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-No Magic Formula to
- Cure Inflation, Says
“George Whitney

President of J. P. Morgan & Co.
Inc. tells shareholders legislative
measures will - only . aggravate
problem : with further distortions
and black markets.  Says only
true remedy is greater enterprise
and greater production, with
more saving and less spending
by government and public. Sees
drastic deflation more dangerous
than inflation,

In his annual statement to

stockholders, . George Whitney,

president  of

J, P. Morgan

&  Co. 'Ine,

warned

against legis-

lation to di-

rectly control

inflation, say-

ing such de-

vices as wage

and price con-

trols, - alloca-

tion of com-

modities in

short “supply,

consumer ra-

; tioning and

George Whitney further  con-

trol over bank

credit would only lead to further

distortions and black markets. He

also warned that drastic deflation

‘measures are likely to be more

harmful and less subject to con-

trol than inflation. In the section

of his  statement dealing with
these problems, he stated:

“The great international prob-

lem is restoration in the war-torn

countries of the world. Even with

the most liberal interpretation, it
(Continued on page 36)
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Is Soundness of the Dollar Affected?

By WALTER E. SPAHR*
Professor of Economics, New York University

Executive Vice-President, Economists’ National Committee on
Monetary Policy

Dr. Spahr traces declining purchasing . power of dollar: and its

Government Bond Support Vital!

By ALLAN SPROUL~* J
President, Federal Reserve Bank of New York

Mr. Sproul, in reporting on banking and credit developments, dis-
cusses Federal Reserve policy in relation to support of government
bond prices. Asserts withdrawal of Federal support might bring a

effects. Holds maladjustments from inflation eventually hit all |“““pottomless market,” followed by more serious business collapse

groups. Proposes return to gold coin ‘standard as inflation safe-
guard, and characterizes our monetary system as circulating “dis-
honorable and dishonored promises to pay.” Lays much of infla-
tion to defective currency system and advocates reduced govern--
ment spending and removal of curbs on interest rates.
Currency depreciation in terms of goods and services is pro-
nounced in this country, and it has been relatively rapid since 1940.

The general cost of living at the end of 1947, as compared with the
average for. 1940, had risen some 65%. This means that at the end of

1947 the con-
sumers’ dol-
lars, in gen-
eral, would
“buy only 61%
as much as in
1940, thatitre-
quired $1.65
to buy what

$1.00 would|

buy in 1940,
and. that “the
consumers’
dollars h ad
declined 39%
in ‘purchasing
power . be-
Walter E. Spahr - tween 1940
> and 1947.

A study by a Congressman of
typical food prices in Washing-
ton, D. C., revealed that it re-
quired $2.56 to buy in November,
1947, what cost $1.00 in March,
1939 — in other words,; that the
consumers’ dollars, in so far as
those food items were concerned,
had declined 61% during that pe-
riod and that each dollar could

purchase only what 39 cents would

buy in March, 1939, :

In terms of wholesale commod-
(Continued on page 32)

*Ap address by Dr. Spahr at
meeting of the Mortgage Bankers
Association of America, New York
City, Jan. 28, 1948. .
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EDITORIAL

As We See It

World Politics in the Raw

In the battle of words which constitute at least a part
of the so-called cold war now being waged, the Administra-
tion at Washington opened a barrage last week of docu-
ments taken from the captured German files. These papers
have to-do with Russo-German relations from 1939, just
prior to the. outbreak of World War II, to the attack on
Russia by Hitler’s.legions in early summer. of 1941. To
many the facts revealed appear to have been extremely
shocking. To us these records merely exhibit a sordid tale,
the broad outlines of which any informed observer could
scarcely have failed to guess long ago. Why any one should
be surprised at anything in any of them is quite beyond us.

But their publication at this time should serve a
useful purpose. These documents now available to
every one the world over may or may not effectively
accomplish the evident objective sought in making
them public—i. e., to take the punch out of the propa-
gandistic efforts of Russia to convince the world (in-

cluding, perhaps, especially Russians) that “the West,”
under the leadership of Britain and the United States,

is bent upon class aggression and imperialism. They
(Continued on page 34)

STATE Aﬁg. MUNWPAL?
< BONDS :. : | cANADIAN

THE NATIONAL ciry BAnK |HART SMITH & €0,

Members

OF NEW YORK New York Security Dealers Assn,

52 WILLIAM ST, N. Y.  HAnover 2-0980

Bell Teletype NY 1-395
Bond Dept. Teletype: NY 1-708 New York - Montreal Toronto

than inflation can produce. Warns against deflation attempts by .
creating “‘a little depression,” but advocates changes in.present
“outmoded” bank reserve pattern. Says Federal Reserve can do
good job with present powers, and opposes increasing gold reserve
requirements of Reserve Banks and sterilization of ,gold imports.
In my capacity as sometime reporter on banking and credit de-
velopments there are two or three matters concerning which it might
be useful to say a few words. First, I know you are all interested

in Government securities and that most of your investment portfolios
&stul contain a ;

substantial

amount  of

these = securi-

ties. The Fed-

eral: Reserve

Banks, as you

know, also

have an in-

terest- in the

government

security mar-'

ket, and their

portfolio’ con-:

sists - entirely

of government

securities. For

a- long- time, Allan Sproul - .
and as late as

the middle of last year, our con=
cern for orderly conditions in the
government security market was
directed toward damping a ten-
dency: of prices of government
bonds to rise and yields to decline,

(Continued on page 48)

*An address by Mr. Sproul at
the Mid-Winter Meeting of the

New York State Bankers Asso-

ciation, New York City, Jan, 26,
1948.
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| perity and that at the same

- Causes of the

By HANS A, WIDENMANN*

Abnormal Capital Market

Partner, Carl M, Loeb, Rhoades & Co.
Members of New York Stock Exchange

Asserting

taxation of dividends; unfair capi
requirements and SEC regulations. -
philosophy.” -Urges amendment of
capital markets to accommodate the larg

The paradox of the preéent situation is that we h
time the country has been afrai

sion was ahead because the
earnings !
were there-
fore apt to
be transitory.
As far as the
stock market
is -concerned,
this has been
the prevailing
atmosphere
ever since
May, 1946.

In retro-
spect themar-
ket 'thas been |
wrong on this °
because  the
recession  in
business
which the market supposedly an-
ticipated ‘has not materialized
even today. In. a broader sense,
the market has merely been re-

Hans A, Widenmann

#An address by Mr. Widen-
mann given before the Conference
on Finance of the American
Management . Association, New
York City, Jan. 15, 1948.

new fax revision proposals.

investment market thas been cut to’ fraction of normal, Mr. Widenmann lays cause to double
tal gains taxes; excessive income’ taxes,
Attacks Administration’s easy money policy as an “anti-equity
Securities and Exchange Acts as aid in revitalization of the equity
e demand for industrial venture capital. Scores President’s

together ‘with severe margin

ave been enjoying a tremendous pros-
d it cannot last—that a reces-|

and that the good -corporate

economy was out of balance,
G

. flecting the fact that new equity

money requirements are running

1in excess of the savings of the

people and that as far as pre-

| viously built up liquid funds ‘are
.| concerned,

they = remained  re-
strained by the existing and

- | prospective deterrents to capital

investment and have been igoing
into -the  market in quantities
barely sufficient to absorb foreign
selling, = estate liquidation. and
such private placements as have
taken place. . This.is still the situ-
ation. and the. impediments 10
investment ‘and to the freedom of
the market place are a market
factor, just as much as the widely
spread feeling that maybe we .arg

ity is never going to be reflected
in stock prices and  therefore,
since we are already at physical
capacity, the market is not going

major move is going to be down.
In this kind of an atmosphere it
is obviously not geing to be easy

in a position where our prosper-.

to get anywhere and the next.

to ‘float any sizable volume of
new ‘equity issues, -and yet the
capital requirements’of American
industry . :are ~cnormous. In the
satistaction of these requirements
I'es hope—the.cnly hope-of a con-
Jinuation of the high level of busir
'ness activity and employment -in
the United States on
turn is pinned the hope for peace
in the world.
faced with a dilemma; behind a
failure to. solve it lies the threat

ernment spending .to. supply the¢
funds to keep the economy going.
for a recession such .as would be
brought about by :a failure to sup-
ply the capital privately would
presently be found to -be soeially
and - politically intelerable. ~ In
the return of wholesale govern-
ment planning which would go

of government spending, the

American enterprise system

would be ‘threatened, and so
(Continued on page 25)

What".s Ahead in Governmeﬁi

By, JOHN H. GRIER*

Bond Market?

‘ Viee-,Presic}ent, First National /Bank, Chicago

After reviewing prewar and -pos
of government bonds, Mr.. Grier
price levels at par or any other

might prove desirable to ‘withdraw supports.

Advises banks

savings bonds.

erly be preceded by a review
several years. Beginning in

twar fiscal policies with reference to interest rates and price supports

expresses view
Jevel. Holds there may

that Federal Reserve System has ability to support
be doubts of wisdom of this policy, and it
Sees difficult factor in possible redemption of $51 billion

not to get “tou-heavy” in long-term issues, and warns substantial

of the market

redemptions of National Debt may lower bank reserves.

A discussion of the probable outlook for the Government bond market should prop-

and the factors influencing it over the past

the early ’30’s the influx of gold coupled with deficit financ-

ing through
commercial
banks resulted
in a steady
expansion o f
bank deposits
and - reserves,
thereby forc-
ing interest
rates to.an.ab-
normally low
level. This
trend was
sharply accel-
erated with
our entrance
into the war
in December,
1941, as at that

John H. Grier

time the objectives of both the

Treasury Department and the
Federal Reserve System became

#An address by Mr. Grier be-
fore the mid-Winter Conference

A of the Wisconsin Bankers Asso-

ciation, Milwalkee, Wisc., Jan, 16,
1948.

We Maintain Active Ma
Abitibi Pow. & Paper
Bulolo Gold
Minn. & Ont. Paper
Placer :Development

Canadian ‘Securities

Department

to finance the war at the lowest
possible interest cost, to take such
steps as might be essential to
maintain an orderly government
pbond market and to provide the

banking system with the reserves

to absorb such offerings as were
not purchased by’ individuals and
other investors. These objectives
were fully accomplished as is evi-
denced by the fact that on our
total debt, which as of Dec. 31,
1945, amounted to $278,600,000,000,

i the average interest cost was ap-

proximately 1.965%, as compared
with 4.196% in August, 1919, at
which time we reached the peak
Tof World War I .debt. The com-
puted annual interest rate on our

present, national debt of about
$2£5 billion is 2.144%.

The Postwar Fiscal Policy
Following the successful con-
clusion of the war, the objectives

rkets in U. S. FUNDS for

'United Kingdom 4% 790
Rhodesian Selection
Gaumont-British
Scophony, Ltd.

British Securities
Department

GoopBoby & Co.

Members N..Y.Stock Exchange and Other Principal Exchanges

115 BROADWAY
Telephone :BArclay 7-0100

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

necessary to enable that system

of the Treasury Department and|.

Federal Reserve System naturally
became management of our huge
debt, and a fiscal policy desigrer
to prevent to the fullest poss.ble
extent undue inflation of .com-
modity prices and a decrease in
the purchasing power of the dol-
lar; conditions naturally resulting
from . over-monetization  of = the
debt. Had ‘we been successful in
financing a larger percentage of
our war expenditure through taxes
or direct borrowing from sources
other than commercial banks, we
would not in -all probab.lity have
been confronted with a situation
as unfavorable as that currently
existing. Unfortunately, however,
we did not do so but raised a
substantial: portion of the neces-
sary funds through the banking
system. : .

As of -Dec. 31, 1945 a few
months after the ending of the
war,, we find ‘that the ‘deposits
of ‘all banks in the country to-

_(Continued on page 42)
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He by SEC through its rule-making power under Rule X-17A-5. Argued

- |-attention of the SEC by our readers
"I approved those views. it » :
.- - Particularly, we condemn making available this infor-

Bank “and “Quofation " Récord=—Monthly, | ~-+

the rate of exchange, remittances for'for-|"

| TITLE COMPANY . |[[= =
CERTIFICATES i}l = s '
1| High Grade Public Utility and Industrial

N. Y. Title & Mtge. Co. 11
* Prudence Co. it

 WHitehall 4-6330 1

SEC Abuse of Small 'Deal:ers‘.v Is

Self-Made

~S-¢c'urilies Acts have no affirmative provision requiring annual filing
- of financial reports by broker-dealers. Requirement was effected

©* that if Commission can inaugurate the filing it has power to accord

' '+ these records confidential-treatment.  Failure to do so contravenes

public interest.

#%7 There has been widespread.approval and.support-of. our | -
.| position that financial statements filed by brokers and deal-

ers pursuant to a.rule promulgated by the Securities and

~{ Exchange Commission should receive confidential treatment
-at-the-hands of the Securities and Exchange Commission.

. :We have received a number of communications establish-
Ing that our editorial views on the subject have been called
to the:attention of members of the Congress and also to the
: who, 'in each-instance,

mation for the purpese of stimulating the circulation cam-
paign of a financial magazine. :

|7« We were pléased by the action taken by the Maine Deal-
"] ers Association. It called the attention of the Securities and

Exchange Commission to our editorial of Dec, 11 on this
subject and said, “We feel that this protest in the ‘Chronicle’
succinctly contains the objections that we, as an association
of dealers, have to the publication in any magazine of the
capitalization of dealers. We do not feel that information of
this nature should be used commercially.”

What has the SEC done about all this?

In response to communications addressed to it by our
readers. the Commission called attention to Rule X-17A-5,
and then drew the following conclusions. We quote:

“In general, all applications and reports required to be
filed by specific provisions of ‘the Acts administered
by this Commission and the rules and regulations
thereunder: are public records. “The obvious purpose
of requiring brokers and dealers to file reports is not
‘only to aid us in the enforcement of the Act but also
to afford ‘investors the opportunity to-dscertain the
financial responsibility of the firms with which they
do business.”

““Since, except as otherwise provided, these reports are
public records, you will appreciate that we cannot re-
fuse the publisher of a magazine access to them any
more than we can refuse any other persons the right
to examine them. Moreover, we have no power to
approve or disapprove, or in any way to restrict, the
use which anyone may desire to make of the informa-
tion obtained from our public records.”

< Are these financial reports of brokers and dealers pub-
lic records, the use of which may neither be approved, dis-
approved, or restricted?

The very rule to which the Commission calls attention,
to wit: X-17A-5, refers to the subject of confidential treat-

ment under its Sub-division 2 which cites Section 24(b):

“Any person filing any such application, report or doc-
ument may make written objection to the public dis-
closure of information contained therein, stating the

grounds for such objection, and the Commission is|

authorized to hear objections in any such case where
it deems it advisable. The Commission may, in such
cases, make available to the public the information
_contained in any such application, report, or docu-
. _ment only when in its judgment a disclosure of such
“ information is in the public interest; and copies  of
~ information so made available may be furnished to

... any person at such r-easonable-éharge and under such |

(Continued on page 40)
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‘Problems and Opportunities of Aviation

By RALPH S. DAMON*
President, American Airlines

Recalling commercial aviation goes back but two decades, Mr. Damon points. out its - failure fror.n.
' profits standpoint. is analagous to situation of other new forms of transportation. Says problem is
not success of .industry, but whether companies in commercial aviation  participate: in this success. .
.~ Lays industry’s losses. to oversupply. of equipment and .over-expansion of routes, and holds:-15% trans- .
.portation tax hampers air: travel patronage. -Concludes outlook is not gleomy, and. industry: hopes
: to lower break-even -point and-increase profit opportunities.

Air transportation is the concern of everybody in the United States. Schoolboys -and
housewives depend upon it for the quick transportation of mail. Business and pleasure trav-

elers depend upon it to travel from city to city. Shippers require it for speedy transpor-|
) atioa of parts :

...and materials.
Retailers have
eome 'to  ex-<
pectovernight
.deliveries “of
~many items,
~Andievery
"“"citizen: has-a
-stake ‘in. . the
*airline indus+
U try. ag a vital
~part of our
national de-

" {ense-. system.

But as: bank-
© ' érs you men
Ralph S. Damon have a special
. interest in the
air transportation system. Your
financial participation “has been
not an irsignificant factor in the
growth of the airlines, and it is
evident that your  help and con-
tinued understanding of .the in-
dustry’s problems and - outlook
will be needed for a long time to
come. ;

_Therefcre, I hope we can delve
briefly into the industry’s history
tonight, review some facts, ex-
amine some problems and arrive
at a few conclusions that will help
up to understand its problems and
opportunities.

Growth of Commercial Aviation

Commercial aviation is still
youthful—barely. twenty years old
—and st’ll. growing.” From $80,-
000,000 of assets ten years ago it
has risen to some $600,000,000 to-
day. It is an expandiag industry
whose gross income ten years ago
was $37,000 000 and last year was
1 $550,000,000. In both its branches,
domestic and international, it con-
sists of nineteen certificated trunk
airlines and sixteen feeder air-
lines serving 473 = communities
within the United States and 229
communities in other parts of the
world. And an additional 184 U. S.
cities are approved:for service but
not yet being served.

. It is a fortunate industry in that
it has had the youth and vigor

*An address by Mr. Damon be-
fore the Mid-Winter Conference
of the New York State Bankers
Association, New York City, Jan.
126, 1948,

rand. appeal to-permit. it to grow
| ¢o. much:and so fast.: Its failure to
“make, money: in, spite of these
|‘qualities is" reminiscent of -most
early forms of transportation. His-
tory :shows. that most of our canals,
toll highways, railroads, and their
respective: carrier companies pad
to face their days of reckoning.
But. ‘history - shows too that no
Jbasic new form of.transportation
in -the United “States has- failed.
Companies' and - individuals may
nave failed, but each new trans-
portation medium has gained pub-
lic acceptance, has broadened its
markets and has succeeded.

“The “question, then, is notl
whether air transportation willsuc-
ceed, but' whether the companies
and individuals in commercial av-
iation at any particular time will
oarticipate in its success. A new
form of transportation sucqegds
when it has its own unique utility.
The big utility of air transport 1is
its saving of time. Will thfe public
accept air transportation in great
enough quantity and in time to
make the present enterprises
sound and successful? If we do
a good job it will, for the Amer-
ican people are noted for_ accept-
ing readily a better devise or a
better service, whether it is trans-
portation, radio, electricity, ‘tele-
phones or motion pictures.

World War II dramatized on a
large scale the job that air trans-
portation had been doing on a
smaller scale in preway years. In
supplying global fronts vy1th phe-
nomenal speed and efficiency the
air transport services s_eemed to
accomplish the impossible. T"he
conseqguence was that flying
reached a tremendous degree of
acceptance on the part of the pub-
lic. during the war years, As the
war drew to a close, we in the
scheduled  flying business over-
estimated our ready-built market.
The boom we anticipated was
only partially achieved in the first
two postwar years. 'gl:ns was
partly due to the inability—un-
foreseen by many of us in the in-
dustry—of the fixed airway‘facill-
ities to handle a big traffic in-
crease. Airway aids were inade-
quate; air traffic control bogged

' down; passenger terminais were

"DORSET

. .. : Establisbed 1926

TRADING MARKET IN

T6 be _dlitrihnted on a share Efor share basis on March 1,
To stockholders of .

~ TEXTRON Inc.

Warn & Co.

"' 'Members New York Security Dealers Association

FABRICS

/

120 Broadway, New York §
Phone: REctor 2-8700
Tele. NY 1-1286-7-8

too small. The public, therefore,
was abused and :mishandled. Pasx
sengers often wasted time trying

ing to save lime. -They ' became
discouraged and stayed away-from
airplanes -in remarkable numbers,

Too Much. Equipment
In .our war-generated - enthusi-

purchase -of too-much- equipment
and have been going through the
disheartening - process - of . cutting
back :on those commitmen's. Ani
while the air transportation in-
dustry has continued to grow in
an orderly and healthy manner,
various . companies over-reached
themselves and have had to step
backward to let business catch up.
So I would list the biggest prob-
lem of air transport that of learn-
ing how to 'make money with the
business at hand. We have got
to keep selling the growth of that
business in an orderly manner,
rather than have each company
overburden itself with equipment
and expense to handle a volume
of traffic that does not yet exist.
Unlike some . older forms of
transportation. air transport has
shown a healthy and fairly steady
growth since its inception. It grew
during the depression of the early
30’s, when wother: busineszes were
subsiding, and even going into re-
ceivership; and it has grown since
V-J Day. In 1947, 13,200,000 pas-
sengers traveled on the domestic
airlines and 1,400,000 on the in-
ternational airlines. The interna-
tional increase over 1946 was 35%.
Domestically  this ' increase was
only 8%. But it was accomplisied
at a time when railroad and bus
{ravel declined. Figures for-the
full year are not’available, But
in the figst half of 1947, Pullman
passenger miles dropped an esti-
mated 45.5%; coach 36.5% and
bus 4.7%: In this period.air pas-
senger miles increased 10.15%.
In spite of traffic and revenue
increases, the industry as a whole
went deeply into the red in 1947.
(Continued on page 43)

{o fly, when they: had-chosen fly-

asm.most airlines announced -the |

economists -
- were the -Eco-
“nometric’ So-
ciety, the
Economic His-
‘tory  Associa-
tion' and - the
A m-erican
%' 'Marketing As-
- sociation,
- 1f this meet-
..ing can.be re-
# garded as rep-
resentative,
we can  look
forward in the
coming years
to .a growing
d e v elopment
of purchasing power economics
and a new drive against monopo-
lies, trusts and the concentration
of economic power.

Economic history reveals that
the work of economists today
often becomes the future eco-
nomic policy of the country.
Therefore, the meeting this year
was of interest to American busi-
ness in attempting -to forecast
future events, especially in view
of the fact that the authority and
influence of our economists has
grown steadily through the New
Deal and war years.

Max Wasserman

Decline in Importance of Govern-
ment Economists
. A contrast with the. Annual
Meetings of the Roosevelt period
was the decline in the attendance
and influence of Federal econo-
mists.  Out of approximately one
hundred members presenting or

“The -author is an economist
on the staff of the Office of In-
ternational Trade, U. S. Depart-
ment -of Commerce, and Visiting
Professor -of Economics at How-
ard University. The opinions ex-
pressed in this article: are those
of the author and do not neces-
sarily reflect the views of any
Federal Agency.

Telephone: LExington 2-7300
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Qilgens Borough Gas & Electric Co.
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Central National Corporation

ESTABLISHED 1927
22 East 40th Street, New York 16, N. Y.

Teletype: NY 1-2948
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Electrol, Inc.
Foundation Co.
General Crude Oil
DuMont Laboratories
Title Guarantee & Trust
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Seligman, Lubetkin & Co.

INCORPORATED

_New York 4, N. Y.’

Monopoly Conirols and Keynes'
Theories in Prospect

Economists Discuss These and Other Issues’
By MAX J: WASSERMAN* -~

Economist; -in..reviewing: recent: Annual, Meeting of - American-Ecor -
- nomic. ;Association: -at - Chicage,notes decline in importance ‘of -
government - economists.: with- fading .of " “New Deal.”” Analyzes
papers dealing-with:: American: Aid to  Europe; Economic Stabiliza-
tion; Working of Taft-Hartley Law; Monopoly and. Competition;’
" Patents;- Business. Concenlrati?n.-; and  Keynesian - Doctrines.
The economic theories of Lord Keynes and ﬁublic policy towards
monopolies-and . concentraticns: of * economic power. were .the .twe

principalthemes 'of. the - Sixtieth - Annual. Meeting of the ‘American
Economic' Association held-in Chicago, Dec, 28-31. ‘Meeting: with the

discussing ‘papers, but nine were
from ' the Federal 'Government.
This is due, in part, to curtailed
Federal - budgets which ‘prevent
government. economists, from: at-
tendings the meetings at govern-
ment expense; to the departure
from the Federal service of many
of the abler, more imaginative and
harder hitting economists; the de~

-sire of -many present day Federal

employees for anonymity,

The exodus of many top econo-
mists  from the: government re-
dounds to the advantage of busi-
ness and the universities, both of
which, and especially the latter,
displayed a renewed vigor at the
meeting. The consequences of
this shift may prove far reaching
both to the fulure of government
planning and assistance to busi-
ness and to the quality of teach-
ing and research in universities.
Above all, it will increase the lag
between economic discovery and
the application of these discover-
ies to the long-range and day to
day work of the Federal Govern-
ment, It may also mean that our
children will leave the universi-
ties economically less naive that
you and I did, J

The program itself this year re-

| flected the return to ascendancy

in economic thought of the aca-
demic, as contrasted with the gov~
ernment, economist. Nonetheless,
the program itself did not lack
luster and the attending members
were treated to more than one
brilliant paper. . One of these, pre-
sented by Professor Paul H. Doug-
las, President of the American
Economic  Association . during the
past' year, who has now returned
to the University of Chicago after-
serving in the Marines with con-
spicuous distinction, represented
twenty years of reasearch on the
laws of production, B

Professor Douglas and his asso-
ciates have verified for a long
period in American economic his-
tory and for certain British do-
minions and colonies, the theory
of marginal, productivity. Briefly
this theory, discovered by the
economists 'of the English Classical
School, maintains that the wages
of labor and the interest on capi- '
tal tend to conform to the output
of the last or marginal unit util-
ized. In general as the quantity -
of either labor or capital increases
relatively to the other, its earn-
ings tend to decline. .

This extremely able presenta-
tion, also, indicated the possibility
that the production of' American
factories .in the period 1889:1919
may have been expanded beyond
the point of maximum: efficiency:
with  reference to the plant in-
.vestment. Professor: Douglas’ pa
per shows ‘that' by ingenuity-an{
diligent work the laws of eco
homics can, in some instances, be
scientifically established.

Unfortunately, Professor Douge
las is -apparently no partisan of
the ' dictum 'of "the Historical
School, that there are no economic
laws which are universal in both
time and place. His paper. con-
veyed the impression that the
laws of economics are universal.
This point of view, I believe, runs
counter to certain readily avail-

| able facts. -

“Those laws of economics which

Direct Wires to PHILAD?LPHIA & LOS A‘NGELES

=

(Continued on page 28)
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Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

“Thie
State of Trade
and Industry

J

A moderate increase was noted in overall industrial output the
prast week 'with manufacturing operations generally scheduled at
near-peak levels,

Substantial ‘order backlogs gave promise of keeping industry
busy for some time to come and the state of employment and pay-
-rolls in keeping with high production held steady and high. Hudson
Mptor Car Co. experienced some labor trouble during the week, but
asice from this, very few labor-mangement disputes occurred. With
respect to the supply of most raw: materials, they proved generaily
adequate for current production needs. )

Returning to the matter of order backlogs, the January monthly
‘letter on ‘economic conditions of the National City-Bank of New
York has the following to say: ™ ; 4

.+ “Any inquiry into the outlook for 1948 should start:with recog-
nition of the momentum under which business is moving. The carry-
over of unfilled orders into 1948 is huge, and most industries seem
to have before them an accumulated demand for all they can make
-for a considerable time to come.” Premium prices for second-hand
‘offerings of steel, which many buyers willingly pay rather than wait
/their turn at the mills, demonstrate the strength of the steel demand.
In automobiles the position is the same, Recent awards of contracts

for new construction have been unseasonally high, and in conjunc-
tion with the housing needs indicate that another big building year
s in sight.
"‘T}}e public utilities are in the midst of an expansion program
which is necessary to meet the demand for service and to restore a
safq margin of reserve capacity, and the oil industry is in a similar
position; The railroads urgently need equipment. Farmers urgently
need machinery and have the means to buy it. On top of all this is
the demand from abroad and the strong likelihood that the export
surplus, while probably smaller than in 1947, will continue huge.”

“It is hardly conceivable,” states the “Letter,” “that a general
state of activity which is so strongly supported by demand for pro-
cfucers’ goods at home and abroad can change much in the near
future, for even if this demand should drop, the effects on produc-
.tion, employment and incomes would lag by a considerable time. The
fear that price and income disparities would end the boom, through
loss of purchasing power by groups whose incomes have risen less
than prices, appears to have subsided somewhat. These disparities
can be expected to make trouble when the situation is ready to tuin
for other causes. But on the showing of the past year the boom can
run on despite them. The lesson of.1947 is that confidence in the
. maintenance of consumer expenditures at high levels is justified ‘a3
long as sustained activity in durable goods and exports holds up the
income totals.”

 Papermill operations were’ scheduled last week at a very high
level and demand for paper and paper products remained large. The
.moderate decline of unfilled orders for paperboard was partly at-
tributed to'a decrease in new orders. However, the production of
paperboard rose nearly 9% to 193,150 from 177,964 tons.

Manufacturers of clothing reported a sufficient volume of orders
to maintain high production for several months. The output of ‘men’s
‘clothing was slightly below that of a week ago, but production at
.hosiery mills was steady and high with some producers reporting
24-hour work schedules.

" Inclement ‘weather in many sections of the country discouraged
some shoppers, but ‘stimulated ‘the demand for heavy clothing and
rubber. footwear. - A fractional 'rise in retail volume occurred during
the week. While dollar volume was. moderately above that of the
.corresponding week a.year’ago, unit.volume was: somewhat ‘below:
.. Basement departments continued to attract considérable ‘attention as
consumers sought low and medium-priced goods.

... There was also a slight rise in wholesale volume with total dol-
lar ‘volume moderately exceeding that of the liké week in 1947, Re-

‘tailers were generally reluctant to make long-term commitments

and some resistance to high prices continued to be evident,

Retail Buying in January Remains Brisk :
The continued high consumer demand for many goods including
men’s apparel, home furnishings and electrical appliances sustained
‘retail volume at a very high level during the first half of January.
Mark-down sales were not as numerous.as a year ago and price re-
ductions generally were small. The record Christmas buying of the
previous month reduced ' retail inventories considerably and the
usual year-end clearance .sales were limited largely to single items

or small groups of goods. : :

I Rdilroad Revenues Show Increase for December
-+ Railroad operating revenues of 85 Class I railroads in December,

194’7, increased .24.1% abave the same month in 1946, reflecting the ||

‘interim;increase of 8.6% in freight rates, made effective in October
et )i . (Continued on page 37)
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Observations . .
' By A. WILFRED MAY

Is Anything “The Matter” With the Market?

For many months now #n inner stock market circles as well as
among 1nvesiors gererally, the plaint has been voiced, “WHAT
IS THE MATTER WITH THE MARKET?”—on the ground that its
persistent dullness and decline are inconsistent with the prevalent ob-
viously bullish business and economic elements, and that they can
be justified only by a full-sized Depression.

To the writer this prevalent reaction seems
not only to beg the question that the market is .
behaving illogically; but also, and of greater sig-
nificance, to take it for granted-that the market
should always act in accordance with some basic
traditional fallacies. A

Ore of ihese fallacies is Wall Street’s insis-
tence on evaluating irdividual stocks, indusiries,
and the market as a who'e, on the basis of short-
term'outside factors even when such factors have
been in the past: proved to be. cyclical. = The
“investment™ as - well as the speculative com- -
munity still refuses to adopt the real investment
attitude cf evaluating the present price of a stock
as ihe: capitalization of earnirgs-and-income to
be reasonably expected over the life of the in-
vestment; : § :

Instead a large part of the financial world still concentrates on
forecasting the outside economic or industrial conditions, under the
bland assumption that somehow the price of “the market,” or indi-
vidual securities, will automatically follow their course with pluses
or minuses—irrespeictive of how temporary such conditions may be,
and without any thought whatever as to the amount of realistic in-
vestment return that can be expected.

A. Wilfred May

Betting-on-the-News and Market Distortion

It is this betting on short-term events, investing in news rather
than in values, which- gets to a reductio ad absurdum of long estab-
li-hed companies halving or doubling their market prices within
24-month periods; and brings about. bull market fever of buying
stocks at any price, if only the news be good enough.

This is a sort of wholesaler-to-retailer technique wherein the
buyer assumes that some less well-informed “sucker” will later take
the stock off his hands-at higher prices after better business has
arrived; or conversely, a seller hopes that coming so-called “bearish”
news will cause the more slowly-informed later to sell it back to him
at a too-low price—that is, below its permanent investment value,

Thus it has became axiomatic, if fallaciously so, that “the market”
will go up and down with the news—perhaps ahead of it as “a barom-
eter,” perhaps on occasion like a registering “thermometer.” But the
correlation “with events ‘of relatively short-térm effect is main-
tained- throughout; a sort of glamorous medium for betting on the
future course of events ranging from the oncoming of war to the
rate of steel production.

Thé Market's. Perversity Toward the Boom

Thus it has come about that those who, with great insight, cor-
rectly foresaw the 1946-47 economic situation of unprecedented peace-
time industrial activity and resulting profits in the corporate till,
revertheless are.amazed as well as annoyed to find themselves
now out on a limb and out-of-pocket. triumphant in their- business
predictions, but with the.market price structure fallen away' instead
of raised “in:reflection of the boom.” ;

Now: the writer- is ot expressing any opinion on whether the
market .will rise or fall from these levels (nor does he as an investor
knowor care); but is merely offering the. thought that the market’s

(Continued on page 49)
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‘Oscar Stass Now With
Barclay Invesiment Go.

CHICAGO, ILL.— Oscar, Stass
has become associated with Bar-
clay Investment Co., 39 South
LaSalle Street. He was formerly
with John J. O’Brien' & Co, an
Wayne Hummer & Co. !

Because of his ‘connections in
Chicago with ~various investment
conicerns, exlending over a 25-.
year span, Mr. Stass is well-know,
on LaSalle Street.

Richard R. Schlichter has also

1 Joined the firm'’s staff,

i | Redemplion of City of
§ Brishane Bonds

‘ } Holders of 30-year sinking func
|

5% gold bonds, due March 1, 195,
of the City of Brisbané are being
notified  that $94,000 . principal
amount .of these bonds have been
drawn by lot for 'redemption o
March 1, 1948 at 100%. The bonds
will be redeemed at the head of-
fice of The National City Bank oi
New York, \

Fanger With Geo. Eustis

(Snecial to THe I.TINANCX\L CHKONICLE)

CINCINNATI, OHIO—John C,
Fanger has become as;ociated with
Geo. Eustis & Co., 18 East Fourth
Street, members. of the Cincinnati
Stock Exchange, In the past he
was with Don D. Kuemmerling,
I Merrill Lynch. Pierce, Fenner &
Beane, and Westheimer & Co.

Charles L. Uhlhorn Joins
Schweickhardt, Landry Staff

(Special to THE FINANCIAL CHRONICLE)

NEW ORLEANS, LA.—Charles
L. Uhlhorn-is now associated with
Schweickhardt  Landry & ~ Co.,,
Hiberria Building.
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Donald M. Gally With
zl\ G. Becker Go.

(Speeial to THE FINANCIAL , CHRONICLE)

CHICAGO,. ILL.—Donald M.
Gally has become associated with
A. G. Becker & Co., 120 South
La Salle Street. For many years
Mr. Gally has been manager of
the investment department of the
Central Trust Co. of Cincinnati.
Prior thereto he was with Domi-
niek' & Dominick,

BOSTON

B:M

Boston & Maine RR. .
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T, raded in Round Lots
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Inﬂatxon a

New Deal Blundermg

BY JOHN W. HANES*
President, Wachovia Bank & Trust Co., Winston-Salem, N, C
Former President, American Bankers Assoeiation
Prominent banker lays present.economic ills and inflationary pres-
sures to New Deal policies dating back 15 years.. Lists steps taken
since 1932  which have expanded unduly government activities
and added greatly to gevernment expenditures, thus creating cumu-
lative inflation forces. Attacks President Truman’s tax proposals
as accelerating dearth of investment capital and says proposed
additional government controls would handicap. functioning of free
enterprise. Holds government “managed” currency an illusion, and
scores abandonment of gold standard. ;
Never has there been a. time, either in your lifetime or mme
when so many difficult problems. confronted the-American people

| Never has there been: a time when there was greater confusion ‘and
more uncertainty as to the course we should pursue, both in dealing

Product of

| with grave

international

| problems and
| 'with domestic
| questions.

It is discon-
certing, to say .
the least, " to
learn from .a
recent ' Gallup

"Poll . that only "
four. people
| ou't of

ten.
know: what
the - Marshali’
Plan is'about,
and that -only
one out of ten

" John W. Hanes
can - even' be- !

.gin to' define what the Plan is.

Of ‘one thing I am certain. It
is now the plain duty of each and

“An address by Mr. Hanes be-
fore the Rochester Chamber of
Commerce, Rochester, N. Y., Jan.
26, 1948,
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every, one of us to study the 1m—
plications of these grave pwblems

and to take a hand in their solu=|.

tion." "I -am" happy .to:come -

0
Rochester as a part of this process’’

"of diseussion and to think ‘out koud
with you—as. it were—and do' -y

our national ' finaneial ploble
into clear focus. - -

The situation'is much too rav
to approach these problems:in:a
partisan spirit.’ One ‘of the diftiz

culties; we now face. is-that:we:|

must “try ‘and’ find ‘solutions:in;a"
year like 1948, when polltlcal con=
siderations take the hmehght

Both' Republicans and. Democrats |/

alike . are ‘too: inclined to deal iin-
personalities and not in . prmch-,
ples. The result is that' we ‘lose
sight of the basic factors.in:the-
problem itself. - It has been said
that we are in the midst-of:a cold'
war;-it is unfortunate. thatif has:
to be fought in- the midst: of a
hot political campaign.

Difficultits Due to Past Mistakes

The key to ‘the difficulties of
our present fiscal situation ‘lies
far in the past. We are confronted
with the econsequences which have |
arisen ' from reckless -and - loose
management of our fiscal policies
for 15 years. Both before the war
and during the war we utilized
every device to escape unpleasant
reality -and to postpone .the grim
results which were bound .to be
the certain aftermath of such a
eourse.

From 1933 down to the present
day we have been .temporizing:
with iflexorable facts. We-have
passed - one law after another,
seeking pohtlcal solutions " for,
problems economic in their ougm
With the fears engendered. by: the:

1929 deflation- dominating - pnbhc i

psychology, we began-a series.of,
expenments designed to ::spréad-
publrc purchasing power.’ " To
raise prices by ‘creating artxflcxal
scarcities. To-take, “if “you will;
quarts out of pint bottles—all in.
the vain hope that government,
somehow, could defy the laws of
economics, .

I would like - to cite some of

" (Continued on page 51) °
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‘part to bring the'fiscal aspects-of|:

‘them " and, we. never: even had a.
; ] }rreparable harm.

.myself oppese UMT are strong’for

'be , realistic, not . hogwash
vwho oppose UMT are not pacifists,

¢ |victim: of . the pacifists.
‘we want.to be strong, but UMT
-doesn‘t contribute a damn thing to

‘weakens us and it’s a half-baked

:‘scrtptlon to be part of..our nationa}

‘was; grven in' 8 to. 13  weeks and

‘gram

common stock.

Since 1936, all debt and -preferred
stock retirements equalled $1453 per
common share.

Present drilling operstions by. Mag-
nolia- Petroleum on this corporation's
substantial holdings in Beauregard
Parish, - Louisiana, have interesting
possibilities,
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Letter to the Edztor

Answers Pnedman on
-~Military Training

Col Sol Paul Firk helds proposal for :universal ‘military training
is phony propaganda and vill not contribute to defense. Says
Swiss plan is ineffective. ;

Editor, “Commercial & Financial Chronicle”:

It is very: interesting to notice
his article in the “Chronicle” of
UMT by elaborating about other
aggression, break pledges re: houn

pose existing ®

govern -|.

_ ments, destroy
free elections,
shoot and
‘hang their op-

. position  lead-

“rers, - This by
the others,
“NOT WE.”

" - Well, ‘don’t
"look  now, ‘but

. every eone of

.the nations

~iyou would ae-

-‘use. of -doing |
these- - things,

Sa a0 lyouknow, the

S others, “nol
have or had UMT in peace=
They called it by, eother
‘They- didn’t: séem 10 gei| -
secunty by havmg UMT, and look
at‘us,» more. 'secure than. .any-: ot

OMT' to protect us.:
Now, .Mr, . Friedman; whv X
up’ your .argument’ with-paeifists?
‘A'red ‘(pardon’ me)- herring - per-
haps?.". - Most. of" those . who - like

national aefense, but, it's got.to
We

it is,you who are ‘the unconscious
Qf course,

that - strength.  If anything, it
program, serves-no real national
seeurity purpose; it’s un-American
by ' tradition and ' Fascist under
present-day standards.

It  cannot fill the manpewel
shertages now . existing -in the
army because it’s not part of the
énmy

It ‘would .take from- the army
Za ;000 officers and. 102,000 enlisted
men-to carry out the UMT. pro~
gram- {Army figures), thus drain-
ing';awdy ‘more ~manpower 'from
the already short army. .

The perxod and type of training
is’ totally ‘inadequate as the Army
has testified, but they. are w1llmg

‘take anything: as a compromise
and’“to ‘get’ the principleof con~

contemplated program of
tr: "'rung is one that in wartime

thxs was quite an eff1c1ent pro-

Even if in five years 4,000,000
men ‘went: through the program
and ‘an emergency or war arose
you. could not eall- 1,000,000, not
alone 4,000,000, men to'active duty
at ‘once (the way the propaganda
says you could) because we
couldn’t even house our present
army ‘if .they were all to be re-
turned to the United States with-
out launching a big camp building
program. )

-would "have- fallen'. 1, 2, 3.

that Mr. Elisha M. Friedman, in

Jan. 15, points out why e need

“NOT WE” who commit acts of
darles employ fifth columns de-

As for equipping them with
modern weapons and  equipment
aside from rifles which organized
uhits would need—well, your pilot
plants could expand, but it would
take a long time to get enough
production; !

As for using these men; the or-
ganization work of assigning them
to -established reserve units or to
newly organized units would itself -

take months before they could ac-. '

tually start to train as units.
Even' if:-they

pletely tramed and equ1pped how
are” you' expecting - to ' transport
théem andtheir supphes and how
long will that take :

All this -hullabaloo ;about’ UMT' "

is phony. propaganda, will. provide " : =
people like you, with. a false sense. -

of security..and:do. our country .

. Now for‘the Swiss argument If "
any. of thé ‘warring nations want-
ed to’ take ‘over: Switzerland; she
-~ Her
men- patrolling bridges, etc. -etc,
with ‘their spitball'weapons, could
not defend the eountry 10 minutes.

" Switzerland happens to be very
conveniently located to provide a
neutral passageway between all
European combatants. She served
a definite purpose for all sides,
just as she sells munitions to any
sige that can come -and get them
and pay for them. Her -interest,
for instance, in the ‘last war'was
conveniently neutral and profit-
able and perhaps if she had the
vaunted strength you give her be-
cause of UMT she would have had
the courage to do right instead of
trucking with the.Nazis, the Fas-
cists, ' the ' Communists and any-
body else who had: money or: val-
uables ‘to - deposit: with - her for
safekeeping or t0. buy from her.
Switzerland: is -a.republie, but, I

am. afraid-.that’s spiritually ; and ..

militarily the Swiss were not only -
unplepared but unprmclpled as
well, >

/I do-not want to take up- the
posmve approach to_national se-
curity-other ‘thanto say that what -
we need . is-‘a 'striking. force : in
being - that ‘can -really‘reach out
and strike: back . in 'a’ matter of "
hours, not months. ‘Nor do I.want
to .take up the new' concepts de-
veloping ‘out of ‘atomic warfare,

ete.
: S. P. FINK.

1182 Broadway.
New York, N. Y.
Jan. 16, 1948.

Editor’s Note-——Colonel Fink has
informed t.ae “Chronicle” that he
will shortly send along an article
elaborating on his reasons for op-
posing compulsory mlhtary train-
ing in peacetime.
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From Washiﬁgton

Ahead

hope ‘to ac-
complish - and
the comment

of the editors!

as to whether
they will be
- able to ac~
.. complish it or
not. ;
“7"" Under the
circumstances,
nothing ean
be more
meaningless
than whether
they succeed
in cutting the
budget five
billions or
- 50! eents, In the end we" are go-
ing ‘to find, government expend-
itures: more thanthe budget, not
less. ¥y

The country is in a spending
mood and nobody has caught the
gay spirit more than the Bureau-
crats.

Consider the blandness with
which “Cap?” Krug comes' forward
with a request for a $9.billion
program to- make oil out of ‘shale
and ‘coal. We are experiencing a
fuel shortage.’ People are quite
~annoyed. about. it. = So why not
spend”$9. billion to'set up'a syn-
thetic fuel industry? :

Only -a few days previously, a
Presidential committee;  which 1
have ' previously. mentioned, re-

Carlisle Bargeron

"+’ 'ported- unblushingly, quite as it

it ‘meant nothing: at" all; -that” $15
billion’ ‘additional; above present
military outlays, should be appro-
priated" for military aviation. -

.~ Senator Wherrv, a Republican
stalwart,” was telling a group of
close friends :the other:day, that
he was’ just about -prepared - to
throw ‘up the sponge. ‘Expend-
itures: proposed: by ' Republican
programs alone, for: health, edu-
cation, housing, will run into the
billions,. he pointed out, -

The expenditure involved in the
pending- St.. Lawrence Project,
would ‘run over a: billion before
the story is finally told; yet itis
doubtful if this alone'is a serious
consideration- of the Senate.

The only . expenditure which
seems really to have provoked the
man in the street is that which is
being made: to satisfy a Truman
whim; the erection of a balcony
on the south. side of the Whitz
House. This expenditure doesn’t
have so many ciphers- on it so the
man_in the street can compre-
hend: it: : :

Incidentally, . the = Republicans
have just increased the retirement
benefits of government-employees,
Both Truman and Altmeyer, the
Social ‘Security “head, are press-
ing for increased: -old- age- and
;survivors payments and’the- “ex-
tension” of ‘social’ security cover-
age. ; ; ; y
... Last, spring ‘and" summer; this
writer - worked’ with .the House
Appropriations” Committee  trying
to-effect’ economies’ in" the’ gov-
.ernment. 'The House did- a right
»courageous . job,  notwithstanding

.:that .the “press: nowhere seemed
‘to be‘in favor- of -economy: : They
were for it as:a.general term; but

% :they ‘pounced. on. practically” ey-
i jerything. the ‘House. did. . /.

‘The Senate, under pressure, put
so much: of: the. House. reductions
back:in the bill;"and there'was so
much. maneavering with:methods-
“of bookkeeping that' me- man
‘could' say just-how-the: President’s
budget - was: -reduced.: +"Anyway;
-whenyou total up the fiscal .year's

*'expenditures you ‘find - that - re-

gardless: of what:was: doné¢ to the
budget - by  Congress;- more- was-

gitized for FRASER
p:/lfraser.stlguisfed.org/

By CARLISLE BARGERON

Just about the most futile stuff which one is likely to read in
the newspapers these days has to do: with meetings of the House and
Senate appropriations leaders: to discuss: how' much they should try
to cut the President’s budget. and- their statements of what they

‘1.25%. -~

of the News |

i S s e S sird i

spent that Truman had originally
asked for. '

This year, just as last, -the
House committee has some 30 ac-
countants, researchers and the
ilike, loaned by  Chambers of
| Commerce;.by industries and the
like,  .again- honeycombing . the
government . bureaus trying to
save money. It must be disheart-
ening to these fellows tosee thz
results.

A penny saved here is offszt by
an . outbreak of . spending -else=
where,

Now on the synthetic fuel in-
dustry for which “Cap” Krug. has
asked for- a. little pocket change,
it so happens'that-the coal:.indus~
{ry moved in this direction: mora
than a: year ago.

Pittsburgh Consolidation, out in
Pittsburgh, has the construction of
a pilet” plant to extract oil and
gas from coal well underway and
it is my understanding that they
expect to-be in production ‘before
the year is out. They've budgeted
several hundred. millions for the
work. By S el

Unquestionably: the coal “indus-
try is quite alive fo the possibil-
ities. But. it.would be' much bet-
ter to have *some:’ bureaucratic’
meddling. - Undoubtedly,  “Cap’s’
great: fuel project. would: be: gov-:
ernment .controlled. ", . L

Aldrich Looks for

'y & s N
Higher Interest Rates
At ‘meeting of  stockliolders - of
Chase National Bank, theChair- -
man: states recent increase. in: re-;:
serve requirements ‘will-tend: to
“accelerate: upward. movement in -
bank lending rates.

him at thé annual meeting: of the
stockholders of the Chase National
Bank' on' Jan. 27, Winthrop W.|
Aldrich, . :
Chairman
of the Board
of Directors,
expressed the
view that the
upward trend
of interest
rates charged
hy commercial
banks will be
accelerated by
the recent: ac-
tion of the
Federal. Re-.
serve Board in
lifting the cash ; k
reserve W. W:"Aldrich
against depos- ;
and’ Chicago: from' 20" to '22%.
“Generally speaking,’” Mr. Aldrich.
remarked, *“the" trend ‘of*interest,
rates is upward,”. ‘and'thestep’ of
the Reserve Board.to: increase re-
quirements ' to 22%," from:20%; i
“will tend to increase“the’ upward
movement,”. Mr. Aldrich also-ex-|,
pressed "himself - as . “substantially: |
in . agreement” with ‘'the - higher|
reserve requirement, ‘. oo % v
In" reply: ‘to- another: question, |
Mr. ~Aldrich: stated “THe  Chase |
National ‘Bank. has' not .adopted |
any minimum rate for loans:*Thé
‘bank’s: policy- is' to: set: the taté: at
the time a' loan 'is. made,’ and|:
added, ‘I don’t think we want.to

any minimum rate.”. <
. ‘Mr. Aldrich estimated that busi=
ness: loans- averaged. 1.97%" and}
loans on: securities- were- at-about

In response to a question  put to/

‘probably
~|one gives up power willingly.
its of member banks:in New .York]|'

beé “concernedwith the fixing. of |, ) :
- *Remarks by Congressman Buf=-
fett at. panel: session: of National| |

- Gold Standard as Government $

By HON. HOWARD BUFFETT*

U. 8. Congressman: from Nebraska

pe:i.ding Check |

Asserting only way currency deterioration can be battled is by restoring. control over public purse,

Congressman Buffett argues citizen’s right to own gold is only possible effective offset to inflationary

pressure, as this will enable those who supply public treasury to fix' limits on its outgo. Says a cur-

rency redeemable in gold on demand is right on which all' our freedoms ultimately rest. Furnishes
statement of increase in government payroll,

Before coming to Congress in 1943, I spent 16 years investing other people’s money,
a disciple of the capitalistic system. That results in being

and:I-was then and am now

rather-lonesome at times in Washin

gton. I assume that there is general agreement here on

the existence
of highly in-
flationary
factors in our
economy. Also
I assume that
there is gen-
eral agree-
ment “on the
paramount
importance of
ending deter-
doration of
our’ ‘currency.
It ‘will be
my  endeavor
lt”gti}}'?lw t‘ghghg Howard' Buffett
gold coin :
standard -is politically the only
possible method' of ending mone-
tary deterioration.. I came to this
conclusion ‘the hard way. During

.my years in Congress, I have ex-

amined many propesals calculated
to bring soundness into the na-

‘tion’s' fiscal ‘affairs.

You are-familiar with manyv of
those / proposals: - That a fixed
amount of revenue be used each
vear for debt reduction; that leg-

Islation. be adopted prohibiting

Congress from: appropriating more
than. anticipated revenues; that
10% . of  revenues be set aside for

;| debt- reduction, ete. These pro-

posalsiall have. a fatal weakness,

| the nature of which ithis: discus-
.| 3ion may make clear. "

+ The only way eurrency deteri-
‘oration’ in-America can be halted
1is by :restoring. control over: the
public purse-to the producers of
wealth. ‘The only effective weap-

‘oni for that control is the right to

own gold by the! citizenry at large.

Parallel’ Between Business and'
Polities:

There is a parallel between
business - and - politics: that may
help you visualize the political as-
pects of this problem.

In business a concern is organ-
izedito' make profits. If it.does not
make profits, it goes out of busi-

/| ness, - If you were. to take a prod-
uct toa: businessman and say, this
|item'is splendid for the customer,
| but”you will have to sell it with-

out profit, and the loss'may be so

large .that it willl put 'you out of
1 business—why,
| short. consideration. by the cor-

you would get
poration ' official.

Business must
have. profits. :

1. In politics votes have about the

same" vital importance that prof-

|its’do in business. That situation

is fdar from ideal, but it exists,.
because generally: no

And so because those gaining

Dpublic office usually endeavor to
.make’ & career of office-holding,

votes: have the same importance
to.them' that profits dQ to:a‘man
in business. . .
Perhaps' right' now you are say-
ing. to: yourself, “That’s just: what
I have-always thought. The pol-
iticians' are " thinking of votes
when they ought to think about
the welfare of the country. What
we need is a Congress with some
‘guts. If we elected’ a.Congress:
with: intestinal fortitude, it would
stop the spending all right!”
I.went to Washington' with' ex-

Industrial Conference Board, New
York City, Jan. 22;.1948.

actly that belief. I would still like

to hold it, but I am afraid that
when the power of the people to
exercise control over'the public
purse by the gold redemption right
was- ended, the Congress was de-
prived of the strength from the
people essential to the mainta-
nance of asound: currency.

Suppose you had an economy-
minded: Congress right today, and
that for 1948 it would cut drasti-
cally ‘all large-scale ' spending,
whieh is mostly made up of na-
tional defense demands, the Mar-
shall Plan, the veterans, ete——do
vou think that a: majority of those
so- voting' would be' re-elected—or
would you see: many new  faces
come'in, much further to the Left,
politically and' financially, than
the present membership? I won’t
try to answer that question di-
rectly, but I hope that this:discus=
sion: may give you some idea
about it.

You recently heard the Presi-
dent’s message, or- at least you

heard" about® it. It almost made|

Harry Hopkins' in memory look
like” Old" Scrooge himself. Tru-
man’s  “pie-in-the-sky”' State of
the Union message  was probably
perfectly  logical under a man-

aged currency system. So far’as.

he- is' concerned, his continuance
it public office depends upon tha
purchase of sufficient political al-
legiance. And as' that goal re-

:quires more. dilution of the cur-
rency, probably he can persuade
thimself - that' the. Republicans
would do the same thing if they
had’ the chance. And' he might
be right about it at that!

So you are counting on Con-
oress to stop ruinous-inflation, but
Congress is no-longer strengthened

by the bulwark that compelled or-

thodox financial methods prior to
1933. That force was the right of
the American citizen: to have cur-
rency redeemed in gold.
Congress is: constantly at - the
merey- of minority groups seeking
free . benefits from the  publie
treasury.  .The power of thess
blocs stems: out of the fact that
their-bloe-votes can represent the
balance of power in almost any
Congressional district: :

No Effective Restraints on
Issuing New Money
With no effective restraints op-
erating on the issuance of new
money, tlje way has been opened
for these minority groups.to play
oné party against. the other, and

‘even . play the Executive Branch

against the. Legislative.

Despite much general discus-
sien; little' factual data has been
revealed about the ' growth of
these’ pressures for spending: and:

handouts: And. in passing, please |

note that we are only discussing
domestic pressures—not the over-.
seas alien governments who de-
clare they will go “Communist”
tomorrow morning if Uncle Sam
takes them off his free support
list. A book could be written on.
that aspect of our current plight.

On June 30, 1932, there were 2,-
196,151 people receiving regula:
monthly checks from the Federat
Treasury. On June 30, 1947, this
number had increased to a total
of 14,416,393 persons. This 141
million' figure ‘does not include =
couple of million receiving eithes
temporary unemployment bene-
fits or soil conservation benefi%
payments. However, about’ two
million G.I’s - are ‘included whe
are going toi college or getting on-
the-job training. ;

Leaving them out, the payroll
list. is about 121 million or 606%,
of what it was in 1932. At twe
votes per payrollee, this' monthly
outgo could'account for 25 million
votes.

Besides these 14 million vot-
ers. who, receive a direct checl:
each month from the public treas--
‘ury, there are the. beneficiaries o%
temporary payments and also o
large number-of State, county, and
local employees who. have a: direc®
financial. interest in-Federal. subs-,
sidies. and. grants-in-aid to.State
and. local ‘governments. There it

no way of estimating the numbex
of school. teachers,  county = anct
State employees, ' ete., in this
category.. Beyond those on. the
regular Federal payroll, there are
the multitudinous  groups regus-
larly promoting special benefi%
legislation. :
Nothing occurs more frequently
in political oratory than the prom-
ise to achieve “a drastic reduction
in unnecessary governmental ex-
penditures,” The difficulty comes

‘when the action is attempted. To

every beneficiary, Federal spend-
ing is his bread and butter, and he .
usually can and will spend full
time if necessary to maintain his
governmental. meal ticket. -Dol--
lar payments to individuals by the
government are estimated at over
21 billions for the next fiscal year.

On the other side of Congress iz
the taxpayer who foots the bille.
Unlike the tax-eater, he cannot:
spend full time to get Federal ex-
penses reduced. The office-holdes
in the middle generally responds
to whichever element puts the
strongest pressure on him.. Actu-
ally perhaps he must do so.

Why have I detailed this pres-
sure group problem at length?
Simply because it gets at the core
of this problem-——the inability o#
Congress to- effectively stabilize

(Continued on page 38)

120 BROADWAY'
Telephone WOrth 40076

Announcing the formation of

5 4 A v Qe
B. L. TAYLOR 11X & CO.
Members New York: Stock  Exchange and
New' York Curb Exchange (Associate)

B. L. TAYLOR, III
LESTER S. GREENWALD

SEYMOUR N. SEARS, JR.
Member New York Stock Exchange

NEW' YORK 5
 Teletype NY 1-2427




8. (492)

Thursday, January 29, 1948

THE COMMERCIAL & FINANCIAL CHRONICLE.

Utility Securities

L Public

North American Company
Harold H. Young, utility analyst of Eastman, Dillon & Company,

has prepared an interesting eight

-page analysis of North American

Company. In compliance with the Holding Company Act of 1935,
the company in 1947 divested itself of its entire interest in Cleveland

Electric Illuminating through &®

stock offering to its own stock-
holders, and by several dividend
distributions disposed of most of
its interest in Potomac Electric
and Wisconsin Electric.
it still retains full control of the
largest system subsidiary, Union
Electric of Missouri, The stock of

this company, Mr. Young esti-|

mates, is worth about as much as
North American stock is now sell-
ing for, despite the fact that'North
American retains substantial
other assets.

While North American has had
a conservative and successful rec-
ord of managing and financing its
subsidiaries since incorporation in
1890, it was compelled by the re-
quirements of the Utility Holding
Company. Act to divest itself of
certain operating subsidiaries,
merely because they were scat-
tered ‘geographically.

But North. American, in addi-
tion to its directly-controlled op-
erating subsidiaries = (now re-
duced . to  Union - Electric), - also
controlled . two  utility . holding
companies, as well as an' impor-
tant coal company and some other
interests.” The holding companies
were Washington Railway & Elec-
tric and North American Light &
Power. The former was dissolved
late “last ‘year, -leaving North
American with a: substantial in-
terest 'in Potomac Electric (now
distributed) and Capital Traction.
North American Light & Power,
after some years of litigation, now
appears to be.close to dissolution;
while the final plan has just been
appealed to a higher 'Federal
court (with respect to the amount

However,

at this stage the plans of the com-
pany have not crystallized and no
program has been presented for
the consideration of the SEC.”

What is the “break-up value” of
North American’s entire portfolio,
assuming of course that the com-
pany is broken up? Mr. Young
estimates $26.50 a share.
riving at this figure he capitalizes
Union Electric (well over half the
total portfolio value) at about 14
times earnings, with a ‘modest
amount of market seasoning as-
sumed. This would make the stock
worth nearly $135 million. The
relatively small holdings of other
utility stocks (Potomac Electric
Power, Wisconsin Electric Power
' preferred and common, Pacific
Gas & Electric and Capital Tran-
sit) have a total market value of
close to $17 million.

Appraising the stock of West
Kentucky Coal, fully owned by
North American, is somewhat
more of a problem. The com-
pany operates three fully-mech-

|

mines and several smaller ones.
Mr. Young remarks: “Production
costs are definitely below average
and . as the low cost mines have
' benefited most from price in-
creases, earnings of this company
have' -been favorably affected.
Properties include  some . coal
seams which are thicker than av-
erage and permit larger produc-
tion per man. The  company
ranked 19th in’ the bituminous
coalmining industry in amount of
coal produced for 1946 compared

with 27th position in 1945 and |

40th position in 1944.” In the early

assigned to public holders of the |part of 1946 a North American

common stock), it appears to be
stipulated that the plan can be put

official valued the company’s
ctock at $12 million and Mr,

into effect, with some assets es-|Young thinks. that with: current

crowed or reserved to satisfy any |

earnings approaching $3 million

additional assignment which the:the appraised value might be

courts might allow toithe com-
mon.

Subject - to any such reserve
(plus the distribution under the
plan); North American could take
over the remaining assets, which
include two wholly-owned sub-
sidiaries, the important Kansas
Power & Light and the much
smaller Missouri Power & Light.
It might also: acquire a substan-
tial block.of 1llinois Power, but
it seems possible that this might
initially be segregated pending a
{inal court decision on the North
American Light & Power plan. A
smaller property to be acquired
from Light & Power is Central
Terminal Company, owner of a
warehouse in St. Louis.

The fact that Union Electric,
I7ansas Power & Light and Mis-
souri Power & Light are in the
same. general area suggests (ac-
cording to Mr. Young) ‘“‘the pos-
sibility of the creation of an inte-
grate I system, - leaving ' North
Amer:ican Company as a one-de-
gree holding company for these
proper‘ies. However, we mention
this cr.ly as a possibility because

raised to $16 million;

Mr. Young values Kansas Power
& Light on a 6% % yield basis
and Missouri on a 7% basis, ar-
riving at values of $29 million
and - $4.7 million' respectively
(about nine times earnings). Cen-
tral Terminal was” valued at $3
million, the lower figure named
by the SEC. Including- Illinois
Power at its..market value, the
total holdings which may be ac-
quired - from  North American
Light & Power (assuming that the
pending plan is consummated) are
ithus valued at 'slightly over $42
million.

North  American Company’s
miscellaneous assets include an
investment trust, the large office
building at 60 Broadway (New
York), and a substantial amount
of cash assets (after allowance for
debts); Mr. Young values these
items at over $17 million. Adding
together the five items—Union
Electric, the marketable utility se-
curities, West Kentucky:Coal, the
equity .in .the North American
Light & Power Company hold-
ings, and the cash and miscellane-

Commonwealth Gas
United Public Service
United Public Utilities

Southwest G

“GILBERT J. P

29 BROADWAY. N
Direct Wire

as Producing

OSTLEY . & CoO.

EW YORK 6, N. Y.
to Chicago

In ar-|

anized coal mines, two large strip |

-ous assets—we arrive at a total of
over $227 million or about $26.50
a share,

On a pro forma basis North
American Company is currently
earning about $1.85 a share; but
this does not include the full
equity in minority stock earnings.
With the corporate income run-
ning in excess of $1 a share (esti-
mated, and without any return
from North America L. & P. hold-
ings) Mr. Young thinks that the
company may continue to pay $1
a share (the recent quarterly cash
dividend rate).

John N. Faust Now With
Kidder, Peabody & Go.

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL.—John N. Faust
has become associated with Kid-
der, Peabody & Co., 135 South La

John N, Faust

Salle Street. He was formerly
‘with.Blair & Co. In the past he
was with. Fred W. Fairman: & Co.,
Doyle, O’Connor & Co. and the
First Boston Corp.

With Wilson, McMaster

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL—James R. Bur-
gess, Jr. and William A. Daniel
sre now with Wilson, McMaster &
Co;, 134 South LaSalle Street.

-

COMING

EVENTS

In Investment Field

Feb. 3, 1948 (Chicago, Ill.)

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

Feb. 4, 1948 (Chicago, Il1.)

National Committee of National
Security Traders Association
meeting.

Feb. 5, 1948 (Kansas City, Mo.)

Bond Traders Club of Kansas
City annual dinner at the Hotel
Meuhlebach.

Feb. 6, 1948 '(St. Louis, Mo.)

Security Traders. Club of St
Louis annual dinner at the Chase
Hotel.

Feb. 12-14, 1948 (Atlanta, Ga.)

Meeting of Board of Governars
of Association of Stock Exchange
Firms.

Feb. 13, 1918 (Boston, Mass.)

Boston ‘Securities. Traders Asso-
ciation 24th Annual:Winter Din-
ner at the Hotel Somerset.

Feb. 20, 1948 (Milwaukee, Wis.)
Milwaukee - Bond - Club - annual

winter party at the Milwaukee

Athletic Club. g

Feb. 27, 1948 (Philadelphia, Pa.)
Investment Traders Association
of - Philadelphia Twenty-fourth
Annual Mid-Winter Dinner at the
Benjamin Franklin Hotel.

March 5, 1948 (New York City)

New York Security Dealers As-
sociation 22nd Annual Dinner af
the Waldorf Astoria.

March 12, 1948 (Toronto, Ont,
Canada) .
Annual Dinner of the Toronto
Bond Traders Association at the
King Edward Hotel. y

Nov. 15-18, 1948 (Dallas, Tex.)
National Security Traders Asso-
ciat}on Convention.

Dealer-Broker Investment
Recommendations and Literature

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

Dallas Banks—Statistical = data
on the four largest Dallas banks—
Rauscher, Pierce & Co., Mercan-
tile Bank Building, Dallas 1, Tex.

“Local Notes”—Current data on
Kentuckyinvestments—The Bank-
ers Bond Co., Inc, Kentucky
Home Life Building, Louisville 2,
Kentucky.

New York City Bank Stocks—
Operating Earnings and Ratios of

.20 Stocks—Laird, Bissell & Meeds,

120 Broadway, New York 5, N. Y.

100 Common Stocks With Un-
broken Dividend Record—Tabu-
Jation of stocks with unbroken
dividend record of 10 years or
more listed on the New York
Stock Exchange—Edward D. Jones
& Co., 300 North Fourth Street,
St. Louis 2, Mo.. :

1948 Outlook for Manufacturers
of Roofing, Wallboard, Insulation,
and Allied Building Materials—
E. W. Axe & Co., Inc,, 730 Fifth
Avenue, New. York 19, N. Y.—
Paper—$1.50 (75¢ to public libra-
ries and non-profit institutions).

Open End Investment Trusts—
An opinion—A. M. Kidder & Co.,
1 Wall Street, New York 5, N. Y.

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

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

Steel, The Master Metfal—Cir-
cular on the industry and stocks
of several low-priced speculative
steel companies—Mercer Hicks &
Co., 150 Broadway, New York 17,
N ;

Year End Prices & High & Low
Bids for 1947 Over-the-Counter
Market—As compiled by District
No. 13, National Association of
Securities Dealers, Inc., 111 Broad-
way, New York 6, N, Y.

.. * *®

Amalgamated Sugar — New
Analysis—Edward L. Burton &
Co., 160 South Main Street, Salt
Lake City 1, Utah,

American Water Works & Elec-
tric—Analysis—A. M. Kidder &
Co., 1 Wall Street, New York 5,
N. Y

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

Central: Coal & Coke Corp.—
Late data—Comstock & Co., 231
South La Salle Street, Chicago 4,
Illinois.

Central Illinois Public Service
—Memorandum—J, G. White &
Co., 37 Wall Street, New York 5,
N. Y. :

Central & South West Corp.—
Memorandum in current issue of
«public Utility Stock . Guide’—
G. A. Saxton & Co,, Inc, 70 Pine
Street, New York 5, N.-Y. ;

Curtiss-Wright “A”—Memoran-
dum — Newburger & Co., 1342
Walnut Street, Philadelphia 7, Pa.

Allen B. DuMont Laboratories
— Circular — Ward & Co., 120
Broadway, New York 5, N. Y.

Electrol, Iné.—Analysis of man-
ufacturer of hydraulic control

equipment for aviation and indus-
trial uses—Seligman, Lubetkin &

Co., Inc., 41 Broad Street, New
York 4, N. Y. i

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,

Walter Kidde & Co.— Invest-
ment appraisal and review—Kalb,
Voorhis & Co., 15 Broad Street,
New York 5, N. Y.

Also available is a re-appraisal
of the Pepsi Cola Co. .

Kingwood Oil Co.— Special
survey—Peter Morgan & Co., 31
Nassau Street, New York 5, N.Y.

Nekoosa-Edwards Paper Co.—
New memorandum—Loewi & Co.,

225 East Mason Street, Milwaukee

2, Wis.

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

Pickering Lumber Corp.—An-
alysis — Strauss Bros., ‘Inc., 32
Broadway, New York 4, N. Y., and
Boaxid of Trade Building, 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.

Reading Tube Corp.—Circular—
Aetna Securities Corp., 111 Broad-
way, New York 6, N. Y.

Shepard Niles Crane & Hoist—
Report—Troster, Currie & Sum-
mers, 74 Trinity Place, New York
6, N. Y. :

Wilford Rowe Joins
Bell & Farrell Staff

_(Special to THE FINANCIAL CHRONICLE)

MADISON, . WIS.— Wilford F.
Rowe has become associated with
Bell & Farrell, Inc., 119 Monona
Avenue, members of the Chicago
Stock. Exchange. In the past he
was with Raymond J. Plunkett

and ‘prior thereto conducted his 1

own investment business in Wau-
sau.

With Cannell, French, Copp
(Special ‘o THE FINANCIAL CHRONICLE)
BOSTON, MASS.— Robert H.

Bingham has been added to the

staff .of Cannell, French & Copp,

49 Federa] Street.

With Hanrahan & Co.

(Special to THE . FINANCIAL . CHRONICLE)

WORCESTER, MASS.—Edward
B. Sawyer is now affiliated- with
Hanrahan & Co., 332 Main Street,
members of the Boston Stock Ex-
change.

With Chiles, Huey: Co.

(Special to THE FINANCIAL CHRONICLE)

OMAHA, NEB.—John C. Schutz

is now connected with Chiles,
Huey Co.,'Omaha National Bank
Building.

With Murphey Favre, Inc.

(Special to THE FINANCIAL CHRONICLE)

WALLA WALLA, * WASH. —

John R. Woiblet has joined the
staff of Murphey Favre, Inc.,
Spokane and Eastern Building,

Spokane, Wash.

pitized for FRASER
p://fraser.stlouisfed.okg/
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Busmess and Finance Speaks After the Turn of the Year

K. S. ADAMS
President, Phillips Petroleum Company

With: continued growth in demand for its products, the
petroleum industry faces tremendous tasks in 1948. It
hés had neither the time nor the materials to erase the
deficits in field development -and: in construction work
of all kinds which accumulated dur- . P’y
ing the war. Likewise, the price
increases cf  last year have been. -
prevented by steel shortages from
effecting the increases in production
‘which  they mnormally would have.
‘Prices this year will. give greater
-incentive, and the promise of some
-improvement in the flow of essen-
-tial materials will provide the means
“for meeting new record demand for
" products.

Both production and earnings of
‘the industry will reach all-time highs
‘this year, However, a large Dart of
.income will accrue from the prodre-

~ing of reserves and the use of facili-
ties acquired at far below present
- replacement costs. When the current
- costs of new production and plants are reflected against
income, present prices will provide only a fair return on
capital. Charges for deprec.ation and depletion now fall
so far short of replacement costs that the matter of pro-
viding funds for the expansion necessary to meet grow-
ing demands will he a matter of major concern for all
units of the industry in 1948,

Projects now under construction or’ planned for the

- near future will largely overcome in 1948 the transporta-
tion problems which have been responsible for the short-
ages in product distribution which have occurred in
parts of the country this winter, With the completion
of new transportation facilities, full utilization of avail-
able raw materials will be possible for the f.rst time
since the beginning of the war.

Relatively free from hampering restrictions, the 0il
industry has done a commendable job in the’ postwar
period in providing a supply of products now more than
35% higher than in 1941. Continued freedom to operate
according to tried American principles of free enterprise
will be the best assurance that the public can have of
abundant petroleum products at reasonable prices,

LOWELL R. BURCH
President, The New York Air Brake Company

It is well known that even in this country there is a
shortage of transportation facilities, although it is not
as acute here as in some other parts

of the world.

The business on our books and
the outlook for demand for our
product this year would seem to be
limited only by the ability of the
industry as a whole and ourselves
in particular, to secure raw mate-
rials. Many of the worst shortages
occur in the industries from which
we must draw our supplies and, con-
sequently, the deliveries are to a
large extent beyond our control,

Orders on our books and in sight
are equal to our facilities for almost
a year ahead, Therefore, unless there

L. R. Burch is some unavoidable and unforeseen
cataclysm, we are faced with an
extremely active and, we hope, profitable year in 1948.

ORVILLE S. CAESAR
President, The Greyhound Corporation

If, as many : economists:: prophesy, employment and
wages continue at high:levels during 1948, there is every
reason to believe that passenger traffic on Greyhound
buses will equal,:ifnot exceed, the record peaks estab-
lished during the! past two years.

The 1947 passenger:.count of more
than 200 million-: on:  Greyhound
Lines is four times what. it was in
1940.  Most of Greyhound’s gain in
passenger volume resulted from the
great expansion of travel demands
during. the war years — demands
: that brought about almost equally
great expansion of our services. But
until now, because of shortages and
wartime restrlctlons, we have been
unable . to improve our facilities
rapidly’ enough to keep pace with
thegain in the number of passen-
gers:

Not' until . last summer were we
able ‘to- put any substantial number
of new buses on the highways or
‘to get under way on many other. phases of our plans to
advance the standards of Greyhound service. However,
before this year is ended, delivery will have been com-=
pleted on 2,000 new Silversides coaches which represent
an investment of approximately $55 million. Hundreds
of other buses are being completely rebuilt and restyled.
Very soon the newest and most modern coaches, em-
bodying recent developments for comfort and luxury in
highway travel will comprise nearly half of Greyhound’s
nation-wide fleet.

3 This year will also see further progress in our program

‘K. S. Adams

Orville S. Caesar

p:/ffraser.stlouisfed.org/

. [EDITOR’S NOTE: The accompanymd state-
ments on the outlook for trade, industry and
finance during 1948 were received too late
for publication in our ANNUAL REVIEW
NUMBER of Thursday, Jan. 22, in which

. issue there .appeared, starting on page 18,
several hundred of equivalent comments.]

for the construction and modernization of station_s.
Building restrictions and inflated costs may slow this

~work temporarlly, yet many millions of passengers will

experience improved accommodations in hundreds of
depots.

The pride we feel in this 1mprovement of facilities is
matched by our pride in the fact that intercity bus fares
are still at the low level maintained for the past-several
years. This, we believe, is as important in the overall
economic picture as the'front page news of voluntary
price reductions announced by large corporations. It is
difficult to think of another service or commodity which
has been in ‘constant “supply at the same low price
through iall the war years and during the present infla-
tionary period. When all other costs are rising, a grow-
ing number of travelers recognize and appreciate the
real savings that can be made in bus travel.

We know, of course, that the maintenance of low fares,
in face of hlgher operatmg and wage costs, is possible
only because traffic remains almost at wartime levels
and because of the fuller utilization of equipment and
facilities. Despite this, our figures show that our break-
even point on operations is' much higher now than pre-
war. How long a favorable balance can'be maintained
is anybody’s guess. Nevertheless, the record of Grey-
hound, begmmng with the humble start of its predeces-
sor companies thirty-odd years ago, is one of continuing
growth. Because of this and because our fleet of buses
is now the finest in the history of Greyhound, we are
confident, in view of the present business. outlook, that
1948 will provide even greater opportunities for the
development of our service to the nation.

J. H. CARMICHAEL
President, Capital Airlines

During the past few months the air transport indus-
try has entered a stage in its development which might
well be called a leveling-off period. The poctwar. span
of mass travel has somewhat subsided, Americans have
reached a degree of permanency in their jobs and domi-
ciles and the general restlessness created by the war is
being gradually dissipated. As a consequence, the air-
lines—and transportation in general—find themselves
returned to a relatively normal condition from which
point a sound, steady growth can be expected. Certainly,
the problems now facing the aviation industry are en-
tirely different in nature from the dlffxcultles experi-
enced in the past.

‘I'o understand fully air transport’s direction of prog-
ress in the future, it is necessary to digress momentarily
to review the industry’s immediate past. Airlines did not
unwittingly or intentionally over-expand during the
postwar era, as many critics are quick to point out.
The end of the war brought a sudden period of read-
justment for a.large part of the population. Travel was
essential to the majority in order to settle down to
normal living.

At this time, air travel had come into its own. War
priorities had been removed, and people who never be-
fore had been inside an airplane kept reservation offices
busy 24 hours a day demanding airplane space. Con-
scientiously, the airlines made every effort to accommo-

date the deluge of requests for seats. Equipment was:

purchased. Facilities were enlarged—new facilities were
added. Personnel complements were increased to cope
with the situation. Everything possible was done to
meet this new demand.

When the rush was over—September 1946 may be
picked as an approximate date the decline in traffic
set in—the airlines suddenly found themselves without
the huge volume of traffic that had beset them since
VJ-Day. While other. industries operated at top speed
in order to offset shortages, the airlines moved at a

‘steady pace. The logical expansion which had taken

place to accommodate the vast increases in traffic soon
was termed ‘“over-expansion.” An untimely reduction
of passenger fares affected over-all revenues. Expenses
rose meteorically whereas income declined. Inevitable
losses ensued during the time most airlines were re-
quired to make a second adjustment—a return to pre-

.war conditions in the midst of an inflationary economy.

Insufficient equipment and facilities made it impos-
sible to handle every demand for space during the period
immediately following the war, leading many inexperi~
enced travelers to feel that the airlines generally were
incapable of operating on a large scale. Overlooked was
the fact that other transportation media were encoun-
tering similar difficulties.. Other industries were failing
to provide consumers with their products in accordance
with demands. As-if to. accelerate these difficulties, a
series of airplane accidents received widespread pub-
licity, discouraging many would-be travelers.

The recovery. for airlines is to be a slow process
requiring patience and determination.

Now stabilized as a result of the elimination of many
expenses,  the introduction of streamlined. operating
methods and efficient control of performance in every

phase, the airlines are equipped to enter the New Year
with an economic program of operation,

Many airlines have tightened belts and are now pre-
pared to show a more profitable operation despite rising
costs. Capital “Airlines believes that traffic must: be
generated by appealing to larger groups of people. . Air
travel can no longer be considered a luxury for a select
few but must be made available to every: one, Its
acceptance by the public as a practicable’ mode of trans-
portation is essentlal to- the  success  of commercxal
aviation.

Specifically, Capxtal Airlines has formulated ‘its 1948
program on these premises. New sales techniques, im=-
proved passenger handling facilities and increased ser-
vices have been adopted by Capltal to attract a larger
group - of travelers. Combined air-steamship vacation
tours on a time-payment plan are being introduced.’

Add to this the fact that passenger fares are generally
still lower than in 1941, despite a recent 10% increase,

.and it is safe to predlct that a continued trend toward

air travel.may be expected. As new devices are adapted
—such as the Instrument Landing System which Capital
and many airlines are now using—the rigid- standards
of safety pursued by all scheduled airlines will be greatly
strengthened.

As traffic. grows, the airlines will grow——cautwusly
but with the single purpose of providing safe, depend-
ablbe1 and comfortable transportation to the traveling
public,

CAMILLE DREYFUS

Chairman, Celanese Corporation of America

I believe a continued high level of demand and a
further appreciation of sales volume cah be confidently
expected during 1948 in the chemical fiber industry.
Such an appraisal seems a sound conclusion on the 'basis
of the situation prevailing for virtu-
ally all of 1947, during which de-
mand far exceeded supply.

There will be substantial increases
in .plant capacity in the 12 month:
ahead of this which, together with
the expectation of a normal gain inr |
productive efficiency, should be o.
some help in bringing the supply of
chemical fibers closer to the demand.

For its part, Celanese Corporation of

America has now under construetior

at Rock Hill, S, C,, a new acetate

filament yarn-producing plant witl

an: initial capacity of 50,000,00C

pounds.annually, It is expected tha

this- unit will come into production

some time in the third quar.er of Pr. Camille Dreyfus
the year.

One of the sobering influences in the entire chemical
fiber industry is the wood pulp situation. For some
time now a tight supply situation has existed, with a
drastic effect on the price situation, and there is. little
prospect of any great betterment of the condition. .

Celanese Corporation of America has plans under way
for the building of a wood pulp mill in British Columbia
to supply a part of the cellulose requirements for its
textile and plastic onerations. .

Production of all types of rayon last year crossed
the 950,000,000-pound mark, a new high record for all
time and the "10th consecutive year to register an in-
crease over the immediately. preceding year, with the
acetate section of the industry reporting the greater
proportion of gain.

WALTER D. FULLER
President, The Curtis Publishing Company

The. two factors that loom most 1mp01tantly on the
horizon of the magazine publishing industry in 1948 tend
to stabilize the outlook for the immediate future. ;
Advertising volume continuing relatively high will

counterbalance . the almost certain
rise in production costs.

Our research tells us that the na=-1~
tional market will continue active:

chants will recognize new sales op=::-
portunities. ‘I believe that national
magazines will continue as the lead-
ing media for reaching this profitable
market,

With respect to rising production
costs there is an uncertainty that
causes us some concern. There is
every reason to believe that the peak
is still not in sight and that through
1948 the trend will continue steadily

- G higher. The sharp increase of last
Walter D. Fuller year left the industry with many

problems; if costs should continue in
that cycle even a relatively small shrinkage in revenue
would harm the industry.

However, there is no cause for pessimism. One sore
problem over the past few years has yielded a solution
to those who worked so hard to resolve it. The supply
of book paper, so scarce during the war years and im-
medlately after, should be much nearer requlrements
in 1948. New equipment commg into service makes
this possible.

Another bright promise for magazine publishers is
that the demand of a growing reading public will con~
tinue at a higher, though possibly more selective, level,
(Continued on page 44)

and ' that manufacturers and mer=
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YWhat Lies Ahead for Business?

. g Chief, New.York Regional ‘Staff, U.'S. Department of Commerce

Thursday, J a'hua;‘y“ 29{ 1948

| Our Monetary and Credit Problems

Member, Board of Governors, Federal Reserve System

Federal Reserve Board Governor, in analyzing present monetary

| . ‘and credit problems, points out central banking and fiscal policies .
- have lost much of pewer over money supply.andcan do little, under
present authority, to stem inflationary forces. ‘ Supports recommen- -

 dation for additional special reserves for commercial banks as check
on monetary and credit expansion, and upholds restrictions on con-

“sumer credits and_credit in- securities market. ‘Also-hints there

should also be curbs on mortgage icredit. T

" Commerce Department official gives factual data of business progress during last year and, states
momentum of high level of activity reasonably assures continued advances-in current year. Enumer- -
ates indicators of high levels in production, credit, retail trade and building construction.: Sees certain -

goods in greater supply and better situation in construction materials. Gy i

Proper discussion of what businessmen may reasenably expect to look forward to'this

year must take into consideration the momentum of the business activity of the past year.

-1t was a year of tremendous activity. Gross national production during the latter part of
. the year rose & - =

- nual  produc-

- pbefore

. sents a gain of .
. about 15% in

* and an esti-

.10 an:annual
. vate of over
%237 Dbillion,
with the an-

iion reaching
4231 billion, a
record never

achieved - in

{his . country.
“This repre-

dollar volume

Benj. H. Gordon

mated 7% in

. ‘physical unit
volume over

the excellent busi-
ness year of 1946. As was to be
expected with this record. pro-

" duction, civilian employment.ex-

ceeded 58 million, with “a mini-
snum of unemployment.
Personal incomes in 1947 ap-
proximated $197 billion, up about
119 from the 1946 figure of $177

© pillion.” So insistent-was consum-=

or demand for goods and services,
fowever, - that consumers spgnt
iarger fractions of their higher in-

comes than in 1946. Personal sav-.

ings dropped from $15 billion or
just over 9% of disposable per-
gonal income in 1946, to about $11
billion or just over 6% of dis-
posable personal income in 1947.

Pressures of Credit Expansion
Additional demand - pressures

¢ stemmed - from the expansion of
" bank credit as the volume of com-

meércial and industrial loans, re-
ported by member banks rose by
a fourth, from $11.4 billion at the
end of 1946. Consumer credit was
also up imore than one-third dur-

- ing the year, reaching a new peak

- - know, increased substantially dur-

0f$13.3 billion. Inventories at the
manufacturing level rose to about
$23.7 billion_at the end of the
year, representing approximately
a 20% increase over the corre-

sponding period in 1946, and
marking a record high inventory
point.

Inventories of most wholesale
and -retail lines at-the beginning
of the year, were in their normal
condition, although many retail
stocks showed signs of more than
normal post-Christmas depletions,
particularly in nationally-branded
merchandise. Prices, as we all

ing the year and were largely re-
sponsible for the record-breaking
dollar-volume of retail sales
which totalled $118 billion, a rise
of $18 billion over 1946. Prices of
industrial ‘products were up al-
most -a fourth; prices of farm

- products were more than a fifth

higher, and foods about 30% over
1946. Incidently, New York City
was reported to have had the third
highest living cost of major cities
in the country, with the cost of
living of a typically moderate-in-
come family (including two young
children) estimated at $3,200, of
which $1,100 was. spent for food.
° So much for the 1947 record.
As of 1948, while our Department
does not attempt to forecast busi-
ness conditions. Indications point
to another good year in:almost
every American industry, assum-
ing {hat there will be no serious
international’ upsets nor' serious
domestic labor management diffi-
culties. In' New York State and
New Jersey particularly, which is

#*An address by Mr. Gordon at

" ‘the Annual Meeting of the Coun-

cil _of_Insurance for Savings As-
sociations of New York State,

‘New York City, Jan, 23, 1948.
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the territory covered by the New
York Regional Office of the De-
partment, the outlook based on
reports which ‘we have received,
and from personal interviews
which I have had with many of

important manufacturers,
. | wholesalers and retailers, is fa-
vorable. -

Indicators of High Level
Production ;

Traditional *business indicators
also lead .to the opinion that the
immediate -outlook is for continu-
ing high levels of production and
of retail trade. Our huge outlays
for capital equipment estimated at
$4.1 billion during the first quar-
ter. of 1948 for American business
exclusive of agriculture, the large
unsatisfied demand for consumer
food, substantial . increases in
home construction as- well as our
large prospective _foreign trade
contribute to. the basis of opti-
mism. Large personal incomes
and expanding credit both from
business. and consumer sources
may be expected to see business
activity in high gear. ~As you

made to prevent excessive infla-
tion and there is every likelihood
that with - proper - support these
will succeed. '

In view of the carryover .of

lines and the increasing demand

for many of .the non-durables and.

the greater  ayailability’ of ma-
terials, as well as expanded pro-
duction “facilities, it is possible
that . production in many lines
may exceed the record-breaking
figures of 1947. .

Steel, for instance, in which
there has developed a strong
“gray market,” due to heavy de-
mand far in advance of current
supply, will probably continue to
be in short supply, despite an in-
crease  in ingot production of
about 1,000,000 tons during ' the
year. Availability of scrap_iron,
coke and ‘transportation will be
the determining factors in further
increased production. = Passenger
car production in 1948 should ex-
ceed last year’s output of 3,500,-
000 by 1,500,000. Truck produc-
tion also should reach 1,200,000,
an increase of .about 20% over
last year. Farm machinery pro-
duction’ should ' exceed substan-
tially last year’s figures, with rec-
ord-breaking output.

1941 peak, will be in “free sup-
ply” this year according to trade
sources. Production of radio. and
television sets will probably equal
last year’s volume-of 17 million
units. The outlook in the Textile
and Apparel field is distinctly
favorable in most lines. Produc-
tion level in the textile industry

prewar. year. ‘The demand, as
shown at the various apparel-
trade openings which have been
held since the first of the year, is

to accept additional orders -for
1948. - o

Favorable Retail Dollat:-Sales
The outlook for large retail dol-

merchants report that high oper-
ating costs and mounting prices,
resulting in consumer resistance,
may cut profits.
trends in the New York Region

partment 'stores, a moderate in-
! crease in sales during the first

know, earnest efforts are being

huge ‘orders in the durable ‘goods |

Electrical appliancés, the output‘
of which last year equalled the:

half of 1948 seems probable, This
will -come in -large part from
higher prices and not from greater
number of unit sales.  Merchants
do not consider this a healthy
sign. . Rapid turn-over, restricted

forward buying and -more; stri

gent cost controls is- the ‘policy

followed by the more conservative:
retailers.
some retailers that an increased

share of consumer spending may
pe diverted from ‘dry’ goods‘to"!

housing and durable products ang
food this year. g
New Construction

You are, of course, vitally: in-
terested in  construction; home

bpilding has had a spectacular rise;
since the slow start of last spring. |

The outlook for new : construc-
tion this year continues encour-
aging. A joint estimate by the
Department of Commerce and the
Department  of Labor. ' indicates

that total new construction- in the’

country will probably reach $15.2
billion in 1948 as compared with
an estimated-$12.7 billion in- 1947,
Of the 1948 total about $il.3-bil-
lion will be financed privately, as:
compared with $9.7 ' billion in
1947. These figures are. predicted
on‘the assumption that no serious
economic recession will take place
during  1948; that construction
costs will rise only moderately
above current levels, and that
construction of a total of 950,000
privately-financed family-dwell-
ing units will be started during
1948. . ‘

As. to housing costs, our Con-
struction Division points out that;
while costs have ‘“reached new
high and hence might be expected
to exert a retarding influence,
market * strength, arising. chiefly
from the
shortage, will more than counter-
balance in 1948 the forces working
toward. decline.”  Of this huge
building program, private resi-
dential building (exclusive of
farm buildings) will make up the
largest share estimated at $6 bil-
lion as compared with $4.8 billion

in 1947, a prospective increase of |

25%. You may be interested in
the following comparative figures

on other types of private con=’
struction (1947 figures are actual |

for the first 10 months of the year
and estimated for -the last’ two
months).

Private Non-Residential Buildings
(In Millions of Dollars),

is currently higher than in any |

heavy, with many mills refusing:

lar volume sales is favorable, but:

While .recent

indicates some early .declines in.
the rate of sales increase for de-.

1947 7 *1948
Industrial ___ooo-o-ioom 1,695 1,350
Warehoue office and loft .

buildings ——-—cmcemmm e 260 275
Stores, restaurants and

BATAGES e 620 850
Other non-residential s

‘uildings 590 775
Farm construction 500
Public utility--_ 1,625

TOTALS o iicam—mo—n 5,375

*Estimated.

The probable increase in Com=
mercial buildings, as well’ as
churches, theatres, hospitals and
the like, will be largely offset by.
a substantial decrease in indus-
trial buildings. :

It is estimated that public con-

| struction will reach-$3,825 million

in 1948, as compared with $2,935

in 1947.  You will be interested

to learn that public residential

construction”is expected-to “drop*

from $175 million last year to $100
million in 1948. ; o

= Total new construction activity |
in the U. S. increased from $2,901:
million in the second quartey .of

1947 to $3,662 million in the, third
(Continued on page 38)

It . is . anticipated. by |

still = severe " housing |

Since the days when I was active in the operations of building -

and loan associations, many changes have taken place——-changes in

the number -and size and activities of building

;'_m_d c_h_a’r}ges. m the operation.of our economy and the ,organization‘ of

our

_The -problems

‘which con-
~front the cen-
. tral. banking
‘s authorities
. with which. T
‘haye.-been as-
sociated - are
i also ' reflected
in " the. prob-
=~ lems with
- which  you
have to.cope,

In 1914 the
United States
was_a. debtor
nation; a sub-
i i - stantial part.of.
national = development - had ' been

-"M. S, Szym,czgl; i

ani-was being financed . abroad.

We were. in the process of sh’ff-
ing from a predominantly agricul-
tural. nation to.a predominantly

'industrial .and urban nation.: Ow
.conventional  patterns of finance

drew -no- distinction between the
fiscal pesition of government anc
that of individuals and businesses
. There were about 6,600 organi-
zat.ons -of the type we" think of

‘as’ building - and. loan’ or savings

and loan associations, as com-

pared " with _about 6,000 - today.

These associations, through' the
thrift and "saving ‘of their mem-
bers, had accumulated total “as-
sets of $1,360 million, as com]# red

| with about $11 pillion today: At

the ‘same time, there were about
26,000 commercial banks with to-
tal- depos.ts .of . about $17 billion
compared with about 14,000 banks

today. with deposits of $140 billion.

The Federal debt was only $1 bil-
lion, Today it is $254 billion,
Our pre-World War I economy
was a composite of regional econ-
omies. Perhaps the heart of our
central banking problem at that
stage of the country’s develop-
ment was to reconcile the mone-
tary and-credit needs of major
régions and to maintain a balance
between - these / needs. - It ~was
largely, with this end in view that
the Federal Reserve System was
established, At that ‘time  there
did ‘not séem to.be any necessity

for separate provision to' balance|

special ‘needs of the ‘various re-
gions for mortgage credit.

* 'When the Federal Reserve Act
was reyised substantially two .dec-
ades later, between 1933 and 1935,
the . nation had become a: great
cred.tor . -country. internationally

‘and a -great.industridl economy
| domestically.. Qur. monetary: and

credit problem had changed from

| the. problem of distributing funds

among regions—which had been
solved. fairly ‘well—to the prob-

lem of controlling the total sup-

ply of money and equating . this

supply . to 'various national uses.

In addition, the economy had. gone.

through. a great-war;. two .great
“pooms,”’ .and :two.great “busts.”
The .war,..the .“booms,” and | the
“busts”. were: national .in ramifi-
cation.  While;regional .differences
in economic organization still ex-

jsted,, the xeality . of regional®in-
more ;fully
demonstrated fact than:ever, be-
fore in.our
two

terdependence - was a

history. . During ‘these
decades . there - were. indica-
tionsthat traditional methods -of

#An address by Gov. Szymezak
at the Annual Stockholders Meet-

ing, Federal :Home Loan -Bank of
Nowr. York, New.York City, J an. 22,
- 11948, :

sog.ety & .

mortgage financing were net com-

pletely adequate. We had the no- ..

{able: failure -of- traditional mort- *.

age - financing,  methods. in ;the

‘Florida: “boom’” and crash. .

I'Qur great “bust’:of 1929 -had
been : particularly ; severe axd its
aftermath’ was widespread: bank-
ruptcy,: unemployment...and pov-
erly..The economy’s critical prob-
lem of that period was “.dle men,
idle - machines, idle~money.” It
was determined to solve the prob-

and loan assoeiations, .

lem. on a. national basis.. Fiscal -

.policy and .central. banking policy
-became, . more. directly:than  for-

merly, the instruments: of national
economic policy. Many new agen-
c es were created. to complement

these. two . major instruments: of .

national © policy.. In . -morigage
credit, - the . Federal . Home , Loan
Bank System was given the . form
we know today, and provision . was
made for.chartering Federal sav-
ings and  loan ,associations. The.
Home. Owners’ ‘Loan Corporation
was formed to take ‘over “slow’”
mortgages and’ strengthen lend-
ing institutions, and the Federal
Savings and’Léan ‘Insurance Cor-
porat.on was established to insure
share  accounts in “building " and.
Joan and savings and ‘loan asso-
ciations. At the same time, under
the Federal Housing: Administra-
tion, the program of mortgage in=-
surance was inaugurated; and this
program made use of much of the
experience with mortgage credit
which had been acquited by build-
ing and loan associations in their
many decades.of operation.

A New: Period

Once more we find ourselves in
a new period. We have again
gone through a great and devas-
tating war. The war has changed
our position’ in international af-
fairs, and we f:nd ourselves over=
whelmingly ‘a creditor. ‘

The balance ‘of ‘power between
capital ‘and labor js different from
what it. was-in 1914 or 1935, and
is still changing. The relationship
betweern ‘creditor.-and “debtor has
also. changed, ‘in ‘important part
because: better. financial arrange-
ments :and techniques have been
worked out, Banks make one kind

of arrangement with farmers for -
the repayment of loans and ‘a dif-"

ferent’ kind of arrangement ~with
manufacturing qoncarns; each.ar-
rangement. calculated . to - £it .the
operations.of the borrowers. Rela-
tively little mortgage credit is ex-
tended today for the ‘short periods.
of ‘one, three, or five years which
used ‘to" be “conventional,”" Most

mortgage lenders have adopted the

practice ", of writing * long-term

‘amortized - loans  which., buildjng:
and loan” associations were . pio-.

neering in:1914. ~ ;oL
The Government is no longer
merely another 'borrower. in ' the

markét. - It is by far “the largest’

borrower, “The Federal debt:ac-
counts for hearly three-fifths ‘of
the. entire’.indebtedness; of the
country, and interest.on ‘the debt

|is “a_ major; item in .the: Fedeéral
budget, amounting' to more than *.
$5 bill.on a‘year: In this situation, :

special arrangements have, had to -,

be made for selling’and managing
thie . public "debt. .The Treasury
and the Federal- Reserve work
closely: together" in issuing; retir-
‘ing; and refunding the’ debt.: This
"(Continued on page 34)
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- Savers Now Under Triple Squeeze, New Study Finds
: «Committee on Public Debt Policy declares rising prices, high taxes and !ower‘; interest rates are severely

penalizing savings. Calls for fiscal -policies to encourage sayings and risk capital.

: Déclaring that Government fiscal and monetary policies growing out of the depression
and the war have tended to discourage savings, needed now for economic progress both

]

t home and abroad, the Committee on Public Debt Policy in astudy of “Our National

{ Debt and Our®
Savings,,”
- made. ‘public
Jan.! 28, ‘rec-
.ommends - the
adoption -of
three 'reme-
«dies." These, as
outlined by
- . the committee,
which is
headed by W.
Randolph
. Burgess;:-Vice-
- Chairman. of
the  National
City Bank of
New York,
are fiscal and
monetary ~policies ~which will
check the inflationary expansion
of the money supply; a revision
of ‘the Federal tax system to en-
courage ' saving and investment,
as rap.dly as is consistent with
sound- fiscal policy, and an un-
freezing of the rigid wartime in-
terest rate policy.

Savers Hit Since 1930’s

Policies pursued by the Govern-
ment since the early thirties under
pressure of the depression and the
war have brought about a sharp
reduction in the return savers re-
ceive, have fostered a rise of more
than 60% in the cost of living
since 1940, thus cutting the pur-
chasing power of -accumulated
savings,  and have reduced the
ability of people to save by the
imposition of high personal in-
come taxes, coincident with rising
prices, the Committee finds. It
adds the warning that “savings
are still sorely needed for further
improvement of living standards.”

The Committee voices approval

‘of recent steps taken by Federal

* authorities away from the freez-

ing of interest rates at excessively

low wart.me levels, asserting that

these steps will give them greater
freedom ‘to combat inflation. .

W.R. éur'all

Responsibility -of Tax System

Our Federal tax system, accord-
ing to the committee, is in need of
recasting, for in its present form
it bears heavily upon the savings
process and. the willingness to go
forward with risk -investments.
Discussing personal“taxation, the
Committee reports-that tax rates
have ascended to such steep
heights as ‘we ascend the income
scale that the heaviest burden has
been placed on just the individu-
als 'who normally would save and
invest their funds in risky enter-
prise, ! B

Attacking “the theory that pri-
vaté -investment outlets for -sav-

ings ‘are not likely to 'be large |

enough to absorb all the people’s
" savings 'because American econ-

omy has reached its maturity, the |

Committee says: “Today, at least,
the theory runs quite .contrary to}.

the facts ‘of current demand. There |-
is “every -indication that.-a large|’

volume of private investment will

be -required 'in the mext several| }{:
years to fill the backlog of con-|

sumer. and producer demand built

up during the war, to.satisfy hous- |«

ing -needs, and to exploit new in-
ventions,, ‘' -

UBéyond: that time, in the face|

of * the shattering .scientific ' dis-
-“coveries .of .the war. period, ‘there

seem; good .grounds for .confidence
- “that 'private - investment: outlets

will< ‘readily absorb-our-savings.
-“We 'do not 'need-an:expanding
. frontier -and -a- rapidly--growing
population  to  provide sufficient
investment oppertunities, Further
development  of our country in-

tensively, and rising-living stand-| -

ards for the people, can.provide
the basis for huge capital em-
ployment.”

"The rapid improx}ement in

American living standards ‘is -at-
tributed to the fact that:beth in-
dividuals -and 'business ‘concerns
have saved. and invested wisely :a

| substantial part of - their incomes:.

“Savings: put .to 'werk,” 'says’ the
Committee, “provide the key - to:
our steady march to higher-planes
of living.”" k frrkpd Tt

The study finds that American
savings are not' only’ urgently
needed’ in the United -States but
are “needed to.provide ‘funds. for

reconstruction -and. industrial . de=

velopment in -other. parts of the
world, If we are to lay the basis
for a lasting world ‘peace, some
of our savings should; when con=
ditions are ripe, flow into foreign
countries to assist in the-restora-
tion ' and -developmeént of . their
economies.”. Through the employ-
ment of our savings, if wisely in=
vested, not only will foreign coun-
tries move to higher standards of
living, but we shall ‘also éxperi-
ence an improvement in our own

‘living standards, and, more im-

vortant, adds the Committee, “we
shall help to guard against future
wars and move in the direction
of a peaceful world.

“The only way for any country
on the globe to enjoy progress,in
living standards is through sav-
ings and investment, This is just
as true of communist Russia or
socialist Britain as it is of capi-
talist America. The very essence
of the prewar five-year plans in
Russia was the planned building
of productive capacity at the ex-
pense of consumer goods. In this
case, saving ‘was forced- on .the
Russian people by the central iin-

dustrial planners, but it was ‘sav-
ing nonetheless. ~Likewise, in

Britain ‘today, the people are being
urged ito be frugal in the interests
gf restoring and developing their
industrial system. - Thus, saving
Wisely emmployed is the universal
way to- progress in living stand-

‘ards’?- -

; Injury From Easy Money Policy’

« i Emphasizing the adverse effect
on- savers of the -Government’s
“easy -money” policy, -the  study

‘points .out that “falling -interest

rates penalize the saver directly,
regardless .of the form his savings
take. . Declining returns .on in-
vested funds explain why savings
banks. have sharply reauced-in-
terest payments to their deposi-
tors. :Lower interest earnings also
explain in large measure why life
insurance companies have been re-
quired to decrease their dividends
to policyholders and to raise pre-
miums substantially. Likewise,
because: of falling rate people are
compelled to make larger contri-
butions to purchase pensions and

-annuities.”

The study, prepared jointly by
Dr. James J. O’Leary, the Com-
mittee’s director of research; Mrs.
Eleanor S. Bagley, research asso-
c.ate of The Mutual Life Insur-
ance Co. of New York, and Dr.
Stephen M. Foster, economic ad-
viser, New York Life Insurance
Co.,-was reviewed 'in its various
stages of preparation by the com-
mittee members and published
with their approval. Its studies,
designed. to evolve a sound plan
for - management of th§ Federal
debt,” are  financed jyby funds
granted by the Maurice and Laura
Falk Foundation of Pittsburgh.

Controls Affecting
Investment Policies

By SIGURD R. WENDIN *
President, Heber-Fugin-Wendin, Ine., Detroit, Mich.

‘Mr. Wendin .outlines existing and proposed controls and analyzes

their effects ‘on our financial and investment policies. " Discusses

- anti-inflationary programs as proposed by ABA and the recent Anti-
Inflation: Act. - Holds- if ;proposed .credit controls are rigidly inter-:

"\ preted, industry would slow down and' deflation set in. ‘Says we are
. ““at a_critical point,” :and councils investors: pursue middle ground -
course, balanced between high grade bonds .and common stocks. -
At the start I would like' to say that “control-itis” is a disease
which ‘will ‘get worse, and will not be cured until politicians and

government officials recognize at least a few of the economic facts
of life. As long as.the medicine is given without correcting the causes

there will
be ‘demands
for further .
controls re-
gardless .of
whether busi-
ness is good -or
bad .

The subject
is ~'primarily
concerned
with proposed
rather than
existing con-
trols, and it is
assumed = ev-
eryone is fa-
g;#gf o ltti’l}é Sigurd R, Wendin
present controls, although it:might
be said that every government
regulation and every law directly
and indirectly is a form of con-
trol. Our primary interest today
is a discussion of how our finan-
cial and investment policies will
be modified by future events.
Since it is generally accepted
that most of our difficulties arise
because of the flscal and' com-
modity - control policies of the

#A talk by Mr. Wendin before
the National "Affairs Section :of
the Economic Club'of Detroit, De-
troit, Mich., Jan. 14, 1948,

government, . ‘'we . shall start by

mentioning the three basic plans
for credit control which are urged
on banks by the Federal Reserve
economists, These . three 'basic
plans are:

(1) A primary reserve plan
which = would shift short-term
governments from commercial
banks into reserve banks. ,

_(2) A secondary reserve plan
to permit, or in effect, force banks -
to hold very substantial amounts
of shortrterm government securi-
ties. This is the plan proposed by
Reserve Board Chairman, Eccles
in asking for new legislation on
the subject.

(3) Limit the amount of long-
term marketable bonds that any
commercial bank could hold
against its demand deposits.

The basic reasoning - behind
these proposals is to reduce the .
amount of funds available for
bank credit. Taken by itself, any
one of these proposals would bhe
deflationary. .

The Federal Reserve discount
rate was raised from 1 to 1%4%
on Jan. 11,%and if the pressure on
short-term interest rates contnues
further proposals to increase this
rate may be expected, and would

(Continued on page 47)
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‘Bank and Insurance Stocks

By E. A. VAN DEUSEN

This Week — Insurance Stocks

Inflationary forces manifest their effects in every:section of .our
complex. economy;-distorting: the ppicture :and perverting -one’s judg-
ment.. An.example'is found in the report of the National Board of
Fire Underwriters' which states ‘that total fire losses. in the United
‘States in’the year. 1947 were: the greatest inthe nation’s history, and

amounted 1o $692,635,000:

True, this amount-is'the maximum ‘dollar figure on record, but:it
is expressed.in.dollars which.have steadily deteriorated in value and
purchasing power for.a number of years. This fact was pointed ouit
recently -at the Fire Department Instructor’s Conference in Memphis
by Horatio..Bond,. Chief 'Engineer - of -the National Fire -Protection
Association .- If measuredin terins of relative physical destruction, he
stated, 1947-losses are less than-80% of the previous peak year of 1926.

It may be of intereést to reéview- the record of annual fire losses
in" the United States over the past-35 years, taking -into 'account the
changing value of the dollar and also the increase.in population. The
accompanying tabulation shows ‘annual fire losses ias reported and

_expressed-in unadjusted dollars, and also in dollars adjusted to the
1935-39 average;-as-compiled by the:U. S. Bureau of Labor Statistics:
This adjusted dollar loss has been reduced to a per-capita figure, thus
allowing-also for the increase in population, which approximates 46%

since 1913,

Total
Fire Losses Annual Aver,
141.4
139.3
137.9
128.4
109.2
93.0
80.3
69.8
78.3
£3.5
82.0

4
2
.6
99.9
95.2
85.9
81.0
79.7
7.9
72,1
64.0

Value of $ - Adjusted Total

Loss
Pey wopita
Population (Adj'd Basis)
(000) $
95.950
97,350
68,700

Fire Losses
($000)
288,122
308,465
237,234
331,757
316,172
329,107
257.394
312,625
387,903
422,962
439,006
449,133
445,856
444,527
381,185
379,119
374,908
420,660
415,522

'.410,882
293,712
283,401
239,733
269,059
248,830
256,410
276,753
285,593
289,308
269,979
307,990
337560
354,701
404,826
443,286

3.00
3.17
2.40
5.31
3.11

- 320
2.47
2.96
3,61
3.8
3.96
3.99
3.90
3.84
2.24
3.18
3.10
3.43
3.36
3.30
2.34
2,24
1.88
2.10

100,100
101.500
102,900
104.300
105,711
107.400
109.100
110,800
112,500
114,200
115,900
117.600
119.300
121,000
122775
123,650
124,550
125.450
126,350
127,250
128,150
129,050
129.950
130.850

. 131,670

132,520
133.370
134,220
135,070
136,250
138,500
140,000

I
50
~
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On the unadjusted dollar ‘basis; 1947 fire losses of $692,635,000
were at an all-time peak, and exceeded 1946 losses by 23.4%. The

previous peak on the unadjusted®

basis was in the year 1926. with a
figure of $561981.000: this com-:
pared with $561,478,000 reported
1946. Minimum losses were re-
ported in 1915 and. amounted to
$172,033,000.

Adjusted losses, shown in col-
umn three, still point to 1915 as
the year with minimum losses,
but on the basis of the 1935-39
dollar these amounted to $237,-
234,000 vs. unadjusted losses, of
$172,033.000.  The year of highest
losses, on the adjusted basis,’ was
1924 and not 1947; the acjusted
figure being $449,133,000 in 1924,

nd $443,;286,000 in 1947,

When adjusted losses:-are ex-
pressed on a per capita basis, it is
found that the year 1924 again
was the year of maximum loss,
‘with $3.99 per capita, while the
year 1935 was the year of mini-
mum per capita loss of $1.88.

It is interesting to observe that
on this adjusted per capita basis
there has been an irregular down-
ward moverrent. in national fire

losses .over the years, especially
since 1932, Five-year average fig-

Our Yeor-End C;)mparison of
Operating Earnings
and Ratios
20 New York City '

Bank Stocks

Circular' on’' Request

Laird, Bissell & Meeds

Members New York Stock Exchange

120 BROADWAY, NEW YORK b5, N. Y.
- ....Telephone: BArclay 7-3500

.+ .+ Bell Teletype—NY - 1-1248-49

(L. A. Gibbs, Manager Trading Dept.)’

ures help to bring this out, as
follows:

Period—
1913-1917.-_
1918-1922_
1923-1927..
1928-1932..
1933-1937._

5-Year Aver.
1 83:00

2.70
2.88
Thus, despite abnormally high
dollar losses during the war and
postwar years, the long range ef-
fect of improved engineering in
building construction and fire
fighting is apparently being ‘re-
flected in the loss statistics. But
there is still lots to 'do, for the

Annual average 35 .years_______

economic waste ‘entailed is appal-,

lingly high, so say nothing of the
tragic loss of human-life.

NOTE: Population data is inter-
polated and exterpolated from the
U. S. Census figures. Fire losses
are as compiled and reported by
the National Board of Fire Under-
writers ‘since 1916; prior thereto,
“Journal of Commerce” figures
are used. Value of the dollar is

as ‘computed by the U, S. Bureau,

of Labor Statistics,

Sidney B. Hook With
Turner-Poindextier

. LOS ANGELES, CALIF.—Sid-
ney.-B. Hook has become associ-
ated - with Turner-Poindexter &
Co., - 629 South . Spring Street,
members of the Los Angeles Stock
Exchange, as manager of the mu-
nicipal -department. Mr.: Hook
formerly conducted his own in-
vestment business in Los Angeles
and prior. thereto was with Dean

 Witter. & .Co. and . was a vice-

president of First California Com-
pany.

World Bank Seeking
New Lending
Opportunities

Actively - examining - possibilities
in Near East and South America,:

President’ McCloy' reveals $480:|.

imillion .now -available for-addi-: |-

tional lending. Bank reports first -
operating profit.

¢ President .John McCloy, in-dis-
cussing the: World:Bank’s -outlook
with. .reporters -in:New’ York’ or
Jan. 22, revealed that:officials o
he institution -are’ with ~ori=the-
spot ‘observations’ closely .looking
“nto ‘the possibilities:far construcs
tive lending operations in’ Africe
and the Near East. ©-. . o 0
This'is" likewise being: done-in
South' America; ‘where it is felt
that’'some loans may. be processed
by ‘next summer." e

' Questioned  as to-'the .futu.re"

prices’ of ‘the Institution’s bonds
Mr. McCloy asserted that the guo-
tations on ~both outstanding and
any new flo:ations ' would un-
doubtedly depend largely on the
course of the entire bond market.

Profitable Current Operations
Reported

The Bank reported ‘that during
the quarter ended Dec. 31, 1947,
the operations of the Bank re-
sulted in an excess of income over
expenses for the first time in ils
nistory.

The income for the quarter was
$4,513,694. Provision for special
reserve was 648,231, and total ex~
penses, $2,547 853, leaving a net
excess of income:over expenses of
$1,317,610. This net income was
ufficient to cover the deficit aris-
ing during the quarter ending
Sept. 30, 1947, and thus income
exceeded expenses for the entire
6-moaths petiod. During tie quar-
ter ending Sept. 30, 1947, the en-
tire cost of $1:267,903 related ‘to
the is;ue of the Bank’s bonds was
charged to expense.

The deficit existing at the close
of the fiscal year ending Junz 30,
1947 has been substantially re-
duced and ‘is expected to be en-
tirely eliminated before March 31,
1948.

‘The Bank’s total income for the
6-months period amounted to $7,-
474 878. Provision for special re-
serve was $1,070,674, and expenses
were $5,964;279, leaving a net ex-
cess of income over expenses of
$439,925. (The special reserve is
built ‘up from the commission
charges which, in addition to in-
terest rates, the Bank. makes on
all of its loans.)

Total Loan Commitments
$497,000,000

The total loan commitments at
Dec. 31, 1947 amourted to- $497,-
000,000, against which disburse-
ments had been made in excess
of $300000,000. The borrowers,
France, The Netherlands, Den-
mark and Luxembourg, may still
withdraw ' approximately $197,-
000,000 under these loans in United
States dollars or its:equivalent in
other currencies; During the past
quarter, a disbursement was made
in Belgian . francs, . out of Bel-
gium’s capital subscription, to the

G r.an d-Duchy. of . Luxembourg-

amounting to the equivalent of
approximately $300,000. ~

The Bank has funds ‘on ‘hand
available for additional lending of
approximately - $480,000,000.

On Jan. 14, 1948, Finland be-
came  the' 46th - member’ of -the
Bank. subscribing to 380 shares of
capital stock. This brings the to-
tal stock subscriptions to $8,263,-
100,000. .

The Bank’s financial statements,

issued today, include the balance |~ ‘
fore the First Annual Forecasting

sheet as of Dec. 31, 1947, state-
ment: of income and expenses for
the 'six months ‘ended Dec. 31,

1947, and ‘a summary financial re~
port on the status of loans.

Europe’s Hope of Recovery
2 By JOHN J. McCLOY* ? s
President, International Bank for Reconstruction and Development
World Bank executive, after reviewing adverse postwar economic
developments ‘in Europé; maintains recovery and reorganization is
- feasible if U.'S. and European countries participating in - Marshall

Plan act with beldness, imagination and vigor. "Says Europe is not: . :
.*moribund ‘or  hopelessly weak, and has physical capacity equal te

prewar; but points out handicaps in recovery due to deficient food
. production: and disruption in transport and international trade.
i Urges an European organization, whose - director -and. staff should
' -be independent and courageous, to carry out provisions of Marshall
" Plan, Promises World Bank cooperation.
i~ One of-the great issues of our day is now being ‘debated in the :

halls.of Congress. That issue is whether, through ‘a reorganization of
Europe; real progress can be made towards curing.the basic disequi~ :

librium of.the world’s
because of ‘its ey
scope-and 5

‘complexities;.
-but because its
|-roots go: back !

at least:to'the : .
beginning . of
our century..

From Wa-
terloo. to ‘Sa- .
rajevo  things
had been pret-
ty stable. The
great powers
had reached
whatappeared
to be a steady
balance. The John J. McCloy
world econ- :
omy seemed firmly established
and: its continued expansion was
accepted as inevitable, People at
the turn of the century were ac-
customed - to living with dignity
and a certain sense of continuity.

Thereafter came the wars, ru-
mors of war; migrations and de-
pressions that have clouded our
thoughts -almost uninterruptedly
up to the present.

The cracks in the old ‘order
first: widened enough to be visi-
ble {o the ordinary citizen ‘during
the First World War. Brooks
Adams discerned them much ear-
lier, as shown by his rather re-
markable book, “America’s Eco-
nomic ‘Supremacy,” published  in
1900; but few people possess the

 genius of a member of the Adams

family and his insight received
little attention. In any event, the
“normalcy” that was restored for
a few hectic years after that
earlier War proved to be only a
pale shadow of Victorian and
Edwardian security. F
On the international scene the
change wes most clearly evidenced
in the relative decline of Western
Europe as the center of wo_rl;l
trade, military power, and politi-
cal influence. England, which h_ad
given the world leadership in in-
dustry, trade and political thought
for the better part of a century
caw herself- surnassed in produc-
tive power and financial resources,
and during the war lost a good
portion of the accumulated assets
by which she had largely main-
tained her position. She began'to
draw reavily on her nest egg of
foreign investments. Even more
significant, in the first fights in
Flanders and later in the awful
quagmires of the Somme and Pas-
schendaele she lost an irreplace-
able generation of young -men,
which but for those slaughters
would today be available to sup-
plement the: brains’and character
of ‘her leaders. i
France, one of the great conti-
nental balances, suffered ‘even
heavier human and material losses.
‘And Germany which, under prop-
‘er leadership, might have contfib-
uted so much -to-a sensible: eco-
pomic and political equilibrium in
Central Europe, instead, as a re-
sult of the fatal misdirection of
her- indubitable.talents, destroyed
not only the prosperous stability

*An addkress by Mr. McCloy be-
‘Conference  of .the ' Chamber of

.Cormimerce:of Phijadelphia; 1}’.},111:1‘7,
Pa.; Jan. 15, 1948. : ’

economy.~ The ‘problem is-a great one, not only |

{ ¢f Europe as a whole but also the
foundations of her own well-being, |

‘" Emergence of Russia

“:Concurrent with this  draining
off of energies ‘and the disruption .
'of trade in Western Europe, there |
kas emerged, from a hitherto rela-
tively undeveloped area of Europe, |
a new power, with large material |
and - human resources, a strong .
sense of mission, and a fanatical .
devotion to a revolutionary ideol- -
ogy. Politically and militarily the
Soviet Union has become a great
world power and it seems cer-
tainly the most powerful single
nation in Europe. Intensely con-
cerned with her own development,
she has sssociated with her own
welfare the widest dissemination
and stimulation of her social and
economic philosophies combined
with an attack on all others.,

At ‘the same time, the United
States has also emerged as the
other great world power—perhaps
the greatest, - Following an en-
tirely different economic and po-
litical - course from the Soviet
Unicn, the United States has, in
a century and a half, advanced
from a wilderness with a fringe
of 18th century civilization to be-
come the greatest producing and
exporting nation in the world. Her
production 'achievements border
on the phenomenal. Her political
and economic ‘concepts are : per-
haps the furthest removed of any -
nation from contemporary Soviet
political or economic doctrine. .

There are other areas on the.
globe which can, and soon will,
play ‘an increasingly important
part in the reestablishment of eco-
nomic equilibrium in the world,
great undeveloped areas such as
South America, Africa, the Mid-
dle East, Asia and India, But. to-
day, the most critical issues, both
political and economic, derive di-
rectly from  the, fact that there
exist thesetwo great world powers,
and . that: Europe .outside of the
‘Soviet Union;;politically divided
and economically disrupted, con-
stitutes forithetixpe being a power
vacuum insteadief a balancing
force. i1 . !

No ‘wondet; 7then, that the
thoughts and “attention  of policy
makers ‘have ' been concentrated
largely on.Europe. There.is the
stage on which is being played the
great drama of today.:'And it'is a
drama which attracts:the heartias
well as the mind of America.:In-
stinctive and traditional American.
igenerosity—no matter how labeled
by distorted propaganda—is: al-
'ways aroused by the suffering. of
the hungry and the cold; the ‘eall
upon _ that. generosity: is  strong
when it comes from Europe, from
‘which so.much of the Ameérican
political and social system derives
and to which the United States is
bound by many ties of a:common
cultural heritage. yobi

o ga iy ’

Postwar- America
Due to the energies of her peo-
ple and a series of fortunate cir-
cumstances, - the TUnited States
emerged . from the war. with her
productive . plant - and ‘trade not
only intact but greatly expanded,
(Continued -on page 26)
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Need of Venture Capital for Defense

By NATIIANIEL

S. CHADWICK*

Vice-President, National Securities & Research Corp.

Mr. Chadwick contends government policy ‘is hampering venture

capital flow into industries and thereby impairing defense program.

Points out private capital has in past provided sinews for defense,

but says now we are faced with choice between philosophy of pri-

vate capital and government capital jin development of our natural

resources. ‘Attacks recent anti-trust suits and high taxes as curb-
ing venture capital.

The President of the United States in his proposed budget has
asked for appropriations which would amount to $11 billion for na-
tional defense. The Committee appointed by him to study aviation
problems has more recently recommended that approximately an-

other billion
dollars be
added to ‘the
‘budget pro-
~gram, all of
the ' increase
going for ex-
penditures for
© air defense.
Almost - si-
m u ltaneously
“with the bud-
get presenta-
tion, the Pres-
- ident has re-
guested price
“and allocation
‘controls and
other regula-
- tions which resemble a return of
- the war controls over coal, oil,
steel and other goods. Other re-
quests of the President are for a
further socialization program all
along the line. :
Cabinet members Krug and Har-
riman. made a statement, since
" under controversy, that there are
* only ten years of liquid petroleum
reserves in the ground and recom-
" mended that a government pro-
- gram be inaugurated for research
on obtaining petroleum from coal
and shale. If these were merely
straws in the wind, I would not
- consider them as serious implica-
tions of interference with -our
private capital system, but since
. the whole approach of the present
: administration has been and still
is toward bureaucracy, federaliza-
. tion: and ‘government control of
one thing after another, I think
we should seriously consider such
statements if we believe in the
capitalistic system which we call
the American Way.
It seems strange and somewhat
inconsistent that the President and
members of his Cabinet should

N. S. Chadwick

of the industries of the country
when in his State 'of the Union

message the President invited pri- |

vate industry to expend $50 bil-
lion to improve and expand our
production facilities over the next
few years. In mentioning this
- amount of $50 billions, he included
new businesses ‘with new products
which of course‘means the invest-
ment of venture-capital.

Government Hampering Private
Ventures ;

The leftists indicate that they
will venture {with . government
funds in place -of our past proce-
dure of using private funds. I ask
you: to recall the delays and ham-
pering ; of industries to produce
defense: materials and war mate-
- rials as a result of the interference

and misdirection by this country’s|

government; in the early stages of
. the: prewar defense program: and
. when we were actually at war.
*The confusion was so pronounced
that it put .a new word in the dic-
,tionary;: namely, ‘“snafu.”: .Since
the war we have witnessed noth-
ing but crises and confusionboth
.at home: and in our foreign rela-
tions, Wi

At the 'beginning of 1947 the
President and his political associ-
ates indicated that we would have
a recession’ in business that year.!
Actually 1947 turned out to be the

*An‘addiress by Mr. Chadwick
at the Forum of ‘the Investors’

best business year in history. Thit
year the Administration is warn-
ing about inflation and the exces
sive demand of the public fo:
merchandise and is endeavoring tc
find some way through regulatior,
to relieve thé: pressure of this de-
mand. i i

Now if ‘we, as:recommended by
the President, expand our indus-
{rial facilities in the amount of
$50 - billions' over the next few
years, there are only two ways
that: this expansion' of private
business can occur:

(1) Through' the reinvestment of
retained business earnings (which
incidentally he wants to tax more
heavily), and

(2) The investment of the sav-
ings of individuals:

1t is from these two sources of
investment that venture capital
will be obtained for business.

Defenses Must Be Strong
I think we are all in. hearty

‘agreement that our defenses must

be strong and that our businesses
must expand over the years.

Our defenses are necessary be-
cause: we must protect our greal
human, natural and financial re-
sources. Any country that is as
rich as we are and has so aggres-
sive an enemy as Russia with its

philosobhy ‘of' Communism n.m.lstl

build up its sinews of .defense.

Similarly, any ‘country that has
such great resources as ours are,
must find the capital means to ex-
pand them so that all of the Amer-
ican people will have .a bettel
status of living,

During the entire history of this
country, venture capital from pri-
vate capital sources has providea
an astounding national defense as
well as an almost fantastic better-
ment in our living standard com-
pared with other peoples of the
world. In fact this country has
expanded industrially in the past
150 years more rapidly than has
any other country in the world
expanded in the past 5,000 years.

Private Venture Financing Before
World Wars )

In order to review the subject
at hand — the need to increase
venture capital in the defense pro-
gram—we should lay before us the
record of private venture finan-
cing before the past two world
wars.

For example, in the period priox
to World War I, a company wa:
formed by venture capital. The
name of this corporation stooc
high in the first World War pro-
duction effort, and was indispens-
able in the Second World War.
That company was the Generai
Motors Corporation.  Another out-
standing example was of a com-
pany that had approached matur-
ity from the venture stage anc
was extremely important, in fact
indispensable, in the first World
War, namely, United States Stee
Corporation. You all. know the
part - that . great steel company
played in the second World War.
The aviation industry, just hatchec
prior to World War I, was alsc
financed by private venture cap-
ital.

Indeed, there is no need for me
to tell you of the corporations that

started out as new enterprises fi-
(Continued on page,36)

~ Detroit Brokers’ Bowling League

STANDINGS: JAN. 7, 1048

Teams—

Andrew C. Reid & Co

First of Michigan Corp
Paine, Wcebber,. Jackson ‘& Cur
McDonald-Moore & Co
Mercicr, McDowell & Dolphyn
Cray, McFawn & Co

Wm. C. Roney & Co,

Team High—Three Games

Second Team High—Three Games.
Team High—One Game.._.___ o
Second Team High—One Game
Individual High—Three Games____

Cantnin
E. J. Miller

Kenneth Binkley_

. Don Miller

George Walker
Ray Bernardi

- Ront. Walwce

M. J. Stanko

_.Donald Crecea

Name
Crouse & Co.
Wm, C. Roney & Co.
Wm, C, Roney & Co.
Crouse & Co,
_Fred Hubcr (Andrew G. Reid & Co.)

Second Individual Hizh—Three Games__E. J. Miller tAndrew  C. Reid & Co.)
Third Individual High—Three Games__Robert Wallace (Wm, C. Roney & Co.)
Individuzl High—One Game_._____.___Paul I Morcland (Moreland & Co.)
Second Individual High—One Game..__Sutherland -(Cray, McFawn & Co.)

Third Individual High—One Game___

Sutherland

Robert Wallace
Clarence Horn _.__
C. G! M¢Doneld

._Fred Huber (An rew C. Reid & Co.)

GHT OF JAN. 7, 1948
R.y P. Bernardi
Carman
Meyer ..

Don W, Miller_____
200

Incorporated :

EASTMAN,
~January 28, 1948.

This announcement is neither-an offer to sell nor a solicitation of an offer to buy any of these Shares.

'THE FIRST BOSTON CORPORATION
HARRIMAN RIPLEY :

The offer-is made only by the Prospectus,

399,990 Shares

: Price $28 a Share

securities laws of the respective States.

MORGAN STANLEY & CO.

& CO.

PAINE, WEBBER, JACKSON & CURTIS

DILLON & CO.

-~ BLYTH & CO., INC.
'SMITH, BARNEY & CO..
MERRILL LYNCH, PIERCE, FENNER & BEANE

Bendix Aviation Corporation
Common Stock

(Par Value $5 a Share) -

.

Copies of the Prospectus may be obtained from only such of the undersigned as
may tegally offer these Shares in compliance with the

PAUL H. DAVIS & CO.

KIDDER, PEABODY & CO.

HORNBLOWER & WEEKS
UNION SECURITIES CORPORATION
DEAN WITTER & CO.

.. League, Inc., Philadelphia, Pa.,
Jan. 29, 1948 <« - Foe ST

itized for FRASER
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Railroad Secuﬁties

!

The way the railroad bond market has been acting for a period
of many months it did not seem likely that any railroad would have
{o resort to a call for.tenders practically regardless of how many of
jts bonds it wished to purchase. At times it. has appeared as if there
were virtually unlimited supplies® . it

of honds of all descriptions avail-
sble in the open market, A couple
of .years ago the tender operation
was popular with quite a few
rcads, but at that time the whole

. market picture was considerably

different than it is today. Not
snany roads have found it neces-
sary to use this device to further
their debt retirement - programs
for some time.

Perhaps heralding a new rash
of such operations, two roads have
recently called for tenders of their
bonds, The more important of the
{wo is that of Illinois Central, For
a number of years this road has
been engaged in an 'aggressive
debt retirement policy, largely di-
rected towards anticipating a for-
midable maturity schedule.in the
1950-1955/ period.. Late in 1945-the
company had called for tenders of
bonds of the earlier maturities but
this attempt was: not outstand-

_ ingly successful due to the high

prices at which most of the bonds

were presented. Later with the|’

sharp deterioration in general
market = conditions,
noticeable in the case of second
grade rail bonds, the company. was
able to continue with its debt pro-
gram through open market pur-
chases, which were largely made
below par value.

The recent decision to once

again try the tender method of

.debt retirement apparently indi-

cates that it was becoming in-
creasingly difficult, if not impos-
sible, to make any additional siz-
able purchases in the open market.
in the present instance the,com-
pany has asked fot tenders of all

bonds maturing from 1950 to 1955,
both. .inclusive, sufficient to ex-
haust $20 million of treasury cash.
With the dual influence of the
higher mdney rates now prevail«
ing and the unstable condition of
the second grade rail bond mar-
%et, the present operation should
at least be considerably more suc-
cessful than that of late 1945. Suf-
ficient tenders at reasonable prices
to exhaust the entire $20 million
appear as a reasonable expecta-
tion.

" Indicative of the progress the
voad has already made, there ‘'was
more than $108 million of non-
equipment debt retired during the
period 1941-1947, -inclusive. This
has reduced the total outstanding
to $206,500,000. Success of the
present operation will bring total
retirements to roundly $128 -mil-
lion, a cut of close to 41% since
the beginning of the war. The
1950-1955 maturities will be, cut
to approximately $85 million if
the full amount authorized is used
to acquire bonds. Moreover, with
finances still strong and the earn-
ings outlook good it is expected
that this operation will not signal

the end of debt retirement. AlL

in all, it may now be confidently
assumed that the road has vir-
tually overcome the near term
maturity problems.

Even more of a surprise than
the action of Illinois Central was

Guaranteed Stocks
Bonds
Special Securities

. o o
BH ﬂﬁm& v .
INCOR RATED
. GUARANTEED RAILROAD STOCKS-BONDS
|25 Broad Street New York 4, N. Y.

Telephone BOwling Green 9-6400
Teletype NY 1-1063

particularly |

| demand for goods and services

the announcement that directors
of Chicago Great Western had de-
cided to call for tenders of its
income bends. The amount of cash
that would be utilized was not
mentioned and will probably
largely: be determined by the
prices at which large blocks of
bonds are offered. As of the end
of 1946 there were only $5.881.5.)0
of the bonds outstanding, $296,700
having been retired previously.

following the announcement. Event
at the higher price, however, thei
total market value of the issue is'
only about $3.6 million, In com-
parison net  working capital: is!
over $5 million, bt

bond list was the report ' that
Western Maryland was’ negotiat-
ing with certain large institu~
ticnal kolders of its 4s, 1952-t¢/
extend the maturity now.instead
of waiting until the due date. The
proposal calls for increasing the
coupon rate to 4% % and extend-~
ing the principal to 1972; The
ponds are outstanding at $44,801,~
865 and it is reported that the

One other development in.thel.

company will go ahead w.th the|
extension if it is -accepted. by|
holders of €25 million. Settlement|

of the problem in this mannerl
would exert a highly constructive

The bonds had been selling in the
middle 50s but jumped above 60 |

COLUMBUS, OHIO—The Col

Ralph Elam

S. Alden, The Ohio Co.;

Curtis; and Ray O’Conner, Otis &

of officers of the

Vice-President;*and Fred B. Pa
Secretary-Treasurer. :

Combat |

Leading article in January issue
says fiscal and monetary action
bank credit is a

In the January issue of the

which reviews the postwar intlatio

Columbus Stock & Bond Club Elects TruSlGBS%-

elected the following trustees: Leland

Fred B. Paisley

“Federal Reserve
a leading article}. entitled “Demand, Production and Prices in. 1947,

influence on the road’s. credit
standing.

& Bond Club has
Vercoe & Co,; John

umbus Stock
Walters,

‘I 'present time

| Piser  pointed :
.| out.” - The ‘ac-
‘Itions of the

Morgan Penn

Harris Wood, Paine, Webber, Jackson ' &

Co.

In the ‘Financial Chronicle” of Jan. 22, we reported the eléctioh
Association, Ralph G. Elam,
Co., being chosen President; Morgan C. Penfy,

Sweney, Cartwright &
Hayden-Miller & Co.,
isley,¥ Freeman4 & Paisley, - Inc.,

Rescrve Board Sees New Curhs Keeded fo:

nflation

of “Federal Reserve Bulletin”
to restrain further expansion of '
basic essential. :

Bulletin,”. there:is

nary ‘pressures and coneludes; that

further price rises may be expected unless new fiscal and monetary.|

RBCNaie S

curbs are imposed. According tov
the article:

“The basic forces at home and’
abroad which contributed to ris-
ing prices and credit expansion in |,
1947 show unabated strength.
Some- have 'been_accentuated: by
the inflationary rise in commodity
markets in the second half of 1947
after a period of hesitation in the
spring. In many instances pros-
pective supplies of goods and plant
capacities which would appear
ample to meet market demands
with a lower level of income
seem inadequate to meet.demands
with incomes high and continuing
to increase. Thus, although the
physical- volume of business in-
ventory holdings increased some-
what further during 1947, although
a large volume of new. equipment
was installed, and although dollar
shortages led to many restrictions
on imports from the United States,

continues to exceed supply. At the
beginning of yet another year the
country is confronted with the
problem of preventing further in-
flationary developments and main-
taining or increasing production
and trade on a sustainable basis.

“The extent to which additional
supplies- can be relied upon to
meet the problem is limited. The
labor force is almost fully em-
ployed, at somewhat more than 40
hours a. week, and -ordinarily,
except ' with special incentives
such as those of wartime, the labor
force increases at a rate of only
about 1% a year. Increases in out-

put per man-hour may. be a:more |

important - factor contributing . -to;

increased output. There continue: L

to be.important shortages ofica=
pacity ‘to meet current’high" de~

mands; however, ‘as . in steel and |7 .-

petroleum. With the number of

‘meat animals on farms and the|.. >
supply of feed grains reduced; |

meat supplies are likely to -be
lower rather than higher. Supplies

of goods from abroad can show

little increase ‘in the near future,

- % |andthe Treas-.
ey withe
| however, provide
-|'can.in a: large degree control- the

“ = 'tinued, could.apply - its ‘cash sur-
| plus: to the purchase of its: bonds
i the market instead of retiring |
|‘chort=term; securities as they come
‘due. This would ‘provide, how-

and foreign demands are likely to
be . substantial, although below
earlier peaks.

«Under such circumstances the
importance of action to limit fur-
iher increases in spending, and the
amount ~of funds available for
spending, is evident. Continued
inflationary  developments = can
‘lead only to severe reaction, un-
employment, and financial = loss
later; and possible direct controls
over distribution and prices. are
likely to be effective only if basic
steps are taken ‘to limit - buying
power. .

. “Any adequate program,it, is
true, must include a wariety of
measures designed to meet a va-
riety of specific inflationary prob-

lems. One basic essential of any|

broad anti-inflationary . program,
however, is fiscal and monetary
action to restrain the further ex-
pansion in. the total .volume ‘of-
bank credit, since under present
conditions any appreciable over-

Thursday, January 29, 1948

Sees Bond Market Tied
In with Fiscal Policy

Lé Roy M. Piser,. Assistant Vice-President of. First:Bosten. Corpora-
- tion; says:-most important “unknown’”. in' today’s- bond  market is .
willingness: of Federal Reserve to continue purchases of government
“securities and price paidi Says withdrawal of support of ' prices
_may cause business collapse and widespread cashing of savings
bonds. %

. Develepments in the bond market depend not only on what may
be called the natural forces but also the policies followed by the
Federal Reserve System and the Treasury, Leroy M. Pizer of The
First Boston Corporation told the Municipal Forum of New York
members at a - e
luncheon
meeting on
Jan. 22 at the

-

Iprice at which they would make
\hese purchases, - If the Federal
continues to purchase government

Lawyers Club, securities at the present support
New York | price, teey will enable member
City. At the banks to continue to make loans

in large amount. As long as banks
are willing to do this and as long
| | as the Federal Reserve holds the
basket, commodity prices may
continue to rise:” ; :
Certain factors, however, may
.moderate the expansion of bank
‘credit. These. would include less
| |'willingness on the part of con=
sumers, business, and state -and
local “governments to  continue to
spend at a rapid rate or less will=
ingness ‘on tkeir part to ‘go even
deeper - into: ~debt. " In - addition
banks may, be less williag to con=
tinue ‘to make’ loans; because of
the increasing risk ‘as prices rise,
.because  of the: décline in  their
liquid position, and bécausa of the *
drain that is'made reserves by.the

Treasury cash surplus. = i

A lowering of the support prices
x_vould run. the danger of ircreas-
ing- selling by present holders in
order to liquidate before another
possible drop: i1 support prices.
1t would also run the danger of
ercouraging the’ cashing of sav-
ings konds. Complete withdrawal
of support of the market is in=
corceiveble, - because it - would
mag{nl’y the danger of widespread
ca§h1ng of savings bonds and
might well end ultimately in a
cqllapse of business.

Mr. Piser was previously asso-
ciated with the: Federal Reserve
‘Bank of New York, the Treasury
Department and, for 12 years, the
Board of Governors of the Fed-
eral Reserve System. serving in
the capacity of Chief of the Gov-
ernment Securities Section.

the' ~so-called
natural forces
seem to point
toward:. lower
prices; Mr.

Le Roy M. Piser

Federal Re-
serve . System

respect. to -bond prices;
“a. power that

level of bond: prices.
“.The Treasuty, Mr. Piser.con-

ever, orly a small fraction of tce
total: power to- support the bond
market. Under present law with
respect to gold reserve require-
ments, the Federal Reserve banks
could increase their. holdings by
an additional - $42  billion. This
would add to the reserves of mem-
ber banks and would permit mem-
ber banks to purchase about $230
billion of government securities
from: other helders.” This is far in
excess of the holdings of these
nonbank investors.’

Although there is no question as
to the Federal Reserve’s power to
control hond prices. the most im-
portant unknown.ia today’s bond
market is the willingness of the
Federal to continue.lo purchase
government securities ~and the’

NSTAN’oteé |

B ]

BOND TRADERS’' CLUB OF SEATTLE 4

At a meeting of the Bond Traders’ Club of ‘Seattle, held at the
Washington Athletic Club on the 16th of January, 1948, the follow=
ing were elected officers for the coming year:

John I. Rohde, President, John R. Lewis, Inc.; Richard H. Adams,

f

Waldemar L.-Stein

Richard H. Adams

John L Rohde -

L

Vice-President, Conrad Br;uc'e & Co.; W. L. Stein, Treasurer, Bram-
hall & Stein; Robert A. Nathane, Secretary, Merrill .Lynch, Pierce
Fenner & Beane. Fany g - : i

" The term of office. for-the above officers started’ as: of the .16th

all expansion' can lead- only to: the | ! ) ) LALLE
of January, 1948; and- will terminate as of the 31st of December, 1948.

further bidding up of prices.”

bitized for FRASER
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_ Warns Credit Gurhs
Might Paralyze Quiput

John K. McKee, President of
Continental Bank & Trust Com-
pany of New York, tells stock-
holds¢rs attempt to restrict ability
to prov.de ample credit for sound
purposes would be ineffectual in
checking  inflation.

In connection with the 77th An-
nual Meeting of Stockholders of
Contirental Bank. & Trust Com-
pany of New York held on Jan, 21,
John K. McKee, Pre-ident of the
Bank, made the following com-
ments on the general business and
economic situation: “The nation’s
production
machine is
geared for an
cutput of un-
precedented
proportions in
1948, To oper-
ate this ma-
chine at ca-
pac ty will re-
quire -ade-
quate labor
raw materials
and credit.
The  problem
of producing
cn such a vast
scale without
creating - fur-
¢ their inflation constitutes a chal-
“wlenge fo government, indusiry,
~and ‘labor, but: the ‘objective. can
“‘be"accomplished if it is approached
-Twith courage; wisdom, and a real
- sense of responsibility: by all con-
cerned for' the welfare of the
country as a whole: Sound meas-
ures to combat a temporaryinfla-
tionary trend “are “desirable, but
hasty, experimentil action, based
‘on _untried “égonomic : - theories;
~could aggravate the present prob-
+lem, or even‘prodice a severe re-
“~action in the form of. a- deflation-
ary-movement.. o o
/4 ““The nation’s commercial bank-
ing systém is as anxious as-any
othér group to. see a stable’ and
healthy économy. But any atiempt
to restrict”its ability to provide
‘ample credit for:sound, productive
purpesess wotild“be completely ‘in-
effectual ' in".éheckiag  inflation,
" especinlly while government lend-
ing, direct andiindire¢t’ continues,
and as long ds -the.government
retains and - attempts to' acquire
additional broad powers over our
economy. In  fact, such action
might = paralyze our -production
machine; and its cumulative ef-
feets could set in motion a dis-
astrous, deflationary trend.”

With Walston, Hoffman

(Special to THe FINANCIAL CHRONICLE)
SANFRANCISCO,CAL.—Frank
E. Smith is now with Walston,
Hoffman & Goodwin, 265 Mont-
gomery Street, members of the
~New York and San Francisco
© Stock Exchanges.'" He “was for-

merly with Raggio, Reed & Co.

John K. McKee

Joins Thomson

& McKinnon'
B Special to ’I_‘HE FINANCIAL CHRONICLE
CHICAGO, . ILL. — Anthony E.
. Palke, previously with: Lamson
Bros. & Co.; is now associated with

Thomson & McKinnion, 231 South | -

La Salle Street.

Three With” Merrill Lyhch -

(Special to Fign‘j‘mmcm.‘ ‘CHIONICLE)

SAN FRANCISCO; CAL.—Ter-
rence.; M. . Dempsey, Gilbert: F,
Olson,:and};Carl  Perry’ are ‘now

associated ‘with Merrill Lynch, |

Pierce, Fenner & Beane, . 301
Montgomery. Street. AT

- -Louis J. Vetter Opens
(Special .to THE. FINANCIAL® CHRONICLE)
SANTA . BARBARA, .CAL.—
4’1 Louis J. Vetter has opened offices
'i;in La' Arcada -Building. ‘In’ the

past he was with C, E. Abbétt & |~

Co. and Investors Syndicate.

p;//fraser.stlouisfed.org/ S
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This is not an Offering Pry:})ectm. The offer of this Capital Stock is made only by means of the Offering Prospectus. These securities,
! though registered, have not been approved or disapproved by the Securities and Exchange Commission,
which does not pass on-the merits.of any regidtered securities. '

NEW ISSUE January 29, 1948

2,269,050 Shares
Gulf Oil Corporation

Capital Stock
(Par Value §25)

Rights, evidenced by Subscription Warrants expiring 3 P.M., Eastern'Standard Time, February 10, 1948, to subscribe for these shares
at 51 per share(an aggregate of $115,721,550) on the basis of one new share for each four shares held were issued by the Cor-
poration to its Stockholders of record at 3 P.M., Eastern Standard Time, January 27, 1948. After the expiration of the Warrants
the Underwriters may publicly offer any unsold Capital Stock at a price or prices not' yet determined. Issuance of Capital Stock
upon the exercise of Warrants is not conditioned upon the sale of unsubscribed stock to the Underwriters.

The Subscription Warrants have been admitted to trading privileges on the New York Stock Exchange
and the Capital Stock is listed on said Exchange.

'

The following is the Corporation’s brief outline of certain information contained in'the Offering Prospectus and is subject to the more detailed
statements in the Offering Prospectus and the Registration Statement which include important information not outlined or indicated herein.

THE CORPORATION  Gulf Oil Corporation, incorporated in Pennsylvania in 1922, and its domestic subsidiaries constitute an integrated
% unit in the petroleum industry, owning substantial reserves of crude petroleum which are located in Texas, Louisiana,
Mississippi, California, Oklahoma, Kansas, New Mexico and in other states. A wholly owned subsidiary of the Corporation owns petroleum
concessions in Venezuela and a wholly owned subsidiary has a 509, interest in Kuwait Oil Company Limited which owns a concession in Kuwait
on the northwest corner of the Persian Gulf. DeGolyer and- MacNaughton, oil experts, have given their opinion that reasonable estimates of
resérves of crude.oil and condensate of the Corporation and its subsidiaries, considered proved as of January 1, 1948, are 1,100,000,000 barrels in
the United States and 575,000,000 barrels in Venezuela, and a reasonable estimate of the reserves applicable to the Corporation’s interest in
Kuwait Oil Company Limited, considered proved as of such date, is 5,138,000,000 barrels, !
The Corporation and certain subsidiaries own crude oil refineries and natural gasoline plants, pipe lines, tank cars, tankers and other marine.
equipment and in addition have marketing outlets and equipmérit in-thirty-one States and the Bistricc of Columbia in the United States and,

through foreign subsidiaries, in many European and other countries.

CAPITALIZATION ' The outstanding funded debt of the Corporation at December 31, 1947 consisted of $84,000,000 of 1!4% and 134%

* " Notes payable to banks due in 1949, a $3,000,000 Installment Note, 234%, due in 1948, held by a wholly-owned sub-

sidiary, and a $100,000,000 Instaliment Note, 214%, payable to an insurance company due in annual installments from 1953 to 1972, inclusive.

The CaYim}‘ Stock of the Corporation consists solely of Capital Stock, par value $25, of which' 12,000,000 shares are authorized and 11,345,250

shares will be outstanding after the sale of the 2,269,050 shares covered by the Offering Prospectus. The Capital Stock has one vote per share,
has cumulative voting rights in the election of directors and is non-assessable. - « H

: EARNINGS " The f_'ollbwing sumfnary of earnings of the Corporation and consolidated subsidiaries has been reviewed by Price, Waterhouse &
: gl Co., independent public accountants, and should be considered in conjunction with the summary of earnings and the financial
statements together with the notes appended thereto in the Offering Prospectus,

Costs, Operating
and General &
Expenses,
Gross o+ Including. " Income Before = . - Income Taxes
o Op i Depreciati: Other Income Provision for (i ¢
] , and D | In Ded ol Taxes g Federal Other | Net Income
. $255,395,000 ' $227,437,000 -« $6,319,000. - $6,565,000 - - $27,712,000 " $1,309,000 $248,000 °.$26,155,000
L4 241,336,000 228,977,000 - ;- 3,719,000 3,363,000 12,715.000)‘ ' 1,917,000 10,484,000
-254,846,000 . 240,288,000 3,974,000 3,964,000 14,568,000 ' 1,894,000 '’ .- 12,533,000
"273,078,000 - 249,448,000 5,176,000 25,903,000 3,548,000 22,150,000
337,800,000 294,211,000 - 4,784,000 .- 42,309,000 8,232,000/ 508,000 - 33,569,000
: 349,940,000 - 316,649,000 4,885,000 30,632,000 7,425,000 226,000 22,981,000
. 405,565,000 " 360,695,000 7,672,000 9,468,000 43,074,000 12,797,000 694,000 - 29,583,000
482,862,000 - - 417,839,000 5,633,000 18,465,000 52,191,000 6,363,000 2,025,000 43,803,000
-+ 504,693,000 441,786,000 6,132,000 17,782,000 51,257,000 2,000,000 - 6,053,000 43,204,000
- 11946 562,241,000 479,384,000 8,825,000 . 14,626,000 77,056,000 12,300,000 6,471,000 58,285,000
:5(?; 1947}”‘ -5‘6l~,500,000: 468,195,000 - 6,619,000 13,548,000 86,376,000 - 13,800,000 6,864,000 65,712,000

DWIDENDS. The.Corporation has paid dividends in each year since 1922 except in the years 1932 to 1935, inclusive, such dividends aggregating
.ot $0.75 per'share in,1947. A quarterly dividend of 75¢ per share was paid January 2, 1948,

PURPOSE. OF ISSUE - The purpose of the issue is to raise additional capital funds to be added to the general funds of the Corporation.
il oo ¢ Inclided in the uses: to which funds may be applied are the acquisition -and development of production properties
and the expansion of refining, transportation and marketing facilities.

UNDERWRITING  While no firm commitment to purchase the unsubscribed shares has been made, the several Underwriters have agreed,

0 ¢ subject to certain conditions, to purchase from the Corporation at $51° per share such of the shares of Capital Stock as

are-not purchased upon exercise of the Warrants. Thus the net cash ‘proceeds to the Corporation from all the shares offered will be $115,721,550

. before deducting expenses of the Corporation and underwriting commissions, The aggregate underwriting commissions will be $2,603,735, The

Underwriters have-no option to purchase less than all the unsubscribed shares. With respect to sales set forth above the Underwriters may realize
profits or losses independent of the foregoing underwriting commissions.

Prior to the expiration of the Warrants, the Underwriters will offer Capital Stock, purchased or to be purchased by
them, at an offering price which shall be no' more than the last sale price of the Stock on the New York Stock Exchange
in the last preceding 24-hour period nor less than $51 per share. The offering price may be varied each 24-hour period
but, it is intended, shall not be varied within any such period except that it may be reduced. Such sales may include sales
to dealers at the offering price less a concession of $1.00 per share or such other concession as may be determined as set
forth in the Offering Prospectus. In connection with such offering reference is directed to ‘‘Arrangements Regarding
Certain Warrants,” in the Offering Prospectus for information regarding certain Warrants to be made available for pur-
chase by the Underwriters.

In accordance with the foregoing the several Underwriters offer 1,213,443 shares of the Capital Stock at the price of

$59 per Share
subject to change without notice.

IN CONNECTION WITH THIS OFFERING, THE UNDERIWRITERS MAY EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN
THE MARKET.PRICES OF THE CAPITAL STOCK AND SUBSCRIPTION W ARRANTS OF THE CORPORATION AT LEVELS ABOVE
THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH TRANSACTIONS MAY BE EFFECTED ON
THE NEW YORK STOCK EXCHANGE AND IN RESPECT OF CAPITAL STOCK IN THE OVER-THE-COUNTER
. MARKET. ANY SUCH STABILIZING, IF COMMENCED, MAY. BE DISCONTINUED AT ANY TIME

« Further information, ﬁa(litr:/ixr[;qﬁnmitial information, is contained in the Registration Statement on file with the Commission, and in a more complete
Prospectus which must be furnished to each purchaser and is obtainable from only such of the several Underuwriters, including the
- undersigned, as may legally offer these securities in compliance with the securities laws of the respective. States.

The First Boston Corporation
Eastman, Dillon & Co.

i Blyth & Co., I_nc.
: Gbldman; S'éc}is’j& Cq./ Harriman ‘Ripl'éy & Co.  Kidder, Peabody & Co. ~Lazard Fréres & Co.

Glore, Forgan & Co.

i : Incorporated

Lehman Brot_hg;éf ; Merrill Lynch, Pierce, Fenner & Beane Smith, Barney & Co.

= " Stone '&%Wébéte‘r Securities Corporation Union Securities Corporation .
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Taxes—Their

Influence On

Venture Capital

By LAMMOT du PONT*

Formerly, Chairman of Board,
Prominent industrialist explains

E. I. du Pont de Nemours & Co.
effects of high taxes in causing

shifts from investment in risk ventures to safe and riskless invest-
ments. [llustrates peint by reference to odds that would be as-
sumed by gambler in his operations; the greater these odds the
less gambling. Concludes private enterprise cannot prosper as tax

rates are too high, and though it
late maximum tax rate that do
fixes it

I am neither a tax expert nor

is practically impossible to calcu-
es not stifle risk investment, he

at 25%.

economist. What I say is merely a

statement of what seem to be relevant facts and appropriate deduc-
tions or reasonings therefrom, which, to me, seem sound and logical.

* Perhaps they ‘will not so appeal

Ato you. When I speak of taxes

I refer to the
graduated  in-

come taxes on
personal in-

comes under

the present

scale of Fed-

eral taxes,

running up to

a maximum of

86% %. 'This,
without . in-

cluding ‘any .

state or ‘other

income taxes,

hen I =

speak of “‘ven- g
ture” capital
or “risk” cap-
ital, 'I meuan
capital. invested in business en-
terprise in the hope and expecta-
tion of obtaining a more or less
_permanent -income - as’ distin-
guished from a capital. gain, and
when the possibilities of obtaining
the expected income are quite un-
certain and variable between wide
limits. When making such invest-
ment there is always a good chance
of missing the expected income,
and also of not even getting back
the capital. The enterprise may
fail.

Interest capital is capital in-
vested to secure rate of return ex-
pected by current interest rates at
the time; the risk being small or
nil, and the return of capital even-
tually being practically sure.

Obviously, the risk investor does
not make a risky investment un-
less the expected rate of return is
far greater than the mere interest
rate; otherwise, there would be no
justification for assuming the risk.

Now, consider an example:

An .investor has an opportunity
to invest $10,000 in a project
which he thinks has an even
chance of yielding him an income
of $1,200 per annum  (12%). The
probability of a higher or a lower
yield is -about equal. If his top
income tax bracket is 50%, his
return after taxes, will be only
6% and he may very well say to
himself: “I won’t do it—TI'll buy a
mortgage or a seasoned common
stock that will yield nho more than
that much, but will ‘be practically
{ree from risk.”

If his top income tax bracket is
20%, he can figure on a yield.
aftcr taxes, of 9.6% (that is 80%
of 12%), and the investment will
look good to him.

Il 1'is top bracket is 8615 %, he
can { Zure on a yield, after taxes,
of only 1.62% (13% % of 12%) and
he would consider himself a fool
to make:the investment instead of
buving . a tax-free bond, which
will y'eld him 2% or even 3%,

You may wonder why I use in
eac™ case the top tax bracket of
the ‘nvestor, rather than the aver-
agn rate of tax paid by him. The
reason - is, -of course, clear. The
‘nvestment the individual pro-
poses to make is in addition to in-
vestments already made or held.

The income from such new in-

. Photo. by
wm. shewell Ellis Studios
Lammot du Pont

*An address by Mr. du Pont at
the Forum of the Investors League.
Inc., Philadelphia;. Pa;:Jan. 29,
1948. Wi s
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vestment will, of course, be added
to what he already has.
Now, consider another example:

When the Investor Takes a Chance

The opportunity looks like a
long chance; it appears to have
.nly one chance in 10 of working

g out, but if it does work out, it will

yield 120% annually. The inves-

tor may properly figure that if

e made hundreds.or thousands
of - such investments . of - $10,000
each that 90% would fail and 10%
‘would work out satisfactorily.
That would mean that, on the
average, the ventures would yield
1/10 of 120% or 12%;, as in exam-
ple one; hence the reasoning
which I have attributed to the in-
vestor in example two and would
be applicable to the investor in
example one, as a result, he could
not possibly justify the investment
if he was in the 86%%  top
bracket. ;

The chances of a business ven-
;ture being successful and the
yield of earnings, if successful,
cannot be calculated accurately, as
I have assumed in these examples,
yet the speculative investor must
make a mental effort to approxi-
mately estimate the results—and
he does, perhaps unconsciously,
but there is another factor that
comes in—an element of human
nature. Men are natural gamblers
—men all like to take a chance
in hope ' of winning; and that
human trait will cause an inves-
tor to take a chance even if he
knows the odds are against him
but not if the odds are heavily
against him and if the amount at
risk is large. I will come to the
evidence of that later.

With millions of risk investors
and millions of opportunities for
risk investment — just ' consider
that there are over 1,000 stocks
listed on the stock exchanges and
that any investor may buy any
one or more of those stocks on
any working day of the year, so
that there are literally billions of
opportunities for an individual in=
vestment in a year, without con-
sidering at all efforts in indi-
vidual private enterprise.

You may think that purchase of
a listed stock is not a real invest-
ment {rom the standpoint: of the
national economy, because some-
one must sell it to you, so that

{er from one hand to another, but
ﬁhe effect is the same as though
it were a new investment, for he
who gets your money must invest
it ‘himself.  If he buys a listed
stock, and millions of others do
‘the same, they push up the market
prices, and so reduce the yield,
and continually press the invest-
ment of funds into other ventures
that give better promise of yield.

Diminishing Returns and
Tax Rates
With all the maze of investors,
investment opportunities and the
complication of thinking of indi-
viduals, it would seem impossible
by calculation or by any sort of
poll to even approximate the con-
trolling figures of return—the ex-
act point of diminishing return:
(Continued on page 39)

the transaction is merely a trans-'

Morgan Stanley Group
Places Bendix Stock

Morgan Stanley & Co. headed
2 natonwide group of 'underwrit-
ers that on Jan. 27 offered pub-
licly 399,990 shares of Bendix
Aviation Corp. common stock, par
value $5 a share, at $28 a share.
The stock represents holdings of
General Motors Corp. in Bendix
Aviation. Bendix Aviation Corp.
will receive no part of the pro-
ceeds from the sale. The issue
was oversubscribed.

The 399,990 shares, which
amount to 18.9% of the 2,117,453
outstanding common shares, are
the remainder of 500,000 shares
acquired by General Motors in
1929 when Bendix Aviation was
nrganized as a Delaware corpora-
tion.

The decision by General Motors
‘o dispose -of all its holdings of
Bend'x Aviation common stock
~eflects the conclusion by General
Moters that complete acquisition
nf Bend.x Aviation, as corsidered
from time to time since 1929. does
not seem feasible. Bendix Avia-
tien Corp. for many years has sold
various of its products in substan-
tial quantities to General Motors
Corp. These commercial relation-
ships have been on a: business ba-
sis not affected by General Motors
Corp. stock  interest ' in ' Bendix
Aviation Corp., and have been
substantially’ similar. to. the
commercial relationships: between
General Motors Corv, and other
important parts suppliers:

Bendix Aviation is. engaged
vrincipally in the manufacture
and sale of various lines of auto-
motive, aviation, radio, marine.
and sundry products, many of
which are designed to be incor-
porated in the finished products
of other manufacturers. Automo-
tive sales accounted for about 38%
of total volume in the year ended
Sept. 30, 1947, aviation sales ac-
counted for another 38%, with
sundry products making upn the
remaining 24%. This contrasts
with the 1935-1939 period when
automotive sales comprised about
f4% of the total, aviation about
31%, and other products only
about 5%, and with the most ac-
tive period of ‘war production
when aviation products accounted
for approximately 82% of total
sales. The corporation has 11
plants in the United States. the
largest of which is in South Bend,
Ind.

Bendix Aviation’s outstanding
capitalization is comprised solely
of 2,117,453 shares of common
stock. This stock is listed on the
New York Stock Exchange and
the Chicago Stock Exchange.

Caswell & Co. Adds

(Special to THE FINANCIAL CHRONICLE)

CHICAGO,  ILL.—Thomas: W.
Ryan has become: associated with
Caswell & Co., 120 South La Salle
Street. -In the past he was with
Foster & Marshall in Seattle.

With: Herrick, Waddell Co.

(Special to THE" FINANCIAL “CHRONICLE) -

BLOOMINGTON, ILL.—Harold
P. Gardner has become connected
with Herrick, Waddell & Co., Inc;
of New York.

Kidder, Peabody
& Co. Adds

sSpecial- to THE FINANCIAL CHRONICLE
CHICAGO, ILL. — Helen K.
Callahan has joined the staff of
Kidder, Peabody & Co., 135 South
La Salle Street.

With Merrill Lynch Co.

Special to THE FINANCIAL CHRONICLE
CHICAGO, ILL.— Robert A.
Sigg is now with Merrill Lynch,
Pierce, Fenner &.Beane, Board of
Trade Building.
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The ERP—A New Adventure
In Peace

By BERNARD M, BARUCH*

Former presidential adviser, though asserting European recovery
program is in interest of world peace, holds it can be carried out
“only if European people are prepared to aid, and it is done well.
Sees dual aspect in European crisis as it affects foreign and domes-
tic policy, and recommends among other things: (1) U. S. buy all
non-perishable foreign raw materials; (2) extension of President’s
tariff authority; (3) a political and economic union of European
countries, guaranteed by U. S. and other nations; (4) European
organization to liberate every productive resource; and (5) stabili-
zation of currencies. Proposes also domestic reform policy, with

lower food prices and an excess

profits tax at 509, of wiar rate.

. It is an honor to be asked to appear before this Committee whose
distinguished Chairman and Vice-Chairman, as well as other of its
members, have rendered such invaluable service to the nation over

so many trying years.

Yours is one the most momentous decisions in

the history of
America, in-
deed of the
world. We —
you — are
writing what
history may
record as a .
fateful = chap-
ter in the aw-’
ful . story - of
the-incredible -
follies of man-:
kind  which
destroyed ear- | -
lier'  civiliza=
tions — civil-
izations which
seemed. as’
sturdy as ours does now. Or—we
are writing what may prove the
beginning of a new adventure in
peace, never before attained.

Should -we help Europe and the
world recover? There.is almost a
unanimity of opinion, in which I
join, that it is in our interest—in
the. interest of world peace—to
do: so, :

Can it be done without wreck-
ing ourselves? Yes, but only if
the European peoples will help
themselves and if the American
people are prepared to do what
needs to be done.

7 Do It—Or Don’t

‘We cannot do a thing and not
do it at the same time. If we are
to undertake a European Recov-
ery Program, let us do it well.
Doing ;it. well involves far more
than merely appropriating money,
however many: billions. It means
organizing the job soundly and
administering it skillfully. It also
means that each of us—not just
the Treasury—must contribute
what is required in moderation,
self-restraint and, if necessary.
sacrifice, so as to be sure to see it
through.

Bernard M. Baruch

Dual Nature of Crisis

By itself this legislation ‘cannot
bring peace. ‘It is a beginning,
not the end. If its objectives are
to be realized, it must be accom=
panied by two further actions—we
must stabilize America for peace;
we must develop a global strategy
for American peace-making.

This morning, I would like to
address myself particularly to this
dual aspect of the crisis we face—
how inseparably joined are for-
eign and domestic policy, ‘like
Siamese twins.

All-Out Peace Drive

The foundations of economic
stability in the world  without

| which peace- must - continue to

elude us—can be brought into
existence ‘inside of two years,
through an all-out production

drive here and in the rest of the
world.: If, from today until Dec.
31, 1949, we produced for peace
as we produced for war—all-out—
without interruptions, strikes,
lockouts, or profit scrambling —

*Statement of Mr. Baruch be-
fore . the Senate Committee on

. D. C., Jan, 19, 1948.

Foreign - Relations, : Washington,

mankind’s whole lot and outlook
would be magically lifted.

Work — Production — Thrift —
they made America. They car
now save the world. I would like
less emphasis in this program on
the mere giving of money and
more on rewarding greater pro-
duction.

- What Is the Future. Worth?

Although sorely wanted, bread
alone ‘is not ‘what Europe: needs.
Europe must also - have: faith,
something to believe in. Only the
United States can fill the: vacuum -
of hope and courage, which sucks
men down. We must, above all,
make the future worth working
for. “This requires a bold resolute,
concerted attack against the claw- -
ing fears of inflation-and of an-
other war. ‘ ;

To this-end, I reccommend:

(1) The United States stand -
ready to buy all non-perishable °
raw materials produced anywhere
and by anyone in the world for -
the next five years, and which
cannot {ind normal commercial
marke{s: minerals, metals and
ores, both crude and refined; jute;
sisal; etc.; yes, even wool and cot-
ton. Also up to 750,000 tons of
crude rubber, This should be .
made part of the European recov-
ery legislation,

(2) Extend the President’s pres-
ent tariff authority for the next
three years.

(3) That the countries of Eu-
rope—as many as are’ w.lling—
band themselves into a political,
economic and defense union under
the United Nations. This would
include the lowering of trade
barriers among them.

(4) That the United States, and
such others as will join us, mu-
tually guarantee the nations en-
tering this ‘iinion against aggres-
s.on. By guarantee I mean a firm
promise to go to war in joint de-
fense if any of them are attacked.

(5) That' the European nations
organize to'libertité' and use every-
productive ‘resotircé of the conti-
nent, with! those ‘of the the Ruhr
regulated under priorities and in-
ternational ‘control so as to pro-
tect the peaceful interests of Ger-
many’s neighbors,

(6) Stabilize all European ‘cur-
renc.es - and establish | redlistic
rates*of exchange. :

(7) A two-year peace produe-
tion drive in this ‘country—to
work for peace as we worked for
war—where feas'ble, ‘with longer
hours and overtime; -where not,
to smash production bottlenecks.

(8) As part of this work-fox-
peace drive, an accross-the-nation
anti-inflation program to stabilize
for peace,” including:

(a) Reduction of major food
and agr.cultural prices in ex-
change for guaranteeing farm-
ers an assured price for their
crops for the next three years,
with ample soil conservation.

(b) In return for this roll-
back, stabilization of wages,

1 (¢) Restoration of the excess
profits tax by 50% of the cut

(Continued on page 31)
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‘The Marshall Plan—
- Operation Rat Hole?
By HON. C. WAYLAND BROOKS* :
U. S. Senator from Illinois

Senator Brooks attacks Marshall

Plan as increasing average family

tax burden by $500, as causing still higher prices ‘and higher
wages; and as leading to rationing, price controls and regimentation.
Says unless European countries change their socialistic plans and
programs and go to work to produce, aiding them will be an
“QOperation Rat Hole” and. as result we will “follow them instead
of lead them.” Says taxpayers’ money will not save Europe.

The so-called Marshall Plan was no plan at all. It was an idea
expressed in a speech delivered by Secretary Marshall on June 5,

1947, at Harvard, suggesting that

Western European nations get to-

gether, formulate a program to help themselves and tell the taxpayers

of the United
. States how

much they

should supply
" to. carry -out
thelr- ideas.

Foreign Sec-
retary Ernest
Bevin of
Great ‘Britain
grabbed
the idea with
enthudiasm.
His  socialist
government
had just dissi-
pated in one
year almost
all of the
$3,750,000,000  (gift—called a
loan) that was provided for five
years’ necess.ties.

.He called together 16 nations in
Paris and they presented us with
1heir “program.” They estimated
the imports they wished to have
for four years, then subtracted the
exports that they thought they
could ship and presented us the
estimated bill for the difference.
This bill amounted to $22 billion,
The Truman experts present a
figure of $17 billion, but that does
not include the $800 million. we
must pay annually to feed the
German population in the Amer-
ican zone, nor the $500 million we
must pay annually to feed: those
in the British zone when we take
over the British obligations there,
nor does it include any money to
be spent in China or Asia.

What It Means

This means several things:

(1) It means that each average
American family -would have to
increase its already heavy tax
payment by $500. !

(2) It means higher prices for
everything we buy in America, for
these bill.ons of dollars will find
their way back to compete with
the American taxpayers for wheat,
food, scrap iron, farm machlne_ry,
fertilizer, transportation and min-
ing equipment and many other
articles and raw materials already
in short supply. ;

(3) It means that higher prices
and higher taxes will cause wage
increases and still higher prices.

© - {(4) It means greater shortages
-dnd rationing, price controls, and
. further allocation and regimenta-
tion,

The President has already asked
for unlimited : authority to re-

_establish rationing and price con-
trols in “selective” forms. Make
no. mistake about it—when con-
trols, rationing and price-fixing
go on again in peacetime, they
will never come off. We still live

Sen, C. W. Brooks

/ under the New Deal administra-

tion that has created and will
* create emergency after emergency
‘that will call for ever greater gov-
ernment control of the lives of the
free American citizens.
"' Under the Truman administra-
" tion in 1947, we exported goods
and services out of America at the
‘ rate of $19 billion, We imported
" into America goods and_services
at the rate of only $8 billion.
That excessive export of $11

.- *An address by Senator Brooks

" pefore the 293rd Regular Meeting

of the National Industrial Confer-

..ence Board, New York City, Jan.
22, 1948.

billion has greatly increased the
cost: of our food, clothing and
everything we had to buy in 1947.
. Every time the government an-
nounced a large figure of export
of wheat, the price of wheat went
up. - This affected the price of the
whole food bill in America. It
did the same with farm machin-
ery which again increased the cost
of food. :

The American people have been
and are still the most charitable
people on earth. But we are only
7% of the world’s people; we oc-
cupy only 7% of the earth’s surface
and in our bumper years we only
produce' 12% of ‘the world’s food
supply. We are already carrying
the largest national debt ever car-
ried by any people in history.
The average citizen is now work-
ing three days out of every ten
to pay his taxes and- working the
other seven days to pay the ever-
increas’'ng cost of living. This
means less every year for, civ.c,
charity or church contributions on
the part of our average American
citizen. This heavy burden is
carried not only to support our
own  government, but to support
socialist governments abroad who

fixing, rationing, regulation, re-
strictions, unbalanced budgets and
false values of currency.

How Plan Was Drafted

Not only did Secretary Marshall
not draft the original plan. He
did not draft the bill which was
presented to Congress and the
American people with his abrupt
ultimatum that we “either under-
take to meet the requirements of
the problem or don’t undertake it
at all.”  The European Plan was
drafted by 16 European countr.es
and the bill was drafted by 14
government lawyers, representing
as many different government bu-
reaus.

If we turn $17 billion of Amer-
ican taxpayers’ money over to the

ernment bureaus, it will no doubt
be dissipated the same as the

to the free enterprise system of
production in' America. Too often
these government bureaus seem
to enjoy the dissipation of Amer-
ican wealth and substance which
gives rise to further governmental
control and regulation by these
bureaus themselves.

There is altogether too much
talk today in America about need-
ing a “third force” in Europe that
is half way between the totalitar=
ian system of Russia and the free
enterprise system of - America,
These left-wing ' socialist sympa-
thizers call this new “third force”
the ‘“democratic socialism.”

To support such.a system in
Europe means constant contribu-
tions from the free enterprise sys-
tem of America to make up the
continuing yearly deficits of these
European ' countries’ while they
foster -and ' follow - policies *‘and
practices. that - will. make it an

endless and futile program::+To
follow this policy further:imeans
higher prices, constant: scarcities,

foster and follow policies of price-|

13 European countries and 14 gov- |-

$3.75 billion given to Great Brit-|:
ain to help subsidize their soc.al-|:
| istic governmental practices, 1

I am not sure that any of the }:
drafters of this legislation ever{!
made any substantial contribution:

permanent. controls, loss of liberty
and bankruptcy for America,

America - wants. to  help those
who love :liberty. and .those who
willvwork ~ to. help - themselves.
Europe needs leadership in incen-
tive to ‘work and produce above
all else. ' - ;

We can help them, but any help
we provide should be intelligently
directed ‘to: produce food, coal,
steel and  transportation. These
are ‘the four basic;products from
which  all~ other  production  will
follow, . Everything we provide
will be gifts, for none of these na-
tions can pay back any substantial
amounts any -more . than they
could: pay back .after the: First
World War. 'Nor .can England
ever repay the $3.75 billion of
American taxpayers’ money . they
spent in the last year.

Whatever we. give them should
be administered to create work
and production by a separate or-
ganization, manned. by  American
experts now employed in Amer-
ican labor, agriculture and indus-
try, and not be administered by
political hangers-on in - govern-
ment departments or bureaus.

The State Department or the
Military are neither equipped nor
qualified to handle such a task.
The State Department and our
Military stood startled, stunned
and  confused when -we were
struck at Pearl Harbor, Then we
called in the leaders and experts
of American labor, ‘agriculture
and industry to produce the weap-
ons, food and: materials essential
to bring our enemies to -their
knees. It was a major operation.

The problem of creating incen-
tive, work and production ir
Western Europe is another maior
operations. Unlessthey change their
soc’alistic plans and programs, un-
less they go to work and produce
themselves, everything we pro-
vide for them will be “Operation
Rat Hole.,” No matter what we
give them 'it will. mean highei
prices, higher taxes;and will lower

the .standard of.living of the al-
ready over-taxed average-citizen
in America. . : .

While we want to continue to be
helpful and - generous, we must
not pile the mistake of tomorrow
upon the mistake of yesterday. If
we do, we shall ‘be drawn down
to ‘the depths of :despair of Eu-
rope, -instead of helping her
peoples: to rise by their own hard
work and intelligent ‘production.

We must stop ‘ subsidizing so-
cialist governments abroad,
whether we call it 'charity, eco-
nomic loans, political loans, an ef-
fort to stop communism or a guar-
antee of future peace.

The American taxpayers' money
will not save Europe, Work and
production are the only soun”
bulwark against the misery of
communism,

We bave no right to vote away
the freedoms of the American
people. We have no right to vote
to export ‘American money or

administered by patriotic Amer-
ican experts now engaged in
American free enterprise, in labor,
agriculture and industry, who can
meet this cha]lengelto lead and
direct - the  plants |and skilled
workers of Europe té produce far
more -than thev did before the
war, This is the only hope of
saving them, It is the only hop¢

the American taxpayers, It is the
only hope of effectively sup-
oressing communism, It is the
only sure road to recovery and
peace.

To blindly adopt the so-called
Marshall ‘plan and continue to
subs.dize socialist govern-
ments with bad politics and prac-
tices that make them too weak for
war or peace is folly.
surely mean' that we will follow

domestic freedom,

goods in short supply, unless it is’

of getting them off the backs of

It will

strangle and stifle. our own pro-
duction until 'we will be too weak
to save them or ourselves,

NASD District 8
Elects New Officers

CHICAGO, ILL.—At the first
meeting - of District Committee
No, 8 of the National ‘Association
of Securities Dealers, Inc., in 1948,
held on Friday, Jan. 15, at the As--
saciation offices in Chicago, How-
ard E. Buhse, Partner of Horn-
blower & ~Weeks, Chicago, was
elected Chairman to succeed Paul
E. Alm of Chicago. Milton A,
Manley, Partner of M, A. Manley
& Co., Detroit, was elected Vice-
Chairman ‘to succeed Duncan M.
Rowles of Chicago. John F. Brady
was reelected Secretary.

New members of the District:
Committee assuming office in 1948
are (terms three years):

:William C. Gibson, W, C. Gibson
& Co., Chicago Ill.; John M. Doug-
las, John M. Douglas & Company,.
Inc,, Omaha, Neb.; Michael  D.
Dearth, McCrary, Dearth & Co.,
Inc,, ‘Des -Moines, Iowa; Lee R.
Ostrander, William Blair & Com-
pany, - Chicago, ' Ill,; ~Frank- L.
Reissner, Indianapolis Bond and
Share Corporation, Indianapolis,
Indiana.

Mr. Dearth was elected to com=
plete the unexpired portion of a
term to expire January 1950.

The following have completed
their terms on District Committee

0. 8:

Paul E. Alm, C. L. Schmidt &
Co., Inc., Chicago, Ill.; James F.
,McCloud, Kirkpatrick-Pettis Com-
| pany, Omaha, Neb.; Duncan M.
, Rowles, Harris, Hall & Company,
IChicago, I11.; Cecil W. Weathers,
City Securities Corporation, In-

them instead of leading them. It dianapolis, Ind.
will mean that we will lose our

District No. 8 of the Association

It will mean!comprises the states of Illinois,
that we will be bound by the Indiana, Iowa, Michigan, Nebraska

chains of controls that will and Wisconsin,

E. H. Rollins & Sons‘

Incorporated

Goldman, Sachs & Co.  Harriman Ripley & Co. ~ Kidder, Peabody & Co.

Smith, Barney & Co.

Union Securities Corporation

This announcement is nol an offer of securilies for sale or a solicilalion of an offer lo buy securdlies.

103,113 Shares

Southwestern Public Service Company

Common Stock
Pur.V.alue $1 per Share

Transferable subscription warrants in bearer form evidencing rights to subscribe for these
shares have been issued by the Company to holders of its Common Stock, which warrants ex-
pire at 4 o’clock P.M. Eastern Standard Time, February 2, 1948, as is more fully set forth in the
prospectus. Common Stock may be offered by the underwriters as set forth in the prospectus.

Subscription Price to Wafrant Holders

$21 per share

Copics of the prospeclus may be oblained from such of the undersigned (who are among
the underwriters named in the prospeclus) as may legally offer
these securities under applicable securidics laws.

Dillon, Read & Co. Inc.
Blyth & Co., Inc.

Incorporated

Stone & Webster Securities Corporation
White, Weld & Co.

5 ‘Rrauschet“, Pierce & Co. Inc.

P L

The Milwaukee Company

January 27, 1948

Eastman, Dillon & Co.

G. H. Walker & Co.

pitized for FRASER
p.//fraser.stlouisfed.org/
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Prospectws wpon request from
your investment dealer. or from

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

Prospectus
may be obtained
from authorized dealers, or

SELECTED INVESTMENTS COMPANY

135 South La Salle Street
CHICAGO 3, ILLINOIS

Fundamental
[nvestors Inc.

Prospectus fromyour Investment Dealer or

’45 WALL SYREET N
LGS ANGILES

Keystone :

(Custorlian
Funds

Certificates of Participation in
INVESTMENT FUNDS
investing their eapirnl
IN
BONDS
(Series B1-B2-B3-B4)

PREFERRED STOCKS
: (Series K1-K2)

COMMON STOCKS
(Series S1-82-83-84) ’

Prospectus from
your local investment dealer or

The Keystone Company
~of B

50 Congrcss Street
Boston 9, Massachusetts

oston

e

igitized for FRASER
p:/ffraser.stlouisfed.org/

Mutual Funds

By HENRY HUNT °

Primer on Mutual Funde

Desplte the rapid growth of the mutual fund business in recent
years, it is probably a fact that not one person in-a hundred-outside
of the financial business has ever even heard of a mutual fund. Fur-
thermore, even among people in the financial business, we doubt if

more than one in 10 could' give®

you a clear picture of what a mu-
tual fund is. Just:the other day
we were talking to a partner of
a Stock Exchange firm who' has
been doing business. with one of
the leading mutual fund sponsors
for years and twice during our
conversation he -referred to the
offerlngs of this sponsor as “fixed
trusts.” This situation. is due in;
part to' advertising  restrictions:
placed ‘on .the business by the In-:
vestment ‘Company Act of-1940.'
Hence, without wishing to appear
presumptuous in a publication of;
this character; we are going to
list a few elementary definitions

and facts about mutual funds.

(1) ‘A mutual fund,. also known
as an open-end or Boston type:
trust, may be defined as the pool-
ing of capital by thousands of in-
vestors, both large and small,
under the management of profes-
sional securities analysts.

(2) A mutual fund enables the
average investor .to .obtain eco-
nomically the same type -of in-
vestment supervision as the man

_| of wealth can secure from a large

trust ' company ' or investment

| | counsel firm,

(3) Unlike closed end invest-

| | ment companies, leading mutual

funds can always be liquidated at

| | approximately asset value, or, ad-
§ | ditional shares can be purchased

at asset value plus a distribution

it | charge. t

(4) The term mutual fund was

§ | adopted in the ‘egrly ¥30s to get
i | away from the stigma attached at
! | that time to the name

“invest-
ment trust.”
(5) Mutual funds represent the

‘ third step in the evolution of the

American investment company.
(6). The first step was the for-

mation in the ’20s of closed-end

investment trusts, many of which

{ | suffered from management abuses

as well as the shock of the mar-

ket ‘decline during the -1929-’32'

break in stock prices. .

(7) Fixed trusts, popular: in
1930-'31-’32, proved that rigid re-
strictions do more harm than good.

(8) - Although mutual . funds
trace their -origin, if not thei:
name, back to 1924, their greates:
growth has been durlnd the past
decade.

9) Today, mutual funds have
some 670,000 shareholders and net
assets of more than $1,400,000,000;
as compared - with assets of about
$800,000,000 for. closed-end trusts

It is to be hoped. that event-.
ually, possibly through the Na-
tional - Association of Investment
Companles, nation wide advertis-
ing campaigns will make the term'
“mutual funds” as familiar; as
“savings banks” to the Ameucan
people.

’47 vs. '48

The following paragraphs are|

excerpts from  Calvin. Bullock’s
January issue of “Perspective’™::

“A’year ago.in discussing.the
outlook : for 1947, we noted ‘that:
the greatest element of strength
in the business picture lay. in:the
extreme ease of credit. . The same
statement cannot be made, today.
The intervening 12 month period
has witnessed a marked deteriora-
tion in our credit structure which
has manifested - itself in a drying
up of the new capxtal market, and
a serious. decline in the price of
high grade fixed income secur-
ities.

“Despite the record- breakmcf
level of business activity prevall-
ing at the year-end, there are too
many - potentially = unfavorable
factors to permit us to view the
prospects for 1948 with equanim-
ity. Among the more important
factors contributing to the extraor-
dinary level of ‘business. in 1947

T ElﬂRllABBHI BHUIJP

New York . . =

_ Chicago

LORD ABBETT & Co.

INCORPORATED

Union Common.

Stock Fund

Prospectus upon Tequest |

i

New Orleans - Los Angeles :

.mehvxdual

SHARES OF CAPITAL STOCK OF

THE PARKER

"Prospectus may be obtained from
your local 1nvestment dealer, or

ONE COURT STREET BOSTON 8, MASS £

CORPORATION

e e

were the export boom; the insati-
‘able demarid for consumer . durable’
goods and the sustained high level

|| of ¢apital expenditures.- It is im=

probable” to-expect 'these - factors

1.tovcontinue.to ‘operate at their
| | present pace during’ 1948.

“With respect:to the stock mar=

| ket, we’ believe' 'that. 1948 will be.
| another: yearin ‘which -selection

will 'prove to: be ‘of more than

‘uspal ‘importance; ‘With ‘regard to

the ‘market ‘as. a:whole; -we ‘do
not. consider: it vulnerable to any-
substantial ' decline,: inasmuch as

‘stocks by :‘their extremely ‘low

price-earnings ratios are  already
dlscountmg a’ substantial: decline
in . corporate earnings. Moreover

there are: certain potentlally con-

structive. factors ‘in" the outlook
such as. :a probable reduction .in
‘income - taxes :which
will"'add’ to consumer. purchasing
power,- ‘and - the  strengthening

fdetor of .a stabilization of long-

term” interest rates. Nor .despite
the:-uniavoraple factors -outlined]
above, do 'we . consider .. that a
severe depression can occur in the
face of a well sustained level of
purchasing power and a substan-
tial ‘unsatisfied need. for major
capital goods—housing and auto-
mobiles. Rather we envisage on a
broadening: scale ‘a' readjustment
albeit. painful. in certzin cases, t3
more. rormal . competitive . condi-
tions, provided that we do rot
tinker: with large- scale deflation-
ary eredit measures.”

New High for Genus Homo
According to George Pufnam’s
“The Prudent Investar” ‘It all de-

‘pends-upon the period in:which

you studied your.chemistry—but
the ‘material woith of the human
body in'recent years has ranged,
according ' to - chemists’ figures,
from-approximately 63c to a pre-
war: 98c, Not.so today'. .. infla-
tion has really upped the price of
what ‘your favorite mystery story

the .postwar, human body: is- now:
worth “$31".7"  -dye! to-huge in-'.
creases ‘in the value of what pre-
viously' -were almost ‘worthless
chemlcals M :

Shades of Oscar Wllde

" The:following ‘story/was ‘culled-
frorn the Nantucket “Inquirer and
Mirror,” the “largest””. newspaper
in'-the 'world, :-Believe. it' or :not,
opened: up - it:is; nearly four feet
wide,

AT patromzlng young lord was i
seated opposite a famous scientist
at a-dinner one ‘evening not long
ago.  During .a-lull in.the conver-
sation, he adjusted: his monocle,
and leaned, toward. the scholar.
J*Aw y’know, Mr. Jones, he.
drawled, ‘I passed your house this
mawning.’

‘““Thank you," said Jones, quxet—
ly. ‘Thank you very: much 2
Notes,, L

National Secuntles & Reqearch
Corporation . has: substituted. air-.
craft. manufacturing ® stocks for |
household and’ office - equipment
issues rin ' its’ ‘Selected Groups,'
Leries.

If every: shareholder of Manhat- -

tan, Bond Fund, Inc. were to at-
tend the annual meeting of share-
holders of the Fund, over 600, or
one ‘out ‘of every: 25 would -be
present “as a‘rcpresenta'tive of an
institution, ‘corporation” or other
large organization’ or:as trustee,’
guardian; or manager of an estate.
Wellington = Fund showed a
sharp increase in assets during the
calendar year 1947, the year-end
figure .being $48,908,000, up 34%
during the preceding 12 months.
~Although' the stock market as
measured - by * the :“Dow”. was
slightly - lower on 'Dec. 31, 1947.
than on Mareh '31; 1937, $1,000 in-
vected in'National Investers Cor-
poration: on .the latter date was

worth ' $1,346 : including  payments.

refersto asthe 'corpus drlicti.
According to recent computatlom

from security profits at the: 1947
year-end.

The French Franc‘ Devalued

..Rene Mayer, French Finance Minister, issues communique placing
official ‘rate of French franc at slightly more than 214.to dollar,
compared with previous 119. Permits a free internal exchange rate -

_with dollar and free gold market. Britain objected to move, but

promises cooperation, and Camille' Gutt, Managing Director -of

" ‘as violation of France’s pledges
On Jan. 25, Rene Mayer, Fina

-International ‘Monetary Fund, releases statement deploring” action

as member of that organization.
nce Minister of the present French

Government, issued a formal statement in which hé announced the
reduction in 'the official ‘exchange rate of the franc from 119 to 214.392
to the dollar, The announcement ‘was not a surprlse, since devaluation

had’been un-
der considera- .
tion for: some:
time and:only
last” week - Sir, :
Stafford
-Cripps, ' Brit--
ish Chancellor *
of the Ex--
chequer, made
a-trip to Paris
:for .the pur-.
‘pose - of: :per-

-ASUadmg the.

French. Gov-
‘ernment ‘from
taking drastic
action, suchas
might ‘endan-

Rene Mayer

'|'ger the" present mternatwnal ex-

change " position - of | the pound

| sterling.”- At -the same .time; . Ca=

mille 'Gutt,-Managing Director ‘of

"| the: Internatlonal Monetary. Fund,

of which France is a charter mem-
ber, and from -which it ‘has. re-
ceived " help, warned the Freach
‘Government that a drastic devalu-

© | ation of French currency, without
authority from the- Fund, was_a
| violation of’ the Fund’s statutes,

adherence to whxch France - had

' pledged itself,

CA translation of the French‘
: communique “(as reported by the:
| Associated . Press); ‘together. with |
the’-text. of - the - Anglo-French
*| statéiment on:the devaluation and

theStatement' of Mr: Gutt, of the

@

International Monetary Fund, are
given: below in -order:

French Commumque on the
‘Franc

The Government, at the. time' it
took. office, assigned itself the task
of stablhzmg the French economy.
The result could be achieved only
by putting into operation an over-
all program consisting, in the do-
mestic -field, of .combating infla-
1 tion, ‘and, in the foreign field, of
| provisions. tending to " adapt tneg
value of the franc to. internatwnal
economic realities.

In having-its: fiscal and budg-
ctary bills adopted by Parliament,
the Government demonstrated its
will ‘to-fulfill.the first: part. of; its-
program. .:It ‘now. remained-to
make: the necessary arrangements
in"the foreign field, .. .~

< In'this- regard an adJustment of ;
the exchange rates was manifestly’ -
,necessary to take account of the
rise ‘in French prices. -The:, ‘ques-.
tion was one of deciding whether
it was better to proceed to a ‘pure’
and simple devaluation of our cur-
rency,. ‘or, on:the other hand to
have recourse to a ‘more; supple
formula;: ‘better adapted ‘to the :
c1rcumstances P

economy,. 1t . appeared. impossible’
‘to ‘the  Government: to, define: a
mnew exchange rate satisfactory: for

In’the present state of French L
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“allitrahsdctions rabroad;: commers
ial o¥" nbn&commereial ety
11 seeking prematarely o give|
such'a -definition: of ‘the franc:it
would | have :run the ‘following

risk: Either the dévaluation would |;

have: beern insutfielent; and would

‘not. haye achievedtits purpose; or B

it would have beentoo great and
wotild have: inflicfedian” exdéessive
‘rise in-prices and xmpoverxs 'ment
" of the French: eednomy«:

1} therefore: is necesséry to pass

throngh a transitxorr périgd dur-
ing-iwhaich’ at :least: part'/of - the
otférsrand:bids.of: convertiblé as-
‘séts ‘can’balance each'otheér in’ a
* markét »where raues -are estab-
lished freely: /. wi) -

“The: Government’s ﬁnal alm, o!'
course; i§’ téireturn-as quickly -as;

;3 possrble to:stability=sbat to & re;
s and lasting ‘stability; not fo-an‘ar:
frhcrally and purely apparent sta«
bxhty

‘It knows:. that the pehcy xt is
foHowmu +ig: the best means-—ton~
suiermg “the difticulties our econ-
‘omy+is going through :at the mo=
ment--of attaining this aim:and,
< in ‘consequence of aiding in’ the
.realization of the objectives
.ddopted by the Internatxonal Mon-
etary Fund. ' /

For ‘arriving at these ends the
Government refers to.the prov1-
sions that: were inserted 'in the
Bretton: Woods Agreements for the
transitional postwar period on be-
Half 6f member: states: whose ter-
x‘itories were occupied.

.'The  Government knows, fur-

thermore, that it is not comprom- ‘

© i8ing ‘or hindering through its ac-
tion the ‘éfforts tnat: otuer-coun-
tries may make in the same direc-
.tion ‘while “employing = different
.méans suitable ‘to their.own cir-
- Cumstances.
It regrets that the International
onetary Fund; although approv-
. ing.certain imporlant parts of the
plan 'did not:consider .itself: able
to accept it'in entirety. 3
Theé Government stands ready,
thmugh the adoption. of technical
‘provisions and coordmated pz‘oce-
dures of control, to take into con-
- sideration ‘the” ‘concern- that 'is
~measures might cause to countries
" with convertible currency, . and
* ore especially. to oux nelghbors
in Europe. |
* I"The  Government -is " convmced
that in , taking the . stand. it ‘is
adoptmg today, and. in: thus: ‘pre=|
paring.the stabxlizatlon of. French
economy, it is making the:best
possible contribution to thé récon:

. Struction ' of ‘Western -“Europe,: in

&onformity’ with'thé report of .the
16-nations.

: Such ‘were the clrcumstances in
whlch the following dE"ISIOTlS have
been decreed: .

(1) ‘The rates at whxch the Ex-

change Stabilization Fund buys or |-

sells moneys.against francs'are in-~
éreased” by a bonug starting Jan,
26, 1948. The bonus applies to all
transactions and is uniform for all
moneys.. Its amount is established
at 80% - of the rates practiced

i hitherto.

“Thé new ‘franc rates thereby

2 '¢ome out to'214.392 for-one dollar

and 864 francs for one pound ster-
Img
~The' ‘parities of the ! homeland

ran¢ with thé othér:currencies of |
the ‘franc zone-are not-modified |
““éxcept as regards the’ frang of the-

French-territories™of - the *Pacifie |
. ag'well as:the Frenchirupee. Their
yate in relation’to the -dollar ‘and
- the pound sterlmg remams un—
changed
{57(2) There w11} be created 'm
médiatety; béside the officialmars.
“ ket, a:free .market-.on:which the
Umted Statés dollar ‘and the "Por-

) tuguese escudo can be' quoted.:

+The features of the free market
wﬂl be as follows:

"(a) : The market wxll be' sup-
phed

exports the other half being ceded |
to.. the :Exchange " Stabilization |
Fund on the basxs of the latters
rates

~.By .all moneys havmg a dxffer—
_ent origin;.: notably :-moneys, ac-

‘quired fromy’ non-commercxal pay-
 ments,= moneys correspbhdmg to
 movements-of .capital ‘into Erance:
from abroad; moneys pald by’ for--

[ elgn touhsts

(b)The" resourceS' ‘
vket wilk be. empl:oyable

To:pay, for: xmports o
ties, to'the éxclusion of ‘some cate:
gorxes deemed - éssential;
for: which the ExX harige: ‘itabrhz
tion Fand. wilk'co fovdel
curfency at the rates it

Forall other paymehts oo
' ments’of-/ capital. iromit Frno
-abroad' to: the ‘exclusion-of cérta
i payments by the'state.

(c) The -market . thus dehne :

that ‘the 'clrrencies  dealt:
thereorr will ‘be: established freel;

. The' monetary. authorities : shaIl
see to.it. 'only; tirst; that:all- eur-
rency that-is {6 be thrned:ove
et is- indeed  turned over; 'seq
ond, that, no' pirchases - bé’ mad
except those -conforming: to'sthe
regulations authorized by:the Ex-:
‘change - Office tnder the< 'usu"l
conditions—that is {0 say; as v
gards nnports only uporr dehvery
of Ticenses..

The: “Journal Off1c1el” w111 pub-
lish~a’ notice o> Jan: 26" by’ the
Exchange Office detailing: the pri
visions' of apph'-atmn of the v'
system.

Joint Anglo French
Statement

Mr.. Rene "Mayer, Mlmster of
Fmance exchanged views in Lion-
don on the 16th and 17th of Ja
uary with the’ €Chancellor ofthi
Exchequer about ‘the monéta
projeet of the French Government.

view of ‘the two.Governmeénts’;

matter did not.coincide,the:'co
versatlons ‘which: took*p}a ¥

¢clear the frank and intimate.

the-two" countries. :
" The French' Government ha

International Monetar 1)
Washmgton A

- They “have: explamedv ¥
solution” chosen - by: theni i
only one capable’ of meeting: 't
exigencies’of the'economi situd
‘tion. ‘It doeg’ hot’constifute in
intention thé permanent. monetary
system: of France; but a step’t

change rate, “which 1s ‘the ob]e
of the: fihaneial:and economr"
icy’of the ,Government.:-

have taken note.

Monetary Fund.* "
Whatever  the differences. b

the}r close cooperatlon in order to

may be: cons1dered necessary

_ | these new circumstances: .will:hay
~ | only a minimum repercussion

ithe ‘eommercial relation betwee
ihe’ sterling and the franc’ areas.
i The two. Gevernments have 1
‘same . objects.. vi ]

‘spirit of utual comprehensm
close cooperatxon between “ 'tk
technical services of the’ two con

| tries has been decrded upon \an
. By-half of the proceeds of the‘ 2 :

will.begin:'at: once.

Statement of Camille. Gutt of
Monetary Fund
The French Government has en-

e, Teadily.seld- for, dollars would. be
| bought’ &nd-soldin a'market: in-
y:| side-France "at fluctuating’ rates|
1| by the:play-of: offer-and: demand.)
) ‘from the. iew par-value;. ...

| porters would be permitted to buy

| rencies ‘needed to - pay for::non-

[ cluding; exchange transactrons of

These- conversatwns were: con= |
tinued in- the'course :of: the wsit F
which.SirStafford Cripps made:to |-
Paris 'on “the-"23rd: ;and.:24th* of |
January. Althoughi. the! points-of |-

the method to be adopted -in- thrs &

in’ Loadon ‘and -Paris-have méde |-

acter of relations’ exlstmg between

presented -their proposals to: the 5

ward the' stabilization -of :the cur= | |}}-
rency -on-the basis of a-single ex= | oL

pol=

‘On the 'British-side; obJectlons
‘'of thé’'same character as those put|.
‘forward by ‘the:Chancellor of .the |*|
Exchequer have ‘been presented |
to “the Fund.' The Internatlonal ,v,
Monetary ‘Fund has’ today  pubs|:
lished a statement o4-this subjeet;:|*
of  which the:two  Governments |/

The United ngdom Govern: |
ment assoclated itself. with the|.
statement . by. the Internatlonal :

tween the French. and British|"
 point of view ini.this matter, the |’
two Governments: wish to.continue|

gaged Jni full and frank:consulta- |

etary Fqnd regardmg a plan for.
‘ex¢hang e adjustment,  which
'would equlre the approval ‘of: the

A The eﬁentral featutes of the
al were the: following:,

) reduced by
»Wwhich: wouId result in-a
:the: rate. from approxi-
‘119 franes . pét United
dollar ‘1o, approximately

he same txme; a:dxscrrmma-
ory:multiple-currency  practice-
ould be: -introduced; . whereby |
United  States doltars and certain
sther;curréncies - which: ‘can. be

which iwould differ consxderably

+ French exporters would be per—.
mitted to, sell in:this market-one-
their export -proceeds: in
eslgnated ‘currencies; " the}
“half being  sold - to’the
Freneh moneétary: authorities at the
‘offi¢ial’ par ~value.  French' im-

n'thiy market the designated: ‘curs:

basig commodities.

Inzaddition,: various “mvisxble”
ransactions: would -be: authorized:j
tto:take ¢ ‘place in-this: market »in-

-|'tourists; “capital ' transfers . and
‘| othernon=commereial remittances,
#:The: Fund: agreed with . the
-Frerich Government that 'a change
in'the par value of the franc¢ was|
nei:fes‘sary,~va=1ld indicated ‘that it

was prepared tor coneur' in -a de~

'valuation of the francito' a.realis--
tic:rate;which would be applicable |t
‘| to transaction in the eurrencies of

all members of theé Fund.- In this
connection, the 'Fund has moted

| with satisfattton the budgetary

and :fiscal measures~directed -at
fnternal ‘monetary - stabilization
which France has taken in recent
momh

“The ‘Fiind gave careful consid-

“| ération to. the _proposal. to' estab- |'t

lish g market .iri' convertible® ctir=
rencies-along' the ‘lineg' indicated

above.  Thé Fand had no" désire:|

to' be rigid or. doctrinairs: in its

approach to this matter, p‘érrtlcu-_.

larly in view of the abnormalltles
Lof the present situation. Despite
serious. reservations ‘regarding a
'system involving quctUatmg rates;

{ the: Fund:explored varlous alter-

natives desxgnéd to meet, in so far
as.possible, the ob]ectlves of the
French authorities. .The Fund was
not, however; able to agree: to-the
inclusion of ‘a market with flue=
tuating- rates..of any- part: of the
'proceeds of exports; as-in its judg-
‘ment this entailed: the risk- of se~
rious « adverse  effeets: on . other
members- of . the Fund, : without

/|’ being necessary to achleVe ‘the

trade - objectives * sotight - by the
French .authorities:: .-
The:Fund felt: that there wotld
be :scope for -competitive depre=
ciation: in' the application by one
|country of a fluctuating' rate on
exports ‘to one’ area while other
rates' remained stable and other
countries ‘maintain ' the. paritieg

agreed w1th thé . Fund. . Such "a

system, operating in am Importanf.

rading country; would ericourage

trade distortions and might cast

an unwarranted doubt on the real

strength.of many cutrencies

through thé apparent discount ap~
fhed to them in the French sys-

e’ ’
The Flind feared that the wide=
$pread adoption of such & system

would result ‘in exchange uncer-

‘tainty and instability and produce..
a . ‘disorderly ‘exchafgé situamon

rom which all mémbers of the

id Would suffer,: Whrle recog-."
hjzing . the.” difficultles- of * the -
. French . position, the' Fund - felt’
that - the ‘solution must bé found
through cooperative- efforts to
place curréncies on a sound and
stable-basis,

:The French Government found
that-it could not accept the modi=
fication of-its proposal suggested
by ‘the Found and: hag now. ins’
‘formed the’ Fund that: it ‘has'de--
cided:to go forward with it$ pro=’
posal notwithstanding the objec-
tions of the Fund. The Fund re-:
 grets this ~action by a cotntry’
which' collaborated: so effectively -
in ‘the Fund’s ‘establishment and’
whose cooperatlon has been a
valuable asset.’

The Fund will continue to Work
with: France.in seeking a: modifi-
cation of thése exchange practices !
-in ‘order. to meet French needs.
within' the - framework of ' the =’

ternational montary arrangements

established by the Fund Agree-
ment. ;o

1.509%
1.80
2.10
2.25
2.40

1949
1950 @
1951
1952
1953
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"FIRST OF MICHIGAN CORPORATION
,THE MILWAUKEE COMPANY -
JULlEN COLLINS & COMPANY
.THE FIRST CLEVELAND CORPORATION

ALFRED O’GARA & CO.

g =

$6,480, 000

'-New York New Haven and Hartford
Equlpment Trust of 1948 No 1o

" 2%% Equipment Trust Certificates.

(Phnladelphm Plan)

To be duc annua ly $432 000 on cdch Februar) i 1949 to. 1963 mcIuswe

Te be rmcmm’xm;ml}y g/mrmzteed as to ,od;”zent of parvalie and dw/tleno’: by endorsement by
Tbé New Y ork, New Hdﬂen and Hartford Railroad Conipany

These Ce;tzﬁcates are-to be foducd under an Agreement to be dated as of }«ebruarv 1, 1948,
which will’ prowcfe fof the issuance of $6,480'000 par value of Certificates to he qecured
by new standardmgauge railroad equipment estimated to cost approximately. §8, 640,000.

MATURITIES AND YIELDS

(Accrued dividends to be added) .

1959
+ 1960

1954
1955
1956
1957
1958

2 2.50% .
2,60
2,70 o
2.75
2.80

- Issuance and salé of these Certificates are subject to authorization by the Interstate Commercé Commission.
The Offering Circular may be obtained in any State in which this announcement is
circulated from only such of the undersigned and other dealers as may

lawfully offer these securities in such State.

HALSEY, STUART & CO. INc,

BEAR, STEARNS & CO.
OTIS & CO. »

(INCORPORATED)

NSON &.CO.

i ,To be dated February 1 1948, Par value and semi-annual dividends (February 1.and August 1) payable in Phlladelphxa Pa.

" Definitive Certificates; with dividend. warrants attached, in the denomination’of

‘. iredeemable prior to'maturity, Thesé Certificates are offered when, as and-if if received by us. It is expected that certlﬁcntes

w ;¢ instemporary or definitivé form will be ready for delivery at thé office of Halsey, Stuart & Co. Inc.; 35 Wall St., New York 5,

on or about March-1, 1948..The information contajried hcrem has been c.areiully cnmpxled from sources consldered
i< yeliable and, whxle not’ guaranteed as to cumpleteness or; dcciracy, we believe it'to be correct as of this date,

ATe

i

FREEMAN & COMPANY
WM.‘ E. POLLOCK & CO,, INC. -
SCHWABACHER &:CO.

MULLANEY, ROSS & COMPANY

F.S. YANTIS & CO.

$1,000, leglb((l‘dble as to par value, Not

2.85%
2.90
2.95
2,95
2.95

196
1962
1963

A. G. BECKER & CO.

INCORFORATED

GREGORY & SON

INCORPORATED

MASON, MORAN & CO.

INCORPORATED
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Blames Stock Market
Sethacks to Politics

Philadelphia “Evening Bulletin”
. editorial ‘lays: market - decline. to
uncertainty ~due" to . people’s in-
terests - mot. -being -adequately

. served in Washington. - ..

“An editorial; captioned “Uncer-
tainty' and: Politics,” published in
the: Philade]phia. “Evening: Bulle-
tin” of Jan. 23, lays seyere setback
in the secyrities ‘market . topoli-
tics — “a - controlling. -factor “this
Presidential, year.” ‘The editorial
follows: ) ‘ ‘

“When .the ' securities - market
suffers.a severe setback; as it-has
on recent occasions, the financial

sharps. are ready. with- explana-

tions.. The market lives in a state
of nervous. apprehension;: like " a
sheep. hearing. the: distant. yelping
of wolves..: It sniffs.the wind.for
the odor. of any kind-of.-govern-
mental. action adverse .to: the .in-
terests. of  business, :and. what it
smells. sends, cold. shivers up. and
down its spine. . .

“In a word, this threat hanging

over the market is called ‘uncer-|

tainty.’ d
-“The uncertainty
fact that the interests of the Amer-
ican. people are. not being. ade=
quately served by their represen-
tatives in places of power.
_“The reason why .they are not
. being adequately served is not
alone that there is want of agree-
ment among .policy-makers as to
how the national economy should
be handled; for if there were a
will to agreement it is probable

that differing views could be rec-,
onciled and a course of action de-

termined upon.

“At the bottom of the uncer-:

tainty is politics. And politics is
a controlling factor because this
is a Presidential year.

“The problems that confront the

country are not being. handled

with 'a view to warding off the
dangers of uncontrolled inflation,
of stabilizing wages and prices, of
averting a ‘bust,’ but in the light
of what moves will be most popu-
lar and get. the most votes. We
have economic advisers, and they
make reports,  and . we discuss
those reports from the standpoint
of partisan advantage.

“That doesn’t make sense. And
as . long as the business of the
country is conducted without
sense, how can the people who
have their money tied up in it
chart their future course with con-
fidence that-they- know where

they’re going?”’

" 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 havé been
paid for a - number :of years,
earnings: in .nine . of .the _past
ten . years- covered ‘annual divi.

" dend, requirements ‘by a .wide
margin. ' ; v e
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

Ryrnonds Co

.148 State St., Boston 9, Mass.
:al. CAP, 0425 : Teletype BS 269

N. Y, Telephones: HAnover 2-7914 -
\ and WHitehall 3-9030 ... - r

\\

is due to the.

| Securities-Salesman’s 'Cornér

By JOHN DUTTON =
FIFTH ARTICLE (Training of Salesmen) -

- There‘are still more peoplé who are interested in the future than
in.the past.. They are.the optimists." What:

would: those .of us who
make gur living selling securities do-without them? -They: are the:
people-who still believe in “Tomorrow," des
killing ‘taxation, and. constant . attacks upon:

| country. They are the people . who have’poth jmagination ‘and-cour= |’
~the 't try ta’ get.something for.-
O INVEST FOR INCOME, |!
READY TO LISTEN TO:THE INSIDE . -

age—they have open-minds and they.d
nothing,  THEY. ARE. THE PEOPLE- W
AND ALSO ARE.-ALWAYS )
FACTS REGARDING A SPECIAL SITUATION. They buy “growth™
securities. - They willibuy non-dividend payers if‘they: think: they can
obtain a “capital gain;” They are the people who know what is. go-

'ing on in the world=—in politics, finance, and economics: . If you know.

what you are: talking about—and how:to say it briefly and in‘simple |
language—you will find their door will be' wide open-to you. Bous

It does not matter how much pessimism- is in the’air—it matters
not how many will tell you that marketg are down and that-investors
are not’in ‘the mood to buy securities—you- can- always-do business,
if you know. people who ‘are in the category of' those “we have'de-
scribed in‘the foregoing paragraph. You may not-make as many sales-
under. such'conditions as when confidence is'in the ascendancy; but
you: can do’business. But: YOU MUST SELL: YOURSELF FIRST. At.
least 75% of a successful sales campaign is in the salesman’s: OWN
MIND. - : R :

This leads up to one objective when you train. new. salesmen:in|
the art of. selling :a “special situation.”. Here'is  where a: man with
creative imagination, and the ability to become enthusiastic, will find.
that these personal. characteristics will help him to.a great extent
in: motivating others." There are all kinds of securities,  For: invest-
ment purposes, they are good, bad, and indifferent. Orce in a while.
you can find something that is even more attractive than the average
run-of-the-mill situation..For instance, there are situations that have
romance, color, growth possibilities, outstanding management, a real
story of the company behind the issue, good ‘financial structure, the
right industry to fit the times, priced right, and even some special
news can sometimes be obtained for release to clients in advance of
general publication. This may sound like the millenium but such
opportunities can be uncovered at times. i

When you send new men out to sell something that has the ear-
marks of an outstanding investment or speculative opportunity, SELL
YOURSELF FIRST-—-THEN SELL YOUR MEN., If you are a sales-
man, you won't have much difficulty convincing your new man that
he has an opportunity to go out AND DO SOMETHING FOR HIS
PROSPECTS, FRIENDS, AND CUSTOMERS. For remember, there
is no line of business (retailing securities included) that can be suc-
cessful, unless the welfare of the customer comes FIRST, If you have
found something that is going to develop ‘into *a profitable money
making opportunity—if you are convinced that your ‘special situation
is really as good as it looks—you are not going to have any difficulty
carrying this conviction and enthusiasm over to your men,

No one can tell you what words you should use—no one can put
ideas into your head—the only way you can obtain such inspiration
is through a KNOWLEDGE OF WHAT YOU ARE SELLING. If you
have thrown scores of likely looking situations into. your waste basket

for one reason or another—if you have checked, rechecked and double

checked—if you have visited plants, met the management, obtained
the figures; investigated the past and peered into the future, and
your convictions are -based upon a careful conservative appraisal of
all the factors, YOU CAN SELL ANYONE—INCLUDING :‘YOUR
NEW MEN. e RS

Those who have had experience in this sort of selling will guard
against overselling both their salesmen and their customers. No in-
vestment is perfect—no security can be sold without reservations..
There is such a thing as overdoing it—even when you believe you
are 99% right. Watch out for that last 1%. You can put enthusiasm
and drive behind your.selling without wrapping it up in a piece of
the “blue sky.” .Successful selling is inside of YOU, What goes on in
your. own-head determines what you are going to say, AND WHAT
THE OTHER FELLOW IS GOING TO.DO, The ‘old saying, “what
you think determines what you are,” is the keystone of every isales-

man’s career. - Believe in yourself—in your: business—in your:assoei>

ates—in your country—in the inherent decency of most humanbe+,
ings—and in what you are selling. Any man'who does these:things--
and who works and learns while he works, will make a success.sell+
ing securities. : Enthusiasm cannot always stay at the ‘boilingi'point,|
but if you have it in you to believe in the thing you are doing;*thett
you can make others feel the same way about your business as you dd.

1f. we could. take the.prevailing pessimism out of those who are
depressed -and discouraged about the future of the securities business
today, everyone would be better off. So much depends upon our state
of mind. Nothing is ever as bad as it looks—or as good either, for that
matter. But our country is good despite all of its follies. Our business
is constructive -and-helpful to the nation-and all the people—despite
our many critics. and detractors. Our business is a .good business .if
we wish to. make it so. This is the kind of ‘thinking that will MAKE
YOUR NEW. MEN FEEL SUCCESS IN THEIR VEINS AS WELL AS
IN: THEIR MINDS. “When you: feel - this- way- you : “MUST DO
BUSINESS,” because others will feel that way- too.

PRIMARY TRADING"MARKETS
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Bank Credit Policies

By DeWITT A. FORWARD*

Senibr Vice'-President, The National City Bank of New York

Denying bank lending policies have contributed materially to pres- -
_ent inflation, Mr, Forward stresses program of ABA to discourage, .
bank loans. for speculative ‘and :non-production purpeses. - Says.
there is revision of lending policies, and loans should he studied . -

. ‘with.view; to. soundness and liquidity. Points out banks have respon- -
sibility. to_public as well as, borrowers, and that cyclical turns, in" .
-business.should not .be. taken_for -basic” credit weaknesses, - S
-bank: term: loans_for long-range  capital needs. should -be: replaced
: v - by equity securities. coe el
It is hardly. necessary ‘to -emphasize before-this audience that:

ays. - :

there have been' changes in bank credit policies over recent months,
My object. is to review briefly ‘why this has happened and, a-little
more fully; what has happened. Mr. Sproul has already discussed: the:

drop in  the

bond market,!
This has, of
course, affect-
ed the market -
value of bank
' bond accounts
and. has -pro-
vided  plenty
of food’ for |
thought for
banksin. their
lending opera-
tions. - The
bond . decline
wrote  “finis”
to one of the
longest” bull
markets in
high-grade bonds in history and
reflected the convergence of two
forces — increasing demands for
funds and action by the Federal
Reserve and Treasury authorities
to put brakes on credit expansion.
The projected retirement of seven
billion dollars of government debt
during the first quarter of 1948
and the raising of the rediscount
rate by the Reserve banks are re-
cent developments in this regard.
At the same time, banks are
being made conscious of their re-
sponsibility in the qgtional in-
terest” “of . curtailing "“all loans
either to individuals or business
for- speculation in real estate,

‘DeWitt A. Forward

.commodities, or securities,” and in

confining, in so far as possible,
the extension of bank credit “to
financing that will help produc-
tion - rather.than merely increase
consumer- demand.” -These are
phrases taken from  the recent
joint statement of bank supervis-
ory authorities with which you are
familiar. . e

‘Banks Not Responsible For
Inflation

The President previously, at the
opening of the November session
of Congress, referred to the need
for placing — and I use his words
— “some restraint on inflationary
bank credit.” I do not think bank
lending policies have, as yet, con-
tributed materially to the present
inflation cycle in which we find
ourselves.
1, Nevertheless, it was incumbent
upon the banking fraternity to
recognize the problem—and make
a clear .statement of -policy. I
think the program of = President
Dodge of the ABA, with ‘which
you are familiar, meets the situa-

tion most - effectively. As you

know, the Association plans to
undertake a nationwide series of
meetings to lay stress on the im-
portance of sound lending policies.
This program will be appropri-
ately emphasized at all State Bank
Association meetings such as this.
It deserves our full support. The
program  has been ' endorsed by
Secretary Snyder, and also by the
President himself.

Through' these and other chan-
nels influerice is being brought to
‘bear on bank lending policies. It
seems to me that the situation is
more or less self-policing. These

1 See cover page. for Mr, Sproul's ad-
dress—Editor, -

“An address by Mr. Forward at
the 20th annual mid-winter meet-
ing, pf the New York State Bank-

exs,)

ssociation, New York City,

Jan. 26, 1948.

.| developments have served to.

cause each well managed bank-to
re-appraise. its commitments. and
make any necessary -adjustments.
in its. portfolio or lending policy.
to assure its being in a position to,
meet itslending obligations. Many:
of us have done. this. Perhaps I
can.--best’ express ,my present.
thoughts on this subject by men-:
tioning some of the factors we,
are . taking: into consideration in
:l‘)f? (li)ank with which I am iden-,
111ed.

~ Revision of Lending Policies '

. Our lending and money man-
agement policies must necessarily
undergo continual revision under
present conditions. Many old fac-.
tors which have not been too im-
portant for some time are now
very much before us. We operated
for a long period when we did not
have to be concerned too much
about liquidity — we had short-
term - governments- and liquid re-
serves, through necessity, far. in
excess of what efficient money
management would have other-
wise dictated. With the economic
cycle on the upswing, it was diffi-
cult to make a loan which was not
reasonably sure of being repaid.
Experience tells us that this will
not always be the case. It has
been a  period in. which many
banks .were liberal .in granting.
credit- lines, possibly without a
clear realization in every case: of
just what long range. lending ob-
ligations were inyolved. REn
“These days are over. As, lend-
ing ‘and  general 'administrative
officers, our first responsibility. is,
as always, to our depositors. No
two of us have the same problems
or obligations because of the dif-
fering character of our deposits
and of the manner in which they
are now invested. In my bank’s
case, loans are now some 23% of
our -resources, and we still have
cash, and governments maturing,
within 12 months, in an amount
which should cover calls likely to
be made against our outstanding
credit commitments.

From here on, the type of loans
we make and the investment, pro-
gram and liquidity schedule we
maintain must depend . on an an-
alysis by each of us of our own
position and obligations. We now
have to think more of not. only
whether . ‘a - loan is good,: but
whether it will' actually -be paid
on the date specified, purely from
the standpoint of liquidity. Large, |
metropolitan banks such 'as. ours
which feel - the final impact of.
their . customers’ -and  eorresporis.
dents’ requirements - in’ times of
need, naturally have tfo‘maintain
greater .liquidity - and. ‘lending
power than do many ‘other. banks.-

- Responsibilities. to Borrowers

and Public
Our, second responsibility. is to
our borrowing customers, and the.
effect of .our lending policy on
public relations, Because ‘of un-
happy experiences in “the  past
when some banker or other did
not take care of their needs, some
businessmen ‘do not -have  com-
plete .confidence in. ‘the banking
fraternity’s ability to steer a level
lending ~policy ‘through- trouble-

(Continued on page 36)"
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~ Promises U. S. Bonds Ahove Par

Treasury Secretary issues ;tatement U.'S. will keep bonds at par
or above. In annual report to Congress reveals small surplus of
revenues and reduction of $111% billion in national debt.during

year ended June 30, 1947, Sees need for anti-inflationary fiscal
policy.

In a press conference at Washington, D. C., on Jan, 22, Secretary
of the Treasury John W. Snyder asserted that neither the Treasury
nor the Federal Reserve Board had any intention of letting the prices
of U. S. bonds go below par. He stated the recent lowering of pegged

prices by Fed-
eral Reserve
System ‘was
merely to
“tighten up on
inflationary

This action,
Mr, Snyder
stated, had the
approval of
bankers w ho
“compliment -
ed us for tak-
ing a coura-
geousstep.” In
this connec-
tion, Mr. Sny-
, : derpraised the
Am_erxcan Bankers Association for
theu: program to restrict bank
lending to productive purposes
only and said it was “a very ag-
gressive step” and should help the
anti-inflation program. He agreed
‘with President Truman that Iegis-
lative authority should be given
to place further controls on credit,
but ‘said it was merely to imple-
ment “alertness,” and not neces-
sarily an indication that new spe-
cific regulations would be imme-
diately put into force,

Just prior to making the above
announcement, Secretary Snyder
issued to Congress his annual re-
port on the state of the nation’s
‘finances for the last fiscal year in
which he reveals a budget surplus
of $745 million ard a reduction in
the national debt during the year
of $11% billion. The text of the
‘portion of the report, captioned
“Fiscal Policy,” follows:

. The government closed its oner-
‘ations for the fiscal year with a
‘surplus. During this year, tte firs
-full fiscal year following the end
‘of the war, substantial prosress
‘was made in the reconversion of
‘the American economy to a peace-
-time basis. By the end of the year
“all “previous records ‘of civilian

John W. Snyaer :

‘. ‘production had been surpassed.’

‘Goods "and . services” were ' being
‘produced ‘at an annual ra‘'e of
‘about $230 billion, and the accum-
‘ulated backlog  of - demand  fov
‘some types of goods was being
satisfied at a growing pace.
.¢ " Netwithstanding the high" rate
of .industrial output, full employ-
-ment, and generally good harvests,
‘scarcities 'of various  kinds con-
“tinue to be much in evidence. This
.is true of housing, housing mate-
rials, automobiles, certain electri-
cal equipment, :fuels, industrial
and agricultural machinery, and
other products, Perhaps of great-
est moment is the short supply of
steel. . Its ramifications extend
throughout the transportation and
manufacturing industries and are
reflected in turn in. inadequate
- supplies of finished goods:
+, The upward pressure on prices,
to ;which I .called attention in my
- last:annual report, is more critical
- than.a year ago, despite the prog-
- ress made, in -converting industry
. to;civilianproduction:and in re-
. filling i commercial and industrial
: pipe, lines. The situation assumed
* such compelling proportions that
« the Presidént deemed it necessary
to call a special session of the Con-
gress to. cope specifically -with the
inflationary trend as well as with
. the problems of European recov-
C ery. ’ L
Under present circumstances,
. the need for the Federal Govern-
ment to pursue an anti-inflation=
. T ary fiscal policy is at least as great
‘as last year. It must maintain ‘a
- strong financial position to assure

the continued well-being “of our

pressures.”.

economy. Revenues should be
maintained at a high level—high
enough not only to balance the
budget and to finance the Euro-
vean Recovery Program, but also
to provide a substantial surp'us
for retirement of debt. In his
State of the Union Message on
Jan. 7, 1948, President Truman
recommended certain changes in
the tax structure which are neces-
sary in order to provide tax relief
to those who need it most without
cutting the total tax. revenues of
the government. General tax re-
duction must wait until the pres-
ent inflationary pressures have
subsided. At that time it can be-
come a part of a general revision
of our tax structure. In making
this revision, a tax system must
be ‘created which will help to
maintain broad consumer markets.
strengthen the incentives to work
and invest, provide flexibility as
economic conditions warrant, and
treat all groups equitably. Such
a tax system is an indispensable
instrument in maintaining - an
economy of lasting full employ-
ment and abundance. ;

The total gross public debt and
guaranteed obligations amounted
to $258.4 billion on June 30, 1947.
This was a reduction of $21.4 bil-
lion from the postwar peak which
had been reached on Feb. 28. 1946,
and a reduction of $11.5 billion
during the fiscal year, The 're-
duction in the debt during the
year, like that which had occurred
in the last four months of the pre-
vious year, was accomplished al-
most entirely by a reduction in
the cash balance in the Treasury.
By the end of the fiscal year, this
source of debt reduction had been
substantially exhausted.

Total holdings of Federal secur-
ities by ‘commercial and Feédera!

Regerve banks amounted to $91.9

billion ‘on June 30, 1947.' This was
a reduction ;of $24.8 billion from
the postwar, peak, and .of $16.3
billion during the fiscal year. The
reduction in bank-held debt thus
substantially exceeded the reduc-
tion in total debt, both during the
fiscal year and during the entire
period since the postwar peak. The
amount of public debt (including
noninterest-bearing debt) held by

nonbank investors was about $375 |

billion larger on June. 30, 1947
than it had been at the time. of
the peak in the total debt on Feby
28, 1946, This concentration ' of
the entire debt reduiction during
the 16-month - period ' ended. on
June 30, 1947 on bank-held debt
plus the transfer during this pé-
riod of a net amount of $3% bil-
lion of additional Federal securi-
ties " from bank and - nonbank
hands, contributed substantially to
the reduction of inflationary pres-
sures during the period. It was
made. possible by the large sums
which. - were available for trust
fund investment during the period.
the: remarkably good ‘record: on
the redemption of savings bonds,
the . continued - successful - sale of
new. savings bonds; and-the re-
strictive . debt-management .. -and
monetary ‘policies of the Treasury

and the Federal Reserve System. |

The anti-inflationary debt-man-
agement ' policy which character-

ized the fiscal year. 1947 is still
continuing. - A substantial reduc--

tion in the total debt will be' pos-
sible during the fiscal year-1948"
and -this reduction, unlike -that

which occurred in the' fiscal .year:

1947, will be accomplished prin-
cipally by an excess of hudget
receipts'over budget g:;('_pénl itures.

k lile

This ' excess. of budget receipts
over budget expenditures, which
will occur principally in the first
three-months of the calendar year
1948, and the debt retirement
which it will make possible, will
of course, be a farm more pow-
erful anti-inflationary force than
the debt decreases which have oc-

| curred up to this time.

The U. S. Government has con-
{inued to pursue a broad program
of financial aid and cooperation
designed to assist in the recon-
struction of war-torn countries
and to facilitate the expansion of
multilateral world trade and mon-
etary stability. . In .addition. to
participating in the work of the
International Monetary Fund and
the International Bank for Recon-
struction and Development, which
were constituted with a- member-
ship of most of the.countries of
the world, the United States has
carried on .a program of direct
assistance through its own agen-'
cies under various acts passed by
the Congress. . '

In the course of the fiscal year,
payments’ of the subscriptions-to
the International Monetary Fund
and the International Bank were
completed by the United 'States
and most of the member coun-
tries, so that these institutions
were in a position to begin active
operations. . The ' organizational
stage of these institutions has now
passed. By the end of the calen-
dar year 1946, the International
Monetary Fund had agreed upon
par values for most of the member
currencies; and March 1, 1947,
was set as the date for the begin-
ning of active exchange transac-
tions. A number of purchases of
dollars - through " the Fund took
place in the course of the fiscal
year. The International Bank a'so
received loan  applications from
foreign countries totaling more
than $2 billion; and by the end
of ‘the fiscal year, a $250 million
loan was made to. France.

.. The National: Advisory Council
on International  Monetary ani
Financial Problems, established by
the Bretton Woods Agreements
Act to coordinate the foreign lend-
ing operations of U. S, Govern-
ment agencies, and to consult and
advise with the United States rep-
resentatives on the International
Bank and the International Mone-
tary Fund, considered .all impor-
tant questions arising in these in-
stitutions. and gave .its advice to
the representatives of this gov-
ernment on - the  boards: ‘of these
institutions. The Colincil approve
for consideration . loans: proposed
by the Export-Import. Bank and

formulated genéral policies for tlhie|

guidance of the 'Office of the For:
eign Liquidation - Commissioner,
Department of, State, in financing
the sales ' of . surplus - property
abroad. It also.considered credits
extended by the War. Assets Ad-
mihistration and the U. S. Mari-
timeCommission. It approved of
the:extension of the-stabilization
agreement. concluded between the
Secretary of the Treasury and the
Mexican Government. The Coun-
cil’ recommended . an emergency
loan to the Philippine :Govern-
ment, which was authorized by an
act of Congress approved Aug.
17,1947,

The Council also coordinated
studies’ of international: financial
problems undertaken by -its con-
stituent-agencies. In this way, the
Council was able to give its bes!
judgment on the  changing inter-
national picture, as it developed
in the course of the fiscal year.
Tt continually reviewed the broad
questions of policy involved in the
settlement of war obligations and
in' the - financing of . programs  of
world reconstruction. ‘It has thus
carried out the ‘mandate ‘of the
Congress to coordinate -the- activi-
ties of United States agencies con-
cerned with international firarcial
problems and has béeen instrumen-
tal in the .integration of our for-
eign financial program.

JOHN W.°SNYDER;“
SE&FEary Bt tfe Treasury.
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k- Reserve eity banks 10

“Thus far, there is no

unions ‘in court action.

the non-Communist oath

selves of their extremist
which are. Communist-le

achieving precisely the

this law would work out:
The real question has t

factor.

0f Course Not!

evidence that the Labor-

Management Relations Act has enabled employers
to discharge workers for union activity, nor is there
any indication that the Act has caused employers to
resort unduly to litigation which some critics pre-
dicted would drain the energy and resources of

On the contrary, labor

unions are as strong and aggressive ‘as ever, and
workers have not lost any of the protections which
they normally seek from the unions they join.

& * *

“Events have already discredited predictions that

would have an effect ex-

actly opposite to that intended by Congress. Many
unions have already used. the Act to purge them-

leaders, and other unions
d have been exposed to

‘the bright light of publicity. Thus far, it appears
that “'the non-Communist ‘oath -requirement  is

purpose which Congress

intended.”—The Nat’l Ass'n of Manufacturers.
Of course, most of the predictions about the way

were rather silly.
o do with the good it will

do. As to this there is as yet no definitive answer,
It would not be surprising if the mere fact that

Congress, with strong popular support enacted

some such law, has so far been the most potent

Announces Slight Incr. i

reserve in New York and

issued an order as “Supplement to

n Reserve Requirements

Federal Reserve Board increases cash ' reserve against demand
deposits of banks in central reserve cities from 20 to 22% effective
Feb. 22, Allan Sproul says effect will be $420 million greater

$100 million in Chicago. ,

The Board of Governors of the Federal Reserve System last week

Regulation D’ ordering an increase

in the cash reserves to be held by banks in central reserve cities (New
York and Chicago) against demand deposits from 20 to 22%.

The

banks in all othet cities are al-
ready at the:maximum fixed by
law, but in tHe' central reserve
cities, under the announced in-
crease, they will be still 4 points
less than the maximum under ex-
isting authority.

Allan Sproul, President of the
Federal Reserve Bank of New
York, issued the following notes:
to all member banks in the Sec-
ond Federal Reserve District:

Enclosed is a printed copy of a-
supplement to Regulation D, “Re-
serves of Member Barks,”: adopt-
ed by the Board of Governors: of-
the Federal Reserve System to
supersede the existing  supple-
ment to Regulation D and to be-
come effective at the bpening of.
business on February 27, 1948.

The Board’s press statement for-
immediate release regarding. this:
action is as follows:

As a step. toward. restraining
further. inflationary expansion of
bank credit, the Board of Gover-
nors today increased from 20 to
22% of net demand - deposits ‘the
amounts of reserves required to

city member banks. This action is
to become effective Friday, Feb.
27, 1948. . Y

The effect of this increase will
be to raise the required reserves
of central reserve city banks in
New York City by about 420 mil-
lion dollars and those in Chicago

ent required reserves for these!
banks amount to about $4,300 mil-
lion ‘and $1,000 million, ' respec-
tively. : i
Under the provisions of section
19 of the Federal Reserve Act,
the Board of Governors has au-
thority to . establish: reserve re-
quirements for the various classes
of member banks within the fol-
lowing limits:
Against net demand deposits
: Min, Max.
Cenlral reserve city
banks: 26
20
...Country banks ... 7 14
PAgainst time déposits
All classes of'banks " 3

——ry 1

i

6

eeut T

legal reserve requirements for®

be maintained - with--Federal Re- [
serve Banks by central reserve

by nearly $100 million. The pres-

| Reserve requirements ‘are now
< at the maximum ' limits in all

cases except for net demand de-

posits  -at ' central reserve - city
: banks, which, after the present
| increase becomes effective, will
{be 4 points less than the maxi- .
i mum under ‘existing authority,

Reserye Board’s Statement

The text of the Federal Reserve
Board’s supplement to' Regulation
I D, effective as to: each member
' bank at the  opening: of business
on Feb. 27; 1948, follows:.

- Reserves: required ' to: bé main-
tained by member ‘- banks with
Federal Reserve:Banks: '

+..Pursuant to. the provisions 'of
‘sfzction 19 of the Fedéral Reserve

| Act-and section 2(a) of its Regu-

lation D, the -Board of Governors
of the Federal Reserve: System

| hereby  prescribes the -.following

reserve balances which each
member bankof.the Federal Re-
serve System is required to main-
tain on deposit with the Federal
Reserve Bank of its district:

6% of its time deposits plus—

‘14% of its net demand deposits
if not in a reserve or central re-
serve city;

20% -of - its net -demand de-
posits if in a reserve city, except
as to any bank located in an out-
lying district of a reserve city or
in territory added to such city
by the extension'of the city’s cor-
porate limits, which, by the af-
firmative vote of five members of
the Board of Governors of the
Federal Reserve System, is per-.
mitted to maintain 14% reserves
against its net demand. deposits;

22% of its net' demand deposits
if located in a central reserve city,
_except’as to any bank located in
an outlying district of a central
‘reserve city or in territory-added
to such city by the extension of
the city’s corporate limits, which,
by the affirmative  vote of five
members of the Board of Gov-

“ernors of the Federal Reserve Sys=~

tem; is permitted to maintain 149,
or 20% reserves against its net de-
mand deposits. - X
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Canadlan

Securmes

= By WILLIAM J. McKAY

As anticipated since the outset, the idealistic global schemes for
currency stabilization and. for the rehabilitation ' of war-damaged
cconomieg, founded as they were on billiant Keynesian theories and
on undue confldence in the altruistic side of human nature in gen-

eral, have been inevitably fore-<
doomcd to disappointing failure.

The area of damage was always
voo extensive and deep-seated to
yermit immediate reconstruction
on a universal scale. The efforts
of the few adherents to the Bret-
von Woods Agreements who have
F¥aithfully endeavored to set a con-
structive example have been en-
tirely wasted. On the other hand
other members have found it ex-
pedient to take unilateral-action
which entirely' defeats the pur-
yoses and objectives of the cur-
xrency agreements.

Therefore this country in com-
pany with the United- Kingdom
and ‘Canada who have been called
upon to: make sacrifices in the [P
universal - interest : without: avail,

should now consider the entlre"

question,

The 'idealistic approach havmg
failed, it is now opportune {0 exr
amine a - practical = alternative.
¥rom the very beginning the “Key
Currencies” plan-has-always of-
€ered the:best possibilities for a

successful solution of the problem

«0f currency stabilization..: Tq. all
intents. and purposes, -the -only
currencies ‘on' the basis of which
world commerce' is now:- con-
ducted, are the U. S. and Cana-
dian dollars and sterling. At the
present time the pound 'is the
weak link and the Canadian dol-
Yar has also been unable to play its
£ull part in view of the failure of
ihe Bretton  Woods scheme to
achieve its objective of multi-
lateral convertibility,

Having thus an existing foun-
dation it is logical to proceed to

- eliminate the weaknesses that im-
pair its strength. The Tripartite
Agreement of 1936 constitutes a
‘worthy precedent, and according-
1y a U.S./United Kingdom/ Cana-
dian Currency Agreement could
wery well mark the return to in-
ternational monetary sanity. Such
a scheme could be designed to op-
<erate within the scope of the Mar-
shall Plan and any other arrangé-
ments that might be' devised to

strengthen the economic :elation,—  §
» Ships, of-the:three countries. "} .J:

In this way the pooling of the

£financial and economlc resources 't

of this powerful bloc would pei-
snit the freer flow of trade be-

tween the Sterling and ' dollar]
areas and would also restore full]

confidence in sterling and the ‘Ca-
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nadian dollar. From this’ point
further agreements could be made
with other countries whereby ap-
propriate exchange relationships
could be established on a practi-
cal basis. This would represent
the first step towards the institu-
tion of a common world currency,
which is a desiraple ideal that can
only be successfully attained by
easy stages.

During the week both the in-
ternal and external sections of the
bond market displayed an: easier
tendency. Free funds also ‘weak-
ened slightly but in view 'of the
fears regarding the effect on ster~
ling - of: the- French, devaluation

plans the -market remained re-
markably stéady. ' Even in the
face 'of “a ' devaluation of the
pound it is believed that the Ca-
nadian dollar could still'maintain
its existing level Inasmuch as
the establishment of more realistic
values :on': the: “soft” ‘curtencies
would ultimately facilitate: Cana-
dian purchases in Europe; the Ca-
nadian -imbalance /of ' frade with
this country would tend to be cor-
rected. - Stocks were irregular and
lower with the base metal issues
alone res;stmg the downward
trend

Gould Research Chief
For Wiesenherger & Go,

The New York Stock Exchange
firm of Arthur, Wiesenberger &
Co., 6 Broadway, New York City,

has appointed
7 Edson Gould
as Director of

Research and

Statistics. For

the past three

years. Mr,

Gould has

associ-
ated with

Smith: Barney

& Co., and

previously

‘was D;rector

of " Economic
< -.Research . of

Moody’s - In-

vestors. Servy

ice. - His . con-
nection with Moody’s. covered a

period - of twenty years, during
which he also. served-as ‘account
executive and as- editor of
Moody’s Stock Survey,  Bond
Survey and Economic Reports

Dempsey-Tegeler fo
|| Admit J. McMillan

ST. LOUIS;: MO, — Dempsey-
Tegeler & Co., 407 North Eighth
Street, members of the New York
and St. Louis Stock Exchanges
and other leading national ex-
changes, will admit John S. Mec-
Millan to partnership on Feb. 5.
Mr. McMillan has been. with the
firm, for some time ' as manager
of the municipal department.

Barron Trading Mgr. for
C. S. McKee & Go.

PITTSBURGH, PA.—C. S. Mc-
Kee & Co., Union Trust Building,
members of the Pittsburgh Stock
Exchange, announce that Stephen
L. Barron has joined their organ-.
ization as manager of the trading
department. - < .o A

Edson B. Gould:

NEws ABOUT BANKS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS ETC.
REVISED
CAPI’I‘ALIZATIONS

AND BANKERS

In an annual report complete
with charts, tables and operating
ratios, the Savings Banks Trust
Company, wholly owned by the
131 savings banks in New York
State, reports earnings for 1947 of
$580,000, or $23.20 per share of
capital stock after payment of $1,-
179,700 more in interest to sav-
mgs banks on time deposits-than
in 1946. Financial returns to-the
savings banks since mganlzatlon
of the Trust Company in 1933 are:
reported as $33, 021,100, made. up
of $13,059,200 in mterest paid, $5,-
050,000 in dividends; and $14,911,~

900 ‘in undivided profits. and-re~|.

serves. Deposits at the end of 1947

were $253,648,600. Of these, $248,- |

300,800 were due to savmgs banks,
$2,410,300: to their 'agencies. ‘and.
$2.937,000 to the Unité tates
Government,

At the stockholders mee

Jan. 21, John Adikes, Presxdent of |
Savmgs Banks: Association’ of- the'

State of New York and :President.
of-Jamaica Savings Bank; Wlllard
K. Denton, President of .the:Man-

hattan Savings Bank and. William:

'S. Rogers; ‘President - of ' Buffalo.

Savings Bank, were elected:-Di-
rectors ‘of Savings ' Banks - Trusf:-

Company,.and the following;were:
reelected Directors: Henry Bruerey

President of The Bowery. Savmgs.
Bank; Robert M. Catharine mem—,

ber of the Banking Board of. the

State of New York and Premdent :
Dollar Savmgs Bank of the Clty of.

New York; Frederick ‘T, Jéramj
Executive Vice- President;. Home
Savings Bank of the Clty of Al-
bany;: George C. Johnson, Presi-
dent, the Dime ‘Savings Bahk of

Blooklyn Edwin Allen - Stebblns4
President,
Bank, and. Harold Stone;’ Presi-

Rochester Savings

dent, the Onondaga County Sav-
ings Bank.

21 of stockholders of Guaranty
Trust Company of New York, pre-
sided over. by J. Luther CieVeland
Chairman’ of the board; the’ fol+
lowing directors, whose terms ‘had

expired, were ' reelected: ‘for.:a |

term of three years: George -G Al
len, 'F.:W. Charske, CharIes 3 0
Dunlap, Walter S. Franklm, Ler§
Gawtry,. John. A Hartford,” Cor-
nelius F. Kelley, and.’ leham Li
Kleitz.' W Palen Conway:retired-
as Chairman of  the: JExecutwe
Committee, ;under the :company’$
retlrement system, after—nearly 37
years of service with the- bank, - A
membey of the board since:192
Mr. Conway will continue as:a.D
rector and memper of the' Exe
tive Committee, He became asso+
ciated with the bank in 1911, was
made Vice-President in 1916, ond
was elected President in-1934.-He
was. Chairman of the board.from:|
1941 until - 1944,
made Vice-Chairman of: the. Ex=
ecutive Committee.
1946, he was elected Chairman of
‘the Executive Committee.

The Board of Directors at their
annual meeting on Jan.
lowing the stockholders’ ‘meeting,
made the following official .ap-
pointments: Robert W. Stephens,
Vice-President, formerly Second
Vice-President; Reidar E. Gunder-

'sen, Second Vice-President, for-

merly- Assistant Treacurer; Percy
Wiesenauer, - Trust ‘Officer, " for-
merly. Assistant . Trust =Officer;
Robert .S, Denvir, Assistant Tlu'st
Officer, formerly Assistant’ Séec-
retary; Alfred W. C. Spindler, As-

sistant Treasurer, formerly: ‘Assist=.
ant Secretary; Frederick G. Dun-f

can, Assistant Treasurer i

u M

Manufacturers “Trust - Cnmvany

of ‘New "York announces with: rex:

gret «the - deathiof ‘Elliott~ Debe—

voise,d Viée-President:of the in- I

when. he -was

In “January:.

21, fol+

stitution. -Mr. Debevoise died on
Jan. 26 .at.Harkness Pavilion. A
native New Yorker, Mr. Debe-
voise started ‘as an - Assislan.
Trust . Officer ‘with the Chatham.
Phenix National Bank and Tius.
Company in 1922, Ten years later
when that bank was merged with
Manufacturers Trust Company, ke
joined the latter bank as a Vice-
President, first in the Trust De-
partment and later in charge o:
the ‘bank’s Fifth Avenue Office
In addition to his connection with
Manufacturers: Trust Company
Mr.,Debevoi_se was a Director. oi
the' Union Dime Savings Bank
and 011 Transfer .Corporation.
»” £ b3

The 12th annual dinner of the
Quarter Century Club of -the.Na-

-tional City: Bank of New York ané

S Bank Farmers . Trust .Com-
pany ‘was' held on -Jan." 22 at the:|
Hofel Astor,’ - Guests: numbered

l of “them:having served 25
yeéars ‘or:more; with: Chairman. of
‘the board of Gordon S, Rentschler:

as:hosti ,In:manyother. parts of.

world where Natjonal City. has |'
bianches; dmners were also held
to: . welcome ‘new: club members.
Inciudmg veteran employees and
officers: in; National . City's. over-

seas branches, the “total :member-;

smp is 1,363, of ‘which 88 incom-
ingmew New: York members wevre
greeted by~ Mr. Rentschler at the
fHotel Astor ‘dinner: and ‘presented

ith silver-trays, traditional sym-
bol of membelsmp '

At the orgamzatlon meeting. of
the Board of Trustees of the Title
‘Gnarantee and Trust Company. of
‘New: York held on Jan, 21, Ropart
A; Burdick was elected ‘a “Vice-
President; Andrew . N. Burkard,
Thomas Pearson and- Edward A

7| Minogue - were elected Assistant
" ’ ! ‘| Vice-Presidents; J. Louis . Laiola
At the annual meetmg on Jan. !

John N. Lewis and Hugh M. Hous-
ton were. elected Assistant Secre-
tariesy John P. Billhardt ‘was
named ‘Counsel in"the: Manhattan

“Office;” and‘ Harvey L Tutchings |

s named: Counsel in"the Brook-
: Officey’ George. L. Cohen was
‘named; Assxstant Solicitor. - and
‘Garret - Sanderson  was; appomted
‘a-Manager, Banking Department;
"All‘other, officers: were reelected.
‘At the-:annual’ ‘meéting of “the
stockholders -of the Company 'l ‘held |-
on -Jan. 21, the“following" were |

elected Tmstees n the: class: whos?| s

‘term’: will>expire in” 1951 ‘Albert
B: Ashforth Jr, Wx;ham ‘Barth-
man,: Gordon S. Braxslm William
V. Lawrence, Byron A, Long, John

B Morton-and Char les W.-Nichols;

-Jrii-At .the organization . meeting
of the Boardhof Trustees, Jacob L,
‘Holtzmanny of - the firm of Holtz-
‘mann..- Wise, Shepard,; Houghton
& Kelly was elected.a, Trustee of
the Company. Harold W. Hoyt, is
President of ‘the Title Guarantee
& Trust. ;

At the recent annual meeting of
the Clinton Trust Company of
New  York Carl F. Schock was
elected to membe1sh1p on the
Board of Dlrectors

The art and literature of Latin
“America are exemplified in win-
dows. of Colonial Trust Company.
‘in. Rockefeller Center, at 48th
Street,’ New - York through a dis-
playof color plates taken from
the cultu1a1 Spanish publication
_“Amerlcana Aceompanying each
page - is. the ‘original - painting - or
'statue from:which the reploduc-
tlon was made.

R I %

Alexander Stewart Webb “for=
‘merly - Vice-President of. the New
York -‘Trust: Company, and ‘Presi-

dent - of jthe: Lincoln: Trust - Com~'

‘pany:-of’ New:York;: died:on::Jan:

{22. He was 77 yéars 0f ‘ags!

For
the past 10 years Mr: Webb had
been President of the Society for
the Prevention. of Cruelty to Ani-
mals. In"Mineola, L. I, advices to
the ‘Brooklyn “Eagle” of Jan. 24
it was stated that when' the Lin-
coln Trust Co. was absorbed . by
the Mechanics and Metals Nation-
al- Bank and that institution. in
turn was taken over by the Chase
National Bank he contmaed as
Vice- Presulent

Clifton F Thomas formerly
Executive Vice-President of the
Richmond Hill Savings Bark, Ja-
maica Avenue and 116th Street,
Richmond
Hill, N. Y., hes
just been
elected Presi-
dent of - the
bank by 'the
Board of
Trustees. Mr.
Thomas joined
the ~bank - in
1923.. He ‘was
made .. Assist--
ant ' Secretary:
in 1935, Secre-'
tary 'in--1936;
and was elect- -
‘d “Trustee' in"
1941;: "becom-
ing Executxvec v
Vice-President’ in 1946 Frederxcl;

Clnfton F. Thomns 2

Boschen, - who resigned as. Presi= ", E
dent of the bank, will'continue-as -+ .- ;
a:member .of - the Boarcl of Trus-ﬂ >

tees ¥
% a: ® i
Approval by the New York—
‘State'Banking:-Department  of - a
certificate ‘of: reclassification. of :
shares of the Patchogue Bank.of
Patchogue,  Long  Island,: N.: ¥,
providing ‘for -elimination of cer-
tain ‘retirement restrictions on 1952
shares of ‘preferred. stock “B”. of
the par value of $50 each was an-
nounced: by the . Department on_
Dec. 24 S ‘ S
At the annual. meeting of the’
stockholders of the County Trust
Company. at. White Plains, N. Y.,
on Jan. 21 the following Directors
whose © terms  expired were re-
elected: ~Raymond R. Beatty,
Chester A. Cawood, Warren W.
Cunningham, Charles ‘C. Fenno,
Thomas. F. Foley, Robert Gold-
blatt, E: J. Murray, Wilfred L.
Richardson’ and Warren L..Ward.
At “the “directors’ meetiny E. ‘J.
O'Neill formexly: “Assistant ‘Secre-
tary. and John H, Macdonald were -+

appqmted ‘Assistanti 'Vice-Presi= " 1
‘dents. “Mr.“Macdonald has. been in *:
charge of “the.Mt. /Kisco offxce,‘ R

while’ Mr, O'Neill.-has’ been' in
chatge of the Mamaroneck offlce

ra Wt

Louxs F Hartmann, who'! has
d:City & “County. Savings’
Bank _ of “Albany, : N. Y. for 365
years, starting as -a 'clerk, ‘was
elected President’ of the bank’ by
the. board" of trustees on'Jan. 12,
it:was madeé known in the Albany
“Times-Union”of "Jan. 12 whlcn
in part also said: - :
“Mr.. Hartmarnn succeeds Frank’
H. Williams, whose application for'
retirement was approved at the
board meeting. ‘
“Since 1940 Mr. Hartmann has
been Executive Vice-President of
the bank. Elected with Mr. Hart-
mann -were John Boyd Thacher
2nd, former mayor of Albany" and
former- Children’s  court judge,
who will be a Vice-President; Jo-
seph * “A.. Ehrhardt, 'Secretary-
‘Treasurer of the bank since' 1940,
who will also be a Vice-President,
as well as Secretary; and William
G. Livingston, Assistant Treasurer
since 1940, 'who: was advanced to
Treasurer.”, ¥ A Sk
At .the annual stockholders’ -
meeting of the State Street Trust .
Co. of Boston on Jan..14, Everett
W, Gammons,. President : of ‘ the -

.| Franklin-Savings. Bank ‘of Boston,.
| was elected a director,. At.a-meet-

ing ‘of the directors: of ‘the:com=-
.pany on -Jan. .19, :the follqwxngv

‘promotions were ‘voted:, Fred:D. . :
presPresldent !

Harrington, R (oY
(Contmued on:page-40) -

pitized for FRASER
o) //fraser sthwsfed org/,.
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. What's Wrong With
Our Economic Set-up"

By REV. WILLIAM J, SMITH, S.J.*
Director, Crown Heights Associated Activities, Brooklyn, N. Y

Fathar Smith urgss a-redefining

of competition ‘and a clarification :

and reorientation of objectives of industry. Sees trend away from -
freedom in industry and towards greater concentration. Wants both-

labor and management organized

ifi each industry, with government

representing people, Calls for codes .of legmmate competition and
concludzs problem is not economic, but a moral one. -

It is proper 1'think to let your audience know where the speaker
stands 110t from ine beginning. I am not an Economist. I am not a

Capitaust. I am not a Communist.

Well, what are you? Some of my

frlenas and many who are not friendly, would like to characterize

me, I believe, as- just ‘a little
Bolshevik from Brookiyn. - E

One need not be an Economist,
a Capitalist nor -a_Communist to
see tnai thereis’ ‘Something ‘wrong

\inour present:‘economic set-up:|S

I'he 'gueoaun “ISTESnould - govern=
ment paace.a control over wages
ahd pi.ces? ‘1 do not think that the
Government™ can effectively con-

trol ‘wuges “dnd: prices- any: -more

than ‘1. can..conwror . striges, -ana
still leave-:roem 1ora. tree: ana|.
democratic order, To control one
or twu eiements in the economy
is to control all. Wages, prices,
producuon, protfits, strikes, stop-
pages are so intertwined, so inter-
linked, so inter- dependent so0 rel-
atlvely connected: -.oneé with the
other, that I do not believe that
you can completely control any
-one . of ~them without 'eventually
coming . to cumplete control of ‘all:
‘The result'is 4. totalitarian ‘econ-
~_omy Noroné wants that: “But. it
‘leaves us.;with',only. one  alterna-
tive,

When men dlsagree, the prob-i

lem is sowved either by themselves
voluntarily .accepting the respon-
sibilities of settiement by. coming
to a harmonious compromise or.a
discipsinary - power -must torce . a
decision  upon ‘botn from ~without.
It is ‘my: ‘conviction ‘that the
leaders oi Labor-ana management,
with the help of Government; must
solve 1nis problem ihemselves, or
there 1s no solution. At present it
is a-vicious circle; -and left un-
solved, it must festlt either in
the Government ‘taking ‘over’ in
criticas periods, and’ thex . perhaps
permanently, or al.owing ing: con—
tlict over economic supremacy to
run its course into €naos; ’
Can ' any Dpossible, reasonable
suggestion be: oftered? It strikes
me that we must do two things:
First, redefine the meaning of
competition; second, clarify and
reorient - the - objectives of in-
dustry.. The funaamental truth in
this whole problém.is constantly
ignored. There can be no solution
until it be recognized. . It.is the
simple. tact tnat we are dealing
with human beings. . Human. be-
ings can- act- only: in. accord with
the ideas possessed by theirin-
tellects and the. reaction of their
human. wills' to human ' circum-
stances. - There' is no solution, of
any human problem except in the
willing .acceptance 'of the solution
by human wills. There is no fool~
» proof: autematic: answer; ‘and: that |5
is what-T-am' afraid.’ most people
are 'looking. for. : :

We must redefine the meanmg

‘+ “of tompetition. To ye that means/|

éfficiency should be the fiorm and |
: Jconten,t of . competltxon"’Wage and
. prices, :should be removed fr, T

b.y'area of competition., t(I have been

“inefice in- labor: relatlons than Mr:
Geoxge Taylor 1s ini greé‘ment
; .w1th me. on _this proposal) l .say.|
..the step is: necessary for:two rea~
sons.. /First,-from the;sociological
vangle wages and prlces sare the

he.“

human beings and :the rsacredness
of life, why should the elements
apon which men depend for their
very livelihood, be subject. to' the
greed, selflshness and ambitions of
other men? - -Secondly, ‘there-‘can
e nostable social ‘order unless

wages and prlces ‘That balance
vecomes impossible when.it:is left
.0 the determination of one side,
sngaged in ruthless competition,.
‘with~ecoriomic ‘and ‘political ' su~
Jremacy as the only “rule -and
guide of action. The strongest and
most unscrupulous survive. The
cest suffer, The results of such a
theory  are ' becoming  more ~and
more apparent. '

The trend is against freedoin in
industry- and. toward greater and
sreatér-concéntration in the hands
5f few. For-instance: We have 47
-one-billion~dollar.: corporations ‘in:
America. Indwrduahy, each | of;
these: conderns - possesses: greater
corporate’ wealth and all ‘the po-

j0es with' it, than 38 soverelgn

one of these individual ‘concerns;

locking ‘directorates; 151 of. these
aave

>t the. corhbined assets of the 250.

srescinds - “from* the - connection
with small subsidiariés; etc.

ander the control of eight finan-.
cial interest' centers.: ‘what hap-
oens to free .enterprise when you
aave your largest business enter-
orizes operating through inter-
.ocking directorates and . credit
controlled from central sources?
.t contradicts the whole theory of
ree competition.

An essential of free competmon
s an immediate and easy access
.0 the field of competition.  The
T'emporary © National Economic,
Committee spent a million ‘dollars:
and a half just before the war‘in
an effort to analyze some of-the
difficulties: of - free 'competition.
Among other things, the Commit-|
tee reported ‘that it is hazardous:
(or new- enterprise ‘to: enter: busi
aess. - The.obstacles’ mclude

(1) Necessary resources. may:be
controlled by existing enterpnse ]

(2) Patent rights may stand as
'bar to new enterprise. ok

(3) Market outlets may. be 0]
.trolled. . T

(4) Heavy : Vel
costs are often an’ Impedlment. \

(5) Large ‘capital requjrements

p essentlal ‘to' modern: mdusthallsm
..told: that no-less | a«man: ot‘pt\emm !

«constitute a barriers:.
The door' of opportumty iis:
Lheoretxcally open:

What is the natural result and

of* industry as+an-economic system
develops in ‘this 'way?;, As couqter-
economig; force rises- to -meet: i

Free-born men w1ll fxght it, When
their - livelihood. "is threatened

| their dignity -as human personalr

|'*2=rdonored; the «welfare:of their
.famllles\m jeopardy; - they.- dll
uagte-1n, selt-aetense /The . gi

22, | trade: unionyis the: natra conses |-

.7 -] quence,.. Economic warifaré ;jsson

chere is a proper balance between-

ifical and social influence that

states Only 10 States in the union
aqual the corporate “assets of ‘any

-rhere have been 1,800 mergérs be-
ween 1940 and 1946 in manufac-
turing and mining-alone. Of the
lou argest corporatlons in’i the
sountry, “only 23 ‘have no 'inter-

interlocking . directorates
with at least three: other corpora-=
.ions. 'They control three-quartefs
This is just on a larger plane and

106
)f our largest corporatlons are

reactlon among the worlking’ forces

Prices are determined by corpo-
‘irate directors, Wages to meet the
rising cost of living are demanded
by ihe tnion leaders. The vicious
¢ircle spirals along. ‘The public
dlamors for law. Even if enacted,
<he black market defeats the pur-
pose of legislation.

It is evident that no solution
can be found in-.class warfare as
we ‘have it. The insistence upon
solving the problem by legislation
leads to totalitarianism. Is there
any answer? Not unless class war-
fare conflict can be abolished or so
mitigated that we can-rebuild on a
principle of cooperation. No form
of human society can work — no
kind of an economy can fulfill the
principles of sustaining human life
as long as strategically placed in-
dividuals " and groups -are con-
sidered of greater importance than
the lives of all the people.

If the objective of industry is
to ‘be the exclusive enrichment oi
individuals at the expense of thc
majority of the people, the profit
motive becomes a profit obsession.
‘Monopoly power reigns as the
supreme norm of the conflicting
groups involved. We get what we
have today. and it plunges on ‘tc
final collapse. That is why I say
we-must redefine competition anc
change the objectives of industry.

1t 1s evident tnat you can get

nothing . from ' ecompetition ovel
wages ‘and prices except’ class
warfare. Human selfishness ob-
literates the social viewpoint. We
have lost the concept of what a
human being is and why. Unlesg
‘industry is acknowledged as a
means:to sustain a nation 'and not
to perpetuate a race of profiteers,
thefe can be no human solution
to this human problem. The an-
swer rests in the answer to the
question: ‘How *human are we
‘willing to be? If the Fatherhood
of .God: and the Brotherhood of
Man’ aré’ not to enter into the
actual operatlons of industrial re-
latxons, it 'is a. waste of time to
discuss the 1s$ue Both ten and
the ‘form of industrial society
must be’ changed.
““How, -can cooperation be at-
tained, or even get a start? If we
really -believe in the principle of
real democracy, economic as well
as political, I would say that there
is'need to set about organizing all
workers in every industry. Organ-
ize management in each industry.
Supply them with an army of ex-
perts.. ‘Let government represent
the® public.  Draw up  codes of
leégitimate competition. - The ex-
perts. representing Labor and
Management set maximum and
minimum wages and prices in the
various industries.. Coordinate the
scales on regional and national
bases.

Raise production through union-
management committees.  Effi-
ciency becomes the norm of com-
'petltwn It won’t work? Not as
Jongas U.S. Steel can unilaterally
deter ’in‘e",the price of its prod-
YUcts.“Not as long as John L. Lewis
‘can ‘unilaterally tie up the nation
'with ‘a strike. If profits and eco-
nomic, -supremacy are the only

‘| standards of competition '— there

|is no;human solution to the prob-
lem..- And the simple - reason -is
‘that. the: horm. is: contrary  to:-the
nature: and the ‘needs of  human
beings.- Leave out the human-and

“isoeial’ obhgatlons and viewpoints
‘|}and: the. whole . world of industrial

;'relatmns ceases to . be- -human.
‘Much--more than ‘an' economic
roblém ‘this'is a moral problem.
‘It will ‘be answered ‘when -we-an-
swer the question: How: human are
wie-willing to be?
You ‘cannot have a_ system that
‘built sonr selfishness and expect
:to fulfill ‘the ‘social- obligations
ithat:the very existence ‘of human
ibeings ~in- -society:~demand. - Our

'est,:economic warfare, anti-social
attltudes, amoral - practices,
Lalmost. ‘a- eomplete - dlsregard of
the’cornmon..good. :

oIf it Adsnlt fworkmg out, JdOnt
blame me:; Trdidm’t stavt it.- i

i Asserting history of price controls

| fends governmental regulation of

Wages, Prices and
- Inflation Controlss

/ By HERBERT A. JOHNSON*
Program Director, Brooklyn Chapter, Nat’l Ass’n of Cost Accountantr

over 4,000 years proves they are

doomed to failure, Mr. Johnson points out prlce ﬁxmg leads to black
markets and discourages production, thus increasing scarcity. De- :

business and cites statistics that

prices have not risen above wage increases. Holds competition
keeps down prices and lists 7-point program to fight inflation.
When I was asked to speak on the subject of “Price and Wage
Controls,” the first thing that I felt I should do was to analyze my
own views on this subject and come to firm conclusions before
attemptmg to discuss the subject with you. In the course of my self-

avaiysis I felt<®
it necessary
to determine
in my own
mind my per-
sonal - convic-
tions on the
i subjeeti 1
‘certainly
would not
want to speak
against  sup-
porting - price
and wage con-
trols, if I:fa-
- vored them or
vice versa,

Inattempt-

ing to speak
against my personal convictions it
would make my words as sound-
ing brass or a tinkling cymbal as
quoted “in the Bible in another
connection.

In preparing for this talk, I
thought I would do .a little re-
search into the history of price
and wage controls. ~ Is this some-
thing new which was instituted
with the last war or perhaps the

Herbert A. Johnson

previous one? . Much to my sur-

\present:relationships .of Manage-.|: -
ment and Labor are based on self- |/
lshness, the survival of the strong- |

and |

prise, I found that this subject has
been a controversial one for thou-
sands of years.. Price controls are
not new, 'The oldest price regu-
lations - known to “us and carved
in the law’were-in the times of
Hammarabi, King of Babylon
more than 2200 years B. C. These
laws which were extremely' rigid,
established’ both maximum anu
minimum compulsory prices. The
Babylonian: business man worked
out these regulatlons Also, the
over-all price ceiling was tried as
far back as 301 A. D. when the
Roman Emperor, Diocletian; de-
creed qver-all prices, wages and
rent - ceilings. Infractions ‘were
punishable by death. - Despite this
extreme penalty, price controls
were not satisfactory and as a ve-
sult were removed a short time
later:

Discussions as to what consti-
tuted ‘a fair price beginning with
Aristotle, if not earlier, continued
right through the middle ages
The Church ' Fathers . discussed
these problems for: 1,000 years:
Martin Luther discussed this sub-
ject in a book entitled, “About
cales Merchants and Profiteer-
ing.” « English price-fixing is re-
ported from-A. D. 959 on.- The
Guild System: prevailed. in- most
countries - from  the Middle: Ages
until ‘the: period of the American
and French Revolutions, . Even in
Colonial . America direct  price-
fixing was instituted at the begin-
ning of the Revolution, in Massa-
chusetts in 1777 and - later -in
Pennsylvania, but with little suc-
cess.

It mlght be seen’ that through~
out 4,000y years of history -there
seems to have-been some: need-for
controls during difficult times, but
it was always-doomed to.failure,
human. nature being what it is.
Economic history during the last
150 years has established beyond
‘a’ doubt * that. free  competition
from government regulatxons have
contributed. to economic progress.
Wartlme Controls: May - Be

Helpful !
In' my self-analysis T came to
the conclusmn that while .price

‘Association” of+:Brooklyn, Brook-|

#*An address by Mr. Johnson‘
lbefore the -Economic Security

and wage controls may be con-
s.dered helpful and possibly nec-
essary, the only conditions under
which I feel they are to be insti-
tuted are during periods of war.
Human nature rebels against con-
trols and unless there is some out- -
side extreme influence creating
patriotism as during a war period,
controls will never work, I fee}
that the free enterprise system ‘is
the only one which will allow the
United States to progress at the
accelerated rate which we have
known for the past sever al scare:
years.

‘Mi. J. Howard Pew,- President
of the Sun Oil Company; has’
stated, “Our American system of
free enterprise is far more than.
just a way of doing business. - Ik
is a system which as its ‘base com-
prehends good sportsmanship,
given free play to the laws of
supply and demand and of compe-
tition, - develops ‘initiative, char-
acter and“discipline and in many
ways goes ‘far toward improving
the morale and bettering the lives’
of our people.. When I speak of
free enterprise at its best, I mean
free from monopoly,- private o
governmental, free of government
control or intimidation, free  of
trade agreements that would con-
trol prices ‘and - production ‘aftex
the manner of the European Car-
tel System. For a government to-
destroy free enterprise is for that’
government to destroy  itself.
There is no higher duty than that
of inculcating in the public mind-
an - understanding of what the
American: competitive system ‘of
free enterprise is ‘and what i%
means to the American people.”

Our Greatness Due to Free
Enterprise

The free enterprise system:
which prevailed in the United
States for almost its entire history
is .the only one in which I have
completé faith., While the Uniteck
States has only one-sixteenth ‘of
the earth’s population, she pro-
duces nearly seven-sixteenths oi®
the world’s goods., ' Her peopler
own 46% . of the world’s electric
power, 48% of its radios, 54% o¥
its telephones, 59% - of its steek
capacity, 60% of its life insurance-
policies, 85% of its automobiles
and 92% of its modern bathtubs.

Yes, it is statistically true thai
in the 150 years of her dynamic,
adventurous' life, America has
made more progress than all the’
other nations have made in 6,000
years, “Why? - What ‘has she go%
that the rest.of the world has not?:

“She has only 6% of the world’s .
area. = Other nations have more
land and more people. Some are
more richly endowed with naturak
resources.... Several enjoy a gen-—
eral . level of  health, education,
political~freedom “and native in-—
genuity approximately compara-—
ble to our own. Carry the com-
parison on down the line and you
will be forced to the conclusior
that the one thing which America
{'has that the other nations lack i’
the American system of free en-
terprise. .

That you like in America is cir-
cumstance; but that America live:s
as she does, is not. - For a century

lyn, N.. Y., Jan, 22; 1948.

(Contlnued on page 38)
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Sterling

Devaluation Scare

By PAUL EINZIG

Dr. Einzig, commenting on French franc devaluation, points out
pound sterling is not overvalued to extent of franc, and decries be-
lief in official U, S. circles that sterling should be devalued. Points
out since Britain has more orders for capital goods than can be
filled, sterling devaluation will simply mean “giving money away.”
Says British Treasury views devaluation effect as widening balance-
of-payments gap and therefore it may be safely ruled out for present
LONDON, ENGLAND.—The vague talk of the possibilities of a

devaluation of sterling, which have been going on ever since the
suspension of convertibility, flared up into an acute scare during the

third week of January. This was

due in part to the vague reference

&

made by Sec-
retary Snyder
‘to the subject
of a devalua-
tion  of Eu-
ropean
currencies in
general,
in- the course
of his evi-
dence on the
Marshall
Plan.’ His re-
mark  hap-
pened. 1o co-‘
incide with
the  publica-
tion of a re-
port by the
.State. Department - containing  a
passage. according to which sierl-
ing would be-devalued in agree-
ment' with the Internat.onal
Monetary " Fund if : any when it
should be found to-be overvalued,
Even- though this: remark w=s a
mere - statement of - the- obvious,
_read-.in: conjunction with. Secre-
tary Snyder’s remark, it conveyed
the  impression -that the U, S.
‘Gevernment'would: welcome:a de-
valuation of sterling.

In: addition, /the London ' visit
of the ‘French Finance M:nister
was announced on the same day,
followed. by ‘a subsequent visit of
Sir Stafford Cripps to Paris, It

‘. was reported that the object:of

Rene Meyers’ visit was to discuss
the devaluation of the franc and
sterling and Sir Stafford Cripps’
Paris visit had the same object.
It was generally known that the
franc was grossly overvalued and
that France had every reason for

Dr. Paul Einzig

- ‘deciding in favor of a devaluation.

But, considering that prices in
Paris are about twice as high as in
London, it is clearly unjustified to
class sterling and the franc in the
same’ category. Yet, during the
course of Congressional  d:scus-
sions, the view emerged more
than once that both sterling and
the frane should be devalued.

French Devaluation

As to the recent franc devalua-
tion there is no reason to smpnose
that, by  embarrassing Britain
through the. restoration of a free
foreign' exchange = market with
fluctuating - rates, the ' French
Government has solved the prob-
lem ‘it has set out to solve. That
end could have been' attained by
a straightforward devaluation to
a sufficient extent to inspire con-
fidence in the franc at the new
level.. It is open to question
whether the rate of 214 francs to
the dollar is -high enough from
that point of view. But in any
case that rate could hardly inspire
confidence seeing that the French
Government itself does not trust
it. 'Tkis at any rate: appears from
the fact that French: exporters
ancd other holders of dollars and
gold I'ave now been authorized to
sell their holdings to the highest
bidde at rates much higher than
the c'ficial rates. J

Tke ‘devaluation  of the franc
may result in a certain amount of
repctriation of French capital in
‘the near future. In. the long run,
Irowever, the method of devalua-
iion can hardly inspire confidence.
In any case, if Frenchmen wanted
to acquire francs with the aid of
their dollars they were in a posi-
tion to do so even before the de-
valuation, by selling their dollars
in the black market at prices well
above the official rates. From
this point of view the establish-

r/
bigitized for FRASER

D:

/lfraser.stlouisfed.org/_ .~ .

| 1any additional inducement.

ment of a “free” market with
fluctuating rates does not provide
And
the instability of the “free” franc
is bound to inspire distrust. The
experience of the exchange fluc-
tuations in the ’20s and ’30s, when
there was a franc crisis in the
average every month and it was
accompanied on almost every oc-
casion by a political crisis, is still
fresh in the minds of most
Frenchmen. -They will probably
prefer to keep their dollars and
Swiss francs until after another
devaluation that aims at stability,
1 not instability.

The French Government
plunges into its freak currency
experiment, with utter disregard
of advices to the contrary given
at home and abroad, in violation
of its pledge given by joining the
Bretton Woods Agreement. In do-
ing so it is endangering the pol-
icy of collaboration in Western
Europe. For, although the British
Government, having opposed the
French scheme to the last, is now
doing everything to make the
best of a very bad job, it seems
highly probable that.the increased
difficulties: caused to Britain and
other countries by the French ex-
periment will: create bitter feel-
ings. They will certainly hinder
the efforts of closer. economic,col-
laboration with France. For it is
of importance to Britain that ster-
ling should be isolated as far as
possible from the ‘‘gamblers’ par-
adise” set up in Paris under the
aew currency system. British ex-
change restrictions in relation to
France will have to be tightened
instead of being relaxed. Even so,
there is the danger that the devel-
opment of a discount on sterling
on the French black market will
actentuate the distrust in ster-
ling, and will make things more
difficult for Britain.

Nor is the system under which
complete uncertainty  prevails
about the price of any currency
in any way helpful to British ex-
port trade. After a straight de-
valuation of the franc British tex-
tile exporters can calculate the
extent to which they have to
lower their prices in order to be
able to compete with France. But
under the system adopted French
orices will depend on the ex-
change rate of the moment, and
there is no way of predicting the
tendencies on the free market. It
is a ‘complete ‘mystery why the
French Government is so cock-
sure that it has chosen the right
solution. From the point of view
of European recovery—on which
the recovery of France ultimately
depends—it could not have chosen
a more unfortunate solution.

The reason why there is such a
widespread belief in unofficial
American . circles ‘that sterling
should be devalued lies in the fact
that the free market rate of pound
notes in New York is well below
the official rate of sterling. It
cannot be emphasized sufficiently,
however, that the price of pound
notes ' gives no indication what-
ever of the intrinsic wvalue cf
sterling, The market is extremely
narrow. Usually it would be dif-
ficult to buy even £100,000 of
pound notes at any given moment,
For this reason,: comparatively
moderate changes in the supply or

demand are apt to produce exag:

gerated effects on the price. What.|

is even more important, the mar-
ket .in pound notes is an isolated
market, owing to the restrictions
imposed by Britain:on their im-
port and export in excess of
amounts of £5 per traveler, This
means that even if prices in Brit-
ain were only half as high as in
the United States it would be im-
possible to take advantage of it
by buying up the pound notes and
spending them on British goods
and services,

It would be easy for the British
Treasury to raise the price of
vound notes to the level of the
official parity. This has been sug-
sested repeatedly on the ground
that the discount on pound notes
is bad for the prestige of sterling
and gives rise to devaluation ru-
mors. “The Treasury refused .to
intervene, however, on the ground
that a higher price for pound notes
would encourage their smuggling
from Britain.

 Failure of Export Drive

Another reason why a devalu-
ation of sterling is widely antici-
pated abroad lies in the: partial
failure of the British export drive.
It is known that goods. reserved
exclusively for export are -accu-
mulating in warehouses, partly
owing to the fact that other coun-
tries are offering them at a lower
price. ' On the other hand, it is
equally true that in the majority
of exportable British goods de-
mand  continues' to exceed the
supplies available, .As far as cap-
ital goods are concerned, many
British firms have orders. which
will keep them fully occupied till
1951 or.1952. < Since prices. have
been fixed in sterling, any devalu-
ation would reduce their price in
terms of foreign' currencies below
what the foreign buyers have al-
ready undertaken to pay. It
would simply mean. giving money
away. The process of the devel-
opment of buyers’ market would
have to go much further before a
devaluation of sterling would be-
come a paying proposition. Even
in the lines in which there is an
unsold exportable surplus a deval-
uation would not necessarily help,
for the difficulty is largely due to
the inability or unwillingness of
financially weak countries to buy
luxur.es or secondary necessities
at any price.

It is known in well-informed
circles that the Cabinet has not
even considered the idea of a de-
valuation. ~ This does not mean,
however, that the government. is
dogmatic about the maintenance
of the present parity, or that it
considers it a matter of national
honor to defend sterling with the
last. drop of its blood. Indeed, in
the course of negotiations be-
tween London and Washington
during the last five years or so
the British Government has al-
ways endeavored to reserve’its
right to: devalue sterling ;_ifl';and;
when " it "should consider: this

necessary. The Treasury is \'&at'c_h-’,
ing the- situation carefully’ and|

should it at any time arrive at the

conclusion t h at a devaluation’

would improve the British bal-
ance of payments proposals in that
sense would be submitted to the
Cabinet, - But, at 'present, the
Treasury’s view is that a devalu-
ation would actually widen the
gap in the balance of payments
instead of lowering it, because the
increase in the volume of exports
that would result would not com-
pensate Britain for the loss of for-
eign exchange caused by the low-

ering of the price of goods which
could 'be exported on the basis of
the present parity. It has often
been stated that Britain’s dollar
difficulties have been mainly due
to the adverse change in the terms
of trade, through an increase in
the price of imported goods with-
out a corresponding increase in
the price of exported goods. A
devaluation ‘would further accen-
tuate- this. adverse, change. For
this reason, it may; safely be ruled
out for the.present, ..,

.and to accept the Vice-Chairman-~
;ship so that the benefit of your

‘will continue to be available and
.50 that you may carry forward

Eccles Replaced as Federal Reserve Chairman

T. B. McCabe, Chairman of Philadelphia Reserve Bank, is named
to office, but Eccles remains as Vice-Chairman. Change may end
dsipute on fiscal policy between Secretary of Treasury Snyder and

Reserve

Board.

In a surprise move, President Truman on Jan, 27 nominated
Thomas' Bayard McCabe, a Republican, at present Chairman of the
Federal Reserve Bank of Philadelphia and President of the .Scott
Paper Co., Chester, Pa., as Chairman of the Board of Governors of

the Federal Reserve System t¢®
replace Marriner S. Eccles, who
has held the office since 1936
under appointment by the late

Marriner S. Eccles Thomas B. McCabe

President Roosevelt, The step was
revealed in the publication of let-
ters between the Pres.dent and
Mr. Eccles. In a letter to Mr.
Eccles: the President wrote:
“Dear Mr. Eccles:

“Shortly after I became Presi-
dent you offered to resign as
Chairman of the Board of Gov-
ernors of the Federal Reserve Sys-
tem and said it was your feeling
that the Chairman, who is desig-
nated by the President, should
serve at his pleasure. I told you
then and on other occasions that
there was no one I desired to ap-
point in your place,

“You will have completed your
oresent term as Chairman on
Feb.- 1, your appointment as a
member of the board continuing
until 1958. As I explained to you
last week, it is now my preference
to appoint a new member of the
board to fill the vacancy created
by the death of Vice-Chairman
Ransom, and, when confirmed by
the Senate to designate him as
Chairman.

“This decision, as I assured you,
reflects no lack of complete con-
fidence in you, or dissatisfact’on
in any respect with your public
service, or disagreement on mone-
tary or debt management policies,
or with official actions taken by
the board under your chairman-
ship. All who are familiar with
your record recognize your devo-
tion to the public welfare and the
constructiveness that has charac-
terized your  leadership in the
Federal Reserve System.

- “Therefore, I urge you to re-
main as a member of the board

long experience and judgment

legislative proposals now pending
in Congress dealing with the im-
portant problems of bank” credit
as outlined in the President’s eco-
nomic report to Congress, as well
as with other matters in the inter-
est of a sound banking system
and a sound economy.
“Sincerely yours,
“HARRY ' S. TRUMAN.”

Eccles’ Letter

Mr. Ecples replied as follows:
“My Dear Mr," President:

“You have stated in your com-
plimentary letter the substance of
our conversation of last week. As
I advised you then, I desired to
have time to consider fully your
decision and request. I have not
altered my conviction that the
Chairman of this Board should
serve at the pleasure of the Presi-
dent, and I.sought to have such
a provision included in the Bank-
ing Act of 1935.

“Y have carefully considered
vour.request., . After -consultation

with,.close friends and associates

on the board and because of the
reasons ment.oned in your letter,
I have decided to remain with the
board in the capacity you suggest.

“Respectfully yours,
“M. S. ECCLES, Chairman."

Mr. Eccles term as Chairman of
the Federal Reserve System ex=
pires at end of this month, but his
term as a Governor of the Federal
Reserve Board does not expire
until .1958. In accepting the post
as Vice-Chairman, Mr. Eccles,
who has had the dominating posi-
tion in fixing the policies of the
Federal Reserve and who has dif-
fered in his views from Secretary
of the Treasury Snyder regarding’
imposition of further credit con-
trols, thus ceases to be the spokes-
man regarding fiscal policies in
relation to banking.

The shift in the Chairmanship
of the Federal Reserve System is
regarded as a move to end the
conflict of views on fiscal policy
in Administration circles, and is
generally conceded as a victory.
for the conservative forces, headed"
by Secretary 'of: the Treasury.
Snyder., A short time ago, Mr.
Eccles appeared  before Congres-
sional committees urging ‘the. en-
actment of further credit restric-
tions, chiefly in the form of creat-
ing a special reserve by member
banks as a check on undue credit
expansion. Mr. Snyder, on' the
other hand, testified before the
same committees that he was op- -
posed to the plan on the ground
that it would be ineffective. More
recently, Mr. Allan Sproul, Presi-
dent of the Federal Reserve Bank
of New York, also criticized Mr."
Eccles’ proposals.

Warburg to Lecture
At New School

The New School, 66 West 12th
Street, announces a series of six
talks by James P, Warburg, econ-
omist and writer, on ‘“Secretary
Marshall’s
First Year”
beginning on
Thursday, Feb.
12 at 6:20 p.m.

The . course
reviews the
history of
American for-
eign policy
under the
leadership of
Secretary
Marshall  and .
covers such
problems as
Germany, the
various pro-
posals for so-
lution of economic and political
problems, the Far East.and Near
East in terms of the Truman Doc~
trine, ‘the “ Marshall 'Plan : and -
American policy in ‘the United
Nations, American and Soviet for-
eign policy.

Specific lecture titles are: Feb.
12, “What Marshall Inherited”;
Feb. 19, “Military Picture”; Feb.
26, “Deadlock Over Germany”’;
March 4, “Return to /Reason”;
March 11, “Period -of : Deploy-
ment”’; March 18, “We Don’t Have

to Fight Russia.”

Kenneth Smith Dead -
" Kenneth L. Smith, former Pres-
ident of the Chicago Stock Ex-
change, died at the age of 44. He
retired - in 1945 because of ill
health, after serving as President
of the Exchange for six years.

James P. Warburg

i
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~ Causes of the Abnormal Capnal Market

(Continued from page 2)
would ‘our: liberties. ' . Thus, the
stakes are high and it is therefore
useful :and in the public interest
to have these panel discussions to
ahalyze the problem and to ex-
plore p0551ble solutions.

‘Defunctlonalizmg the Market
Mechanism:

"The. first prerequisite ‘is to ad-
< 'mit"and “to ‘prove to the public
that ‘a ‘good - many things which
have ‘been‘done—some of them
under the exxgenmes of the war—
‘will: not work ‘in -peacetime, are
detrrmental 1oy the economy ~and
must - be - reversed. “Now, “Wall
Street “has:long. since been pre-
pared -to -admit that there were
abuses 'in ‘the '20’s ‘which cried for
correction, but it' does.not-follow
that corrections’ ‘should go to’the
point:“‘of defunctronahzmg the
mechanism :of’ the - market. The
* general talk ‘now is that we have
an’.investment market as-if ‘that
were. a virtue: . There is-no credit
.to speak of in the-market, to be sure
and-Wall Street; as'a hlgh Federal
Reserve  Board ' official recently
pointed out;:is;in.the unusual po-
sition. where
for anything, .. But that does :not
prove :that:the market isin a

sound - position - viewed from the.
standpoint : of the economy as ‘a’

whole. " -As-a matter of fact, it is
not an'investment market in ‘the
sense that -such .:a phrase would
imply. The-phrase -suggests that
it is:almost an ideal market from
which all unhealthy and extrane-
ous elements. and ' speculation
have - been removed and that it

- enjoys the inflow ‘of investment
fuhds that you might expect from
an economy that is employing 60,-
“000,000 ‘people ~and producing" a
gross national. product of $230
billion. Now this'is an-illusion—
it- just is not so. This flow has
béen cut into a fraction of what
it would ‘normally be by a com-
bination of factors which have -all

.. worked in the same general di-
rettion.

(1) First and foremost among
these is our income ‘tax structure.
This has worked to reduce' the
amount available for investment
in various ways.  First, it has si-
phoned ' off ‘into the Treasury
funds which would otherwise go
into the equity market, ‘and this
has taken place at-aih alarming
rate.  One of our recent studies
peints out that taxes are -taking
the bulk of the money which
otherwise would - have become
equity = capital. ‘'Permit me  to
quote from our Fortnightly Re-
view: of Dec, 2, which had the
following to say on this point:

“Roughly $2 billion of new cap-
ital for equity securities: was re-
quired in-'1946 and an amount of
about $1.5 billion 'will, be raised
in 1947. Two billions may ‘not
seem ‘a large amount in a $230
billion : economy, but its limited
source has ‘beén narrowed by
taxation. . The bulk of the new
money - for stock - commitments
probably originates with people
earning $25,000 @nd more, - Back
in 1916, the 40,000 people who
had pre-tax net income in ‘excess
of $25,000 had .an aggregate net
income after taxes of $3.2° bil-
lion.” By 1929, this group ‘had
grown to.more’ ‘than 103,000 indi-
viduals with a combined income
of $7.3 billion after taxes. . In
1942 (the - latest 'year 'for which
official . data 'is' available) ‘ they
still numbered:- 91 ;000, but -‘their
.-aggregate .income after taxes had
been - ‘reduced by ' steeply - pro-
gressive: surtax rates to only $2.2
billion. = In 1942 persons with
income. of $1,000 000 or more ‘kept
only $21 mlllxon after taxes, or
only 5% of ‘the “$400 ‘hillion ‘this
‘group. retained in 1916, ahd only
2% -of - the~more ‘than $1 billion
it. retained. in 11929, : Ag vxrtually
all 'of the. post-tax income in this

-- strata ' is ~available for venture

capital, this very 1mportant source
‘of stipply. has entirely dried up:

If we could bring the ‘comparison:

up ‘to date, it ‘would undoubtedly
be found ‘that the ‘aggregatein-
come: of people called upon to
‘supply. most of the hew equity

money has  not changed : much-

‘since 1942, It 'is.apparent from

the- figures cited" ‘above ‘that: the

amount: of  money" available “for'

'new: equity - investment, after al-

‘lowing  for " living ekpenses and
other forms 'of - savirgs, ‘falls ‘far
short of present 'requirement's L

. In‘other words, our income tax
structure has . not. only --been - a
general deterrent-to private eap- |

ital formation,. but, it “has been’

particularly: severe “in: just'those
higher brackets on which'. the
economy absolutely depends ' for
venture capital.

‘Secondly, the incentive to' ‘save

in order to buy-a dividend-pay-'

ing equity *has been ‘reduced by

perhaps . 30-40%on'‘the’ avelage'

by ‘the' tax. which" comes' off’the
dividend.' . Moreover, ' this ‘tax
represents the 'second ‘tax ‘on ‘the
-same‘earnings which have alieady
been-levied upon prior théreto by
the’ corporate ‘income " tax. "Nor
ig this all. - For one’ thmg, as part
of our national pattern.’of dis-
couraging ‘venture capital " and
fostering - debt financing, we tax
‘interest payments only . once—to
the recipient, while to the payor,
interest is not only not taxed but
dctually “becomes a deductible
item. . In the case of State, mu-
nicipal and similar obligations,
we go even further. In addition,
our income tax structiire has be—
come $o warped that a-good divi-
dend. declaration - often  operdtfes
ds a market ‘depressant on ‘the
stock on which it is declared. So
heavy is the tax on the dividend
paid to any sizable' holder that
he must ask himself whether he
would not be better off to sell
the stock before the dividend date
and try to buy it back after it has
gone ‘ex, in the hope that in' cir- !
cumventing the = dividend ~“date
dnd making a capital gains:trans-
action out of it, he will not lose
as much marketwise after taxes,
and will be left with some return
on his .money. Now, any gram-
mar school child would recognize
that this is economics gone crazy,
but so far the Administration has
blocked 'any move to change the
situation. Here is a job to be
done by the participants'in this
panel discussion -and the same is
true of the third facet of :the tax
structure as it applies to the stock
market—namely, the capital gains
tax.

The capital gains Atax has not|

only been a deterrent per se, but
has introduced distortions into
the 'market by inducing = the
people to let their market judg-
ment be swayed by the mechan-
ism of this tax, such as liquidat-
ing an already depressed security
to establish a tax loss or refrain-
ing trom selling. because the
holdings are not six months old.
This has been bad. for the econ-
omy at  large, - contributing - to
concentrated liquidation such' as
was Wwitnessed, for example, in
September, 1946, exaggerating the
fluctuations of the market anhd
impairing its normal functioning,
The  capital gains tax should ‘be
abolished. The truth of the mat-|
ter is that cap1ta1 gains are not
income. They never have been,

land - no - othetr country ‘ever.

thought that:they were until we
decided to fax them as'such.. But
no one has been ‘able to convince
the Treasury: officials of the error
of their ways on this point, much

less -persuade them:: that " they

would get much more revenue

out of it if the tax were reduced

to, say, 10% and the differentia-
tron between long-and short-term

gains 'abolished. - Here ‘is-another:

job.to_be done; here'is something

else to be put up to your Senator

and . Congressman, Taken to-
gether,  the . high income taxes
and -the .capital gains tax have
hada-dual- effect—they have not
‘only . served to ' constrict  the
‘normal ‘well springs of - equity
¢apital,. but have, in addition,
driven’ appreciable amounts of
already- existing equity capital
‘out-'of - equities into tax-exempt
‘bonds—thus adding to the prob-
Jdems created by the easy rmoney
"policy :of the past decade, which
I/ shall” touch, on again later in
another connection,

'fhe Severev Margin-Requirements

“'So “much for -the income tax
structure.- I come now to the
second ' obstacle to-equity :capital
financing—the manner in. which
margin” requirements have been

1handled.

©(2) The ‘right. ‘to -hypothecate
property is one of its inherent
attributes and contributes to ‘its
value. If you abridge this right
you' detract from its de51rab1hty
and‘hence from its market price.
This is  exactly what has 'been
done “by ‘the capricious - control
'which ‘the Federal Reserve Board
exercises over margins. I will
'not go into details here to explain
what ‘havoe has been wrought by
this policy ‘in impairing the ‘use-
fulness of the security mechan-
ism, but refer you instead to the
many " thoughtful ~and  telling
speeches of Mr. Emil Schram, the
President of the New York Stock
Exchange, on this subject.l I do
want to emphasize, however, that
the use of its power over margins;
which for over a year were held
dt 100%, has tended to. reduce
the 'volume of capital that would
normally flow into listed equities.
As_between various kinds of in-
come-producing property that a
man- can buy, he will broadly
prefer one-that he can, if“neces-
sary, hypothecate freely—such as
dn-equity not subject to this ban,
commodities or real estate. There
ris.no question but that the margin
requirements have diverted funds
into -the real estate market, re-
sulting -in the very stluatlon of
which - Mr, Eccles, in his recent
testimony on the ‘need for addi-
tional inflation controls now com-
plains, just as the 100% margin
requirements helped to create the
bubble in the new issue market
in 11946 which had such unfor-
tunate consequences.

As for the commodities, it was
just.the other day that Mr. J. M.
Mehl, the administrator of the
Commodity Exchange authority,
in his annual report called atten-
tion to the diversion of trading
from ‘securities into commodities
as a result of the Federal Reserve
Board’s high stock:exchange mar-
ging, as having contributed to the
big commodity markets last year.
This observation: has been ad-
vanced as an additionalreason for
the ' necessity of subjecting the
commodity exchanges to stricter
controls, including margin re-
quireéments, by. Congressiorial ac-
tion. It is a typical example of
how one misstep leads to another
—for it -certainly was not specu-
lation which -has been responsi-
ble' for “the rising. commodity
markets—and also illustrates one
of - the basic ‘misconceptions with
which Washmgton has been im-
bued these many years and which
needs ‘to be reversed—namely,
the' ‘notion  that speculation—all
speculatlon no matter . what  its
character—is' bad per se. The
fact, of. course, is. that the pres-
énce ‘of "risk-taking money in a

particularly in a second and third-

“I'Particular Feference is ‘made to “Eco-
nomic. Progress,” a_tax study submitted

Schram:: col-

preparation - of - which. Mr.
laborated.

market contributes to its' liquid-
ity; -and the tangible evidetice ‘that | ¢
this’ liquidity has been impaired

gr_ade\ equity, and that you canrot:

by the New ‘York Stock-Exchange; in  the’

sell except at a ‘sharp ‘discount,

/ ,hould ‘that-prove necessaty, has
'l in itself been an-important-deter-'

rent to investment as well ‘as to
speculation. This leads me to- my
next and third point,

Adverse SEC Regulations

(3) Apart from and in addition
to the just mentioned impairment
of market liquidity, the general
attitude in Washington ' toward
profit, - speculation and risk-
taking has been a broadly de-
pressing sto¢k market factor since
1933—and thus an underlying ob-
stacle to equity financing, I re-
frain from . further elaboration
and mention it here only for the
purpose ‘of citing a“ few of. the
legislative, regulatory and ‘policy
impediments which were born
out: of this philosophy and which
in turn contributed further to
constrlcting the security mechan-
ism and the flow of equity  cap-
ital.

There is, for example,. Section
16(b) of the Securities and Ex-
change Act of 1934, which deals
with'  corporation officials and
controlling interests trading in
their own stock; while this section
has ‘some theoretical justification,
the practical effect has been to
deprive the market of the support
of such buyers in the case of un-
due declines, or -of sales 'in 'the
case of excessive advances, thus
dccentuating fluctuations to the
detriment of the security me-
chanism. It has also been a great
deterrent to listing securities of
companies on the Exchange. Con-
gress should be urged to eliminate
all the restrictions in this section
except the disclosure requirement
which if reported and released
promptly by the SEC should be
sufficient to prevent abuses.

Anotker section which might
receive attention is Section 11(d)
which bars the extension of credit
on'new issues forrone year, even
on unsolicited broKerage transac-
tions of firms who participated
in an original offering either as
dealer or- underwriter; as a re-
sult of this clause, many houses as
a ma_tter of policy decline to par-
ticipate in underwritings ‘of addi-
tional issues of listed stocks, lest
they . prejudice some of theu
brokerage clients at some later
date. .Provisions'such as this im-
pair. the smooth functioning of
the security mechanism—they ac-
complish no useful public purpose
and should be revised. I am glad
to record that a modification of
the structure of this section is
now under consideration by the
SEC.

Attention should also be given
to modifying Section 1022 of the
Internal Revenue Code, which
deals with the undue accumula-
tion of surplus “beyond the rea-
sonable need of business,” what-
ever that means. The very vague-
ness of this language and the un-
certainty as to how an individual
case may be treated at the hands
of a Keynesian-minded bureau-
crat makes it difficult, if not im-
possible, for a corporate treas-
urer, paztlcularly in the case of
smaller companies, to do any in-
telligent planning, "The same criti-
cism of official capriciousness may
be leveled at the Treasury regu-
lations governing deprematlon
charges—the depreciation method
chosen should be optional with
the corporation, not the Treasury
Department—nor wotld the Treas-
ury in the long run and consid-

ering the economy in the aggre-
gate, lose atiy revénte if this wére
done. Modification by -Congres-
sional mandate . of “Séctions 102
and of the depreciation regula-
tions ‘wotild ‘provide two addi-
tiohal sources of. capital without

any open market fmancmg

2.In !hls connection ‘reference 1s made
to the excellent statement entitled * Capl-

‘| tal Goods Industriés and . Tax ‘Reform”

ptesented ‘to the ‘House ‘Wavs ‘& ‘Means
Committee on Nov. 17,-1947, ‘by “Mr.
George Terborgh, Research Director of |

the ‘Machinery & Allied -Products - Instl-l

tute.

‘Wants Secunty Acts Amended

I refrain from adding to the list,
but do suggest that you will be
doing a constructive piece of work
if you urge your Congressman to
support- the amendments to the
Security -Acts when they ‘come
up at this session of Congress—:
the proposals represent years'of
careful study of the undesirable
effects of certain sFemfrc sections
of tbese laws by all the-elements
in the security business,

(4) Let me instead turn to an-
other. phase of the anti-equity
philosophy — namely, the easy
money ‘policy.” This is part anc
parcel of the Keyhnesian over-
saving ‘and under- consumptlon
theory which provided ‘the intel-
lectual rationalization for the
soak-the-rich tactics on the one
hand, .and for the: succession of
government budget deficits which
required éasy money on the other,
The governmental actions taken °
on the basis of the premises which
follow from these concepts—to
wit, that there was too little con-
sumptxon and too much savings,
were obviously unfavorable to
equities, because the tax and other *
measures taken to: implement thc ;
policy: when -examined economi- -
cally represented a redistribution :
of -income ‘ang assets at the ex- -
pense of existing equity ‘capital. -
“(5) ‘A joint product of the tax
structure and the easy ‘money pol-
icy has been the shift in the ¢har- "~
acter ‘of ‘savings.- Of the total, a
much larger proportion that was
true, for example, in the 20’s, now
flows into the market via institu-
tions such as savmgs banks and
the insurance companies which by - -
définition ‘as well as by law must.”

‘place these funds largely in shel-

tered securities. This is at the

expense of ‘the ‘amount availabke
%r equity investment. The fire

insurance . companies buy  some -
common stocks, but broadly speak- .
ing the growing proportlon of
funds. flowing -into. the insurance -
‘companies and the savings banks, *
through most of the thirties com=:

peted with each other to find an
outlet -in ‘priorities, in bonds, :
mortgages or preferred stocks,
Until -the war came and supplied :
an -endless amount of government °
paper, this put a premium on this »
type of security and was an im-
portant factor in supplementing
the easy money .policy which was
based on the erroneous assump= -
tion - that cheaper money would *
promote capital investment, Now
the shoe -is on the other foot, and
we are faced with the question
whether the present rates will
suffice to produce the capital re-
quired by industry even if we re-
duce taxes. It is true that the vol-
ume -of savings has been to a
considerable extent a matler of
prudent foresight rather than the .
rate of interest, but we now need
much larger savings. Whether an -
increase in the interest rate would
induce substantial additional sav-
ings, and if so how much of an
increase would be necessary, has .
been fully discussed by the fore-
going speakers, :

Price Level of Stocks Abnoermally
. Low

The net effect of all these fac- .
tors has been to produce a price .
ievel for stocks which 'is ab- .
normally low, as measured by any
of 'the historical yardsticks such
as the price earnings ratios, book .

value, net current assets, cash po-
sition. This historically Tow level -
of stock prices which has now
persisted over a number of years
has ‘produced results of its own
quite apart from all the other fac-
tors I have already mentioned. I
has of itself become a powerful
deterfrent to.equity financing and,
by -the 'same token -added to the”
alieady burdensome - volume . .of
financing that seeks to be done
by bank credit or the bond and
preferred -stock -markets.. When
any new financing is requiréd, a”
corporation or an individual own-.
er naturally shrinks from equity

financing once he realizes how -
little ‘he would get when in his.
(Continued on page 26)
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Causes of the Abnormal Capital Market -

(Continued from page 25)
own mind his equity is’® worth
very much more than the market
would pay. Hence, to raise capi-
tal, the individual: or corporation

. is virtually forced into  priority

financing, And now we have ar-

‘rived at a juncture: where the de-

mand for such priority' financing
is such that it is completely out
of line with interest rates being
paid in:the markets which might
be apFroprlate‘ to' the 'situation
were 1t not for thé fact that so
much financing that would nor-
mally be done by equity financing
now demands satisfaction via the
bond market. or bank credit.” For
15 years we have gone out of our
way to encourage debt financing,
while - at the. same: time ' doing
everything possible to" discourage
equity financing. The results are
exactly what .you: would expect.

‘The chart hére based on figures
compiled by the National Indus-
trial Conference Board3 - shows
graphically what has happened in
the new issue market.. The im-
provement in. the corporate bal-
ance sheet achieved in the twenties
was drained off in'the thirties and
now again. we are:in the process
of dissipating the war time accu-
mulations- of corporate capital
assets.4  We are moving:in a di-
rection where in many-individual
cases further additions to borrow-
ings, even if the funds are avail-
able in-the market; will become
both difficult: and dangerous be-
cause the equity cushion has worn
too thin;

Too Much Consumption, Too Little
: Savings

- We are now faced with the dual
penalty for our easy money pol-
icy on the one. hand and our
whole anti-equity policy on the
other. We are confronted with

‘the Keynesian problem in reverse

—we now have too much  con=
sumption and too -little ‘savings.
More particularly we have too lit-
tle savings of venture-capital in
relation to other types of saving.
Our inflationary agricultural and
fiscal policies have produced a
level of consumption which has
gotten out of line with our pro-
ductive capacities and in the face
‘thereof the rationalization for the
continuation of the short work
week and the featherbedding
problem is, of course, again-the
old under-consumption ' theory-—
higher wages--are: demanded ' fo
keep~pace with the higher prices
and they, labor insists, must come
out of the profits of industry—at
a time when these profits to-
gether with the savings of the so-
ciety, are already inadequate to
meet the enormous demand for
capital, ;

It is out of this set of forces

.plus the deliberate stiffening of

the short-term money rates in-
augurated in the spring of 1947
that the broad shift in bank in-
terest rates and market levels for
corporate -bonds and high grade
preferred stocks developed last
fall; This -shift simply reem-
phasized the dearth of equity

'money. One of the by-products

of ‘this shift in the bond market
rate structure as well as illus-
trating the pressure to do priority
financing has been the number of
cases of loans made to corpora-
tions directly by insurance com-
panies at rates slightly above the
high grade government bond mar-
ket, to finance which they have
sold long-term governments, which
in turn have been bought by the
Federal Reserve System as part
of its open market support pro-

.gram. Since nothing can be done

about the easy money policy, or

.rather since the powers that be

have decided to hold the long-
term government bond market,

“obviously the only other alterna-

3 See table, page 42, of the Economic
Almanac 1948 of the Conference Board,
based on figures compiled by the Com-
mercial & Financial Chronicle.

4 See monthly letter of National City
Bank for January=—page 10.
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tive to resolve the present dilem-
ma is to make the equity market

‘more ‘receptive,

Equity Markets Need
Revitalization

A statesmanlike policy, there-
fore, would look to steps to shift
the load from the bond and pre-
ferred stock market and take
neasures to revitalize the equity
markets to assume the burden, or
‘at. least. a part thereof. Actually,
this involves no more than to re-
store the stock market to its nor-

. mal’ functioning. As I have just

stated, from the standpoint of the
‘bond market, there is all the more
reason to do this as, in one sense,
there is no choice. If it is desired
to maintain- the present easy mon-
ey policy, which is anchored to a
long-term 2% % rate, it can only
be done, if the present pressures
to do bond financing rather. than
equity financing are ameliorated.
‘If this is not done, it is prob-
lematical whether all the financ-
ing that is pressing to be done
can be handled without putting
the money managers in an unten-
able = situation—that is to say,
where institutions in order to ac-
commodate the market’s financial
requirements, sell such large quan-
tities of governments to the Fed-
eral that the latter is pressed into
the position where it must ask
itself whether it is wise to con-
tinue to buy them at a 2%2% rate
or if it had not better back away
again to a 2% % or even 3% basis.
Now there are many forceful ar-
guments why this is just what
should - be done -and these argu-
ments have been made, -There are
no less cogent arguments against
it. Without stopping to examine
the theoretical pros and cons of
this controversy, it should be ob-
vious that from the Administra-
tion’s own point of view there is
every reason to support a policy
to revitalize the'equity distribu-
tion mechanism"if that will .ease
the strain of holding the long-
tem 2%s above par, Mr, Eccles
himself in his testimony of De-
cember 4 pointed out that it would
require vastly larger ‘support pur-
chases to hold a rate of 2.60 or
2.65 than a 2.45 rate for the money
managers would run the risk of
having to absorb the huge quan-
tity of E, F and G bonds at the
higher figures, not to mention the
tact.that some of the country banks
would, require additional capital
at ‘such’levels to offset losses on
their bond portfolios which would
in addition to other things create
unwelcome political = problems.
Finally, of course, there is the
large short-term debt-maturing
within the next year,

From the administration’s point
of view and the money managers’
there is really, therefore, no alter-
native. The decision has been
made to hold the long-term bond

‘market, which decision, as far as

the market was concerned; was
made. as far back as November 14,
when the peg bid first appeared.
The lowering of the beg prices on
December 24, which in the case
of - long-term 2%s amounted to
a mere 3 basic points—that is
from a yield of 2.45 to 2.48—does
not alter the situation from the
point of view of this discussion.
So far, however, nothing has
been ‘done to revitalize equity fi-
nancing, The Federal Reserve has
not even receded in such minor
matters as permitting switches in
restricted margin accounts, a ban
for which there is not even a
theoretical excuse. Even the plan-
ned economy of England permits
switching in the American mar-
ket in blocked accounts, This is,
of course, only a minor point but
symptomatic—obviously we will
have to go much further than that.
The Federal Reserve takes the
nosition,.and I think I am stating
it correctly, that it does not want
to. lower margin requirements

“ere because it is afraid the higher |.

level of stock market prices- will

encourage additional financing,
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the application of. which to new
construction would only add to
the ‘existing inflationary  pres-
sures,. A plausible case can be
made for this but it overloks the
fact that in so doing it. merely
further encourages the continued
financing . via - debt instead .of
equit.es, a process which is al-
ready creating pressures and prob-
lems; in any event a beginning
had better be made promptly—
even at the expense. of some in-
flationary ' pressures—though this
would be argued.because it will
take time to restore the equity
distributing - mechanism - to the
point where it will' be capable of
attract:ng some real savings from
the people. Considerable legisla-
tion will have to be reversed or
modified, The Treasury has con-
s'stently taken the position that
there shall be no tax reduction,
and that' after, our: foreign.com-
mitments have ‘been "taken' care
of, any surplés shall be applied
to tax reduction,. without any
thought whatsoever - of the re-
quirements of ‘our capital mar-
kets, which at this juncture are
paradox.cally much more impor-
tant to the economy than the re-
duction of debt.  Moreover, the
latter operation—paying - off .o0i
debt by applying the Treasury’s
cash surplus this quarter if not
handled very astutely by the mon-
ey managers may have very de-
leterious effects on the amount of
new money which the capital
markets will be able to produce
this year. The truth of the mat-
ter is that the equity market is
not a spiggot which can be turned
off and on at will. It will take
time and thought to restore it.

President’s Tax Proposéls
I might add here that the Pres-

‘ident’s latest tax proposals are

obviously the very antithesis of
what the situation requires when
examined from' the point of view
of the greatest ‘ultimate good to
the greatest number. We do not
need another temporary fillip to
mass - consumpticn at this time;
on the contrary, the $49 per capita
cost of Lving bonus" will only
aggravate our already existing
problems. What is needed despe-
rately is tax relief on the other
end of the scale—tax relief for
venture capital, for job producing
capital against the day when the
inflationary pressures have sub-
sided. This the President’s pro-
posal does not provide. Instead
he wants to step up corporate
taxes which will aga:n be at the
expense of the capital available
to the economy, forcing corpora-
tions to resort to more bank cred-
it to finance their needs; in-addi-
tion to raising their costs of doing
business and hence also making
for higher prices. As the New
York “Times” ‘put it editorially
last week; 'for‘ione -who is. sup-
posedly interésted:in curbing in-
flation, Mr./Trufifan‘has put forth
a thoroughly#‘4nflationary pro-
posal. The Presidént is now pro-
posing the very opposite of what
he was urging’two’ months ago;
he was on sounder' ground in his
message to the special session of
Congress in November when he
said: “Every dollar that is saved
instead of spent is a dollar fight-
‘ng against inflation.”

In view of the foregoing I think
you will agree that it is virtually
impossible to say how much new
equity money might be forthcom-
ing in 1948—the statistical data
is pretty elusive at best, nor could
it be otherwise when confidence
plays such a large role in deter-
mining whether a man whose
earnings/justify a commitment in
the stock market actually does so
directly or via an investment
trusts or whether he does some-
thing else with his money. It is
pretty clear, however, that'the

current generation of equity capi-

5$186 million of new money flowed
into the inyvestment trusis in 1947, of
which’ perhaps $120 million 'flowed into
the ktock market.
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tal is too low to absorb the amount
of equity financing that we ought
to be'doing at this level of busi-
ness in addition to providing for
the absorption of foreign selling,
estate’ liquidation ‘and other sim-
ilar normal withdrawals from the
stock market. The real question
for the moment, therefore, is
whether and to. what extent now
idle funds can be drawn into the
market. There are $13 billion of
governments in the hands of cor-
porations other than financial in-
stitutions, and $66 billion in the
hands of individuals including $52
billion of savings bonds, of which
$31 billion are Series “E.” Idle
bank deposits which are potential
investment money may be rough-
ly estimated at at least $20 bil-

lion, To induce some of these
funds to move into- the equity
market will require a basic change
in philosophy—we can -all .con-"
tribute individually and construc-
tively -to bring such a change.
about.

Bus:ness after all has the great-
est stake of the whole community
to continued prosperity; it is not
callous to rising prices, unemploy-
ment, inflation or the evidences
of distortion in the economy—
rather, the reverse is the case—
it is deeply concerned with these
problems, I submit that a basic
approach to the elimination of
these dangers lies in taking steps
to promote an adequate flow of
capital—particularly venture cap-
ital, .

‘Europe’s Hope of Recov"ery‘ \

(Continued from page 12)

and with food, materials and
equipment sufficient at least to
help meet the critical shortages of
the rest of the world. To the ap-
peals from Europe and elsewhere
the - United ' States has already
made = extremely . generous re-
sponses—through UNRRA, through
post-UNRRA  assistance, through
surplus property and lend-lease
credits, through the recently en-
acted Interim Aid law and other
measures.

Now United States representa-
tives have announced America’s

disposition to make still' further|

response . through - the European
Recovery Program, and the great
debate on that program is under
way.

The ' European Recovery Pro-
gram deserves a great debate, Tt
is the most ambitious plan of re-
organization ever recorded in his-
tory. Upon its success or failure
many heavy issues depend.

Much of the debate may be cast
in terms of power politics, much
in terms of humanitarian consid-
erations. These are relevant and
important factors, But neither
politically, nor in the long run
from a humanitarian’ viewpoint,
will United States assistance be
effective unless it is economically
successful, unless it enables Eu-
rope so to reorganize its economy
that it will become self-support-
ing at a decent standard of living
within a reasonable period of
time.

In my judgment, such a'reor-
ganization is feasible if the United
States, and particularly the Eu-
ropean participating countries, act
with the boldness, the imagination
and the vigor which the situation
demands.

There are few reorganizations
in which it is possible to guar-
antee success, but reasonable pros-
pects of success should always be
the basis of any plan. And success
usually does follow from a com-
bination of good assets, a sensible
program,  good management and
sufficient new money. All of these
essential elements are, I believe,
either present or can be provided
in connection with the proposed
reorganization of Europe.

Let us look first at the assets
to be dealt with.

Europe Not Moribund

It is usual to think- of Europe
as moribund or hopelessly weak,
But the facts belie that miscon-
ception. What we are dealing with
is an area containing some 270,-
000,000 people, highly skilled,
with a heritage of education un-
paralleled in the world and with
a technical produetive know-how
surpassed, if at all, only in the
United ‘States. - These 270,000,000
people are possessed of incalcu-
lably valuable assets in their tra-
ditions of personal freedom, par-
liamentary government, arich cul-
ture and other great intangibles
by which all progress from the
jungle is marked. They are pos-
sessed, too, of material assets of
such value as to compare most
favorably ‘with the productive po-
tential of the United States itself.
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While we may concede that none
of the European countries, includ-
ing Great Britain, has the strength
to play the role of world leader-
cship which many- of them played
at one time or another in the past,
collectively their assets add up to -
what is still one of the two most
productive areas on earth. Indeed,
the main reason to support an aid
program for Europe lies not in
Europe’s weakness but in her in-
herent strength.

Before the war, Marshall Plan
Europe. produced considerably
more coal than t