under the constructlon
program,

BUSINESS BUZZ

Southern Cahforma Edison nor-| .

mally’ obtains most of its electric
output from hydro-electric plants
and also buys a substantial amount
of power from the.Hoover.Dam.
In recent years,: however it has
had" to draw - considerable power
from steam plants, : In 1947, with
rainfall almost negligible in Cali-
fornia, it has-taken. over half its
energy at times. from steam, which
has doubtless mcreased operating
expenses, ‘.

Summanzmg, the past two years
have been abnormal ones and next
year’s: earnings: will also--‘be -af-
fected by special charges. - But
even allowing for increased oper-
ating and capital costs, it appears
likely that normal future earnings
may approach the-$3 level. The
stock is currently selling “around
24% to yield over 6% based on
the $1.50 dividend rate. Dividends
have been paid since -1910, with
the present rate in effect for five
years.

earnings’ before this" extra. cost’
would have:approximated $4.09:||:-

4.88% preferred stock, which was|’

COMING

EVENTS

In Investment Field

Jan, 14, 1948 (Detroit, Mich.)

Annual Dinner of the Detroit
Stock Exchange at the. Hote]
Statler.

Feb. 3, 1948 (Chicago, IlL.)
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 Dmner al
the Waldorf Astoria.

March 12, 1948 (Toronto,’ Ont
Canada)

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

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

National Security Traders Au&
clation Convention.

Central lllinois Public Service
Federal Water & Gas
‘Southern Production

"GILBERT J. POSTLEY & Co.

29 BROADWAY, NEW YORK 6, N. Y.
, Direct Wire to Chicago

-1 #By the way—when ‘didi YOU last take a bath?”

Dealer-Broker Investment
Recommendatwns and Literature -

It is understood that. the ﬁrms ‘mentioned ‘will be pleased

to send interested parties

the following -literature: .

Fire Insurance Companies—A |.

review—Kalb' Voorhis & Co., 15
Broad Street, New York 5, N. Y.

Improved 1948 Background for
Security Markets—Discussion in
current issue of “Geared to the
News”—Strauss' Bros., Inc., 32
Broadway, New York 4, N. Y.

Looking Forward—Forecast for
1948 by Edward P. Rubin—Re-
prints of address at meeting of
the partners.and representatives
of 'Clement, Curtis & Co., Inc.,
Board of Trade Buxldmg, Chi-
cago 4, Ill.

New . York City Bank' Stocks—
Preliminary 'comparison of 1947
earnings—Laird, Bissell & Meeds,
120 Broadway, New York 5, N. Y.

Railroad Equipment Certificates
—Valuation and appraisal—
Stroud & Co., Inc.,, 123, South
Broad Street, Philadelphia 9, Pa.

Also available are a valuation
and appraisal of City of Philadel-
phia Bonds -and: price-earnings
ratios and yields- on 123. Public
Utility Common Stocks.

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-
cular on the industry and stocks
of several low-priced speculative
steel companies—Mercer Hicks &
Co., 150 Broadway, New York 7,

N. Y..
* x %

Alleghany Corporation—NMemo-
randum—Vilas & Hickey, 49 Wall
Street, New York 5, N. Y.

. Also available is a leaflet of
Railroad Developments of the
Week.

. .B. V. D. Corporation—Analysis | In
—C. E. Unterberg & Co.; 61
Broadway, New York 6, N. Y,

Du -Mont: Laboratories; Inc.—
Memorandum—Hayden; ‘Stone &
Co., 25 Broad Street, New York 4,
N. Y. ;

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

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

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

0il Exploration Co.—Detailed
analysis—Comstock ‘&  Co., 231
South La Salle Street, Chicago 4,
111

Portsmouth Steel Corp.—Data—
Buckley Brothers, 1240 Walnut
Street, Philadelphia 2, Pa, -

Also available is late informa-
tion on Du Mont Laboratories and
Buffalo Bolt Co.

-Portsmouth Steel—Special Re-
port—Ward & Co.; 120 Broadway,
New York 5, N. Y.

Also available isa spemal re—

port on chbold.

Reading Tube Corporation and

the Copper Tube Industry—De-.

tailed circular—Aetna Securities

Corp., 111 Broadway, New York'6,
'N. Y. - iy .

Robbins & Myers, Inc.—Anal-
ysis—Doyle, O’Connor & Co., 135
South La Salle Street, Chicago 3,
111,

Trenton Chemical 'Co‘-—lv‘femo-
randum—A. H. Vogel & Co., Pe-
nobscot Building, Detroit 26, Mich,

Utica & Mohawk Cotton Mills,
¢. — Circular — Mohawk Valley
Investmg Co., Inc., 238 Geneseo

Street, Utica 2 N.Y.
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‘Britain's Bad Bargains
By PAUL EINZIG . ' "

LONDON, ENGLAND.—We on this side find it difficult to under-
stand how British negotiators of international agreements-have been
able to acquire and maintain in the United States a reputation for

Machiavellian skill in

safeguarding . the interests. of their country.

. 'Whether this
reputation
was deserved
or not in the
past, it has
certainly been
grossly ““de‘{
served in re-
cent years, at
any rate as
far as {finan-
cial and trade
negotiations
" areconcerned.
-Indeed . it
would be no.
exaggeration
i 1o say that in
the economic
sphere Britain has got the worst
of the bargain on practically every
occasion since 1944,

The long ser.es of bad bargains,
of which’ the Anglo-Russian Trade
Agreement ‘on Dec. 27, 1947, is
the latest, began with the Bretton

. Woods Agreement, Lord Keynes,
who was probably the- greatest
economist of our generation, was
certainly the worst  negotiator
Britain has ever had the misfor-
tune of being represented by at
international economic discussions.
He -accepted many onerous condi-
tions 'in return. for the notorious
“scarce - currency - clause” under
which Britain was supposed to be
entitled “to apply  discriminatory
irade and .exchange restrictions
against the United States if dol-
lars should become scarce. It was
not until after his death; in Sep-
tember, 1947, on the occasion of
the London meeting of the Inter-
naticnal ‘Monetary Fund, -that it
has been"disclosed that, for tech-
nical reasons arising  from the
terms of the Bretton Woods Final
Act, dollars could never be de-
clared to be scarce within the
meaning of the clause,

In December, 1945 Lord Keynes
agreed to the unilateral and iso-
- lated restoration of the converti-
bility of. sterling, without stipu-
lating that it should  only be
applied for the benefit of coun-
tries which provide similar con-
vertibility facilities. Throughout
the subseqitent negdtiations about
the interpretation of the meaning
of convertibility, the British nego-
tiators have failed to insist on
the most elementary safeguards
against the abuse of convertibility.

This was how Mr. Dalton earned

a reputation of being a Santa

. Claus who supplies every country

- with  dollars without asking for
anything in return,

The agreements funding Brit-
ain’s war debts to India, Egypt
and Iraq, concluded during the
summer of 1947, were grossly dis-
advantageous to Britan both ir
principle and in detail. Mr. Dal-
ton did not insist on_a drastic
scaling down of the debt incurre¢
in the interests of the commor
cause.  He released for the benefi{
of the tliree countries very large
amounts available for immediate
conversion or expenditure in Brit-
ain, far more than Britain could
conceivably = afford .in existing
-conditions.: And in. return for

. Dr. Paul Einzig

'ACTIVE MARKETS ===
ALL

I REAL ESTATE
STOCKS & BONDS

Bought—Sold—Quoted

SIEGEL & CO.

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

these expensive' concessions he
only obtained provis.onal consent
for /the blocking of the large
amounts of Indian and Egyptian
sterling balances; within six
months the Treasury had to em-
bark on {resh negotiations to re-
new the agreements, #

The incompetence of British
negotiators became particularly
evident as a result of the blunder
committed at the Geneva Confer-
ence. There Britain agreed to re-
duce Imperial Preference in rela-
tion to the British Colonies, in
return for an undertaking by the
United States to reduce from 33
to 25% the proportion of synthetic
rubber which American industries
are compelled to buy. It was not
until the publication of the text
of the agreement that British rub-
ber-producing - interests- pointed
out to their complacent Govern-
ment that. in practice this arrange-
ment will tend to reduce rather
than increase American imports
of natural rubber, for the simple
reagon that the American nego-
tiators - succeeded .in stipulating
that the 25% of synthetic rubber
7as henceforth to: be calculated

on the basis of a total that in-

cludes not only natural and syn-
shetic rubber but also reclaimed
rubber,

The Anglo-Russian trade pact

s cons.dered to be the latest in
In:
June, 1947, Mr. Harold Wilson:

the series of bad bargains.

then Junior Minister in charge of
foreign trade matters, broke off
negotiations with the Soviet Gov-
ernment, as’ the latter’s terms
were considered unacceptable. Six
months Jater, as President of the
Board of Trade, he returned to
Moscow to conclude an agreement
on . even less satisfactory terms.
The reduction of interest and cap-
-tal of the Russian war debt to
Britain demanded by the Soviet
Government was now conceded.
While in June, the Soviet Union
offered to export to Britain 1,000,-
000 tons of grain, the amount un-

‘dertaken in December was 750,000

tons only; and the price. was
rather higher than it would have
been si% months earlier. In re-
turn, Britdin has agreed to export
to Russia equipments and other
manufactures of a kind which
could easily have been exported
to many a-hard currency country.

Responsibility for Britain’s bad
hargains lies largely with the
British Constitution under which
international “agreements’ become
valid the -moment the British
Government affixes its signature
on them, without requiring rati-
tication by Parliament, Even
though the agreements may be
Jebated, the outcome of the de-
Jates does not affect their valid-
ity, and in the most unlikely event
of the government being defeate
the . new . government remans
bound by their terms. -For  this
reason - most supporters of the
Jovernment would cast, their vote
‘n favor of the: bad treaties, no
matter how strongly ,they may
disapprove of them,

AMoTT, BAKER & Co.

INCORPORATED

Wholesaler and Retailer of
Investment Securities
Our Trading Department
specializes in real estate bonds

and stocks, title company and
bank participation certificates,

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

Philadelphia |

- Forecasts 1948 Firm Real Estate Prices -

* Myron L. Matthews, of Dow Service,
building costs leveling off.

Inc., predicts active market and firm prices in year ahead, with
Similar view expressed by United Business Service, Inc,
According to Myron L. Matthews, of the Dow Service, Inc.,

“Now that many of the '

uncertainties have been swept away, the building industry looks to 1948 as the year offering

the greatest possibilities since 1938. In this decade th

ups and downs
both from the
natural and
the unnatural
operation of
economic laws
as successively
dealt by (1)
the post-1929
recovery
(1937-38), (2)
the war-fear
era (1939-40-
~41); (3) the
war - building
‘program
zooming. .the
industry to its
most * glorious
iccomplishments (1942-45); (4
:he job-done-nothing-to-do perioc
(1944-45); (5) the postwar awak-
2ning ‘(August 1945-April 11946) 7
(6) the control period (April 1946-
July: 1947); (7) 'the free market
c_eeid;ustment period (July 1947 tc
Zate). )

Myron L, Matthews

- Continuing, Mr. Matthews states: |

“For the past 18 'years the

-Ouilding industry, except for 1942-

13 and the past six months, has
offered but scant hope of prosper-
i*y to those pursuing it for a live-
lihood. Bounced around like a
cork on the sea and alternately
treated like Peck’s bad boy and
Little Lord Fauntleroy it is small
wonder that squeaks and groans
should come up from its innards
in protest to those armchair econ-
omists on ' its distant periphery
who expected it to show cham-
pionship form from the word ‘Go!’
—without even an iopportunity at
the . usual reorganization .and
training period.

- “As - always: when challenged,
the construction industry is going
to make the grade. It did not in
the opinion of outsiders, do so in
the first two, three or four months
after decontrol—but then new
records began to be made. The
growlers now growl with less en-
thusiasm and the forecasters and
economists. must concede (1) the
greatest all-time anticipated ex-
penditure for econstruction in 1948:
(2) building costs, being almost
totally the reflection of wages in
one form or another, cannot be
expected to come down in the
foreseeable future. The period of
great doubt, cost-wise, a thing of
the past, the building boom is now
genuinely underway and is be-

lieved to be of such strength as

to be immune - to ‘whatever ‘cor=/

e industry has had its most violent

rective recessionary measures may
be experienced in other industries
come the second half of 1948.

“The reason why construction
as an industry, second in impor-
tance only to agriculture, should
plod forward and-upward without
important or prolonged hesitation
at any point lies in the funda-
mental necessity for plant and
structure beyond anything this
country has yet experienced. We
emerged from the war with gear,
so to speak, with plant, structure
and facilities, capable, production-
wise, of supporting a- peacetime
economy not importantly greater
than at Pearl Harbor time. But

‘we are trying to ‘support a ‘na-

tional income in 1948 which even
when adjusted, for higher prices
far overtaxes the present produc-
tive capacity of all national phys
ical facilities now ready to pro-
duce, y

“Studies of unemployment, pro-
duction capacity, wages and sal-
aries, increased birth rate, housing
and other equally basic considera-
tions point with more firmnes.
than ever before to the tremen-
dous job which is ahead for con-
struction in 1948 and far beyond
to supply the absolutely essentia
physical structure these matter:
demand-—a challenge of no les
consequence than the war build:
ing program. It should be kept ir
mind, however, that the construe-
tion industry builds for otherss not
for itself, except for that part
which is made up of community
home builders and ' speculators
This is:to say that the people con-
trolling the purse strings will need
to become as adventuresome  a:
the contractors themselves. )

“The Imost recent cloud to have
been removed from the local scene
is the uncertainty of the site labor
component of building cost, A
new. 21>-year wage-freeze agree-
ment between the members of the
Building and Construction Trades
Council of Greater New York and
the Building Trades Employers
Association of New York, effect-
ive Jan, 1, 1948, but still at this
wiiting in incomplete form and
unsigned, has for its purpose the
stabilization ‘of wages for 30
months at Jan. 1, 1948 levels—
which levels are not substantially
higher as to overall impact upon
total building cost than they were

on Dec. 31.”

A release of the United Busi-
ness Service of Boston, Mass. like-"
wise predicts a firm real estate
market in 1948 but warns of long-
er-term risks, According to this
statement: '

“Real estate prices in most areas
should hold relatively firm during
1648. Continued general inflation
has largely eliminated the weak-
ness that began to appear early in
1947, With little prospect of lower
costs in the near future, mapny
people are going ahead with plans
to buy-or build.” Warning of a.
change at a later period, United’
Business Service also states:

“The real estate situation is less
vulnerable than in 1920 in the
opinion of the Service. The hous-
ing shortage is much greater than
during the earlier period. Never=-
theless, the risks involved in buy-
ing or building at the present time:
are considerable,  and should be:
taken only after careful consider-:
ation of longer-range as well as’
‘near-term' "‘factors.- Older-type*
dwellings are already-losing some:
of their scarcity value and will:
gradually - depreciate further in:
price.

“Total building costs are ex-
pected to ~level out this year;
While hourly wage rates and some
materials will rise further, this
will be offset by -a.smoother flow:
of materials, increasing labor ef-
ficiency, and a willingness of
contractors to shade contingency
allowances a bit-as conditions be-
come more stable. .Market prices
for ‘new’ dewllings are thus- un-
likely to advance much further
in 1948. Rising rents, even under
controls, and high marriage and
birth rates will continue to be a -
stimulus to home ownership.
Rental space will remain scarce in
1948. But there is little question
that current living costs and real
estate prices are forcing many
people to forego home ownership
plans. Also, while mortgage rates
will continue low, the trend is
turning upward and banks are
tightening up eon appraisals.

“Chief factors hewever, pointing
rto a cyclical peak in real estate
are (1) booming new construction,
and (2) the increasing inability
or unwillingness of many families
to make the cash outlay and as-
sume the heavy long-term obliga-

tion necessary under present con-

ditions.”

January 6, 1948

This announcement is neither an offer to sell, nor a solicitation of offers to buy any of
these shares. The offering is made only by Prospectus.

1,000,000 Shares -

Common Stock
_(Par Value $1.00 per share)

Améri_call Cladmetals Company
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- Offering Price: $1.50 Per Share

Copies of the Prospectus may be obtained from the undersigned.
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WeDommel & Go. Opens]

Branch in Detroit

McDonnell & Co., members of
the. New York :Stock Exchange,

=

Y H. G. Montgomery

announce the opening of a Detroit
office in the Buhl Building under
the management of Harold G.
Montgomery. Mr. Montgomery was
formerly with Smith, Hague & Co,

" OIL EXPLORATION
COMPANY

Common Stock

| Recent crude oil price increase and
drilling agreements with major oil
| companies should materially .benqtit
this .company and its -affiliate,
 Wichita River Oil Corporation,: be-:
cause of their holdings in Texas, :
| Oklahoma, and Rangely ‘Field,
h Cdlorado.

Full details available to
investment dealers.

. Approximate Price §5

 COMSTOCK & CO.
CHICAGO 4, ILL,

| ‘231 So. La Salle St._Dearhbrn, 1501 ‘-
¢ Teletype CG 955 - - ,

 Serving Investment Dealers

We specialize ‘exclusively . in’ under-
- writing and distribution of securities,
providing investment dealers with at-
tractive isgues for their clients. Main-
taining no retail department . of our !
own, we compete in no way. With |
| dealers, but serve them exclusively.
| Correspondence invited. : 2

—

FLOYD D. CERF CO..
120 South La Salle Street. .

. Chicago.

P

Bowser
Common
Central Paper

‘Common

Detroit Harvester
Common

Portsmouth Steel
Common

Metals Distintegrating

Common

STRAUS & BLOSSER

Members New York Stock.Erchange’
Members Chicago Stock Ezxchange
Associate Member New York Curb

135 South La Salle St., Chicago 8, HL

Tel. ANDover 5700 Tele. CG 650-651

- Merchants Distilling
Corporation

Common Stock

Standard Silica Corp. -

Common Stock

FAROLL & COMPANY

Member New York Stock Ezclhiange
and other Principal Exchanges

208 So. La Salle St.
CHICAGO 4
Phone Andover 1420 Tele. CG 156

| on Deec: 10 publicly offered an is-

i} Texas) = first mortgage

~ llinois Brevities
An underwriting syndicate headed by The Fifst Boston .Co'r'po-
ration, and including, among others, Harris Hall & Co. ‘
Allyn & Co.‘Inc;, Centrat Republic Co. (Inc.), Bacon; Whipple & Co:;
William Blair & Co., Julien Collins & Co. and The Illinois Company;

(Inc.), Ai C.

sue of 800,000 shares of Southern

| dividends. The net proceeds' are
to be used- (1) to retire $16,000,-
000, of bank:' loans, ‘and (2) the

. | balance: partially to xeimbursz the

company for monies heretofore

| expended for expansion purposes.

#* £

Robert W, Jackson, President
of Aldens, Inc. on Dec. 10 an-
nounced that a new $4,200,000
issue’ of 3% 15-year sinking
fund ‘debentures, due Nov. 1,
‘1962, had been sold to an iu-
‘surance company, through Leh-
. 'man, Brothers, New York. The
. proceeds have been added to
Aldens -working capital to fi-
. nance. expanding operations in
i both the catalog and refail divi-
sions. Including the $1,300,000
! of 39 sinking fund debentures
. due Oct. 15, 1960 previously out-

a*

|, standing, the current financing

results in a total of $5,500,000 of
long-term indebtedness.

it it &
Dollar volume of trading on the

| Chicago Stock Exchange in the 11
| months ended Nov. 30, 1947 was
| $164,528,114, as against $336,717,-

772 in the full year of 1946. At
the close of 1947 a total of 321.is-
sues of securities of 269 companies
:were available for trading on this

| Exchange. This compares with 318

|issues of 266 companies. as of Jan.
11, 1947, -

A syndicate headed by Halsey,
Stuart & Co, Inc., of Chicago,
_and including, among others,
William Blair & Co., the Ili-
nois, Co. and Mullaney, Ress &
“iCa,, also of Chicago, on Dec. 18
publicly -offered $6,000,000. of
Central Power & Light Co. (of
34 %
| bonds, series B, due Oct. 1, 1977,
at 101939 and interest. The net
proceeds will be used to pay- for
additions and betterments’ to
property.

)

Halsey, Stuart & Co. Inc: also
on Dec, 10 publicly offered -$4,-
000,009 of .Central Maine Power
Co. 3Y4% first and general mort-
gage bonds, series P, due Nov.
1, 1977 .at 102.91 and accrued in-
terest, the net proceeds to be used
to "reduce outstanding  indebted-
ness to the First National Bank of
Boston - incurred - since - Sept.
1947, the proceeds of which were

| used for the purchase Qr construc-|

tion of property.
On the following day, Dec. 11,

. an  underwriting syndicafe
headed by Halsey, Stuart & Co.

“'Inc., and including, among
others, Bacon, Whipple & Co.,

the Illinois Company, Julien

- CoHlins & Co., Mullaney, Ross
& Co., F. S. Yantis & Co., Inc.

and Patterson, Co%elami & Ken-

dall, Inc., all of Chicago, pub-

licly - offered $20,000,000 first

mortgage bonds, 3% series due

1982 of the Cleveland Electric

Illuminating Co. at 101.08 and

intevest, The net proceeds ate

intended to be used principally

"

California Edison Co. '4.88% - cu-
mulative preferred stock (par $25) |
at ‘$26.25 per sharé and accrued|

to fi,na,xi_ce gurrent a~t,1d”p1;op<;s-édv
prppgrty additions. ¥

% ES *

.Southeastern . Telephope =~ Co.’
Chicago, on Dec. 19 filed a lettex
'of notification with the Securitieg
and Exchange Commission covex-
ling 13,999 shares of its commor
stock to. be offered at $12.75 pau
share, the net proceeds to be used
to, pay for property-additions and
improvements. No underwriting
will be involved.

Director N. P. Parkinson, of.
the Hlinois Department of: In-
surance, has approved a merger:
.of the Bankers Life & Casualty
Co., Chicago; with the General.
Life Insurance Co. This brings’

' the Bankers’ assets up tg.-over:
$7,000,000, and premium income
i for 1947 will exceed $5,000,000."

In May, 1947, a -merger ‘was
i completed with the Westminster,
. Life Insurance Co. As a resulf
. of the most recent consclidation,

i the Bankers company becomes

" one of Chicago’s larger insur-

ance companies.
. R

*

#

headed by Loewi & Co., Mil-
.waukee, Wis., and
‘among others, Holley, Dayton &
. Gernon and: Straus ‘& Blosser,
| both of Chicago, on Dec. 18 pub-
| licly offered: an issue of 125,000
i shares of  $1 par value common
| stock of Wisconsin Central Air-
lines, Inc. at $4 per share. The net
proceeds are to be used to pay-off
short-term. notes, to- purchase and
convert - aircraft, for additional

17‘

Lworkin;; cgpital, etc. - AT, |
-y Y -,‘* H;"

Among the investmént bank-
ers of -this State - participativg
on Dec. 17 in the public offering .
at $27 per ‘share ‘of . 710,500
shares of $10 per value common
stock of Northern Natural Gas
Co., which ‘had been owned by
North American Light & Power
Co., were the following: A. G.
Becker & Co. Inc., the Illineis
Co., Farwell, Chapman & Co.;
Mason, Moran & Co. and Julien
Collins & Co. . This 1ssue was.
oversubseribed.

A i3

* *

T
The Wacker - Wabash Corp.,

Chicago, on Jan. 1, 1948 paid to

come bonds interest amounting to
134% for the six menths -ended
Oct. 31, 1947, "which compares:
with payments of -1, % each on
Jan. 1 and July 1, last yeay. =
For the half year ended Oct. 31.
net operating income totaled
$422,758, while net income
'amounted to $129,042 before de-
preciation ‘available - for interest
and sinking fund payments-on the
5% mortgage income bonds.
* * * 4
Paul H. Davis & Co., Chicago,
participated on Dec. 18 to the
extent of 6,000 shares in. the:
public offering of 50,000 shares’
of American Box Board ~Co.!
common stock (par $1) at $2.1é‘
per share, the pet proceeds of

which are to-be used to pay for:

sz msrr——

Trading Markets— ‘

Corporates

ZIPPIN &

Telephone Randolph 4696

prr——

ITALIAN

208 8. La Salle St.

————
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Municipals
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Information Regarding NEW PLAN Furnished on Request

.| 364,155 -sales reported for the 52

A group ‘of investment bankers, |:
including, |

(Nov. 1, 1947 total sales of $572,-

owner of the Pure Oil Building,;
the holders of its 5% mortgage in-

| assumption that the U. S. could
/| supplant Germany as a supplier:

< improvements to plants and.to | year totaled:$7,121,707, after all’: v,
{make loans!t its wholly-owned | ¢harges -and provision for Federal::
'subsidiary ‘American ‘Pulp ‘& |and State income taxes. This was’
;P_apelj-,,Co.:ﬂ' . ' equal to -$4.32, per share on ‘the
L present outstanding 1,542,714 com- -
mon' shares, after. preferred div-
idend requirements. For the pre-"
ceding fiscal year, net amounted’
to $6,720,585, or-$4.06 per share on
the same number of common
shares. The common_ stock™ was-
split-up 'in :1947 on -the basis- of
three shares of .$10 par stock .for. -
each.share of $30. par stock held:’
Despite “a substantial - increase
in the fixed assets of the. com-.
pany, the net working capital was
increased during.the year ended
Nov. 1, 1947 by $1,904,708.
£ * * =
Breaking all records, Admijral
Corp. had total sales of more
than $47,000,009, according to
official -estimates, This was an
increase - of about $11,000,000
over 1946, the previous record
. year, when sales totaled $36,-
© 000,000,  including -nearly $10,-..
000,000 in military equipment.
- Ross D. Siragusa, President of .
¢ the corporation, stated that sales -
in, 1948 are expected to exceed
$75a,000,009 as televisionhis being
+ -
stock'is offered in units of one | ;g,l;% ?ﬁ(fm“;‘ifﬁ‘ at,,“pﬁaﬁc: o;;..
. share of = preferred and omne; | erations. i
; 'share of common stock at $5.00 [ - %
“ per unit. The net proceeds will
"' be used to pay for Kernersville,
'N.- C., plant, for improvements
and for working capital.
t 3 e

* *

- Swift] ‘& . Co. sales for ‘the .53
weeks ended Nowv. 1,.1947 reached
an all-time peak-of $2,248,766,634,
a. 73%. increase over the $1,308,-

weeks ‘ended -Oct. 26, 1946. Net
earnings from-all operations were
$22,334,977, " after . provision .for
high cost additions to fixed asszts,
or.equal to $3.77 per-share, which
compares with a net of $16,394,739,
or. $2.77--per- share, in the 1946
fiscal  year: : ’
-+ The = company .continues: in
strong financial position, and its
working - capital - during the-year
ended Nov, 1, 1947 increased $25,-
605;285. - . : 5

§ % s E3

[ Comstock Co. .of. Chicago, .
;‘Gearhart: & Co., Inc. of New

-York~and Herbert W, Schaefer

‘& Co. of Baltimore are offering

; 100,000 shares of 6% cumulative

" eonvertible preferred stock (par.
"$5) and 100,000 shares of com-

'‘mon, stock - (par 10 cents) of

{ Americana’ Furniture, Ingc. ‘(an

" Arkansas corporation). - The

#

' Consolidated . net income  of
Standard Gas & Electric Co. and;
subsidiaries for .the ‘12 months
ended Sept. 30, 1947 amounted to.
$5,194,693, compared with $4,848,~
‘841 for the corresponding period
ended Sept. 30, 1946. For the first
nine months of the calendar year
11947, consolidated net income to-
 taled $3,953,372, compared with
 $4,281,639 for the nine months
| ended Sept. 30, 1946.

b o

The. Cudahy . Packing Co. re-
ported for the fiscal  year ended

{737,202, the largest in its history.
| This - represents “an increase - of
63.7% over the $349,901,504 sales’
reported for'the preceding:fiscal
year. - Net income for the 1947

- Germany's Sorry Outlook

'By J. VAN GALEN
Editor,-“Algemeen Handelsblad” of ‘Amsterdam

- Dutch publicist asserts situation in Germany has become so bad

- recently, that chances of her genuine economic recovery are negli-

gihle; ‘States bath workers and industrialists are losing all confi-

‘denge in.the Military Government. Dr. Schacht in interview with

author stated exports and general- recovery must be based on pri-
vate initiative, without any manifestation of collectivism.

AMSTERDAM, HOLLAND—The former German Reich, with its
rich econpmic resources, is indispensable to, European recovery; it.is
.indispensable. link.~ Without an industrial production- which—as
before the war—was ‘capable of supplying surrounding countries
sufficiently with necessary goods ® > 3
' Germany now? When the present

in the form of capital goods, half-
finished and - finished products, | writer visit¢d Germany about a
year ago he noticed a certain

the 16 countries that drew up-at!
Paris a -program - of ‘needs will resentment among the Germans
never be able—even  with the!against the Allied administration,
most- powerful ~aid ‘from ~the{which, in theiy view; either could
United States—to 'recover . and/|not or would not restore matters;
build up a sound economy. The|people were convinced that they
Marshall Plan will then be noth-{|could do things better themselves.
ing ‘more than'an extension of|Since then, the Germans. have
the /subsidy economy now beingi| been given a greater share in the
pursued in Germany, and, which,| administration, especially by the
if the United States wants to keep: Americans, - The “Laender” "be-
came autonomous; an . economic -

it ‘up, - will” require increasingly
larger -amounts year by -year. council was installed capable of
Even 'if “one. proceeds: from the: being elected by the parligments

of the “Laender,” various, other
branches of ‘administration were
delegated to German authorities.
All this, however, did not increase
the- confidence of the average
German in allied government and
thus his willingness .to, cooperate
with " it, especially economically.
On the contrary; it .has become
clearly : noticeable .that. this will-
ingness has waned, that the tend-
ency is rather to: obstruct-Allied
measures,. One does not. get, the

of coal, half-linished and finished,
products, this: would still not,
mean that a  healthy .economy:
could  be built- up in Western
Europg, because this traffic. would
not.be economic and because the
small:- West European border . ter4
ritories cannot thrive with a hin+
terland partly sealed off by an
iron .curtain.’and. partly an ‘ecd-

nomie backwater.: ... ] e
e (oY A impression from.the elected rep-
American_Subsidy Would Be | resentatives gf 1‘.h(1i German people
Ineffective - {that they really. have the con-.
Economic aid from the other|fidence of the ‘people; certainly
side of the Atlantic,’ must there-|not in. economic matters, :
fore, if it is to have real effect
and lead to economic recovery |
and not to a continual giving
away  of Americap production
surplus without Europe’s doing

Increasing Lé.ck of
Confidence

The reason for this increased
lack of corfidence is probably the

Germans’

COMPAN

Specialists in Foreign Securities "
, Chicago 4, Illinois

. Teletype CG 451

! plement in a regeneration of the
| European - economic structure in

anything in return, find its com- | worsening of the economic situa- *
tion and the poor prospects of eco-
nomic improvement. The writer
was in Germany when the “New

(Continued on page 42)

which Germany occupies its nat-
ural  place. ; i ;
What is the situation like .in
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ttp://fraser.stlouisfed.org/




"":losses. to. offset : profits

Voiume 167 'Number 4662 -

" THE COMMERCIAL & FINANCIAL CHRONICLE

Traces Effects of

Lower Gov. Bond Prices'

Monthly Reéview ‘of .Federal Re- :|

serve Bank of New York says
Reserve System was. prepared to
make larger-purchases than de-
veloped. Holds redemptions and
_sales of short-term “issues -more
‘than offset Federal Reserve pur-
YL chases.

. The "January issue of the
“Monthly Review” of the Federal

. Reserve Bank of New York an-
alyzes. the impact on the money

market - of ‘the abrupt action on|
‘Dec. 24 'of the Federal Reserve |

Board in lowering the “support”

prices -of long-term ‘government |

. bond issues.

According to the
“Review”:

| “The abrupt reduction in sup-|

.- .port-prices came as a surprise to
:the market and a period followéd

:»1 which.: the selling of Treasury |
* bonds by banks and other invest- |
ors increased. considerably, partly |

as a consequence of confusion'as

to the purpose of the action and | ) A

. Lucius' Andrews, Francis. I. du Pont & Co., Chicago; Franklin B.

Schmick, Straus & Blosser, Chicago; unidentified; ang Floyd D. Cerf,
President, Floyd D. Cerf -Company Inc., Ch.cago

its future implications. In' the
period from Dec. 26 to 30, inclu-
sive, Reserve Bank holdings" of
Treasury bonds increased by $970
millions” (reflecting deliveries of

“securities: purchased ‘on” Dee. 24 |

through:-29).- These large pur-
thases -made: it ‘evident that the

Reserve System ‘was prepared to| |
buy Treasury bonds freely at the|
new prices.- At the same time the |

amount of securities offered to the
System -in this period was not so

large as: had béen rumored in the |

market, and it was'noted that the
increase in Reserye Bank holdings
was not dirvectly comparable with
the increases in preceding weeks
as purchases for Treasury invest-
‘ment. aceounts were suspended
_during this latest week. In-the
last ‘few days of the ‘month the
- volume of Treasury'bonds offered
for sale in-the market declined
and more transactions were clear-
ed by the market without recourse
to the Federal Reserve Banks. In
'"addition : to- selling . induced by
market:uneertainty and anticipa-
-' tion® of . future needs for funds,
;there were also ‘substantial sales
by commercial ‘banks—reflecting,
at-'least . in ' part; the taking - of
taken
- earlier in the year, in order to re-
duce ‘income tax liabilities.” Sales
by other large ' institutional - in-
vestors appeared to. be smaller in
the closing days of December than
before the lowering of support
prices, -~
- “It is important, under present
circumstances, of course; that over
a period these Reserve Bank pur-
chases of Treasury bonds be offset
by the sale or redemption of other
Government securities so that re=
serve funds may not be put into
the market unnecessarily. During
the first five weeks of the: Sys-
tem’s market stabilizing opera-
‘tions in medium’ ands long-term
Treasury bonds, from Nov. 12 te
Dec. 17, purchases of bonds were
more than offset by sales-and re-
demptions of shart-term issues, so
that the System’s total holdings
. Showed a net reduction of about
$400 millions, In the week beforé
Christmas, however, bond pur-
; chases by the Reserve Banks were
only partly offset” by sales of
'short-term securities, as there was
a heavy drain on bank reserves,
caused by corporation tax pay-
" ments: and the final heavy de-
mands:for currency for the hoeli-
day trade, Again in the last week
of 'December, sales of - Treasury
bills- and certificates were consid-
erably ‘short of the large pur-
chases of bonds, and member
banks accumulated substantial
amounts. of additional reserves.
The increase in bank reserves
may prove to be temporary, how-
ever, as the Treasury issued a call
for- the. payment by depositary
banks of about $500. millions from
their War Loan accounts on Jan.
2,-the greater part of which will

(Continued on pagé 44)

that given by  Floyd D. Cerf,
President and Treasurer of Floyd
D. Cerf Co. Ine. of Chicago,
which during 1947 was one of the

most active: underwriters. More
than seven hundred guests from
La Salle Street houses attended
the function Monday, Dec. 29, at
the plush Red Lacquer room of the
‘Palmer House and were greeted
by Mr, Cerf; Bror G. Peterson,
Secretary; Floyd D Cerf, Jr., syn-
dicate manager, and Clifford J.
Baird, . Chicago  representative’
Doing a strictly wholesale busi-
ness, the Cerf organization- works
with one of the largest retail dis-
tributing groups in the country.

Floyd D. Cerf; Henry Lindsey,- Fred E."'Busbéyx& Co.,
Preston Tucker, President, Tucker Corporation, Chicago

CHICAGO, ILL.—That traditional institution in La Salle and
Wall Streets, ‘the Christmas party, was-not so much in evidence at
the end of 1947 as it has been in some other years, but. there were
still plenty of these year-end get-togethers. One ‘of the largest was

The invitations read “no
speeches, no business—just good
cheer.” In addition to the La Salle

Street fraternity, representatives
from: Milwaukee, St. Louis, Min-
neapolis. and other Middle West-
ern cities attended. Officials of
leading Chicago banks and large
corporations were also guests.
Floyd D. Cerf Co. is also. run-
ning advertisements in tribute to
the Nation’s retail security “deal-
ers,. who, the firm declares, have
discharged " the ' 'vital - economic
function of supplying ‘millions of
dollars of capital essential to the
growth and stability.of American

Central Public Utility
Corporation
Income 5Y%;s, 1952
Chicago, North Shore &
Milwaukee Railway

Common Stock

~ Brailsford & GCo.
208 S. La Salle Street
CHICAGO 4.

. Tel. State 9868

, €G g5

—_ TRADING MARKETS —
Tucker Corp.
Class “A”
Lear Ine.

Common

Nutrine Candy Co.

Common

WilliamA.Fuller & Co.

Members of Chicago Stock Exchange )
209 8. La Salle Street- Chicago 4

- In‘Attendance at Floyd D, Gerf Christmas Party

Cerf, Jr., Vice-President

Chicago; |

Tel. Dearborn 5600 Tele. CG 146

industry through the sale  of new
securities to the investing public,
thereby perpetuating ‘the - Ameri-
can system of corporate public

 William  F. G. Ross, Peat, Marwick & Mitchell, Certified Publié
| Accountants, Chicago; Floyd D. Cerf; Fred E. Busbey, Congressman
| from: Illinois, and head of Fred E.

Busbey & Co., Chicago; Floyd D.
and Syndicate Manager,

Floyd D. Cerf Company Inc.

Floyd D. Cerf; Jr., Vice-President a'md Syndicate Manage}, Floyd D.
| Cerf Company Ine., Chicago; Glen Pierce, Western Union, Chicago;
Ralph Chapin, Fahnestock & Co., Chicago

financing which has made pos-
sible the world’s largest produc-
tion machine and most prosperous
people.

With Merrill Lynch Firm

(Special to THE FINANCIAL CHRONICLE)
INDIANAPOLIS, IND.—Sydnor
' L. ‘Shatz is with Merrill Lynch,
Pierce, Fenner & Beane, Circle
Tower.

Stark, Wetzel & Co. Opens
(Special to THE FINANCIAL CHRONICLE)
INDIANAPOLIS, IND.—Stark,
Wetzel & Co. Inc. is' engaging in
a securities business from offices
at 725 Gradner Lane.

Chicago.  New York Boston

INDUSTRIAL COMMON STOCKS

Altorfer Brethers Company
*Arcady Farms Milling Company
- Beeoth: Fisheries Corporation ;
Colorado Milling & Elevator Company
Foote Brothers Gear & Machine Corporation
Gisholt Machine Company
Hart. Carter Company
MaeWhyte Company
Rath Packing Company
Reockford Machine Tool Company
Snap On Teols Cerporation
Uarco, Incorporated
United Printers & Publishers; Incorporated
Viking. Pump Company
BOUGHT =— SOLD — QUOTED
*Prospectus Available

- ACALLYNsvCOMPANY

Milwaukee

Minneapolis Omaha
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" Railroad Securities

Ty

——

Viewed as a single group,
last year was, to say the least,

the market action of railroad stocks
inconclusive. At the end of 1946 ihe

Dow-Jones index of railroad stocks stood at 51.13. ‘During the year
it fluctuated over a wide range, with a high, based on closing prices;

5f 53.42 and a low of 41.16. At the¢
end of last year the index stood
at 51.13. Thus, for the full period
of 1947 there was a net gain in
the averages of only 1.35 points or
- 9.6%. Looking at the market in
terms of averages, however, pre-
sents a completely distortéd pic-
ture. A portfolio is made up of
individual issues, not of averages,
and as usual individual securities
displayed widely varying market
patterns. iy aow
" While there was only a modest
net change in the averages during
the year just ended, there were
wide fluctuation in individual se-
curities. Substantial profits were
possible on both the long and the
short side of the market, Out of
a representative list of 44 railroad
stocks listed on the New York
Stock Exchange-(ificluding specu-
lative preferred issues) 15 showed
net .price gains for the year and
29 showed declines, * Only two of
the - stocks—Atlantic Coast -Line
and Northern Pacific_ which de-
clined less than 2%—showed as
‘harrow -net changes during the
year as did the averages.

Of the 15 stocks that advanced
during: 1947 nine were up more
than 10%. Nickel Plate stocks
made the best showing. The pre-=
ferred was in first place on the
list with a net gain of 48.9% while
the common ‘was in third place
with a rise of 32.6% Illinois Cen-
tral was also among ‘the leaders
on the up side. That road’s pre-
ferred came second on the entire
list, being 38% higher at the end
of the year than at the tlose of
1946. The common ranked ‘sixth
with a rise of 23.9%. The two
other: leaders, and completing the
group that advanced more than
20%, were Union Pacific common,
up 26.4%, and Gulf, Mobile &
Ohio preferred, up 24.1%. The
Gulf, Mobile & Ohio common did
not do so well as the senior equity
despite the initiation of dividends.
It was up only 6.4%.for the year.

Of the 29 individual stocks that |

showed declines Tor?the full.year
1947, only six h&d net‘changes of
less than 10%. Aside from  At-
lantic Coast Line and Northern
Pacific, which changed only nom-
inally, this group included such
investment issues as Santa Fe,
Reading, and Virginian common
stocks. The sixth stock was Erie
preferred - which . declined only
3.99%. There were 23 issues that
declined more than 10%. Of these
14 were down more than 20%,
and three suffered declines of
more than 30%. Kt
The poorest over-all perform-
ance was that of the Missouri-
Kansas-Texas. Its common stock
registered the widest decline of
the issues covered, 35.7%, while
its preferred was fourth from the
bottom of. the list with a loss of
29.7%. 'Falling between the two
Katy stocks were Chicago, Mil-
waukee, St. Paul & Pacific. com-
mon, down 33.3%, and Chicago &
Eastern Illinois class (A stock,
down 30.6%. Other leaders in the
decline were Pennsylvania which

Guaranteed Stocks
Bonds
Special Securities

. ¢
BH S igini v
' INCOR RATED
GUARANTEED RAILROAD STOCKS-BONDS
25 Broad Street New York 4, N. Y,

Telephone BOwling Green 9-6400
Teletype NY 1-1063

pigitized for FRASER

registered ‘a loss of 28.9% and
Western ' Pacific common  which
declined 27.8% during the year.
There were only two instances
where the junior equity out-per-
formed the senior equity of the
same road. Chicago & Eastern Il-
linois common, with a drop of

24.4%, did somewhat better than |

the class A stock mentioned
above. Also, Chicago Great West-
ern.common, with a dip of.15.8%,
was not so badly hit as the pre-
ferred which  declined = 24.2%
There were two instances, St.
Louis-San Francisco and Seaboard
Air Line," where the preferreds
were up- and the common stock
declined. The divergence was par-
ticularly marked in the case of

Frisco ‘where the preferred was |

up '10.7% in ‘contrast with a de-
clinie of 23.3%. for the common.
The ‘performance of the indi-
vidual railroad stocks last year
once -again ‘stresses the fact that
there can be no successful invest-
ing or speculating based blindly
on the opinion that “The rails are
attractive.” Selectivity -based on
an interpretation of the problems
and prospects of the individual
company -is' still the answer to a
sound investment policy. ;

William M. Erb With |

o
Orvis Bros. & Go.

Orvis -Brothers:& Co., 14, Wall
Street, New .York City, . members
of the New York Stock Exchange,
New York Curb Exchange and
leading commodity exchanges, an-
nounce -that William . M. -Erb. has
become ‘associated with the firm
as a registered representative.
Mr. Erb has been in the financial
community ‘for more than 40
years during which time he has
been. identified with several lead-
ing Stock Exchange. houses. ' He
was recently a partpner in Pell &

@

. Topping & Go
Opens Offices in N. Y.

James D. Topping, Roswell H
Harriman and Stewart. R. Terrill
announce formation of ‘the co-
partnership of J. D. Topping &
Co., to conduct a brokerage busi-
ness in state, municipal and other
tax exempt bonds. The new firm
will maintain offices at One Wall
Street, New York City.

Stepheﬁ Baker Finch on
Staff of Finch, Wilson Co.

Finch, Wilson & Co., 120 Broad-
way, New York City, members of
the New York Stock Exchange,
announce ‘that Stephen Baker
Finch has joined the investment
securities department of the firm.
Mr. Finch is the son of Henry L.
Finch, senior partner of the firm,
and grandson of Stephen Baker,
longtime president and chairman
of the board of the Bank of the
Manhattan Co. ~After graduating
from ‘Yale University in 1946,
Mr. - Finch was -associated with
Hemphill, Noyes & Co. During
World War II, he served with the
76th and 30th Infantry Divisions
overseas, ;

Georgeson & Co. Opens
Branch Under E. Brosius
SAN - FRANCISCO,~ CALIF.—
Georgeson & Co. announce 'the
opening of a new branch office at
9 Sutter Street under the man-
agement of Edward E. Brosius.

“Practcal, Not

President,

of a miller or an

* charges or

prices could

not be regu-
lated. ,

- Under our

written . con-

stitutions,

Federal ‘and

_State,. private

-property is

protected

-~ from taking

~.by -the Gov-

ernmen-t

without due

compensation,

: and these con-

T. 1. Parkinson stitutional

private-property and its use have

always been -interpreted to mean

that prices and charges for serv-

ices could not be fixed by law

except -in some emergency’ like

war or-in the case of property

or.-business “affected by “public

interest.”” Of course, we have

and private initiative which. is
affected by . publicinterest, and
these now . include clearly  what
are-known as public utilities and
the railroads.

Government - can regulate the
services and charges of the rail-
roads . provided that -regulation
does not. amount to a ‘‘taking” of
the * property, ~ 4nd - property ' is
“taken” when the regulafion does
not permit the owner. to . realize
a reasonable return on the value
of his property. What is a fair
return is, of course, a matter for
the courts to decide and changes
with .changed conditions. But it
has never been held by the courts
that a return of less than 5% %
would be a fair return.
Likewise, the' value of the
property which is subject to regu-
lation is a_question qu;t;; thq;ourts;
-and “during “the “:past: 50  year

" | there have been various iheories|
for . thie - determination “of fair:

value for regulatory purposes.
Sometimes it has been the origi-
nal cost depreciated annually for
wear and tear.  Sometimes repro-
duction cost, that is, what it
would  presently cost to produce
the property regulated. :In the
case of the railroads, the Inter-
state. Commerce Commission un-
der authority of Congress spent
many years and millions of dol-
lars valuing the railroads for rate
making  purposes. That valution,
substantially completed .-a few
years ago and from time to time
brought down to date, presently
values all of the Class I railroads
in the country at about $21 bil-
lions, :

The railroads themselves. dis-
pute this valuation and assert that
their book valuations. show that
their property should be valued
at a little more than $22 billions.
But there is apparently mno dis-
puting the fact that the value of
the property on which the rail-
roads are entitled to earn a fair
return is at least $21 billions.  If
a fair return is 5% %, that means
that the Class I railroads should
have a current net annual income
of  $1,150,000,000.. They are not
and have not been for years earn-
ing anything like that sum an-
nually. The net income of all the
Class I railroads in the year 1946
was $620,000,000, including $170,-
500,000 refund of excess income
taxes paid in prévious years.

Now, one may ask why, under

#A statement of Mr. Parkinson
released by the Continental Press
Syndicate, Brightwaters, N. Y:

By’ THOMAS I. PARKINSON*.

Th}irsday, January 8, 1948

; CmEm My O R T £ M \ " . ) ¢ &
Punitive Regulation for-Railroads - -
The Equitable Life Assurance Society of the U 8.’ ‘

Insurance executive traces growth of business regulation in the light of constitutional guarantee against
_ property confiscation, - Cites theory of “fair return on fair value” in railroad and public utility rate -
regulation, and says present problem is' permitting adequate’ rates which will enable earners to meet °
increasing costs and leave enough to finance :improvements. ; Pleads for - constructive legislation. -

_ Even in their early days English and American Common Law controlled the charges
of business affected by public interest, typical instances being inns and mills.- The charges
inn-keeper were subject to control by law centuries ago though other

guarantees of”

expanded: the field.of property.

our constitutions guaranteeing. a
fair return on property affected
by a public interest, the railroads
are not receiving that constitu-
tional rate of return. Why cannot
the railroads go into court and
show that the rates fixed: by the
Interstate Commerce. Commission
do not- permit them to earn the
constitutionally guaranteed fair
return? " If they can show .that,
the rates enforced by the regu-
latory. body -should -be invalid.
If those rates are fixed by Act
of Congress, the Act of Congress
would seem to be invalid. If those
rates are fixed by the Commission

Hin- its. interpretation of an Aci of

Congress, then that interpretation
should be invalid. If the constitu-
tion guarantees even property af-
fected by a public interest against
Government . taking, which in-
cludes Government regulation not
allowing a fair return, then why
don’t- the railroads demand their
constitutional rights - and = get
higher .rates?

That’s what the public utilities
and the telephone companies -do,
and generally the regulatory bod-
ies in.those fields create the rates

without -resort-to. the courts; and"

it is generally accepted that if the
regulatory :bodies did not' create
rates ‘to give the telephone and
public utility  properties - a fair
return, - the - courts would  upset
such rates or regulations as were
inadequate.

The  difference - between  the
railroads  and the. public utility
and telephone companies is that
the latter are almost always geo-
graphical monopolies. There is no
competition in the same territory,
as'there most' definitely is with
the railroads.  If one railroad in
a given territory charged rates
which gave it a fair, return;on
ity property, its rates ‘mrgl}’:{"vfrell'

e so much higher than another
competing  line .that the. business
would go to the other road.

The result is that rates in the
case of the railroads have to be
established at an equal level for
all competing roads and also with
'some . consideration :for the fact
that-other modes of transportation
are in competition with the rail-
roads. It must be .remembered
that ‘busses, trucks, pipelines,
waterways,- and airplanes are all
engaged in competitive transpor-
tation. The problem presented by
rompetitive transportation rates is
the reason for the difficulty in
complying with the constitutional
guarantee of adequate rates to
give a fair return on the value
of -the railroad property. .

‘- In the early days of regulation
of rates and services we empha-

sized lower charges in the interest |’

of- shippers; now we must con-
sider adequate rates which will
enable carriers to meet increasing
costs of wages and operation and
leave enough to pay for or finance
improvements “and betterments
required to provide  safety and
efficient service. Modern equip-
ment, heavier rails, signal systems
and the elimination of curves and
grade crossings cost money. Either
those who use the railroads must
pay for all of this, or it must be
paid for in some way by all of
us whether we uze-the railroads
or not. '

Fortunately the ICC mnow -has
power to- fix rates of practically
all carriers competing with the
railroads. Therefore it is now
possible, though difficult, to fix

fair ‘and adequate rates which

will enable the roads to live and
develop without driving their
business to other and competing
transportation. That is the present
duty ‘of the rate making bodies. '~

The railroads .under . private
management  ‘subject to “public
control have done a-superb job

to the great benefit of the coun-

try. Why treat. them now -as if
they were still running rampant,,
doing the things that brought on
the “restrictive legislation of an-
other era? Their regulation, now
effective, should be constructive,
not' repressive. :

Hayden, Miller & Co.
Admits Four Pariners -

CLEVELAND, OHIO—Hayden,
Miller & Co., Union Commerce
Building, members of Cleveland
Stock - Exchange, . is announcing
admission as general partners of
Dana F. Baxter, Harrison C. Frost,
Jr.; Morgan C. Penn and Elbridge
S. Warner. ; :

Dana F..Baxter has been asso=
ciated with Hayden, Miller since
graduation. from Miami Univer-
sity in 1930. During World War
II. he attained the rank of Lt.
Commander, USNR, - serving in
Atlantic and Pacific areas. He is
a member of the Cleveland Cham-
ber of Commerce, Bond Club of
Cleveland, and Army-Navy Post
No. 54, American Legion.

Harrison C, Frost, Jr. graduated
from East High School and from
Harvard College and became as-
sociated with Hayden, Miller in
1928.: During ‘World War II he
was a major with the Ninth Air
Force in Germany, acting as liai-
son officer for French, Belgian and

 British forces.. He was decorated

three times with 'the French Croix
de Guerre, once with the Luxem~
bourg Croix de-Guerre, and once
with ' fhe United . States' Bronze
Star. He is President of the Har-
vard Club of Cleveland, Secretary
of the Troop A Veterans’ Associa-
tion, a trustee of the Phyllis
Wheatley Association, and was
captain of the investment bankers
’;:e‘zan:i of the Cleveland Community
Ffund. {

Morgan C. Penn, whose home
is in Columbus, graduated from
Ohio State University in- 1926,
later being associated with Fifth-
Third ' Securities Co. and with
Vercoe & Co. of Columbus. He
joined Hayden, Miller & Co. in
1944. He was for seven years out-
door ‘éditor for the Columbus Dis-
patch.” Mr. 'Penn is a: member .of
the Young Businessmen’s Club of
Columbus, and  a trustee of the
Bexley Conservation Club.

Elbridge S, Warner received a
degree from Cornell University in
1917, and served as an ensign in
World War I. He has been with

‘Hayden, Miller since 1920, He is

President of the Bond Club of
Cleveland, a member of Troop A,
1st -Cleveland Cavalry, and of
Army-Navy Post No. 54, Ameri-
can - Legion. He is Secretary-
Treasurer and a director of the -
Commodore Hotel, and a director
of the Alcazar Hotel. Mr. Warner °
is also a member of the Cleveland
Chamber of Commerce.’ 3
Other partners of Hayden, Mil-

iler & Co. are Otto Miller, Daniel

W. Myers, John S. Fleek, Arthur
M. Newton, Galen Miller and
Theodore' Thoburn.
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eC&0To
- The New York Central

| Why not have a through coast-to-coast train mstead of merely

“through sleeping cars”? Passengers could be spared all that
stalling in Clucago-— and save lwurs of travelmg time.

R

A word to the publi’c:

Itisan unusual cireumstance when the largest .
owners of a business must present their ideas

to the management in the public préss inslead
ofina Dzreclor.s meetzng

Bul though the C &0'is now the largest owner
of the New.York Ceniral, our: officers may not

sit'on its Board of D?reclors, nor may the C&O: -~

have any voice in the Central’s affairs, uniil the
wheels of the Inlerstate Commerce Commzsszon
grind out an approval

It appears now thal this may take months
to win. Meanwhile we are making our recom-
mendations in this way: What you will’ find
here is merely a sample of the kind of think-

ing. the C.&O . would like to contribute to the
Central—in, the interesi of the railroad and of

you the traveler.

To the New York Central

by

Knowmg your smcere mterest in 1mprovmg i

passenger service, the C & O urges your imme-
diate consideration of a through coast-to-coast
train.

Itis badly needed. It is perfectly practlcal
There is every ev1dence that it would pay.*

Why should Amerlcan businessmen have to
lose thousands of man-hours évery year sit-
ting it out in the railroad yards at Chicago?

The coast-to-coast traveler is now given
what is called: “through service.” But that
service is more a phrase than a fact. It is true
that he no longer has to change cars, but his
trip is still interrupted by several hours of
waiting around at Chxcago He has the option
of killing the time in the city or wasting it
staring at frelght cars in a switching yard

The C& O, whose appeal to the public won
the first steps in through service two years
ago, still believes that through passengers are
not being well served. Why shouldn’t we have
a through train, by arrangement with a western
road, that would go through Chicago with no
more delay than other through-trains have at
Kansas City, Washington or New York?

Y

Transcontinental passengers must still twiddle their thumbs fo}' three to six hours at Chicago!

. The airplanes go through Chlcago without
layovers. You can even travel through Chicago
by bus with'less delay than with the present
so-called “through sleeping-cars’! Why should
the train traveler be the only one penahzed"
Why should the railroads give the airlines a
strong and unnecessary advantage—in the
competition for coast-to-coast passengers?

Is it Practical?

When the C&O first urged through service,
other railroads objected that there wouldn’t
be enotigh demand to support it. There is 50
great a demand today that the through
sleepers at Chicago represent the most profit- -

. -able sleeping-car business in the couniry! These

cars average more than $50,000 a year from
sleeping car tickets alone. There is clearly
enough demand to justify a transcontmentalf
train.

. Today the traveler in a through sleepmg

. car bound from New York to Los Angeles or

San Francisco must leave hours earlier than
he should. And he must spend three to six
hours marking time in Chicago before his
train leaves for the Coast.

Travel from west to east is even worse.
Aboard the fastest through sleeping car, the
passenger must leave Los Angeles at noon,
arrive in Chicago at noon—then hang around
until Century time at 5 o’clock. Surely the

.Central and a western road could get together.

on a through {rain to avoid all this needless
waste of time.

Wby not Do lt Now ?

The C & O strongly urges thisi 1mprovement.
We believe that if the Central would initiate
it, you would gain a great competitive adyan-
tage over other railroads servicing the coast-
to-coast traveler. Both the.Central’s cus«
tomers and its stockholders would win!

~ The Chesapeake & Ohio Rallway

org/

Terminal Tower, Clevelandl tho
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" Wages Lag Behind Prices: Schwellenbach

Labor Secretary in New Year’s statement says prices and excessive profits must come down. ' Holds™"
“ free collective bargaining must be ‘strengthened and improved. Lk

Secretary of Labor Lewis B. Schwellenbach released on Jan. 1, a New Year’s-state-|:

ment in which he expressed the view that despite wage increases, workers have lost ground
s0 far as their standard of living is concerned, and that the best solution to the problem of

inflationary
prices is to
give the Pres-
ident author-

ity to. control
pricés, The
text of the
statement fol-
lows:

“The most
important do-
mestic task
facing the
United States
in 1948, as far
as can be fore-
seen at this
time, is to
take the steps
necessary to stabilize our economy
at high levels of employment and
production, and, thus insure a con-
tinued and more widespread pros-
perity. ¢

“The wage earners of our coun-
try and the labor movement of
which more than 15 million work-
ers are now a part have contrib-
uted greatly  to the "conditions
which in June, 1947 made possible
the achievement of the ‘impos-
sible’—60 million jobs.

“Both the productive labors and
the constructive programs of the
nation’s workers helped bridge the
gap from war to peace so rapidly
andtsmoothly that by the begin-
ning of last year most of the prob-
lems of physical reconversion were
safely out of the way.

“Labor’s ‘second round wage
demands were moderate, equitable
and based on the need to offset
the loss in real wages which the
workers - suffered following 'the
lifting  of price controls starting
in June 1947. New coatracts were
negotiated with a substantial drop
dn lost time from strikes as com-
‘pared with the year before.

“Employment, civilian produc-
tion, profits and weekly earnings
were the highest in history during
1947. Nevertheless, the inflation-
ary rise in the cost of living can-
celled out wage increases to the
extent that there was little, if any
gain, - in' real wages or living
standards for millions of workers.
On the contrary, those in the low-
est income brackets and on rela-
tively fixed incomes actually lost
ground so far as their standard of
living was concerned.

“In order to check this erosive
process, which endangers not only
the welfare of individual workers,

L. B, Schwellenbach

pbut also the security of our whole
economy, we must bring about a
more equitable balance between
wages-and prices. .
“Workers, organized and unor-
ganized, I am sure, would rather
have their real wages increased by
means of lowered living costs
rather than have a money increase

that soon will be wiped out by,

higher prices. The best solution
to the ! problem -of inflatioaary

prices is, in my opinion, legisla-
tion giving the 'President author-’

ity on an emergency basis to exert
control where prices continue to
rise and goods rémain scarce and
in short supply despite.every ef-
fort to increase ‘their production.
“It is evident that we can have
no real price .competition under
these 'conditions, and that. until
there is real price competition the
prices of items in short supply—
or of items whose prices are fixed
by monepolistic practices — will
not become less by themselves.

“Whi.e we must ‘continue - to|

think in-terms of gn economy of
plenty as opposed to an economy

of scarcity, that alone is - not
enough. Prices and excessive
profits must come down, real price
competition be restored and real
wages increased for many if we
are to have permanent prosperity
and economic security for aii.

“I am confident that we can

keep our economy in this couatry:

strong and, at the same time, free,
We are not endangering the free«
dom of our economy; but-rather
strengthening it,, when we make
emergency or ‘other ' necessary
rules for- economic. conduct~that
will protect the general welfare
through ‘the democratic. processes
of responsible, representative Gov-
ernment. : i

“Laber can be expected during
1948 to continue its constructive
and progressive influence on our
way of life. Free “unions have
been and will continue to be one
cf the symbols and living expres-
sions of democracy. Free collec-
tive bargaining must be strength-

ened and improved if -we are:.to|:

have a ‘truly free, competitive
‘economy in this country.”

Inflation Main Problem: Murray

Philip Murray, Pfesident of the CIO, issued--on New Year’s Day

the following brief statement:

“The United States and its pe

ople during 1948 must make deci-

sions which will greatly affect the future welfare of the entire world.

“We must ’
make a gen-
uwne effort to
rehabilitate
the war-torn
nationsabroad
so:they can
become self-
supporting —
and this we
must do with-
out meddling
in the internal
affairs of the
countries to
which we give
aid.

“We must

‘ L Philip Murray
do everything : v

we can to protect our own econ- |
omy—an economy badly strained

by the forces of inflation and
burdened by our own needs and
the needs of those overseas who
face hunger and privation.

“In our ‘efforts to further the
cause of democracy throughout

ciently than it ha

@

the world we shoeuld attempt to

| make our own democratic, form

of government function more effi-
s ever functioned
in the past.” /" :
“Inflation is thé most pressing
problem  confronting the United
States. It is sapping the purchas-
ing power of our people and lead-
ing us toward the brink of a de-
pression. It is a'problem we must
tackle—realistically 'and whole-
heartedly — before = many more
weeks have passed. g
“Our success in dealing ' with
domestic - economic problems will
greatly determine the world-wide

role we can play, ; . !
“The Congress of Industrial Or-
ganizations during the coming
year will do everything it can to
put into. operation the legislative
and economic machinery needed
to, speed our own country. and
other nations along the road to
lasting peace and prosperity.”

This advertisement appears as a matter of record only, and no public offering

is.being made of this security.

$25,000,000

- Allied Stores Corporation

i 31/8% Notes due December 31, 1967

This financing has been arranged privately through the undersigned,

LEHMAN BROTHERS
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Green Says Labor's 1948 Objective
- Is Repeal of Taft-Hartley Act

AFL President announces organization of Labor’s Education and .-
Political League for this purpose. Also asks for liberalized social
o) . security system
: William Greén, President of the American Federatidn of Labor,
in his New Year’s Day statement, launched a new attack on the Taft-

Hartley ‘Act and asserted the chief task in 1948 “will be to oust the
present stand-pat Congress and elect a new one more responsive to

the needs - of y

the' American

‘people.” "The

-complete text

of the- state-

ment follows:

hopes in 1948

to lay the

‘groundwork ¢

for the estab-

Tishment “of-

redl ‘prosper- - |

ity,slasting

peace, -and

continuing

‘progress in )

our time. William - Green .
“Our . chief !

task in 1948 will be to oust the

present ' stand-pat . Congress anc

alect a' new one which will be

more responsive- to: the needs o.

the: American people. .

“Tt appears likely, from present

conditions, - that “employment wil.

-ontinue at a high level next year

.| This will ‘be the best insurance
| against any possible recession set-
‘ing in. With. a peak demand for|

the. products of farm and factory
certain, and  with shortages .of
many ‘ commodities unslaked, - la-
por, industry, and the farmers will
be ‘faced with: responsibility for
reaching new: productio:n records.
The needs of the American people
snd our commitments for foreign
relief, make .increased production
zn inescapable duty.

“Inflalion corstitutes the chie’
threat-to the progress of the Amer-
ican people in 1948, The price sit-
uaticn is: rapidly getting out o’
nand. Wages, as usual, are losing
grouad in. the race ‘against run-
away inflation. |

“It seerns inevitable that some
torm of Government regulation o
the price of items which enter intc

‘| the cost of living-—especially-food

clothing. and. rent—will have. tc
be instituted in 1948 to keep in-
flation within bounds. The Amer-
ican Federation of Labor.does 10t
relish the return of price controls
selective or otherwise: We would
prefer a free economy in which
competition would keep prices
down to reasonable levels. But
unless the, present economic crisis

‘| takes an immediate turn for the

better it will be necessary for the
profection of |the consuming pub-
lic and for the preservation of the
free enterprise system itself, to
clamp Government brakes on'the
uncontrolled price spiral.

“Labor is ready to undertake its

production: To attain this goal we
are more. than willing -to meet
management half-way, But we
fear -that any. attempt to bring

| about intelligent, constructive, and

decent lalior-management cocp-
eration. will -be handicappei by
the Taft-Hartley. Act.

“That - infamous law serves to
encourage only those who wish to
fight labor instead of cooperating

.| with it. " It serves to promete in-

dustrial warfare rather than labor
peace. Already its provisions have
contributed to a breakdown of
long-standing peaceful labor-man-
sgement relations.in important in-

| dustries. I fear .even worse conse-

quences in 1948.

"“I know . that many casual ob-
servers are beginning to think that
maybe the - Taft-Hartley ‘Act has
been a success because there are
fewer strikes in progress at ‘this
time than. at similar periods “in

* | past years. However. they do not

. ]ariunry 6, 1948,

realize that a large number -of

{unions sigred new contracts just

"'before the Taft-Hartley Act went

responsibility . toward . increasing.

uty etfect and these contracts are
xempt from the law's provisions.
e blow-off will come at the ex- -
Jration of these contracts in 1948.
“At that time many uaions and
mployers who have been’ getting
Icng -well together will discover
:at' ‘they cannot - continue their
.ong-s.anding. . contractual - rela-
| ionships on the same basis. be-
cause of the Taft-Hartley law. The
e.ults may:be-chaotic unless:in-
lustry as a whole resolves not to
ake advantage 'of the . special
benefits conferred upon it’ by the

" | Taft-Hartley Act and proceeds to

accord fair treatment:to the-na-
tion’s: workers ‘and ‘the  unions
wgich represent them. )

Organized labor does not relish
the prospect of having to depend
upon the largesse of big business
'to protect economic and working
standards. which were wor. after
hard years of struggle, ‘We cannot
tolerate the oppressive conditions
imposed - upon us by ‘the .Taft-
Hartley Act indefinitely.

“That is why we are now or-
ganizing to get out the vote for
the national elections of 1948. The
American Federation of Labor has
formed Labor’s Educational ~and
Political League for this purpose.

“It is our hope and determina-
sion that the members of organ-
ized labor and their families and
friends will respond to, our pleas
:nd go to the polls next Novem-
ser in full force. If we can suc-
.eed in this endeavor we are
sertain of electing a new Congress
which will repeal the Taft-Hart-
ley 'Act and which will -enact a
program of progressive.economic
and . social legislation. necessary
for the nation’s welfare, e,

“In this category' the American
Federation -of ' Labor includesan
effective housing law; improve-
‘ment and expansion-of the Social
Security system, -lifting of ' the
minimum’ wage ‘standard to  at
least -75¢ an. hour;-and the-inau=
guration of Federal insurance
against the costs-of medical care,

“In_our opinion -the people of
the United States have not yet be-
gun to realize the full advanhtages
that modern production: miracles
and the free American way " of
life can confer upon them. They
will never enjoy these advantages
under a repressive government
which looks only to the past. We
can achieve the promise of the
future " only - through leadership
which looks to the future and sees
that promise as a boon not:only
for those who possess great wealth
but for all people of our country.”

E. B. Vinson With
DeHaven & Townsend

" Egerton . B. Vinson has become

associated with ' the investment
firm of DeHaven & Townsend,
Crouter & Bodine, 30  Broad
Street, New York City, as manager
of the institutional: bond depart-
ment, Mr. Vinson has handled
institutional bond . business for
Hallgarten & Co. for -the past
eleven years and 'prior thereto
was a member of the staff of “The
Wall Street Journal.”

Beer & Co. to' Admit Dick.

ATLANTA, GA.—Jackson P.
Dick, Jr. will become a' partner
in the New York Stock Exchange
firm of Beer & Co. and will make .
his headquarters at the firm’s
Atlanta. office in the Trust Com-
pany of Georgia Building. "
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~ New: Anlblnﬂalmn Law. Is Preﬁmmary Slep
ok By EARL hiJNTiNG s
y NAM retring Presidont says. priorities and inventory control should

not ‘be peimitied b jeopardize anti-trust hﬂvs. w
‘stidy of - faidaimentals - of price - situation.

ants cohg’resslona'l

A G naniels Joins
| Staff of J. A White

CINCINNATI 'OHIO —J. A,

mnnrclpal bonds,  announce ' that
A.. C. Daniels is now associated
with them"as Southeastern 'Ohio
Représentative, with headguarters
in Marietta, Ohio.” My, Danels is

widely known amongst the bank-

. Earl Buntlng President of the National Association of Manu-’
facturers, issued the following statement on Dee. 80, 1947, after Presi-
dent Truman. signed the " Republican-sponsored antl—mﬂatmn -billj

-+ “The anti-inflation bill signed
Iunmary step ] <&
in - the fight e
against in=
flation en-
acted .in. 1e-

:sponse  to -
‘ public demand
for - definite
action. It is to
" be hoped that
‘“when Con-
- gress re-con-
‘venes - the
question o f-
the basic
“causes leading
to " inflation
“will be exam-

‘Earl Bunting
‘“ined  ‘more

‘thoroughly,  and that a nationallf

policy will bz evolved which wili|
-attack these basic causes more
“effectively.

" “The section ‘of the act which
‘deals with priority allecation and
mve‘ntory control of scarce éom-
‘modities " which basically affect
“the: cost “of living ot industria’
production should not be per-
“mitted to- jeopardize or. wo' k
"toward relaxation of ‘any ‘proper
‘enforcement “of = the antl trus
- laws.

. “We believe that competition is
‘the mainspring ‘of the free, com-
- petitive enterprise system; and al~
{ways -have opposed " monopolistic
practices, ‘Whether in the hands of
business, - labor : or -:government.

'Mon'o'polis'tic practices-are not inl{

accord Wwith the principles of 2
free economy, with or without t7e
-sanction - of  any governmen:
agency.

“We hope' that Congress will
~conduct a realistic mveshganon of
‘the ‘whole priée end income stric-

ture. When the facts are ‘on t¥e
table: ‘we: believe that the vublic
and ‘our public servants will sup-
port ‘efforts to resolve the facts
into an efféctive program for con-
structive 'solutions — and we be-

lieve ‘that such a program will |4

parallel the one recommended by
industry after careful, study of the
fundamentals ‘of ‘the price  situa-
tion,

“A sound program for attacking

-the basic ‘causes ‘of inflation  is|

‘charted in industry’s 12-point pro-

gram, which places emphasis ‘on |

bringing preduction up into a bet-
ter balance with our tremendos
money. supply, through the pro-
ductivity of a free economy.
“This -program calls for reduc-|
tion of government spending and
taxes, and for svstematic retire-

ment; of the public debt. Tt urges ||

management to redoubls its ef-
‘forts to bring down prices through
-increased production and lower
unit  costs and -that business -be
encouraged to plow . back -earn-
4ngs into expanded production, by
elimination . of Treasury Depart-
ment pressure to distribute 70% of
profits ‘as ‘dividends.

" . “THe “program ' récommends ‘the

‘setting -aside of - unnecessary re-|:
'strictions - ‘'of individual produe= [ -

< tivity: and ‘of ‘all festherbeddine
" rules, and -cessation of ‘demands

. “for fur‘ther Wwage  increases’ with-|]

~out- co‘lrespondmg “increases in
Pproductivity,

““Also it urges retirement of'

govemment bonds held by. banks,

AWith the proceeds of a new long- |
term government bond issue at- ]

tractive to individual - investors,
‘and ‘discouragement ‘of inflation-
-ary bank ‘crédit expansion by let-
‘ting interest rates seek their own
‘levels, free of government dom-

ination. In foreign aid, the NAM |

Tecommends that emergency re-
lief be in goods, purchased in the
most economical markets, and that
aided foreign nations be requited

“to modity or ehmmate prlce and

by the Pres&dent today is'a. pre—

; v,'Wﬂ.thuck‘erm%h, Smﬁh‘Gq.ﬁ
. Harry Spitzei is now -associated. g
| with *Zuckerman;- Smith & Co.;[-}{
members of the New York Stock:|" {4
Exchange, as. Associate. Manager |- .
‘of the firm’s midtown office at
1441 .Broadway. .:He was formerly
§ | with J. H. Brooks & Co. Louis

L. Maltz is the other associate |

! thte & Co., Union Central Build-

A. C, Daniels

ers in Ohio. He was associated
with the Peoples Banking & Trust
Co. of Marietta, from 1922 to 1932.
| Subsequently, for a period of nine
/[ vears, he was associated with the
| State  Banking  Deépartment . of
Ohio, as a bank examiner, Mote
recéntly; he has been Cashier and
Director of the Farmers and Mer-
chants Bank, Caldwell, ‘Ohio, for
a period of five years, |
During * the past year; J. A,
White & Co. have placed repre-
sentatives in - Toledo, ‘Cleveland.
and Columbus. The ‘addition of

‘manager at this office.

ing, dealers -in high-grade : Ohio

Mr. Daniels in Marxetta is a fur-

i

therance of the, program of the
firm to make it§ coverage of Ohio
more complete, The firm is active
in underwriting bonds of Ohio
‘tities, counties and school dis-
tricts. Last year the firm cele-
brated its tenth -anniversary and
during most of its ten years it has
been active in underwriting high-

grade bonds of Ohio mumclpal
subdivisions, -

J. Austin White, who is head of
the firm of J. A, White & Co., has
published a book entitled “An
Analysis of Municipal Bonds,” in
which he has given considerable
data as a guide to investors of
bonds in the cities and counties
throughout the United States.
Each year the firm publishes its

‘own ratings for the bonds of Ohio

cities, ' counties -and school ' dis-
tricts. . .

322 UNION STREET, NASHVILLE 3, TENN.

‘other ‘controls.”

western  North- Carolina, ECUSTA PAPER

CORPORATION has pioneéred and brought
to full 'production. the gigantic paper mills which
today supply the $15’,000,000 annual cigarette paper
requirements:‘of the leading U. 8. tobacco comi-
panies. ; ;

! T :PISGAH FOREST, in the mountains of

After years. of -reseaich, Ecusta upset tradition,
devised mew ‘processes, and established a new type

of paper- industry :to teplace the monopoly held
_ by France before World War 1.

Ecusta . proﬂucés eliouéi cigarette pail‘er each day
to- make over. a’ billion c'igarettes Without Ecusta,

: hngh qualrty ‘cigarette papeir would:not have been

available ‘during the war in quantities larze enough

g Ny

-to make cigarettes for the anme’d forces, let alone
the ever-expanding civilian -nee‘ds.
In addition to supplying American cigarette manu-
facturers, Ecusta is shipping its cigarette paper to
all parts ‘of the 'wofld, and is expanding its facili-
ties to inglude manufacture of flax text papers,
Bible pa[z's, air mail papers, and other thin paper
specialties,
Ecusta has given a new cash crop to"the farmers
of America by developing seed-flax straw as a raw
material in the ‘manufacture of cigarette paper.
The Company has ,al;n provided employment for
“and “raised the living standards of thousands of
<~ workers; establishing upon a high plane: this new
American industry. : 5 ;

Another advertisement in the series by Equitable Securities Corporation featuring
Southern -industrial developments, - Equitible has helped ‘to finance many South-
. ern-industries, is. ready to ‘do ‘its -part in supplying others with capital funds.

"EQUITABLE

Securities Corporation

BROWNLZEE O. CURREY, PRESIDENT .
TWO WALL STREET, NEW YORK 5, N. Y.

gitized for FRASER
p:/lfraser.stlovisfed,org/
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“Canadian

‘Securities -

By WILLIAM J. McKAY =

. Realization south of :the border:of the.tremendous potentialities
.,,of Canada’s enormous wealth of natural resources has come somewhat
:in the nature of a pleasant shock, especially to the farsighted few
.who were beginning to view with growing unease the rapid dissipa-

ytion of the readily available nat-
.ural riches of this country.

A new frontier now challenges
.the 1initiative of the world’s most
-energetic and resourceful minds,
which happily can operate from a
-country where, unlike elsewhere,
;private enterprise is still alive.
“This new vast field for profitable
-endeavor, moreover, is not situ-
.ated in- the wilds of darkest
JAfrica. or:  the South American
jungle. In effect it is almost mi-
.raculously to be found on this
country’s 4,000-mile northern bor-
-der—a border in‘name-only. Also

. »the land beyond this uniquely ac-
-cessible frontier is peopled by ‘a
;friendly nation whose way of.life
-and ‘ideals ‘are amazingly similar
+to those 'prevailing south of the
:international line. ;

Until recently Canada had been
rconsidered here as a colonial de-
:pendency of Great Britain and not
;a sovereign nation in her own
.right. Although U. S, capital had

;constituted a great factor in the :

#economic development of  the
scountry, theré had been a natural
«diffidence .on both sides, apart
ifrom’ the more or less enforced
scooperation during the war, in the
“approach towards the adoption of
@ common economic policy. Now,
thowever, the breakdown of the
-time - honored and - convenient
+1J, S.-British-Canadian economic
«friangle impels the Dominion to
<find a more permanent foundation
-on which to shape her economic
zdestinies, " Likewise on this side
.geographic and economic consid-
_erations lead to the conclusion
that a policy of dynamic develop-
ment of Canada’s unrivaled wealth
of virgin natural resources is ur-
gently necessary  for the future
‘economic welfare of this country.

Thus the stage is now set for
--the . commencement of 'Canada’s
greatest era. It has long been con-
sidered by close observers of the
‘Canadian scene, that Canada’s
economic " destiny would not be
fully attained until the source of
her greatest wealth—the fabulous
Pre-Cambrian. Shield—would be
fully exploited., This two million
square-mile ‘geological freak of
nature, the edges of which have
-so far only been scratched, con-
stitutes the greatest remaining re-
serve of economic resources in the
world. :

However, before the riches of
this "gigantic treasure-house can

CANADIAN BONDS

GOVERNMENT
PROVINCIAL
MUNICIPAL

' CORPORATION

CANADIAN STOCKS

A.E.AMES & CO.

INCORPORATED

TWO WALL STREET
NEW YORK 5, N. Y.

RECTOR 2-7231 NY-1-1045

pigitized for FRASER
tp://fraser.stlouisfed.org/

flow into industrial channels, both
this country and Canada have a
formidable preliminary task to
accomplish. In order to stimulate
an adequate stream of private
capital from this country the ‘ex-
isting investment channel which
now serves only to discourage the
entry of foreign capital into Can-
ada, must be broadened and sta-
bilized.. This is an urgent require-
ment in the interests of . both
countries. Canada, embarrassed
at the present time by pressing
exchange difficulties, is not in a
position to undertake alone a fi-
nancial task ‘of this -magnitude.

The collaboration of this country"

is therefqre essential for the es-

tablishment of a jointly adminis-
tered exchange fund which would

ensure the protection of the exist-
ing U. S. investor and also en-
courage the entry of fresh-capital.
Unlike . the Bretton ‘Woods -cur-
rency schemes which so far have
served only to throw good money

I | to the support of bad, the institu-

tion of a U. S.-Canadian currency
pool coulld prove to be the start-
ing point of a-constructive ap-
proach to the solution of the
wlorld’s monetary and economic
ills, ’ b

During the week the action of
the Bank of Canada, paralleling
that of the Federal Reserve au-
thorities in discontinuing support

of the government bond market.

at high premiums, led to a decline
in the internal section of the mar-
ket: at the current high yields the
internal Dominions appear in-
creasingly attractive,  The exter-
nals were relatively unaffected bv
this development but the turnover
was negligiblesStocks commenced
the New' Year on a:strong note
with Western Oils again to the
fore. Base metal issues were also

firm but the golds with minor

exceptions were dull and reac-
tionary.

Holds Business Borrowing Not Yet Excessive

In report. to stockholders, Gordon S. Rentschler, Chairman of

National - City ‘Bank, - says business debts in relation to stock-. .

"holders’ equity have not advanced too far, but rising tendency
“will need careful watching.” Ascribes stagnation in stock market
to wartime taxation.

- In the 1947 Annual Report to

Stockholders of the National City

Bank, Gordon S. Rentschler, Chairman of the Board, together with
W. Randolph Burgess, Vice-Chairman, and W. Gage Brady, Jr., the
President, discussed the rising trend of business borrowing, but noted

that despite*

the increase in
loans over the
past year,. the
use. of bank
credit “by
business  con-
.cerns in rela-
tion to' their
equity - capital
is not yet ex-
cessive, but “it
is a tendency
that needs
caseful watch-
ing.” "A large
part of cur-
rent ' business

Gordon S. Rentschler borrowing

| from banks is ascribed by the Na-

tional City Bank officials to the
stagnation in the securities mar-
kets, which have not been able to
absorb. needed  new capital fi-
nancing.

According to the report:

“Since  recent “discussions ' in
Washington have focused atten-
tion on bank loans, some comment
on their character seems in order.
The present high volume of busi-
ness ‘activity at high and rising
price and wage levels has forced
our business customers to seek
new funds. A number of com-
panies are borrowing for the first
time in many years. At the con-
clusion of the war most companies
were in a strong cash position, but
they have had to reconvert and
rehabilitate plants, carry high-
priceq inventory and receivables,
pay high wages, and buy new ma-
chinery to meet unprecedented
demands- from home and foreign
markets.

“Normally a substantial part of

-these  requirements might : have

been met from the sale of equity
securities, but in spite of infla-
tionary tendencies the open mar-
ket for such securities has been
stagnant and unable to absorb
anything like the required amount
of new issues. Hence the large re-
course to insurance companies
and banks., Theé stagnation in the
security markets reflects, in part,
the continuation. of nearly war-
time taxation of individuals to-
gether with liquidation by foreign
holders. : 4
“The increase of business debt
relative to equity money has not
yet, in our observation, been car-
ried to the point of endangering

firms, but is' a ‘tendency . which
will need careful watching. There
is question whether projected pro-
grams for capital expenditure by
business are not now in excess of
the supply of the kind of funds
which should be used for th-se
purposes. . We are reviewing this
problem  continuously “with our
customers. e

“The large increases in our
loans are directly related to the
production and  distribution of
goods, including notably  petro-
leum and its product; devartment
stores; drugs, chemicals, and glass;
food stuffs; machinery, and public
utilities. There is some increase
in personal loans and in loans to
finance companies, which in turn
are making instalment loans; but
the amounts involved .are not
large in relation to the aggregate.

“In the last quarter of the year,
as a result of a change in Federa!
Reserve and Treasury policies as
well as the increasing demand for
funds for business uses, interest
rates rose—a wholesome change
which was overdue. Over a period
higher rates will improve bank
earnings, but the immediate effect
is a decline in the market value
of securities held.”

Director of Canadian Bank

A. E. Arscott, CB.E., President
of The Canadian Bank of Com-
merce, announces ‘that the Hon.
John Hart of Victoria, B. C., has
been elected a director of the.
bank. Mr. Hart, who recently re-
tired as Premier of British Colum-
bia, - has-had " a long and distin-
guished career in financial and
public life.. He is President of
Gillespie, Hart & Co., Ltd., Vic-
toria. one of the oldest invesiment
concerns in Canada. He was Min-
ister of Finance of British Colum-
bia from-1917 to 1924 and again
from 1933 to 1947, the latter pe-
riod including . 15 years also as
Premier of the Province.

Marx Wire to Newburger

Marx & Co., members New
York Stock Exchange, announce
the installation of a direct tele-
phone connection with Newburger
& Co. in Philadelphia. The firm
also has direct wire connections
with its office in Birmingham,
Alabama, and to correspondents in

the position -of many business|Chicago and Detroit.

Let’s Close ..lhe}..;lmpori Gap

By W. C.

HADDON - A '

Rei)resentative."Westing‘house.Electric International Co., Pittsburgh

" Mr. Haddon, contending  our unprecedented outflow of exports will
mean nothing, unless balanced by imports, urges measures to relieve
dollar shortages and eliminate exchange restrictions by encourag-
ing greater imports. . Points out tariffs were cause of economic

collapse of the 30’s and attacks

present tariff laws. Says idea of

free and unrestricted trade is not a myth and holds greatest hope
of Marshall Plan is our willingness to accept goods in payment of

credits. Reveals work of We

stinghouse Import Department.

All of us could use some basic. facts about supply and demand,
especially as it applies to international commerce. If we intend to
avert another world war we must learn to balance our trade, and
the people of the United States must learn that a balanced trade is

tne surest way
to achieve
peace in' our
time  and  in
the future.
People must .
be  told ' that -
our unpreced- "
ented flow of -
exports means
nothing, un -
less itvis bal-
anced with
imports. - Qur
mad pursuit
this year of a '
$16 billion ex- A
port figure is W. C, Haddon
mixed up with
all kinds of danger to our eco-
nomy, to the people who today

.are- earning more money  than

ever before and who may be let
down harder than ever before
when the bubble bursts.

Does it- mean anything to you
that the country of Colombia has
now made it more difficult - to
secure foreign exchange licenses?
Does it sound unusual that coun-
try A is making private arrange-
ments with country B for an ex-
change of each other's surplus—
outsiders not wanted? What in-
ference do. you draw from  the
action of France in requisitioning
U. S. securities owned by her na-
tionals? Why is China discourag-
ing imports with new exchange
policies? “You don't need:to be
an expert to piece such items to-
gether: By anybody’s hand they
mean more tariffs, quotas, restric-
tions, embargoes, every other kind
of restriction having the single
purpose of throttling world trade
before it has taken a good post-
war breath, b

The world - is running out of

| dollars and .it. is. losing economic

stability. When' this happens the
world has a habit of following
the lines of least resistance. It
leans toward depression, even as
people lean ~toward a rabble
rouser who knows how to secure
“living space’ or a “share of the
world’s goods for everybody.”

Dollars are given power by our
production facilities, by. the
amount of goods we are able to
produce and by. the amount of
goods we are able to sell. Every
businessman knows how: impor-
tant ‘it is that his customers are
prosperous, for when a customer
puts up a sign reading “Out of
Business,” the key is turned in
his own door.

Customers can be prosperous in
only two ways: They must have
an, opportunity to earn dollars by
selling ‘their services or their
products. If they cannot do either
they cannot buy. Unfortunately,
this simple analogy 'is seldom
applied in foreign trading. Too
little attention is given to the
reasons for our imports being in
ratio to our exports. Everybody
is more or less convinced ‘that
high export levels means more
jobs but they fail to realize that
such high levels must be main-
tained in  all countries if true
prosperity is to exist in any coun-
try. e

We must realize that this coun-
try has come to a time of deci-
sion. And this is what it must
decide: (1) to chase this $16 bil-
lion export figure as far as it goes
and forget that it, in turn, is being
chased by the law of supply and

@

 demand, or (2) to take a lesson
‘from a past that is-rich with
lessons. 4

,’In and Out of . Foreign Trade
' “ For years our foreign trade
| operations- cut ‘blindly- across the
path of world commerce. We were
in. and we were out of foreign
trade. Few ‘of ug ever -sat down

1 with a history book to get an

idea as to where we were headed.
During those days we were quite
impressed with our -myth of self-
sufficiency., Everybody needed us,
but we needed nobody. The near-
est we ever came to famine was
in the headlines of our news-
papers. ]

We were a busy people, occu-
pied in making this country .the
most highly industrialized in the
world—we didn’t have time to
learn about foreign trade. Wasn’t
it just a convenient way to dump
our overproduction?

Ever since 1900 when we began
booming our production, the value
of the goods we sold to other -
countries has always beén greater
than the value of the goods we
imported. Between 1914, when we
first emerged as a creditor nation,
and 1933, when we were on the
verge of becoming a bankrupt
nation, we exported some $90 bil-
lion in goods and imported some
$66 billion.

Would anyone not agree that
it was a bit foolish for us, during
the 20’s to export something like
$10 billion in our goods for which
we insisted on being paid in dol-
lars rather than in goods? Wasn’t
it just as foolish when we con-
tinued exporting billions of dol-
lars in useful goods during the
30’s in exchange for gold labori-
ously ‘dug up in- South Africa,
solemnly transported - to @ Ken-
tucky, and then reburied in the
ground? »

All of us remember the Smoot~
Hawley tariffs but perhaps: -we
don’t recall that a year after these
tariffs went into effect France
inaugurated a quota system; that
in 1931 Britain went off the gold
standard and later adopted tariff
protection. The world was run-
ning out. of " dollars then, too.
Debtor nations were frozen out of
the market. Short-term" credits
were suddenly withdrawn from
Germany and the Nazi movement
got’an unintentional but never-
theless effective boost. ;

Tariffs and Collapse of ’30s -

Today it is obvious that two of
the causes .contributing to world. .

incredible tariff - policies: of :the-
United States and other nations;:
and. (2) the complete failure: of
the world to create an interna-
tional machinery. by which fto
‘stimulate financial and economie
cooperation.

For many: years we have been
one of the “have’” nations—one of
the powerful elements in. world
trade. Naturally, any mistakes we
made were greatly magnified.
Now, especially with regard to
many raw - materials, we  are
rapidly becoming a “have not”
nation, but our production poten-
tial is- greater than-ever before,
so we, can less afford to make
many mistakes today because our -
stature in. the world is greater

(Continued on page 44)

collapse in the 30’s were: (1) the -
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announcement added that the new | FULTON TRUST CO. OF NEW YORK:| THE BROOKLYN TRUST CO. OF
. BROOKLYN, N. ‘Y.

o oo L R A S RNy plan does not affect’ Title Guar-| -~ . ' ' Dec.31,'47 = Oct.6, 47 " “Dec.a1, 47 Sept, 30,47
NEWS ABOUT BANKS |/t v oo e o 353850 200 o it s

. | _ U prive e e _ 34,546,274 30,005,700 | Deposits 227,800030 226,649,871

: - CONSOLIDATIONS P ' 9,494,374

A g . ¢ i ‘ | banks 7,822,400 | banks " 62,282,868 55,187,277

. NEW BRANCHES COMMERCIAL : NATIONAL BANK AND |y, s, Govt, secur« U. 8, Govt. secur~ . .

. NEW OFFICERS, ETC, AND A E : i TRUST CO. OF NEW YORK ity holdings..._ - 24,498,463 21,997,400 | ity holdings____ 135,187,151 140,505,378
REVISED ) Dec. 31, '47 - Sept. 30,47 | Loans & bills dis- ‘ Loans & bills dis-

CAPITALIZATIONS o Total resources.__$239,988,260 $217,985 458 counted 572,033 1,645,600 counted 36,149,329 34,967,653
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: ted 52,361,694 46,436,922
Cash and dae . Cash and due ) . coun 1361, ,436,
from banks. 1,43,263803 1208,876,854 | from banks- . 320,749,465 260,982,619 | Undivided i e L ey Dec. 3147 Oct. 6 r47 | TOUBI TesoUTces___ 56,287,091 $54,942,700
U. 8. Govt. se~ < S . Se= \ 1 Sl 25 Deposits 46,869,616 - ' 45,622,100
Lo(:xl'll:tgn éugﬁlss' 2,131,035,234  2,183,146,029 Loil;xrs‘tgn;ugﬁfé 415,482,936 537,804,370 GRACE NATIONAL BANK OF NEW YORK | Total resources... $36,630,195 $38,265,100 _
discounted __ 1,215,660,245 1,144,278,147 | discounted - 377,810,121 = 320,671,403 Dec. 31, '47 Sept. 30, '47 | Deposits 32,937,964 35,502,900 | panks 14,362,907 13,459,400
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City Bank Farmers Trust Co.— profits 64,481,000 64,681,957 | Deposits - 86,488,752 78,138,181 bank 7,544,018 7,473,000 ity holdings.... 25,537,092 25,547,400
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Total ‘resources__.$150,847,466 $151,286,871 | CORN EXCHANGE BANK TRUST CO. |  banks 27,201,43 »961, ity holdings___. 9,059,162 9,565,400 | counted ... 1,241,557  2.212.300
Deposits 118,155,374 118,579,748 OF NEW YORK * | U. 8. Govt. secur- Loans & bills dis- . 7 B M
‘ £ d & ! . o ity holdings____ 47,429,708 43,948,557 . Surplus and undiv,
Cash and due from ‘% Dec. 31, '47 - Sept. 30, "47 | yo00ic” &r bills diss - counted 13,435,060 15,643,600 | " profits 8,141,079 8,076,700
26,526,044 27,856,823 | Total resources...$828,082,587 $827,819,087 unted 22,169,941 22,991,305 | Surplus and undiv eig i
U, S. Govt, secur- Deposits ——-—_.__ 782,204,170 782,641,524 | ., counte Fa 47 20 D : (Continued on page 38)
ity holdings 109,009,851 . 107,752,302 | Cunts aud due from |2 20% 27 12%% | Undivided profits_ . 898,737 . 1,043,692 | profits 1,643,775 1,631,800 pag
Loans & bills dis- ‘ banks . 214,445,596 213,323,403 .
. counted 1,209,888 1,227,878 | y, §, Govt. secur~ . ;
Undivided profits_ . 8,615,927 . 8,500,994 [ ity holdings_.__ 508,552,309 524,438,509
: & L # Loans' & bills ‘dis- e . X e
: GUARANTY TRUST CO. OF NEW YORK | counted 79,963,291 63,892,753 - This is under no circumstances to be construed as an offering of these securities for sale, or as an offer to buy, or as a
¢ Dec: 31,47, Sept. 30, *47. | Undivided profits_; 3.592v843 8,271,140 ! - solicitation of an offer to buy, any of such securities. The offer is made only by means of the Prospectus,
- : 31, . - 93U, L L
Tot. resources_$2,848,543,557 $2,869,596,711 | - : s
Deposits . 2,451,659,287 2,475,101,407 | FIRST NATIONAL BANK OF NEW YORK

“'Cash and due Dec. 31, '47 Sept. 30, '47 Not a New Issue January 7, 1948
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L Undivided profits_ 18,881,520 18,811,023 ! )
BANKERS TRUST CO. OF NEW YORK o Tl ; - P $20 50 h
g Dec. 31,47 ~ Sept. 30, '47 : rice ¢ per share

; P THE PUBLIC NATIONAL BANK AND
Tot. rescurces-$1,666,993,442 $1,573,355,231 \
Deposits ... 1,483,951,180 ' 1,393,338,536 TRUSP.CO. ‘OF. NEW: YORK
Cash and due Dec. 31, '47 Sept. 30, '47

from banks.' 474,988,192 330,943,128 Total resources___$581,799,399 $550,757,489 ;
U. 8. Govt; se-. ! | Deposits 544,924,963 | 514,263,481 e : : A

curity hldgs. - 484,535,416 558,311,249 Cash and due from L { Copies of the. Prospectus may be obtained from any of the several under-
I";i"s ““‘: gms i ey ia e Ubgngovt Py 127,685,625 103,901,883 A -wrilers only in States in which such underwriters are qualified to act as
um?ﬁf’“él-:m;‘ 623'323'234 533'913'054 ity holdings____ 310,972,476 278,950,382 : dealers in securities and in which such Prospectus may@all_y be distributed,

. B P o b Loans & bills dis- .
counted 124,180,874 142,562,973 o
THE ' CHEMICAL BANK & TRUST CO.|Undivided profits. 7,838.860  .7503.280

OF NEW YORK P AR 1 : he First B C 3
. Dec.31,°47  Sept.30,'47 | MARINE MIDLAND TRUST CO. OF | § The First Boston Corporation
“Tot. resources.$1,413,980,108 $},321,802,300 NEW YORK 5 &C
Deposits 1,284,087,036 1,195,134,163 Dec.’31,'47  Oct. 6, '47 G ld S h & c ] H “
i 2] . olaman, dachns 0. allgarten 0
Cash and due Total resources.. $342,231,569 $305,620,900 Glore, Forga_n & Co ! § »

- from banks. 394,152,052 - 310,334,308
U. 8. Govt. se- Deposits 317,852,064 267,520,300

curity hidgs. 420,748,658 463,008,401 | C35h and due from 4] Horblower & Weeks ~ ~ E. H. Rollins & Sons White, Weld & Co.  Blair & Co., Inc.

Loans and’ bills £ bgnkﬁsovt e 114,029,628 * 71,850,900 Incorporated
discounted .. 449,400,552 398,194,912 Tt o o ~ . : . o
Undiv. profits. - 8.149,917 7,811,083 |\, ROIinGS..... 84,712,200 84,712,000 | § Hemphiil, Noyes & Co. A.-M. Kidder & Co. Dean Witter & Co.
‘ ® & E3 X

Loans & bills dis- ; v
; counted 127,246,789 140,081,100 .
Manufapturers Trust Co, of New |Surblis & undiv. " ' =% A, C. Allyn and Company Central Fepubkc Company Drexel & Co.
York on Jan., 5 opened a new| P il K Incorporated (Tscororates) '
branch office at 322 Eighth Ave- |, . RO Atanias et Scheellkopf, Hutton & Pomeroy, Inc. Tucker, Anthony- & Co.
nue, corner of 26th Street, New ! : ’
H . % Dec. 31, '47 . Sept. 30, ’47

-York, the premises formerly oc-|rotal resources.. 3269601998 $262,480,901 - Dick & Merle-Smith ° - Equitable Securities Corporation The Milwaukee Company
cupied by the Pennsylvania Ex- gepgsusd g s 222,668,177 231,602,633 ! NEC
change Bank. With the addition |Cash and due from irst | ration ranbery, Marache & Lord Maynard H. Murch & Co,
. of this new office, Manufacturers U,bgfﬂgo;{j‘s + 59,643,258...",53,613,485 The First Cleveland Corporat G .y’ s y

Trust Co. has 76 complete banking | ity holdings. ... 66,417,238 72,200,107 . . . . . Whi

offices throughout Greater New |Loans & bills dis- Pacific Company of California Stifel, Nicolaus & Company Bacon, Whipple & Co.

s counted 58,423,412 61,404,302 Incorporated
York, 'In charge of this new,of- | capital & surpius. 13050 30 13,825,284

fice is Edward J. Colbert with R Julien Collins & Company' Fahey, Clark & Co. - Farwell, Chapman & Co. : Hirsch & Co.
William J. Cubberly as his assist-

ant, AT JRUST COMPANY Johnston, Lemon & Co. Kebbon, McCormick & Co. McDonald & Company

AR Dec. 31,747  Sept. 30, *47

MANUFACTURERS TRUST CO. OF ' |Total resources...$157,809,988 $152.902 599 Reynolds & Co. Sills, Minton & Company = Stern Brothers & Co.  Stroud & Company
NEW YORK - Deposits 126,635,618 120,030,271 ‘ . Incorporated . Incorporated
ec. 31,47 Sept. 30, '47 Cash and due from

Tot, resources.$2,468,436,363 $2.999,713,391 | . banks ____ 29,645,812 . 36,650,650 Dittmar & Company  Glover & MacGregor, Inc.  Newhard, Cook & Co.  Bioren & Co.
Deposits 2,320,056,667 2,153,427,086 U'ns' Govt. r ‘
Cash and due y holdings..__ 177,146,629 .= 62,199,987

from  banks. 716,527,698 = 582126444 |L0ans & bills dis- - Cooley & Company  J. M. Dain & Company = Francis I. duPont & Co. Merrill, Turben & Co.
U. 8. Govt. se- et el counted 32,143,694 34,441,370 y

Undivided  profits_ 1,272,879 2,817,802 1 1
Line and i TP LIS s " | f]. Newburger & Company = ‘F. S. Smithers & Co, Wheelock & Cummins, Inc.
discounted __ 484,035,604 .. 478,137,330 ; :

Undly. profite..... 22,565,101 " 21,075,453 " The Title Guarantee and Trust - Harold E."Wood & Company " “ Yarnall & Co. * Clement A. Evans & Company
% e e Co. of New York has revised its : : : Incorporated :
CENTRAL HANOVER BANK AND TRUST

COMPANY OF NEW. YORK. regular checking account charges Green, Ellis & Anderson Hallowell, Sulzberger & Co. Townsend, Dabney and Tyson

o : Dec. 31, '47  Sept. 30, '47 | and put in operation a new sched-

Tot. ces_$1,630,727,884 1,560,143,422 i Ny E
_ Dgposfﬁ?“f? 1452359003 "1asysrece |ule effective Jan..2,  The. bank's C. S. Ashmun Company H. F. Boynton & Co., Inc. Brush, Slocumb & Co
¢ Cash and due

new rates are ba i SCBLIGE F K ) ; s
from banks.. 407,107,962 - 393,202,598 | g sed on actual unit Chace, Whiteside, Warren & Sears Hannaford & Talbot Jenks, Kirkland & Co.
U. 8. Govt, se- costs and the earnings of accounts, . Incorporated

curity hidgs. 718,666,657 653,113,546 -

: patterned ‘after' the :modern “Ki ick-Petti : i
Loans and bills A it John_ston, Lane, Space and Co., Inc; Klrkpatrlck Pettis Company - Miller, Kenower & Company

Wndiv Brotites. - 36,35 208 24.681079 service charge policies outlined by
& * &

B the New York State Bankers As- - Peters, Writer & Chtisiensen, Inc. - Stix & Co. Sutro & Co, Walter & Company
. BANK ' OF | THE. MANHATTAN COMPANY [ sociation. In an announcement to ’ : i Y :
At 'QFD":?LYgK sept. 30,47 | CUstomers, Title Guarantee point- Amott, Baker & Co. C. C. Collings and Company, Inc. S. K. Cunningham & Co., Inc.

i s g Incorporated P 3 ‘ ;
Tot. resources_$1,216,579,777 $1,142,110,049 | €d -out that it had not adjusted . > . :
Deposits. .. 1,140,003,114 '1,068,100,769 | checking account charges : since | [ W. L. Lyons & Co. Perrin, West & Winslow, Inc. The Robinson-Humphrey Company
ash, - and . due <

g ey J0B643523 281258833 | 1943, “Current greatly increased, Edward Lowber Stokes & Co. Walter Stokes & Company Webster & Gibson ¢

U. 8. Govt., se- . g o
curlty hides. 360915918 371,785,555 | OPerating and servicing costs’can
Loans and bills -

+ “discounted -~ 426,782,104 429,810,380 | 10 longer be absorbed by the

Undiv. profits. 14,487,235 = 14,123,202 bank,” the statement said. The '

p://fraser.stlouisfed.org/
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Busmess
Man g
Bookshelf

. High' Prices—F. A, Harper‘—
Study of the causes of inflation—
Foundation for. Economic Educa-
tion, Inc, Irvington-on-Hudson,
N. Y.—Paper—50c, (reduced rates
for quantlty orders). . .

Scottsburg Development |

(Special to THE FINANCIAL CHRONICLE)

SCOTTSBURG, IND—The|.

Sqottsburg Development Corp, is
engaging in a securities business
from officés at Wardell '&"“Main
Street.

1 Prospectus~ upon request from
your investment dealer, or from
NATIONAL SECURITIES &
RESEARCH CORPORATION
‘:” BROADWAY, NEW YORK 5, N. Y.

Manhattan
Bond Puml

NALL STREET NEW YORK 5. N Y

NGHit CHICAGD

' Keystone
Custocllan
Fun«ls

Ccnlﬁcates of Parhcxpat{on xn
' INVESTMENT FUNDS .

investing their caPital

N
.BONDS
(Series B1-B2- -B3-B4)

i’REFERRED STOCKS ;
(SQneA K.].-KZ)

.2 COMMON STOCKS
© ' (Series 81-82-83-84)

Prospectus from
gyour local investment dealer ar

i

' The Keystone Company

Of : OStOl_l
’ 50 Congress Street -
Boston 9 > Massac}msetts

igitized for FRASER
tp://fraser.stlouisfed:.org/

——

- By HENRY HUNT

! “They Cover the Waterfront”

i With the exceptwn of government, municipal, and -AAA; bonds;
the mutual fuhd investor: can today obtain.a diversified ‘interest in
virtually .every- other elass of ‘securities through a single investment,
In addition to “balanced,” diversified common “stock and “fully ad-

ministered” funds, the mdustry’““t

waterfront coverage now includes
the following: 22

! "' Bonds
Medlum to High Grade
Medmm to. Low, Grade
Rallroad '

Preferred Stocks :
Medium te Good Grade. . .
Medium to Low-Grade

-.Speculative, -including non-div=
idend payers

i . Common Stocks. .. .
Investment Grade
Medium Grade
Speculative
Low-Priced for Maiket Vel-
ocity«
Industry Groups
+~Agricultural *
Autotnobile’
-~ Aviation - *
Bank Stock
Building . & ‘
Chemical :
Electrical Equlpment
Food Bt
Insurance Stocks
Leverage Investing Cos.
Machinery ~
Metals
Merchandlsing

QOil

Public Utlhty

Railroad

Railroad Equ1pment

Steel :

Tobacco i

As-an added starter, we suggest
the formation of a ‘fund with a
portfolio consisting solely of the
stocks comprising the Dow-Jones
Industrials——with' no. management
fee, of course.

National Securities & Research
Corporation has the most widely
diversified offerings of any spon-
sor, its current list of funds in-
cluding three balanced funds, 10
industry groups, one fully admin-
istered, two bond. funds, one pre=

¥

ferred stock, three common stock

funds designed for ‘ appreciation
opportunities and two for above
average --income. = The. Keystone
Co. of Boston, Distributors Group,

and Hugh W. Long also offer in-
vestors a wide range of chdice;’

Dehmhon of a Happxly Marrxecl
‘, Couple
! A male and female who .after

r Wedlock _have. never ‘struck ‘each |-

other with intent to: kill. .
The above is remlmscent of

.| George Bernard Shaw’s sourid ad- |-

vice, “Never strike a chlld except
in anger.”

A Harvard Professor l"redlcts N
. “These _Things. -Seemed Impor-

) tant " published by Selected Ins’

vestments Company -of Chicago.
quotes Professor- Slichter oi”
Harvard as follows: “The follow+
ing 'seem to me to be the princi+
pal: elements which "will - deter+
mine the course of business during
the first half of 1948: t1) Supplies
of foodstuffs will be scarce—def+
initely scaréer than in. ’47; (2)
Wages will continue:to rise as.the
3rd - round ' of ~wage increases
spreads throughout the economy:
This means that the shortage  of
foodstuffs will be accompanied by
rising .incomes; (3) Corporations
will continue to:disburse a’ larget
proportion of their incomes in .the
form of dividends, thereby reduc-
ing. corporate savings, raising in-

.| dividual ‘incomes- and. adding .to

inflationary pressures; (4)° The
rising prices which will naturally
result from the above conditions

v | will stimulate thel further expan-

sion - of - business” and ~cohsumer
credit which, in turn; will bring
about further price increases; (5)
There is a good prospect that Con-
gress will reduce taxes, increasing
the amount of money available to
buy goods and accentuating. the
rise in prices.” The riSe in prices
will, of course, inerease-the de=

‘mand for a 3rd round of- wage in-

creases. Thus, the more that Con-
gress reduces taxes, the greater
will be’ the ‘demiand " for " wage in-
creases,’”

Ugh!

Once upon a tlme an Amerlcan
Indian ‘met ‘a mermaid, His only
remark was, “How"”

We are,pleased to announce that

ALBDRT R. HUGHEQ fei
formmly Preszdent of A. R HUGHLS&:CO. 5 St

; s ]ommcr our orgamzamon :
as chc‘Prestdem and- Director

-

The busmess heretofore conducted by A R.
* Hughes & Co., 120 South La Salle Sfreet“ :
* Chicago, will . be contmued by us at-that " "
.; address under 'the d;rectnon,of Mr. Hughes. .

\

LORD_ ABBEPI‘ & Co

INCORPORATED =

63 Wall Street New York

CHICAGO

* January 2, 1948

: LOs ANGELES :

“

Forecast for 48

" “National” Securities .& Research
Cm‘pnration has’ published' .a. 16~
page pamphlet called’ “The 71948
‘Forecast;” -

+(1). General econorriic outlook
1(2) Outlook -for rallroad secur-
ities '

copies " of “which: are|
| available: on. request. Prlnted m
g four parts, it discusses:

(3) Outlook for utﬂxty securltles :

Ty Outlook for 1ndustrlal se-' ':ﬂ o

ctmties

In’ addxtiod to disdussmg prob-‘ L

able iearnings  trends among . dif-y

ferent’ industries, the pamphlet es-
; timates__per share * earnings' for~

1947 and. 1948 on’ a ‘lorg -list-of .
leadmg common stocks.,

Sees Vasl Reservolr of Prlvale Inveshnenl
ﬂapllal for European Recovery

“'National Foreign Trade Council holds  investment of ‘American
‘private -funds in capital facilities ‘would furnish .the -energizing

. managerial - and . technical. skills needed by. European countries. = -
' Wants aid program administered by govemment corporation super- - .
, vnsed by government officials, but with parhcnpnhon -of. Amerlcan;
. private funds. . ..

its board of directors, dated Dec; 19, 1947, ‘and"released ‘on-Jan, 2, -
1948, "called "attention to.an ex1st1ng “yast yeservoir’™ of prlvate

: mvestmen‘t capltal “that can. be tapped for mdustrxal development ‘

*The National Foreign Trade Council in. a statement 1ssued by s

and: expansion in’' Eurppean coun-
tries. and -elsewhere: if ' conditions
are created -which will ‘encourage
the investment of such capital.”
In stating ‘its position on the

Council said that with the ‘invest-
ment of American private funds
in: capital facilitieg -in "European
countries “would go thé energiz-
ing ‘managerial ‘and ' technical
skills of which these couatries are
so’ greatly in need if ‘they are to
achieve ' anything like the eco-
nomic progress and high standards
of living which have been attained
in this . country.”

“The Courcil recommended that
administration of the aid program
be- carried on by a Government
corporatien created especially’ for
the purpose, but stated that pol-
icy-forming functions and over-all
direction of the program must be
exercized by Government officials
résponsible for the conduct of our
international - relations, as pre-
scribed 'by the Constitution and
laws of Congress.

“The executive direction of such
a_corporation should be placed ‘in
a Board of Directors, a majority
of whom are selécted with Senate
confirmation from representatives
of American business who possess
the 'éxperience. . judgment, man-
agerial ability and technical know-
how . necessary for aftainment of
the maximum benefits of the for-
eign.aid program. This adminis-
trative " corporation’ should: have
full - representation’
forming procedure and should co-
ordinate, under Presidential di-
rective, the operations of other
Government ‘departments and
‘| agencies specifically related to the
aid: program.” ;

.The: Government, it was sug-
gested, might consider. the provi-

{|'sion of some form of guarantee to
.| American firms taking part in the
i| program, “perhaps on the basis of
.{joint-participation in such guaran-
:| tee,” if this action becomes neces-
:| sary to -secure- the: participation

of..Ameriean iprivate- investment

{1funds. in -the industrial develop-.
i| ment or rehabilitation of nations
:| under the aid program. -

Long-range ‘capital equipment,

raw-materials including fibers and |-
mineral produets, and special types
i| of .equipment, such as ‘mining and

’ RUSSELL BERG FUND

INC,
Capltal Stock

" Prospéctus on Request
mvas'riaskr MkNA‘GER AND UNDERWRITER

Ru;sell Berg & Company

Tiwestment Counsel

75 Federal Street, Boston

. TELEPHONE LIBERTY 9550 ,

-European :Recovery *Program, the |

in policy~

1to" the . trade,

gricultural’ machmery the Coun-t ;
zil ‘recommended; should be fi-

‘| nanced ‘ mainly through prwate w2k

¢hannels. - ;
“Where conditions are’ ‘stich that

inatieing " of - purchases of . ‘such  :

produets - cannot be . obtained
througa private, channels, the Ex- .-
port-Import Bank should partici-
paté-jointly wita private capital.
In cases where financing of such. -
purchases is desirable but cannot
be provided eiiher through pri-
vate channels or jointly by private -
capital ‘and. the  Export-Import
Bank, the Bank should furnish the
necessary funds.” ¢
Foodstuffs, fuels. fertilizers and.
other products necessary to.sus-

tain life'and ‘improve productive !

efficlency of the people of aid-
receiving countries,
noted, ‘will” have to be provided
by governmental funds, -

“However, .the :Government
should, if at all possible,' eadeavor
to: obtain :compensation. in 'some
form--for-all 'such products sup-
plied by this country.

“If necessary-to do so, the United
States-should accept. the curren-
cies of aid-receiving ' ‘countries.
Such currency should, under: con-
ditions. approved by the country
whose currency is. involved, be:
invested or otherwise utilized' for
the production in the territory of
such country‘of products needed
by. such countty orf: which it can
use in exchange for needed prod-
ucts of other countrieg or for bal-":
ancing its intérnational accounts.

“In so far as possible, currencies
50 held by ‘the United States
should be utilized for the creation
or expansion of ‘facilities for the

production of strategic or critical

materials needed by this country.

Many of the products acquired in

this “way . by ‘the United ~States
should be- stockpiled in'this coun- -
try under ‘conditions ‘which - will
prevent disruption .of ‘domestic
marketing: channels or prices.”

Bruns, Nordeman Go.:

{Adds Three to Staff

Bruns,  Nordeman - & - Co., - 60
Beaver Street, New York "City,
stock, ' commodity
brokerage firm- which  recently
marked its 25th year of service:
announces that
.|| Dominick Catacchio and Morton

‘Globus’ have : become  associated -

with ‘the -company as registered::

representatives in its Worth Street: i’
office and Frank B. A’Hearnias :

registered - representative.  in  its::
Beaver Street office.- Serving-the:
textile 'business since 1923, ‘the
firm offers executives in that field .
the facilities of ‘a .complete secu-~
rities department as well as cloth,
yarn-and raw - cotton ‘divisions.

Bruns, -Nordeman. -has" issued
from -time to time charts on tex- °
tile prices which have been wide- -
lytused. Marking the firm’s 25th -
birthday, a chart of “100 Years of .
Cotton Prices” is being distributed
to the trade and public.

the Couneil’

and: ‘textile -
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7 " ABA Announces Anti-Inflalion Program = | % g et
Its President, Juseph M. Dodge; releases outlite of progeani to earb - | beon.  calling Jggisgggnggnwg
: .. loans for spetuldtion in tdiﬂmoaﬂi’esjanﬂ‘Q;iénﬁal»=tqo§lﬁ;“h POSt: . fciedit policies in the “iibail real
‘poilé mditgage loans for noii-essential building; ‘and fo_intensify.. | estate field.- W ik
drive to sell Treastity Savitigs bonds. Denies ban credit is daus; ot L“Fi{vet-mortfths- ggt:f,‘ittﬁhrged all
Gf pigsiop domiri VB g R es. “Truman and | banks to get rea y for the expira
‘of présg s m'ﬂahon. P;ogram ;hd:;rsgd by Pres ‘.Tk“wa_,n ?'! * [ tion.'of Regulation W control 0v‘e§
o A ec.y.' nyaer. o ; .. .v| consumer credit, on Nov., 1, ‘an
ﬂ,’éntidnflation_,p’_ogram ‘of their ‘owrnl sent.to: them a’schedule of sug+
effect, it' was announced on-Jan,'5 by
< Joseph-M: Dodge,. President of the American BanKkers :Associations
It is a plan for volurntary action.on the part of thée 15,000 banks to
N e <o avoid - excess * : N N
" siveror infla<
. tionary in-
. creases in thé
use' ‘of bank
‘credit,. Thé
program;j
which’ will bé
carried - ..ou
through a"na+
tionwide cam:
paign, < wil
. stress the im:.
portance: of
- 'the .wisé use
of credit in
times like

these.
Under ‘thé
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Leffqrts to stimulate s
recent yéars, I ufge theérm to con-,
tihtié and expand this effort, These
brograms have assisted in givihg
our, peoplé substantial ressurces
which will be helpful to them in
the years ahead. : : 0}

“I' wish you aid your fellow -
members every success. in this
present undertaking. It is vitally
important to the country.”

John W. Snydeér, Secrétary of.
the Treasury, on Jan. 5 also issued
d stateément in which he described
the program “as an aggressive
voluntary step in the direction of
controlling inflationary and spe-
culative loans” and asserted “that
with the cooperation of the bank-
ers of the country, the program
will succeed in obtaining positive
beneficial resultg.”

World Bank Sends Survey Mission to Philippines
Institution sends staff members to study ‘economic and financial
i conditions, :
At the invitation of the ' Phili
tional Bank for Reconstruction an

fact-finding mission to -study eco
the’ Republic. of the Philippines.

to use bank credit unwisely, unde-
presefit -conditions; .

. “Thé propér tise of bank credit
| is an important factor in restrain-
ing inflation and also 413 thaititain=
ing our present high volume of
production, Bank' crédit must be
available for  sound productive
purposes. But bankers and bor-
rowers. alike' must ‘be kept aware
of the dangers arising from bank
credit which is used merely to in-
crease-the demand for goods and
not the supply, or for any form of
speculation in new materials; in
goods, in food or in properties.
The effect of this can easily be-
come disastrous. :

“I appreeiate the cooperation
which the bankeérs have given the
Treasury in pushing the sale of
savings bonds and in their other

avings during'

-~ The' nation’s: banks' have a g
* which 'is ‘abbiit to. be.piit into gested .terms of down-payments
} and:maturities which wotild keeg
thisitype of credit on a sound
basis.’ Since Nov. 1, the banks, 4l
'mast:without exception, have beeri
following these or similar terms. '
At its. convention in - Atlanti¢
City oh Oct. 1, 1947, the ABA
adopted a. resolution . on bank
lending ‘policies which - said in
‘part:
‘~There is need for caution re
garding: loansg that might be used
for.excessive ‘and .speculative’in-
-ventory accumulation, for over-
spending . by individuals, or for
overexpansion of business. . Such
lodns' stimulate inflation. and in-
volve  abnormal 'risks for ' boti
banks:and borrowers,

The - anti-inflationary program

United States and’ with an:econ=
omy as -diversified - as ours, i

would hot be practical to attempt
to lay down- a single principle, for
credit extension- which would bé
a useful yardstick . for détermin-
ing whether a certain type of loaii
made in a-given section . of :thé
tountry- “is ' inflationary,” ', Mr/
-Dodge explained. “For that rea:
son,” he said, “the Association ‘will]
carry 'it§ program' of information
toits 15,000 member institutions
and their comrfiunities. not only
through printed material but also
through meetings for the discus=
sion of economic: conditions’ both
national "and local, and of the

ppine” Government; the' Inteina-
d Development is sending a small
nomic and financial conditions in
- The mission consists'of Eric A,

Joseph M. Dodge

program, the banks will assume
the leadership in their communi-
ties in arousing a conscioushess of
the growing inflation problem and
a realization on the part of lend-
ers of credit and the users of
credit that loans should be sought
and made only for the production
and acquisition of food and such
goods and services as will add to
the supply side of the supply and
demand equation,

. In ‘making the annouricement,
Mr. Dodge, who is President of
the Detroit, Bank, Detroit, Mich.,
pointed out that bank credit has
not béen the cause of the present
inflation.  “While the amount of
bank' ¢redit outstanding - has in-
creased steadily in the recent
months, it is not out of line with
the' deposit and capital structure
of the banking system, nor is it
out of line with the increase in
the ‘volumeé-of production or the
high levels of wages, prices and
costs niow preévailing,” he said.

| “Nevertheless, we have an im-
“portant and fundamental obliga-
tion to see that it does not get out
of line,” Mr. Dodge declared. “In
Tecognition of that obligation, the
American - Bankers - Association
and its menibers will engage in
a nationwide program this winter
to impress upon bankers, business
people, and others the importance
of the wise and proper use of
credit under the inflationary con-

ditions that now exist.”

Oiitline of Pfogram
. The program announced by Mr.
Dodge will eniphasize generally:
" _That in the months immediately
ahead, commodity and inventory
loans which are desigred to with-
hold éssential goods from the

normal market channels ih antici-|p

Dation of price rises should not
be made. g :
That mortgage loans for. noh-es-
Sential building or for constfuc-
ton which can be postponed yitil
uilding supplies and labor are 'in
&reater abundance should be dis
couraged, ! X
That banks shotild give priofity
to loans to those borrowers vwho
‘tan turh out the supplies and
Betvices - heeded ‘at home - and
abroad now; in order that the ima-
‘chitiery for the produétion of es-
séntial goods may be kept funé-
ioning at maximum levels,
| ‘That there should beé a greatly
intensified drive to sell Treasury
Savings Bonds to the public and
16 promote other forms of savings,
Suth as savings accounts in banks.
as a means of absorbing some of
the surplus money in the spending
Stream” which would ' otherwise
continue to compete for the goods
and services in short supply.
", The program will be carried out
through printed educational mate-
rial, and activated through meet-
ings of bankers and business men

throughout the courtry, _
“In"a nation as large as the

formed . about: the trend,in-farm

kinds of restraints on the use of
bank credit that present-day con-
ditions require. “ e

“The banks will be depended
upon to formulats their lending
policies in the light of these pres-
ent-day conditions and to spread
the gospel of the sound and re-
stricted use of credit to -the mer-
chants, manufacturers, and thé
public generally in their com<=
munities, all  of .whom have 4
common stake in the fight against
intlation,” 7

Mobiliziig to Put Plan Info Effect

Organized banking, = consisting
of the state, county and other lo-
cal 'bankers  associations; will be
mobilized to put the program into
effect. Beginning on Jan. 23, there
will be a' cross-country -tour of
ABA officials to the principal
centers of the nation for the pur-
pose of presenting the program to
officers of the state bankers asso-
ciations. and other representative
banking leaders;: also -the bank
supervisory authorities. These will
be all-day conferences ‘designed
to thoroughly familiarize those in
attendance with the program and
its application. These leaders-will
then organize similar meetings in
their own states. Not only will
meetings be held at the'state level,
but also at the local levels through
the - county. bankeis associations
and other local grotips, in order to
reach all the banks, including
those in the rural areas.

The first of the cross-country
sectional conferences will be -in
Columbus, Ohio, on Jan. 23, and
the last in New York on Feb. 20.
Other cities on the itinerary in-
clude: Chicago; Kansas City; Den-
ver; San Francisco; Los Angeles; |-
Jallas; New - Orleans; Atlanta;
Washington, D. C., and Boston in
the order named.,

To implement the program, the
ABA will  arrange = for speakers
and will supply to banks advertis-
ing and other information which|"

they may use to impress upon the |- -

business men and other people in
their communities the idea  that
credit should be used right now
only for such purposes as-wiil aid
the production of essential goods
and not for purposes which will
contribute to inflation. :
The "program is in line with
other anti-inflation programs
which thé American Bankers As-
sociation has been conducting in
special fields ‘of credit for some
time. It has been a leader in the
movement to protect the country
from the dangers of a farm land
price inflation  such ag followed
World War I. For several years,
it has been issuing regular bulle-
tins to banks to keep them in-

land prices and as a means of
urging them to discourage farm-
ers from borrowing excessively
and from mortgaging presently
owned farms in order to buy ad-

now being initiated is another step
in the anti-inflationary activities
of the ‘Association.
nique, it will follow methods used
successfully in. programs during
and after the war to help the
banks to act as a system in meet-
ing national needs. Early in the
war, it carried out a similar na-
tionwide program to help banks
meet the problems  involved in
making loans for the raising ‘ of
food and for war goods produc-
tion. - Likewise, it set up a na-
tionwide * machinery among the
banks to proniote the sale of War
Bonds.
the end, it carried out a similar
program to stimulate the interest
of banks in making loans for re-
conversjon. ‘ The experience thus
gairied in the war is' now being
turned to serve another national
need by preventing, through: vol-
untary
creases in bank credit.

In its tech-

As the war ‘approached

action, inflationary -in-

Endorsed by Truman and Snyder

Following the announcement of

the ABA. anti‘inflationary pro-
gram, and a visit of ABA Presi-
dent, Joseph M.  Dodge to the
White - House, President Truman
released “a letter ‘writtén to Mr.
Dodge in which he endorsed the
plan in the following language:

“I am glad to know of the pro-

‘gram which you have undertaken
in the American Bankers’ Associa-
tion to combat any tendency on
the part of bankers or borrowers

Beecrott, of the Bank’s Loan De-

[

partment and J. Thomsen Lund of
its Research Deépartment, It left
Washington Jan; 1, 1948, and will
arrive in thé Philippines approxi-
mately Jan, 9, for a general sur-
vey of Philippine agriculture, in-
dustry, transport facilities, - and
financial structure. ’

The Philippine Government has
not applied to the International
Bank for a loan,-The sending of
a fact-finding missiofi is in accord
with the Bank’s policy of Kéeping
itself informed at first haind of
economic and financial déevelop-
ments in niember  countries and
of éstablishing close contaet with
officials of member countries con~
cerned with economic: and finan-
cial affairs,

Mr.  Beecroft, " a naturilized
American citizen born in Toronto,
Canada, was fotmerly ‘a Spécial
Assistant  to - the - United  States

Secretary of the Interior. During | §
the war he was a special repre-

sentative in India of the United
States Foreign Economic: Admin-
istration. ' Mr. Lund,  zuthor of
several books on agricultural eco-
nomics, came to the International

Bank from the United States De-
partment of Agriculture wheré hé
was. a Marketing Specialist, - He
spent several years in the Far
East, and during " the war he
served as a commodity expert for

'both - the Foreign Economic Ad-

ministration and the Board of
Economic Warfare;

Arthur Sacco V.-P. of
5 - J . .

Detmer & Co., Chicago
CHICAGO, ILL.—Detmer & Co.,. -
members Chicago Stock Ex-
. change; an-
nounce . the
elecétion “as
vice-president
of “Arthur C.
Sacco; ‘in
charge of their-
new. unlisted’
trading de-
partment, Mr:
Sacco has’
been identi=
fied with
trading activ-
ity on La Salle:
Street for:
many . years,
He was for-
-merly - con=
nected with First Securities Com-
pany of Chicago as a membet of
the .board of directors. : :
. It'is also announced  that John
P. Noonan has joinied Saéco iri the
operation of the new department.
In addition, Lee Miller Jones'
and William A, Simmons, Jf. are.
now included in Detmer & Co.’s

Arthur C. Sacco

sales’ personnel.
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CENTRAL
N V(INCORPORATED) .
OTIS & CO.

(lNcanonA_TED)
GREGORY & SON

INCORPORATED

* <
January 8, 1948

This announceient is not an offer to sell or a solicitation of

The Prospectus may be obtained in any State in which this announcem
of the undersigned and other dealers as may lawfully c‘)_fer these

REPUBLIC COMPANY

an afef‘
This offering is made only by the Prospectus,

$10,000,00Q

‘ Central Illinois Public Service Company

First Mortgage Bonds, Series B, 3%%
Dated September 1, 1947

Price 102.365% and accrued interest

ent

HALSEY, STUART & CO. INc:
HALLGARTEN & CO.

R. W. PRESSPRICH & CO.
THE ILLINOIS COMPANY

WM.

securities in such State,

L. F. ROTHSCHILD & CO,

to buy these securities,

Due September 1, 1977

is circulated from only such

HORNBLOWER & WEEKS
o

E. POLLOCK & CO., INC
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[Bank and Insurance Stocks
g° By E. A. VAN DEUSEN ' -
4 % This Week—Bank Stocks

1 3
't A moderate year-end rally of bank stocks moved the daily inde;
.. of the American Banker from 36.4 on Dec. 26 to 37.9 on Dec: 31. This
year-end. close compares with 44.3 on Dec, 31, 1946; thus, over the
year, bank stocks.declined 14.4%. Industrial stocks, on.the othei
hand, as measured by the Dow Jones Averages, moved from 177.2(
to 181.16, a gain of 2.2%. ) ;
~  Individually, there was wide variation among the bank stocks,
Corn Exchange decl:ning only 2.6% while Guaranty Trust declined
23.0%.and First Nat.onal, 22.7%. The movements of 17 leading New
York City stocks, from Dec. 31,.1946 to Dec. 31, 1947, are shown ir
the accompanying table, ' .
: o

Change
—14.2%
— 6.6
—13.8 .
—13.8
-—10.5
—116 '
—10.4
—19.9
— 2.6
=227
—23.0
--15.7
=17.7
=12.1
—140
=126

‘.—-Asked Prices-—
12-31-47
2534
355
39
9134
36Y4
4134
41
16%s
55%,
1,295
264
16%
49%
41
8744
1393

.Bank of Manhattan
Bank ¢f New York
Bankers -Trust

Central Harover

Chase National
Chemical Bank: & Trust
Commercial

Continental

Corn Exchange

.First Nat.onal
‘Guaranty Trust ---
Irving Trust
‘Manufacturers Trust
National C:ty

. New York Trust

. Public National ---

U, S. Trust —16.4

AVERAGE OF 17 —14.0%

Earning assets of New York City banks ‘underwent considerable
.change during the year, as-the following reported figures -for Fed-
eral Reserve Member banks indicate: :

U. S..GOVERNMENTS

: ($000,000)
Date— Bills, Ctfs. & Notes
-Dee, 31, 1947, iz 3,021
-Dec, 31, 1946 : 2,128
3 LOANS ($000,000) :

Commercial Total Loans &
& Agric, Total Investments
12-31-47_.. 1,096 388 753 4,043 . *6,280 20,440
12-31-46_._. . 544 262 934 5,336 7,076 20,002
. 1t will be observed that although total holdings of government
obligations are 10% lower than'a year ago, the major decline has
been in the-short term, low ‘interest categories, which are down
29.6%, while holdings of bonds are down only 4.2%.

Total loans are up substantially from a year ago, but the gain
has been principally in commercial borrowings which have increased
32%, while loans to brokers and dealers, and.for the purchase or
carrying of securit.es are lower..

With . the - general  firming of interest rates that developed
throughout 1947, government bonds and other bonds concurrently
went off. The Dow Jones bond indices over the 12-month ‘period
show the following changes:

High' +2nd
‘Grade = Grade
‘Rails Rails
12-31-46__ 110.78 92.47 107.73 104.04 103.76 107.32
12-31-47._ 100.61 85.62 101.06 99.67 96.74 103.71

Governments, as measured by the Dow:Jones Index, reached
their extreme high on Jan. 26, 1946 at 110.22, thereafter they slowly

Total'
13.014
11,702

Bonds
9,993
9,574

Brokers

‘Date— & Dealers Securities Misc,

Brsthasgy

40
Bonds

R T s
U.S.
Govts.

Indus-
trials

Public

Date— Utilities

‘Preliminary Comparison of

1947
~ New York City Bank
Stocks Earnings'

Circular on Request

Laird, Bissell & Meeds

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

NEW JERSEY
SECURITIES -

J. S. Rippel & Co.
- Eutablished 1891
18 Clinton St., Newark 2, N. J.
MArket 3-3430
N. Y, Phune—REctor 2-4383

WHOLESALE MARKETS IN
BANK and INSURANCE- STOCKS

 GRER & 00,

INCORPORATED

NEW YORK 5: 67 Wall Street
WHITEHALL 3-0782. NY 1-2875

BOSTON 9 CHICAGO 4 LOS ANGELES 14
10Post Office Square 231 S. LaSalle Street . 210 West Seventh Street
HuUbbard 2-0650 FRAnklin 7535 Michigan 2837 YUkon 6-2332
BS-297 CG-105 LA-1086 SF-573
PRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO,
CLEVELAND, PHILADELPHIA, ST. LOUIS, LOS ANGELES, SAN FRANCISCO
© TELEPHONES TO: Hariford, Enterprise 6011 Portland, Enterprise 7008
Providence, Enterprise 7008 Detroit, Enterprise 6066

SAN FRANCISCO 4
Russ Building

| sagged, with én.qccasiohal rally;
| to 107.35. in early. April; 1947; this
was followed by a relatively rapid|:

drop to.106.55 by the end of June,
just. prior to the Treasury’s.‘“un-
freezing”, of _its: 386 %: rate. on 90~

.| day bills. ‘Since then their course

has been as follows; 1 P

947—
Tuly
Aug.
sept.
Jct,
Nov,
Dec.
Dec.
Dec, .
Dec,
Jec.
Dec.

The sharp break from Iec. 2°
‘o' Dec, 24 marks the decision of
:he Federal Reserve & -Treasur)
uthorities to lower the level-a
which governments will be sup-
yorted. | However, it is understoo
hat the money authorities. wil’
10t permit “in the near or: fore-
seeable future” government bond:
o drop further in view of their
ntention to maintain a 2% % in-

.| terest rate on.long-term govern

ment securities.  In’ other words
the Government presumably wil:
not permit :ts bonds to cron be

|'low par. . This is_of importance. to

New York City ‘and:other .banks
which are large holders, for the:
are . thereby protected. It is un-
derstood that these banks, in gen-
eral, carry their governments at
par and, in.many cases, have ad-
ditional reserves set up agains,
them. )

Yields on Treasury -bills, since
the unpegging of the fixed %%
rate have moved rapidly upwards;

1947, on'Dec. 26, averaged 0.951%:
In chronological order, some
of the more important interest
changes announced by the banks
last year; were as follows: vt
Aug. 7—National City Bank: in-
creased rate on brokers’ and ceal-
ers” loans between %% and Y%
Aug. 8—Bankers Trust Co. and
Chemical Bank & Trust: increased
dealers’ loans secured by short-
'ies;m governments from %% to

0.

Aug. 26—Chase National, Manu-
facturers Trust, and National City:
increased rates. on bankers’ ac-
ceptances by %% and Y1%.

Oct. 9—Chase National: loans to

/| brokers. and dealers aga.nst se-

curities other than government .3-
sues- raised from % to 1% %: '
Nov. 26—Guaranty Trust: loans
to brokers and dealers secured
by government bonds. increased
from 1% to 1% %. ‘
Nov. 27—Bankers Trust: loans
‘to brokers and dealers secured by
government bonds increased from
1% to 1%%. i
Dec, 3—Bankers Trust: prim

commercial rate increased from

1% % to1%%. *
This .list is by: no means com-
i plete, .and merely represents ‘a

. scattering of items that have been
press.:

publicized in ' the . daily
However, the trend .is clear.. Of

it is believed by some that this

Royal Bank of Scotland
Incorporated by Royal Charter 1727 .

HEAD OFFICE—Edinburgh
Branches throughout Scotland,

LONDON OFFICES:
3 Bishopsgate, E. C. 2
8 West Smithfield, E. C. 1
49 Charing Cross, S. W. 1
Burlington Gardens, W. 1
64 New Bond Street, W. 1

.TOTAL ASSETS
£141,823,667

Associated Banks: -

Glyn Mills & Co, i
Williams Deacon’s Bank, Ltd. !

‘Sec. 31, 1947 .

and at the last reported sale in’

particular significance is the last
item referring to prime’ risks, for,

<ate-may be ag high 2s..2% by
‘pid-summer.. e L 3

The - down-trend in 'deposits,
Wwhich started . about ‘two ' years
ago, appears ‘to be reversing as
indicated by 1947 year-end -con-
dition statements now - being ‘re-
eased, as well as by the weekly
figures reported by the New York

' | Clearing House, as follows: -

.. Total
4 Demand Depos:ts
Date— ; ($000)
dec, 13, 1945 __._. *27,408,862
Yec. 27, 1945 ____  26.843,190.
‘ec, 26, 1946 ____ 21,923.639.
‘une 12, 1947 ____ 120,934 5¢0
21,818,593
“Peak. tLow. :

Thus the year 1947 ended witl
e price of bank stocks lower
hough rallying in the last few
lays; operating earnings moder-
itely below those of 1943, mainl
due to higher operating costs; de
uS ts expandi.g from: the loy
oint- of mid-year; holdngs ‘of
~+31" government securities 10%
Jower; loans to business substan-
auly larger; total loans and in-
-estmen*s 2.2% lower; and ‘in‘er-
ast. rates moving up on'a broac
‘ront. £

Gommerce Department
w ! ] & o 5K =2
Reorganization .- -
WASHINGTON—In  ¢onnection
with the Commerce Department’s
extended and .amended export-
control powers, a reorganization: -
of ‘the Department is under way,
Applications for export licenses
will be handled in the Depart-
ment’s commodity divisions, which
for this purpose will be expanded

| by the transfer of personnel from

the Office of International Trade..
The OIT, will put the final stamp
of approval on licenses processed
3y the commodity divisions, but
will no longer do the actual proc-,
assing, once the reorganization. is,
completed and announced. &

- With Merrill Lynch Co.
DETROIT, MICH.—Paul . Rich-

'mond and, Edward C. Roney, Jr.

have become associated with Mer-
rill- Lynch,. Pierce, Fenner &
Beane, Buhl Building, following ®
graduation from the firm’s invest-
ment training school, according to
announcement by Cyrus-H. King,

resident partner.

L

. Galls General Tax Reducticn Inflationary

The recent issue of the monthly publication of the First National
Bank of Boston, “New England Letter,” in a discussion on the curbs
on inflation, takes a stand against general tax reduction at this time

as enhancing inflationary  trends.

According ‘to the “New  Eng-

:and Letter”: ; :
“Tax . relief ~would  no. doubt
meet with popular -favor, and
ander: most conditions ‘would be
highly “desirable.- But a general
tax reduction during a rampant
inflationary period would be most
untimely as it ‘would not only
curtail or: prevent Federal .debt
retirement but also would release
funds that would be. used to bid
up prices of goods in insufficient
supply, with the resultant accel-
eration of inflationary forces. In-
stead ‘of cutting taxes: now, im-
mediate preparations should be
made for the overhauling of the
antire tax structure by placing it
on a more equitable basis and
oroviding real incentives for work
and for risk taking. A new tax
measure should be in readiness to
be put into operation in the event
of a business let-down, at which
time a-tax reduction.would be a
stimulating::and. constructive! in-
fluence, -3 L e i ds e Y
“In“conjunction with the post-
ponement of a tax reduction, the
Government should be called up-
on to curtail sharply Federal ex-
penditures - which are running
nearly. five times' the rate of the
prewar ‘ period. ' Any economies
effected in this connection ‘should
be used for debt retirement. The
reduction in Federal expenditures

would also lessen the pressure-in.
|| the’ market place where the Gov-

ernment competes- with- private
enterprise for materials and labor.

The Administration should cham-.
pion the. cause -of Governmental.

economy and thus stand ready to
match - the sacrificés it ‘asks. the
people to make.in: foregoing.tax
relief at this time.” = ¥
7 Comimenting on the expansion
of bank loans as an’inflationary
factor, the “New' England Letter”
states: - i

- “During this year, according to
estimates made by the Industrial
Securities Committee’ of ' the In-
vestment Bankers Association, the
banks will have provided to busi-
ness enterprise around $3.4. billion
of funds for capital requirements,
or about the same ‘amount’as was
obtained for this purpose from'the
capital markets. - While' some of
these loans were made on a term
basis, many were of a temporary
nature in anticipation of - future
profits or pending more favorable
developments for the flotation of
new securities.

“There is a growing'scarcity of
capital funds to meet the heavy
neeas of business enterprise xor
replacement and expansion. These
funds for the most part should

not be furnished by the .banks
whose primary function is to pra-
.vide short-term credit to business,
but should come from the estab-
lished sources. for this purpose-—
from company earnings and from
savings of individuals. Toward
this end, Section 102 of the Inter-
nal Revenue Code should be re-
pealed. The substance of . this

section is that a corporation is

subject to a penalty tax if it re-
tains an ‘unreasonable’ accumula-
tion of earnings in the business.
The burden of proof is on the
corporation and any distribution
of dividends aggregating less than
70% of net earnings is. viewed
with suspicion by the Treasury.
This provision was adopted dur-
ing the 1930’s under the theory
that increased spending by con-
sumers would help bring about a
revival in business. Whatever may
have, been the  benefits .of this
measure in a.period  of - depres-
sion, they certainly: do not apply
in a period of inflation. ;
©“Furthermore, the Treasury’s
allowance for depreciation should
be substantially liberalized. ‘At
present, - these allowances -are
based upon original costs. which
in most instances are only about
one half as much as current re-
placement costs. In consequence,
many corporations today ~are in
reality ‘paying a portion of their
wages, taxes, and dividends out of
‘capital ‘instead of out of earnings.
The tax should be revised in
keeping with the times, and pro-
visions should be made for indus-
tryiito plough back into business
miore of its earnings which in the
past -have ' constituted - what:. is
known as the ‘seed money.” ii;. .t
“Another important source ‘of
capital funds in the past 'was’the
savings of those in - the higher
income groups. This source has
largely dried up because of virtu-
ally ' confiscatory taxation, ¥Yun-
ning ‘as high as 90% of net in-
come. Tax laws should be revised
to provide for a maximum tax‘on
individual. income of not more
than 50%. The double tax on
dividends should be repealed in
order to provide more incentives
for risk-taking. In other words,
steps should be immediately
taken to make possible the build-
ing up of a reservoir of capital
savings that would reduce the
inflationary pressure from’ bor-
rowings- and help. place business
enterprise in a strong position to

meet thé":‘ trying ‘tasks that lie

ahead.”
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- Reviews Prohlem of Credit Gonirol -

: '_January “Monthly Bank Lel’ter” ‘of National City Bank of New
York summarizes results..of Congresslonal hearings: on proposals
S regardmg present credit situation. . Sees Eccles’ ¢ specnal reserve’”’
! proposal shelved..

"“The January issue of the “Monthly Bank. Letter” of ‘the Natlonal
Clty Bank ot New York contains a review and analysis of ‘the testi-

. rhony of high ‘government officials and bankers as to what should |°

be " done about: the present credit pomtic)n Aecordmg 1o the .Bank,

tne discussion centered mamly onv

threé questions:

(I)“To what extent is the ciir-
rent. expansion of bank credit
reSponmble tér inflation and ris-|
ing prices.

(2) To what extent are existing
monetary ahd credit ‘powers ade-
quate for controlling further ex-
) pansmn of bank credit.

. () :The rierits ‘and ‘demerits of
the request by the Board of Gov-
ernors of the' Federal Reserve
‘Systém for ‘additional powers to
require commercial banks  to
carry, ‘over and -above present
lawtul -reserves, supplementary
-reserves in cash 'and/or - short-
term government securities up to
a maximum of 25% against de-
mand ° deposrts and 10% against
time or-savings deposrts

After outlining the various pro-
posals as ' contained in ' the. testi-
mony of Chairman Eccles of the
Federal ‘Reserve Board, together
with the views and’ testlmony of
Secretary of the Treasury Snyder,
President Allen Sproul of the New
York Federal Reserve Bank, and
Edward E. Brown, Presxdent of
the Federal Advisory Council and
of the Fiist National Bank of
Chicago,’ the -National City Bank
concludes:

~“From all this batting back and
forth' of ideas the broad pattern
of a’ ‘monetary and fiscal program
may' be seen emerging along the
ioflowing lines:

-1, The special reserve proposal
is' shélved.

“::42. Intlation is to be fought in
the financial field mainly by driv-
ing ‘to increase sales of savings
bonds, by continuing the retire-
ment of inflationary bank-held
government debt out of Treasury
surpluses and proceeds of savings
bond sales, and by permitting
moderate advances in short-term
interest rates. )

3., The long-term rate for gov-
érnment credit is ‘to be held - at
2% %.

%4 ‘Regiilation ‘W' might be re-
stored ‘empowering ' the Federal
Heserve Board to résume ‘control

" of’instalment credit:

-‘“Much of this program is now
under way. Plans are being made
for inhitiating a savings bond drive
early this year. The Treasury is
continuing its policy of using sur-
plus revenyes and funds from the
sale of savings bonds to retire
bank-held debt, with consequent
extinguishment of bank deposits.
During the past two months the
Treasury has retired $600 million
net of its ‘90-day Treasury bill
maturities, most of which are held
by bank 1nvestors, while the Fed-
eiral Reserve Banks have tendered
$340 million of maturing:certifi-
cates for cash redemption.

“This program of retiring bank-
held debt is expected to be greatly
-accelerated during the first three
months ‘of 1948, when - the tax
revenues, are expected to attain
record-breaking préportions, From
these revenues it has been esti-
‘mated that the public debt may be
cut;down as much as $7 billion.
Thls will be a deflationary factor,
to the éxtent that bank holdings
of ;government securities and bank
degosns are reduced. thereby,

;Short-term interest rates have
been allowed to rise gradually, as
indicated /by an-advance in . the

- 90-day Treasury bill rate from 3

- 0f"1% last’ Summer-to- 0.95% to-
day, and in- the one-year. certifi-
cate rate from 7% of 1% in July to
1‘/3% on. the latest issue dated
Jan. 1.

““Accompanying this flrmmg in
open-market rates, Chairman
‘Eccles ‘in'the course -of his testi-
mony- stated that the Federal Re-

* serve discount rate would be ad-
“ va.ncedv frome- 1 :to: 11/4% in. the

‘not too distant future
would have the effect of discour-

aging member - banks’ trom - bor- |

rowing from' the.Federal Reserve
Banks agamst $hort-term govern-
ments,”

As to how effective the foreign
overall program wrll be, - the
Bank states:

Viewed in the light ' of these

recent .developments, how - effec--

tive is the program outlined by
the - authorities' for restraining
credit . expansion “likely__tp be?

The answer is, of course, that
no ohe-can tell as yet.- There is,
however, reason.to believe that
the ‘steps already taken, together
with the repercussions in “the
bond market, are having an effect
much greater - than people gen-
erally realize. The drop-in bond
prices and the related rise in in-
terest rates have served corrective
purposes.': The ‘cost ‘of borrowirig
has been -increased  and, - corre-
spondingly, the returns availablc
from the investment of new sav-
ings.  The rise in short-teym in-
terest rates at the same time has
eased the pressure on banks to
shift out of shorter-term govern-
ment securities in order-to obtain
more adequate rates of return on
their resources.

The bond price drop has wiped
out hundreds of million of dol-
lars of paper profits on the books
of financial institutions. However,
since bank holdings of bonds are
mostly -governments  and - other
high-grade issues, largely short-
term,: the decline itself does not
seriously affect thecapital posi-
tion of the average bank -despite
the loss of paper profits unless or
until the depreciated securities
have to be sold. The governmeni
securities will be paid when they
mature or are called, and any
price above par at which they arc
carried on the books will by the
call date be fully amortized. In

accordance with the accounting |
practices prescribed by the Comp- | |,

trollerof-thec Currency and: the.
Federal Reserve System, market
appreciation is not: considered a
profit. or market depreciation a
loss.  If the bank’s position re-
quires the sale of ‘any of 'these
bonds to raise funds to meet with-
diawals.or to take care of legiti-
mate demands of customers, the
market - depreciation becomes a
real loss to that bank in making
the 'sale. Many banks, of course;
hold adequate. amounts of short-
term securities to meet probable
demands without selling = tiheir
longer-term. issues. :

Nevertheless, - these develop-

ments, plus the fact that the au-°
-| thorities have vast power to apply

further braking on credit expan-
sion as the need arises, have made
banks very much more- cautious
in'making intermediate-term cap-
ital loans. Many. banks feel that

they have all the term loans they:

want.  Insurance companies are
being. more “choosy.” Except in
the area of real estate loans cov-
ered - by government guarantees
loans to marginal borrowers  are

likely to bé pushed back. Ratios |

of debt to equity are being scru-

tinized ‘more closely: ‘Borrowers:|:

are being asked more often to
pare . down' their: requirements.
and some programs_for capital

outlays have been held. in"abey- |

ance.-- At-the same “time govern-

ment ered1t~grantmg agencies -4

have been instructed to hold their
operations to a - minimum.

“All this shows' that the present

powers .are effective, and. that
what is needed is not additional

powers: but. willingness - to use :
‘those already at hzmtl1 it W

This

| New York/Stock Exchange

Weekly Firm Changes

The New York Stock Exchange |!

has announced the following frrm
changes: ~ * -

Rollin 'M." McConnell - retired |

from partnership in Baker, Weeks
& Harden' on Dec. 31.

Louis P’ Kaplan,, partner ‘in
Fagan & Co.," died on Dec. 30,

on “which- date the firm was dlS—

solved.:,

Margaret J. Goodbody, 11m1ted
partner in  Goodbody & Co;, died
on Dec. 28.-

. Walter G..de Berg, 11m1ted part-
ner ‘in Halladay & -Co., died on
Dec. 30, his interest in the firm

‘ceasing as of Dec, 31.

. Interest of the late George W.

46

arpenter and .of the Estate of

ohn A. Hance in Jesup.& Lamont
ceased as of Dec, 31,

David = Craven - retired - from
partnership in Laird & Co.. on
Dec. 31,

Interest of the late Clarence I,
Jones, limited partner, in the firm
of Merrill Lynch, Pierce,- Fenner
& Beane, cased on Dec; 31. .

Vose & Co. retired as an’ ex-
change member firm on:Dec. 30

Frenkel Ilepl Mgr. 1 |
For Steiner, Rouse co.‘

Steiner, Rouse & Co., 25 Broad'
Street,” New York City, members
of New York Stock and Cotton’
Exchanges, announce that Philipp
‘Frenkel, formerly with Josephthal = -
& Co., is* now -associated  with .
‘their firm as manager- of the for-~
elgn department iy 4

Mlchael J. Meehan Dles

Michael J. Meehan; former Wall
Street broker, died at the age of
fifty-six after being stricken with

pneumonia. Until his retlrement
in 1937, he was a principal ot'
M J. Meehan" & Co.

I

¢

Watkm Kneath Dead |

. Watkin William Kneath, an in-
vestment banker at his retirement
in 1930 and"'a former secretary-,

treasurer of the Investment Bank-.
ers Association of America, died
of a heart attack at the age of 72.

}
ke

Other Securities
Mortgages . .

Bankmg Houses
Other Assets

Capital Funds:
Capital Stock.
Surplus. . .

‘Deposxts SE

 Other Liabilities

i
§

Cash a6d.Dué from Banks 7. o e
U.'S. Government Obligations Al

Undivided Proﬁts : %

RESOURCES

State and Municipal Securmes Pl el

Loans, Discounts and Bankers’ Acceptances
Accrued Interest Receivable . . . . .

o e et gy . ¢« . )

Customers’ Acceptance Liability sl
Stock of Federal 'Reserve Bank

THE CHASE
NATIONAL BANK

OF THE CITY OF NEW YORK

STATEMENT OF CONDITION, DECEMBER 31, 1947

$1,225,791,684.00

1,997,223,842.42
72,143,547.26
1159,297,385.27
1,324,264,033.92
9,400,461.83
11,692,930.77
13,491,128.15
7,950,000.00
31,101,354.61
4,096,053.21

$4,856,452,421.44

LIABILITIES

.5 11,000,000.00
154,000,000.00
57,024,776.27

Dividend Payable February 2;:1048" ;=4 i
Reserve for Contingencies . . . . .
‘Reserve,for Taxes, Interest, e +ia . s

Acceptances Outstanding $ 20,347;254.88
~ Less Amount in Portfolio

4,963,529.20

. . (] . . e ‘e . -

$ 322,024,776.27

2,960,000.00

17,766,358.56

9,703,411.26
4,477,562,449.92

15,383,725.68
11,051,699.75

; $4,s‘56,452,421.44

- United States Govetnment and other securities carried at $267 760,220.00 are pledged to
sccure public and trust deposits and for other purposes as required or permitted by law.

Member Federal Deposit Insurance-Corporation- -

gitized for FRASER
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Ionsanlo Chemical -
Appoints Two

.ST. LOUIS, MO. ——-The appoint-
ment of Howard A. Marple as di-
rector of the newly created ad-
vertising department of Monsanto

- Chemical Company was an-
nounced here on Jan. 1 by William
M. Rand, President. Marple, who
has been w1th the company since
1937, served as editor of Monsanto
Magazme for many years, He has
been active in mdustual publica-
tion circles. and, since 1944, was
manager of Monsanto ] trade ad-
vertising.

R. Allan Gardner of St. Louis
was appointed assistant director.
Gardner, who attended Princeton’
Umversrty, has been with Mon-

santo since 1943. Formerly he was,
employed by the Federal Adver—

tising €Eompany, the Keeler ‘Morris

Printing Company - and « Gardner:

Adye1t1smg Company, all of St.
Louis.

Charles Baxter Now With
Ball, Burge & Kraus
CLEVELAND, OHIO — Charles
M. Baxter, who has just completed
a comprehensive training course
in investments, has Lecome asso-
ciated with Ball, Burge & Kraus;
‘Union Commerce Building, mem-
bers of the New York and Cleve-

land Stock Exchanges, as an ac-
count ‘executive.. Mr. Baxter is a
member of ‘- the Cleveland and
Ohio Bar Associations, having
been graduated from the . Jaw
school 4t Yale, following service
in the Air Forces

5%

BROWN BROTHERS

NEW YORK

Statement of Condition

Cash on Hand and Due from B

State, Municipal and Other Pub
Other Marketable Securities
Loans and Discounts

Other Assets . o' v v v 4w s

Deposits—Demand . . . $2

Deposits—Time

-$1

Acceptances
Less Held in Portfolio,

Reserve for Contingencies |
Capital . .
Surplus ., .

$
1

- Business Established 1818

PRIVATE BANKERS
BOSTON -

ASSETS

United States Government Securities . . .

Customers’ Liability on Acceptances. . o ..

LIABILITIES

: 1,732,247.82 $222,668 177 22

1,253;064.47

Accrued Interest, Expenses, etc.

HARRIMAN & CO

§ PHILADELPHIA

, December 31; 1947 -

anks. . 5. $55,645,258.14.
66,417,238.43
51,208,753.93
4,683,825.50
58,423,411.96
14,931,802.82.
1,291,102.45

$253,601,393.23

lic Securities -

e d e e e

0,935,929.40 *

5,691,975.37 . . el
14,438,910.90

' 149,021.57
.4 1,500,000.00.
2,000,000.00

1,845,283.54 * 13,845,283.54"

Pledged to Secure

PARTNERS

Moreau D. Brown  SteprEN Y. Horp
TuATcHER M. BrowN THOMAS McCANCE
+ Prescort S. Buse RAY MorrIs
Louis CURTIS H. D. PENNINGTON
E. R, HARRIMAN K~1GET WCOLLEY

Limited Parinér—W. A. HARRIMAN

EpwARD ABRAMS Howarp P,
Davip G. ACKERMAN
Josepr R. KENNY

" T, H: KINGSBURY, JRi

{ Joseer C. Lucey

M. Durton

WirLiam C.
Joun A. Kn

RoperT H. CHAMBERLIN
MerrtrT T. CooKE
Lours C. FARLEY, JR.

* Jamus HALE, JB.
WitLiay A, Hess

HERBERT M

CHAELES S. CarLson, Complraller -

amination by the Commissioner of Banks

As chulrcd by Law $1,600,600 U. S Goverhment Securitics are’ |

Managers . . v
Epwiy K. MERRILY, 3
' Ernest E. NELSON
Assistant Mmmgnr
TaomAs J- MCELRATH

ArteUR L. Nasa

GEeorcE E. Pauvr, Treasurer

Licensed as Private Bankers and subject to examination and regulation by the ’
Superintendent of Banks of the State of New York and by the. Department of
Banking of the Commonvealth of Pennsylvania, Subject 1o supervision and ex-

$252,601,393.23

Public Deposits.

FACILITIES °©

CowmpLETE FACILITIES FOR DOMESTIC AND *
FOQREIGN BANKING

Deposit Accounts « LoANs + ACCEPTANCES *
CoMMERCIAL LETTERS OF CREDIT

BROKERS FOR PURCHASE AND SALE
OF SECURITIES

INVESIMENS ADVISORY SERVICE

L. PARKS SHIPLEY

. Danawp. K, WALKER
Jonn C. WesT
Gare WILLARD
Harry L. WiLLs

MAEDER

MOREHOUSE

ArtaUR K. PADDOCK

. RiceArD PragT
WiLiam F. Rav
ArTHUR R. Bowe -
Laurence W, SiMoNDs

Horn
0X

UHLERT

- JArTHUR B. Surta, Awuditor

of the C wealth of M. husetts.

. | spirals. -

N. Y. Commerce & Induslii?Associalion Leaders ;
| Stress Greater Efficiency and Full l’roducllon

Col. Allan M. Pope says more produchnn is keystone for continu-

ing prosperity. Gerald LeVino sees threat to. foreign. traders in
proposed  administration. of - European - Recovery ' Program, while-

‘Thomas S ‘Holden of F..W. Dodge Corp predicts mere construc-
tion- materials-in 1948,

Full productron and greater eff1c1ency in. production, permitting
reduction in costs, will insure continuing prosperity in 1948, in the

opinion ‘of leaders of “American

business and - foreign trade con-

tributing to the annual. symposmm on the outlook for the New Year

made  public
by ‘the’ Com-
merce and In-
dustry’ ‘Asso-
ciation of New
York, Inc,
Speaking
for commerce. -
and. industry
generally,. .

| Colonel ‘Allan =

M. Pope, Pres-

ident  of ‘the

Association,

who 'is.a di-

rector of the -

First Boston

Corporatlon

and Chairman

of the Finance Committee of New

York University, declared: \
“Fyll production is :the - only

. keystone :gn_which' optimism and
.| continuing prosperity .in 1948 can
be based.

“If the American natlon ls to

‘see Europe through its current

crisis .and  implant - the ‘seeds ‘of
democracy to overcome the weeds
of totalitarian ideologies that seek
to crush likerty in the Contmental
countries, then the American peo-
ple must resolve now to exert
every effort to bring about greater
production.

“The United States is pledged
to a program for European recav-
ery and rehabilitatidn. To'make
that program effectlve requires
the shipment abroad of vast quan-
tities not only of foodstuffs, but of

| raw ‘materials ‘and- machinery - to

enahle the countries of Europe. to
rebuild. their economic structures.

“As a result, stapilization of our
own economy here at home 1s'in
the Dbalance... It is 1mperat1ve
therefore, “that the American peo-
ple adOpt a program’ of their own
to provide the necessities to keep
the wheels of home industry turn-
ing in addition to getting Europe
back on its feet. :

“Shortages .create mflatronary
Full ~production and
greater efficiency in production to

« |lessen'costs are -the only means of

combating shortages. Toward that
end, the effort calls for complete
cooperatron not alone of manager
ment and labor but of all the peo-
ple of -America.-

“Our banking and business
structures ‘are sound. Our system

"| of free private enterprise and our

American way.of life are sound.

" | The chances for continuing Amer-

ican ‘prosperity iy the New Year
and fulfilling the hopes for the
future of the people in war-torn
countries abroad rest entirely on
the determination of the Ameri-
can people to put forth their ut-
most to .do ihe job ahead.”

Top. executives in the fields ‘of |

foreign trade,. manufacturing, con-
struction, bankmg foreign travel,

8 rallroads, textiles, foods.and hotels

participated in the forecast round-
up. -All but one are directors’of
the Association. .Their views::

Foreign' Trade — “Exports

. | through trade channels during the

coming year will be governed by
the availability of dollar exchange
overseas- with practically - every
country having exchange contrpl.
Dollar balances will be used, al-
most entirely for essential imp‘orts

“One of the chief threats to. for—
eign traders in'this country is t'he
manner in which it has been pro-

- posed to administer the European

Reco¥ery Program.  If the ideas
in certain government circles are
carried out aid goods will be han-

Allan M. pop'q 2

ment and dlstrlbutlon, thereby
~eliminating  not ‘only ‘the normal
- foreign trade distribution.channels
. but:for:the-most part the: smaller
produ"ers andsuppliers-as well.’

- “Congress has -appareatly. -re-
versed its thinking in connection
with’ : export: "controls. . Export
hcensmg was. difficult enough'dur-

| ing wartime but-the increased. dif-

ficulties of gbtaining adequate and
competent personnel to administer
\the controls,: which' by Congres-
'siongl action must now include the
use -of " pricés ‘as.one of the cri-
teria, ~will- further impede. and-
comphcate the normal.-flow ‘of
trade.”-—Mr. Gerald LeVmo, presi-+
dentof Guiterman Company; Inc.

. ‘Manufacturing — “In manufac-
turing; the present-day volume ‘of
business - is" generally -.substantial
and the profits satisfactory. -But
hanging over the: situation'like a
dark.cloud. is the fact that manu-
facturigg costs have become so
high that the' break-even  point
has been -elevated to a level where
a relatively small recession in vel-
ume of sales would put many a
manufacturer in the red. Another
round of wage increases followed
by the inevitable round of price
rises might bring about a con-
sumer resistanice (or consumer in-
ability to buy) that would invite
disaster.”—Mr. Neal Dow Becker,
President of - Intertype- Corpora-
tion.

Construction — “Most construc-
tion materials should be plentiful
in 1948. For many of them com-
petitive- selling ‘and .competitive
pricing will be. in order. How-
ever, many . key materials will
continue to be in tight supply. This
condition is particularly likely to
p1eva11 with respect to many fab-
ricated metal products.

“Since - every upward  step in
prices and . costs tends -to  price
some construction. projects out of
the market; the possrblhty of fur-
ther : {'omtructlon cost increases
must be counted as a factor which
may tend to retard large construc-
tion volume increases in 1948. The
prospect.-of tight supply of many
components of building and engi-
neering structures also warns that
"onservatlve volume estimates are
in order.

“In our: opinion, these factors
will be the determining ones with
reference to. 1948 volume rather
than: the still enormous volume of
accumulated needs. - The present
situation combines the character-
istics of expanded activity to meet

teristics of an inflationary boom.”
—Mr. Thomas S. Holden, Presi-
dent of F. W. Dodge Corporation.

Bankmg — “The business: of
banking in:1948 is going to be in-
fluenced by developments having
to.do with ‘controls that may- be
placed ‘upon “banking operations
through' the Federal Reserve Sys-
tem and - through ' legislation, if
any.

“While  certain  controls , that
have been under discyssion. . that
could be made effective would in-
terfere with profits, which waould
make it difficult for..the banks,
yet it is'the effect upan the econ-
omy of the couniry that would be
most unﬁortunate, if bankers were
not, left. in posmon to use their

do with banking pract1ce and
operatlon

“It is. to be l'oped therefore for
the benefit of business and indus-

expanded needs with -the charac-/

own judgment in-things havmg to

political forces can be controlled
sp as to leaye bankers in’ the
United - States. free -to..meet the
needs for  production .credits.’—

Dr, Fred I.-Kent, Director, Bank-
ers: Trust 'Company i

Foreign Travel—" Forelgn travel

| zrom the United States should *

-ontinue in heavy volume in 1948.

'Additional pafsenger services . by

.ea and by air have been made
available - dur.ng the past year,_
and as a recult offerlngs of spe-
¢ial cruises and pla aned tours will
he considerably increaséd in 1948:
Althouga contmumg world-wide
lnflatlon and rmqg costs may. bhe
a dampening in'luence on demand
for pleasure travel, backlogs are
s.ill large and the iacreased serv=:
ices,. available will permit better .
selection - of trips within budget
requirements where necessary. On
the other hand, recreational travel’
to the United States for some time .
to. come will hbe limited by re-.
cently tightened  restrictions on
dollar spending by most foreign
countries. E
*“Commercial travel, both to and -
from the United States should
continue. . to - increase under the’
stimulus of extensive programs of

| industrialization, hydlo electrifi-

cation and hxghway and bu11dmg E
construction now ‘under way in
Latin' American-couatries. and’ of :
the rehabilitation work made pos~
sible by emergency loans and pos-
sibly the additional distribution of
Marshall Plan funds for European -
recovery.”—Joseph P. Grace, Jr.,
President of W. R. Grace*& Com-
pany. ¢

Railroads—Over a long period :
of years the trend of gross earn-
ings of the railroads of the coun-
try has been closely related fo the
level .of national income.  While
rational income since the close of
the war has been maintained at a .
bigh level which promises to con-
iinue through 1948 net' eammgs
of the railroads have been in a.
d{minishi;xg ratio which must be
viewed with serious concern.

“The railroads are indispensable
as the backbone of the nation’s
transportation system. ' Following
the severe strain imposed upon
them during the war years, it-is
imperative - that they  be - com-
pletely modernized. This calls for
a vast outlay of capital whic‘h will
be.available only ‘if investors can
be attracted by the praspect of a
fair retura upon their investment.

“Given an adequate return on
the capital invested in: the indus-
try — a return comparable with
that prevailing in other industries;
—the railroads are prepared to
carry out. a vast program of
modernization, embracing tech-.
nological developments in many
directions, that will give the coun-
try transportatxon never before
equalled and -prepare it for the
eventualities of the future.”—Mr.
G. Metzman, President, New York
.Central System.

Textiles—“Our operations in the
cotton textile industry during 1947
have ‘been noteworthy for a con-
tinuously high rate of employment
at wage rates exceeding any here-
tofore paid by the mills, for re-
markably harmonious = relations
between employees and manage-
ments, for absence of serious labor
dlfflcultles for high operating and,
productwn rates ever striving to
overtake a seemingly insatiable
demand ‘for our products, ‘for
widespread overhaulmg and reno-
vation of our plant equlpment
and for continued high prosperity
being' shared not .anly with our,
employees but also with the cot-
ton farmers in the form: of the:
highest cotton prlces in a quarter,
century ;

“The mllls are entermg the New'-
Year at the same peak levels of
production and employment with -
reasonable indicatign of being able
o maintain them for-some months .
to ' come if .comparisans of sales,
production, unfilled orders and in- '
ventories are trustworthy guides.

“While looking forward to the’

dled through government procure- try and government 1tself that near future asa period of contin-

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




[y . ¥ i,
bR PR R PR % W A :

167 'N umber 4

. Volume 62

R TR PuE e
AT

[

Tope
AL £
£ 7 hd,

WSO B S -

i

_ THE,COMMERCIAL & FINANCIAL CHRONICLE

119y 23

i ued : high . prosperity -in :the . in-
" dustry, . rehabiitation : programs
. ploughing profits ‘back into. plant
. will continue widespread, not. only
" to remedy war exhaustion but also
. . 1o prepare the industry’s plant for
the highly competitive conditions
whicu are foreseen for the future.”
—Mr. John K. Whitaker, Presi-
-, dent, Neuss, Hesslein ‘& 'Co., Inc.
- Foids—“Business prospects” in
the food business are bright for
1948, whether a business® will
profit from it will depend. upon
its abili.y to do the right thing at
the right time. 1948 will be a
-year of decisions. °
. “Mounting. labor costs, less re-
sults per man-hour, higher inven-
tory values, higher expenses, big-
ger costs in transportation, ware-
house and office, are just a few

subjects: which business must

_study ia order’ that it can reor- |

ganize and readjust itself to meet
changing conditions. . 1948 should
be a period of cautious yet aggres-

!sive action and good hard work.”
'_Mr: Francis L. Whitmarsh, Pres-
ident, Francis H. Leggett' & Co,
Hotels—“The metropolitan hotel
,field anticipates' ‘another banner
business:year with all present ia-
dications pointing to continued
capacity patronage.
“At the same time, our feeling
is" that the pressure.of the last
lew years will ease off so far as
both hotel management and: the
public 'is eoncerned. . Difficulties
ih obtainiag rooms, exhibition.and |
convention space will be consid~
erably lessened, although bookings
will remain at capacity. -
“Employment -shortages have
been overcome in most cases, and
certain materials necessary for ef-
ficient , service are once more
available. These coaditions war-
rant the opportunity for hotels: to
5perate with" prewar effective-

recident, Hotel New Yorker.

445 -;:'HalsgyﬁSluadf & Co, Year End Bond Review |

-tov - Estimates-new-money. financing in 1947 at $6.7 billioh,* represent- - ;.|

ing largely State and munmicipal and telephone - offerings, Sees
future interest rates determined largely. by - government ‘security
prices, and looks forward to large volume of new financing, espe-.
“cially by utilities, when money conditions are more stabilized,:

New-money financing in-the nation’s markets rose from $4.6

‘warrant equity financing.”

1ess.” —: Mr. Frank L. Andrews,

pendent. on temporary financing
or: private. ‘placement, ' pending
such time as market conditions

- 'Interest rates - will "be - deter=
mined largely by government
security prices, Halsey,
declared. “After being pegged dur-
ing the war, short-term govern-
ment interest rates were allowed
to rise in 1947 and, after a. period
of , gradual price reduction, sup-
port levels for medium and long-
term government bonds were
lowered substantially on Dec. 24,”
the - Survey : pointed out. “The
resultant break was evidence: of

prices of ‘bonds ‘upon government
tional debt of $257 billion still out-.

standing, of which over $50 billion
is in United. States savings bonds,

mination of -interest rates.”

Stuart”|

the continuing reliance of market.

government policy will remain &,
dominating - factor in- the -deterw

interest rate poliey. With a na-|-

Andrew S. Messick

| Company in Chicago

CHICAGO, ILL.—Andrew
Stewart- Messick & Co. is being
formed with ‘offices at 141 West
Jackson Boulevard to engage in
the securities business. Fartners
are Andrew S. Messick, H. L.
Messick, A. C. Fischer, R. E. Pol-
lock, and W. J, Britton. In the
past Mr, Messick was in busi-
ness for himself in Chicago. ' Mr.
Fischer was a partner in Lamson’

‘Bros. & Co.

Evenson in Denver
(Speclal to THE FINANCIAL ChiRoNicix)
‘DENVER, COLO.—Warner M.
Evenson is. engaging in' a securi-.

ties business from offices at 522

Eighteenth - Street,

Willis Robert Joins
Wheelock & Cummins

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL—~Willis L.
Roberts has become - associated
with Wheelock & Cummins, Inc.,
135 South- La Salle Street. He
was. formerly manager of the
municipal - department for the
Chicago. office of Kidder, Pea-
body. & Co. Prior to serving in
the U. S. Navy he was with Hal-
sey, Stuart & Co. Inc. in Chicago. -

Wigley Opens
MARTHA’S VINEYARD, MASS.
—William  R.- Wigley is engaging
in. a securities business from
Vineyard Haven. -In the past he
was. connected with J. S. Barr.&
Co.

| THE'NATIONAL CITY BANK OF NEW YORK -

Head Office: 55 Wall Street, New York

Condensed Statement of Condition as of December 31, 1947

Including Domestic and Foreign Branches - -

(IN DOLLARS ONLY-—CENTS OMITTED)

LIABILITIES

billion in-1946 to: $6.7 billion in 1947,-largely through an increased |-
.volume of State and municipal issues and telephone offerings; Halsey; |
Stuart & Co., Inc., -has revealed in' its Year-End Survey for 1947 ] -
..-..... The " Halsey,

ASSETS

Derosits .

.

compiled annually to-set forth the
~.company’s: -views: -on “'‘the  ‘past
-.year’s hond ‘markets -and project
- +¢1ts opinions“for:the:coming ‘year,
..vwnoted that-total “bond:and "stock

;. Offerings in. 1947 :about’ equalled

.. ':l.the .preceding :year’s" volume of

.:.+$8.6" billion, " "The-1947  total, in-
cluded - the..largest State ' issues
-ever, offered, the Illinois and

Michigan veterans’ bonds. -

- “This' demand for new money
‘had . surprisingly- little ‘influence
-on the capital market ‘or' on in-
terest rate structures untit the
Treasury Department’s changed
policy on short-term interest rates
began to-take effect:: "Thereafter,
prices :declined substantially- and
at the year end still ‘lacked ‘sta-
bility,” the Survey *said.

" Close to $2.5 billion ' of: State
and municipal bonds ‘were offered
in"-the ~12-month - period—more
than double the 1946 volume and
by far :the largest amount ever
marketed in any year, the Survey
pointed-out. “If the bonus issues
and the larger revenue issues were
deducted, the " remainder—issues
for school and municipal improve-
ments and the like—alone would
constitute .a sizable year's vol-
ume,” Haley, Stuart continued.,

Noting that production of elec-
tricity and gas in'1947 reached the
highest levels of. all time, the
Survey -asserted that “new gen-
erating - capacity is urgently re-
quired and the privately .owned
bower companies have projected a
1947-'51 program estimated to in-
crease’ by more than '25% the
,bresent plant account, at an ‘esti-
mated cost of $5 billion. The gas
utilities also need new plant, and
their: program. may- require - $1

" billion. - The telephone companies
“still are striving to meet unparal-

leled demands’fpr service, Going

into 1948 -there' is “an" estimated
" unsatisfied * demand - for over
2,000,000 telephones. .
"' “Theré is evidence of a slack-
ening in-the movement toward
pbublic ownership of utilities . in
the United States,” it confinued.
“While private operation still' has
its antagonists, some of them
“powerful, it is hoped that pres-
‘sure  for
"schemes will encounter more
- ~than passive public opposition.”
Rail bonds were down in. 1947
despite the improved physical and
financial condition of the rail-

ill-conceived. social ,

Stuart  “Survey,4 - A

.-roads;:said -Halsey, Stuart. Aside
" from “equipment. trust  offerings
aggregating: close to $240 million,

| there ' .was: no "new>money” fi-|

nancing-and- little refunding.

-In the industrial field; ‘publicly’
offered: financing’ for *new money |-

aggregated about” $1.7' billion .as

compared ‘with about $2 billion |-

iin 1946. The 1947 offerings were
about 55% bonds and 45% stocks.
'Refunding, said the Survey, was

but a fraction of ' what it had- been'| -
in the precéding year, amounting §-
to about $220 million"as compared |-

with over a billion in 1946, -

“Peak.operations in'many " in:
i dustrial lines created ‘a necessity
‘for 'sizable: borrowings ‘from |

banks,” ‘the ‘Survey noted. “A
’large volume of - financing also
| was arranged privately, as well as
under ‘an ‘arrangement ‘whereby

quired plants and leased them to
industry.”

Summing up its views on future
markets, Halsey, Stuart & Co.
said that “it appears there will be
no.dearth of high-grade invest-
ment . offerings- in the coming
year.. The prospect for offerings
of secondary classifications and
stocks, however, is uncertain; for

the fortunes of industry and. the
outlook for business profits.

“In- the government field; re-
funding will continue. However,
assuming a pay-as-you-go pro-

new-money financing seems likely

boends,

phone utilities will require large
'amounts of capital, and-their rec-

make it easy for them to fill their

municipal  facilities' will create ‘a
necessity for State and municipal

even the 1947 volume of $2.5 bil-
lion. ' The upward trend in real
estate’ mortgage financing prob-
ably will persist.

consequential financing in sight is
that required for the purchase of
new equipment,.

“Other ' industrial .. enterprises

Casu anp DuE rrom Banks

. $1,443,283,803

insurance companies’ built or ac- |-

these are directly dependent’ on |'

gram is set up to meet. the Mar-]{'
shall - Plan requ@rements,' little | .

-with. the  possible exception “of |
further: offerings of World' Bank/| "

“The. electricity, gas and ‘tele- |

ord-of’ earnings- stability  should |
requirements. Soldier bonus needs |,

and continuing enlargement - of | -

finaneing that would well exceed |

“In the railroad fieid, the only

Sl . §4,874,418,234

(INcLupEs. Unitep StaTes War )
Loan Deposir $23,605,479)

LiaBiLiTY ON Accepr-
ANCES AND BiLs, |
LEss: OwN Accepr-

ANCES IN PoRTFOLIO 8,427,8£

U. 5. GoverNMENT OBLIGATIONS
« (Direer or FuLLy GUARANTEED) 2,131,035,234

OBL16ATIONS OF OTHER FEDERAL
AGENCIES - , i

SraTE AND MuniCIPAL SECURITIES:
OrHer SEcURITIES , ¢

-+ Loans, Discounts, axp Bankers™
', Acceprances. .

: CEPT/ ) ol
.- REaL Estate Loans aAnp Sscunxmsﬁ-
¥

28,214,818
231,062,937
80,775,281

$33,460,941

25,033,128

1,215,660,245

2,819,263 ‘

5,673,364 |

REesERVES FoRs:

UNEARNED DIscouNT AND OTHER
UNEARNED INCOME

INTEREST, FaxES, OTHER ACCRUED
EXPENSES, BTG . o 4 15,0 s

DIVIDEND - o™ i bR s
CaprTAL <+ ¥ 77,500,000
SurpLUS 162,500,000 ;
Unpivipep ProriTs 30,115,614 270,115,614

Total , . $5,203,284,028
3

CusToMERS’ LIABILITY FOR
ACCEPTANCES |

Srock 1n FepERAL RESERVE BaN

OWNERSHIP.OF INTERNATIONAL
... BaNkING CorRPORATION

- BANK PREMISES , . . . 5L
Irems 1N TrANSTT WiTH BranclEs -
i " OrHER AsseTs' L
. Total .

22,309,381
7,200,000

N 23,393,788
7,000,000 4,650,000
28,491,252 .
2,977,704
2,454,110
. $5,203,284,028

a0 e e e e gl e LR PRSI 1

Figures of Foreign Branches are as of December 23, 1947"

- $251,123,478 of United States Government Obligations and $3,330,105 ‘of other agsets are deposited‘
to secure $207,922,739 of Publicand Trust Deposits and for other purposes required or permitted by law.

(MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION)

President
Wwm. Gace Braby, Jr.

Chairman of the Roard

Vice-Chairman of the Board
Gorpon'S. RenTsc LER

W. Ranporrs BurGEss

CITY BANK FARMERS TRUST COMPANY -

iz Office: 22 William Street, New York

Condensed Statement of Condition as of December 31, 1947

, (IN'DOLLAR_S ONLY—CENTS OMITTED)

" LIABILITIES

) ASSETS i
- +..CasH AND DUE FroM BANKs . . -, (. $ 26,526,044
=i U S, GOVERNMENT OBLIGATIONS :
i/ (DEer or FurLy GUARANTEED), |
OBL1GATIONS OF OTHER FEDERAL - |
AGENCIES oy Fpnage i o 0
StATE AND MUNICIPAL SECURITIES(, |,
" OTHER SECURITIES .
LoaNs AND ADVANCES ., , , . il
ReaL Estate LoaNs anp Securyrigs |,
[-: Stock:IN FEDERAL RESERVE Bank’, |,
Bank Premises . ., . i
" OrHER REAL EstaTe ',
OrHER AsseTs . .
Total

Derosits ., , , P

: . $118,155,374
(IncLunes Unireb States Wag
‘LOAH Deposir $2,092,739)

SR 4T6ES

+* 109,009,851
it

o e te 1,077,405
5,412,049

* 101,037
1,209,888
1,206,018
600,000

- 3,131,463.
. 114,500

» o 2459211
VU Db e, T150,847.466

Rgssnvzs o T .
(INcLUDES RESERVE FOR
Divipenp or $310,621)

Carrrar ,

. 3 . s e

$10,000,000
ShrrLus . . L. . . 10,000,000 :
Uxpivipep PromiTs . 8,615,927 ' 28,615,927

—

Toal .. . & .,

..

e e

e s

" e e

—

. . $150,847 466
e

$7,847,839 of United States Government Obligations are deposited -to secure the
Unitea States War Loan Deposit and for other purposes required or permitted by law.

(MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION)

Chairman of the Board President

Linpsay. Braprorp -~ -

probably will remain largely de-. .

" Gorpon S. RENTSCHLER

s
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Sees High Taxes Causing Capilal Shortage

" The Jar‘niary issue-of ,,‘F‘Business, Comment,” the monthly bulletin
of the Northern Trust Company of Chicago,-calls attention to: the

4bnormal impact-of enlarged Fede
present economic situation, particul
and ldrge buying of agricultural-
" éommodities for export. Accord-

ral . Government activities on. the
arly in the 'fielq of heavy taxation

in_the higher" brackets, the gov-

ing to the bulletin: g | ernment is siphoning off a’large

“In wartime the activities of the
¥Federal Government must of ne-’
¢essity play a major role in the
économic - affairs of the country.
During the depression years of the
- 1930’s, the government played an

Increasing -peacetime ' role. ‘Now
for the first time in modern eco-
fiomic history, government activ-.
inties are a major influence dur-
ing a period of boom prosperity.
This influence shows itself intwo

volume of funds that would other-
wise be . saved 'and herce : be
available for- the financing of
capital expenditures. These heavy
taxes are a direct cause of ‘what
appears to be a developing short-
age of funds.to finance continued
capital expenditures on the pres-
ent scale, referred to above. If
corporate income taxes were
lower, corporations would be able
to finance a larger part of their

| ness. to borrow.« . il
which Fed- ||

needs out of retained earnings. If
individual -~ income . taxes ' were
lower, ' individuals - would - have
large funds available for:invest-

T fein ARG A

primary - directions. i

“In maintaining a heavy bur-
den’ of income taxes on corpora-
tions and individuals, particularly

ke T b

» 't ped

- BankEers TrusT COMPANY
NEW YORK

CONDENSED STATEMENT OF CONDITION,
e . DECEMBER 31, 1947

ASSETS’

Cash and Due from Banks . . . $ 474,988,192.49
: 484,535,415.87
623,056,031.15
17,754,600.69
36,473,522.09
13,921,871.44

« .

U. S. Government Securities
Loans and Bills Discounted

State and Municipal Securities. .

Other Securities and Investments.
L

o ete 8

Banking Premises

Accrued Interest and Accounts

Receivable .. .. ... .- 6,623,496.92

Customers’ Liability on

;Acceptances v Vi B

Cash Deposited Against Bonds*
Borrowed

‘.

7,297,745.94

2,342,565.00
$1,666,993,441.59

LIABILITIES i

Capital . . . $30,000,000.00

Surplus . . '+ 80,000,000.00 ;

Undivided Profits 40,749,244.11 $ 150,749,244.11 .

-General Reserves . 14,609;945.84

- Dividend Payable January 2; 1948 1,350,000.00

Deposits Ao, 1% SHa 1) 1,483,081,180.267,

" Reserve for Taxes, Accrued s
Expenses, etc. . .

. o e

G e 3,890,655.94

Acceptances ; :
" "Outstanding v’
“ Less Amount

in.Portfolio

$10,570,858.95 s

' 2,403,304.06
" Liability Under Bonds Borrowed
Other Liabilities. <" . o & 4 '«

8,167,554.89
2,342,565.00
1,932,295.55
$1,666,993,441,59

Securities in the above statement are carried in accordance with
the method described in the annual report to stockholders, dated
January 14,- 1947.-Assets carried at $29,033,406.00 have been
deposited to-secure deposits, including $17,925,905.32 of United
States Government deposits, and for other purposes.

Member of the Federal Deposit Insurance Cotporation

“that

nent; and they would be more in-
~<lined to put:money :into equity-
securities. - Both' of -these  factors
would’ reduce the need for. busi-

“The.othe§way in
“2ral Government activity is play-
ing - a..major 1ole-in -the present
Hoom :is.in-the: purchase and. fi-
jancing of agricultural commodi-
des for export. The. basic neces-
sity . of ' agricultural - exports -to
supply . desperate needs in foreign
;ountries is not here questioned.
Yet the agricultural export pro-
sram as sponsored by the govern-
ment has had wide' repercussions.
Large agricultural exports have
been an important factor in cur-
rent prices for farm commodities,
hence in food prices, hehce in the.
cost of living and in the demands
of labor- for higher wages, and
finally . in the rise of prices. o
non-agricultural: goods, .«

s “Economic Balance
“The record of the past year in-

{icates that although we 'have |.

ichieved a high level -of employ-
nent and production, we have not,
wchieved - economic - balance - at
“hose levels. The inflation of costs
ind prices, the need for greatly
xpanded  bank 'credit ‘and -the
zonsequent rise in money incomes
relative .to physical output are
symptoms of imbalance and mal=
1djustment " and - give ' cause for
concern “for the future. Y

“Broadly ‘speaking, three basic
conditions are essential to achieve
such a balance ina free enterprise
-economy. The first is.a " stable

government with minimum politi- |-

cal -interference 'in : economic  af-
fairs . and. with- provision ‘for a
sound currency. . This condition is
realizable in this country even
though it appears far from present
‘in'many foreign lands. The second
condition is a vigorous expanding.
.aiivate enterprise, with both the
ncentives' and the "“know-how”
onstantly to improve old prod-
1cts and to develop new ones that
sngage the wants and desires of
he public. The. third condition is
such a division of income between
‘pending and saving that the capi-
tal needs. of an expanding econ-

omy ‘will be fully financed from, |

*ind will in turn fully utilize, the
aational savings. - :

“In the 1930’s it was probably
true - that = capital ' expenditures

‘| were so repressed through lack of

vonfidenée or incentives that sav-
ings tended to exceed new invest-
ment. On the other hand, at the
sresent time it is quite’ evident
capital = expenditures  are
tending to exceed savings, which

‘| are now' diminished by heavy

taxes and by large dissavings.
The tipping of the scales in either
direction leads to deflation, on the
one  hand, - or - inflation. on the
other.. In the old ‘economics,
changes in the interest: rate were
supposed to equalize the demand
for and the supply of savings.
Now the interest rate is artificially

.| -controlled and cannot-fully per-

form this function. 'New theories
ara entertained concerning the ef-
fect ‘of the rate of interest, both
on the incentive‘to save and on
borrowers, e

“The:new. year opens with the

.| attention :of; the business and, fi-

nanéial world focused on’the abil-
ity of the Treasury and monetary
authorities to ride two horses
oulling in opposite . directions—
price ‘inflation ' on. the one hand
and a low interest rate structire
on the other, It is quite possible
that - before many -months have
passed the question ‘will be ‘re-
solved, not by any conscious ac-
tion of .the :authorities, but ‘' by

| other uncertainties. One of these

is the ability of business to finance
further  large-scale -fixed and
working capital needs, bearing in
mind considerations of sound: fi-
rancial prudence. The other un-
certainty is'the ability of a large
section of the:public-to continue
to buy, at constantly higher prices;
a volume of goods large enough

| to - utilize fully our greatly ex-

panded capacity.” ,

' Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR. :

»+ The money markets are now entering-a‘period during ‘which; for
about ‘the’ next"three:-months,‘the ‘monetary - authorities -are im an"
excellent position to curtail the credit base. . .. The extent and the
vigorousness of this operation will have an important influence upon
what takes nlace in the government securities markets. . ... Return
Jow of currency should be sizable while the inflow of gold will no
Joubt continue to be large enough to have an effect upon the credit
base, unless offset as in the past. .. . Also the banks have substantial
cash balances that most likely will be seeking a home and it may ‘not
all go into loans. ... ) :

TREASURY RESOURCES '

On the ‘other hand, income tax payments will be heavy on Jan.
15, with others due on March 15. . . . Cash resources of the Treasury
will be large and if used to retire issues held by the Federal Reserve
Banks—which are very sizable in February certificates, byt.more
moderate in the March issue—there could be a noticeable effect upon
excess reserves of the system, ., . Redemption of Central Bank hold-

-| ings*of- Treasury bills:might be large enough to not: only offset the:

gurrency return..and gold inflow but also to contract the. credit
ase. .. :

Redemption 0f bonds on March 15 will reduce the outstand--
ing high coupon debt, but will not have too great an effect upon
the credit picture because only small'amounts of the 2s and 2%Ss
are held by the Central Banks. ... Reserve requirements in
New .York City and Chicago might also be increased. ... .

The action’of the commercial banks in‘meeting a credit squeeze
will be important in ‘what'is accomplished by the money manage:s.
... If the member.banks continue to sell Treasuries in order to-build
up reserve balances, that could be used to carry on the inflationary -
loan trend, then a large part of the deflationary action of the money
managers might be offset. .. .’ o e 1 | :

The ability to create:reserve balances stilt rests with the.

- meinber banks and ‘this is a thorir in-the side’9f the powers that.
be: ... What difference does it make whether the long- or short-
term rate.is protected as.long as one of them is- being ¢ g

“'by the authorities? . . . This means-that member institutions.cam, -
continue to exercise conirol over-the initiation of reserve. bal -
ances, until the money managers devise ways and means to’ take
this power away from the commercial banks. ... TR

DANGERQUS 4 ;

With 2 debt as large as ours, can we afford to have fluctuating
and dropping government security prices as a method of credit con-
trol in order to curtail the power of the member banks to-create
excess reserves? . . . Refunding of due or callable issues with short-
{erm obligations will be successful only as long as ‘holders of redeem-
able securities believe the rate of the governments they will - get
in exchange for the ones they own will be stable.. . . i

If they thought that a higher rate would be available in the:
not distant future, the maturing securities would be turned in!
for cash. . . .As for long-term securities the Treasury is in no
position to use these obligations for refunding operations, . . .:

Therefore it seems that one can conclude that short-term rates
are also pretty much “on the hook. . ..” ;

MORE CONTROLS?: : e B W] e
With both short- and long-term rates apparently “repegged,” but
on a higher yield basis than formerly, will not the monetary auther-
ities press for greater -control over reserves in order to limit the
power of the member banks to create reserve balances? . ... bt
It is believed in some quarters that there is ‘likely to be a,
much more -concerted drive to put over “Special Reserves”. s
proposed by Mr. Eccles, in the near future. ., .

There are, however, two provisos to this opinion. ... One is, will .
the ‘authorities .and Congress be willing to go along with measures
that could be deflationary in.an election year? , ., The other is that
some - economic - authorities beliéve -that a fairly sizable . reaction
‘could take place.in :business. in"the not .distant future. . ... If this
[ should be the case there will be no immediate need for power to limit
lthe creation -of excess reserves in order to halt the inflationary loan

trend. . .. ;

N gl
BANKS READ ‘ Ny ' .
In the event the uptrend in loans should continue and politieal
considerations are not paramount, it is being -pointed ‘out' that’the

Reserves” over than in the past. .. ::It is being noted trat the:con~' -
vulsive ‘shock in the government securities: markets. of “Specidl Re-"
serves,” "that is, the. shift' from- longs into. shorts in order.to- meet
the proposed new reserve, requirements, is now largely-a thing:of
the past. . . . AR ¢ \ ;
Banks have gone from longs into-shorts, and there would ‘net :
have to be too much additional liguidation”of the more distant
maturities in order for them to ‘be .in a position to meet larger
reserve requirements.in the form of short-term Treasuries. .

THE PRICE LEVEL ~ * : TR
Prices of long eligible governments are now down to levels that

the monetary authorities are in a position. to'support, while the some-
what enlarged demand for shorts for reserve purposes would, not only7
keep that rate stable without. official help, . but it would ‘also assure ¢ -
the refunding of maturing obligations with near-term maturities. .. i«
The" ability of the member banks to create reserve balances ‘would
be curtailed by higher reserve requirements. 3¢, . This would in’ turn
' affect the trend of loans, @ -/« i ERTe w

A

powers. thatbe probably have:a much better chance ito put.‘Special. ...
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- Gold in the News

(Contlnued from page '2)
dence in various. currency pari-
ties—that is, in' the official rates
of exchange the Fund is intended
‘to . maintain—but ‘also. because
such, ‘pricestend: to make .gold-
mining; interests; dissatisfied ‘with
the: present. official- price of ‘gold.
If ‘those - interests should. succeed
in brmgmg about increases in. the
official: price: of' gold in various
“‘coyntries, it will-only-result in the
United: ‘States - ultimately - having
to buy increased amounts of gold,

- which in this time of inflation are|:

_‘not ‘needed: or-:wanted by the
Treasury,' - Official- 'Washington
thinks—and ‘very logically—that

- ~the ‘world. as a whole: would be
better " off. if . foreign':manpower

and: materials. \were"" :devoted, to

producing someéthing more imme-
dlately needed by the people than
more: gold:

- With this background it is of

interest: to revrew some recent

news on gold,

Reactwn Abroad to Fund’
; Request

The initial reactions in foreign
gold ‘black markets.to:the Fund’s
June letter: to its: members evi-
denced the belief that the Fund
would meet with considerable suc-
cess in' its gold program: - Black-
market quotations for gold rose in
various markets *and ' new g‘old
regulations were promulgated in
Mexico, the - Philippines, - the
United States United Kingdom
and ‘elsewhere. On the ‘other hand,
monetary'  conditions about the
worlpl were’ generally deteriorat-
ing, so ‘it is not possible ‘withouit
more mformatron than ‘the ‘writer
possesses to' state with any ‘certi-
tude that the- apparent tendeney
of gold supphes on the black mar-
ket to dry up is attributable pri-
marily to the Fund’s actlvmes and
pressure. :

"The “Neue Zuricher Zeltung"
(Sept 29) attributed the 'rise in
black-market  gold prices  since
mid-1947 only partly to the Fund’s
efforts,” The Swiss paper ‘men-
tioned with at least 'equal em-
phasis the new scarcity of the dol-
lar and the suspension of the con-
vertibility ‘ of 'sterling in Angust.
which" ‘strengthened - the ‘gold
hoarding tendency, “Also, it men-
tioned the growing tear of cur-
rency depreciation. ‘The artrcle
cited. the- following ipcreases’ in
black-market ‘gold prices between
mid-July and the second half of
September: gold : sovereigns. : in
Paris ‘rose from' 3,250 francs to
4,300;-in Rome, from 8,800 lire to
9,900; in Brussels, from 700 francs
to 800, in Lisbon, from 340 escudos
to . 400, in Alexandrla from 463
piasters to 517,

Another - article in the same
newspgper (Sept. 27) reported the
blasting of hopes that a really free
market could be ‘established, cit-
mg the deterioration of the for-
ign exchange ‘position of Sweden
and “Argentina. and 'saying: “In
fettering' gold deals, the Interna-
tional Monetary Fund' admits ex-
lstmg parities' can be maintained
only” artlﬁprally > The article was
pessimistic - about * the "~ Marshall
Plap’s ability to outweigh the in-
ﬂatlon forces loose abroad.

" That it will take ‘more than a
letter from the Fund to stamp out
the illegal markets in' gold, the
examplescited: below” mdlcate !

Apparent Ambiguity ‘in Fund
‘ Articles -

The Fund’s " articles: of agree-
ment (IV,; Sec, 2) clearly provide
that “no member 'shall buy gold
at 'a price above par value plus
the prescrlbed margin, or sell gold
at a price below par value minus
the ' prescribed *margin.” = The
articles do not specifically state
that a member may not sell gold
at above par.: Because of this lack
of clarity, Peru one of the Latin
American countrles which has
stpplied the ‘world’s black mar-
kets with gold at premium prices,
made inquiry of the Fund as to

the perm1551b111ty “of . such gold
sales and, reportedly, received a
non- comm1ta1 interim reply, which
m1ght have been interpreted as
glvmg Fund ' members. a green
light'in the matter. This occurred
after the Fund’s gold pronounce-
ment of' last ‘June.". ~What . Peru
wanis to do‘is to issue: gold coins
with. a - content .less. than. _face
value; in-effect, to sell gold do-
mestically at a: premlum At this

wrrtmg theFund 1s still ponder- ]

ing- the matter.
The example of: Latin’ American
mining - countries - freely ‘selling
gold destined - for the ‘black mar=
kets naturally has caused mining
interests in Canada, South ‘Africa
and elsewhere to -demand’equiva-
lent benefits. Moreover, since: gold
transactions " at:‘more " than . -par
value ‘were : being - financéd in-
creasingly. -in ' ‘pounds sterlmg,
with- the result that the pound’in
effect’ became available at a'dis-
count in'plain contravention : ‘of
the proclalmed purposes: 'of ' the
Fund, the June'statement of"the
Fund askmg cooperatlon of- all
members Became ‘umavoidable.
Thereby the Fund was expected to
eliminate “the: “illicit” traffic in
gold ‘and to scotch rumors that a
general devaluation of “member
currencies impended, The Fund’s
statement prompted the “Statist,”
London (June 28), to remark that
ihe Fund must take a vigorous
line against breaches of’ dxsclplme
lest its authority be damaged’ir-
reparably. But. as of this wrltmg
the Fund’s wishes are being quite
openly flouted by Syrla and
ebanon, and so far as is known
the Fund is unable to enforce its

policy there. Nor is that the only i

area of weakness,

Have Executive Directors Over-
ruled Bretton Woods Conference?

One authority on''the "Fund |

points out' that the reason Syria
and ‘Lebanon ignore the 'Fund’s
June request is'that the Fund has
in' the articles ‘of agreement no
power to enforce' that request if
a member chooses to disregard it.
In- the case of'the French bonus

for colonial gold production (re- | .

ferred to elsewhere herein),France
chose to obey - the Fund Now
Canada chooses to give the Fund
only ‘a face-saving ' change in
Canada’s gold program. -

One of the Bretton Woods dele-
gates tells me that it was the in-
tention of that 1944 Conference'to
permit and even encourage -mem-
pers of "the Fund to sell gold at

remium prices and that, there-
f’ore ‘the above' cited language of
Artlcle IV 'was purposely so word-
ed; on the theory  that  official
sales of gold were a good instru-
ment for combating a’ gold black
market, It is recalled, moreover,
that 'the U. S. Treasury, for “one,
during the war ‘sold gold at pre-
mium prices in India; Iran, Iraq,
and Egypt, keeping at least part of
the profit for itself.. Also; the
United = States supplied gold to
Chma for public sale.”'Chinese of-
ficial corruption subsequently
made that a scandalous chapter in
the financial history of the war,

Is ‘not then the Fund’s letter
to its members last .June.and" its
evident displeasure with Canada’s
decision 'to’ go ‘ahead with a gold
mining -subsidy-at variance ' with
the language of the Fund’s arti=
cles of agreement? -And has not
the U, S: Government reversed
itself  since 1944, 'when ' it. was
selling gold ‘at ' premrum ‘prices
abroad? Today, it is said, no one
can state for, sure what the Bret-
ton Woods Conference intended as
to-'gold sales, not even* by:exam-
ing the minutes of the Committee
which ‘handled that clause. The
tirst ‘report ‘of that Committee’s
rapporteur Prof. Robert Mosse of
France, was reportedly thrown out
as incorrect. But, in- view of the
fact that ‘the United States and
other governments represented at

Bretton Woods were then engaged
in -selling: gold at premium prices

it seems very likely that the final
language of Article IV was in-
tended to. permit gold sales at
premia,

Addltlonal Evidence

In my frles of Bretton Woods
Conference. 'material” I’ find 'a

mrmeographed ‘Conference “sheet | '

contammg alternative proposals
which were before' the delegates
on this point. The sheet reads in
part as follows:
“IX. Oblggatwns of Member
Countries. * .

“17 Not' to buy gold at a price

‘which - exceed [sic] the agreed

parity of -its. currency. by. more
than a prescrlbed margin and not
to sell gold at'a price which falls
below. the agreed parity: by more
than a prescrlbed margm

“Alterna:tive A.

“Sectxon 2. Gold Pu re lla ses
Based on Parity Prices.
““No member country shall buy

or sell gold from or to the mone-
tary authorities of another mem-
ber. at.prices which vary from the
agreed. parity of its currency by
more than a prescribed margin,”

A Mexwan Viewpoint

Consrder Mexico. The govern-
ment has taken  the requested
steps. But -gold still is leaklng
abroad.

It will be recalled that,. when
the . - Mexican ' authorities were
selhng gold to the public at more
than its peso  parity, the United
States made . representations. It
was felt in Washington that—since
the United 'States. is supporting
Mexico ‘through loans and'other-
wise, and since, under U. $, Treas-
ury policy, Mexico can ‘at ahy
time !convert its dollar balances
into' ‘American’ gold at $35 an
ounce—it-was too much of a good
thing. for the Mexican authorities
to ke. making a profit by in-
directly ‘feeding the world’s” gold
black “ markets. 'The’ ‘following
comments on 'the Fund’s® efforts

as translated from an article pub- -

lished in August in “La Nacion,”
Mexico ‘City, are therefore of in-
terest. The article, ‘discussing the
Fund’s efforts to- eliminate the
trade in gold at premium prices,
continues:. *

“All this' sounds very prefty,
but. what. about us? . .’. Has by
any chance . the Monetary Fund
concerned itself with' qur dis-
torted. balance of payments? Has
it taken any steps to biack up
silver, which the last few months
has dropped 30% of its value? .

i “After lecturing on charity —-
without practicing’ it — the Fund
goes further when it comes’ to
old sales at’ prices above moné=
ary parity . . . The Fund's thesis
is sustained by only one sihgle
government in the whole world,

while. the others are. more: in
favor of the reestablishment of a
free. market throighout . the
world. . It is certainly incon-
gruous that the Fund, which
claims tq 'be working. for the
morietary . stability ' of poor coun=
trres adepts a policy 'which. im-

(Contmued on. page 26)
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Gold in the News

(Continued from page’ 25)
poverishes the poorest and en-
riches the richest The gold
s eagerly ' desxred by central
banks flows freely in the coun-
tries which were excluded from
Bretton Woods.”

‘In the light of such views it is
not surprising - to  learn that
Mexican gold statuettes have de-
veloped a strange export market
it the Far East.

Let us take a look for a mo-
ment at the' other side of the
Pacific,

Philippine Coastline Favors
Smuggling
While' the Phillipine Govern-
ment in its July 19 -gold export
prohlbitmnl of the Fund’s. June
1Not all gold exports were banned
P{ the July order. Washington Bost and
Y. Heruld-Tribune, Aug. 3, 1947, The
' tterpp rer on . July 17 reported ‘that
raost hilippine * gold . was . being sold on
e London. free market. That market
was stopped by the British Government
oh July 24, 1947,

18 requestto-suppress the illegal
trade in gold, it claims that it-is
unable ‘to patrol-its thousands of
miles of coastline. There is more
than a suspicion  in- Washington
that Manila did ‘not welcome:the
Fund’s pressure. ‘At any rate, gold
continues to be sold in Manila by
auction, af’ premium  prices, .to
Philippine and Chinese buyers
primarily. ‘A [Philippine gold-
mining: official is quoted '(New
York “Herald-Tribune,” Oct. 26,
1947) -as saying that practically
the whole August output of his
mine, 5,800 ozs., was sold to local
Chinese at $47 an oz. “for jewelry
and . other domestic purposes.”
Most of this is presumed to have
found its way to China. The ar-
ticle from :Manila then'reported:

“It may be suspected that the
Philippine Government is by no
means. anxious to force the gold
mines to accept the statutory
price for their product if it can
still comply with the letter of re-
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ASwitzerland -are . called

quest of the Monetary Fund to
discourage exports.” - -

. The premium price is. regarded‘

in the Philippines-as an incentive
to rehabilitation of: -the mines,
which befére the ‘war constituted
the second largest element in the
country’s economy, . -the ' Philip-
pines ‘beirng moreover the: worla’s
sixth  largest prewar gold pro-
ducer.

To operate profltably, Phxhp— :

pine mines need a‘price of $50 16
$55 an oz, according to the “Far
kastern Economic Review” of May
1, 1947,

Smuggling From South'Afri_ca:
A little picture of the world

gold ‘smuggling trade’.as, seen- in.

south - Africa is contained in an
article in the Johannesburg Sun-
day “Times” of Aug. 3, 1947. The
paper reports:that a gold anti-
smuggling squad is now working
full time in Durban, in which
port gold smuggling had reached
“alarming . proportions.”. Rand
gold is constantly being smuggled
out, according" to the newspaper,
the smuggling rings operating
right at the mines. Gold. is manu-
factured - into = cigarette ' cases,
ornaments, jewelry and the like.
With a large colony of Indians:in
South Africa there is considerable
sravel between the two countries.
Reportedly one Indian.  recently
was caught smuggling out gold in
jam tins. In the shipment every
other can of jam contained gold.

The Sunday = “Times” quotes
seamen as saying that smuggling
gold out of South Africa is “dead
easy,” but getting the metal into
the UK is difficult. In the case of
the United States the sailors re-
port.there is noadvantage to them
in ‘smuggling gold into the coun-
try, evidently because it'is too

| hard to find a market for:it at a

premium. The  Johannesburg
paper reports South African gold
smuggling has as its main destina-
tions India, Egypt, Greece, Yugo-
slavia and Italy. In the  latter
country, where most of the
smuggled gold is taken — accord-
ing to the article — customs offi-
cials ~actually bid against each
other - for the -illegal gold and

i offer as much as £25 an ounce.’

Sw1tzerland and the Gold Market

For a long time Switzerland had
more gold and cash dollars than
it ‘'wanted. “Gold,  therefore, was
freely obtainable by Swiss citi-
zens, for in this- way the Govern-
ment"encouraged the sterilization
of the-inflow without cost to it-
self and minimized the inflation
of the currency.: In June, 1947,
Switzerland also sterilized gold by
selling Treasury certificates and
putting aside the proceeds. United
States paper currency, being re-
fused at the central bank, sells
legally at a discount when com-
pared’ with checks and-drafts on
the: United States. Cash dollarsin
“finance
dollars.” Because of these and
other circumstances Switzerland
for a long time was an important
source .of supply ‘for the world
gold black markets. “Finance dol-
lars,” sold at a discount for Swiss
francs, could thus be  indirectly
converted .into “gold coins-by the
delivery -of the Swiss francs to
the commercial banks of the coun-
try. The cost of gold so obtained
for finance. dollars was in. the
nexghborhood of $42 an ounce in
March.

Since Switzerland is not a mem-
ber of the World Fund, it was
under. no obligation to comply
with the Fund’s June 18 letter to
members . referred to  elsewhere
in this .article; but in August,
Switzerland stopped selling gold
coins, -after Britain’s" suspension
of - convertibility . of sterling: had

started a-run -on-Swiss-gold.~This

| terest.

tended to dry up the Swiss source

"|of black-market gold.2

That Switzerland stayed out of
the ‘'World Fund is attributed to
the fact that membership would
have obliged the country to sell
Swiss' francs for gold as often as
it became necessary to help Fund
members. ~Atthe: timethe Fund
was organized; this would have
resulted in an unwelcome inerease
in Switzerland’s’ gold 'stock and
so created an inflation problem.

* Tangier a- Haven for Capital

Tangier. appears to' bea haven
for European-owned gold and hard
currencies. The New York “Her-
ald-Tribune” reported on Nov. 3,
that much of the bar gold sola
in Tangier comes from Portugal.
American gold jewelry sells in
Tangier at the equivalent of $4¢
per ounce of -gold, which doesn’i
sound too expensive if it is really
jewelry. » Mexiean - 50-peso gold
coins change hands in that African
city at the ‘equivalent of $55 an
ounce, This compares with the
Mexican Government’s selling
price equal to $39.76 for these
coins.3

.France Offered Premium

Last May France offered a pre-
mium for gold produced. in its
colonies, although France was a
member- of the Fund at the. time.
According to “La Vie Francaise”
of Aug. 1, 1947, the premium was
insufficient to keep colonial gold
out of the world black markets.
[n any case, the French premium
is reported at the Fund to have
been  dropped. . Apparently - “La
Vie : Francaise” took a jaundiced
view "of the Fund’s desires, for it
commented: ‘“American and Brit-
‘shauthorities themselves seem to
want to 1gnore realities and to try
to-curb them.”

Situation- Described By Gold -
Arbitrageur

For an inside view of the recent
private world traffic in gold the
writer 'sought- the opinion of an
excellently informed trader, who,

from his vantage point, traced the|.

developments of the past two years
as follows. :

“The. postwar gold market de-
veloped into an internatlonal ‘ar-
bitrage market during the first
half of 1946. At first-the greatest
activity was in the China market,.
primarily " in - Hongkong Some
business also took place in Manila,
presumably also for ultimate
transfer-to. China. The Hong Kong
market was conducted in Hong
Kong dollars per Hong Kong tael.
Foreign: gold .was remelted - into
tael bars.. The Hong Kong dollars,
the indirect equivalent of sterling,
were. traded -at a fluctuating dis-
count against the official U.S. dol-~
lar/sterling crossrate, There was
also an active U, S. dollar/sterling
market in Shanghai.

The' Hong Kong . Government
eventually prohibited the impor-
tation of gold into the Crown Col-
ony, -but for a while: authorized
trans-shipment' via ' Hong - Kong
to Macao: * In effect nothing was
changed - except- for - a somewhat
greater ‘- expense and mcreased
hazard." In the end the Hong
Kong Government prohibited even

trans-shipment to. Macao. The ae-

tivities of the Macao market were
then ~transferred—as far. as the
physical movement of the gold
was concerned—to Manila,  later’
to Bangkok, and ‘'most recently to
Saigon: No direct plane'connec-
tions exist to’ Macao, hente re-
shipment from these ports. Hong
Kong, however, remained ' the

2Already in March !he Swnss Nahonal
Bank had stopped licensing gold bar ex-
ports, except where in the national in-
lllezal exports. of _course, ‘were
not eli d 'by. the: d

' For articles- on . Switzerland and. yold
see “The .tatist” (London) of Macrh 22"
and 'Sépt. 9, 1947; “Financial Times,”
Sept. - 3; “Economist,” Sept: 13; N. Y
“Times,” . March 10, Sept 1, Sept 14.. -

3 Price reported in N o £ Herahb
Tribune; May*‘lz, 1947~ =

tra‘dirig center. .So much for the

China trade.”

How Gold Traffic Is Currency
Traffic '

How the traffic in gold at pre-
mium prices was at the same time"
a channel for obtaining  certain -

currencies at discounts was made

clearer by the above authority in
describing the trade in India, Thus:

“Beginning with about August oy
September, 1946, Bombay emerged -
as a major market for imported '
gold.. Here again ' conversion- of
£ was the basis of the business.
The French and Belgian deals are
well known. Gold became a ve--
hicle for. wvarious countries that
possessed some cash dollars and
desired to acquire cash sterling at
substantial discounts, At the same
time England in effect repaid part.
‘of  her indebtedness to India’
through the acquisition of rupees
at a discount. In India the sale of;
bullion to the public had an anti-
inflationary - etfrect.

“Whether the activation of dor=:
mant sterling balances was a wise
move from England’s point of
view remains to be seen. Another
question is whether, but for the
opportunity : of obtaining .sterling
at-a -~ large : discount, Belgium,
France, ' etc., would have repaid
their indebtedness to England in
hard currency or . gold.

“In  March, 1947, the Indian
Government prohibited - the fur-.

ther importation of gold. ‘Since.

that time Hong Kong has again
become the major gold market.

There are other markets in thev

Near East (Beirut, Cairo, etc.).
Undoubtedly some of the  gold
shipped there was resold in that-
area, but part was reshipped to
Far Eastern markets—at first.In-
dia, and more recently China.”

Where Gold Black Market Gets
Supply

Commenting on the sources of
supply of the gold black markets,
the effects of .the Treasury’s’
amended export regulations in
particular and of the gold traffie
in general, my informant stated:
“The trade in gold at premium
prices -has been fed by newly-:
mined gold of foreign origin:re-
fined in the United States; for a
period, Mexican ‘centenario’ coins .
and bullion; and gold stored in
the UK’ and Canada by 'non-resi-
dents. ‘Presumably”® members “of °
the World Fund have stopped the
exportation of gold at premium -
prices, but latterly gold buddhas
originating in ‘Mexico have'
reached ‘Far Eastern markets,
while substantial quantities of 22-
karat gold are being shipped from
England, ‘which permits ‘the: ex-
port “presumably because it: in=
volves semi-fabricated gold.

“Foreign-mined’ gold refined in
the ‘U, S...A. remains. exportable
under the recently promulgated :
U. S. Treasury regulations. The :
new regulations will undoubtedly
reduce somewhat the re-export of -
foreign gold from this country,’
but, unless the goyernments of the .
producing countries prohibit pre-.
mium sales, the ‘major: portion
will’ ‘continue to: be  shipped to’
premium markets. The new regu-'
lations: will' regulate “only " the '
conduct of ‘Americans,. not how-:
ever ‘the ‘flow. of the major part :
of = the - gold. - Profits ‘‘hitherto "
earned by Americans will: be:
transferred to foreign account.”:

Advantages Seen in Gold Traffic.
! “The premium- gold market is
merely a symptom of instability
of ‘currencies ‘and lack ‘of .con-
fidence in the general economic/
and political situation. The many,
restrictions will: not end the mar--
ket. They may. drive the price '
higher if supplies fall off, but hy -
attacking the symptom they w1ll
not ¢ure the disease:

“The most serious feature is the
diversion.tp' theé purchase of gold *
of dollars. needed for . the pur- "

 chase ‘of. food, ‘clothing and. raw.’

materials. But would the dollars-

* | be available for' this purpose even .

if no gold. were shipped? In China -
gold and U: S." dollar_ bills “are:
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being hoarded. U. S. dollars from
‘emigrant remittances and illegal
exports clear through Hong Kong.
“Undoubtedly a substantial portion
of the Chinese funds which now
find their way into.gold would

remain in-the next best thing—

the dollar. -Should currency sta-
bility return to China, a large por-
tion of these funds  (a recent esti-.
mate  is that-approximately U, S.
$2,000,000 - clear through: Hong

Kong daily) would become avail-|

able to the Chinese economy and
supplement' American funds placed
at China’s disposal, . .. .-

“T'o the extent that hoarded
dollars are transferred to hoarded
gold the transaction is .definitely
advantageous, because the pre-
mium over $35 represents addi-
tional - purchasing- power by
the gold-producing countries

*(largely Latin' American); more-
over, the gold if sold to the U. S.
Treasury would have created new
money here.”

Gold Sterilization Necessary Here

Since this country is struggling
with an_ - inflationary = condition,
any addition to the gold stock is
2n  embarrassment. Hence the
Treasury has been studying- ways
and means of directly. sterilizing
the inflow, beeause it is not the
nation’s : policy to- cease ‘buying

- gold. . According to - Chairman
Marriner Eccles of the. Federal
Reserve Board, the budget -sur-
plus " in  effect  is sterlizing the
gold inflow, dollar for-dollar, Ob-
-viously some more direct policy is
called  for.

Incidentally, the embarrassment
of gold riches was used by -the
Treasury. -in: obtaining .informal
Congressional ‘ leaders’ "agreement
1o the release early this-month of
the - $400,000,000 - of -the British
Joan “impounded by  Secretary
Snyder in. August. The argument
given the legislators, Representa-
tive Wolcott has dlsclosed was
that the continued w1thhold1ng of
the  $400,000,000 from . Britain
would mean that the British would
have to send us that much gold,
to the detriment of their position
and the aggravation of our prob-
lem of unwanted gold. “By re-
leasing the $400,000, 000, Wolcott
explains, “we are rel1eved of the
obligation to accept. that. much
_gold.” If the reasoning seems
strained, it is a corollary -of our
" gold policy.” It .would hardly ap-
pear that the convertibility clause
of the loan agreement, abandoned

.in August, is being relmplemented

by Britain.

: Republican Proposal to Raise
Reserve- Ratio -

As bart of . the Repubhca'n' an- |

swer- to the inflation challenge

Congressional, leaders. .decided to|:

resfore . the. reserve ratio of the
Federal Reserve Banks—presently
~25% . in gold _certificates. -against
note - and . deposit. liabilities—to
40% . in .gold. certificates: against
outstanding notes and 35% against
deposits. . Reserve Board OffIClals
do not regard this. proposal: as
deflationary, in any way. For, the
system -as a:whole. the new. ratios
will not absorb all. the “free gold”
certificates' now held, but mere
important--it -is ‘claimed - at: the
Board—the.: - commercial .. banks

will: not - be: restrlcted in, 1he1rv

lendmg
: On December 3 the 12 Reserve

Banks held $21,418,000,000 of gold |

certificate -reserves. Total . Fed-
eral. Reserye notes in. circulation
were $24,706,000 000 and deposits,
$19,280, 000 000 Thus, ;gold - cer-

tlficates in--excess of reserve re- |!

qun'ement ~were  $10,422,000,000.
With ; the .25% reserve' replaced

by the'40% and 35% requirements,

the ‘excess ‘would stxll have been
$4,787,000,000° -on- December - 3,
Some. .of -thé: 12 Reserve' Barks
may -be pinched by the: new: re-
‘quirements, They would face the
*,alternatives of; refusing “to meet
demands - for additional  Federal |:
Reserve ‘notes,” which is* hardly |
conceivable; -or - selling ‘some - of

eir gover: ment securities, whlch

ould raise new problems o i

fo://fraser.stlouisfed.org/

The lowering of - the reserve
ratio to 25% in 1945 followed a
request- by ‘the Federal Reserve
Board. :The arguments for ‘the
lowering ‘were given at length in
the 1944 . annual’ report of the
Boatd (pp. 58-60). During' the
war, . when . exports were. mostly

on lend-lease. and, imports on a |,

cash basis, the country was losing
igold 'while liabilities of the Re-
serve Banks were increasing. The
reserve ratio ‘had declined from
91% at the 'end of ‘1941 to 49% at
the end of '1944. Latterly there
has been a heavy gold inflow, so
‘that the reserve ratio -early in
December: again stood at 48.7%.
Since deposits and notes are in-
terchangeable; there is no good
reason to agaia differentiate in
he reserve ratio for each.

NAC Expresses Displeasure
: The statement issued on Decem-
ber 12 by Secretary of the Treas-
ury Snyder on behalf of the Na-
tional Advisory Council evidences
"he American Government’s’ dis-
pleasure over . Canada’s proposed
Jold 'subsidy. It is clear that the
United States is'using the World
fund to bring pressure on other
countries to minimize resort to
gold subsidies.:.-The NAC' adds
that . the United States “would
view with displeasure . any ten-
dency for countries to become de-
pendent on ‘subsidized’ gold pro-
Jduction as a solution to the prob-
lem of arriving at and maintain-
ing equilibrium in their balances
of .international. payments.”. In an
effort to stave off subsidy, de-
‘nands from Ameérican. gold  min-
ing interest, the NAC says “there
iare no grounds whien. would jus-
tify instituting’ a ‘subsidy: to en-
courage the productlon of gold in
this country.”

Persons -.unfamiliar ' with the
subject might interpret the NAC’s
statement ad a threat to cease
Juying gold from ‘countries sub-
sidizing ' the metal, as Canada is
iabout to do. ' Such persons are

tunfamiliar with  the firm ' place|.
which “gold holds in the:thinking |
of those who make this country’s |
Inciden- |
tally, - for ‘'the United ~States to|:

nolicy .on such matters.

cease buying gold from any mem-

ber of the Fund might open ques- |:

tions of 'interpretation of the ar-

ticles of agreement of the Fund |

bearing on exchange control. @ A

question . the -writer' has . heard |:
iasked is: Would the United States|

in such event be required to im-
pose -exchange controlg? At pres-

ent dealings in the Canadian dol- ||
lar in New. York at a discount are

permitted under the' Fund agree-

ment, * because  the United -States

is buying gold from Canada,

Gold Subsnlles at'the Bretton
. 'Woeds: Conference -

- During “a 'press conference at
Bretton Woods in 1944 the writer
asked. Secretary -Morgenthau
whether - domestic subsidies of
gold mining were permissible un-
der the Fund agreement.- The an-
swer, supplied- by Mr. Morgen-
thau’s agsistant,” E.- M." Bernstein
(now. on ‘the Fund’s-staff), was
that domestic subsidies-do not-af-
‘ect 'the exchanges and -therefore
are permitted by the articles ‘of
agreement.” Later. in.the .course
of ‘the  House' Banking and Cur-
rency Committee’s hearings on the

Bretton Woods .program Mr, Har- |

ry White, then with’the Treasury,
testlfxed that domestic gold-min-
ing -~ subsidies were ‘permissible
under -the Fund agreement. The
following is from the hearings:

Mr. Monroney: .
in some marginal mmmg of gold

to increase our stock that we | |

should subsidize ' mining of gold,

would that mterfere with ‘our ac- '

cumulation of . gold stock?

" Mr. White: No; that has only to]!
do with the buyl_ng, and 'selling ‘of ||
gold ‘on the international market.

Mr. Monroney:  In other words;
we would do what was necessary

to. increaseyour gold production | || |
here. by subsidy’ ‘or even ' price to|-bs

..if .we found ||

our own nationals? [Itahcs sup-
plied—HMB] -

Mr. White: That is correct

Miss Sumner: On that point, is'

that only' 5 years? -

‘Mr. Whlte No, that would be
permanent

Gold Mining Subsidies Take
“¥Yaried Forms = -

Ian the matter of gold-mining.
subsidies, as Canada has just
demonstrated,. there are various
ways of skmmng a cat. ' Direct
paymeénts per ounce are the most
obvious method. Less directly re-
lated ‘to the price of gold is a
payment per ton of ore mined.
Gold mining is sometimes assisted
by exemption from restrictions
applying to other businesses, Gov-
ernments have helped in many

;| +ases by - gxpediting ‘imports . of

mining machinery as South Africa,
t0 - name: just one’ example, did
even during the war, There is
probably no gold-mining country
which .does not asgist' its mining
industry in one wsxi or another;

South Africa em loys various
devices.” The richer mines bear
teavier taxes, so as to make pos-
sible - operation: by marginal pro-
ducers, 'The ‘governiment has ar-
ranged for labor imports, dealing
directly with the Government of’
Portuguese East Africa. Also, the
South African Government has
helped the industry by removmg
restrictions on ‘workers brought in
from tropical = Africa,  contingent
upon - air- condxtlomng of the
imines. :

Mention might be made of the
South African Government’s mo-
nopoly of dynamlte

Gold mining-is also' subsidized
through -government financing’ of
technical research and on- the—]ob
training. - Another help  given in

{some countries is the construction

of railroad spurs to mining areas.
Members of the Congress from the

Rocky Mountain "states -can  give

other ‘mining - countries a- few

/| pointers on public roads as an aid

to mining. Tax relief is used in
several .countries, including Aus-
tralia, ‘Belgian  Congo, Canada,
Colombia and Southern Rhodesm
Colombia has. provision for pub-

licly~financed housmg for gold—\‘

mine ‘'workers, ;

In- general Latin Amerlca does
not go in for direct gold subsidies.
Preterential rail rates’ are  fre-

| quently found in this hemisphere,

however.. During the war Latin
American embassies in Washing-
ton ‘were especially active in se-
curing . gold-mining’ machinery
and supplies for their nationals. In
some Lation American countries
gold mines are allowed to sell
their product at premium prices
in' terms of local currency. Ni-
caragua has:.given its gold indus~
try considerable aid, since’gold is
an important factor in the coun-
try’s balance of payments,

In times of depression the big.
gest subsxdy to .gold mining, of
course, is the maintenance of ax
unlimited fixed-price market for
the yellow metal at the American
and other Treasuries.4

Gold-Coin : Minting Preposed

‘Representative . Howard Buffett
(R.,  Neb.) recently announced
that legislation will be introduced
providing for' the resumption of
a gold-coin standard in the United
States. . Mr. Buffett feels . that
the country has a gold stock large
enough to permit the citizens the
luxury of putting some of . their
savings into idle gold, if they wish
to do'so. Since the government
has to sterilize inflowing gold as
an anti-inflationary. measure,.one
way or another, there is.no doubt

4 At the International Conference "of
Zconomic . Services held ~at Pontigny,
Erance September, 1938, a paper by ¥.
w.
Supply, discussed the main classes . of
Government aid to  gold. mining. Cf.
“Econntmu:a,” November 1938,

Pmsh Causes_ of Changes in : Gold |

'that at this time the flow of some
J-of our gold m!:o private hoards

would be beneficial from the im-<
mediate national standpoint, jus€
as durlng the depression the call+’

ing in of -privately-owned 'goki¥

enabled the government to add toF
tlflf Ctl'edlt base with the opposnt&
effec :

One posslble dxsadvantage of re<-
suming the issuance of gold coin®#
might be the encouragement. somer’
time in the future of an organized
campaign for- the nationalizatiors'
of gold at a premium. We haves
seen 'in the 1930’s how much &
campaign by silver hoarders sue-
ceeded, and the Committee for thes
Nation’ demonstrated the power of'
organized propaganda seeking a'
higher: price for gold.

Metal ercles Advance Similar
Idea

From metal circles comes the:
novel proposal that  citizens be-

-allowed:*to buy gold bullion from: =

the goveérnment. without neces~:
sarily having coinage resumed. A

correspondent writes me as Iol»- ;
lows:

“The predicament in which we
shall find ourselves is td some ex—
tent " the result of  the -extreme’
monetization of gold whereby by
law only the U. S. government:
may own monetary gold bullion.
The raison d’etre for gold is it#
value. as a storage of - wealth.
Today -we own'gold only by prexy
in Fort Knox. We hold warehouset
certificates (banknotes), but these"
warehouse certificates do not en=
title us to 'demand delivery ‘of’
the goods. There is the danger of
gold. ultimately losing-its attrac-
tion: to-the :Western public if the
individual loses his contact with:
gold. I should not be surprised’
if at the present time the Amer-
ican 'public 'would -appear as a
buyer of gold if permitted by law.
Instead of a flight from the dollar

» (Continuecl on page 28)
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$11, 22930692
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$173,553,561.13
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13,635,293.49
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* 1074938692

479.920.00"
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(Credit Isswed. . ivoyvisivyoass

- i Deposits R
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- Capital
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Gold in the News

(Continued from page 27)
through the purchase of stocks or
cpmmodmes or durable and con-
sumer- goods, excess funds might
find their way into gold. The de-
flationary effect need not be em-
phasized. I am not necessarily
advocating ‘convertibility ‘ of cur-
relicy, but merely suggesting that
the private holding of gold bullion
be"permitted.. "If the government
would ‘reserve -the right to sell

gold “to “the ‘public' (permissive
Teg slation) it could easily: con-
trol"the “price.
. “Under the Gold Reserve Act
of 1934, gold in its natural state
may be freely held by the public.
I understand that sales of such
gold at ‘substantial premiums over
the $35 price are being made. This
may be an indication of the popu-
lar attitude,. /¢
“The Umted States has a large
stake in gold. ' For' our gold stock
$22 billion. worth of goods and
_Services have been sold, mainly
to foreign- countries, and accord-

ing. to' present indicationsg -this | !

amount will increase by further
billions of dollars. - Extension' to
the rest of the world of the Amer-
ican system of monopohzmg own-
ership of gold in the State. could
have serious Jong-range repercus-
sxons. The value of gold depends

only in part upon American leg-
islation. The desire of the indi-
vidual, especially the Oriental, to
store his wealth in gold is also a
major factor,

“The approach frequently found
in official circles that it is more
important to buy food and: clot
ing than'to'sterlize’ money in gold
cannot be reconciled with the de-
sire of the American government
to limit its own gold “purchases
because -of, the' inflationary 'dan-
gers. The argument ’occasionally
heard that ‘labor could ' be ‘more
usefully employed ‘than in the
mining of gold, which adds to in-
flation,. cannot be reconciled with
the selfish interests of dollar-poor
pations. “Here again it séems ’that
the- purchase of gold by: nationals
of hard-currency countries instead
of - by their 'governménts ‘would
nelp to solve the problem.

“One ‘of the interesting phases
of the problem of gold is the fe-
luctance of Switzerland to accept
it’ in settlement of her American
balances. Sw1tzerland is afrald ‘of
the inflationary force of the in-
flux of so mich capltal into the
small country. Is it the first s1g-

nal in the breakdown of ‘gold as
mternational currency when  the
two countries with the. strongest
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STATEMENT

$127,685,624.53
. 310,972,475.50
7,794,976.81
5,380,493.50
124,180,873.98
1,440,339.26
£60,000.00
2,207,994:41
1,217,464.33

currencies substitute an artificial
exchange relationship for gold?”

Representative Stevenson’s Plan

The stock of gold at Fort Knox
should be turned into supplies for
needy' Americans, Representative
Stevenson (R, W1s) advocates.
He holds that'the United States
has paid- heavxly for the: ‘“‘useless
gold™
taken out of “the hole” ‘where 'it
is i'stored’ and ‘turned’ into.'wheat
and fuel for'the American..poor,
the Washington “Evening’ Star”
reports. The speech, perhaps not
inappropriately, was' delivered by
Mr. ' Stevenson 1n the Natmnal
Museum.

“When: he speaks of “useless
gold,” 'the WiSConsm Republican
is'not far out of step’with the
Administration for, according " to
reports from Ottawa the "‘Amer-
ican Treasury used the’ same’ ex-
pression in'its efforts to: dissuade
Canada from SUbSldlZlng gold pro-
duction. -

World Fund’s Report on Audit
In the Fund’s Report on Audit
for the year ended June 30. there

are several references to gold. Of |

the 44 members: on’the date men-=
tioned, 17 had paid their subsecrip-

tions in full, and in‘doing so each |

had paid- gold of-a dollar ‘value

equivalent to-at least 25% of its| -

respective quota; Ten other mem-

bers had paid their subscriptions |
in full while making in gold a|/

provisional payment equal to:10%
of -their gold and dollar holdings
as reported to the Fund. “In each
case,” ‘reads the report, ‘this pro-
visional gold payment . . . is sub-
ject to- possible adJustment - The

110 ‘'members which have made

such ‘provisional ' gold ‘payments
are:

Chile Ethiopia

Costa Rica France
Czechoslovakia India

Denmark Luxembourg
Egypt United Kingdom

In Peru’s case, the auditors
doubtfully noted that payment of
subscription was made in full, the
gold portion being' equivalent to
10%. of Peru’s ‘gold and dollar
holdings as reported to the Fund.
Subsequent letters from ‘Mr. Gutt
to Chancellor Hugh Dalton make
clear that this payment by Peru
has been accepted - by the Fund
as definitive.

Apparently Iraq paid no part of
its subscription in gold, the, audi-
tors reporting: “The subscription
of another member, Irag, was paid
m full but exclusively in national
currency” and securities. On the
basis of information: supplied by
the Fund, it i§ understood that the
executlve directors have approved
the payment of Iraq as final.”
Managing Director Gutt, however,
states” that' final acc'eptance of
Iraq’s subscription has'not yet
been approved, in a letter of Aug.
15 to Hugh Dalton, then Chair-
man of the Board of Governors.

In calculating the members’
gold payments ‘the Fund counts
as such payments‘of U. S. dollars.

‘At the time of the audit, June
30, there were  unpaid balances
on the subscriptions of 15' mem-
bers. - In the cases of five mem-
bers the balances were due and
payable, the ‘other 10 being not
dpe until a par value is estap—
lished,  “Explanations” " given in
the auditors’ report about the fiye | L
delinquents follows: Bolivia was

-awaiting approval by its Congress

of “the international instrument
concerned.”” With Honduras, with
which  the Fund has had very
troublesome . correspondence, the

rnatter “is currently under re-
view.” For Panama the report
offers no satlsfactory explanatlon
Turkey “completed payment of 1ts‘
subscription in July, 1947 by de-
livery of a non- -negotiable, non-
interest bearing -demand note for
the -amount of 78,250,000 lira. p

“| the: Congress

and - proposes’ that it be|:

ilar demand note, was prepared
to complete payment as soon'as
of that country
should approve, -

The 10 members whose sub-
scriptions were not yet due at the

time of the audit were:

Brazil Yugoslavia
China . Poland
Domlmcan Rep Italy
Greece Syria® -
Uruguay Lebanon

‘The: Fund' has set” certam Te-

‘quirements to be met by members

in' delivering gold to. its depos-

itories. Such'gold must be in bars

at'least. 0.995 ‘fine and weighing
approximately 400 -. ounces. .- If
members deliver "gold dev1atmg
from ' these " requirements, they
must. pay in gold an amount, de~
termined by the Fund, equwalent

1o ‘the:cost of converting such-gold

into; ‘bars . of ; the required’ weight
‘and fineness.. Secondly, the assay
must be recognized by the depos-
itory in question.. Thirdly, mem-
bers must bear all charges of the
depository for taking the gold into
custody.

During the year ended June 30,

Depository— :

Total

. Among various amendments and
additions to the Fund’s Rules ‘and
Regulations adopted by the Exec-
utive Directors between Feb. 7and
Aug. 14 are several - relating to|:
gold.” One is a technical amend-
ment (D-2) relating to' gold pay-
ment-when a member’s quota is
increased. . The Executive Board
may reduce ‘the proportlon of the
increase . to .be paid in. gold. A
new’ section , (F-4) ‘authorizes
transactions of members in gold
within': Y4 of 1% of parity, ex-
clusive of certain charges speci-
fied in the section. Under another
new section  (I-8), “When = any
member offers gold to the Fund
pursuant  to Article 'V, Section
6 (a), the Fund ‘'shall levy acharge

(unless in particular cases. it de-.

cides otherwise) to cover the esti-
mated’ costs that” would be in-
curred by the Fund if it used the
gold 'so acquired to purchase the
currency it has sold bl

Greece Resumes Gold Sales

Early in December the Greek
Government, with the approval of
the Umted States aid mission, ar-
1anged to resume the sale of gold
sovereigns as an anti-inflationary
measure. . According to the New
York “Times” correspondent, “the
rocketing price of gold was begin-
ning to threaten the fiscal basis of
the United- States: aid program.”
Durlng the previous’ four months,
the price of the gold sovereign had
risen from 150,000 drachmas to
198,000 with commodlty prices fol-
lowmg along. An mterestmg detail
of the new policy is that the Fed-
eral Reserve Bank of New York is
to supply. Greece gold sovereigns
in exchange for French and Italian
gold coins, since the Greek public
wxll pay more for, sovereigns, This

“swapping”. of 'gold by the two
central banks will jnvolve no loss
of gold to the United States, It
is reported that earlier efforts of
Greece to arrange similar swaps
with the United Kingdom, Egypt
and India were fruitless.’

! The Greek pubhc s taste for
soverelgns reflected in its willing -
ness to pay for them. more. than
’ow1ce what the Bank of England
will pay, was, stimulated. during
the war by the Brltxsh Govern-
ment’s action in supportmg the
Greek resastance movement with
about 2,000,000 gold sovereigns.
The Germans also, it is reported,
brought in an equal amount of the

Banague de ¥rance.. .. ... _____.___ :
Res erve Bank ‘of India.______ . -.l:.
Bank of England._'.'.'_ _______________
Federal Reserve Bank of New York.

""Disvcrepancy‘in snn\mation due to abbreviation of items

the only movements of Fund gold
were two transfers aggregating
4,857,242 ounces’ from the New
York - depository tothe London
depository. In these cases, it is'
learned,” there was no  physical
shlpment since prevailing gold-
movements are toward the United
States. . The ‘two - transfers were:
occasioned by/the provision in the
Articles of Agreement that at ledst’
40% of  the ‘Fund’s 'gold ‘should

«:| be*held ‘initially :-in ‘the’ deposi=: -

toriés designated by'the members

having the ‘2nd, 3rd, 4th. 'and 5th. .

largest™ quotas. , As". the Articles.

read, the requirement holds only- 3

as of the start of the' Fund’s” oger-
ations,” and"is no longer binding.
The exact language reads: “Init s
ally, at least one-half of the h'ol‘df'
ings of the Fund .. ¥ ‘must ‘be
held in the country w1th the larg-"
est quota. In the'Committee which
drafted the lahguage ‘at ‘Bretton:
Woods there was considerable dis-'
cussion over whether “to put ‘a:
comma. after “at least.’ If was
finally decided to' leave the 1an-'
guage a bit ambiguous.’ =

On June 30 the Fund’s gold was-
held as follows: ;

Thousands Percent
of fine ounces of total
2,283 . 5.94.
785 2.04
13, 558 35.30°
21,782 56.72
...... #38,409 100.00

are now held by the Greek publxc’
about 1, 500 000 soverelgns ¢

Argentina Asks Gold Redlstnbu-'
tlon ) ¢
At the Havana 1TO Conference
Argentina through' its representa-,
tive Diego Luis ‘Molinari, “is re-
ported’ as blaming the concentra-
tion of most of the world’s gold at
Ft. Knox for present world trade
troubles and 'as ‘proposing ‘an
xnternatlonal monetary conference
to correct the situation. Argentina’
seems to share ‘the recently-ex-
pressed ideas of Britain’s Foreign
Secretary Bevin, The latter’s pro-
posal 'that the United ‘States'.di-
vide up the' gold chips it has ac-
cumulated seems to have had in
mind a feature of the Paris Report’
on' the Marshall Plan calling".for--
the ‘United 'States 'to strengthen
European currency reserves with
a'few billions of American gold

Conclusion

Gold continues to play.its tradi-"
tional role as a. settler of inter-
national ‘trade-balances. Thanks
largely to American official pol-
icy, as expressed 'through ‘the :
Congress, the yellow metal’ still’is
generally used in governmental‘_
monetary bookkeeping ‘every-
where. - The deterioration and"
destruction of currency values at=:
tendant upon the necessities “of-
war and' the ineffectiveness of
many governments in ‘times- of’
peace have caused people in trou-’
bled areas to flee more and more'
from inflated paper to the tangi-'
ble, valuable, portable, ~durable’
and concealable store of wealth’
which is called: gold, ‘To 'those
who can get it gold offers a' re-
assuring,  if often illicit, ‘refuge-
from: unpleasant reahtles Such
persons are willing to pay-a pre--
mium for escape, and so-long as
there are others who have gold to:

sell and who see no harm in'meet-’
ing that demand, the World Fund.
will have a problem on its hands "

prson Greer Joins:
Blair in Phqladelphla

PHILADELPHIA PA.—Blair &
Co., Inc., 123 South Broad Street,
announces that Robson L. Greer
has become associated with them.’
Mr. Greer formerly was with the. -
Philadelphia office of F. S. Mose=

coins. It is estimated that there ley & Co.

Venezuela, which delivered a sim-
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As We See It

‘(Continued froin first page)
these individuals ‘depends upen the ability of the pohtn- i
"cal authorities to continue indefinitely to “ng” a‘market
now well-recognized as‘resting upon ‘uncertain founda-

_:“tions, or else upon the willingness of tliese-authorities

. to take whatever drastic steps are necessary to “unrig”
it without almost -prohibitive destruction in the eco-
nomic system in general.’ !

Facts to Be Faced

These are not pleasant facts to contemplate, but they
are facts and it is never well to turn away from facts merely
--because they are not pleasant. It may or may not prove
possible to evade the issue for a considerable period of time,

1t may be that the insurance companies, savings banks and|

others holding large blocks of long-term Government obliga-
tions will presently accept as a fact the alleged ability of
the Treasury and the Federal :Reserve: to determine and

» give' etfect to any’ levelvof prxées they -decide- upon. They|
" 'may presently become quite ;convinced that these author-|.

ities' really intend indéfinitely to .fix the yield on these
issues at the'current official level. In such an event they
" presumably would not be inclined to flood the market with

» their present holdings and would be. willing to. take more of

~them as time passes — except of -course so-far as suitable

. corporate issues and other available investments offer them-

| the heart of ‘our: economlc system are- heav1ly involved in
Government bonds. | )

- Most of these. mstntutwns——upon whlch, of course,
the livelihood of many individuals depends-—acqulred

“these deficits of the national Government at prices far .

_above any that would have prevailed had matters been
left to take their natural course. It is more than a case
where the markets were rigged in the sense that insti- -
tutions .under the control of Government “supported”
the market whenever it was thought necessary. The
deficit financing:of the past decadeyand a half, by its -
very nature, created a superfluity of funds whxch could -
not well fail to bid up available investment media to -
levels not warranted by the basic economics of the situ-
‘ation then existing. What is mere, attacks upon busi-
ness were for so long so severe—and still are, for that
matter—that the normal demand for funds character-
istic of a growing and healthy economy failed to appear.’
It would obviously be neither fair nor wise to oblige in-
vestors in Government bonds to-take all the losses inci-

“'dent to a correction of this underlying situation,

But means of avoiding such results have been suggesteo
from time to time, and doubtless there are others. Out oi
them a way could without doubt be fashioned for a feasible
reinstatement of sensible practices in these matters — pro-
vided they were accompanied by a return to soundness.ir
general policies'to offset whatever deflationary effects arose
from reform of credit and money policies. -Recent events

R C. Schmeriz & Co.
-Formetl in Plﬂsburgh

PITTSBURGH, PA—R. C. .
Schmertz & Co., Inc. has beem

- | formed as successor to the invest=

ment business formerly conducted
in the Union Trust Building by
Phillips, ‘Schmertz & Co., a parts

' |'nership formed 'in 1935° by Mn
| Schmertz and the late William H,

Phillips,

Officers of the new fll‘m are
R. C. Schmertz, president; D. W.
Yealy, Vice-President and Treas=
urer; Arthur Batty, Vice-Presi=
dent and Assistant Secretary;
L. R. Schmertz, Jr, and S. J.
Titus, Vice-Presidents; and S.:J.
Landser, Secretary and Assistant
‘['reasurer, ’

C. B. Ruch Assk: Treas.
For Wm. E. Pollock Co..

Clarence B, Ruch Is now as-

lock & Co., Inc., 20 Pine Street,
New York City. He has been wxﬂl

sistant treasurer of Wm. E. Pol= -

- selves.at satisfactorily higher yields. :

; Such may -he, we repeat, the course of events dur- .

ing the months immediately ahead—and then again, .of

course, it may: not be. Investors throughout the length
-and -breadth of the land have:been Joltmgly reminded

. during recent weeks that they reside in the palms -of

«''the :hands of officialdom. ‘They have been'given an
-excellent : object: lesson in the undependability -of- the

. . authorities, which suddenly-and without the slightest
“warning  appear. to_be. able ‘to.change 'their mind and
modify their market. policy -overnight. ‘It may be some
time before the confidence of investors in Government -

obligations will fully recover from the shock.it has suf-

fered from, first, the “open mouth” policy of some weeks

‘f.ago, and then later from the sudden ‘“pulling of the .

plug” in the bond market on the day before Christmas.

Only a Postponement

~ But even full recovery ‘will and, in the circumstances,
could mean only a postponement of the day when a reckon-
ing has to be made. The market remains the most “rigged”
affair ever known in this country at all events, and as time
- passes, if -business continues to develop as we all hope it will,
and particularly if ‘it continues to suffer from the present
handicaps  in financing itself with its own earnings, the
Treasury must face increasing. competition from other bor-
rowers ready to pay much more for the funds entrusted to
them. It likewise remainsto be seen whether the authorities
| -~can devise a technique which will sustain the present highly
artificial market ‘for Government bonds without at the same

| time enlarging the money supply and thus further encourag- |

ing inflation —:which, of ‘course, in its turn greatly enlarges
theé burden of those who would keep interest rates artificially

to contract the existing supply of money.

Recent - events should at least “have ‘revealed, if
‘revelation of ‘the ‘sort was necessary, just -how muddle-
headed officialdom can be. With the Federal Reserve
authorltxes and the Treasury at ‘loggerheads, a-eam-
“paign was: launched which seemed to-have something
to do with halting bank purchases of; ;long-term obliga-
tions, and persuadmg these institutions .to return -to

| >-short-term issues, meanwhile .avoiding the making of
' *further loans-to-business. Precisely what it has accom-
/. plished is far: from clear; or, for ‘that matter, what ‘the

i any. rate; the affair ‘canscarcely: serve ‘to :strengthen

«1r-confidence in the competency of those ‘who undertake

'+ “to manage the financial affairs of the: country, includ-"
‘ing; of course, the monetary and banking system.

Lessons of Experience

' Recent events will have been wholly’ without profit if
- they do not-suggest that we can not by -any stretch of the
imagination afford to delay longer in eradicating this situa-
tion: from the economic system. This excission would, of

i ; course; be a difficult, possibly painful and certainly delicate |

operatlon Skill of the first order would be required. De-
termination and understanding of the fundamentals of good
-government and sound economics would be essential. The

|
1

.~ commercial banks of the country have large funds invested |
n in. Government obligations — a. moderate portion of them,|.

long term. Savings banks, insurance companies, building and
.and loan associations and ~many.otherinstitutions- clese to

figitized for FRASER
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low. The whole matter is further complicated by the need

rauthorities: thought:it could or’ought to accomplish.. At “+{*

should hasten their formulation and adoptioen.

‘| the firm as cashier.

'lRUST CO\IPANY

‘Corn EXCHANGE BANK

ESTABLISHED 1853

- REPORT OF CONDITION ,
At the Close of Busmess, December 31, 1947

ASSETS

Cash in' Vaults and Due from Banks . -, . . .

U. S. Government Securities . .- . %
($21.812,302.30 pledged to secure deposits
and for other purposes as requlred by law.)

. Federal Reserve Bank Stock ., . . . ¢ 3§
State, Municipal and Public Securities
Other Securities . + ¢ ¢ o o o &
Loans and Discounts ¢ o o
First Mortgages .. v o o o« o s
Customers’ Lla}nhty on Acceptances
49 Banking.Houses . . ' ¢\
Accrued Income Receivable o o
Other Assels s oo o o o o

e s

LIABILITIES ;
$15,000,000.00
25,000,000.00

Capital ¢ -4
Surplus . .

® 8.8 @ . ) . . L] .
[

: UnleldCd Proﬁts . u. R l. ! :

Rescrve for Taxes, Expenses, €lc.. o v o 4. e
4l P ?

LI T S

Acceptances Outstanding '+ o ¢ o s o+ o $ ]003 376 54
448,207.63

Less: Held in Portfoho P R 148,207.03
D(’I)OS“.S D S ST TR S ) LI ) . o’ P e e
(]ncludc_a $6,124,958. 6‘) U.’s. DtpOblll)

BOARD OF DIRECTORS

RALPHPETERS: IR, &
President

“ROBERT ‘A. DRYSDALE #
Senior Pariner
Drysdale & Complmvr iy

DUNHAM B. SHERER

Chairman

Mills, Inc.

JOHN H. PHIPPS
President, Capital Citv Rroad.-
casting Corp, Tallahassee. Fla,

.o EDMUND Q. 1ROWBRIDGE
Retired

- MYRON B
C. WALTER NICHOLS FMLRONBLLL

Chairman, Nichols Engineer<
“-; ing=& Research Corporution

GEORGE DOUBLEDAY.
Chairman, lngcrsoMRund
Company

HENRY A. PATTEN
Vice President

Ine.

BRUNSON §, \I:(HICIIEV

Consulting Engineer Retired

WILLIAM G. TIOLLOWAY
Chairman, W. R.Crace &

Company ance Compuny

The Corn Exchange Safe Deposit Company operates vaults in
56 of the 74 branches located throughout the City of New York.

United States Savings Bonds are on sale at all-offices,
,Menzbe}' Federal Deposit Insurance Corporation.

» &8 28 ,082,5 0.12

JAMLES A FULTON+
President; Home Life Insur-

$214,445.596.39
508,552,309.09

1,200,000.00
10,602,955.21

879,940.00
79,963,291.35
1,590,775.05
. 480,268.52
. A L 7,804,601:60
2.274.906.94
s 287,942 57

C 0 3.592,842.62 % 43.592,842 62
1,640,265

.08

645,308.91
~182,204,169.61

38 28,082,586.72

b HFRHFRT T. STURSBERG
Treasurer, Liningston W.orsted

JOHUN R. MCWILHAM
C U Evecntive Vice President

President, A, 1. Bull & Co.,

SIDNLY A. KIRKMAN




30 (126)

'THE COMMERCIAL & FINANCI

R R
I R

AL CHRONI

waeler "

CLE

r
it

)‘ "I;hursday,‘nJanuary 8,-_ 1948

(Continued from'page 3)
or unless taxeg are reduced, the
cash' surplus will be about $6.5
billion to $7 billion. It will be
running an even higher annual
rate during the first quarter of
1948. Such a large surplus can

be a very depressing influence.
(4) Inventory accumulation,
which has been going on at a
moderate rate (perhaps $2.0 bil-
lion a year), may cease. Substan-
tial additions to inventories will
not be needed, even though there
is some further:rise in production
before a recession  starts, ‘Some
astute businessmen believe that
the accumulation of inventories
has already gone farther than

producers are willing to admit.
(5) The net volume of exports,
which will be about $9 billion in
1947, will probably drop. The de-
. crease may be as high as $3 bil-
lion. This will occur even though
. 'substantial aid is given under the
Marshall Plan.  Such aid will in
large part merely replace the ex-
hausted foreign exchange of some
countries. ‘Imports have been ab-
normally low relative to Amer-
ican production but are running
above the corresponding months
of 1946 and, as productive capac-
(ity throughout the world is re-
stored, sales of goods to the United

- States will continue to increase.
(6) Not much further expansion
_of expenditures by business con-
. cerns on plant and equipment is
¢ likely in the near future. Con-
« struction 'costs are so high that
+ enterprises spend on only the
most urgent projects. Dividend in-
creases are reducing corporate

* savings, conditions in the money

 The State of Business

market are not favorable to float-
ing new issues, particularly equity
issues, and the banks are showing
signs of caution in making term
loans. Despite the expansion . of
commercial loans the holdings of
cash and demand deposits of bus-
iness concerns appedr. to be de-
creasing.

(7) Even though no action is
taken by the-government to re-
strict the expansion of bank cred-
it, uncertainty over long-term in-
terest rates will increase and will
make insurance. companies, sav-~
ings banks, and commercial banks
increasingly reluctant to purchase
long-term  obligations at present
prices. The difficulties in financ-
ing programs for expansion may
force business concerns to curtail
such expenditures, the demand for
capital goods is likely to drop, and
spotty unemployment may appear
in the capital goods industries.

(8) A third round of wage in-
creases is certain. If inflationary
tendencies are weakening, as the
above analysis suggests, business
concerns will have difficulty in
passing .on . the ' third, round of
wage increases in higfler prices.
Hence, ‘the third round .of wage
increases will encroach seriously
upon  profits and will -be defla-
tionary.:

To all of these specific reasons
for expecting a recessionshould
be added the important point that
the economy is undoubtedly more
vulnerable to unfavorable devel-
opments than it was a year ago.
For example, part of the accu-
mulated need for goods has been
met, inventories have been built
up in relation to sales, there has
been a considerable  increase in

"CHEMICAL
BANK
TRUST COMPANY

Founded léZ4
. 165 Broadway, New York

CONDENSED STATEMENT OF CONDITION .~
At the closq of businéss; December 31, 1947 .

ASSETS

Cash and Due from Banks

..S. Government Obligations

State and Municipal Bonds

Other Bonds and Investments

Loans and Discounts
*Banking Houses

$394,152,052,45 .
©1420,748,657.68
71,489,864.53
64,159,482.50
449,400,552.30
179,793.50

*Other Real Estate
Mortgages

2,231,564.11*
88,209.88 .

Credits Granted on Acceptances______.
Accrued Interest and Accounts !

Receivable :

7,695,223.86
3,034,088.10

Other Assets

800,619.57

$1,413,980,108.48

LIABILITIES

Capital Stock__—~_
Surplus______ - .
Undivided Profits.

Reserve for Contingencies

Reserves for Taxes, Expenses; etc.
Dividend Payable Jan.2,1948_ .

$25,000,000.00
75,000,000.00
8,149,916.91

$108,149,916.91 -

4,297,301.92
4,179,327.24
" 1,125,000.00

Acceptances Outstanding 11,786,504.62

(Less own acceptances

held in portfolio)
Other Liabilities

867,651.36

10,918,853.26
1,222,672.94

Deposits (including Official and Certified
Checks Outstanding $48,278,790.34) 1,284,087,036.21

$1,413,980,108.48

Securities carried at $25,695,528.26 in the foregoing
statement are deposited to secure public funds
and for other purposes required by law,

:}Assessed Valuation $3,991,690.00

Charter Member New York Clearing House Association
ember Federal Reserve System
Member Federal Deposit Insurance Corporation

Pigitized for FRASER
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"I, (3) About one-fifth of the gross

|struction, durable producers goods,

| continue to be dominated by: the

short-term - debt « (though = the
amount is.still small in reiation to
incomes), and there:has been a
rise of price§ relative to holdings
of money and other liquid assets.

II1.

The foregoing is the best case
for an early recession which I
have been able to construct. - Per-
naps the reader can add to it. In
some respects the foregoing pres-
entation greatly overstates ' the
case for recession.. For example,
an increase in production, as 1
shall point out presently, may be
inflationary rather than defla-
Jonary depending upon how thé
increase is financed. Weakness. in
cereal prices will not spread at an
early date to most .tood prices,
especially to meats. which will be
scarce for another.year. A budget
surplus need not be seriously de-
flationary or even deflationary at
all. It depends on how the sur-
plus is used. If the government
uses the surplus to retire secu-
rities' held by the ‘general pub-
iic, the surp.us will help corpora-
tions float new issues.. If the sur-
plus is, used, to retire .issues held
by_the commercial banks, it will
enlarge bank reserves and stimu-
late the expansion of bank credit
—possibly to a dangerous degree.
Although ‘uncertainty over. long-
term interest ;rates . could - inter-|
fere somewhat with.the financing,
of programs of expansion and re-.
placement, the effect.upon the de-
mand for capital goods.would. be.
limited. Only the most.urgent. ex-,
penditures are being;.made: and.
these are being financed,t0.an.ab-.
normal extent out of.profits.and.
depreciation allowances,If - neees-,
sary, part of these expendifures
could be financed by intermediat
term bank credit. A third:found
of wage increases can‘be ‘impor-
tant as a secondary cause for de-
flation, but hardly as a primary
cause. So: ‘long as .independent
influences are ‘making -for infla-
tion, wage increases-are likely to
be inflationary rather than defla-
tionary, :

Let us look at the reasons for

expecting a continuation of infla-
tionary pressures. They make a
far stronger case, in-my judgment,
than the reasons for expecting an
early recession. * ; !
(1), Congress’seems determined
to reduce taxes—possibly by as
much as $3 billion a ‘year or more.
This will increase the demand for
consumer goods and capital goods,
but* especially ' consumer "goeds,
Only a deadlock between Demo-
crats and Republicans in Congress
over how taxes shall be cut can
prevent a tax reduction.
» (2) Corporations are increasing
dlv;'dends, thus reducing corporate
savings -and raising consumer in-
come.: Corporate savings have
been an important restraint on in-
flation during the last year.

national  product -in 1947—about
$48 billion—consisted of durable
consumer goods, residential con-

and business construction. 'The
gradual elimination of bottleneeks
will make- possible some increase
in the output.of these goods. The
purchase of gll of these types of
goods is financed ‘in considerable
measure by either the expansion
of bank credit or the activation: of
idle bank balances.; Hence a:rise
in“the .output of durable  con-
sumer goods, housing, and. indus=
trial. construction andequipment.
will ‘be inflationary; not' defla-
tionary. 3

~.(4) The Treasury regards the
maintenance of low interest rates
as more important than the pre-
vention of inflation. The policy of
the Federal Reserve System will

Treasury. Hence the government
will continue to encourage the
expansion of bank credit by sup-
‘porting . the prices of government

.tal are large and urgent.

bonds-and . -artificially - keeping.

down interest rates.... .= -,
(5) There will be'a third round
of wage increases probably aver-

aging from '8 cents to 12 ceats an

hour, : Under. the prevailing .con-
dilions. these advanees will be in-
flationary, not deflationary. . They
will not reduce employment ex-
cept in a few-marginal firms. They
will ‘raise payrolls, and’ thus. in-
crease the demand  for consumer
goods. Y

(6) The huge pent-up demand
for consumer goods and the pres-
ent stiff income tax rates -have
drastically. weakened, for the time
being at:- least, the incentive to
.ave among the middle and upper
ncome--groups. These groups do
aearly.all-of the personal saving
in the community, but under pres-
ent tax rates they are able to
obtain only a meager return.on
iheir investments, The weak dis-
position 1o saveis-indicated' by
the fact that a rise of $18.3 billion
in. personal incomes  afier ‘taxe:
oetween the ‘‘third quarter of
1946 and the third quarter of 194,
wreduced no-increase in personaly
saving., - On the contrary, there
vas a small drop.in saviag, All
of ‘the: increase' in income  anc
nore -went into. expenditures for
consumer goods.

‘The needs of industry for capi-
The
small - volume. 'of -individual -sav-
ings means that this need must
befinanced in large part by plow=
ing:back earnings;. Corporations
argrreducing - their savings by-in-
‘creasing: ‘dividends.--:Hence; “.one
must.*~expect " industry ' to meet
‘much of -its: need : for .capital .-by’

‘borrowing from-banks. " The’ Fed-

~eral’ “Reserve -System is: encour-

aginig  the: banks, to’ expand- their’

-Yoans- by ‘supporting the price -of

‘government-bonds. Can-one imag-~
‘Mne-a more perfect combination of’

circumstances :for  producing ‘an
expansion’ of credit and a rise in
prices—huge needs - for capital,
strong’ reluctance of individuals
to'save;and -adherence by the
government to° the policy: of sup--
porting the-government-bond mar<
ket and-encouraging -the:expans’
~iop-of -bank credit? . -

Ty Pent-up . demand - for  con=’
sumer:“goods. “is-‘far-from’ having-
been: met: Furthermore, at ‘pres-~
ent high levels of real income,

people desire more goods and bet- |,

ter-goods-than was-their previous
custom-Partlicularly -important in
affecting  the demand  for goods
is the increase in the number of
workers per family. Families have
increased by 4 million since 1940,
but - the 'number - of - persons ' at
work by-about 10 million. Hence
far more families than ever before
have more than one income earn-
er. The country would undoubt-
edly be willing at preseat prices
and incomes to own and operate
at least 5 million more automo-
biles than :it has today and it
would be willing to pay :for far
more’ and better housing :than. it
possesses.. Relatively = little : has:
been done to adjust the quantity:
and quality of housing to the 33%
rise  in real. per. capita.- income
after ' taxes ‘which . has ‘occurred
since 1940. Indeed. far more fam-
ilies.are living. doubled-up :today,
than in 1940, e e SN g

If' consumer indebtedness; were,
high' in: relation -ta: ¢onsumer: in-.
comes,; one might expect the huge
needs::for consumer goods to be

 translated .into -demand -only as

fast as ‘people acquired incomes.
Consumer - indebtedness. however,
is low in relation to incomes. Con=
sequently, .one must expect that
consumers will insist on spending
money: faster than they receive it
and that the volume of consumer
expenditures will continue to be
increased by a rise in consumer
indebtedness.  Many - manufac-
turers, merchants, and,banks are
doing their best to encourage con-
sumers to spend beyond their in-
comes and to go deeper into debt.

(8) Local and state expendi-

 support from most consumers,

tures are rising faster than rev-
enues and are being financed to

some extent by the'sale of secu-

1 rities' to: commercial banks.  Dur-

ing 'tne year ended June. 1947,
state. and-local indebtedness in-
creased " by “about' $900 million.
During -1948 'state ‘and -loeal in-
debtedness ‘will grow faster: than
in 1947, e

ok 1V, v

Is anything likely to be done,
either by government or business,
to control'inflation ‘during  the
next. year? "The answer ta . this
question. is: “Not: much.” ' Let us
examine first the prospects, for. -
‘action by  the government and-
then the prospecis for-action by
business."

The government is authorizing
enterprises to -cooperate in: allo-
cating a few. scarce .- materials
(useful in accelerating the elimi-
nation of bottlenecks) and it will
probably .impose -stricter controls
over exports. :; There is a little
likelihood, however, that the gov-
ernment will make a-.serious. éf-
fort to check any of the major in- .
ilationary ' influences... Each -of
these influences has strong popu-
lar.;support. . Consequently, al---
though thére is much demand that
“something” be done about infla-
tion, every program for specific
action ‘meets formidable opposi-
tion.” Let me be specific about
this: G gy e

(1) A reduction in the‘income
tax - under ' present ' conditions
would be inflationary, but the de-
mand: for- such:.a: reduction  is
strong. 5
.+:(2)~A third.-round of wage in-
creases would be.inflationary, but
the--demand  for: it-is: also very
strong.- One of the ‘contradictions -
in- .present~day . opinion- is . that
many:-of the people who" are most |
insistent-about reducing taxes are |
most:inclined i to ' condemn wage !
increases :as “inflationary.  Of |
course; each would be inflationary. |
and for much 'the -same reason— |
namely that it would give people: |
more money to spend. i |

(3) Dividend increases: are in-
flationary, but. stockholders, who
have waited long years for divi-
dend increases. and.-whose divi-
dend ' payments -often. have' less
purchasing power:-than in 1940,
arecritical of managements which

.d0, not promptly - pass on. higher

protfits in the form of higher divi-
dends. 3

(4) The terms oa which hous-
ing loans are being made to:vet-
erans' are .inflationary because
many of these loans are being fi- -
nanced by the creation of demand i
deposits and, in many. cases, the
veteran makes-only a small down |
payment on the house. One hears |
few protests against present prac-
lices in making housing loans to
veterans. :

(5) The expansion of consumer
credit , is' inflationary, but con-
sumers wish to borrow and banks
are . eager to develop  this well-
paying business. Hence, any at-
tempt to restore control over con-
sumer credit will encounter strong
opposition from. banks ‘and little

-.(6).The . .expansion of bank
credit-under. present conditions is
inflationary because industry is
already. ' operating ‘ at capacity. |
Nevertheless, proposals to restrict |

i|the expansion of bank credit meet
formidable opposition from banks:

(7) ‘Support of the government
bond market - is- inflationary ' be=
cause - it facilitates: the ‘expansion '
of credit by the banks. No one in’
the government, however, is will:
ing {o take the responsibility for

-withdrawal - of ‘support and there -

is 'no popular: demand that ‘the’
government cease artificially de-'
pressing ' interest = rates. - Inci-’
dentally, extraordinary reasoning'
is used to justify support of, the
government bond - market. One of |
the arguments for depressing in- !
terest rates on government bonds |
has ‘been that this would: help |
keep down Federal taxes. In order . |
to prevent low interest rates from |
producing inflation, however, the |
government needs :a large budget
surplgs, and in order to obtain-a
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large budget surplus, the govern-|

men, needs high faxes! |As a mat-

. ter of fact, taxes have npt been
high "enough' 10 prevent a sub-
stantial aavance .in .prices. The
rise of.24% in the price of con-
symer ‘goods’ during the ‘last two
years may be regarded as a way
by. which’ the goyernment. in that
perioa has repudiaied one-iourth
of the public debt.

PR V. ;

- What “are  the - prospects. that
business ‘can’ protect the com-
munity -against inflation? . Busi-

- ness ‘will certainly not resist in-
-fladon by putting ‘up strong op-
position 10°a third round .of wage
advances. because. 'the 'bargaining
bsition of 'labor under present
-conditions is tao strong. Business
will do-its:best to. increase pro-
-duction,“and this best will be in-
creasingly. :goed. - An economy
which has'millions of independent
enterprises is:‘particularly effec-

live at discovering and -eliminat-.

ing the - bottleneckswhich  hold
Jback output. Unfortunately more
-production in itself does. not.de-
.+feat .inflation, If the . additional
“.output is bought in large measure

“with money borrowed from banks, |

ag. are aufomgbiles, houses, .and
much industrial construction and
€quipment, the rise in production,
as I have, pointed - out, ‘tends  to
aggravate rather than curb infla-
tion. 'Hence the essential question
is: Can busiaess be expected vol-
untarily to refrain from borrow-
ing from commercial banks ex-
cept for the purpose of financing
immediate increases in production
and can it be expected to refrain
from encouraging * consumers 'to
buy ‘on credit? Can the banks be
. “expected to coafine their lending
| to non-inflationary loans—that is,
| loans which make possible an im-
| mediate increase.in production?
| To ask these questions is to an-
| swer them. Indeed, the questions
| probably strike the reader as silly
|-or-maive. And yet it is no more
raive to expect these questions to
be answered by ‘yes” than to
expect business to check inflation
nmerely by increasing the output
of ‘goods.
rahes VI

‘Let us make a bold and daring
assumption,  Let us suppose that
the community; by some miracle,
deyelops the will to make a real
attack upon the problem of.infla-
tion.” What ‘might be done?

.The selec;ion. of policies should
be based upon-a clear perception

. of the basic economiec problem
A wh;c}_: confronts the United States
i'and, indeed, most of the countries
| of Europe and Asia. This problem
: | is briefly and simply stated. On
. | the .one hand, the United States
- and mgost of the countries of Eu-
rope and Asia are acutely short of
industrial plant and equipment,
On the other hand, the people of
these countries have a strong re-
lyctance to save. Both of these
conditions are partly a result of
the war. The war prevented hus-
Iness. enterprises from making
ordinary replacements and com.
pelled them to postpone executing
plans for expansion. The war also
compelled consumers to go/with-
out many goods which they would
oidinarily - have purchased. The
hyge need for consumer goods
partly -explaias the low propen-
sity - to save. Since industry needs
tq _make large capital expendi-
tures . and since people insist on
spending. their incomes for con-
sumey. goods, the needs of ‘indus-
try are being met in considerable
megsure by an expansion of credit,
This is the essence of the problem
of inflation in-the United States.
It is a large. part of the problem
In. countries, of Western Euroepe:

In those countries, however," the ;

problem is aggravated by the "in-
ability of governments to obiain

enough 'tax revenue to meet their.
current expenses. . In’'the’ United |-

-States the problem is aggravated
by the state and local govern-

ments spending .more ‘than their.

revenues and'also by many con-
sumers spending more . than their
incomes. ;* :

As far as the United States: is
concerned, however, present con-
aitions are abnormal oaly in ae-
gree, not in kind. Never have ip—
‘aividual sayings been sufficient’
over the long run to meet thercap-
ital-needs. of American indusiry.
These needs. have always been
met in large measure by plowing
back the earnings or business con-
ceins; Even the plowing back of
earnings has not been sufficient.

of expansion the capital needs of
industry have been met in part by
an l:crease .in bank crédit. 1t
will surprise many people to learn
that the United 'States has suf-
lered a chronic' shortage of in-
vestment-seeking funds.  Never-
theless, that is true and it explains
in part why credit has expanded
over the long term about three

Nof is the low disposition of the
community to save solely the re-
sult-of the huge needs for con-
sumer ‘goods  which accumulated
during ‘the war. It is partly the
result of very stiff surtaxes—rates
0 high that persons in the middle
and upper income brackets obtain
too small a return from invest-
ments toinduce them to save a
very large fraclion” of their in-
come. - y _

A program: for. controlling in-
flation should have two parts. One
part -should relate to -controlling
the expansion of bank credit; the
other part to stimulating saving.
1t is obviously intolerable that
bank credit should continue to
expand after industry is operating
at full capacity. Nevertheless, that
has been happening, and it will
continue to happen unless ways

bank credit are put into effect.
The merely negative program of
checking ' the - expansion of bank
credit is not enough. It does not
reach the essential  difficulty

needs for capital because during
most of the years since 1929 it wag
consuming plant and equipment
“aster than it was replacing them.
In the meantime the labor. force
2as ‘grown by about 10 million.
As-a-result, capital per worker is
ubstantially less now than it was
in 1929 and many thousands of
workers are able to obtain jobs
‘nly by using equipment which
’s inefficient and obsolete. If the
standard of living of the country
is' to rise substantially above the
present level .enormous ‘amaunts
of new capital must be added to
industry. b ;
Restrictions on the expansion of
bank  credit would ‘simply attack
one of the results of the inade-
quate ‘supply. of savings—namely
excessive ' reliance  upon . bank
credit for-financing the purchase
of capital goods. It would severe-
ly hamper indusiry in its efforts
to -increase its capital.’ During
recent years the community has
gone -to great extremes to dis-
‘courage saving. Partly this result
was an unintended coasequence of
the use of progressive income tax
rates, partly it was a planned pol-
icy resulting from the illusion that
the ‘community suffers from a
chronic surplys  of ' investment-
seeking funds and that the com-
munity has plenty of plant. Now
that the capital needs of industry
are far in-excess of the willing-
ness of the community to save, the
impediments on saving- (and in-
vesting) should be reduced. This
should he the second part of an.
anti-inflationary program,
. Let us look first at the possibil-
ity of vestricting further expan-
sion of bank. credit and ‘then at
the. possibility of removing some
impediments to saving.

VIL

'The lack of control over the ex-
pansion of bank -credit ‘is, of

course; a result.of . the. policy of * =

Consequently, during eyery period |

times’ as fast as physical output. |-

supporting' the 'price of govern-
ment bonds which developed dur-
ing the war. Many people believe'
that the Reserve Banks will be
unable, for many years at least,
{o withdraw their support of gov-
ernment bonds and hence to r

gain freedom. to discourage ex-

. pansion of bank credit because the

consequences to  the
would ‘be too sericits.

Termination - of the policy of
artificially depressing interest
rates ‘'would gcbviously leave

economy

everyone in doubt as to how far
interest rates would rise. Natu-
rally, insurance companies, sav-
ings banks, and individuals would
be reluctant for the time being to
purchase long-term bonds.. : The
| pessimistic view of the conse-
.quences of this uncertainty is that
business ¢oncerns, states, and mu-
nicipalities would be ‘unable to
raise long-term capital (at least
until interest rates settled down to
the new leyels), that the demand
for capital goods would drap, un-

employment would appear in the
capital goods industries, and this,
in turn, would procuce a drop in
the. demand for consumer goods
imd a decline of employment in
he consumer goods = industries.
The drop in the price of govern-
ment bonds might even precipi-
tate considerable selling af bonds
by banks and the general public.
Some extreme pessimists suggest
that the drop in bond prices might
precipitate redemption  of gov-
(Continued on page 32)
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RESQURCES

Cash on Hand, in Federal Rgfs};rve Ba;ii;, and Due from

Banks and Bankers, . , ., . . .
U. S. Goyernment Obligations . .
Loans and Bills Purchased . . . .
Public Securities . .-, . . . . . .
Stock of the Federal Reserve Bank
Other Securities and Obligations .
Credits Granted on Acceptances

© e e 4§00 611,948,578.40
4w eos e 1,255,329,289,28

e gl e e 851,404,578.55
$82,169,795.98
9,000,000.00

10,330,173.56

of controlling the expansion. of |°

which confronts the community— {
namely the unwillingness of peo- |
ple to save. Industry has enormous ;

Receivable .

Bank Premises . . .
Other Real Estate

@ S L
p }

Capital ="l
“Surplus Fund . .
Undivided Profits.
Total Capital
Deposits . .. . .
Acceptances .

Investment 4?. .

- Accounts Payable, R

7

Securities carried at 396,332,135.4

Accrued Interest and Accounts

Real Estate Bonds and M,c;rt‘g,a;'gels :

Total Resources iy

Treasurer’s Check-s Outstandmg :
Total Deposits ,

Less: Own Acce‘.gt.aricé's'.l‘lélc.l for

Dividend Payable January 2, 1948 . .
Items in Transit with Foreign Branches

Expenses, Taxes, etc.. . , . . 4
Total Liabilities, . .

moneys as required by law, and for other purposes.

10,813,338.67

LRy . .
v o} o

#<LIABILITIES

o . .. $ 100,000,000.00
200,000,000,00
60,666,665.58

1,308,353.92

124,857,447.68
4,872,571.18
131,085.40

. . $2,848,543,557.09

Funds ;

' $2,415,337,561.97
. 36,321,724.72

. $ 360,666,665.58

PR S ST S Y

'$ 19,292,953.31
© ' 7,376,899.73

2,451,659,286.69

‘

$

eserve for

11,916,053.58

3,000,000.00
2,164,365.93

.8 @ 8% 8 e & 8 e e

8 ifi the above Statem

19,137,185.31

ent are pledged to qualify for fiduciary powers, to secure public

36,217,604.82
+ - $2,848,543,557.09
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ernment savings bonds and shake
people’s confidence in the banks.

“Xn order to prevent a severe 10ss- .

of confidence, the Reserve Banks
might be compelled to- buy. con-
‘siderable quzntities of government
sécurities.’ Hence, the commercial
banks might emerge from the pe-
riod | of transition ' with ' substaa-
tially higher reserves and greater
“lending power than they had pre-
_viously possessed. . Thus- the at-
.- tempt of the. Reseérve System to
regain control over the expansion
of bank credit might defeat itself.

Cértainly the seriousness of the’

problem should 1ot be minimized.
Wever.heless, before one adopts a
- defeatist attitude toward restoring
the. control of the Reserve System
over, the expansion of credit, one
should consider the results of the.
policy  of ;-no  control.. and one
should explore the possibilities of
minimizing the disturbances which
might ‘accompany a policy of re-
storing control.: The' large :hold~

ings:of government -bonds by com- |

mercial banks give them ‘an enor-
“mour capacity to increase. their
reserves and thus to expand bank
loans. The tremendous needs :of
industry for capital and the low
disposition “of the community ‘to
save mean- that, ualess controls
over credit are .restored, bank

credit’ will expand enormously

during the next five or ten years.

FlJI.TON TRUST COMPANY

OF NEW. YORK

149 BROADWAY (Singer Building) NEW YORK' 6 *
1002 MADISON: AVE. (Be;. 77th & 78th.Sts.) NEW YORK 21

‘4 Furtkermore, ‘in the “absence  of
controls, the.: increase ~in credit
may- easily become disorderly.
There is much ‘to-be said for a
substantial rise-in-the price level
of the United States over the next
five or ten years prov1ded it comes
gradually. Such a rise would help
other countries sell to us and thus
would . help ‘us “develop. properly
balanced ‘trade relations with the
rest of .the world.’ Furthermore,
a large advance in prices may also
be-necessary in ‘order to prevent
the wage" increases- forced by
unijons from being deflationary. It
is imperative, however, that-the
rise in credit and prices be order-
ly and cccur slowly. Hence the
essential question is not' whether
the Reserve System needs tore-
cover its control over the expan=
sion of credit, The essential ques-
tion.is how and when this control
shall be re-established. Can it be
done without creating grave dis-
turbances? Under what conditions
is the danger of disturbance least?
Undoubtedly much can be done
to . minimize ' the ~ disturbances
which result from withdrawal of
support = from the ' government
bond - market -and :uhdoubtedly,
alse, the timing of -the ‘action is
important,: It is - quite ‘probable
that the disturbances will‘be’much
less than many people fear, par-
ticularly if the withdrawal of sup-
port ‘occurs at a‘time when the

¢
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budget - is runmng a substantial

| sumer ‘goods and capital goods is
strong, and when spécial measures.
are  being taken ‘to stimulate -the
demand for investment securities,

from the government bond.mar-
ket -should be gradual and need
not be complete. - This withdrawal,
or -the prospect of it, would un-
doubtedly ..lead-*the banks and
some ‘individuals to reduce their
holdings.of fedium . a:d long-
term government securities. The
Reserve Banks would probably
buy ttese securities (or a large
part of them) at slightly below
the old support prices. In order to
prevent the = commercial @ banks
from . substantially’ increasing
their reserves, the Reserve Banks
would sell short-term government
securities. . The, Treasury -might
need to help by issuing short-term
government bonds: and retiring
part of Icng-term issues. In order
to ‘reduce the: capacity - of the
banks to increase their reserves
by selling government bonds and

eral Reserve Banks, the govern-
ment might. offer holders .of - its
obligations an ‘opportunity .to con-
vert ‘them ' into . non-negotiable
issues, ruaning from three to five
years. The rate on the non-nego-
tiable. issues could be made suf-
ficiently attractive to cause a sub-
stanial proportion of present se-
curities to be converted into non-
negotiable issues. The interest

ment would rise, but. this objec-
tion is of minor importance. Much
of the national  debt would ' be
demonetized and the operation of
restoring to the Reserve System
power  to halt the expansion of
credit would' be facilitated.

Is the present or the near future
a good time for‘the Reserve Banks
to withdraw their support of the
government bond market? If the
problem .were merely a’ dormeztic
‘one, the case for prompt action
would be overwhelming. The
biidget is running a large surplus,
there iz an enormous and insis-
tent demand for both consumer
goods and for capital goods which
will not be easily disturbed, cor-
porate profits are large and the

| demand for industrial equipment

| anid-construction is‘being finariced
| to anvabriormal ‘extent by ‘plough-
| ing "back : these “profits.’ 'As time
passes, the urgency of the demand
for both consumer goods and capi-
tal goods will diminish. This will
mean that the economy will be
more sensitive to disturbances in
the capital markets. Furthermore,
pressure for tax reductions is so
strong that it is doubtful whether
the government can continue to
run a large budget surplus for an-

| cther year or'two,

The principal doubts as to the
wisdom of withdrawing support
irom the government bond mar-
ket this year spring from. the in-
ternational interests of the Uni'ed
States. It is imperative that the
eccnomic prestige .of ‘the United
States be maintained abroad and
that the country continue to make
a ‘good record for turning out
gocods and for giving employment.
If withdrawal of support to the
government bond market produced
a severe recession, the ‘Russians
and their supporters in- Western
Europe would make much capital
from it. I believe that the oper-
ation can be so managed under
present conditions as to ‘avoid se-
rious or prolonged effects on pro-

“|duction and employment, ‘provided

Congress is willing to give its full
cooperation by removing some of
' the impediments which. in' recent
years have been placed on saving.

budget surplus. has  disappeared
and much of the accumulated de-

‘| mand for consumer goods and in-
dustrial equipment has been. met.,

surplus, when the demand for con- |

Certainly withdrawal of .support,

to limit the demands on the Fed- |-

costs of the debt to the govern-.

Consequently, it is wise to. act:
| soon rather than to wait until the

should ‘be ‘prepared: to- show why.
| condjtiops at-a later dateare likely
‘| to be ds favorable as present cotr=

dltwns i
VIIL v
How can the community’s need
for ‘substaniially ‘more individual

savings be met?- Present taxes go

to inexcusable extremes in penal-
izing :both “enterprise -and  thritt.

The existing -surtax rates. cannot

be defended’ either‘as a long-run
source of .révenue or on grounds
of justice. - It is not unreasonable

{o permit @ man who invests mon-~:

ey -or who -sells services to keep
1oy himself at least half of what a
willing buyer conhsiders this mon-=
ey or these services to' be worth.
This is true regaidless of how
large a nian’s income may be. Un-
fortunatély “the. present is not a

good time  to' undertake a broad |

reform of the tax-system—unless
the reformers are willing tem-
porarily to offset .the immediate
inflaticnary effects of tax reform
by a forced saving levy. So great
are " the accumulated needs for
goods that the immediate effect
of tax reductions would be sub-
stantially to increase expenditures
for consumer goods.

How thén might saving be en-
couraged? One way is by making
a renewed: effort to sell govern-
ment. savings bonds and by mak-
ing these bonds more attractive—
say by offering to redeem them at
the ‘end of ten years with one-
third more purchasing power than
he buyer paid for them instead
of one-third more dollars than he
paid for them. Greater sales of
savings bonds would enable the
government both to control the
expansion of bank credit by pay-
ing off part of the debt held by
the Reserve Banks and {o increase
the funds available for private in-
vestment by paying off part of
the debt held by corporatlon; and
indlviduals,

Efforts * to. sell ‘more savings
oonds under present market con-
ditions will probably not produce
:he necessary increase, in savings
‘Hence stronger ways of encour-
-ging saving are needed, A sim-
nle way of doing this is to permi
faxpayers to claim a lower rate
of taxation cn that part of their
axable income which is saved
ut not hoarded. This could be
lone by permitting each taxpayer
to submit a form showing the net
ymount of non-monetary ‘saving
which he has made duriag the last
year—the net result of his pur-
chases . and sales  of securities,
jtocks, bonds, and real estate, and
the net change in his indebted-
ness less-any decrease in his bank
deposits. On- this' part of his in-
ctome let him be permitted to
claim a substantially lower sur-
tax (say 25%:less) than he would
pay. under. présent surtax rates,
Such an arrangement would be a
direct attack upon the country’s
essential - economic difficulty —
namely the deficiency of savings.

Removing some of the impedi-
ments to saving ‘'should be timed
to occur when the Reserve Banks
withdraw their support from the

government bond market. A strong

incentive for individuals to. re-
duce their expeaditures for con-
sumer goods and to repay their
debts ‘and .to increase their pur-
chases ~of - securities  and * real
estate would go far to protect cap-
ital markets from ‘disturbance as
the Reserve Banks 'ceased. sup-
porting government bonds. -

IX.

This- analysis’ of the near. term
business. outlook reveals the dif-
ficulties of .operating the kind- of
economic institutions which: : the
United States possesses.«It-would
be. comfortable:and coavenient if
tha economy would only run it-
self—as - the  nineteenth century
economists thought. that it could
be trusted to do. The essential
gifficulty in operating the kind of
economy which the: United States

possesses is'that tolerating or en-,
couraging inflation "has far:more

There' are political” gaing. in® Sups®

porting ‘a ‘price, in: ‘helping this,*
that, or the other-group to obtain'
credit on: easy. terms, in encour-’

{aging this; that, or the other group

to go.after a’ wage increase, in

pro.ecting this or that,mdustry,

from foreign competition.. Hence,
the more 'pervasiye government
interve:tion in .economic matters, -
the stronger are the inflationary -
influences in the econiomy. . And',
the stronger the inflationary:in=
tluences, the more violent are the
major. . collapaes and’ the - more;
comprehenswe and radical are the
measures which the government
must use to.combat a major col-
iapse. .

If the commumty contmues to
shrink 1irom ' dealitig ‘with the
problem of. inflation, the volume
of short-term debt will:grddually
increase ‘ relative to the national
income and the creeping rise in
prices will = go ' on—interrupted
every ‘now and’ then by small re-
cészions. The creeping advarnce in
prizes will ‘not be the major prob-
lem—though it will create dif-
ficulties for special groups such
as persons having a large part of :
their assets in bonds (government
or prlvate) and persons lxvmg on
pensions ‘or' on the proceeds . of
life insurance. The prmc1pal prob-.
lem will bz the rise in short- term
debts relative to the natloqal In-
come. Eventually the volume of:
commercial bank loans may climb :
10 40% of the national income
where it stood in 1929. That would
make it far above $100 billion at
some future level of prices. To~
day. commercial bank loans, are
not even cne-sixth of the national
income. As short-term debts, rise
relative to -the national income,
he foundation will slowly ba laid
for a big “bust.” The eccaomy: is
not near a bust at present..Indeed,
vears will be required to  build
up. the conditions for a major col-
lapse—especially  since  the ,de-
mand for goods -is fortified by
huge accumulated needs.

The reluctance of the com- :
.munity to deal squarely with the

problem ‘of irflation makes one
wonder what kind of a transfor-
mation the economy will .go
through when the next major col-
lapse cccurs. The community will
not tolerate large-scale unemploy-+
ment for long. It may insist on
sromptly -underwriting orders for
3 large part of industry. The bus-
iness man- would be ‘relegated :to
an - order-taker - rather.; thanora
maker of economic polioy: Today
the community has a chance'of
insisting that the economy be so
operated, that it does not gradually
iay -the foundation for a future
bust.. The public is not. doing. it
and shows no signs of ‘doing 1t.;::

Capitalism, as we know it, will
not be overthrown-—at least not

in the United States. It may slow= -

ly change into something else by
failure of the commuaity to in-
sist on the policies which stability
requires.: The communily must
not 'expect its policymakers, either
government or private, to adopt
measures “which represent = the

long-run - interests of the com- -

fritinity  but which at the moment
the public is not willing to stip~
port. The ceniral economickz ques-
tion of the time is whether insti~
tutions which" demand - so* ‘much.\
foresight, so much - self- restramt
and so much devotion to’ commom
interests by so many people ’ "ag
do the institutions of capltahsm
can be expected to survive. '’

Vi

Jackson Sales ng for
Karris, Hall & Co. -

" CHICAGO; ILL.—Harris,’ Han

.& - Co., . Inc., -111 West* Monroe

Street, announces that as of Jan. 1;
1948, Carl W. Jackson 'has been
appomted sales manager. Mr.
Jackson: joined- the ' company
shortly -after it was organized in

1935 ‘to ' carry’ on' the: corporate .
bond business formerly’conducted -

by the investment department- of

\Certainly-advocates of delay- polltzeal appeal thﬁ restrmtmﬂ 1t.r -the Harris Trust & .Savings Bank.

’
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oo (Continued  from page 6) . -
gether, now- it will be a fight for
. life.”? ‘ s !
But- the crisis passed without a
revolution and Marx ‘and-Engels
began - to - suspect - that they had
~been, false prophets. ‘On Febru-
v ary . 13, 1863, Marx .wrote to
Engels .thus: “This much is cer-
. tain—the era of revolution has
now -fairly opened again in Eu-
rope. ‘And the general position
of things is good. But the com-
fortable delusions and the almost
childish enthusiasm: with which
“we hailed the era of revolution
before February, 1848 have all
gone to hell.”
.. Similarly, in 1895, twelve years
after the death of Marx, Engels
wrote: - “History  has proved us,
and ' all ‘'who thought like us,
wrong. It has made it clear, that
the, state of economic develop-
ment on the Continent at that time
was not, by a long way, ripe for
-the removal of capitalist produc-
tion.” .. .
The time was not ripe and the
premature -insurrections failed
-. because, as Engels said, big in-
dustry had not.yet taken root in
~France, Germany, and other coun-
tries, and had not yet created “a
genuire bourgeoisie and a genuine
large-scale industrial proletariat.”
Moreover, attempts at revolution
of the Marxian type: were rare;
for most of the radicals of those
‘days were political “leaders like
~KarlSchurz and Louis: Kossuth,
or'utopian socialists like Fourier,
Owen, and some of the Chartists.
. “Internationalisin, however, sur-
vived,’'and ‘took' a new lease on
*life at and after the international
exhibition held in London in 1862,
when British and foreign labor
leaders met and steps were taken
toward the ‘creation of an organi-
zation to promote the interests of
labor throughout the world. The
movement culminated in a meet-
ing in London -on' Sep., 28, 1864,
mostly attended by English wage-
earners’ and labor leaders, with
representatives from France and
Italy and a group of German so~
cialists,, who had been members
of the Communist League. Among
them was Karl Marx, who was
asked to prepare the Inaugural
‘Address and. a-set of rules for
“The Workingmen’s International
Association,” which were ‘unani-
" “mously’ adopted on Nov. 22, 1964,
Thus. was: born:the" First Inter-
mnational; ;
Strange to say, in his inaugural
address Marx did not mention
either 'socialism or communism,
but, dwelt chiefly on the miseries
of | the:‘poor, the indifference of
the rich, the benefits of labor leg-
islation, the cooperative move-
ment, and the need of solidarity
of action between the British and
~the Continental working - classes
for the conquest of political pow-
~—er., -But he did'end his address
‘with®the slogan of the Communhist
“Manifesto:  “Working men of all
countries unite!” Lt
% . This toning down of revolutign-
ism . did not indicate that Marx;
had changed his views, but mere-
ly .that most of his associates
‘would not have stood for anything
.tog radical:, In a letter to Engels
‘he wrote:  “It ‘was very difficult
‘to frame .the thing 'so that. our
own ; view should apvear in a
form ‘acceptable from'the present
standpoint. of the workeérs’ move-
‘ment. It will take time before
their awakened movement allows
the.old. bhaldness of'speech.” . ¢
{{MMarx':and Engels' had ' great
hopes of the International, even
though it :was’ not :revolutionary
enough, for them. In the year
1867 Matx ‘wrote, in aletter to
Engels: “Things are moving. And
in the new revolution, which is
perhaps nearer than it avpears,
we ‘(i.e,'you and I) will have a
jpowerful engine in our hands.”
..--But there was lack of unity and
“harmony in . the' movement be-
cause of theoretical differences.
national and local conditions, and

personal bickerings. In Germany,

ic Party.developed a sort of com-
promise .between the views . of
aadddlle  allu  wuse OI  arx; in

‘France and Italy there was a

strong - trend . toward, .Anarchist-
Communism; ‘and in Britain 'the
London Trades Council declined
to become “the British 'section of
the International. Then, too, there
was a serious quarrel between

apd revolt.”, " \ ‘4

As . the proverb has it: “The,
proof of the pudding is the eating
of it”; and certainly the tactics of

.the Second International seem to

have been -justified by the out-
come, for the affiliated parties in
every cogmtry increased in num-
bers and -influence until it began
to look as though the revolution

Marx and -the ‘anarchists led by might come by peaceful political
Bakunin, which resulted in their  action "in . several .countries of
expulsion -from the International. | western Europe. In Germany, for

This conflict, together with the
Franco-Prussian War of 1870 and
the events connected with the
Commune of Paris, ruined the 1n-
ternational, which ceased to exist
after. the final congress in Geneva
in 1873, -In-a letter to Sorge, the
German-American secretary, En-
géls wrote " in- September,  1874:
“With your :resignation “the old
International - is entirely - wound
up and at an end". ; . I think that
the' next International — after
Marx’s - writings have had some
years of influence—will be direct-
ly Communist 'and, will openly
proclaim our principles.”

After this, the march of socialism
continued . in various, countries,
especially in Germany, where the
Social Democratic Party, succes-.
sor to . the . Universal A German
Workingmen’s Association, found-
ed by Lassalle .in the year 1863,

.was. very. active ‘under the lead-

ership - of - Bebel:and Liebknecht.

-But as they stood.for. reform rath-

er-than revolution .and had.dis-
carded the name of‘ communism

they incurred.the wrath of Marx

and Engels who, in a long letter
to Bebel, Liebknecht, Bracke, and
others, criticized “their policy -of
compromise with biting sarcasm,
denounced the -spineless attitude
of those who wished 'to repudiate,
the. class struggle and the expec-
tation of a bloody revolution, and
threatened to resign ‘from the
Party. ;

True, Marx and ‘Engels them-
selves had compromised with the
trend toward reformism and op-
portunism, but had never repudi-
ated revolution as many social
democrats had done, though still
professing to be Marxists. In one
connection  Marx. said:r “I have
sown dragons and gathered a har-
vest of fleas.” And he used to
say of certain-French Marxists:
HAll T know’is that I'.am not a
Marxist,” e : SRR
“The Second International, which
was founded at an 'international
congress in Paris in 1889 — the
hundredth anniversary of  the
great French-Revolution—was not
rooted and grounded in the prin-
ciples ‘of communism  according
to Marx and. Engels. It was a
loose federation of socialist par-
ties in  various 'countries which
had ‘developed ‘in : their several
ways, no longer called themselves
communists, and were very con-
scious of the danger and. futility
of. premature insurrection after
the - fashion of Babeuf. It was,
therefore, characterized by a spir-
it.  of ‘compromise, . opportunism,
repudiation of violence, and a
disposition .to ‘wait patiently’ for
the proletarian revolution to come
in the fullness of time as a peace-
ful ‘culmination:of a long period
of .social ‘evolution, :

. Engels, .of course, . still looked
for. a. violent ‘revolution. when
conditions. should: ‘be. favorable,
but in. 1895, twelve years after
the death of Marx, he wrote: “In
Latin countries it is being more
and mare recognized -that the old
tactics: must be revised. . Every-
where. the unprepared onslaught
has. gone :into .the! background,
everywhere the German example
of utilizing the- suffrage, of win-
ning all posts accessible to us has
been initiated.' Even-in. France
the Socialists are realizing more
and more that no lasting victory:
is possible ‘for them. unless . they,
first. win the great mass of the
people, i.e, the peasants, ... We,
the revolutionists, the rebels—we"
are thriving far better on legal

example, in the election of 1912,
the Social Democrats polled no
LeSS tnan 4,258,000 vules, vr 34.8%
of the total vote.

But two years later the World !
War came and socialists every-.
where, despite their profession of
pacifism, sided with their respec-

tive countries ‘and thus: brought ;

about an . irreparable division' of:
socialist” forces from' which: the’,
Second - International has’ never
quite recovered. Composed mostly 1
of moderates it is detested and
reviled by communists: as "stand-
ing for gradual evolution, paci-

fism, peaceful persuasion, obsolete
democracy, parliamentarism, po- The decisions of the Congress anc
litical © action, compromise with its Executive Committee are bind-
the bourgeoisie, half-hearted en- |, o : e P

couragement of ‘labor ‘unions and, |

in general,. a_policy -of watchful
waiting’ until, by virtue of ballots
rather than bullets, the proletar-
iat,; shall. come: to its. own..' In
brief, communists-hate evolution-

.ary socialists more than they hate

capitalism, and their feelings. are
heartily reciprocated. . -
Writing in 1915, Lenin bitterly

denounced ‘Kautsky, “the greatest |

authority of the Second -Interna-
tional,” and Plekhanov, the lead-
ing Menshevik, thus:

“These people castrate Marx-
ism; they purge it by means of
obvious sophisms of :its reyolu-
tionary living soul; they recognize

in Marxism  everything - except |

revolutionary means . of strug-
gle, except the advocacy ' of,
and .the . preparation for, such
struggle, and the education of the
masses in this direction,” - Else-
where he wrote: .“Reformist So-
cialism s dying; regenerating
Socialism will be revolutionary,
non-compromising, rebellious.”
Not only Kautsky and Plekhan-
ov were thus placed under the
dan, but in his list of .renegades
and _apostates; Lenin. mentioned
a, number of, the leading. social-;
ists of the world, including Bern-
stein, Scheidemann, Vandervelde,
Languet, Turati, Sidney and Beat-
rice ‘'Webb, Ramsay Macdonald,
Philip Snowden, Arthur Hender-
son, and Bernard Shaw, “In fact,
there is scarcely one well-known

socialist. who -could . pass: muster |

when Lenin. separates. the -sheep
from the goats. - And to all of this
William . Z. . Foster, -chief ‘of the
Communist Party of the United
States, said . this -hearty amen:
“The Socialist parties of the world
are .the third parties of Capital-
ism, ‘the maid-of-all-work of the
capitalist class. .. The ' Socialist
party - stabs the working class in
the back.” ‘ :

Notwithstanding the animosity
of communists, evolutionary  so-
cialism is stronger in Great Brit-
ain, - France;,” the Scandinaviai
countries, and some others than-it
was before the first world war,
and is recognized by friend and
foe ‘as a -bulwark against Bol-
shevism. The Second International
was revived in 1919 and still ex-
ists, but the socialist parties in
the several countries go their own
way without much international
cooperation, .

The  Bolshevik revolution led
by. Lenin and Trotsky broke out
on Nov. 7, 1917 (Oct.. 25,  old
style), and at a party conference
in March, 1918, the Bolshévik fac-
tion " of the 'Social Democratic
f’arty of Russia, changed its name
0
Russia,” and until the end of the:
war it was the only communist
party in the world. At the-call
of the Central Committee of that

‘dated.”

“The "Communist Party of].

Party. the first-<Communist Inter-

born the, Third or- Communist In-
ternational — the Comintern — in
opposition to the Sécond Interna-
tional and for the propagation of
communism throughout the world,
Gregory Zinoviev was elected
President and served in that ca-
pacity. until. he was ousted by
Stalin in 1926—and later “liqui-
After him the successive
presidents were Bukharin, Molo-:
tov, Manuilsky, Kuusinen, - and
Georgi Dimitrov. of Bulgaria.

According to the constitution

of the Communist International

the supreme authority is vested
in the World Congress, composed
of . delegates of the affiliated
countries, but as it does not often
meet the Comintern is.dominated
by the Central. Comniittee -of ‘the
Communist Party of the U.S.S.R.,
and that by the Political Bureau
of ‘. seven . members, of . which
Stalin was Secretary for so many
years. : "

The - basic - principles..-cf - the
Comintern are embodied in . the
famous. “twenty-one: ponts” lai¢
down by Lenin' in : July, . 1920,
among - which are the following:

ing upon all the. affiliated parties

| national . Congress’ nigt~in_Mos- - throughout' the world, and 'iron - .
pifle e e e % s e, | COW I Mareh, 1919, and there was: discipline must be enforced. The. -
for'example, the Social Democrat- methods “than' on illegal -methods

whola-uress of every party must.
be directly. utider control of the”
Executive Committee. Every
member of such a party must be-
long to a nucleus or cell within’
the establishment in which he is
employed,’ and the duty of the
nucleus is to convert the workers"
to communism, to obtain" control”
of the labor unions, to foment:
mass strikes and, .in general, to’
create unrest and prépare the way "
for the coming proletarian reyo-
lution. Reformists and centrists
must . be removed from all re-’
sponsible positions with.n the la-
bor movement and replaced by
communists. Every - communis
party. must -endeavor to disorgan-
ize, as much as possible, the army

of his country, Every party ad-'

hering to the Comintern must calk
itself = officially = a - ‘“communist
party”  and. there' must be peri-
odical purges of -the whole party
membership.

Similar orders were g.ven by
Lenin. in his “Left-Wing Commu-
nism,” first - published - in -June,
1920, -in which he wrote: “The"
revolutionary . but : foolish - left:
Communists: stand by shouting:

(Continued on page 34)
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-., (Continued from pdgé 33) "~
“‘the masses; the masses!’ and ré-
fuse to work with theé trade
: unions. Greater sttipidity and
greatey damage to the revolution
than that cahriot be imagined:”
Thus Lenin sanctioned, the policy
of . “boring - from - within” = long
practiced by Socialists in - the
United States.

In theé same bGok Lenin dis-
cussed anothér vital question ds
to whethér communists— should
participate in bourgeois . parlia-
merits, and cohcludes 'that, al-
though someé might be corrupted
by the bourgeois environment, the
faithful would have opportunity
in parliament to maké their voices

" heard;, and in times of election

could appeal effectively to the
masses. In England, for example,
.where such socialists as the Hen-
dersoris, Clynes, Macdonalds, and
Showdens were “hopelessly redc-
tionary,” it might upon dccasjon
be "wise to cooperate with - them
ifi order to trip theém up later.
Thus he wrote, in a passage wor-
thy of Machiavelli:

“If T as a communist come out
and call upon the workers {o vote
for the Hendersons against Lloyd
George, they will certainly.listen
to me. And I will be able to ex-
plain in a popular manner: not
only -why Soviets are better than
Parliament, but I will also be able
to explain that I want to support
Henderson with my vote in the
same way as a rope supports one
who is hanged . . . and will accel-
érate the political death of the
Hendersons and the Snowdens as
was. the case with their friends
in Russia.”

In the Program of the Commu-
nist International, adopted at the
6th Congress in 1928, the strategy
and tactics of communist parties
everywhere were prescribed along
the lines laid 'down by Lenin in
“Left - Wing - Communism” ' and

other . Wtitings. -~ Directions ' are
given for - liquidatitg ~the -rich|a

péasants, neutrdllzmg the rhiddle | ii

pedsants; and enlisting the sup-
pott of the agrlcultural laborers
ahd poor’ péasants: The smiall iif-
ban craftsmeén. and shopkeéﬁers
dlso aré to be néutralized or mef-
cilessly suippressed; but cornmiii-
fists are asked to remember that
“the indiistrial workers dlone are
capablé of leading thé entire mass
of the toilers.”

The winning of the masses,
therefore, is the task of the comi-
muinist partles in all countries and
can best be achieved through the
trade unions. “It is the bounden
duty of eveér communist to belong
to a trade union, even a most re-
actionary one, provided it is a
mass orgamzatlon »” As members
of ‘unions; communists are to co-
operate in working for higher
wages, shorter hours, ahd other
partial. demands and palliatives;
but they must remember the final
end in view and ‘‘utilize the mi-
nor, everyday needs. as a starting
point . from - which' to lead the
working class to the revolutionary
struggle for power.”

All this, of course, is pfrepara-
tory to the expected day of ripe-
ness for revolution and the time
to strike. For this the instructions
are specific and seem to be fol-
lowed just now by Italy  ahd
France under orders from Moscow.

“When the revolutionary tide is
rising, when the ruling classes are
disorganized and the masses are
ready for action and for sacrifice,
the .party of the proletariat is
confronted with the task of lead-
ing the masses to a direct attack
upon the bourgeois state. This it
does by carrying on propaganda
in favor of increasingly radical
transitional slogans and by organ-
izing mass action. This mass ac-
tion includes: strikes; a é¢ontinua-

tion of strikes and demonstrations;
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4 . eombination' of . strikes ~and-
xrj\ed demonstrations; . and;" fi~]
11y, the géneral strike k:dnjointly
with arnied instirteetiort:dgainst’
the state power of the botirieaisie.
The latter form of strugglé swhich’
i§ thé stipréme for, mmist be
ductéd ‘acéording 19 the “redes 61
war; 1t présiipposes: a Rarr of cani-:
paign offensive fightirig-ropera-
tions 4nd unbounded devotionand+
Heroisih ‘on the part of:thie prole=i-
tarlat., An dbsolutely-~essertial’
condition is 1ntens:f1ed"maim~g
tionary work i thé:ars
navy.” il
After the revolution of Novem=*'
ber, 1917, the Bolsheviks;: flushed:
w1th vlctory, expected the prol >
tariat of the world to rise:en:
masse as soon as they gave.the:
word. - Zinoviev; first President:
of the' Comintern, wrote in 1919:
“Before a year has passed. the
whole of Europe w:ll have gone
over to the Soviet system;” and
Trotsky claimed that the Red
Army, after defeating the Whites,
would coriquetr Europe and Amer-
ica. .Lenin seemed to think that
the world revolution was already
an accomplished fact, for he said:
“The Soviet system has conquered
not only in backward Russia but
in the most highly civilized coun-
try in ‘Europe, Germany, and in
the ancient capltallst stronghold,
England. . Even. in : America; the
most powerful and youngest of
the capitalist countries, the Soviet
system has the sympathles of the
working <lass.”

These - premature nroohemes
howevet, were not fulfilled, for
the attempts at revolution in Ger-
many, Austria, Hungary; Czecho-
slovakia, and elsewhere - failed,
and  the Bolshevik revolution
brought about its ‘'own negation
in a world-wide counter-revolu-
tion - which, in Italy, Germany,
Spain, and some minqr countries,
took shape as Fascism, Nazism.
and other reactionary dictator-
ships. The Comintérn, alwdys the
agent of the Soviet Government,
was at first very active in foment-
mg revolutionary movements in
various countries. including ‘China,
and especiallv during the presi—
dencies of Zirnoviev and Buk-
harin; but after their demotion
and hquidatlon the purging of
the - Communist = Party, - and - the
liquidationi of Trotsky and most
of the old guard of Bolsheviks,
the = Soviet Goverhment. under
Stalin “followed more and- more
the old ways of nationalism, im-
nerialism, -and buleaucracy, and
tried to make communism suc-
eessful in Russia before launching
another campaign for the con-
version of the world.’

The importance of the Comin-
tern, therefore, gradually dimin-
‘shed, and in May, 1943, under
stress of war and o allay the
fears of Russia’s allies, it was de-
clared to be dissolved. This an-
nouncement . was - received with
great enthusiasm in certain quar-
ters, but those who weré bétter
informed believed that the Com-
intern had meérely gone under-
ground, hibernating, as it were,
in a state of suspended animation,
though ready to revive and Te-
sume upon occasmn

The. occasion arose when it
looked as though the United States
would come to the help of Greece,
Turkey, and western Europe  in
4 large way and thus block the
spread of communism and the
territorial expansion of Soviet
Russid. The Coinintern, therefore,
or its equivalent, awoke and took
action. At a meeting in Warsaw
‘n September, 1947, of representa-
tives of the communist parties of
the Soviet Union, Poland, Yugo-
slavia, Bulgaria, Romama, Hun-
sary, Czechoslovakla France, and
Italy, it was decided to create an
International Information Bureau
which can be nothing else than a
revival of the Comintern for the
nine countries in question and
such others as may later wish to
participate..

- The Information Bureau is to

be composed of two: representa-.yﬂ

tives of the.communist parties of
the‘nme countries, seven of which
are’ Russian - satellites; . and - their |
task is “t6 recogize and ‘txchafge

experieficé -and; it edde vf neces= |

sity; . cdordinate the activity of
‘comimuhist: patties on'the. foundd~

tion' of ‘mutual agréément.”  The
wHBureau: is to, publish a fortnightly |

and; latef; a weekly- organ; and
its headquarters are to-be .in ‘Bel-
-grade, eapital city .of  Yugoslavia.

.In" the  Manifesto; ‘which was

-made publi¢ on Oct. 5, it is stated
that- -after - the :war the . Soviet
Union - angd. the ~demacratic coun=
tries “desired the rébuilding and
strengthening " of “‘démocracy in
tEurope, the liquidation of fascism
and. the prevention - of :a possible
-aggression on- the behalf of Ger-

{rigny” whereas “the United States

of America- and -with them Eng-
land aim at'a different’goal—the
elirmination of competition on 'the
world ‘market (Germany and Ja-
pan) and the consolidation: of
their dominant position.”

The Manifesto also declared
that “the Truman-Marshall Plar
is only a farce, a European branck
of the general world plan of po-
litical expansion being enlarged
by the United States of America
in all pdrts of the world.” It de-
nounced also the . “treasonable
policy of the Rightest Socialists
of the kind of Leon: Blum, Prime
Minister Attlee and Foreign Sec-
retary Bevin, Socialist leader Dr.
Kurt Schumacher in Germany,
and the right-wing Socialist Paul

-,Ramad.ier who are tra:tors in thxs ‘

Lommon cause.”

The Mamfesto closes w1th thls.‘.
mehacing resoliit :

: . C« st parties should ™
plaee themselves:iii-the ‘'vanguard, .
of opposxtmn against the .imperi-
alistic plans of expansion.and ag-*
gression in all their- manifestations,
whether- in support. of ‘state ad-
ministration, - politics, . economies, .

{or 1deology, and: - they shouldat.

e same time make and coordi=
_nate their efforts on the basis of
acotmon . anti-imperialistie. and
democratic - platform .as .well as
gather . around. themselves all .
democratic ‘and patriotic forces in
their:respective countries.”

This récrudescericé of the Com-
intern .js, - of course, in the first
instance an attack ornt the Marshall
Plah andthe supposed imperial-
istic de51gns of the United States.
Biit,: .in “view' of-.the violent
speeches of the Soviet representa-
tives «in the United -Nations arid
similar belligerent articles. in the
Soviet.press, and thée behavior bf °
communists -in. France and Italy,
one wonders whether the Sdviet-
Goverhment - believes . that - the
time  is’' ripe  for  revclution in
western Europe and that Britdain
and the United Nations can do
nothing to prevent it. t

However that may' be, it Iooks
as though the Comintern and its
affiliated parties hdd begun fo’
celebrate the 100th anniversaty of
the Communist Mdnifesto and the
abortive revolution of 1848.

Can the Federal Reserve
Serve Two Masters?

(Continued from first nage)
‘ts commitment to the Treasury
Department or to maintain ade-
quate credit eontrol in line with
its legal public responsibilities as
outlined in the Federal Reserve
Act. When the Federal Reserve
Board buys government securi-
ties for any reason it increases the
reserves of member banks, which
is inflationary.

The Federal Reserve System
purchases and sells governiment
securltles through the operation
of its open-market committee.
The Federal Resérve Act states
that = the  principles ' governing
open-market operations are that
“the time, character, and volume
of all purchases and sales of paper
described in Section 14 of thls
Act as eligible for open-market
operations shall be governed with
a view to accommodating com-
merce and business and with re-
gard to their bearing upon the
general - credit situation of the
country ” This, and this only, is
the legal Justlflcatlon for the
open-market operations of = the
Board. 1t is true that as a corol-
lary to its general powers the
Board might be justified in pur-
chasing ' goveriiment securities in
certain mstances_(l) if commer-
cid] banks are in need of funds
(2) if it could be proven that a
drop in the market value of gov-
ernment securities ‘would impair
the financial integrity. of these
institutions: or would give rise to
a belief in the mind of theé gen-
eral public that such impairment
had taken place, Nowhere in the
Act does it state that the function
of the Board is to support govern-
ment bohd prices or control: in-

terest rates in order to keeép the’

debt servicé as low as possible.
It is contrary to the Act if such
a policy would have an ‘adverse
effect on the general business and
credit situation of theé country.
Such action would therefore be
extra-légal.as far as the Federal
Resérve Act is concerned.

No one would criticizé such
extra-legal activities of the Board
in  supporting - the government
easy-money policy during war-
time, .especially when, under our
war-regimented economy, such a
policy would have little ill effect
on our economy. It should  be

clear, however, that the pohcy
was extra-legal and that Congress. |
has never sanctioned such a policy
by any amendment to the Federal
Reserve Act,

Low Interest Rates Favored

The Federal Reéserve has ' fa-
vored low interest rates almost
continuously sirice thé advent of
the New Deal. In thé early days
of the great depréssion, the argu—
ment was madeé that low intérest
rates in general wotild stimtldte
busipess and low rates on goveérfi-
nient issues would keep dowri the
cost of setrvicihg a rapidly rising
debt. © At that time  the public
crédit policy of the Federal Re-
serve and theé Treasury policy
were quite compatible. During
World War II, a policy favoring
a gradual declining ifiterest rate
was favored by thé Tréasury Deé-
partment and {he Federd]l Reserve
System the two working hand
in hang in supporting government
securities,

Such "a policy was not at vari-
ance with the public responsibili-
ties of, the Board, It was in the
general public interest as part of
our war program.. Credit wes re-
stricted unless it was used to pro-
mote war production or pro uc-
tion to satisfy essential minimum :
consumer ' needs, We did have
credit inflation; but it was almost -
entlrely the result of war finane- |

‘ing through comrercial ' banks,

which was essential in fmancmg
the higher Fedeéral deficits. . i
The Treasury Department qulte
generally - favored a low interest:
rate from: the early days of the .
New Deal until the summer : of
1947. Naturally, the cost of serv-
icing - the government: debt was
paramount in the minds of the
United States Treasury officials.
Everything possible was done,
from an analysis of the most eco- .
nomical maturities to use, to. con~ '
trol over the ‘types and amounts
of ' government securities - chan=
neled to various segments of our
economy in order to secure the
most economical - finaneing of a
ramdly expanding government
debt, .
In its 1945 annual report issued
in 1946, the ‘Federal - Reserve

Board pointedly recogrized the
dilemma facing it in the atmos-
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inflationary . boom, :the "'Bo
" ‘stated’ that “the' *problem called

for & vigorous attack on the basic [

cause ‘of -inflationary pressures;”
In ‘discussing the- need for .addi-
- tional legislation to control credit,
the Board stated that existing “re-
straints ‘may ‘not 'suffice: because
-of “ circutnstances "which “are the

heritage ‘of ‘war finaheing”  Par-'

ticularly worried about the short-
term government ‘debt 'at that
time, the Board: ‘added: “'“The
Federal Reseérve System stands
ready to' purchase short-term se-

curities' on. the' open market in-

order to prevent short-term 'in-
terest rates rising above the level
_the Government is now paying.
Th's - assurance . (to: the - United
States” Treasury)  was- given -be-=
.cause-the Boarddoes not favor a
higher level of interest rates: than
-thé Gevernment is now: paying.”’
The Board admitted: that.the ‘pol-

icy. made it possible for.the ‘com-:

mercial - banks ‘to ' increase the
money supply irrespective of the
Board’s national monetary policy.
The Board did add that while it
did not favor higher interest rates
still a fconstant. downward pres-
sure on interest rates is . . . not
desirable under inflationary con-
. ditions.” Thus the Board favored
rates stabilized ‘at about the 1945
levels. It did not favor higher rates
nor the replacement of short-term
governments with : long-term" se-
curities as e:ther course would in-
créase the cost of the public debt.”

The Board at the time further
took the position that:the current
inflation was.the:result of a large
supply of money -already- created
and the; insufficiency . of .produc-
tiion in relation to the monetary
supply, neither of which cause
would be corrected by higher in-
terest rates. ‘

Attitude on Government Bond
Prices

The Board stated that if govern-
ment bond prices were permitted
to -fall and interest.rates to rise
this would create difficult market
- problems for the Treasury which
must refund constantly; and, in
zddition, if -the price decline was
sharp, it might weaken the confi-

‘dence; vf the public in financial:

. institutions whose- assets were so
‘largely invested -in government
~obligations.. However, the Board
caw inflation as a dangerous threat
to our further economic well-be-
-'ing and agked for more power to
-‘curb-the rising inflationary spiral,
as ifs existing powers could not be
used. ; t :
. In its 1946 annual report, issued
in 1947, the Board called attention
to certain factors which were lim-
iting the further monetization of
the public debt: (1) the redemp-
tion ‘of securities by the Treasury,
(2) the selling of governments by
commercial banks:in order to ob-

tain reserves'to back expanding

| loans, (3) and a discontinuance of
the preferential rate by the Fed=
| _eral Reserve on government se-
“cured loans. ‘The Beard repeated
| the stand on interest rates which
i it had stated forcefully in' 1945.
| “In 'view of the large public debt
(. outstanding; : it “is desirable t o
maintain at.the existing low level
i the rate at which the government
can 'borrow on its:long-term obli-
gations.”:“Ag in the1845. report
- however, the Boardistated that “it
‘watild €. etosavoid fur-
| therdeclines in-interest rates.”
" ~For some:time the.Board feared
thé' shift by banks from 'shortd
' term “governments: to: long-term
| governments in order to.increase
earnings. - To. 'prevent this, the

- Federal Reserve Board stated that

it must be given a direct way to
. decrease the ability of banks to
shift at will their holdings of gov-

. ernment securities to the Federal
: Reserve System and thus engage
| in excessive credit expansivn. The
| Board stated that attempts to re-
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| in’ the open market, or by limiting

‘ ¢t credit at the present time
y-selling‘securities of the system

the purchasing of securities by the
systei, - eithier of . ‘which ' actions
‘might cause-gsharp declines in the
prices of “goyernment securities,
‘could ‘not be tolerated and . ..
might fail' to accomplish the de~
sired purpose” in“anxy event.
Statements issued in 1947 by the
Board:-have not.contradicted: the
announced policy of the Board re-
‘garding interest rates; in fact, the
cummer of 11947 “found  the: Fed-
eral Reserve System holding the
vast majority of the very shortest
term. government securities as a

result of its support policy. This

is what happens when you' sup-
port an- artificial rate. You may

end up .holding all of the securi--

ties you are. trying to support,
Perhaps . this is a lesson thatthe

Federal Reserve Banks might re~|

view . in.. considering.. continued
support. of long-term government
securities. - The Federal Reserve

has. permitted long-term-rates to||

drift gradually upward from 2.08%,
to 239% during the past' two
years. :

The Treasury Department raised
the rates on its shortest term se-
curities from %% to %% and on
its one-year: securities from %%
to 1% in. the summer and early
fall of 1947. This must have been
9 slight set-back. fo the Federal
Reserve -that had so receatly
argued that the rates should not
be increased because of the'addi-
tional cost that would be entailed
by the United States Treasury
Department. The. “sixty-four dol-
Jar” question is whether or not
the Treasury has decided to let all
yields “of . government securities
seek their free and uncontrolled
economic, level and has released
the Federal Reserve from its com-
mitment’ to support government
bond ‘prices.

Federal Reserve Requests
Additional Powers

In November. Mr. Eccles re-
quested additional powers to con-
frol credit in a statement before
the Senate Banking and Currency
Committee. - Surprisingly enough;
his request included only one of
the series of changes suggested in
the Board’s 1945 and 1946 annual
reports to which bankers were se-
riously. opposed. Mr, Eccles of-
{ered a five-point program to pre-
vent inflation. : The point to which
bankers took immediate and voci-
ferous - exception was that com-
mercial banks be required to hold
special secondary reserves against
both demand and time deposits in
addition to existing primary legal
reserve requirements.. This. re-
serve would be in the form of
short-term government securities
or: cash ~items. Mr./ Eccles sug-
gested that the maximum be fixed
at -25% . of. demand deposits. and
10% - of time deposits.  Not “only
has banking opinion been univer-
sally opposed. to this proposal, but
Mr. - Snyder, Secretary of the
Treasury, stated “I' am .against ‘it
because I don’t think it will
achieve the ends he expects.” The
Federal “Advisory = Council - also
came out :100% against the pro-
posal and so-advised the Board as
is.its duty.

In summary of the Board’s posi-
tion, it has.stated ‘that- it must
have additional .powers to.control
credit; because if it uses its exist=
ing : powers, especially in ‘open=
market .. operations; - such' ‘action
would run counter to its commit-
ment to the Treasury. It justifies
this: commitment, -even though it

great; (2} that instability might
result in-.ihe. financial markets,
which would interfere with the
refunding which must constantly
be carried on by the Treasury;
and (3) that the decline in market
values of government securities
might - jeopardize = the financial
standing of banks and insurance

‘companies in the eyes of the pub-
lic, Gt X '

%, Is the Federal Reserve Systein
justified in its position?. From the
-standpoint. of costs; the Treasury
itself ‘has already adjusted short-
term rates upward and the Fed-
erad Reserve has permitted yields
on ‘long-term .issues to rise to

12.39%: If .the yield on long-term

government securities was to be
permitted .o rise: in line with de-
mand and supply forces, it seems
highly unlikely that the additional
cost ‘to the. Treasury ‘would ex-
ceed ore and a  quarter billion
dollars. Balanced -against this
would be the savings the govern- |
ment obtained by halting or slow-
ing down the pace of the. infla-
tionary spiral, which would be
well in excess «0f the billion and
a <quarter deollars extra interest
cost.. Furthermore, it is the tax-

.payer ;who would be called upon

to.:bear : the additional - interest
cost;:but; as a consumer, his sav-

ings s resulting from halting or

slawing. down the pace of the in-
flationary spiral would be many
‘Times'the increased cost of serv-
ing the debt, ;

In the second case, in the mat-
ter < of . refunding, it seems .ex-
tremely unlikely that the Federal
Government, after: adjusting its
new offerings to current market
conditions,  would run into any
difficulty in refunding operations.
There is still and will be a great
demand for governments at the
right yield. In fact, if the Fed-
eral Reserve and the Treasuty De-
partment insist. on madintaining
vields at low rates not justified
by general economic conditions,
refunding  might be much more
difficult than' it would be under
conditions ‘where rates were per-
mitted to adjust fo their free. eco-
nomic ‘level. Support of ab-
normally low yields might even
mean that the ' Federal  Reserve
would be:buying in'great volume
the refunding "issue§ as ‘well as
the outstanding issues. Therefore,
the reserve of the Federal Re-
serve contention . in ‘this regard
might be expected:

Effect of Lower Prices of
Government Bonds

In the third case, what about
the problem of a declining market
value of ~ government securities
held in the portfolio of financial
institutions? It ' has been 'esti-
mated that less than 10% of the
holdings of commercial banks have
maturities in excess of ten years.
No conceivable ~drop in govern-
ment bond prices could seriously
affect such institutions. In the case
of savings banks and insurance
companies, it would certainly be
justifiable to permit them to carry
a.government security at par; as
there is no foreseeable reason for
their - being forced to liquidate
their: long-term securities, even
though the proportion of their
assets in long-term governments,
especially in the case of savings
banks. is higher than that of com-
mercial banks. Banks should be
permitted to borrow from - the
TFederal: Reserve ' against ' their
goveriment  securities ‘at par al-
‘theugh; of course, at a rate that
would not make it profitable for
them to do so.

‘It does not seem that the Fed-
-eral Reserve Board is justified in
supporting . government bond
prices further or in preventing the
yield ' on  government : securities
from rising, The Board has said
that higher “interest rates would
not, in its opinion, deter inflation,

'as low interest rates were not the
isextra-legal; ‘on- the following.|
grounds:  (1). that the. additional |
cost .to the: Treasury: would ’ be:

cause ‘of :inflation. While it must
be:. conceded that the major. cause
-of :inflation is the over-supply of
'money in.relation to production,
this - situation, will gradually
change; and  while the -interest
rates. may not now be of ‘major
importance as a deterrent to infla-
tion, it will gradually assume in-
‘creasing importance. On the other
hand, when the Federal Reserve

does -support government securi-

ties by purchasing them,-in order

to kegp the yield down, it places
an equivalent amount of reserves
in the hands of commercial banks.
It thus expands the credit base,
which must. be considered 'as
strongly inflationary, at a time
when the Board itself is asking
for more powers to restrict credit.

The = Federal - Reserve Board
should ' permit interest . rates to
adjust gradually to their economic
level.: it showldt ask to be released
from its commitment to the Treas-
ury Department. At the end-of
December the Board permitted the
price of United States government
sécurities to drop by lowering its
bid for certain government se-
curities. However, the Board in-
dicated that this new level will
be permanent and that they will
not permit a further decline. Does
the Board actually mean this or is
its recent action only a step in a
program to permit government se-
curities 'to gradually seek their
economic level?  This is the ques-
tion that many bankers are ask-
ing at:the moment.

The Reserve Board should review
its stated policy towards govern=
ment interest rates at a time when
the inflationary spiral  is 'rising
rapidly. The broad viewpoint as
to what is best for our whole
economy and not what the Treas-
ury Department thinks it will cost
the government should be the
guiding principle of Federal Re-
serve policy. The Board needs no
additional powers to meet its re-
sponsibility. . -A leading banker
Mr. J. Stewart Baker, President
of the Board of the Bank of Man-
hattan Company, stated the “min-
imum program” clearly. “To stem

‘the tide of rising prices, expan-

sion in the supply of money and
credit must be curtailed. In order
to accomplish this the Federal Re-

serve Board should abandon all
commitments—stated and implied
—to hold yields on United States

Government securities at specific

levéls. . ... Inflation is too-high
a .price to pay: for cheap money
and we' know that inflation is the
inevitable ' result ' of artificially
maintaining .cheap money by the
expansion of central bank credits,”

Redemption of Bonds
0f Republic of Haili -

Banque Nationale de la Repub-
lique d’Haiti, as fiscal agent; is -
notifying holders of Republic of
Haiti internal loan (5%) series
A bonds and bond certificates
due July 15, 1957, that $410,040 -
aggregate principal amount of
these bonds and bond certificates
will be redeemed on Jan. 15 at a
redemption price. equivalent to
100% of the principal amount and

-interest to. the redemption .date,

through operation of the sinking
fund. Payment of the bonds and .-
bond certificates will be made at
the head office of the fiscal agent,
Port-au-Prince, Haiti, and at the
head office of its New York agent, -
the National City Bank of New

York. A | ¢

W. P. Watts Dead

William Prescott Watts, widely
known railroad bond consultant
for Stroud & Company, Incorpo-
rated, died at the age of 62 after
a. month’s illness.

He joined Stroud & Company’s
Philadelphia office in 1936, after
a number of years in Washington
and Baltimore where he acted as

an independent . railroad = bond
consultant. For the Stroud. firm,
he wrote and edited the publica-
tion, “Bond of the Week,” and was
known to hundreds of persons in
financial circles throughout the
country. ;

{
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Capital
Surplus
Undivided Profits
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Deposits A
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Condensed Statement of Condition, December 31, 1947

RESOURCES

Cash on Hand and due from Federal
Reserve Bank and Other Banks

Other Resources ... ___..__

LIABILITIES

Dividend payable January 2, 1948

Reserves for Taxes, Expenses, etc

United States Government -and State and Municipal
bonds carried at $13,469,731.44 are pledged to secure
public deposits and for other purposes, as required by law.

One of the Oldest Trust Companies in the United Statﬁa_,“

Member Federal Deposit Insurance Corporation,
New York Clearing House Association and Federal Reserve System.

(

NEW YORK OFFICE:
26 Broad Street
Ngzw York 4, N. Y.

$ 62,282,868.82
- 135,187,151.01
5,802,519.86
2,430,416.53
36,149,329.83
239,555.37
2,500,000.00 °
*1,000.00
664,475.90

$245,257,317.32
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$ 8,200,000.00
5,700,000.00
1,678,940.12
808,794.17
205,000.00
227,800,030.20
864,552.83

$245,257,317.32
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Raising Income Levels vs.Consumer
Crednt as Inflation Factor

(Contmued from page 4)
of consumer - credit changes on
sales and prices.

When monthly personal income
payments are compared with
monthly levels of consumer credit,
it is apparent that the cause of the
fluctuations in income payments is
not the relatively greater change
in the volume of consumer credit,
“The decline in the index of per-
sonal. income payments (not the
same as disposable personal in-

Table I.—Indices of Total Con-
sumer Credit Outstanding and
Disposable Personal Income
(1929=100).

Total Disposable
Consumer Credit Personal
P (End of Year)
1929 o zi_.o. 100 <100

89.3

76.4

58.0°

54.8

62.6

703"

80.1.

86,1

79.4°

85.1

91.8

1116+

Source: “Federal Reserve - Bul-
letin” for consumer credit; U.
S. Department of Commerce,
“Survey of Current Business,”
Supplement, July, 1947 for dis-
posable personal income,

Income.; .

‘| come receipts.

come referred to in:Table I) in
1929 (cf. Table II) began in Sep-
tember while the decline in the
total consumer credit index did
not begin until November. ‘The
downward  trend in personal in-
come, payment halted in April,
1933, while the. more.drastic de-
cline in consumer credit halted
in June, 1933. The upward trend
in personal income. payments

 halted in September, 1937, while

the trend in total consumer credit
started downward in November,
1937. In'1938, the index of per-
sonal income payments rose in
July. while the consumer credit
trend started up uncertainly in
August and definitely in Novem-
ber.

It appeaxrs,  therefore,  that
changes 'in ‘credit’trends are the
result of changes in personal in-
It is the expecta-

tion "of - income increases that

|'stimulates credit expansion and

the ~expectation .of declining in-
come that depresses credit vol-
ume; therefore, it is fair to con-
clude . that devices designed  to
stimulate credit expansion during
recessions will not succeed unless
an expectation of increasing in-
comes is developed; nor-will de-
vices designed to curb consumer
credit expansion  succeed unless
the prospect of rising personal
income payments is dampened.

It is important to know, espe-
cially as an administrative device,

Table II—Indices of Variations of Consumer Credit and Personal
Income Payments According to the Timing cf the Variation.

Consumer
Credit
1935-39=100
Nov. 113.6
Jun.
Nov. 115.6
Nov. 105.3

Year—
1929 (recession)
1933 (recovery)
1937 (recess’on)
1938 (recovery)

Source: U, S. Dept. of Commerce,

Personal Income
Payments
1933-37: 1929=100;
1938-41: 1935-39= 100
Sep. .102.1
Apr. *55.5
Sep. 88.7
July 96.4

57.7

Survey of Current Business.

FIDELITY.PHILADELPHIA
Trust CoMPANY

Organized 1866
Statement of Condition, December 31, 1947

DIRECTORS

‘EDYARD HECKSCHER

Dumor lelu, Inc,

BENJAMIN RUSH
Chalrman of the Board
Insurance Company of North :
America

THOMAS D, M. CARDEZA

LAWRENCE SAUNDERS
President
W. B. Saunders Company

GEORGE WHARTON PEPPER
Pepper, Bodine & 8t

ROBERT DECHERT
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Mortgagen

Cash on Hand and Due from Banks . .
U. S. Government
Securities . .
State, County and
Municipal Securities &
Other Sequrities . 4 .

e e e e

Less Reserves
Total Securities and Loans

t in Fidelity Building

ASSETS - ;
$ 42,450,088.09
e es $.75,700,738.83

8,141,625.03
12,694,663.05
61,615,386.41
$156,052,415.52

154,052,415.32
1,764,665.18
2,989,117.48

‘Barnes, Dechert, Price, Smith
& Clark
SIARSHALL 8. MORGAN

PHILIP T. BHARPLES Real Estate
| Preside

nt

“The Sharples Corporation
w. FIRDLAY DOWNS

Preside
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SAMES H. ROBINS

President.
American Pnl!zy Compaay

ADOLPH G. ROSENGARTEN, JR.
. Stradley, Ronon, Stevens and
Young «

* '@TANLEY W, COUSLEY
President

Deposits

nmcxs J CHESTERMAN
« Presi
“The Bell ‘l'elevhobe Company ot
Penneylvas

DRVILLE H. Buu,n"r

Director

WVirginia Coal & Iron Company
THOMAS 8. GATES

Chairman

University ot Pennsylvama
THOMAS B. K. RINGE

Morgan, Lewls & Bockius
BIALCOLM ADAM

Vice-P

“The Penn Muml.l Lite Insurance

Company
M. HOFFMAN DOLAN
!AUL DRE“ RY FOX

The Pemu)lunla Ratirosd
Compai

Branch Office, 325 Che«tnut Stteet
Vaults, Furniture and Fixtures . . . «

- Accrued Interest Receivable
. Prepaid Taxes-and Expenses
Other Assets
Total Assets

o U.S. Treasury & 4+
Other Deposits . .. .
Reserve for Interest, Taxes, ete.

. Other Liabilities . ,> - .7,
Total Liabilities
Capital Funds

Undivided Profits , . .
¥ ReserveforContmgencnes

Tohl Capital Funds
Total Liabilities and Capital Funds . + .

100,000.00
743,798.25
1.00

£82,970.14
71,337.96
35,503.56
LIABILITIES
S § 21440046
176,975,788.58
651,241.37
179,164.58
T . $178,018,584.99

v+ - $ 6,700,000.00
13,300,000.00
4,118,483.80

652,826.19
' 24,771,309.99
$202,789,894.98

United States Government obligations and other securities carried [n the above
statement are pledged to secure Government, State and Municipal deposits,
Clearing House Exchanges, and for fiduciary purposes as required by law in the

sum of $22,778,866.65.

STANLEY W. COUSLEY, President
BROAD AND WALNUT STREETS, PHILADELPHIA 9

Menlur Federal Reéserve System'

Mcmber Fﬂknl Deposit Insurance Corporation

jeurs.

the relation of specific types of
consumer credit volume to per-
sonal - income trends, For  this
purpose, we may review: three
classes of consumer credit: instal-
ment sale debt (including automo-
biles); instalment cash loans; and
charge account sale debt.
Instalment sale debt shows the
same relation to disposable - per-
sonal incomes as was. pointed out
in the case of total consumer
credit—falling ‘more rapidly than
déclining disposable persenal in-
come and rising more rapidly than
rising disposable personal income.
While the decline in personal in-

come payments began in Septem- |.

oer, 1929, the index of instalment
sale debt started down unsteadily
in September ang decidedly in
November, ‘The- recovery in. in
come payments came in April,
1933, while the recovery in instal-
ment sales debt began in. May.
The collapse in personal income
payments in 1937 began in Sep-
iember; in instalment sales debt
it began in: October. The recov-
ery in income payments began in
July, <1938, 'and‘ in instalment

credit in N ovember.

The conclusions already reached
regarding total consumer credit
are applicable to instalment credit.
This is. true because instalment
credit made up so large a part of
total consumer credit volume dur-
ng these years. The .variations
‘n  instalment credit relative to
incomes indicate that they are
normally the result and not the
cause of income fluctuations. Ef-
lorts aimed at controlling instal-
xnent credit, therefore, may be at-
acking - symptoms rather than
causes.

Instalment cash loans show lit-
de correlation in time to income
variations, For example, the de-
cline in instalment cash loans
lagged behind the’decline in in-
come payments in 1929 by 14
months. While income payments
Jecreased in 1937, instalment cash
loans- continued to rise through
1941.

Charge- account sale: debt in-
dices began a decline, after four
months - of stability, in January,
1930, lagging behind the Septem-
ber, 1929 decrease in income pay-
ments. Recovery' began in De-
cember, 1933 lagging far behind
the start of recovery in personal
income: payments. The decline in
charge account sale debt began in
December, 1937, following the
September, 1933, decline in per-
sonal income payments Recovery
in income payments began in
July, 1938, while recovery. in
charge accounts began slightly
before—in June, 1938, - The same
2onclusion regardlng the relation
of credit trends to income levels

that has been reached already|.

applies in this case also.

It has been shown that, follow-
ing a change in the  trend of
consumer credit which ‘normally
Jccurs after a change in personal
income payments, consumer
cred:t volume then moves in“the
same direction” as income pay-
ments until the next change in
the income  payments trend oc-
- The fluctuations in con-*
sumer . credit trends are ‘more
severe- than the corresponding
movement in the trend of personal
‘ncome payments, It may be ar-
gued that in none of the years
under consideration was an effort
made to shape the course of credit
movement like the efforts made
during the War, If the effort had
been ‘made’ then credit changes
could ' have been controlled. If
changes in credit volume had been
controlled then it may: be argued
that income would have shown
greczlater stability.. during this pe-
rio

The time relations between
consumer credit changes and per-

soral income payments :indicates

i that people incur debt on the

-| lions, savings out of personal in-

basis. of expectations of rlsmg
personal incomes, and they liqui-
date those debts on the basis of.
an expectation of falling personal
incomes. "The-expectation of ris-
ing incomes lessens the risk of
incurring debt; the expectation of
falling incomes increases the risk
of incurring debt.

Studies -of the Federal Reserve
Board shows that as we advance
along the. income scale, savings
increase (“Federal Reserve Bui-
letin,” August, 1947, pp. 951 ff.).
Reports of . the Department of
Commerce show: that from 1929-
1941 as total personal income pay-
ments. varied savmgs out of those
incomes varied in the same direc-
tion. In other words, the trend
of savings rates varies in the
same direction as the trend of in-
come and consumer credit.

It follows, then, that as incomes
rise and people are. confident ot
the future, if they find consumer
credit is not. available they will
spend. from;sav.ngs or from in-
come. that would otherwise have
been saved. They are willing to-
reduce their savings volume in
order to spend because savings
are a safeguard aga nst the un-
certainties of the future; when
ris’ng incomes. provide this safe-
guard, then the need for savings
is diminished in the saver’s mind.

This.may be illustrated. by the
fact that in 1930 when disposable
personal incomes stood at $73,688
millicns and the volume of total
consumer credit ‘outstanding was
declining and ‘the: cost- of living
was falling, personal savings for
the year amounted to $2,899 mil-
Lons. This was the beginning ot
an era of declining personal in-
comes. In 1939, at the beginning
of ‘an era of rising personal in-
comes  (following the 1937-193¢
recession) when 'personal income
payments -stood at $70,167 mil-

come amounted to $2,701 millions.
In other words, out of an income,
that in 1939 amounted to $3% bil-
lion less than in 1930, savings
amounted to almost as much as
in 1930. The relatively large pro-
portion of savings out of income
in 1939 was due, no doubt, to a
lower cost of living as well as tc
rising personal incomes. But the
ris'ng volume of consumer credit
that accompanied the increased
volume of savings in 1939 is sig-
nificant, It indicates that despite
the lower cost of living  people
were wiiling to save and to incur
debt. In so far:as these savings
wery deflationary they offset the

'Table III.—Indices (Seasonally

Sale Debt

Year— 1935-39=100

1929 (recession)
1933 (recovery)
1937 (recession)
1938 (recovery)

Dec. 77.2
Dec. 104.3
Jun, 100.3

Source: Cf, Table II.

Both types of credit lagged be-
hind the decrease in sales in 1929,
Charge. account. sale debt lagged
behind sales in the recovery, of
1933 while the instalment credit
revival started with the sales re-
vival. Both types of credit lagged
behind sales in the 1937 recession,’
Instalment’ sale  .debt, unlike the
1933 recovery, lagged far: behind
the recovery in sales'in 1938 while
charge account sale debt recovery
began with the recovery in sales
Variations. in.  personal - income
payments (cf. Table II) preceded
the 1929 recession in sales; came
‘n the same month as the recovery
in sales in 1933; preceded the 1937
sales recession; and followed the
1938 sales recovery by a -month,

The timing of the expansion in
sales credit was. more closely re-
lated in some years with expan-
sion in sales than was the relation
between the contraction of credit
and the contraction in sales But
the closer relation betweén the
expansion of the variables is not

Jan. 124.3'30  Mar. '61°30

consistent. In. 1933, . instalment
isale -debt and department store

inflationary tendency of consumer
credit; and, in so far as the vol-. .
ume of both. consumer credit and
savings appears to be the result
of changes in ‘the' volume of .per= .
sonal income payments, a reduc-
tion by force in consumer 'credit
would have been offset by a de-
crease in the volume of savings.
Inflation can be controlled only
by an attack on credit, savings -
habits ang incomes—not on credit
volume alone,

The objection may be raised to
the last conclusion that those who
use credit are not the people who
provide the savings; theretore, if
restrictions are placed on the use
of credit they will not affect the
rate of savings and, hence, these
restrictions will serve to retard
total spend:ng, It is true that if
the level of dividend, rent, inter-
est anj transfer payments in 1939
is corrected for changes in the
cost of living, the recipients of
these shares of distribution had
the ability to save as much, if not
more, in 1939 as in 1930. Esti-
mates of the Federal Reserve
Board show that approximately
50% of spend.ng units received
incomes from $2,000-$5,000 in 1946
and provided about 45% of liquid-
assets 'held. - If consumer .debt
arises largely from this group. and
those below . it, who held about
16% of liquid assets, and if our
conclusions regarding the reasons
for the incurrence of debt . be
true, it seems certain that a great
deal of the contraction in- con-
sumer debt afforded by controls
will be offset by spending from
savings or income. that would

otherwise be saved so long as in-
comes have a tendency to rise.

s

Consumer Credit and Depart-
ment Store Sales—If consumer
credit exerts an important in-
fluence in  creating inflation it
must do this by affecting the de-
mand for goods. In order to
ascertain the normal influence of
consumer credit on sales, two
relations. may be established: (1)
The timing of charge account
sales debt of department stores .
and. instalment sale debt of de-
partment stores and mail order
houses compared to department
store sales; (2) the relative varia-
tions in these types of consumer
credit, personal income payments
and department:store sales.

The timing cf changes in charge
account, instalinent sale debt of
department ‘store and mail order
houses and department store sales
is shown in Table III.

Adjusted) and Timing of Changes,

in Trends of Charge Account Sale Debt, Instalment Sale Debt of De~
partment Store and Mail Order Houses, and Department Store Sales.
Charge Account

'Instalment
Sale Debt
1935-39=100

Sales
1923-25=100
Oct. 112
Apr, 67
‘Oct. 93
Jun. 82

Apr. 3176
Dec. 119.2
Nov, 113

sales expansion came in the same
month; In the 1938 recovery in
instalment, sales debt lagged five
months behind . the recovery in
department store sales, Charge:
account: expansion-lagged behind'
the recovery. in department. store:
sales in. 1933 . by eight months
while in 1938 recovery :in ‘both
came in the same month,  In:view -
of this, it is questionable'if credit
is the primary: cause of variations:
in sales.. In so far as it is not,
then credit controls will prove ‘in~
effective in controllmg demand' in
this area. [

A comparison of the extent of
change in charge account, instal-
ment sale debt, personal income:
payments and department  store:
sales is given in Table IV. ' This
will indicate the extent to, which a
change in each of these influences: °
the volume of sales.

From 1933 to 1937 the extent of
the expansion ' in. department
store sales: was much more closely

‘correlated < to the expansion in

income payments than to credit,
From 1938-1941, instalment . sale-
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credi_t and-income payments ex-|count sale debt volume increased
bansion. ran ‘far ahead of sales|aearly the same degree as sales,

i €Xpansion while: the  charge ‘ac-

The ‘conclusion ‘can be reached

- " Table IV—Relative Changes in Volume of Charge Account Sale
Debt, Instalment.Sale Debt of:Department Store and -Mail Order
. ;Hqusgs, Personal: Income Payments and Department Store. Sales,

Charge Account
-+:Sale Debt. ..
75.4—.

108.1
99.2—
127.6

Period

1937 .
1938—
1941 (June)

—

Instalment
- Sale Debt

37.2—

Income
Payments

Source: Cf. Table IL Base Years:' 'Charge Account Sale Debt and In-

stalment Sale Debt 1935-39=100.
Department Store’ Sales, 1923-25==100,
Income Payments, 1933-37, 1929=100; 1938-41, 1935 =10C.

All figures seasonally adjusted.

that credit expansion does not
have the causal or intensifying
influence on sales volume that is
assumed by those that advocate its
control. ! 3

111,

. Consumer  Credit and pCost of
Living—Despite its apparent un-
importance, in’ causing changes in
the trend of.incomes. and- sales,
consumer credit appears to’ have
‘soime . influence in stimulating
sales after a trend in acertain

direction has set in. It is possible
then that after a trend has set in,
credit - contraction  or- expansion
might cause prices to fall or rise
to-a greater degree than would
occur in -the absence of the in-
sensifying influence of credit,
“.A comparison of the extent and
timing of total consumer’ cred:t
“luctuations ‘and . cost - of - living
ndices from 1929 to 1941 is'shown
n. Table V.,

Table V.—Indices of Variations of Consumér Credit Volume and

Cost of Living, 1929-1941, -

Year—

1929 (recession)
1933. (recovery)
1937 (recession)
1938 (recovery)
1941 - (April)

Source: Cf. Table I~

The recession in' consumer
wcredit and in retail prices began
in. November, 1929, and Novem-
ber, 1937,  But the same correla-
tion in timing is not shown when
the expansion of consumer credit
.is compared to the expansion of
retail prices. ' The 1933 retail
price level rise preceded the in-
<rease in consumer credit and,
‘whereas the index of consumer
«<redit had risen from 105.3 to
150.1 between November, 1938,
and April, 1941, the cost of living
had increased none. The evi-
dence ' is = conclusive that - con-
sumer credit expansion had little
influence in creating a price rise.

It may be argued that the pres-
ent situation differs from the
condition in the years reviewed
here in that scarcities exist to-
day. To that extent any supple-
ment to income quickly pushes

Consumer

Nov. 113.6
Jun. 57.7
‘Nov. 115.6
Nov. 105.3

. Cost of Living
1923=100
Nov. 100.9
May 72.3
Nov. 89
Jan. 86.9
86.9

Credit

150.1

rices up.’ In this respect the im-
cosition of credit controls will
serve some purpose in curbing
rice increases, But, in so far as
>redit levels are the result of in-
>ome variations and in so far as,
luring periods ‘of ‘rising income,
redit expansion is offset by in-
‘reased savings the effort to com-
Jat price inflation by credit con-
irols will prove fruitless.

The evidence  of this paper
Joints to the fact that it is the
‘evel of personal income that is
the fundamental causal factor in
creating  the spiral of inflation,
Every effort must be. made  to
control that  factor; otherwise,
those who are responsible for ex-
tending and for controlling con-
sumer credit will be saddled with
1 responsibility which they may
be unable to carry out to the goal
of preventing price inflation.

Peace Ta:getsf;:for,1948' an(»lx 1950!

(éontinued from page.4)
ditions to increase its prospects of
success, but above all; treating it

as the bipartisan program that it|"
~|'is, and not permitting. quibbling

or politics to delay and handicap
or cut in half and destroy.-
Third:. *We should maintain a
strong military. position and in-
crease our air power and enlarge
our research. This is essential for
the dual reasons that no one can
guarantee future peace and the
decisions of others are more likely
to be for peace if we are strong.
Fourth: Our economic prac-
tices' must be consistent with our
foreign policy. Specifically, we
should promptly stop shipping to
Russia heavy machinery, machine

tools, electrical devices, and other

apparatus and equipment which
could become a part of a Com-
munish war machine. This stop-
page of this type shipment should
oe our rule unless and until the
leaders in the Kremlin show by
Jefinite agreement and - action
that they will cooperate 'in re-
building Europe. According to

latest available statistics, in 1947

the United States shipped - more
industrial ‘machinery ' to ' Russia
than to either France or England,
and more electrical machinery to
Russia than to France and.Eng-
land . combined. - This does not

‘| make sense under the current ob-

structionist policies of the Polit-
buro. = Neither the attempts to
minimize the amounts nor to refer
to our imports justify this incon-
sistency. The claim that we re-
ceive most of our essential man-
ganese and chrome ore from Rus-
sia is not true. We have received
less than Y3 of our total imports
of these two ores from Russia and
we can, with comparative ease,
develop the other sources to fill
our complete needs.

Fifth: 'We “should promptly
initiate an extensive world-wide
campaign of ideas to combat the
propaganda line of the Com-
munists of Russia. Its objective
should be to advocate, explain,
inspire, individual freedom ' for
men everywhere. It should go far
beyond the voice of American
broadcasts and with versatility
and - resourcefulness ' assist the
genuine desire for freedom and

slake the world-wide. thirst for
truth, . ;

‘The 1950 Target

If these five interim phases are

well carried “out, the year 1950
could ‘see this situation: .
.. Continued success of the Amer-
ican - economic system, marked
progress in' rebuilding Europe
with rising standards of - living,
and a definite trend toward in-
creased individual economic, so-
cial.-and political freedom, con-
t_inued low . production and poor
living standards in Russia ‘com-
pounded rather than corrected by
the ruble purge, the inability of
the Kremlin to successfully wage
aggressive - war, and diminishing
Communist strength in other na-
tions, ‘

‘This could well be the soil from
which  the United Nations ‘could
grow to greater strength along
with a major realignment of Rus-
sian’policy. ‘This could mean’ an

increased "assurance of peace,’ a

brighter outlook for -individual
freedom. and human - rights, - a
larger enjoyment ‘of  life with
higher production and easier flow
of :goods, .of ideas: and of men
between nations, and tremendous
dividerids of better living to all
peoples. ,: ;

To those who mutter “dreamer”’
and ‘“visionary” to thoughts like
these, permit me to respond that
all broad happy-steps in mankind’s
tortuous progress, including the
original establishment ' of  these
United States of America, were
met by such labels,

Let me further ask for the al-|

ternatives to such ‘an integrated
program of . long view,

Avoid Jellylike Appeasément
Certainly the  history of the

< world does not recommend a pol-

icy of blind: and spineless semi-
surrender to totalitarian concepts
or demands as advocated by the
extreme left ‘now in America.
From modern Munich to ancient
Athens history says that the road
to peace cannot be paved with the
jellylike blocks of appeasement. -

Equally do the lessons of the
vast and our own powers of reason
tell us that problems are not
solved - by " closing our . eyes to

them, nor does time stop marche

‘|ing if we reach out to turn backw

ward the hands of the clock.

" The Young - Republicans. eof
America can in. this year, 1948,
make an historic impact on-the
policies' of our party and own
country., . )

Some of our seniors may demg=
onstrate this ' year policies anef
practices which .to the youth of
the party appear as' shortsighted,
obstructionist, evasive, and nar-
row, It will be their right to act
as they see the issues, But it wil}
also be not only our right, but
our duty to oppose them.

I am convinced that only b
such direct and forthright opposi~
tion can the Republican party im
1948 be a party that'is of service,
a. party that is humanitarian, a
party ‘that is victorious. B eh!

Reynolds Elected »Prﬁe's; 'l
Of Pitishurgh S.E.

PITTSBURGH, /PA—W. W,
Reynolds, Reynolds & Co.,: has .

| been elected President of the

Pittsburgh “Stock 'Exchange, suce
ceeding * John 'A. Carothers, of
James Carothers & Co. ;

Frank M. Tiernan, Jr., Preston,
Watt & Schoyer, was elected
Vice-President. William J. Baueg,
John B. Barbour & Co., and Hugh
A. McNicol, Secretary, were re-
elected. Clyde A, Buzza, McKelvy
& Co.; Nathan K. Parker, Kay,
Richards &-Co.; and M. A. Eber~
hardt were elected directors for
three-year terms.

Joseph R. Donaldson Is
With Weil & Arnold

JACKSON, MISS.—Joseph R,
Donaldson has become associated
with Weil & Arnold, Millsaps
Building, and will provide con=-
tinuing service to Mississippi in~
vestors through™ the medium of
selected mutual investment funds,
according : to announcement by
R. C. Strain, resident manager.
Mr. Donaldson has been in the
investment business  for many
years, in the past having been in
the business in New York City.

Clarifies Restrictions on Gold Refined
‘From Foreign Ore |

Director. of Mint sends letter to American Smelting Refining Co.
stating condition under which imported gold ore refined in U.:S.
may be exported.

The “Chronicle”

has been furnished with a copy -of the following

etter of Nellie Tayloe Ross, Direclor of the Mint, dated Jan. 2, 1948,

and addressed to the American Sm

American refiners,
“Dear Sirs:

“Inquiries from refiners en-
gaged in. the business of refining
imported ' gold-bearing material
make it appear that many refin-

ers interpret the amended gold]

regulations as permitting United
States residents and organizations,
other. than the importer and re-
finer of the gold-bearing material,
to’ participate. in' the 'sale* of the
gold refined from such material.

“To avoid any misconception of

the licensing policies of the Treas- |-

“ury: Department, we wish to ad-
vise you that a license on Form
‘TGL 16'for the export of gold re-
fined from imported gold-bearing
material will not be granted in
any instance in which it appears
that a person or an organization
in the- United States has partici-
‘pated in the sale of sgch gold.

. “In order effectively to carry
out this policy, TGL 16 licenses
authorizing exports to anyone
other than the‘ foreign exporter of
the gold-bearing material will not
be granted unless: ..

“(1) The order. of .the foreign

- exporter to deliver - such. gold

s
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elting and Refining Co. and other,

states the names and addresses of
all persons who have participated
in the sale of such gold; and

“(2) The applicant submits a
supplementary statement = giving
(a) all information available to
him concerning the persons who

have participated inthe sale of
such’ gold; and (b) the nature of
any - information or - assistance
which the applicant has supplied
in connection with that sale,
" “Very truly yours,
“NELLIE TAYLOE ROSS,

“Director of the Mint.”

Thomas Kemp Officers’

PASADENA, CALIF.—Thomas
Kemp & Co., 180 East California
Street, is now doing business as a
corporation. Officers are F.
Thomas . Kemp, President and
Treasurer; J. W. Moorehead, Vice-
President; and John J. Fetters,
Secretary. Mr. Kemp has been sole
proprietor of the firm, with which
Mr. Fetters has been. associated
for some'time. - !

STATEMENT AS OF DECEMBER 31, 1947

RESOURCES

Cash & Due from Banks

Stéte, County & Municipal Securities 3,713,458.83
- Other Securities.........vv.. .. 16,283,369.33

Demand Loans
Time Collateral Loans
Bills Discounted .. ......ouns.

W

Banking Houses .. ... AR

Customers' Liability under Acceptances ......

Accrued Interest Receivable

Other Resources ........

$ 72,924,275.31
U. S. Government Securities .. .. 115,263,137.53

19,536,301.76
4,947,043.32
48,328912.42

$188,187,412.84 Unearned Discount

19,996,828.16

(par $20.00)

TMLBIS0.  gurie

2,562,100.57
L 202,735.04
514,618.59
49,641.39
$2684,325,594.09

Reserves

Deposits .........
(Includes United States Deposits $856,689.81)

Accrued Taxes, Interest, etc..,.......... Ve

Reserve for Dividend Payable Jan. 2, 1948 . ...
Acceptances Executed
Less: Acceptances Held in Portfolio 2,427,279.57

Undivided Profits ........0.. oo, 3,144,346.49

LIABILITIES

e L. SI13B49TA08 |

§97,09255 '

759,650.13
. 142,187.50
$2,630,01461 |

202,735.04

Capital Stock  § 5,687,500.00

16,000,000.00

19,144,346.49
1,794,608.38

$284,325,594.0%

NATIONAL BAN;ic§ ND TrusT COMPANY
e .

MEMBER

FEDERAL

N/

PHILADELPHIA

* Established 1858 i

4l
A

DEPOSIT

INSURANCE

CORPORATION
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. Werle Nominaled Agam‘
For Curh Chairman

Edward C. Werle has been
nominated to the 'Chairmanship
of the Board of Governors of the
New York Curb h.xchange for the
ensumg year,
it was an-
nounced last
night by Fran- .
cis Adams
Truslow, Pres-

‘ident of the
Exchange, Mr.
Werle has
served in that .
capacity dur-
ing the past
year. '

The slate
proposed by
the - nominat-
ing c¢ommittee
for ‘offices ' to
be filled at
the annual election of the Ex-
‘change on Feb. 9, 1948, also
names Eugene P. Barry of Shields
& Co., . John J. Mann, Fred C.
Moffatt, President of the Curb Ex-
change Securities Clearing Corp.,
C. V. Quayle -and Howard C.
Sykes to  three-year . térms ' as
Class A ‘Governors of the Curb
Exchange. Mr. Barry and Mr.
Mann will be new members of
the board. Mr. Quayle was named
a Governor during 1947 to fill the
unexpired term of Thomas W.

. Bartsch; resigned. Mr, Moffatt
and Mr, Sykes are current board
members,

Caspar C. deGersdorff of Harris,
Upham & Co., William E. Dugan
of Laidlaw & Co., Bayard C. Hop-

.Edward C. Werle

in of Hoppin. Bros. & Co. and
ohn’ J.

election 1o serve for three years
45 Class B members of the board.

Thomas Morris and E, J. Muller |«

have received ' nominations for
three-year terms as' trusteés of
the Curb Exchange gratuity ‘fund.

The nominating committee was
headed by Walter E. Kimm, Sr,
of Kimm & Co. and included
James A."McDermott,- Charles M.
Finn of Adriance & Flnn and Jo-
seph F. Reilly, as Class ‘A mem-
bers, and Albert G. Redpath of
Auchincloss, Parkér & Redpath,
Marshall S. Foster of..Gammack
% Co. and Conrad H. Liebenfrost
»f Stern, Lauer & Co. as Class B
members,

Mr. Werle began his career in
Wall Street in 1919 as a page boy
sn the floor of the New York
Stock Exchange. He quickly be-
xame an order clerk for the stock
axchange firm of Wade, Temple-
ton & 'Co., worked for two years
for Morin S. Hare & ‘Co., and in
1923 joined the employ of John-
son & Wood, In 1928, Mr. Werle
was_ appointed  salaried market
employee for Aymar Johnson of
Johnson & Wood, and in that ca-
pacity represented' the firm on
the: New  York Curb Exchange
floor until, in 1940, he acquired
his membership on the Curb and
became a partner of the firm.

A member of the Curb Ex-
change since July, 1940, and a|
‘Governor for the past four years,
Mr. Werle has been continuously
active in exchange affairs. He is
at present Chairman of the Exec-
utive Committee and has served

in the past on many of the stand-
ng committees of the -exchange.

' CONDENSED

IN ST.

Cash and Due from Banks

U. S. Government Securities
Loans and Discounts

Other Bonds and Stocks

Stock in Federal Reserve Bank

'and ‘Fixtures
Other Real Estate Owned

Acceptances, etc.
Accrued Interest Receivable
‘Overdrafts
Other Resources

"Capital Stoclc
Surplus
Undivided Profits

Reserve for Taxes, Interest, etc.
‘Unearned Discount

‘Other Liabilities

Demand Deposits

Time Deposits

U. S. Government Deposits

FIRST NATIONAL BANK

At the Close of Business, December 31, 1947

RESOURCES

Banking House, Improvements, Furniture

Customers’ Liability a/c Letters of Credxt,

LIABILITIES

Dividend Declared, payable February 27, 1948

Liability a/c Letters of Credit, Acceptances, ‘etc.

Total Deposits

Broadwayr Locast r Olive

STATEMENT

LOUIS

$148,217,904.27
143,549,177.32
179,552,017.38
10,041,888.82
612,000.00

317,303.30
881,002.00

1,365,923.47
951,580.89
16,825.20
4,234.35
$485,509,857.00

- $ 10,200,000.00
10,200,000.00
7,546,245.73
300,000.00
1,442,032.57
295,335.13
1,373,733.47
: 1,005.29

$390,293,322.30

58,518,088.56

5,340,093.95
454,151,504.81

$485,509,857.00 .

Member Federal Deposit Insurance ‘Corporation

Nolan of G. 'H. Walker]
| & Co. have beén mnominated for|

11948, Mr.  Creighton, who

News about Banks and Bankers i

(Continued* from page 17)

Absorptlon by - the -National
‘Commercial Bank & Trust Co. of
Albany, N. Y, of the Rensselaer
County Bank & Trust Co. of Rens-
selaer, N. Y., on Dec. 22, was in-
dicated in the weekly announce-
ment Dec. 27 of the Board of
‘Governors of the Federal Reservée
System. The Board states that in
¢onnection with the absorption;
‘the former office of the Rensselaer
‘County Bank & Trust Co. as well|
as the branch' formerly: operated

by the Rensselaer County Bank & |

Trust Co. will be operated by
‘the National Commercial Bank
and Trust Co.

The ‘Albany “Times-Union” of
Dee, 16, referring to the proposed
consohdatlon, stated that . Waltex
Nelson, Cashier and Trust Officer
of the ‘Rensselaer County Bank &
Trust Co., has been named a Vice-
President of the National Com-
mercial Bank & Trust. He will be
directing head of the two Rensse-
laer “banks: coincident with the
merger, said the paper from which
we quote, which also stated in
part:

“At the same time it was an-
nounced that Bartlett ' M. Huth,
Assistant Cashier of the Rensse-

laer bank, -will occupy the: same

position -in the Commercial Bank
organization ' after the consohda-
tion.

“Edward J. Guilfoil, President
of the Rensselaer County Bank for
the last 22 years, will retire as
operations under the new. plan
begin.”

The stockholders ‘of the Rensse-

laer bank approved the consolida-.

tion plans on De¢. 15; the directors
had previously voted in favor of

the plan.

W *

Four officers of the Security
Trust Co. of Rochester, N. Y., have
been named to new posts. Elected
Vice-Presidents are: Frederick J;
Bendon, John G, Ermantinger and
Stanley J. Du Burck, according to
the Rochester “Times-Union” of
Dec. 23, which added that- Ken-
neth C. Wild was named Assistant
Vice-President.

) #*

FIDELITY -PHILADELPHIA TRIlS’f Co.
OF PHILADELPHIA 5

Dec. 31, ’4'7 . Sept. 30, '47
Total resources.._$202,789,895 $199,316,898
Deposits 177,188,189 - 171,655,770
40,291,020
75,739,375

54,396,960
5,046,017

#®

‘| Cash and due from

42,450,088 '
73,700,739

banks
U. S. Govt. secur-
ity ‘holdings____
‘Loans ‘& bills dis-
" counted 61,615,386
Undivided profits=~ = 4,118,486

* LR

PHILADELPHIA NATIONAL BANK,
PHILADELPHIA, PA,

| Total resources___$’766 335,111 '$1713,838, 267

8,794,474 648,475,219
240,715,735
298,623,750,

120,327,025
8,081,853

m
265,441,018
ity holdings___. 288,373,195

| Lobns & bills dis-

counted
Undivided profits.

*

155,155,579
8,485,825,

s
On Jan, 1, Albert M. Creighton
was redesignated Chairman of the

E3

| Board of Directors and Federal

Reserve agent for the Federal Re-
serve Bank of Boston for the year
has,
served in this ‘ecapac¢ity  since his

_ or1gma1 appointment in January,

1942, ‘was also reappointed ‘as

i Class C -direetor- of the bank for

a three-year term. At the. same
time Harold D. Hodgkinson, Vice~;
President, General Manager and:

Chairman of the management
board of William Filene’s Sons Co.,
was designated as Deputy Chair-

|Iman of the board of directors of

the Reserve Bank. Mr, Hodgkin-
son -has been a Class C director

{|since January, 1947. These ap-

pointments were made by the
Board of Governors in Washing-
ton, which appoints the - three
Class C directors and designates
the chairman and deputy chair-

o

the Boston. bank are elected by:
Federal Reserve member banks in;

the New England district.
£ R L ;
CORN EXCHANGE NATIONAL:BANK :
AND TRUST. CO." OF 'PHILADELPHIA
Déc. 31,47 Sept. 30, 47

Deposits 261,384, 9 74 - 256,408,944

m s

72,924,275+

U s Govt." secur- '

ity holdings.. ..

Loans. & biils. dis- LTI
counted 2 72,812,258

Undivided profits.' 3,144,346

C i kL W

A 10-for-1-stock splitup ‘has
been recommeénded. by.-directors
of American Security & Trust Co:
of  Washington, D. C., -according
to ‘an’ itém in the “Washington
Post” -of-De¢. 23 by-S.- Oliver
Goodman, whose advice also said
in part: |

““The action, if ‘approved by
stockholders at the annual meet-
mg on Jan. 20, will mean chang-
ing the par: value of ‘each' share
from '$100-to $10. There will be
no change‘in the total par value

69,503,792 |7
115,263,138

77,913,682
3,044,962

of outstanding capital stock which,

is- $3,400,000. A letter to stock-
holders ,explained the proposed
stock splitup“is ‘in order to ‘en-
courage a broader distribution’ of
the bank’s stock. Last transaction
in American ' Security’s stock ‘on
the ‘Washington "Stock Exchange
was at $300 a share.”

* *

The election of Joel M. Bowlby,
President 'of the Eagle-Picher Co.
of Cincinnati;: Ohio; to'the board
of directors- of the Federal Reserve
Bank of Cleye- " -
land - was an

Bowlby will
fill the unex-
pired-t e r m,
ending Dec,
31, of Thomas
E. Millsop,
President o f
th-e Weirton
Steel Co,
Weirton, W.
Va., who re-
51gned follow-
ing his. elec-
tion-as Mayor of that city. -«

President Ray M. Gidney of the
bank- announced that George C.
Brainard, President -of the Ad-
dressograph-Multigraph Corp, ‘of
Cleveland, and Reynold E. Klages,
President -of -the  Columbus Auto
Parts Co., Columbus, Ohio, have
been reappomted Chalrman and
‘| Deputy Chairman, respectively, of
the bank’s ‘board of directors for
the year 1948 by the Board of
Governors of the Federal Reserve
System at Washington. Mr, Brain-
ard also was reappointed Federal
-Reserve Agent.

The Board of Governors reap-
pomted A. Z. Baker, director of
the - Cleveland Union Stockyards
Co., to the board of directors. of
the bank and renamed Paul G.
Blazer and Josiah M, Koch to. the
boards of directors, respectively,

Joel M. anlby

of the Reserve Bank’s branches at.

Cincinnati and Pittsburgh,. all for.|

terms ending Dec. 31, 1950. ;The|

directors of .the Federal Reserve
Bank reappointed John H, Mc¢Coy,
President of the  City National
Bank & Trust: Co. of ‘Columbus,
‘Ohio, to- the Federal  Advisory.

i Council for the year. 1948, and

Redesignated Dr. Francis: H.
Bird and Howard W. Jordan,
Chairmen, respectively, of the
Cincinnati and Pittsburgh Branch
boards of ‘directors, both for ‘the
year 1948, and reappointed Walter
H.-J. Behm and Thomas C. Swarts
to the boards of directors, respec-
tively, of the Cincinnati and Pitts-
burgh  branches, both for terms

ending Dec. 31, 1950.

E3 3 s

Promotions of three officers of
the Union Bank of Commerce of

108,945,234

1

'Cleyeland; Ohio; Were Announced
on:Dec: 81 by Johin K: THOMPEOh,-:
| President.  ArchieJ, Battista, who"
-| has been Assistant Vice-Premdent
‘has been advanced to Vice-Presi-.’
dent, -while: E. . W.. McNelly -ard
w. T McWade; Assistant 'Cashiers,

|'have beef named Assistant’ Vice-

Presidents. Battista, who

heads the- ~banks foreign depart--

ment;, was ~agsociated. , with . the

Total rescurces___$934 225,504 $279,600,587 | torelgn department of J.. P, Mor--

gan & Co. Inc. for 17 years before

: Jommg the .Union: Bank of, Com-

e in 1946, He: isia "director.
\ot the. Cleveland World Trade As-:
sociation and is-a member: of vari=
ous organizations... E. W. MecNelly
camé ‘to' the Union: Bank ‘of "Com-
merce in- 1940 from - Investment
Counsel, Inc. 'of Detroit -and pré-
vxously had spént three years with
‘Chemical Bank and Trust Co. of
New York. Mr, McWade has been
with the bank since its formation,
having previously been assoclated
with the Union Trust since 1924.°
o e
CONTINENTAL ILLINOIS NATIONAL» i
BAND ~AND TRUST CO. ‘OF CHICAGO
Dec. 31, 47 {O¢t. 6, 47T,
Tot. resources.$2,422,901,275 $2,417,711,559
Deéposits B 229 664,369 2,228, 000 0.0
Cash “and -due
from" banks.
U. S. Govt. ‘se~
curity hldgs.
Loans and bills
discounted ..
Undiv. proﬁts~

*

Chncago Title and Trust Co. of
Chicago, Ill., had net.income for
1947 of . $1, 773 147, equal to. $2.96
per .share, as compared with $2,-
108,044, equal to’$3.51 per share,
‘n 1946. Earnings as reported aid
jot include capital gains or lossés
trom sales of investments in se-
surities ‘'or real estate. Holdings
>f U. S. ‘Government’' obligations
3t the year-end totaled $27,104,815.

634,122,208
1,210,873,167

490,000,608
27,399,698

'*

550,112,635
1,330,833,601

" 458,999,978
38,988,514

*

| About.90% of the U. S. Govern-

‘ment . obligations mature ' in less
‘than one year. Holdings ‘of pre-
*erred ‘and  common stocks ‘were
‘educed from the. year previous

‘| and ' Staté, munxcxpal and ‘corpo-

:ate .bond holdings in the one- to

[{0=year maturity range have been

onsiderably increased. ' At the
year-end . marketable securities
1ad ‘A market value ‘of $1,164,589
" bove ‘cost; The undivided profits
1ccount was credited with a re-
ease -of ‘excess - resérves account-
“ng o $475,000 ~and -the -account
vas charged with the ‘cost of mov-
ng and expenses related - to. the
spening of the ‘company’s hew
»ffices amounting to $72,908 ‘and
the purchase of -equipment
imounting to $367,762. During the
year the company’s entire em-
ployée retirement program -~ was
approved by.the Bureau of Inter-
aal. Revenue "and 'the ‘company
théreupon transferred to the em-
oloyees’ pension trust the full
amount of $1,712,992 shown as a
liability in° last’ year’s balance
sheet. ; ,
* Ed £

Roger  B. Shépard, St. Pau‘l
Minn., has been reappointed C}ass
C director and renamed as Chair-
man ‘of the Board-of the Federal
Bank of Minneapolis :and Federal
Réserve agent by the Board of
‘Governors of the Federal Reéserve
System, the bank' announced on
Jan. 2. Mr. ‘Shepard’s: term #s
director is. for three years ending
‘Deéc, 31, 1950." His appomt‘merrt as:
‘Board ¢ “Chaiyinan- is -for the. year:
1948. "W, D, Cochran, propriétor
of W. D."Cothran’ Frelght Lines;:
Iron Mountain, Mich., was redes-. -
ignated Deputy Chairman of the
bank’s board for ' 1948 by the
Board of Governors, ‘At thé same
time it was announced that Henry;
E. Atwood, President of the First
National Bank of Minneapolis, hds:
‘been . reappointed .by the bank’s
directors to the Federal Adv1sory
Council - for. the coming - year.
Malcolm B. Holtz, Great’ Falls;
Mont ,'and B. M. Harrls Pres1dent
of the Yellowstone Bank Colum'-
‘bus, Mont., ‘were reappointed to
the directorship of the Minne-
apolis - Federal Reserve ° Bank’s
branch at Helena, Mont., for two-’
year terms ending Dec, 31,.1949.
Mr. Holtz received: his- appoint-
ment from the Board of Gover--
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nors, and Mr. Harris was hamed
by  the. directors of the Minne-
apolis Reserve Bank,

£ Ed *

FIRST NATIONAIL BANK IN ST, LOUIS
) . Dec. 31, '47 .. Oct..6, '47
" Total resources...$485,50),857 $454,9(3,535
Deposits 454,151,505 422,920,446
Cash and due from
banks .
© U. S, Govt. secur-
ity holdings____
Loans & bhills -dis-
oounted 179,552,017
Undivided profits_ - 7,546,246
’ - % LS RE
THIRD NATIONAL BANK, NASHVILLE
i TENN, - .

148,217,904 - 117,306,423

143,549,177 151,472,896
171,190,751
8,197,367

Dec. 31,47
$96,395,083
90,854,304

Oct. 6, '47
$89,600,542
84,219,155

Total resources__..
Deposits
Cash and due from
Jbanks _____..__
U. 8. Govt. secur-
"ty - holdings._._ . 23,069,823 -
Loans & bills dis-

_counted -__-
Undivided profits_

29,036,675 23,961,504

24,312,700
38,635,300 "
867,634
) ) " Ed * i
' The election of -Dudley E. Bin-
yon as Vice-President of the Mer-
cantile National Bank of Dallas,
Texas, has been announced by
Miiton F. Brown, President of the
bank. In noting this, the Cleve-
land “Plain  Dealer” of Dec, 25
said in part: i
. 'Mr. Binyon, who has been with
tlhe Society for Savings since 1932,
was named a Vice-President of
the Cleveland bank in January,
1947, Becoming- associated’ with
the ‘Society as a collector: in" the.
school . savings. department. 15
years ago, he has'gained experi-
ence serving in most of the de-
partments, He has beén a mem-
ber of the term loan and invest-
{gent department since its incep-
ion. -

34,874,514
708,704

# * *
* The directors of ' Westminster
Bank' Ltd. ‘of London announce
that Duncan "Alexander  Stirling
has ‘been. appointed a Deputy
Chairman of the bank as of Jan. 1
in the place of Sir Malcolm Hogg
who, acting on medical advice, re-
tires from the Deputy Chairman-
ship, but will remain a member of
the board. Sir Eric Charles Mie+
ville, [K.C.I.E., has been appointed
an additional -director.

R.F. Lafferty & Co. Adm’ts

Bernard Wolff has been admit-
ted to partnership in R. F. Laf-
ferty & Co., 19 Rector Street, New
York City, members of the New
York. Curb Exchange. Mr. Wolff
has been with the firm for some

. In the first two postwar years,

. revious
i3ave benefits to spucial groups

| he budget to be balanced.
June .30,

“resent level of exnerditures, the

. .<Most important of all, Congress

time as trader.

Look$ for Only Small Cut in Tax Burden Even
Under Reduced Budget

New York Trust Ce. points out more effective budgetary control is
«.-needed : by Congress. Notes..dependence of Federal Government
. on direct taxes on individuals,
- More effective budgetary control and scrutiny of expenditures

)y Congress are urgehtly needed, according to a study of the Fed-
.ral- Budget in the Winter issue of ““The Index,” quarterly publica-

-|".ion' of The New. York Trust Co. While the budget can be reduced,

ly small cuts in our heavy tax
ourden ‘appear feasible, the anal-
ysis observes, and “substantial re-
Juctions are possible only if Con-
sress. is willing to review periodi-
ally its- major programs with. a
7iew toward contracting them as
;onditions change and the neces-
Uity no longer exists.”.

penditures in terms of appropria-
tions originally ‘made, and the
adoption of general ‘accounting
procedure will call for a much
Jlarger professional staff than Con-
gress has so far contemplated.
Certainly it is difficult, if not im-

various Appropriation Sub-Com-
mittees to be fully cognizant of
the. agency on whose appropria-
tion he must act.”

As for expenditures, “The 'In-
dex” notes that.national defense,
the veterans’ program and inter-
national -affairs-and finance, to-
gether with approximately $5.1
billion interest and $2 billion of
tax refunds; aggregate $29.3 bil-
lion or almost 80% of the entire
1948 budget. :

“In appraisirig: Congress’ effec-
tiveness in limiting expenditures,”
.the . article continues, “it must b2
remembered where ultimate re-
sponsibility rests: the Appropria-
tions Committees do not -originate
expenditure programs; they may
recommend appropriations only
for objects on which legislative
‘action has already been taken.
The  Military Affairs, Veterans’
-and . Foreign Affairs Committees,
to mention only a few, approve
the basic legislation for which ap-
propriations are necessary.”

Concerning revenues, “The In-
‘dex” says that *individual and
corporate taxes are estimated to
provide over 71% of total reven-
ues in ‘1948 compared with only

he article says, “a start has been
nade toward control of expenses.
Congresser, howeyver,

.everal times as great as the re-
luctions recently initiated. It has
yeen . the buoyancy of reven-es
‘esulting - from a boom: and price
' nflation, rather than reduction ol
orograms, - which  has ' permitted

“As for the fiscal year ending
1949, -maintenance of
wesent - business. volume ano
prices will doubtless mean a con-
tinuation of high revenues. How-
aver, if European Recovery Plan
sutlays are imposed on top of the

budgetary surplus will be primar-
ily dependent on the extiension of
present .abnormal conditions.”
After tracing -the development
of budget control in this country,
the article notes that “in terms of
past . procedure, the budgetary
process is greatly improved, par-
ticularly in‘ initial - preparation
and screening by the Budget Bu-
reau. - However, - it would seem
much still remains to be done at
the - Congressional stage. The!
Budget submitted to Congress is'49¢, in 1939. Excise taxes, while
so _complex .that. it is intelligible expanding “sharply, now provide
only to the few who have been only about 17% of total revenues,
dealing with it for many years. - | and miscellaneous receipts only
.8%.:- This category,. representing
has never ‘adopted the concept of ; mainly sale of surplus property
a legislative audit, nor does it call | and recapture of funds in govern-
for periodic progress reports from ‘ment corporations will undoubt-
the Departments,, which would edly decline in future years. Cus-

permit proper evaluation of the toms taxes now account for only

various programs.  The machinery slightly ‘more than 1% of total

for a- post - audit, review of ex- revenues. Prior to World War I,

ISTAT

Bank Building

Other Assets

Capital
Surplus

Time

Cash and Due From Banks

United States Government Bonds*
State, County and Municipal Bonds*
Corporate Bonds and Securities*
Loans and Discounts

Furniture and Fixtures.
Other Real Estate
Income Earned—Not Collected

Undivided Profits

Reserve for Taxes & Interest d
Income Collected—Not Earned
Deposits—Demand

*Market value exceeds value at which carried on’ our books,

Member - Federal Deposit Insurance Corporation

EMENT OF CONDITION

THIRD NATIONAL BANK
* NASHVILLE, TENNESSEE

As of December 31,»1947‘

ASSETS s
$29,036,675.45
23,069,822.65
3,299,444.24
1,372,171.28
38,635,299.50
600,020.00
103,125.00 .
+e-1.00
1.00
260.152.32
18,390.11

$96,395,082.55

$ 1,000,000.00
3,000,000.00
867,634.35
343,846.77

‘ 329,297.13
$74,802,398.86 © - :
16,051,905.44 90,854,304.30

$96,395,082.55

possible, for each member of the|.

customs and excise taxes together
made up 90% of all Federal rev-
enue., Direct taxes on individuals
now provide 16 times as much
revenue as in 1939.”

Halsey, Stuart Group
Offers Ulility Issue

Halsey, Stuart & Co. Inc,
headed a group of dealers which
was awarded $10,000,000 Central
Illinois Public Service Co. first
mortgage bonds, Series B, 3% %
due Sept. 1, 1977, on Jan. 5, on its
bid of 101.705%. Reoffering of the

bonds is being made at 102.365% |

and accrued
311 %.

Proceeds from the sale of the
bonds and from the recent sale of
additional common stock are to
ke applied to the cost of additions
and extensions to the company’s
properties. '

The company is engaged prin-
cipally in furnishing electric
energy and gas to 60 counties in
central and southern Illinois,
with an estimated population of
650,000. Among the larger cities
served are Quincy, Mattoon and
West Frankfort, For the 12 months
ended Sept, 30, 1947, about 90%
of gross operating revenues of
$29,971,830 was derived from the
sale of e;ectricity, about 8% from
the sale of gas and the remainder
from the sale of ice, water and
heating. During that period the
company reported gross income,
after  maintenance depreciation
and all taxes, of $5,910,755; maxi-
mum annual interest charges on
all bonds outstanding after this
financing will require $1,697,000.

interest, yielding

With Barcus, Kindred
* (Special to THE FINANCIAL CHRONICLE)
CHICAGO, ILL.— Richard D.
Ames has joined the staff of Bar-
cus, Kindred & Co., 231 South La
Salle Street.

Cladmetals Shares
Publicly Offered

Mercer Hicks & Co., New York,
on Jan. 6 announced the offering
of 1,000,000 shares of American
Cladmetals Co. common stock, of -
$1 par value, at $1.50 a share,

The proceeds of the issue will
be used to purchase machinery
and equipment necessary for com-
mercial operation, adapt .the
company’s plant in Pennsylvania
to operations, purchase inven-
tory, retire small existing obliga-
tions, and for working capital.

Philip T. Collins Is
With Graham, Parsons

Special to THE FINANCIAL CHRONICLE

CHICAGO, ILL.—Philip T. Col-
lins has become associated with
Graham, Parsons & Co., 135 South
La Salle Street. He was formerly
institutional = representative for
Kneeland & Co., with which he
had been associated for a number
of ye:ks.

M. L. Morton Opens Offices

(Special to THE FINANCIAL CHRONICLE)

SOUTH BEND, IND.—Max L.
Morton has opened -offices at 1425 °
East- Fox Street to engage in a
securities business under the firm
name of M. L. Morton Securities
Co. He has recently been associa-
ted ‘'with Maxson Securities® Co:
and prior thereto was in business
for himself in South Bend,

James Ebert Co. Opens

BAKERSFIELD, CALIF,—
James Ebert has opened offices
in the Haberfelde Building to en-
gage in a securities business under
the firm name of James Ebert
Co. He was formerly with Walston,
Hoffman & Goodwin and H. R.
Baker & Co.

T Bl .

CONTINENTAL ILLINOIS
INATIONAL BANK
AND. TrRusT COoM PANY

OF CHICAGO

- Statement of Condition, December 31, 1947

RESOURCES

Other Bonds and Securities
Loans and Discounts

Banking House

LIABILITIES

Deposits

Reserve for Contingencies

Surplus
Undivided Profits

Cash and Due from Banks. ..
United States Government Obligations

Stock in Federal Reserve Bank J
Customers’ Liability on Acceptances. .,

Income Accrued but Not Collected.. ..

Acceptances....... ek aEee

Reserve for Taxes, Interest, and Expenses. ..

Income Collected but Not Earned
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. (Continued from page 6)_-
amendments of the Charter w1th
all the legal dlfflcultles and delays
involved in:such a move, More-
over, the new dollars (the only
currency of any practical impor-
tance 'at this time) would: have
to come from the U. S. Treasury
and thus would again burden the
-American taxpayer. Therefore; an
increase of the. capital does not
appear to represent a constructive
.answer to the fu.nd raising prob-
iem.

Bond Sales Outside the United
States '

Additional bonds may be mar-
keted in this country or abroad.

" .. “The President of the Bank visited

=z

. this time:

the more important ' capitals *of
Europe during the fall to explore
the possibilities of bond flotations.
“The silence he has maintained on
that subJect since his return in-
dicates that' his efforts were not|
successful,” However, the matter
gdeserves more thorough explora-
tion before it may be ‘written off
as hopeless.

Obviously, the countries which
suffered from the war are in no
position to spend any of their
precious dollars for investment in
bonds of the. International Bank.
However, this might not exclude
the possibility - to, exchange some

of their investments in- American
Government bonds- or ‘stocks for
those in bonds of the Bank in the
interest -of European reconstruc-
tlon

-Moreover, there -are the huge

<amounts of hidden dollars which

may- be channeled into-some pro-
ductive uses by appropriate meth-
ods. 'An interesting proposal ‘by
Andre Istel, noted French expert,
should be- studied closely by the
staff of the Bank.4

- 'There is a-different situation for
the former neutrals. Sweden and
Switzerland, "in: particular, “were

“dmportant . prewar. financial - een-

ters and: were prosperous. during
the war.  However Sweden, which
has - much:. greater - natural re-
sources - than little Switzerland,
has ‘managed under its_Socialist
Government to get involved into
serious monetary troubles (this is

. a quite ‘unusual situation ‘deserv-

ing some. special analysis).

" 1'This has left Switzerland, with
a more conservative administra-
tion, the only important financial
market, of Coptmental Europe  at
‘Financial | _experts .in
Switzerland when, consulted by
the writer ‘expressed 'the 'opinion
that the interest rate of the Bank’s
bonds is too low for European
dnvestors.. They point to the fact
that a 50 million francs 4% loan
of the Belgian Railroad Adminis-
fration and guaranteed by the
Belgian Government maturing in
12 years and offered at 99% was
received -~ with  little enthusiasm.
'They tend to believe that a bond
issue of $10 to $20 million might
be placed in Switzerland provided
ihe terms would satisfy the Swiss
investors

" This, of course, would be just
a drop in the bucket, but the
implications would be - 51gn1flcant
as an initial step toward making
the Bank a truly international
organization such as it was in-
tended to be originally. What has
been said about switching ‘oper-
ations before, should be particu-
larly timely in the- instance of
Switzerland. There are large hold-
ings of so-called “finance dollars”
which the Swiss National Bank
does not accept for- conversion
into francs at the official rate;
these funds are now mainly m-
vested in U. S. Government se-
curities. ' By exchanging part' of
them for bonds of the Interna=
tional Bank, Switzerland, could
contribute materially toward suc-
cess of the Marshall Plan without
any inconvenience to the holders
of those funds.

{. The -Bank ‘would' be well- ad=

vxsed in taking a much more vig-

—

. 4New York “Times,” Nov. 24, 1947,

orous attitude in its deahngs with
Iorelgn countries., Every, effort
should' be:made to explain . its|
work  and. its aims to nations
which are flooded with mislead-
ing information. This may be ac~
complished without any consider-
able expense through the world-
wide facilities of the United Na-
tions Information Services as well
as the various central banks.” In
Europe, the assistance of the Bank
for = International = Settlements
might be enrolled advantageously.
Better understanding of the Bank’s
activities may be very helpful-in
facilitating negotiations with bor-
rower governments by removing
political and psychological obsta-
cles and misunderstandings.

- A recent ruling “of the U. S,
Treasury Department that inter-
est on the Bank’s bonds paid to
non-resident aliens'is exempt from
.taxation.under the Internal:Rev-
enue Code may furnish’ a good
starting point for a drive pointing
toward a broader international

-distribution of the Bank’s bonds.

In the long run, these bonds should
be a leading means for interna-
tional arbitrage operations such as
flourished during . the inter-war
period and may be -resumed grad-
ually "during.the.next.few years.

The:American Guarantee
- In any event, it is the American
market that will determine: the
scope of the Bank’s operations and
decide whether the. $4% billion
goal can’ be attained or-will re-
main. Just a dream.

Any analysis' of that market
however, will have to-begin with
the: U:. S. subscription: to the
Bank’s capital usually referred to
as the “American guarantee.” The

‘total- U. S. subscription -amounts

to. $3,175 - million; 20%, or :$635
million, have been paid in, while
the remaining 80%, or $2,540 mil-
lion, can be called only to’ meet
unpaid obligations-of bondholders.

Under - present-day .conditions;
the: market  considers .the .U, S.
subscription. as.the principal se-
curity behind the Bank’s .bonds.
This belief has been strengthened
even-more by the public relations
policy. of the 'Bank. which. per-
sistently stressed 'the- guarantee
when- preparing -the market for
its initial bond ‘issue.: This ‘may
have been unavoidable to secure
a. successful -sale .of those bonds,
but :it: was certainly -‘most unfor-
tunate- from- along-ranger view-
point. For the market has finally
decided upon a definite “ceiling”
of some $3 billion for issues of
the Bank and this de facto atti-
tude has become almost official
when referred to in the report
of the Harriman Committee,

In the circumstances, there is
scant . hope to reach the $4,500
million goal as required for the
next - four years. - Responsible
quarters seem to be in a some-
what fatalistic mood. 'They feel
they are at the mercy of the mar-
ket and have little power of in-
fluencing - it.

And ‘'yet the present situation
makes it imperative to prepare a
determined  attempt for breaking
the  vicious .circle that prevents
bond issues beyond the $3 billion
ceiling. This is a problem which
well deserves most:careful anal-
ysis and ‘exploration.

Interest Rates and the U. S.
Guarantee Are Interrelated

Bond sales may  be promoted
either by an increase in interest
rates, a strengthening of the se-
curity behind the bonds or a com-
bination of both. The rule that
the lower the security the higher
the interest rate has always been
fundamental.. Recent efforts - to
minimize the significance of the
interest rate were not successful
in the long run.

The Bank has insisted all along
that, it is -marketing a highest-

grade bond which is  qualified -for-

1 low interest rate. To justify its
contention it had to overemphasize

B R e B

,'How Far can World Bank Contribute to Marshall Plan?|

the U, S.. guarantee. However,
‘with -a view 1o :the big. job the
'Bank has. to face, the question
\arises. as . to. whether this  policy
has not narrowed unduly the mar-
ket for the bonds. As shown above
it has made their sale in forelgn
countries virtually impossible.
The demand for industrial’ re-
habllltatlon and . .expansion ' is
worldwide and almost limitless;
but the supply. of funds ‘is deter-
mined by uncertainties regarding
future developments, ‘both politi=-
cal and economic as well as doubts
in the sanctity of contractual
agreements in the international
field. Investors feel they have 'a
right for some kind of risk pre-
mium in steppmg into: that field
even if the risk is small and iadi-
rect only. After the first world
war, excessive and unconscionable
terms were demanded and agreed
upon by borrowers ‘which could
not stand the stress of less favor-
able business conditions. - Now

of falling' into  the opposite ex-
treme: Attempts.to keep the in-
terest rates at the lowest possible
level may eventually dry up the
{low of funds and may leave many
countries without urgerily needed
means of production, = -

Here is a real dilemma: but it
has to be broken: in’ order 1o meet
the present economlc situation,

Different Kinds of Bonds May Be
Helpfu

There is a very strong mduce-
ment for the managers of the Bank
to proceed . slowly. and mot  to
worry very much about the future,
The Bank may be able to sell an-
other. two' billion-dollars over the
next.few. years within-the limits
of the American guarantee at in-,
terest rates somewhat hxgher than
those of last summer-in. view of
the general stiffening of the mar-
ket. Why. not; leave it to.future
developments to take care of the
situation when the" “three billion

hand?

There should, bé :strong -objec-
tions to such'a take-it-easy policy,
The Bank has a job-assigned” ta
it by the Charter and the Marshall
Plan and it has a duty to .doits
besti to: complete /it -even. if. this

bles and difficulties. The manage-
ment should consider’ the “whole
program-at this time ‘and’ try''to
work . out. a ‘'new approach ‘and
new methods in a’ determined’ ef-
fort to complete its task success-
fully. This will mean, for all prac-
tical purposes, to go beyond the
“three billion dollar ceiling” in
order to sell up to $4,500 million
of new bonds.

In the circumstances, the Bank
will have to face the fact that it
will have to deal with two dif-
ferent groups of investors and will
have to draft its policies accord-
ingly, In the first group are those
investors, particularly institutions,
which participated in the  first
bond issue. They look for high
grade material but are satisfied
with a comparatively low rate of
interest. In view of this position,
they will avoid even to-approach

volume of bonds they will be will-
ing to absorb is definitely limited.
In addition, they' will exercise
pressure upon the Bank to deal
with the best borrowers only and
to pass over applications that may
be ,ehglble from-a broader point
of view.

The second group, on the other
hand, will consist of investors who
are - willing. to take reasonable
risks provided they are allowed
an appropriate premium either by
means of a higher interest rate or
an opportunity for appreciation of
the principal.

In order to appeal to those in-
vestors; the:Bank . may: have to

rate and perhaps below par. The

spread between the two categories

R CBANABAN ek B A Bl s

there appears to be some danger

dollar ceiling”  will" be close on|

should mean a good deal of.trou-.

the “ceiling” and as a resylt the|’

issue bonds with a“higher: interest’

may be 1 t0.1% %. However, these
‘junior bonds” would have to give
preference to  the - low-interest
bonds in regard to the “American
guarantee " They ‘would partici<
pate in that guarantee to the ex=
tent only as-it has not been used
up by the'senior issue, In every
other:respect the rights of both
categories of bonds would be the
same. )

Temporary Support -From U, S.
" Trust. Funds Indispensable

+Any attempt to sell from two to
three billion of these junior bonds
under the present unsettled world
conditions  would require exces-
sive interest rates and high pres-
sure methods of selling similar to
those. used during the ’twenties:
The market will have to be sea-
soned ‘for: the absorption - of' this
type. of bonds and the initial flo-
tations: would have to be rather
small, Therefore, special measures
will have to be taken during that
initial period in order to avoid an
addltlonal burden upon the Amer-
ican taxpayer,

The trust funds under the:ad-
ministration of the U, S. Treasury.
Department “may provide ~ the
means. to bridge the ‘period until
an - improvement: of the interna-
tional situation—such:.as is ex-
pected to result from the Marshall
Plan—will permit large-scale sales
of junior bonds to private inves-
tors: who -are prepared to: take
limited risks: in exchange for a

| higher return. ‘

The trust funds are increasing

now by some three billion dollars’

annually;  ‘moreover,’ they - sold
almost $1,800 million government
bonds during 1947 'and, therefore,
have constantly. large sums avail-
able for ‘inyestment. . All these
amounts have been used for plac-
ing government securities and the
proceeds-used by;the Treasury to
retire short-term holdings of gov-
ernment securltles by the banking
system

This -very recommendable pol-
icy could be continued even if an
amount of’two "to two-and-a-half

| billion® “dollars'" should . be  ear-

marked for the purchase of junior

-/ bonds of the International Bank

over - the- next few years; thls
would rabsorb oaly. a fraction o
the annual ‘accumulation. How-
ever,\ these purchases; of the trust
funds would be made only 'if the
bonds ‘could not. be placed ‘with
private investors. The very fact
that the trust funds are standing
ready 10 absorb these bonds would
surely support their’ market to ‘a

‘degre¢ as 'may greatly reduce the

total to be sold to the trust funds,

The trust funds receive. now
1% % to 2% %  interest from the
Treasury. The difference between
the present return and the higher
interest rate of the Bank’s bonds
would have to be placed in a spe-
cial reserve to provide for possible
defaults. in the service of the
bonds. ;

Special legislation will probably | "

be required to permit these in-
vestments, - But Congress surely
will prefer this solution. to.the
need for additional dishursements
from the Treasury’s general fund.

Bondholders Should Be Secured
By Mortgage on Facilities Con-
structed. With Bank’s Loans
The Bank,  in its loan agree-
ments. negotiated up.to now, has
failed to.provide for such. safe-
guards as the bondholders may
reasonably expect. This was one
more reason why so much em-
phasis had to be given to the
“American guarantee,” Although
the -question- has been under" dis-
cussion for more than a year, the
Bank has not: explained why it
did not ask for additional guaran-
tees in the past and whether it
will continue that pollcy in the

future.

Undoubtedly, this is a ticklish
problem in view of the fact that
a majority of the executive direc-
tors -are _instructed - by - govern-
ments which seem to be - deter-
mined to use the time-honored
doctrine of sovereignty as a con-

entitled.

venient excuse for-their unw1ll~
ingness to" give. the bondholders .
the’ protection to which they are’
1t

‘Unless ‘the -Bank makes

‘abundantly clear that: it will not

extend loans under the Marshall
Plan scheme unless it receives
adequate security for the benefif
of its bondholders, rather - than
mere paper‘promises, it will have
to face increasing difficulties in
selling’ ;ts bonds. «

-There is no conclusive reason
why the facilities constructed with
funds advanced by the Bank
should not be mortgaged in the
interest of the bondholders to give
them something to bargain ‘with
in case of default of a debtor
country.

Under the terms granted by the
Bank 'in the past thére is no pro=
tectlon at all once the proceeds

a loan have been spent; the
Bank can merely rely on the good
intentions of ‘its borrowers. Who
would :pretend that these are rea-
sonable terms under prevailing
world conditions which investors
might accept without misgivings?

Mere silence will not settle the
problem. The Bank will have to
consider- it fully and will: have to
make its position clear beyond any
doubt.

Three and. a’ half years ago,
when. the . Bretton' Woods agree-
ments, were - drafted, there were
high- expectations regarding: the:
important role of the newly created
international organizations in the
post-war period. However, events
were different from those foreseen
by the draftsmen pf .the Charter
and thus rendered very -difficult
the development of the new insti«
tutions,

The next year may bring a de-
cisive turn in the work toward a
permanent peace and: better con-
ditions all -over. the world. To
achieve success, all available
forces will have to be concentrated
just as it had to-be done during
the closing phases of the war, The
International Bank  has-been. as-.
signed its place in the strategic
plan and it will be up to the man-
agement to make sure that there
will.be no failure: - -

Tax Cut.and. Reduced
Govl. Spending to Come

(Continued from first page)
cost,‘of government has risen out.
of all reason. They want those
costs_cut. ' We ‘shall dg, that." The.
Repubhcan Congress  during " its
first session started to eliminate
unnecessary expenditures and re-
lieve the Federal payroll of need+
less persons. We lopped off sev= -
eral billion dollars from President
Truman’s padded budget. We have
reduced the Federal payroll- by
approximately one million per-
sons since the Republican drive
to eliminate useless bureaucrats.
These accomplishments were
made in spite of vigorous opposi-,
tion of President Truman and his
followers, The . Administration
fought economy every step of the
way.  They - turned loose  their
propaganda machine to misrep-
resent the facts. :

All across the country one could

| hear' the “wails" of busybody  bu=

reaucrats deprived . of some ‘of
their sugar plums. The American
people are deeply concerned over
the high cost of government.

- ‘Federal, state, and lotal “gova
ernments now cost about $50 bil-
lion a year. That.is one-fourth
of our.entire national income: of~
roughly $200 billion, Think of it!
The nation’s food bill was less
than $40 billion in 1946, ‘It cost
our people more to be governed
or mlsgoverned than their food
cost them.. It is estimated that the
cost of food has increased ‘about
93% since 1939, while’ the cost
of the-Federal' Government has
gone up 33%.  Yes, we are going
right ahead with .our:reduction of,
unnecessary government expendi+
tures this session. Of course, we’ll
not be able to finish that job and
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-other matters until the people
next November elect-a. Republican
President who will cooperate with
a Republican ‘Congress.:” . .-

Now as'to taxes, we shall pass
a tax reduction bill this session.

I am hopeful we can pass it in the | .

House this month. Continuation
of war taxes in peacetime is in-
tolerable and indefensible. The
American people know the Re-
publican Party is a party of econ-
~omy in government and of tax
reduction. Twice during the first
session of the Eightieth Congress
we passed tax reducing bills, only
to meet indefensible vetoes by. the
President, I say indefensible be-
cause the Constitution def nitely
lodges in the Congress the power
:)o say what the tax. policy shall
&, ;

Our TFederal Treasur;y today

would -be-operating .in the red if | .

the ‘Republican Congress had ap-
proved all the spend and spend
proposals of the Truman Admin-
istration.” Largely due to encour-
agement for competitive enter-
prise with the advent of a Repub-
lican Congress and the construc-
tive record of this Congress, Fed-
eral revenue now exceeds outgo
for the {irst time in 17 years. We
got the government out of the
red, and we are getting the Reds
out of' the' government.

We shall continue to provide
adequate funds for effective na-
tional detense and the needs of
our war. veterans.” We 'shall do
whatever necessary  to maintain
the upsurge in home building be-
gun - when the -Congress took
charge of the housing effort from
ignorant New Deal planners.. We
appropriated the largest amount
in history for flood control.. The
‘Republican . Party  originated the
vast - reclamation program that
today is meeting the needs of our
Western states. The present Re-
publican Congress is expanding
and  developing that program in
:a sensible, businesslike way.

With continuation of the econ-
omy record of the present Con-
gress, there will be ample margin
of Treasury surplus to give the
people the tax relief they demand
and . which ‘they are entitled to

have. Lower taxes mean more:

take-home pay. Lower taxes mean
more money  to invest in busi-
‘ness enterprises for production of
goods and to provide jobs. Lower
{axes will help:cut the cost of
living. Taxes-enter, into’the ‘cost
of everything we buy. Everytime
you housewives go ‘to the store
and spend ten dollars, $2.50 of it
goes for taxes. Lower taxes mean
more money to save, and for our
;aged, citizens lower taxes mean
they can obtain the necessities of
life and some of the comforts. We
must cut the cost of government
and cut taxes to help keep Amer-
ica strong.

The American people want to
do all they can to help friendly
foreign - countries recover from
the war, They want to stop Com-
munism, but our people want the
Congress to be prudent about. it
and not bankrupt America. Only
@ strong America can be a bul-
wark for the Republican form of
government and an inspiration for

Two With Edwards & Sons
.Al‘.(SpeclnI to THE FINANCIAL CHRONICLE)

ST.: LOUIS, MO.—Harold M.
<Cahill‘and Frank C. Montgomery
have joined the staff of A. G.
‘Edwards & Sons, 409 North Eighth
Street, members of the New York
and St. Louis Stock Exchanges.
Mr, "'Cahill was formerly with
Slayton & Co.; Mr. Montgomery
was with Whitaker & Co.

- Neilson-Breithaupt
" ALEXANDRIA, LA —Neilson-
Breithaupt, Underwriters, 915
Sixth Street, are now engaging in
a securities business.

' THE COMMERCIAL & FINANCIAL CHRONICLE - Al

Securities Salesman’s Corner
By JOHN DUTTON
SECOND ARTICLE

.(Training of Salesmen)

In order to be successful as a security salesman, a man must have
certain qualifications that lend themselves to this unique business.
Only if he has those qualities will he have the capacity of inspiring
others to place confidence in his ability to offer them competent in-
vestment service. If he does not have the following attributes of
character and personality, it is‘unfair to the new candidate for a
position of salesman to waste his time trying to train him for the job:

(1) Honesty—No man can carry conviction and cause others to
believe in his own integrity if he is in any way dishonest with him-
self. By this we do not mean honesty in money matters alone but
in every other act of life itself.

' (2) A Desire to Help Others—No man can make a lasting success
olit of the investment business if he goes into it with the idea of mak-
ing a quick killing, using it as‘a stepping stone to some other line of
endeavor; or as a method of exploiting the established relations which
he may have with friends and relatives, . ‘

(3) Courage of Convictions—A man must believe in our capital-
istic system, private enterprise, and the benefits of saving and invest-
ing if he wishes to convey sound investment ideas to others. He must
believe in his own capacity for doing a good job whatever it may be.

(4) A Desire to Be a Success in the Securities Business—He Must
Like the Business—The securities business is not an easy business
but some men like it;  They are willing to pay the price of hard work,
constant, study, and the insecurity which surrounds this industry, be-
cause they enjey their work and the associations that go with it.

(5) Mental Courage—To be a good salesman in any line of en-
deavor a man must be able to take it on the chin and keep plugging.
There are days when selling securities is not too difficult—other times
the going is so tough that many a man just can’t take it, Those who
stick to this business in good times and bad must have plenty of old

fashioned “guts.”

(6) Good Health—No man can go out and inspire 6thers to fol-
low him if he doesn’t have the energy to back up his ideas with a
smile and a healthy outlook on life,  Without good health this is im-
possible, ‘ 5

(7) Creative Imagination—There are those with a flair for say-
ing something with a little salt and spice, or of making a suggestion
that can turn an objection into a reason for doing business. It will
come in handy if you have the ability to dream-and think things out
in a different way, although many men have made a success retailing
securities without too much of this sort of thing. Some men can see
a trade or a sale while another may walk right by it—that is the sort
of an opportunist that does well in any business, but it is especially
valuable to a securities salesman. .

If you can hire men who measure up to the foregoing standards,
and who also have the mental and educational background to grasp
the fundamentals of the investment business, you should be able to
train such men to become good salesmen.

The next step after you have selected the men whom you think
have the qualifications for success in this work is to teach them how
to CREATE CONFIDENCE. Before any man can persuade others to
believe in what he is selling HE MUST BELIEVE IN IT HIMSELF.
Please read that over again. He ‘must believe in what he is selling.
That is where. those .who. do the training must do some selling them-
selves... To -do. this you. must;have, policies, and .principles of .your
own, which you can, convey to.new. men.that,will give them confi-
dence in your abilities and experience. If you are just selling securi-
ties, buying this and selling that, following a trend or the style of the
times, how in the world do you expect a new man coming into the
business to pick up the pieces you are throwing around? Yet many
firms do just that.

If you sell special situations and do original research to back up
your offerings—show your new man how this works out to the ad-
vantage of your clients. If you specialize in portfolio analysis show
him how this is of benefit to your clients. Give him some proof by
allowing him to see some actual case histories that you have in your
office, If you combine special situations with investment offerings,
let him see how this can be of advantage to the customer. Let your
new man understand that no security that you offer will be sold to
any customer unless your research and experience causes you to be-
lieve that his welfare will be served best by selling such a security.
Make it understood that you would rather pass up an order'than sell
something unsuitable to your clients.

After your new man has confidence in his firm and the competent
way they do things you can assist him in acquiring confidence in his
own ability to 'go out and do business. Keep your training course
simple. There are much more important things for a new man to
learn than statistics. The first thing to learn is how to detect the three
broad classifications of security buyers than he will meet. (We are
not including institutional buyers because that is a special field of
work in itself.) The three classification are as follows: (1) The in-
vestor who seeks income; (2) primarily desires income but takes a
flyer once in a while for price appreciation; (3) interested in price

appreciation, If a security salesman can’determine into ‘which classi-
fication. his prospect belongs he can then select the proper.approach
in the solicitation of business. The sales presentation for an investor
will not fit the speculator—this is just common sense. In-other words,'
your new salesman must learn the three main targets at which he has
to- aim-—then he selects the right ammunition, This does not mean
that a canned sales talk can be prepared to bring in the business from'
each type of security buyer—but there is a certain framework for
each particular sales presentation that can be used to advantage, and
that is what you should teach your new men. .

Next-week we will present the framework of a sales campaign
based upon obtaining business from the first group—those primarily:
interested in investing for income. Summarizing briefly the nucleus
of a plan for training new men is: (1) Pick men who have the quali=
fications for success; (2)'establish their confidence in the firm for
whom they are working; (3) build their own confidence in themselves
by teaching (a) knowledge of the business; (b) showing them how to
recognize three different types of security buyers; and (4) furnish the
right sales ammunition to be used for each particular category of
investor or speculator, The fine points of selling will come along
l'c;ter and most men learn more by doing, than by going to the
classroom, : '

Reporis Reduction in Manufaciuring Net Income

Joint study of SEC and Federal Trade Commission computes 1947
second quarter net profits at $2.5 billion against $2.7 billion in
preceding quarter. '

+~ The net income after taxes. of all United States manufacturing
corporations amounted to '$2:5 billion during the second quarter of -
1947, according to the quarterly report made public jointly today
by the Securities and Exchange Commission-and the Federal Trade

Commiss.on. This. may be com-

pared with the $2.7 billion of
profits after taxes during the first
quarter reflecting higher eosts and
expenses . more than - offsettin,
higher sales. 1 ’

According to. the report, total
sales -of all manufacturing cor-
porations for the second quarter
are estimated at $36.9 billion con-
trasted with $35.4 billion the pre-
ceding quarter. -Net profits before
taxes  amounted to - $4.1 billion
compared with $4.4 billion during
the first quarter; Federal income
taxes were estimated at $1.6 bil-
lion for the second quarter and-at
$1.7 billion for the first quarter.
More than :$800,000,600 was paid
out in dividends, an increase- of
about $100,000,000 over those paid
during the prior quarter.

Total assets of all manufactur-
ing companies amounted to $91.9
billion at the end of June, 1947,
while stockholders’ equity was es-
timated at $64.5 billion, an in-
crease of $1.7  billion over  the
quarter., Of total assets, about
$25.2 billion was in the form of
inventories, an increase of $500,-
000,000, while $29.9 billion repre-
sented net property, plant;” and
equipment, The-net working cap-
ital of all manufacturing corpora-
tions amounted to $36.0 billion at
the end of June.

As shown by the report, the
rates of profit both in relation to
investment . and to sales were
somewhat lower, during the sec-
ond quarter than in the previous
quarter.. This was true for all but
the smallest size class of corpora-
tions and for nearly all industry
groups. The- quarterly ratio of
profits after taxes to stockholders’
equity dropped from 4.2% during
the first quarter to 3.9% for the
second. Related to sales, profits
after taxes dropped from 7.5%
during the first quarter to 6.8%
during the second quarter.

Corporations in the middle-size
class with assets between.$1,000,-
000 and $5,000,000 continued to
show the ‘highest  profit - ratios

-while the smaller and larger com-

panies showed lower ratios., Com-
paring ratios for different indus-
trial groups, it was found that

Bowman Associates Formed
PACIFIC PALISADES, CALIF.
—Bowman. Associates has been
formed with offices at 15316 Sun-
set Boulevard to engage in the
securities business. Partners are
Jesse R. Bowman and Mrs. E. G.
Warendorff. Mr. Bowman was for-
merly with Slayton & Co., Inc.

- Joins F. H. Breen Staff

(Special to THE FINANCIAL CHRONICLE)
" LOS ANGELES, CALIF.—Wil-
liam J. A. Hughes has been added
to the staff of F. H. Breen & Co,,

Chicago.

. Over-the-Counter Quotation Services
"For 35 Ye’ars

NATIONAL QUOTATION BUREAU, Inc.

Established 1913 )
46 Front Street, New York 4, N. Y.

!

San Francisco

manufacturers of paper and allied
products -and lumber and wood
products had the: highest profits
related - to - stockholders’ equity.
The . transportation equipment in-
dustry, other than motor vehicles
again had the lowest ratio, 0.5%. |
The ratio of cash and govern-
ment securities to current liabili-
ties, which is one rough measure
of corporate liquidity, amounted
to 90% for all manufacturing cor—
porations at the end of June, 1947,
a slight increase-over the March
ratio,: This ratio varied from 66%
for companies with less than $250
thousand in assets to 111% for the
large  corporations with assets of
$100,000,000 and over.

‘With Herrick, Waddell Co.

(Special to THE FINANCIAL CHRONICLE) -

KANSAS CITY, MO.—John R.
Wahlstedt is now with Herrick,
Waddell & Co., Inc., 1012 Balii-
more Avenue,

Marxer & Co. Admits Jones

DETROIT, MICH.— Marxer &
Co., Penobscot Building, members
of the’ Detroit” Stock Exchange,
have admitted H. H: Jones to part-

nership in the firm.,

- J. O, Ruvoldt Opens-

REYNOLDSBURG, OHIO —
James O. Ruvoldt is engaging in a
securities' business from’ offices at
94 East Main Street.

" For
- Profit

The $5 Preferred stock of an
85-year-old New England com:
pany, which has .a" dividend .
accumulation of $77 a share,
Earnings over the previous ten
years have averaged $21.30 a
share. . : '
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.
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

RaymondsCo.

148 State St., Boston 9, Mass.
Tel. CAP. 0425 Teletype BS 25?

\

and WHitehall 3-9030

N. Y: Telephones: HAnover 2-7914

609 South Grand Avenue.
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Tomorrow’s
Markets
Walter Whyte
Says—

By WALTER WHYTE

Electlon speeches in and out
of Congress will make for|?
nervous market for next few
weeks. Be prepared for sur-
prises.

From the way things look
from where I'm sitting, this
isn’t going to be much of a
stock market week. The big-
gest -obstacles ahead are the
political speeches sheduled to
start this- week ;
As the Weeks pass these
_'speeches will increase, but
they will become common-
place by then and will have
little effect on the market. It
is the first few utterances that
make an impression.

s kS #* #*

The fact that Congress will
also sound off in various- di-
rections, will also bring mar-
ket repercussions. These will
be nothing new, except that
this is in an election year. So
no matter what the various
parties believe in or want, it’s
a safe bet they’ll have to go
back to some sort of regula-
tion, not voluntary, to show
the voters they have their in-
terests at heart.

» W e .

It is possible that the mar-
ket, by it lethargic behavior
of the past ten days or so, has
already anticipated the above
and will react to the various
speeches . and promulgated
programs by more ‘dullness—
it is possible, but not probable.
So holders of common stocks
‘ha@ "better ‘ be ‘prepared ' for
“surprises.”

f *

£

* *

In the past few .weeks I
have recommended the pur-
chase of steels, oils and cop-
pers. Re-exammmg them to-
. day, they continue to show
_the “up” tendencies that led
me to advise them original
Some of the individual st $
in these groups are well in the
black, others are just so-so.

% # #

This is as good a chance as

any to explain my market

‘, philosophy; not that I haven’t

done it before. Many readers
of this column are investors.
To me aw investor is one who

|| seeks -a reasonable return.on

his money plus some assur-
ance that his -investment is
-safe. Under normal economic
and political conditions such

an approach is wise. It may|

even turn out to be profit-
able. Because safety and rea-
sonable return on principal
irequently carries with it un-
expected profits which may
not have originally been an-
ticipated.
£ £ E 3
However, I am not an in-
vestor.- I'm a trader, or if you
prefer, a speculator. Safety
and return on capital is nice
to -have, but I'm primarily
concerned with profits. I'think
this is most important today
if only to keep intact the pur-
chasing value of the dollar,
Stocks are probably the only
media which -havent kept
pace ~with the inflationary
movement that has touched
us on all sides. This doesn’t
mean that stocks are neces-
sarily cheap, They are never
cheap. They are always worth
what they are'selling for, no
more — no less. Subsequent
changes make them higher
or lower. It is the speculator’s
job to foresee these changes
and act to protect hlS profits

or add to them. .-
#* %

In all the years I have writ-

{ten this column I have kept

this objective before me. If
my own.records mean any-
thing I think I have managed
to do fairly well, though 'I
doubt-if there are any sensa-
tional - profits in this record.
But by the same token, nei-
ther do I have any shatterlng
losses to worry about.
£3 * S

What 1948 will bring, I
don’t know. But I'll continue
to go along as I have in the
past. The market will prob-
ably stay in business for some
time. And so long as it does
it will, in its own way, fore-
cast coming changes both here
and abroad.

More next Thursday.

—Walter Whyte

[The views expressed in this
article do mot mecessarily at any
time coincide with those of the
Chronicle, They are presented as
those of the author only.]

New York Stock Exchange
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Germany S Sorry Outlook

(Contmued from page: 10) 3

Plan” for raising German produc-
tion _to about its. 1936 level ‘was

one . of complete mdlffé’rence,
people being too much"abserbed
in the daily cares of getting to-
day’s and: tomorrow’s bréad and
fuel for the winter, It is a strange
sight to -
days adult workers in the Berlin
Zoo—it would be better to say the
former zoo—chopping roots or to
see women gathering ‘sticks, in
a temperature of 100 degrees.

The “New Plan”

The Allied administration an-
nounced that it had been decided
to “put” the level of industry on
what would be approximately a
Of this, however, the
administration -is -incapable; the
German people must do this and

 be willing to make. the effort to

realize the plan. There: is notice-+
able in Germany, however, a
growing disinclination to conform
with allied regulations, either be-
cause of suspieion or because of
a spirit of resistance. It is not
necessary to believe in the latter
in order to explain this'mentality.
The German, boththe’industrial-
ist and the worker; is ‘prepared to
work only if he can share in the
fruits of his efforts:..This partly
psychological factor: is clearly re-
flected in Ruhr coal production
statistics;- which "have not only
reacted to the food ration, but
also to an increase or decreasé
in the export of coal

Without doubt work is getting
done in Germany It is striking
that, in the majority of towns, the
clearing‘ of debris has made rapidj
strides since 1946; mare ‘is 'being"
repaired, even built, but all this.
is to the benefit of the German
people which, in this way, is im-.
proving its apparatus Whether he
be an industrialist:‘or. .a_ worker,.
the German is quite mdlfferent to
an export program:as at: present
being put forward by the’ allies.
This was. to be seen’at the Han-
over Export Fair, held from:Aug;
18 to' the beginning of September:
A number of contracts' wert
cluded —orders = even “ran
some tens of millions of dollars—
but ‘it is doubtful whether these
will be carried out. Half of the
1,300 exhibitors were prepared to
conclude contracts, on condition
that the necessary raw materials
and power for production would
be supplied. They would not allot
raw materials from  their own
reserves, because only’' Reich-
marks are received in exchange
for -the product and this means
living on real capital. The other
half of the exhibitors were quite
uninterested in exports, and ex-
hibited only because ,the ‘“Han-
delskammern” (Chambers of
Commerce) had encouraged them,
and unpleasantness with the allied
authorities. was feared if -it -were
not done. It is difficult to get
anything done with intractable
people. It is extremely difficult
for the Allied administration to
get the cooperation of the Ger-
mans in the “New Plan,” simply
because they do not believe in it.
The plan has come too late. A
similar action might perhaps have
spurred the Germans to coopera-
tion in 1946. This will now be
extremely difficult: the misery is
so great that the people seem to
be inert. What must happen in
Germany and how will it be pos-
sible to bring about 1mprove—

‘ment?

Increase in Ruhr Coal Production

In Allied circles the only pos-
sibility of improvement is seen to
be in the increase of Ruhr coal
production. It is true that this is
necessary before all, It is hoped
to achieve this by an increase in
the food ration and a different

see. on hot summer |

Iorganization of the mines where-.

by the management would be put

%

into . German: -hands, -under . the
supervision of the NorthGerman
Coal Control, the body that acts
as trustee for the British Military
Government in whom the‘owner-
ship of the mines is vested:: <This
body ‘acts as manager. and- wi

supplemented by Amerlcan rhem-
bers. Professional -men-- are :of
course hecessary ‘for good com-
mercial management. It:is doubt-:
ful whether ‘this will .be guaran=
teed by the way 'in’‘which:.the
Allied administration “thinks to
appoint German leaders: by
means of an- economic council,
whose members are appointed by
the parliaments of the “Laender.”
This threatens to give the man-

agement a political rather:; thana:
commercial character. ‘It remams'
to be seen whether this; will: in-'
"spire the confidence of” the

man worker.

There is' just as much
httle-—desn‘e for. nationalization
in the German miners as there:is
political interest displayed by the
German -generally; he is: more
preoccupied ' with .the  way in
which he can get today’s and to-
morrow’s meal. -He will follow
and give his confidence to those
who can offer him motre bread
and work. The plan for the rais-
ing of Ruhr  coal ' production—
which is now showing an increase
owing  to larger food rations—
does - not" depend only on . the
quantity-of -food one puts into the
Ruhr. Also necessary:.in order ta
guarantee regular Jabor and, pro-

creates among the miners by
management and by the.destina-
tion-of the -coal produced. ;This
is ‘a psychological factor of’ the
first rank. It is therefore .of the

gz.'eatest importance that (1) one’
«can:-give the Germans a better’
standard of living through their
“increased achlevements (2) pro~'
vide- ‘more-hope in the future- by |

gaod: commercial management S0

'that' they can give up their—
economically—extremely- wasteful |

method whereby, for: the greater

part, they try to support them-=:
selves, by direct exchange, pr1m1-'

tive barter!-

Stunulatmg the Desire to. Export'

In. order. to revive: exports it is
just . as: -necessary: to: have:the

“desire to ‘export,-of the German

industrialist and worker.: To ‘this
end it is -essential to /recreate
confidence in the intentions of the
Allied ‘Administration and to ex-

"amine by ‘what  technical ‘means:

the desire to export can be stimu-

lated :and finally in what way the!
new German export can be placed

on the world’s markets,

If ‘one offers the German
worker -more to eat and affords
him the opportunity: of really
buying something with the fruits
of his efforts- and not: merely of
exchanging them for Reichsmarks
without purchasing power, and he
realizes that, in this way, he is
better off than he is with the
present primitive barter, he will
undoubtedly, .if at first slowly,
set to work in a more normal
fashion with more animation and
less absenteeism. The. manufac-
turer must also be able to'trade

in & currency that has a. certain'

value and 'a- purchasing power
that can be relied on,  He must
also be free of administrative ma-
chinery and red tape. In this con-
nection it must not.be forgotten
that no freedom of trading can
be granted him, not only because
one would thus leose control -over
the activities of German industry
and because all sorts of impermis-
sable practices- would -creep- in
again. Control is also desirable
with a view to German competi-
tion on the world market; every
country now wants te expert and

many countries are suspicious of'

the export drive of others and
restrict their 'imports. One must

therefore “fit in” German exports:

into world trade. This aspect of
the German export problem may
perhaps produce just.as many or

even more difficulties as the in-
ternal - German  problem, however
great’ the demand may for the
moment be ‘for goods which Ger-
many. can. supply

Not Exclusnvely ‘a ' Food Problem

As far as can be seen from outs
side, ' the "‘Allies :have seen. the
whole problem-chiefly as a food
problem, as the. organization o

the management.. (about ' which

one is not:agreed) and as a prob-
lem of greater efficiency in the
control of imports and exports via
the Joint 'Export and Import
Agency.. This- latter, . however, =
with the retention of the red tape
character of this control, which
acts . as a strong brake. In the
event of an expansion of the Ger-

‘man. exports .to-the ‘desired level
i(let us say for:the time being up .

to 5 ‘billion reichmarks a year)
| it would, grow into a monstrosity.
As enticement of a bonus of 10%
of the foreign currency proceeds
to the exporter has been attached
to this, but the division of it
among those who have a right te
it is a puzzle in the case of each
transaction demanding the wis-
dom of Solomon. When one reads
in one-of-last year’s monthly re-
views of the Neckarsulmer Werke
AG that this firm is supplied with
parts ‘for the cycles and motor-

cycles it manufactures by fifteen

factories from the Western zones,
one can understand with what -
puzzles the dividers of the bonus

‘are faced.
auction is - the ‘confidence one.i

N_gcessity for an Export Currency

‘In-‘what way "all these objec=
tions*“¢ould be met? How'is one
to arrange the appropnate policy?

It must.be clear that the money

situation” in Germany if not the
‘root of ‘all evil is one of the most

"important factors. Without sound

money all economic measures are
doomed to fail. There are already
‘several: plans for money ‘reform
from:American as well from Brit+
ish:as: from. German side, Apart
from+the fact that the" monetary

'problem:was considered at Pots+
;dam as-an exclusively quadrapar=
"_tzte affair and agreement with the
‘Russians is not reachable on this
‘point, ‘a- monetary reform at this

moment . will involve difficulties

‘which”could ‘'only be surmounted
by ‘doing’ it’ in the rough ‘way of

the recent Russian money purge.
And even this way ‘would net-be
effective if there are no guaran-
tees against a new inflation which
would make the money reform
meanmglessl The = situation " in
Germany - is 'so complicated that
the "advice of men who know
German economy 'well- and has
also had experience’ of monetary
measures may- be useful.

- Interview With Dr. Schaeht '

It was for this reason that the
writer, during his visit to Ger-
many, sought out Dr. Schacht, the
former President of the Rexchs—
bank (from 1923 to 1928 and from
1933 to 1938) to-hear: his views on
the. matter. Through the kindness
and cooperation of the Eucom the
writer -was able to talk with Dr.
Schacht at length. Schacht, how-
ever, intends to publish hlS plans
——whlch he says.are. completed—
when, as he says, he is rehabili-
tated in the eyes of his people.
Put more simply: Schacht will
cooperate if he is released. Never-
theless, an interview of about two
hours with the former leader. of
German - financial . and = banking
policy gave the writer—who has
followed Schacht’s policy closely
since 1923%*—an insight into Dr.
Schacht’s plans. - Dr. Schaeht him=~ .

#It 'is interesting to noté that
the writer has continually criti-
cized  Dr. Schacht’s policy, which
caused Schacht to express™ his
great- displeasure publicly at the
Stillhalte conference in July,
1933, because the writer had de-
manded that a Receiver be ap-
pointed for Germany because she
was no longer paying her debts.
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oli-said orily! that - they ‘would | g - . - : EE -
eyt it The ‘State of Trade and Industry|

1900 a recurring ‘cause of inter-

national friction—being . revived,

- and . without creating..political

tension, Further that-they: would:|

- .bé 'based ‘on private.:initiative,

récovery possible; he most strong-
1y .condemns-every form of col-
léctivism, ~-a v - R
< What did -Schacht do, after the
-+ :1ast+ war,” when. the ' sityation: in
. Germany - was- by no: means . s0
-~ serious. as: it is. now, byt in prin-
-ciple had the same features? He
stabilized the Reichmark and, to
promote exports, established the
Golddiskontbank at ' about ~ the
same time—in March, 1924, - This
ad a capital of 10 million pounds
sterling and its task was to. supply
export credits and to issue bank-
notes  in foreign ' currencies, + Tt
never issued banknotes, but it was.
extremely useful in’creating .ex-
port credits. It attracted a great
deal of foreign-capital and issued
export - credits on this: basis to

- German industry. These credits,
from Britain, United States, Hol-
land and France, helped to make

it possible that Germany, how-
ever: impoverished, could execute
the agreement of Rapallo of 1922
-and issue credits to Russia and
other " East Eurgpean countries.
Ope can see that such 'an organi-

zation would certainly have 1o be |.

kept under control.. By, means of
this organization it is possible to

get 3 complete survey of German |

‘eéxports and thus prevent undesir-
able - competition, ~ international
cartels' and other unwished for
developments, and therefore po-
litical friction. as well,” There is
further the advantage of being
able to replace an official control
:apparatus with-one that is com-
mercially organized and made the
instrument of a commercial. pur-
pose, which, of course would have
to be managed through or under
allied control. The Golddiskont-
bank worked very well for many
years, attracting foreign capital
through bills ‘of German under-
takings and banks endorsed by
the Golddiskontbank and foreign
establishments.  This method
would, moreover, have the great
advantage that the risks of loans
to Germany would no, longer be
borne by allied taxpayers but
chiefly by foreigners who had di-
rect interest in- the revival o
German exports. - 3
“Such a new Golddiskontbank.
would create an export currency
which Germany primarily needs.
There would: be no . objection
whatsoever to letting this freely
...circulate in Germany; it would be
: a'means of exchange with a fixed
“value in addition to the Reichs-
- mark., There is no reason to be
concerned for such a parallel cur=
rency provided oneallows.a free
. forming of quotations in terms of
Reichsmarks, Does not the famous
-gulden-banco -— the. accounting
unit of .the Amsterdamse Wissel-
bank of the 17th and 18th cen-
‘tury—then . the -currency for . the
“whole of Europe—afford the finest
-example of a. parallel currency

‘that did ‘not cause’ the slightest | 4

" disturbance? . )

“ The insoluble problem of the
“division of the 10% bonus among
“exporters and workers would then
e :solved because it would be
“paid eut in export currency. The

division can be safely.left to the |.

i%.Qermans because it is clear that
. everyone - wishing to:buy. some-
-~thing for-export. will-have to pay
““in such fixed=value currency. It
",.could’ gradually. replace. the old
.’ Reichsmark, offering thus 3 sound
~opportunity to bring the financial
‘and monetary aspects of the Gers
man regovery problem nearer to
_a solution. " .

Joins Corbrey Staff

(Speclal to THE. FINANCIAL CHRONICLE)

CHICAGO, ILL.—Roy H. Morrisl|
. is now with Carter H. Corbrey & |

Cp, 135 South La Salle Street. |
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SO . (Continued from’ page 5) "
| that if certain groups are given more steel it must come out of quotas
‘already set up by steel firms for other steel users. A checked survey

by “Iron Age”: editors indicates almest ‘without exception steel cus-

: : A &  fomers:ar 1location. teel supplies under government
without which he. did not.consider | coﬁrol-‘i)resﬁgggzignt? allogation; of sieel supplies g

Some consumers and steel producers fear, the abeve trade au-

_thority notes, that steel allocations if put into -effect will provide
"a major shot in the arm for gray market activity which has lessened

some recently because of the: glare of publicity and militant action
by somie steel companies. Small users: and even. large consumers
whose quotas might be cut further:early.this year must have steel
to’ maintain competitive manufacturing schedules and as they have
done in the past they will obtain it no matter what the price.

Steel consumers are in -for another. jolt soon because of the
second. freight rate advance. The rate raise will force additional steel
firms, to withdraw from distant territories because present steel-
making costs will not allow them to absorb the additional freight
necessary to remain competitive in those areas. ,

Increased freight costs, the almost certainty that steel labor will
receive -a moderate wage increase; the probability of.higher ore
prices and the chance that miners’ wages and: the price of coal may
be ‘advanced “this “year all point to a strong possibility that steel

‘pri¢es must be advanced before the next several months go by, the

magagine concludes.

~.....Fhe,American Iron and Steel Institute announced on Monday

of ‘this week..the operating rate of steel companies having 949
. of the..steel-making capacity of the industry will be 97.9% of

capacity for the week beginning Jan, 5, 1948.. This compares, with
"'96.4% -one week ago, 97.79 one month ago and 90.39, one
< year ago.. Comparison of the current rate with that for the sim-

ilar week in January, 1947 must give consideration to the change

in basic ingot capacity of the industry.

This week’s operating rate is equivalent to, 1,708,600 tons of

* steel ingots and castings as against 1,686,900 tons last week, 1,-

710,000, tons a ‘month ago and 1,580,900 tons one year ago.

FREIGHT LOADINGS. 289% UNDER PRECEDING WEEK
; DUE TO CHRISTMAS HOLIDAY ‘

Loadings for the week ended Dec. 27 totaled 599,357 cars, accord-
ing to the Association of American Railroads. This was a decrease

‘of 232,773 cars-or 28% below' the preceding week, and represents

a decrease of 28,610 cars or 4.6% below -the corresponding week in
1946 byt an increase of 93,380 cars, oxr 18.5% above the same week
in 1945. .

ELECTRIC PRODUCTION 6.4% HIGHER THAN A YEAR AGO.

" The amount of electrical energy distributed by the electric light §

and power industry for the week ‘ended Jan. 3, 1948 was 4,868,011,000
kwh., according to the Edison Electric Institute. This was an increase
of 38,432,000 kwh. when compared to the 4,829,579,000. kwh. produced
in the preceding week, and exceeded by 6.4% the.4,373,807,000 kwh.
turned out in the week ended Jan. 4, 1947. ¢

AUTOMOTIVE PRODUCTION FOR DECEMBER LARGEST.
SINCE WAR’S END 4

Estimated output of cars and trucks in the United States and
Canada the past week amounted to 74,092 units, “Ward’s Automotive
Reports,” states.  This compared with a revised. figure of 75,638
units in the preceding week. 3

Last week’s total comprised 52,987 cars and 18,225 trucks built
in the U. S. and 1,870 cars and 1,010 trucks in Canada. :

Production in December, 1947 according to 'preliminary

. computations by “Ward’s” amounted to 483,639 units and ex-

ceeded the previous postwar peak of 460,527 units reached in, -
October, last. :

The breakdown'for becember included 361,928 cars and 100,980
trucks made in the U. S. and 14,993 cars and 5,738 trucks in Canada.

- Production in 1947 totaled 5,048,780 cars and trucks in the
United States and Canada and was exceeded only by 1929, when'
5,621,045 units were made, and by 1941, when 5,108,992 were

- furned out. i r

BUSINESS FAILURES RESUME UPWARD TREND

Commercial and industrial failures rebounded in the week end-
ing Jan. 1 from the previous week’s sharp decline, Dun & Brad-
street, Inc., reports. Rising from 38 to 58, concerns failing were
almost twice as numerous as in the comparable week of 1947 when
30, occurred. Although higher than in the first week of any of the
years, 1944 through 1947, failures remained far below the prewar
level, claiming only one-fifth as many businesses as in the ¢or-
responding week of 1939.

the week just ended, numbering 52, compared with 34 a week ago,
and were two times as heavy as in the same week of last year. Of
the 52 larger failures occurring this week, 7 had losses exceeding

$100,000.  Small failures under $5,000 remained low, totaling 6, against

4 in the previous week and in the corresponding week a year ago.

'FOOD PRICE INDEX CONTINUES UPWARD, TREND |
-+.The continued rise in foodstuffs:lifted the Dun & Bradstreet |
wholesale food price index for.Dec. 30 to $7.24, a new peak. This |
was a sharp. rise above the $7.11 a week earlier,” The most recent |

index represented ‘an increase of 16.6% above the corresponding date
a year ago. when the index stood at $6.21.

'WHOLESALE COMMODITY INDEX RECEDES SLIGHTLY

The daily wholesale commodity price index, compiled by Dun

& Bradstreet, Inc., held within a fairly narrow range during the |
final week of 1947. The index figure for Dec. 30 registered 301.48,
-as compared with 302.30 a week ago, and with 243.35 on Dec. 31, 1946,

Holiday q,ul,lness prevailed in leading grain markets in the
week with price movements highly. irregular and largely reflect-
ing uncertainties hanging over the markets, i

Corn declined sharply at mid-week as the result of liquidation
of -long ‘accounts by pommjssio_n houses. Some of the losses were
regained in final dealings aided by good demand for the cash article
and continued small country offerings of the yellow cereal.” Trade

' for income tax purposes.

' displayed little inclination to expand their commitments.

‘ Failures involving liabilities of $5,000 or more predominated in |

in ‘wheat. declined and prices sagged under the influence of selling
Domestic. demand for flour showed usual
year-end slowness, with prices trending easier as bakers generally
Export
flour business showed some. improvement following issuance of Feb-
ruary allocations. : '

Demand for lard was relatively slow. Prices remained steady
despite recent marked strength in hogs. Hog receipts at the princi-
pal Western markets totaled 291,500 head for®the week, compared
with 247,300 for the corresponding 1946 period. :

.. Trading in spot cotton markets was less active last week, reflect-
ing the holiday season. Prices fluctuated in a narrow range and
the undertone was firm throughout the period. ’

. There was a moderate advance on the final day of the week,
stimulated by the belief that the mid-December parity would
show a rise and the expectation of increased European buying.

The higher parity was confirmed by the Department of Agri-
culture announcement that the Dec. 15 figure was 30.38 cents, or
50. points above the revised November parity of 29.88 cents. Some
slackening was reported in textile mill operations. Holiday dullness
characterized trading in cotton gray goods. Some mills were' said’
to be selling moderate yardages for fourth quarter delivery.

Although trading in. domestic wools in the Boston market re-
mained seasonally dull in the week ending Dec. 30, there was a fair
volume of business done to fill in needs for the near future. -Buyers.
displayed a keen interest for fine and half-blood staple wools. - Trad-
iang in foreign' wool markets was largely suspended due to the holi-

ays.

RETAIL AND WHOLESALE TRADE LOWER FOR WEEK
BUT ABOVE YEAR AGO

The large increase in the numper of clearance sales following
the Christmas holiday helped to attract consumers to the stores.
Retail volume in the past week was moderately below that of the
preceding week and slightly exceeded Ihat of the corresponding
week a year ago, according to Dun & Bradstreet, Inc, in its survey
of trade for the period ended Dec, 31, last. Generally, mark-downs
were neither as large nor as widespread as they were a year ago but
consumer response. was very favorable, .

The approach of New Year’s Day stimulated the demand for
food and grocery volume was steady and at the high level of the
previous week. The demand for liquor was steady at the level of
the preceding week but was moderately below that of a year ago.

Promotional and clearance sales of apparel induced consumers
to buy. Silk blouses and fancy dresses were popular with: some
increase in the demand for resort-wear evident. The prices of many:
types of Fall and Winter apparel were lowered but consumers were
especially eager to purchase reduced sportswear.’

While the dollar volume of housewares was well ahead of
that of a year ago, unit volume rose only slightly.

Good " quality china and glassware were eagerly sought and
demand for nationally advertised stoves, refrigerators and washing
machines remained very large. Automobile tires and accessories were
steadily purchased and sporting goods continued to sell well.

». 'Ehe wholesale centers were generally quiet following the Christ-
mas holiday with buyer attendance considerably below that ef pre-
vious weeks. Wholesale 'volume was somewhat below that of the
preceding week but slightly exceeded that of the corresponding
week a year ago. -Purchasing continued to center on current needs.

Department store sales on a country-wide basis, as taken from
the Federal Reserve Board’s index for the week ended Dec. 27, 1947,
increased by 27%* from the like veriod of last year. This com-
pared with an increase of 8% in the preceding week. For the four
weeks ended Dec. 27, 1947, sales increased by 11% and for the year
to date increased by 9%.

The effects of the heavy snow storm the past. week, a record
for New York City, followed by sleet storms, played havoc with
business in general and retail sales volume in particular. More
department stores showed sales declines than those reporting
increases for the period. e

According to the Federal Reserve Board’s index, department
store sales in New York City for the weekly period to Dee. 27, 1947
increased 15%* above the same period last year. This compared with
an increase of 7% (revised) in the preceding week. For the four
weeks ended Dec. 27, 1947, sales increased 7% and, for the year to
date rose by 9%. :

*The large increases shown for this week reflect in part the fact that in
1947 Christmas fell on Thursday and the week therefore “included three days
of heavy pre-Christmas shopping as compared . with two days last year when
Christmas ‘fell on Wednesday. ok : .

When you want to CIRCULARIZE the Inyestment
Firms in the United States and Canada, Remember Us!

We have a metal stencil in our malling 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 is revised daily and offers you the most
" up-to-the-minute service available. i '

Qﬁzj charge for addressing complete Mst (United
States or Canada) is $5.00 per thousand.

SPECIAL N. A, S. D. LIST (main 0ffices only) or
selected States or Cities $6.00. pex. thousand.

All addressing completed within 24 houts,

We can also supply the list on. gummed roll labels
at 3 small additional charge. i

4
Hersent D. SEIBERT & Co., ING.

25 Park Place REctor 2-9570 New York 7, N. Y. o
_——————— V
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and our mistakes will be of
greater consequence.

The man in the street is the
one who must realize that a
peaceful world depends on equal
trading opportunities for all; that
it depends to a large extent on
how quickly the United States
can put into effect measures guar-
anteeing a proper relationship be-
tween our exports and imports.
It must be accepted as though it
were “holy writ,” that we cannot
continue to sell more than we
buy and expect 'to escape the con-
sequences. We must expose the
ugly history -of unbalanced and

restricted trade; explain how it]

led .to a depression, to a second
world ‘war and how easily it can
dead to a third.
" How about the foreign trading
/policy of our government? ‘As a
nation” we' are. committed to the
development of free and -unre-
stricted trade. But this may die in
a. diplomatic pouch ‘unless' the
people of this country—the busi-
nessmen, the’ workers, from ‘all
walks of life—put teeth.into it by
backing ‘it up with some- cold
facts about exports and imports
instead of hearsay and a smatter-
ing of ignorance which:too long
has: deluded all of us as far.as
world. trade is: concerned.

How can: the people be told?
Not in-terms of -astronomical fig-
ures, these are for the economist
and the banker, Not by the rising
and falling of lines on charts and
graphs, these are:the sign lan-
guage of industry. People with
empty chairs beside their tables
'seldom have the patience to wait
while an explanation takes such
hurdles. They want a simple an-
‘swer, and it is our duty to explain

. to ithem simply that .in: selling

more ‘and buying less we are in-
cubating “the seeds of mistrust;
instigating a situation. whereby
peop!~ in other countries mis-
construe: our -motives.

Meaning of Imporis

Furthermore, we must impress
people that imports serve other
practical purposes. Imports mean
cigarettes, house paint,  spices,
cosmetics,: mica for electrical
equipment, tungsten for electric
lights, leather for. shoes.: There is
hardly. an article they use that
“does nbt depéhtl, to some extent,
upon imported materials.

" Withiout imports this country
could never have reached its pres-
ent industrial capacity. Our great
industrial plants would drone to
‘a standstill - without = imported
manganese, nickel, tin, asbestos,
chrome ore—imports- which also
make. it possible for us to sell our
cotton, locomotives, automobiles,
machinery and other products,

. We must preach facts and fig-
-ures to combat the reasoning of
those who ignore-imports and are
actually thinking in terms of re-
* ducing exports.  Before such ex-
perts finish wiping off their
celluloid collars let us agree with
the first fact they drag out of
their portfolios. Yes, it’s true that
we only export on an average of
about 7% of our national income.
.But before we frown at the:size
of this figure let us see how big
it really is. Our automobile in-

dustry sells only 7% of its output:

in Boston, Chicago, New York and
Washington, but if it dispensed
with these markets, it would be
unable to operate profitably on a
mass production basis.
The idea of free and unre-
stricted trade is not a myth. Every
day Americans are given a dem-
onstration of how. it works. As a
nation we have made a tremen-
dous success out of selling things
to each other and our economy is
based on the free and unrestricted
exchange of goods between states,
" between cities, between - towns

and between people. If we were
" a continent. composed of 48 na-
tions and if we attempted to fol-
low some of the principles which

’
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countries - use  in international
trading, there would come a time
when the people of Pittsburgh
were forced to use all the steel
they 'produced; the people - of
Akron all the rubber they manu-
factured; the people of Texas and
Oklahoma all the oil they drilled.
If such a situation existed in this
country we would be obliged ‘to
make the samerkind of decision
that the world must make today.
We must decide either to live as
a single trading unit, or else to

engage in periodic wars in order -

that the man in the industrial
state can secure food and the man|jnghouse methods and standard

in the agricultural
secure machinery.

Let's ,Clo'sei the Import Gap

ly, the dollars planted- abroad by
this' means will - not return di-
rectly to Westinghouse but they
will help export trade in general
and Westinghouse stands to bene-
fit the same as do other U. S.
manufacturers.

Another example of combining
idealism and realism is the way
Westinghouse is aiding countries
by selling them design and manu-
facturing = information, in other
words, industrial know-how. Un-

der specific arrangements, foreign |

manufacturers are ‘permitted to
make products according to West-

state can and to sell them.in certain desig-

nated areas abroad. In: this con-

According to figures recently | nection, Westinghouse is also as-
published by the Department of  sisting in the formation :of -new
Commerce, the annual rate of our | companies abroad such as Indus-

exports is now in the nature of
$16 'billion with -imports ‘tagging
along at less than $7 billion, Even
making all possible allowances,
there will-still remain a sum of
approximately $5 billion for
which we will receive no return.

. This is the gap we must close;
-this‘is the battle we must fight.

The Marshall Plan

You have heard a great deal
about the Marshall Plan.. This is
one of the remedies for world
rehabilitation currently being con-
sidered to supply needed credits
for the rebuilding of  shattered
2conomies. The plan_holds hope;
but its’ greatest hope lies in our
willingness:to accept some of ‘the
goods we have helped other coun-
tries produce in payment for these

credits and for our exports. What- :

ever plan is adopted, the Battle
of the Gap can only be won by
the removal of trade restrictions
and the international acceptance
of goods and services.

There are people in this coun-
try who believe that trade and
commerce, being based on profit
and advantage, are rather sordid
affairs which have no place in the
niche ‘reserved for idealism. and
the  advancement of = mankind.
Happily, there is no contradiction
between promoting the sale of
American products in the world
and the general -advancement of
the world. And there is a great
need for both idealism and real-
ism in the efforts being made to
raise economic levels abroad.

‘Westinghouse Iiiport Department

Proof that idealism and realism
can be combined toward this goal
is best expressed by two activi-
ties undertaken by Westinghouse.
Most: recent was-the creation of
an’ Import - Department. in 1944
which for Westinghouse, with its
heritage of research, engineering
and - manufacturing, involved a

| new way of thinking. In this new

role, Westinghouse has been act-
ing as the exclusive U.:S. Dis-
tributor for the products of for-
eign manufacturers. - Since this
enterprise is serving as a mecha-
nism by which dpllars can be
planted where they will do this
country the most good, no line has
been drawn as to the type of
products ' to be handled, except
where:.they . are . in..competition
with those products being manu-
factured by domestic customers of
Westinghouse, ‘Consequently, a
great’ variety .of 'articles have
found their way 'into the ware-
houses of the Import Department
—silverware from Peru, ‘Mexico,
Belgium 'and Denmark; tennis
court surfacing materials and bi-
cycles from England; sausage cas-
ings from Iran; alabster lamp
bases and leather articles from
Italy, and a host of other widely
assorted: items—a- strange galaxy
but the best that the world has
to offer in exchange for dollars
it needs so badly. This Import
Department puts Westinghouse
into foreign trade with both feet,

since . the export activities of
Westinghouse have been handled
for a quarter of a century by its
International Company. Natural-

0

tria Electrica .de Mexico and the

-Central' Manufacturing . Works. in

|
I
!

China. To such companies West-
inghouse . grants a .licensee
arrangement, furnishes technical
assistance regarding plant layout,
and also . specifies the type of
equipment needed for manufac-
turing operations. Additionally,
we train in our plants hundreds
of - students who will have key
positions.in. these new . industries:

Such instances of international
cooperation are of a nature com-

‘patible with the fact that people

in other countries are more anx-
ious to be partners than:'to be
receivers  of -charity; - that .they
want to ‘use their own hands‘and
create their own economies as did
the people of this country and,
despite popular thinking, they are
eminently qualified to do just
this, provided - they. have the
proper tools, .

One of the principle advantages
which we do have in this country
is the unbounded opportunity. of-
fered to us by a large home mar-
ket which makes it practical for
our minds to run free in devising
and putting into operation many
improvements in methods of
manufacturing and in the devel-
opment of basic materials. It is
this market which has kept our
techniques a step ahead of  the
rest of the world. . It isn’t that we
have all the’ brains.

We ‘in. the United States have
reached a point where we musl
act in accordance with the im-
portant part our country must
play in the world’s future. For

too long we have reserved the |

real  facts about international
trade for “experts” and’‘‘special
interests.” - But today, with many
countries engulfed in waves of
suspicion about each other’s mo-
tives, there is a great need for
universal understanding of trad-
ing problems:and for the ‘inter-
vention of economic. statesman-
ship as opposed to governmental
diplomacy,

People must realize that all the
commotion is being - caused by
Man—who ‘s eternally  seeking
the basic essentials of life and
who will get them' one way or
another. It is our job to see that
he. gets them peacefully. And we
can do this job best by closing
the gap between our exports and
imports. In this Battle of the Gap
let us find inspiration for ‘our
slogan “'in Britain’s * “Export. or
Die.” But let’s make ours read:
“Import or Else.”

With Herrick, Waddell & Co.
(Special to THE FINANCIAL CHRONICLE)
DAVID CITY, NEB.—Fred C.

Busing is with Herrick, Waddell

& Co.; Inc., of 55 Liberty Street,

New York City.

With Wm. C. Juen Co.

(Special‘to THE FINANCIAL CHRONICLE)

BELLEVILLE, ILL.—John T.
Murphy has been added to the
staff of William C. Juen & Co.,
9 Public Square.

be used to redeem $400 millions
of the certificate of indebtedness
maturing ‘on that date, held by
Federal Reserve Banks, Further-
more, it appears likely that “con-
siderable  amounts ' of - the latest
issue of Treasury bills will be
absorbed by the banks, resulting
'in a corresponding reduction in
Reserve Bank holdings and in the
excess reserves of member banks.

“The effects of recent purchases
of Treasury bonds and of earlier
transactions ‘in other ' types of
Treasury ' securities on Federal
Reserve holdings of Government
securities, classified by maturity;
are- shown in the accompanying
chart by weeks from the begin-
ning of July, 1947, through Dec.
24. As illustrated in: the chart,
Federal 'Reserve holdings of
Treasury : . obligations' . maturing!
within six'months' have declined
since early in July, and those
maturing in over. six ‘months to
a year have increased, as a result
of commercial bank shifts from
the .longer term certificates and
notés- into shorter term certifi-
cates, redemptions ‘of maturing
securities (chiefly  Treasury bills
and certificates), and sales of bills
and short certificates indirectly
to nonbank investors as well:as
banks having available funds-for
temporary investment, This tend-
ency -is obscured somewhat by
shifts of ‘securities from one ma-
turity group to another caused by
the passage of time. For example,
a large certificate issue entered

Traces Efiects of Lowered Govt. Bond. Prices

" (Continued from page 11)

the “within six months” category
early in. August, causing a sharp
rise .in- Federal Reserve holdings
of the -shortest’ maturity group
during  the week ended Aug. 6,
while holdings, of securities ma-
turing in over six months to one
year showed a corresponding re-
duction. ; )

The line for . securities with
final maturities extending beyond ~
five years began to rise toward
the middle of November, and
Federal Reserve Bank holdings of
such issues increased $600 million
between Nov. 12 and Dec. 17. Pur-
chases of longer term Treasury
securities ' were more than offset
by sales of the' shortest term
Treasury € securities outstanding
and by redemptions of maturing
issues, however,; so that Federal
Reserve holdings of. the latter fell = -
about $1 billion. In this period the
decline in the total Federal Re-~
serve portfolio was about $400
million. In the last two weeks of
the year, however, the volume of

Federal Reserve acquisitions of

Treasury bonds maturing in over
five years exceeded sales of short-"
est-dated issues by about  $900
million.. Treasury purchases of
longer term Government bonds
were also substantial in November-
and:in the first three weeks of
December, but such pufrchases in
effect represented the return of
tax and other Treasury receipts:
to the market and could not be
considered as adding to the money
supply.”

Federal Reserve System Holdings of Government
Securities by Maturity, 1947%..
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* Wednesday dates; latest ﬁgurés are for December 24,

Spring Term Courses
npening a‘ Ni_ Yl Inst.

Registration for the Spring Term
of the New York Institute of Fi-
nance, successor to the New York
Stock' Exchange : Institute, ‘has
begun. The Institute of Finance
specializes ~in stock brokerage
practice  and ‘investment analysis
courses; offered in the early eve-
ning and by correspondence.

Located at 20 Broad Street, its
instructors and the majority of its
students are drawn from the ranks
of professionals actively engaged
during ‘the working day in the
securities ‘business. = Enrollments
last term . totalled 1,000. -Mature
professionals attend courses:- in
Current Developments in Rail-
roads, Utilities, and Selected In-
dustries, Current Economic Devel-
opments Affecting Security Val-
ues, and Commodity Trading Prin-
ciples., Beginners are offered such
courses as Work of the Stock Ex-

nance, and Security = Analysis.

Every state has had representation

in ' the, correspondence - student
body.

P.-Caswell Exch. Member
CHICAGO, ILL.—The Executive
Committee of the Chieago Stock
Exchange  today announced .- the .
election “of Percy A. Caswell .to
membership. .. Mr. Caswell is a:
partner of Caswell & Co. which
maintains offices at 120 South
LaSalle Street. With his eléction,
Caswell & Co. becomes registered
as a member firm., e
The total number of partner-
ships and corporations: which are
now member . firms has reached
157, the highest in the history of
the Exchange. ¢ .

E. F. Hutton Admits .

E. F. Hutton & Co., members of
the New York Stock Exchange, 14
Wall Street, New York City, have
admitted “W. Allen' Taylor and
Frank E. Naley to partnership. Mr.

change and Brokerage Office Pro-
cedure, Accounting, Business Fi-

Taylor makes his headquarters. at
the firm Santa Monica office, - -
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~ Indications of Current Business Activity
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, in cases of quotations, are as of that date) :

AMERICAN IRON AND STEEL INSTITUTE:
Indrcated steel operations (percen apacit,
e (p t.of €apacity) e ___Jan. 11
‘ﬂteel ingots and castings produced (net tons) -—Jan, 11
AMERICAN | PETROLEUM lNSTlTﬁTE: ‘

Crude oil output—daily average (bbls.: of 42 gallon:

* Crude runs to stills—daily average (bbls.) g . e“h)“"_fgsg' 3;
Gasoline output. (bbls.) ek Dec. 27
Kerosine output (bbls.) : Dec. 27
Gas oil and distillate fuel oll. output (bbls,) Dec, 27
g.z;(:)mli{mzlt fuel oll output (hbls.)._. Dec, 27

CKS ab refineries, at bulk terminals, in transit and in pi e lings— -
Finished and unfinished gasoline ( ) LR
Kerosine (bbls,) at__ ‘” XI0% Lhbled a
Gas oil and distillate fuel oil (bbls.) at
Residual fuel ofl (bbls.) at,

Dec, 27
Dec. 27

ASSOCIATION OF AMERICAN RAILROADS:

Revenue freight loaded (number of cars)
Revenue freight rec’d from connections (number of cars)

Dec, 27

CIVIL  ENGINEERING - QONST NG NEW
RECOR, RUCTION, ENGINEERING. NEWS

. Total U. 8. construction
Private construction
Bublic construction
State and municipal
Federal

Jan
Jan,
Jan,”
Jan,
Jan,

"COAL QUTPUT (U. S. BUREAU OF MINES):
Bituminous coal and lignite (tons)
Pennsylvania -anthracite ‘(tons)

+ Beehive coke (tons)._-

Dec. 27
Dec. 27
Dec. 27

DEPARTMENT ‘STORE SALES INDEX—FEDE ;
- 'BYSTEM--1955-39 ‘AVERAGE—100 RAL RESERVE

EDISON ELECTRIC INSTITUTE:
Electric output (In 000 -kwh.)

FAILURES (C:)::}MERCIAL‘AND 'INDUSTRIAL)—DUN & ‘BRAD-

STREET,

Jan, 1

IRON AGE COMPQS!’I‘E PRICES:
Finished steel (per.1b.)
Pig iron (per gross ton)
:Bcrap steel (per gross- ton)

Dec. 30
Dec. 30
Dec. 30

METAL PRICES (E. & M. J, QUOTATIONS):
-Electrolytic copper—
Domestic - refinery at
Export refinery at.
Btraits tin (New York) at
Lead (New York). at.
Lead (St. Louis) at
. Zinc (East St. Louis) at

MOODY'S BOND PRICES DAILY AVERAGES:

: U, 8. Govt. Bonds
Average ' corporate
Aas

Aa
A

. Baa
Rallroad Group _.
Public Utilities Group
Industrials Group

‘MOODY’S BOND YIELD
U. 8.. Govt. Bonds
Average corporate
Aaa

A&
A

DAILY AVERAGES:

Jan,

Baa
Railroad Group

Public Utilities Group
Industrials Group

Jan,
Jan.
Jan.

MOODY’S COMMODITY INDEX

=

Jan,

NATIONAL FERTILIZER ASSOCIATION-—WHOLESAL -
ITY' INDEX BY GROUP—1935-39—100: e EOMan
Foods 2
Fats and oils
Fuén; products
otton
QGrains 33:'
- Livestock : “Jan,
Fuels : Jan,
Miscellaneous: :
‘Textiles
Metals
Building materials
Chemicals and drugs,
Fertilizer materials
Fertilizers.
. Farm machi
«_;1--All groups bined

Jan.
Jan,
_.Jan,

ities

WWWWWWRWWWWW W WWW

Jan,

'NATIONAL PAPERBOARD . ASSOCIATION:
: Orders received (tons)
- Produetion .(tons) __:
+11 Percentageof. activity
-1 Unfilled. orders- (tons) at.

Dec. 27
Dec. 27
Dec. 27
Dec, 27

OIL; PAINT AND DRUG REPORTER PRICE
¢ "1 INDEX-—1926-3G . AVERAGE=100.

-Jan, 2

WHOLESALE PRICES—U. S, DEPT, LABOR—1926=100;

All commodities

Dec.
 Farm: ‘products ec. 27
ods:

Dec. 27
Dec. 27
Dec. 27
Dec. 27
Dec. 27
Dec. 27
Dec. 27
Dec. 27
Dec. 27
Dec. 27

+ Hides:and leather products_._._.
-‘Textile products
Fuel and.lighting materials,
Metal and metal products.
Building' materials.
Chemicals. and allied products.
Housefurnishings goods
Miscellaneous dities.

Special groups—
Raw materiais
Bemi-manufactured articles

<+Manafactured ‘products.

. All commodities other than farm products..___________
All commodities other than farm products and foods....
*Revised figure, :

Dec. 27
Dec. 27
Dec. 27
--<-Dec. 27

-Dec. 27

gitized for FRASER
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Dec. 27
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Latest
Week

97.9
1,708,600

5,285,440
5,543,000
17,013,000
2,334,000
7,041,000
9,698,000

91,269,000
16,393,000
50,324,000

51,896,000

599,357
641,578

$54,364,000

26,057,000
28,307,000
23,611,000

4,696,000

8,340,000
146,000
103,500

357
4,868,011

58

3.18925¢
$38.39
$40.00

21.200¢
21.435¢
*.-94.000¢
15.000¢
14.800c
10.500¢

100.73
110.52
115.82
114.08
109.60
103.30
104.66
112.27
©114.85

DLWWWNPWR
00t i ba 10 Bo b b
mRgQOooUG e

242.1
280.0
278.6
341.9
305.3
269.1
213.0
179.9
220.6
" 160.8
236.3
156.4
137.5
141.8
134.5
224.8

+. 114,444

126,659
. 71
406,738

Previous
Week

96.4
1,686,900

5,284,489
5,246,000
16,006,000
2,291,000
6,520,000
8,643,000

87,056,000
16,866,000
51,502,000
52,113,000

832,130
722,498

i

S

$63,608,000
36,231,000
27,377,000
18,837,000
8,540,000

*13,180,000
1,218,000
142,800

2576

4,829,579
.38

3.18925¢
$37.39
$39.75

21,200¢
21.425¢
94.000¢
15.000¢
14.800c.,
10.500¢.

100.69
109.97
114.85
113.50
108.88
102.96
104.31
112.00
113.70

B &0 L0 L0 13 B LA 1D
R R CECR Ry
NRWAWE G

157,585
183,641
00

1
416,851
149.9

162.5
196.9
178.2
204.4
146.9
126.2
151.6
189.1
1329
135.3
120.5

183.4
156.9
154.4
1549

Month
Ago
9.7

1,710,000

© 5,257,250
5,309,000
16,667,000
2,324,000
6,382,000
8,405,000

86,319,000
20,619,000
61,988,000
56,747,000

792,339
706,018

$214,014,000
137,329,000
76,685,000
55,800,000
20,825,000

11,970,000
1,057,000
126,300

367

5,217,950

60

3.18925¢
$37.06
$40.25

21.200c
21.425¢
80.000c
15.000¢
» 14.800¢
10.500¢

101.84
111.07
116.02
114,27
110.70
104.14
106.04
112.93
114.66

DO L 000w
- OO Wk G- e

»
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o
@

2217.4
282.0
272.9
333.2
3109
258.9
198.2
178.9
224.6
159.3:
236.4
157.1
136.8
140.6
129.3
£ 219.1

171,580
170,175

i 93
420,456
150.7

159.8
190.3
178.3
203.3
1447
119.1
151.3
187.2
138.0
134.8
118.7

1779
157.1
152.5
153.1
142.6

Year
Ago
+90.3

1,580,900

4,713,200
4,932,000
15,556,000
2,113,000
6,000,000
8,147,000

91,851,000
17,338,000
60,304,000
52,922,000

627,967
620,984

© $61,908,000
32,200,000
29,708,000

24,124,000 1~ -

5,584,000

9,508,000
818,000
111,500

<281

4,573,807

30

2.83599¢
$30.14
$31.17

19.275¢
19.675¢
70.000c
12.550¢
12.350¢
10.500¢c

104.15
117.00
121.25
119.61
117.00
110.34
112.75
117.80
120.22

BN RPN
DIOHHXDUD RN
BN TONOO N

217.2
277.3
229.6
314.3
198.1
228.6
157.6
154.4
215.0
141.3
215.0
153.1
124.8
129.7
120.8
191.3

99,555 |

109,210
66
.. 532,773,

150.5

139.6
167.7

- 1591
T171.3
133.3
97.0
133.9
154.6
126.1
120.5
107.7

154-2
135.0
134.5
133.5
123.9

Latest
; . Month
BUSINESS FAILURES—DUN & BRADSTREET,
INC.—Month of November:
Manufacturing number
Wholesale number
Retail number
. Construction number
Commercial service number.
Total number

Previous
Month

Manufacturing liabilities .
: Wholeesale liabilities ...
Retail liabilities
Construction liabilities
Commercial service liabilities

$12,574,000
1,198,000
1,531,000
537,000
505,000

$13,337,000

2,321,000 . .

2,289,000
2,301,000
1,074,000

$8,492,000
000

3,202,000

Total liabilities

CIVIL ENGINEERING CONSTRUCTION — EN-
GINEERING NEWS RECORYD — Month  of
December: G
Total U. S. Construction
Private Construction

$16,345,000

State’* and Municipal
‘Federal >

EMPLOYMENT AND PAYROLL-— U. §, DEPT,
‘ _OF LABOR — Month of October:
., 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 ..
Non-durable ‘goods ..
Estimated number of employees in manufac-
turing industries—
All" manufacturing ...
Durable - goods ...
Non-durable.  goods -

GRAY IRON CASTINGS .(DEPT. OF . COM-
MERCE) Month of October:
Shipments - (short tons)._.. 11,154,192
For sale (short tons)... DO e 654,426
© For producers’ own use (short tons)...... 499,766
Unfilled - orders 'for sale at. end of month 5
(short tons) k 2,668,781
LIFE INSURANCE — BENEFIT PAYMENTS TO " °
POLICYHOLDERS — INSTITUTE OF LIFE
INSURANCE—Month of October: b
Death benefits :
Matured endowments
Disability payments
Annuity payments
Surrender values
Policy* dividends

" 144,347,000-

12,854,000
6,528,000
6,326,000

15,832,000
7,938,000
7,894,000

$112,523,000
36,261,000
7,609,000
18,024,000
34,205,000
38,527,000

$21,332,000 $12,511,000

204,100,000

*12,829,000
#6,477,000
6,352,000

#156.6
*179.4
138.7

2336.9
2372.2
3024

$503,384,000 $474,357,000 $352,855,000
272,367,000 224,385,000 246,307,000
231,017,000 249,972,000 106,548,008
96,332,000 ..
86,670,000 45,872,000 10,216,000

12,253,008
6,281,008
5,972,004

149.6
< 113.08
1304

2924
328.%
258.9

*15,798,000 15,064,000

17,881,000
7,917,000

1,025,089
590,702
434,387

2,679,858

7,623,004
7,441,009

. 1,077,838
626,273
451,56%

2,952,708

$108,179,000 $111,755,000

7,269,000
17,795,000
30,640,000
42,364,000

35,899,00

7,996,000
17,721,000
26,172,000
36,232,000

Total
MAGNESIUM WROUGHT .PRODUCTS -(DEPT.
OF COMMERCE)—Month of ' October:
Shipments  (in ‘pounds) - "

METAL OUTPUT (BUREAU OF MINES)—Month
of October: :
Mine production of recoverable metals in the
U.s

$247,149,000

299,000

Copper (in short tons)
Gold (in fine ounces) -
Lead (in short tons) .
Silver (in fine ounces)
Zinc (in short tons)
*Revised- figure. {Monthly average in year 1946.

NEW "BUSINESS INCORPORATIONS — DUN" ‘& -
BRADSTREET, INC.—Month ‘of ‘November..

PORTLAND. CEMENT (BUREAU OF MINES)—
Month of September: ;

Production  (bbls.)
Shipments from mills (bbls.)-—Z___:_ .-
Stocks (at end of month) (bbls.)_-..
Capacity used

PRICES RECEIVED BY FARMERS — INDEX -
* NUMBER—U. S. DEPT, OF AGRICULTURE
August, 1909-July, 1914=100—As of Dec. 15:
Unadjusted—
All farm preducts
Crops
Food grain
Feed grain and hay

17,319,000
19,840,000
7,921,000
88%

Truck crops
Oil-bearing crops ..
- Livestock and products

Poultry and eggs '
Seasonally adjusted—
Fruit
Truck crops -
Dairy ‘products
Poultry and -eggs.

RR. EARNINGS—CLASS I 'ROADS ' (ASSOC, 915
AMER. RRS.)—Month of October: !

Number of miles represented ..

Total operating .revenues.

Total operating expenses.
Operating ratio—per  cent.

Taxes : ’ ;

Net railway operating income before charges.

Net -income after charges (€st.) ... . .

RAILROAD SELECTED INCOME "ITEMS OF
..U, 8, CLASS I RYS, (Interstate Commerce
Commission)—Month of September:
Net railway operating income
Other ineome ...
Total income
Miscellaneous deductions frem income
Income available for fixed charges.
Income after fixed charges.
Contingent charges
Net income =
Depreciation (way & structures. & equip.)_- -
Amortization of defense projects -
Federal income {axes . ....... o e

227,414
$794,165,231
611,871,599
77.05
$89,450,106
76,433,466
48,000,000

$47,968,461
14,158,696
62,127,157
3,204,298
58,832,859
23,053,739
2,906,783
20,146,956
29,486,338
1,336,568
20,381,450

Dividend appropriations:
* On common stock ___
On. preferred stock ____
. Ratio of income to fixed charges.

9,676,324
1,189,238
1.6

$236,414,000 $235,775,009

247,000

270,470
©194,263
#30,000

- #2,7617,891
*47,126

9,609

117,480,000
20,365,000
10,452,000

86%

27,209

715,000

150,196
1125,296.
127,708
11,814,85%
. 47,149

1:
,8,48%

16,450,008

17,153,000
8,612,000
83%

(227,414

2!
$726,549,842 $710,020,099

588,591,231

558,433,909
78.68

81.01
$75,939,347 $53,156,191

47,979,446
21,150,000

$80,824,826
14,228,841
95,053,667
3,445,697
91,607,970
55,083,092
3,739,746
51,343,346
29,578,939
1,354,223
30,738,444,

17,280,446
4,318,989
2,51

85,255,053
58,000,008

$67,538,703

42,535,502
2,496,005
40,039,497
28,441,182
1,139,580
5,798,420

15,161,928
399,184
2.1
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‘Truman Urges Higher Taxes on Business

(Continued from first page)
whgch divide us but upon those
which bind us together—the en-
during principles of our American
system, and our common aspira-
tions for the future welfare and
security of the people of the
United States.

The United States has beconre
great because we, as a people,
have been able to work together
for great objectives even while
differing about details.

The . elements of our strength
are many. They include our dem-
ocratic government, our economic
system, our great natural re-
sources. But these are only par-
tial explanations.

The basic source of our strength
is spiritual. For we are a people
* with a faith.  We believe in the
dignity of man. We believe that
he was created in the image of the
Father of us all,

We do not believe that men ex-
ist merely to strengthen'the State
or to be cogs in an economic ma-
chine, We do believe that gov-
ernments are created to serve the
people and that economic systems
exist to minister to their wants,
We have a profound devotion to
the welfare and rights of the in-
dividual as a human being.

The faith of our people has par-
ticular meaning at this time in
history because of the unsettled
and changing state of the world.

The victims of war in many
lands are striving to rebuild fheir
lives and are 'seeking assurance
that the tragedy of war will not
occur again. Throughout the
world. new ideas are challenging
the old. Men of all nations are re-
examining the beliefs by which
they live. Great scientific and in-
dustrial changes have released
new forces which will affect the
.future course of civilization.

The state of our Union reflects
the changing nature of- the ' mod-~
ern world. = On all sides there is
heartening evidence of great en-
ergy—of capacity for economic
development— and even more im-
portant, capacity < for spiritual
growth.  But accompanying this
great activity there are. equally
great questions—great anxieties—
great aspirations. They represent
the concern  of an enlightened
people that conditions should be
so arranged as to make life more

worth while,

Basis for True Freedom and
Opportunity

- We must devote ourselves .to
finding answers to these anxieties
and aspirations. We seek answers
which will embody the moral and
spiritual elements of tolerance,
unselfishness and brotherhood
upon which true freedom and-op-
portunity most rest. .

As we examine the state of our
Union today, we can benefit from
viewing it on a basis of the ac-
complishments of the last decade
and our goals for the next. How
far have we come during the last
10 years and how far can wé go
.during the next 10? .

-1t was 10 years ago ‘that the-de-
“termination of dictators to wage
war upon mankind became appar-
ent., The .years that followed
brought untold death and destruc-
tion. i
.. We shared in the human suf-
fering .of the war, but we were
fortunate: enough to -escape most
-of war’s destruction. We_ were
able through these 10 years to ex~
pand the productive strength of
~our farms and factories.

"More. important, however, is the
fact’ that these years brought -us
new courage and new confidence
in the ideals of our. 'free democ-
racy. Our deep beliéf in freedom
.and justice was reinforced in the

-crucible of war.. ;o
“On the foundations of our
greatly strengthened economy and
our renewed confidence in demo-

cratic values, we can continue to
move forward,

Must Plan for Future

There are some who look with
fear and distrust upon planning
{or the future, Yet our great na-
.ional achievements have been at-
tained by those with vision. Our
union was formed, our- frontiers,
were pushed back, and our great
industries were built by men who
looked ahead.

I propose that we look ahead to-
day toward those goals for the fu-
ture which have the greatest
bearing upon the foundations of
our democracy and the happiness
of our people.

I do so, confident in the thought
that with -clear objectives and
with firm determination, we can,
in the next 10 years, build upon
the accomplishments of the past
decade to achieve a glorious fu-
ture. Year by year, beginning
now, we must make a substantial
part of this progress.

Our. first goal is to secure fully
the essential human rights of our
citizens.

The United States has always
had a deep concern for human
rights. Religious . freedom, free
speech and freedom of thought are
cherished realities in our land.
Any denial of human rights is a
denial of the basic beliefs of de-
mocracy and of our regard for the
worth of each individual.

Today, however, some. of our
citizens are still denied equal op-
portunity for education, for jobs
and economic advancement, and
for the expression of their views
at the polls. Most serious of all,
some are denied equal .protection
under our laws. Whether discrim-
ination is based on race, or creed,
or color, or land of origin, it is
utterly contrary to American
ideals of democracy. - S
- 'The recent report cf the Presi-
dent’s Committee on Civil Rights
points the way to corrective ac-
tion by the Federal Government
and by State and local govern-
ments. Because of the need for
effective Federal action, I shall
send a special message to the Con-
gress on this important subject.

We should also consider our ob-
ligation to assure the fullest pos-
sible measure of civil rights to the
people of our territories and pos-
sessions. I believe that the time
has come for Alaska and Hawaii
to be admitted to the Union as
States. ; )

Our second goal is to protect
and develop our human resources;

The safeguarding of the rights
of our citizens must be accom-
panied by an equal regard for
their opportunities for develop-
ment and their protection from
economic ‘insecurity. In this na-
tion the ideals of freedom and
equality can be given specific,
meaning in terms of health, edu-
cation, social security and hous-
ing.

Wants. Expanded Social Security

Over the past 12 years we have
erected a.sound framework of
social security legislation. Many
millions”“of our citizens are now
protected against the loss. of in=
come which can come with unem-
ployment, old age, or the death of

wage-earners. Yet our'system has
gaps and inconsistencies; it is only
half finished.

We should now extend unem-
ployment compehsation, old age
benefits, and survivors’ benefits to
millions who are not now- pro-
tected. We should also raise the
level of benefits.

Health Program
The greatest gap in our social
security structure is the lack of
adequate provision for the na-
tion’s health. We are rightly
proud of the high standards of

medical care we know how to pro-

‘vide in ‘the United States.  The
fact is, however, that most of our
)eople cannot afford to pay for
the care they need.

1 have often and strongly urged
that this condition demands a na-
tional health program. The heart
of the program must be a national
system of payment -for medical
care based on well-tried insurance
principles. This great nation can-
not afford to allow its citizens to
suffer needlessly from the lack of
proper medical care. "

Our ultimate aim must be a
comprehensive insurance system
to protect all our people equally
against insecurity and ill-health.

Another fundamental aim of our
democracy is to provide an ade-
quate education. for every person.

Our educational systems face a
financial crisis.. ‘It is deplorable
that in a nation as rich as ours
there are millions of children who
do not have adequate schoolhouses
or enough teachers for a good ele-
mentary or secondary- education.
If there are educational . inade-
quacies in any state, the whole na-
tion suffers. The Federal Govern-
ment has a responsibility for pro-
viding financial aid to meet this
crisis.

In addition, we must make pos-
sible greater equality of ‘oppor-
tunity to all our citizens for an
education. Only by so doing can
we insure that our citizens will be
capable, of understanding and
sharing the responsibilities of de-
mocracy.

The Government’s programs for
health, education and security are
of such great importance to our
democracy that we should now
establish an executive department
for their administration.

More Homes. Needed

Health and education have their
beginning in the home. No matter
what our hospitals or schools are
like. the youth of our nation are
handicapped when millions. of
them live in city slums and coun-
try shacks. Within the next decade
we must see that every American
family has a decent home. As an
immediate step. we need the long-
range housing program which I
have recommended on many occa-
sions. This should include finan-
cial aids designed to yield more
housing at lower prices. It should
provide public housing for low-
income families, and vigorous de-
velopment of mnew technics to
lower the cost of building.

Until we can overcome the pres-
ent drastic housing shortage, we
must extend and strengthen rent
control.

We have had, and shall continue
to have a special interest in the
welfare of our veterans. Over
14,000,000 men and women who
cerved in the armed forces in
World War II have now returned
to civilian life. Over 2,000,000
veterans are being helped through
school. Millions have been aided
while finding ‘jobs, and have been
helped in buying homes, in ob-
taining medical care and in ad-
justing themselves to physical
handicaps. -

All but a very few veterans have
successfully made the transition
from military life to their home
communities. The success of our

veterans’ program is proved by

the eagerness shown by our vet-
erans to become self-reliant and
self-supporting citizens.

Natural Resources to Be

4 " Conserved :
Our third goal is to conserve
and use our natural resources -so
that they can contribute most ef-
fectively to the welfare of our

people. ‘ ‘

The resources given by nature
to-this country are rich and ex-

tensive. The material foundations

this fact.. This nation’is proud of

of our growth and economic de-
velopment.are the bounty of our
fields, the wealth of .our mines
and forests, and the energy of our

| waters. . As a nation, we:are com-

ing to appreciate more each day
the close relationship between the
conservation - of these resources
and the preservation of our na-
tional strength.

Yet we are doing far less than
we know how to do to make use
of our resources without destroy-
ing them.  Both the public and

private use of these resources must |

have. the. primary objective of
maintaining and increasing these
basic supports for an expanding
future.

We must continue to take spe-
citfic steps toward this goal. We
must vigorously defend our nat-
ural wealth against those who
would misuse it for selfish gain.

We need accurate and. compre~
hensive knowledge. of our mineral
resources and must intensify our
efforts to develop new supplies
and to acquire stockpiles of scarce

‘materials.

We need to protect and restore
our. land — public and private —
through combating erosion  and
rebuilding the fertility of the soil.

We must expand our reclama-
tion program to bring -millions of
acres of arid land into production,
and to improve water :supplies. for
additional millions of acres. This
will provide new opportunities for
veterans and ' others. particularly
in the West, and aid in providing
a rising -living standard for a
growing population.

We must protect and restore our
forests by sustained-yield forestry
and by planting new trees in areas
now slashed and barren.

We must continue to erect mul-
tinle-purpose - dams on our grea‘
rivers—not only to reclaim ‘land
but also to prevent floods, to ex-
tend our inland waterways.and
to provide -hydro-electric: power.
This public: power must not be
monopolized - for private gain
Cnly through = well-establishec
policies of transmitting power di-
rectly to its market and thus en-
couraging wide-spread use at low
rates can the Federal Govern-
ment assure the people of -thei
full share of its benefits. Addi-
tional power—public and private
—is needed to raise the ceilings
now imposed by rower shortages
on industrial and agricultural de-
velopment.

We should achieve the wise use
of resources through the inte-
grated development of our great
river basins. We can learn much

| from our Tennessee Vallev ex-

perience, We should no longer
delay in applying the lessons of
that vast undertaking to our othex
great river basins. ;

Seeks Higher Living Standards

Our fourth goal is to lift the
standard of living for all our peo-
ple by strengthening our eco-
nomic system and sharing more
broadly among our people the
goods we produce,

The amazing economic progress
of the past ten years points the
way for the next ten.

Today 14,000,000 more people
have jobs than"in 1938. 4

Our yearly output of goods and
services has increased by two-
thirds.

The average income of our peo-
ple; measured in-dollars-of equal
purchasing  power, has increased
—after taxes—by more than 50%.

.In ‘no other ten. years have
farmers, businessmen -and wage
earners made such great gains.

We may not be able to expand
as rapidly in the next decade as
:n the last, because we are now
starting ‘from full employment
and very high production. But we
can increase our.annual output by
at least one-third above the pres-
ent level. We can lift our standard

| of living to nearly double what it

was ten years ago.
If we distribute -these gains

properly, we can "go far toward

stamping out poverty in our gen-

-eration. *

To.do this, agriculture, business
and. labor must move forwara to-
gether. oz % L

Permanent farm prosperily and
agricultural abundance w.ll be
achieved only as our whole econ- |
omy grows and prospers. ‘The
farmer can sell more food at good
prices when the incomes of wage

earners. are high and when there "

is full employment. ' Adequate
diets for every American family,
and the reeds of our industries
at full production, will absorb a
farm output well ‘above our pres-
ent levels. ; ;

Although the average farmer
is now better off than ever before,
farm families' as a whole have
only begun to catch up with the
standards of living enjoyed in the
cities. In 1946 the average income
of farm people was $779, con-
trasted with: an average ‘income
of $1,288 . for non-farm -people.
Within  the next decade, we should
eliminate eleigents: of inequality
in these living standards.

Price Supports for Farm Products

To this end our farm prograrh
should enable the farmer to mar-
ket his varied crops at fair price
levels and to improve his stand-
ard of living, t

We need to continue price sup-
ports for major farm commodities:
on a basis which will afford rea-
sonable protection against fluc-
tuations' in the levels of produc-
tion ‘and - demand." ‘'The present
price -support’ program musf be
re-examined and modernized.: ::

Crop insurance .should be
strengthened -and its benefits ex-
tended in order to protect’ the
farmer against the special hazards
to-which he is subject. :

We also need to -improve: the
means for getting farm products
into the markets ‘and.into- the
hands of consumers. Co-opera-
tives which directly. or indirectly
serve this purpose must be en-
couraged-—not discouraged.  'The - |
school lunch program- should ‘be : |
continued' and - adequately . fi-
nanced,

We need to go forward with the
rural electrification program -to
bring the benefits of electric.ty to
all our farm population, -

We can, and must, aid and en-
courage farmers-to conserve their
soil resources and restore the .fer-
tility of land that has suffered
from neglect or unwise use;

All of these are practical meas-
ures upon which we should act
immediately to enable agriculture
to make its full .contribution to
our prosperity, iy

More Industrial Capacity

We must also- strengthen “our
economic system within the next
decade by enlarging our. indus-
trial capacity within the frame-
work of our free enterprise sys-
tem. }

We are today far short of ‘the
industrial capacity we need for a
growing future. At least $50,000,-
000,000 should be invested by in-
dustry to improve and expand our
productive facilities over the next
few years. But this is only the
beginning. The industrial .appli-
cation of atomic energy and other
scientific advances will constant-
ly open up fyrther opportunities
for expansion. Farm prosperity
and high employment will call for -
an immensely -increased 'output
of goods and services.’ -

Growth and vitality - in" our .
economy. depend on:vigorous pri-
vate enterprise. ‘Free competition
is the key to industrial develop-
ment, full production and employ-
ment, fair prices and an ever im-
proving standard of living. Com-
petition is seriously limited today
in many industries by the con-
centration of economic power and
other elements of monopoly.. The
appropriation of sufficient funds
to permit proper enforcement of
the present anti-trust laws is es-

sential. Beyond. that we should

igitized for FRASER
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gb on to strengthen our legisla-
tion ‘to protect competition. '

Well Being of Wage Earners

Another basic - element .of a
strong economic - system is .the
well-being of wage earners.

. We have learned that the well-
being of workers depends on high
production and’ consequent high
employment. - We have learned
equally well that the welfare -of
industry and agriculture depends
on high incomes for our workers,
- The Government has wisely
chosen to set a floor under wages.
But our 40-cent minimum wage is
inadequate and obsolete. I recom-
mend lifting the minimum wage
to 75 cents an hour.

¢ In. general, however, we must
continue to rely on our sound sys-
tem- of collective bargaining to set
wage scales. Workers’ " incomes
should iné¢rease at a rate consist-
ent with the maintenance of sound
price, profit and wage “relation-
ships and with increasing produc-+
tivity,

" The Government’s part 'inla-
bor-management relations- is now
largely controlled by the terms of
the' labor-management relations
act of 1947. I made my: attitude
clear on this act in-my veto. mes<

sage to the Congress: last:June:

Nothing has occurred - since to
change my- opinion of thislaw,
As: long as it remains the.law of
the land, however, I shall carry
out my constitutional duty to ad-
minister it. o "
As we look ahead we can-un-
derstand. the crucial jmportance
“of restraint and wisdom .in.arriv=
_ipg . at new labor-management
contracts.. Work: stoppages would
result in a loss of production—a
loss which - could: bring higher
prices for our citizens and could
also_deny the necessities of life to
- the hard-pressed peoples.of other
lands: It is my sincere hope' that
the representatives of labor and

of industry will bear in'mind that |:

the  nation as‘a whole has a vital
stake in the success of their bar-
gaining efforts. . )
' If we surmount our current eco-
nomic - difficulties' we can -move
ahead to a great increase in:our
national income which will enable
all our people to enjoy richer and
fuller lives.
. All of us must advance together.
One-fifth of our families now have
dverage annual incomes of ‘less
than $850. We must see that our
gains in national income are made
more largely - available to those
with low incomes, whose need is
greatest. This will benefit us all
through providing a stable foun-
- "dation of buying power to main-
tain prosperity. ) ’
' Business, labor, agriculture and
government, = working together,
must develop the policies which
will make possiblée the realization
of the full benefits of our "eco-
nomic system. .

! Problem of World Peace

Our fifth goal is to achieve
world "peace ‘based on principles
of freedom -and justice and the
equality of .all nations:

Twice within our generation,
world wars have ‘taught us that
we cannot isolate ourselves from
the rest of the.world: O
. We have learned that:the los
-.of freedom 'in any -area .of the

. . world means'a loss of freedom to
;ourselves—that the loss. of inde-~
pendence by any nation adds di-
rectly To  the insecurity ' of the
United States and all free nations,

We have legrned that a healthy
world economy i$ essential to world
peace—that economic distress  is
a disease whose evil effects soread
far ‘beyond the boundaries: of. the
afflicted nation.

For these reasons the United

States is vigorously following pol-.
icies designed to achieve a peace-
ful and prosperous world.
" We are giving, and: will. con-
tinue: to: give, -our full support to
the United Nations. While that

.organization has encountered un-
foreseen and unwelcome difficul-
ties, I am confident of jts ultimate

e.forts toward world economic're-

‘| covery and.the revival of . world:

trade. These actions are closely

We believe that 'the+'United
States .can be an effective force
for world peace only if it is strong.
We look forward to the day when
nations will decrease their arma-
ments. Yet so. long as there re-
mains' serious opposition. to-the
ideals  of a. peaceful world, we
must maintain’ strong. armed
forces. . ‘ :

Favors. Conscription

The passage cf the National Se-
curity Act by the Congress at its
last session was a notable step in
providing for the security of this
country. A further step which I
consider of even greater impor-
tance' is the early provision for
universal -training. ‘There _are
many elements in a balanced na-
tional security program, all inter-
related and necessary; but univer-
<al training should be the founda-
tion for them all. A favorable de-
cision by-the Congress at an early
dale ‘is of world importance. I am
convinced that such action ig vital
to the security -of this nation:and
to' the maintenance’ of its leader-
‘ship. .. b ‘

The United States is engagéd to-
day‘in many international aetivi=
ties directed toward'the ecreation
of lasting peaceful Trelationships
among nations, 0 o

We have been giving substantial
aid to Greece and Turkey to assist
these' nations in preserving their
integrity against foreign pressures.
‘Had it not been for our aid, their
situation.  today  might ~well' be
radically different. The continued
integrity of - those countries will
-have o powerful effect upon: other
|nations  in- the Middle East and
Europestruggling to maintain their
independence while ‘they repair
the damages: of war.

The' United States has special
respon=ibilities with respect to the

pation forces: Germany.. Austria,
Japan and Korea. Our efforts to
reach- agreements on. peace settle-
ments for these countries: have so
far' been blocked. But we shall
continue to exert our. utmost ef-
forts to obtain satisfactory settle-
ments for each of these nations.
Many  thousands -of displaced
persons, still living in camps over-
seas, should be allowed entry_into
the United, States. I again urge
the Congress to pass suitable legis-
lation at once so that this nation
may do its share in caring for
homeless and suffering refugees of
all faiths.- I believe that the ad-:
mission of these persons will add
to the strength and energy of this
nation. .
We are moving toward our goal
of world peace in many ways. But
the most important efforts which
We are now making are those
which support world economic re-
construction, We. are seeking to
restore the world trading systeém
which was shattered by the war
and to remedy the economic pa-
ralysis which grips many coun-
tries. AT g R :
_To restore world trade we have
recently "taken the lead in bring-

1ing- about the- greatest reduction

of world tariffs that has ever oc-
curred. The extension of the pro-
visiors of ''the' reciprocal - trade
igreements act,. which ‘made" this
schievement “ possible, is -of -ex-
treme importance.. We must also
go on to support the international
tradé organization, through which
we -hope to obtain worldwide
agreement on a code of fair con~
duct in international trade.

Europe Recovery Program
Our present major effort toward
economic reconstruction is to sup-
portthe program for recovery de-
veloped by the countries of -Eu-
rope. In my recent message to the
Congress, I outlined the reasons

success, We are also devoting our ,why it is wise and necessary for
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related and mutually supporting.|

coun'ries in° which we have occu-|

the .United States to extend this
support. ¢

I want to reaffirm my belief in
the-soundness and promise of this
proposal:-“*When the ' European
economy is strengthened, the prod-
uct of its industry will be of ben-
efit. to many other areas of eco-
nomic distress. The ability of free
men to overcome hunger and de-
spair will be a moral stimulus to
the entire world.

We intend. to work also with

economic recovery, We shall con-
tinue our co-operation with the
nations -of the Western Hemi-
sphere: A special program of as-
sistance. to China, to provide
urgent relief needs and to speed
reconstruction, will be submitted
to the Congress, -

Unfortunately, not all govern-
ments share the hope”of the peo-
ple qf the United States that eco--
nomic reconstruction’ in many
areas.of.the world can be achieved
through co-operative effort among
nations. 'In spite of these differ-
ences :‘we will go forward with
our efforts {0 oversome economic
paralysis; -.::
¢« :No*" nation by itself can carry
these- programs: {o success; they
depend-upon the co-operative and
honest. efforts-of all participating
countries.” Yet the leadership  is
inevitably ours,

I consider if of the highest im~
portan_ce that the Congress should
authorize support for the European
recovery program for.the period
from" April 1, 1948. to June 30
1952, with an initial amount for
the first fifteen. months of $6,800,~
000,000. - ¥ urge’ the “Congress to
act_ promptly on this vital meas-
ure of our foreign policy—on the
decisive ‘contribution to world
peace.

We are following a sound, con-
struct_lve and- practical course in
carrying out.our determination to
achieve peace, o

We are fighting poverty, hunger
and suffering.

This leads to peace—not war.

We are building toward a world
where all nations, large and small
-alike, may live free from the fear
of aggression.- . : :

This leads to peace—not war.

Above 3ll else, we are striving
to achieve a concord among the
neoplgs of. the world based upon
the ‘dignity-of the individual and
the brotherhood of man.

This leads to peace—not war.

We can go forward with. confi-
dence that we are following sound
policies, - both ‘at. home and with
other mations, which will lead us
toward our great goals for eco-
nomic; social and moral achieve-
ment. :

Inflation, Major Problem °

As we enter the new yeaf, we
must surmount one major prob-
lem which  affects all our goals.
That is the problem of inflation.

Already inflation in this coun-
try is undermining the - living
standards of millions of families.
Food. costs too much. Housing
has reached fantastic price levels.
Schools’ and hospitals are in fi-
nancial distress, Inflation threat-
.ens to bring on disagreement and
strife between labor and manage-
ment, - g ;

Worst of all, inflation holds the
threat of another depression, just
as we had a depression after the
unstable. boom following the first
world war, -

When: I announced last. October
that the Congress was being called
into session; I described ‘the price
increases. which had taken place
since June, 1946. Wholesale prices
had increased - 40%, and -retail
prices had increased 23%.

Since October prices have con-

tinued to rise. Wholesale prices

Cea

other nations in achieving world.|

have gone up-at an annual rate

'of 18%. Retail prices have gone

up at an annual rate of 10%.

The events which have occurred
since’ I presented- my 10-point
anti-inflation program to the Con-
gress on Nov, 17 have made i.
even clearer that all 10 points are
essential. '

High prices must not be our|

means of rationing.

We must deal effectively and at
once with the high cost of living.

We must stop the spiral of in-
flation.

I trust that within the shortest
possible time the Congress wil
make available to the Government
the weapons that are so desper-
ately needed in the fight against
inflation.

Cites Budget Surplus
. One of the most powerful anti-
inflationary factors in our economy
today is the excess of Government
revenues over expenditures,

Government expenditures have
been and must continue to be held
to the lowest safe levels. Since V-J
Day Federal expenditures have
been sharply reduced. They have
been cut from more than $63,000,-
000,000 in the fiscal year 1946 to
less than $38,000,000,000 in the
present fiscal year. The number of
civilian employees has been cut
nearly in half from 3,750,000 down
to 2,000,000.

On the other hand, Government
revenues must not be reduced. Un-
til inflation has been stopped there
should be no cut in taxes: that is
not offset by additions at another
point in our tax structure.

Certain adjustments: should be
made within our existing tax
structure that will not affect total
receipts, yet will adjust the tax
burden so that those least able to
pay will have- their burden les-
sened by the transfer of a portion
of it to those best able to pay..

Many of our families today are
suffering hardship because of the
high cost of living. At the same
time profits of corporations
reached an all-time record in 1947.
Corporate profits totaled. $17,000,-
000,000 after taxes. This compared
with $12,500,000,000 in 1946, the
previous high year.

Wants Higher Corporate Taxes

Because of this extraordinarily
high level of profits, corporations
can well afford to: carry a larger
share of the tax load at this time.

During this period in which the
high cost of living is bearing down
‘on so many of our families, tax
adjustments should be made ‘to
ease their burden. The low-income
group particularly is being pressed
very hard. To this group a tax
adjustment would result in a sav-
ing that cquld be usedeto buy the
necessities of life.

I recommend therefore that, ef-
fective Jan. 1, 1948, a cost of liv-
ing tax credit be extended to our
people consisting of a credit of $40
to each individual taxpayer and
an additional credit of $40 for each
dependent. Thus the income tax of
a man with a wife and two' chil-
dren would be reduced $160. The
credit would be extended to all
taxpayers, but it would be par-

ticularly helpful to those in the |

low-income group.

It is estimated that such a tax
credit would reduce’ the Federal
revenue by $3,200,000,000. This re-
duction should be made up by in-
creasing the tax on corporate
profits in an amount that will pro-
duce this sum—with appropriate
adjustment for small corporations.

This is the proper method of tax
relief at this time. It gives relief
to those who need it most without
cutting the total tax revenue of
the Government.

When the present danger of in-

flation has passed we should con-

sider tax reduction based upon a
revision: of our entire tax struc-
ture.

When we have conquered infla-
tion, we shall be in a position to
move forward toward our chosen
goal.

As we do so, let us keep ever
before us our high purposes.

We are determined that every
citizen of this nation shall have
an equal right and an equal op-
portunity to grow in wisdom and
in stature and to take his place
in. the control of his nation’s
destiny.

We are determined that the pro-
ductive resources of the nation
shall be used wisely and fully for
the benefit of all.

We are determined that the

1 democratic faith of our people and

the strength of our resources shall
contribute their full share to the
attainment of enduring peace in
the world,

It is our faith in human dignity
that underlies these purposes. It
is this faith that keeps us a strong
and vital people.

This is a time to remind our-
selves of these fundamentals. For
today the whole world looks to us
for leadership. -

" This is the hour to rededicate
ourselves to the faith in mankind
that makes us strong.

This is the hour to rededicate
ourselves to the faith in God that
gives.us confidence as we face the
challenge of the years ahead.

Deiroit Edison Stock
Oversubscribed

The First Boston Corp., as man-
ager of the group that won 450,000
shares Détroit Edison Co. capital
stock in a competitive sale Jan. 6,
announced Jan. 7 that the offering
has been heavily oversubscribed
and the: books closed.

The group bid $19.06 a share for
the stock and reoffered it to the
public .at $20.50.

Immediately following the clos=
ing of the books on Jan. 7 the
stock was quoted at $21.25 per
share. ‘

The seller of the shares at com-~
petitive sale was American Light
& Traction Co.

Garl M. Trotte Sales
Mgr. for Tellier & Go.

Tellier & Company, 42 Broad-
way, New York City, announce
that Carl M. Trotte has become
associated with them as Manager
of the sales department. He was
formerly with First Colony Cor-

| poration.
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Buy U.S.Savings Bonds
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Securltles Now in. Reglstratlon

"INDICATES ADDITIONS SINGE PREVIOUS ISSUI

Acme Broach Corp., Ann Arbor, Mich. = -
Dec. 2, (letter of notification) 40,000 shares ($5 par)
common. Price—$5 a share, Underwntep—Dean W. Titus
and Co.,, Ann Arbor. To build factory, pay obligations
and for workmg capital. . “

- 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.

Amerlcan Bankers Insurance Co. of Florlda, -

Nov. 3 (letter of notlflcatlon) 2500 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-
ferred. Pnce—$240 per unit, consisting of 2 shares of class
A, 4 shares of class'B and 9 shares of preferred... No
underwrltmg For capitalization. of company- to.enter
Into stock fire insurance business,

Q Apple Valley Building &. Development Co., Longv_,

; - Beach, Calif. :

Dec. 29 (letter of notlflcatlon) 30,000 shares ($10 par),
class A common. Price —$10 a share Underwriter —
Tripp Realty Co., Long Beach. To erect guest ranch cot-
tages and allied expend1tures

Arizona Welding Equipment Co., Phoemx, Ariz.
Dec. 23 (letter of notification) $100,000. of 6% convert-
ible sinking fund debentures and 2,000. shares of $1-par
common, The debentures will be sold at $1,000 each and
the common at $8.75 each. Underwriters—Pacific Coast
Securities Co., San Francisco. To retlre indebtedness and
for working capltal

-Armstrong Cork Co,y Lancaster, Pa. (1/22)
Dec. 19 filed 88,179 shares. (no par) $4 cumulative pre-
ferred. Undemnters — Smith, Barney & Co.; Kidder,
Peabody & .Co.,.and The First Boston Corp., New York.
0ffermg~0ffered to ‘common stockholders of record
* Jan. 7 in ratio of one share for each 16 shares held.
Rights expire 3 p.m. (EST)-Jan. 21. Unsubscribed shares
will be offered publicly., Price—102%. Proceeds—To
finance expansion program.
® Arrow Safety Device Co., Mt. Holly,

N. Y. (1/13)

Jan, 5 (letter of notification) 12,950 shares of common
stock (no par). Underwriting—None Price—$17.25 per
share. Working capital.

® Associated Cooperatives, Inc., Oakland, Calif.
Dec. 31 (letter of notification) 25,000 shares ($10. par) 5%
non-cumulative preferred. Prlce—$10 a share.. No un-
derwriting, For construction of new warehouse in Los
Angeles and for working capital.

® Beam (James B.) Distilling Co.,- Chicago

Dec. 29 (letter of notification) 150,000 shares ($2 par)
common. Price—$2 a  share. No underwriting. For
working capital,

® Burwood Products Co., Traverse City, Mich.

Dec. 29 (letter:of notification) 2 ,000 shares ($50 par) pre-

ferred stock:. Price—3$50 ‘a share. No underwmtmg To

reduce indebtedness and: for working ‘capital. B
California Union' Insurance Co., San Francisco

Nov. 28:filed 99,700 shares of common stock (par $10).

Underwntel—None Pnce—$25 ashare, - Proceeds—For

working capital. . X

.- Cameron Aero Engine Corp. (1/12 16)

Dec.-29 (letter of notification) 101,000 shares of common

stock (par $1), of which 85,000 shares will be sold to’

the public; 8,500 shares will be issued to underwriters
as addxtlonal underwriting consideration and 7,500 shares
‘will be issued to American Die & Tool Co. for invest-
ment in return for cancelling $15,000 open account for
machine tools. Price—$2 per share, Underwirter—R. "A.
Keppler & Co., Inc,, New York. To provxde operatma
funds, etc.

® -Canyon Copper. Co., Yuma. Arlz. ‘

Dec. 26 (letter of notification) 290,000 shares of capital

stock. Price—50 cents per share. . Antrmpate making ar-"

rangements for. sale of stock through agent. For pur-
chase of mining machinery and -for development of
mining claims.

Central Chemical Corp., .Hagerstown, Md .
Dec. 29 filed 254,682 shares ($10.par) non cumulative 6%
stock and 70, 643 shares. ($10:par) non-voting ‘common
Class B stock Underwnters—To be sold through com-

Cofp_orate_end Public Financing '

FIRST BOSTON
CORPORATION -

New York,
Chicago and other cities

Boston Pittsburgh

O . T

- pany officers and: employees:.
«.stockholders, employees andcustomers. Price—At par.

- ployees, executives and management personnel.

Offering — To, company

Proceeds—To retire indebtedness and for workmg capital.

Central Maine Power Co.
Now: 10 filed 160,000 shares ($10 par) common. Under-
- writing-—T0 be determmed 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 {o 6% pre-
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
each ‘common ‘share held. Price by amendment. Pro-
ceeds=—For constructlon and repayment of bank loans.

Central Power & Light Co.

- Nov.-21 filed 40,000 shares ($100 par) cumulative pre-

ferred. Underwriting to be determined by .competitive
bidding.- No bids received at competitive bidding Dec.
15. Sale may be" negotiated. Proceeds——For‘property
addltlons and expenses.

- Century- Steel Corp., Hollydale, calif.
1\ov 10 filed 4,000 shares ($100 par) common. No under-
writing. Pnce—$100 a share. Proceeds—To purchase
rolling mill, equipment ‘and for working capital.

. Cincinnati Gas & Electric Co.

Dec. 1 filed 204,000 shares ($8.50 par)-common. No un-
derwriting. Offermg—To common stockholders of record
Uan. 15 on the basis of one new share, for each 10 shares
held.- Right$ expire Feb. 2. Price by amendment. Pro-
ceeds—To finance construction.

Clarvan Corp., Milwaukee, Wis.
Dec. 23 (letter of notification) 525 shares of 5% cumu-
lative preferred ($100 par). Heronymus & Co., Sheboy-~
gan, Wis,; is offering 90 shares on its own account
Price—$100 a share. For working capital.

Clinton (Ia.) Industrles, Inc.
Dec. 15 filed 210,000 shares  ($1 par) capital stock.

Underwriting—None. Offering—Shares are to be offered -~

in exchange for 300,000 shares of Obear-Nester Glass Co.,
St. 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 cumulatlve 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—A¢t face amount. Proceeds—For acqui-
sition of additional office and plant facilities.

Coosa River Newsprint Co.
Dec. 23 filed 238.829 shares 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.

Dayton (Ohio) Power & Light Co.
Dec. 5 filed 170,000 shares ($7 par) common. - Under-
writing—The common shares will not be underwritten.
Offering—The common shares will be offered for sub-
‘scription by stockholders on the basis of one share for

each nine shares held. Price—To be supplied by amend-

ment. Proceeds—To finance construction program.

Dee Stores, Inc., Olean, N. Y. (1/12-16)
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—Workmd capltal

'De Walt, Inc., Lancaster, Pa. (1/19-23)
Dec. 5 filed" 110 000 shares ($2.50 par) common. Under-
\vnter—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.

® . Doman-Frasier Helicopters; Inc.,

New York (1/13) :
Jan 6 (letter of notification) 10,000 shares of capltal
stock (par -$1). Price—$1.50 per share Underwriting—
None. -Operating expenses during completion and demon-
stration of test flight progress of corporation’s rotor-
blade system for helicopters.

Domestic Credit Corp., Chicago 4
Dec. 29 filed 150,000 shares ($1 par)- Class A Commom
Underwriters—None. - Offering—To be offered to em-
Price—
$3.49 a share. Proceeds— Company did not state how
proceeds will. be used.

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

writér—Reich & Co.. New York. Purchase of inventory,”

etc Postponed indefinitely.

prices,

Equity Fund, Inc., Seattle, Wash.

"Dec, 29 filed 103,089 shares of comrmon. Underwritel‘s—-

Pacific- Northwest Co., Seattle. Price based on market
Proceeds—For investment. ) I

Fraser Products: Co., Detroit, Mich. St 8y
Oct. 21 filed 100,000 shares -($1 par) common.- Under=
writers — Campbell McCarty & Co.; and Keane '& Co.,i
both' Detroit. Price—$5 25 per share Proceeds—The!
shares -are being-sold by 14 stockholders who w1ll re-
ceive -proceeds,-.

' Frigidinners, Iinc., Philadelphia
Dec. 4 (leiter of notification)" 75 000 shares ($2 par)
common ‘and 15,000 shares of common reserved for issu-i
ance upon exercise of warrants. Price—$2 a share. Un«;
verwriter—Woodcock, McLear. & Co., Philadelphia. To:
pay off loan and for worklng capital

Gabriel Co., Cleveland

© Oct. 24 (letter of notification) 10, 000 shares ($1 par)

common, on-behalf of Wm. H, Mlller a director of the
company, to be sold at market. Underwnter—Sills, Min-
ton & Co., Chicago. Indefinitely postponed :
.~ General, Instrument Corp. )
Nov. 14 filed 150,000 shares of common (par $1). Under=
writer—Burr & Co Inc., New York. Proceeds—Stock
being sold by four stockholders who will receive pro=
ceeds. Price by amendment.

Glass Fibers, Inc., Waterville, O.
Dec.-30 filed- 343,000 shares ($1 par) common, Unders
writer—Kebbon, McCormxck & Co., Chicago. . Price by

“ amendment. Proceeds—To repay indebtedness and ‘for

working capital.

Gulf States Utilities Co. (1/8) '
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 sexies, 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.

Harshaw Chemical Co., Cleveland, O.

Dec. 26 filed 58,612 shares ($10 par) common. Underwnt-

ers—McDonald & Co., Cleveland. : Offering—The shares - i

initially will be offered for subscription by stockholders.
Unsubscribed shares will be offered publicly. Price by
amendment. Proceeds—To repay short-term: bank ine
‘debtedness. ) )
®- High Vacuum Processes, Inc., Phila. (1/12)"
Jan. 2 (letter of notification) 3,700 shares of non-cumu<
lative preferred:stock (par $25) and 18,500 shares of
common stock (par 5¢). Underwriter—A, W. Smith &
Co., Inc., Boston. Price—$25.25 per unit, consisting of
one share of preferred and five shares of common. Purs
chase of laboratory equipment and facilities, workmg
capital.

_Wlinois-Rockford Corp., Chlc-go Eoan
July 24 filed 120,000: shares ($1: par) common. Under-
writers—Brailsford & Co., and Straus & Blosser, Chicago,
Price—$9.25 a share. Proceeds—The shares are being
sold by four stockholders and represent part of the stock
the sellers ‘will receive in exchange for their holdings
of 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.

Inter County Telephone & Telegraph Co., For}

Myers,. Fla.

- Dec. 24 (letter of notification) 4,000 shares of 5% cumu=

lative preferred stock. Prlce——$25 a share, Underwriter
—Florida Securities Corp., St, Petersburg, Fla, For prop«
erty improvements.
Interstate Department. Stores, Inc.
Oct. 30.filed $5,000,000 15-year sinking fund debentures.
Underwnter—Lehman Brothers, New York. 'Price to
be filed by amendment. Procceds—To repay.bank l\oané
and for general corporate purposes including the tmanc-
ing of new stores. Temporanly postnoned
lowa Power & Light Co. (2/2) ° % -
Dec. 22 filed $6,000,000 first mortgage bonds serles duo
1973, Underwntmg——To be determined by pompetxtlvo
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|~ NEW ISSUE CALENDAR
. .. L. January 8,1948 " .
Delaware Lackawanna & Western RR.; ,

oon
Gulf States Utilities Co
* . “January 12,1948
- .Cameron.Aero Engine Cor -
Dee Stores, Inc :
" High Vacuum Processes, Inc
.-Old Poindexter Distillery, Inc
. - January 13, 1948
. :Arrow .Safety Deyice Co :
Doman-Frazier Helicopters Inc
Joy Manufacturing Co
_January 14, 1948
.. Southwestern Gas & Electric Co
.~ Washington Gas Light Co.
o : " January 16, 1948
“. Northeastern Water Co
) .January 19, 1948

Equip.ﬂ

St. Louis-San- Francisco Ry Equip. Trust Ctfs.
e January 20,1948
- Potomac Edison Co.:
Potomac Electric Power Co
. . January 21, 1948
¢ Southern. California Edison Co o i
- . January 22, 1948 )
Armstrong Cork Co ’ Preferred
S January 26, 1948 * 5 e
Baltimore . & -Ohio .RR Equip, Trust Cifs.
" Kaiser-Frazer COrp. - ... Common
el February 2, 1948 B
.iJowa Power & Light Co....

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, 2, :

® -Jay Goodwin Industries Inc., Denver, Colo.
Dec. 30 (letter of notification) 246 shares (no par) com-
mon on behalf of -J. L. Goodwin; President of the ‘com-
pany:- Price—$100 a share. No underwriting. o)
Johnson Bronze Co., New Castle, Pa. .
Nov. ‘10 filed 150,000 shares cczamon stock (par 50¢)
Underwriter—Lee Higginson Corp.. Proceeds — Stock
being sold for account J. P. Flaherty, a stockholder.

Joy Manufacturing Co. (1/13).

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.
@ - Kaiser-Frazer Corp. (1/26-30)
Jan, 6 filed 1,500,000 shares ($1 par) common, Under-
writers—Otis & Co., Cleveland; First California Co., San
Francisco, and Allen & Co., New York. Price—By
amendment. Proceeds—To purchase machinery and
tools to increase production of automobiles from current
rate of 950 per day to 1,500 per day.
Kansas Soya:Products Co., [n¢.; Emporia, Kans.
" Dee.s3 (letter of -notification) 3,157 shares: ($95 par)
preferred. Price—$95 a‘¢hare; Undewriter-~Kénneth Van
Sickle, Inc., Emporia. For additional working capital.
Kentucky Water Service Co., Louisville, Ky.
Dec. 23 (letter of notification) 10,000 shares ($25 par) 6%
cumulative preferred. Price—$26.50 a share. Underwrit-
¢rs—Ths' Bankers Bond Co. and Smart & Wagner, both
of Louisville, Ky. To pay for acquisition of water prop-
erties. : ; ’
® Kores Carbon Paper & Ribbons Mfg. Corp.,
N. Y. (1/17) . .
Jan. 5 (letter of notification) 490 shares of first pre-
ferred stock (no par), 1,500 shares of. second preferred
stock (no par) and 2,100 shares of common stock (no
par). Price—First and second preferred, $100 per share;
common, $5 per share. Underwriters—None, Acquisition
of and payment for equipment and raw materials, ete,
Legend Gold Mines, Ltd., Toronto, Canada
June 27 filed 300,000 shares ($1 par) common treasury
stock. Underwriting — To be supplied by amendment.
'l’r‘ice;m‘t,cents a’'share. Proceeds—To develop mining
‘properties. § _ 5 :
® Liberty Discount Co., Inc., Bremen, Ind.
Dec. 30 (letter of notification) $300,000 ($100 par) class A
‘tommon. Price—$100 a' share. No underwriting, For
working capital. "
... Lock Nut Corp. of America s
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. v
.. McClanahan Oil Co., Grand Rapids, Mich.
Dek. 30 filed 260,000 shares ($1 par) capital stock. Un-
derwriters—None. Offering—Shares will be exchanged
for $1 par stock of Great Lakes Chemical Corp. on the
basis of one share of McClanahan conmimon for each two
shares of Great Lakes common. Offer will expire March
15, 1948. T i
McColl-Frontenac Oil Co., Ltd., Montreal, Can.
Dec. 16 filed 900,000 shares (no par) common. Under-
writing—None, Offering—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. Price—By amendment. Proceeds—For
building expenditures and to repay bank loan.

t

- . lative prefereénce stock, series .B.
‘Barney & Co., New York.. Price to be filed by.amend- -

~ ment.” Proceeds for general corporate purposes includ-: °

ing. financing new. plant construction and.-additions to .

" ¢onditions.

. Manhattan Coil Corp., Atlanta, Ga; . - .

“19517;12,000 shares ($25 par) 5% % cumulative converti-
- ble preferred and. 85,000. shares ($1 par) common.” Une
.. derwriter—Kirchofer & Arnold, Inc., Raleigh, N, C. Price’
" —The debentures at 102.507, while the preferred shares’

will be offered at par and the common shares at $

. each. Proceeds—To retire bank-indebtedness and to

finance purchase of machinery and other plant equip-
ment. . ' ' :

Market ‘Basket, Pasadena, .Calif.

Dec. 30 filed 27,788 shares (50c -par) common. Under- °
.- writers—None, Offering—Shares are to be .issued.upon

exercise of common stock purchase warrants issued in
July, 1945, Price—Two shares per warrant at $6 a share,
Proceeds—For additional working capital.

® . Martin Phosphate Mining Co., Butte, Mont. -
Dec. 26 (letter of notification) 50,000 shares class A
stock and options for a like amount of stock. Price—$1
per share of class A stock, No underwriting. For test

*|--..and development work:

®. Mohawk Wire Co.; Syracuse, N. Y. 5

- ; L‘ 7% Dec, 23 (letter of notification) not over 1,100 shares: o
Kores Carbon Paper & Ribbons Mfg. Corp..._Stocks | " common stock (par $10). ‘Underwriting—None. Price—
.. $45 ‘per” share. To ﬁreduce‘,debt and improve working
. .capital. - A ' - '

__ Monsanto Chemical Co., St. Louis
Nov. 28 filed 250,000 shares (no par) $4 dividend cumu~
i Underwriter—Smith,

present facilities. Offering, postponed due to market

New York Telephone Co. . . Aelt
Dec. 30 filed $60,000,000 " 30-year refunding - mortgage
bonds, - Series E. Underwriters—To. be ‘determined by

competitive bidding: Probable bidders: ‘Halsey, Stuart -

& Co. Inc,; Morgan Stanley & Co. ‘Price—To be deter-
mined by competitive. bidding. - Proceeds — To finance
construction program. - o :

. - Northeast Airlines, . Inc., Boston, Mass. - ..

Dec. 24 filed 83,333 shares (no par) $1 cumulative con-
vertible preferred.. -Underwriter—Atlas' Corp., owner of
100,000 -shares of  the registrant’s’ common stock, :has
agreed to purchase all shares not subscribed for by other
stockholders. ' Offering—The shares .will be offered. for
subscription to common stockholders on the basis of one

share for each six common shares held. Price by amend-"

.ment. Proceeds—To pay off indebtedness.
Northeastern Water Co. (1/16) e
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.

Ohio Public Service Co. g ‘
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 & Co.; Blyth
& Co.; W. C. Langley & Co., and Glore, Forgan & Co.

* (jointly). Price—By amendment. Proceeds—To be used

for construction.

Old Poindexter Distillery, Inc. (1/12)
Mar. 31 filed 50,000 shares ($20 par) 5% ‘convertible
cumulative preferred and 125,000 shares ($1 par) com-
mon into which . the preferred -is convertible. Under-
writers—F. S, Yantis & Co.,'and H, M. Byllesby & Co,,
both of Chicago. - Price—Par, - Proceeds—To be added to
working capital. iy .

Potomac Edison Co., Hagerstown, Md. (1/20)
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.; W. C. Langley & Co., and The First Boston

Corp. (jointly): Blyth & Co., Inc.; Harriman Ripley &

Co.; Shields & Co. 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 bids: to ‘be opened

Jan, 20. -

Potomac Electric Power Co. (1/20)

Dec 19 filed $15,000,000- 35-year first .mortgage bonds.
Underwriting—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; The First
Boston Corp.; Kuhn, Loeb & Co., and Blyth & Co., Inc.
(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.
Expected bids will be opened Jan. 20 :

Public Service Co. of New Hampshire
Nov. 25 filed 139,739 shares of common (par $10). Un-
derwriters—To be determined by competitive bidding.
Offering—Common stock first will be offered for sub-
scription to present shareholders at the rate of one
share for each five shares held. Unsubscribed shares and
the bonds will be offered publicly. Proceeds—To pay off

loans and for construction purposes,

9 Raleigh Red Lake Mines, Ltd., Toronto, Can.

Jan. 7 filed 460,000 shares of common stock. Underwriter

~—DMark Daniels & Co., Toronto, Canada. Price—25 cents
/

- @ Rockbridge Broadcasting Corp.,

share and $50 a common share, No underwriting,

~additional power facilities.

_program. Expected about Jan,

Ha 1 - - % a share in Canadian. funds, P T
'May 20 iled _$500,000 5% serial‘debentures, due 1949 ‘ N iands. Proceeds —For: exploration

‘and’ developmeént. of mining property, Business—Mining -
business, )

Lexington, Va,
Jan. 2 (letter of notification) 350 shares of preferred
and 300 shares of common. Price —$100 a preferred
T
construct radio ~ broadcasting station in Rockbridgg,
County, Va.. .

South Carolina Electric & Gas. Co.. "
Dec. 2 filed 80,858 shares ($50 par) cumulative converte
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
Yoyk.' 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-2
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 Soyth Carolina Power Co. from the

- Commonwealth & Southermr Corp. =

‘Southern: California. Edison 'Co. (1/21) ‘
Dec. 30 filed $40,000,000 25-year first "and -refunding
mortgage bonds, series A" Underwriters—To be deter-
mined through competitive bidding.. Probable bidderss
The First-Boston Corp.; Halsey, Stuart & Co. Inc,; Blyth .
& Co., Inc. . Proceeds—To retire  $22,000,000 of bank
loans ‘and - to . reimburse treasury;-for construction of

j Expected Jan. 21.° v

“Southwestern Gas & Electric Co. (1/14) ;
Nov. 5 filed- $7,000,000 30-year first mortgage bonds,
series B. Underwriting—To be determined at competi-
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.; Merrill Lynch, Pierce,
Fenner & Beane, Proceeds—To finance construction
14, ¥
- Southwestern Public Service Co., Dallas, Tex.
Dec. 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 wilk
be offered to Southwestern’s common stockholders at
the rate of one share for each 11 held.  Price by amend-

ment.  Proceeds—To retire bank loans and for con-
struction purposes. :

® stge: City Supply & Equipment Co., Pueblo,
olo. i
Jan. 2 (letter of notification) 6,000 shares of stock. Price
—3$10 a share.” No underwriting, To construct buildings
and for operating capital, Py ] d K r
Tampg (Fla.) Electric ‘Co. e
Dec. 24 filed $6,000,000 30-year first mortgage bonds.
Underwriting—To be filed by amendment. - Price by
amendment. Proceeds—To pay construction costs.

Wasﬁington (D.'C.) Gas Light Co. (1/14)
Nov. 7 filed 85,000 shares (no par) common. Offering—:-
Shares are offered for subscription by common stock-
holders of record Dec. 26 on the basis 0f one share for
each five he}d. Subscription warrants will expire Jaii,
13, 1948, Price—$20 per share, ; Dealer-Manager-—Com-
bany has, arranged. with, a, group.of security :dealers to
manage thq_ solicitation -of .. stockholders’ subscriptions.
Heading this group are The First Boston Corp.;-Alex.
Brown & Sons; Auchincloss, Parker & Radpath; John=
ston, Lemonn & Co.; Falger, Nolan, Inc.; Goodwyn &
Olds; Mackall & Coe; Ferris & Co.; Robinson, Rohnbaugh
& Lukens, and Robert C, Jones & Co. Proceeds—To be
added to general funds for current construction program.

Wiscqnsin Power & Light Co., Madison, Wis. .
Dec. 29 filed $3,000,000 30-year first mortgage bonds,
Series B, and 30,000 shares ($100 par).4159% cumulative
preferre(_i stock. Underwriters—Only the bonds will be
underwritten under competitive bidding terms. Probable
Bldders—'HaIse.y,AS‘tuz;rt & Co. Inc.; Glore, Forgan & Co.
and Harx_‘lman Ripley & Co. (jointly); W, C. Langley &
Co., White, Weld ‘& Co. and Kidder, Peabody & ' Co.
(qutly); Blyth & Co., Inc.; The First Boston Corp,;
Shields & Co. Offering-“Bonds 'will be offered publicly
while stock will bé'offered to holders. of 41> % preferred.
Price by amendment. Proceeds—To pay bank indebted~
ness and for construction costs,

- Prospective Offerings

® Baltimore & Ohio RR. (1/26) =
Company. plans to issue invitations: for bids to be re=
ceived on Jan, 26 for $4,000,000 in 1-to-10 year certifi-

(Continued on page 50) o
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(Continued from page 49)

cates. The proceeds from this offei'ing will finance up to
80% of the cost of 1,200-70-ton open-top steel hopper
cars to be built by Pullman Standard Car Manufacturing

Halsey, Stuart & Co. Inc.; Salo- -

Co. Probable bidders:
mon Bres. & Hutzler.

® Central RR. of Pennsyli{ania

The Central RR. Co. of N. J, and Central RR. of Pa. have
asked the ICC for permission to issue $1,950,000 of Cen-

tral RR. of Pa. equipment trust certificates to be known
as series A. Probable bidders: Halsey, Stuart & Co. Inc.;

Harris, Hall & Co. (Inc.).

Delaware Lackawanna & Western RR. :(1/8) °
" ‘Bids - for -purgchase .of $1,600,000eguipment. trust .cer-
tificates series G -will- be received-upita-neen- (EST)
Jan. 8 :at office .of J..G. Enderlin; Treasurer; Room 2008,
140 Cedar 'St., New York.

Stuart & Co, Inc.; Salomon Bros. & Hutzler..

L] Emplre District Electric Co.
Jan, 5 company has filed ansapplication ‘with:- stsouri
P, S. Commission to issue $4,000,000 1st mtge. 3% %: bonds
of 1978. Proceeds for expansion.. Probable bidders in-
clude The First Boston Corp.; Halsey, Stuart & Co. Inc.;

Lehman Brothers; Shields & Co.

Probable bidders: Halsey,‘

Illmols Ctantral RR.

: Reported that directors-on Jan ‘15 ‘will .consider in addi’—

' tion to the matter.of .a preferred stock dividend,-plans

sfor dealing - with. 1950-55.maturities of mortgage .delit

| aggregating more than $100,000 000 Probable blddel‘_S in-
clude Kuhn, Loeb & Co. * -

'®  St. Louis-San_ Francisce Ry. (1/19)

\

\ Company has issued an invitation for bids to be received

'Jan. 19 on :$8,840,000 ‘in‘1-to-10" yeaf ‘equipment trust
: certificates. Bxdders ‘may submit-alternate proposals for
* $8,280,000 in'1-to-15 year.certificates..- The 1-to-10 year
certificates would constitute an 80% loan and the 1-to-15
year certilicates a.75% loan. Probable bidders: Halsey,

. Stuart & Co. Inc.; Salomon Bres. & Hutzler,

Let Life Insurance Companies
- Satisfy Our Capital Needs!

(Continyed from page 2)
enough investments to go around,
but rather, is there enough capi-
tal available? The McGraw-Hill
Department of Economics recent-

. 1y made a synopsis of an 857-page
report of the Twentieth Century
Fund, which was published in
May of 1947. It was entitled,
“America’s Needs and Resources
from 1950 through 1960.”

Let me just 1ake the liberty of
reading an excerpt from  that:
“Analysis of our ‘present capital
needs lends little support to the
idea prevalent during the nineteen
thirties that we had reached eco-
nomic maturity so there was no
way to invest as much as we had
in earlier decades. No one has
ever made an estimate of how

~much it would cost to modernize
our industrial plant, which is
valued at around $200 billion at
prewar prices. If as much as a
.third of it needs to be replaced
or rehabilitated around $100 bil-
lion, at current prices, of addi-
tional investment will be re-
quired.”

I think the reason no one ever
made an estimate is they didn’t
~have the temerity to make it. “In
addition, huge amounts-of madney
need to be invested in housing
and public works to raise the
services provided merely to ade-
quate levels. The Fund estimates
that the cost of .a 15-year pro-
gram to modernize our city streets
and rural highways would run.to
$40 billion, To bring the nation’s
housing up to minimum standards
of health and decency by 1960
would cost $115 billion. To con-
serve our natural resources and
develop our water power would
cost $27 billion over a 15-year
period.”

These are s_taggermg figures.
‘There seems to be little question—

- “that needs exist for all the capi-
tal investment we can make for a
long time to come. The behavior
of investments in the past strongly
suggests that the problem is not

~one of lack of needs but one of

‘imdmg ways to add to our capi-
tal, in an orderly fashion,”

1 would like you to note; par-
licularly, the next sentence: “Cap—
ital has followed the boom and
bust route in the past. What is
wanted is a high but steady rate
of investment.”

That is the McGraw-Hill esti-
mate. Let me quote an excerpt
from - another - capital analysis,
somewhat closer to home; the
Lionel D. - Edie orgamzatlon in
July of 1947, made a study en-
- ‘titled “Capxtal Requirements of
Private Industry.” They predi-
cated it on a-gross national prod-

~wuet.in 1950 -of around $200 billion
per annum; then, with charac-
;teristic caution, took a slight dis-
‘count and said on the basis of

_.a gross national product of $194
billion. annually, private business
expenditures on new construction
and durable eauipment should
amount to $21 billion per annum.

Let’s analyze that in comparison
with the not-so-far past: from
1925 to 1929, such .expenditures
were from $9 to $12 billion per
annum—and always keep in mind
that $21 billion figure; we will re-
vert to it quite often during this
discussion—from 1931 to 1940,

such expenditures never reached
*9 billion per annum. In 1941,
they were $11 billion’ four hun-
ared million. In 1946, they were
$17 billion, four hundred million,
but the first quarter of 1947 indi-
cated that these . expenditures
would be, at the rate indicated
above, namely $21 billion per an-
num,

‘rnat isn’t all to come from new
investments, obviously. If $21 bil-
lion is requlred annually, about
$141% billion-per annum should be
generated from undistributed
profits and reserves. That leaves
about $6%% billion to be raised in
capital markets.

Estimate Conﬁrmed by IBA

There is another way of looking
at that. The Investment Bankers
Association, Committee on Indus-
trial Securities weighed it from
quite a different standpoint and
arrived at almost the same figure.
Now, raising that amount of mon-
ey is a difficult enterprise. Peo-
ple often do things the hard way,
sometimes unwittingly.

I am reminded of the story of
the gentleman who overlooked his
wife’s birthday. : It was an impor-
tant birthday and he was very
emotionally moved by the fact
that up until about the proverbial
61st second he had not found her
a present. He knew that she
wanted a particular grandfather
clock and, being a devoted hus-
band, he would go to any length
to satisfy her wish. He' shopped
along Third ‘Avenue and finally
found one absolutely the apple of
her eye, he was certain. The
clerk said, “This is a thousand
dollars,” and he whipped out a
roll of bills, paid the clerk, and
said: “Send it right over. We only
live five blocks away.” The clerk
answered: “This is a very high
type storée and we deliver only
once a week. The next delivery
will be on next Thursday.”” The
man said: “Well, it has to be over
there today.” He reasoned with
him, but to no avail. Finally he
said: “Well, at least give me a
hand to get it out to the curb.
Maybe I can get a taxi to take it.”
He stopped taxis, but no amount
of money would induce the driv-
ers to show any interest. There-
fore, being a devoted husband and
rather well 'built, he hoisted the
clock up on his back and:started
walking up Third Avenue with it,

On the corner, a drunk came out

of a saloon and barged into him,
knocking him over. There he was,
lying on the sidewalk, with the
clock on top of him. “Why can’t
you look where you're going?” he
called out, in an angry tone of
voice. The drunk leaned over him

and -said: “If you want to know
what time it is, why 'don’t you
cary a wrist watch, like other
people?”

So sometimes people do things
the hard way, unwittingly. ' So
much for actual capital require-
ments. I think these studies fairly
well-indicate there ‘are:enormous
capital requirements needed an-
nually.

The Means for Snpplying Capital
Now the next obvious question,

and the one that we listed earlier, |

was: “What are the présent actual

and future probable means for sup-

plying such needed capital under
the present methods and laws?”’—
and I stress the word “laws” be-
cause I will revert to that. There
has been considerable. ‘study of
that. I would like to' contrast
that a bit, if I may, with the 1925-
1929 era, to which we adverted
earlier.” From 1925 to 1929, indus-
try - required $2,200,000,000 of
capital funds per annum, while
the savings were about $4,008,000,-
000 annually from the higher in-
come brackets. - That is, those

over $10,000, whereas now, with
annual 1ndustry requlrements of
about $6,500,000,000 there is only
about $1,200,000,000 of annual sav-
ings available, according to the
Lionel Edie stimate.

I want to .say we have looked
for other estimates. along . that
line. There are some'that range
considerably higher. But, in all
fairness, I want to say those that
range higher do not seem to me
to be any more authentically for-
mulated, so I am taking the only
one that appeared in actual print
recently, While you may say that
the lower estimate fits ‘into: the

Tionel Edie discussion more aptly
than -some -of the higher figures,

even Thomas Moore and Lennie
Rooks in Lalla Rookh, the Veiled
Prophet said: “That prophet ill
sustains his holy call, who finds
not heavens to suit the tastes of
all »

However, that estimate is fairly
well substantlated by some other
figures which have the imprima-
tur; if I may allude to it, of the
SEC—Dbecause recently in-a study
called “Volume and Composition
of Individual Savings from Awpril
Through June of 1947”—and" also,
4{ a plug may be put in fer Her-
bert Hall and Morgan- Stanley—
and I.want to put in one for
Kuhn-Loeb—there was one the

‘other day carrying it through July

and September, and -we have those
figures. The liguid savings of this
country increased -enormously
during the war. - In 1940, . the
liquid savings were $4,100,000,000.

SEC Release of Oct. 3, 1947, re “Volume and Comnomtion of
Individuals’ Saving Apr1l June 1947” shows: in billions of $’

1041
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: 1942
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*Gross saving excluding purchases of homes, automokiles and other durable con-

sumers’ goods.

tDoes not include armed forces leave honds amounting to $400 million,

| In 1941, $10,600,000,000.

In 1942.
they ' rose to $29 100 000,000." " In
1943, to $38,300, 000000 In 1944
they reached the astronomical
heights of $40,200,000,000. -
declined the following year ‘to

$36,900,000,000, still a high figure. | i

Declined to $14 500, 000 000 in 1946.

Reduced Savmgs in 1947

Let me call your -attention to
what has happened so-far in-1947.
For:the first- three months they
were a paltry $800,000;000.- -April
to “June, $1,800,000,000. July" to
September, $2,900,000,000. Now let

|me show you a figure that-has

really increased enormously. The

amount that goes to private in--

surance has'risen enormously. :In
1940,  $1,800,000,000. < -In 1941, it
went up. It reached the zenith
for the recent present in 1945,
when $3,500,000,000 went into the
insurance companies. It is going
at about that rate, and the growth
of insurance companies’ assets re-
flects that precisely, because the
assets of life insurance companies
are growing at approximately the
$3% billion per annum f1gure
year by year.

Growth of Insurance. Company
. Assets -

We are all conversant with the
enormous growth of life ‘insur-
ance company assets, but I think
it can be brought to your atten-
tion a little more dramatically by
citing a few figures. At the end
of 1920 the fotal assets of mutual
life insurance companies were
$7,300,000,000. By 1930 they had
reached $18 900,000,000. By 1940
they were $30,800,00.0,000. Look
what happened during .the war
years: 1944, they were $41,000,-
000,000. - In 1945 they were $44,-
800 000, 000 In 1946, $48,000,000,~.
000, and_at the end of December
1947 the end of last year, they
were $51,500,000,000. - There  is
your $3% bilhon almost constant
annual growth. That is where a
great deal of the savings of the
country are. going.

The mutual savings banks re-
flect. a - similar : picture. ' Their
growth in deposits has been some-
where in the neighborhood of a
billion dollars “per annum:. In
1939 they were $10,500,000,000. At
the end .of 1946 they were $16,-
870,000,000 and at the end of 1947,
accordmg to. Earl B. Schwulst
Vice-President of the Bowery
Savings Bank, and President .of
the Mutual Sayings Bank Associa-
tion, they were just under. $18
billion.

. Growth in Depesiters

The other significant figure is
that the number of depositors has
grown enormously.- Their depos-
itor -accounts “have -increased ‘a
1% million since V-~J. Day. -1 don’t
say thaf represents individuals
because, naturally, some people
may have more than one account,
in various savings banks, but the
number :of individuals accounts
has risen 1% million since V-J

Day. But the deposits have gone |-

up about a billion and.the total
number of depositors. that is. not
accounts, is about 18, million.
That is an awful lot of money in
certain places where it is not

available for the type of capital

‘| that we have planned to- discuss

here today

Economlc and BSocial Implications

That leads ws, obviously, into
the next ‘important question:
What are the economic and social

“They.

-the case.

J4mplications of not meeting-capi}-

tal requirements along sound fi-
nancial lines? I think that is the
crux of the quesnon It .is- not

-alone'the economics of it; it ink. .

volves the social lmphcatxons of
T,..'vne vresent laws’with regard
to the investments of funds. for
insurance .companies and savings
banks “are contributing at least
somewhat, I think, to unsound
corporate - structures because if
this vast reservoir of savings is
tied up in certain quarters where

‘its investment is restricted along

narrow lines, obviously they must
temper the wind of the shorn
lamb, and corporate structures are
affected.  Let me read to “yow
what others think:of present fi-
nancial requirements and the‘un-
soundness of ‘corporate structures
due, to an extent, I'll admit, to
tax laws—we’ll discuss them by
and by—but ‘due also, I think, to
the legal straitjacket in which
large purveyors of capital fmd
themselves.

‘The National City Bank, not }1
very radical organization, in “its
“Review” of November of 1947, un-
der the heading ‘“Deficiency . of
Savings,” said: “In the present
ju‘ncture, the supply of new sav-
ings out of current incomes of
individuals is seriously deficient,
in relationship to the demands for
capital. - For example, the ‘indi-
vidual investor has come close to
disappearing as the source of new
capital for private business. . Es-
timates of the SEC indicate that
individuals in"all of- 1946 added
nothing net to their holdings of
corporate stocks and bonds.- The
same is true for the ﬁrst half of
19477

The reason I -characterlzed the
National City Bank as not being
particularly radical is that I did
use the word “radical” in sug-
gesting that some 'of the’'changes
that I might advert to later would
not appear radical and, alse, if
ever there was ‘a euphemism, it
is. their observation that the SEC
study shows that individuals add-
ed nothing net to their ‘holdings
of capital stocks and bonds, be-
cause I ‘can tell you they .added
less than that.. This shows that
individual® holdings of securities
not alone did net increase during
the war years, but decreaséd at
the rate of about a half billion
dollars ‘a'year through the war
years. They decreased " by’ '$700
million in '1945. They were Just
even in 1946. For the first quarter
of 1947 they declined by $200 mil-
lion, and for the second gquarter
by $100 million, so-I don’t think
the National City Bank overstated
Resuming- quotation
from National City Bank “Re-
view”: “The individual . .savings

| that take place today in!largest

volume are either institutionalized
savings, reflected in -accumula-
tions of 1nsurance and pension
funds, or savings in antulp;mon
of consumptmn :

v 4
’ The Missing Li.nk )
“These funds are not available
for equity investments and com-
mon stocks. The absence of sub-
stantial individual saving for tak-
ing risks of ownership is a serious
missing link in the structure of
sound financing of postwar pros-
perity. Without them, the pres-
sure .is on the corporation to sell
bonds and to go further into debt
to the banks and to the institu—
tional investor.”

I read that with particular em-
phasis because I think it'is so di-
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S rectly. applicable to the point:that

» T Have endeavored to make,:that:.

financial structures are being dis-
“‘torted, I believe, and unsoundly
* ./ distored, because 'of the shortage
x 4 pf ‘equity ‘capital. -Let me read:to.
v you,-if .1 'may, what the Special
“Tax'+Study Committee' ‘of . .the’
~-House" Ways and Means Commit-
tee said, under ‘the Chairmanship'
of 'Roswell “MacGill, - the . distin-
guished tax ‘expert of .. Cravath,
" De.Gersdorff, Swaine and Wood;
and Governor Frank Carlson of
Kansas. .The reason I indicated to
you the joint chairmanship is that
I think it represents such an in-
teresting cross-section of “opinion
when you get a distinguished. tax
lawyer and the Governor of an
agrarian State to agree on such|
4 subject. I think that is news.

That report stated: “The equity
market is starved and even, the
‘strongest corporation finds it im-
‘possible to raise additional funds

“‘through offerings of sharé capifal
except on terms so costly in many
‘cases as:to necessitate' deferment’
‘of plans.” I think I can divert for
' a moment by saying. when 'they-
i.‘talk ‘about the costliness: of “addi-

“tional ‘capital,  that really strikes'|

‘home; and based on some of .our
‘experiences - as ‘underwriters of
‘such offerings, I think some 'of us
‘wish they had deferred the plans
“before they were underwritten.

« »-Depleted: Corporate Working
| Capital ¢
“Many corporations. have de-
‘pleted working capital because of
heavy increases in the cost of in-
ventories and badly needed addi-
tional - equity = money, - which  is
largely unavailable today.” ' That
is a report of a special committee
of .a Congressional Committee.
- A great'many people will say,
#This is. all very well for ‘you in=
vestment bankers, investment ad-
visors, - analysts, ‘to champlon
changes in life insurance: invest-
ment laws.. How 'do “you 'think
this will strike the life insurance
~companies  charged with the: re-
» | sponsibility - of ‘safeguarding the
"savings of millions .who 'are in-
;sured 'by - them. and who must
“ilook to safeguarding the future of
/generations yet unborn.” Let me
[ iread  you what “Mr, Stabrl Ed-
imunds.- the Ecoriomic Analyst of
the Northwestern  National = Life
.Insurance Co., said in an artcle
ientitled “Outlets for Life Insur-
‘ance -Investments,” in the “Har-
;vard Business. Review,” the ‘sum-
imer-of 1947 number. ‘He said, in
ipart: “Because the national econ-
tomy has arrived at a ‘stage. of
"advanced  and intensive - indus-
. - trialization, -a relatively greater
proportion of equity capital is re-
" quired . for the . development of
' new commercial and ' industrial
enterprises, At the same . time,
. life insurance companies still re-
tain their traditional - status ' as
-lenders, rather than providers of
equity capital, even though- their
capacity for capital accumulation
-has grown to be one of the fore-
- most in the ‘economy. These two
~'developments “are’'mutually in-
{compatible ‘and, if not adjusted,
+may very well have' disastrous
consequences - for ‘the economy
. and life insurance alike.”
i I want to be perfectlv ‘fair {o
tMr. Edmunds’ article. ' Elsewhere
~+.in that art.cle, which some of you
¢ may have seen in- the “Harvard
i Review,” ‘he did make the point
! that there may be' certain politi-
i.cal implications in life insurance
- companies -owning too significant
i alportion of the equity of certain
- companies, I cite that not because
;I am in agreement-with it, but

- merely that I think it is'obviously
;unfair to ‘quote ‘@ ‘portion of ‘a
. person’s article which :may- hap-
“pen to fit in with the point one
is endeavoring to make without
" adding the additional coloring
+ which Mr. Edmund’s article car-
. ried with it. I cite it also because
| I wanted to pay a personal com-
pliment to Mr. Ben Feldman, the
head of our Statistical organiza-

-tion, ' who-pointed - out-a-. great '

many:of -these ‘citations, . 1 o &

Needed Changes

- That leaves the question, “What
changes. would aid in  meeting
capital requirements along sound
financial lines?”. Obviously, the
panacea. that -is most often sug-
gested, especially in. this quarter,
is.tax reduction, to permit greater
savings of capital, especially in
the upper brackets. I question
whether - that' is economically
sound -of ' ‘sociologically . fair at
this  juncture in our history. 1
question whether it is economi-
cally sound to reduce taxes in the
face of a nat.onal debt of approxi-
mately $257 billion. I question
whether it is sociologically fair
to have so huge a debt outstand-
ing for any longer period than is
absolutely . inevitable, because all
"it means is: that we are saddling
‘that debt further and further on
‘coming- generations.. I think it is
much more advisable to maintain
your: tax.level as high'as it pos-
 sibly can be, and I guess it is that
now, -curtail - government  expen-
-diture “insofar as you can,  and
reduce -the debt as expeditiously
as humanly possible,

- There is another panacea some-
times. suggested, toward meet.ng
this capital situation and that is
pay out less in dividends. Thereby
the corporations would have more
of their ' earnings available for
future capital requirements.

- The reason I think this is ‘a
rather ' questionable panacea is
that if you pay: less in dividends,
obviously, you go further toward
making. ‘less popular equity ‘in=
vestments and therefore you will
make it less attractive for such
as can to' purvey this additional
equity capital. In addition, ‘divi-
dends, just like -interest, repre-
sent'merely hire of money and if
you .don’t pay rent, you know
what happens to your quarters.
If you don’t pay rent for . funds,
I doubt if you will get .them
loaned out,. or purveyed in the
form of equity.

Turn to Life Companies!

Therefore, the only other pos-
sible solution I see is to amend
the laws regulating life insurance
companies’ investments. Permit
a certain percentage of their as-
sets to be invested along codified

ines. I don’t by any means say
put it. all' in common stocks, I
don’t say put it in common stocks
of ‘every  company, but just the
same as therk -are certain very
well reasoned areas within which
life insurance companies are per-
mitted to invest now, in the form
of bonds, notes, debentures and
preferred stocks, so too it would
seem to me' that it would be sound
from the angles-which I have en-
deavored to adduce -to ‘permit
them to invest a portion of their
assets in common stocks-of sound
enterprises, 'And let me empha-
size, .this added investment me-
dium would merely be permissive,
surely - not 'mandatory. I’ might
say, in' passing;. it ‘'might even be
wise to do that in the case of
savings banks. iy

I think thére is one further facet
of 'this question. A great many
people may say a. suggestion of
this nature - is radical. They may
say it is a mew departure, I' sub-
mit that it really doesn’t represent
any -actual ‘change. It isn’t an
actual - departure from present
realities, .and ‘I don’t make that
assertion lightly,

First of all;smany -comprehen-
sive studies have shown that port-
folios invested:entirely in . fixed
obligations “do‘not fare as well as
portfolios - invested . partially .in
fixed obligations and partially in
equities. The reason is so obvious
that I hesitate almost to point it
out to. so well-informed an audi-~
ence as this, but it is perfectly
patent -if you invest in a broad
cross-section of bonded indebted-
ness, fixed obligations, and your
appraisal or your guess is wrong

ever- percentage  you choose, the
balance of those investments can'’t
possibly make up for that loss. If
you- invest a portion in equitieg
youmay. :guess wrong “on . the
equities, but if your guess or ap-
praisal is wrong with regard to
some of those equities it is reason-
able to -expect and apparently it
has been shown that the loss on
some will ~be compensated, in
many cases more than compen-
sated, by the increase in the others,
That can only happen with regard
to equities; not with regard ta
bonds, because the most one could
expect. to get from fixed obliga-
tions is their payment at maturity,
or prior redemption. Many trust
funds have been using that sys-
tem. )

I need hardly point out to this
audience that I am directing our
attention to the laws of New York
State, because many other states
including Massachusetts, Connec-
ticut and New Jersey permit life
insurance companies to invest a
portion of their funds in equities
along certain lines. ’

What are the life insurance com-
panies of New York State doing
even now? Let’s use a- word often
used ‘around . our: circles, let’s be
realistic about this. I submit that

ance companies of this State are
actually investors in equity. They
may not realize it, and I am not
suggesting for a moment that they
are in any slightest degree in let-
ter or in spirit breaching the very
precise.laws governing their in-
vestments, but—they are ‘actually
investors in equities.

Life Insurance Companies Are
Already Equity Investors

Let me cite to you a few exam-
ples where I think life insurance
companies are to some extent
equity investors—and I applaud
them for it because I reiterate that
I. think it is economically sound
and sociologically. desirable.
Where, as they do; -they build
whole housing 'developments,
which I repeat is most helpful to
all concerned, it seems to me a
portion -of the investment repre-
sents equity. Where they loan a
percentage of the cost of any proj-
ect or building which is larger
than the usual percentage of the
cost or usual valuation: of such
project or building—based on well
calculated and well reasoned po-
tential earnings of such projects
or buildings—I submit they are to
some extent tantamount to invest-
ing in equities. '

So if the insurance companies
are already in reality “the pur-
veyers of all or part of the equity
and all of the funded debt of proj-
ect or building, why not own the
whole operation. Then at least
in the palmier years they would
have available sufficient of the
profits out of such operations to
build a cushion, if you will, amor-
tize against the leaner years when
some of those earnings may not
be quite as satisfactory as they
now appear, and I am not saying
this in any Cassandra-like way.

Therefore, if the life insurance
companies are, in effect, making
loans, a portion of which makes
them. in effect, owners of equity
capital, why not-legalize it and
open to.the sorely needing capital
market another avenue to which
it may turn, a. very important
avenue through which it can ob-
tain this very much needed equity
capital, ‘

For all of. the reasons that I
have endeavored to adduce, socio-
logical and economic, and, I think,
above all, for practical reasons, in
the long run your and my invested
savings—that is what the insur-
ance companies and savings banks
represent—will ‘be better pro-
tected and more soundly used by
legalizing the-investment of some
portion” in""equities along ~well
reasoned, codified lines, similar to
the standards governing the other

on two or three or four or what-

investments of these well trusted

right this minute the life insur-|.

guardians of a large and growing
part of the nations savings,
I would not ever attempt ‘to

.change a word of the bible but I

would suggest-in financial circles
at least. it may be well to say,
“In days of prosperity, consider,”
and that is why I appreciate this
opportunity to consider with you
whether it wouldn’t be desirable
to change or to consider changes
in the laws governing investment
of the assets of insurance com-
panies. i

Our
Reporter’s

Report

Outcome of the sale by Ameri-
can Light & Traction Co, of a
block of 450,000 shares of its hold-
ings -of Detroit Edison Co., com-
mon stock . was looked upon in
investment  banking cireles, as a
“good omen” for the start of the
New Year.

The overall operation "was
one of those that served to
bear out the contention of bank-
ers who hold that securities can
be sold if the quality is:there
and the price is right,

Two - groups sought the issue
after- a third had dissolved and
withdrawn from the race after re-
portedly reaching the conclusion
that the. utility’s earnings might
taper off a bit hence.

The: successful group, incident-
ally, headed by a New York firm
and boasting not a single Detroit
house, outran a second group
which had more than a liberal
sorinkling of firms of that city in
its list, N

The purchasers paid the seller
$19.06 a share for the stock and
reoffered at $20,50 a share. Po-
tential orders, or indications of
intentions to buy, were suffici-
ent, within 15 minutes of the

-fixing of the reoffering price to

the  issue upon
ing.

Bankers handling the business

formal reoffer-

the outcome particularly in view
of the fact that American Light
& Traction still has approximately
another million = shares * of the
stock to dispose of. '

$40,000,000 Issue Set :

Having received the approval
of the California Public Utilities
Commission. - Southern California
Edison Company ‘is expected to
call soon for bids for its projected
issue of $40,000,000 of new series

A first mortgage bonds with a 25-
year maturity. :

The Commission agreed. to a
company request to shorten the
period between notice of sale
and opening of the bids to six
days.

Meanwhile. the company has
gone into registration with the
Securities ‘and Exchange Com-
mission  to  cover the . flotation
which will provide for the repay-
ment of $22,000,000 -of bank loaﬁs
and to cover expenditures already
made for the acquisition of prop-
erties and for improvements to
facilities. :

Kaiser-Frazer Stock

Preparing to raise additional
capital needed for expansion of its
producing facilities Kaiser-Frazer
Corp. has registered an issue of
1,500,000 - shares of new capital
stock with the SEC for public of-
fering.

The underwriting group will
be nationwide in scope judging
from the fact that of the three
firms which head it one is a

New York house, another is

assure complete distribution of

were especially well pleased with |-

domiciled in Cleveland and the
third on the West Coast.

The company plans to spend ,
about $7,000,000 on facilities, in-
ventories- and tools and amnotHer
$5,000,000 will be made available
to its suppliers to finance their
expansion, ;

Bankers will ‘have the oppor-
tunity of bidding for a total of
about $22,000,000 in new public
utility bonds next week, consist-
ing of two issues. i

Since this is the type and size
of offering which the underwrit-
ing fraternity really likes, it seems
certain  that . competition will be
keen.

The issues up for bids, unless
there is a change in the sched- -
ule, include Southwestern Gas
& Electric Co. with $7,000,000
of first mortgage 30-year bonds
‘on Wednesday and Potomac
Electric Power Co., with $15,-
000,000 of first mortgage bonds,
35-year maturity, on the same
day.

Southwestern Bell.

Market conditions at the time
doubtless will settle the question -
of whether 'Southwestern Bell
Telephone Co., will seek to sell
the entire amount of its contem-
plated $100,000,000 of new deben-
tures in one swoop or split it up
into -one or more deals. :

Just now, however, under-
writers lean to the view that the
comnany will seek a single op-

eration. But the deal is not im-

minent, and is ‘hardly ex-

pected before early April, so the
company will have ample time
to get the feel of the market. ~

Groups headed by the two firms
which have: vied steadily for tele-
phone business since the advent of
competitive bidding will be in the
field.

DIVIDEND NOTICES

rd

COMMON STOCK

On December 30, 1947 a quarterly dividend of
seventy-five cents per share was declared on the
Common Stock ‘of this Company, payable Feb- -
ruary 16, 1948, to Stockholders of record at the
close of business. January 22, 1948, Transfer
books will remain open. Checks will be mailed,

R. A, BURGER, Secretary,

AMERICAN
CAN: GOMPANY

| ELEVATOR
COMPANY

Common Divibenp No. 161
A dividend of 50¢ per share on
the no par value Common Stock
has been declared, payable Jan-
uary 29, 1948, to stockholders of
record at the close of business on
January 9, 1948. '
Checks will be mailed.

C. A. SANFORD, Treasurer
New York, December 30, 1947,

GOODSVEAR
DI“”DEND NOTICE

The: Board -of Directors
has declared today the fol-
lowing dividends:

$1.25 per share for the first
quarter of 1948 upon the $5
PreferredStock, payable March
15, 1948 to stockholders of
record at the close of busi-
ness February 16, 1948.
$1.00 per share upon the
Common Stock, payable March
15, 1948 to stockholders of
record at the close of business
February 16, 1948,
The Goodyear Tire & Rubber Co. B
By-W. D. Shilts, Secretary
Akron, Obio, January 5, 1948,

in Rubber
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Washington .. . '

Behind-the-Scene Interpretations
. from !lw Nation's Capital .

|
1}

B
11y

And You

, What you are now seeing in effect is Chief Buyer Harry S. Tru-
man for Democrats, Inc., laying in most of his 1948 stock of political
merchandise. For in the annual message to the opening of Congress,
and the forthcoming Economic and Budget messages, Mr. Truman must

stock up the goods which will sell®

or not sell. These will determine
awhether his management will be
continued by the stockholders
when they review the manage-
ment’s affairs in November,
Republicans, Inc., the compet-
ing shop across the street, unfor-
tunately is without central pur-
chasing. Each departmental man-
ager, the House or the Senate de-
partment, or even the head man at
each counter, tries to decide what
.he will sell. Thus there is the
spectacle of Speaker Martin of
the House department asking for
‘@ tax cut immediately and Senator
Taft saying, “no, no, let’s wait.”
* % &
For Mr, Truman, the business
is mostly made or broken in
_these three messages. True, he
can run in a special now and
then. He can even offer some
_mew baubles for the Democratic
_mational platform next{ summer.
©On the whole, however, his final
srecord” is made with what he
aslgs for now.
‘%
Republicans also for the most
- part will. make their own sales
.xecord between now  and July.
DObviously, however, they have a
.little more time leeway than the
Opposition. They also have a con-
_wention next summer in which to
stock up with the latest in politi-
.cal merchandise. And they also
‘have to select a Presidential can-
-didate, who will peddle his own
stuff.

Ed % &

Of the three messages, the
two most important are the
State of the Union and Budget
messages. The economic Report
is a kind of new-fangled' in-
vention which  will be ‘“on
order” from the mail catalog
.department only when the Pres-
‘jdent or the Congress reduce it
to the drawing board of spe-
cific legislative propesals. In
the annual and budget messages
one will read to see where Mr,
Truman stands on pending is-
sues, and what new issues he
may have added.

N 2
Congress’s new provision for a
mandatory wheat carryover of 150
million bushels isn’t going to
“cramp the Department of Agri-
"culture very much in feeding Eu-
rope. The particular provision
.carries an escape clause.- It per-

" Ed

mits the government to cut below

150 million bushels if, by spring,
- wheat crop prospects look: pretty,
‘good. This is about what the Ad-

ministration would do, anyway.

After the fuss about the $3 wheat

the Administration is too scared

anyway to risk’ meeting the 520

million. all-grain export goal if it

looks like a short. crop. '
* * £
That banks may be- getting
. ¢hoosy about loans in.the light
of the scare to saddle the sec-
ondary reserve upon them was
shown privately by an unex-
pected source. RFC’s business,
which has_been. limping along
behind the -lending parade, is
picking up. Many of the cus-
tomers with term loans are ask-
ing the RFC to please take over
since some banks don’t want to
string along. It’s a small trend
thus far, but indicative. The
secondary reserve idea, spon-
sored by Reserve Board Chair-
man, Eccles, is now a dying
duck.  Only Dr, Truman ‘can
save it, and maybe he can’t and
won't,

igitized for FRASER " *
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Senators concerned with ex-
tending the RFC’s life beyond
June are predicting that the ex-
tension will be made “with fur-
ther curtailment of RFC’s lending
power.” There is now doubt about
that curtailment. It is about as
difficult to define for' RFC what is

desirable and undesirable - com= | -

mercial business'in-the public in-
terest, as it is to define with par-
ticulars what are’good and bad
loans for commercial banks in the
present inflationary era. If RFC
were ‘only a private corporation,
its stock would be a good :long

‘|'shot buy right mow. :Some-of the

gentlemen -on Capitdl Hill think
they can wave the: legislative
wand, create a brand new cor-
poration complete with staff, tech-
niques and red tape, ready to go
to work -by June on long-term
foreign aid.  The longshot is that
they may find themselves play-
ing through RFC in fact or in dis-
guise, as well as through the Ex-
port-Import bank.

* " #*

A very real threat of limited
war between Russia and the
United States on Greek soil has
been averted or at ledst post-
pened. That, according to a
source which is competent even
though it must be unidentified,
is the significance in the Balkan
news of the last several days.

& #* *

Here was the Russian plan:
“rebel govern-
ment” was to establish itself on
Greek soil. The town of - Konitsa
was selected as the seat of gov-

-ernment. This was an ideal rebel

capital, because it was close to the
Albanian -source of - “volunteers”
for the rebel government and to
Russian munitions via Albania. It
was also convenient because a
rebel - general if necessary could
flee conveniently to Albania with-
out even waiting. to put on his
pants. A

With a putative government es-
tablished on Greek soil the sat-
elite governments then would
recognize Markos. The Red hire-
lings would not be embarrassed
further by American planes now
reporting troop and munitions
movements to the -rebels, but
would shoot them, When the re-
pellion succeeded in its farther-
away, real objective, the taking of
the port of Kavalla to be used as
a “Russian  commercial ‘and naval
base on the Aegean, then Moscow

“itself would recognize the rebel

regime—and move into the prem-
ises. '

In the meantime the United
States would -have been con-
fronted with the necessity of
backing up the Athens govern-
ment to ‘prevent this. It might
have sufficed to give abundant
material aid. On the other hand,
the U. S. might have had fto
send some troops “to guard sup-
plies and port facilities.” May-
be' also some American ‘GI's
would have to be dressed up in
Confederate uniforms and be-
come velunteers for the Greek
Army.

# *

* "

As a matter of fact, this is the
kind of war—if any—which offi-
cials -expect to develop between
Russia and the U. S: It need hot
be a full scale, billions of dollars

‘and millions of men affair. It will

be a jostling of Reds out of real

. Thanks,

or for food or for fuel.

a kind of five-year plan
lin’s, or a European TVA.
.. . Eg * &
“Undoubtedly there a
situations where we can
only we can help. Where
a surplus, I believe we s

lems.

. tion, of whether France
stance, goes Communist

the policies of her own

%

s Taft. " ¢

in a good cause.

Senator!

“ “Ag far as I can discover, much less than half of »
the sum asked (in the ‘Marshall Plan’) is for relief

“Most of it is to help build up European industry

like Sta-

re many
help and
we have
hould be

liberal in providing -aid wherever
we can see that such aid will have
a direct tendency to help these
peoples to solve their own

prob-

“But in the long run, the ques-

) fOIT, i,n'

i ... /. Robert A, Taft
Wil ‘des IS

pend, 90%), on the wishes of her own people and on
Government.

* . £ 3

“If it were proved to be necessary to extend aid to
Europe in the volume proposed, then we must rec-
ognize that our people have to pay the price both
in taxes and increased prices.”—Senator Robert A.

All these' things badly needed to be said: We
are glad the Senator again has taken up the cudgels

estate they attempt to swipe here
and there.
Ed * £

What went wrong with the
“Reds’ plans was that the “reb-
els” did not hold Konitsa. After
all its pretty thin trying to
recognize a supposed rebel gov-
ernment which even- isn’t- in
possession of a corner of the
real property of the government
it allegedly is rebelling against.
Then Britain backed up the
U. S. with strong warnings to
the satellites not to recognize
Markos. Subsequently the Ma-
rines were dispatched for a
dress front for the U. S. stand.

So now it looks like the Reds
haven’t got a camouflaged vehicle
in which they can ride for a
strong attack on the Athers gov-
ernment, And it looks like the
U. S. is clear of the threat of a
limited war, at least for the-time
being.

®, | %
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Red Russia figures directly in
the tentative :decision, ‘which
may be confirmed next week in
the Budget message, to build up
the number of military aircraft.
The theory is that the Russians
actually are afraid of the atomic
bomb. - It is the one Kkind -of
U. S. military power which
could be brcought to bear quick-"
ly, assuming the availability of
sufficient aircraft. Aircraft the
President would buy. Then the
Russians really would have the

* fear they now pretend. to have,
but don’t really have, of the
atomic bomb, so long as there
are not many planes to carry
them,

" L % 3 &
. Sentiment is building up in
Congress in favor of the Byrd
bill, which would combine all ap-

propriations into a single. supply

measure. What is behind the in-
creasing. interest in this proposi-
tion.is the awkward requirement
of the Legislative Reorganization
Act that Congress should attempt
by Feb, 15 to frame the limits of
expenditures and revenues. This
has directed Congressional atten-
tion to the subject of budgeting,
even if the Reorganization Act
falls far short of giving Congress
the machinery for budget making.
At present the details of appro-
priations are actually settled for
the most part by the Appropria-
tions subcommittees. When a sub-
committee has drafted its recom-
mendations for supply for a par-
ticular Federal agency, it submits
the bill to the full committee. The
full committee obviously is un-
familiar with the details. It makes
changes in total allowances or for
a few big items, but the run of de-
tails holds as proposed by the sub-
committee. Under the Byrd, bill
the subcommittees would continue
to decide the mass of details. The
advantage of this plan, however
is that decision on all big items of
supply would be held in abeyance
until they were all in. They
would all be decided at once,; and
in relation to each other and tota’
spendings. This would work in a
small way toward budgeting.
While there is interest in this
proposal, the shortness of the time
available for the session makes it
doubtful if it can be adopted this

year. It will. however, be ad-
vanced by the thinking about it,
toward enactment in another ses-

sion.

&* # *

Affairs of the Home Loan
Bank Board are likely to remain-
in a turmoil until well into' this

_year.. Tl
when (1) the membership of the
board has been completed and
confirmed by the Senate, and
(2) when and if the Board gets

members who can work reason-
ably well among themselves.
When John H. Fahey resigned
as Chairman, Nathaniel Dyke,
Jr., was scheduled to take over
and start .a program aimed at
expanding membership in the
Federal Savings and Loan In-
surance Corp., and boosting. the
savings and. loan business gen- -
,erally,. Then the White House
failed . to name: Dyke, and "ap-
pointed -instead as Chairman,
William XK. Divers, The latter
was an aide to Raymond Foley,
head of the Administration
housing brain trust. Eyebrows
will be raised in Congress over
this “threat to the independ-
ence” of .the savings and loan
system. i '

£ £ *

Believe it or not, the proposals’
of ‘the - Administration ~ that the
U. S. should encourage foreign

‘food ‘production was made with=

out an idea of what should be
done. Then the Senate got this
thing tied on to the the Republi-
can “anti-inflation” bill. Now the
Department of Agriculture is try- .
ing to figure out what to do with
it. -Special . brains have been as-=
signed to. work out plans. There
will be no “parity” for Argentine
corn, But it could be used to buy.
a big chunk of the Argentine corn
crop, by example. Whether it will

‘| so be used will depend upon Con=

gress, for this provision is one of

those things that must. first be

submitted te Congress. :
* *® #

Here is how “excessive spec-
ulation” could be attacked un-
der the Republican “anti-in-
flation” " “bill ‘for “voluntary
agreements.” The organized ex-
changes would be called in to
draft an agreement curbing
speculation: on terms agreeable
to the White House, the Attor-
ney General, and the Depart-
ment of Agrfculture. '

The . turmoil will enrd
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