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- And Reform

_ Zot < i.-By FRED H..KLOPSTOCK:. .

{ /= Economist, Federal Reéserve Bank of New' Xork i
i Federal: Reserve - official: warns ‘AHied - Controls  Council’s inability
to agree on”carrency reform would accentuate sphit ‘of Germany,
Cites ‘alarming progress-of monetary disintegration; and ‘spread of

| black and. gray. markets.  Denying financial rehabilitation. wholly | -
| depends: on reduction of meney’ '
revival through increased industrial -production. and -settlement of -

‘huge wnpaid claims on futnuGeman ‘Government. -

Disintegration
ossibili

g

supply;: Mr.: Klopstock calls: for :

ety e e

i "How to bring down Germany’s bvér-a'bhnaaht "mb‘i’i'éy su‘p'ply: to ‘al
reasonable level is an issue that has now been ‘discussed in, great de=
tail for .more than. two years. 'In ‘recent:months ‘the:.discussion

grams have
been sub-
mitted to pub-
lic debate;.in
fact, almost
every German
w h 0. amounts
to anything in
economics, fi-
nance or
banking, if he
‘has not come
out with his
ow n scheme,
hasatleast
made speeches
and com-
v i mented in
articles on what should be done
with the money surfeit. The mat-
. ter was' threshed out at great
length in numerous meetings of a
‘sub-committee of the Alied
Council when.the United States-

Fred H, Klopstock
o

. See PICTORIAL INSERT for
- pietures taken at 24th Annual
. Mid-Winter Dinner of the In-
- vestment Traders Association
of Philadelphia.

. Havama
Lithographing Go.
HirscH & Co.

Members New York Stock Ezchange

has reached ‘a new: crescendo, . in'.Germany. Numerous’ monetary-

.reform pro-%——-

sponsored :reform program:came.

-up - for. discussion, but‘ no agree-:
ment was reached. During the last.| °
few . months,  General..Clay has

made another effort to arrive .at
an - understanding - 'with - Soviet
Russia’s representatives- in the
Control Council. It is now re-
ported that . the four occupation
powers have reached an agree-
‘ment on the general principles of
a.currency reform for the whole
of Germany, and that a zonal solu-

‘ion of the problem has.at least

temporarily been averted.

. It is clear that inability of the
Allied Control Council to agree on
mutually executed reform meas-

ures would be another step toward | - -

a split of Germany into two
halves. The uniform currency now
existing in Germany is one of the
few connective links between
West and East. If this link should
be abandened, zonal boundaries
would - be consolidated, and the
East and West would have to con-

sider each: other as foreign coun- | -

(Continued. on page 33)

" The statements contained in this| -

article' -represent -the' personal
opinions: of the writer and- do-not
necessarily reflect the views of the

institution: with' which he is con- |’

nected—Editor. :

“R. H. Johnson & Co.
s Esiqblu‘heldrlqz? Ry
| :‘ INVESTMENT SECURITIES X

64 Wall Street, New York 5

BOSTON . PHILADELPHIA

- ... By CLIFFORD S. YOUNG*" J
e e UL T 7T L President; Federal Reserve Bank ‘of.Chicago = - -
{ Asserting- both’ reckless -bidding-up- of ‘prices' and unwarranted drastic price cuts. are

| ous; Reserve Bank execntive:sces hope of avoiding busness sethack by gradual ad ustment to normal:

--conditions; - Lays new - upsurge in inflation to heavily. expanding private credits and. to. high consumer . -
- spending, and points: out, despite record profits,- financial -position. of- businesses: has  not been strength-
..ened. .'Advocates . judicious restraint in’ business expansion. until “inflationary- turning -

#

w8 g e, B EY coe e o0 reachedii 500
.- - Price and-financial/developments in this: country: and
caused all of us to reappraise future banking-and’ business prospects.:-T.
commodity prices together with its depressing effect upon security-pric

¢ preted “widely.
as.. confirma-

EDITORIAL s 117 8 b e i
A Time for Stock Taking

.. .The enslavement of Czechoslovakia, this timé by one of
our- co-defenders of “democracy,” is.- certainly .no less de-
plorable and damnable than the similar action taken by
Hitler in 1938. Stalin’s “suggestion” 'to- Finland will doubt-.
less be followed by developments which must be placed in|
the sameicategory. No one ir: his right senses in this country,
or we should ‘suppose. in any: othzr not blinded by some

strange devotion to the Russian monster, could for a mo-
ment excuse or condone such things as these.

Yet he who finds much' in them to surprise him --
must be a naive soul. It has been plain as a pikestaff
for a long while that Russia intended not only to restore
her old pre-World War I borders, but to proceed as
circumstances permitted to realize: the ambitions long
nursed by the Czars in the hey-day of their power and
prestige. For our part, we have no doubt that once such
goals as these are reached, more will be conceived and
definite action taken to move toward them as oppor-
tunity offers-itself. It is the way of world politics, and
- always has been, . :

If techniques of conquest . and impérialism have .been

" | of the under--:
lying  pessi-
mism which"

ized much -
business:
thinking dur-.
ing the past. -
year and -a-
half. A wave
of fear has .
develoved in -
some quarters
that the long-
heralded
“postwar re- -
| cession™ is here

. No one has

forecasting the

like to consider

(Continued

Bank Auditors-
Conference, Chi
1948,

abroad in recent:weeks have
he: sharp break:in . "
“ate b

" | tion “at-last”, -

has character-_ "

tainly it is not in my province to
attempt to do so. -Rather, I should

some of the implications of re-
cent inflationary trends for the

*An address by Mr. Young at

pont-has-been~ ;.

being: inter- -

C.s. Yqunz e

‘o'r at hand. -
yet . discovered . a

continually: .accurate . means' of

‘future, and cer-
with- you briefly

on page 28)

and Comptrollers
cago, IlL, Feb. 19,

somewhat modified by the present day Russian authorities,
that is but a detail If at any time in the past it had appeared

(Continued’ on page 30)
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Distributors of Municipal
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OTIS & CO.
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Established 1899
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of INDIA, LIMITED

Bankers to the Government in

Service
Kenya Colony and Uganda

Head Office:. 26, Bishopagate, | for Banks, Brokers
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HARDY & Co.
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Members New York Stock Ezchange
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National Railways
of Mexico
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New York Hanseatic

Corporation

120 Broadway, New York 5
BArclay 7-5660 Teletype NY 1-587

Longchamps, Inc.

|
{

5 Mc DONNELL & (o.

1 [ Bought—Sold—Quoted

Members
New York Stock Exchange
New York Curb Exchange
120 BROADWAY, NEW YORK 6
Tel, REctor 2-7815

|

The International Bank
For Reconstruction
and Development

2Y,9 due 7/15/57
3% due 7/15/72

WM. E. POLLOCK & CO., INC.

20 Pine Street, New York 5, N. Y.
! HAnover 2-8244 ,  Teletype NY 1-2846

Qcetual Market 5 Gn

Aetna Standard Engineering
American Time Corp,
Artcraft Manufacturing
Baltimore Porcelain Steel
Bates Manufacturing
Boston & Maine R.R.
Clyde Porcelain Steel
Electric Bd, & Share Stubs
General Aniline & Film “A”
Hood Chemical
International Defrola

Kirby Lumber.
Newmarket Manufacturing
Northern New England
Punta Alegre Sugar
Taylor Wharton Iron & Steel
Pacific Telecoin
Time, Inc.

Title Guaranty & Trust
United Artists Theatre
United Piece Dye Works
U. S, Finishing com. & pfd.
Taca Airways
Merchants Distilling
Telecoin Corp.
Warner & Swasey

1 %Teenem&ompcm\\
Members N. ¥. Security Dealers Assn,

il 37 WallSt,N.Y.5  Hanover 2-4850
Bell Teletypes—NY 1-1126 & 1127

: ! Established 1856

Members
New York Stock Exchange
New  York Curb Exchange
New York Cotton Exchange *
Commodity Exchange, Inc.
Chicago Board of Trade
New Orleans Cotton Exchange
And other Exchanges

N. Y. Cotton Exchange Bldg.
NEW YORK 4, N. Y.

CHICAGO DETROIT PITTSBURGH |
GENEVA, SWITZERLAND

| H. Hentz & Co. !

1930s the
showing was a
rather sorry

the closing
months of that
decade, under
the impetus
of war’s out-
break, the in-

off into an-
other spiral
of rapidly as-
cending pro-
duction and
Alfred S. Rudd profits. Dur-
the period of
this ‘country’s involvement in the
war, steel production forged
ahead to a further succession of
new peaks but the . industry’s
profits gradually faded under the
impact of excess profit taxation,

steadily rising costs. Then, when

By ALFRED S. RUDD*

Steel Analyst, Shields & Company
) Members of the New York Stock Exchange . .

Mr. Rudd reviews progress of steel industry in recent years, together with immediate, as well as long-
range, outlook. Sees no slackening in demand pressure at the mill level, and estimates probable in-
crease in wages of steel workers at from 10 to 15 cents an hour, accompanied by advance in steel prices.
Predicts percentage profit margin in 1948 will be b:low 1947, and thereafter, because of higher break-
even points, total profit rates may be lower. Does not look for serious d=cline in demand for steel, but
concludes peak in steel company profits has been reached and stecl stock prices, on comparati e bam,

are not out of {ine.

The Outlook for the Steel Industry

As the topic today is “The Economic Cutlook for the Steel Industry,” I wrll not bore
you with a multitude of statistics reviewing the industry’s rather hectic past.
suffice to say that up to the 1930’s, the industry was consistently profitable.

It will
During the

one but in-

dustry went!

substantial’

price controls, renegotiation, and:

peace finally came, the industry
found itself unable to operate
normally, for a time, because of

the onset of labor troubles and

the continuation of price controls

luntil the latter jpart of 1946. It

was not until thé ending of price
controls late in 1946 that steel
makers received their first real
opportunity to demonstrate their
earnings capabilities under full
peacetime productron, and ‘the
record: of ‘the ensuing year 11947
is quite. startling. .

That year, was, of course, the
first full year of virtually unin-
terrupted - peacetime production.

It found production totaling up-.

wards of 85,000,000 net tons of
ingots, equal to approximately

93% of capacity. That production {

was approximately 27%  larger
than the output in the previous
year 1946, a similar amount larger
than 1940, which constituted the
previous pacetime record, and was

about 50% over 1937, and some
34% above 1929.

The profits of the industry werz
equally interesting. Judged off
the combined results of 14 major
companies, which make up close.
to "90% . of -the ‘trade’s capacity,
profits in 1947 were approxi-
mately 50% ‘above 1946, and a
like amount over 1940. They were
up 80%
iequal to 1929. As a matter of fact,
Jif we exclude U.'S. Steel from the
‘compilation; we find a substantial
gain in 1947 over 1929. U. S. Steel

was | the “only . major . producer |

+ (Continued on page- 34)

#Special - -stenographic report.
prepared for the ‘“Chronicle,” of
an address by Mr. Rudd before
the . Association . of ~ Customers’
‘Brokers, New York City, Feb. 26,

,1948.

with the pub-
lic. close to
$16 billion
par value of
railroad secu-
rities. This
total is made
up of roughly
$7 billion of
non. - equip-
ment debt,
some $600

{million of

equ.ip -
ment debt,

| and $8 billion

of stocks. Most
of these secu-
rities are
traded in 'on the New York Stock
Exchange.

Unfortunately, it is almost axio-
matic that any one connected
with the financial community fer

Herbert F. Wyeth

*A lecture by Mr, Wyeth at the

City, Feb, 26, 1948.

Noranda Mines
Brown Co.

. Minn. & Ont. Paper
Placer Development

Canadian Securities
Department -

115 BROADWAY °

mzed for FRASER

sf| Oiistad. oFg L.

Telephone BArclay 7-0100

By HERBERT F. WYETH*

Factors in Railroad Security Analysis

Rallroa,d Analyst Shields & Co., Members’. New Yeork Stock Exchange

Mr. Wyeth contendmg railroad mdustry is not decadent, but on contrary, one of most consistently prof-

itable businesses, reviews lmprowment in-its general investment status through debt reduction and

ameortization, - Holds railroads can successfuﬂy compete with other transportation facilities, and higher

wages can be largely offset by labor saving improvements. Sees more liberal attitude toward establish-

ment of fair rail rates, and urges study of individial railroads rather than the general industry in
. making investments in railroad securities.

I am honored to have been asked again this year to address you on one of our coun-
try’s major industries, and one of our largest and most troublesome investment fields.
The magnitude of this problem is obvious when it is considered that there are outstanding

Small Investors Forum of .the|
1| Columbia University Institute -of
1| Arts and Sciences, New York

as long as one year, be he an
economist or a freshman -cus-
tomer’s broker, becomes an expert
on railroad securities. This is
probably the main reason for the
mass of .misinformation that cir-
culates about railroad operations,
prospects, and securities. This is
also responsible for much of the

grief ‘that has accompanied in-|
1 vestment or speculation in rail-

road securities, aiid for the highly
volatile nature of even the best
railroad securmes

In many quarters the railroad
industry has come to be coensid-
ered a decadent one, able to re-
port profits only under conditions
of unusual general prosperity, Ac-
tually, from the point of view
of operating results it has been
one of our most consistently prof-
itable enterprises. The industry
as a whole-has not in any year
ever failed to report an operating
profit. This is in marked contrast
to most of our other major indus-
tries. which, nevertheless, enjoy

far greater investment confidence:

We Maintain Active Markets in U. S. FUNDS for

United Kingdom 49, 90

Rhodesian Selection

Gaumont-British
Scophony, Ltd.

British Securities
Department

GoopBODY & Co.

Members N. Y. Stock Exchange and Other Principal Exchanges

NEW YORK 6, N. Y.
-~ Teletvoe NY 1.672

In its poorest depression: year—
1938—the railroads as a group re-
ported net operating income -of

-roundly $375 million, with more

than * $500 - million available for
charges. As a matter of fact, very

few individual roads have in any |

year reported operating deficits.
One reason why railroads and
railroad securities are eyed with
suspicion by .many potential in-
vestors, and suffer psychological-
ly in relation  to industrial com-
panies, is that the weak sisters are
rarely, if ever, eliminated. If an
industrial corporation consistently
loses money it just eventually
goes out of business. People for-
get about it. This is not true of'a
railroad. Railroad operations may
not: be. abandoned without per-
mission .of the Interstate .Com-
merce Commission, and there are
wvery few. cases on record where
such - authority has -been  forth-
coming.. An .unprofitable railroad
just contmues to pile up deficits
year after year, a constant re-

" (Continued on page 12)
ACTIVE MARKET‘ —————f

Soya Corp

| " Great Amer. Indus.
U. S. Radiator, Pfd.

SIEGEL & CO.

S9 Broadway, N. Y. 6 . DIghy 4-2370'
Teletype NY 1-1942

over 1937, and about |

Alabama &
Louisiana Securities

Bought—Sold—Quoted

STEINER, ROUSE & Co.

Members New York Stock Ezchange

25 Broad St., New York 4, N. Y.
HAnover 2-0700 -  NY 1-1557

New Orleans, La.-Birmingham, Ala.
. Direct wires to our branch offices

Mar-Tex Realiz,
Oils & Industries, Com. & Pfd.
Elk Horn Coal, Com. & Pfd.
Federal Coal 5’s, w.s.

| Mitchell & Company

‘Mempbers Baltimore Stock Exchange
<120 Broadway, N. Y. 5
© ' WOrth 4-3113
Bell Teletype NY 1-1227 -

‘Central States Elec.(Va.)

Common

‘Detroit Int’l Bridge
‘Aspinook Corp.
Loft Candy

| Frank C.,Mastersoa & Co.

Established 1923
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64 WALL ST, © 'NEW YORK &

Teletype NY 1-1140 HAnover 2-8470

Curb and Unlistéd

Securities

Joseph McManus & Co.

Members New York Curb Exchange
Chicago Stock Exchange

- 39 Broadway New York 6
Digby 4-3122 Teletype NY 1-1610

Texas Eastern
Transmission
. Prosp;ctus on Requ;st

.
Troster, Currie& Summers
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New York Security Dealers Ass'n
Teletype—NY 1-376-377-378 ‘

Empire State Oil
Utah- Southern 011
Eqmty 0il
°

JAMES M. TOOLAN & CO.
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The Stock Market mi*"'

1925 and Toda

‘By 'SCHROEDER BOULTON

‘Masket ‘analyst assefts present price-earninigs tatios, ‘lower 'than
in 1925, 's'milarly reflect widespread unwirranted expectahons'
*of s Imes ‘towrdrd "pre-war commod‘(y priczs, produchon, and .

profits. Conclidas al hough busriéss ‘downturn is certain, stock
‘markel neverthaless -is “leavily spotted with ‘bargains.”

Ninéteen twenty-five was one ‘of ‘the. peak business ‘years fol-

‘or /
‘myents, and skepﬁxcally to favor-

~|'the” rate “of ‘exchange, femittancés for. for.|-Yield’

Newbuirger, Loeb & Co.|

lowing ‘World War 1. It also was

‘almost the last ‘year ‘of the 20°s in

‘which -common -stocks sold at low ‘price-edrnings Tatios to Teturn

High vyields, reflecting widespread
return ‘to-

apprehension that buslneSS would

ward the pre-
World War 1
levels of pro-
detion,
‘prices, 'profits
and divi-
‘dends, W-ith
progress ‘of

‘velopment of -
‘minoy -reces- ;

Ferd Kramer Recites Recent (‘!hanges 1n'the Mortgage Market 9 || 'sidns 'w hi'ch
1 s

did 'not {prog-

‘the

g Sehroeder "Boulton

‘factor
changed. In 1927, the Ford shut-

¢ :| down -year. of minor recessxon

w hen .aggregate manuiacturin
‘profits were40% below those

1925, 'stock prices. were a good-

[ |'dedl . higher, the Dow-Jones ir-

dustrials ranging between 153 and
‘202 “gs ¢ompdred w1th ‘a 115-159

;- |'range in-1025. By late '19217, skept-
|ticirm ‘had been’ supplanted by

Jgeneral ‘optimism; ‘and 'tve final
{wo years of financial boom ‘Bore
‘onilly: a - tentious  telatiorshin to
Chaﬂges within buginess ‘itself..

- THe 7 'years 1946-48. 1esemble
'1925 in’presénee’ of widespreali.
expectations ‘of - declines ‘toward
‘brewar ‘levels i1 ‘commodity
priices, industrial -production,
and dividénds. Prlce-
searhings ‘rdliss have ‘been -even,|

"|'lower ‘than in '1925. ‘ard yields,

higher, ¢iréumistances not unna-
tural “in . view ‘6f “world -pdliticdl
tensions, and the ‘téchnichl bbsta-

'clés’offered by ‘increased ‘persondl,
‘income ‘taxes ‘and ‘by ‘stock ‘mar-

ket “credit restmdtmns Also, ‘the
‘intellectual and'émotional chmate;

‘[of our times is ‘tinfavorable, with.

‘investors 'reacting warily to ‘real
4imagined advérse developr-,

able developments Unllike ‘the:|

To120%, ‘in the ‘present ‘period ‘dcute

.|'e¢conomies. i
have ‘90% fewér financial ‘leaders'|
‘Ithan in ‘the -20's, we ‘have at least
1900% miore ec0nomists

Iranything, dnd alimittinig the ‘many,

cpplehensmns ‘have ‘been stimu-
lated alike by Washington politi-
cal quarters by radio commenta-

|'tors, ¢ ‘as well-as ‘by ‘a 'host of ex-

perts in ‘the dismal scierice of
‘Although <ve may

'Comparistis With ‘the Othér
; ‘Sképtical Pericd i

“Withotit. aftémpting “‘to *prove’

ron-comparable faitors, it may’ be’

! intefesting io coinpare’ this 'period:
‘|'with ‘that "other skeptical postwar|
1925, ‘to see whether 'we ‘are,|
Ibétter «0ff - or worse ‘off ‘in - ‘finan- |

‘| year,

‘cial -stréngth <and “in ‘ecoriomie,
‘'welfare. A few ‘Brief cotriparisons’
f 'ure $Hown in ‘the following 'table.,

rate .profits for 194’7 are esti-
‘tmated -at* apprommately $17, 800-

ihcome of mdivxduals

'000 per an:
an ‘adjusted -estimate ‘of ‘about
for a 25% ‘increase ‘in populatlon
ind -a 329% increage ‘in }ivmg‘

in 1925,
“Certain bankmg figures
equally impressive.

mately ;$142,000,000,000 as -com-

reflected monetization of -the in-
crease in Federal debt; bank loans
of .all Federal Reserve -member’

+(Continued on - page 31)

A FEW ECONOIVfIC COMPARISON‘S o B

I.ndu,trml Production (F.R.B.)comnomnis ‘_-__.______L 3

I*v%gnie 'Factors—

"Populdtion
Digposable Thcomic of - Intividuals ' (Net 1a1

Di=pasable Incomc Per Capita (unnual)

‘| Living Cost ‘Indéx ‘(B.LS.) .o
i |'Real Income Per Canlta._.__.
“| Net= Corpordte "Profits.s . _____~_

Financial Factors—

"Money ‘in ‘Citculation

'Net ‘Demand "and Bavings anosns—All I Baiks:

| Life.Insurance inr-Force

Loans—aAll Fedéral Reserve Membe .
Etock Market Margin ‘Requirements

-—1925——9—

115,000, 000 . 144,600, O(‘O

ter t'lxrs) $73 700, 000, l‘)OO $162,00¢,000,000
. 864

$1,306' |
165.0. |

125, 4

57!

Seipn,, s ,5511 . $792)
. $6,000,660,000 -$17,800,000,000 f
$49,20,000,000 $141700,000,000 |

$4,960, 000 000 328 900,000.000
-, 8715 500‘(‘00 000 $1174,500,000,000
$22,000,000,000 ' "$20,700,000,000

20-25% % |

Value of Stock Which May Be Purchased th Initmlv

- 710,000 'Equity .-
Brokers' - Loans-
Number “of Listed ‘Bh

Turhovér of Listed “Shares_

Dow-Jones Industrial Stocks, Price Range.
Dow-Jones ‘Industrial Stocks,-Earnings_:
Dow-Jones. Industrial- Stocks, Dwmends
Price’Eaxmngs Ratio

$40,000-$50,000
* $3,500,000,000
503,200,000
459,700,000
115.0-159.4

$13,300

1,907, 000 000
253, 600 000

" 9.9 times

Average Yields, Al+ Bondss.__
CnIl “Money -Rates

5.5%
2.9

HESHMA O - s Sy e e
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The 'index  of 'phiysical -inditstrial |
production &t ‘192 -is ‘mo¥e ‘than'|
‘twice the 90 rate-of '1925. Despite |
‘highér 'incoiie ‘taxes 'net cdrpo-'

000 000 as ‘compared “with - “about |
6,000,000,000, in ‘1925, Disposable |
after ‘de-|
ducting applicdble ‘incoitte , taxes; |
“is ‘at'a rate of ‘about’'$188/000:000,- |
({{lm ‘as compared: with |

*$74;000,000 000 for 1925. Alldwmg :
costs, real -income per. ,capita is'|_~__
“approximately 55% higher fhan,
are [
‘Deposits “of |
all banks (ehmmatmg inter-bank. |
‘deposits) now amount. to approxi- |

pared with $49,000,000,000 in 1925. |
Growth 'in depos:ts Iargely has |,

banks 'have increased - only from :

-—“rLdleét- it
192 i
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Industrial Application of Nuclear Energy

By LYLE B. BORST*

Chairman, Nuclear Reactor Project, Brookhaven National Laboratory

Dr. Borst describes progress in utilization of nuclzar energy and efforts to apply it to.induslrial pur-

poses. Says mo “open sesame” has yet been learned, and in foreseeable future electrical power .Wlll

~ be generated by conventional heat engine. Points o1t availability of ox?ly a meager amount of uranium

having efficient quality for transmission of nuclear emergy and pred.cts,. because Qf our large c.oal‘

resources, use of atomic power may not become as economically sound in U. S. as in other countries. -
Sees difficulties arising from security regulations of Atomic Energy Act.

The industrial applications of atomic energy will be legion—but will certainly not
e immediate. This joint statement of faith and reservation is the common feeling of
-nost of the pecple directly associated with atomic energy development. We have faith

it.at ‘the year

1942—-the year

of the first

chain reaction

— marks the

beginning of

the atomic

age. An age

whichwill

.be character-

ized by fur-

ther triumph

of man over

- his environ-

- ment—his

* physical and

biological en;.

; vironmen

Lyle B. Borst and. perhaps,

even his social environment, Pro-

found changes will come, but they

are not “just around the corner,”

for we face new problems requir-

ing time, ideas, manpower and
money to solve.

Some of the problems involved
for instance in the development
of an atomic powered automobile
do not differ individually from
those arising in many industries.
1 do believe that the number of
obstacles between our present
state ' of knowledge and your
atomic :powered ' Ford exceeds,
both in variety and complexity,
the problems facing the inventors
of the internal combustion engine.
In fact, it‘is doubtful whether the

« difficulties can ever be overcome
i in this particular application, for
we just-don’t know how- to-build
a safe engine weighing less-than
‘about 20 ‘tons, . . !
‘Before predicting the . future,
however, Tet us take stock of the
.~ present, The development .of
“atomic -energy up ‘to ‘the: present
has cost .about $2% billion—not
an_inconsiderable sum even :as
:industries go. “Most of this money
ihas.~been; expended . through in-
-dustrial .confracts, At-the present
“time Genera) Electric Co., Carbide
& Carbon Chemicals Corp., Mon-
santo Chemical Co, The Kellex
Corp., Standard Oil Development
.Co. of New Jersey, and 2 to 300
:other-industrial concerns hold con-
“tracts ‘with. the Atomic ' Energy
' Commissjon, ‘The variety of prod-
ucts produced varies from Geiger
‘counters, electronic circuits and
tubes, snecial steels and non-fer-
‘rous ‘alloys, ‘graphite . and lubri-
cants to U-235, Pu-239 -and an
assortment of 100-odd isotopes,
‘both radioactive ‘and ‘stable. At

the present time we have a far-
flung established and going in-
dustry.

This is a government-controlled
industry, to achieve the policy es-

.~ *An address by Dr. Borst befcre
i the American Society of Mechani-
:cal Engineers, New Orleans, La.,
-March 1,.1948,. . ST

iablished by act of Congress: “. . .
it is hereby declarei to be the
policy of the people of the United
States that, subject at all times to
the paramount objectives of as-
suring the common defense and
security, the development and
utilization :of atomic energy shall,
so far as practicable, be directed
loward improving the public wel-
fare, increasing the standard of
living, strengthening free compe-
tition< in private -enterprise, a_nd
oromoting world peace.” This in-
dustry has the advantage and per-
haps a few. of the disadvantages
of government control.

This industry must always be
faced with the difficult distinc-

tion between -“dangerous” activi-

ties, i.e. those leading to the bomb,
and beneficial uses, I am sure
that most of us will agree that
under the present international
circumstances information associ-
ated with the bomb is not appro-
priate material for public discus-
sion. I am sure we would also
agree that information not asso-
ciated with military applications
must necessarily be  freely d's-
cussed. . You who bave so gra-
ciously contributed - the $2%% bil-
lion have every right to know
what you are getting for your
money. It is important that you
know what we are doing and that
you . approve of our plans. We
regret that in many cases we can-
not discuss. completely. and can-

.didly all the aspects of all the in-
|'teresting. problems in wh.ch- we

are-engaged. “There is nothing {I
would enjoy -more than to discuss
the .work.in which T am engaged,
the design and construction of the
Brookhaven Nuclear Reactor. The
problems we ‘have encountered in
building .this peacetime unit are
justthose met in building a plu-

tonium production pile. It is an

unfortunate fact of nature that
the dividing line between’ benefi-
cial and ‘military “application is
neither straight nor clear. I'hope
you will pardon me if my discus-
sion of the future atomic power
industry 'seems incomplete.

. The development of. atomic
power is one of the most direct
and foreseeable future industries,
It has been common knowledge
that atomic nuclei were- potential
sources of energy, and it was es-
tablished before the discovery of
fission, that the source of tte
energy of the sun. was such a
nuelear source.

*-In 1948, less than ten years since
the discovery of fission, we have
installations making heat at the
rate-of many thousands of kilo-
watts.. Unfortunately the heat is
generated at such a low-tempera-

ture that efficient generation of

electricity. is not possible. How

4i BROAD STREET

. -...Arge Oil

Electrol,
Foundation Co.

DuMont Laboratories
. Graham Paige 4s, 1956 ‘
Bought—Sold—Quoted .
) [ ] 5 ’ .

Seligman, Lubetkin & Co.

- .INCORPORATED

Ine.

New York 4, N. Y.

many more years will elapse be-
fore we can generate electrical
power from this heat? We are
studying the feasibility of power

 reactor, If feasible we would hope
to demonstrate rpower generation
at Brookhaven ' within the next
two years. Our reactor is designed
for research' and not as a power
plant so that our.power will def-

pacity of this system will not be
sufficient to operate the reactor at
its full level, -but -will ' probably
permit ‘operation- at a reduced
level. However, this initial dem-~
orstration will not inaugurate the
era of atomic power by any
means, It will be-another 10 to 20
years before atomic energy can
compete favorably with coal as a
source of industrial power. Let
us remember that it has taken
more than a century to make the
energy conversion from coal 25%
efficient. ) - -3
We have looked long and hard
for a trick method of getting elec-
trical energy directly from-.the
chain reaction. We would greatly
enjoy . building -a chain reactor
with two wires leading out to
carry away tre energy at a mod-
-#st voltage of a million or so volts.
There ought to'be a way ‘of using
this energy directly. -We cah get
some electricity from a. reactor
directly — in fact, ‘we normally
control it by this means. . We can
even dream up a system by which
we-can achieve ‘a reasonable ef-
ficieney. The only trouble is that
such a system'will not support ia
chain reaction. : !
So ~far -we ~have learned no
“open .sesame.” - We -acknowledge
generally- that " electrical -power,
for the foreseeable future, will be
.generated by -means- of the ¢on-
ventional ‘heat -engine.. -Such an
engine must - necessarily ¢+ work
from .3 high temperature source.
Here 'is ,one -present. difficulty.
Using ‘available ‘materials satis-
factory from a nuclear point of
view, it has not. been possible to
operate reactors at appropriate
temperatures. - It is ‘one of the
ironies of nature that common
engineering materials, such as
ferrous metals and most non-fer-
rous metals, absorb neutrons and
may not be wused inside thermal
neutron reactors. Those which do
not absorb neutrons lack mechan-

ical strength and undergo exces-
sive. corrosion at the necessary
temperatures. The few excep-
tional materials having all of
these qualities are excessively ex-
pensive. ;. ool
Studies directed toward over-
coming these difficulties are now
(Continued on page 32)
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generation from our Brookhaven

initely be a by-product. ‘The ca-| &%

Kver
that tateful
plunge, which
was set off by
no particular
news event or
special warn-
ing, the mar-
ket has appar-
ently been
aimlessly
milling around
—staying
within a range
of approxi-
mately 27
Dow.Jones
points. for . a
i period of
about 18 months. To the inexperi-
enced observer this action, diverg-
ing as it has from.all fundamental
statistics, seems meaningless. How
can it be that a market which
sold at 200-210 on the Dow Jones
average when' stocks comprising
that average were earning $13.80
per -share now sells at 160-170
when these same stocks earn $17.40
per -share? How can it be that
stocks sell in a high range with
two years still to go of an admin-
istration traditionally unfavorable
to business and 50 points lower
when a change in that administra-
tion is probable in a matter of
months? . Can it be bearish for
farm commodities, to rise. and
equally bearish for them to fall?
Can the bearish prognostications
which were first ‘made as long
ago as 1945 and which have proven
as yet unfounded be extended in-
definitely? - How, long can the
American public, constitutionally
optimistic,  be ‘hornswoggled" into
accepting bearish. prediction after
bearish prediction—none of which
has even partially materialized?
Does the  stock market operate
in-a_ complete vacuum, or is.this
period, when two plus two do not
seem to equal four. purely a trans
sition phase—a technical phenom-
enon which has happened” time
and time again? .

My conclusion is that the mar-
ket from: October, 1946, - to the
present. is not moving . aimlessly.
It is tracing out a technical pat-
tefn of accumulation just as it
always does before a rise of sub-
stantial proportions.. In the mean-
while, the . time-consuming and
nerve-wracking action of a dying
bear market must be lived with.
To those who can watch the death
struggle of a bear market with
relative equanimity and buy stocks
in spite of the pessimism which
the sight engenders, belong the
spoils of the ensuing bull market
—for they will own the bargains.

The Market Pattern Since 1946

In January, 1943, General Mo-
tors- made its highest price for
the bull market 1942-1946. It was
not until May, 1946, that the 'steel

stocks (U. S. Steel excluded) made

‘Leonard S. Herzig

‘| their respective highs; and while

Detroit Harvester Company
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Death of a Bear Market

By LEONARD S. HERZIG
Pariner, Sartorius & C(_).

Mr. Herzig maintains that stock marke!’s technical behavior during
past 18 months portrays typical period of major accumulation.
Concludes this, together with public’s present uncertainty, warrants
expectation of early rise. :
During the period from Aug. 15 to Oct. 11, 1946, the great war
market of 1942-1946 collapsed. The Dow-Jones industrial .average
fell from 203 (the actual top was 213) to 161.

the destruction of values was fantastic, the market crashing 31 points.
since®

In 10 trading days

most stocks were gently declin-
ing, Schenley made its own; high
in August, 1946, This approximate
period — January until August,
1946—can now be easily recog-
nized as a time of stock distribu-
tion, :

In October, 1946, General Mo-
tors made its probable. low for
the 1946-1948 bear market. It was
not unt’l May, 1947, that the. steel
stocks followed suit; and recently
groups such as the motion-picture
stocks made new lows, although'
other groups were gently. rising.
The period from October, .1946,
until ‘February, 1948, will prob-
ably be considered the accumula-
tion stage of the ‘bull market
1948-?

That which has occurred in the
stock market between October,
1946 and now is not an isolated
phenomenon but something which
close observers have seen: time
and time again. A bear market
dies slowly and it is agonizing to
watch, but the succession of symp-
toms leading to the demise is one
which repeats itself each time.

Pattern of a Dying Bear Market

First of all, volume, as death
approaches, dwindles to a- very
low figure. Secondly, divergences
appear. Group after group of
stocks make their lows and, re-
gardless-of the action of other
grouos, they slowly turn.,upward.
Thirdly, stocks within groups turn
up while others stay near -their
low quotations. Fourthly, the in-
dustrial and -rail -groups -usually
diverge, Finally, news, whether
good or. bad, has scarcely any
effect on the market. The leth-
argy continues, :

So ‘much for .technical -factors.
What about fundamentals? As the
bear market’ slowly ‘dies, stocks
sell‘at.a low relationship of earn-
ings. to.price; they also sellion a
large yield basis as compared . .to
bonds; and:in the more specula-
tive.-categories, many stocks sell
at less than their quick assets.

* From a psychological viewpoint,
the. public is either completely
uninterested in the market or
fearful of the unknown. Stocks
appear cheap, but (so they reason) .
there must “be ‘something funda-
mentally wrong or why would
they sell’socheaply—and for so
long a time? As the bear market
slowly breathes its.last, the .op-
timists are strangely silent—they,
too, are perplexed. They. have
been optimistic for so long that
they are tired of preaching their
credo., The pessimists, however,
are vociferous. Even though most
stocks are not going down . (lots
of them are actually. going: up),
the gloom is so thick, the trading
so dull, that the ‘line. of"least're-
sistance seems to. be the accept-
ance . of the. pessimistic. point of
view. Besides, it is easy to accept
the low prices of stocks in rela- -
tion to all that is known’ when
they sell there day after day! So
dies a bear market, : 4
Conclusion . ‘

I.do not wish to-take the space
to diagram how all of the symp-
toms. described above. have' been

fulfilled in the current 18 months.
They have been! Experience
would indicate that the pall which

‘hangs over Wall Streef, the inac-

tivity, the uneertainty, the lack. of
public interest, mark the end of a
stock market chapter—the death
of a bear, market. Higher stock

prices should>soon be ‘witnessed! - - .
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l Observations . . .
=————=x== By A. WILFRED MAY

MUST INDUSTRY CONVERT TO THE PUBLIC
RELATIONS PROFESSION?

Serious Implications of the Steel Pricing Hullabaloo

The rising tendency of “public relations” strategy to.drive gov-
ernment officials, including economists, to' propound the illogical
and .the unsound has previously been pointed: out by this column.
But now the steel industry’s minor and routine adjustment in its

5 price schedules is raising this deification of the
public relations idol and “political awareness”
to the n-th degree of absurdity. For even sound
and experienced commentators, ‘while making
some patronizing gestures of acknowledgment ot
the technical justice of price change, have been
unabashedly castigating  the industry for ama-
teurish unsophistication and lack of tactical clev-
erness in’ calculating the political consequences.
To- this writer this attitude seems self-stultifying,
as well as confusing the public’s. understanding
of the economic issues. - : “

It was of course to be expected that President
Truman, although probably pleased with the filiip
given to his inflation warnings, would. (midst his
- Caribbean cruising), with the requisite fanfare,

order four of his Administration’s agencies—the

Departments of Commerce and Justice, the Fed-

eral Trade Commission and his Council of Eco-
" nomic Advisors—on the steelmakers’ trail. .

It was no doubt natural that the Republican leadership should
beat the Democrats to.the gun by summoning the steelmakers for
explanation before Mr. Taft’'s Congressional Joint Economic Com-
mittee, partly as a defensive step against the stimulation towards
controls and partly to make affirmative political capital.

" And it occasions no surprise that the price-adjustment was
loudly excoriated by the Wallace-ites as a fresh proof of Big Busi-
ness profiteering; by the professional “trust-busters,” by anti-busi-
ness demagogues generally; by consumer groups; by the excess-

profits tax propcnents, and by all the people who naturally. will vote
nay in a ‘plebiscite asking whether they wish to be charged higher
prices.

A. Wilfred May

» All the World-a Public Relations Counsel

.~ But what is surprising as well as disheartening is the manner
. and amount of condemnation being heaped on the industry by lead-

ers of opinion and by ‘business economists, who on‘the one hand

continue professing their belief in the free processes of the market- |-

place but. curiously set themselves up as public relations counsellors
experting in political “strategy.” Thus, in addition ‘to the 'charge
of’ bad-timing, one highly-respected economic commentator avers
that “a bad taste” was left in the public’s mouth by alleged stratagem
aridAsurreptitiov.isr)e'ss in the industry’s action, despite the fact that
‘United States Steel Corporation President Fairless distributed a press
release on Feb. 20 describing in complete detail the nature of and
reasons for the price changes. - * o : e

It is worthwhile observing that some of our newspapers which
are most loudly editorializing  against the steélmakers, did not ‘pre-
vent ‘their communal sense of statésmanship from' raising ‘the price
of theéir own product from three to' five cents—or by 66%—net too
long ago. Was their justification- some kind of smarter “public rela-
tions” in “selling” their own price boost?

' Similarly inconsistent is: President Truman’s action .in sending
a squad of FBI agents into steel plants which are trying to earn
7%% on their invested capital, whereas he did not see fit to send
his eriminal sleuths on to the. farms, when wheat growers were
withholding their crops from the market in order -to promote a
200-300% profit on their product. . Lt R

The Simple Facts Underlying the Price Adjustment

' Although the actual facts of the steel-rise incident quite evi-
dently’ have not greatly interested the various. critical groups, and
are not the major theme of. this: column, they are nevertheless
highly relevant as pointing up the public’s complete misconception
‘ofi the merits of the issue.. The price changes made do not relate to
finished steel products; but represent an adjustment of about one-
"tuarter of a cent a pound in semi-finished steel,  which had been
spld at.‘a’ heavy.loss:since -1946. -Furthermore the increase is not
héing paid by the publie, but by the steel companies that buy from
each- other, and -ends unfair - subsidization ‘of their: competitors by
ihe ,major companies which have.facilities to make ‘crude steel. . Such
s{qbsidizafion entailed -a loss-of $1:million. by Carnegie-Illinois in
the single month- of-January’ last.! The effect of this entire intra-
lrildu,stry‘ adjustment amounted only ‘to one-half of one ‘per cent of
the ‘total sales volume.  Since 1940 the price of all .commodities is
s}go\ﬁri by the Bureau of Labor S‘tz;tistics to have risen 23%; times ‘as
igreatly as steel products; ' PR .
ke . : %

* *

. ‘At any rate, let the issue of steel pricing be settled on its busi-
ness merits; certainly not under the motivation of trying to appease
the .anti-free enterprise - démagogués or- of.. conforming - to -other
‘phases 'of public’ relations “strategy”—under which our democracy

Steel Productiom -
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index -
Auto Production.
Business Failures .

The

State of Trade
and Industry

Total industrial output last week continued at a very high level
with manufacturing activity modestly higher -for the- period. A
slight decline took place in order backlogs- in some lines, but new
orders for many goods continued to be sufficiently large to insure
high production well into 1948. . PR

The employment situation for the week was good with payrolls
holding at very high levels and claims for unemployment -insurance
cshowing a slight decline.

Favorable weather .in some areas resulted in an improvement
beth in the supply of some fuels and the deliveries of essential raw
materials.
larger supply of scrap than in recent weeks and steel' ingot output
rose for the first time in four weeks. . o

Production of work clothing and most other lines' of apparel

showed a-slight increase for the week, with manufacturers-of nylon
hosiery maintaining output at peak levels and with orders booked
well in advance on an allotment basis. ' -
. Some manufacturers of rayon hosiery, however, _experlenced
difficulty in obtaining some materials. There was evidence of a
moderate decline in orders for some types of shoes and some pro-
ducers operated on day-to-day schedules. :

_ Lumber' production, it is understood, advanced nearly 2% to
185,675 000 from 182,551,000 board feet during the period ended on
Wednesday, a week ago, according to Dun & Bradstreet, Inc. Ship-
ments of lumber were slightly below the level of a week ago, but
were 3% above production. While new orders for lumber decreased
about. 13%, unfilled orders amounted to 58% of stocks: -

Looking into the building materials situation, an optimistic r}ote
was struck last week by Chairman Douglas Whitlock of the Build-
ing Products Institute before the National Association of Home
Builders, when he stated that there should be *“‘adequate _product’l’on
and supply of materials in relation to expected demand in 1948.

Production of materials in 1947 exceeded 1939, he declared, by
a wider margin than physical volume of new construction was ahead
of 1939. Part of the excess went into building depleted inventories
and some more was employed in exceptionally active maintenance
and repair programs. ;

Promotional sales of Spring merchandise and' Easter qpparel
were supported by the arrival of mild weather in some sections of
the country. The volume of consumer purchasing last week rose
moderatély and compared favorably with that of the corresponding
weck a year ago., While requests for credit were reported to have
increased in some areas, collections generally were prompt.

There was a moderate increase in wholesalé volume
week and the dollar total of orders continued to compare very well
with that of the like week of 1947. ' Retailers remained cautious and
‘avoided - long-term - commitments, 'but deliveries were generally
piompt. : '

STEEL RATE SCHEDULED AT 119, HIGHER FOR CURRENT
WEEK .
The number one problem as far as steel users are concerned
remains steel. supply. Consumers (are still unable to get. enough
steel and this fact is supporting, as it did a week ago, the small, but
active, steel gray market, according to “The Irom Age,”
metalworking . weekly. A s ! ¢
| .- The_current ‘talk about a drop in steel demand or an, increase
in steel supply- is not borne out by market conditions this week, ,t'he
‘magazine states. There is no single steel product which.is any easier
to -obtain-than- it was a month ago and the pressure gage which
measures steel - consumer: reaction is still hovering around the top.
- International news may speed action on the European Re-
covery Plan but American steel consumers will not notice the.

" effect for. at least. four or five months. This estimate is made:
parily on the time lag encountered in the small Greek emergency
program. y

While -ERP ‘may not seriously disrupt the domestic. steel econ-
omy it should eliminate talk of easier steel supplies for some months
to come, : . ) )

As was expected, the semi-finished price increases put .into
cffect  two weeks ago or more have ‘caused most- nonintegrated
makers of hot- and cold-rolled strip and electrical sheets to move

their prices upward. - At least one major producer of wire rods (a

semi-finished item) raised its price $5 a ton several weeks ago but

other leading makers of this semi-finished product have not yet

followed suit, “The Iron: Age” notes. N g

Some steel consumers believe that the next important. price
-adjustment will be in_the size extras on carbon bars, the magazine

«dds. Some tube rounds—a semi-finished material for the produc-

tion of seamle§s tubing—are this week selling for more-money than

(Continued on page 29)

In' fact, steel makers were able to obtain a somewhat.

during the

national’

Expect Large Turnout -
At NY Dealers’ Dinner

. Over 800 members and guests
of the New York Security Deal-
ers Association are expected to
attend the 22nd annual dinner
to be held at the Waldorf-Astoria
on Friday, March 5, according to
Hanns E. Kuehner of Joyce,
Kuehner & Co., Chairman of the
Dinner Committee. Several rep-
resentatives of the Washington
and' New York staffs of the Se-
curities and Exchange Commis+
sion. are expected’ to attend th.
affair. Officials of the: New Yor :
Stock Exchange and New Yor:
Curb Exchange, banks and bus: -
ness organizations as well as fi-
nancial editors of the New Yor..
newspapers also. will be: presen.
as- guests of the Association.

MacFadden Mun, Mgr.
u

For Easiman, Dillon

i Eastman, Dillon &Co., 15 Broad
Street, New York: City, members
of the New York Stock Exchange;
nounce that Donald S. Mac-
Fadden has been appointed .Man-
ager ‘of their Municipal Depart-
ment. Mr. MacFadden. was for-

merly Vice-President of Lobdell
& Co., Inc.

Edwin S. Robinson With
Geo. B. Wallace & Co.

George B. Wallace & Co., 15
William Street, New York City,
announce that Edwin S. Robinson
is now associated with them in
the trading department. Mr. Rob-
inson was previously -with J, Ar-
thur Warner & Co., Incorporated.

AMERICAN MADE
MARKETS IN

CANADIAN |
" Imperial Oil; Ltd,
§ ‘llg\t:ematiqnqi{ Petroleum:
. Noranda s, Lt .
HART SMITH & GO.
i 52 WILLIAM ST, N Y. 5 HAnover 2-0980"

Bell Teletype NY 1-385
“New York "~ Montreal ' Toronto

LAMBORN & CO..Inc:
99 WALL STREET
) NEW YORK 5, N. Y.

SUGAR

Raw—Refined—Liquid .
Exports—Imports—Futures

e ]

Digby 4-2721

Time Inc.
. 'DravoCorp.. RS
* 'American Maize Products Co.

is’ already suffering far too greaily. Otherwise, we will soon, be
arriving at the ‘stage of determining the structure of prices, divi-
dends, and wages by plebiscite!! -

5 Bought;Soid-;Quoted
gy e Established 1888 - -~ - -

MEMBERS, ﬁ. Y. SECURITY DEALERS ASSOCIA_TI.ON”V )
' 63 Wall Street, New York 5, N. Y. * 3 Bell Teletype NY 1-897

‘Kingwood 0l Co..
‘A crude oil producer ‘that

_‘has- had - continual -earnings
“‘over the past -seven ‘years.

Market 3-3Y

Analysis Available .

PETER MORGAN & C0.
31 Nassau Street © ~ New York 5, N.!.
Tel. BA 7-5161" Tele NY 1-2078

{
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' The Banks, Inflation and Credit Control

President,
President,

By JOSEEH. M, DODGE*

merican Bankers Association
he Detroit Bank, Detroit, Mich,

Warning if inflation acquires, velocity, and- intensity, a, disastroys depression will result, ABA executive

poinis out trend cannot be changed by ldws. or by, limiting bapk loans, Says. mcreased bank lpans are

result and not: cause of price increases, -and’ warns against further. interference with current banking

credit: mechanism. Advocates voluntary and cooperative action by banks, and asks support of aggres-
sive action and’ leadership- taken by ABA in. inflation battle.

As you know, officials of the American Bankers Association are on a nation-wide tour
of 13 key cities because of their concern about a National problem—the present.inflation-
ary situation—which directly and indirectly affects the busmess of banking. In this series

of
they are dis-
cussing the
problem and
the Associa-

tion program,

of Credit Con-
trol with the

State Associar.

tion Officers
and the lead-

ing bankers

of every
State,

Today evwv-
eryone is con-
scious. of the
acceleratin g
wage, cost, and price spiral, and
its. complicating effect. on daily
living, on business operations, and,
on financial affairs, It is the fore-,
most issue now before the peogle,
and has become a National politi-
cal issue. At the same time, and
not. unexpectedly, the incr,ease in
bank loans also has become. a, po-
litical issue. What we, in bankmg,
should and can do about these
problems is the sub]ect of our
meetings.

As. a Nation, we are. suffermg

Joseph M. Dodge

“An address by Mr. Dodge at
the Pilot Meeting for ABA Anti-
Inflation Program, New York
City, Feh. 27, 1948. * y

BOSTON.

E

Boston. & Maine RR.

Prior Preferred

\Tralqd in Round Lot;.
| Walter J. Connolly, & Co., Inc.

24 Federal Street, Boston, 10,
Tel. HUbbard 2-3790, Tele. BS. 128,

{ Trading Markets )

! Boston & Maine Prior Pfd.

~ Boston Railroad’ Holding Pfd:
Boston Edison

New England Lxme Common
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. penaltles

from the. diseases arising from 11
consecutive - years of peacetime
government deficit financing be-
fore the war, the unavoidable def-~
icits. during the war, and deficit
financing- and enormous govern-
ment: expenditures. since the war.
! For 14 years we have been
careless about money, dand. ‘the,
needs. of the war magnified that:
carelessness, ‘The strength ol our
economy has been diluted with. a.
food of/ purchasing power—there

too.much money. chasing tdo few
goods. Costs and prices have bgen
fising rapidly, and the demand
for goods: continues greater than
the supply In its simplest terms;
this. is; inflation.

With. this, and as. part: of if, 00,
many - people. have  acquired; the,
false notion that: wes can horrow
and. spend, and. tax, and. that: this
process: is. gopd for the economy,
and: brings with, it no penalties.
We.seem to have accepted the.fan-
tastic idea. that. a, man can be
paid.twice. as. much. for the work
he.used to.do without paying any
more for. what:he buys. Somghow.
we. have acquired. a. viciqus habit;
of believing that money and the
value ofi money. does not matter.
We have become so. indifferent
to.the use of money. and,debt, that:
we chould not be surprised at; the:| ¢
results, Now we begin. to see- the
Both money and: debt
are havmd their revenge.

We have alarming symptoms of
the same diseas2. which so serir
ously affects the economies of the
rest of the world; and. inflation

| which always operates against the

fundamental: interests. of labor;
the farmer, industry, and the in-
djvidpal, People. forget. that the
effect; of inflation is. very much
the. same ag that of depression,
angd. that no matter how hard they
work, there is’ not ° sufficient
money, to buy what they need and
want. This is. quite similar to
having no work and'no money:

' Everyone_ worries -and - com-

1 plams but: mdwxdually they fail

ST. LOUIS.

STIX & CoO.

INVESTMENT SECURITIES

509.0LIVE STREET
- ST.Lours 1, Mo,

Members 8, Louts Stock Exchange

LOUISVILLE

SPOKANE. WASH.

American Air Filter
American Turf Ass'n
Consider H. Willett
Murphy Chair Company.
Reliance Varnish Co.

| T BANKERS BOND co:

; . Incorporated
. 1st Floor, Kentucky Home Life Bldg.
LOUISVILLE 2, KENTUCKY

Long Distance 238-9 Bell Tele, LS 186

NORTHWEST MINING-
SECURITIES

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

‘ §STANI)AI!I| SECURITIES

i CORPORATION

{ Members Standard Stock. Exchange -

i of- Spokane

i  Brokers - Dealers - Underwriters

H Peyton Bmldmg, Spokane
Branches at
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3
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Kellogg, Idaho and Yakima, Wn.

ary -situation, as-it- is.

to do the things which bung cor-
rection, so -the condition tends to
run its dangerous course.

We have to face the fact that

if this inflation is allowed to ac-
quire velocity and.run its course
to any extreme, the ingvitable re-
sult is completely, fictitious dolla:
values, the substantially deprecx-
ated purchasmg power of ‘money,
and the possibility of a disastrous
depression: ‘which:can bring with
it unwanted social and- economic
changes in our ‘way.of life.
is a possibility we must use eyery

effort to avoid.

Cannot Be.Corrected by. Laws,”

In times like.these, there »r’
always these who,think th1s prob-
lem canj, he corrected by, iaws.
which, -deal with -symptoms, not
the real: sources of inflation. But,

legxslat;tve answers, are, certain to.

be’ either, ineffective or complete-
ly wrong. There ‘are too. many.
conflicting, group. interests.” As a

result, laws produce neither equi-.

table nor adequate answers. What,
they correct in one place nsna’l:

s offset by the creation of addi-
inn2l complications in another.
We have seen plenty of that.. 't'n¢
real answers are in more work
and production, less spending, ana
in, more saving by everyone, in-
cludmg the government “Thes2

e the' voluntaty acts of effort
and- sacrifice which produce the
permanent results,

Fortunately for the banking
business, the banks can not 'be
held responsible for the inflation-
The. rea!
ource of inflation apd present
high prices is in the years of gov-
arnment spending in excess of

revenues, continued large govera-.

ment expenditures, government
subsidies, and government financ-
ing of large exports not offset by
imports. These sources of infla-
tion can- not. be. corrected. by lim-
iting' bank loans.. They are: the
problem. of every. voter. and:{ax-
payer, ,
gnswer. the problem.. If it is to be
answered—government,.labar, in-

| dustry, and the. individual—all

have a. field of action-in. which

i| they, must, do their part.

il Increased: bank , loans. are a.
. . ~ bl

| symptom of inflation, not a 'ca_use-

‘| —just- as_increased- prices are a

‘| symptom, not a;cause. Bank loans,

(Continued. on page 30)

That:

The banks. alone can. not|

T
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F rom Washmgton
+ Ahead of the News

By CAI{LISLE BARGERO‘I

FORT- WORTH; TEXAS—Tkere is no longer any doubt about
the Southernrevolt Organization for. it is. definitely underway. Those
politicians whp. atthe first counseled caution Lave been swept up: in

the tide.and one.now finds such

into. the lead- ¥

ership. He.
finds himself
in the. com-
' pany - of such
Southern
leaders as
‘Senator
George of
" Georgia, and
. Byrd of Vir-
' ginia, -
Here . in
~Texas you
" will find  the
men who
sought to
lead a revolt
against a
th)rd term, for Roosevelt and, a
fourth te1m sharing, the: leader-
ship with Roosevelt idolators. in
the new movement.

' Carlisle. Bargeron

! Since 1937, a resentment against |.

the New . Deal; ‘has been gaining

‘headway, in the South among: the:

more’, conservative element, what:
yau might call the hetter element,
But relief money and, Roosevelt’s,
champlonshlp of the “‘commpn
‘man left this element without any
following, - Now, - they have the
followmg .

' They intend tq dg something.
about it. They are tired of being
dominated. by the. Eastern. Jeft-
wingers who.have controlled their
partv for the past 14. years. Trur
man’s so-called civil rights pro-
gram- has been the spark that
touched -off. the conflagration, If
is not. the rheasure of the: griev-
ances, of the conservative element
by -any means. -What has hap-
pened is that the Truman- program
has spread the feeling to the
lower, element,

As.to,what will be the oufcome
ng one ean accurately say at this
time.- It is: this writer's conviction
that. the present revolt is far. more
serioys;than that against Al Smith,
It is his conviction, in fact, that
‘the delegations of 11 Qouthern
Stetes,. the so-called. Solid South:
‘will - .walk - out. of - the. National:
Convention. Movements are un-
derway. to.change. the. election
lgws of those states needing such

.change, to give the electors free-

om -of- action. Where 'this is not:|.

one. the names ‘of-men like, Byrd;

and, George may. be. placed, on, the
txcket in the place of Trumap’s.
'As yet each. state is aclng on
1ts own, studying its own problem,

yet consulting,. with. the. leaders:

of other states, ‘Quite -likely be-
tween now  and the ‘Democratic
National Convention: some: sort; of,

concerted ‘action. wi]l have been .

decided-.upon.
"' In the meantime, a ‘ group' of

men as Senator Connally commg

Texans plan. to.conduct’a, nation~
wide educat onal; campaign in an
effort to disabuse the people of
other states that they are against
the proposed. anti-lynching law
because they wani{ to continue an
outdoor sport of lynching; that
the poll tax which some Southern
states have is for the purpose of
restricting the vote, Here.in Texas,
for example, it goes. to. the school
fund. Many people pay this tax,
it is. claimed, who pay no other
k'nd of tax. The purpose. of; the
edugational campaign will: be also
to. inform the people. of. other
states. that. while they may think
the Truman program and the Re~
publicans! efforts in. the.same. di=
rection -affect only the South
they, in fact, affect every state 1n
the Umon ;

What purpose. they. hope to. ac-
complish, with this.campaign is. to
sober. up, the. Republicans, who. |
are.gleefully scek.ng.to make the. :
Soytherners mad to encourage

| their. bolt, and, at the same. time, ,

‘cater to the Negro and other mi-
nority group.-votes. They don’t -
‘expect to.be able to.do this in time
to head off the anti-lynching law, °
which will probably be on. the
statute books within two months,
hut; they do have hopes of heading
off the anti-segregation, the FEPC
and the anti-poll. tax legislation. °
As to what they intend to do with
the. anti-lynching law when they
get:if; remains to be seen. . .
Overall, what) they -are  deter- .
mined to accomplish is the leader-
ship of the Democratic party. They *
are definitely bent now upon add- -
mg to the wreckage. that 1s comr= -
ing in November and. in the
scramble for dominancy that will
then follow, they are determined °
to come out on top. .

N. Y. Stale Burean to
Handle Secs. Frauds

Formation. of a special. Secur- . -

ities  Bureau was announced
‘March -1- by -Nathaniel' L: Gold- '
stein, New York Stats. Attorney.:
General, because of “a;steady in- :
grease during, the. past six. months
in the number of securities fraud. .
complalnts received; by his office.”

Jolin. W. M. Rutenberg; -Assistant.
Attorney -General, will; head the -
new. bureau. .

With ng Merritt & Co.
(8necin] to; 'T‘}{r.ﬂ PlNANan CHRONICLE)
PORTLAND, MAINE—Alvah E.
Ames is with King Merritt & Co., .
Inc., 53 Exchange Street: )

. Hart Carter Company
MacWhyte Company

Uarco, Incorporated :

New York Boston

Chicago

INDUSTRIAL: COMMON‘ STOCKS

Altorfer Brothers Company,

Arcady Farms Mjlling Company.
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Colorado Milling & Elevator Company
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* Rath Packing Compam{
' Rockford Machine Tool Qompany :
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Uniied Printers & Publp;;hers, Incorporated
Viking Pump Company, ’
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g et

fPArHE INDUSTRIES, INC. | -
A detailed 'and - illustrated:
' brochure will:be. off. thé-preé‘s NN
i and available to interested’
; invesiment dealers and, other
fmanclal 1nst1tut10ns

I Inqulrles mvlted on PATHE
. INDUSTRIES, _INC, pre-
ferred ahd; common; stocks.
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Investment Outlook for 1948

By LEONARD SPANGENBERG*
Vice-President, Business Statistics Organization

Asserting inflation has not affected stock market, Dr. Spangenberg -

holds greater value is found in securities field today than in any

other part of economic system. Looks for rising interest rates and -
resulting lower bond prices. ‘

Let us examine the prospects. for general. business during the |
remainder of 1948. In any such consideration, it is. necessary to
realize that the average of business volume threughout the country,
is a robust 31% above normal. Naturally, such feverish output can- |

v v eaa sdla

forever. If you have added another 10% to their
have been fol- take-home pay, -

lowing your
Babson chart,
you have seen
the business
curve set all
kinds of new
records. In ac-
" ccrdance with
the Law of
Action and
Reaction upen
w-hich our
forecast . the-
cry is’ based,
it would ap-
) near that a
staggering recessiom—even
amounting te a major depression
—is overdue. ]
. I am often asked if the break
in stock and eommodity prices is
the beginning of such a.tobaggan
slide.” Even if the remarkable rate
of activity :ragistered in 1947 is
_not entirely dupli-ated this year,
the awerage decline shou'd be
‘small. 'In fact, we expect'a 5%
decline in 1948 business volume
from the extremely high 1947
volume. - . . I

Dr. L. Spangenberg

‘National Income $190 Bi'lions |
Purchasing” power  will move
‘along ‘at a .very high level. We
forecast that'the national income
-for 11948 will equal or ‘even ex-

.ceed—the- $190- billions estimated|

for 1947. The individual tax bill
may ‘be somewhat lower. There-
fore the general pieture iz one
of plentiful buying power for all
categories. -Farm 'incomes may
possibly . suffer -some losses but

I

Stoek Market Outlook

No discussion of the present]
stock market is worthy of the
name unless we point out that
credit does not exist in today’s|
market. Inflation has passed the
stoek market ‘by. "Greater valuz
is to be found dollar-for-dollar in |
the -stock -market today than ini|
any other part of our eeonomic]
system. Thus, it would be only
natural to expect that stocks |
would turn up even before busi-!
ress hits bottom. And let us not,
forget - that our prediction - for|
business is for some correction |
but that the eventual bottom will|
neither' be ‘far down nor will it|
be long drawn out.

The stock market will naturally
be very selective. At any time in'
the stock ‘market: there are cer-
tain' groups that have a ‘more at-

tractive ‘outlook than others.. At

 the “ present time  the }follow‘i’ng
' groups have thz best outlook: va-

riety chains, banks, fire insarance,,

:| corn refiners, bakers, crude petro-

leum producers, and certain-util'i—
ties. t
In the. bond market the long-,

term- trend is towards rising"in-
(Continued on: page -31):""

" The Bank'-‘iandklnflati{ion

By JOHN D, HOSPELHORN*

Chairman, Executive Committee, National Asseciation of Supervisors of State Banks
Deputy Bank Commissioner of Maryland

Asserting competent banking management is essential to private enterprise, Maryland bank supervisor
cautions against inflatienary bank credit. Asserts bank sapervision sheuld not be made tool for
monetary ot ‘fiscal policies of government, and praises work of ABA for combating inflation. Points
out present bank loan expansion is result and not cause-of inflation, and calls for reduced government
spending, less banking by government, greater production per wage hour, and less individual spending.

The bankers of this country, acting through the ABA, are to be highly commended
for their voluntary action taken to avoid excessive and inflationary increases in the
use of bank credit. The participation by bank supervision in this series of important and

inspiring®
meetings is,
to my mind,
wholly logi-
cal . There 1s,
in fact, no
segment in
our economy,
'no individual,
no ‘group, no
corporation,

no level of|

government
which . cannot
do something
‘to combat and
restrain infla-
tion' and . its
: after-effects,
and which, indeed, does not have
the ‘duty to do all that it possibly
can do. ¢ o .

When the U. S. Senate con-
vened in session on Dec. 4, 1947,

John D, Hospelhorn

the ' Rev. Peter Marshall,. D.D,, |
Chaplain of that august body, said |

-in his opening prayer, “Forgive
us all that we talk too much and
think too little.” It is not fitting
for me to state the appropriate-
. #An address by Mr. Hospelhorn

before®” the ~American - Bankers
Association Régional’” Meeting

" Washington, D."C,, Feb. 20, 1948.

|

We take pleasure in announcing-that

ness of this sentence, to the mem-
bers of that body; however, I do
believe it can be quite properly
applied to the rest of us as, in
my humble judgment, we need a
revival of sound thinking to carry
us through the present complex-
ities confronting us in America
and the world, today.

Everyone knows that credit
sponsored by the government, is

' the ‘most freely granted  credit

available, because that is its prin-

cipal feature. It seems to me,
therefore, that if there are any
credit abuses, today, being car-
ried on among our banks, govern-

'ment sponsored credit or lending

projects should at least carry their
full share of them. .
In discussing the problem of
credit .inflation with you, today;
let it be said that the supervisory
authorities have a .deep sense of
appreciation of the line of demar-
(Continued on page 36)

NEW YORK

‘We take pleastre in announcing that

DONALD S. MACFADDEN

has been appointed
Manager of our Municipal Department.

E ASTMAN, DiLLox & Co.

PHILADELPHIA

CHICAGO

WE TAKE GREAT PLEASURE IN ANNOUNCING THAT

WILLIAM O. GAY, JR.
should “not . fall more than 20% : )
below -current. levels, which ave
well above parity.

. MR. EDWIN S. ROBINSON

HAS BEEN ADMITTED THIS DAY AS
. Jarmerly of J. Arthur Warner & Co., Incorporated

A GENERAL PARTNER, IN. OUR FIRM
Wholesale. Cammodity . Price
. . Outlook for 1948 e
ether the inflation spiral in
wholesale  commodity ' prices has
*yet fully ‘run rits course remains
to be seen. The recent drastic
slump in the major commodity -
futures  market may well have
marked the turning point; bat it ' ‘
FZ (o (o \l—;

is now associaté‘d*w‘ith us in our
" trading department

'GEORGE B.WALLACE & CO.

15 William Street ) ) New York 5°
Telephone BOwling Green 9-2061

HENRY HERRMAN & CO.

52 WILLIAM STREET, NEW YORK 5, N.Y, "

MARCH 1, 1948

would be -unwise to pe too in-
flexible on this score. A serious
crop failure, plus a third reund
of wage increases could result in
a marked resurgence of price
strength. ' ‘
Pressure.on industrial. commod- ’ ) )
ity prices may continue moder-||]. Announcmg the fo."maho” Of
ately upward over the near term. /7

Here’s why: A record domestic . ;
Mitchell,

o (s € (v (s e s e e € v { . s { e s xgﬂ

Hoffman & Co. l

Incorporated

WE TAKE PLEASURE IN. ANNOUNCING
THE OPENING OF A

HARTFORD OFFICLE.

HARTFORD NATION{!\LVBANK BUILDING
36 PEARL STREET, HARTFORD 3, CONN.
TELEPHONE: 7.2634

employment level, at higrh wages,
spells continued large public pur-
“chasing power, .despite inflatad
-prices.  Production cests are un- o
likely to arop, and probably will o Sl g

advance ' further ‘sould labor To Specialize in

make a successful bid for in- ; M o ¢ Gt

‘reased wages as a result of ad- ; rp - i P : \

t'rancin'g living costs. These ma‘_‘ior] ) Baltlmor e and waSh]ngt(m Markets
factors poirt to still higher prices . . e

for, the industrial category.. ' . | . ... Primary Trading Markets

‘- Third Round for Labor Retail Distribution

Labor leaders have two. pri~ g i eqnialy
D et -Private Wire Facilities

UNDER THE MA_(NAGEMENT OF

MR. CHARLES W. GOULD

' MR. HARRY L. léEnxngs |

mary aims for this year. The first
is to obtain a third round of wage
inereases to eltect advances in the
cost of: living. During the next
few months a great marny union i :
contracts will -expire and many : Vice President
others will reach the wage re- I1. Clark Helms, Secretary- & Treasurer
opening phase. Before the third|¢- : i iy

“quarter of 1948 is reached, organ-
.ized workers of the nation may

WILL BE ASSOCIATED WITH HIM '’

John M. Hoffman G Benjamin Mitchell

President .

G.H. WALKER & CO.

ESTABLISMED 1800

MEMBERS
. NEW YORK STOLK EXCHANGE
ST, LOUIS STOCK EXCHANGE . CHICAGO STOCK EXCHANGE
NEW YORK CURB EXCHANGE (Assoc.)

NEW YORK PROVII‘TJENCE ST. LOUIS
DIRECT PRIVATE WIRES TO ALL OFFICES

1424 K Street N W. 52 Wall Street
Washington 5, D. C. New York 5, N. Y.
Sterling 7530 DIgby 4-19%6

P) ) ) v ) | | )

Mercantile’ Trust Bldg.
" Baltimore 2, Md.
Plaza 5200

*An address by Dr. Spangen-
berg at the Z1st Annual Webber
"College Business Conference,
Babson Park, Fla., Feb. 26, 1948.

MARCH 1, 1948
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Public Utility Securities

Laclede Gas Light Company

" Laclede Gas Light nearly a year ago acquired St. Louis County
Gas from the North American Company System, Thus enlarged, it

now supplies mixed gas of 800 B.t.

rn portions of St. Louis County, the total population served being

_‘over one million. Some straight ¢
natural gas is served to industrial
“ustomers. :

Total operating revenues of the
properties now operated by the
company were $14,054,478 for the
12 months ended Sept. 30, 1947,
derived from various classes of
customers approximately as fol-
lows: domestic 53%, house and
gspace heating 22%, commercial
14%, industrial 10% and miscel-
laneous 1%. Of the industrial
customers, 102 were purchasers of
straight natural gas who ac-
¢ounted .for approximately 8% Of
total revenue, Revenues in the
county for the 12 months ended
8ept. 30 totaled - $3,753,244 (of
which space heating contributed
fiearly one-half), .

Themixed gasdistributed consists
of oven gas, uncarbureted water
“as, . carbureted water gas, nat- |
“ifal gas and liquid petroleum gas.

‘The .company ‘has one coke oven |-

“lant and two water gas plants
‘ft the City of St. Louis and auxil-
“ary liquid petroleum- gas -equip-
“ent, and one water gas plant
“ith liquid petroleum gas equip-
ment in the town of Shrewsbury.
The two water gas plants in the
ity are maintained for emergency
“se and to provide capacity. to
*neet peak load demands. All nat-
‘fal. gas used is obtained from
Mississippi River Fuel Corp, (con-
tolled by United Gas and other
tompanies).

In 1946-47 revenues from coke
wnd other residual products from
the production of manufactured
*a$ increased rapidly, amounting
to $3,909,000 in the .12 months
‘ehded Sept. 30, 1947 (this revenue

18 €lassed as a credit against ex-
penses, Even after conversion to
straight natural gas the company
intends to continue to operate the
coke station (which has an orig-
inal cost of $3,500,000) as long as
a favorable market for coke per-
mits profitable operation; but
eventually the plant may be dis-
posed of or abandoned.

On Oct, 2, 1947, the company
made a contract with Mississippi
River Fuel to .obtain additional
natural gas up to. a maximum of
209,000,000 cubic feet per day, as
#oon as full conversion to natural
gos is effected, the contract run-
fihg to 1066. This will require
widitional pipe * line facilities,
however. The company is pres-
ently planning to convert during
1949 and 1950 the appliances of
% customers from 800 B. t. u. to
1000 B. t. u. gas, thus permitting
distribution” of straight natural
a8 when available. As a part of
this program.the operations of the
Threwsbury plant will be ad-
justed to permit production of
1,000 B. t. u. gas. Such conversion
will cost about $3,000,000 and it
i% estimated that other construc-
tion over the next five years will
¢ot about $12,500,000.

The comnany has had outstand-
g $6,500.000 3%% installment
“hotes, which it is now replacing
with $6,084,000 15-year convert-

sinking - fund debentures
teurrently being offered by a
“roup headed by Lehman Bros.,
‘after an initial offering to stock-
Yvlders on the bas's of $100 de-
bentures for each 40 shares). The
‘eompany is also entering into a
sHew bank credit agreement which
will rermit borrowing up to $4,-
000,000 at anv one time (subject
1o various restrictions), Remain-
_4ng funds will be obtained from
»arhings, depreciation and amor-
%zation and at present there are
o 'plans for additional financing.
+ Canital structure will include

-the .Anti-Fascists have kept ‘their
‘oart, ' repudidted ‘' the obligations

u. to St. Louis and adjacent east-

1 present equity of about $17,-
00,000, Capital ratios would thus
Ye about 65% debt and 35% stock.
'f some $4,000,000 plant acquisi-
tion adjustments ' (now - being
amortized) should be deducted
rom the stock equity, the latter
would be reduced to 30%; and if
sank debt should be included in
:apitalization at a later date the
:atio would drop further. On the
sther hand the debt ratio may
Jradually improve after 1953 due
0. the debenture sinking fund
/$625,000 per annum in 1953-56
and $250,000 during 1957-62). .

The “red herring” prospectus,

rage 5, gives net income for the
12 months ended Sept. 30, 1947,
as $1,897,000, or about 78¢ per
share on
stock. This is slightly in excess
of last year’s 74¢ and the 1944
figure of 63¢ (during 1938-44
earnings on the basis of the new
capitalization after reorganization
ranged between 20¢ and 44¢).
Conversion to an all-natural gas
basis might be expected to fur-
ther stimulate house heating sales
but net earnings may be retarded
in the coming two years by ex-
penses in connection with the con-

version. For this reason and be-|;

cause of the heavy dependence on
earnings for construction. funds if
appears likely that the 20¢ divi-
dend rate will not be increased
substantially for some time.

The new debentures will be
convertible. initially' at $6.25 a
share, and the stock is currently
selling at-47. ‘fl‘he latter price
reflects a yield of about 4.1%
based on the 20¢ dividend. The
price-earnings ratio’is only
about 62, o 200

Letter to the Eélitor o

Deplores Reduction in Malian Dollar Bond
Inferest as Repudiation

Luigi Criscuolo writes “Chronicle” protesting against action of - |
Council of Foreign Bondholders in approving deal.‘ e

Editor, Commercial & Financial Chronicle: Rt '
When the Anti-Fascist Concentration was operating in Paris
‘wo decades ago, former Premier Francesco Nitti wrote me that when
they deposed the Italian Fascist Government they would repudiate’
all of the bonds‘sold by that government in the United States, and;

he urged me
.0 make that
‘act"known
1ere. 1 told
im that if
1y new Ital-
tan Govern-
ment did that,
‘hey would
lestroy the
rredit of their
rountry - here
ind that
would hamper
‘taly’s future
levelopment.
Evidently, in
spite. of the
‘act. that the .
United States has either given or
rdvanced over a billion dollars to
‘he .present -government in Italy,

Luigi Criscuolo

word and they have, at least in

veferred to -above. Some months
ago, a Socialist leader named Ivan
Matteo Lombardo came to the
United States on an official mis-
sion and he and his aides negoti-
ated a refunding of about $132
million bonds in question, includ-
ing those of the Kingdom of Italy
and those of Italian public utility

and industrial concerns. ;

While the principal amount of
the bonds was not reduced, but
was increased by the addition of
accrued interest, the interest pay-
ments in the future were scaled
down from a respective 6 to 7%
rate to as follows: 1% per annum
from Jan. 1, 1947, to Jan. 1, 1950;
2% from 1950 to 1952; 3% there-
after. The actual loss in interest
to American investors by  this
clever arrangement . perpetrated
by the Italian plenipotentiaiiss
amounts to more than the princi-
pal amount of the bonds! !

I have been in favor of granting
Italy an outright gift of a billion
dollars to assist in paying for Ital-
ian reconstruction, but that was
to be a gift of our government and
not of American private investors.
However, the virtual repudiation
of many millions of dollars in fu-
ture interest is something that cer-
tainly does not please American
investors in Italian -securities.. It
is also surprising to learn that the
Council of Foreign Boldholders
has approved of the deal, although
that organization is supposed to
fight for the rights of bondhold-

*25.500.000 1st 3%s, $6,084,000 de-
entures and common stock with

ers, not to mention the fact that

seem to have shown their gener-:
ssity to the Italian Republic by:
condoning a . gift of millions of,
Jollars in the money of their cus-

tomers to that Republic. = =
I believe this calls for concerted
action on the part of investors, not
gnly iny their interest, but! in the
interest of the future credit of the
[talian Republic insofar as flota-
tions of securities in this country
are concerned. While it is obvious
that .the present government in
Italy hasabsorbed  some "of 'the.
poison exuded by the Leftist and
Communistic groups that now vir-
tually control Northern Italy in
~onjunction with Soviet Russia,
one would think that Premier de
Gaspari and his close aides would
be as meticulous about honoring
the obligations -of -past govern-
ments as was the Fascist Govern-

ment which passed ‘out in 1945.

~ Yours truly, '
~ LUIGI CRISCUOLO.
50 Broadway, P e -

New York 4, N. Y.
Feb. 7, 1948.

William H. Dore With
Field, Richards & Co.

(Special to THe FINANCIAL CHRONICLE)
CLEVELAND, OHIO—William
H. Dore has become ‘ associated

Will}am H. Dore
with Field, Richards & Co., Union
Commerce Building. He was for-

merly Cleveland manager for
Stranahan, Harris & Co.

With Continental Securities

(Snerial to THE PINANCIAL CHRONICLE)-

DETROIT, MICH.—Marvin T.
Smith is now with Continental

present outstanding |’

| Philadelphia Bonds.

Securities Company, Inc., People’s

the bankers who floated the bonds

National Bank Building.

Dealer-Broker Investment

Recommendations and Literature

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

Bank' Stock Analyzer — Geyér
& Co., Inc., 67 Wall street, New
York 5, N. Y.

Charts — 922 charts . in. spiral
bound book covering 12 complete
years, and showing monthly highs,
lows, earnings, dividends, capi-

talizations, and volume on virtu- |

1lly every stock listed on the New
York Stock and Curb Exchanges
—single. copy $10—yearly (six
issues) $50—F, W, Stephens, 15
William Street, New York 5, N. Y.

+'Manual of 8t.Louis Bank Stocks
~—1948 Edition—G. H. Walker &
Co., -:Broadway and. Locust, St.
Louis 1, Mo. .

Also available is a recent report
on Hewitt-Robins, Incorporated.

New England Company — De-

scriptive. analysis of special situ- |[

ation .on -86-year-old New ' Eng-
land company—Raymond & Co.,
148 State Street, Boston- 9, Mass.

Price-Earnings ‘Ratios  and

{ Yields on 123 Public Utility Com-

mon Stocks—Stroud & Company,

| Inc., 123 South Broad Street, Phil-

adelphia 9, Pa.

Also available "are ‘a valuation
and appraisal of Railrocad Equip-
ment Certificates and City of

 Railroad Developments ‘of the
Week—Current developments in
the industry—Vilas & Hickey.

|49 Wall Street, New York 5, N. Y.
£k #

American Service: Company —

Data in the current issue of the
“Adams Journal”—Adams & Co..
105 South La Salle Street, Chi-
cago 3, Il

Berkshire Fine Spinning Asso-
ciates—Detailed " report on . posi-
tion—Blyth & Co., Inc.,, 14 Wall
Street, New York 5, N. Y.

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

Central Illinois Public Service

‘| Co. — Data — Buckley Brothers,
:1420° Walnut Street, Philadelphia

2, Pa.

’Also available are memoranda
on Buffalo Bolt Co., and DuMont
Laboratories.

Chase National Bank—Circular
—Laird, Bissell & Meeds, 120
Broadway, New York 5, N. Y,

Cosden Petroleum Corporation
—Memorandum—A. M. Kidder &
Co.,, 1 Wall Street, New York 5,
New York.

Detroit Harvester Company —
Research’ item—Goodbody & Co.,
115 Broadway, New York 6, N. Y.

. 'Dome Mines Limited — Invest-
ment appraisal—Kalb, Voorhis &
Co,,
5.,N. Y

- Electrol, Inc.—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.

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

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

National Aviation Corporation
—Analysis * of investment trust
specializing in aviation securities

15 Broad Street, New York

—Ira Haupt & Co., 111 Broadway,
New York 6, N. Y. )

Pathe Industries, Inc.—Detailed
description of company and .its
operations—Comstock & Co., 231
lSlcl)uth La Salle Street, Chicago 4,

Sterling Electric Motors, Inc.—
Circular — Maxwell, Marshall &
‘Co., 647 South Spring Street, Los
Angeles 14, Calif. :
~ Also available is an analysis o
Pacilic-American Investors,

White’s Auto Steres, Inc.—Spe
cial bulletin—First Colony Corpo-
-ration, 52 Wall ‘Street, New York
5 N.Y .

"COMING
" EVENTS

In Investment Field

March 4, 1948 (Detroit, Mich.) . -

Bond Club of Detroit 32nd An-
nual Dinner'at the Wayne' Room, |
Hotel Statler. g

March 5, 1948 (New York City) :

sociation 22nd ‘Annual Dinner at
the Waldorf Astoria. :
‘March 6, 1918 (New York City) .
Wall Street Riding Club Annual
Gymkhana-6:30 p.m, at New York
Riding Club to be followed by a
Supper-Dance, ) -
March 12, 1948 (Toronto, Ont.,
Canada) o
Annual Dinner of the Toronto

Bond Traders Association at the
King Edward Hotel. 3 ;

March 18, 1948 (Minneapolis,
Minn.)

Twin City Bond Traders Club
Spring Party at the Nicollet Hotel,
Minneapolis. * : .. P
April 19, 1948 (New.York City) -
. -Security Traders .Association of
New York 12th Annual Dinner at
the Waldorf-Astoria Hotel.

May 10, 1948 (New York City)

Annual Election New York
Stock Exchange, 3
Nov. 15-18, 1948 (DaHas, Tex.)

National Security Traders Asso-
ciation Convention.

Rohert D. Solt in
New Connection

(Special to THE FINANCIAL CHRONTCLE) |
CLEVELAND, OHIO — Robert
D. Solt has become associated

Robert D. Solt

with the Welfare Finance Corpor-
ation. Mr. Solt was formerly
manager of the trading depart-
ment for Cayne, Robbins & Co.
and was in the past connected

with the Federal Reserve Bank
in Cleveland.

New York Security Dealers As-
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Recites Recent

Changes in the

Mortgage Market

- Ferd Kramer at Mortgage Bankers Clinic says- both interest rate
structure and character of mortgage buyers has changed. Sees
- Fedzral Reserve policy having serious consequences for mortgage
business. ;
- In his opening remarks at the Mortgage Bankers Clinic of the
Mortgage Bankers Association,.held in Chicago, Ill, on Feb. 27, Ferd

. Kramer, President -of Draper .and Kramer,. Inc.; Chicago, sounded a
warning regarding recent changes in the real estate mortgage market.

“A year-ago
today,” Mr.
Kramer- .re-
‘marked, “we

of the mort-|

gage banking
‘fraternity,
g sold Title VI
©—~603,
loans ‘at 10215
s—today: 'that
“.prémium ‘has
-vanished.
Some 608 —
4% loans
.were  sold as
high=as -103%2
to 104.: Today
. ) “.there is little,
if any, premium available to- us.
. The GI loan market was then firm
at- 101, today it can hard.y be
_called a market, and prices are at
the option of the buyer. There is
neither black magic nor high fi-
‘nance involved in the explanation
_of what has happened to-our mort-
gage market.” Continuing, Mr,
"Kramer stated: g
. “A glance at what has happened
‘- to the prices of some of our high-
-est grade bonds is most revealing.
A year and a half ago, Atchison
"Topeka & Santa Fe 4s due in 1995
-sold ' for ' 141 — today they are
worth 117. At the same time,
City of Louisville 0.80s. of 1970
were worta 100.. Now they sell at

, Ferd ~kramer

72, and Illinois Bell 23s due in’

1981 went from,108% to 96.

“We have but to realize that in
a very practical sense our mort-
gage -offerings must compete in
the open. market with all other
investment - offerings’ and - that
.investment fund managers will
not purchase .our ' merchandise
‘until we price it -on ‘a basis ‘at-
-tractive enough to draw buyers to
/it.- "That .market -is the ‘Moneyv
‘Market, .and the price. tag is ‘the
““Interest Rate.” " Forthat reason
-we have selected as our. parel
subject—‘The- «Qutlook ~in. The

‘Mon ey -Markets ~and ; Futuref

“Trends of ‘Interest Rates.’

“It is-our purpose to examine,
“under the guidance of the practi-
-cal "and' experienced ' investment
-experts composing - this panel,
some of the fundamental causes of
“changes’in ‘'our money and mort-
‘ gage market, and to give you both
‘an- understanding of ‘the chdngés
.whieh -have already - taken place
.as well as. to make intelligent es-
‘timates ‘as ‘to.‘what~ the - futurs
" holds. - . Y i
- At a ‘time: when “the housing
-shortage in -most urban' commu-
.nities is-still. at-a:very " acute
. "stage, “an ;increase ’in-  inferest
‘rates or a shrinkage ‘in-the funds
‘available for -new construction"is
-a matter of great importance. .-It
raffects 'the mortgage banker, the
‘ realtor, thé ‘builder: - It -also - af-
| fects the very lives of millions of

- people “who- ‘are’ now - living-rin|

* i cramped 'and < in ‘many - cases -sub~
standard quarters.:

' “Not only has the rate structure
of our market changed, but so has
‘the character of the mortgage
buyers. The "individual investor
“was once our most valued client,
but: he has today practically -dis-
appeared as.a-purchaser of mort-
gages. High income taxes and in-
. creased living expenses have si-
phoned -off ‘most of his capacgty
for saving. Insurance companies
today are managing some $44 bil-
lion, and commercial and savings
banks control an additional $53
billion, Consequently, it is im-
perative_for us in the mortgage
business to know-how mortgages

4%.

will be regarded in the coming
year.by .life .insurance companies
and -other institutions. ,

“The total money in cireulation
in '1£40 was $834 billion—today it
is $28% - billion. Our total gross

government direct debt in 1940

ures both in dollar amount and in
per cent . of increase. These are
two of many statistics that can be
used to show the high level at
which. our present- economy- is
now operating.”” Since our eco-
nomic system is really one of reg-
ulated free enterprise, the finan-
cial -policies and actions of our
government will have an increas-
ing impact upon our individual
segment of the financial business.

“At 9- o'clock on the morning

of Dec. 24, 1947, the Federal Re-|

serve ‘pulled the plug’ on long-
term government bonds by lower-
ing 'the bid on the 2%s of 72—867.
That caused little consternation in
mortgage offiees, but it had seri-
ous consequences for our business.
It is not only important, but es-
sential that - we 'understand the
implications’ upon our ‘business of

was $43 billion—today it is $258iany change in the policy of  the

billion. These are tremendous fig-

Fegieral Reserve, Board.”

With First California Co. -

(Special to THE FINANCIAL CHRONICLE)
" LOS ANGELES, CALIF. —
Charles Griffith has become af-
filiated . with - First California
Company, 510 South Spring
Street, In the past he was con-
nected with Franklin Wulff &
Co., Inc.

E. F. Hutton & Co. Adds

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—E. F.
Hutton & Company, 623 South
Spring Street, have added John H.
Jensen to their staff.

-Joins - King. Merritt Staff
(Special to THE FINANCIAL CHRONICLE) -

. KANSAS CITY, MO. — Charles

H. Vaughn has joined the staff of

King Merritt & Co. - - -

Duffy With Fred Fairman
(Speclal to TuE FiNancuL Chromiciz) .
CHICAGO, ILL. — Frank X.

Duffy has become associated with

Fred W. Fairman & Co., 208 South

La Salle Street, members of the

Chicago Stock Exchange. He was

formerly with Holley, Dayton. &

Gernon, Brailsford & Co. and the

First Securities Co.

O’Brien With Davis

(Special 1o THE FINANOML CHRONICLE)
CHICAGO, ILL. — Michael H.
O'Brien ' is- now with Paul ‘H.
Davis: & Co, 10 South La Salle
Street, members of the New York
and Chicago Stock Exchanges. He
was _formerly with Paine, Web-
ber; Jackson & Curtis for many

years. : it B

N THE brief period of 12 years NATIONAL
‘} AIRLINES has grown from a small Florida -
sand-dune hepper into a vigoreus international - . -

oot Surl-Drise. Hopping |~

~ To International Transport

craft, and operating only fbur-engined cr&f{ north ‘

-of Florida. -

Ve

carrier.

iin little-ore $han a decade National has expanded |
"its original 140 miles of .routes into a ' 3,200-mile ‘

system.. Extending. from :New York City south to

‘Miami and Havana' and west to New.Orleans, ;
" National’s- present routes serve 29 cities—most of : |

“In addition to ﬁaésén‘ger, mail and express service,
- National now 'o(fers freight service. '!‘t_ne carrying

of freight, begun fn_ﬂy a-year and .a‘halfv'ago,g
showed a 6009, increase in the first 6 months, and

continues to gain. '
National now- has- applications. pending for an: ex- -
tension of its routes. from New: Orleans west to.

b

2ZWX02Z

" them.. busy . seaports,
i 'National’s “present operating. fleet ';;oiisists ',of ‘4
- -Douglas DC-6. transports, 7 Douglas DC-#’s (all ., :
- "built within the past two years) and 12 Loekheed: |
" Lodestars.. National is the- only.airline -operating .-
into vNew"-,Yor‘k': V

! ‘1 Another advertisement in the series by \Equitable- Securities. Corporation: featuring ., _ . . .
"t | Southern. industrial developments, Equit‘abie has helped to-finance many Southe:
i ern-industries, 'is: ready to do .its ‘part in supplying others with. capital funds.

 EQUITABLE

7 321‘UNION STREET, NASHVILLE 3, TENN.

Los Angeles and up to San Francisco. With such |

an extension, the company would be in the unique -
position of linking most. of the' principal ports on ~
three ‘coasts, as well as serving key. cities across .

the southern.United - States.: National, probably--
_the world's fastest growing airline, -is still ex-. . .
exclusively - with . four-engined |’ * panding: _ Atpd - £ G

c oy

Securities Corporation

BROWNLEE O. CURREY, PRESIDENT

TWO WALL STREET, NEW YORK 5, N. Y, .
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Mitchell, Hoffman & Co.
Is Being Formed

;' Announcement is made of the
iformation -of Mitchell, Hoffman &
Co., Incorporated to specialize in
‘Baltimore and Washington Mar-
: kets. The new
firm will
maintain of-
fices at 52
Wall Street,
New York
City; Mercan-
tile Trust
Building, Bal-
timore; and
1424 K Street,
N. W. Wash-
ington. Pri-
vate wire fa-
cilities extend
between of-
fices.

Officars .are
John M. Hoff-
man, President, who will also ‘be
in charge of the trading depart-
ment in the Washington office; C.
Benjamin Mitchell, Vice-Presi-
dent, who will be located in New
“York City to service the organiza-
tion; and H. Clark Helms, Secre-
tary and Treasurer, who will
make his headquarters in Wash-
dington.

Mr. Hoffman, who served as a
lieutenant in. the U. S. Naval Re-
serve during World War II, was
previously with Herrick, Wad-
dell & Co., Inc., in Washington.
Mr. Mitchell was formerly with
Merrill Lynch, Pierce, Fenner &
Beane in the Baltimore and Wash-
ington offices, and during World
‘War II was a lieutenant com-
mander in the U. S. Coast Guard
Reserve.

. Associated in Mitchell, Hoff-
man & Co. are B, Hansford Wills,
., M. Beynon, G. Leslie Sampson,
Russell P. Dotterer, Sophia Fry

and Edwin D, Sampson.

Wall Sireet Men *
Patronizing Pierre’s

We are told that quite a num-
ber of people from the “Street”
seem to like Pierre’s.Restaurant
at 359 E. 50th Street. As one of
our friends puts it, “It is very
intimate and the food and drinks
are wonderful. Besides, they
don’t take your bank account and

~ring it dry.”

C. Benjamin Mitchell

’Eank and Insurance Stocks

By E. A. VAN DEUSEN

This Week—Bank Stocks

Aggregate net operating earnings of 15 New York City 'banks

in 1947, exclusive of security pro:

fits, were 5.3% below 1946 results.

Holdings of U. S. Government securities were 17% lower, loans and
discounts were 3% greater and total earning assets 10% lower. The,
net return on earning assets in 1947, however, was higher than: in
1943, in fact was the highest rate achieved during the past five years.

The following table shows aggregate figures of the 15 banks each
year from 1939 to 1947 inclusive, together with the corresponding

net return on earning assets. The

the four quarterly statements in each year.

asset aggregates are averaged from

Annual Aggregates, 15 New York City Banks

Loans and
Discounts

U.8.G.
Becurities
($000)

4,353,362
5,350,965
6,908,512
8,912,343
12,814,688
14,687,269
15,528,045
13,619,606
11,293,446

(800C)
2,980,883
3,001,830
3,589,324
3,807,242
4,051,150
4,857,748
5,912,328
6,222,336
6,409,718

Year—
1939__
1940
1941__
1942_ .
1943__
1944 .
1945_-
1946__
1947_.

Net
Return on All
Earning Assets

0.94%
086 -
0.75
063
0.61
0.59
0.56
0.60 .
0.63

Net Oper.
Earnings
($000)

83,328
86.154
90,741
96,020
110,954
123,676
127,626
127,819
121,025

All Earning
Assets
($000)

8,844,163
10,040,536
12,174,380
15,347,780

' 18,251,830
20,837,823
22,876,510
21,307,640
19,146,802

It will be observed that the rate of return on earning assets

declined substantially, year after

year, from nearly, 1% in 1939 to

little more than % of 1% in 1945, the low year; the trend turneq

upward in 1946 and 1947.
" The improved earning rate in

1947 was alluded to in a numbe‘r:o.f

the annual reports to stockholders, examples of which are Lstec

below,

Avergge Yield on

U.8. Govt. 8
1946
%

Bank of Manhattan_. 1.53
Bank of New York..-
Bankers Trust
Chase National
Guaranty Trust
Irving Trust
Manufacturers Trust.-
National City
New York Trust 1.48
Public National 1.68

It will be noted that in évery
in 1947 ‘than in 1946. These rates,
comparable, one bank with an-
other, since there are several ways
in which the return can be cal-
culated, and doubtless the method
was not uniform among the banks,

The rates shown are obviously
before operating expenses.

The third and final table shows
the net return on all earning as-
sets in 1946 and 1947 for each of
the 15 banks. Net operating earn-
ings only are considered, against
earning assets at the mid-point of
the year,

144
1.07
1.77
1.40
1.40

BANK

and ¥
INSURANCE |
STOCKS

" .

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

~ NEW JERSEY
SECURITIES

- J..S. Rippel & Co.
" ' Established 1891
“18 Clinton St., Newark 2, N. J.
MArket 3-3430
N. ¥. Phone—REctor 2-4383

Avg. Rvetum on
on Loans All Earn, Assels
1946 1947 21946 - 1947
Yo % £ -
1.80 2.00
V4% higher

1.47

Average Return

ecurs,

1947
Yo

1.61

1.90
1.97
1774
2,12

1.58
1.14

1.67
1.74
1.51
1.97

1.29
1.99
1.52
1.49
1.51
1.70

instance the percent rate is higher
however, are probably not str}qtly

NET RETURN
vs.
ALL . EARNING

174

1.67

199 156

ASSETS .
1946 - 194
%
0.55
0.51 -
0.68
0.59
0.46
0.64
0.62
1.27
0.65
0.68
0.57
0.45
0.72
0.57

%
0.50
-0.55
0T
- 0.60
0.51
0.68
0.62
“1.26
0.79
0172
© 057
0.52
0.75
0.53
1.22

Bank of Manhattan
Bank of New York.
Bankers Trust -__
Central Hanover...
Chase

Chemical

Corn Exchange ..__
First National
Guaranty Trust-___
Irving Trust
Manufacturers Trust
National City

New York Trust...
Public National____
U. 'S. Trust

AVERAGE o

Bank of Manhattan, First Na-
tional and Public show a fraction-
ally lower net rate in 1947 than,
in 1946; Corn, Manufacturers and
U. S. Trust show the same in both
years, while the other nine banks
show an improved net rate of re-
turn. h

Royal Bank of Scotlahd

GEYER

CHICAGO 4

Hubbard 2-8650
BS-297

FRAnklin 7535
CG-105

Providence, Enterprise 7008

. WHOLESALE MARKETS IN
BANK and INSURANCE. STOCKS

&0,

INCORPORATED

NEW YORK 5: 67 Wall Street .
WHITEHALL 3.0782 NY 1-2878

10PostOffice Square 231 S.LaSalle Street 210 West Seventh Street

PRIVATE WIRE SYSTEM CONNECTING: NEW.YORK, BOSTON, CHICAGO,
CLEVELAND, PHILADELPHIA, ST, LOUIS, LOS ANGELES, SAN F’RANCISCC;
TELEPHONES TO: Hartford, Enterprise 6011

LOS ANGELES 14 < - SAN FRANCISCO 4
Russ Building
YUkon 6-2332

'SF-573

Michigan 2837
LA-1086

Portland; Enterprise 7008
Detroit, Enterprise 6088

Incorporated by Royal Charter 1727 -

‘HEAD OFFICE~Edinburgh
Branches throughout Scotland

LONDON OFFICES:
3 Bishopsgate, E. C. 2
8 West Smithfield, E. C. |
49 Charing Cross, S. W. 1
Burlington Gardens, W. 1
64 New Bond Street, W. 1

TOTAL ASSETS
£141,823,667

- Associated Banks:

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

. Financial Analysts Kolding First Gonventicn
Newly formed ‘national federation meeting in New York March -4 -
. with extensive program.
Joseph M. Galanis, of Shields & Co., Program Chairman, has an-

‘I nounced that the first annual convention of The National Federation

of Financial Analysts Societies being heid in N, Y. City today (Thurs-
day, March 4,) has been heavily oversubscribed. Demand appears to

have been ac
least double
the 325-guest
capacity.

The recently
formed. fed-
eration com-
prises groups
in New York
City, Boston,
‘Philacelphia,
Chicago and
Los Ancgelss,

Five forums
will 1un from
12:30 to 5:C0
p.m. at the "
quarters of A .
the New York J.-M. Galanis
Society of Security Analysts, 56
Broad Street. The. 17 individ-
ual - participants, -drawn mainly
from 'the ranks of the various So-
cieties, represent some of the top
talent in. their respective special-
i‘zgd,fie‘lds.' Topics to_be covered
are: - . !
% “Stock . Market Forecasting.”

“Factors Affecting Oil Secur-
ities.”- :
“The - Qutlosk
-Rates.” -
. “Public Utilities Forum.”
“Railroad Forum.,”

for -~ Money

i Sim'ilarly, the final event on the
program, the Dinner Forum, will
offer a panel of highly qualified

* | Losing)

economists and analysts covering
topics certain to be of keen cur-
rent interest to Federation mem-
bers. These are: g
~“Industrial Impact of Lower
Prices”; Martin Gainsbrugh,
Chief Economist, National Indus-
trial Conference Board, Inc!

“Techniques of Investment
Management”: Willjam F. Ed-
wards, Partner and Director ‘of
Research, Manhattan Research
Associates. . )

“Two . Ways of Making (and
Money in  Securities”:
Benjamin Graham, President,
Graham-Newman Corp., Co-
Author, “Security ‘Analysis.”

“Is Boom-or-Bust Inevitable?”:
Alan Temple, Vice-President, the
National City Bank, New York.

Program Chairman for the con-
vention is J. M. 'Galanis, Shields

‘& Company; assisted by Helen

Slade, President .of the New: York
chapter,.of the -American Statis-
tical Association. ;

Officers of the Federation are:
President, . Kennard Woodworth,
Eaton . & .Howard, Inc., Boston;
Vice-President, Lucien O. Hooper,’
W. E. Hutton, New York; Secre-
tary- Treasurer, Richard H. Sam-
uels, Continental Casualfy Co.,
Chicago. )

Bklyn. Chapter (NACA).
Broadcast Tax Advice

. Brooklyn Chapter, National As-
sociation of Cost' Accountants will

¢ | sponsor.a 15-minute -Federal In-
7 come-Tax program -on Radio Sta-

tion WLIB, New York on Sunday,
March 7 at 11:45 a.m:

The tax information, which will
be presented in a question anc
answer type of program, has been
prepared by some of the leading
tax accounting experts in the
United States. Full information
will " be ‘broadcast to clear up
many of the common misappre-
hensions -entertained by the tax-
payer.
| The' speakers . on the, program
will. be Mr. Raymond C. Morse.
President .and.Mr. Thomas V. Gil-
lespie, Vice-President of Brooklyn
Chapter, National Association of
Cost Accountants.
© A similar program will be pre-
sented on Thursday, March 11 at
2:45° p.m.. over Radio -Stations
WHLI and WHNY (FM), Hemp-
stead, ‘Long Island. The speakers
on  ‘this . presentation ~will - be
Messrs. - George - Kattenhorn ~ and
R}xssell_ .Flood, respectively - past
President and Treasurer of Brook-
lyn Chapter, National Association
of Cost’ Accountants.

AFL Financial
Employees Union
Complains Against
Wall St. Firms

Local 205, United  Financial
Employees, . AFL, have filed
charges with the regional Na-
tional Labor Relations Board to
the effect that A, M. Kidder &
Co., 1 Wall Street; Asiel & Co.,
11, Wall Street, -and Drysdale &'
Co., 71 Broadway, have refused
to bargain with the union.

A spokesman for Kidder has
stated that the charges were un-
true, and added “the .union had
delayed a representation election
the company had petitioned the
NLRB to hold. He also stated
that the company does ‘not be-
live the union now represents its
employees. . : .
" A Federal mediator is now con-
ferring with officials of the Stock
Exchange' and- Local 205, in an
effort_to avert.the strike . threat-':
ened by the union.. Similar tal-k;i 3

| 'with the Curb are scheduled.

PR
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Troy Albany Buffalo

s 12,500 Shares . 0
 Franklin Square National Bank -
: CAPITAL STOCK -
< " ($10 Par Value) - o
Stockholders have purchased,. under rights,
e 4,492 shares ‘at $42 per share

We are offering the unsubscribed-balance of
) 8,008 shares at the market. * ‘

~ R. H. JOHNSON & Co.

INVESTMENT SECURITIES
64 Wall Street, New York 5, N. Y.

Syracuse
Wilkes-Barre Springfield Woonsocket Washington, D.C.

PHILADELPHIA
Harrisburg Scranton
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New Issue

$300,000,000
State of New York

2% and 134% War Bonus (Serial) Bonds

Dated March 1, 1948. Due $30,000,000 Bonds each January 1, 1949-1958, inclusive. The Comptroller reserves to the State the privilege
of redeeming, at par value and accrued interest, on July 1, 1956, or on any interest payment date thereafter, all of the bonds
maturing on January 1, 1958. . Principal ‘and interest payable in New York City (first interest date January 1, 1949,
thereafter July 1 and. january 1).* Coupon Bonds in denomination of $1,000 and registered Bonds in denomi-

’ nations of $1,000, $5,000, $10,000° and $50 000 at the option of the purchaser. The Bonds issued in
.coupon : form' may be’ exchanged for Bonds registered as to principal and interest, but Bonds
in reglstered form- may not, be converted or reconverted into coupon form,

. ¥ Ty s e G _
. Interest Exempt from F. ederal and New York State Income Taxes under Extstmg Statutes and Deastons

, Elxgtble, in-our opzmon, as‘legal investments for Saumgs Banks and Trust Funds
Sk in ‘New York, Mauachusetts, Connecticut and certain other States

lee Bonds are acceptable to the ‘State of New York as security for State deposu‘s,
to the Superintendent of - Insurance to secure policyholders, and to the
Supermtendent of Banks in trust for Banks and Trust Compames

‘ ;.MATHRITIES AND' PRICES
(Accrued mterest to be’ added)

B T3 'Coup;n ¢ vl_’r‘it;es.I § ,‘ k (SIS ” Coupon Y Pﬂqes j: g ¢ ‘Coupon,; - Yieldor i oFe o Coupon - Prices &
Maturities ' Rates to Yield 3 ities' '+ Rates. . . to Yield : ' Maﬁunheu Rates Price u Maturities = Rates - to Yield ...,
T1949 29,1 i 809, . . 29 1209 1954 1%9, ‘| 1.559 1957 . 1%9, 1809, -

1980 S 275, i1 1.08 , P20 130 0T 1988 13 11688 - 1958/56 1% - 1.85 (tomaturity)

; - ; : ' 13/1"7 ‘o 140 2 1956 1% 100 (Price) . ? ! e o }

The above Bonds are. offered sub)ect to prior sale for delwery when, as and if issued and received by us
‘and subject to the approval of legalzty by the Attorney General of the State of New York, ',

Interim Certtfzcates wzll be zssued pendmg delwery of Defzmtwe Bonds

The Naional Gity Bark of Ne‘innk ; | The Chase National Bank |
Bank of the Manhattan Company.  First Nationall Bank - - Bankers Trust Company - J.P.Morgan & Co.  Guaranty Trust Company of New York Chemical Bank & Trust Company -

Incorporated

Smith, Barney & Co. * Harriman Ripley & Co. The First Boston Corporation - Lehman Brothers Halsey, Stuart & Co. Inc. Blyth & Co Inc. Laznrd Freres & Co.

Incorporated
Bank of America - The Northern Trust Company The First National Bank of Chicago - Harris Trust and Savings Bank - Continental Illinois National Bank and Trusl Company C. J. Devine & Co.

N. T. & S. A. of Chicago Inc, -

Manufadurers Trust Company  The Marine Trust Company = Hallgarten & Co. . Ladenburg, Thalmann & Co. - Goldman, Sachs & Co.  Union Secuntxes Corporatlon Barr Brothers &Co.

of Buffalo

R. W Pressprich & Co.~ Salomon Bros. & Hutzler -+ Kidder, Peabody & Co. ~ Drexel & Co. - Blair & Cd., Inc.  Phelps, Fenn & Co.  Meril Lynch, Pierce, Fenner & Beane
Shields & Company  Manufactwers and Traders Trust Company ~  Paine, Webber, Jackson & Curtis ~ Eastman, Dillon & Co.  Lee Higginson Cprporahon Estabrook & Co. -
~ E.S.Moseley & Co. ~ Kean, Taylor & Co. - Bear, Stearns & Co. - Dominick & Dominick Schoeilkopf Hutton & Pomeroy; Inc. - B.J. Van ingen'& Co.Inc.  Geo. B. Gibhons & Co.

Incorporated

Mercantile- Commerce Bank and Trust Company  The Philadelphia National Bank - *The First National Bank ~ American Trust Company Seaule First Natmna] Bank  Hornblower & Wesks

"OF PORTLAND, OREGON . San Francisco

-+ Laidlaw & Co. L F. Rothschild & Co. ~ Adams, McEntee & Co. . Bacon, Stevenson & Co.. . Roosevelt & Cross+  National Commemal Bank & Trusl Company State Bank of Albany

Incorpornted Incorporated lbany

Wood, Struthers & Co. E.H. Rollins & Sons Robert Winthrop & Co. Dick & Merle Smith . Hayden, Stone & Co. -Hemphill, Noyes & Co. Alex,Brown & Sons Reynolds & Co. " Coffin & Burr

Incorporated Incerporated

Weeden&Co, Inc. FlrslofochlganCurporatmn Braun, Boswarth &Co. - Trust Company of Georgla Harris, Hall& Company A.G.Becker&Co. A.C. AllynandCompany R.H.Moulton& Company

lncorporated {Incorporated) Incorporated lncorpornbed ' Incorporated

Chas. E. Weigold & Co. ~ Eldredge & Co.  W.E.Hutton & Co. - Tucker, Anthony & Co.. E.F.Hutton & Company - Baker, Weeks & Harden Francxsl duPont & Co. -~ Graham, Parsons & Co.

Incorporated Incorporated

Laurence M.Marks & Co.  C. F. Childs and Company- Hannahs, Ballin & Lee *'W.C.Langley & Co American Securities Corporation ~ Green, EHIS & Anderson  Bramhall, Barour & Co., Inc.

Incerporated -

'W.H.Morton & Co. Fidelity Union Trust Company Tbe Nahonal State Bank  Commerce Trust Company - City National Bank and Trust Company _ California Bark Whiting, Weeks & Stubbs

Incorporated Newark Newark . Kansas City, Mo. Kansas_City, Mo. Los Angeles

- The Ilinois Company William Blair & Company John Nuveen & Co. - Commerce Union Bank Donald MacKinnon & Co. - Swiss American Corporatmu Sage, Rutty & Co.,Inc. Hirsch & Co.

Nashville INC,

Stranahan Hams&Company Ira Haup!&Co ES. Smuhers&Co DeanWItter&Co G.H. Walker&Co Heller, Bruce & Co. TheWxsoonsmCmnpany ThePuhlmNahonalBankandTrus{Company

Incorporated . of New York

New York, Mqrg:h 3, 1948,
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Factors in Railroad Security Analysis

(Continued from page 2)
ninder of weakness, and adverse-
y affecting the overall industry
statistics,

Some Generalizations

It is impossible to deal with the
.ailroad industry as a single in-
sestment problem but it is neces-
ary to generalize on some of the
uroad aspects of the picture. With
1 consistent record of profitable
,perations, the troubles of the
.ailroads, and the pessimism to-
vard railroad securities, stems
argely from the burden of fixed
:harges. These charges consist
nainly of interest on outstanding
sonds. In the distant past it was
;he general practice of railroads
ifter making capital improve-
ments to their properties to capi-
talize such expenditures through
the issuance of. securities. Too
often these improvements were
capitalized through the issuance
of more or less permanent debt.
Except for equipment trust secu-
rities, there was rarely any pro-
vision made for serial retirement
of such debt, In fact, even sinking
funds were few. and far between.
It was just taken for granted that
the physical assels would, if
maintained properly, retain its
full value permanently, and that
at maturity the bonds could be
refunded with a new long term
issue.

It is important to recognize that
this entire philosophy has been
changed since the unhappy ex-
periences of the depression dec-
ade. Practically all bonds issued
in recents years have had sinking
funds. Reorganization plans set
up by the Interstate Commerce
Commission have virtually -all
provided sinking funds not only
for fixed interest bonds, but, also,
for the new income bonds. These
reorganization .plans have, more-
over, . gerferally provided for -the
setting aside of a definite propor-
lion—2% to 34 %-—of gross.every
year for additions and better-
ments to the property. These
funds come ahead of income bond
interest.- Moreover, expenditures
from these funds may not be capi-~
talized in the future. Finally,.in
the past few. years theInterstate
Commerce - Commission has . re-
quired the depreciation at set
rates of certain road properties.
Formerly, most of the railroads
depreciated only their equipment.

Reduction. of Railroad- Debt

Railroad debt hit a peak of over
$10 billion in 1932. It has subse-
quently been reduced by about $3
billion. During this same period
gross expenditures for additions
and betterments to the property
and equipment - (exclusive - of
maintenance- outlays) amounted
to more than $6 billion. Net work-
ing capital in the interval has in-
creased about.$1.7 billion. It is
notable that.the gross expendi-
tures on -additions. and better-

ments. plus the.increase in. work-|

ing capital since 1932 is- greater
than the entire present debt of
the railroads,. including equip-
ment . trust obligations.  These
figures dramatically illustrate the
changed financial philosophy of
railroad management, . =

Naturally, a good part of the
debt reduction has_been’ accom~
plished through reorganization:

Gl'l‘a;rqntkgedk Stocks B
" Bonds....
" Special Securities

. ROAD. STOCKS-BON| S
25 Broad Street” New York 4, N. Y.
Telephone BOwling Green 9-6400 °

o ~1>;fl‘eletype NY. 1-1063

gitized for FRASER

b://fraser.stlouisfed.org/ . .
e ST S ey

About a third of all railroad mile-
age was in bankruptcy or receiv-
ership in the middle 1930’s and
reorganizations for most of them
have by now been consummated.
In addition, however, most of the
railroads that maintained their
solvency during the depression era
have been engaging in aggressive
debt retirement programs. For
example, since 1941 Delaware &
Hudson. and Union Pacific have
cut their bonded indebtedness by
about 50%. Illinois Central has
cut its debt by about 40%. Atchi-
son, Topeka & Santa Fe and Great

Northern have each shaved about:

a third from their debts. So far
as the burden of fixed charges are
concerned this debt retirement
has been augmented by low cou-
pon refunding. ‘Fortunately, the
period of lowest interest rates co-
incided with a renewal of invest-
ment faith in sound railroad prop-
erties. - Fixed . charges are “now,
down - below .$450 million. com-
pared-with a peak of over $680
million. The present charges
would have been covered in full
in_ the year of lowest railroad
earnings, 1938, .

.Competition, Wages and Rates

The three  things most fre-
quently mentioned as unfavorable
factors in the railroad picture are:
(1) competition; (2) wages, and
(3) rates. I will take these points.
all ‘of which I cons.der are being
too heavily stressed, up in order,

By the late 1930’s there was
definite evidence: that serious
competitive inroads had about
run their full course. In other
words, the railroads’ share of
traffic available to all transporta-
tion agencies had stabilized. I am
speaking now merely of fre.ght
traffic. which is, after all, the an-
swer-to railroad earnings. .During
the war the railroads naturally
handled a sharply higher propor-
tion of available traffic than they
had’ in ‘the immediate prewar
years. This proportion has dropped
since the end of the war but is
still well above the prewar level
It will presumably experience a
further gradual decline from here

‘but -I.do not believe that.it is apt

to go all the way down. to prewar
levels." .t R

The most important competitive
factor is the trucks: ‘When. trucks
were giving the railroads the most
trouble they were ‘unregulated
and to a large extent their labor
was not.organized. The interstate
trucks are now subject to as strin-
gent I.C.C. control as are the rail-
roads. Also, the' employees are
now: unionized. - With regulation,
and with its labor organized. the
trucks are no longer in position
to engage in the cut-throat com-
petition which once made them
such a thorn in the side of the
railroads. As a -matter of fact,
their costs have mounted so rap-
idly that the profit margin ' for
the industry has virtually van-
ished. Trucking interests are
among''the most ‘vociferous -pro-
ponents: of higher railroad freight
rates, - s i : 8
. I do not mean to intimate that
trucks are going to disappear from
our highways. There are a num-
ber of functions, particularly ' in-
the short-haul field, which they
can perform far more efficiently
and. economically than the rail-
roads can. I do believe, however,
that in the future trucking activi-
ties will be complementary “to.
rather than competitive with. rail-

road -operations. It is significant/

in_this respect that the railroads
themselves have gone heavily into
highway transportation.
Waterway competition ‘in the
past has also been serious. So far
as inland waterway competition
is.concerned there appears ta be
little prospect of any alleviation.
1t is primarily 'a political matter.

| While ‘it -results in. large deficits

there is little hope that it will be
eliminated, However, -practically
all, if not actually all, of the traf-

fic vulnerable to this type of com-
¥ty LR T RO RV 71

pet.tion has already been lost to
the railroads. No important fur-
ther inroads are likely. So far as
coastal and intercoastal steamship
competition is concerned there
seems to be little likelihood for
its return on a large scale unless
it, like. the inland waterways, is
heavily subsidized. Costs have
gone up too rapidly to allow com-
petition.

As with the inland waterways,
the pipe lines are here to stay as
a competitive influence. Prior to
the war the pipe lines had di-
verted an overwhelming propor-
tion of crude petroleum from the
railroads. Ths can not be recap-
tured. As a matter of fact, it is
possible that this form of compe-
tition may become-even more se-
vere. It is possible that new pipe
1'nes constructed during the war
will' divert refined - petroleum
products from the rails, whereas
before  the 'war it was mainly
crude that was vulnerable. Ef-
forts to prevent further divers'on
to. new pipe . lines center. around
the establishment of bulk, train
loan, rates by the railroads. -

The air lines have captured the
imagination of the public as a
serious threat to- the railroads.
Considering the cost factor, and
the limitation of facilities,” there
are certainly no grounds for these
fears so far as any considerable
amount of freight is concerned.
1t is likely that the air lines will
continue to cut into the luxury
passenger business. This diversion
however, is certan to be.at a
much slower pace in the future
than it was in the past. Air port
facilities at maior points are al-
ready taxed to.their utmost. ‘Any
further wide expansion in air
travel will presumably have to
wait on expansion of a‘r ports and
this w:ll apparently have-to.-be
done. at greater distances'- from
the metropolitanareas. e

The Wage Factor

All in all, I can see little to
worry. about “in - the competitive
nicture; - The railroads are. still
our major -transpertation -medium
and essential to our economy and
defense. The- wage,. factor-is a-
far more serious consideration,- as
it- is ‘with' our entire -industrial
nlant. but there are valid, reasons
for optimism even -on- this- score.

One of the outstanding. charac-
teristics.of the. railroad industry
~ver a long period of years has
peen ' the ability of management
to control the overall wage costs.
‘These wages: constitute the rail-]
roads’ most important cost ele-
ment. The proportion of gross ab-
sorbed - by - wages in the period
1921-41, inclusive, fluctuated be-
tween a high of 50.13% in 1921
and a lew of 45.35% in 1933. Aside
from 1921 there: were onty four
vears during that interval when
wages absorbed as much as 48%
of gross. Those were the three
vears 1930-1932 and the year 1938.
Tn only three vears of the interval
(1933, 1936. 1940) did wages ab-
sorb’ less than 46% of revenues.
Tn 13 -of the 21 years wages fluc-
tuated .in the - extremelv rarrow
range between 46% and 48% of
oross. . This desvite the fact that
during ' the. veriod' hourly :wage
rates more than trebled. - :

. Naturally the wage ratiodropped
sharply during" the - war - years
when freight volume was at peak
levels and -even passenger serv-
ices were profitable, In the read-
justment year 1946, and -influ-
enced by a serious retroactive
ware increase, payrolls absorbed
54.7% of gross. Last year, despite
additional hourly wage increases
late in the year, the ratio-was
orobably.down to about 50%-. It
should be considerablv lower in
1948, perhaps again going down
into that 46-48% range, ;

. .In connection with the few years
‘in the past when the ratio bushed
above the 48% level it is.impor-
tant to.keep in.mind that tradi-
tionally and inherently the rail-

lroads arg rather slow to get ex-
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penses under control. It just takes
time to readjust the service to a
declining traffic volume. That
they eventually can be brought
into line with a lower traffic level,
however, was well demonstrated
in the 1932-1933 comparisons. The
1933 gross was lower than that of
1932 but the wage ratio was re-
duced in 1933 to the lowest po.nt
during the 1921-1941 period. This
lag in getting expenses under con-
trol also helps to explain the poor
1946 showing. In addition, in that
year the railroads had less incen-
tive than usual to cut back quickly
and sharply. A certain amount of
deferred maintenance had been
built up during the war and the

‘roads all had plenty of cash to

spend. Finally, the carry-back
provisions of the tax law gave
them considerable earnings pro-
tection regardless of the level of
expenses. i .
. The- ability over a long period
of years to control wages stems
from the expenditures for addi-
tions and- betterments. 'Heavier
rail and treated ties reduce main-
tenance = needs. - Improved track

structure and new motive power

allow heavier loading and greater
speed. The new, more. efficient,
power improves fuel consumption
performance and reduces, or
eliminates, the need for double
heading and helper service. Cen-
tralized " traffic - control, has al-
lowed. faster time schedules and
better service. Modern shops and
mechanization of maintenance
work have reduced employment
rolls, These opportunities for in-
stituting operating economies
have by no means all been ex-
hausted as yet. This is the reason
why I still have confidence that
railroad management will be just
as successful in the future as it
has been in the past in meeting
the problems presented by mount-
ing hourly wage rates.

Question of Rates X
On the third question, that of

‘| rates, T believe that we have more

reason for confidence right now
than we have ever had in the past.
For: 6ne’ thing, there is little, if

any, competitive pressure- on the:

rate structure, More important, is
the -indicated much more liberal
attitude displayed by-the Inter=

state .Commerce  Commission ‘in.

all recent rate cases. This includes

| passenger fares and mail pay 'as

well as. freight rates. "
There was considerable uneasi~
ness as a result of the lag in 1946
between the effective --date of
retroactive ~wage ‘increases ‘and
the granting of .rate, relief by the
Commission. - This has all been
altered by the 1947 experiences.
Wage increases were not retro-
active.” Those granted the non-

.operating .unions were effective

Sept. 1. Within six weeks the rail-
roads were granted their first
emergency freight rate increase,
amounting to 10% on most com-
modities. Some of the operating
unions settled - their differences
and accepted a wage increase ef-
fective Nov. 1. Before the end of
the ‘year the Commission had
granted another temporary emer-
gency freight rate increase, again
amounting to 10% on most com-
modities. These decisions were
unanimous. Also, the commission
specifically - recognized 'its man-
date from Congress to establish
rates sufficient -to - allow reason-
able profits to efficiently nverated
roads, and to maintain an ‘ade-
quate transportation system. The
railroads demonstrated the vital
nature of their facilities during
the war and considering the in-

| ternational situation it is difficult

to conceive of any national policy
that would allow the system to
run-down.

Last year the railroads had a
net income of.$480-million. Some
people compare this unfavorably
with the $500 million net realized
in 1941 on a much smaller volume
of business. This is poinfed to as
proof of serious basic deteriora-
tion. What is not generally real-
ized is that last year three of our
major carriers, Baltimore & Ohio,
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New York Central, and Penn- :
sylvania, which acocunts for more
than 21% of the industry gross,
contributed virtually nothing to
the industry net, If the eastern
roads were eliminated from the
industry figures it would be found
that the rest of the country com-
pared much more favorably with
the 1941 performance.

Selective Investment

So much for generalities. One
very serious mistake in invest-
ment thinking is that railroad
securities are quite frequently re-
garded as a cohesive group. You
quite often hear some one say
“Railroad securities are attrac-
tive” or “Railroad securities are
unattractive.” Actually it never
has been possible, and never will
be possible, to consider all rail-
road securities as a single group.
To say that the railroads as a -
whole are fundamentally sound
and essential to our economy, as
I do, is not to say that every unit
in the group is going to show high
earning power. It would be just
as sensible to say that because
General Motors was going to do
well, Packard, Kaiser-Frazer- and
Willys-Overland were bound to
do likewise. Such an attitude is
to ignore the fact that there are
quite . a number of railroads that
have reported earnings and paid
dividends on their stocks through-
out their histories while others
have undergone one, two and
even three reorganizations in re-
ceivership or bankruptcy.

Different railroads are vulner-
able in varying degree to the
many forces that work to deter-
mine traffic and earnings trends.
Obviously they could not all be
affected in -identical manner . ta
the different competitive forees
that have been at work, The coal
roads, for instance, have been vir-
tually immune to highway com-
petition and will continue to be
so. Their traffic and revenues,
therefore, have held up relatively
much better than the industry;
or most -other ‘individual roads.
This advantage has been only
partially offset by the fact that
coal itself has been encountering
increasing competition from other
fuels. e B

There are three types of busi-
ness that have been particularly

‘subject to competitive pressure.

These are passenger traffic, lLe.l.
freight, and short haul freight, un-
less it consists of the train load
movement of bulk items such as
coal or iron ore. Broadly speak-
ing, then, it will be found that the
railroads that handled . a,.large:
ambount of passenger business and
Lel. freight, or whose average
haul was relatively short; had the
poorest reveriue trends. It is the
roads that are still heavily depen—
dent on. this type of business that
will again suffer most . severely
when our -general economy re-
turns - to- ‘more ‘nearly ~ normal
levels. .

Pipe line competition ‘is ‘natu-
rally quite limited in its applica—
tion and influence on the indi-
vidual road. To many. of the
southwest carriers the growth of
the pipe lines was a very serious
blow.- It did not, however, do an}
harm to a road- such “as 'Grea
Northern.. The same is .true :of
waterway competition in all of its
phases, inland, coastal, ‘and jnter-
coastal. The only ones harmed to
any great extent were ‘‘those
whole rail lines generally’ paral-
lelled .the . water. .routes.. /These
competitive factors must -all ‘be
studied with respect to the indi-
vidual road  beforé any 'invest-
ment program can be laid.-down,
and. certainly before it is possible
to condemn the entire industry
because it is losing “business, ta
other transportation agencies..

__Territorial Considerations

In .addition to the competitive
factors there are territorial con-
siderations that affect  the traffic
and revenue status of the indi-
vidual railroad..In some respects
these territorial considerations

(Continued on’'page 27) -
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UNION CARBIDE AND CARBON CORPORATION

OPERATING IN UNITED‘ST;ATES AND CANADA

LCCE

CONSOLIDATED BALANCE SHEET

December 31, 1947

ASSETS
CURRENT ASSETS 'v ) st T " CURRENT. LxAizlL_les
: $ 99,230,150 Accounts Payable

Other Marketable Securities (€ost or Market, whichever lower)........ . 1,252,819 . | ;
: ACCRUED LIABILITIES

RECEIVABLES (After Reserve for Doubtful) "o - 7 . -Income and Other Taxes.
Trade Notes and Accounts. ... $ 55,203,718 Interest ..o

AND SUBSIDIARIES

LIABILITIES

$§ 28,199,416

. 100,562,015 i Dividend Payable January, 1948 I . 9,479,788

 § 58,095,667
315,009

" Other Notes and Accounts.... ; 10,227,669 - 65,431,387 v+ Other Accrued Liabilities.. ..ol i 46573558 . 64,984,225

INVENTORIES (Cost or Market, whichever lower) (See Note 2)........0....... 111,971,398 . TorAL CURRENT LIABILITIES ... - .o $102,663,429

TOTAL CURRENT ASSETS. $378,447,769

Fixep Assets (Cost or less) .+ 2.70% ProMISSORY NoTES PAYABLE DECEMBER 1, 1967

b (See Note 3) ...
Land, Buildings, Machinery, and Equipment $520,242,668 . - ey
Deduct—Reserves for Depreciation and Amortization 282,182.965 238,059,702

‘DEFERRED LIABILITIES UNDER GOVERNMENT CONTRACTS ... ™ =~ 1,648,144

150,000,000

6,541,043

~ INVESTMENTS (Cost or less) - ‘ : CAPITAL STOCK OF UN10N CARBIDE AND CARBON
Affiliated Companics .. % T $. 3,127,142 ' CORPORATION—No Par Value—Not including 136,649,

Foreign Subsidiaries 24.338.410 27,465,582 shares held by the Corporation

9,278,163 shares

$192,922,561 -

- DEFERRED CHARGES : : 201,625 shares. issued under Stock Purchase Plan
) ) 0 , for' Employees and held by the Corpo-
Prepaid Insurance, Taxes, BLCu oo 3,353,987 . ration as collateral (See Note 5) 21,618,969

7k : 9,479,788 shares
Postwar REFUND oF ExcEss PROFITS TAX (Canadian Subsidiaries) - y

214,541,530

Less present amount of Agreements.. ; .o 21,450,171

193,061,359

—_——— 2 "
" :8649.109.385 s .” 8
e e— . b

PATENTS, TRADE-MARKS, AND GOODWILI > EARNED SURPLUS

195195410 388.956,769
: $649,109,385

——— ey
e —

CONSOLIPDATED INCOME AND SURPLUS STATEMENTS

Year Ended December 31, 1947

INCOME

. ADDITIONS

‘Other Income (INet) .......ivvmvrriossenoses i 6703499 . §528,548313 ,
- - Net Income for the Year...

 Drpuctions : i
Cost of Goods Sold, Selling, General, and Adminis-
trative Expenses ” $389,420,731
Depreciation and Depletion 16,644,574 il - DEDUCTIONS
Interest on 2.70% Promissory Notes 315,000 Dividends Declared

Income Taxes 46,501,216 .« - 452,881,521 .+ Decrease in Market Value of Marketable Securities at '

December 31,1947

_'INCOM‘E.'STATEMENT X SURPLUS STATEMENT

’ o B v _ , - EARNED SURPLUS AT JANUARY 1, 1947 ..ot $142,297,825
Gross Sales—Less Discounts, Returns, and Allowapcés $521,844,814 7 1 BERTER A FEY ol R ‘ i &

§ 75,666,192

Transfer from Reserve for Postwar Contingencies......... 15.000.000 ‘ 90.666,792
' ‘ ©1$232,894,617

§ 37,692,652 - -

'NET INCOME FOR THE YEAR ' ' $ 15,666,792

Net Income Per Share—On 9,479,788 shares outstandin,

6655 31699207

December 31, 1947 SR EARNED SURPLUS AT DECEMBER 31, 1947.......... e $195,105,410

NOTES RELATING TO FINANCIAL STATEMENTS—1947 5 During; 1947 the Corporation entered into Agreements with 215
employees, including 6 directors, all of whom' devote their full time

! “4-—The principles used in- preparing-the aceompanying consolidated - 1o the Corporation, and 6 officers who are not dircctors, covering
‘+ gtatements for the year 1947 are as follows: Tt ’ : 113,300 shares of its capital stock under the Stock Purehase Plan for
i~ All subsidiaries that are one hundeed per cent owned, and operate., - - : Employees: as appreved and authorized by the' stockhiolders in 1946.
¢ fin the United States and Canada, are consolidated. The -Agreements set ‘forth a price of $100.375 per share, which was
I3 Current assets, deferred charges, current liabilities, and income of '~ the closing quotation on the New York Stock . Exchange on-the date
4 'Canadian subsidiaries consolidated are converted at the official rate preceding the offering: Under the terms of the Plan the price or
. of exchange. Other assets and liabilities of Canadian subsidiaries con- - ; prices shall be such price or prices as shall be fised by the Board of
i solidated sre converted at the prevailing rate at time of acquisition. .. 'Directors in its discretion, but not lower. than seventy-five per .cent of
. Jor assumption. . the market price. Each participant has five years to complete pay-
(7" T'Foreizn subsidiaries, all one hundred per cent owned, are shown as ment, and interest at the rate of two per cent per annum will be paid
.i Anvestments. ; i . S L = on the unpaid balance. The Board of Directors may take such action:

Afiiliated companies, less than one hundred per cent but not less * from time to time with respect to extension of time of payment as in
~ ity percent-owned; are also shownas investments: The equity- - the discretion of the Board is in the best interest of the Corporation,:
~§n the nét worth of these affiliated companies inereased $2,934,227 be- Stock covered by the Agreements is pledged by the participating em- .
.+ gween-January 1,-1938 {or date of: acquisition, whichever. is later), - - ployees as collateral security for. payment.”Shares are released from’
‘! ‘and the date.of latest ‘unaudited financial'statements.: Of this'in-- - . the pledge toithe participants-in blocks of 25 ag payment therefor is.
Lrease, $716,057 -is-applicable to the current period. .completed.. Each participant has also agreed to apply against the

-/~ [necome ineludes- dividends paid by foreign. snhnidiaﬁe:i and affili= " « unpaid balance the amount, if any,-by:which the dividends pakl to . -

: 4 :hledvcbmpanica.out of-surplus earned since date of-acquisition.. . - ... himon the:pledged shares execed the interest. The Plan provides that
&  Thventories: totaling $111,971.308 consist of the following major.. - if & participant shall die the Cofporation will offer, for a period of
*, “Tlasses: Raw Materials and Supplies, $44,237,240% -Work ‘u Process,  -SIX. months following his death, ta repurchase the unpaid-for shares
- $34,389,029; Finished-Goods, $83,345,820, & (.. 15,0 .« oo w oo at thé price. to be paid-by:such participant. Since the inception of the ™ -
3—"l1|e'pm;nissory fotés provi(le‘ forthe fayett of principal fn the. - Plan in-1948 ‘a- totak of 202,000 sharesi have been ‘issued of--which
- -amount - of- §10,600,000 per year-beginning on-December-t, 1958, -~ - 2oL s25 atared 8 haldby the Copporatiy s cgl_lft&:‘ﬂl., ‘ :
&—A review of the -operations for the year 1945-under the Renego-.. -.6—Union Carbide-and Carbon.Corporatian and.several subsidiaries
Aiation Act was made, Pending final settlement the cash refund to-. are defendants in suits brought by employces for additional wages
the Government, estimated to be $271,196, has heen charged to Ac- for the current and prior years, an equal amount as-liquidated «lame
- crued Provision for. Wartime Adjustinents. The balance of $6,541,043 . * - ages, and attorneys’ fees and costs. Such suits.are commonly referred
*““¥emaining in-the Accrucd Provision for Wartime- Adjustments, re-.” © to 'as “Portal:to-Portal Pay' Suits.” Approximately. one-half of such -
sulting -Trom:charges -against income. in-prior years, has been.trans«- .- suits which had been pending have becn dismissed witheut Hability. |
- ferred to Reserve for Contingencies.  * or. costs to the Corporation or its subsidiaries. .

%

.. Although it is not possible to foresee with certainty the outcome of

such suits as are still pending, they do not appear to require the mak-
ingdnf provision therefor and accordingly 1o such provision has been
made. . '

7—Union Carbide and Carbon Corporation-lias agreed to maintain
the assets held by the Trustee of the Savings Plan for Employees in
an-amount sufficient to permit the distribution of the Trust Estate to
the persons entitled thereto. - , ST RS T ' i

_AUDITORS® REPORT
TO DIRECTORS AND STOCKHOLDERS OF = . - .-

UNION ‘CARBIDE AND CARBON CORPORATION; . ., "y
-We have examined the balance sheet of Union Carbide and Carbon

- Corporation and its one huhgdred per-cent.owned subsidiaries-oper-

ating in the United States and Canada,-as-of December 81,1947, and

~ the statements of income and isurplus for the year then:ended, have

reviewed the system of internal control and accounting procedures
‘of the companies and, without making a detailed audit of the trans- !/

* actions, have -examined- ori tested -accounting- records of -the com-

panies_and other supporting evidence.by. methods and ‘to the extent

we deemed appropriate. Our examination was made. in accordance . '

with generally accepted auditing standards and included all pro-
cedures which we considered necessary in thé circumstances. " °

In our opinien, the accompanying balancesheet and related state- : '

ments-of income and surplus present fairly the pesition of Union
Carbide and Carbon Corporation and its subsidiaries consolidated at - *
December 31, 1947, and the results of consolidated operations for the

" year, in conformity with generally accepted- accounting - principles

applied on a Basis consistent Witlrthat of the preceding year, ™ . "'i/
et Sttt L HURDMAN AND CRANSTOUN o
New York, N, Y., February 28, 1948 ' Certified Public Accountants

Products of Divisions and Units of’U‘CC imlude

s

) . % . .
L1NDE OXYGEN" o PREST-O-LITE ACETYLENE - % PYROFAX'GAS~ * * BAKELITE, KRENE; VINYON, AND VINYLITE PLASTICS ' NATIONAL ‘CARBONS.. *

¢<. EYEREADY FLASHLIGHTS AND BA’ITBRIES.”

PRESTONE AND TREK ANTIFREEZES ¢ ACHESON ELECTRODES ¢ ELECTROMET ALLOYS AND METALS ¢ HAYNES STELLITE ALLOYS ¢  SYNTHETIC ORGANIC CHEMICALS™

gitized for FRASER
p://fraser.stlouisfed.org/
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] Barclay Investment Adds

. (Special to THE PiNANCIAL CHRONICLE)
CHICAGO, ILL. — John A,

Dubach has been added to the.

staff of Barclay Investment Co.,
39 South La Salle Street.

Prospectus wpon request from
your investment dealer, or from

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

NEW ENGLAND
FUND

ORGANIZED 1931

General Distributor

Coffin & Burr

Incorporated
, Founded 1898
BOSTON
NEW YORK
HARTFORD

PORTLAND
BANGOR

Manhattan
Bond Fund

48 WALL STREET NEW YORK 5. N Y.
105 ANGELES CHICAGO

Keystone
Custoclmn

: Fun&s

* Certificates of Participation in
INVESTMENT FUNDS

investing their capital

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

PREFERRED STOCKS
(Series K1-K2)

“COMMON STOCKS
(Series S1-52-83-54)

Prospectus from
your local investment dealer or

The Keystone Company
of Boston
50 Congress Slr,eet
Boston 9, Massachusetts

Mutual Funds

* By HENRY HUNT
“57 Varieties’”

Interest in mutual funds is steadily growing. However; even
among people in the financial business there still appears to be
abysmal ignorance as to just what the mutual fund business has'to
offer today. Recently the head of the resemch department of a

prominent member tirm received®

from one of its out-of-town cor:e-
spondents the follow.ng wire:
“List three most attractive mutual
funds in order of attraction.” I
the wire had read, “Which three
Heinz food products do you sug-
gest we buy?” or “Wife sick, send
three different kinds of pills you
recommend,” it would have made
just about as much sense. There
are nearly as many varieties of
mutual funds as there are Heinz
foods and it is just about as silly
to recommend three of them to
an unknown investor as it would
be for a doctor to prescribe for a

_| patient sight unseen.

The mutual fund business is de-
signed to fill the needs and pref-
erences of most. investors.
important for the salesman to find
out what his client’s investment
objectives are or,.if he has none,
something about his finaneial po-

sition, dependents, etc., before he|

offers an individual fund. Sales-
men should first obtain- answers
to the following questions:
_ (1) Are you interested primar-
ily in preservation of capital or
growth in principal?

(2) Is income of primary 1m~
portanee to you?

(3) Are you willing to assume}

some risk to obtain an above av-
erage return of 6% or better?

A popular solution to the prob-

lems_of many, investors.in recent

months has been the balanced

fund. whose portfolios are com-}

posed of bonds, preferreds and
common stocks, with the various
issues ranging in quality  from
semi-speculative to highest grade.
Such funds are in effect continu-
ing trust funds similar to the
Common Trust Funds which are
available through some banks.
They are the type: of investment
media - in which a person with
limited capltal might well mvest
his entiTe savings, v

“New Deal” leerahsm
Under the pretense of giving

|you what  you. want, they take
laway what you already have. —

Douglas “Laird.

.

Cyclophobia
“It seems that our fear of eco-

|nomic cycles may well be called|

hereafter by the quite appropri-
ate term of ‘cyclophobia.’ Such is
the term coined for it in his latest
market letter by Robert S. By-
field, member of the New York
Stock’ Exchange. He defines it as
a neurotic fear of fluctuations re-

sulting .from . the violent changes|

in our economic fortunes sincz
1914, It is clear, says Mr, Byfield,
that for many  years- this country
has been suffering from a type of
economic psychosis or fear com-

from authorized dealers, or

SELECTED INVESTMENTS COMPANY

It is|

plex, whlch "has caused the dis-|
counting and sometimes over-dis-
counting of bad news very far.in
advanee and neglecting the ad-
vent of good news until after the
fact. He notes that certain mem-
bers of Ceongress recently have
been exhibiting severe symptoms
of this malady, since they  are
frightened when commodity
prices are actively ‘advancing and

'even more frightened when there

is a possibility of a substantial de-
cline.. Presumably their'desire is
no fluctuations at all, - but the
trouble with this type of economy;
the broker adds with fronic: hu-
mor, is- that when there-are<no

fluctuations there will also.be o |-

Congressmen, judging. by s‘ome
unfortunate -examples' overseas.”

-—Reprinted from. the, New York -

“Herald ‘Tribune.”

How to Prevent a Nose Bleed
Keep yout nose outof other
people’s busmess
Price Structure # o y
- Vanee, Sanders’ Edward E Hale

wntes in “Brevits” in paxt as- folo Geite

lows::

“The recent decline in certamd
farm commodity priees’ can’. be
said to pressage the possibility: of
a general decline in .other com-

: modities, including industriat raw

matcrials. In the long run, how-
ever, a development of this kind

can oniy lead to better and, more i

stable economic. - conditions ;

“It is, of course, not wortb ar- s

guing the point that some, per-
haps many, businesses will be
adversely affected by such a.de-
velopment;
too sorry for the business man or

'entrepreneur whe - may. perhaps

have foreseen this. possibility: but
has. gone blithely on " his .way

without taking some steps to pro-| .
tect himself .against a loss in in-|& "

‘}';InveSl,mehl Bond Club of:-PorIlandi Elects :

business is prepared ‘and’would|. .. PORTLAND, ORE.—The Investment Bond Club of Portland eld

ventory values. The general facts,

however, point' to the.conclusion|.-

that a large: segment of American

welcome a. stabilization of . prlces
at eonsiderably lower" levels..
“Have common stocks,_dls-,
counted the possible effects.of a
deflationary ‘trend which may ‘de-
velop from this point on?.  While
we do not profess to know. the an-
swer to this question, we "think
that the following comments: re-
cently made by Mr. Edson. ‘B,
Smith, Financial Editor.‘of the

Boston -“Herald,” ‘are rather per— .

tinent at this t1m°

“‘We do not see the shghtest /

reason why lower prices for.farm
products ;sheuld be -regarded. as
bearish on stocks because the de-

flation cannot get out of hand so|j

long as the government support
program is operative. The stock
market did not go up with wheat
and corn. One cannot fall out of
bed if one has been lyinig on the
floor all the while.

WELLINGTON
Q> FUND

establishied 7923A

pro spe:hu from

but we <¢annot fee”|

It. does. not |

- 1dent

WU ESTHET 04D |

S Fiake  onse 16 - say that béeaus>

something’ which * is * high must

come down, 'something which is|

low ‘must come down also.””

Super:alesmanshrp

A supersalesman is one who
can sell a.double breasted suit to
a. man with a Phi Beta Kappa
Key y ;

Retail Tradc Outlook

Calvin Ballock’s current i-sue
of “Perspzctive” discusses the out-
look - for retail trade and con-
cludes as follows: “It must be ad-
mitted, of course, that while the
favorable aspects in the outlook
for retail trade -are completely
valid; they are fundamentally of
a longet term nature. The un-
favorable aspects are more imme-
diate., A lower price level, it is
generally agreed, is greatly to be
decired, ‘but it must be recog-
nized that this lower price plateau
cannot be attained without a cer-
tain degree of economic distress.
Lower. prices’ will over the near
téerm be-translated into a reduced
v_‘ol;ime of sales. and narrowing

profit margms In .the long run .
lower prices should stimulate-
buying, but until ‘rétailers have a
clearer.idea of the level at which
the price decline will flatten .out ..

ithey are likely to curtail their
 forward orders and to trim the

inventories: which have in recent
months reached very high dimen-
sions.” k

Not Now

“These Things Seemed Impor-
tant” issued by Selected Invest-
ments Company of Chicago quotes
from “Iron Age” as follows: “Al-
though no ore knows for sure, it’s
a good guess current slump in
commodity market and sympa-
thetic reaction in stock market
will have no effect on steel de-
mand and output. Nor will it be
of any importance to heavy dur-
able goods  activity. Plant /and
equipment are wearing out faster
than they ‘are being replaced.
Steel - inventories are not larger
than they should be'in relation

to demand Maybe at some later
 date. the affxmty waI eome,- but

not now T i 4

':NstA*'._‘N‘aiéfs”'7

£

'lWIN CITY BOND TRADERS ASSOCIATION ] o
Thn Twin Clty Bond Traders As=0c1at10n w111 hold then' spmg .

party on:March 18 at the Nicollet Hotel in Mlnneapohs
"LUMINARY OF THE WEEK

Harold ' B.

Sm;th, New York City resident

“manager for the New York Stock Exchange firm
of Collin, Norton & Co., 120 Broadway. The: jo-

~ vial Mr, Smith is the Chairman of the advertis-
ing committee of the National ‘Security Traders

Acsociation and does a sterling job each year of
swelling the Association’s treasury, promoting ad-
vertising for the Annual Convention.

Mr. Smith will “be celebrating his birthday

Harold B. Smith

next Tuesdey, March 9.

their annual election of officers and a Board of Gevernors Feb. 24,

\yith the - following results: President,- George® A.* McFaul, Partner, -

Hess. & McFaul; Vice-President, L. Brooks Ragen, Resident Partner,
Toster & Marshall; Secretary and Treasurer, Elbert H. Green€, Sales
Manager, Conrad, Bruce & Co.. Other members of the Board of Gov-
érnors. elected were: Ray K, Daugherty, President,- Daugherty, Céle

-&'Co and Charles N. Tripp, Senior Partner, Charles N: Tripp ‘& Co.
3 Lawrence w. Shlels rartner, Camp & Co was the retlrmg Pres-

Wrth Dalton & Co.

(Specinl ‘t6 THE FINANCIAL CHRONICLE)

Timberlake & Co. 'rAddé
(Snecial to: THE FinaNcimt CHRONICLE) :

PORTLAND, MAINE —. Harry'

i MILWAUKEE, WIS. —John D. i
Naber has joined the staff- of‘Weeks has been added tothe staff -
Gardner F.. Dalton ' & Company, of * Timberlake & Company, 191
- 135 North Water Street : |1Vﬁddle Street Yo . 5

your investment dealer.v'
or

135 South La Salle Street s < B
PHILADELPHIA- 2, PA.

. CHICAGO 3, ILLINOIS
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‘How Britain Fights Inflation |

THE COMMERCIAL & FINANCIAL CHRONICLE

By PAUL EINZIG

Stressing Labor Govermmeni’s “bold venture” in freezing wages. as
well as pricas despite workers’ an‘agonism; Dr. Einzig points out
controls are Imitzd to essential industries and this may accenfu-
ate transfer of labor {o. unessential production.. Sees need of
employzers’ cosperation in relraining from increasing output . of

non-essentials for success of anti-inflation policy. :

L()NDON, ENGLAND—A¢t last. the Government has taken its

courage in both hands, and has embarked on a bold anti-inflationary

po}lcy, Even though the vicious spiral, in which wages, costs and

prices are chasing each other intermirably in an upward direction,
T e o -

has not been
proceeding in
Britain at a
pace compar-
able to the
non-stop in-
flation in
France or
Italy, never-
theless, ‘it has
been - making
unmistakable
progress gince
the end of the
war. - Encour-
aged by  the
fact that ' the
country. is
now con-
trolled by a Labor government
and - that government is largely
controlled by the labor unions, the
workmen in various trades have
been competing with each othet
in putting’ forward. demands for
higher pay. And even though tte
officials of many unions are aware
of the broader implications of ris-
ing wages, they are not in a posi-
tion to refuse to endorse these
demands, because they are afraid
+.that the' Communists might un-
derimine”their ‘authority :

couraging+unofficial strik

;' In “such” circumstanees:: it $o¢
. No mean courage for ‘the govern-

-ment to decide-in favdr of a pol-
icy aiming-at checking a further
Ancrease of wages. 'Even its critics

’

Dr. Paul Einzig

must admit. that tae new policy |

announced by the: Prime. Minis-

ter a few weeks ago was. a beld

.venture, since it was bound to an-~
tagonize the industrial , workmen

..on whose support:the’governmeat
. depénds:.for. its existenge. ~The
¢ ,fulji{l-{%élw'thé n-

means ; by, . whigh i 1he...uupw
~frend: “-of . *priees .could:, possibly
have” been checked. For priees
have. been rising in ‘spite.of, the
deflationary effect of - the bud-
getary. surplus- which' is- expected
to. amount.to something like four
billion dollars duriig. the fiscal
year 1947-48; in spite of the sharp
reduction of ‘the mnote circulation
during recent.months; and in spite
of the- enforced. reversal of the
Treasury’s. cheap money policy.
It is evident that all these fac-
tors are of secondary importance
in comparison:with the factor of
rising wages which mean ot only
higher costs of p-oduction but also
expanding purchasing power of
. the: home consumer, whieh ' tends
to drive-up-the prices of uncon-
trolled ‘goods. ) .

- Some -critics. of the 'governiment
argue that the effort to check the
upward trend of ‘wages:- has been
too timid;- that: the - government

- ought: {0 have fixed- a ‘ceiling’ to
-wages by legislation.” But tliose ac-
quainted-with: the-realities of ‘the

- situation in Britain-must be aware
... that, "preferable: as :such" drastic
:methiods “would: have been: ‘they
‘¢, were impracticable. . The result’ of
.any:such.intervention would have
Jbeen-an epidemic of strikes which
Britaia eould ill afford-at present,
A -few  weeks’ stoppage  in: the
coalfields ‘'would 'be: sufficient to

« Inflict. the'-gravest : possible: dam-
age on- the: British ‘economic:sys-

- tem. -‘The-government-had to-re=
sort to a device by which the'rise

- 6f.wages could be stopped - without
dangerously - antagoaizing” the

- workers. One of the solutions:sug-

. gested .was ' that, ‘simultaneously

with the announeement of the
new policy by which the govern-

' | talists should be anaounced.

ment aims at- discouraging wagz
increases, the imposition of heavy
1ew taxes on employers and cap.-
It
is to the credit of the government
that it did not yield to the temp-
\ation ‘of achieving popularity by
such means. The rich are alieady
taxed to' the extreme limit in
Britain, and any further taxation
would have' paralyzed individual
initiative oa whizh the. non-na-
tiocalized iadustries . (amounting
to abeut 80% of the. couniry’s to~
tal incustri«I pro.uction) sall de-
pend..

the same time to'satis’y the work-
ers tnat sacrifices are demanded
.rom both sides, the government
aas. struck - upon an ‘ingenious
formula. It hescalled upon: em-
cloyers to chieck the rise of prices,
md to reduce profits of their. own
ree will, To make the appeal

authorize the increase of the price
of goods which are under official
control. This' means that™ should
n any: of the industries concerne
the: workmen put forward:wag

-y demands, the employers:-would
| only be able to meet it in 50 far as

{this is possible by reducing. their.
own profits. It would not longer
be possible to grant the demands
axd. to raise prices accordingly;
The:situation.is less satisfactory.
as far as the industries engaged
n: the ‘production of “uncon=
trolled”. ‘goods - are’concerned,
There is nothing: to prevent em=
nloyers. in - such " industries: from
buying. industrial  peace . a1
.- ost. of satisfying all ‘wage claims,
-and - passing “the . higher- ‘cost . 0a
the defenseless .consumer;  And.
wages are kept down “in-the ‘con
trelled industries; engaged-mostly
in “the projuction of  essential
700ds; and ‘are allowed to rise in
the  uncontrolled" industries,” en-
gaged mostly in the produetion of
less . essen ial" goods, then- the
trend of the transfer of labor from
essential to' unessential’ produc-
tion - will" - become accentuated.
This would mean that there would
rot be enough coal miners or tex~
tile workers, but the shop win-~
dows would be even more cram-
med: than they are now with a

goods. The only way of prevent-
ing this. without extending: the
existing degree of controls would
be bv a full response on the part
of the employers. If' they. re-
frained from increasing their out-
put of ‘unessential goods; and did
their best -to” keep - down wages
and priccs; the government’s an-
ti-inflat’onary -policy " would - su¢-
ceed. ‘Otherwise it ‘will fail.” "

"It is too 'earlyto-express an
opinion how ‘far the ‘experiment

_making. Those ‘who' criticize it
are unable to put forward a prac-

factory. response-omn ‘thé part. of
the workmen, . though. symptoms
to date have not been very en-

ests of the British 'employers that
they should make a gesture show-
ing .their willingness. to. do_ their

them. Otherwise it is certain that
the government. will resort “to

higher taxation of profits or to.an
|extension of the existing system
of controls. :

In order to avoid this and at|'

more effective, the govérnmentian- | b7
wounced that in future it may not

Ahe

variety of expensive uneszeatialy,

is likely "to- suceeed. " But itowas |
an experiment” decidedly *worth | = -

ticable alternative. Quite possibly |
there: may-be a reasonably. satis-|

-2 Outstanding Dec, 31, 1947

By ERNEST T. WEIR *

Shoricomings of ERP

Chairman, National Steel Corporation, Pittsburgh

‘Asserling neither fear of economic collapse nor of communist domination: are valid basis for Marshall
Plan, Mr. Weir advocates furnishing only urgent relief for human suffering by proven agencies and the
withholding: of reconstruction aid until European nations make efforts toward greater production and
self-help and until a thorough, careful, and further study be made of effective use of our aid as well .

as its effects on U. S. economy. Advocates no- commitments beyond one year.
Because of the government’s elaborate publicity system there is no doubt that the in-

terpretation of the European situation which has received the greatest attention from the
given by the State Department and other Administration

American people ‘is: the one
sources. Boiled
down, this in-
terpretation is
that the coun-
tries of
Europe are on
the verge of
collapse and
that wunless
they receive

large - scale

help which
can be given
only by the
. United States
they will rush
Leadlong into
communism.
This theme
has been the basis of a tremen-
dous propaganda campaign, The
purpose of that campaign is to

Ernest T. Weir

high pressure the American
people into quick acceptance of
the Administration’s particular
plan of foreign aid.

In' my ‘opinion, this basis for
European aid is entirely invalid.
In the first place, I must confess
frankly that I do not know what
is meant when a nation is de-
scribed as being in danger of
“collapse.” Nations' just don’t
collapse. Throughout history, na-
tions have for - various reasons
been in very poor condition and
they have: usually -recovered. If
European peoples had nothing- left
except natural resources, their
bare: hands, and the spirit to work
they would rebuild. That is a'law
of ~ life.. .Obviously; the nations
of -Europe will recover. :quicker

and with less hardship if they re-
ceive proper outside aid and use -
it wisely. My point here is not
that we should deny aid to Europe
but that the fundamental situatien.
does not justify the extreme and
emotional language that is being
used to rush this country into an
aid program. The- situation does
not warrant emotional haste. IL
demands calm, hard-headed ex—
amination and deliberation, and
the time needed for this can be
(Continued on page 26)

*Statement by Mr, Weir before
the Foreign Relations Committee
of the House of Representatives,
Washington, D. C., Feb. 25, 1948.

an;:l‘fz;atgd Balance Sheet—December 31, 1947

ASSETS
¢

7] P

N

BARNSDALL OIL COMPANY

and Subsidiary Companies

:-U, .8, 'duvernment Securities, at Cost.
.U,’S. Treasury Tax Notes, at Cost.._
* Accounts Receivable 4

1% 8,532,260.54
~_ 7 998,869.43
1,269,000.00
4,406,001.11

. Operating Charges:

Inventories of Crude Oil, at Market_..._.

Inventovies of Oil' Products, at Market.

-Inventories of Supplies, etc., at lesser- of Cost or

Markel

1,044,224.30°
'273,987.14

770,363.42

Taxes, General

Totak. Current Assets

-fl\lév.es‘l‘l;qcnts in Stocks, Bonds and Mortgages of
Other Companies, at Cost or Adjusted Values:

Bareco-Oil Company, Common Stock..
Giher Investments

RN Al i i
$17,204,605.94 Net Operating Profit

~$  214,728.05

Barnedall Oil Company Stock Held. by: Subsidiary
(4,800 Sharcs)g'

Cempany Not Wholly Owned,

—3 214,728.05

Deduct:’
Interest

For the Yaeér Emléd December 31‘, 1947
Gross Operating: Income > .

Income Before Deductions_-

LTy
%t

Consolidated. Statement of Income .and Earned !

Surplus , T

N

$24,433,212.50

Costs, Operating and: General Ex-

$ 6,609,154.82
1,314,928.61

7,924,083.43

$16,509,129.0%

Non-Operating Income: -
Dividends and Interest
Profit on Sale Capital Assets_

41,840.35
655,983.62

697,823.9'%
$17,206,953.04

24,000.00

Fixed Assets:

" Plant and Equipment, at Cost.
Lcss:  Reserve for Depreciation

. Oil and Gas Leaseholds, Developed and Unde-

veloped

Deferred Charges to Operations:
" Prepaid Expenses, Advances, etc.

Total Assets

LIABILITIES; CAPITAL STOCK AND S.U_RPLU_S

Current Liabilities: .
.Accounts Payable

Other Deductions:

$49,228.937.83 | " Dpepraciation

25,811,9217.04
$23,417,009:39

1.00
$23,417,010.33

Provision for Federal

--$ 3,016,138.08

- Averued Expenses_.

119,625.26 | Less: Dividends Paid_

‘. Accrued Taxes; State and Federal

Tctal Current Liabilities

c‘-;;i@hl'sma and Surplus of,suhsidlary Company - .
Not Wholly. Owned by Barnsdall Qil Cempany:: = - - 1940 "~

2,310,686.45

e sidiary Company
$ 5,446,449.79:

Profit Before Other Deductions

Net Profit Before Federal Income

Net Profit Accrued to

Earned Surplus at Beginning of Year

-| Earned Sur-plus Since - December 31,

79,234.54.

- $17,127,718.50 -

$1,389,382,14

Lease Purchases and Geophysical
© ‘Recearch Expense

Intangible Development; Costs_
Profit Applicable to Minority

1,978,217.63
2,411,533.15
550.27

5,779,683.1%
$11,348,035.31
Income Tax_ ... 2,229,004.52
$ 9,119,030.79

14,619,400.32

Company

$23,738,431.11:
$3,446,125.85 !

Portion of. Dividends. Paid to Sub-

6,784.16 )
3,439,341.65

$

‘Capital: Stock.
T Burplug

Capital Stock (Par Value $5.00, per: Share):
) 4,000,000 sh. *
2,258,779 sh.
35,472 sh.. >
35472 sh. - -
2,223,307 sh.
2,223,307 sh

Autharized

Held:in- Treasury:Dec. 31, 1947-__
+:.Held in:Treasury Dec. 31, 1946: ...

" Outstanding Dec: 31, 1946

couraging,- But-it is to the inter-|: . -

Slj l:plus‘:

" Capital i SuUrpIUS ol e e
: € ' ~Earned Surplus,. since Dec. 31, 1940l
best in so far as it depends .on i 4

e .

+ Total Liuﬁillﬂes, Capital Stock and Suri:lusA$4l.086.492.05

32,485.00
17,414.00

49,899.00

Ada: :

* Company Stock.
'$11,116,535.00,

, Deduct:

eo-_$ 4,154,518.84
______ 20,299.089.42

Capital Surplus, December 31, 1916

$20,299,089.42

Capital Surplus '
$3,047,241.45

- Realization of - Assets. . previously
charged to- Capital Surplus
" Realization from 3ale of Bareco Oil

$151,418.47
957,571.25 :
' 1,108,989:72
$ 4,156,231.1%7

Barnsdall Oil Company portion of
excess cost over par to a subsidiary
company not wholly owned of its

1,712.33

$24,453,608:26: stock purchased

Cipital'Sumlus, December 31, 1947

$4,154,518.84
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- Canadian Securities

By WILLIAM J. McKAY

Against the grim backdrop of recent international events the
prospects for a desirable and early return to economic orthodoxy
appear increasingly dim. The main issue is now brutally apparent,
and present circumstances now dictate a single-minded policy devised

to ensure the survival of the dem-~
ocratic world, Military warfare is
now replaced by power politics
backed by economic force which
must have the quality of rapid
mobility,

Since the end of hostilities it is
fortunate that by grace of the fi-
nancial assistance accorded by
this country and Canada, the
economies of Britain, the Euro-
pean democracies and China have
been bolstered against chaotic
collapse. Unfortunately, however,
the Bretton Woods schemes, which
failed to envisage the actual con-
ditions of the transition period,
have proved to be entirely inade-
quate, It is now only too evident
that it is too late to reconstruct
the machinery of the International
Fund and the World Bank in or-
der to cope effectively with the
stark realities - of the present
erisis,

‘For example the battle for the
survival of the pound as an inter-
national currency and the main-
‘enance of all its ramifications
throughout the * civilized world
constitutes a vital front in the so-
called cold war. Even the ques-
tion of competitive costs in the
struggle for world markets loses
much of its importance when the
hasic problem of British economic
stability is considered. In other
words a forced devaluation of the
pound and the concomitant dis-
fuption of the vast sterling trad-
ing area would represent a major
victory for the enemies of democ-
racy. ‘ g

What still remains comparative-
ly orderly in a disorganized world
must be preserved at all costs.  So
much has already been sacrificed
in worthy endeavors to return to
a state of normaley that it must
now be realized before - it is
too late that we are not living
in normal times. Consequently in
order to defeat the present efforts
which have as their intent the dis-
organization of the remaining

_ democratic systems it is now re-
grettably necessary to resort to
measures more in accordance with
wartime exigencies, -
. In the spirit of this mentality
it would be logical to supplement
the resources of the International
Fund by the institution of an in-
dependent U, S.-United Kingdom
exchange stabilization fund de-
s;;gne;d to remove any fears con-
cerning the vulnerability of the

| CANADIAN BONDS

GOVERNMENT
PROVINCIAL
MUNICIPAL
CORPORATION

CANADIAN STOCKS

ot

'A.E.AMES & CO.

INCORPORATED

TWO WALL STREET
NEW YORK 5, N. Y.

i} RECTOR 2-7231 'NY-1-1045

pound. Another constructive step
in the same direction would re-
sult from the active revival of the
wartime Hyde Park. agreement
with Canada. This in conjunction
with a recognized stability of
sterling would remove the uncer-
tainty as the course of the Cana-
dian dollar and would permit
Canada to play a more force-
ful part in the reconstruction
of the democratic world. In
addition the implementation of
the Hyde Park arrangemen’
wouild, as during the war, result
in greater Canadian production of
basic requirements for industria’
and stock-pile purposes on this
side of the border.

During the week the lowering
of the Bank of Canada support
level-for Dominion bonds was re-
flected in a . marking-down of
srices for internal bonds in this
market but at the new level sell-
ars were conspicuous by their ab-
sence, The external section was
also inactive  and prices were
mostly unchanged. In a dull list
of stocks the gold issues were the
only bright feature. Interlisted is-
sues were especially firm and the
upward movement was spurred
by investment demand from New
York. Switching from industrials
to golds further indicated that the
Canadian gold-mining industry is
at last on the up-grade.

James |. Brennan Is
With S. Weinberg Go.

James I, Brennan, - formerly
with Hoit, Rose & Co., has joined

James I. Brennan

the Trading Department of S.

Weinberg & Co., 60 Wall Street,

New York City. Prior to his as-

sociation with Hoit, Rose & Co.,

lgL’Ir.cBrennan was with J. F, Reilly
0.

Bryant With Morrison

(Special to THE FINANCIAL CHRONICLE)

MIAMI, FLA. — William H.
Bryant has become affiliated with

By DONALD GORDON~*

Canada’s Exchange Disorders and the Remedies

Deputy Governor, Bank of Canada . :

ports in U. S.-Canadian trade.

Mr. Gordon reviews developments in Canada’s foreign exchange situation which has led to restriction
of U. S. imports and other exchange controls. Points out difficulty arises from increased Canadian im-
ports from U. S. for which cash is paid, while Canada’s exports are made on credit. Stresses Canada’s
part in aiding world recovery, and sees as remedy an equalizing of dollar volume of exports and im-

Much has been said about the unique relationship between the United States and Can-
ada. It is an example in a world of conflicting. ideologies, jealousies, and hates which
cannot be overstated. It is all the more impressive when it is realized that despite the

disproportion-

ate sizes -and

strengths of

the two econ-

omies there

arises no ques-

tion of the

smaller being

the satellite of

the larger,

Moreover,

the United

States has rea-

son to know

that in times

of emergency

Canada is a

powerful and  ponald Gordon
competent .

ally, Still further, Canada is the
largest customer of the United
States in terms of commodities
and services, On the other side,
the United States has a larger
capital investment in Canada than
have all other countries of the
world combined.

But satisfactory as all this is,
we must constantly remember
that our relationships must never
be taken for granted. We owe a
debt to each other to keep in-
formed about them and to culti-
vate them,

Recent events in Canada have
given ‘'special emphasis to - this
point. The fact that Canada had
enormously increased its imports.
from the United States over the
pvast few years wa$S a matter of
general knowledge but did' not
until comparatively recently ex-
cite much comment. The fact
that Canada had extended very
large postwar credits likewise at-
tracted relatively little attention.
Finally, the inevitable effects of
the delayed. recovery. of Western
Europe on the Canadian economy
were .not .foreseen in the United
States and even 'yet the action
which Canada was. forced to take
is ‘not- understood, and in'some
quarters is criticized and resented,
Th!s Canadian aetion came at
the very time that announcements
were being made to the effect
that after nearly a year of discus-
sion the Geneva -conference had
reached a preliminary understand-
ing. There can be no question
that the timing of the Canadian
action was unhappy and yet the
hard facts made it inevitable.

Canada’s Foreign Exchange
Reserves

At the end of 1945 Canada had

foreign exchange reserves total-

ing about $1,500 million—that is,

in gold andi U, S. dollars. That

was . regarded as a substantial

A. B. Morrison & Co., Congress
Building. He was formerly with

Southeastern Securities Corp.,
Frank D. Newman & Co., Strauss
Bros., Inc., and Blair F. Clay-
baugh & Co. ’

Joins John A. Dawson Staff |

(Special to THE FINANCIAL CHRONICLE)
CHICAGO, ILL. — David W.!
| Lindgren has become "associated |
with John A. Dawson & Co., 1
North La Salle Street. He was
formerly with Webber, Simpson
& Co, and E. H. Rollins &
Sons, Inc.

Now Jeffrey Gray & Co.
BOSTON, MASS. — The firm

.frey Gray & Co.
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name of C. S, Jeffrey Co., 79 Milk
Street, has been changed to Jef-

sum. By Dec. 31, 1946 our re-
serves were $1,245 million and by
Dec. 31, 1947 thev had dropped
to just over $500 millions. At
that rate of decline, it. was ob-
vious that in a matter of months
Canada’s exchange resources
would have been exhausted and
we would have been unable to
pay for .our essential needs of
such things as coal, oil, cotton,
steel and so forth.

Our trouble was as simple as
its cure is complex. We 'were
paying cash for our imports and
three-quarters of these imports
were coming from the United
States. On the other side, we
were ‘sending less than half of
our exports to the United States
and the other half we were send-

*Remarks by Mr. Gordon, at
the National Conference of Busi-
ness Paper Editors, Washington,
D. C., Feb, 27, 1948. ;

ing to other countries without
getting full cash payment, but
were instead granting substantial
Canadian dollar credits which
were being drawn on.

In 1946 Canada had a favorable
balance in its current transactions
with the world of about $460 mil-
lions.. In addition, there was a net
inflow of capital of about $100
millions and about $40 millions
‘n convertible currency and cer-
tain other transactions. If our
trade had been on a cash basis
we would have increased our ex-
change reserves by the total of
these items, namely, $600 millions.
But instead of that, we gave cred-
its to the United Kingdom and
other countries totaling $750 mil-
lions, we gave- exports totaling
$110 millions through UNRRA and
Mutual Aid, so that' instead of
increasing our reserves by the
$600 millions surplus, I have men-
tioned, we suffered an actual re-
duction of about $260 millions. In
1947 the picture was that our cur-
rent transactions with all coun-
tries showed a surplus of $70 mil-
lions. We granted credits again
to the tune of $560 millions and
gave away $40 millions in relief
appropriations. Consequently we
had a cash deficiency on our cur-
rent transactions with other coun-
tries which caused a net drain of
$530 millions in our foreign ex-
change reserves, to which must
be "added -a $74 million capital
subscription to the International
Monetary Fund, and $139 millions
of -redemptions of Canadian debt
and other capital payments abroad.
Th's* was a total drain of $743
millions during 1947 and left our
exchange reserves, as I earlier
mentioned, at a figure somewhat
in excess of $500 millions.

Canada’s Part in World Recovery

In terms of the kind of figures
you’ are accustomed to think in,
these Canadian figures may not
sound very impressive, but in re-
lation to its resources the risks
which Canada has already taken
in its European Recovery Pro-
gram far exceed that of any coun-
try, including the United States.
In the light of claims which are
being made on the United States
on all sides, it must surely be of
interest to its taxpayers and citi-
zens that its neighbor, Canada, is
playing its full part in world re-
covery. Indeed one could argue
that Canada attempted too much.
but in a world suffering so much
from the curse of too late and too
little I wonder if anyone is justi-
fied in thus criticizing the Cana-
dian action.

Furthermore, we do not suggest
that Canadian action was dictated
solely by altruism. As one of the
largest trading nations of the
world, Canadian prosperity.in the
long run is heavily dependent on
its export trade, and our invest-
ment in the rehabilitation of our
best customers is a policy of hard-
headed  realism. Indeed, we took
the same: view in regard to our
wartime contributions to Britain,
namely, that our Jong-run inter-
ests were so vitally engaged in
enabling the fight for freedom to
be won that any attempt to esti-
mate the value of that service
to humanity was out of the ques-
tion. So it was that well before

approved that greatest of all acts
of constructive statesmanship—
the policy of Lend-Lease—Canada

had already been financing British

the United States Congress had |

purchases in Canada, and in
March, 1942, made an outright
gift of a billion dollars to Britain
for the purchase of vital war ma-
terials and food. In due course,
this was followed by the Canadian
equivalent of Lend-Lease, under.
which by Mutual Aid Acts a total
of $2,200,000,000 was provided to
our fighting allies.” There were
also other forms of assistance,
both during the war and imme-
diately following the war, which
added the respectable total of
roundly . $1,600,000,000 to the fig-
ures just mentioned. (I should
also interject that Canada did not
accept a single dollar of United
States Lend-Lease assistance, but
financed its entire war effort and
its ‘contributions to others out of
its own resources.) . These fig-,
ures, which are of startl.ng mag-
nitude for a country of 12% mil-
lion people, demonstrate that our
postwar approach in regard to the
recovery programs for Western,
Europe is in the same spirit, and.
that both our desires and our in-
terests coincide in this respect.
If the Canadian figures were
matched by the United States
postwar credits, these would have.
totaled some $32 blllions on the
basis of relative national incomes.
Moreover, in addition to postwar.
credits Canada. has.been, and is
selling under contract to the
United ‘Kingdom at prices welk
below the inflated levels which
have recently prevailed in world
markets, particularly in foodstuffs,
and this has matericlly .added to
the assistance already given.
With the best will in the world,.
however, it became evident toward
the end of 1947 that we simply.
could not stand the pace. Our
assistance to. overseas countries
had become too large in relation.
to our surplus of exports over im-.
ports, and had resulted in a large-
and. Tapid .drain on our exchange
reserves. :

‘Canadian Trade Restrictions

In fact, our situation had be-
come so serious and our action
has- been so long delayed that it
was necessary for us to move on
all fronts. Consequently, in No~
vember we imposed prohibitions
and quota restrictions upon a wide
list of consumer goods- and also
undertook a close supervision of
imports of - capital goods which
cost us U. S. dollars. Concurrently,
the freedom of Canadians to travel
in the United States was restricted
in' that a maximum of only $15G .
per annum per person is available
for pleasure travel in the:United
States. We were also obliged to
reduce the amount of credit which -
we would make available to-other
countries.. It was not a pleasant
program by any means, and in the
few months of its operation it
has been found to be fully:as dif-
ficult as it was exvected fo be.
The Canadian and U. S. A. econ—
-omies are so interlocked :in.habit
and preference, in business, sociak
and travel intercourse and in the
ideology of their people that.'it
is- not an easy thing to legislate -
that our people must not purchase
from the United States some of
the things they want to buy, and -
which they consider do no more
than maintain a somewhat similar
standard of living.

It should not be assumed that
these restrictions were brought
about because we were living be~
yond our means, as a country. On

(Continued 'on page 36)
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Snyder Views Tax Reduction

Treasury head says taxes must be geared to government's basic
financial policy of large revenues for essential domestic. require-
ments, debt reduction and foreign commitments. Argues House
tax bill results in excessive reductions and will cause Federal
; deficit-in 1949.

Presenting his views to the Senate Committee on Finance on
~ proposed tax reductions, as embodied in H. R. 4790, already passed,
Secretary of the Treasury, John W. Snyder, on March 1 strongly

. opposed the measure.

“Under cur-
rent economic
conditions+ it
is essential to
maintain the
present level
of govern-
"ment receipts.
This, however,
does not pre-
clude some re-
adjustment in
the distribu-
tion of the tax
load. On the
eontrary, the
persistence of
high prices
makes some
readjustment imperative. During
the second half of 1947 wholesale
prices 1ose -at an annual rate of
21% and consumers’ prices, 13%.
By the first of this year, whole-
sale prices were 45% and consum-
ers’ prices 25% higher than in
June, 1946. (Exhibit 2, page 18;
Chart 1.)

“Although the Nation is oper-
ating at peak levels and the coun-
try is enjoying higher standards
of living than ever before, some
groups in the population are suf-
fering real hardship. These in-
clude not only families with rela-
tively small fixed incomes, but
also others whose incomes have
not kept pace.with the increase
in the cost of living. The problem,
of course, is most serious for those
in the lower income groups who
have no appreciable savings_ to
fall back on as a cushion against
high prices.

“Estimates of what people spend
in relation to their incomes graph-
ically illustrate the hardship suf-
fered by low-income groups. It
has been estimated that in 1946
about a third of the families with
incomes below $3,000 spent more
than their income. (Exhibit 3,
page 19.) They financed con-
sumption by dissipating accumu-
lated savings and by going into
. debt, Under present conditions,
the taxes paid by the lowest in-
come groups reduce the already
inadequate incomes. available for
minimum living standards. Tax
reduction alone cannot provide
adequate relief-to this group. But
the right kind of tax adjustment
can make some contribution to
the relief of the plight of low-
income people, Sinee fiscal and
economic considerations preclude
any reduction in  the overall
strength of our tax system, relief
to this group should be provided
by appropriate increases in other
taxes.” <o

Referring to the House Bill, Mr.
Snyder remarked:—

“The bill would reduce individ-
ual income tax liabilities by an
estimated $6.2 billion in a full
year of operation, or by -almost
30% of the $21.2 billion total in-
dividual income tax liability under
present law. (Exhibits 11 and*12,
pages 40-41.) In addition, estate
and gift tax liabilities would be
reduced by $250 million, which is
also about 30% of the estimated
$820 ‘million estate and gift tax
‘liabilities under present law.

. “If ' H.R. 4790 were enacted, the
surplus .of $7.5 billion estimated
in the President’s Budget for the
fiscal year 1948 would be reduced
by $1.1 billion. In the fiscal year
1949, receipts would be decreased
by $6.6 billion and refunds in-
creased by $400 million. This
would convert the estimated sur-
plus of $4.8 billion in fiscal year

1949 into a deficit of $2.2 billion,

“John W. Snyder

~

In this connection, the Secretary stated:—

necessitating an increase in the
public debt.  (Exhibit 1, page 17.)
“None - of the developments
which ' have occurred since the
transmission of the President’s
Budget Message—either those in
the field of domestic prices or
those in the field of international
affairs, or . otherwise — warrant
changing the President’s estimates
of either receipts or expenditures
to show a more favorable budget
picture, No one can say with cer-
tainty what any future level of
income -will be.” With relatively
full employment and with - our
present production facilities run-
ning at virtual capacity, it would
not seem prudent to predicate es-
timates of receipts on a level of
personal income higher than the
$200 billion level of personal in-
come - utilized in preparing the
estimates contained in the Presi-
dent’s Budget Message. The level
of personal income in “calendax
year 1947 was $197 billion.”

World Bank Bonds May
Be Sold Abroad

John J. McCloy sees markets in
non-member countries such as
Switzerland and Sweden.

At a press conference in Wash-
ington, D. C., on March 2, John
J. McCloy, President of the Bank
for Reconstruction and Develop-
ment, stated '
that,inthe
interest of
broadening
the market
for the Bank’s
securities, it
was possible
that efforts
would be
made for sales
outside the
United States,
McCloy said
that * he .al-
ready has
talked with
British,
Swedish and
other - foreign | financial experts
about a market for the Bank’s
bonds in those countries, He also
discussed the same subject with
Swiss: representatives who have
come here to talk about blocked
assets. The bank, however, has no
definite plans to go.through with
a foreign issue. ;

Regarding the loan application
of Czechoslovakia, Mr. McCloy
reported that the bank had been
considering the feasibility of
sending a mission to -Czechoslo-
vakia before the Communists
seized power in that country last
week. Further consideration of a
mission to - that  country would
now be delayed until the time ap-
peared conducive to getting the
information it desired, he stated.

With Wilson, McMaster

(8pecial to THe FINANCIAL CHRONICLE)

CHICAGO, ILL, — Robert B.
Pope is now with Wilson, McMas-
ter & Co., 134 South La Salle
Street.

With Herrick, Waddell .

(Special to THE FINANCIAL CHRONICLE)

INDIANAPOLIS, IND.—Glenn
J. May is now with Herrick, Wad-
dell & Co., Inc., Merchants Bank
Building. ;

Jobn J, McCloy

Have U.S.-Soviet Accord and Avoid World Crisis!

Former banker, holding there never has been an inevitable war, scores boﬂ: Russian and U. $. attitudes

By JAMES P. WARBURG*

and policies, and urges a U. S.-Soviet accord through United Nations. Says both leading world nations
are threatene(.l !)y their own fears and these are leading to destruction of their own influence and power.
Lays responsibility for Czech crisis to U. S. refusal to aid Democratic Socialists, and denies Soviet

. expansion is sole cause of present threat to peace.

Advocates conciliation, but not appeasement.

The long quest for knowledge, the centuries of striving after necessity, comfort and
pleasure, the long chain of human invention piled upon invention have brought man at last
to the point where—in his search for the ultimate security—he has discovered the means

of his own i

total destruc-
tion.. The cri-
sis is one of. .
the human
spirit, because
it is only
man’s spirit
which can
turn the race
from self-de-~
struction to
progress,
which can
metamorphose .
the new ‘and
terrible tools
of fratricide
into the in-
struments of enduring fraternal
peace.

The dictionary defines crisis. as
a turning’ point at which a deci-
sive change for better or worse is
likely to take place, But a more
accurate description of the emo-
tional content of the word can be
zained from the way in which it
is translated into Chinese. There
being no such word in the Chi-
nese language, - a substitute is
compounded of the characters for
two other words—the ideographs
for danger and opportunity. That
is how the word is  written:
“danger - opportunity.” - That is
what the world faces today—the
greatest danger of extinction in
the history of the human race as
well as the greatest opportunity
in’ th¢' long life’of man- to ‘free
himself once and for all from thé
threat of self-destruction, ;

We Are Drifting Toward War

At the present moment the dan-
ger tends to obscure the opportu-
nity. Most of us know or feel in-
stinctively that we are drifting
towards . war—the kind of war
which will leave the victor indis-
tinguishable from the vanquished.
The sense of impending disaster
seems to freeze us in .our tracks,
as a rabbit is frozen helplessly in
the presence of a snake. Our anx-
iety beclouds eur reason and in-
duces a state of confusion which

James P. Warburg

*An address by Mr, Warburg at

Congregation Rodeph Sholom, N.
Y. City, Feb. 29, 1948."

undermines our faith and para-
lyzes our will. Yet it is only
through ‘a combination of faith
and the will to live that we can
convert the danger into an oppor-
tunity—an opportunity to achieve
at last that peace on earth for
which countless generations have
vainly striven.

_There has never been an inevit-
able war, There has never been a
war which could not have been
averted, if reason had prevailed
over greed and envy, if faith had
conquered fear, if man had learn-
ed to live according to his beliefs.
Nor is the ultimate catastrophe
which now threatens inevitable.
but the greatest danger - of its
coming to pass lurks in the wide-
spread acceptance of its inevit-
ability. o

When I say the widespread ac-
ceptance of war’s inevitability I
do not mean only that all too
many people are convinced  that
there is no way to escape the
catastrophe. I mean also that an
even greater number of people—
and governments — are. today
doubtful - whether war can be
averted and are trying to insure
themselves against the failure of
their own efforts to preserve the
peace. These doubting Thomases
are in a way more-dangerous than
the straight-out pessimists. The
complete defeatist is an evil influ-
ence because he tends to produce
total inaction in the face:of dan-
ger—which #is bad enough. But
the doubting Thomas tends to
cause hasty and ill-advised action
motivated by frantic fear rather
than by reason—and this is likely
to precipitate disaster. .

Threatened by Our Own Fears

We are not threatened by the
Russians—nor they by us. We are

each threatened primarily by our

own fears.” We are _.together
threatened by the hypnotic. influ-
ence exerted by our fears, which
makes us freeze to .the world’s
steering gear ag a frightened no-
vice bicvcle rider freezes to the
handlebars and. cannot avoid hit-
ting the one pebble in the middle
of a broad road. :
The United States.and the So-

viet Union are today the custodi<

ans of mankind. Upon their ability

to reach an understanding, to find

a'way of living peacefully with

each other, depends the future of
the human race. This is a terri-"
fying responsibility., It is more

terrifying for us than for the

Russians because we are, for the -
time being, much the stronger and °
also the more mature, The Rus-

sians cannot, and know they can-

not, successfully attack -us and’
impose their will upon us by su-

perior force. But we could, with-

out. much doubt, defeat the Rus=

sians and might, to a certain

extent, be able to impose our will

upon them. The -half-conscious

awareness of this fact confuses our

thinking and- nourishes the illu-

sion that a preventive war is one

of the possible alternatives open

to us. ’

The first thing we have to real-
ize is that—in spite of our pre-
ponderant strength—-there is no -
such - alternative, for, in winning
such- a war, we should destroy -
ourselves. When I say this I am
not thinking only of the- horrible
price in blood and treasure which
we should have to pay for vic-
tory. I am thinking of what our .
position would be in the world
and what we should be like as a
%)eople after we had gained vic-
ory.

War Means Russian Occupation of
Europe ;
The first thing the Red Army
would do in the event of war
would be to occupy all of Europe
and much of Asia. We might con-~
ceivably pulverize the Russian
cities and eventually even their .
well-dispersed centres of produc-
tion. . But, in order to get at the
Red Army or to render it power-
less for .want. of supplies, we
should have to destroy not only. -
the Russian centres of production
but the cities of  Europe, the
transportation network of Europe
and perhaps even.its crops. Let
us make the unlikely assumption
that we could do all this without
the Russians being'able.to take -
retaliatory action against our own
(Continued on page :38)
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Dated February 1, 1948

These Debentures are not being offered to

$50,000,000

Stdnddrd 0il Compdhy

(An Indiana Corporation)

2%% Sinking Fund Debentures

The Company through the undersigned has sold $20,000,000 of these
Debentures to an institutional investor. Subject to the terms and con-
ditions of the Purchase Agreement, the institutional investor has agreed
to buy at any time prior to December 31, 1948 an additional $30,000,000
"of Debentures, of which the Company has agreed to sell $20,000,000
and has an option to sell all or any part of the remaining $10,000,000.

MORGAN STANLEY & CO.

Due February 1, 1968
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Marshall Plan Will Aggravate -
| Communism in Europ »

By HON. FREDERICK C. SMITH*

Congressman Smith, contending U. S. is duplicating on a large scale disastrous Post Wal: | polic‘ies
with regard to financing Europe, argues Marshall Plan will not curb communism, since- nations }”l“‘ih
are to be aided are already socialistic. Points out aid would be dispenséd by political authority in
each nation fo enhance its own power, and argument that ecomomi¢ collapse abroad ‘would cause us
is promoting a “prosperity illusion.” Notes vast funds already given for foreign'

-“to lose our shirts”

The foreign aid proposal before your Committee would extend and implement the
policy of sharing the fruits of American labor and military resources primarily with
England, and secondarily with certain other countries for various and sundry purposes.

1t would serve
as a buffer for
maintaining
domestic pros-
perity, though
& false and ca-
pricious pros-
perity, and. to
aggrandize the
ypower of the
political au- "
ihority of this
nafion. . This
policy had its
inception with
World. War I,
and has been
-in  effect in
various de-
grees throughout nearly all of the
vears since that episode, and its
principal backers intend that it
shall become a permanent policy.

The steps the political authority
took which led the country into
World War ‘I were duplicated,
ihough on a larger scale, in the
course pursued that finally led
the nation into World War II. .The
current behavior of the political
authority is a replica of the con-
duct that took us into the late
war, but on a still larger scale.

The Post War I aid to England
and other countries, first by direct
government loans, then by the
purchase of foreign Securities by
private investors encouraged by
the political authority, and finally
the payment by it of large premi-
ums to foreigners on purchases of
gold, all have their counterpart
- in the numerous foreign aid
schemes that have been put into
cffect since the close of World
War II hostilities, = » e

_Following World War I, the po-
litical authority undertook to in-
terfere with the internal affairs of
Russia by furnishing troops and
B — : ‘

‘*Part of testimony by Repre-
sentative Smith before the House
¥oreign Affairs Committee, Wash-
ington, D. C., ¥eb, 25, 1948.

Frederick C. Smith

- U, 8. Congressman from Ohio

aid have been ineffective.

€

money to one political faction
against another, allegedly to com-
bat communism. The undertaking
was a fiasco, What damage it did
to the prestige of this nation, not

/lonly in respect of Russia, but
other countries as well, is not pos-

sible to know. But such inter-
vention in the sovereign affairs of

‘| other. countries as we undertook

in Russia cannot help harming the
prestige of any nation that prac-
tices it, -

We are now duplicating that

| | procedure but on a much: larger
scale, and in respect not only to |’

one country, but many. The po-
litical authority is now interven-
ing and taking sides in the strife
between political factions in
Greece, - Italy, France, China and
elsewhere, It is supplying:some
of those factions with munitions
of war and military personnel, as
well as -economic aid. All this
again ostensibly in the name of
fighting communism, \

It should ' be unnecessary  to
mention that this action will cause
a malignant breach in the rela-
tions, net only between the United
States and the “recalcitrant” po-
litical  factions of the " different
countries, but the factions receiv-
ing the aid as well. Indeed, this
policy of meddling with the in-
ternal affairs of other countries
will bring down upon the people
of this land ill-will from every

| nation- on-the globe, with what

ultimate effect, - heaven . alone

knows. - )

This so-called European Recov-
ery Program departs from the
previous foreign-aid plans in one
particular. which is important to
note. This proposed scheme for
expropriating the fruits of Ameri-
can labor and gratuitously passing
them on to the political authori-
ties of other tountries postulates
a four-year politically. planned
program for our domestic econ-

* omy, The President has urged. the

adoption of the devices he believes
necessary for carrying out’ this
four-year program here at home,

This left-handed proposal for
formally setting up in this coun=
try a four-year politically planned
program like the multi-year
planned economy schemes of Rus-
sia should give us not a little food
for thought, especially in view of
the proposal being made by the
President’s - so-called Council of
Economic Advisers to inaugurate
a ten-year program of political
planning of the domestic economy,

" Will Plan Stop Communism?

Definition is of the: essence of
a clear understanding of this pro-.
jected foreign aid scheme. Those
supporting it affirm that its adop-
tion will' halt the spread of the
communistic advance against civi~
lization, and -they paint a porten-
tious picture of things to come
unles Congress approves it.. What
prospects . are there that this
scheme will stop communism?

Marx used the word “Commu-
nism” and “Socialism” intér-
changeably, the latter more often
than the former. Lenin used them
synonymously. Stalin so uses them
now.2:i¢ v 2 v F hsnoobill

Morris - Hillquit, -who was an}

outstanding champion of inter-:
national ‘socialism, referred to
Russia as a socialist state.
. “That which is usually called
socialism,” said Lenin, “is termed
by Marx as the first stage or
Iower phase of communist so-
ciety.”

“Socialism,” ‘said Bukharin and
Preobrazhensky, “is communism
in course of ‘construction; it is in-
complete communism.”

Saig Bernard Shaw, who ought
to : know, if anybody knows;
“Communism is the same as $0-]
cialism, buf better English.”

The “Russian State is”officially
designated Union of Socialist So-

(Continued on page 39)
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This announcement is not an offer to sell or a Solic**ation
The offering is made only by the Prospecius.

| Wisconsin

-

$3,000,000.

Power and Light Company
First M‘ort»_gag.“e Bonds, Qé‘ﬁés/B, 34% : :

Dated January 1,1948 ... -
. R

The Prospectus may be obtained in any State in which-this announcement is cirenlated from only such
. of the undersigned and other dealers as may lawfully offer thesé securities in such State.

HALSEY, STUART & CO. INC.
WILLIAM BLAIR & COMPANY

of an.offer to buy these securities, .

Rt Duc ]anuar)} -1; 1978

+ - Price 10246% and accrued interest. - -

- THE-ILLINdIS COMPANY
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" | resentative John Davis Lodge (R-“

| ber coticerned. 'Oa the contrary

| against competitive exchange de-
- preciation ‘as a means of expand-
ing. the trade of one’ country at M

;- | the parities agreed with the Fund

sort . operating in. an important
frading country: would encourage
frade distortions and might cast

. 't through - the apparent . discount
i applied fo them in the French sys-
£ Moreover, the widespread |
. [ resort to such systems might lead

" | to’ exehange' instability and disor-+
+| det- from . which - all - merhber§

‘| would suffer, It was -for fhese

| temi.

-| specific- questions raised in your
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Explains Position on Currency Devaluation in
'ERP Couniries =

!

, Sefcretafy Snyder, in.letter to Congressman John Davis Lodge, ob- -

i jects to French method of devaluation, but récognizes maintenance
' of over-valued currencies can be serious hindrance to European
! trade. Sees no need for across-the-board devaluaﬁons as prerequi-

i

site for European Recovery Program.

I Replying, as Chairman of the National Advisory Council on In-
ternational Monetary and Financial Problems, t0 an inquiry by Rep-

Conn.), Secretary of the Treasury
John W, Snyder on Feb. 10 upheld
the International Monetary Fund’s
objections to the French frane
devaluation and expressed the
opinion that'in order to implement
the European Recovery Program,
ho -across-the-board . devaluation
of currencies was required, The
full text of Secretary Snyder’s
letter follows:
“Dear Mr. Lodge: .
“Since your lefter .of Jan. 29,
1948 ‘addressed 'to. Mt, Charles E.
Bohlen regarding the recent de=
valuation of the French frane in
relation  to Internationial Mone-
tary Fund raises. questions within
the competence of the National
‘Advisory Council, he has referted
your letter to the Council for re-
ly.. The State Department as one
of the agencies represented in the
Council associates itself with the
Views -stated-here. The Council
wishes  first' to comment on ' the
problem’ of devaluation as' raised
in-your letter. The specific qués=
tions addressed to the Department
of State are disctussed below.
¢ “Sections 3, 4 and 5 of Article
IV of the Fund Agreemént do not
prevent the devaluation of mem-
ber ' currencies or require adher-
ence to a given par value when it
has become inappropriate to the
international position of the mem-

the Agreement recognizes that
adjustment of exchange rates may
be necessary . and desirable and
provides a procedure for orderly
adjustment in consultation with
the Fund. )

“The United - States ‘Executive
Director on _thé International
Monetary Fuad after consultation
with the National Advisory Coun-
¢il fully concurred in the position
of the Fund with respect to the
necessity of a change in the par
value of the fran¢. This was not
the point. at issue. The objections
of the Fund were not to a de-
valuation but to the discrimina-
tory multiple  currency. practice
which - the ' French * Goverament
proposed to introduce. in its ex-
c¢hange system. The Fund Agree-
ment, among other things, is in-
tended to protect the members

the expense ‘of ‘another couatry.
Both: the National Advisory Coun-
¢il and the International Mone-
taiy ‘Fund held the view that’ the
application by a country of a fluc~
tuating rate on.exports to one
area while its rate on exports to
other  areas remains. stable and
while - 6thér countries :mainfain

-would . résult “in - discriminatory
depreciation. - A - system - of this

unwarranted. doubt ‘on -the real
strength - of . other .- currenties

reasons .that_the proposal- of the
French - Government - was: unaé-
ceptable to the Fund. ;

" “The - National ‘Advisory Coun-
cil’s views. with -regard: to. the

letter addressed to the Depart-
ment of State are as follows:

“(1) ‘Dees the State Depart-
ment favor the devaluation of

. the currencies of the 16 partiei-

pating nations so as to achieve
eventually a free market in these
currencies in which the legal and
real value of these currencies will
be identical? :
“The National Advisory Coun= °
cil believes that it will be neces~
sary for some of the 16 countries
to adjust their exchange rates.
The Fund Agreemerit has as one
of it objectives thé maintenance
of exchange stability. with the
nrinimum of control ‘over ex- -
change - transactions” for * current
account purposes. ' “The' market .
rate of exchange would then flue~ °
tuate  within ‘a” narrow  margin
around, the.legal pat’ value. Be-
fore this objective caa be realized
there will. undoubtedly have to °

'be devaluations of some of the

currencies .of . the: countries in~ ’

volved in the European Recovery
Program. 1t is the opinion of the
National Advicory. Council -that .
such adjustments in. ratés should
be part of a developing program
of internal and external stabili~
zation, ih conjunction with United
States assistance, Mere devalua~
tion without internal stability and
wilhout ' substantial = equilibrium
in the balances of payments of
the countries . concerned, would
not - be~sufficient to realize the
objectives . of the European Re-
covery Program.

“(2) Does the State Department
believe ' that the Bretton Woods
Agreements - should be revised,
sith ' particular reference fo the
problem of devaluation?

“(3) Does the State Department
believe that in order to achieve
such devaluation an international "
monetary - conference, to be at-
tended by the United States and
the 16  participating- nations,

 should be called for the purpose

of coordinating such devaluation?
_“The National' Advisory Coun-

cil does niot believe that the Bret-

ton Woods Agreements need mod- -

ification “in order to meet the .:

problem of over-valued curren-.
cies, nor does it believe that this
problem could be solved by call-
ing an: international conference
for-the specific purpose of deal-
ing with this: question.: For Fund
mechanism, ‘in its-opinion; is er- .
tirely. adequate- for this purpose.
The. Directors of the International
Monetary Fund -are continually :
in ‘session- and work' in close con-
sulfation’ with their- governments.
The National Advisory. Council is
satisfied that the Fund is fully .
aware of the problem involved in -
over-valued exchanges: and. that .
the: Fund- is ‘more.-than.ready to
appreve appropriater adjustments -
'of exchange rates ‘when they can’
be made with benefit to'the coun- -

tries concerned ‘and tothe world - **

at Jarge. .
~““The - conditions

~affecting ‘the,

stability. of exchange ‘and the ap-='* .

propriateniéss of the rate‘structure.

of the counfries participating ‘ii,”

the Eurépésn-Recovery- Programs |
vary. greatly.: -Acecotdingly, ‘the -
proper ; time- for* devaluation will ;
vary - from country’ to _eountry.

Prematufe devaluation may havé.’
as unfortunate. consequences,, for

It
i
t

the. economy. of a country as the ...

prolonged - mdihténance - of ~.an -

-over-valued rate..’It is the opin- .
ion of-the Council that the meth- , -

od of procédure provided in the.. .

Fund Agréemient is far more sat+
isfaetory than an atfémpt at deal-"
ing with the problem at an ad hoc

conference would prove to be: , ...

“(4) Does the State Depart’mentv':
believe: that pending such a con-
(Co‘ntinugd on, page 21)
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 Fairless Defends

Semi-Finished Steel Prices|

President of U. S. Steel Corp. says company suffered heavy loss
on its output of semi-finished products in 1947. Denies further
‘ price or wage increases .are contemplated..

Appearing before the Joint

Economic Report on March 2, Benjamin

Congressional Committee on ‘the
F. Fairless, President of the

United States Steel Corporation, defended the recent increase of $5
per ton on prices of semi-finished steel on the ground his company

was losing
heavily on this
class of prod-
ucts sold “to
a handful of
customers,
most of them
large and
profitable
concerns.” He
based his as-
sertion on the
following
facts:

“(1) United
States Steel
has made no
general in-
crease - in the

Benjamin F. Fairless

price of its steel products and it|

does not now contemplate making
any such increase.

“(2) United States Steel has
entered into no agreement or un-
derstanding, private or otherwise,
to grant further wage increases.

“(3) This price change was our
own independent action, caused
by our continuously increasing
costs. ‘Any charge or insinuation
that we acted in concert with any
other steel company is without
foundation.

. *(4) United States Steel suf-
fered a heavy loss on its sales in
1947 of over two million tons of
semi-finished steel. Losses on this
material have- been at an even
higher rate this year, necessitating
an increase in February in our
prices for such semi-finished steel.

“(5) United States_.Steel is a
victim of inflation and not the
cause of it. Steel prices as a whole
have lagged far behind the prices

-of other commodities. - United
States Steel cannot fairly be made
the scapegoat for the nation’s eco-
nomic ills.”

Continuing, Mr, Fairless stated:

“We in United States Steel be-
lieve that costs and prices in gen-
eral are too high for the good of
the nation, At the conclusion of
my remarks I will have a definite
statement to make that I sincerely
hope will help the national situa-
tion.

“Criticism of our action in ad-
vancing the prices of certain steel
products has led to this hearing.
I believe that much of the criti-
cism has been emotional or politi-
cal in character, I should like

,today to reduce- this matter to
what I believe are its proper pro-~
portions. w%F 5

“The criticism centers upon in-
creases in our prices of semi-
finished steel., On Feb. 13 last, our
subsidiary, Carneigie-Illinois
Steel Corporation, announced to
its customers increases in - its
prices for certain semi-finished
steel products, averaging about $5
a- ton, or one-quarter of a cent
per pound.

“Semi-finished steel consists of
ingots, slabs, billets, blooms, tube
rounds and skelp. This is not the
kind of steel sold commercially on
a wide scale, or used generally by
steel consumers. On the contrary
as its name implies, it is raw or
semi-finished steel requiring fur-
ther rolling or processing before
it bécomes a finished: steel product
for “use in the manufacture of
consumers’ products. )

“Semi-finished steel constitutes
a small part of our total business.
Sales last year by United States
Steel of semi-finished steel of the

. kinds covered by the recent price
increases amounted- to --approxi-
mately 2,000,000 tons. These sales
represented only 10% of the total
tonnage of steel products shipped
by United States Steel to the pub-

lic during 1947. - .

semi-finished ' steel. business is
handled by our subsidiary,
Carneigie-Illinois Steel Corpora-
tion. The customers of Carnegie-
Illinois for semi-finished steel are
few in number, not over 75 as a
whole. Ten of these customers—
all fairly large companies — ac-
count for about 80% of Carnegie-
Illinois’ entire sales of this ma-
terial.

“What I am trying to make
clear is that semi-finished steel
is not an-article of ordinary com-
merical usage sold to the public
or to a wide range of customers.
Rather it is a somewhat special
form of -steel used as a raw ma-
terial by only a few concerns. I
am convinced that the recent in-
crease of one-quarter of a cent
per pound in the price of this
semi-finished material is too small
and unimportant in itself to pave
the way toward a higher price
level for the various articles of
everyday use made out of steel.
In my judgment, the inflationary
influence of the price adjustment
has been grossly exaggerated.

“T want to tell you why we be-
lieve ths modest increase in our
prices for semi-finished steel was
proper and fully justified by the
facts. I tried to tell the story in a
statement which I issued on Feb.
20, when these exaggerated ac-
.counts first appeared. Unfortu-
nately, very little attention was
then paid to my explanation. ' °

“I have been in the steel busi-
ness for many years. My job is
to see that our business is con-
ducted efficiently and profitably.
I do not see how a business can
endure, if the prices for its prod-
ucts do not pay their way.

“The - problem of continually
mounting costs over the last six
or seven years, both in operations
and in plant replacements and en-
largements, has been of deep con-
cern to us, I am sure it has been
equally so to manufacturers gen-
erally, both large and small. At
the end of 1947, average hourly
earnings of our employees had
gone up 80% since 1940. Their
average weekly earnings had ad-
vanced 89% during that period.
Since 1940, American ,industry
has experienced a series of wage
increases and other inflationary
influences, which have been be-
yond the control of United States
Steel Corporation or any other
single company.

“A short time ago the situation
became so alarming to United
States Steel that we felt it neces-
sary to take .a fresh look at the
relationship between costs and
prices of our many steel products.
This relationship changes from
day to day with changing condi-
tions, It has been growing pro-
gressively worse from a financial
standpoint due- to- higher labor

costs .and " to constantly higher |
‘costs" for the goods ‘and - services| °

which:- we must purchase to con-
tinue in business.- In 1947, 39.6%
of the total : sales - revenue —of
United : States Steel was spent in
the purchase of such goods and

‘services.

"“The most disturbing situation
revealed by this recent survey was
that of 'semi-finished steel.. We

‘found that in the month of Janu-

ary, 1948, Carnegie-Illinois ' lost
approximately a million dollars on
its sales of semi-finished material
to a handful of customers. We saw
no’good reason why United States
Steel should be granting a subsidy

of around $5 a ton to these par-|
“By_far the greater part of our'

(Continued on -page35)-

I’'m’ going to ask
look at it. I've

~ Let Private Ent
’ President, Motion Picture Association of America
Formerly, President of Chamber of Commerce of U. S. A.

_Holding Marshall Plan should be springboard for Europe and not a wheel chair, leading industrialist
urges American private business put some kindling' wood in hearth of private European business.
Warns, though aid cannot be based on ideology, Europe will recover only as private business there
revives. Proposes a Peace Production Board to pass on worthy private investments abroad and a gen-
eral hook-up of American capital and American know-how with European capital and manpower.

I don’t know any subject that’s been more chewed over than the Marshall Plan—un-
less it’s the new look in the distaff circle. That was a case of lowering the hemline. Today,
you to raise your sights on the Marshall Plan. We need to take a new

By ERIC JOHNSTON*

erprise Into Ma;shall' Plan!

a thought or
two about it
which espe-
cially concerns
us bankers.
I am going
to speak very
frankly to you
because I con-
sider myselfas
one of you. I
am a_director
of banks—
both on the
Pacific  Coast:
and here in
the East—so I.  Erle A. Johnston
think I have :
a right to speak bluntly and
frankly without the risk of being
considered . anti-banker or sub-
versive,

First of all, I want to make it
transparently clear for the record
that I'm for the Marshall Plan.
I don’t mean that I'm for every

detail of the Plan as it was sent
up Pennsylvania Avenue to Capi-

*An address by Mr. Johnston at
dinner of the Washington Chapter,

Washington, D. C., Feb. 21, 1948.

\

American Institute of Banking, |

tol Hill, but I do mean-that I
heartily endorse its broad pur-
poses.

Broadly, we look upon the Mar-
shall Plan as a proposition of our
government helping other govern-
ments in 16 western European
nations. - Government - to-govern-

ment aid is effective in a limited

number of- fields as nothing else
can be, For instance—in the re-
construction and relocation of
highways; in the rebuilding of
power plants, water systems and
ports. Those are all proper gov-
ernmental functions,

A Springboard and Not Wheel
; Chair

But that’s by no means the final
answer to a healthy European re-
covery.' We all want the Marshall
Plan to be a springboard for
Furope instead of a wheel chair.
We don’t want it to begin as a
handout ‘and run on from year
to- year as a dole.

That’s what may happen unless
we in private business in this
country put some kindling wood
in the hearth of private business
ver there,

Manifestly, we've got to recog-

nize that some of the major in-
dustries in Europe have bee.. :
socialized. We can’t do anything
about that. But there are thou-
sands and thousands of small anc
medium-sized businesses unso-
cialized. They need us, and wc
need them. The more private
businessmen there are in Europe
the more  private businessmen
there are apt to be here,

So we can’t base our aid to
Europe on ideology. We will find
ourselves working with assorted
brands of socialism, but we might
as well face up to this fact: We've
got to help Europe whether she
is socialist or capitalist. I.main-
tain that as we aid in the revival
of unsocialized enterprises; there
will be more and more of them
rebuilt, reborn or come into being.

Revive Private Business in Europe

My considered opinion is just
this: Ewnrope will stride forward
again. without a crutch only as
private business in Europe revives.
What is needed in Europe is to
unleash the creative and imagina-
tive talents of countless of thou-

(Continued on page 39)

mately $5,784,030.

1.45%
1.70
; 1.90

1949
1950
1951

Co. Inc,, 123 South

FeBruary 26, 1948 .

Guy A. Thompson, as Trustee

R. W. PRESSPRICH & CO.
FREEMAN & COMPANY
FIRST OF MICHIGAN CORPORATION

To be dated March 1, 1948, Par value and semi-annual divi ¢ able’
, k; N. Y. Definitive Certificates, with dividend warrants attached, in the denomination of tl,poo,
e o aturity. These Cer:iﬁca(eadnte nﬁ;red-ghen.f*n}i alnd ifsrecewe:.

- i ted that certificates in temporary or definitive form will be ready at the affice of Halsey, Stuart
S Lagalle Street, Chicago 90, Illinois, on or about March 17, 1948. The information contained
herein has been carefully compiled from sources considered reliable and, while not guaranteed as to completeness or
accuracy, we believe it to be correct as of this date.

"« registerable-as to par value. Not redeemable prior to m:

_ $4,330000
Missouri Pacific Railroad
Equipment Trust, Series JJ

2%4% Equipment Trust Certificates
(Philadelphia Plan)

To mature annually $433,000 on each March 1, 1949 to 1958, inclusive

To be wnconditionally guaranteed as to payment of par value and dividends by endorsement by
of the property of Missouri Pacific Railroad Company,

but not individually

These Certificates are to be issued under an Agreement to be dated as of March 1, 1948,
which will provide for the issuance of $4,330,000 par value of Certificates to be
secured by new standard-gauge railroad equipment estimated to cost approxi-

MATURITIES AND YIELDS

1952 2.05%
1953  2.15
1954 2,25
1955  2.35

Issuance and sale of these Certificales are subject to authorization.by the Interstate Commerce Commission.
The Offering Circular may be obtained in any State in-which this announcement s circulated
from only such of the undersigned and other dealers as may

securities in such State,

HALSEY, STUART & CO. Inc.:

lawfully offer these

HORNBLOWER & -WEEKS -
WM. E. POLLOCK & CO., INC. "
THE MILWAUKEE COMPANY

dends (March 1 and September-1) payable‘in St. Louis,

1956
1957
1958

2.45%
2.50

2.55

OTIS & CO..

(INCORPORATED) - = *

—

gitized for FRASER
p:/[fraset.stlouisfed.org/

s e i T
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-(NASD District No. 3
Elects New Officers -

DENVER, COLO.—District No.
3 of the National Association of
Securities Dealers,.Inc.,.composed

Amos C. Sudler Malcolm F, Roberts

dJohn J, Sullivan

of Arizona, Colorado, New Mex-~

ico, Utah and Wyoming, at a re-

cent meeting of the Committee

elected the following officers:
Chairman—Amos C., Sudler;

(Amos C. Sudler & Co.)
Vice-Chairman—Malcolm F.

Iéob)erts (Sidlo, Simons, Robert ‘&
0.

Secretary—Albert J. Gould,
1114 Security' Building, Denver,

The District has as its represen-
tative on the ‘Association’s Board
of Governors John J. Sullivan
{Bosworth, Sullivan & Co.).

‘W. 0. Gay Partner of
{Henry Herrman & Co.

Announcement  is made by
Henry Herrman & Co., 52 Wil-
liam Street, New. York City,:of
ihe admission of William O. Gay,
Jr., as a general partner. Mr, Gay
has been actively engaged in the
securities business for a number
of years, his last previous asso-
ciation having been with W. E.
Hutton & Co. Prior-to the war
he ‘was with Blyth & Co., Inc.
and 'earlier. was: associated with
W. O. Gay & Co. :

ther partners of ‘the firm ‘are
Menry Herrman. and William M.
Cahn, Jr. The firm, formed in
1939, conducts'a general invest-
ment business.

i

86 Years
i - -

| in Business
g ®
‘New.England Company
Common stock earnings
averaged $4.58 per share
over previous 10 years.
Highest annual earnings

for period $13.08; 1947
earnings $6.32 per share,

Descriptive analysis of- this
special situation mailed
Y . .onrequest

Royneonds .
148 State St., Boston 9, Mass.

Tel. .CAP, 0425 : : Teletype BS 250

N, Y. Telephones: HAnover 2-1914
‘\ and WHitehall 3-9030 .

.| the income return you can
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Securities Salesman’s Corrier
: By JOHN DUTTON

The other day I stopped by a store that specializes in the sale of
cameras and camera supplies. During the past 15 years the public’s
aceeptance of photography has grown into a gigantic industry, From
coast to coast, in almost every town and city there are camera stores
filled to overflowing with the numerous photography gadgets that
have been developed during recent years. This is a new business which
hag been virtually created by taking up an old are and popularizing
it with the general public. The camera business has actually rer-

charidised itself into popularity. This has resulted in a period of | -

growth and prosperity for the manufacturers and -distributors of
photographic equipment. » “ .

The owner of this very fine store has known me for a long while
and he stopped to chat a while, He asked the usual question today,
“How are things in Wall Street?” I told him he could see for him-
self just by looking on the financial page of the papers. Then he said,
“I don’t think you fellows in the stock and bond business sell right.”
I asked him what he meant by that remark. “Well I don’t exactly
know how to say it,” he replied, “but it seems to me that you never
put your best bargaing in the window,” “In- this business, for-exam-
ple, we are always coming out with some new gadget, or an idea
for picture making, that has popular appeal, Today the entire nation
is camera eonscious. We have camera clubs, we inaugurate contests,
and we conduct classes that teach people how to make better pic-
tures.” Then he added, “How did you happen to buy a movie
camera?” “You know how it goes,” I replied, “Your: wife gets after
you because she wants to take pictures of the kids, so before long you
are lugging one of the darn things home.” He laughted and said,
“That’s just the point, today the women buy more products by far
then do men—we didn’t overlook them either when: we went out to
build up our business.” Then he continued to tell me what he thought
asbout the way we sell.stocks and ‘bonds. Most of it was not ‘very
complimentary to our merchandising ability. 744 a5

“Take those ads you fellows put in the papers, Who reads them
anyway . . . all those cut and dried announcements that are so
stilted and forbidding to' the average layman, What people don’t
know about stocks and bonds is plenty and you fellows don’t tell
them anything either, Look at the way interest rates are way down
and the yields on good stocks are so high. I'll bet there must be
thousands of people who would buy five or 10 shares of.a good stock
if they knew they could invest small amounts, There must be many

' people who would never think of walking into a broker’s office:just

because they think such places are only for the more fortunate -rich.

| No foolin’; I think the way you people go about selling the average

man in the street is pathetic.”

And is there not a lot of sense/in what he said? Just think of all
the wasted time, paper, printer’s ink and .good money we spill out
every year in this business for so-called dignified advertising. Or
those dull-and monotonous market, letters with their hedging and
their hawing, all- couched in langyage that may be understandable
to the average professional investor, but they are nothing more than
gibberish to the lay public,
“Missus”? When it comes to knowing the value of a dollar these davs,
is there anyone who could be more receptive to the comparative dif-
ference between 1%2% and the kind of yield obtainable on many
stocks today, then Mrs. John Q. Housewife? If some broker in her
own home town would tell her how much easier it would be for herito
save.money for: little Johnny’s education by taking advantage of
; get today on good securities, don’t you
think’she might be interested? A college education is something she
can understand, but balance sheets, prospectuses and Wall Street
lingo—neéver! 2 m e Dot

‘" “There may be many things the fellow that is selling cameras
can understand, ‘but balance.sheets, prospectuses and Wall Street
done wheén you are selling securities. The Securities Exchange Com-
mission. has never clarified its position regarding what you can say
and what you cannot-say.in a letter 'or an advertisement . . . this
iy a great handjicap to those of us who would like to do spme adver-
tising” along more unorthodox lines. But the fellow in the- camera
store- is not telling his customers how the cameras are put together,
or the kind of nuts, secrews-and wheels out of which they are made,
he says, “BUB, LOOK AT THE PICTURES YOU GET!” ‘

i

And how about trying to sell -the.

G. H. .Waiker Hartford

Branch Under Gould

HARTFORD, 'CONN.—G. . H.
Walker &.Co., members New York

\. | Stock Exchange and other leading

exchanges, announce. the ‘opening
of a Hartford, Conn.,.office in the
Hartford National Bank Building,
36 Pearl Street, under the man-
agement of Charles W. Gould.
Harry ' L. Perkins will be- -asso-
ciated with:-him in the new office.

Mr. Gould. was previously with

| The First Boston Corp.

Francis Hayes With
A. G. Becker Co., Inc. -

A. G. Becker & Co. Incorpo-
rated, 54. Pine Street, New York
City, announce the association
with the firm of Francis G. Hayes
as registered . representative ‘in
charge of  the company’s New
York trading department, special-
izing in institutional investments.
Mr. Hayes’ previous: assaciations
include Stillman, Maynard & Co.,
Bear,. Stearns: & Co. and Salomon
| Bros., & Hutzler, BEH,

Chicago

Over-thg-qbuntef Quotation Services,
For 35 Years ¥
® ) X
~ NATIONAL QUOTATION BUREAU, Inc.
; Established 1913 £
46 Erqpt stregt, Nev‘vv'York 4, N. Y.

San Francisco

'NEWS ABOUT BANKS ||
” AND BANKERS

“Thursday, March 4, 1948 -

CONSOLIDATIONS
NEW BRANCHES
NEW ‘OFFICERS, ETC.
REVISED
CAPITALIZATIONS

. Henry: R. Sutphen, Jr., trustee

of the American Savings Bank, of
New York, has been elected a
Vice-President of the bank, it was
announced on
Feb. 26 by
William .- M.
Campbell,
President. At
the same time,
Harold M,
Mills, former-
ly - Assistant
vice - Presi-
dent, has
been ad-~-

" vanced 'to the
position of
Vice. - Presi-

§ dent incharge
- of the mort-
gage depart-

i ment. Mr
Sutphen is a graduate of Prince-~
ton University and after gradua-
tion was associated for a number
of ‘years ‘with ‘the Bankers. Trust
(}ompany of New . York. He then
ecame: a’partner-in.the firm of
Hackney, Hopkinson &: Sutphen,
members of the New: York Stock
Exchange, retirigig from this posi-
tion in February, 1942; when he
was commissioned a First. Lieu-
tenant” in the Army Air Forces.
He was placed on inactive duty
in late 1945 and holds the rank of

YH. R. Sutphen, Jr.

| Lt. Colonel, Air Reserve. Upon

his release from active duty, he
became associated with the Chem-
ical Bank & Trust Company as
manager. of the bank’s office in
Chicago.

* % %

. Guaranty  Trust . Company . of
New York announces that it iz
prepared to redeem capital stock
serip certificates for fractional in-
terests in a share of its capita’
stock at the rate of $30.1823 for
each one-ninth of a share repre-
sented thereby. ;
i * 3

" The Board of Directors. of The

Continental Bank & Trust Com-
pany of New York announce that
after extended meetings on Feb.
27 and 28, they have approved the
proposal of the Chemical Bank &
Trust Company whereby the busi-
ness of the Continental will be
joined with that of the Chemical.
The announcement says:

i “At the meetings careful study
and 'consideration was given to
the proposals resulting from final
negotiations with 'the Chemical
Bank & Trust Company and The
New York Trust Company, -both
of which proposals were on file
with the Superintendent of Banks
at -the time of the deliberations.
The action of the Board. of Direc-
tors is subject to the approval of
State and Federal banking au-
thorities as well as that of the
stockholders. of The  Continental
Bank & Trust Company of New
York.”

An earlier reference to the pro-
posal of the Chemical Bank ap-
peared in our issue of Feb. 19,
page 813,

. # *
. In a letter on Feb. 24 to the
stockholders of The Trade Bank &
Trust Company of New York,
President Henry L. Schenk in
submitting plans for an increase
in the capital stated that “since
the early part of 1944, earnings
have been retained in capital ac-
count in‘order to maintain a ratio
between. deposits .and . capital
funds in keeping with:the rising
deposits.” President Schenk goes
on to say in part: - L
. “Your board of directors are
now of the opinion that dividends
may be-paid provided that capital

ratio and have therefore recom-
mended the authorization of an

vi_)ncrease in capital from $1,500,-

“

000 to $1,800,000 through the issu-
ance of 30,000 shares at $10 per
share to be offered to stockhold-
ers in proportion of one share for
each’five shares now held.”

A

special meeting -of the slock-~ -
nolders will be held on March 9, !

to vote on the proposition,

The deposits of the institution
on Dec. 31 last were $59,000,000, °
while the capital funds on the .
same date (capital, 'surplus and -
undivided profits) were rerorted

as $3,300,000.

2%

Ed

The Irving Trust Company of
New York has increased its divi- !
dend to 20 cents payable April 1 :
to stockholders of record March 8; .
the previous quarterly payment, :
on January 2, last, was 15 cents, -

@ %= %

The National Safety Bank & °
Trust' Co. of New Yeork proposes '

to adjust its capital funds by is-
suing. rights to present stockhold-
ers to subscribe at-$12.50 for one

new share for each share held, it

3

was announced on Feb. 26.. Eighty

thousand new shares will thus be

issued for a total of $1,000,000, and, .-

he bank’s capital, sufplus and un- .
divided profits will then be $5,~ .
000,000. - Subscription rights ex- -

pire April 1.

The bank has re- .

sources of more than $110,000,000. -
Charles Richter is Chairman of .

the Board and Max J. Schneider
is President,

The bank’s main .

office is at Broadway and 38th .
Street, with* branches at 7th Av- .

enue and 27th Street, Boston Road
and 174th Street, and 167th Street
and Jerome Avenue.

% %

The New York Agency of the |
Swiss. Bank “'Corporatien - an- -

nounces that a dividend of 6% has
been declared for 1947 against 5%
for 1946. The action took place at
the 76th annual meeting of the
shareholders at Basle on Feb. 27.

It was also decided at the meeting .

to donate 500,000 Swiss Francs to
the Bank’s Pension Fund and to
create a special reserve of 1,000,~
000 Swiss Francs for proposed
new bank buildings. There was
carried over a total of 5,007,042.40

Swiss Francs compared with -4,-.

387,663.53 for the previous year.
3 % #* *

The Gramatan' National Bank
and Trust Company of Bronxville, -

N. Y. increased its capital on
Feb. 17 from $200,000 to $250,000

through the sale of $50,000 of new -

stock, it is learned from the bul-

letin of the Office of the Comp-

troller of the Currency.
% % %

R. H. Johnson & Co. an'nounce_l
that their offering of the unsub- *

scribed balance of 8,008 shares of

$10 par value capital stock of -

Franklin Square National Bank
of Franklin Square, Long Island
has been  all sold.
stockholders were offered rights
to purchase 12,500 shares of' this
stock at $42 per share, out of

Originally, *

which - they subscribed to' 4,492 .

shares. )
P PR

Following theapproval of the -
merger of the. Lincoln Rochester -

Trust Company of Rochester,

N. Y. and the, Ontario 'County °

Trust Company of Canandaigia,

N. Y. on Feb. 27 the latter ‘was

opened as a branch of the Lincoln.
Rochester Trust on March-1, re-
porting this the Rochester “Times-
Union” further said: e

“Stockholders also approved an
increase in the capitalization' of °
the Lincoln bank of 6,610 shares, .

to bring the total outstanding

' shares to 301,410 shares. Of this
“amount 10,000 will be used to
be brought to a‘°more desirable

acquire the 20,000 ‘shares’ the -
Canandaigua bank has outstand---

ing. Raymond N. Ball, President

-of Lincoln, said that about %%
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. ~of the stockholders of Lincoln
were represented at the meeting
~.and 83% of the Canandaigua
bank.” |
In  January the Lincoln
‘Rochester Trust -absorbed the
Corning Trust Company of Corn-
“.ing, New York, as noted in: these
columns Feb. 5, page 617.
R
Carl G. Freese, Vice-President
and = Treasurer of Connecticut
_ Savings Bank of New Haven,
Conn., was reelected President of
the New Haven Chamber of Com-
merce at the 153rd Annual Meet-
ing. He is also President of tne
Savings Banks’ Association of
Connectlcut
S B
The Real Estate Trust Co. of
Philadelphia announces the fol-
lowing promotions, it is learned
from the Feb. 24 issue of the
‘Evening Bulletin” of that city:
“Joseph E. Greene, to Vice-
. President and Trust Officer in
. charge of Houston Estate; Andrew
J.O’Connell, Assistant Vice-Presi-
. dent and Corporate.Trust Officer;
George ‘H. Renninger, Assistant
Vice-President and Trust Officer;
- Frank F. McCarthy, Trust Offi-
. cer; Robert A. Bodine, Assistant
. Trust Officer; Thomas J. Nelson,
- Jr., Comptroller, and Philip F.
_ Sheridan, Assistant Treasurer.”
F % & 3
The establishment of a branch
office by Corn Exchange National
Bank & Trust Co. of Philadelphia
at 7179 Ogontz ‘Avenue was ap-
proved by Comptroller of Curs
rency, it was indicated in the
'Philadelphia “Inquirer” of Feb. 20,
which stated that the new branch
is expected to be opened early
thls year. i
* g w

On Feb: 19> the . Lancaster
County . National ‘Bank of Lan-
caster, Pa. added $100,000 to -its
capital by the sale of new: stock,
increasing the amount from $400 -
000 to $500, 000

The Bexat County National

Bank of San Antonio, Texas in-
creased its capital on Feb.:17 from
$250,000 to $500,000, the addijtional
amount having been' brought
about by the sale of $250,000 of
new stock.

& Ed Ed

The issuance of additional stock
to the amount of $1,000,000 by the
First Natignal Bank of Denver,
Colo: has served to increase the
the capital of ‘the bank from
$1,500,000 to $2,500,000, The of-
fice of the Comptroller reports
the increase as of Feb. 17.

#

George H. Trexde Vice- Presl—
dent of Citizens Natlonal Trust
& Savings Bank of ‘Les Angeles,
Cal,, died suddenly of a heart at-
tack Feb, 22, He was 63 years of
age. Mr. Treide entered the em-
ploy of Citizens National Bank on
April 1, 1906 as a messenger and
rose through the ranks to become
Vice-President two years ago. He
served as. a director of-the bank
upon several occaslons

Advancement of two staff mem-
bers and election of two new men
as officers of the National Bank
of - Commerce of Seattle, Wash,
was announced on Feb. 26 . by
Andrew Price, Chairman and
Maxwell Carlson, President, on
behalf of the board of directors,
Ronald A. Macdonald, formerly
Cashier of the National Bank-of
Washington, Tacoma, became|
Vice-President in charge of oper-
ations on March 1, effective date
of all four changes. M. J, Santi,
Credit = Manager, and John H,
MecGraw, a - credit . department
member -with' the National Bank
of Commerce, were elected As-
sistant. Cashiers.: Both will be as-
signed-to the loan department of
the Main Office: under:the: direc=
tion. of J. L. Platt, Vice-President
and - Manager, Sheridan P, Gal-
lagher, previously Assistant Chief
of ~the Seattle. loan ‘application J
division of the Reconstruction Fi+
nance Corperation, was elected
Manager of the credit department.

Sees Bank Deposils Again Divorced From

Treasury Operations

New York State Banking .Superintendent Elliott V. Bell reports;.
“state chartered -commercial banks and trust companies have ‘in--
- ccreased their. deposits, despite lower Treasury-balances. . Points

ttokrecent ‘striking - expansion: -of :

deposits of -individuals, - partner-

ships and corporatlons.

In spite of lower Treasury balances, reduced holdings of United
States obligations, and the further liquidation of loans secured by
these obligations, total deposits and resources at New York State
chartered commelclal banks and trust companies increased during

1947, accord-
ing to year-
end figures .
~made publiz
by Eliott . V..
Bell Super-
intendent of
Banks. This
was - the first
time in sev-
eral years
that Treasury
o.pera.-
tions failed to
- determine the
. course of de-
posits and re-
sources. )
Influ-
enced mamly by a rise of $1,200,-
000,000 in other than Treasury
“deposits in the last quarter, total
deposits at these banks increased
<~8386,000,000 in 1947 to' $18,700,~

. Elliott V. Bell

e 000,000. Balances maintained by

the Treasury were reduced $303,-
000,000 and, at the end of the
year, amounted to only $184,000,-
000 'in contrast with their hxgh
point of almost $6,000,000,000 ia
June, 1945. .The shrmkage in
Treasury deposits during the past
two and a half years has been
offset -to the extent of 54% by
-the growth of other deposits.

Expansion of Private Deposits
The most striking change in de-
posits was the expansion in the
" deposits. of individuals,. partner-

¢

ships, and corporations, whlch,
after declining $336,000,000 in the
first nine months of the year,
jumped $747,000,000 in the last
quarter to a new peak of $14,500,-
£00,000. Although bhoth private
demand and time deposits in-
creased 'in ' 1947, the rate of
growth slackened materially; the
former rose by only 3% as com-

! | pared with 9% in 1946, while the

latter grew by, less than 2%: in
contrast with 119% the previous
year.

Mr. Bell pointed out that the
relatively small increase of $411 -
000 000 in total assets to an aggre-

gate of $20,700,000,000 resulted

from large.and divergent move-
ments .among the major. assets:
Holdings of government securities
were reduced $1,200,000,000, part-
ly as a result of the debt retire~
ment program and vartly as a re-
sult of sales, More than offsettmg
this decline were gains in: cash
holdings and in loans of all types,
except security loans., Cash assets
were up $783,000,000 over the
year, due chiefly to the reduction
of government security holdmgs,
together with the -continued in-
flow of gold.

Loans Increased
In the aggregate. loans- were
$729,000,000 higher, largely as the
result' of the remarkable rise of
$805,000,000 during. the last half

of the year in.loans to business.:
This growth of commercial and
industrial loans compared . with
gains of $72,000,000 in the first
half of the year and $651,000,000
in the last half of 1946. By the
end of 1947 these loans were at a
postwar peak of $3,700,000,000,
31% above the previous year-end.
The share of total loans repre-
sented by these advances to busi-
ness rose from 64% to 73% in the
New . York City banks and con-
tinued at 39% in banks located
elsewhere,

While all major categories of
loans increased, loans opn securi-
ties declined $352,000,000, mainly
at New York City banks, to $615,-
000,000, At the year-end they
represented only 11% of all loans,
compared with more than half in
June, 1945. At that time loans on
government securities constituted
almost three-fourths of the ad-
vances on securities, At the end
of 1947 this share was less than
half,

Aside: from loans to business,
the largest gains among classes of
loans were those of $86 000,000 in
consumer loans to a total of $482,-
000,000 and of $70,000,000 in real
estate loans to an aggregate of
$395,000,000, - Slightly ‘more .than
half this gain was recorded in
1947, The banks outside New
York ' City . accounted -for the

Current operatmg earnings
Current operating  expenses
Net current operating: earnings
Net other income

Profit before income tax

Taxes on net income

Net prefits

Interest and dividends on debentures pre-

ferred stock, ete
Dividends on common stock

tial properties.

‘major. portion "of the rise in real

estate loans in 1947 which was
concentrated mainly on residen-
-Lioans on. real
estate continue to be important in
these banks, where they consti-
tute one-third of all loans as
against less than 3% in New York
City, .

Bank Profits Reduced

The downward movement in
profits, before taxes on net in-
come, which began in 1946 with
a deqline of 19% from the peak
reached in the previous year, was
accelerated in 1947 by a further
drop of 30%. Last year such prof+
its, which were reported at $127,-
000 000, - $55,000,000 helow 1946
were cut by the sharp drop of al-
most $27,000,060 in non-operating
income in 1946 to a non-operat-
ing loss of $2,600,000, and to the
reduction of $25,600,000 in net
operating earnings of the banks
located in New York City.

The major portion of the de-
cline in non-operating income
was due to the drastic reduction
of almost $22,000,000 in net prof-
its on securities. Both groups of
banks reported net losses on loans
in 1947 as against net' recoveries
in 1946. Condensed earnings fig-
ures of the New York State banks
and' trust companies for 1947 and

1947

$358,146,000

228,791,000

129,355,000

. —2,628,000
126,727,000 .

50,368,000

96,359,000

1946
$363.361,000
208,446,000
154,915,000
26,877,000
181,792,000
52,824,000
128,968,000
1,047,000, 1,255,000
55,771,000 53,904,000

Net profits after interest and dividends

on -capital

Néet-o eratmg earmngs before
‘ihcdome taxes, fell 19% ‘in 194:7“!I
the New York City banks, whi
outside they  remained v1rtual]y
unchanged. The proportion of in-
stitutions reporting - decreases . in

.| net earnings was about the same
‘|as in 1946, when four-fifths of the

banks in New York City and
about two-fifths elsewhere were
in that category.

=i New.York City Banks

‘| . "Thé ‘decline in net. operating

earnings' in- New. York City oc-
curred ' despite a rise of 14% in
interest' 'and discount on loans.
However, the $11,100,000 improve-
ment in loan- income was more
than offset by the combjned effect
of a smaller government portfolio
which yielded $23,000,000 less in-
come, and by a further rise: of
$15,900,000, or.10%, in operating
expenses. Although the banks
outside New. York City reported
a similar. percentage increase in
operating expenses and suffered

a decline. of 11% in interest on|.

government securities, these fac-
tors were fully offset by the im-
provement in: other operating
earnings, chiefly a rise of 37%
in interest and discount on loans.
The ‘average annual return on
loans at these banks was in-
creased only slightly to 3.99%. In
contrast, the New York City
banks-experienced a sharp rise in
the average return on loans from
1.88% to 2.15%, as they continued
to ‘Teplace low-yielding security
loans with higher-yielding loans
to business and individuals in a
market characterized by moder~
ately higher interest rates.
Diminished holdings of govern-
ment securities reduced the pro-
portion of earnings derived from
interest on such securities to 39%,
compared with the peak of 50%
reported in 1945, As a result of
the slight . firming of rates and
longer average maturities, the up-
ward trend in the average annual
rate of return continued in both
groups - of banks, rising - from

1.35% in 1946 to 1.41% in 1947 in|

New York City, and from 1.59%
to 1.66% elsewhere.

Taxes on net income absorbed

$30,400,000 of net profits in 1947,

39,541,000 73,809,000

or $22,500,000 less than in the pre-
vious year; Capital accounts of

the 255. commercial  banks. were|

increased in 1947 by $43,200,000 to
a peak of $1,760,000,000. This
gain was due to a net increase of
$3,700,000 through the sale of new
stock and through. mergers and
to the retention of net profits
amounting to- $39,500,000. In the
New York City banks the growth
in capital in the year. kept. pace
with the rise in" deposits, leaving
the ratio of capital to. deposits
unchanged at 9.7%. Outside New
York City, where  deposits grew
only about half as rapidly as capi-
tal, the ratio increased shghtly to

77%.

“Dividend dishursements on
common stock were . increased
moderately to $55,800,000 in 1947
compared with $53,900,000 in 1946.

Such dividends were paid or de-||

clared by 86% of the banks in
operation at the end of the year.

Fairman & Co. Adds

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—John
C. Abels has been added to the
staff of Fairman & Co., 210 West
Seventh Street, members of the
Los Angeles Stock Exchange.

the previous year were as follows: |

I

Explains Position on
Gurrency Devalualion
In EPP Gouniries

(Continued from page 18)

ference it would be desirable fer
the State Department to reach arn

' | agreement with Great Britain and

the directors of the International
Monetary Fund with -respect to
the devaluation of the currencies
of the 16 participating countries?

“For the 'reasons indicated
above the National, Advisory
Couneil. believes that it is not de-
sirable for the United States te
enter into a particular agreement
with Great Britain or the direc-
tors of the Fund with respect to
the prospective devaluation - of
the currencies of the participat~
ing nations,

“(5) Does the State Department
belicve. that the European Recov~
ery Program will fail of its ob-
jectives ‘unless there is a maxi-
mum ‘amount ‘of reciprocal self-
help among the 16 participating
nations -and that this is impossi-
ble of achievement until there
has heen at least a measure of
devaluation -of the currencies of
those nations?

“The-Executive Branch has
made- its position clear that the
extension of aid under the Eu-
ropean Recovery Program should
be conditional ‘on the maximum
possible amount of reciprocal
self-help among the participating
countries. It recognizes that the
maintenance of exchange rates-
which’ over-value currencies camn
be a serious hindrance to the ex-
pansion of trade and that the ex~
pansion of European trade is:es-
sential for full European recov-
ery. Consequently, the Councilk
believes, as has been stated in
testimony before the House Com~—

.mittee on Foreign Affairs, that
exchange rates should be adjusied

| where this_is an essential element

in a program of stabilization. It
was ‘the opinion of the Council,

- howevey, that. to make across-

the-board.- devaluations ‘a. pre-

requisite fo aid under the: Bu-

ropean Recovery Program might

interfere’ with the. realization of

its okjectives. 5
“Sincerely yours,

“JOHN W, SNYDER
; “Chajrman
“Nat10na1 Adv1sory Couneil
“on
“International Monetary and
“Financial Problems”

Firm Name Now Marfin-
Holloway-Belcher

KANSAS CITY, MO. —HOYt

| Purcell has retired from partner-

ship in Martin-Holloway-Purcell,

‘Fidelity Building, and the firm’s

name has been changed to Martin-
Holloway-Belcher, All other per—
sonnel is the same,

‘ Newporl Newq

Slupbulldmg and Dry Dock Company

Statement of Cost of Work Performed During the Thirteen Weeks '
and the Years Ended December 31, 1947 and December 31, 1946

Thirteen Weeks Ended
December

131,1947
New Ship Construction
Ship Repnirl and Recon~
versions
Hydraulic Turbines and
Accessories and Other
Work

13,034,000

3,338,000

$ 2,628,000 #$ 7,319,000

p
Years Ended

December. ~ December
31, 1947 31, 1946

$15,681,000 632,765,000;

December
-31, 1946

7,499,000 32,701,000 14,872,000

1,180,000 7,087,000 4,863,000

Totals

$19,000,000° $16,007,000

$55,469,000 $52,500,000

By Orx;ter of the Board of Directors
R. I. FLETCHER

February 25, 1948

Vice-President und Comptroller

e =
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DuMont Laboratories
Portsmouth Steel Corporation
Central Illinois Public Serv. Co.
Buffalo Bolt Company

Data on Request

BUCKLEY BROTHERS

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

Philadelphia
Bank & Insurance

Stocks

Philadelphia Transportation Co.
3-6s 2039, Pfd, & Common

H.N. NASH & CO..

1421 Chestnut Street, Philadelphia 2

Phila. Phone New York Phone

Locust 7-1477 ‘WHitehall 4-2400
Teletype PH 257

American Box Board
Botany Mills

Empire Steel Co.

Empire Southern Gas

Pittsburgh Rys. Co.

Sterling Motor Truck
Nazareth Cement
Warner Company .

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

Telephone Teletyp
Rittenhouse 6-3717 l’el; ;5.

Cambridge Bldg. 3s 1953
1500 Walnut St. 6-1950
1900 Rittenhouse Sq. 5!/-1950
Phila, Transportation Issues
Lehigh Valley RR. Annuity 4Y,
Hershey Creamery Com.

Samuel K. Phillips & Co.

Members Philadelphia Stock Ezxchange
Packard Bldg., Philadelphia 2

Teletype N.Y.Phone
PH 375 COrtlandt. 7-6814

Pennsylvania
and New Jersey
Municipal Bonds

Dolphin & Co.

Fldelity Philadelphia Trust Building
HILADELPHIA 9
Telephones:
Philadelphia—PEnnypacker 5-4646
New York—HAnover 2-9369
Bell System Teletype—PH 299

*Atlantic City Elec. Com.
Harshaw Chemical Com.
*Nor. ind. Pub. Serv. Com.
Phila. Elec. Co. Common
Richmond Cedar Wks. Com.
Roberts & Mander Common

*Offered only by prospectus
Bought—Sold—Quoted

E. H. Rollins & Sons

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

New York ' Boston Chicago
Ban Francisco

manner,
Percy C. Madeira, Jr., President
Land Title Bank & Trust Co.—
“The commodity price drop may
lessen the intensity of the demand
for future wage increases based
on rising living costs, To this ex-
tent this price decline may be
very helpful. I am not particu-
larly concerned about the drop in
the prices of grains indicating the
beginning of any major business
recession, The outlook for busi-
ness for the first six months of
this year continues to be excel-
lent. 'If there is any recession in
the last half, I do not think it will
be more than one of minor im-
portance and of very short dura-
tion.”
David E. Williams, President
Corn Exchange National Bank &
Trust Co.—“Price drops should
have a salutary effect on business
and be healthy for our economic
future. Many factors have con-
tributed .to the current recession
in  commodity prices, including
discussions from Washington,
large surpluses -of grain held by
farmers the bulk of which found
the market at the same time, and
a feeling on the part of the public
that lower prices should prevail.”
William W. Bodine, Financial
Vice-President, Penn Mutual Life
Insurance Co.—“What has hap-
vened so far has done little more
than blunt the peak of the price
curve. In view of the recent in-
flationary trend and of inflation-
ary pressures still remaining, the
drop that has been taking place
is good news. This is not the start
of an, adjustment period; it is a
different phase of an adjustment
that has been going on for some
time. A turning point had to come.
If this is it, as seems likely, we
can all be glad that it was not
delayed any longer.” )
M. Albert Linton, President
Provident Mutual Life Insurance
Co.—“My feeling is that the break
in prices was a healthy develop-
ment and helped to relieve infla-
tionary pressures, In view of the
enormous latent demand for semi-
durable and capital goods, it is
hard to believe that a long-lived
adjustment period is to be antici-
pated. On the whole I think the
price drop will prove to have been
constructive from the' point of
view of business, industry and the
general economic picture.”
William R. K. Mitchell, Presi-
dent Provident Trust Co.—‘“The
current decline in commodity
prices and a moderate recession
in business activity would in the

|long run be a healthful develop-

Pennsylvania Brevities
Philadelphians View Market Break

The consensus of opinion of prominent Philadelphia bankers
appears to be that last month’s abrupt break in commodity prices
does not presage an imminent business recession or a long-lived
depression, but that it should be termed a healthy sign of corrective
influence functioning in a normal#®

ment for the economy of this
country since a continuation of
the strong inflationary factors
would ultimately lead to a far
more serious adjustment. Any
forecast as to the extent of the
commodity price decline and its
effect on the economy of the
country at this time can be no
more than an intelligent guess, It
would seem, however, that the
great money supply, almost five
times that of 1920, together with
the substantial unsatisfied demand
for capital and consumer goods,
would. be likely to provide a
cushion which ‘would prevent too
drastic or too prolonged a decline
in prices and business activity in
the near future.”

Frederic A. Potts, President
Philadelphia National Bank—*“We
may have further readjustment
but I do not see any possibility of
a prolonged depression. I rather
believe that a set-back, although
it might be severe in certain
areas, will be followed by a re-
vival to a high level of produc-
tion.”

* * #

Bank Bill Assailed

Harrisburg — State Secretary of
Banking D. Emmert Brumbaugh
last week charged that the Bank
Holding Company Bill, now be-
fore the U. S. Senate, “either in
deadly earnest or unintelligently
is the most dangerous and flag-
rant attempt yet seen to super-
impose control by the Federal
Government over State govern-
ments in. the . regulation . and
supervision of State chartered
banking institutions,” d

Speaking before the annual
meeting of Group 5, Penna.
Bankers Association, Mr, Bram-
baugh said: “I cannet escape the
conclusion that the Bank Hold-
ing Company Bill has- for its
real purpose, not the prevention
of concentration of economic
power in the hands of a rela-
tively few private corporations
and individuals, but the highest
concentration of economic pow-
er in the hands of the Federal
Government through -the cen-
tralization of control of prac-
tically all banking systems, such
control to be lodged in the
board of governors of the Fed-
eral Reserve System.

“I submit to you,” he said, “that
it seems to be un-American to at-
tempt to pass a law that will force
Federal = supervision on State-
chartered banks whose officials,

by their very action in choosing-

a- State charter, gave clear and

Available Publications

PEnnypacker 5-7330

Allentown Pittsburgh

Copies on Requeat_

STROUD & COMPANY

Incorporated
123 SU. BROAD STREET
PHILADELPHIA 9, PA.

© Valuation and Appraisal _
- RAILROAD EQUIPMENT CERTIFICATES

Valuation' and Appraisal

CITY OF PHILADELPHIA BONDS

Price-Eafnings Ratios and‘ Yields on
- 123 Public Utility Common Stocks.

120 BROADWAY
NEW YORK 5, N. Y.
REctor. 2-6528-29

Lancaster Scranton

unmistakable notice that they did
not want Federal supervision.”
# * *

New Records for Sun Oil

In its report signed by Joseph
N. Pew, Jr., board chairman, and
Robert G. Dunlop, President, Sun
Oil Co., reports new records in
crude oil production, refinery out-
put and marketing operations for
1947, :
During the, year the company
produced 33 million barrels of
crude, 14% more than in 1946.
Crude runs to stills exceeded the
peak war year of 1945 by almost
2 million barrels, Company also
broke all sales records for motor
fuel and lubricants.

Consolidated net income is
reported as $24,339,912, equiva-
lent to $5.28 per common share,
compared with $14,726,551, or
$4.17 per share on the stock
outstanding at the end of 1946.

& # *

Hajoca Corp.

W. A. Brecht, President Hajoca
Corp., reports new high records in
sales and profits achieved in 1947.
Moreover, good business for the
next three years is forecast.

Sustaining by a continuing high
demand for its products, sales
reached a new high of $32,300,000,
a gain of 39% over the $23,100,000
reported for 1946, Per share earn-
ings in 1947 were $13.20 on 115,-
121 shares now outstanding, com-

Trading Department Active in

Western Pennsylvania

Issues
Direct Wire to New York City

- CHAPLIN axo COMPANY

Members
N. Y. Btock Exch. Pitts. Stock Exch,
New York Curb Exch, (Assoc.)
10th Floor, Peoples Bk. Bldg. 61 Broadway
PITTSBURGH 22,PA. NEW YORK, N. Y.
Grant 3900 Bowling Green 9-3987
Bell S8ystem Teletype—PG 443

pared with $16.06 on the 69,873
shares outstanding in 1946. .

Last year the company of-
fered stockholders the right te
subscribe to one additional
common at- $35 per share for
each 10 shares held, and paid a
509, stock dividend in Decem-
ber, .Cash dividends totaled
$4.25, plus the stock  distribu-
tion,

% % %
Roberts & Mander Corp.
Although unit sales of quality
gas ranges were smaller than in
some pre-war years, dollar vol-
ume of Roberts & Mander Corp.
for the fiscal year ended Nov. 30,
1947, was the largest in company’s
history, according to Henry S.
Minster, President. Production
was somewhat curtailed by lack
of sheet steel but this was offset
by relatively high prices obtained
for ranges in the de luxe. class.
Net profit for the year was $208,-
292, equivalent to 63 cents per
share on 329,446 shares of $1 par
common,
® k%

- Higher Fares Protested
The City of Philadelphia has
formally protested to the Public
Utilities Commission against the
higher fare schedule filed by
Philadelphia Transportation Co.
last month.
The petition stated that, besides
(Continued on page 23)
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American Meter Co.
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A Continuing Interest in:

Southern Advance Bag & Paper Co.
Grinnell Corporation Cannen Mills, Inc, Class “B”
Central Soya Co. Inc,

ESTABLISHED 1914

NNING & Co.

Members Philadelphia Stock Exchange

New York Telephone—COrtlandt 7-1202

b Exchange (Associate)
Philadelphia 3, Pa.
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Pennsylvania Brevities

(Continued from page 22)
being “unreasonable,” the com-
pany’s demand might cut down
subway revenue by driving riders
to other forms of transportation
and that the fare boost would
“substantially increase the high
cost of living of the riders.”

Early last month, the com- .

Pany averted a strike by grant-
ing employees an over-all wage
increase of approximately 159,.
This, the company estimates, in-
creased the cost per ride from.
9.328 cents to 10.648 cenfs on
bus, trolley and subway-ele-
‘vated lines. The company seeks
a’ straight 10-cent fare to re-
place the present 4-tokens-for-
35-cents rate. But passengers
now paying 10 cents would be
raised to 13 cents cash or two
tokens for a quarter,

Mayor Bernard Samuel com-
ments: “I am  hopeful ' that
through economies not affecting
service to car riders, the Philadel-
phia Transportation Co. can con-
tinue to operate efficiently with-
out fare increases.”

* % #*

Follansbee Expands

Pittsburgh — Follansbee Steel
Corp. has acquired a controlling
interest in Federal Enameling &
Stamping Co., McKees Rocks, Pa,

. manufacturer of enameled ware
and other domestic utensils. Fed-
eral uses cold rolled sheet steel of
which Follansbee is a supplier.,

The agreement calls for the
acquisition by Follansbee of
slightly more than 70% of out-
standing Federal stock, amount-

ing to 28,213 shares. On Feb. 18,

Follansbee paid $3,490,560 in

cash for 51%, or 20,556 shares,

of Federal. The remaining 7,657

shares will be acquired through

the exchange of five shares of

Follansbee for each .share of

Federal. As a result of the

transaction, Follansbee stock

will be increased by 38,285

shares, The Union National
Bank of Pittsburgh has loaned

Follansbee $2,500,009. The bal-

ance of the cash required was
advanced from the corporation’s
own funds.

% % %
American Window Glass

Pittsburgh—At a special meet-
ing to be held here April 27,
stockholders of American Window
Glass Co. will be asked to approve
the merger of their company with
its wholly owned subsidiary, Glass
Products, Inc. The. merger would
involve a recapitalization of the
parent company.

It is proposed that each share
of present Window Glass 5%
preferred, par $25,
changed for one share new 6%
preferred, par $20, and one new
common, par $1. The present
common, par $12.50, would be
converied into new common
share for share,

Frigidinners, Inc. Common Stock
Put on the Market

Recently Woodcock, McLear &
Co. of Philadelphia, Pa., made the
initial public offering of Frig-
idinners, Inc. Common Stock. The
stock is priced at $2 per share less
24 cents dealer’s compensation,

Frigidinners, a local Philadel-
phia Company, is primarily in the
precooked quick frozen food busi-
ness. It is believed to be the only
company that carries a complete
' line, consisting of 16 varieties of
prepared dinners, and is also the
only company that sells frozen
dinners in disposable aluminum
plates to the major air-lines.

In addition to the pre-cooked
foods, the company also processes
two raw items—minute steaks and
meat patties. National chain food
stores and super markets take the
entire supply of these two prod-
ucts.

The business of the company is
growing so rapidly that additional
working capital became a neces-
sity. This is being raised cur-
rently. . -
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Phila. Stock Exchange'
Elects Barclay Pres.

PHILADELPHIA, PA.—At its
annual election March 1, membes
of the Philadelphia Stock Ex-
change elected William K. Bar-
clay, Jr., Stein
Bros. & Boyce,
President, to
succeed Frank
E. Baker,
Baker, Weeks
& Hardin,

Of 13 nom-

inees to serve"
on the Board
of Governors
the following
w-ere elected
to the seven-
man board: -
S amuel K. .
5211111;{)?’ ?;?_lrﬁ_ Wm. K. Ba“clay, Jr.
lips- & Co.; :
Harry MacDonald, Bioren & Co.;
H. Gates Lloyd, Drexel & Co.;
Frank E. Baker, Baker, Weeks &
Hardin; George W. Elkins, Jr., El-
kins, Morris & Co.; Herbert T.
Greenwood, H. T. Greenwood &
Co., and William DeHaven Town-
send, DeHaven & Townsend,
Crouter & Bodine,

Halsey, Stuart Group
Offers Utility Bonds

Halsey, Stuart & Co. Inc., Wil-
liam Blair & Co. and The Illinois
Co. on March 1 offered $3,000,000
Wisconsin ‘Power and Light Co.
first mortgage bonds, series B
3% %, due Jan. 1, 1978, at 102.46%
and accrued interest. The group
was awarded the bonds on its bid
of 102.01%. -

Proceeds from the sale of the
bonds,  together with proceeds
from: the company’s recent sale
of $3,000,000 4.80% preferred
stock, are to be applied towards
the company’s - construction pro-
gram.

Wisconsin Power and Light Co.
is engaged principally in supply-
ing electric energy and manufac-
tured gas. in central and southern
Wisconsin. The territory has an
estimated population of close to
450,000 and is centered principally
around the cities of Sheboygan
and Fond du Lac, Beloit. and
Janesville, Beaver Dam and Por-
tage.

For the 12 months ended Sept.
30, 1947, the company derived
about 90.7% of its operating reve-
nue from the sale of electricity,
7.5% from the sale of gas and the
remainder from the sale of water
and central heating service. Close
to 40% of the power produced by
the company in 1946 was gener-
ated in its own  hydro-electric
plants. For the 12 months ended
Sept. 30, 1947, gross operating
revenues were reported to be
$16,186,035 and gross income,
available for interest, but after
depreciation and all taxes, was
$3,905,915; maximum annual in-
terest requirements on funded
debt outstanding after this financ-
ing will total $1,124,750.

The company may redeem the
bonds at a price of 10550% in
1948, the premium reducing an-
nually thereafter.

FiC Banks Place Dehs.

A successful offering of an is-
sue of debentures for the Federal
Intermediate Credit Banks was
made Feb. 18 by Charles R. Dunn,
New York, fiscal agent for the
banks. The financing consisted
of $77,080,000 1.55% consolidated
debentures dated March 1,. 1948
and due Dec. 1, 1948. The issue
was placed at par. Of the pro-
ceeds, $38,510,000 was used to
retire a like amount of debentures

maturing March 1 and the balance
of $38,570,000 was new money. As
of March 1, 1948 the total amountl
of debentures outstanding
amounted to $404,490,000.;

Bond Glub of Delroit

Annual Dinner March 4|

DETROIT, MICH. — Thursday,
March 4, 1948, is the date chosen
by the Bond Club of Detroit for
its Thirty-second Annual Dinner,

The dinner
will be held
in the Wayne:
Room, Hotel
Statler, at 7
p.m. Cocktails
will be served
in the Bagley
Room at 6 p.m.

The guest

speaker will
be Prentiss M.
Brown, Chair-
man of the
board, The
Detroit Edison
Co. The title
of his talk is:
“The Qut-
look.”
- Because of the prominence of
the speaker and his broad knowl-
edge: of banking and industrial
affairs, the Committee is looking
forward to an unprecedented large
number of guests. Guest tickets
are available from Mr: G. S. Cur-
rie, Crouse & Co., RA. 8670.

Gordon B. Todd and
Five Gthers Accused of
Fraud and Usury

N. Y. State Attorney General ob-
tains ' injunction against group
operating scheme to avoid Fed-
eral Reserve margin requirements
Nathaniel L. Goldstein, New
York State Attorney General, ob-
tampd on March 1 an injunction
against six men, charged with
fraud-and usury in the operation
of ‘a scheme to get around the
Federal Reserve margin require-
ments on stock exchange transac-~
tions. An injunction order by
Supreme Court Justice Pecora has
been issued against Gordon B.
Todd, head of Gordon B. Todd &
Co., 25 Broad Street, New York
City, reputedly a dealer in puts
and calls, and five other men, re-
straining them from dealing in
securities. The injunction requires
the men to show cause by March
15 why the restraining order
should not be' continued pending
trial for a. permanent writ.
According to the Attorney Gen-
eral, the accused offered investors
the opportunity of buying 100-
share blocks of any listed secur-
ity through Gordon B. Todd &
Co. without furnishing cash or
collateral. The purchaser was re-
quired to sell out within a week
and received any profit—and, of
course, paid any loss—but he also
was required to pay Todd & Co.
6% interest on the money ad-
vanced for each 100 shares plus
a $25-a-week ‘“‘service charge” on
each 100-share block. -
Associates of Gordon B. Todd
named as co-defendants are Ed-
gar B. Hunt and Clifford J. Pough.
These three men are also charged

Prentiss M. Brown

with failing to register as dealers |

in securities. .

Customers’ men accused by the
Attorney General as having solic-
ited and handled Todd’s orders
are William A. Hagerty and John
F. Murray, employed during the
period covered by the Attorney
General’s investigation by Mal-
lory, Adee & Co., a member.of
the New York Stock Exchange.
Another customer’s man accused
is Gerald Monahan, employed by
Joseph Faroll & Co., also a mem-
ber of the New York Stock Ex-
change,

The Stock Exchange on March 1
announced it had suspended the
license of Mr, Monahan as a cus-
tomer’s man pending the outcome
of the hearings in the matter.

As the firm of Mallory, Adee &
Co. dispensed sometime ago with
the services of William A. Hagerty
and John F. Murray, no action
was taken in their cases.

Holds Commodity Break a Warning Signal

First National Bank of Boston says we are in a vulnerable lush
period, with a bloated and distorted economy supported by stilts,

“The dramatic break in farm commodity prices is a warning
signal that the boom is highly vulnerable,” says The First National
Bank of Boston in its current “New England Letter.” Continuing
the Bank says, “We are in a lush period, with the bloated and dis-

torted economy supported by
stilts. Once again it is demon-
strated that relentless economic
forces will in the long run pre-
vail over short-term political ex-
pediency. ]

‘Farm prices, led by grain, un-
derwent a sharp decline because
the report. that crop conditions
had so improved indicated that
the acute food crisis had been re-
lieved and apparently world food
requirements would be largely
met. - *

“The index of farm commodity
prices has declined about 10%
from the mid-January peak. It is
possible that prices of agricul-

tural products will fluctuate with-

in a comparatively narrow range
pending more definite clarifica-
tion as to the outlook for fall
crops. - Prospects are that if
bumper crops should materialize
here. and abroad, farm prices
would undergo a further sharp
decline which would be shared to
a lesser extent by non-agricul-
tural commodities, and this would
signal the end of the current
boom. Subsequent readjustments
on a moderate scale would. place
our economy in a healthier posi-
tion. There are no prospects that
any decline in business would re-
peat . the -trend following the
crash of 1929, as the business pat-
tern is entirely different. In the
earlier period  business had ex-
hausted the backlog of demand
inherited from the first World
War and was riding along on bor-
rowed ‘money, which ‘gave out.
Now, on the other hand, the
pent-up demand is perhaps the
greatest on tecord .but-it needs
to be satisfied at a lower price
level in order to clear the mar-
kets.

“While the boom is similar to
that of ‘1920, there are striking
differences. The backlog of de-
mand is greater as our participa-
tion in the last war was over a
more extended period. The farm-
ers are in a much stronger posi-
tion; with' debts much lower and
savings considerably higher than
after the end of the first World
War. - Furthermore, the govern-
ment is committed to support
farm  prices at around 90% of
parity to the end of this year, In-
stead of allowing nature to take
its course, as was true in the 1920-
21 period, the government would
in the event of a business reces-

sion step into. the breach and pro-
vide cushions to soften the im-
pact. :

“The” decline in farm prices
calls attention once again to the
chronic problems of the farmer.
Agriculture constitutes a signifi-~
cant segment of our economy.
About 19% of our population live
on farms, while farmers now re-
ceive about 15% of national in-
come and in consequence are an
important source of demand for
industrial products. Agriculture
as an industry is handicapped by
lack of control over production
because of the important part
played by the weather.. On the
other hand, consumption of most
agricultural products is quite in-
elastic, with the consequence that
even a drastic decline in prices’
does not appreciably stimulate
demand. As a result of these con-
ditions, agriculture in more nor-
mal times is subject to chronic
surpluses, It would appear that
the peak of the agricultural boom
has been passed and that the
trend of farm commodity prices
and land values is downward.
Over the years, after trying one
measure after another,. no ade-
quate solution has been found.to
the problem created by over-
supply because there has always
been resort to political expediency
brought on by pressure groups
aided and abetted by politicians.
Many times government agencies
work at cross purposes, such as
advocating a reduction in acreage,
while at the same time there are
extensive programs for the de-
velopment of new lands: through
irrigation, the selection of bette<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>