R ATV 1o G ) 2 1 Ty S

. Reg. U. 8 Pat. Office

‘New York, N. Y., Thursday; April: 15 1948

0|l Cannot Heat All Amenca

_By. BOBERT WILSON*
Chamnan of the Board, Standard Qil Company of lndiana

& Commeltmg on the rapid increase in.fuel oil consnmphon, Sfandal'd e
- Qil executive reviews: efforts of industry to.expand production. Lays: :|:
' blame for, shortages largely on overselling of oil burners, and pre-"
... dicts, barring unforeseen eventualities, expanded oil output in 1948'5’_"
. may reach 8%, but foresees nndequate fuel oil :upplws for at least.

_ three years. Says real.hope lies in technelogy and free ‘enterprise, -
- but, because oil situation will be tight for next two or three years, . :ﬂh::o,:n:::pm?ﬂ&xn;:;:,?ﬁriﬁix::‘hﬂn;

,recolnmends oil burner concerns limit. business -to . replacements. -
Foresees rapid development of tidelands, oil- ‘Tesources. 1] 1 eqmty o u;;h::;" :’rh::::,::eroﬁn'n“v;ﬁ:::ng.::l:;.f' ‘d"’.e'

In prior years'the burner industry proceeded on the assumptxon
that fuel oil supplies. would ‘continue to be adequate in: peacetlme as
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An Ideal Money

: By IVAN WRIGHT
D Wright, in anmalyzing..ideal :
i money, finds no other standard
" ‘better than .gold. = Cites difficul-
. ties of “managed money” based -
;" on index numbers, and lays busi- .
" ¢ 'ness depreulols to abuse ‘of
cmht rather than fluctuations in--
‘value of gold.
! What ‘would be an 1dea1 money '
i and would such a money be de-
| isirable?. ' 5
71 .To describe an 1dea1 money that

i would suit “everyone may not
: be possible, But it does seem pos-

‘ ! . 'By GEORGE D. woons* : ;
Chairman, Executwe Committee; The First Boston Comnﬂon
After tracmgkﬁnancal mwti ‘of - utilities,” Mr.: Woods ' contends '
.. sérious  problems::are in: prespect for future, becaunse .of enforced:
/. competitive bidding and break-up of holding ‘companies.: ‘Urges local |

il am’ gomg to make:the assumptlon this’ mornlng ‘that the statis- e
tics relating to- the ‘prospective growth and the Tequirements for new

sxble to describe .an ideal money

‘D1, Ivan ' Wright

that would be
best for the

~general . pub-|.

« lic. ‘'welfare.
" Such a money,
it.: seems”: to
me, would be
a.money that
*was-
in size,  con-
 tent and qual-
ity a money

¢ . that is divis-

ible into large
.»orsmall quan-
- tities; -easily

transferable|

and fool-proof
against coun-

they always had been. .In fact, it wasn’t even considered necessary
to provide . the oil industry” with quantitative ‘data-on oil “burner

‘capital of the:electric light and power industry are well known, to
you. Certainly, your industry is -extremely. well supphed with

. .sales by areas.®

such statistics -

uniform |-

so;:that 'ade-
. quate’ provi<

sion- could be |

madeforsharp
increases 'i.n
fuel require-
ments.
Also, in past
* yedrs. most of
us in -the oil
- industry  have
pided and en~
couraged . the
-installation of
“oil burners in
-an  effort to
-build*a’ mar-
ket for what

Dr. Robt. E, Wilson

EDIT ORIAL' .

As We See It

Not Just This Year and Next

Rearmament forelgn aid (often a formof- bnbery)
revival of the wartime “draft,” universal military training,
and . all the regulations;. restrlctlons, ‘and  controls ‘which go
along with such things, or at any rate have gone along with
them in the past — these are"evidently ‘the order: of the
day among many of our polmcal and probably’all of our
military leaders. A gigantic, carefully planned propaganda

.| through :;
'| efforts - of the'
| Edison: - Elec~
"tric Instltute,,

as wellasvari-

;lous ‘publicai:
[ tions, :
‘ling the “Elec--" &
trical - World’.

includ-.

and the “Pub-
lie: Utilities:

-Fortnightlv

Let it ‘suftice
to; --say--

the ;

~that.-
there is ‘every,’
indication,”
Darticularlym,

the ‘Southeast, . .

Georn D. Wooda

campaign. in support of these measures has.been greatly
aided and abetted by the behavior of the Kremlin in recent
months. The result, or one of them, is that a surge of
popular feeling has been ‘aroused which appears.to place
many  of ‘these projects -or ‘proposals in -that -politically
sacrosanct list' which: 'no. politician -and few 1nd1v1dual
citizens care to question.

Many and, very serious dangers lurk in this situa-
tion, as we have been ‘at pains to point out in these
columns in recent weeks. There is, however, one aspect
of this state of affairs which we suspect very few of

47 terfeilers;'a nioney that could be
counted 'upon at all times to serve
the functions of exchange in trade
and "the measure of price rela-

' tions. .The function of a. store-
: house of value often ascribed to a
* good money is open to question.
In order that a money serve the
. purpose of a storehouse of value
‘it should be a money that would
! keep its purchasing ‘power, Un-
happily., no money is uniform in
this respect. But is money. .to

(Continued on page 35)

was. largely a by-product, to pro-
vide an off-peak load for our dis-
tribution facilities and to create a
steadier year-round operation ‘of
both refining and marketing. The
market that was thus being en-
couraged by’ both of us has sud-
denly grown to the point that the
winter - peak  far surpasses the
summer one, and has created sup-
ply, storage and winter distribu-
tion problems that have become
(Continued on page 28)

of an enormous growth in -your
business over the next few years, - -
and there is every indication that
the individual operating compa-
nies, while varying in detail, will

/(Continued on page 26)

‘| *An-address by Mr. Woods at

the 15th Annual’ Conference of
the - Southeastern Electric Ex-
igzgge, Boca Raton Fla, April 9,
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*An address by Mr. Wilson be-{.
fore the Oil-Heat = Institute of

America, Inc., Chicago,. IlL, Aprxl . SContinued

us have fully understood and appreciated amid all the :
flurry of discussion about the possibility of war in the :

on page 28)
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s Problems

Forecasting relatively stable basic loiig-tetin money rates for utilities

Ahead

By EDWARD HOPKINSON, Jr.+. .-
Partnér, Dréxel & Co., Philadelphia-
Members, New York Stock Exchange:

in Utlities Financing

: Ebmpgﬁiés with sound cipital

stiuctures, Mr. Hopkinisoti strésses need of strengthening markeéf fof utilities’. shares by encouraging-.
veritare capital investment, Points out difficulties in utilities’ equity financing bécause of heavy and "
inequitable fax burdens and high margin requirements on stock transactions.. Reviews importancé of -
- maintaining sound capital structuve so as fo inake utilities’ obligations legal for savings bank investments..-
" The outlook and markets for public utility bonds will be.affected. both by general
market and economic conditions and by conditions within the several branches of the in-
dustry. I have no doubt, in the discussion of government bonds you.will hear later in the

day, there will
be a more de-
tailed discus~
sion of gov-
ernment fiscal
policies than
would be ap-
propriatée in
this diseussion -
of one .seg-
ment of bonds. -
Nevertheless;
certain g e n-
eral observa-
tions’ have a-
very - définité’
bearing ‘upon A e
the - cost - of E.Hopkinson, Jr.
utility com- = §
panies of financing that-pertion of
their capital. requirements ' for
which - eash cannot be - generated
within the industry: by deprecia~
tion reserves and. retained earn-
ings. . :

A business recession in the com-
ing months seems less likely as a
result of recent developments in
the adoption of the European’ Re~
lief Program on  a non-partisan
basis, the corrollary rearmament
program ‘and the’ passage of ‘the
tax reliéf measure over thé Pres-
ident’s veto by such overwhelm-
ing majorities; While the "added
foods ‘and goods required for these
programs should not representian
important. percentage of our total
production, the. adoption of the
programs - themselves  should
strengthen ~confidence. - Recon-
struction of Western Europe and
our own preparedness for war, if
need be, is the best way to min-
imize the likelihood of war,

All this means some increase in
inflationary  presstires. !

One school of thought has more.
or less consistently’ advocated
monetary. and/or price controls to
cure inflation. In my opinion
there is no magic formula to halt
inflation, and I believe the only
real answer. lies in greater enter~
prise .and in greater production.
Jf this is the right answer, then
the measures which should be en-
couraged. by government, and by
private enterprise, -are. - those
which will create a healthy at-
mosphere for business and stim-
ulate greater production, so as to
more -nearly bring 'into- balance
the supply of goods with high de=
mand; which is a natural corollary
of full employment at high wages.

i

War Inflation Inevitable

Great monetary inflation dur-
ing the war wasg inevitable. Con-

| trol of the supply of monéy is now

in the hands. of. our fiscal and
"#An address by Mr. Hopkinson
at the Investment Forum of the
Savings' Banks’ .- Association " of
Connecticut, New Haven, Conn,,
April 8, 1948. '

monetary authorities,
commercial banks of the country:
The balance between inflation and
deflation will depend upon the
wisdom with which the author-
ities exercise these controls. This
caution and wisdom was not ex-
ercised in 1920, ‘1929 ~and 1937,
with the result that deflation was
precipitatéd and, once started, was
hard-to stop, as has been proved
in those  disastrous: episodes ' in
our: financial history. I am firmly
convinced that - the  Federal Re-
serve System should continue: to
follow, its présént policy of mod-
est action to restrain a further ex-
pansion of bank credit, but for it
to take aggressive action to re-
duce the existing supply of avail-
able: funds, might well produce a
disastrous -check upon the expan-
sion..of . business - enterprise. s0
necessary to increase prodqction‘.
"To bring  about- deflation' by
general credit restriction, it'must

be such as to create unemploy*|

ment and an indiscriminate reduc+
tion in consumers’ disposable in:
come hefore it.-could be effective,
Thé food price situation is one of
our most serious problems . and
continued high' or rising prices
for food makes miuch more likely
another round of wage increass2s,
and 'so on. But ‘we cannot expect
a’ reduction in’'the aggregate de~
mand for food (or other consumer
goods) by “following a policy  of
allowing = government ' security
prices to seek their own level, or
by forcing security prices down
by Federal Reserve sales to con-
tract “credit, unless. the " policy
were carried to a point that sub-
stantially reduced production and
employment, and, therefore, con-
sumers’ disposable income.

1 do not believe this should, or
will-happen, and therefore'I look
for -relatively " stable basic ‘long-
term - money rates.. This: means
the public utility companies, with
sound capital structures, should be
able 'to . finance  some “portion: of
their new capital requirements by
senior, securities, over the near-
term at Jeast, at around present
interest levels. However, one must
expect fluetuations. in these rates
from time 1o time as the law of
supply and demand asserts itself,
as is illustrated by the currén
higher yield required to succéss=
fully distribute new issues com-
pared to comparable outstanding
issues, often of the same company.

Utilities’ Capital Requirements: .

This leads us fo & survey of thé
capital requiréments -of the util-
ity industry. - A 1947 survey ' of
the needs of the eélectric com-
panies by the Edison Electric In-
stitute, showed the aggregate con-
struction expenditures necessary
over the next - five-year - period

We Maintdin Aciive Markets in U. S. FUNDS for

Powell River Co., Ltd.

Minh. & Ont. Paper

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

not. the;

would .. approximate - $5 . billion
This :figure is probably on the
low -side due to increased prices
and some projected additions. Thig
construction program has not the
same -flexibility as in the indus-
trial field, because™a utility com<
pany. is compelled {0/ meet légiti-
mate-customer demands for. serv-
ice regardless of price levels, In
addition to the electric program;
vou are familiar with the’ enor-

mous sums of-money--required by ||

the, telephone companies.: In 1947
six- issues offered --by -American
Telephone & Telegraph Company’
and 'its ' subsidiaries, aggregated
over $1 billion, practically all for
new . money.. This -included $360
million convertible debentur2s of=
fered for subscription by stock~
holders, /- : o {
Likewise, the gas industry has
substantial . eapital . requirements.
The' demand for natural gas for
straight .and‘ mixed use"in -areas
where' it has heretofore been un-
available, 'as well as in manufac=
turing  and ‘processing - operations
where' gas has demonstrated ' its
superiority to other fuels, has re-
sulted' in extensive plans and ‘ap>
plications for further additions to

the ~trunk 'lines network. , More |

than 320,000 miles of mains were
in use at the end of 1946, and sub-.
stantial increases -for main .mile-
age were made during 1947. It is
estimated that in 1947 over $700
million will: have been spent for,
new gas facilities, with more than
half of the total going into natural
gas transmission” facilities. . This
figure compares with about $300.
million of c¢onstruction expend-
itures in' 1946 which, in: turn, was
an increase of almost 100% over
the previous year. The construc-
tion figure for 1947 includes the
purchase from the government by
private interests of the Big Inch
and - Little Inch lines. and their
conversion from: oil carrying to
natural gas transmission, No es-
timates of construction expendi-.
tares  for 1948 ‘and. ' subsequent
vears  are available, but, having
regard to applications pending be-
fore-the Federal Power Commis-

sion they will be very substantial.

s 'Future Utility Financing
- “Howis this enormous’expend-
iture going to be financed? - Obvi-
ously -the form the prosp=ctive
new-money offerings of particular
companies. will take, whether:sen-
" “/(Continued on page:31)
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Jmmedxate provmon be made for

-l on--demand - deposits, with power

‘I'to the Committee follows:

‘| Committee last Nov. 25; I empha-
1sized that I was speaking only for
“|'the*-Board " of - Governors “of the
/| Federal ‘Reserve System. In pre-
| senting a‘further statement today

;| the’ intervening. four. months, I

J|of the Board,

‘|- our -economy of mlhtary and re-
«|lief s expenditures 'is: said = solely
‘|from-the standpoint of the impli-
r{eredit policies are concerned. We

+|feel that in any effort to deal with
<.|:monetary. and . credit, problems

‘| the - disappointments of the: past

~«CERTIFICATES ' ||

‘Whitehall £:6330]

“thority to im-
_pose special
reserve re-
quirements on

1 ne commer-
cial banksasa
curb against
undue . credit
pansion. The
present re-
quest, how-
‘ever, took a
milder form
than' previ-
ously, Chair-
man Ecc¢les
" oroposing that

‘4urrlnar 8. Eccles

a:special primary reserve of 10%

to expand it to 25%, instead of his
previous request that-the’special
resérve be at once made 25%. of
deposxts

“Mr. Eccles. prepared statement

‘When 1" testified = before this

covering the monetary and credit
situation 'as it ‘has.developed in

am again speaking only on behalf_

? iy B
We, of . course, do not partlcl-

foreign relief, Accordingly; what

say’ with -regard to the impact of
cations so: far as- monetary-and

under the situation now existing,
we ' should ‘clearly recognize the
alternatives ' before us’ and ' the
economic consequences of expand-
ing military outlays superimposed
upon the present large budgets
for military purposes and for our
program of world aid.

i"Never in our memories has the
world * been pervaded by greater
fears, confusion-and discourage-
ment, arising chiefly because: of

and the uncertainties of ‘the fu-
ture. - The great hopes. we- had
during the war for-achieving a
lasting .peace. in . a  prosperous
world have been steadily dimin-
ished: because a few ruthless and
despotic men hold a sword of
Damocles over the heads of free

peoples throughout the world. It
is 'difficult, if not impossible, to
plan for a rational econornic fu-

while that sword hangs over us.

We think 'that the prospect: of
removing the threat by :peaeeful
means will be immeasurably en+
hanced the sooner we assert. our

.moral and physical power to és-

tablish the foundations for peace
before we are engulfed by  the
economic and social problems
which - grow more menacing the
loiiger the establishiment of a firm

‘basis for permanent peace 1s de—

layedi

Monetary Situation. in November

Last November the country was
faced with rapidly mounting in-
flationary pressures. The- issue
then -was how to' curb' mounting
inflationary - forces . by . striking

.directly at:the basic cause, name-

ly, an effective - demand—com-
posed; of : spending out of past
savings, current income and- new
credit—in .excess of .the over-all
supply of goods and .services. As
pointed out in the Board’s state-
ment .to this Committee, correc-
tion of . inflation at its advanced
stage had to be.on a broad front;
fiscal pollcy had. to be: our main
reliance; and monetary and credit
policy was supplementary {0
other - fundamental actions.
Board felt then, as it feels. now,
that effective monetary and credit
policy would reduire legislation to
provide the Federal Reserye Sys-
tem with new powers that would
servé as a partial substitute for
those  traditional powers which
had begome - largely. unusable in
view of the huge public debt.

The essential monetary. fact in
the inflationary situation at.that
time was. the amount of liquid
purchasing power in the hands of
the public, that is, currency, bank
deposits and Government ' securi-
ties, aggregating in all about $254
billion, or more than three times
the amount held in 1940. " This
amount of cash or cash equivalént
was in large part inherited from
the financing. of the ‘enormous
Federal deficits incurred in prepa-
ration for and prosecution of glo-
bal war, - Not only did we have
this huge volume of ‘cash or cash
equivalent already availablé last
November, but at that time, de-
spite the anti-inflationary influ-
ence of ‘the Government’s large |
budgetary surplus, the amount of |
liquid funds was being rapidly’|

increased ds a result of ‘ bank 1
credit expansion to finance busi- |

nesses and individuals ‘as well as
State and local governments.
Because " of - the necessity for
protecting the Government’s fiscal
and debt management position by
maintaining an orderly and stable
market for Government securities,
the Federal Reserve System was

(Continued on page 39)
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" v .. [y K , --’~. < | | )
President’s Advisers Stress Inflationary Trends
In report covering first three months of year, they sze greater need for wage-price controls and stand-by
rationing. - Say $6 billion European aid and defense plans have changed situation. * -

Acccrding to a, memorandum issued on April 9 to the President by the Council of Eco-
nomic Advisers, the three man board, of which Dr. Edwin G. Nourse is Chairman, asserted

,

new devel~nments since the first of the year threaten to intensify inflationary tendencies

and require .
stand-by con-
furpls of wages:
ad prices as
cvell as addi- :-
idonal fiscal
curbs. Thetext. .
>fi the memo- "
rapdum  fol- .-

Jows:
“""The  Presi~-
dent’s Eco- °
émic Report -
of-Jan, 14,1948
stressed ' con-
tinued .infla- .-
tionary ten -
- dencies as- the. © .
‘prime -danger. * ¢ .
- to; be. combatted in early 1948. It
.recommended *maintenance of the

e

Ed‘w(n:d. Nourse

. existingilevel of taxation and the|

* tightening " of . credit - controls _as
restraints. upon . the. general price
level, and extension‘of rent con-

frol and initiation of allocation of |,

+ materials - as: specific - -devices for
.meeting. the inflationary dangers.
It recommended-stand-by “controls
of prices ‘and -wages, to be in-
voked " if ‘crop conditions. during
1948, the actyal impact -of .Euro-
pean - Recovery Program .as au-
thorized by the Congress, or other
economic' - developments ..should

;- bring particular .inflationary.situ-
ations to a critical level..

These recommendations were

. made in contemplation of a for-
eign aid program-approximating
the $6 billion program enacted by
1!:%1:49Congress for the fiscal year
. .After the passage- of three
months, we should now examine
and .evaluate . certain. important

. new factors that have entered or|"

old factors that have changed
.since Januéry, and on this. basis
consider -what new or modified
policies are now called for.

é The Commodity Price Break and
i~ Other Anti-Inflationary Factors

One important new factor de-
iveloped early in the quarter in the
.form of a sharp break in prices of
{agricultural products, particularly
;grains and livestock. The strong
inflationary push given to the gen-
jeral price and wage situation dur-

ing 1947 had, among other things,
reflected a condition of poor crop
yields-in much of the world. .In
the. first half of December, 1947,
{ reports of crop conditions both at
thome  and abroad became more
‘favorable, and the January report
of ‘the ‘grain carryover was larger
;than had been expected. This bet-
;terment ‘cf the food outlook was
sreflected 'in considerable fluctua-
ition-in agricultural: prices, which
i culminated in a sharp break in
:late January, From a low about
j the middle of February there have
%been several short periods’ of re-
j covery, but with these prices in
{ the main making a plateau forma-
;tion‘somewhat above the bottom
{ point-of the dip. . 3

In many quarters, the agricul-
tural ‘price break was hailed as
the end of. inflation.. Some even

P —

- American Hardware

% Contral 11 Pub. Serv,
- Detroit Harvester -+ .

Firemen’s Ins. Co. of Newark*

thought it was the beginning of

a recessionary movement which |

would spread throughout the eco-
nomy. As the Council then re-
ported, however, there were clear-
ly discernible factors which would
make such a general movement
extremely unlikely. Agricultural
prices were not being forced down
by any surplus of farm products
either at home or abroad and they
were not.falling into a vacuum.
They were declining toward .the
support levels provic}ed by exist-
ing agricultural legislation. Ce-
reals and meats were- unlikely to
test ‘those levels in the face of
the fact that at least moderate

scarcity of food would exist .in

the markets-of  the world during
the: closing - months.. of ‘this. cropn
year ‘even-if ‘conditions: for: the
1948 . crop - should -develop very
favorably. - Gt .o
It was most fortunate for our
people ‘that -this first open:break
inthe inflationary’ movement -oc-
curred -at the one place where
it would induce no-chain reaction
in"the shape -of reduced ‘produc-
{ion ;and ‘of loss. of employment
ihroughout . industry. ‘ The ‘decline
in agricultural prices did not have
;my direet- effect upon: production
and “employment, -and when the
grain ‘markets had ‘become: fairly
well stabilized - before the ‘end. of
February, we could feel confident
that the economy.as a whole had
been ‘distinctly - benefited. - While
the break had not created: any
specific . recessionary de\{elop-
mentg, it had induced a desirable
degree of caution in the business
world. L
In ¢ontrast to the break in ag+
ricultural prices, there was no
important reduction of industrial
prices ‘during the first quarter.
The weekly wholesale price index
of goods other than farm and food
products, which had been rising
at a.steady rate for full six months,
dropped only one-half of 1% in
February to a level which it has
since maintained without appre-
ciable variation., } :
During the first quarter, reports
of consumer resistance became in-
creasingly prevalent and. indica-
tions that competitive conditions
were returning, or would return
over wider areas as the year pro-
gressed, carried an intimation that
the economy was approaching a
“topping out” area in which the
forces ‘of inflation would be abat-
ing. This was reflected in a grow-
ing -sentiment in commercial and
industrial circles that the “honey-
moon is over,” the “bloom is off
the peach,” “it’s time to put our
house in order,” “we've got really
to. sell the. public, not just book
orders,” andthe like. Of courssz,
this trend of -thought and. action
has been most marked  in: soft
goods and light manufacturing. It
did not hit automobiles, heavy in-
dustry, ' or, basic, materials, such
‘as coal, petroleum, and steel. Even
these industries, however, showed

a sobering sense that their turn

. Portsmouth Steet-- = <o onss

Stromberg Carlson Com. & Pfd.
Tenn. Gas & Trans.
Texas Eastern Trans.*
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... _GoopBODY & Co.
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would come in a future which was
coqstantly drawing nearer.

The Steel Price Raise and “Third-
Round” Spiral .

In contrast to the favorable eco-
nomic factors which characterized
the - opening months: 0f " 1948, ‘the
last few weeks have witnessed de-
velopments which have given new
impetus to the- price-wage spiral
of inflation and threaten seriously
to'retard production and to impair
the real purchasing power of con-
sumers. i vy

The first of these developments
was the mark-up; of prices of
semi-finished steelion' Feb. 13 as
the climax of a creeping advance
in’ various steel' prices that ‘had,
béen going on during January and
early February, This advance in
prices. of .a ~commodity' so basic
as steel-threatened compensating
price. advances in a wide. range
of ‘steel-using . industries: : This
would -aggravate. the - general .in-
flationary tendency or, encounter-
ing the consumer resistance which
we have already mentioned, might
lead to 'an’ impasse' and . curtail-
ment of production, The furore of |
public criticism of this move: the.
prompt jnvestigation: by the Joint
Committee’on the Economic Re-
port,” and. reports: én-the subject
by the Departments of Justice and
Commerce’ and - the: Council - of
Economic Advisers served -to check |
the spread of price increases to
finished steel. But the steel wage
settlement was yet to be - made,
and . the ' whole. situation:: was
ithrown into confusion by the stop-
page  ‘of ' coal ‘production: - on
March: 155+ 0 b s oA

Up to this time the so-called
third ‘round of'wage. adjustments
had progressed without extensive
work stoppages and with adwances
of wage rates mostly limited to a
range of 5 to. 15 cents an hour.
They did.not conform to a “pat-
tern”. but: rather to the pecyliar
situations of the: various compa-
nies and . in. the main were not
at-once reflected in ‘proportional
or larger:price: advances.:.: There
seemed 'to’ be ''some “'ground for
hoping “that labor:and 'manage-
ment would compose their differ-

ences without - strikes " and ' that

wage adjustments would in the
main be held within limits that
would ‘not require further price
increases.- Such an outcome would
demonstrate | our ‘ ability to use
voluntary bargaining methods to-
ward the containment of inflation-
ary forces.

The high cost of living still ex-
erts an upward pressure on wages.
Thus far the consumers’ price in-
dex has failed to reflect the com-
modities break which occurred in
February. This may represznt only
the customary time lag. But in
view of the recent stabilization of
commodity prices, and the addi-
tional buoyancy ‘which has been
‘injected by ‘the defense: plan,
there -is ‘certainly: no assurance
that the consumer price index will
go .down, and for such important
items as meat and rent, there is
strong reason why it may go up.
In the case of meat, it is esti-

Frvated thrat the =supply™ thistall

may be 10% below the supply last
vear. In the case of rent, the
housing shortage is still acute and
rent control has been loosened by
a succession of legislative steps.;
The. high cost of living still per-
sists as an important element in.
the wage negotiations that are
ahead. And significgnt industrial
leaders have expressed.in no un-
cetta_in terms “their prediction or
determination that- any substan-;

{tial wage increases would be fol-

Before

the Big Break

“ Stock market observer mantains as unfounded the reasons popi- i
larly advanced for a bull movement; contending earnings are vul-

nerable, defense spending will not last as important securities boom,

and inflationary effects of tax cut will soon be reversed. Asserts

alleged precedentvof war threats block’ng of substantial rise will

A tremendous swing to bull
recent weeks. Comments about

mended mod-

continue.
ish thinking has occurred during -

‘The New Bull Market” could be

found in financial columns almost every day up to the present writing

(April 10). Even the most conserﬁx\/ative of the services have recom-

erate broad-
ening of com-
mitments.
~What has
caused this .
sudden’
change? . The .
three : factors -
most com- -
monly men=--:
tioned 'by"the
bulls are high
earpings,” in- .
creaged. .gov=-_ "
ernment: .
spending; and - S
tax’ cutting. John E. Loshar
Since'l be- - 4 i bl
lieve that-all: three, if valid, could
and -should.- have' been ' !dis-
counted” by the. market-at-least

year_.ago—certainly.. none of
‘them ;has taken ‘any * intelligent
dbserver by surprise—I am forced
to the “conclusion that 'the . big
change -in-speculative- psychology
has’ been brought- about: by one
thing, and one alone: an, actively
higher market, In order:to sub-’
stantiate ‘'my reasons « for this
opinion I'll try to show that the
‘bullish arguments; whether or not
they were a_ year, ago, are: not
valid today.

Earnings Vulnerablé

. First, it is ~apparent that the
currently. high level of earnings
is extremely vulnerable. Costs, in
general, have increased far more,
percentage-wise, than ‘profits.
This' means that even if .there
were no further cost increases to
be considered, it would take only
a slight decrease in volume (or
prices) to turn a large gross profit
into ‘a net. loss. In many lines
supply is approaching, if not al-
ready exceeding, demand. When
this nappens, fictitious order back-
logs ‘disappear, leaving in their
wake' intensified -competition.. It
is'reasonable to assume, then, that
volume will decrease in certain
industries, . Even in. industries
where volume is maintained, prof-
its will ‘depend on-the extent to
which . rising costs can be cur-
tailed, or prices increased. The
recent steel:: furor " indicates -the
improbability of further price in-
creases even in a ‘non-competi-
tive”: industry, and certainly "in
competitive industries .the price
trend should be down. Hence any
rise in costs ‘must come out of
profits. - Since the ‘third round
wage increases have ‘but started,
it appears that costs will continue
to rise. With diminishing volume
and/or increasing costs probable,
therefore, it seems to me .that the
trend of earnings will turn down
before very long. -

" Profit Curbs on Goverimen
: Orders - :

In answer to the second bull
argument, government orders are
generally filled on a considerably
" tessprofiteite=busts=t™t others.
' There are several reasons for this.
First, government business (above
a certain minimum) 'is subject to
statutory renegotiation.
 bid contracts, especially those for
“new items” which are so impor-

uf.sually contain some kind of price
redetermination- clause, or are
written on a cost plus a fixed fee

haps the-most important, because

-~ (Continued on page 32) -
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Second, | =

tant a ‘part. of war purchasing,

basis.. But the third reason is per-|

even ‘low. profit  volume ‘Wwould{

help, .if the ‘normal- volume of
other - business . could be main-
tained: - “business as usual” be-
comes just a memory after Uncle
Sam .steps in. . A soap company -

| can’t make millions of pounds of
"1 GI.s0ap. and; still satisfy civilian
- demand.
1'weave thousands of yards of OD

cloth without reducing its output .

A" woolen mill can’t

of blues, grays, and brewns. Since

.| government -business - js ‘not only
.| 1ess profitable per se, but also re-

dueeés profiis.in ‘other lines,; there-

.|-fore, ‘the . bullish."implications of .
heavy defense spending are most—

ly JiJlusory. v

" EXcess Profitév. Taxation Likely
" The third and ]ast argument of

ing; is -perhaps. theirstrongest.
But even here, I believe, there are
two possible: flaws. One is that
there hasn‘t been,a :tax -cut yet
which didn’t bring in greater rev—
enues in time. The. other is that
any administration, faced with the
problem of increasing the national
debt or reimposing some form.of
excess profits tax, will (I believe)
choorse the latter alternative. (The
administration will be faced with

spending rather than-the tax cut.)
Since any excess. profits-taxation

tionary effects .of - the tax cut
should be short-lived at best. -

The three major reasons for an-
ticipating a bull market, there-
fore, ~all seem to ‘have: shaky
foundations. - Earnings are ex-
tremely vulnerable, and likely to
turn - down; defense spending is
not the great market boon that it
appears - to be; ‘and the  infla-
tionary. effects of the tax cut may
soon be reversed. ok

As  against lhese three quasi-
reasons for expecting a bull mar~
ket, the big bear argument—lack
of confideace in a peaceful and
prosperous - near  term - future—
gains strength day by day. As' I
write these words our own good
neighbors are fighting. Through-
out this country, talk of war is
gaining volume. ! i

The market has never yet had
a substantial rise when war wag
threatened, and I can’t see any
valid ‘reason ‘for - believing. that
precedent will - be - broken . this
year.

TSURE - SAFE
PROFITABLE

GORESE e, P L

the bulls, that the tax cut will re- -
sult: in-inflationary deficit finapc—-

this ‘problem, but due to heavy

will be .deflationary, the . infla— :




QOVi:ruéll.industrial outéut'c'dntinuéd to'show:a 'declihingiendehcy*

.. zine states, . o -
... .The.steel labor talks were adjourned last. week until U: S. Steel
- Canagément. looks- over: the union :presentation given-them. When

Th ‘ / Steel . Production
e ¢+ Electric Qutput
7" Carloadings
Retail Trade
Commodity Price Index ..

 State of Trade | EE
andlnduStry m:o;"-::lt‘:::tl

5

o~
+

> ‘ghe past week-and closely- approximated -the level of the correspond-
-ing week a year ago. : : RSO S W

+ o Strikes in- some: of ‘the basi¢ industries had:an ‘.advdx‘s_}é effect .
¢ on..nver'-allf industrial production"and curtailment of:some’ trarispor-|§
- tation facilities stemming from the.soft coal strike slowed. deliveries |

;. of some raw materials. -

The accumulative effect of four wé'eks’ suépenéioh of cdéf ininihg,.'
- states the magazine ‘‘Steel” in a current release, is beginning to bear’|
heavily on the supply of steel and is producing an‘industrial paralysis |

*. that is creeping over the nation. - Unléss coal  shipments ‘are resumed
¢ ‘quickly, the trade- paper -adds, industrial output will be reduced

. 10 a trickle in-a matter of a couple of weeks as-coal stocks are|

_ rearing exhaustion. .. - ; : pe ; 3
. For- the week" ended -April  3,: 1948, estimated - production of
- bituminous coal and lignite in the United. States, according:to the

> Bureau of Mines, amounted to 2,135,000 net tons compared with

* 2,120,000 net tons in the week of March 27, 1948 and 3,998,000 net
© tons in ‘the corresponding period of April 5, -1947. . Preliminary
estimates of soft coal and-lignite output for the month of March,
1948 totaled 34,016,000 net tons. This compared with a preliminary
- estimate for February, 1948, of 48,390,000 net tons and a revised
figure of 55,455,000 net tons for the March, 1947, period. The decline
in production' for March, 1947, reflects the adverse effects of the
-soft coal strike on total ouiput during that period. . e
: As ‘the impact of the coal tie-up spread, more than 164,000
“-workers' in other affected industries have been dropped from pay-
“ rolls. The Office cf Defense Transportation, in an effort to conserve
dwindling supplies, ordered a further cut in the operation of steam
. Jocomotives to 50% of normal, beginning on Thursday of the cur-
rent week.
the pits starting on Tuesday morning, the Office of Defense Transpor-
- fation rescinded its curbs on ‘railrt:ad svirvice.

The - continuation of the walkout of workers in many meat-

packing ‘plants had a slight effect on total output. = Production. in

* the week decreased 8, to 164,606,000 pounds from ‘178,400,000

{pounds. ‘Strikes in some sugar refineries, however, worked to cur-

< ~tail meltings considerably. : 3 ;
Mg 4y ‘ 3 . * Y ‘

‘According to data reported to the Federal Power Commission,
«-scheduled increases in - installed ‘capacity of the ‘country’s major
. .electric utility systems for the four-year 1948-1951 period will total
14,400,000 : kilowatts. : e !

- In 1847 4 new record peak load 'was reached and. totaled
+ 47,554,537 - kilowatts during- December; . This represented 'a.’10.1%
* increase over December;: 1346, and ‘was far’ above the, wartime maxi-
" mum of 38,253,000 kilowatts in'1945. - - -0 Tl el g, el i
# “Annual energy requirements for the year 1947.totaled 251,521,-
919,000 kilowatt-hours. ‘This was an increase of 31.5 billion kilowatt-
. hours or 14.3% over the 220,068,692,000 kilowatt-hours. in 1946, The
" 1947 total was substantially larger than-any preceding year, topping
" the 'previous maximum of 225,103,105,000 kilowatt-hours -in 1944
by 11.7%. = . ) R
: ; % * # A
i The usual post-Faster decline. in retail volume* occurred’during
. the. past week: Total dollar. volume of retail trade ‘was: slightly
. -below ‘the level of: the: corresponding week a year -ago, ‘the ' com-
..-parison 'being affected by the fact.that last year Easter ‘occurred
on April 6, While - clearance sales of iapparel were less ‘prevalent
. than a year ago, mild weather and Spring promotions helped to
stimulate consumer buying. ; : 7
Dollar volume of wholesale trade increased moderately during
the week and remained close to the level of a year ago. Attendance
at 'the wholesale centers increased considerably and retailers gen-
. erally, sought merchandise suitable for promotional sales and 'goods
{or current stock replacement. - . V : i .

 STEEL OUTPUT ‘SCHEDULED A_T 'LOWEST RATE SINCE
. DEC.9, 1946 WEEK , ¥

Scheduled steel output the current week will touéh_the lowest
< operating rate since the week of Dec. 9,.1946, when operations. at

<. ‘that period were slowed down ‘by another coal strike. ;

= Th2 cost of the coal strike- which was terminated on Monday—
- if -the 'indusfry, in the next three. weeks or so, gets back to-pre-
* strike .operations—will total about 1,400,000 -tons of. steel. Added
“ito’'this may:be several more . hundred thousand tons loss over the
- ‘next’' several months: due' to ‘dislocations: and damage -to equipment
¢ ‘pecause: of  the prolonged mine “shut-down, according to “The Iron
- Age,” national metalworking weekly, in its current review of the
i'steel industry. i

; -With' ne steel company holding ‘ample stocks of . coal above:

- the ground, the industry. is helpless against another mine shnt-
i dewn if. it should eccur. when: present coal contracts run out on
' June 30. - cgf eath j S

iy -.-The eoal.miners~pension plan means. higher: steelmaking ‘costs

.. for all: steel. companies and mineworkers’ wage demands,.after. the
. {present contract runs..out will ‘also- mean higher- coal’ costs. -The
.ichance of the steelworkers getting more.than a token raise now: that

.-13Mr,. Lewis -has-wrung - ivhat he- wants from coal ‘and' steel. operators

.1ig better this week. . In view of this outlook a steel price rise later

tin' the year is no longer a possibility, but a prebability, the maga-

.ibe. meetings.are, resumed , the corporation -is- expected- to give ‘its
.fanstver-—ther: “the bargaining: will start; It will get rougher as:the
sAtme:draws-cloge:'té -April 80% 'If ‘np:agreement is reached: then;

- . present: awage “rates- will applyﬁv)‘r_.z;ppth.er ‘year: and, management.

(Continued-on-page 33)-- -

‘Observations . . . .
E=———= By A. WILFRED MAY =—
Britain's Capital Levy—Collectivism via the Back Door
+* "o budget ‘which : Sir 'Stafford Cripps -offered. to his fellow-

‘citizens - last week ‘truly . has' the very-widest " social . and" économic |
:implications. It perfectly.exemplifies how economic planners:every-{
-where; -altheugh -waving- the flag- of *“middle-of-the<road”Soctalism; |-

g 7 -must.-.slowly. but-surely- move-ever- nearer-to

. encroachment’ may . in’ Great Britaih ‘as well as
‘elsewhere be unwitting as ‘well as.gradual, ‘it it

. ‘thereby even more dangérous that the clear and
. brazen Cominunist doctrine, . - eyt
.., It ‘represents just another example ‘of how
", state plannirig prevents.intelligent private plan-
“ning by individuals; ‘of how . Socialism confuses
*‘equality ‘with. freedom; and of how false a goc
is the. apparent Middle-of-the-road-ism betweer

= the-Right and the Left which Américan “liberals’

-are increasingly worshipping, !

. Apart from the reasons for the British Gov-
. ernment’s new attack on, capital, such as the
 -desire to appease Labor further, let us in this
- article confine ourselves.to taking a look at the

A. Wilfred May ' -gignificance of this ‘major forward step. of the

However, with the return of the soft coal.miners to:

planners, Despite Sir Stafford’s sugar-coating
of his tax proposal py aueging its price-lower.ng effects and that:i.
is 'to ‘be’ non-recurring, there can be no doubt'that this form of
" capital levy constitutes: epochal progress (?) along -the road pf the
States’ capture of all available capital, and the complete ending o:
every vestige of economic freedom. ‘ .

Back-Door Confiscation

In direct ‘contrast to Great Britain’s traditional abstention from
capital ‘gains taxation, she is .now pandering to Labor’s whetted
appetite ' for further confiscation-of-the-rich by a _back-door_ anc
punitive levy on capital. - Sir Stafford’s proposalis 'whol}y-mde-
ferisible economically both as to kind and form.. “The Special Con-
tribution,” as it is to be called, constitutes a terrific blow at private
savings. The combined rate of income taxation on .the upper brackets
will become 147%% of the income, ‘A levy on all capital, assuming
that it could be administered, would be bad enough.: But the nar-
rowing of the levy against-the size of income, rather than against

1'the amount. of 'invested or other: capital, is immeasurably worse.

It.directly penalizes the man who invests his capital 'prod_uctwely
for the benefit- of the community, in lieu of hoarding it.  The
capitalist who constructively puts:- his’ money {o’ work with  the
greatest - risk,- instead of ‘being rewarded, ‘is' penalized the most
in:having part of his capital plus all of‘his income confiscated.. The
investor - in riskless .government

money: ‘completely.:inactiye : in | the "bank,:is" relatively . rewarded

the controversial ideclogical phases such as class watfare, the pro-
ductive’ effort ‘so indispensable to'the’ country’s survival, is- dealt a
death-blow. ' - o Rl gy . -

. This new. miracle of ‘planning will. have the disastrous effecf
of ‘ending the voluntary private’ saving -which iis required to satisfy
‘the nation’s crueial capital requirements.” For the pool of savinge

.| availahle from the lower income groups:-must also be-ptrogressively

‘drained. After ‘this protess has been-completed, the governmen{
itself-will have to supply all capital-needs. Thus, it cannot be long
before the country’s capital requirements will end by. being entu‘eiy
financed by the National Budget—meaning the State.

! Sir Stafford’s hypocritical defense of the new tax measure »only
‘highlights its economic ineffectiveness.: The bait of anti-inflation and
‘of implementing - Ameriea’s contribution. to . Européan . recovery is
brandished. But, being coupled with rate reductions.for: the lower
income  groups,” general inflationary pressure on ‘the price level is
actually increased, and there is effected not one-iota of the sorgl:_(
needed increased national producticn. » BTy S A

‘" Another concomitant characteristic of a’ goverhment of Socialist
planners is that nothing is being done about the cutting of expend-
itures (made possible, of course, by relying' on ‘American ERP
bounties). Like the Harry Hopkins’ “spend-and-spend and tax-e_m_d—
tax”" philosophy, which continues in-the United’ States, the British
planners have made no attempt whatever .o eliminate the food
subsidies or other of their inflationary expense outlets. A es

The Single-Dose Alibi ;
" One give-away as to the government’s sincerity about its c‘iefeqse
of the soundness of the new tax is its. protestation that it is a “special
once-for-all contribution” for one year. only and not to-be rgpeategl.
In' fact, ‘of course; either' the ! justification for ‘the-levy: is: val{d
or invalid.- -If 'it-really is justifiable ‘on ‘fiscal grounds, then this
alibi of non-recurrence. is supetrfluous. This. is partxcularly so since

(Continued on page 25) . !
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vcomplete: Statism.- . Although .such. collectivist| .

ing depart-

securitieshas -less -of - his .savings |+
. taken - away.” On'the. .other hapd, the  individual:who: hoards- his|.. ..
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by. being. permitted o keep his savings intact,.and, wholly.apart from | .

N.5. Groono Joins
|Auerhach, Pollak Co.

. Auerbach, Pollak & Richardson,

30 Broad Street, New -York City,
memoers of .- e

L

ager’ of - the,
unlisted trad-. "oy
ent Tor | Sic .va“ll"liel S. ‘Grexcn':

mons, Linburn & Co, and ‘prio.-
thereto was a partner in: Manney

& Greene.. |, = - . .

Morgan Stanley Offers-
Greyhound Corp, Stock

Morgan Stanley & Co. and asso-

(%

ciates are offering ' today - (April .

15) :344,400 shares of Greyhount

Corp. common stock (par $3) 'at-
.The . stock::is
being sold on behalf of Genera:
The stock :was,

$113g per - share.

Motors Corp.
among the assets of the ‘Yellow

Truck & .Coach-Manufacturing
by 'General Motors

Co., .acquired.
in 1943, ;
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The New British Budget

By SIR STAFFORD CRIPPS*. .

)

In explaining his Budget, British

&hancellor of the Exchequer
Treasury head asserts -its keynote is

to- fight inflation, and,gncou.raze/ i

deserving producer, housewife, and small fixed-income recipient. Lists reductions in purchase ta.x on .
wide variety of goods. Increased receipts.to come.from drinks, tobacco, betting and a special'vutqgl 1

“levy on capital of wealthy.

Most of ydu will have élready heard the main points of this year’s budget, and I am
wondering what you think about them. You probably think we are spending an awful lot of
money. We shall not be spending as much as last year; we are economizing quite a lot—over

£400,000,000,
as a matier of
fact. But then
there are new
services, like
education and
the new
health service,
which wwill
take more
“inoney so that
our net sav-
ings will only
be about
£200,600.000.
But £200,- :
000,000 is a ' sir Stafford Cripps
lot to save. i
“.You must Y .
remembey that this is a very-ex-
ceptiunal year. It is-a special year
because—as I've explained before
—we must somehow or other -try
and stop prices and personal in-
comeg - from rising. Indeed, we
want {o bring prices down wher-
ever we can, because the:lower
. we-can get them, the better  off
we shall all be. ;
The budget is one of the ways
in which the government can-help
to”stop -the rise. in prices. If we
can collect more money in taxes
“Transcript ‘of radio broadcast
by Sir Stafford Cripps over Brit-
ish - "Broadcasting :  Corporation,
April 6, 1948. e "

BOSTON' "~ ~,

-|am sure you'll agree with me,

than we need to spend during the
year, the surplus, what'’s left over,
can be used to reduce spending
power and if {here is less spead-
ing power then there is not the
same pressure to send up prices.
Indeed; we might the get a down-
ward move. That's why we must
have a big budget surplus -this
year to .try and make things
casier for you and me, a very big
surplus judged by all ordinary
standards, :

So ‘that is- the first thing we
aimed gt in the hudget. Then, of
course, came the question of how
we were to get that big surplus.
You see. nearly everybody agrees
that ‘a big surplug is necessary. to
reduce what we refer to as the in-
flaticnary pressure,  the pressure
that puts up. wages and salaries,
and yet prices may rise even
faster so, that the money we get
buys less and less. T

Production Must Be Encouraged
But as well ‘as getting this. big
surplus o fight inflation we must
give as much encouragement as
possible - to: the producers.  We
want them 1o produce ' more
things for: us to buy, either things
imported - from  abroad ' in - ex~
change for our exports;, or made
for jus at _home. . '

And then too, 1 tnought, -and I

that the government . ought - 1
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give some-help in’the price. re-
duclica campaign we - have
launched. That would be a help
for {he housewife who has so
many difficulties over the. goods
she needs to replace in her home
whein prices keep on going up.
We want to get them down a bit.

Now, if :we are going to have
the big. surplus "and - encourage
people to work harder, and have
some reduction in purchase tax,
then, of cpurse, somebody must

contribute more, or else we shall.

not be able to|do all these neces-
sary things. By way of edcour-

‘agement we- are- going to relieve

the lower® incomes of ' some. of
their tax, roughly £100,000,000 a
year; -to "diminish the purchase
tax cver a"wide variety of ar:
ticles, to the extent of '£24,000,:
000 a year; also to make some

remissions on entertainments: tax,

to allow entertainments like the
iheatres, sports, and so on,:-and
to take off the entertainments tax
altogether in the ‘small c¢enters of
population 'in .the rural areas; to
encourage our agriculfural work-

ers in their vital job of providing]

us' with food.  All these- remis-

sions of tax will cost about £130,-

000,000 ‘3 -year-and will,: we be=
lieve. act as encouragements: to
the producers.in. one way or: an-
other, iy

To Redistribute Tax Burdea '*
So.we have: got’{o raise gnough

money - by; extrag ‘taxes to enable
us to give these remissions. And

- we must do it as fairly as we can,
part by “indirect: taxation 0n ‘ar=

ticles that are consumed, and part
by direct: taxation -on: those whg
can still afford to. pay more. The
indirect taxation. .side is. not so
easy. because we do not want. to
put: up  the prices of essential
goods. We shall ‘have to raise the
tax: on . alcoholic drinks. and ’to-'
bacco, ‘which -are ‘already’ pretty
heavily taxed. Nevertheless, as
we must-raise the money, I think
the fairest thing is to take-a little

more from these and from betting.

100, So we increase the tax: on

beer, spirits, and wines. ' Beer:is:

increased by half a penny a:glass;
and spirits and -wines ‘proportion
ately. . That will mean an, extra

£45,000,000 a year in revenue, A’

littlé. more. is going: on’‘tobacco;

just to remind the smokers: that
we canpot - afford -to - go- on:im-

porting as- much' tobacco, as’they
are -now using. A packet of 20
cigarettes will go up-from thre¢
and four pence to:three and'six
pence, and other kinds of tobacco
in proportion.. That will.bring in
another £20,000 000 a year."Ther
we are going to increase the tax
on betting on football and other

: "(Cohtinqed on page 47);

curb aga.nst

-port from the government securi--

'suggests that all commercial banks
‘he:required as a temporary meas- :

‘credit:eéxpansion “would " be -re=
| stricted af- least temporarily,

[Florida State Comptroller Opposes

- New Credit Curbs

- C. M. Gay tells Florida State Bankers’ Association Federal Reserve
proposal for special reserve against deposits is pnnecessary and
‘credit curb problem can best be solved by individual bank action.

. 'Speaking at the Convention of the Florida State Bankers’ ‘Asso-
ciation, ‘St. Petersburg, Fla., on April 7, Clarence: M. Gay, Florida

State Comptroller,
posals to enforce u
deposits as a

yoiced strong o

pposition to Federal Reserve pro-

pon the banks a_special reserve to be held agairst

over - expan-
sion of credit.’
Said Comp-
troller Gay:— .
“I - cannot
agree with
these Con-
gressmen ' who
would - like to
see . extended
contro] .of ‘the
Federal Re-
serve System.
It-is° my:con-- }
viction that
the 'less.gov=. -
ernmental in-
terference.the better, and in this,
particular-case it is my opinion
that'more effective' moves can be
made-if initiated b -the" individ-
uals within the:stafe; rather than
by the federal government. ¢
" “At any rate, withdrawing sup-

C. M. Gay

ties ‘market-and’ letting interes!
rates’rise: on government securi-
ties: would not. substantially . in-
crease the power of the System: t¢
offset increases in'bank reserves
from ‘gold ' acquisitions; -I. canmnot
think' thatthere would be a cer-
fain’ level - of = interest “rates . a’
which.:we coyld dispose of enougt
government’ securities ‘to ‘offsel’
gold imports, i

- ‘*A proposal offered by the Fed;
eral Resérve as what the propo-
nents' call,” ‘one—which will nof
make the government and the tax-
payer bear the‘added cost’ of. the,
restraint, that will impose very
little, if any, hardshin <on th¢.
banks,” sceks” te restrain furthe;.
bank ctedit expansion, This plar;

yre to hold a certain percentage
of their demand and time deposits
in a‘special reserve .in the forn
of~Treasury bills, cert:ficates anc
‘notes, or cash, interbank balances
or balances with. Federal Reserve
banks.. This reserve, of course, is
in: addition to, present reserves.

.. {*The idea of this proposal iis to
apply. a restraint- upon ‘all ' com-
mercial banks equally, : This: will
be ‘etfected, insofar as that withir.
the-next  few. months; : there .is
likely to “be: little 'need for. this
‘special reserve. The large amount
-of : Treasury. surplus :funds,  faken
from . the market through taxes’
‘will be: available ‘to retire’ bank-
Hield public.debt, In this way bank

. +‘It has- been: argued -by .many
bankers,. and creditaply. so, .thai.
such a. proposed . requirement - is
unnecessary.: They deem. it ‘advis-|
able ‘for the.banks:to handle the
matter indjvidually by exercising
prudence "in extending credit
When all “is said and done,. no
amount .of legislative restrictior
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or administrative regulation can
-provide an adequate substitute
for sound judgment on the part
of the individual banker. This is
the - American -tradition — it has
worked effectively—and if given
a chance—will continue to be ef-
fective, : 24

“I should like to expand on this
proposal andits alleged benefits,
The proposal asserts: o

“(1) The plan would have about” -
the same effect in-limiting credit
expansion as would -a”character-
- istic increase- in.primary - reserve
requirements, - This, you may re=
call, was. proposed as .the third
alternative ‘in the 1945 Annual
Report of the*Federal " Reserve.
The: banks would - be enabled _to:
hold the same yolume of- earning
assets that they hold. at present,
whereas an increase. of basic re-
serve requirements would make
necessary their reduction of earn-:
ing . assets,-with. adverse ‘effeets *
upon theé 'earnings' position of
banks; “< il bt

“(2) . The ratio: of potential -
credit. expansion-ion- a:given~ in=
crease in reserves would be nar-
rowed: to 'the extent that the '
special reserve was required. At
the maximum requirement. pro-
posed, it . would be lowered from
6 to 1 to nearly 215 to 1.

#(3) An increase .in. interest
‘rates on private ~debt’ would be
brought about, and would increase
earnings  of the banks from :this -
source where ‘rates on-loans:are
comparatively low. It would ac-:
complish- thjs purpose, moreover,
without. increasing the. interest
cost on _-the Eu_blic debt. or: per-
mitt:ng unstable prices jn the gov-
ernment : securities - market. . The
plan, jnreffect. would divorce the
market for private debt from the
market for government securities.

“(4) Not only would the plan
rely on. higher interést rates to
restrain private borrowing, but to
the “extent higher interest rates
restrain such borrowing, the pro-
posal. would .make use of the in- .
1erest. rate mechanism. Hence, the
cost of - restraining -credif. would
be’ borne by 'private: borrowers
who are incurring additional dgbt, g
rand not by-the government Whlc.h‘
is reduecingits debt.:.ux o
" “It i§ 'not unreasonable that we, ...
as bankers, do ‘not:welcome: re-.. .
strietions on‘our. activities. Labor
certainly. doesn’t .approve of wage -
‘controls;” agriculture ‘doesn’t -like:
price” ceilings; therefore, is'. it
strange - that bankers don't like
such Testraining proposals? 1t is
only fair, therefore, that the ad- :
ministration of the Federal. Re-
serve-plan be placed ' in the Fed-
eral Open: Market -Committee, as
it -is ‘planned; - The- Committee‘§ :
members, in’addition to the Re-
serve Board, are five: presidents -
of the Federal Reserve banks,” k
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Washington B

Ahead of the News

By CARLISLE BARGERON

-

Some weeks ago, Senator Milliken of Colorado, was on a radio

program in which he was interviewed by sorne so-called top notch
Washington correspondents. Asked his preference for the Republican
Presidential nominee by one of them he replied “Bob Taft.”

The ques-®
.tioner ex-
pressed AU
prxse and

“zasked it
Tthought a
man,could get

voted to Te-
‘duce . ERP by

a~billion dol-

lars. The Sen-
. ator .~could
oanly,. guln
‘that, after.all,
Taftr haa
finally . voted
for 'ERP; ‘But
the fact that he had sought to re-
-duce it“by a billion-dollars was
looked upon by the inquiring cor=
respondent as -puf{ing one com-
“ pletely beyond the pale of consid-
eration by the. American people.-
It is an example of the propa-

Carlisle Barzeron

ganda that has been spread about |!
this proposition.- - Presumably we |
can-head -off Communism, in Eu-/|;

rope, but not in-our own  State

. ~-Deépartment, with :an: expenditure
~~0f approximately-$6--billion’. but

~not-ones orf appmxxmately $5 bll—

2+ Jion,
The $6 bllhon‘ﬁgure'ls’ one we‘

}"are assired; ‘that-was :arfived ‘at
y~the. experts iof 'the” 167 nations

.thh are “to”stop’ {Communism, |

§-ithey “-have inever
stoppe: Commumsm before, it is

© difficult to see” ‘what- slide - rule &

they had ‘to apply. The blunt fact
is that, notwithstanding the bunk
~ about how: these: experts . labored
long and hard and cut and shaved

. here and ‘there and ‘arrived at this,

irreducible figure, it:-was arrived

at in~our own:State: Department.

Sending ‘it“to :Europe by special

diplomatie pouch. and. having it

revealed from there, was. but part
i of ‘the- pageantry.. :

‘ ‘Anyway, the figure was arrived
at The Congress, getting it and
knowing" it was the.bunk, but up

against ' the -tremendous ' propa-
ganda' behind- it -and ‘also up
against -an’inarticulate feeling in
the eountry-opposed, decided to

handle it-in ‘a' typical political

way. . This typical: political “ way
was to “‘do something”to:the pro-
gram, maybe..cut it down, or at
¢ Jeast.“do something” to show they

didn’t like it:and were only pass-

ing it under pressure.’ - i

What was finally:hit® upon was
the"device of taking its'adminis-
tration-away.from-theState De-
partment and:turning-it over-to
“hard boiled*business men.” - A
“hard boiled- business-men’s ad-
ministration”—that was:the thing.
v« 1t is -pretty . serious. :-when:.the
Congress says in: this way: that. it

~:2:,has. no':eonfidence in.our "State
...: Department.:No. moveis made to

.get.rid:of that State ‘Department.
".-A lack of confidence /is.just shown
in it.

But.after the blll is passed pro-
v1dmg tor..25: jobs at $15,000a
year so:that “hard-boiled business
men” can .be attracted what do
“we'see.”

“The “hard-boiled business man”
who is appointed 'as the top ad-
ministrator, Mr. Paul G. Hoffman,
is no:“hard-boiled business man,”
at all;“ I 'am not referring to Mr.
Hoffman’s :ability ‘as 'a; business
man.”' I know ' little ‘or. nothmg
about it;

But he is not. what ‘the pubhc
had in. mind -when -there -was - so
much emphasis-in: Congress that

he’}

the ERP was -to- be: taken’ otit: ot
the hands of ‘the.do-gooders, “the
pinks' and rose’ tinted. gentlemen
of the State Department.

. Whatever may be his predllec-‘
tions, Mr, Hoffman has been play-
{ing ball with, fraternizing with|

and apparently enjoying to the

~rim  of the cup, the Washinzton |

New: Dealers for years. -He is one
of those few. business 'men who
have found ‘them interesting and
stimulating; you can’t agree with
everything they do and say, but
you must ~admit they :have had
some arresting ideas.:

The, difference- hetween ‘the -at
titude: of :a. man . like' Mr.: Hoff~
man’s broad-mindedness and that
of a fellow, .say.like  myself,
toward “those inthe "aforemen=
itioned  category ' is ‘that the:only
thing arresting -about: them and
‘their . ideas .is -that -they . should
long have -been under.arrest. :

Mr,. Hoffman’s ‘public: spirited-
ness and effort to understand the
‘‘changing. world” .and: to. keep
“abreast ‘of the times’ ' as distin-
sgu1$hed ‘from “those. “hard-boiled
busmessmen ~who .can’t-see-that | -

the “world.is changing,’ that ‘“la~1

Jbor -has-.come;to etake‘ lts(iright,ful

‘wlace, in our society” -and.that. our §

nation. has “come’ to::assumez i
ughtiul ;place -in-world affalrs

his - dlspoextlon caused ‘him* to
espouse such ‘dubiously - directed
enterprlses as the Comnmittee ‘for
conomic Development Its. ‘cre-
ation ‘was. in recognition® of the |

need for management 'and; labpr‘.

'and ‘government.and-all the’ rest
of ‘us:to get: together and put our
‘shoulder to the wheel, and to'in-
tegrate - our purposes and: ‘such
other nonsense, to. prevent a de-
pression.

Mr. . Hoffman ‘who wmdow—
dresees {or -this enterprise, can’t
have looked at-its. personnel; the

bright young ..men ..-who. hava,

drawn up.its formulas-and plans.
Along with the CIO  and Henry
Wallace, it ‘was most . vociferous
in . predicting @ 8 »million -unem-<
ployed following the war:

But what is:more fascinating
about getting ERP ‘administration
in  the ‘hands of a. hard-boiled

| business man and away from the

State Department, -is. that' that
very department, upon Mr.: Hoff-
man’s confirmation by -the. Sen-
ate, handed him an organizational
chart, prescribing every: job and|
de51gnat1ng the man.to fill it ‘All|.
he has got to do t0-get his organ-
ization ' functioning ‘is  to " follow
directions. - He .doesn’t ;have to
think about filling a single place.

And: the  men . designated  for
the jobs by. the State Department

aren't . the. hard—bmled husmess:

man type’in..the: Jeast They arz

the same-old: crowd-thathas »been

around: :Washington::: for i-years.

Twenty-five of ‘them,-unless Con=

gress.'or Mr. Hoffman balks; get

a .handsome  increase under ‘that |

salaryceiling of $15,000 a year,
written into the law:to enable the
bringing - in of “hard-boiled. busi-
ness men. |

w.:choesxe:lmg with Sutton Co.

{Special to THE FINANCIAL CHRCNICLE)
CHICAGO, ILL.—Paul M.
Schoessling has become associated

with Sutton & Co., 120 South La’

Salle Street. He was formerly with'

_H. C. Speer'& Sons Co.; Doyle;

O’Connor & Co. and Otis & Co. .

Outlook Branch, U,

out rising prices may change situation, by ck

By HERMAN B. BYER*

" The Employment Srtuatwn

Associate Chief of Emplnyment and OK:cupahonal

: . S. Bureau of Labor Statlstlcs 5

prernmept economlst, though stating employment trends- are: still pnmanly on. demand sule pomts

g off this demand. Holds new defense program requires

.close watch on inflationary developments, ‘but sees no lmmed;ate prospect of ‘lowered employment.
Looks for higher living standards to absorb increase in future {abor produchvnty,

)

praised in the
light of their
effect upon
jobs.
’ From this
standpoint,
~ 1947 was a
. very. satisfac-
fory year.
More people
« had, civilian
" jobs than ever
before in our
history, un-
employment
was close to
a. practical
peacetime
“minimum, and
most persons “who wanted :a  job
found one in' fairly short order.
Let us go behind these facts for a
few moments, however, to deter-

1 Herman B. Byer

1 mine_ their long-run -significance.

A ‘comparison -of 1947 with 1929
“(the earliest year for which. we

1940 can be extremely enllghten-
ing.- :

In June of 1947, total, c1v1llan
employment exceeded 60 million

With seasonal ups and downs,.the
:average for the year. as.a whole

-1was 58 million, almost 3 mijllion

‘above 1946, and more than 10 mil-
hon above both 1940 and '1929.

the fore. in. exploring , long-run

ment - is - definjtely. = dwindling,
sharply.’. About ,8.3" "million - per-
sons were employed on the aver=
age, . in ‘agriculture. last year, as

against 9.5 mijllion  in. 1940 and
steep decline in the . number of

ture “data show that gross farm
production. rose. 6% between 1929
and 1940, and 16% between 1940
and 1947, ;. :

"The significance of this trend is
fairly 'obvious. We: have enough
people now on the farms to raise a
huge volume of products. In fact,
with further” mechanization, in-
creased use -of fertilizer, and im-
proved methods of cultivation it
will “be possible--to produce the

present or even' a much  larger
output w1th still fewer farm
workers than are-today. required.
-Farm JObS consequently cannot

‘#An address by Mr. Byer before
the ‘Natjonal- Economic -Confer-
ence, :American Legion,. Chwago,
111, Aprll 6, 1948,

PATHE INDUSTRIES, INC.

Owns . the - country’s. largest- manu-*
facturer of oil extraction machinery., .|
Another ~ wholly . owned. ' subsidiary,
“Pathe ' Laboratories, - In¢., bas ' just
scompleted: construction .of - what s :
| considered - to. .be the largest .film
process; mg laboratory in the United
Btates.’

Net earnings from these two divisions
in 11947 amounted approximately . to
_$2,700,000, and .1948 results are ex-
pected to be substantially . higher.
Complete brochure,  describing these
and operations of other wholly .owned
subsidiaries, is available to interested
dealers on - request.

~Common Stock Currently
~Available at 514

~COMSTOCK & CO,
.CHICAGO 4, ILL,

231 S0. La Salle St._ Dearbora. u;ol
Teletype CG 958

have comparable data) and with |

for the first time in our history.|

The first fact which comes to 1 5 J SHE
- AUERBACH, POLLAK RICHARDSON

‘trends is that agricultural employ- -

while - outpyt ~has been rising

10.4 million in 1929. Despite this | 1

farm jobs, Department of Agricul- | :

normally be expected to increase
If they did it would almost cér-
tainly reflect poor employment
opportunities - in industry and
would, therefore,  constitute -
form: of unemployment rather
than real expansion.

Non-Agricultura] Employment .

Turning -to. the field of non-
agricultural employment, we see
that the ground lost after 1929 was
not 'fully recovered until. 1940,
Since then, however, the-employ-
ment level has risen by roughly

|12 milljon jobs, or v1rtually one-

third.” All' of ‘the major mdustry
groups made ‘gains except min-
ing,
varied significantly, The most im-
portant ‘activities to be familiar
with—the ones to  watch. most
closely in the months immediately

ut the rates.of growth have,

. %

I should like to begin with an analysis of the employment situation, not only because 3
this subject is the primary concern of this conference but -also because employment is the
most 1mportant single factor in our economy. Developments in other fields can best be ap-

ahead———are constructlon and man- ;

ufacturlng
The' Outlook in Constructlon

The construction: mdustry made

considerable rogress- in the past

year. Employment by contractors"

rose from 11/2 million in 1946 to
134 million in 1947. While this iz

considerablv” above the averages
of both 1929 and 1940, it is never=:
theless well below our two previ-

ous peaks, the one achieved dur-
ing the mid~-twenties, and the 1942

high which came as a resultof the’

wartime building program.: :
According to ‘a joint estimate
prepared by the Bureau of Labor
Statistics ‘and the Department .of
Commerce several months ago,
the prospects are for.a 10% in-

crease in‘the physical. volume of:

(Continued on page _30) d
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Members New Yprk Stpck Exchange
30 BROAD STREET NEW YORK 4,N. Y

New Rochelle, N. Y.

v We Sqpoungs that
MR, NATHANIEL S: GREENE -

" is now assocmted with us as Manager of our
; Unhstcd Trading Dep_artment _

*~

P

Southampton, LiL .

”

v 170 Broad:wayv‘ :

We Wish To Announce The Opening Of A
Trading Department
Under The Direction Of

D. J. McMillen

We Also Announce Our New
TELEPHONE NUMBER. .
And The Installation Of A =

_ BELL_TELETYPE.

R. V. KLEIN COMPANY ..

Digby 9-2700

N, Y. 1-1144. -

New. York 7,:N.. Y.

i

OMAHA KANSAS CITY

INVESTMENT
SECURITIES
Publ:c Utility .
Industrial

Ratlroad
‘Mumcrpal

A.C.ALLYN mCOMIlANY

Incorporated
CHICAGO

NEW YORK  BOSTON. jlllLADELPHlA MlLWAUKLE MlNNEAPOIIS

FLINT

WATERLOO

1
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‘Business Situation and Oullook

President, Econometric Institute, Inc,

By CHARLES F. ROOS*

Economic analyst predicts rising production for most industries, accompanied by rising levels of per-
sonal income. - Recommends enlarged advertising ‘to maintain consumer demand, and forecasts contin-
uation of high profits, though rate of profits may decline because of increasing competition.

The American economy has been characterized by dramatic growth of populatlon,
‘standards of hvmg and quahty of product. During the past 50 years the population has

doubled,
This increase in population has
meant more potential consumers
and greater
- .demand for all
o types of prod- |.
yuets, 'It-has
: ;been met by
‘substantial in-
.creases in in-
+..dustrial and
cagricultural
..:production,
. .'various serv-
decesand in--
'..come, both in
. total and.on a
L. per capita
' basis. More-
over,labor
. has been pro~
yided income
and leisure to enjoy this increased
:production and income for hourly

Dr. Charles F. Roos'

“An address by Dr. Roos before
he Association of National Ad-

eamings have . increased: more
than six fold and. hours of work
per week have declined by more
than 25%.

. 'These gains® have been ‘made
possxble by increasing investment
in, and diversion of labor to, the
productmn of labor-saving ma-
chines, or capital goods. For ex-
ample, the farm population today
is 10% smaller than it was 50
years ago, yet the per cavita con-
sumption of food is 20% higher.
In’ the last 50 years.consumption
-of the basic raw material cotton
near]y tripled while employment
in' the textile and apparel indus-
tries increased only 50%:

The freeing of labor in such
basic industries made possible the
development of huge new indus-
tries. The last 50 years have en-
compagsed all or practically all
the development of -several other
American giants including radio,
automobiles, petroleum, cosmetics,

x{zertisexés, Inc., Chicago, Ill., April

* CHART 1
Population and Disposalable lncome (1897 1947)
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; will have returned to the

are important to the advertising
industry.

Development or the Radio -
Industry iy,

Take" radio, for instance, ‘For
the first time on Dec. 6, 1897,
radio signals were transmitted
from shore to a ship at sea, 18
miles distant. By 1914 when the
first World War broke out, wire-
iess telegraphy was a mature in-
dustry.

Radio broadcastmg, as, ‘distinet
from wireless commumcation,
may be said to- have -come into
being about, 1920. In 1947 sales
of radio receivers amounted ‘to
1814 million sets. Thus within the
50-year period covered the entire
important. industry of radio has
'mereed and in less than 30 years
the entire radio broadcasting. in-
dustry has developed. And televi-
sion and radar uses are:just be- |
ginning.

Radio . has - been added to a
vigorous publishing industry

'which has ‘been. able to maintain
.| its position despite the new com-
‘| petition. - Upon: these two ‘giants, |

periodical publishing and radio,
has been: built'the advertising in-

/| dustry, or one might perhaps. bet-

ter say, the advertising industry
has helped build them. Better: still
population ‘growth and American
inventive 'genius have deémanded
new. markets: and: the three: mus-
keteers, . advertising, - pubhshmg
and radio have exploited them:. .
»Chart 1 shows. population;’ dls-
posable. personal .income;. and ‘dis=

It will 'be néted that nomvlatlon
has shown an almost steady up-
ward: trend. ‘In the early: 1930’s,
however, there was a slight bend-
ing downward from.-the trend as

| the'~rate ‘of ponulation growth
| slowed up. Population growth has

been' -accelerated . by - extremely
heavy birth rate it the 1940’s: plus
increas’ng ‘longevitv;: and’ indica~
tions are that by 1955 population.
pre-1930
trend.. Population then' is ex-

‘ pected to be about 155 million.

Wht ﬂas Happened to
‘Personal Income?

Disposabie: personal incom’e» hag

risen ‘much. more: ‘sharply thar

| population. - Moreover; the unward
7| frend-has:been influened. by

Ain-
flation-and .deflation, Notice that
income ' increased sharply during
both: World: Wars.: The: years: ‘of
interruntions ‘to" the ‘risineg  trend;

- | i.e., 1921, 1929-1932 and 1938; were

vears of bank credit deﬂation. :

orowth -in income has:been. due

{to. inflation  _and. to .changes..in.
As: seen.  from the|;

vopulation,
lower-line of: Chart 1, disposable
income, per capita has’also shown
.an _uoward - trend,

duve: to monetary or- bank credit
mlsmanagement :

1Chart 2 shows whv' it hae been
r\osmlale for: income to rise in re-
lation * to. ‘povulation. :. Tnstalled |
‘horsepower - in: - manufacturing.

|:which is - the “imper- line on‘ the

chart has'.risen” in: every : year
‘s'nece’ 1897.. The ‘trend of Erowth
‘however, has been'somewhat ir-
regular:ac:a result of the mene-
tary deflations to -which- reference

prodnetion -per ‘man-hour,: which

level of 11897.

(Continued on page 42) . ... .

posable personal income per caplta_ '
: irom 1897 thmugh 1947/

| Metal. Forming - Corp.;.-

On the’other. hand, not'.all :the |. .

Interruptions |:
10 this ‘growth have likewise. been !

has already been made. . The+in-{:
creace in .horsevower: has-made
| possible -atsubstantial increase:in

din 1947 w=s ‘about- 3% tlmes the :

2. |t Only ‘patt: of. this  increase ‘in{ley:
productxon ‘per man-hour-has.re-

Dealer-Broker Investment
Recommendations and Literature

. It is understood that the firms L
to send interested parties the following literature:

4"

d will be pl
<

Debt Management Policy and
Government -Bonds — Memoran-
dum—H. Hentz & Co., 60 Beaver
Street, New York 4, N, Y. -

Also available are brief com-
ments on Western Union Tele-
graph Co., Delaware & Hudson
Co., and - Better. Grade Railroad
Income Bonds,

' Kentucky. Municipals — Leaflet
—Bankers .Bond Co., Inc.,, Ken-
ucky Home Life Burldmg, Louls-
ville 2, Ky.

4 Market—-Memorandum on situ-
ation—Stanley - Heller' & Co., 30
Pine Street, New York 5, N. Y

Aetna-Standard Engineermg Co.
—Analysis—Edward. D. Jones &
Co., 300 North: Fourth Street St.
Louis 2 Mo.

" Ameriean- Machinery Corp.— ||

Circular—Gordon. Graves- & Co.,
30 Broad Street, New York 4, N. Y

. American: Radiator and Stand-
ard - Sanitary . Corp. — Circular —
Van Alstyne, Noel ‘& _Co., 52 Wall
Street, New York 5, N, Y.

American ‘Water: Works : Co,—
Brief memorandum on interesting

situation—Newburger, Loeb & Co.,

15 Broad Street, New York 5, N. Y.
Also available are brief data on

Arkansas. Natural Gas Corp.. and |-

Texas Western Transmission Corp.

Berkshu'e Fine Spinnmg Asso-:
ciates—Basic review—Kalb; Voor-
his ‘&' Co., 25. Broad Street New
York 4, N Y

Commonwealth Gas’ Corp
~——Ana1ysns—7C D. Robbins: & Co.,
810 ‘Broad: Street, .Newark 2, N. J.

o _HarriS-Seybold \Co.—Memoran-

dum in current issue of “Railroad |
and Other :: Quotations”—B." W.
Pizzini:' & - Co., .Inc;, 25 ' Broad
Street New: York 4, N. Y.

‘In the same:issue data on'Lack=|""
awanhz ‘Railroad of  New- Jersey |’
Associatlon ‘annual. outing: at,

and Joaeph Bancroft & Sons. Co.:

Rlngerford Plastics—Recent
bulletin—First- Colony. Corp.;- 52
Wall Street, New York''5; N. Y.~

Also-available: is a bulletm on
Duoment.
Electric Corp., ‘M. H. Lamston;
Ine.; York Corrugating Co., Strat--
ford ‘Pen: Corp i and 'Loew: Drug
Co., Inc, F

Lehigh Valley Railroad—Anal-.
ysis—Vilas & - Hickey,. 49, ‘Wall
Street; New York 5, N. Y.

Alsoavailable is a leaflet of cur-
rent Railroad Developments. -

National Gas & Electri¢ Corp.—
Circular—Ira. Haupt & Co., 111
Broadway, New: York 6, N Y..

Also available is"a - memoran-
dum on portfolio. changes of Leh-
‘man Corporation. ;

Yorlrﬁ N Yaleh £ 5.

New York City: Banlr Stooks-~'

Comparison: -and “analysis ' of .- 20
‘stocks—Laird; . Bissell: & :Meeds;
120 B”roadway, New York 5, N Y

hthe !ndustries, Inc: — Tus-

trated brachure -describing in-de-|

‘tail -activities -and-. operations : of,lmatwn 29th.Annual - Outmﬂx at:

company:.:. Comstock: & « Co.,- 231
‘South:La’ Salle Street Chlcago Ay
l].hnms. EETEE

Portsmouth Steel—-—Data———Bucku'
Securities - Corp.,- 1420: Walrmt
Street, - Philadelphia- 2, Pa.

" Also: available are memoranda.

on Buffalo Bolt, Beryllium Corp., -
and Seminole Oil & Gas.

Public National Bank & Trust.

Company of New Yeork — First
Quarter - Analysis—C. ‘E. Unter-
berg & Co., 61 Broadway, New .
York 6, N. Yo

Red Rock Bottling Co. of Cleve-
land — Memorandum — Cantor,"
Fitzgerald & Co.; Inc., 61 Broad-
way, New York 6, N. Y. . .,

- Smith, Kline & French Labora-
tories—Circular—Coffin, Betz &/
Sullivan, 123 South ‘Broad Street, !
Philadelphia 9, Pa. it

Wisconsin Motori Corp. — New
report—Loewi & Co., 225 East.
Mason Street, Milwaukee 2, Wis.

Negleeted (Credits — stcussron,
‘of “underrated’’ rail issues—Prince |
& Byrne,: 67 Wail Street Newr

CD'MING
'EVENTS

- In Investment Field

April-19, 1948 (New York City) -

-Security Traders Association: of
New York 12th ‘Annual Dinner at
the Waldorf-Astoria Hotel.

April-20, 1948 (Chiugo,lll.) E

.La: Salle"Street- Women: Lunch-- ¢
eon Meeting: at 19 South'La Salle
Street YMCA.

April*‘zs -May 1, 1948 (Ft Worth
“Tex.) -

+*Texas Group Investment’ Bank-

ers ‘Association ‘Spring Meeting.:"

May 61948 (New: York -City) ,~=--'€ ~

/Bond: Club of New York:Dimmer{ -

Meeting '’ at ‘the: Waldorf-Astoria:
Hotel.-

May 10,1948 (New- York City) -
‘Annual : ‘Election / New York‘
Stock Exchange: ‘

May ‘22 and’ 23, 1947 (San Fran-
.cisco, Cal 1f) ;
:San. Francisco Bond Traders.

Northwood Lodge, on; Russxan ;
River, X

May’ 25, 1948: (Cinelnna'ti,. Ohio)"
Municipal Bond':Dealers' Group ™ -

of Cincinnati Annual Spring Party . -

at ‘the Kenwood Country ‘Club. . -

May, 28, ‘1948 (Pittsburgh; Pa.) -
Pittsburgh . Securities- Traders: - *

Association-Annual Outmg at-the

Shannopin Country Club’ ' P

June 4,-1948 (New York City)
.Bond Club of New York Annual -

Field Day at the: Sleepy Hollow -

Ceuntry: Club, Scarborough, N.:Y.

June 11, 1948 (New York Cnty)
Corporatlon Bond Traders Club'’
of New: York:Spring OQuting:and -
Dinner at'the ngfoot Golf Club i
Mamarpneck, N.'Y. )

June 12,7 1948 (Chicago, 1) R
"Bond - Traders Club: of. Chicago " .
Annual Golf Party at the Acacra‘- 5
Country- Club.
une; 18,1948: (Bostom ,Mass)

Municipal.Bond' Cluk of: Bostonuf i
annual-- outing ‘'at- the /. ‘Country.’ -

Club, Concord, Mass.. . To:be'pre-. - i
ceded-'by " parties at ‘the Hotel: ..
Statler. on: the “evenings of i June . -

16 -and :17: from 930 . nntil'.v'-

4 midnight.
\June 22, 1948 (Boston, Mzss.)

- Boston:Security’ Traders: Asso-
Woodland: Golf Club.:

- Fuly 16,71948 (Toledo;: Ohlo)

‘Bond - Club-.of :Toledo . amwal-

|outing -at -the ‘Inverness Conntry: -

Club.

Nov. 15-18, 1948 (DaMas, Tex.)
‘National Security: Tradern Ano-
clation Convention.: '
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‘Sound Money Is||

: ) < gegn
Good Politics
‘By THOMAS I. PARKINSON *

. President, The Equitable Life
‘Assurance Society of the U, S.

“Holding . it is the average man
swho is in for a licking if unsound
_'money policies prevail, Mr. Park-
~inson - explains ' relationship - be-
“tween- money supply and govern-
- -ment*ﬁnancmg ’ Pomts out ‘there
. .'was'no “sound money” plank in
Democratic " Party platform in
"1940 -and 1944, and concludes
“time has-come ‘when it will:not
. “be-bankers -or. the wealthy. who
. :will demand sound ‘meney,  but
the average man.”

. - Never since 1896 when Free
Silver was the issue has the ques-
.~tion 'of -money:and the soundness
of our currency been so important

. in a Presi-
dential Cam-

paign as it

will ‘be this

year. And this

time it will

not ‘be. the

bankers: but

the average

man ' who; if

- he has any re-

gard ‘for “his|’

own interests,
will be on the
side of sound
money. "It is
the average
man who is in
for the licking

T. 1. Parkinson

if unsound money policies prevail. |

Our “money” consists of the
combination of what we call mon-
ey -in :circulation and bank  de-
posits . which someone—the de-
positor—has the,right to draw and
use. as -money. Presently our
money in ‘circulation totals $28
billions, consisting" of approxi-
mately - $11%  billion . in - coins
mostiy silver, $2 billion of silver
certificates and $24%  billion  of
other paper money, mostly Fed-
eral Reserve notes, which' are
-simply promises to pay and which
are convertible only into similar
paper; that is, they are no longer
convertible into: gold.

Total bank deposits, eliminat-

" -ing bdnk deposits belonging to the
“Uniled States Treasury, are_pres-
ently $142 billion. ThlS gives a
- total money supply in the hands
of ‘the ‘people of $170 billion. It
. ~Was approximately . $60' billion
. i before the late war, and ‘it was
. °$152 billion (agam eliminating
.bank'. deposits belonging ‘to . the
United _States "Treasury) .at the
beginning of 1946, right after:the
end of the war.
: Everyone understands that the
.. Breat increase in our money sup-
" ply ‘'was due to the expansion of
bank deposits - created - by- -the
- banks' to pay -for the large - vol-
..ume of . government .bonds:-ac-

. quired by ‘the  banks either - di-

rectly from the Treasury or by
.. purchase onthe ‘market: during

"'the war. It .is significant that]|,

though the government has since
the end of the war redeemed more
than $35 billion of its marketable

~ debt, the people’s money supply
has. gone up; not down—$170. bil- |.

.~ lion. mow - against - $152 . billion
.- shorily after the end of the war.

.‘Government Debt and Money -
" Supply

! The reader may ask reasonably
enough, why does the money sup-
ply go up when the government
.. debt goes down? ‘We were told
that it was government  borrow-
ing that put up bank deposits and
- ,the ‘money supply and ‘that when
o " (Continued ‘on page 40)

#A release by Mr. Parkinson,
distributed by ‘the Continental

. Harris Trust and Savings Bank
~ Stone & Webster Securities Corporahon 74 . Goldman, Sachs & Co. :

: Shendan, Bogan Co.

New Issues
i e

- $45,800,000 °
Clty of Phlladelphla, Pennsylvama

2%, 23/4% 3% and 4% Serial Bonds and Term Bonds

To be dated May 1, 1948 “To mature as shown below Coupon Bond.s in denc of $1 000. T , abl asto pnncnpal only and: exehangeable
for fully rcg:stcrcd Bonds Coupon:and registered Bonds mtcrchangeable Principal and interest payable at thc office of
R .The Phi]adclphna National Bank, Fiscal Agent of the Cxty of Phﬂad:lphm :

Interest Exempt from Federal Income Taxes under Existing S tatutes and Decisions i e

- Legal Investments, in our.opinion, for Savings Banks and Trust Funds
in Pennsylvama and New York £y

¢ “These Bonds, to be 1ssued for Sewer, Airport, Gas Works and various mumc:pal purposes, in the oplmon of counsel will constltute valid. and legolly ol Tk
‘" binding gen bligations of the City of Philadelphia, and the City is obligated to levy ad valofem taxes upon the taxable property-therein; withe -, =
. . out-limitation as to rate or amount, sufficient to pay the principal: of said bonds and the interest- thereon. ‘The Bonds will-be. payable without . e
“« deduction for any tax or taxes except gift, succession or inheritance taxes, which the City of Philadelphia may be required to-pay- thereon or retain. S ’
therefrom under or pursuant to any present or future law of the Commonwcalth of Pcnnsylvama, all of whlch taxes, cxcept as above prov:ded the - .
City of Ph:ladclphm assumes and agrees to pay.

AMOUNTS MATURITIES COUPONS AND PR[CES
$37 400,000 Serial Bonds

X ./ Coupon . Prices ' X Amounu . -Amounts Coupon Yicldn P ;.-,', T 7. . Due Coupon _
Amounts Due = -/ Rates  to Yield © o+ Duel/l Due 7/1 Rates or Prices Co T Amounts. I/ . Rates

' $120,000 1/1/49 4% - 10% - 1959 - $640,000 ' $110,000 " - 3%. - 2.20%. » -+ ;1 $ + 900,000 . 1979
© 120,000 .7/1/49 . 4 .-°.90 . '.."-1960 ' 660,000 ' .110,000 2o Doy U -, 920,000 1980
1.00 " 1961. " 660,000 ' 110,000 230 1o o00.940,000 1981
1.10 - =, 1962 680,000 ;. 110,000 12350 0 960,000 '1982. )
1.20 1963 . 680,000 110,000 U240 -0 1,000,000, - 1983 -
1,30 1964 700,000 ' 110,000 ‘248" i 71,020,000 - 1984
1.40 1965 - 720,000 110,000 . 250, 1,020,000 1985
1.50° 1966 740,000 - 110,000 028570 1,040,000 - 1986
1.60 - 1967 740,000 110,000 2.60, 1,060,000 - 1987
1.60 - 1968 760,000 110,000 2.65 11,080,000 1988
1.70 1969 760,000 - 110,000 2.65 1,120,000 1989
~1.70 - 4970 780,000 110,000 2,70 o 260,000 1990
1.80 01971 - 800,000 ;- 110,000 2.70 260,000 1991
1.80 21972 820,000 © 110,000 100 : 260,000 -1992
1.90 /1973 . 820,000 ; 110,000 . 100 250,000 1993
190 . 5, 1974 . 840,000 . 110,000 100 280,000 . 1994
2.00 ;01,1975 © 840,000 150 000 100 -0 280,000 51995 -
2,00 - 1976 - - 860,000 110,000 993/4 '77280,000 1996
2,10 1977 - 880,000 ; 110,000 991, ' 280,000 1997
2,10 - 1978 -.°900,000 110,000 99V, 280,000 1998
(Accrued interest to be added) i
lnterest payable January 1, 1949 and semi-annually thereafter

520,000 1/1/50
120,000 7/1/50
520,000 1/1/51
120,000 7/1/51"
540,000 1/1/52
120,000 7/1/52
540,000 1/1/53
120,000 ' 7/1/53
580,000 1/1/54
120,000 7/1/54
580,000 1/1/55
120,000 7/1/55
600,000 1/1/56
120,000 7/1/56
600,000 1/1/57
120,000 7/1/57
620,000 '1/1/58
120,000  7/1/58

IR R TR SR SR Xy X)
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$8,400 000 Term Bonds
.- $7,500,000 2%% 30-Year Term Bonds : $900,000 2% 15-Year Term Bonds

Due May 1,1978, callable at 100 on May 1, 1968 - Due May 1, 1963
or any interest payment date thereafter 1

Price 99 and interest Price 96 and interest
(To yield about 2.80% to matuﬂty) (To yield about 2.32%)

Interest payable J v 1, 1949 and semi-annually thereafter except the final coupon which will be for four months. In the event
the optional bondl are called May 1, 1968, a proportional interest adjustment will be made on the coupon due Julyl 1968,

The above Bonds aro oﬁered subject to prior sale; for dehvery when, as.and if issued and receiyed by us and sub;ect to the approval
of legality by Messrs.. Townsend, Elliott & Munson and ‘Messrs. Morgan, Lewis & Bockius,: Attdmoya, Phtladelphm Pennsylvama

Ha]sey, Stuart &Co. Inc.
“The Northem Trust Company

The National City Bank of New York The Philadelphia National Bank

' - Lehman Byotl'l_eps ’B'I‘y_th & Co., Inc.: ..

: The First Naﬁonal Bank '
OF PORTLAND, OREGON" *
. Salomon Bros. & Hutzler

“Stroud & Company : - Estabrook & Co.
- Paine; Webber, Jackson & Curtis - -

by Jod Equitable Securities Corporation
Mercanhle-Commerce Bank and Trust Company . Kean, Taylorv &Co. Hemphill, Noyes & Co.
B. J. Van Ingen & Co. Inc. L. F. Rothschild & Co. Stranahan,hlc{:::i .8: Company Eastman, Dillon & Co. Braun,lnB:g:r‘t.lg & Co.
Harris, Hall & Company First of Michigan Corp_oration Hallgarten &Co. - Hornblower & Weeks - Chas. E. Welgold & Co. - Roosevelt & Cross

(Incorporated) Incorporated Incorporated
W. E. Hutton & Co. - Dick & Merle-Smith

~E. H:Rollins ‘& Sons -

Incorporated
.- Barr-Brothers & Co., Inc.-

R. W. Pressprich & Co. ?

Laidlaw & Co. f E"',f,ff},f, .8:“ Co. .- - - Dolphin & Co.
A. Webster Dougherty & Co. l‘ Weeden & Co., Inc.. - Fidelity Union Trust Company The Nahonal Shte Bank Schmidt, Poole & Co.
Mackey, Dunn & Co. Francxs I. duPont & Co. Singer, Dea:ne & Scr:l:l;;r City Nallondmcngom'grusl Company Hanmﬁs, Ballin & Lee
~ Rambo, Close & Kemer, Inc. The Illinois Company . Seasongood & Haas Wm. E. Pollock & Co., Inc.
G.H.Walker &Co.  The First National Bank ~~ C. C.CollmgsandCompany ‘Walter Stokes & Co.
. Thomas & Company |

of Memphis Incorporated
J.R. Williston & Co.

Bacon, Stevenson & Co.

Incorporated

Butcher & Sherrerd

Bramhall Barbour & Co Inc.

Waurts, Dulles & Co. Buckley Brothers Aspden, Robinson & Co. l-lless & Eg. - Moore, Leonard & Lynch .
Arthur L. Wright & Co., Inc.

Glover & MacGregor, Inc. . R.C: Schmertz & Company, Inc. .

- Blair & Co., Inc. . Phelps; Fenn & Co. - },‘

April 14, 1945, : : . : ) -

Press -Syndicate, - Brightwaters,

bitized for FRASER
p:/ffraser.stlouisfed.org/
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- Missouri

Brevities

" The Empire Distriét Electric Co.,.of Joplin, in its annual report,
reveals that early in 1948, it sold $4,000,000 of first mortgage bonds,

314 % series due 1978, to the

Travelers Insurance Co. and The

Metropolitan Life Insurance Co., The

Connecticut Mutual Life. Insur-

ance Co., at a price of 102.345. - The .proceeds from this sale were
deposited with the trustee, and may be withdrawn by the company

sgainst certification of bondable?

property additions.
A revolving credit has also been
established with the Harris Trust

& Savings Bank, Chicago, Ill., and
associated “banks, permifting -Em-

. pire District to borrow -until Dec.

31, 1949, from time to time,
amounts not to exceed $2,000,000,

with the right to convert on Dec.

51, 1949 into a one-year loan ma-

turing on or before Dec. 31, 1950.

Interest on all funds so borrowed
will be at the rate of 2% %. per

annum. - )

# #

Newhard, Cook & Co. and
Reinholdt & Gardner of St.
Louis, and Stern Brothers & Co.,

- were among the bankers partic-
gpating in ‘the public offering
on March 25 of $20,000,000 In-
terstate Power :Co. first mort-
gage bonds, 3%.% ' series  due
1978, and 555,039 shares of $3.50
par value common stock of the
same utility firm, the bonds at
102.72 and interest, and the .
stock at $7.35 per share. They
are issuable under a .plan of re-
organization under ;the Public

' Utility .Holding Act of 1935,
. # % % *

Although the operating  reve-
nues of $25,638,247 were the larg-

- est in the history of Kansas City
Power & Light Co., net income for
1947 declined to $3,944,265, which
was $220,741 less than the $4,165,-
006 earned in 1946, The substan-
tial increase in operating revenues
was more “than offset by higher
operating - expenses. . Total oper-

-ating revenue in 1947 was $25,-
638,247, an increase of $1,884,859
over the 1946 revenue of $23,753,-
388. %» ; 2 ‘\ Q.
* “The company estimates'that
fts 1948 construction program
may cost as much as. $15,000,000
and that the heavy construction
program will continue in 1949
and 1950.. This, Harry B. Mun-
sell, President, says, will require
additional financing. “The com-
pany has consummated short-
term bank loans of $3,860,000 to
. carry the construction program
through the early. months of
1948, with long-term financing
to follow by mid-year,” he said.
T # # e,
 The Missouri Utilities Co., Cape
Girardeau, - is
shares .of its- common stock to
common stockholders . of record
April 6. Rights weére received by
the stockholders yesterday .giving

c- 'T.' Al

P 31978 i

Peltason,Tenenbaum Co.

Teletype—SL4SS 7 L.D.240

STIx & CoO.
' inyzsms_nr SECURITIES
509 OLIVE STREET -
St.Louis1i,Mo,

Members St. Louls Stock Exchange

itized for FRASER

offering 22,750 |

them ‘the right to purchase one
share for every.eight shares held,

pire on April 23, The proceeds

additions ‘and = betterments. Ed-
ward D, Jones & Co., St Louis
is the principal underwriter of the
stock offering. .

The Missouri Utilities Co. re-
cently sold at private sale $2,500,~
000 of first mortgage bonds, se-
ries C, 3%%, due June 1; 1971
at 101," In addition, the company
has tentatively arranged to sell
$400,000 of 3% % sinking fund
debentures due :1963. :

% % # "

During .1947 net sales billed by
Century Electric Co., St. Louis,
reached a new high, amounting

1946, Net earnings likewise  es-
tablished a new record. After sur-
plus appropriations ‘of $400,000 for

and $300,000 for new plant and
equipment ' costs- considered 'ex-
cessive, net earnings came to $2,~
484,731 or $4.80 per share on the
517,859 common 'shares outstand-
ing  at the close of 1947,  This
compares - with earnings in' 1946
of $1,198,453, which was $2.48 per
share on 481,880 common shares
outstanding at ‘the close of that
year. ;

It is expvected that' a further
stock dividend will be made at
the end of the current year pro-
viding earnings remain satisfac-
tory. A 2%- stock dividend and
a.1214' cents per share cash diVi-
dend jpayable in the second quar-
ter Have“already been declared.
;i # # H

The net income of Scullin Steel
Co., St. Louis, for the year 1947,
after providing for all known ex-
penses and taxes, was $507,906 as
compared with net income for
1946 of $177.244, or an increase of
$330,662, ‘After provision: of $74,~
850 in each of the aforesaid years
for dividends - on  the preferred
stock; the per share earnings ap-
plicable to the common stock out-
standing were $3.10 for 1947 and
73 cents for 1946,
Ty R )

Among ‘the group of 103 in-
vestment firms ‘participating in
the public offering on March 25
of $45,000,000 Columbia Gas &
Electric. Corp. 314 9, debentures
-due 1973 at 101.25 and interest
were Reinholdt & Gardner,
Stifel, Nicolaus & Co., Inc. and
Stix & Co., all of St. Louis,

Pl B ko W

Stern Brothers & Co. also
‘participated in the public offer-
ing on ‘March .17 of .$10,000,000
- Louisiana  Power . & ‘Light ‘Co.

(Continuéd on page 47) -

£

at $12.50 ‘a share. ‘They will ex-|

of this financing will go toward |:

to $22,180,485, ‘an increase of 57%:
over the $14,020,320 figure ‘ for

possible inventory price -decline,

spected in

Canadian

financial cir-

cles, A visitor
from Canada
is therefore
‘put on his
mettle to pre-
sent a picture
of - conditions
in his own
country that
isinformative,
accurate, -and
as far as the
limits. of hu-
man frailty
will permit,
. unbiased.
Further, when an entire country
is one’s potential subject matter,
the problem -of selection arises.
One, must try to sift out. from .a
mass ‘of - information and view-
points ‘those really significant in-
fluences that have a present or
prospective ‘bearing  on -long-run
Canadian investment values,

As a starting point, I-would sug-
gest ‘that whatever our immediate
problems in ‘Canada may jbe—and
we_ have our share — they :are
certainly not those of an econ-
omy. operating -at a . low :level
of productivity.” During the war
years Canada experienced a
period . of = dynamic - industrial
growth, - while ' the  speed. and
smoothness ‘With which ‘the tech-~
nical ‘processes of reconversion
have been accomplished provide,
I think, some further encouraging
evidence of vigor and adaptability,

I don’t intend to say. more
about Canada’s wartime economic
development than is necessary to
put ' the  present situation into
perspective. The picture is one: of
a ‘nation:‘of 12.5 million people
that.doubled its level of industrial
production, increased its agricul-
tural output by one-third (despite
a 20% decline in agricultural em-
ployment) . and ‘raised  an armed
force of over 750,000 besides tak-
ing on the job of operating ‘the
Commonwealth Air Training
Plan. :

Canada, 'as you know, was
never ‘a-recipient-of ‘Lend . Lease.
Like you, we were extending war~
time financial aid to the United
Kingdom and other allied nations.
In the very early stages: ofthe

W. T. G, Hackett

*An address by Mr, Hackett at
the Investment Forum of the Sav-
ings Banks’ Association:of Con-
necticut, New Haven, Conn;, April

8, 1948,

" Bell Teletype
" SL 436

Berkshire Fine Spinning
""" Delhi 0il -
" Long Bell Lumber
" Rockwell* Mfg.
- ‘Southern Production =
Southernﬁ Union Gas -,
- ‘Soythwest ‘Gas Producing
“Southwestern Public . Service ‘common
Universal Match €ompany

e Bpught — Sold L Quo;tecl ‘ \
SCHERCK, RICHTER COMPANY
T s .Landreth Building . ° £ e

St. Louisl 2, Mo:
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Factors Influencing Canadian Credit

.~ By W. T..G. HACKETT* "

_ “Economic 'Adviser; Bank of Montreal - : 3 el i
. Canadian economist reviews. his  country’s. recent domestic financial experiences, which, though resulting"- -
in expanded industrial capacity and greater- self-sufficiency, has brought about a'dollar ‘shortage. -
.Cites Canada’s heavy. participation-in foreign-aid program- and its liberal "export credits as primary .~
..cause of difficulty. -Defends restoring parity to Canadian. dollar; and points -out depletion of Canadian.
gold reserves has already been checked. -Sees ERP easing Canada’s present-dollar-difficulties, and cori-":"
] cludes Canadian: investment situation-is-sim:lar to that'of U, S, -+ fooiwi oo

May I say at the outset-how henored I feel in being invited to speak to this gathering. :
I hasten to add, however, that I approach my task with considerable trepidation. The dis-

. war we financed the United King-
-dom’s- net Canadian .dollar -re-
quirements by repatriation of-se-
curities and.other special arrange-
ments of this nature. But these
techniques soon ‘gave way to free
gifts and ‘“mutual aid” which ‘was
another name' for the same-thing:
Without « taking .you. through .a
mass -of--detail it will be enough
‘to 'say that up 'to the end ofithe

measures of financial assistance to
allied -nations :amounted to:ap=«
proximately $4.75 billion, If you
were- to multiply this by 16 ‘you
would . have an. approximately
comparable figure in. terms: of
your own'-economy—the compari-
gon. . being made on the- basis of
the relative .gross national prod-
ucts of the two countries over the
period involved. : :

The Dollar Shortage Problem

‘.1t ‘was obvious that a war pro-
duction program of the magnitude
undertaken would require a very
substantial  increase in Canada’s
needs for-raw materials, industrial
equipment and component; parts
from the United States. We expect-
ed 1o have something of a U. S.
dollar problem, and in the. early
stages of the war we had :just
1hat, our /holdings of gold .and
U. S. dollars declining from about
$400 million ' in. September, 1939
to the.low point of $172!millions
in’ January, 1942. Later in 1942
we began to. receive a consider-
able measure’ of  assistance from
the operation of the Hyde Park
Agreement, which had been en-
tered into in 1941: You will recall
how this worked. It involved a
division of munitions production
between the United  States :and
Canada on the. basis of compara-
tive technical advantage in out-
put, and the consequent purchase
by the United States from Canada
of certain munitions, : ships :and
critical materials. This mutually
advantageous agreement, achieved
with a minimum of formality, is
an excellent example of the kind
of. economic: collaboration, in:the
interests ‘of 'a’ common purpose,
that is possible between two. coun-
tries - whose -economies permit
close. integration and who in:ad-
dition, know and trust each other.

~As the war progressed, other

‘| developments that could not: be |

foreseen ‘began to  build up :our
U.7S: ' dollar position. There were
U. S. defense outlays in Canada
principally in.connection with the

| Alaska:-Highway and. Canol proj-

ects. “There was:a heavy U. S.
demand. for Canadian grain, aris-
ing-out of shortages in your coun-
try,” such grain- exports in: 1944
. being larger than the total of alt

|| merchandise: -exports :to the
{ United - States- in 1938.: Another |-,
important factor: influencing :our |-

{ U. S: dollar-position ‘was the pur-

I’ chase of Canadian' securities ‘by

United -States investors, attracted
by ~the high interest. rate differ-
ential, and as time went on, by
the increasing .likelihopd of ‘the
return-of- the:Canadian dollar to
"parity. To cut the story short, by
the end of 1945 Canada’s holdings
of ‘gold and U. S. dollars 'had
reached :the ‘ very - comfortable
figure of $1,508 millions. I hasten
to add, however, that this increase
in cash assets from 1939 to 1945
was almost exactly offset by the
combined effect. of reduction in
other assets abroad . through sale
of .U. S. securities, and increases

war, Canadian extraordinary |

"in’’Our external liabilities to the'|'"

criminating judgment of New England investing institutions is fully recognized and re-

U.'S. A. in the form of United
States holdings of Canadian bonds
and - ‘undistributed- - profits . of
branches and subsidiaries of U. S.’
companies in Canada.. In other
words,-in ‘spite of the rise in our
liquid ‘reserves,: our“net. balance
of indebtedness to the U. S. dollar
area was practically the same at
the end- of 1945 ‘as ‘at the begin~
ning of the war, Hy

Canada’s wartime domestic fi-
nancial experience is-all onthe
record; -and" that record, I think,
is..generally’ regarded ‘as "a“good '’
one.: The 'government adopted,
and ~the public supported, a fi-
nancial . program . that might: be
summed up in the phrase “pay-as
you :go as far-as you can.” Al-
though- the  Dominion Govern-
ment’s annual. expenditures rose
during the war to six times those
of the comparable, pre-war period,
about. half of ‘the ‘total ‘required
during .the six war .years was
covered: . from-: revenue ' ‘sources.
Borrowing necessary to meet the
other -half-was-of course substan-
tial ‘and. between -the end of 1939
and the end of 1945 the Dominion’s
direct and guaranteed funded debt
ran up from:$4.4 billion to $17.8
billion, the proportionate increase
being somewhat less than was the
case in your country. At the end
of the war the Dominion’s ‘direct
and , guaranteed . debt was about
1.5 times the gross national prod-
uct, slightly greater than the rela-
tive proportion . in the  United
States (1.3 times) and consider-
qbly less . than  the comparable
figure .for the United Kingdom
(2.5 times). War finance was ac-
complished against a background
of easy money, through techniques
with which you ‘are well fami-
liar.  The result was that 'the
average rate of - interest on the
Dominion’s debt was reduced from
3% % in 1939 to 21 % in. 1945, It
is to be noted also that net re-
demption of debt: payable 'solely
or optionallly in foreign countries,
has just about completely elim-
inated possible variations in the
cost of external debt service re-
sulting “from exchange fluctua-
tions. - Today only about 3% of the
Dominien’s“direct-and guaranteed-
debt  is- payable ' in:currencies®
other ‘than-Canadian as compared
with 35% in 1939:

_To sum up this very-sketchy re~
view it'may, I think, be said that
Canada’ ended 'the war with :an
expanded industrial capacity,
with: ‘'some “‘progress toward
greater ‘self-sufficiency in indus-
try, with full. employment, with
a“high*national.income; and with
a price, level that was:relatively
low " in ' comparison: with . other

countriies. .

«Canada’s” Foreign "Aid . "
‘Even Lefore the end :of the war
the ‘Canadian: Government. -was
laying plans for .a- postwar, pro-
gram  of foreign :aid.. The/result
was .the  authorization, early: in
1946, of ‘a total of $1.845 million
of foreign _credits. The: largest
single -credit ‘was - of course the
loan’ of $1,250° -million’ to' the -
United ‘Kingdom which coincided
with the U. S. loan of $3,750 mil-
lion to.that country, The balance
represented " credits “in varying
amounts 'and’ on somewhat dif-
ferent terms to a number of other
allied nations. ' The whole was a
very -large program: for Canada—
equivalent on the basis of relative
- “(Continued -on page 34)
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Javits Praises
ERP Act

Republican .member - of House
Foreign Affairs Committee .says
it -will .ward .off -depression.and
will not resplt in renewal of allo-
cations "and :business .controls.
Sees  Act reviving .world-wide
.business prosperity.

“ Addressing the annual meeting
of the National Paper Trade Asso-
ciation of the United States at the
Waldorf Astoria ‘Hotel in New
York City on -April 7, Jacob K.
Javits, (R.<N.Y.), a member of the
House Foreign Affairs Committee

- and one of the drafters of theHouse
uropean Re-
covery - Pro-
gram bill said:
“American
business need
not fear allo-
cationsand]|
controls as a
result of . the
European
Recovery
;Program, and
American
business could
do .more ‘than
.any.'other

i i T group in- the

Hon Jacob K, Javits

to ‘assure ‘the

success of 'the program.”

“I :believe,” ' Mr,..Javits. added.

“that the European Recovery Pro-

gram: gives reasonable:-assurance

that ‘we shall not -have .a- serious :
depressionin:the next -few years|

. and .gives a platform from which,
if ‘American-bus.ness sexzes -the
opportunity, . not -only. .our " own,
but world prosperity: may be.-sta-
bilized.s:

“There, is ‘a negatlve phase to|:

=+ the EuropeanRecovety - Program
which relates .to -allocations..and
controls . of .scarce.materials, the
power. of export licensing, and
- other governmenital regulations of
business,
business needs:to {ear.the imposi-
. tion of such-controls as a result.of
the Foreign ‘Assistance ~Act -of
1948 just passed by Congress. to
carry out:the European: Recovery.
Program,:as-the items:to ‘be sup-
plied are:generallv within'avail-
_abilities;
..participating in'the program ‘are
given priorities’ as.fo:scarce ma-
terials over ' non-<participating
countries where onr supplies are
insufficient for both.

“The power of exvort controls
remains with the Secretary -of
Commerce under:-the Act and the
President is to resolve any con-
flicts on this subject. between the
Administrator and the Secretary
of :Commerce.

“One of the great onportunities
of -all time is put before American
business ‘in ‘the ERP Act. Bv
doing a good job, American busi-
ness can  assure itself and the
country ' of ‘ prosnerity for manv
years with constantly exnandin®
foreign markets ready to take.our
. surpluses, and with enormous no<-
sibilities of new development in
the  under - developed ~ colonial

", areas of the European powers.

“At every point in the Act. the
use of private trade channels is
encouraged and facilitated. ' Aside

from~an express direction to the|:

Administrator to ‘utilize: private
channels of trade,’ the issuance of
letters. of commxtment by . the

Administrator:to,the participating |’

nations: is. provided. These mav
be hypothecated or.assigned .and
{'become hinding obligations of the
~:i! United States.--Under -them, pri-

vate business .can undertake vast |}’

supply agreements with the re-
cipient:Western European nations
 Great auantities of materials are

indeed involved. . In-the-first year |’ )

of ERP there will bhe..shipmente
0£:12,000,000-tons. of food and food
products costing abont $2Ys- bil-
lion; 1.500.000 trns of tobacen and
cotton costmg close to $1 bllhon,

‘United States i

I.do not’believe: that .

In - addltmn, countries |

nd .equipment costing over $300,-
000,630; -about - 2,500,000 -tons of
iron, iron .ore and steel _costing
over $200,000,000: -and «$1billion’

.lin.coal, petroleum and.other raw

and semi-finished materials. <The
total in -round figures calls, for|

ican production in -the -first -year
and not less-than 50% of -this-is.to
be shipped in American-bottoms.

“Not - alone is there -this direct
call upon American business,. but
the expansion of normal American
business abroad.is greatly, facili-
 tated -through the general aims of
the Act, and specifically: “Gener-
ally, the Administrator will seek
to stabilize exchange rates and to
remove burdensome 'trade restric-
tions, quotas and other barners to
trade,

“Specifically, -the ‘Act approves
2 great new programof ‘guaran-
tees “for: American ' -investments
sbroad. ‘The amount is.limited in
the first year to $300,000,000 and
the guarantees apply-to. pro;ects
aiding  ERP. . Such guarantees
may -continue for 14 years .and
insure the convertibility of local
currencies realized from-the’ in-

agricultural machinery, coal min-
ing machinery,trucks, freight cars |

over $4% billion -worth of Amer~| |

\{estment of .U..S. busmess in ‘the
Qartlclpatmg countries ‘into - dol-
lars.” Similar guarantees are also
provided for American news-
papers and magazines, radio -and
television distributed . in the par-
ticipating - countries, :but these
guarantees.are limited f0'$15,000,~
/000 for .the first year.

LTt s well recognized that Eu-
“’)pe faces a production crisis and
-the greatest experts in production
.are .in .the United States. = They
and' our skilled workers have
made us the most fabulous pro-
ducers of goods the world has
ever known.: Therefore, -both as
the Administrator and as soldiers
.of production who will serve in all
the partlcmatmg countnes we
need ‘American’ techn1c1ans,
schooled in what has made - us
great. I call for not less than
1,000,000 ‘Americans to - devote
themselves:to the'job of the re-
constructiony and: management of
the  industrial "and = agricultural
production of -the 16 participating
nations.. Such-a contribution will
aggregate in*terms of results, in-

finitely more even than'the money
we put in.the ERP.. Under the
‘Act, the Administrator. is. forced

not only to-procure ‘goods, ‘but:to

.procure and fuianh .technical in-

formation and ass.stance, :These
technicians will be the' greatest
soldiers democracy-ever had. -

“The Soviets say -that ERP .is
designed for economic imperial-
ism,. We know that-it-is not-true,

‘but it is up .to us to demonstrate

that it is not.true. ‘They .cannot
understand how a million Amer-
ican technicians can go in to re-
habilitate . .European production
without dominating the partiri-
pating countries politically, We
must show that we .understand
how-to split the two -and-how-to
rehabilitate :production while we
refrain from interference with the
political independence. and social
life of these countries. Nr
greater argument can be made
against the:Soviet system:than.our
kind of administration  which .will
build and . not appropriate—-—im—
prove and not seize. '

“By doing this kind of a job,
American :business will not only
save Europe, but save itself, for
we must by now realize that just
as we cannot remain the only free

nation in the world politically if

all the ‘others are dictatorships,

so ‘we cannot remain the only
nation with a pnvate economy in

ity of our age.

the .world if .all : the .others have '«
state .economies. ‘ The: common ..
people of the world, demand a
share in the enormous productiv-
They refuse to
continue to be chronically POoT;

-that is'the key-to -the present’'ide-

ological struggle,. In this struggle
we, with our superior knowledge
of productlon techniques, should-
prove a sure victor, Our most
effective troops in the struggle
are - the forces of American busi~
ness.”

Theodore H. Price, Jr.,
To Be Sage Co. Pariner

Theodore H. Price, Jr., member
of the New York Stock Exchange,
will become a partner -in the Ex-
change firm of Sage & Co.,'1:Wall

#rer New York City;.on April
16. Mr. Hicks has been a partnzr
in‘Hicks & Price of Chicago.

Two with Herrick, Waddell
i (Special to THE FINANCIAL. CHRONICLE)
WEST PALM BEACH, FLA.—

George A. Horton and Maurice J.

Meyer are now. with Herrick,

Waddell & Co.; Inc, g

Inauguration ,of

three-year

sidiary companies.

hours.

system

L)

struction program-to cost an
estimated  $96,900,000 over
a three-year period, 11947,
11948 .and 1949. A substan-
tial pomon .of “the ifunds
needed 'to complete this
_program | have
been raised. . through (finan-
cings completed by the sub-

Power -output :increased
16.9%, to a record . total®
of 5,002,600,000 ktlowatt-

. Balance of consolidated
net income applicable to the
Common Stock and Surplus
increased from  $5,360,702
to $7,201,127, or 34.3%,. ‘-

A total of 32, 844 new
++ electric-custorhers was added
to the lines of the integrated

The average annual use
of ~electricity by residential
customers_ rose -from ;1,238
kilowatt-hours to.1,348 kilo-
watt-hours per customer.

‘OTHER HIGHLIGHTS .OF THE 'YEAR WERE:

Total consolidated oper-
increased
“from -$64,075,900 ‘in -1946
to $73,236,604 in 1947, a
gain of 14.39,. ‘Electric rev-
enues alone increased 15. 8%

a  con~

.ating revenues

to $65,712,125.

i

$9,482,889, or 24.1‘70.

creased from $4,922,733
$5,360,254. ¢

Consolidated gross income
increased from $14,549,642
. to $15,975,275, or 9.87,.

Consolidated . net income
increased from $7,642,464 to

As a sepdrate corporation
(non-consolidated), the
Company’s net ‘income: in-

' rnkou mn ,?47 /4%%45 E%GM«' OF
THE WEST PENN ELECTRIC CQMPANY

and. Subsudlanes

THE YEAR 1947 was an eventful one in the history
‘of The West Penn Elecmc Company It was made
notable by the transition of chexCompany from the
status of a sub51d1ary holdmg company to that of -
.top holding .company for. the electric holding com-
‘pany business of its former parent company, Ameri-
can Water "Works and Electric Company, Incorpo-
rated. With the. dissolution and liquidation of the
latter. company, ‘and the distribution last January of
its holdings of the Common Stock.of The West:Penn
Electric ‘Company: to- its patent .company’s Stock-
holders, The West Penn Electric Company became
a publicly-owned enterprise.

to

? llght areas indicate scope of |err|tory
.+ in5.states served by -the system

ﬂDEM'AND éFORJE‘I.fECT.Rlc SERVICE-
- Demand for electric service experienced by the
integrated. electric:system.of the. Company, con-
-sisting -of ~three-main--divisions -respectively
headed by West Penn Power Company, Mon-
ongahela’ Power Company ‘and ‘The ‘Potomac
“Edison Company, has been unprecedented in its
history. This has resulted in the need for addi-
tional facilities. The $96,900,000 three-year con-
« :struction ‘program is',the largest ever under-
taken by the system in a similar period of time,
- It includes . the building, of additional electric
... generating capacity-of 286,000 kilowatts, com-
..prising an addition, already completed, to an
L existing (station, and jthree new stations, and
,cthe extension, .eplargement: and improvement
" of transmission and distribution facilities.

- - DIVIDENDS

JIn:addition to :regular -dividends. on the Pre-
++ferred Stocks, an initial dividend to the public
Common Stockholders of 25 cents per share
was paid on March 25, 1948,

THE WEST PENN ELECTRIC COMPANY
:50.Broad Street,:New York.4, N. Y,
. ’The information above summar)zed from the Annual Report does not constitute an offer to buy or an offer to sell any securities of the *

Company of its subsidiaties, The detailed Annual Report, with financial statements and notations applicable thereto, has been mailed
to the Stockholders of the Company and a copy may be obtained upon request to the Company at 50 Broad Street, \cw York 4 N Y.
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p:/ffraser.stlouisfed.org/




12 (1652)

THE COMMERCIAL & FINANCIAL CHRONICLE

Thursday, April 15, 1948

Reahshc View of Compulsory Social Security

.By E, H, O'CONNOR*

Managmg Director, Insurance Economics Society of Amerfca

Contendmg compulsory social insurance is a deadening doctrine which frustrates ambition and achieve- -
"_ment, Mr. 0’Connor points out advantages of voluntary insurance plans over bureaucratic devices oper-

ated by government. Admits existing pressure for expand=d social security, and cites its heavy cost,

as well as its adverse influence on individual initiative and enterprise, as destructive of American xdeals. ;

1 believe and T hope you do that we are living in a time which the historians of the
“uture will evaluate as the high peak of human history or the time of its greatest tragedy.
Whether it will be the former depends upon the American people and their mclmatmn to

+enew and
strengthenour
«Jemocracy, to 8
Jerpetuate a-
strong and ex~
panding free

. economy, and
to keep . this
country of
ours moving
ahead to the
envy of all the -
nations of the .

. earth. That.
spirit must not -’
‘be’ 'weakened -
‘or--allowed ‘to .
die by the
propa gation‘..
.of such measures as governmental
‘protection from “the cradle to the
grave,”- compulsory state sickness
compensatxon or -proposals “of- a
like ' nature, because when ~our
ipeople iplace their- faith “in such
“measures as--complete social se-
“curity, ‘enacted either by the na-
tional Congress. or by the states,
irather than in their own willing-
:ness to risk and venture and take
+«care ‘of themselves, the process of

E H. OConnor "

idecay will have.begun and his-

#orians: will record that America’s
fglorious era has come to an end.

ompulsory Social Security—A .
Deadening Doctrine

#; Compulsor'y Social Security:is a
deadening doctrine - which " frus-
Hrates ambition and achievement.
{The label is appealing but' the

Ppackage ‘actually contains a blend

f demogogic pap and promises

/hich are too thin in vitamin con-
Rent to provide the nourishment
needed to keep a strong nation
functioning in a free economy. -
{ There can be no doubt that a
large proportion of the people of
this country want greater eco-
nomic security. There can be even
dess doubt but that this desire, not
{0 say need, poses a difficult prob-

lem for the leaders. of this coun-
iry — political leaders, business
3 gaders and social leaders.

g— i

i *An address by Mr. O'Connor
t the Accident and Health Con-
erence of Pittsburgh Insurance
ay Programy: Pittsburgh, Pa,

A good ‘many years ago, the
peoples of European countries in-
sisted upon resting this responsi-
bility in the hands of government.
Thus, government compulsory so-
cial security came into existence.

‘As a result adoption of similar

i plans in- the United States have

been strongly favored. The argu-
ments for them made little head-

5 way prlor to- the world-wide de=

pression,* beginning in.the 1930’s,

5ut the depth and’length of that’

epression: overcame: a- gréat) deal
of hormal résistance. Thus, in 1935;

‘+/ | compulsory social - security, .on a
“ | rational, but.’ still limited scale

was introduced in thls country
! Prior.to- that time, our ‘people,

.almost .to. a. man,.had an Horatio

Alger outlook on life. Opportunity |

.| was - their .watchword, and they

neither-wanted nor would brook
any interference from government
in-their private economic affairs.
The depression changed the minds
of enough people; however, so that

a .national . compulsory ' program
became a possibility. It was first
tried .on a .restricted scale, but
pressure for broad expansion be-
gan “at- once and‘ has become
stronger with the passage of time,
even though World War II brought
a return of prosperity and a wealth
of opportunities. .

No one can quarrel with the
thought that it would be heavenly
not to have:.a single worry, to
have all that one wants.to eat and
wear, to have decent shelter and
to work: where one wishes with
complete assurance that one’s old
age will be taken care of. This
is 'a description of heaven: to
which we all subscribe, but the
clash comes in planning ways to
attain this ‘goal. ' In  planning
thus, we. must be alert. to the
“camel” technique—for once ‘the
camel gets his head into the tent,
he soon has his entire body in-
side. Social Security . expansion
is indeed:like the camel, it -does
not stop. - at.  part-of-the-way-
measures, - - Like the: sgood old
Southern expression, it's simply
“whole hawg or nuthin.”

Therefore, when we speak of
social - security -we are not ques-

tioning whether or not the people

should have social security, but
we:- aresquestioning = the. form
which it should take and how far
it should be developed, Should
it ‘be  compulsory under govern-
ment administration or should it
be- voluntary- under the auspices
of private enterprise?  Should the
law - make :participation - compul-

sory _for- all, but leave-the -exe- |,

cutionto - prlvate agencies?: If
compusory,-should-it be. omr a Fed-

eral -or- State’ basis? 1 Should it |-
-cover -workers: only; ; or: also- ~dew |
.pendents? --Should - benefits be. on

a generous.scale.or on a.Subsis-
tence level? - In other words; what

considerations ~and ~'what: prin= |
ciples should  guide- the: develop- |-

ment-of the Amerlcan system of
social security.

“The Society, which'I represent,’

has endeavored: to approach the
subject on'this broad and general
premise,. considering - all' of the
interests involved, ‘those ‘of the
worker ' and . of the . employer,
those of ‘the farmer and: taxpayer,
of ‘the ‘inventor: and ‘the white-
collar class, of the national econ-
omy and. of future generations.
We _want to find out not only
what is good about “compusory
social. security but what .is bad;
not - only  what it does for: the
people but also what it may do to
the: people, . Not only what it
aives to some but what it takes
from. others, = If the American
eople want the compulsory form
of social security I presume there
is no reason why they should not
have ‘it. - But before they make
their 'decision ‘ they should know
both sides of the question so that
they do not have.  to  believe
everything they are - told about
social security.
. No one is more wxllmg than I
am to admit that the modern in-
dustrial age with all of the bene-
fits it has brought to the average
man has also created a host of
problems for him. In most cases
the individual worker no longér
owns his tools of production.. He
can no longer turn readily from
factory to farm, or from farm to
factory, as economic conditions
change. Frequently he is power-

(Continued on page 36)
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buy any of these shares.

344,400 Shares

-~ Common Stock
(Par Value $3 per Share)

Price $11 % a Share

This announcement is neither an offer to sell nor a solicitation of an offer to

The Greyhound Corporatwn

MORGAN STANLEY & CO.

Michigan

Brevities

Kaiser-Frazer Corp. for the yvear 1947 reported a net profit,
after all charges,of $19,015,678, equal -to $4 per common share, as

against a net loss for 1946 of $19 284,681.
$11, 504 443

$260,132,988, compared with

Net sales in 1947 totaled
in the previous ' year.

Working capital at Dec. 31, 1947%

was $26,545,420, against $11,817,-
346 a year before. Because of the
loss in 1946, the 1947 profit is not
subject to Federal income tax,
permitting the full 1947 profit to
remain in the business. Another
milestone was reached on March
26,- 1948 when the Willow Run
factory produced the company’s
200,000th -automobile. The 100,~
000th car was turned out on Sept
25, 19417. :

. Of the 140,750 shares of com-
mon stock' offered by Standard
Accident Insurance Co., Detroit,
for. subscription by ' its stock-
holders, -136,849 - shares. were
subscribed for upen: the exer-
cise - of  ‘subscriptien- warrants -
and the remaining: 3,901 shares
have -been: sold by -the under-
writing . group headed - by - The
First Boston = Corporation - of
New York, and which included,
among others, First of Michigan .
Corp., M.- A. Manley & Co.-and
Watling, Lerchen & Co., all of
Detroit. The purpose of the of -
-fering 'was-to provide-Standard.
Accident with: additiona,l capltal
funds. i

- The Detroit:Stock Exch‘angé re-

ports' that . trading * volume -in|:

March,  totalled 240,847 _shares,
havmg a market value of $2,956,~
900, compared with 221,398 shares,
with a trading volume of $3 062 -
473 in February. . :

The - 10 most actwe stocks
during. March were: - Detroit
Edison Co., McClanahan 0il Co.,
Gerity-Michigan Corp., Detroit
& .Cleveland  Navigation - Co.,
"Warner Aircraft Corp., Penin-
sular Metal Producis Co., Goe-~
bel Brewing Co., Gar Wood, In-
dustries, Inc., Kaiser-Frazer
gorp. and River Raisin Paper

0.

% * & * i

Sales -of :Goebel. Brewing Co.,
Detroit, for the first two months
of 1948 show an increase of ap-
proximately 11%:- in: barrels sold
over the same months' in 1947
thereby ' reflecting 'a continuing
favorable trade acceptance of the
company’s . product, . according; .to
Edwin J, Anderson, _President,
who added ‘that January and Feb-
ruary-net profits were in excess
of $170,000.

The dire~tors point out that
their decision at the Feb. 27
meeting in omitting the divi-
dend on the common stock,
normally declared at that time,
was ultra conservative and
should not be considered as a
forecast for the remainder of
the year. “There is every indi-
cation that substantial dividend
payments will be resumed - in
the second quarter of this year,”
Mr. Anderson said.

W % * %

First of Michigan Corp. alse
participated in the following
public offerings:—On March 17,

* 875,000,000 Pacific Telephone &
Telegraph Co. 30-year 3149
debentures due March 1, 1978
at 10234 and interest; on April
1, $40,000,000 Ohio' Power Co.
first mortgage bonds, 3% series
due 1978 at 100.99 and interest;

and on April 6,  $25,000,000
Mountain States Telephone &
-Telegraph Co. 30-year 3149, de-
" bentures due April 1, 1978 at
100.875 and interest.

5. % %

Sales for the year 1947 were the
largest in the History of Allen In-
dustries, . Inc., Detroit, -and,
amounted to -$23,353,058 -as com-~
pared with $14,300,195 for the
previous year. Net profit for 1947 -
totaled $1,201,061, equal to $2.15
per share on the 559,200 shares -
presently . outstanding, as com-.
pared to a net profit of $742,848in
1946, -equal to $1.33 per share on.
the present _capitalization... Net:
profit in both years was approxi—;
mately 5% of net sales. ;

t % *

Waﬂmg, Lerchen - & Co., also |
on "April 8 -participated .in the |
public offering -of $7,009,008
Michigan: Consolidated Gas Co. :

~first. “mortgage ' bonds, 33%%
series due 1969, at 102.25 and |
interest. The net'proceeds are to |

be used to finance, in part, the '

“construction of additional prop- .
erty. It is contemplated that any |
‘ additional ‘funds ' required for
. the completion of the 1948 con- :

structien program will be sup-
plied  from  depreciation -ac-

i cruals, ‘and-other financing, the =

{form and amount of which has °
‘not -yet been determined. The
utility company proposes toex- :
‘pend $10,971,000 for such addi~ |
. tional - property . .during the -
current year. Net. income for -
the year 1947, after all charges
-and taxes, amofinted to $3,138,~ :
966, compared with $3,462,716-in .
1946 and $2,904,986 in 1945, .
¥ * L4 ¥ !

Sales of ‘Hoskins Manufacturing
Co., Detroit, ‘for ‘January and
February were ‘good, according
to William D. Little, its President,
who " added: “However the gas
shortage serlously mterfered ‘with
production in -February. Conse~
quently our earnings for the first
quarter may be lower than other-
wise.” - Profit after charges -and
provision - ‘for - Federal ' income
taxes totaled $833,240, or $1.73 per
share, for the year 1947, the
second best year in its hxstory,‘
being = surpassed. only by 1946
when profit was' $971,150, equal
to $2.03 per share, D1v1dends of
$1.40 per share were paid during
1947 and a quarterly. dividend of
30 cents per share was paid March
25, 1948 to stockholders of record
March 10, 1948. -

* £ 3 Ed
C. G.McDonald & Co., Detroit
are offering at par ($1 per
share) 300,000 shares of com-=
mon stock of Federal Industries,
‘Inc., the net proceeds to be used
as follows: $75,000 to be paid te
Reconstruction Finance Cor-
poration -on: account of a lean,
and the balance to be added to
working - capital. . Federal, a
Michigan corporation, manufac-
tures. and sells two ‘types ‘of
electronically operated - garage
_door openers. It is also' cur-
rently manufacturing two other
“products, namely “Power ‘Take~
(Continued on page 32) -

Charles A Parcells & Co

Established 1919
Members Detroit Stock Exchange

§ Michi’ganr M“arketéi p

639 Penobscot Buildm’g
DETROIT 26, MICH.

1

Tuloplmno ) Tektypu

Randoiph 5625 ' DE 208,

‘Time to Investxgate

L A. DARLING

~ It’s a “Honey” '

Moreland & Co.
Member Detroit Stock Ezchange- +--
.. 1051 Penobscot Building -
DETROIT 26,: MICH.
;:Bay City — Lansing, — Muskegon §.
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. What ‘Conditions for

Butam Under ERP

By PAUL EINZIG -

Dr Einzig discusses uncertainties and fears of British regarchlg U.S.

- conditions to be imposed on aid-

 Cites severe conditions of the Anglo-American.Loan' Agreement as ..

under  European -Relief  Program.

- instance. of difficulties that may be enceunteml and warns imposed ..

; reqlnrements may increase Britain

ain’s task .of ‘meeting: trade deficit....

LONDON, ENGLAND—The speedy passage: of the ERP Bill. by.

/ Congress has taken everybody. in London by surprise—includipg the

. Government. It was not expected. until affer. budget day (April, 6)
- and when the news came through Chancellor Cripps had io redraft

" part of his

- Budget speech
in order to

Marshall Plan

by Congress is
not, however.
unmingled
with fears
about the possible cond1t1ons at- |t
tached to aid under it,

-~ It is feared that the ERP Ad-
ministrator might drive- a - hard
bargain with Britain in the-mat-
ter of convertibility and non-dis-
crimination. " Britain. is already
committed in principle under the
Loan Agreement of Dec. 6, 1945,

Dr. Paul Einzig

"' but under the pressure of devel-

. opments during 1947 the United
" States:Administration agreed that,

. while_ the principle. must be up-

. held, its application need not be

; ngxdly enforced for the present.

This concession was made because

"~ amidst existing difficulties Britain

was obviously not in a position to
carry. out her: undertaking. . It is

- now feared that the view might be

taken' in' Washington that, since
the - Marshall aid; -will . improve
Bntam S balance of payments, she

:-will henceforth be in' a -better
- position to apply a higher degree
- of convertibility and non-discrim-
_ ination: When it was reported that
. Mr. - Clayton :might possibly . be’

appointed - Administrator - - there
was a minor panic 'in. official

" eircles in London, for his dog-

matxc views on_these subjects are
well known:from: past.experience,
but.the appeintment of Mr. Hoff-
man has krought. some relief,

' ‘There. were - also. suggestions

that the Administrator might in-

sist on a devaluation of the pound
as.a condition to granting Mar-
shall aid. This is considered most
unlikely in British official circles
which are equally unimpressed by
the ‘suggestion, contained .in a
Paris report appearing -in . the
March 19 issue of the “New: York
Times,” that the United States
would insist on the breaking up of
the - Sterling : Area. That  article
provided a. wealth of ammunition
to British opponents of the Mar-
shall Plan. Their reaction to- its
concluding sentence - that
British struggle to.defend sterling
was the greatest menace, outside
Communism itself, to the success
of the European Recovery Pro-
gram” was that “the greatest men-
ace to the British Empire, outside
Communism itself, is being saved
from.- Communism: by American
aid.” In the interest of counter-
acting the bitter feeling that is

liable to develop in British ‘opin-
ion it would be helpful if official
American circles could find a way
of -dissociating themselves from

the views expressed in the article..

“There is, on the other hand, one
point in the article’in-the “New
York Times” which is widely wel-
comed  over . here—its - insistence
on the importance of dealing real-
istically with 'the wartime sterling
‘balances.

British ‘Government, to face' this
issue: instead_ of -evading’ it build
all . their hope' on the .possibility

of a demand being put forward by

- An Apprecialion of J.

Herhert Case, L. L D.

Former Chairman of the Federal Reserve Bank of New York and
Director of the City Bank Farmers Trust Co.

Of the many affectionate trib-@

- utes paid to Mr. & Mrs. J. Herbert

Case at a
testlmomlal
dinner - given
in their -

Missionaries

Convention at- -

‘Hotel in-this -
city; the fol--
lowmg appre- -

J. Herbert Case
. “Chronicle,” -

:was: typical of the fehcnatlons

. Mr. Case received at the comple-
_.tion of his: 25 years of- servxce as
: :the Board’s Fmancnal Commxttee
Charrman TN

“The Bard of ‘Avon must have
: “had a ‘man 'like Herbert Case'in

- ymind when he wrote the follow-
7" ing 'lines’ because. they™ are ‘the
" ‘embqdiment of his character:

.71 His words are Bonds his oaths

are oracles,
His love sxnceré hls thoughtp
~immaculate; - .

b i dd T
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His tears pure messengers sent
from his heart,

His heart as far irom fraud as
heaven from earth.

. “Shakespeare’s words aptly de-

seribe © a, modest;* ‘unassuming

- American - boy “who started his
| business--career’ at the bottom -of
‘tthe ‘ladder: and came up. the hard

way- cquipped -with-only-a public
school. educationand- finally be-

|-came: the- head of ‘the" Federal
 Reserve Bank.of New: York=—one
1"0f the' hxghe;t honm’s in the ban.ca A

ing:world. "~ *
" “Indeed Mr." and Mrs. Case. do

not have: to ask themselves what
-|is the justification for their exists

ence on this earth. In this instance;
the questxon readily “answers it-
self.’ Any ‘American’ couple “'who
have given' the world two dis-
tinguished . sons, now Presidents
of two of this country’s colleges
—owe the world‘nothing for hav:
ing lived in it. Any man, like Mr.
Case, ‘who- has ‘'served ‘this worthy
religious- organization for .over a
quarter of a century with fidelity;

- | ability and ‘vision needs no enco-

mium to express our love and ap-~
preciation of his good works, I
{ | bumbly say' that we honor our-
seélved‘most today when we’ honor
Mr:-and Mrs Case”. 17

“the ||

Those in' -Britain. ‘who |
have been trying-hard.to force the |

he Administrator. that the bal-

'ances must be scaled down and

.| funded before Britain could re-
ceive 'Marshall- aid.. This . would
force the British' Government to

take long overdue action"in pre--
- |senting counterclaims to the coun-

tries . holding.:the :sterling -bal-

‘|ances, ‘and.thereby to:insist oh
the ‘reduction of;these: balance. tO'

a manageable amount. -
+Fears: are entertained*in :many

quarters ;that- the:; Administrator |-

might insist:on such:eonditions. as
the.: .reduction -:of + British ship-
building, or:-a curtailment of Brit-
on: April 1, as follows: .$46,000
ish competition “with . American
exports in Latin. America, or: the
Far East; or a limitation of British
trade  with Sov:et Russia - and
countries behind the Iron Curtain,
There is an uneasy.feeling over
here that American’ official opin-
jon ‘and. public opinion does not
realize the full, gravity of . the
British situation, and that the fact
that . the Marshall- Plan covers
barely one-half of Britain’s trade
deficit has not been.made clear.
The idea that Britain could afford

to make any.such:concessions, or

that' ‘she could..weaken: at this

stage het defences by agreeing to
more' convertibility - or ‘non-dis-

crimination,. :simply ~ignores - this

tact.. 'Even in'the absence of any-
concessions, Britain ‘will:-have' the
utmost - difficulty - in - achieving
equilibrium, in’spite of the: Mar=
shall ‘Plan, which. merely . post-
pones' the: day. when Britain - will
find herself devoid of any dollar
reserves.’ oo o-

Without the Marshall Plam that
day would be reached by the end
of this year; judging by the pace
at which Britain is at present los-
ing gold. Thanks- te: the . Mar-

shall Plan, Britain wil} have spent

the last dellar by: the end of next

year, unless in the meantime she

succeeds in improving . her trade
balarice and in stoppinig ‘the leais
through which -her dollars" are
used by other countries. Any limi-
tations on Brifish exports, or any
extension. of non-discrimination
and -convertibility at the present
stage would not only prevent such
improvement but would inevita-
bly cause a marked deterioration.

It would deprlve Britain of a very 'y

large part. of. the beneﬁt deri
from:: the ' Marshall - Plan;’
would deplete her dollar relerve
long before:the end of 1949, This

‘would certainly not serve the éM.l :,

of European Recovery “in
whichi-the consolidation. of Brit-
ain’s balance of payments phys a
declswe part.’
“On’ the other hand,« the difﬁ-‘T
culties of ‘the’ ‘American’ negotia- ;
tors'is fully-réalized here; British:"

‘[informed -opirion: i . awaré : that, -
-apart. from - trying- to -check: the, -
progress..of - Communism’ i1 -

Europe,”the object of ERP 18 -tu:
ensure convertxbihty and non-dis—
crlmlnatlon ‘and that unless, s
progress is shown in that direetwn J
during the first.year .of the' Mar-.
shall Plan, ; the. Adminkstratlorm»‘
mightfind it difficult to persuade;.
C‘Ongres§ 40 approve the:second:
annual .payment, under that Plan..
Possibly an-increase of the.: men-
ace: of Communism . might make‘
American political opinion realize
that first things must come fu'st
and the Administrator will not m-
sist on any. condition which would

impose on . Britain a burden ber
yond her present capacity. . ‘-

NEW ISSUE

in the Prospectus

*

Drexel & Co. .

et Chaplm.&-,Company !
-Geo.“-G., Applegate - -

. - Incorporated

" The First Boston Cbrporaﬁoh i
HornBlower & Weeks -4+
- Moore, I.eonard & Lynch

Boswortb Snlllvan & Company

Gmbbs, Scott & Company !

This is under no circumstances 1o be construed as an offering of these securities for sale, or as an offer to buy, oras'a
solicitation of an offer 1o buy, any of such securities. These securities are initially being offered by the Corpora-
tion to its common Jlatk/m/a'tr.r and such offering is bemg ‘made only by means of the Pro.rpm‘m

107,383 Shares

(wuhout par value)

3 : Righré, evidenced by Subscription Warrants, to. subscribc for thcsc sharcs ha‘ve been = ..
issued by the Corporation to its common stockholders, which rights will :expire at i o
~+3:00- PM,, Eastern, Daylight Savmg Time, Apnl 27, 1948, Aore. fulIy set forth -

e exercise of Warrants and any unsubscribed shares at prices not less-than. the sub- - ik
|
i

|

|

|

“$100 per share -

Copzes o] the Prospectus may. be obtained from any of the several underwrzters, includ- ‘
.ing. the. unders;gned, only “in- States in which such.Underwriters are qualified. to - ;
. .qact.as. dealers in securities nnd in wluch such Prospectus may legally be distributed.

‘White, Weld & Co. . .
‘Goldman, Sachs & Co. -
'Hemphill, Noges & Co.

Kay, Richards & Co. .-
Fauset, Steele & Co.

. Arthurs, Ler‘lran'gev & Kiima i :2: "8

McJunkin, Patton & Co

......

*.. Singer, Deene,&‘Seribner" :

K Cunningham-& Co.; Inc. *

April 14,1948 - ..

Allegheny Ludlum Steel Corporatlon,
£ $4 50 Cumulatlve Prefe_rred Stock ;T

Convcrtlb]e prlor to Aprlll 1958 o o

Subser:ptnon Price to Warrant Holders

During the subscription period, the several Underwriters may offer and sell sharcs
of Cumulative Preferred Stock acquired or to be acquired by them through’ the

scription price set forth above, less the amount of any concession to dealers and not
greater than the highest | known price at which the Cumulative Preferred Stock js
then being offered by others in the over-the-counter market plus accrued dividends

.and plus the amount of any concession to dealers.

A

Smith, Barney & Co. -

A o

Lehman: Brothers

.Stroud & Conpghy i 4
Incorporated ;

. A, E. Masten & Company- -
s Glover & MacGregor, Inc..

: Thomes & Congny o3

' be Fie e 1
i s |
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Connechcnt Brevities

* On March 30; 1948, the stockholders of the' Plume.& Atwood |-

Company of Thomaston elected five new directors, Clayton R. Buit,
Feter M, Fraser, Thomas Hewes, Henry L, Shepherd, and R, H,

Valentine. D. A, Williamsg,

zad Walter F. Torrance retired®

from the board.

% *,

In the consolidated income
account for the year ended De-
cember 31, 1947, Seégal Lock &
Hardware' Co. showed net in-
come of $231,881. This compares
with $147,320 the preceding
year.

%

# % #

The U. S, Finishing Co. in their
consolidated income account for

wported gross revenue from produc-

tion of $16,026,672 compared with:

$15,999,080 . the preceding year.
Ket income for 1947 was $1,374,-
602  against $2,069,583 for 1946.
Earnings per common share for
1947 were $5.60 based on 202,822
shares outstanding, against $10.03
the preceding year when 181,222
shares were outstanding,
% L3 %

In' the consolidated income!
account for the year'ended Dec,”
31, 1947, The' Hendey Machine
Co.  showed a- deficit- before
taxes of $91,974 compared with
a et before taxes of' $127,060°
the preceding year. After a car-
ry-back tax credit of $42,086,:
in 1947, there was a deficit of
$49,888. This compares’ with a
tax credit of $32,010 and a' net’
income of $111,390 the preced-
ing year.. The $2 class A prior
preferred showed a deficit of
$5.48 compared with earnings
of $12.25 a share in 1946 while
the Class B common showed a-
deficit of 38c in 1947 compared
with earnings of 52¢ a share the N
preceding year.

%

# #

The Russell Manufacturing Co!
announced, regently that arrange-

- ments- have been completed for
. sale to the Travelers Insurance Co,

%, of $1,000,000 serial notes to be re-'

deemed in semi-annual  install-
. ments over a. 10-year period be~
, gmmng October, 1949. Funds'de-
- rived from the sale would be used
-to retire -a :$500,000 outstanding
;+ bank loan and the balarice for de-
. veloping and acquiring equlpment
‘and machinery, .
) ® Wl
. For the year ended Déee. 31,
1947, Palmer Bros. Co. showed
.~ & net income of $13,372 or 25¢
' a share after charges and taxes,
© compared with $149,535 or $2. 80
a share for 1946, :
¢ At the year-end,
capital was $371,418 against
< $357,994 the year before. Earned’
- surplus was $422,279 against
-$332,251,

1

* * *

Connecticut Railway & Lighting
Co. reported net income of $650,-
. 277 .or $7.98 a share on the pre-

ferred stock for the Yyear ended | -

Dec. 31, 1947. This compares

- with $990 751 or $12.17 a preferred :

.- share in 1946
‘ * & %

In their income account for

i the year ended Dec.- 31,.1947,

- the Bridgeport Gas Light Co.

showed gross revenue of $3,059,~

B08 against $2,662,385 the pre-

Emil Mannweiler, Leroy S. Andrews;

working’ E

ceding year, Net income was
'$306,505 or earnings of $1.69 a
common' share’ for 1947 against
$312,659 and: earnings of $1.72 a
share. im 1946. Fixed- charges
were covered 5.76 times.
% % %

Connecticut River - Power re-
ported $2,261,098 ‘available  for
fixed charges for 1947 against
$2,126,673 the previous year, Fixed

.charges and preferred' dividends

,were covered 2.38 times and 2.21
the year ended Dec. 31, 1947, re-

times respectively. = Net income
was $1,383,560 against $1,235,073
in'1946. 4

Iit' the consolidated income
account' for  the year .ended

Dec. 31, 1947, Landers, Frary

& Clark showed operating in-
come’ of $2,73%911 against a
deficit of $506,963 in 1946. Net
income for 1947 was: $1,091,723
while the net for 1946 was $25,-
655 after .a carry-back 'tax
credit’ of $950,000. Earnings’ per
share are $2. 60 against $0.06 for
1946;

%t # # :

Pitney -~ Bowes, Inc., recently
sold privately an issue of 10,000
shares 4% % convertible preferred
stock at the par value of $50 a
share to the Massachusetts Mutual
Llfe Insurance Co.

# # #

Derby Gas. & Electric Corp.
showed net income of $373,104
or earnings of $1.47 per common
share for the'year ended- Dec.
31,1947 against net income of
$395 355 and eammgs of $1. 81
in 1946

# % L3

Consolidated net sales of Asso-
ciated Spring  Corporation ' of
Bristol for’ the ‘year 1947  werel
/$28,226,517.23, or an all-time’ hlgg
except -for the war years of. 194
and 1944. This compares with sales
of' $22,900,157 in 1946. Nét income,

after taxes, amounted to $1,956,~ |

027.50 or earnings of $2.70 a share,
against net after taxes of $2 061,-
'571.06 or $2.84 per share in 1946

George V. Jackish Is
With-Merrill Lynch Go.

MINNEAPOLIS, MINN.—George
V. Jackish has become associated

George V. Jackish

with Merrill Lynch, Pierce, .Fen~
ner & Beane, Rand Tower. He was
formerly with . Harris, .Upham &
Co. as'bond and stock: trader.

Savings Banks and Liquidify of

" By L. SUMNER PRUYNE~*

U S. Government Bonds

Vnce President, The First National Bank of Boston

Bank executive calls attention to savings banks large holdings of non-marketable, long-term govem-
- ment issues; which’ endanger their liquidity. Contrasts yields:on bank-eligible and non-eligible bonds,
and'sees' margin as too’ small to-justify sacrifice of ltqmdlty. Sets: up- model portfolio of government

bond holdings for savings banks.

Thank yeu very much for inviting me to join in your discussion today as I remember
with a: great deal of pleasure being with your group in October, 1946. At that time the
average government portfoho of your banks mcluded about 35% of bonds callable within

10 years and
65% beyond
10 years, It
is interesting
that, your. net
return on the
average port-
folio of Octo-
ber; 1946; has-
been ' slightly
over- 1%, or
not much
above the cer-
tificate . rate,
during the
year ‘and ' a
half since that
time’.  This -

L.S. f"ruyne“
net return hag :

been' ‘arrived at by  taking: 11"

years of coupon return and sub~
tracting: the shrinkage “in'*price
since  the time of that October
meeting,

Considering the marked decline
in some sections of the bond mar-
ket in the past six months, -1
could not help wondering what
your maturity distribution looked
like at the present moment. -1
have no way of knowing whether
your maturity pattern corresponds
to the nationa] average of savings
banks, nor how. that  national

average may. have: changed since

Dec. 31,1947, ' Nevertheless. ‘I
was rather startled .to check: the
year-end national ayerage and to
tind.74% of total, holdings on that
date in isstes callable beyond 10
years and -ineligible  for commer-

.cial bank purchase.

Perhaps there is some  s'gnifi-
cance in tying together the two
thoughts just expressed. - The pri<
mary . reason. why a. material
change 'in-interest rates has'left

vou-as relatively unscathed as' it’
has undoubtedly is found in‘the

government’s ‘insistence on - sup*
porting ' your . long-term “‘govern-
ments at par, Furthermore; there
is a strong suspicion that reliance
on that support explain's in-large
measure why savings banks gen-
erally have been. willing not‘only
to hold" a’ long-term. p051t' Fhut
even to' increaseit,

Question of Treasury "'Pegging

Un to. this point we have be ’
dealing with facts based_upon, dc-.
tual history, whereas what’ mter-
ests us is the future which neces-
sarily is based upon-conjecture.
Therefore,  as. my first. major

point, I raise the question of  thé
.| extent to which a savings bank: is

justified in concentrating 74 %, or
even 65%, of its government hold-
ings"in- long:term issues on the
theory that a beneficent govern-

*An' address by Mr. Pruyne
before  the “Investment Forum of
the Savings Banks Association’ of
Connecticut." New Haven, Conn.,
April 8 1948.

PRIMARY

. New London 2-4301
..Hartford 7-2669

Connecticut Securities

Statistical Information

CHAS W. SCRANTON & Co
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Exchanges
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ment will see fit always to protect
the bank against loss of principal.
In 1946, I outlined to you some
of the reasons why I felt it was
the part of good banking to work

“| toward-a somewhat"shorter-term
-t and more liquid-position, and time
-1 will not permnit me to review those

vwoirts today:. ‘Since that time par

‘[ has been tested, has held, and, to-
| day;: there'is- considerable eom-
placency ‘about this whole  ques-

tion. <I.am not predlctmg a break

/| Belowpar; but it is a good guess:
<{‘that’ some . of  you at' least had

doubts.about the maintenarice of

"|'par two ‘months'ago; and: it might

be-interesting to: consider whether
those'doubts Have: lost all of their
*'Were there  not' then;
and’are there not now, two-main

- factors of doubt to which a bank

should’ give consideration in'the
future; even though-it'admits- the
tremendous’ power- of the Federal
authorities' to ‘engage in' suppori
operations?

In"the first nlace. I never have
conceded an obl gation on the part
nf- the sovernment’ to' an investor
to- maintain any particular resale
level. . For' example; if a top~
credit corporate borrower sells &
234 %  obligation: at par: whicr
later:sells-at 90. vou do not: cry
“breach of faith,” but you unhder-/
stand: that this’is- due to a chande’
of interest rates; ;Fundamentally
should ;the gnvernment -as:a; bor-
rower - be. asked.  to protect thc
buyer against a similar change 0°
rate? Look at it from the stand-
point . of < the: time: when. these
hands wereissueds’ In most of the
War Loan Drives the governmen'
offered” a. “basket” consisting .n*
one-year 74s. 8-10"year 2s and
long-term 2%%s. In effect it: sug-
gested:that commercial banks and
corporations buy 7% obligatirns
to -avoid ‘any money rate risk
However, if the government' ir-
tends to 'make the:lone-term bonds
in-effect-demand--obligations- by

always. maintaining the market at.

the.issue: price, has not the tax-
payer;.a . right’ to' question  with
gome »vehemance -why the - 'gaw,
ernment paid-a rate even-as high:
as .26 % -for: such demand* obli-
‘gations? Perhaps the government.
will: find-it’ expedient to’continue

support--at par-indefinitely;. but I
.| question:'whether:: even governs
| ment-spokesmen:would:admit ta

.you 'an -obligntion: to: mamtam 2
particular level: ..

In- the: second  place;. would it
not:be-wise’ at:least to admit tHe
possxblhtv that . circumstances
could arise which: would force the’
gavernment to choose between: the
alternative of some reduction’in
the suviport level:- and- another

alternative which the government:

itself ‘liked ~even -less? . As an-il=

Instratinn’ take:the case of inflas

Prior: to the drop in com=

wvear

tion:

there anveared’ to be the distinet
possibility. that. if ;nflation  cori-
‘tinved' rampant. the government
in effect would have tn choose be-
tween its desire to-fight inflation
on'one-hand-and. its desire on. the
other: hand to maintain a rigid
pattern of bond. prices. This sort
of ‘dilemma will ‘ not: necessarily

recur; but if it should, I think

you should consider the possibil-

|ity. -that;.the - government might
.choose: to:modify its support pol-

icy:-at-some_ future date if by so
doing. it accomplished . something

which it regarded at that time as

‘more important;

In summary, what is the essence
of this first major - part of:our
discussion? It is not intended as
an argument why savings banks
should hold" no: long-term bonds.
It is' a suggestion that long bonds
be bought only after the bank has
assured itself of g sufficient.short-
term position-to provide liquidity

drawals, possible mortgage loan
expansxon and’' the p0551ble de~
sirability of buying power in-the
event of a change of interest rates.

Furthermore; when the bank
comes 'to buy long-term bonds;

.the suggestion is that it limit such.
purchases by making. sure_of the
relative aftractiveness of long is=
sues .against’ short and: inter-
mediate’ issues: and . further limit
such  purchases to an' amount of
bonds . it 'is: willing. 'to ' carry
through to. maturity. if necessary.

Would it not appeal to you as
sounder banking to follow the ap-
proach just mentioned ' than 'to

place 74%, or any “appraciable
part thereof, in longer-term issues

on-the general’ theory that these

bonds are the equivalent of cash
because of the sacredness of some
one-price level under any and all
circumstances? )

' Government’ Bond: Yields- ',
I~ As'a second major point of dis- .
cussion, 1 suggest that-we study
the accompanying yield chart.: Of .
particular interest are.the bottom -
and top lines of 'that' chart, indi-~
-catine’ the ~yields of the' various
taxable issues on Sevt. 30 before
the real drop started and on Dec. :
31 after the lowermg of the sup-
port prices. :
Looking for a moment ornly at
those ‘two: outside lines,: the most
noticeable feature is: the marked
increase  in yield ‘in: the inter-
mediate section of the list com=
pared with the relatively minor
change at the long end' of the list,
For example, in that three months’.

‘of being the lorigest: issue and in- "
ehglble for commercxal bank pur-

pomts and inéreased’in' yield only :
15¢ basis. points;. while the 2%s ot~
'1959/56, much shorter-and” bank-‘
ehelble, dropped “n’ prlce four

basis points.’  There' were “three
‘main reasons for this phenomenon.’
The  intermediate’ bonds  probably
were” sontewhat high-in Sfeptem-
ber; the government' insisted -on
no- issue -breaking-par; and- the
‘attempt: - obviously-:: was - being
made ‘to penalize particularly the .
issues- eligible = for  commercial
banks as a part of the govern-
ment’s -program to curb commer=
cial bank'lending: ;

-While the intermediate sectlon
of the list out to nine years’ call
date was" relatively unattractive
for your use before the break, it
appezred ‘to us that the artificial
curve of the year-end gave con=
siderable attraction to that infer-
mediate section even for savings®
banks. Furthermore, -that arti-
ficial  curve ' gave the. savings
banks _the first- opportunity -in
several years to-buy into the tank-
eligivle section of  the list with
comparalively little penalty. For
example, on December 31 a sav-
ings bank v could: -sell - 2¥s  of"
1962/59 and--buy-2%s of :1959/56

(Continued on- page-24) -

aga.nst ‘possible ' deposit. ~with= "

period; the Victory 2%s, in.spite, gl

chase, dropped’in_price only 2% °

points and. increased in ‘yield "46™ "7~
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] BOSTON SECURITIES TRADERS ASSOCIATION

Arthur Engdahl, of Goldman, Sachs & Co., President of the Bos-
fon Securities Traders Association, announceg their 29th Annual Out-
ing, at Woodland Golf Club cn June- 22

| nigh.

-Arthur E. Engdahl - James*J. Lynch”’

“"The Committee in charge is.as follows; James J. Lynch, Chair-
man, Shea.& Co.; John A. McCue, May & Gannon; Fred'S: Moore,
J. Arthur Warner-& Co.; John Rvan; O'Connell & Co.; J. Russell Pot-
ter; Arthur Wood & Co.; dack A."Putnam, W. E. Hutton & Co.

BOND TRADERS CLDB OF CHICAGO

The Bond Tradets Club ‘of Chicago will hold their Annual Golf
Party on June 12’ at the Acacia-Country Club;

SECURITY ,'I‘RADERSA-ASSOGIATION OF NEW:YORK

“ Over 1360. members and. guests of the.Security Traders Associa-
tion of New-York,:Ine.; have-made:rescrvations-for the Twelfth:An-
:nual: Dinner:-to~be- held+on: April <19 at:the Hotel~-Waldor£4ASt01'ia;

John J. O’Kane, Jr. Arnold J. Wechsler Leslie Barbier ' Wellington Hunter

‘New York City, according to Arnold J. Wechsler, of Ogden, Wechsler
& Co.; Chairman of arrangements, Ahout a hundred persons promi-
nent -n the security business and allled fields'have been’ invited- as-
guests of the Association.

Assisting Mr, Wechsler are Leslie Barbrer of G, A. Saxton & Co,
Inc., and Wellington Hunter, of Hunter & Co. A very valuable door
prize will be awarded, the nature of which:-has not- been' revealed.
John J, O’Kane;-Jr:; of John J. O’Kane & Co.; President of the Se-
curity Traders Assaciation of New York Inc., will introduce the hon-
ored guests. Au outsta.;dmd array of talent will present a fast-
moving review. .« suio . - :

SAN FRANCISC() BOND TRADERS ASSOCIATION
...The San Fra,nc;sco'kBond Traders.Association. will hold its. annual

outmg oy May:22-and 23 at the’ Northwood Lodge on the: Russian I

vaer in the redwceds about 75 miles northwest of San Franusco

NATIONAL SEC{B,RITIES 'I‘RADERS ASSOCIATION ;
R. Victor Mosley, Stroud: & Co.; Inc.;. Philadelphia,’ “President. of

the: National Security -‘Traders ‘Association, has just announced’ ap- |

pomtment of-the following Committee Chairmen for the ‘1948 year:
“"Membership Committee—Herbert: H. Blizzard, Herbert H. Bliz-
zard & Co., Philadelphia,
Publicity Commxtten—lrkm R Harris; Scherck, Richter' Co., St.
Louis.

Public. Pelatrons Commlttee—-Morton A, Cayne Cunnmgham &

Co., Cleveland. i
Specizl Leg:tlatr\e Commxttee——Paul I Mo‘eland Moreland ' &
Co., Detroit.

Advertising - Commlttee——Harold R. Smith, Co]lm Norton & Co %
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| igent farmers
| 1o not regret

+-|tion, of  dairy
.| oroducts, will

- Outlook for Pnces

By ROGER W. BABSON

N Mr. Babson, on basis of his interviews. and: mvestlgahons, concludes there will: be nelther surplus or

shortage of goods and buyers are not - justified in waltmg for' lower: prices. or stocking up for fea,r of

higher prices.

During the past two weeks I have visited some of the largest U. S c1t1es 1nterv1ew1ng )
prominent farmers, manufacturers and merchants. The following are their conclusions:

Foods Prices — The wholesale®

market for nearly all farm prod-
M5 . nas - des
clined since I
was in.the.
Central West
5ix months
180. Yet,intel-

this and " feel

nore secure

than when

Jrices - were

abnormally

Most

“arm products,

with the pos-

sible excep-"~

Roger Babson

continue to work lower over the
Ior}l%range

erefore, ' the farmer should
follow ‘the practice of getting out
of ‘debt. and: putting his: buildings
and implements in good condition.
Otherwise, ‘he:: should ' carry on
business: as' usual continuing: to
plant acreage and:let prices: fol-

“|low- naturally. Avoid- speculation

by: either: rushing crops to market
or: holding them back for higher
.| prices. - -

: Building' Pricés—I see no reason

| why building costs should be less|

during- the balance of 1948, but

one should be’ able to get better

materials. Moreover, as the labor
shortage -decreases, ‘the painters,
bricklayers; and carpenters should

. |'give »more: »work for. the  same

amount --of ‘money, + Certainly,. I

| would ' ot build anythmg now

that T did not néed; }o build: How-
ever I should. keep my bulldmgs

in"good : repair.

Veterans are howling for more

houses, subsidized more or less by

| higher
‘| continued rent control, although
.| so long as rent control stays'very
| few -new houses will be built for

- keeping - down

the government. On the other
hand, this great increase in build-
ing, such as the veaterans want,
means ever scarcer materials and
prices. = Veterans = want

renting. It is a bad mess.”

Retail Trade Prices—Merchants
although holding well as to the

‘| total of dollar sales, know that

the unit volume has declined,
Therefore, wise merchants are re-
sisting price increases .and. are
inventories. - In
fact, unit retail prices may now
be'at a high point. for some years
to ‘come.

This means that we all should 2

show some control and more re-
sistance in' our purchasing. This
will help. bring prices to a more
reasonable - level, - Income and
savings . will * then' quickly gain
additional.purchasing.power
which could finally. benefit every-
one, It is said that in a city such
as Philadelphia; a_reduction: of 10
cents ‘g pound 'in: meat prices
would ‘release. $30,000,000 a: year
purchasing power: for other goods
and. services,
Fuel Prices -— Readers:should
now. order their winter’s supply
of {coal and fuel oil, With the
exceptxon of ‘summer “fill-up”
fuel oil discounts there will prob-
ably ' be:no reduction in  fuel
prices and ‘there may- agam be a
scarcity.

. Oil: companies  are spendmg

‘huge sums.-developing. new: wells

and bettering their refining heth-
ods. However, the consumption
is terrlflc, now running about

5,400, 000 barrels a day. Synthetic:

fuel plants cannot help for years
to come. Here, again, the only
answer is for drivers of automo-:
biles to show some restraint and
not waste gasoline,

War Outlogk

In my Annual Forecast for 1948,
published in this  paper about.
January 1, I made two very im-
portant. statements One was, that
World War III would not start im
1948. - Notwithstandirg the calam-
ity howls of the broadcasters and
the exciting news in the papers, I
continue to 'be convinced of this
whatever may happen after 1948.
The longer it can be delayed, the

[-better chances are that it will not

occur for many years.

Another definite - forecast was
that 1948 would be 'a year of
preparation for war, . I now add
that  these preparations will in-
crease monthly; in fact, this pre~
paring for war will be one of the
thmgs to prevent it. ‘ ’

Conclusions iy
I still ‘cling to another state-

ment “in'-my Annual.. Forecast,
namely, that.1948.will be about
the same as.1947. ‘Thus; farmers,-
manufacturers, bankers, and espe~
cially: merchants, should go about
business- as usual. - Figure that
there will be no shortage of goods,
yet no surplus. Buyers will,not .
be. justified in waiting: for lower
prices. On the other hand, they

-will ‘not be justified in buying

surplus goods for fear of higher-
prlces. ‘Let us all grve smore time

to developmg -our - business - and - -

reducing" operating: expefses and’
less time 'to- listening {o news -
broadcasts and  discussing them
wrth our neighbors,

e

 Hayden, Stone & Co.
* “Tucker, Anthony &Co.‘
'Bosworth,»SulIiran & Co.

.- April 13,1948

legally offer' these Shares in complian

i

This is under no circumstances té be construed as an offering of these Shares for sale, or as an oﬂ'er
to buy, or as a solicitation of an offer to buy, any of such Shares. ‘The offer: :
is made only by means of the Offering Prospectus

500 OOO Shares

Shareholders Trust of Boston

Shares, Par Value $1 -

PRICES::

: $20 83 per unit sale under $50,000
$20 62 per unit sale of- $50,000 or more but under $100 000
$20.41 per unit sale of $100,000 or more ™
'(““Unit sale”’ is defined in Prospectus) "

‘Copies of the Offering Ptospectus .may be obtamed from only such of the undersrgned as may .
ce.with the securities laws of the respective States.

“Harriman Ripley & Co.

Incorporated
Plper, Jaﬁray & Hopwood -
Paclﬁc Company of Cahforma

Hayden, Miller & Co.

‘ Estabrook & Co.
Columbla lnvestment Co.

A.E.-Aub &Co.
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, " Railroad

Securities

Kansas City Southern common stock has been attracting consid-
erably more speculative interest recently, Late last week it sold at a
new high for the year, up more than 30% from the 1947 low and

87.5% above the postwar low established last year.

opinion of most rail analysts that®

resumption of dividends on the
.ommon stock is quite some time
away. Nevertheless, on the basis
of present and' prospective earn-
ings, the growth potentialities of
-the territory served, and the con-
sistent high degree of operating
efficiency, these same analysts
still consider the shares as out-
standingly attractive for interme-
diate and longer-term price en-
hancement potentialities,
Probably the outstanding char-
acteristic of Kansas City Southern
is its ability to control costs. Last
year, for instance, it had a.lower
transportation ratio ~thah any
other major class I carrier with
the exception of Virginian. These
were the only two whose trans-
portation costs absorbed less than
30% of gross, . Even the. other
highly efficient Pocahontas car-
rier (Norfolk & Western) had a
ratio slightly above 30%. ' This
factor of operating .economy .is
particularly important under pres-
ent conditions of constantly rising
wages and fuel and material costs.
It is further notable that Kansas
City Southern was one of the very
few roads in the country that was
able to start out 1948 with a year-
to-year cut in the transportation
ratio, ; .
Another measure of efficiency
is the proportion of .gross- the
company can carry through to net
operating income before Federal
income ‘taxes, Last year, with a
carry-through of 29.7% of its rev-
enues, Kansas City Southern stood
fourth among 45 roads accounting
for more than 90% of the industry
gross, Its record was tooped only
by Virginian (37.5%), Norfolk. &

Western . (33.5%),. and St. Louis}

Southwestern (29.8%). More im-
portant, is the consistent nature of
the road’s cost performance.,” On
the average. for. the years 1937-
1941 the company carried 24.1%
of gross through' and this same

ratio-was held 'in 1941 and. the |

" first postwar year 1946, It was the
only one of the major roads that
was able to duplicate its 1941 per-
formance. in this respect in 1946.
Its 1947 carry-through was the
largest in at. least the past 15
Yyears, also a unique record in the
industry.

In addition to this strong oper-
ating : background; ' Kansas City.
Southern has also done ‘a good
debt job. A comprehensive re-
ﬁupding plan: adopted  in = 1945
eliminated the heavy 1950 maturi-
ties, replacing them with a single
$40,000,000 first mortgage matur-
ing in 1975 and a bank loan of $6,-
€00,000, It is this bank loan which
preclugies the- likelihood: of re-
sumption of - dividends on the
common stock in the near future,
Nevertheless, - the company is
making rapid progress in their re-
duction, having paid off $1,854,000
last year. This reduced the amount

outstanding to $3,546,0
Dec, 31, 1947, POA000. 05 of

* At the beginning of the present
;. decade fixed charges amounted to
5_2,880,000. Last year they were

Gilaranteed Sfocks |
’ Bonds -
-Special Securities -

Broad Street . New.York 4, N. Y.
. Telephone BOwling Green 9-6400

reported at $2,272,414 but actually
they are somewhat less than that.
The 1947 accruals included 175,-
529 interest on unsurrendered old
first mortgage 3s, Funds for pay-
ment of this interest to maturity
have already been deposited with
the trustee of the mortgage. Real
fixed charges, then, were less than
$2,100,000. The cut in: fixed
charges since 1942 has been equiv-
alent to more than $1.50 a share
on the common stock, before ad-
justment for Federal income taxes.

.Last year reported earnings on
the common stock amounted  to
$9.75 a share. These were under~
stated to the extent of interest ac-
trued on the old first 3s. Also, the
earnings. do not reflect the com-
pany’s equity in the undistributed
profits of the controlled Louisiana
& Arkansas. The latter paid divi-
dends only on its preferred stocks,
which brought in $300,000 to Kan~
sas City Southern. .The equity in
the $1,699,642 undistributed ‘earn-
ings of Louisiana ' & 'Arkansas
(Kansas City Southern owns-all
shares of all classes of stock out-
standing). was equivalent to ap-
proximately $3.30 a share on:the
Kansas . City Southern ' common.
Prospects are excellent.that both
of ‘the properties will .see. even
higher earnings this year than in
1947. 2 ; :

Arthur R. Hefren Is
Opening Own Office:

PITTSBURGH, PA.—Arthur R.
Hefren has opened his own in-

.| bottom in 1940 and 1941,
‘| ones -were bought at' the top in

:Arxhur R. Hefren

vestment business: in the Union
Trust: Building; He was formerly
Pittsburgh Manager for J. S
Hope & Co.

Figge-Vavra & Co.
Opens in Cedar Rapids

CEDAR RAPIDS, IOWA—Reg-
inald B. Figge has been elected a
member of the Chicago Stock Ex-
change.  'With ' his  election, the
newly formed firm of Figge-
Vavra & Co. will become . regis-
tered as-a member firm of the
Exchange, The new partnership
will maintain its “office in' the
Merchants National Bank' Build-
ing, Cedar Rapids, Iowa. MrF.

| Figge, : formerly Vice-President,

Cashier and director ‘of the Guar-

anty Bank ‘& Trust:Co.,- Cedar

Rapids, will be associated  with
John S..Vavra:who was formerly
connected ~with -Ernest Kosek: &

-1|-Co,, alsq’of Cedar’ Rapids.

Elbert & Yeropoli Opens
. Elbert. & Yeropoli has- been
formed with officeg at 62 William
Street, New York City, to deal in
investment. securities specializing
in over-the-counter : soft . drink
stock. Partners are Laurence El-

. Teletype NY. 1-1063. .

tized for FRASER
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bert and NataleYeropoli.

It is still the|

a-limited time. I
president of a
generation
ago who said
that a good
many speak-
ers suffer
from the same
trouble as
some of our
railroads,
namely, a lack
of ' terminal
facilities,

The point I
wish ' to em=- -
phasize ig that
there are good
railroad bonds
and poor railroad bonds, just as
there are good real estate mort-
gages and poor real estate mort-
gages.  This may seem. elemen-
tary, but judging from the record
of the last. 20 years, the fact
seems to have escaped many in-
vestors, . The tendency has been,
first, to think that almost all rail-
voad ‘bonds are good. and, next,
to- think- that no railroad ‘bonds
are  good. Poor railroad bonds
have been bought at the top of
the ‘market. and good ones have
been sold. at the bottom. ' Poor
railroad.bonds were bought at the
top in 1929 and good ones were
sold at the bottom in 1932 and
’1933.. Poor. ones. were again
rbought at the top in 1936 and 1937
and good ones were sold. at the
Poor

.Georsé M drinnell -

1945 and 1946 and good ones were
sold- in 1947, © When I seé ‘these
swings in the popularity of ‘rail-
road bonds with investors I am
always reminded of a line from
Gilbert. & Sullivan’s Gondoliers:
“Now to the other extreme you’re

tending,” - ;

Defects of Savings Bank Laws
Unforunately, the savings bank
laws in force. in most. of the
states. during the:1930’s not only
did ‘not furnish . the savings banks
with a sound method" of distin-
guishing between the good bonds
and-the poor ones," but.actually
encouraged the buying of poor
bonds in good times and the sell-
ing of sound bonds in bad times.
This for the reason that many
weak bonds qualified as legal in-
vestments in good times and many
sound bonds were removed from
the legal lists in periods of de-
pression.

No -wonder . the experience of
many - investors - with = railroad
bonds during the last 20 years has
heen unfortunate. But .why pnt
all of the blame on the railroads?
As a matter of fact, an investment
‘n a well'selected list of railroad
bonds ‘would ' have given. ex-
tremely  satisfactory results. over
the last 18 years. I have made.a
study of an assumed 'investment in
railrord bonds on-Jan. 2. 1930, and
carried the investment through' to
the . present time: . Where' issues
were refunded I have. assumed

my selection I will give you ‘the
results, I think they will astonish
you. : There were no defaults, the
& o

*An address ‘by  Mr. Grinnell
the Savings Banks Association of

Connecticut, New .Haven;: Conn.,
April 8, 1948,

'reinvestment  in the new: issues.|
Before telling -you- how I made|

before the: Investment Forum of.

By GEORGE M. GRINNELL*

Thursday, April 15, 1948 -

Railroad Bonds as Long-Term Investments and
| How fo Select Them )t

Partner, Dick & Merle-Smith; Members, New York Stock Exc_hange

Stressing need for careful selection’of railroad bonds in making investments, Mr. Grinnell -points out

defects and inadequacies of savings bank laws as guide to distinguishing between good and bad bonds..

Says railroads have become a cyclical industry and thus investments must be confined: to - selected

bonds of strong companies. Decries effectiveness of competition of other transportation facilities, and

points- out railroads continue to carry bulk of nation’s traffic. Sees no danger in traffic loss because
of higher rates needed to cover higher costs.

. I have been asked to speak to you about railroad bonds and how to select them—par-
ticularly how to select them. The field is a broad one and' difficult to cover within
shall be as(\brief as possible, bearing in mind the remark of a railroad

average income over the 18-year
period was nearly 4% % and there
was a moderate appreciation' in
the market value of the fund.
You are probably saying to your-
selves . that hindsight. is better
than foresight. But I did not use
hindsight. in making up the list.
The list' included . obligations- of
every railroad .which would have
qualified in 1930 under Section A
of 'the present law governing the
investment of railroad bonds by
savings banks in the State of New
Jersey. .I will. come back to this
law later. | At the- moment I will
merely say. that it is based on a
flexible yardstick which I devised:
The same principle has been em-~
bodied in the law regulating  the
investment, in.railroad bonds by
Iowa insurance companies and an
amendment to. the Massachusetts
savings bank law containing the
same principle ‘is. now before -the
Massachusetts  legislature.” ' The
principle of the law is simple: it is
to permit savings banks to pur-
chase bonds of the stronger roads
only, but to permit the purchase
of :such bonds in periods of de-
pression when they are cheap as
well as in periods of prosperity
when they' are.  high-priced.
Whether or not this principle is
incorvorated in-a. law, the-policy
should . be - followed by all. con-
servative.investors, g

; Future Prospects

So ‘much: for the record of the
nast.. Now,.as to. the future.: I
shall try briefly to outline why on
the: one hand all -railroad bonds
are not necessarily ‘sound- invest-
ments and on-the other why many

railroad bonds are not only sound

by: very ronservative investments.
Since that time, nearly 20 years

.ago, - when. railroad bonds still
.were generally regarded as desir-]

able investments, there have been
some very' important changes in
the railroad - industry. ' However,
time permits me to mention only
one, I must:mention it- because
it has affected the whole industry
in a vital way and has a very
important bearing : on railroad
bonds.  The change that I' have
in mind is not recent. In fact, it
began just after ‘the first world
war and was completed during the
1930 decade. = But neither in-
vestors in railroad securities nor
even railroad managements recog-
nized the new order until quite a
while after it had been - estab-
lished, - I 'sometimes think that
there are still a number of in-
vestors who do not fully under-
stand the implications of this very
important change. _ v

Briefly, what has happened- is
that the railroads have become a
cyclical - industry. .~-To a much

greater: -extent than. formerly,.

railroads have become carriers .of
bulky  heavy ‘ goods. : They. . are,
therefore, much more dependent
for their revenues-on the so-called
heavy industries, - iron ‘and .steel,
building construction and so forth.
and railroad earnings follow 'the
cycles’ of ‘prosperity and-depres-

sion in this division of the indus-|

trial field. : iy
This change is a vital considera-
tion in the selection of railroad
bonds. as. long-term  investments.
‘The investor must use greater care

in- selecting. securities in a field

which :is markedly cyclical than

in one which shows only minor
fluctuations from year to year.
Not all railroad bonds can be con-
sidered conservative investments.

On the other hand, I am con-
vinced" that if ‘an investment 'in
railroad bonds is confined to the
stronger roads in the industry the
results will be satisfactory. The
reason js the interdependence of
the various railroads of the coun-
try. Railroad traffic for the most
part- moves over more than one
road. - A great deal of it, in fact,
moves over: several roads.. Prac-
ticallv everv road is in competi-
tion with other roads, if not for
local traffic. then as vart of a
through route. .Accordinglv. it is
not possible to make any material
change in the:rate strueture on
one road, or even on .all of the
roads in  some restricted area,
without - benefiting other roads.
The - situation is ouite different
from that which exists in the util-
ity industrv. In the utility indus-
try. it would be quite possible to
raise utility rates in New Hamp-
shire, for example, without any
particular, - effect on' the mntilitv
companies in Connecticut. But it
is. not possible. to pick- out the
weak "railroads and. raise their
rates without at the same time
admitting the strong roads to the
same advantages. . Hence, if for-
anv: reason the. situation of the
railroads becomes so acute that it
is necessary to raise' the rates of
the weaker, roads, the rates of the
stronger roads must. be raised:
alsorand. their position imvnroved.
There are certain roads which. in
my- opinion,. will be able to cover
their: fixed charges by a comfort-
able marein vunder anv rate struc—
ture which would. enable a num=
ber. of -the weaker roads to cover:
overating . exnenses;  Unless- a
railroad is-to be ahandoned, and®
the. diffienltv. which the ' roads
have  in obtainine permission. te-
abandnn even small and nbviously
mnnrofitahle branches clearly: in«.
dicates ' that oublic sentiment  is-
oonosed to abandonment, it must .
onerate vnder a rate schedule
which  will enable it to: earn
enonich fn pav wages and faxes.
Bondholders have in the past been
forced to oa without interest, but
railroad  Iabor  naturallv - insists
uvon being p2id. S do town and
county tax collectors.

Nation Must Have Railroads

Those who are opposed to in-
vestment in railroad bonds may
say-that this doctrine of interde-
pendence is all right, but that it
may-: be impossible to establish
freight rates which would enable
the weaker roads-even to earn.
{heir- operating expenses.: Other -
people may say that even if this.
is economically possible the In- .

terstate . Commerce  Commission .
may not permit it. There are sev—. ...

eral:~answers to .these ‘doubting

Thomases.. Probably the simplest: .

answer -is “that . the -country :is
thoroughly - aware that it has:to
have the railroads. 'If they :can-
not be:“supvorted under:private

ownership they will have to be .

taken over by the government. 1f
the railroads: are taken over by -.
the government it will be impos- -
sible for the.good railroad bonds

not to: be fully protected unless ..

the roads ‘should be taken over
(Continued on page-38)
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Now or

Latex?

: “There is now no crisis in our domestic affalrs
" Problems we have, but nonetheless we are enjoying-
uniquely high levels of production and employment.

and natlonal income. Can we under these favorable
.- circumstances . seize - the oppor-
tunity for further economic and - -

social progress never before so

nearly within the reach of man,
. or must we crash back into.the
‘of depression and. then
begin another slow and :painful

valley

ascent?

ous government ‘economic ' pol-

Can we look upon vigor- -

icies, not-as something to rust in
disuse until everything else has ,

failed,

but rather as a constant -

:guardian of our economic health

. Leon H. Keyserling - - . 1O less

than our civil liberties?

“Can we look upon resolute

Ieadershlp, not as somethi

ng to be called into play - f

onlyin time of ‘dire- peril and ‘then retired like
Cincinnatus, but rather as something the use of
which at all times is the very premise. on whlch

..democracy rests?
“This  indeed is the
ling.

.*‘

Fes
core problem of democ-_

racy in the twentieth century.”—Leon H. Keyser- ..

We reprint these sentences from ‘the address
of - Mr. Keyserling  appearing  in "our. last ‘'week’s
issue in order that we may add our own observa-
tion that the gentleman seems to be merely asking

whether we should comp

lete our abandonment of

democracy at once and be done with it, or wait
until some future time when amateurish tmkermg
y wnth the economic system has brought us to dire

“straits.” -

’

Federal Reserve

Warmns Hdusing

Legislation Is Inflaticnary

Actmg Chamnan Eccles - writes Senator Tobey, pendmg bills, by
making additional credit available, would create demand for more
- labor and materials and thus raise pnces.

On April 5, Acting Chaltman Marriner S. Eccles of the Board of

- Governors- of the Federal Reserve

System, wrote a letter to Senator

Charles W, Tobey (Rep. N, H.), Chairman of the Senate Committee
on Banking and Currency, in which ‘he stressed the prospect of

further infla-¢
tion if either
of the pend-
ing ‘ measures
on Federal aid
to housing
(S.2317 and
5.866) were
enacted,

The text of
Chairman Ec-
cles’ letter
lows:’

“The Board
has been ad-

“vised:that
your vcommit-
tee 'is consid-
ering - general
- housing legislation, particularly
- 8.2317, introduced by Senator Mc-

Carthy. and amendments to- S.866

proposed by Senator Flanders.

“The Board is in sympathy, of
course, with the major objectives

. of such legislation, and ‘is in ac-

cord with some of the provisions

- of ‘these .bills.' We feel, however,

that in view of the broad respon-
sibilities' of the Federal Reserve

System in the field of credit, we

*..should call attention to. seyeral
» undersirable features of the pro-
posed legislation, some of which
we have had occasion 10 comment
on -previously.: In this connection

I am enclosing a copy of our

statement of November 25, 1947

on Housing  Finance to the Joint
. Committee on the Economic Re-

port. ' T

“The prospect for inflation is
even, greater now than it was last.

. "November. ‘There is still a short-
- ‘age of many goods. in relation to

the level of income, and, because
of the imminent reduction in

Illrringr S. Eccles -

gitized for FRASER
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taxes, coupled with our commit-
ments under the European Recov-
ery Program and the recent pro-
gram 'calling for a large increase
in - military  expenditures, the
Government ‘'must anticipate a
deficit rather than a surplus.
There is “thus additional reason
for the Government to take all
steps possible {o reduce inflation-
ary . pressures, particularly -those
generated by an excess of credit.

“For these reasons the Board is
opposed to some of the provisions
of the bills before your committee
which would: intensify " inflation-
ary- pressures by making - addi-
tional credit available "and" thus
increasing the demand for build-
ing labor-and materials. In addi-
tion, some of their provisions
would reduce the capacity of the

fiscal and credit agencies of the |

Government to ‘cope with either
further -inflation or- future defla-
tion,

“The Board is particularly con- |’

cerned about three proposals con-
tained in these' bills: ' first, cre-

ation of a’' Government-financed |-

secondary market for mortgages
already underwritten by the Gov-
ernment; second, continuation of
the undesirable mortgage-insur-
ance ‘program under Title VI of
the *National Housing ;'Act; and
third, addition to Title II. of the
National  Housing Act of a per-
manent program of " excessively
easy mortgage credit. )
“Creation. of a Govemment-
financed secondary market would
be directly inflationary - at: this
time, because, by making avail-
able $500,000,000- for the purchase
of mortgages, it would represent

added Government spending -and .

.| considering - the -available . supply
| of-labor and materials.’ Further-
‘| more, one of the objectives at the|
timé . the Government mortgage.
i .| were. instituted .was to eliminate
- lending "by the  Government,
- .| the negotiability .of mortgages. If
; -} private-lenders are unwilling to

| lution -is to improve ‘the’ quality

| |return to ' levels - which make
attractive . ecompared|..

increased- demand- for new hous-
ing- which - is .already - excessive,

insurance and ‘guaranty. programs
the 'need- for ‘direct mortgage
partly by :removing some: of the
risks. to- lenders. and :increasing
hold or buy .guaranteed .and. in-
sured mortgages perhaps the so-
of the mortgages or increase the

mortgages
with other investments, _
“Title VI of-the National Hous-

ing Act, by making credit avail-

able on excessively easy terms,
has- contnbuted to the large rise
in house prices and building costs,
and has encouraged buyers to go
too deeply into debt. We believe
that." both - builders and buyers
should have larger equities in
their properties in an inflationary
perxod like the present, and that
it is: both feasible ‘and desirable
to return’ to the . terms. offeréd
under Title II as far as mortgages
on ' houses " for - owner-occupancy
are concerned. The Beard has no
objection to . the . continuation of
Title VI for rental housing, pro-
_vided. safeguards are maintamed
against excessive loans in rela-
tion to value.

“Several- of the propose‘d

s

changes in Title II of the Nationa}|

Housing -Act- are subject -to the
same. criticism - as. the present

Title VI -program. 'Mortgages om .
small-houses for 95%: of value amd
running for 30 years are excessive :
and so also are 40-year mortgages ..
of 90 and 95% of value tor rental . |
housing.

“Basically, ‘these " three propo- :
sals are of a type which would be

rious deflation, and are the. op-..
‘posite -of those -appropriate in.an .’
inflationary-situation such ag we ¢
‘face “today.  Measures . such '-ag

these should be reserved to cush~:
ion . deflation should it later. de-
velop: - Otherwise, the only meas-
ures : available! would ‘be ' direct

.Government lending .or'subsidies,

on a large enough scale to protect -
the real estate/and housing mar~
ket from a serious’ collapse  such
as .developed in the» early thir-
"ties e ;

—

Dated Apnl 1, 1948 i

'0

April 14, 1948 e

| HALSEY STUAR

Tbe nﬁtrmg is made (m/y $y the Prospectus.

$2 000 OOO

Texas Power & Light Company
FlI‘St Mortgage Bonds, 37 Serles due 1978

Przce ¥ 0] 75 % amz’ accmea’ mterest

¢

‘

The Prospectus may be obtained in any- State in which this announcement is-circulated only from
< bhe undersigned and such other dealers as may lawfully offer these securities in such State. -

R

T & CO. Inc.

Tlm announcement is not.an o_{fer 10 :ell ora .mlmmmm of an offer to-buy llme securities.

" Due Apnl 1, 1978

1949
1950
1951

1952
1953

1.75
2.00
2.20
235

© April 14, 1948.

1.50% -

$1 395 000

Central Railroad Company of Pennsylvama ;
Equipment Trust of 1948, Series A
- 2%% Equip}nent Trust Certificates

* (Philadelphia Plan)

To rﬁature annually 593,600 each April 15, 1949 to 1963, 'mclusive.

To be jointly and severally unconditionally guaranteed as 10 payment of prmczpal
. and dividends by endorsement by Central Railroad
6}' the Trustee of the property of The Centml Ratlr

These Certtﬁmtes are to be issued under an Agreement to be dated as of April 15, 1948 ‘which
will provide fo the issuance of $1,395, 000 principal amount of Certificates to be secured
by new standard-gauge railroad equipment estimated to cost not less than $1 860,000.

MATURITIES AND YIELDS
(Accrued dividends to be added)

1954 .. 2.45% -
1955  2.55
1956 2.60
1957 2.65
1958 2,70

%

Issuance and sale’ @‘ thesé Certificates are subject to atuthorization by the Interstate. Commerce Commission, The
Cffering Circular may be obtained in any State in which this announcement is circulated only from the
v undersigned and suuch other dealers as may lawfully offer these securities in such State,

HALSEY, STUART & CO. Inc:

To be dated April 15, 1948, Principa! and semi-annual dividends (April 15 and Gctober 15) payable in New York
City. Definitive Certificates, with dividend warrants attached, in the denomination of $1,000, registerable as to %
rincipal. Not redeemable prior to maturity. These Certificates are offered when, as and if received by us. Certificates .
in temporary or definitive form will be available for delivery at theoffice of Halsey, Stuart & Co: Inc. 35 Wall Street, -

New York, N.Y. The information contained herein has been carefully compiled from sources considered reliable and,
whnle not guarantecd as to com plcteness or accuracy, we believe it to be correct as of_ this dam %

Com; mpany of Pennsylvania and
Company of New jersey.-

'2.75%
2.80 |
2.85
2.875
2.90

1959
1960
1961
1962
1963

i,

ey e e

appropriate- for combating a 'ses |
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- NYSE. Renominafes
‘Boylan for Chairman

‘' The following nominations for
the positions to be filled at the
annual election of the New York
Stock Exchange to be held on

.. . Monday, May
' 10, were ' re-
ported by the
Nominating
Committee for

1948:
For Chair-
man of the

~ Board of Gov- |,

ernors— Rob-
ert P. Boylan,
at E. F. Hut-
ton & Co, .Mr.
Boylan is now
Chairman :of
the Board.
-For Seven
Members
of the Board
* of Governors
to Serve for Three Years—John
A. Coleman, Adler, Coleman-&
Co.; Harold C. ' Mayer, Bear,

. Robert P. Bo.ylan

Stearns & Co.; Robert L. Stott, |

Wagner, Stott & Co.; T, Jerrold

Bryce, Clark, Dodge & Co.; Lyon | g

Carter, Estabrook & Co. (Boston);
John Clifford Folger, Folger, No=
lan & Co., (Washington, D. C.),
and. Charles S. Garland, Alex,
Brown & Sons. (Baltimore). . '~
For Two Trustees of the Gra-
tuity - Fund—John * Rutherford at
Joseph:Walker & Sons, and -John
K. Starkweather,; Starkweather &
Co., both nominated for re-elec-
tion for three year terms. . °
. For Five Members 'of the Nomi~

nating Committee — Three Mem- |

bers of the Exchange—I. W. Burn-
ham, II, Burnham & Co.; Basil B.

Elmer, Eastman, Dillon” & Co.; |,

Augustus B. . Field, Jr., Joseph
Walker & Sons. Two Allied Mem-
bers of the Exchange—F. Dewey
Everett, Hornblower & ‘Weeks, &
Francis: Kerhan, White, Weld ' &

g iy
Co! 4

| Reginald Ward Heads
Dept. of D. H. Ellis Go.

D. H, Ellis & . Co., 52 Wall
Street, New York City, members
of the New York Stock and New
York Curb' Exchanges, announce
the association” with: the firm of
Reginald A. Ward as manager of
the municipal bond department. :

Mr. Ward was formerly with the
"New York office of Dean Witter
& Co, and prior thereto was head
of his own investment firm, R. A.
Ward & Co., Inc. )

4

COMPARISON AND ANALYSIS

20 New York City
Bank Stocks

March 31, 1948

Circular on Request

Laird, Bissell & Meeds

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

- NEW JERSEY
' SECURITIES

-
J. S. Rippel & Co.
f ., Established 1891
. ].18 Clinton St., Newark 2, N. J.
; MArket 3-3430 -
. N. Y. Phone—REctor 2-4383

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

First-quarter earnings- of leading New York. City banks.this
year, in comparison with figures for the first quarter of last year,
show mixed results, as indicated by the following table, . Wherever
possible net operating and net security profits are shown separately.
Most . figures, however, are “indicated earnings,” as' measured by.the
increase in capital, surplus and undivided profits during each period.

TABLE 1 *
‘ First Quarter Net Earnings per Share Z
1947 - Total or 1948 ]
- Net Net Sec.  Indi- Net ©  Net See.  Indi~ Rate
Oper.  Profits ~ cated Op r. - Profits' cated Quarterly
$ $ 8 ., 8 W

Totalor.  Diy, ",

»

Bank of Madhattan._
Bank of New York...
Bankers TIUSt.......
Central . Hanover.
Chase  National.
Chemical ..

0.44
0.68

3.84

DO 0 L1 T R
SHRIBAORO

Guaranty ‘Trust.
Irving . Trust_...
Manufacturers

OMOHOOHONS

0.76

ROMOOONODOOHOWa
SuoRONOONB RO RULW®
nooocoSooMooMOo

*Includes City Farmers

. It will be obseryed .that “net operating ‘earnings,” in the, four
instances where reported,: are higher this year than'a year ago; net
security profits, however, are lower—Chase even reporting a'loss.
Total or indicated earnings of the other 11 banks are higher in seven
instances, lower in three, with o change for Central Hanover, 'Divi-
dend requirements are covered by all bapks, the average ratio of
earnings to- dividends being 1.63.. Manufacturers and.Publi¢ ‘haye
the two top ratios of 2.17 and 2.26, respectively, while First National
and U. S. Trust show the two lowest, viz.: 1.03 and .02, respectively.
.. The second tabulation gives a comparison of ‘the principal earn-
ing assets of each bank:for March 31,1947, and March 31, 1948, as
foulows:. k

Trust,

TABLE .2
March 31, 1947
{000,000)
U. 8. 'Loans
Gov. and
Sec. Dise,
. $321
149
601

Marah 21 10948
(000,000) -

U.8. Loans
Gov. . and
Sec. Disc.
$343 $434
119 94
450 - 876
644 418
1,726, 1,406,
416 ¢ 433
486 741
Tieane 7
.. 1158 811
405 399’
1,080 496
1,973 7. 1,276
263 249
269 136
S i g

Total
Earng

Total
Earng. , De- *
Assets . posits
$770 $1,033
244 306
1,118 1,325
1,239 ,1,418
3,731 - 4,295
948 - 1,169
621 %51
A31 Eon
2,272 2,333
834 HY5H
1,734 2,086
3,790 . 4,617
527 623
434 513
123 112

Totals -$22,602 $11,484° $6,157 $19,021 $22,096 £9,775 $6,905 $18,067

*Includes City Bank Farmers Trust.

Examination of this tablé shows total ‘deposits to be $508,000,000
lower than a year ago, or 2.2%. However, the following banks report
higher deposits: Bank of Manhattan, Bankers Trust, Chemical, Irving
Trust and Public National. :

Holdings ‘of Governments are lower by $1,710,000,000, or 14.9%.
.Bank of Manhattan, ‘again, shows an increase; but all others report
decreased holdings compared with a year. ago. :

| Total loans and discounts are up :$748,000,000, or 12.1%. Excep-
tions. to the general trend are Corn Exchange, First National  and
Public National, 3 ] : ;

Total earning assets have dropped $952,000,000, or 5%. But Bank
of :Manhattan and Chemical report an increase; S

In 1947, Governments constituted 60.4% of total earning assets
and loans and discounts 32.4%. This year the proportions are:54.1%
and 38.2%, respectively. :

Marketwise, bank stocks have thus far fared better this year

than industrials, as the following figures show:

Am. Banker
Index
37.9
39.5,

+42%,

. De=
4 ‘ posits
Bank of Manhattan..
Bank of New: York..
Bankers Trust
Central . Hanover
Chage ‘National ..
Chemical . B, & T.

Guaranty Trust
Irving Trust....
Manufacturers Trust.
#“National City

New York Trust.

114

Dow-Jones

Industrials
181,16+ ¥,
179,48

Date—
Dec.. 31,.1947
Apr. 10, 1948

* . Change [ =1.0%

WHOLESALE :MARKETS IN
.BANK and INSURANCE STOCKS

 GEYER & 00.

INCORPORATED

NEW YORK B: 67 Wall Street
" WHITENALL 3-0782 NY 1-2878

BOSTON 9 * CHICAGO 4 LOS ANGELES 14
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HUbbard 2-0650 FRAnklin 7535 Michigan 2837 YUkon 6-2332
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Providence, Enterprise 7008 Detroit, Enterprise 6066 ' - f_
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‘tional Debt has

" An Age of Managed Money

: .Paui F. Y'Douglass, President of American University, holds: Govern:<=" -+~

- ment is new in position where it

must manage its financial :affairs” ... .

30 as to induce increasing production and national income; but.con-
. tends. there is no-effective means yet for-integrated planning. "
“ Dr.Paul F, Douglass, President of the American University in

Washington, D. C., in an address before the National Wholesale Drug-
gists Associationy at Palm Beach, Fla.; on April 6, stated .that the Na-

jarat-the

.assumed. stich proportions in our:economic structure:

I'reasury
lominates ‘the
noneyand
capital - “mar-
xets.and “‘our
1ew age is the
day of -man-
aged cur-
rency.”  Ac-
ording to Dr,
Douglass: °
“Qur public
debt, like the!
temporary
buildings. .in
our parks, is ' )
an - historical ' =~ Paul F. Douglass
accounting ‘of oy ;
the problems we have faced as a/
people — 30 years of World War
and’adjustment, a decade of .eco-~
nomic: - depression: > . Note « these
figures. i ;
- “World War I:-(4 years, 1915-
1919) — Debt -increase — $23,000,-
000,000. .- g
““Depression: (9years, 1930-1939)
—Debt - increase—3$24,000,600,000,
“World War II: (7 years. 1940-
1947)—Debt : increase—$215,000,-
000,000, 2 :
. “In 30 years the gross Federal
public: debt increased 228 times:
“This growth of our indebted-
ness represents ‘something more
than 'an historical record of ‘the
problems we have faced together
as an' American -people; it has
produced”an’ effect on the struc-
ture. of “our American ‘economy.

| Let me summarize some of-these

effects:

(1) Debt service today is pro-
portiondtely ‘between ‘three . anc
four times the levy against Na-

tionui. income  that it was in-the |-

decade after- World War I.

“(2) The Treasury Department
dominates the money and capitai
markets and:the major. financial
institutions.

“(3) Three-quarters of the total
loans and investments of insured
commercial  banks are direct: or
guaranteed: government obliga-
tions. ¢ 4

“(4) More than half the assets
of mutual savings banks are in-
vested in government obligations.

“(5) Two out of every five dol-
lars of admitted assets of life in-

surance companies are invested ia|

government: securities.

“(6). The Federal Government
is by far the single major debtor
of the financial institutions.

“(7) Federal deticits and Fed-
eral debt since 1939 have been the
dominant factor 'in the banking
situation. y

“(8) The growth of debt, the
Treasury’s adherence to a cheap-
money policy, and the Treasury’s
reliance -on floating "debt, have
made’ it impossible: for fiscal au-
thorities’ to employ- many of  the
‘controls’ formerly utilized to in-
fluence the financial situation. -’
~“In the face of these facts, we
have a concern for the 'mainten-
ance of the unused borrowing ca-

pacity in the economy .essential |-

for - national security in‘’our new
emergency. - Can-we' by present
laws. and -organizations check on
incipient'- boom * oy -depression?
Will. the . rigidity. of:. our ' .debt
structure: withstand a' shock upon
.the economic system? Fi e 3

“Our new' ‘age is~the day of
managed money, with a belief in
tormulas, regulations, mechanisms;
and controls. Its stability depends
on . the wisdom and courage: of
men, e

“Indeed our government now is
in a positionwhere it must manage
its financial affairs to induce .an
increasing .volume. of production
and’ an -expanding real national

income; yet we do .not have an
effective ;'means - for. integrated
planning,.. control,.-and. direction
of the.Federal: financial system.

At the age of 74 Herbert Hoover, " °

as.. America’s. foremost ' private
citizen.and. public. servant, is di-
recting . from the Normandie
Building ‘on- K Street, a study of
this.. problem- of the- organization
and ' control of public finance in

| the-interests of* the whole- Ameri-

can economy. i 5
. “The present’situation is a fact
—the ‘question ‘is'not whether or
not we like it when judged in
terms of nostalgic idyl and recol-
lection.’ The fact means. that as
stewards of democracy we must
have sound policies and competent
administration. ‘If we fail’ says:
Paul'G. Hoffman, ‘it will not be
because of an act of God or ‘be-
cause of a. convulsion of -nature.
It will be because of the acts of.
men—American’ men, American
leaders—you, and other men' like
you.' i ;

. “Looking -at  Washington from .
a .university.. office around ' the
corner’ from. the White House, I
keep. . repeating to myself three
things: :

44(1)-Stewardship of Democracy

““(2)'Sound Policies '

“(3) " Competent
tion.”

Hoyt Purcell With
City National Bank

KANSAS CITY, MO, — The
Board - of Directors. of the City
National Bank- and Trust Co. of
Kansas City,  Mo;, -announces the
electionof
Hoyt ' Purcell
as Trust Offi-
cer. Mr, Pur-
cell will work
in the fields
of new: trust
business - and
trust . invest-
ments. Mr.
Purcell was a.
partner in the
firm of Mar-~
tin-Holloway-~
Purcell, Kan-
sas « City in-
vestmentdeal-
ers in corpo-
i) rate and mu-
nicipal securities, from 1933 until
his connection with the City Na-
tional. He  had.banking experi-
ence in the investment department
of the Fidelity National Bank and
Trust Co. after he graduated from
Kansas, State College, Manhattan,
Kansas, which -was his home.

~Mr.;.Purcell :served three -years:
in.the Army. Air.Corps, two years
of ‘which: were . in. the. European
Theater,: of -:.Operations.  He' now
holds; a{ commission” in: the Air
Corps. Reserve: ;- i+ < Aes

Administra-

Hoyt Purcell

| B GPCA | v A
City National's‘other trust offi- -
cers are:Earl'Deputy and Richard
Pendleton. : L

. = 'l L
Stewart Moore Joins: :
Hess & McFaul Staff

PORTLAND, OREG.—Stewart
J. Mcore has become associated
with. Hess . & McFaul, American
Bank .Building.. Mr.' Moore was
formerly Assistant Vice-vPli'gsident
of the First National Bank’, having
recenily retired under that insti-
tution’s retirement plan. He is a
veteran -of- 45 -years in.banking.

tized for FRASER
fffraser:stlouisfed.org/
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Austria fo Be Added to Monetary Fund and Bank

Despxte absence of peace treaty withi Allies, former G°rman satelllte 3
given potential right to draw $50. million from internationai institu- - :
hon. Fund’s operations already total. $600 million and World

. * Bank- chows loan commitments: of $497- million. - :

...+0n.the status of the lbans it has granted to- France the: Netherlands

0 Kingdomrof.- the  Netherlands -

of the international Monetary Fund, that Aust ia

. It was announced cn April 8 by Camille Gutt; Managmg 'Dlrector

is to be admitted to: membership and. will have
the privilege of obtaining credits up to an esti=
- .. Thated amount of $50:million,

It

is also expected

that Austria will’become a member of the Inter-
national Bank for Reccnstruction:and Develop-

) ment from which" it may obtain long-term loans.

; Simultaneously with the: report that Austria
is to he admitted to membership, the International’
Monetary Fund announced that transaetions with

its; members have" totaled’ over

the 13 months since the agency began opzrations.
; In' the' month- of March, 1948; -transactions
amounted. fo : $93.9 million, the hlghest monthly
Drawings-
~.in,U. S.. dollars, comprised $60

figure sinee-last- fall.

United.Kingdom,.$28.million . by-

lion by Denmark and $2.5 million- by Norway. :
This represented *the first drawing on- the Fund . -

by Norway and: by India:

INTERNATION AL
. SUMMARY. OF
Exchange
o Transactions
Currency Sold: i
U, 8. Dollars_.......
Pounds  Sterling..._-

Amount in
~ Currency

Currency  Bought: i
Belgian Francs

—Month of March, 1948—
U. S:Dollar
Equivalent + . .~

93,900,000.00 . 93,900,000.00

93,900,000.00° ',

$600 million i

which were all’
million - by -the °
India,-$3.4- mil- = - :
. Camille- Gutt: '

MONETARY: FUND

TRANSACTIONS

- Amount in
Currency

" U.8.Dollar
Eqmvalgn't,

+ 594,100,000.00-* 594,100,000:00
1,500,000.00. " 6,045,000.00

1,446,308,913.00

Chilean ' Pesos

+.272,800,000.00 8,800,000.00

Danish Kroner
French Francs ...
" Indian Rupees._... _ 92,638,544-4-0
Mexican - Pesos

3,400,000,00

32,633,199.98
*14,888,375,000.00
' 92,638,544-4-0
109,237,500.00.

#125,000,000.00
128,000,000.00

Netherland - Guilders
. Norwegian -Kroner .. 12,406,950.00
;Turkish. Liras; .- .

_Pounds Sterling L.i_ 14, 888 337-9-5

93 900, 000 00

60,000.000.00

181,839,626.94 -

12,406,950.00 -
14,000,000.00" - *
~114,441,687-7-1:

68,545,000.00
2,500,000.00
5;000,000.00
*300,000,000.00

600,145,000.00

¢ value in force at Jhe time the Cransactmns were errecied

°Thls figure represents the U s dollar equivnlent cnlculated at the.- ugreed par

:EDITOR'S NOTF—No gold-transactions ‘were effected by ‘the. Fund 'during March

71948, For the 13 months ended in March,

however, the Fund sold U, S: dollars against

gold (690.415 ounces) at $35 -per {ine-ounce, the dollar equivultmt heing.: $24,104.52.
: Status of World Bank Loans. . - ©

The Internat.onal Bank for Reconstruction .and: Development

issuéd on April ‘8 the following financial report as of March 31, 1948,

Denmark. and Luxembourg,
Vs s FINANCIAL REPORT

Or STATUS: OF, LOANS

. As-of March 31, 1948
(Evnrossed in United States Currency) %

Borrower-— -
Credit~National- (Franee)u_<z.:

m.-of- Denmark
.« Grand-Duchy --of »Luxembourg: .

< Commitment

+7$250,000,000: -
+-195,000,000 -~

~40,000,000
12,000,000""

Loan

Dlsbursemenh

+$250,600;000°

+ 138,459,092
17,322,104
7,032,517

32,677,896 "
024,967,483

; 2 $497,000,000 -
cesmeicon Loans Sought by Brazil

$402,813,713 $94,186,287 1

; g According to an Assomated Press dispatch from Brazil on Aprll 8
it is reported the: Brazilian Congress is being asked.to underwrite a

$90 million World Bank loan for

electric power expansion.

The Brazilian Traction, Light & Power Co., Ltd., of Toronto, is to
~use the $90 million {o expand its
to Rio de Janeiro and Sao Paulo, as well as nearby regions including

Volta. Redonda, largest steel mill

power. plants and 1mprove service

in South. America.

New York Bond Club
Will Hear Dulles

John  Foster Dulles will be
guest of honor and principal

" speaker at a dinner meeting of the

Bond ' Club of New York on
Thursday, May 9. at the Starlight
Roof ' of . the Waldorf - Astoria
Hotel, T. Jerrold Bryce, Clark,
Dodge. &  Co., President  of the
club,. announced,

j Way‘ﬁé"Hiunmer' & Co. to.
Admlt John W. Lawlor

""John W. Stokes.’

CHICAGO, ILL.<~Wayne Hum-
mer & Co., members of the New

York and. Chicago. Stock . Ex-|

changes; will'admit John W. Law-
lor «t¢ partnership on April 22,
Mr, Lawlor has been -with the
firm* for many years as Manager
of the Appleton; Wis., office, 123
Soutli Appleton Street.

. John: W.. Stokes Dies
partner  in
Brooks; Stokes & ~Co.. of Phila-
delphia, died at his' home of ‘a
heart attack at the age of 62.

bitized for FRASER
p://fraser.stlouisfed.org/
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Harpen Leavilt Joins

1 ] . 4 L
Hirsch Municipal Dept.

Hirsch' & Co., 25 Broad Street,
New: York . Stock - Exchange, an-
nounce: that Harper  A. Leavitt
has become associated: with” the
firm .in its. bond department. Mr.

Leavitt- & Co. -

New: York: Stock Exchange
Weekly Firm Changes

changes:

Charles E.-Henderson will be con-
sidered by the Exchange on April
22. ‘It is understood: that. Mr.
Henderson will act .as:.an mdl-
vidual: floor.-broker.

Newcombe C. - Baker - retired
from partnership in Laird, Bissell
& Meeds on’ April'5. . *

Kenneéth' 8. Adams; limited part-
ner iir Merrill & Co., retired from
the firm on April 1,

Dudley- M. Cooper dled on
April ‘5.

" expand

‘| to
B | living stand-

13 Months Ended Mar. 31,1948~

600,145,000.00°

33,000,000.00
+ 6,800,000.00

22,500,000.00

Unuscd leance oi )
C

New 'York Clty, members of the /

Leavitt was formerly head of.

The: New York Stock Exchange :
has annsunced the following Illm -,

Transfer of the Exchange mem- :
bership  of "Oscar- ‘L. “Malo to|

Y
LK

problems.

' Bank’s- 46. members. The economm

By JOHN J: McELOY*

bank’s. personnel..

Tfhe Worl& Bank and Latm Amerwa

President, International Bank . of Reconstruction and: Development . -
y World Bank executive tells Bogota Inter-American Conference, institution is: seeking to- promote recon-
struction and development in Latir America. - Stresses need of establishing sound' currency . systems -
+.and protection for private international.investment as foundation for Bank’s objective of promofing bal-
Ele anced and integrated economy in Latin American countries, and cites participation of Latm Amencans in

'

1 hardly need to- -say-that this Bogota- Conferenep is of the greatest 1nterest to the Inter—
| national Bank.. . The nations whose representatives are gathered here include 19 of the

problems with-which you are grappling are also our:

Your objec-
tives ‘are- to-
the -
| productivity,
raise - thz-

ards,- and to
increase and:
stabilize the
international
trade of your
countries.
These objec-
tives coincide
with' ours not
only . for the
American Re-
publics . but:
for all. our member nations.. ..
.The- American -Republies ' con-
stitute an area of specialinterest:
for the Bank at just this time. The
most. urgent: reconstruction needs
of Europe .are:being met’ through
direct:aid from the United States
Government - and, .although the
Bank: expects to play. a substan--
tial.part in promoting the recon-
struction-of Europe, it will, during
the period of the European Re-
covery Program:  necessarily play!
an . auxiliary. rather. than a pri-
mary--role;  In.the Middle’ East:
and.the Far- East, the Bank: Ex-
pects, ‘over .a: period.'of  years,. to
be‘able to make- a.real contribu=|
tion, but: most: of’ the projects-un=
der consideration - for those areas
have’ not. 'yet ‘reached" the stage

) John J. McCloy )

ing.
count:riesnthat, for: the- immediate

-|future, I regard: the  Bank - as
.::| having.its greatest opportunity to

render “constructive assistance’ in
’ tbe development field. 7t .

.Considerably: less than a.year
ago, ‘and I have been with' the
‘Bank; for'just a year, the Bank
made its first lending operations:

“| In-the course of the same year the

Bank also’ made its first borrow-
ing operation.’ Not only did ‘we
‘consider the problemr of European
reconstruction 'as. a matter: of ur-
gency but the applications of cer-
tain of the European governments

#An address by Mr. McCloy bhe-
fore the Economic Commission of
the 9th International Conference
of American States, Bogota; Co-
lombia, April 5, 1948,

i} have made four: European loans—
| France, Holland, 'Denmark: and

J\far -one loan to a Latin: American
1 sold $250 million- of! the Bank’s
| States bond. market; and: in' this
| manner augmented: the. amount’ of:
1 funds we: had: available for our:
1lending operatxons

| importance: of: the reconstruction
i of thte European-economy ta Latin

where- they are ready. for finane=|
It is-in the Latin- American

were' first: ready for action. We

Luxemburg We have made- thus

ountry, Chile. We successfully

bonds: fo investors: in:the United

I‘anr.not going to dwell on:the)

America:. Others have. done: that:
before me. It is:sufficient:to. say
that:we considered, and our inter-
national Board: ofi Directors. was
in- ‘'unanimous.  agreement, that’
what we:did'in: tHe: way of assist--
ance 'to, Europe  during: our- first;
vear: of. operations: was:.a matter
of prime importance to- all: our:
members and not. the: least: to. our’
Latin American. members.

The rebuilding of the shattered|
European economy-is.an.essential
and. inspiring.task. But it is even
more exciting, more of-a challenge
to. the imagination,. to look for-
ward to the basic' development of’
the -still: young. economies of" this
Hemisphiere. The Opportumty to
take part in openmg new - ecos-

nomic: frontiers: is’ not:” generally
prevalent’ in modern. times; yet
that'- is. the clear: opportunity
which now exists in Latifn Amer~ |
ica. Infa sense"tlre ‘countries: of
this: continent provide: the: firsti
testing: ground:for-tlie type:of in-
ternational - action: in: the field: of

outlined: at Bretton: Woods: when
the*International Bank was estab-
lished:

Bank Studying: Latin- America:

We have  been- spending -much:
of our time at the Bank studying’
both ‘the petentialities: and' the
problems of . economie develop-
ment in many of the countries of
Latin America. .

It ‘is dangerous ' to  generalize
about a: country- and- it is  almost.
impossible- to- generalize-about- a
continent. But with all the diver-
sities which . this ‘continent pre-
sents there, are certain things

which we can venture to  say

economioc development: which' was.|:

about it ‘It is safe to say that

taken as'a whole. the area con-
tains an enormous wealth of nat~
ural ‘resources, only partially ‘de-
veloped; and capable of serving,
as. a base for almost unlimited -
productive effort.. The population
is capable and most anxious to
improve: its position.*- There i3
plenty- of :space; 'space: for' new
people, new industries, new in-
vestments, new ideas. There is an
unlimited opportumty for individ-
ual! profit and -an' equal ‘oppor-
tunity for community profit. i

On the other hand in many. of
the: Latin 'American countries thz
general standard‘of. living remains
low. There is need for greater di~ = |
versification- in. the' economy -and
stimulation . of ' the industrial de- -
velopment in ‘many if not all of
the! countries. . There- ig- need for
promoting: the: formation of local
capital so that it may be apphed
to productwe uses. - Inflationary
pressures’ in 'a number of..them.
must be combated and the general
economie and.credit position must:
be stabilized as is the case -with
many: countries in other parts of
the . .world. Although technicel,
managerial,. ‘and-’ admmlstratue
skills' are present in increasing
‘measure . there: is. great- need: for
their further development for.the
full’ realization of the ' inherent
productive potential .of the Latin
American: area,

5. The favorable factors are strong S
and ‘provide a firm ‘base for fur~
ther development. The handlcaps“
are: all such as can: be overcome
with determined effort.:

What the Bank: Can Do’ to Help’

Now, what* I have: briefly: and
boldly attempted to do is to give
a resume of conditions. in an area -
which as a,whole I have yet io

visit. I imagine you are mueh: -

more interested  in what I have
to say as the President of the Fn-
ternational Bank, about what the
Bank can do to help you solve
problems the nature of which, 1o
say- the- least; you are as. well
aware of as am I

I am.on much firmer ground
wheén I speak of the International
Bark for Reconstruction and De-
velopment -and of its desire and
capacity to be of help-in the ad-
i (Continued on page 37) -
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LAZARD FRERES & Co.

All'of the 49, Cumulative Preferred Stock having been sold this (mnmmcment 17 ppcm 3 as @ matler oj
record mztu und is neither an offer to sell nor-a solicitation of an uﬁer to buy any of these ac(:urmes

200,000 Shares.
THE SOLVAY AMERICAN CORPORATIOV

4%  Cumulative Prcierred Stock

: Par Value $100 per bhare

Comes of the Prospectus may be obtained in an _/ Stale in which this announcementis
“circulated from only such.of the Underwriters, including the undersigned, as may
: leyall y o_[Tur these shares in compliance wzth the semmtzes laws of such States.

HARRIWIAN RIPLEY & CO'

- lncorpora ted’
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:,Vith Bateman, Eichler Co.'

(Special 10 TH FINANCIAI  LHKUNICLE!
LOS ANGELES, CALIF.—Rich-
: »d H. Rue has become. affiliated
{ith Bateman, Eichler & Co., 453
‘'outh Spring Street, members ot
e Los Angeles Stock Exchange.

" Prospectus upon request from

- your mveshnenf dealer, or from
NA"ONAL SECURITIES &
RESEARCH CORPORATION
. l” IIOAPWAY, NEW YORK 5, 'N.‘Y.

W

| tsfabhshed 1928

| AMUTUA[ NESTHENT FUND

procpechu from
your investment -dealer
or

‘PHILADELPHIA 2, PA.

'| Shades 'of. G. B.:S.’ :
‘Youth is such a wonderful thmg,

Manhattan
Bnml Fund

Prospecivs from your Investment Dealeror |

HUGHW. LONG & CO.

USThEET

NEVY YORK S, N Y.
CHICAGD

Ke}rétoﬁe
Custodian .
F uncls

. Certificates of Participation in
INVESTMENT FUNDS
; investing their capital
IN .
BONDS
+ (Sesies B1-B2-B3-B4)

PREFERRED STOCKS |
it 2 (Series K1-K2) - -

 COMMON STOCKS
(Series §1-82-53-54) .

: Prospectus from
’wrlcodinveunmu dedleror . |
- Tlxe Keystone Company
‘ oston

y ok v50’Con3reu Street
BOM 9,‘M.u’ ;lclzﬁsem ‘
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INVESTOR: “Stocks look cheap<
today but I think I will be able to
buy them cheaper later on. What
do you think?”

that you will be able to buy stocks
cheaper later on—but even if they
do go lower, will you buy them at
or close to their lows? * We be-
lieve that over the next few years
stock prices will see considerably
hlgher levels and are recommend-
ing their purchase at-this time.
Possibly our timing is a little pre-
mature. Frankly, I wouldn’t know.
But when you say. ‘you think you
will be able to buy them cheaper
later on,” “you are making two
yets: Flrst that the market will go
LOWer,: and second, ‘that .when it
does you will act at the right time;
We have found' that very few -of

bets.”

At the time of .the "above con-
versation, the “Dow” stood at 105,
Two months later, it hit' 93. The
investor had. won his first. bet!
But he lost . the second.. He m-
vested his:cash after the “Dow”
crossed 145! .

.
'y

Especially in the months of spring.

“It seems a shame,” said Michael
Sids,

“To waste it on a bunch of kxds!”

The Big Break

Calvin Bullock’s March issue of

“Perspective” discusses the, break
in- commodlty prlces in part as
follows: .
% “Even .before. rigor mortis had
set in for the OPA 'in 1946 the
stock  market 'gave unmistakable
evidence' of .. resigning - from an
economic system dominated by
strong inflationary forces.. A be-
wildered public saw stocks tumble
even as flames of the inflationary
fire . licked their way upward
across semi-log graph paper.

“The first break in commodity
prices of significant proportions
began in the Chicago wheat pits a
few weeks ago early in February.
Starting in  corn :it -spread to
wheat and played a dissonant ac-

. Mutual Funds

By HENRY HUNT
“Making Two Bets”

The following conversation between  an investor with surplus
cash and an experienced investment adviser actually took place
early in 1942 but it might well have taken place in 1948,

ADVISOR: “It is quite ‘possible.

our. chents can. win .both those‘

compamment to President Tru-
man’s- press conference concern-
iirig the need for intervention to
stop- inflation;  The-decline ‘con-
tinued., Other commodities tum-
bled in sympathy, In spite of re-
assuring words over CBS from the
| Board of Trade’s President the
second~ week in  February went
down in' history as :the most
memorable for pit traders in seven
years.

; “The sheer magmtude of the
break: impelled thoughtful citi-
zens to ask questions—questions
~without an answer.'Is this the end
of inflation? More important, is it

no answer can be given with: as-
surance.- The reason is that there
are* still . some basxc econormc
ambiguities.” -~ -

How to Make a:Venetian Bh'ml
Stick your finger in his eye..

Changed World Position: of :U. S.
.. Significant

In his remarks-at the eleventh
Annual Meeting  of :'the " Fund,

Trustees, called-the shift of power
and . leadership -from~ "the. Old
World -to’ the New World as the
most significant fact of -our-times.
- “For over -three hundred years
the - New ' 'World has™ occupied 'a
dependent or colonial relationship
towards the Old ‘World, - During
the last: fifty years the. centre of

been gradually moving across the
Atlantic Ocean. Just gs it took the
Spanish-American, ;war to ‘make
people realize that’ %we had become
a world power, so.it has-taken a
combination of two World Wars to

on anyway.

*‘Today, the United States is be-
ginning to realize' that Western
Europe has become ‘the depen-
dency. I mean dependency in a
permanent sense, not to be con-
“fused  with'" the ' Marshall = Plan,
which' is;but-a . tempoxary -expe-
dlent 4 CH s LT
“Much of the current confusion
and uncertainty so manifest these

O ———

9/73
Bond

OF BOSTON

Fund

Massachusetts

L1nvestors Trust

MASSACHUSETTS
/ vINVE‘S‘TORS S_E_COND\ Funp

aﬁaﬂaiz

IMZ(/

I/ NEW.-YORK, }
' 61 Broadway

A prospectus relating 16 the shares of any of these separate
investment funds may be obtaimd from the unda'signed

VANCE, SANDERS & COI\IPAVY
111 DEVONSHIRE STREET
BOSTON

/- cH1CAGO | ;
* 120 South ‘LaSalle Street

LOS ANGELES
* 210 West Seventh Street

the. beginning of deflation? But

George Putnam, Chairman of the

complete the shift.that was going

|

{'mutual funds: with assets of more

WEEKLY COMMODITY PRICES, JUNE 28, 1947—FEBRUARY 28, 1948
(JOURNAL OF COMMERCE, 1927.1929 = 100)
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days is the result of an effort to
appraise a world where the funda-
mentals of power and leadership
have shlfted from one hemlsphere
to another.”

“Affrlmted" ‘Crosses $50 000,000
. Mark’

i{During the month of March
Lord, Abbett’s - Affiliated - Fund
joined the ranks of -the select few

than $50,000,000. As of March- 31;
Affiliated. reported . total  -assets
of - $50,750,000,. - mcludmg bank
loans . of $11 000

‘Only five ‘other mdnndual mu-
tuaI funds ‘have  assets. today in
excess . of ' $50,000,000 ' as. follows:
Massachusetts Investors Trust,’ In=
vestors "Mutual, - Incorporated In-
vestors, State Street and Dividend
Shares.

Present Taxes in
Non-Community:
Property States
$589

L5 "Nebuae
“*Income

economic gravity of the world has |-

g ol
‘4 n‘After deductlons but before

- law,

1948 Tax Savings :
““In a recent bulletin, Wellington | ;

Fund discusses' the recent cut in’

income taxes in part as follows:

. “You . may-  not - .realize . the
amount’ of savings you will- get
from the new Federal income:tax
law, especially, if ‘you-live in:a
non-community’ -property . State.
Most “middle’ and. upper  bracket
taxpayers will find the community
property provision of the new
_permitting - husbands . and
wives to split their income, will
save them much more:money than
the cut in tax rates. The following
schedule shows the present taxes .
for- a married couple with tweo

children “in  noncommunity prop~

erty: States, the taxes under the
new law -and the amount of tax
savings:
. Taxes
Under New = .
g Bill
$432
598
780
974
1,167
1,361
1,804 704
2,512 ; 11126
3,888 2,002
5,476 : 3,045
7,306 4,075 -
9,376 4,978
11,618 5,824 -
14,019 6,700
16,578 7,533
45,643 16,658
exemptions.

Tax
Savmgs
$1:)7

200
265
+ 318
141007
501

Flrsl Boston- Smith, Barney Group llnderwmes

Allegheny Ludlum

Allegheny Ludlum Steel Corp.

Preferred Offering

is offering to its common stock-

holders an issue of 107,383 shares of $4.50 cumulative preferred stock,
without par value, at a price of $100 per share. The offering is on the
basis of one share of preferred stock for each 12 shares of common

stock held of record as of April
13, 1948, The First Boston. Corp.
and Smith, Barney & Co, jointly
head a group of investment bank-
ing firms which is underwriling
the 'offering. - Transferable war-
rants expire at 3 p.m."(EDT), on
April 27, 1948.

Each share of preferred stock is
convertible into common at any
time prior to April 1, 1958, at:a
price of' $32.50 per = share of
common;

VESTOp.

RS )
I'O(JI(N“v \

INVESTORS STOCK
FUND, INC.
Dividend Notice

The Board of Directors of Investors
8tock Fund, Inc., has declared a quar-
terly dividend of 14 cents per share
' payable on May 21, 1948 to shareholders
on record as of April 30, 1948.
. E. E. Crabb, President
0 —
Principal Underwriter and
Investment Manager

INVESTORS SYNDICAIE +

" 'Minneapolis, annoh

* tlvely ,‘,' s

After repayment of a loan in
the amount of $1,000,000 outstand-
ing under a bank credit negoti-
ated in 1946, the company wilk
apply the balance of the proceeds

from the current financing to its

program of rehabilitation and im-
provement of plants and facilities.
In order to improve and increase
the production of flat-rolledstain-
less and silicon steel, the com-
pany plans to install new machin-
ery and modernize existing equip-
ment in its Brackenridge - and
West Leechburg, Pa., plants. ¢In
addition, outlays will be made at -
Watervliet and at Dunkirk, N, Y.,
where - the  corporation  recently
purchased a plant. from the: Re+
construction Finance Corporation.
A new research laboratory will-be
constructed -and . equipped: near
Brackenridge, ; ;
Allegheny: Ludlum Steel Gorp.
has no funded debt. In addition'to
the preferred stock being;offered;
capitalization: consists of 1,288,607

shares of common stock. Consoli~ :

dated sales for 1947 toﬁled $106,-
606,000, an increase of $11,543,000
over the 1946 volume: Net i income

for the periods-arhounted to $6,-
002,000 - and -$6, §99 000  respec- -
g ,'i.i.:"’ g

ety
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_ Public Utility Securities

“iol 0 American Power. & Light =~ ¢ |

-2 Two plans-were recently filed with the SEC “for " dissolution
. American Power & Light, one hy the Company. itself and. the othér:|
. by, its .parent, Electric Bond and Share. ‘These plans supersede the

‘. management 'plan filed. Sept. 6, “1946. . Hearings ‘were héld -on .th

¥

‘of

e,

¢ -and another plan ;was -filed -by

% .counsel for ‘a'stockholders’ ‘group;-

". but the’SEC did not announce any.
* ~decision.: Under -the 1946 manage-
:ment plan‘ the~$6- preferred stock
 4vould. have been. retired ‘at.$150
-.and-the $5 preferred at.$137, with
: payment in’ either: commonstocks

" -of subsidiaries or in- cash. These

i amoUnts . were $6.43 :in .excess ‘of
:<par.and arrears in'the case of the

"+ $6 stock; ‘and 69c. more on' the :$3

s

:‘five principal
:stocks.

. thing left for common,

- .preferred (call, premiums. are' $15
: and $10 respectively). Values ‘of
‘the - common -stocks in the. ex-

.+ .change packages would have been:
-fixed by’ the bid prices received-

by the Company.in the proposed
- public'sale of 15% of each.of the
operating-company

The present . plan is - much

simpler, . going ‘back to the ‘allo-.

- cation basis contemplated a  few

. years ago. The reason for this is

. probably two-fold: (1) the trend

-.-of SEC thinking to disregard full

satisfaction of preferred claims on

¥ -a priority basis; and (2) the un-
. favorable trend of the stock mar-

- ket, which in the case of :Ameri-

. can makes it is difficult to satisfy

- preferred claims .and have any-

"The present plan merely divides
all ‘assets between .the preferred
stocks (as a group) ‘and the com-
mon stock. .American’s. own plan

~~'would  do this on an 84%-16%

basis, while the plan submitted by
the Electric Bond and Share uses
a 79-21 allocation. A similar pro-
cedure --of presenting .two - plans
was followed in the case of Elec-
tric. Power ‘& Light in 1946, but
not in  the-new plan recently pre-
sented - for- that ' Company. . If
precedent :in the - case  of. the

.. earlier’EL plan is allowed, a com-

promise’ AP formula somewhere
between ‘the’ two .now: submitted
will be: forthcoming. :

It is a .comparatively .simple

: _matter to-estimate- the break-up

values for AP preferred and com-

_-~mon. ‘System -earnings for the 12.
‘months -ended ‘November 30, 1947
. approximated '$22,000,000. ' Under

;present - market ‘conditions' these
earnings could probably _be cap-

. dtalized-at about 8-10 times earn-

ings. Only -one of-the subsidiaries

has any stock in the hands of the!

public—Minnesota Power & Ligh

money stock through Kidder, Pea-
‘body ‘at,$27.50 (net’ to ‘the Com-
pany :.being ~ $25.60). .In " 1947
Minnesota' earned$2.88 ‘a share
‘after: 3 ‘plant.amortization ‘charge

offering price to ‘the public.was
-earnings. *Minnesota“ is probably

the system ' subsidiaries from ia
market : point - of - view. " Texas
‘Utilities' "and ~ ‘Florida: Power. &
Light -would probably. be entitled
tosell-'at’ higher :price-earnings
ratios ‘than  Minnesota, while-the
northwestern : companies. might
not - ‘qualify " for' even ‘a" 9-times
ratio. . ¢ P e :
It ‘'would . seem' reasonable -to
take ‘an ‘average multiplier of 9
for the ‘entire system. On - this
basis the portfolio would be worth
a round -amount of :$200,000,060
and the allocations under the two

plans would work out as follows

in-millions of dollars: -’

Amer. - Elec.
P.&L. B.&S.
$168 . $158

32 L 42

$200 - $200

With ' approximately 3,000,00¢
shares outstanding, the break-up
value of the common stock woul
thus work out.about $11 to $14.
compared .with the recent market
price around 9..The value for the
preferred ‘stocks: would ‘range be-
tween $89 and $95 a share.

The plan does not indicate how
the total-dollar' amount assigned
to the' preferred stocks-would bé
divided between the : two - issues.
.+ 'The $5 and $6 preferreds:usu-
ally.sell- ‘about 10 “points- apart,
and in:’the . previous plan: the
cash’ .value - assigned "t -the '$5
. preferred was about 9% less than

Preferred Stocks. .
Common Stock.....

likely. that in- the ' present: plan
when' consummated, the $5 pre-
ferred ;would recejve: about.$4-5
less than the average share figure,
and ' the' $6 preferred ‘'would - be
higher by the same amount. ‘This
would make the :break-up value

for the '$5 issue range between
$84-90 and the $6 between $94-100.

~ $45,800,000 Philadelphia Bonds
Placed on Market

The National City Bank of New York, Halsey,

Lehman Brothers,
delphia on: April 13 awarded

2% %, 3% and 4% serial bonds
due 1949-1998 and $8,400,000 . of
2% and: 2% % term bonds, due
1963 and 1968.' The winning bid
for:the bonds was 100 for a com-
bination of coupon rates resulting
in'a net interest cost of 2.8045%.
“'The"serial bonds are being re-
offered publicly ‘at'yields ranging
from''0.70% to about 2.95%, ac-
eording to maturity. Prices for the
térm ‘bonds are 99% and aecrued
interest' ‘for '$7,500,000 of -30-year
bonds, due ‘May I, 1978, and call-
. able May. 1, 1968, and- 96% "and
accrued interest for. $900,000. of
15-year bonds, due May 1, 1963. -

-2'The Serial bends consist of $10,-

" 000,000 due January 1, 1949-1998,

- inclusive;-$24,000,000 due January

1,- 1950-1989, -inclusive: and ' $3-

-,-400,000 due July 1, 1949-1978; in-

~

clusive,

«:The. bonds; isstted. for-‘Sewer, | .

. Airport,.Gas : Works.and : various
municipal purposes; are -legal in-
vestments;. in the.opinion of the

. ‘underwriters, for Savings ‘Banks

Stuart & Co. Inc.,

an Blyth & Co., Inc., and the Philadelphia National
Bank jointly head a group of underwriters to whom

the City of Phila-

7 $45,800,000" of various purpose bonds,
The bonds comprise $37,400,000 of %

and Trust Funds in Pennsylvanis
and New York. Interest is exempi
from Federal income taxes.:

The City has:no present inten-
tion of - making - additional bond
offerings this $ear.

Wigley - With =~
Kidder, Peabody =~
VINEYARD HAVEN, MASS.—

William R. Wigley - is-now: associ-1

ated with Kidder, Peabody.&.Co.
He formerly . did : business as: an
individua] =dealer.. in Vineyard
Haven, and prior thereto was'with
George D. B. Bonbright, J. & W
Seligman & Co. and Moore, Leon-
ard & Lynch.. . ;

With G. H.:Walker & Co.
(8necial* to - THE FINANCIAL CHRONICLE)

ST.: LOUIS,’ MO,;—Leonard -H.
Cramblet -has' joined 'the staff of

-G. H. Walker & Co., 503 Locust:

Street, members of. the New:;York

and St Louis ‘Btock Exchanges.

t, |
which' recently-offered: some:new:

of.‘93c-a. share. On /this basis" the,-
between 9 and 10 times the stated | §

neither the ‘best nor the worst of |}

A

" of the Board of Governors of

SAN 'FRANCISCO — The 'San

-| Franieisco- Stock: Exchange ‘undéy:

the direction of Ronald E: Kaehler;

Richmond plant .of Rheem Manu-
facturing Co. on'March -30. ' More
than 75 persons from brokerage
houses:and - banks--were -in" the
group: “ ALY

President,.sponsored. a trip to the,

.-: .Drums, containers-and hot water

Richmond . plant; ..Operations due
to'lack of steel are currently cur-
tailed to:approximately 2,300 tons
of steel per ‘month which is:less
than one-half of capacity.: A more
complete products display. was set
up in’one of -the warehouses: for

"heater:‘tanks-are‘produged: at'the.

: - deen). 21

~ San Franeisco Exchange Sponsors Tour

“Richmond Plant of Rheem Manufacturing Company held open house for some 75 partners and

representatives of ‘San Francisco- Stock: Exchan ye member firms, Gene Root of the Rheem Com-

. pany is explaining the lithographing press on the pail line. G
q : Hubert Hynes, Ronald E. Kaehler (President of the Exchange), Douglas Atkinson (Chairman
; the Exchange), Gene Root, Elden Grim, Dan 'Berg, and:William
McKenzie (Plant ‘Superintendent). - ol - Y A s

Left to right: J.. Howard Burgess, '

-

.the 'benefit of- the group The

‘néwest product added to the

is”a ‘water softener for ’domels:::g
use. _ Y
. This was one of a series of trips
past or planned for the future to.
keep member firms and the finans
cial fraternity. abreast of devel= -

that ‘given to-the ;$6. It appears’

ities will affect the livelihood of
some .one and one-half million
artisans and workers engaged in
handicrafts throughout Italy.
Handicraft exports 'are ‘an im-
portant - source of ‘foreign ex-
change to Italy, both " through
sales to tourists in Italy ~and
through direct exports. Direct
exports' have . been -running at
about " $25 million a. year, with
the United States absorbing about
$10 to $15 million,

"On Dec, 4, 1947 ‘the Export-
Import.Bank approved a line .of
credit of $4,625,000 for the pur-
pose - of  assisiing Italian handi-
craft industries -and - artisans .to
increase their production and ex-
ports ' and thereby to -make their
full : contribution- to ‘the - restora-~
tion - of - the Italian- economy and
foreign trade. The credit is to be
used for the purchase of raw ma-
terials --and - equipment - in: -the
United States. " B o0 g i

The beneficiary - of -the credit,
Compagnia:.Nazionale -Artigiana,
-will "be incorporated-under Ital-
ian law. .One-half- of "its capital

-| will be subscribed: by represen~

tatives of Italian-handicraft users
-and artisans, and by Italian credit
and: other -institutions. --actively
-encouraging. ‘handicrafts.-and- as-
sisting independent workers. The
other:one~half -of -the capital will
bé. subscribed. by, the :Handi¢raft

Development,: Inc.; -an - American

non - profit = organization - estab-
lished in 1945 in the city of New
York by American citizens. for the
purpose of assisting and encour-
aging Italian handicraft produc-
tion and exports to the United
States. The Compagnia Nazionale
Artigiana will be endowed with
a grant of $100,000 from the Ital-
ian Government for the purpose
of supplementing its initial work-
ing funds, especially for such pur-
poses as marketing and promotion
abroad.  The Italian company
would also have made available
to it without cost the facilities of
the House of Italian Handicrafts,
set up a year ago in New York
by Handicraft Development, Inc.
as a focal point for its various
activilies’ and exhibits.. The Hon-
-orable .. Ivan . Matteo - Lombardo,
who . came: to 'the United States
in 1947 as head of an Italian eco-
nomic. mission and :who_has con-
siderable  business and- foreign
trade experience, has agreed to’ be
the Pres'dent of the new Com-
pagnia Nazionale Artigiana. ‘!
The Compagnia Nazionale Arti~
'giana.will be a cooperative enter-
prise ‘and-will’ engage :in-_stimu-
lating: the: development -of ‘::gﬁ-'
tional Italian. handicrafts: suitable
for export and in-inereasing out-
lets: in the:United - States-and!jn

will take over some of the activ-

.other, hard-, curreney: markets.: t.

opments. in - various - industries.’;

< Export-mport Bank Granls Italian and Norwegian Credils
' Arranges for'$4,625,000 for establishment of handicraft company °
-in Italy and $250,000 for telephone manufacturing concern in Oslo, . -
On April 8, the Export—lrhport Bank .of Washington  reported
arrangements for the establishment of an Italian handieraft company

‘to..benefit from credits: of $4,625,000 have. been approved’by the
Board of Directors of the Export-Import Bank, The company’s acuv=- | .

ities .‘of .. the - House ' of ‘Italian
Handlcrafts in ‘New: York, “Work-
ing 'with and-through established
trade channels, it will serve both
the Italian producers and Amers
ican buyers,
The Board of Directors of the
Export-Import Bank also reported
approval of the establishment  of
a line of credit of $250 000 in
favor ‘of - Standard Telefon og
Kabelfabrik of Oslo, Norway for
the purchase of American equip=
ment.. The credit ig to be avail-
able until Dec. 31, 1948 for fi~
nancing up. to 65% of the equip~
ment. The remaining 35% is to
be provided by the International
Standard Electric Corporation of
New York. The credit bears in-
terest at the rate of 3% % per
annum, and the principal is to
be repaid in approximately eight
equal quarterly installments com-
mencing a year from the date of
the first advance., 'The largesi
commercial bank of Norway, the
Christiania Bank of Kreditkasse;
has - offered  its - unconditional
guarantee to the credit, while thé
availability of dollars .is guar-
anteed by  the Bank of Norway,
the Norwegian central bank.::
: The .Norwegian company’ en:
gages in the manufacture and sale
of cable and wire; and in:the as»
sembling, sale and installment of
telecommunication equipment
Though. most: of - its - business is
done in Norway, the ‘corporat
exports significant amounts, es
cially to such countries as Swed

-Fhe ' equipment - -to-: be - finai

under the credit is for expandir
the -cable -plant- facilities - of
tompany: in-Oslosziwiz
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Canadian

Securities

By WILLIAM J. McKAY
1t is becoming increasingly clear that the failure of the Canadian

zuthorities to take forceful action to assist the Dominion gold-mining |-

industry is not unpremeditated. Despite extraordinary lobbying ef-
forts for greater generosny, the distinctly unglamorous Emergency

Cold :Bonus ‘14l nas just been
presented for its first reading in
the House of Commous in its
bighly criticized original form.

When the case presented by the
gold-mining interests is subjected
to . dispassionate analysis many
glaring defects and inconsistencies
are revealed. In the first place
bow does gold rank today in the
Canadian economy? From the de-
pression years of the early thir-
ties .and up ‘to the outbreak of
the war, gold certainly constituted
¢ne of the Dominion’s most valu-
able assets, During this period
the industry flourished and pro-
vided a ‘healthy stimulus to Can-
zda’s depressed economy.

On the other hand during and
since the war when boom condi-
tions have prevailed, gold finds
itself naturally relegated to a less
prominent position in the national
economy. Cold statistics today
should: be sufficient to cool ‘the
ardor - of the  gold :propagandists
in ‘their efforts to secure special
privileges for this decreasingly
important item in ‘the Canadian
economy. ‘While gold occupies its
present lowly position in tne list
of Canadian exports the Federal
Government would evoke justifi-
able criticism if at this critical
juncture, .it wasted valuahle time
and effort in singling out the gold-
mining industry for favored treat-
ment,

.On the other hand the adamant
refu.,al of the Canadian Adminis-
traticn to.yield to:the persistant
pressure exerted by the ‘powerful
gold-bloc- 4¢ an- indication of
overdue healthy. realism ' in “the
proper quarters, ‘1 the past gold
has played an invaiuable part.in
.the development of the Dominion,
just as the Californian gold dls-
co_ve_nes marked an 1mportant eco-
nomic epoch in the history of this
country.. In a similar way at this
stage of - Cahadian 'development
the service rendered by the gold-
mining industry must be.consid-
ered in -its ‘proper’ perspective.
‘The discovery 'of .gold .in :the
Dominion’s - far-flung territories
has blazed the trail to-develop-
ments of still greater importance.
Largely” as a result of the quest
for gold Canada’s enormous wealth
of mckel copper,.iron,.coal, lead,
zine, silver, platinum; ~uranium
and other ‘valuable minerals was
also ‘uncovered. ‘The value - of

-CANADIAN BON DS
GOVERNMENT
" 'PROVINCIAL
MUNICIPAL :
‘CORPORATION -

CANADIAN STOCKS

A.E.AMES & CO.

INCORPORATED
TWO WALL STREET
NEW YORK 5, N. Y.

WORTH -4-2400 NY-1-1045

Frederic A, Pakas Is
Opening Own Office

itized for FRASER
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these secondary discoveries has
now far outsiripped 'that. of-the
glamorous yellow metal.

The bursting of the over-in-
flated .gold bubble would have
highly beneficial results, if as a
conseyuence, Canadian ‘prospect-
ing efforts were primarily di-
rected towards the exploitation of
the less glamorous ininerals. The
diminished importance of gold in
the Canadian ‘scheme .can ‘also
have favorable ‘congequences -in
other directiois. The Dominion’s
financial prestige has never been
enhanced by ihe high-pressure
tactics ‘'employed to. sell peany-
gold stoeks in this country. The
Canadian public also has had lit-
tle choice of investment outside
an innumerable array of alluring
gold-stock opportunities.

Now perhaps we.are approach=
ing {he time when U. S. and Ca-~
nadian. capital will flow into more
construciive . channels, as a result
of which impetus will be givea to
the ‘development of Canada’s tre-
mendous - virgin wealth . of “iron,
coal, ‘oil, base-metals and -other
utilitarian minerals.. ~

‘During the week the external
section .of ‘the bond market re-
mained dull and inactive. The in-
ternals .- on .the other hand dis-
played exceptional strength not
entirely related ‘to the firmness
of the Canadian dollar in the free
mariket. The stock-arbitrage rate
also_developed a - firm: tone and
is ‘ncw . at .15% discount .in com-
parison witii a recent quotatlon of
22%.

Canadian stecks were aclive at

higher s prices led ' by ~Canadian |.

Pacitim’s, Western « oils; - and  the

‘base~-metal issues, but. the golds

still remaiaed: in ‘the - doldrums
despite " encouraging ‘ production
resvlts -of “the “operative ' mines,
and promising . reports ~of new
properties ‘mow. on the  verge of
procuction. ‘It would appear that

this  section of the market :has

been ‘unduly deflated as 'a result
of recent.disappoinlmenis and is
now at an atLractxve investment
level.

Frederic . A. -Pakas -is. opening
offices'at 2 Broadway, New York
City, to .act as broker and dealer

F. A Pakas

in securities and  commodities.
Mr, Pakas_is resuming. the busi-
ness ‘he originally established  in
1930. He has recently been with
Joseph ‘Klein & Co. as manager
of ‘the securities department. °

Paul & Co.-Official. Chénges

PHILADELPHIA, PA.—Paul &
Co., Tnec., 1528 Walnut Street, an-
nou_nce that John Van Ness 'Bar-
barin ‘has’ resigned as Assistant
Secretary ‘and ‘Assistant Treas-
urer, and Ira Jewell Wllllams, Jr.
has retired. as- director.

“Bawl Street <Joﬂrnél?..’

Alfred Plumley Joins . -
Harris, Upham & Co. -

MINNEAPOLIS, MINN —Alfred

N. Plumley has rejomed I-Iamsz ey

Alfred N. Plumley.

Upham & Co., Northwestern Bank
Building. as Manager of the trad~
ing department.. Mr. Plumley has
recem}y been -with the - Central
Republic Company, "=

Merrill Lynch Firm -~

Opens St. Louis Office

ST. 'LOUIS, MO, — Merriil
Lynch, Pierce, Fenner & Beane
has acquired the investment busi-
nesg -of Bitting, Jones & Co.. in
the Ambassador Building. .Ken-
neth H. Bitting ‘will ‘manage - the
new - office :which “will - take ‘over
the. -entire ' personnel, " including
Edward *G. Hotchkiss, William -B.
Riley: and, Otto C.,Hoffman.‘ Mr.
Bitting. ‘has been . in the invest-
ment . business  in St. Louis: for
more than 25 years.. He: served
overseas in World War -I.and
World War II, He became Presi-
dent of Bitting, Jones &  Co. in
1929,

Alsg . associated ‘with  the new
office will be Harold Hanser, for-
:r[nerly President of Hanser & Co.,
ne SN

ok ) iy

Lewis :B. ilri’lghes Joins
Staff of Homans & Go.

Lewis B. Hughes. has ‘become
associated - with - Homans & :Co.,
65 Broadway, New - York ' City,
members of the New York Stock
Exchange, in charge’ of unlisted
trading.’ Mr, Hughes was formerly
Manager ‘of the trading depart-
ment’ for Dresser & Escher and
prior thereto was with H01t Rose
& Troster,

To Appear June 4 -

The  “Bawl
which comes to life once’ ayear
to burlesque ‘the doings of -Wall
Street and .its people, will be pub-=
lished this year on June 4 as'a
feature of the Bond Club er]d
Day. S A i

In a joint announcement Cha:r-
man John W. Valentine .of ‘the
Bawl - Street. Journal ‘Committee
and Editor John ‘A.-Straley said-
thatcontributions would be’ wel-:

.| come from anyone connected with

the -financial ‘business. in -New
York -or -elsewhere, ~Contributors
whose ‘material appears. will re-

- ceive free copies of the paper, !

‘News. and cartoons dealing with
any-humorous phase of the finan-
cial business or political scene and

advertisements satirizing- firms iog |

products should be submitted be-
fore May 1. Contributions may be
sent to Mr. Valentine at :Harris,
Hall & Co., 37 Wall Street, or:to
Mr. Straley at Hugh W. Long &
Co.,, 48 Wal] Street.

Dean Witter & Co.. Adds
(Svecial to THE FINANCIAL “CHRONICLE)
SAN" FRANCISCO, “CALIF.—

William E. Rodden has been add-
ed to the -staff of Dean-Witter-& i
Co., 45 Montgomery Street;:mem-.
bers of the New York' and San

‘Francisco Stock ‘Exchanges, .

.| than" during .the. war, approxi--

- viduals’ holdings in cash and de-

‘their ' time and savings ‘deposits
| of $5.4 billion and $6.4 billion, re-

 lion.compared with an increase of

Street Journal,” |

. -9EC Reports Savmgs Lowest Since 1940 -

Again"st $8.9 . billion saved in" 1947, morigage indebtedness - wa\:1
s . -inereased by $38 and consumer-credit by*$2.9 billion.” "

;Duung the - year 1947, -individuals saved $89 -billien -in hqu;d

'form, according to.the. quarterly analysis of saving:by-individuals in
the United States made public.-today- by:the Securities-and Exchange

Comrmssxon 1 .This amount of liqu

id saving, which exceeded that of

ANy pre<war ‘year, represents.a®
substantial ‘decrease from the. ab-

iv: normally. - high -war-time  .rate.’
:| While- there was, during 1947, an |

increase .in income after payment

.| of 'taxes, liquid saving was about

5 .billion less than that in 1946,
eflecting higher consumer expen-
ditures. The proportion of income
saved, though considerably lower

rnat.ed the 1929 level.
As. of the end.  of. 1947, mdl-v

posits amounted to about $132 bil-
iion and holdings of U: S.. Govern-
ment securities amounted to about
568 billion. Of the total of .cash
and .deposits,’ $25 billion was in
the form of currency, $55- billion
was in time ‘and savings deposits,
and  $52. billion “was in checking
accounts. Individuals’ holdings of
U. S. Government securities were
mainly U,  S.  savings  bonds,
amounting-to .about :$33 billion in
Series. A-E bonds.and $13 'billion
in' Series: F and G bonds, with
other U.'S. Government securities
amountmg to $22 billion.2

Dunng 1947, the composmon of
vavmzs changed, ' substantially
from the preceding year. Currency:
andbank deposits, which ‘consti~
tuted “the  predominant  form..of
saving in 1946, were.approximate-
ly.-equalled 'in importance by
several other components. 'Indi-
viduals added $3.3 billion to their |
holdings of currency and bank de-
posits, $3.1:billion ‘to :their hold-
ings of U.'S. Government securi-
ties, $3.2 billion to their equity in
private insurance, and $3.4 billion
to their equity in government in-
surance. ‘They 4lso increased ‘their
net: holdings  of “securities -other
thanU.:'S.  Government ' by :$1.5
billion,*.and  their.investment in
savings -and .loan: associations :by
$1.2 billion. During the same pe-
riod ’individuals. increased their
mortgage indebtedness by $3.8
billion, ‘and :other consumer  in-
debtedness by $2.9 billion.

“'The growth in individuals’-cash
and deposits during 1947 was con-
siderably less than'in the preced-
ing year and the lowest since 1940.
Individuals added $2.2 billion to

and . $1:4 billion totheir checking
accounts as contrasted to increases

spectively,- during ‘1946. Holdings
of currency declined: by $400 mil=

'$200 mlllxon the prevxous year.-

Thé increase  in’ . individuals’
holdmgs of securities: during 1947
was much’ greater -than' in :1946.
$4.6 billion as compared with $1.0
billion..Holdings of U. S. savings
bonds increased: $1.8 billion, with
net’acquisitions of $300 million in |
Series A-E bonds and.$1.5 billion
in “Series 'F and G bonds. Indi-,
viduals’. equity .in U..S. Govern-
.ment secutities. other .than savings
bonds. increased :by.  $1.3: billion,
reflecting. net”acquisitions. of '$400
milion -and ‘repayments of ‘bank
loans of .$900 million.-About $165
million' of thes€ net. acquisitions
represented- -issues - of Armed
Forces Leave bonds in:excess of
redemptions.  Holdings : by indi-
viduals of state and local govern-
ment, securities : increased - $300
million. :There~was..a. large .in-
crease-in-individuals’ holdings of
corporate -and. :other ‘securities
during 1947, amounting to $1.2
billion. This increase reflected net

* T In 'this "analysis. individuals’ saving
mcludes ‘unincorporated business ' saving
of the types specified in~the SEC table.
Corporate-and rovernment; saving: are-not
included. - The change in. individuals®
equity.in. government insuranceis, how-
ever, :onsxdered as pnrt of mdxv:duals’
saving.

=2 Net.of locms by bmks to mdw duals
(mludxng brokers) for: the purchasing. or
'carrying of government  securities.. There
‘wiis':$600 million of such. debt: outstand-

ing: asrof the end-of .1947.:

! 'of -Emerson: Cook: Ce::

purchases by individuals of new
corporate stock issues amounting
t0:$1.3 billion. On:the other hand,

there was.a small reductien in 0

individuals’ holdings of bonds; the
substantial net increase in out-
standing’ bond = 'issues ' being ab~
sorbed by institutions. |-
Individuals’ equity-in insurance
and' pension reserves in 1947 in-
creased- $6.6. billion as compared
with: $6.9 billion in 1946. . Equity
in private ' insurance  increased
$3.2 billion; - policy loans showed
a small increase over ‘the ‘year,
the first since 1932. Equity in gov- "
ernment insurance-increased $3.4
billion, about half in social secur-
ity. funds. Individuals’ -equity in
the National Service Life- Insur=
ance Fund increased about -$800
million,. compared with “an “in-
crease of $1.7 billion the previous
year. Equity in savings and ‘loan
associations increased $1.2 bllhon,
about the same as in 1946. ’

Mortgage debt showed a record
increase of $3.8 billion; as com-
pared with an increase of $3.3
billion "in 1946. Other consumer
debt ‘increased by $2.9 billion,as

1946, /The- in¢rease’ in' mortgage

‘debt-in' 1947 represented over 75%

of net purchases of new homes by
individuals.

During  the fourth quarter of -
1947, ‘individuals’ liquid' saving
amounted to $2.5 billion,3 a some- '

what lower rate than in the third

quarter. ' Individuals -added  $2.0
billion to their -holdings of cash
and deposits, $1.7 billion to their
equity in insurance and’ pension

: Teserves, $10 billion to their in-

vestment in securities, and $300
million to their:equity .in savings
and loan associations. Individuals’
indebtedness ‘arising from  the
purchase  of consumer goods in-
creased by $1.5 billion as com-~
pared with $400 million for the
previous quarter, while mortgage
debt rose’ by about $1.1° billion.
The $1.0 billion increase in se- .
curity investments was accounted
for by net purchased of over $700
million of ‘stock issuies and'$300
million of U.:S. savings bonds,:

3 This daes not include the mcrease in
inventories of * «

porated '

. (net of the change. in notes. and accounts
payable) ‘Although thevamount “of~ thig"« 7w
| increase; is: not; known; it.is/ helieved to:

have' been in.-the neighborhood -of- $75 ,
million-in the. fourth- quarter: of. 1947.

Belgium Bonds D»rawn‘
For Redemption

J. P. Morgan & Co. Inc. and
Guaranty Trust Company of New
York; as-Sinking Fund Adminis=
trators, aré: notifying~holders- of
Kingdom ~of " Belgium *“External
Loan 30-Year' Sinking Fund 7%
Gold Bonds due June 1, 1955, that,
through the sinking fund, $223,500
principal amount of  these :bonds
have ‘been drawn by lot. for re-
demotion on June 1, 1948 at
107%2 %, Subject to the provisions
of Executive Order No. 8389, as
amended,- the: drawn. -bonds will
be pa'd at the office of J. P. Mor-
gan & Co. Inc., or'at'the principal
office of Guaranty Trust Co of
New. York.

.

William H. Cates Opens -

‘compared” with*$3.2  billion ‘in . -

Own Offices in. Tallahasséé ol |

{Special to. THE- FINANCIAL "'CHRONTELE) .-

TALLAHASSEE:FLA —William -~

H. Cates has: opened his-own ‘of~:
fices. to-.engage-in.the: :securities -
‘business-as- an-individual »dealer: *:
He ‘was formerly VacexPresident

"
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NEws ABOUT BANKS
| "AND BANKERS

(X)NBOLEDA I’IONS

* Harold C. Strait has been elected

. Vice-President of Bankers Trust

Company -of New" York and will

: beconie head ‘of-the Rockefeller
- »-Center Office:suceeeding James 1.

Clarke :who ~becomes: Supervisor
of ‘the bank’s three: uptown 'of-
fices, it was announced.on April.7
by S. Sloan Colt; President. Mr.
Strait, who has been .an Assistant
Vice-President at the:Rockefeller
Center Office since 1946, has been

with Bankers Trust Company since | 35

1930.

= % o

. 'The East River Savings Bank of

. New York, born on Cherry Stree.

in 1848, looked- out: upon land
which sloped to the East River
less than two blecks away. ' To

“commemorate the anniversary the
“bank has arranged an-exhibit at

its Main~Office. at..26+Cortlandt
Street, featuring.a teller, in.cos-
tume, who displays . banking  in
the “quill pen”-era'and frustrates
depositors who appear:at his win-
dow, even as people were told in
the early days.of savings banking
to “Wait your turn:’. In:parallel

;1948 exhibit, a.young girl with the
“new look”: presidesiat a stream-!

iined accounting -machine, and in

ihe_best 20th Century:public re-|

lations:fashion, handles all ‘trans-

.;actions with:lightning speed. This

exhibit at the-Main:Office is..one

..of ,the several.exhibits which- the|;

‘“bank. is; presenting 'to.. depositors

“and the public to celebrate. its. an-

~niversary; -Being :100 years .old is
a serious. business;with :the East
River “Savings.:Bank;-"and they
celebrate from the date/their char-
ter ‘was..obtained, :April. 11, and{:
‘carry throughto'the:day: the bank
opened,; May 22 (Due to Saturday
holidays, the -celebration will ac-

- tually be April-12to May 21,) The

old exhibit -has a turntable signa-
ture book in:the 'style of 1848,

. when. depositors - could - see’ the

names of those above and .the book
was left open for the observation
.of those who wished to look:. To-.
day, all signatures are taken on
eards -and promptly filed away
from public view. The Museum of
the City of New York has loaned
office equipment. of.1948 for the
exhibit. Each visitor at the ex-
hibit ‘will be ‘given a souvenir
booklet which reproduces a pass-
book of a century ago 'as well as
the present-day system:

At the Rockefeller Center office

“ mementos. of former trustees will

remind depositors-of .the famous
men of the past.who. have served
on.the Board.: These men include
Daniel H. and Elisha. Brooks (of

Brooks Brothers), John.:Harper |

. (of Harper. Brothers), ‘Richard L.
-Schieffelin (son.of -‘Jacob" Schief-
"'felin, founder of the drug firm),
John Crosby. ‘Beekman : (once
owner.of the Beekman Museum)
and John Leveridge. (Second Cor-
_poration Counselor.of the City of
New: York :and  founder -of the
-bank). 274 trustees have served
the. bank in 100 years.. At each
office depositors will sign a-signa-

‘~ture: book imitating the: 1848 sig-

nature ‘book, = The.forms will:-be
-dated. “1948-2048—Your signature
today isour history. tomorrow.”
R e

Guamnty “Trust - Company = of
New York announces the appoint-’
" meht of J: Brougham-Wallace, Jr.,
as a'Vice-President. He continues

-his association »with "the ‘banking

department ‘group:that-embraces

~~the-company’s: 'business" in-States’]
-of New: York, New “Jersey, Dela-

ware, Maryland, .and the District

. of Columbia. Mr..Wallace has been

with the:-Guaranty:for:20: years;
“he was-first appomted “an officer
“in 1937, “and .has ‘been’ ,avSecond
Vice-President amce 1943,

itized for FRASER
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11905, Mr.
that the anniversary year will be
‘marked by the opening ‘next fall

At a meeting of the directors of
the ¥irst National Bank of New

York on April 13 James M.'Nicely
- was elected a " Vice=President »of

the bank:“Mr. Nicely -was Second
Vice-President™ of ‘the ~National
Bank of Commerce in New ‘York
1927-29, and has been Vice-Presi-

dent of 'the Guaranty Trust Co.of |

N. Y. since 1929. He ‘has serv:ed
the bank in various capacities, in-
cluding 3 years in France, 1932-

%

CENTRAL HAi\'OVER BANK . AND TRUST
COMPANY OF N&W YORK

Mar. 31, 48 Dec. 31,47
S $ s

Total resources. 1,556,494,716-1,630,727,835
oupocits Lo 1,417,743,348.1,492, J39 864
Cash ‘and . due
iarcm. banks .
U. 8. Govt, se-

wurity’ hold’gs
Loans and biils
(discourited o
Jndiv, profits._

# £l *

- E. Chester Gersten, President of
The Public - National Bank ‘and

410,236,261 407 _107 962
643,385,515

413,155,809
27,053,265

718,666,667

© 411,395,077
26,528,256

L Frust: Company 'of ‘New York is

receiving ~congratulationson :the

40th ‘anniversary.‘of  the .bank’s|:

founding. : Established “-April 14,
1908, the bank has enjoyed a con-

stant. growth:both. in* volume of
‘banking activity ~and resources,
which ‘exceed '$549:000,000; capital

funds are in excess-of $30 000,000:

“There: are now. 26 offices of»the
bank located throughout the’
‘Greater New' York ‘area.” In 1941

The' Public - National ':moved, ‘its
main office from 76 William Street
to:its. own buxldmg at 37 Broad
Street SRR !
#* ® #

. 'The Empire Trust Companylv of
New York announced on April;13
the election to.its board of direc-
tors of C. Kenneth Baxter; John

L. Loeb and Clendenin J.:Ryan.’

Mr. Baxter for .the past 18 years
has been in charge of the Donner
interests in' Philadelphia. He is
Vice-President. and - Treasurer  of

the 'Donner ' Corporation, ' Chair-’

man of ‘the board of Deep Rock
Qil Co. and ' a- director 'of ‘Inter-
Aational ' Silver Co.,  ACF-Brill
Motors Co. and several other cor-
porations. Mr.:Loeb, a:partner in
the New “York ‘Stock Exchange
zirm of Carl M. Loeb, Rhoades &
Co., is also' a director of Rome
Cable Corp., Rome, N. Y., and
National Radiator Co.; Johnstown,

Pa. Mr. Ryan’s business interests |

include investment banking, real
estate development, mining . and
oil exploration. He is President

and owner of Big Horn Cattle Co,

of Colorado.
# % %

On April 13 the century old
Union Square Savings Bank; of
New York, dean of financial in-
stitutions on'the Square, was host
to- more than 300 businessmen of
the Union Square area-at:a re-
ception in the bank commemorat-
ing its 100th anniversary. A book*
let narrating /both: the history of

Union Square 'and the Bank, pre-|

pared by -‘R. H. Brownell, Prest-
dent of the bank, was presented
to -each guest. Accordmg to the
story, 'the ' bank . was" founded
jointly by the New Yorki Cham-
ber of Commerce and the Mer-
cantile Library Association:
Chartered by the New York State
Legislature on April 12, 1848, -as
“The Institution for' the Savings
of  Merchants §Clerks,” ‘the ‘bank

‘has ' been ‘-a resident of : Union
- Square - since ‘1868 -and has-been

known' byits “present -title "since
Brownell”:announced

of ‘the bank’s first ‘branch:officé
at. 245 First --Avenue,- ‘near ‘14th
Street. This - office - will 'serve’thé

12,000 .. family Metropolitan - Life

Insurance ‘Company’s housing ‘de-
velopments « — Stuyvesant- Town

‘cated °

and Peter Cooper Vxllage—ln ad=
dition. to ‘the surroundmg East
Side area,

w e

George ' W. Ellis, President of
the Home 'National Bank, of Mil-
ford, Mass, for 34 years, died on
April 6.” Mr. Ellis was 85 years
old. For many years, said Milford
advices to the. Boston “Herald”
Mr. Ellis' conducted 'a hardware
business in' Milford until his re-

‘tirement ‘20 years ago. He was.a

trustee of the ~Milford ® Savings

. Bank ‘for 51 years. He became a
. director of ‘ the Home National

Bank in 1901
* £ #* .

The Fidelity-Philadelphia Trust
Company . of Philadelphia an-
nounces that it will pay-a divi-
dend of .65 cents May 14 payable
to stockholders of record April-30.
An - initial dividend of 65 cents
was paid on Feb. 13, representing
the first payment on the new $20
par ‘stock. after ‘the five-for-one
split-up, which became effective
Jan.'29. It was noted in our Jan.
29 issue,.page 524, that while the

-authorized capital stock of the in-
‘stitution remains unchanged . at

$6,700.000, . the - 'stockholders on
Jan. 20 approved .a five-for-one
stock.: split, whereby the 67,000
shares. of  $100 par stock were
changed to 335,000 shares of $20
par each. |

B B :!; s

* Stockholders of . the Fidelity
Trust Company of Pittsburgh, Pa.,
at a'special meeting on ‘April 7,
approved an-increase:in cap‘ital
stock from $2,000,000.to $2,500,000,

‘and ‘as a result, it was planned to

pay a stock dividend of '25% on
April 15. Advices "to 'this ‘effect
were contained in the Pittsburgh
“Post .Gazette” -of April 8, which
added that. stockholders also
elected J. D. A. Morrow a direc~
tor.. He. is President of ‘the -Joy
Manufacturlng Company.

PR ot S

“The death on April 9 of John R.

Haven Vice-President of the Re+|’
public  Nationab*Bank  of Dallas;|’

Tex.; 'was reporfed-in the Dallas
“Times-Herald” of the 10th’inst.

-from which the following is taken:

““Mr. Haven began his banking

“career in 1898 with the National

Bank in Denison, where he was
born. When the First State Bank
was. ' organized - there, he  was
elected Vice-President and Cash-
ier, a post he held for 10 years.
He then returned to the National
Bank as' Vice-President. 'In 1922,
Mr. Haven came to Dallas to be-
come Vice-President of Republic,
He had been in the banking busi-
ness continuously for 50 years.”

Mr. Haven was 70 years of age.

" fd 2%

The Anglo California ‘National |

Bank ‘of San Francisco observed
its {75th anniversary on ' April 5.
One of the old banks of the West,
the Anglo, officially. recognizes its
date 'of ~origin as April 5, 1873,
when the Anglo-Californian Bank;
Limited, - was - established. How-
ever, it is announced by the bank,
the roots of the institution may be |
traced-back farther in early Cali-

‘fornia‘ history. «The ' bank is an

outgrowth of an importing busi-
ness ‘established in San Francisco
in ‘1850 by J. & W. Seligman &
Company, merchants and bankers.
The “bank early became closely

'identified ‘with the financing of

foreign trade and the development
of ‘western business. In 1909 the
Anglo-Californian Bank was
merged  ‘'with  another. old = San
Francisco. institution, the London
Paris National Bank, to form the
Anglo & 'London Paris National
Bank. 'In 1932 this bank and its

'related trust and savings institu-

tion, " the Anglo-California Trust
Company, ‘combined ‘to form the
present Anglo California National
Bank. The Anglo Bank today has
24 ‘offices. The head office is lo-
in . San Francisco, .and
branches are located in various
cities: i “California.. The institu-
tion ‘has’ assets of -approximately
one-half billion ‘dollars, ‘Allard A.
Calkins is President,

i t1563) ez,".

Our Reporter on Govemments

By JOHN T. CHIPPENDALE JR

Although signs of caution are appearing here and there in the ]
govemment market, a constructive attitude toward pmces is ‘still ~
in evidence espec1a11v in the longer end of the list. ., , ; While some '
issues may have.gone ahead a bit rapidly and profit-taking is to be
expected with advancing quotations, the underlying demand is sub-
stantial enough to indicate that only, minor setbacks-are to: be antic—
ipated if and when they may develop.:. ... Investors are still anxious
to .employ funds in the most productxve Treasury obligations, which
are the longer-term issues.

The ineligibles ha.ve come to the forefront to give the bank
: issues competition, but this is not-due to any decrease in inter-
est in- the higher income ' eligibles. The lowest premium
issues are ‘still the sought after obhgahons among the restricted
bonds, with the eligibles due from 1951 on, getting the bulk of
the buying. . . .

RATE CHANGE?

Short-term interest rates contmue in the forefront ‘of discussions
in the ‘money markets, because of the narrowness of the spread be-
tween the return available in Treasury bills and certificates of indebi-
edness, The small differential in yield between the shortest maturity :
and the 12 months onligation seems to indicate a-change in return °
on certificates, sometime in the future, to 1% %. What has 'the
market concerned is when: is the higher return hkely {o be' avail-
able. in ‘the 'yearly maturity? . Accordingly, ‘the bill rate and
“Federals” bids on outstandmg Lertlflcates are being watched very ;
closely for clues to short-term rate changes. .. .

Assuming that the ceitificate, rate goes to- 114 9% on June. 1

or July 1, is it going to make so much difference to the govern-

" ment .bond market as a whole? . '« . Maturities ' through -1951

could be affected slightly. . . . However, by the time a' change

. might be made in' the certificale rate it is believed the market

i for short bonds will be. pretty well adjusted to the new condi-

‘“tions. , .', As for the longer maturities any price weakness that

' might develop would undoubtedly be looked upon as a buying
. opporfunity. ;" . .

LONG MATURITIES FAVORED ;s

Maintenance of income is still very important to financial msti—
tutions and thisis responsible-.for the better tonein the longer
maturmes of - Treasury obligations. . Considerable switching goes
on in portfolios with these reinvestments still going into the higher
income obligations. . . ./ While it is-getting more difficult to forecast
the market :action ‘of Treasuries because of the ‘many ‘conditioning
factors, the opinion of most well-mformed money market ifollowers
is that the demand.for the longer government obligations should be
good for. at least the next'month and a half, .

By the middle. of the year, income fax payments will again

. have 'a restricting influence -upon . the money . markets, while

; some of ‘the ‘domestic and ‘international forces, should be being

{ felt fromthe monetary :standpoint, ... , A better gauge of eco-

. nomic conditions should also be possible by that time. , i+ « Like=
.+ wise, the policy of the monetary authorities might be more defi-

i nite by the time June rolls around. . ., Despite the imponderable
., in the situation it is believed in many quarters of the financial
: district that the more distant maturities of the Treasuries will
. continue to show a firm to somewhat lugher price trend:for the '

“next: month or S0, ., ..

SMALL: SUI’PLY

. The floating supply of government bonds continues light with
dealers’ positions on the small.side, but this should not be taken toa
seriously from a market trend stdndpomt because the powers. that
be have plenty of long-term bonds that can be used to meet. enlarged
demands.”, ; . ‘As tc'when the authorities might let out bonds is any-
one’s gue=s, although the -feeling 'seems: to be quite:prevalent ‘that
as long ag. the market. does not get wild on the up side only minor
amounts will be sold; just enough to keep' the market orderly, ... .
A buoyant government ‘market is-. still con51dered an’ important
money market factor. ., .

“What about the partmlly-exempt issues? ., . Prlce advances

_haye ‘been’ very substantial in certain of these obligations, be-

cause of the oversold position and the covering of shorts, . ., .

. While ‘the supply ‘of tax protected issues is limited, some of the:

irecent purchasers of ‘these securities were evidently -of the type "
:that ‘would not be: averse to taking profits on at least'a portion:

of their holdings.”.-. ;. On the other hand, it is indicated long-~

. term holders of: the partially- exempts would not be inclined to

disturb ‘positions,’ even with pnce a,djustments. L

RESERVE REQUIREMENTS

One of the many question marks in the money markets is what..
is going to be done about reserve requirements in the Central Reserva
cities? ;. .'Some:are 'looking for a further upping of these require~
ments' in- the not too distant future, . Others believe that it will
be ‘some tlme before ‘there will be changes in the large city reserve
positions. - ¢ This talk-could agam be ’ “Open Mouth Operations’™
with a purpose behind it,

Bond Club of Toledo

[

‘, Co.; Guerdon D. Smith; Leonard - :
C. Cooper;  Ross - Harris; . W. D. .
.| Williams, of Ryan, Sutherland &

Elects New Officers -

TOLEDO, OHIO — The Bond
Club of Toledo has elected E. F.
Heydinger of Roose & Company,
President for :the ensuing year;
Guerdon D. ' Smith, of Collin
Norton & Company,  as  -Vice-
President; Leonard C. Cooper, of
Goshia & Company, as Treasurer,
and Ross Harris, of :Stranahan,
Harris & Co. Inc.-as Secretary.

The Board of Governors elected
for the current fiscal year are:
Edward ' F. .Heydinger, Roose &

Company;” William -J. Smith, of
Bell & ‘Beckwith Company; P. P.
Prudden, ‘Jr., of Foster Brotherz., %
Young & Company ;

Chalrmen of the various com~ :
mittees are:

Burt T. Ryan, of Ryan, Suther-
land & Company;. entertainment; '}
Den - Craft, of Collin Norton &
Company, membership and. pub--
licity; Tom E. Cox, of McDonald. |
& Company, leglslatlve, and . Cal-.:"
vin' “M. . Yeasting, "6f ‘Ford R.::
Weber & Company, finance. .
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By JOHN DUTTON

New York City Security Dealers placed some very attractive
advertising before the investing public last week. Notable was the
emphasis upon small single and double column ads that weére pro-
jected toward bringing in definite and interested leads.

‘An analysis of the competition that every investmeqt dealer
iaces in his own territory will usually show that most of his poten-
tial customers who. are now placing their funds in other forms of
investment are doing this because they do not appreciate the oppor-

" tumties which abound in the securities markets. It is not that the
Savings Banks, Building and Loans, or the Life Insurance companies

. have a more attractive medium of investment to offer. They have
done a better job of advertising their products, and of sales promo-
tion over the years, than the investment industry has accomplished.

- They have stressed the ADVANTAGES OF THEIR PARTICULAR
PRODUCT, namely safety of principal and liquidity. But there are
soft spots in the Life Insurance, Building and Loan, and Savings
Bank type of investment, Not the least of these is the almost neg-
ligible income return which they provide,

It is our opinion that securities dealers should NEVER try
to compete directly with the savings banks and insurance. com-
panies, That type of investment has its place, and the wide usage
of such investments by practicaliy everyone today is an acknowl-
edged recommendation of their worth, But there are surplus funds
in every nook and corner of this country that should now be going
into_attractive securities. For yield and appreciation, stocks and
bonds today have no competition from any other form of investment.

Following are examples of advertising which appeared .in the
New York press over the signatures of progressive retail security
organiz_ations and illustrate the exceptional use of both income and
appreciation, as bids. for inquiries from investors who may have an
interest in this type of investment, _ [ 4

| $3. ELECTRONICS STOCK PAYS 10%
= PLUS. APPRECIATION OPPORTUNITY
Capacity operations and six months’ backlog ‘of profit-
able orders assure continued good. earnings for this
unlisted  equity. 5
¢ Ask for‘Special Bulletin E

119, YIELD
: . (Based on-1947 dividends)-
- A'leader in its field, this company’s common stock is
. bresently selling at 2.1 limes’earnings, with excellent
future prospects.’.  Our memorandum on request.

BARGAINS IN BONDS
$1,000 par cost $600. . Annual interest will be paid May
Ist.. Obligation of New England company established
1835; as§et§ $260 million, Increase your income now.
: ! Information free on request.

DO YOU WANT INCOME? ., . .

A company " with 86 years of consecutive dividend
payments. Common stock paid $6 in 1947. This is our
suggestion to you for a sound investment. - Our memo

] i T9 on request. i

: LIST OF 40 STOCKS
which have paid dividends every -year for 50 years.
Some of these 'stocks can be 'purchased ‘ to _yield 8%
.return. List free on request.

.~ The foregoing advertisements were two. inch single  column,
except the first one which used two-inch double column space. They
illustrate - forcefully . the eéxceptional opportunities  for - investment
offered in the securities markets today, ;

Paul A, Just New Wilh

Shearson, Hammill Go,

(Bpecial to THe PinanciaL ‘Curontoie) =,

CHICAGO, ILL—Paul A, Just
has become associated with Shear-
son, Hammill & Co., 208 South La
Salle Street, He ‘was formerly
with Daniel F, Rice & Co. in their
Chicago and Florida offices. Prior
thereto he ‘was a partner in Car-
ter H, Harrison & Co, - - = -

Ormond E. Laird Wilh
C. D. Mahoney & Co.

(8pecial to THE FINANCIAL CHRONICLE)

MINNEAPOLIS, MINN, — Or-
mond E, Laird has again become
associated with C. D. Mahoney &
Co., Roanoke -Building, members

of the Minneapolis-St, Paul. Stock

Exchange.. Mr, Laird 'was former-
ly. secretary -of Frank & Belden,
Inc. = - 0%

3

, “Chicago

{ -",ngr-thefCoq_nt'er;Qulotat'ion Services
oo . For35Years ..

3 i 2

ot s W Yo A Y,

San Francisco -

(Continued from page 14)
at a loss of only 16 basis points
of income. However, on the ex-
change it would shorten maturity
by three years.and would gain
immediate. bank-eligibility instead
of a call on eligibility 4% years
later. As another example on De-
cember 31 ‘the Victory 2%s could
have been exchanged for bank-
eligible 2%s of the same maturity
at a cost of only 34 of a point.

, Undoubtedly there will be those
among you who question how
much, if anything, you would be
willing .to pay for immediate
bank-eligibility, .and naturally
this is a question for individual
judgment, Furthermore, one has
to admit the seemingly remote
possibility of circumstances aris-
ing which could cause the eligi-
ble bonds to sell close to price
.parity with comparable ineligible
issues, - allhough . such circum=
staneces probably would be the re-
sult of price levels artificially
fixed by government authorities.
However, I ‘can only state my
personal feeling that ,if I were
handling a savings bank portfolio,
I would. prefer the-probable bet-
ter marketability - inherent * in

commercial bank eligibility over
a period of years, and I would be
willing “to ‘pay  a reasonable

MODEL

1,000,000 (10%)
2,000,000 (20% )
1,000,000 (10%) U.
1,000,000 (10%) U.
" 1,000,000 (10%) U.
2,000,000 (20%) U

$10,000,000

R » vhanteatt U i Average, Yield

| i ; Average Maturity -
Average to Call Date -10 years 2 months

Prices and Yields:as of ‘March 31, 1948

$2,000,000 (20%) U.
+ -1,000.060- (10%) U
2,000,000 ' (20%) U
1,000,000 (10%) U
1,000,000 (10%) U.
1,000,000. (10% ). U.
2,000,000 (20%) U

$10,000,000

YIELD"
%
250+

225w

. zm.

i [EEE i

.S. 1% % Certificates._____._____._.._.
.S, Treas. 2s of 12-15-54/52

.S. Treas. 2¥%s of 9-15-59/56
.S.Series G-and A Bonds
.S,
s
JS.

Average Yield
Average Maturity
Average to Call Date =10 years

GROSS YIELD OF TAXA

sRsgiE¢
S (W SN [T T T "

amount for that feature, What
constitutes a “reasonable amount”
is again a matter of individual
judgment, but my personal feeling
was, and is now, that the pay-up
at the end of the year was defi-
nitely within reasonable bounds.

Wtile three months is too short
a period for conclusive proof, the
history of what has happened
since the year-end would seem to
give at least tentative evidence
that the December 31 curve was
artificial ‘and " had - undoubtedly
over-penalized the intermediate-
term bonds and particularly the
bank-eligible issues. If you will
look at the middle line on the
yield curve, you will find the
yields at the end of March. You
will ‘notice that this curve has to
some extent taken out the “bend”
in the December curve at the
1956  call dates has created a
straighter line; and has reflected
the ~considerably better market
action’ of the bank-eligible issues
than of the ineligible issues.

A Model Portfolio
.As a third and final major point
of discussion I suggest that we try
to translate-our study of the yield
curve into a practical application
of that curve to a savings bank
portfolio. After a change as dras-

PORTFOLIO OF GOVERNMENT

Prices and Yields as of December 31, 1947

Price
100.044

.Treas. 2Ys of 9-15-59/56
Series G and A Bonds

2,021,250
$10,081,505

2.03%
13 years

Price:
100.034

Treas. 2%s of 6-15-67/62
Treas. 21s of 6-15-60/64-___
Treas; 2%s of 9-15-72’/67--_-

$10,108,180 °

2.00%

T
i I ]

i i t

21,000,000

BLE BONDS

Savings Banks and Liquidity of
~ U.S. Government Bonds

tic as that which took place be-
tween September and December,
I think every banker would be
well advised to draw a new yield .
curve, to take a blank sheet of
paper, and to set down on that

would invest his funds at the new

levels if he were starting from .
scratch. Because I am suggesting

that to you, you in turn have a

right to ask me the same thing,

and that is what has been' at-

tempted on the other sheet which.-
has been handed to you. .

In order to have some objective
in the preparation of such a theo-
retical portfolio, it is necessary to
choose an average earning rate
which the banker feels is advisa-
ble to seek. For the purpose of:
this study a rate of approximately® .
2% hLas been chosen for two rea-.
sons. - First, it is the rate which
the, average portfolio of your
banks was earning “at market” at.
the time of our meeting together
in 1946, so it must have repre-:
sented what your banks as a whole
believed adequate at that time.
Second, ‘because it is 80% of the:
highest rate you could earn on a*

portfolio of all long-term bonds,’
I feel that it'is on the liberal side’
and that any rate higher than 2%
would  give you inadequate lig-' .

ISSUES

Yield x Cost

$21,610
17,608
42,141
25,000 -~
24,312

- 24,595
49,110

$204,376

< Cost

$2,000,880
1,011,875
2,026,250

1,013,125
1,008,125

9 days

Yield
1.09%
1.71%
2.00%
2.50%

- 2.36% -
2.42%
2.40% .

" Cost

$2,009,680
1,013,125 :
2,038,750
1,000,000
1,016,875
1,009,375
2,029,375

Yield x Cost
1$21,807
17.324
40,775
25,000
23.998
24,427
48,705

$202,036

12 years 9 months 19 days
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paper- the manner in which he .
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uidity and inadequate protection
against any possible- upward
change in money rates.

To .my mind the. significant
.point is that, on the yietd curve
at the end of the year which we
. have just been studying, a sav-
ings bank could have made a
major shift from the long-term
position which seems to be typical
of the savings banks in the coun-
try as a whole, without decreasing
its yicld below an average of 2%.
This is brought out at tne top of
the sheet where a theoretical port-
folio of a $10. million bank has
been offered f{or your considera-
tion-at prices and yields of De-
-cember 31. The following points
are of particular interést. s

20% of the portfolio is in cer-
tificates and 1% in fairly short-
term bonds, which seems desir-
able because on this end of the
list might well fall the triple re-
sponsibility of - offsetting  deposit
withdrawals, of providing funds
for' increased mortgage demand,
and - ‘of = providing purchasing
power in the event of lower bond
prices. 20% of the portfolio has
been " assigned ' 'to ‘the ' 2¥s of
1959/56 because of what we found
to be their greatly increased ‘at-
tractiveness on the yield curve’'at
the end of the year. In a $10 mil=
lion “bank "i; was ‘assumed that
10% ‘might glready be invested in
series *G” - and- “A”:bonds, -al-

though 'naturally - this. percentage.

would - be - lower, in. the . larger
banks. Following out the thought
previously -expressed 'of - buying
commercial bank eligibility when
comparatively little premium has
to be paid for that feature, 20%
has bren placed in the bank-elig-
ible 21%s ‘of 1972/67 ‘and ‘the’ re-
maining 20% has been placed-in
the - short-term * ineligible " issues
- which ' become:eligible ' in' 1952
and 1953, . Let us grant im-
mediately -that no:. portfolio: can
be suggested which will 'fit ‘the
' needs of each and every bank and
that this ' particular portfolio is
distinetly unorthodox as measured
against the average portfolio held
by savings banks generally.

Frankly, no apology is offered for|”
the 1act that it is unorthodox be-|.

cause it is presented. to you
primarily as a provocative and as
a challenging maturity distribu-
tion which you may care to com-
pare with you own position, ' Its
advantages may be summed up as
follows: "It produces a yield at
market of 2%; between 55% and
60% of it is “callable within ten
years ‘depending upon the matu-
rity of' your series. “G” ‘bonds;
70% of the issues are eligible for
commercial bank " purchase. im-
mediately; and of the remaining
30%, 10% represents series “G”
and “A” bonds.

Because our siudy of the yield
curves . stressed , particularly the
change which took place between
September and December, this
portfolio has been shown first on
the basis of year-end yields. Our
study of the curves has indicated
that the bank-eligibie bonds have
had some rise in price since that
time, so it may be that you will
not feel justified in following up
that bank-eligible ‘market to the
exteni. of the percentages indi-
cated in this theoretical portfolio.
That is a matier of market guess
work which must be left to the
individual buyer, bui I would now
call your atteation to the figures
at'the bottom of the sheet wnich
show the' same: portfolio ‘with
prices and yields of March 31. To
me the significant {act is that the
average yield on the whole port-
folio has decreased. only 3 basis
points  in spite of the concentra-
tion in bank-eligible issues. and in
spite of the price increase in those

 issues. ; ‘-
The average savings bank today |-

evidently feels justified in putting
74% of its account in. long-term
ineligible bonds' and on such:a
porifolio ‘probably  receives an
average- return . in the neighbor-
hood of 214 %. As my contribution
to your discussion today I can on-
ly suggest a personal preference
for a much shorter-term portfolio,
more heavily weighted with bank-
eligible securities, but still yield-
ing an average of 2%. i

- Observations

i ; : (Continued from page 5)
the resulting substantial budgetary surplus eliminates the revenue-

need.excuse, ;

Actually, as with all",“réfbrm,” this . tax must be regarded as an

.additional wedge in the long confiscation process. ‘The British.Labor

party has been.advocating a capital levy ever since- World War 1,
“but has been content to hold off pending the demolition of incomes
through the progressive raising of the tax to.a maximum- of 97% %.
No one on either side of 'the Atlantic can doubt that not only will
the new tax be recurrent, but that it will be Jevied in ever more
punitive degrees. “It is seldom that liberty of any kind is lost all at
once,” wrote David Hume: two centuries ago, ‘

% . P #

: ©:. The Fantasy of “The Centre” g

: We should ‘above all: realize that this British tax.is not just a
minor :incident,” but another™ manifestation of a’ continuing' trend!
This process has been most-clearly depicted by a distinguished visitor
now: in’ this country, Professor F. A. Hayek, who has literally seen
“it happen” in: other parts:of the world. ' As this noted Austrian
econom:st now living in England ‘wrote some years ago, in pointing
out the fatal danger:of unwittingly entering into full collectivism
through,thehbac'k-'door:of'bastardized socialism*; ““If 'we' are, never-
gheless, rapidly moving toward -such a state: [authoritarian], this
is largely:because modst. people still believe that it must be possible
to find some middle way: between ‘atomistic’ competition and cen-
tral direction.’ Nothing, indeed, seems at: first' more plausible, ‘or

is ‘more 'likely. to appeal: to reasonable  people; than the idea that|

our: goal;must be neither the extreme decentralization of free com-
petition. nor the complete centralization of a single-plan, but some
Jjudicious: mixture (of the: two methods. ' Yet; mere common:sense

proves: aitreach__erous :guide in this field.  Although competition can| !

bear:'some-admixture’ of “regulation, it cannot be combined with
planning to any extent 'we“.lvike,wi'thout ceasing to act as an effective
" guide ' toproduction. . Nor ‘is’ ‘planning’ a_medicine which, taken in
small ‘doses, can. produce thé effects for which one might hope from
5 itsAthomughgoing"\fa‘pplication’;:‘. Both competition and central direc-
tion: become-poor and -inefficient: tools if they are-incomplete; they
are alternative’ principles’ used’ to'solve’ the same problem; and a
mixture: of: the two’means that neither will really ‘work and that

. the result will be worse thanif either system had: been’ consistently

’relied'upbn.' Or,to expréss it differently, planning ‘and competition
. can: be combined only by ‘planning for competition but not by plan-
ning,ag_ainst competition.” . . bt

U #“The Road to Serfdbm,”"by‘Friedric/h A. Hayek, University of
Chicago Press, 1944, p- 42. : g

- Exchange Strike Continues

 Operations on- both N.Y.S.E. and Curb go on without difficulties -
and Schram points out strike conditions have increased efficiency

_ and reduced operating costs."
conciliation efforts fail.

Exchanges report arbitration and -
N.Y.S.

E. reports loss in first quarter.

The strike of employees of the New: York Stock Exch“ange and
the.New York Curb has continued during the-week, but with little
excitement or disturbance, and operations of both organizations were

reported near normal.
work have

Slight ‘additions to employees reporting for

been reported
from day to
today. Accord-
ing to a state-
mentissued
by Emil-,
Schram, Pres-
ident of the
New York
Stock E x-
change, on
April - 7, the
public’s . secu-
rity' - transac-
tions are:
being ex-
ecuted with
normal speed :
and efficiency. This is made pos-
sible, of course, he added, by the
splendid cooperation of members,
governors, floor -officials, “allied
members “and the personnel of
member firms and of the Stock

Exchange, all working as'a-well-
coordinated unit, The four:mem-
ber firms that are being picketed
out of a total of 608, are handling
the orders of their customers ex-
peditiously. These four houses are
gradually replacing the employees
who went ‘on strike, and report
that their operations today - are
virtually back to normal.

In connection with the effect of
the strike on the Exchange’s effi-
ciency Mr. Schram stated: -

' “I am glad to say that, in many
instances, the application of emer-
gency procedures, ‘for example,
floor- comparisons, ‘have been so
satisfactory that some .of the in-
novations introduced will become
permanent, resulting in increased
efficiency and in reduced operat-
ing costs. This is a matter which
will be discussed by our. Board of
Governors -at- its weekly meeting
tomorrow, Thursday. In this con-
nection' the Board will welcome
suggestions from the membership.
All of us have gained experience]
that will be useful in continuing
the smooth operation. of .all de-
partments of our organization.

“The service of the Quotation
Department. .to - members .and
member : firms - continues- to im-
prove.  This department has.ex-
panded : its list’ of active stocks
that: . are . continuously quoted,
from 225 .to 300. Supplementing

» Emil Schram

‘this, bids and offers are printed

throughout the day on the stock
ticker. This addition to the Quo-
tation . Department’s - service "has
been commended widely, as has
the extraordinary efficiency with
which the Ticker Department has
operated. U
“It .will" be interesting to the
membership  to "learn that  the
Stock Clearing Corporation; under
modified procedure, is now oper-
ating on a 100% basis with a small
part of its regular staff.

_“At the time preparations. were
NEW YORK STOCK EXCHANGE

Condensed Comparative Statement of Income and Expenses.

LAT i AT I

INCOME;

hership: dues

Other direct charges to members-and mem-
ber’ firms G CA S S LA

Listing ' fees ; #3ir)

All “other ‘income i

M

EXPENSES:, ot iy R
Ealarfes. and wages. p g
Advertising - . .

Taxes (excluding Federal Income TaX).. .. :
All other expense {other than-dépreciation |

and Federal Income .Tax) iy
Excéss of Income - over Expenses; - before
depreciation and Federal: Income. Tax.
... Depreciation o s

Provision for Federal Income TaX ...’

NET LOSS OR PROFIT....._..__
- *Denotes 108s.. DR :

(7! §1,651,224.65  $1,717.967.98

being made to meet the threatened
strike, it was believed the Stock
Clearing Corporation would pro-
vide only.a limited amount of

¥ sérvice to. its clearing members.
31 Daily since 'the outset of 'the

strike, the Corporation has been
increasing the scope of its serv-
ices. On-the first day, instead of
only handling deliveries’ of se-
curities, the procedures were en-
larged to provide a daily clear-
ance of contracts made by mem-
bers on the floor..On Monday of
this 'week; the: procedures were
further enlarged to provide clear-
ing members with a daily money
settlement. In addition, other in-
cidental services which have been

‘restored. include conducting com-

mission: bill settlements, collec-
tion of Federal and State transfer
taxes, and the daily accumulation
of  statistical information. It. was
found - expedient ‘to ‘modify some
of the. normal operating proce-
dures: and; in doing so, many new
ideas have been:developed which
unquestionably will result in .a
considerable change in the method
of ' conducting - the. Corporation’s
operations.” it .

Similarly, the ' Curb' Exchange
announced approach to normal op-
erations and on April 10 its quota-
tion department effected a partial
resumption of ‘its telephone:quo-
tation service to 'member: firms:
The department had not.'been in
operation * during -’ the ' current
strike, - - o ¢

Codes 4, 5, 6 and 8 of the Curb
quotation department’'s service
were reopened, making available
to member firms and their" cus-
tomers by telephone bid and #sked
prices ' on 367 stock issues traded
at seven trading posts on the floor
of the exchange. :

Stock quotations on the remain-
ing Curb Exchange issues, it is
said, will continue to be published
as fully as possible. on the Curb
ticker tape. ' .

No. progress is reported either
by ‘the “Big Board” or the Curb
Exchange in the conciliation. ef-
forts made by the Federal agents.
‘According to Mr. Schram, ‘“very
little- ‘progress has  been made
since the outset of the talks, which
began in December. The union is
adamant in its demands for:a
union ‘shop and' for an arrange-
ment under which members of the
union would - refuse - to. handle
public’ customers§’ orders of mem-;
ber - firms with ‘which the union
may claim to have a.dispute. The
Exchange:cannot,-as I have told
the ‘union time'and again,” meet
such demands. I' repeat that, as a
matter ~of fixed policy, the Ex-
change has never discharged any
employee for joining a union or

-| for- refusing .to join a -union.. As

these - discussions continue; with
AND AFFILIATED COMPANIES

Three Months Ended

.+ Mar, 21, 1948 Dec. 31, 1947 - Mar. 31, 1947

$257,812.50

"'959,564.63
238411126
246,982.12

$257,812.50

.903,228.71
237,060.00
281,844.80
$1,679,946.01

$17.995,994.04
131,977.01
154,217.75

369,035,853,

$257,812,50.
929,984.35
* 444,265.00
©256,53746
1,702,170.51
.1,000,161.12
134,615.33
.180,003.32
. 338,854.54
$1,653,634.31
" 49,136:20

| J=—+134,933.35
(See Note)

 $1,888,509,31

1,094,757.82
65,948.90
139,374.44

- .+417,886.82

.-~ 170,631.33
~138,295.46

© -28;721:36
—135,779.67.
- (Sce Note) -

©$107,058.31 .

532,335.374-

| NOTE—The losses shown. for 1947 and 1948 periods do not reflect the ‘applicable

portions of the: eslimatled recovery
Back” provisions,

of Federal Income. Tax through-the -“Loss Carry-

IA85,197:15 1 4,01
"] dotte’ A stock or  common stock:
not later. than three ‘years after. .4

no  apparent . progress, it
evident that the union’s conti
insistence .on ‘thé union ‘shop and
the right to refuse to ‘handle’
‘struck work’ indicates a strategy

tempt to involve the Exchange in
the relations of member firms

New . York City but throughoui
the country as well.” R
On April 13 the Central Trades

the American Federation of Labox

W, Kheel, :director of the City’s -
Division of Labor Relations,. ‘to

tempt a settlement.

N.Y.S.E. Reports Deficit -

Without reference to' the em-
ployees’ strike, which did not ma-
terialize until the end of the month, -
the New York Stock Exchange and- -
affiliated companies on April 13
reported a net loss of $107,058 :
for’' the ' three ‘months ‘ended: (gt ;
March 31, against a net profit oy
$32,336 -for the previous ‘three. .
months and a net loss of $85,797
in the first quarter of 1947.

Sharehoiders Trust
Stock Placed on Marke!.

An offering of 500,000 shares of
$1-par value .of the Shareholders:
Trust ‘of Boston ‘was made April:
13 through an underwriting group-
headed by Harriman-Ripley & Co:
The initial offering will be:lim~
ited to 30 days. ' . T i

- The offering price to'the public-
will be as follows: On each unit.
sale under $50,000, $20.83 a share;
on each unit sale of $50,000 or
more’ but under $100,000, $20.62 a
share; on each unit sale of $100,000 '
or more, $20.41 a share, . These
prices are equal to net proceeds to~
the Trust from the financing of
$20 a share plus underwriting- dis-
counts and commissions equal re-
spectively to 4%, 3%. and 2% of
the public offering, price. . A

Expenses, in connection with or-.
ganization of the Trust will' be
paid by John P. Chase, Inc., of
Boston, .and all expenses of regis-.
tration, issue and sale will be paid
by :the ‘underwriters.

Associates -in. the ‘offering in-
¢lude Hayden, Stone & Co.; Pipex

| Jaffray & Hopwood; Estabrook &: .

Co.; Tucker, Anthony & Co.; the
Pacific. Company . of..California;
the ' Columbia. 'Investment: .Co.;
Bosworth, Sullivan' & : Co.;: Hay-
den, Miller & Co.-: ™ R

Solay American Sioo‘k, |
Placed on Market

An underwriting group headed *
by Lazard Freres & Co. and Har-"-
riman_ Ripley & Co. on. April 13
offered 200,000 shares of Solvay
American - Corp. 4% cumulative.
preferred stock, $100 par. value,
priced at $100 a
dividends. -

- The. stock .is convertible up- to-:
March 31, 1968, into Allied Chem--- °

the rate of 46-100ths of share of:

"Allied Chemical for. each share of
Solvay preferred. :

“Solvay American Corp., formed

part of the United States invest-
ments of its parent, North Ameri-
ican ‘Solvay, Inc., which is itself
beneficially. owned by - Solvay -& .~
Cie, of Brussells, will apply net:

proeeeds from the sale of its pre~
ferred stock primarily to the pur-.
chase; .at $42.80 per share, 0f
297,897 shares of Wyandotte Chem-'
icals Corp. class A stock. Solvay
‘American has contracted to make:
additional " investments, between.
$4,000,000 and $5,750,000,in Wyan-

the date of the initial investment,

on the part of the union to at+. /.
with their ‘personnel, not only irn -;1{_‘ i
and Labor Council, main body of .
in New York City, asked Theodore: .. '

intervene in the strike and at— .7~

share and accrued.. . \;E“,

ical & Dye Corp. common stock at. %

recently to: take over:ihe majoyr: =
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Compehuve Bidding—Barrier to
Utilities Financing

(Continued from first page)

all require substant‘al amounts of
new capital. Naturally,, our
primary concern is with the' fu-
ture, but in order to appraise the
future intelligently, it might be
enlightening to review briefly a
little past history.

Starting something over 25
years ago, in the period which
may he roughly bracketed by the
years 1920 to 1932, a number of
large utility holding companies
reached the peak of their in-
fluence. During this period per-
haps hundreds of small operating
units were merged into or pur-
chased by larger operating units.
Distribution = systems were ex-
tended to communities and areas
which had not previously enjoyed
central station electric service.
At the same time these expand-
ing operating units became parts
of the various. holding company
groups,

During the early part ‘of this

period; that is, in the early 1920,
capital requirements for the very
rapidly expanding industry were
provided, generally speaking,
through the sale of first mortgage
bonds, preferred stock, .and
through the reinvestment of sur-
plus cash from profitable -opera=
tions. The mortgage bonds rarely
carried an interest rate of lower
than 5% and there are many ex-
amples of 7% and even 8% cou-
pons. . Generally speaking, these
bonds were sold to-seeurity deai-
ers who, in turn, distgibuted~them
to iinvestors — for -sheergewpart,
. private - investors—ower-a period
of months.: The customary un-
derwriting commission was 4%.
‘The preferred stocks in most in-
stances ‘were sold locally in-and
adjacent to the territories served
‘to customers and employees.
Thev usyally carried .4 dividend
of 6% or 7‘; To relate these
interest and dividend rates to a
basic. fact, it should be observed
that in . 1921 the -ongest-term
U. S. Government bends paid the
investor a yield of about 5%, in
1924 of about 4% ‘and in 1927 of
about 3% %,

Era of Public Utility Growth

This era was one of ‘great
growth, | In the last half:of the
era we are discussing—that is,
from approxlmately 1925 to 1932—
the raising of the vast amounts of
capifal required was largely car-
ried on through the medium of
the. holding companies. = There
was some first mortgage bond fi-
nancing by operating companies,
but the customer-ownership cam-
paigns for the sale of preferred
stock of the operating companies
fell off. The holding companies
vcreated and marketed to the pub-
lic, through security dealers, vari-
ous forms of debt and preferred
stock, ‘as well as ‘common stock.
Proceeds from the holdmg com-
pany securities ‘were used in part

1o finance the operating compa-
nies and in part to make acquisi-
tions of -additional operating com-
panies. By the end of this era of
increasing influence by holding
companies, nractically all matters
relating to financing had come to
be the responsibility of the hold-
ing company officials—principally
in New York and Chicago. The
senior officers . of the operating
companies in the holding company
groups were fully occupied with
questions relating to operating
problems, such -as public rela-
tions, rates, franchises, operating
personnel and construction pro-
_grams. No doubt the senior exec-
utives of the operating companies

“ were entirely happy to have the
money-raising function handled
for them by father or grandfather
or great grandfather,

During the period bracketed by
the years 1932 and 1945 there was
‘-a‘relatively small amount of new
capital raised for the electric light

~and power industry, Of course,
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the industry .did an enormous
amount of financing, but it was
predominantly for refunding pur-
poses. - During this period practi-
cally every operating company
bond and preferred stock which
had been created and sold during
the preceding era was refunded,
and in many cases re-refunded.
The rent paid in the form of in-
terest and preferred stock divi-
dends for the capital invested in
the industry was very sharply
reduced,

Many of the refunding. opera-
tions. provided a relatively small
amount of new capital as a by-
nroduct, but, as I have observed,
the aggregate amount of new can~
ital raised for the industrv during
this period was small. There are
<everal reasons for this. Perhaps
the most important reasons are:
first, during the depression perind
requirements for capital expendi-
tures of operating utility comna-
nies were such that depreciation,
amortization and other non-cash
charges were in many instances
cufficient to provxde the necessary
funds. - -

A second reason can be traced
to the enormous additions to the
central station capacity in certain
sections of the .country which
were financed and constructed by
the ' Federal . Government or' by
political . subdivisions,  The out-
standing and widely known addi-
tions. are of course those of the
Tenpessee Valley  Authority and
the Bonneville Power Adminis~
tration, as wéll as the Hoover:
Dam, but as you gentlemen know,
there are many others which are
smaller and less widely publi-
cized spotted throughout the na-
tion, These . additions to. the
nation’s generating capacity un-
questionably vlayed an important
vart ifi reducing the requirements
of the. electric light and power.
indnstrv for new cavital.

Thirdly, the last four years of
the 1932 to 1945 era were wa
vears and the industry of necessity
made a minimmm of canital ex-
penditures during this period.

Financing by Holding Companies

Generallv speaking, duvrine the
1929 to 1945 era the  operating
ntilities continued to relv on hnld-
ing  company ‘officers in matters
vertaining to . financing, * When
the refundings and re-refundings
were' at their peak a few excep-
tionally well regarded vtilitv first

morteage bonds were bought bv

investors at ‘an interest .cost of
approximately 214 %, An ‘enor-
mous: principal amount of-mert-
gage bonds were marketed in the
area of a 270% to 2.80% interest
rost. - Preferred stocks were re-
funded in the general area of a
3% 9% dividend rate for a very
select few, 3% % for a very large | ¢
number, and- in'a few instances
4%. - Again, fof* purnoses of rela-

tivity, I should state that at the

neak: -of - this- refunding = phase
the U, S. Government bonds were
at prices which gave the investor
ag little as 2% %. and dvrine the
areater part of the period ranged
between: this fisure and 21%%.

Since 1945, the necessarv ex-
nancion of generating canacitv: ag
well as transmission and distri-
bution svstems.. has heen ravidlv
acceleratine,  Cnincidentally, the
era- of deficit financing. bv, the
government has been Jeft behind
us—at least = temvorarily.  The
combination of these two factors
has resulted, in 1947 and during
the current year, in’ increasing
costs of new canital. resardlesc nf
whether it is raised thronsh the

medium of " <enior securities or
eauity securities,

The law reeulating holding
companies’ activities and provid-
ing for their ultimate elimination
from the-economv of -the nation
was passed in 1935.. By 1945, the
Securities and Exchange Commis- |

sion, charged with the adminis-
tration of the law, had’ completed
its studies and reached its con-
clusions with respect to practi~
cally all of the holding company
groups. The ‘broad pattern is of
course well -known to all mem-
bers of this conference, To a
small degree prior to 1945, and at
increasing tempo in the past two
years, holding company securities,
bonds, preferred stocks and com-
mon stocks, are being replaced,
so to speak, through the distribu-
t.on of the operating companies’
common stocks comprising the
assets' of the holdifig ‘companies.
The substitution, in the safe de-
posit boxes of tens of -thousands
of investors, of common stocks of
operating utilities for securities of
holding companied ~which these
investors now posSess will con-
tinue, in all probability, for an-
other five years. - Of course, here
and there through the nation
there will be ‘exceptions. The
Securities and Exchange Commis-
sion will permit continuation of
the holding company-. structure
under certain conditions and ‘will
retain stringent regulatory au-
thority in . such instanees... 'An
example is available.within the
purview of this conference. Ala-
bama Power Company, Georgia
Power. Companv, - Gulf Power
Company . and - Mississippi. Power
Company. . will, .under - present
planning, be whollv. owned 'sub-
sidiaries of a holding. company
known as The Southern Company.
The savings to the-public.through
the coordinated operation of these
companies was so;clearly. demon~
strated. that it. would have been
unwise to fail fo. permit.the hold~
ing company sicucture, However,
the fact.remains.that.the entu‘e
common, stock. ot “many:-operating

utilities  has been-distributed ' to.
the public and that. this procedure
will continue at-anaccelerated
rate, . This distribution is; as'I
have stated, in essence -a'substi=
tution of. one. security’ with ‘in<
vestors for. another.security. It
does” not reoresent. new..capital.
1t is a procedute ‘entirely separate
and distinct from the sale of orig-
inal issues of operating company
securities for the purnose. of pro-

T'| viding additional capital to take

care of plant extension. .

A Perspective for Fuhlre

So much for the  hizh spots of
the past.. They are heloful in-en-
abling a perspective “for' the fu-
ture.

It is mescapable that tho<=t= of
vou who are nrincinal executives
of operating electric.utilities. the
common -stocks of . which have
already been distributed to the
nublic, or will-in the foreseeable
future be sn' distributed, must do
~ne of twn things with resvect to
the questions and ‘problems. relat-
ing ‘to your financing. ~You no
longer have, or voii rn longer will
have father, grandfather or great
srandfather to handle ‘this 1mpor-
tant phase of vour company’s af-

faire for vou.. You must handle it
writhin . vour . ewn' organization.
which means that you'must spend
on aonreciable amount of time on
the subject of ‘financing. Unless
von are prevared: to- become. ‘as
intimatelv familiarwith matters
relating to.financing.as .von are
with the various operating phases
nf vour company, the alternative
is to institute an  arrangement
with competent people to advise
vou with .respect to vour financ-
ing. -There are three categories
of such competent peonle which
ocrr to me: First. snch oreani-
»ations as Fhasco Services. Middie
West Service  Corn.y -Stone &
Webster Qervice Corn.. and others:
secand- investment. bapking firms*
and, finallv. ecommaercial hanks
cayeral nf whinh “‘aVF wrell trained
versonnel in their utility loan di-
visions.

_.In ‘my .judgment,  you - should
arrive at a decision.on this ques-
tion prommtly apd- you:should

then organize to.keep:yoursads.
| viser fully posted with: respeet to
your plans for capital@expendi~

tures.. He will be best.equipped

to give you sound advice if there
is a continuity in the flow of in«
formation relating to your opera-
tions and problems related to
fmancmg ;

“In the light of the historical
background, it seems to me that if
I were in the electric utiltiy busi-
ness ‘today on the operating com-
pany level, or, for that matter, on
the level of an integrated holdmg
company; I would embrace severail
fundamental ‘policies and beliefs
which "I would keep constantly
before my organization, as well as

regulatory  bodies, at all times
These thoughts are intended tc
provoke some thinking and reas-
oning on your part and will be
briefly stated. If the democratic
system of government is to work
—as opposed to the various so-
cialistic systems——the right of free
speech and expression. of individ-
ual viewpoints must be availed of
Sometimes, I thirk we continu¢
to - accept -regulatory  practices
and  other governmental. :activi-
ties which have been proven un-
sound or ineffective for too long
a period before we exercise. our
democratic ' prerogative and ag-
gresswely advocate an opposing
point of view, i

Problems of Dividend Policy

Approaching the - question - o’
common  stock dividends -on . the
assumption = that = the: : commor
stocks will be owned by the in-
vesting: public /'rather: than bv
holding companies; the advisabil-
ity ‘of ‘a reasonably conservative
policy: which would tend to assure
continuity: of - dividends' at ‘the
estabiished ‘rate is-apparent. You
must look forward to'the  proba-
bility: that fromtime to-time you
will “want ‘to+provide ‘some. new
capital- from the; sale ‘of origina
issues of common stock: This car
best be done where there is a‘con-
stant history of past dividend pay-
ments. In this connection the pos:
sible .inadequacy ' of “current Tre:
serves. for depreciation should be
considered. . To -the "extent 'tha’
surplus ' earnings are retained’ ir
the ~business -and - flow ‘to “thc
earned surplus account. a cushior
against inadequate charges for de-
preciation . reserves ' is ' created.
Each company’s board of. direc-
tors. has a different set of  fact:
to weigh, and.a hard:and :fas’
rule would be impractical,  Eack
situation. must be considered
separately. However, it' can' b
observed ‘that : in. time  invest-
ors will learn -to. have:a
higher ' regard for managements
which distribute smaller percent-
ages, say 60% to 70% of the cur-
rently available earnings in'the
form - of dividends . on . commor
stock,  as opposed to:those dis-
tributing larger percentages
There is, of course, the ever pres-
ent temptlation, in connection with
the distribution of operating com-
pany. common stocks from holding
company - portfolios, to pitch the
dividend: rate on rather . the high
side in order to obtain a possibly
higher initial price for the stock.
You gentlemen -who -are. the chief:
executives of the operating com-
panies -should - resist- this tempta-
tion.  Looking to-the future; it is
of vital importance that the divi-
dend records of all operating elec~
tric .utility: common’ stocks - show
an-unbroken continuity.: .

- T'have touched on the question
of “the ' adequacy ‘of current- ap-
propnatxons for 'depreciation’ re-
serves under - conditions - existing
today, and which may be reason-
ably expected 1o exist in the fore-
seeable future.“  All- .companies
should. appropriate the maximum
amounts permitted as Federal in-
come tax deductions. It seems
clear that' a greater- measure of
flexibility should be- permltted by
the Federal Government in de-
termining reserves for deprecia-
tion under Federal - income - tax
regulation and administration.
Generally accepted practice in
kthe business world is to determine
depreciation reserves-on the basis
‘of. cost.. It .is .well known that

before the general public and.the | -

physical property, could not be re-’

' placed today at anything like cost,

and that replacements are in fact’~
being made. at as ' much as twice; -
times-cost. If special reserves were: -
created to reflect this fact, net in--
come of all corporations would be-
appreciably smaller. I-urge that:
you study this phase of your bus--
iness and, with .a knowledge of:
the facts, take every ppportunity
of presentmg your point of view
to your Congressmen, your Sen- -
ators, and your regulatory bodies. -

Waiting For Better Market.:

As a general -policy I would do:
permznent- financing promptly.,
I would not spend very much time
wailing for- a.better market. By
this I do not mean that you should.
have a whole series of very small
issues, but I do mean that when’
you have planned your program:
of capltal expenditures for the en-"
suing 12 to 24 months, you should '
coincidentally arrive at a plan for
providing the capital, and that.
you should raise that capital gen-’
erally speaking, within the same’
12-months’ period as the expendi-:
tures are made. I would arrange.
a revolving credit with a good.
comimercial bank oragroup.of °
them, against which I could draw
pending: the ' completion of the’
work necessary to obtain regula-
tory body approvals and the'con~. .
summation of arrangements with-
invesiment bankers. As a general
principle, 1: would plan. to- raise
my capital in permanent. form:
this  month ' rather . than. . next
month: ‘this spring “rather ‘than; ~
next fall; or. this year rather than,

‘next . year, .as: the . case may be.

I would pay,the going rate of; -

‘interest : or ".dividends,: and: the:

going- rate . of  selling or:under-.
writing ' ‘commissions’.cheerfully, -
relating them 'in’ my mind.to the,
costs for capltal paid -by manage-- " -
ments in 'the:last.era. of: great:
growih 'in your mdustry, rather:
than to the rates and. costs. which:
prevailed - during - the refunding,
era. ‘when  new) capital " require-.
ments were ‘at a. minimum. Ig
addition: ‘as. a. general policy, -
would strive at all times to add
to mv equity base. In other words,

I would try ‘to ‘sell maximum
amounts of ‘equity securities and’
retain ' larger sums - of surplus’
earnings in my business, The fime

‘will come—it always has—when:

to finance your capital require-

ments you, will have no alterna-.

tive but to sell mortgage bonds.-
Always keep that reservoir avail--
able, and “always -keep enlarging.
it. Whether ‘you like- it ‘or not,’
you are in-a business where you-
must provide  the ' public: with-
service. 'Indeed, it is vital to the,
industrial ‘and . economic :welfare

of “the nation 'that you continue

to do so. ‘Therefore you must re-

tain your abilily to finance under

any conditions. -

Customer Ownershxp

In reviewing .the . past, I re-—,
ferred to -the fact that: 25 years: -
ago many. excellent operatmg ufil-..
ities  were- engaged -in what ‘were:.
then . called ' customer-ownership:
campaigns.. It seems to me ‘en-.
tirely ~possible 'that: some: varia-"":
1ion of .this method of providing’
equity ~capital: ‘may ‘- again ‘be! . .
availed of.- I ¥an readily conceive' -
that any-one of several nationally’
known investment banking firms," -
including my ‘own; might under— :
take ihe orgamzatlon -and “educa=;’
tion of a large: group-of local se-
curity dealers for the purpose of
raising : new  ‘equity money for:
good operating utility companies-
on a so-called “no commitment,
basis.” The need for & firm com-:
mitment- to .accept. delivery, and
pay ~for. the. new_securities on'a’
specific: date; which is present in-
the-case of a refunding operation,
does. not ;- necessarily .exist, with-
respect. to. funds-being -raised- for,

capital expenditures.. This.is.par-... .

ticularly true if the procedure:of:....

obtaining. a revolving credit from ...

commercial banks -is: followed. . 1. .. ;

believe: that offerings of equity’
\
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. securities -sponsored . by:a nation-~
&by kuown riru, and actively en-
. &aged in'by a large group. of well.

. educaled - security .aealers- under|

its 'guidance ‘may develop .as an
" important segmeat of .the answer
; ‘to the general question Where is
_tne eguity moaey coming iron?”
.‘One reason lor tae unsatisfactory
. afwer-niarxet “wiica has :exisced
lur a lew (f-ike original issues of
. preferred ‘and © corumon' “stocks
_-which”have .come "to tne. market
'Ly the past yéar .and “half, has
‘been that trie 1:sue was never fuily
© cistributed;:and-“security - aealers

have. disposed 'of “tde“tag end in
*the “open market,  ‘where “it "has
. churned around at cons.antly re-

ducing ‘prices  until it is siowly
©assimilated by boaa fide investors
* ag batgain‘p.ices. Tais result nag

causew many “investors habitually

. torrelrain from Jinvesting at the
““lime of tite original ‘issue, on' the
. ‘theory thai they ‘may be-able to
"do’ better-1ater! If security dealers
© were-‘only 1o take delivery from
- ‘and make payment to the issu.hg
‘.-company as-toe stock was sold,
““this “hurdle would be ‘removed.
. Anotter by-product of a no-com-

mitment ‘procedure migat ‘be the
© saie" of preferred. and -common

" stock-on.an instalment basis; Durs {the

" 'ing ‘the'past'six years many hun-
. dreds of ‘thousands-of private in-
" ‘vestors-have formed :the habit of
. 'buying . government ‘bonds:on the
“"basis’ ot weekly ‘payments, -and
; .they "are 'not 'strangers to the
“:procedure. . ‘This is* a ‘method ‘‘of

raising “equity. capital .that . will
unquestionably-receive: increasing
~-consideration inthe future,. : ‘.

- “Competitive Bidding -Procedure
The'competitive bidding proce-
“dure, particularly ‘with respect to
- non-iusiitutional ‘type equity ‘se-
: “eurities, is s0 obviously a deterrent
“to the orderly andefficient mar-
* keting of these types of securities,
that 1f I were in the utility busi-
= ness I would shout that fact'from
* ‘ithe rooftops, I would “inforin my
Congressman: and. Senators of ' the

«facts. I would ‘try to bring about
-‘an - uaderstanding on -thepart’ of
:-.my ' friends in ' state regulatory

bodies, in the Federal Power Com-

.. ‘mission, and in the Securities -and

Exconange . Cominission regara.ng

- 'the difficulties. :
‘To refresa your :recollections,
the Securities and Excnange Com-

¢ mission -adopted its Rule: U-50in
¢ May.1941. Prior to that time pub-

li¢: hearings ‘were held, at which
the “public” was composed prin-

- cipally-of investment bankersand

. security ‘dealers. ‘Issuers ‘had in-

¢ 1finitesimal representation, and in-
* -westors similarly ‘were absent.: 1t
- ;was.conténded thatithe Securities

and ‘Exchange Commission; with’

. an :okligation' ‘under-‘the -Public

“iUtility Holding - Company “Aet’ to
¢ “find that securities; in‘the:case: of

. transjctions with “affiliates,” were

/* being sold at.a fair price;’had no
© - get-ofstandards against which to
< rmake such findings: The submis-
-.sion of :sealed bids was to provide

< isary - evidence.

‘the Commission “with the -neces-
There: was," - of

. ‘course,” the subsidiaryallegation
-.thatcertain" investment " banking

:firms were ' more prominent than

i~ othersz in the field of electric util-
- ity finaneing; and ‘that this situa-
- “tion: was improper. .

-1t is my sincere belief that a

recousideration .of ;the competi-

- tive bidding -procedure and a re-

vision of the rules-and the prac-

¢ “tices tinder:the rules are essential

if the very substantial amount of
new money which‘is required in

- the fsrm of equily, capital is to

i

be provided through existing ma-
chincry. In making this statement
. I have in mind, not only the rules
and practices of the Securities and
."Exchange Commission, but also
those of ‘the Federal Power Com-

. .mission and of certain state com-

... - work under existing conditions.

missions. It is my belief ‘that'the
competitive = bidding. procedure,
after. a T-year ftryout, will not

-~ ' In so far as the senior securities
. .of puvbli¢ utilities ‘companies - go,

. it-is-not possible to - successfully

argue that the competitive.bid-
ding precedure-will-not. bring re-
sults in the-sense . that:securities:
are £old:. Senior:securities are bid
for, and.ia ‘many -cases, ;particu~
larly- in the -smaller issues, ithere
are ‘anywhere ‘from 6 ito - 8:.bids.
‘No' one .has ever.found out swhat
it costs-an-issuer in extra man-
power,’ -administrative -assistance,

rand wear.and tear on executives

to cail for such- bids. I question
whether :the enormous- ecenomic
waste in making these bids when
the difference between the various
bids. is :such ‘a’.smal] .amount, -is

seem .that ‘there would.be some

in ;which the Commission could
determine . 'tae’ faitness 'of : price
without going to all the waste o1
time, both on:the part of invest-
ment dealers and tie issuing eom-
panies. ‘Far. more serious than:the
waste of-effort; :is ;the tact .that
competitive bidding has resulted
in groups bidding for -bonds with
the scle purpose of selling them
to a few insurance companies. ' If
‘the rinsurance .companies ; do--not
buy. the issue - immediately .de-
clines. in.price.” ' The result “has
a_complete breakdown of
1vestment  distributing ma-
-ry for'selling bonds to other
than. a relatively -few ‘large insti--
tutions. ., p ‘

<:In ihe: field, of iequity :securities,
-he.compelitive biduing procedure
nas:broken down. and.is .ineffec-~
-live.: ‘An: increasing “number of
-«esponsible. investment  security
.dealersare unwilling to expend the
time ‘and take .tne.risk involved
in operating under the competi-
iive -bidding system .with.respect
1o non-institutional preferred
stocks, and with' respect:to.com-
mon stocks. The reazon. is simple.
Tnese types of securities must, in
large part, be sold to private in-
vestors. . This type of selling re-
qu.res, first, a campaign for the
education of a number of smaller
dis.ributors of securities, ‘that is,
iocal ‘dealers. It then requires a
real celting effort on their part to
educate tne ‘individual investor
‘on the relative mierits and. the at-
tractiveness:of the particular, se-
curi.y = being ' distributed. This
process of education is time coia-
sumiag and expensive. ‘[t is not
wusceptible of the procedure which
can be followed with respect: to
senior securities and high grade
institutional type preferred stocks:.
In those cases the buyer-1s sophis-
ticated  and well informed: and
does not have :to ‘be soldoredu-
cated .on' the security. The con-
trolling factor is-price, pius avail-
ability of investment funds.: Rec~
ognizing this difference, and ap-
parently -agreeing-that some non-
institutional types: of - preferred
‘stocks ‘and common’ stocks ‘should
be exempted from-the eompetitive
bidding procedure,-the staff of the
Securities and Exchange Commis~
sion “has ' brought into - being a
modified competitive procedure

which +has “come ‘to be known as
‘matiitenance of competitive con-
ditions” or “*shopping. around.”
Under this concept the chief exec=
utive of the operating utility com-
‘pany is expected to talk {0.2 or 3
or more investment ‘bankers :in=
formally ‘about.an.issue of stock
which cannot. possibly - come to
market  for from' 30 to: 90 days,
and as a result of those conversa-
tions he is expected to designate
one of “‘the “investment -banker,
firms - as ‘the ‘underwriter with
whom -he proposes ‘to negotiate.
He and his banker then start the
process . of * dealer .and -investor
education. ' In ‘due- course 'they
come to the point where an agree-
ment:on price .must be. reached.
The ierms finally agreed upon
may.or may not have a.relation-
ship 1o those -mentioned at -the
initial informal discussions. The
uiility - executive is ‘thus in the
positicn of ‘having two . negotia-
tions rather ‘than oné. The invest~

. ment vanker finds himselt in the
- position; at. the -time. of shopping

areund, of eithier naming the most

favorable terms.and. conditions he-

either-wise or.neecessary. Ig.woulu |,

less arbitrary.and expensive way [

.can conceive of in order to assure
his being selected, and; finally get-
ting.down to:.realities immediately
-before.the offering, or being com-

- pletely frank.and naming reason-

.able terms and .conditions -at-the
initial :discussion, -and as ' a ;con-
sequence 'being -eliminated from
consideration.. The .shopping
around.device manages-to encom-
pass:nearly all of the bad features
of bceth .the . competitive . bidding
.procedure. -and 'the .negotiated
procedure, -and -miraculcusly. in-

. cludes a few . addilional oad feat-

.ures .peculiar to it alone.

* 'State Regulation of Operating '
Companies

‘While, as I have previously ob-
served,  many operating - utilities
will cease :to be subsidiaries of
registered holding companies, and
therefore will no longer:be subject
to Securities and ‘Exchange Com-
mission regulation under the Pub-
lic Utility Holding Company Act
in the foreseeable future, it is un-
fortunately ‘true ‘that many . State
Commissions, without the staff or
facilities.for .independent investi-
gation, follow the lead of the Se-
curities and Exchange Commission
in ‘this ‘area -of ‘regulation. Thus,
even:though an operating  utility
may be rexempt - from: Holding
Company :‘Act.and Securities and
Exchange Commission ‘proce-
dures, ‘it’-may ‘find itself . en-
countering - ‘the” 'sam e -regula-
fory - requirements ‘in -an ‘in-
creasing number of States. :Fur-
thermore, ‘some'-companies oper-
ating interstate and not subjectito
State ‘Commission security regu-
lation .or the Securities and Ex-
change ‘- Commission - fall - under
Federal Power Commission juris-
diction.  'I believe a'review and
revision of the-regulations in this
regard ‘is of just.as great impor-
tance to the managements of the
operating utilities of 'this country
as it is:to the investment bankers,
securily dealers and investors, It
may be of ‘even greater impor-
tance, - W

‘As-an' invéstmignt ‘banker ‘and
security dealer, I take this oppor-
tunity ‘of publicly requesting 'that
the Securities and Exchange Com-
mission. review 'the -efficacy 'of
its competitive bidding rule, After
seven ‘years’rexperience with its
actual operation, I am inclined to
believe that-electric utility exec-
utives, as well as investors, would
have viewpoints to express.: I am
sure that many representatives of
investment banking firms would
similarly welcome an opportunity
to comment publicly on the pro-
cedure at a properly constituted
inquiry. "It is my belief that this
conference would .request a reap-
praisal of SEC Rule U-50 and the
practices which have grown up as
a result of its promulgation.

 Modification -of Competitive
Lo Bidding

It 'is my considered judgment
that the flow of capital into equity
securities of . the electric light and
power ‘industry can be very mate-
rially .accelerated, and that time
and energy-consuming, economi~
cally wasteful practices can be
minimized if an intelligent modi-
fication of the competitive bidding
rule-and procedures is arrived at.
I believe equally firmly that su¢h
a modification ‘can be reached 'if
the regulatory body and the oper-
ating utilities.and :the investment
bankers .agree ‘that the:objective
is .desirable and worthwhile,:and
proceed. aggressively to.attack the
problem. .

Intelligent . modification  of the
competitive . bidding- procedure
would.markedly improve the me-
chanics " of the- distribution of
equity, securities, and would cer-
tainly result in the flow of a
larger. proportion of the money
available for equity investmerts
into the electric utility field. How-
ever, even more basic.is the ab-
solute necessity of increasing the
pool of available money for equity
investments for which the electric
utility industry ° competes with
other industries. . One way 'to in-

crease  ‘this - p_ool promptly and

dramatically - would be 'to - élimi-
nate ‘the double tax which is now
imposed on equity. earnings, "The
corporation pays -a 'tax of 38%
to the Federal Government on the
balanee of .its earnings .available
for preferred and common ‘stock
dividends -after ' interest -¢harges.
The 'stockholder pays :a :Federal
income tax on that portion of.those
remaining earnings which he re-
ceives in ‘the form of preferred
stock -dividends -or common -stock
dividends. Experts are practically
unanimous in saying -that .this:is
unsound. .Ordinary people are en-
tirely unanimous in saying that
it is-unfair. ‘The -elimination or
modification of taxes payable with
respect to preferred and common
stock dividends received by in-
vestors would have the effect of

'leaving’ greater- sums of money-in

the hands of individuals who are
equity . investors- for  additional
equity investment.  Psychological-
ly and practically it would bring
about a demand on 'the part of
private investors for .dividend-
paying -preferred and :common
stocks, the income from which was

- either exempt from taxation or

subject to only ‘a '‘modest - tax.
Every executive of every :corpo-
ration in this country who is faced
with - the = necessity.of raising
equity capital should take every
opportunity to insist on affirma-
tive -action by his representatives
in Congress with respect to such
a revision.of the tax law. It is
vital to the financial well-being
of the-nation’s industry.

Function of Investment Banker
and Dealer :

In conclusion, I suggest that you
give a little thought to the func-
fions of your investment banker
and . security dealer,  In.the final
analysis he does something more
than merely buy your-stocks and
bonds. - He is trading daily on the
market and is in .constant touch
with investors. . He..knows 'the
price at which comparable securi-
gies are selling and the kind and
type of ‘secyrities in which;inves-
tors are interested.. He can tell
you in advance the kind and type
of provisions your securities must
contain, He backs up this daily
experience ‘with. the :market and
his: constant experience with in-
vestors by agreeing to buy from
you a security at a definite price.
To too many executives of public
utility - companies ‘this final price
to the company is the be-all and
end-all without regard to where
or how or to whom :these securi-
 ties.are ~placed. ‘ el
By .too sharp . bargaining = you
| can, of course, force your 'banker
'to pay you more than your securi-
ties are actually worth, taking into
consideration the real value of the
services of a - distributor.  .If. the
banker pays you ‘too much - for
your securities he loses some
money “immediately. You may
argue that this does not adversely
affect your future financing be-
cause .you have obtained your
money for.a lower and immediate
net cost. "You are overlooking the
whole question .of public rela-
tions with your investors and the
fact that it is' the public investor
who::holds :your -security at a
price somewhat less than he paid
for it. If you will recognize thal
you  are  dealing 'in -something
more  than the mere :sale of ‘a
commodity when you sell securi-
ties, you will find that you have
a great asset in your relationships
with ‘security dealers, and in the
long run you.will do a better job
for your common stockholders. In
the long run, if the security dealex
does not prosper you will not be
able ‘to obtain the equity money
you so sorely need.

NYSE Summer Schedule

The New York.Stock Exchange
will .resume -the five-day-week
summer schedule, closing Satur-
days from May 29 through Sep-
tember 25. It is expected that the
New .York Curb Exchange will

take similar action. . ;

Lurcheon Meeting of .

Texas Group of BA 3  ~
To Hold Spring Meeting

‘'FT. 'WORTH, TEXAS -— Some’

‘150 -securities men:from'all’ parts

of the United States, including
nationally known figures in the.
investment and banking fields, are

-expected “to -attend ‘the spring
‘meeting of the Texas Group, In- - :

vestment Bankers Association of

-America, in :Ft. Worth, April 29-

May 1.

An outstanding  speaking ‘pro-
gram and full entertainment
schedule will draw .a “total at-
tendance of 350, largest in the
13-year history of the Texas
Group. officials predict. One fea-
ture will be a visit ‘'to the Ft.
Worth plant of Consolidated-
Vultee Aircraft Corp., where the
B-36. world’s largest land-base
bomber/is being made. 3

Speakers will “include Eugene
R. Black of Washineton. U, S.
executive director of the Interna-
tional Bank for Reponstriction
and ‘Development. who will ‘dis-
cuss ‘the .bank; Julien.H." Collins,
Julien Collins ‘& Co., Chicago,
President of the Investment Bank-
ers Association, and. Lt.-Col. S. L.
Austin, ‘former member - of the
Texas Group. .Colonel Austin,
now on dutv in the office, Chief, *
Army Field Forces. Fort Monroe,
'Va,, will sive an jllustrated lec-~
‘ture .on “The Occunation of Ger-
many—How Are We Doing After
Three Years.” . ‘

Prominent guests will includ
‘L. R. Billett of Chicago, Chair-
man -of -the National Association
of Securities .Dealers. .Inc.: Wal-
lace H.' Fulton of Washinsten,
executive director; Murray .Han-
son of Washington, general coun-
sel of the IBA, and Alden H. Lit-
‘g}[e of Chicago, Secretary :Emer-
itus. doE Y

Bolfing fo Renresent

Walker in Winois

‘ST.-LOUIS, MO.—A.-T. Bolfing
bhas been anpointed to-represent
G. H. Walker & Co., .Broadway
and Locust. members of the New
York .and '£t. . Louis Stock’ Ex-
changes, .in Central Illinois. -as of
April 1. Mr, Bolfing, a native St.
Louisan, was graduated in 1936
from St. Louis University School
of Commerce and ‘Finance. where |
he majored in Economics and Fi-
nance. and after about a year’s
experience ~with ~an  investment
counsel firm. joired G. H.'Walker,
& Co. as Statistician. !

Mr. Bolfing has been with the
Walker. firm jn the capacity of
Statisticianand- Investment Ana-
lvst for' the' past °10 -years, with
the ‘exception of three years'in
the Army, duvrine which he was
assigned to the Finance Depart-
ment and served 'in -the ‘Philip-
nines: campaign. Since returning
from the rervice, Mr. Bolfing has
specialized ‘in securitv analysis,
assisted in ' underwriting - work,
conducted field investieatiox}s"qf
corporations: and analvzed indi-
vidual investment portfolios. He
has also been a contributor of ar-
ticles on economic and financial
subiects to various financial pub-
lications, o T

o

La Salle Strest Women
CHICAGO, ‘ILL. — La .Salle
Street -women, at .a: luncheon
meeting to be held at the 19 South
LaSalle : Street' Y. M. -C. A. on
April 20, will have ‘as . their
speaker Mrs. Esther O. Kegan,-a
member-of the law firm of Kegan
and ‘ Kegan.  Mrs. Kegan’s -talk.
will be entitled K “Trademarks,
Your Commercial Signature.”
Mrs. . Kegan is a registered. patent
attorney. ‘She has been admitted
to the Illinois Supreme. Court and i
the :United States Supreme. Caurt

bars. E
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As We See It

2o . ., .. ..(Continued from first page) : I p

. relatively near future.  That is the still greater likeli- .
‘hood (as we see it, at any rate) that the situation much
- as it is today will continue:for many. years to .come—

*! with the result that on'the basis of the responsibilities .

..~ we are;now assuming and of the reasoning-which now-

* - :is all'but universal, 'we shall have to have as a perma- -

-« nent feature:of our economic. and-social life a military .

_-..burden:of ‘approximately' the proportions now being -

- ‘sponsered ' by the ‘military and' most: of ‘the 'pglitic_’al ;.
-2+ figures of influence and power in our nat},ongl life.
. 'The"i‘tue Light ¥

At least it is in this light that the intelligent man will,
- we believe, consider ‘the situation as it presents itself at
© this time, and it is inthis light that reiterated demands for
- regulations; restrictions, controls, rationing and all the rest
- must ‘be viewed. “Stock piling,” once adequate levels of

. surplus” supplies’ have 'been accumulated, would, one sup-

.. demands placed upon

" fioses, tend to’make smaller demands upon the economy,
‘ but otherwise it may:be doubted whether these prepared-
- ness plans now ‘being:suggested would cost us very much
~less ten 'years from: how than"is now envisaged as the peak
“ of rearming — that is, quite without regard to possibly

; higher prices and costs.  Wear and ‘tear upon  equipment
- and _obsolescence; constant - and ‘vigorous research of an
.7 expensive sort; the manufacture and testing of wholly new
" weapons; and much more of the same general sort would
. constitute a continuing burden of large dimensions.
- addition, if 'we must train a large army now, we should be

In

-obliged to keep it in condition and to be constantly training

" personnel both to take the.place of those who drop out for
~various reasons; and-to make certain:that no one-group is
-‘required tocarry ‘more than its due part of the load of
- preserving the constant ‘state. of :preparedness :which, would
" be required. :

.. We say “if we must train a large army new” ad-
. visedly. We, for our part, are not ready to concede the
~mnecessity of such training on the scale often mentioned
-and almost certainly desired by military leaders.  What
we are saying here is that whatever of this sort is really
required now will be equally necessary years in the.
future — assuming that’'we continue to feel under ob-'
‘ligations to shoulder burdens we now -are said to-have
to carry in our own defense. Such, in general, has been
«-the history. of world- pelitics. . When any. one- powerful
nation ‘insists upon enormous’' armaments —: never -mind
“ whether " allegedly for defense or for some other pur- -
pose—other nations which feel their interests: or obliga- -
tions likely to: come into conflict with such.a power -
“must keep pace:in-the matter of their-own: preparedness
for'war," = - M ' Ll
racae Continuous “Necessity” = :
The American people have apparently been convince
that we must check the Russians. In this they may be right
-or they may be wrong. We ourselves, as is undoubtedly
apparent to the reader, entertain doubts at several points.

 What we are saying now is that if the situation now exist-

ing throughout the world and the present attitude and
policies of .the Kremlin lead to the necessity of our under-
taking the rearmament and foreign aid programs now being
proposed, then there is no good reason to suppose that in
the years to come .(assuming, of course, as we must that
a third world war has not meanwhile destroyed or greatly
‘weakened Russia without corresponding damage to our-
selves) we shall not be under the same “necessity.”

Does this- change the outlook? - Does  such an
assumption place much that is currently being said in
a different light? We think so. For one thing, it tosses

. in the ash can all this easy talk of the economic plan-
ners that we discarded controls ‘and regulations too
soon, and that they must be restored until —. = This
argument has been vigorously resuscitated.in recent
-weeks ‘on the basis of renewed demands for rearma--
ment and foreign aid. But if this rearmament is to be a
permanent feature of our ‘economic life, then it must,
- other- things remaining unchanged, “require” ‘these

- controls and these restrictions years from now even -
~as they are said: to do at present, ; :

Less True Than Ever :
There is less basis than-ever: for the statement here-

"‘toforel so often heard that controls must remain until the

economy has “caught up”-with itself, that is until “supply

_ .of consumer goods has ‘caught up with demand - accumu-

lated during the War.”. The various'armament and foreign
“:aidpregrams: now: Pproposed * would. inevitably ‘add to- ‘the
the’ economy. Improperly ‘managed,

fgitized for FRASER

raser, stlouisfed.orgl. ...

as it would almost certainly be, it would moreover add to
accumulated *purchasing power” at the same time that it
placed the objects sought by the holders of that purchasing
power steadily in short supply. In short, once we'concede

that what is.now. being planned’ necessitates the’ sort of

restrictions and - controls being suggested,. we come dan-

gerously near conceding -that permanent controls and re-
strictions of the same sort: will henceforth be a necessary

part: of our existence: ™ :

* But in our humble judgment there is no real reason -

.- to make such concessions in

either case. It is; of course, -

. .conceivable ‘that certain scarce materials will have-to.’

" be “stock piled” for a time in such a way -that civilian
consumption of them may have to be;curtailed, but it :

" is a far cry from this to the sort of general management
of the economy many of the New .Dealers and fellow

travelers now. insist upon.

What is clear is the fact that su'_chi" programs. as are

now. being proposed can be

~or no restrictions — without- considerable sacrifice on
"the part of American consumers only’if the great rank

.given effect — restrictions

and ' file. develop a - willingness to' work harder and.

longer. This is the crux of

the matter and it takes on .

added imporiance from the relatively' permanent na-
ture of proposed undertakings.

0il Cannot Heat All America

(Continued from first page)

almost unsuperable during a pe-
riod of steel shortage.. The burner
industry has succeeded too well!
I feel sure that it achieved sales
levels in 1947 far beyond its ex-
pectations. At any rate, oil burner
sales ‘were at a rate nearly five
times the average for the 10 years
prewar or-the 15 years before
1946. Sales of space heaters ex-
panded even more rapidly.

On the petroleum industry side,
the market for distillates grew to
a point where distillate fuels were
no longer a by-product, but a
main product  costing 'more and
more: to. make as we. had to cut
into . our. yield -of gasolines - and
other products.: The magnitude of
this = shift, ~ coupled . with severe
winter  conditions and a shortage
of . transportation: - facilities, - re-

| sulted. in. the-recent tight supply

situation. :

However, -the. magnitude  and
severity of last. winter’s problems
were  certainly exaggerated - by
unwarranted hysteria in -some
areas and by political propaganda

in many. There have been many

“TABLE ¥ 11! < e
Estimated Growth of Petroleum Consuming Units /i

Consumption Units in Use:
Passenger cars (thousands)

Tractors (thousands)

Space heaters (thousands)...
Oil burners (thousands)
Diesel 1 tives (units)__.

The first three types of con-
sumption - units - represent  the
major portion of the gasoline mar-
ket. * There the increases were
quite moderate. The second three
types of consumption units show
what really hit us in the “middle
distillate” market. I believe it is

unjustified criticisms of both our
industries. and ‘ even 'recrimina-
tions' between representatives of
the two industries, . which 'latter
I consider particularly regrettakle.
Certainly the time is appropriate
for the two industries to sit down
and ‘counsel’ together onwhere
they are going. It is only by do-
ing this that we may avoéid the
unfair and prejudiced accusations
recently directed toward the two
industries.

Oil: Industry Performance

So far as the oil industry per-
formance is concerned, we need
apologize for- nothing.-- We - fur-
nished  far- more -fuel oil in . the
season just closed than:ever be-
fore. "We did it in spite of the
handicap’ of not being able to get
needed - : construction:--materials,
Certainly an iindustry: which sup-
plies ~over+20% - more distillate
fuels-and. kerosene than in 1946
cannot be fairly criticized for fall-
ing 1 or 2% short of .an almost
unbelievable demand.  Lel us. see
what. happened... . .o 0

1947 1947

i %-Tner, . % Incr.

19477 Over 1946 Over 1941
28,416 5.6 6.4
6,000 5.6 28.2
2,844 6.4 59.5
4,250 40.0 112.5
2,673 ..°-3,200 19.7 41,0+
4,126 5,281 25.9 411.7

readily - apparent, now - that we
have the figures, why we couldn’t
supply quite all the heating oils
wanted “last winter.  The actual
quantities we ‘did supply of the
principal. petroleum products are
shown in. the following table:

1946
26,901
5,680
2,672
3,035 .

_ TABLE II

U, 'S. Consumption 1941-1946-1947 '

Product—
Gasoline
Kerosene. _____;
Distillate = . __
Residual fuel
Crude runs_to stills

To show what has been taking
place in the fuel field over a
longer " period, consider the shift
in the sources of our energy re-

quirements' in the United States |-
" |since ‘1918. At that time the coal

supplied - over 80% . of our “total
energy requirements. Of the

.|amazing - growth in our nation’s

energy consumption since  then
95% has been supplied by in-
creases .in oil and natural . gas
output!
plied . 5%  of the increase. Over
this 29-year period coal produc~

tion has shown- no. gain, whereas |.

0il production has increased five-.
fold and natural gas even more!.
Criticism might justly be. leveled-

against -industries- that -have held.

-—Tlmusnnds’of Bbls./Day—
[ 1941 1946 . 1

Water power has sup-|.

1947 1947
¢ Incr... % Incr.
Over 1946 Over 1941
8.1 19.1
15.2
22.9
8.0
1.1

947
2,178
281
817

479
727
1,420 . 73524
5,075 314
back on-expansion, or that have
fallen far short of demand, but
the oil industry does not fall in
either  category. ;
However, some of those who
recognize: the job: that has been
done in ‘meeting this growth in
demand are still inclined to blame
either: - i g L
(1) The oil companies . for not
warning the public of prospective
shortage, or . )
(2) The burner companies - for
overselling in disregard of pros-
pective oil shortages.
Some governmental -atthorities
even urged our industry last fall

to annournce that-no. one.whao.in-.
-stalled an oil burner after a given.
date. would- get: oil:.. Quite apart’

from the- question of our legal
right to announce or enforce any
such plan, I cannot agree that it
would have been either good eco-
nomies or, good piblic relations in
a free country. . . g iy
“Now to what extent are, either .
of . the :above-mentioned . criti-
cisms ' justified? . It must be ad- -

mitted ~that. last . spring- the /oil. . .

companies ‘did: not: speak with a - -
united voice-as to' the outlook for -
oil 'supplies-during’ the past heat- .
ing‘ seasoh.:This ‘was due partly .-
to ‘the” faét :that' the: industry did . .
not anticipate the Texas. City dis-
aster-and the: prolonged strikes,
which® reduced’ ‘refinery ‘output
substantially, and partly because ~ -
it had .noreason -to. expéct that
demand woiild greatly exceed the "

ment “and industry . statisticians,
However, -as--Vice-President for

‘| Refining ‘of ‘the' - American Pe--

troleum Institute’I gave a talk be-

‘| fore its midyear meeting on June

2,-'1947, entitled’ ““Threatened - Oil
Shortages- .During. the . Coming
Months,”” from ‘which I quote in
part as follows: - " ; 5 ik
¢, .1 feel that it is my duty’
to say to the public that, in spite .
of almost superhuman efforts. on
the part of the oil industry; there

“|is"a real danger of ‘some short-

age of petroleum products, par-
ticularly in the Middle-West; dur-
ing - the ‘next ten months.” This
shortage appears probable - in
spite-of ‘the fact that the general
level ‘of the country’s crude pro-
duction,: refinery runs, and im-
ports are all ‘making new high
records. The causes are primarily
and unprecedented. growth in de-
mand, coupled with a shortage of
transportation facilities. The lat-
ter stems back to wartime and
postwar ' limitations on- construe-
tion, together -with -shortages of
construction .materials, and - par=
ticularly - delays. in. the. delivery
of steel pipe for many important
projects which would largely have
alleviated the situation.” -..- .

This: statement ‘was given wide
publicity in trade publications and
newspapers and was concurred in
by ' ‘numerous  industry- ‘'leaders,
though ' others ‘were inclined to
minimize the prospects of a short-
age, My statements were reiter-
ated in a radio ‘talk on June 18,
and our company -published sever-
al advertisements indicating that.a
‘shortage ‘of petroleum- products’

‘| was imminent, particularly in the.
»| Midwest with whieh our company

is primarily concerned. Through-
out ‘the remainder of the year
spokesmen for our company .and
an increasing number of -other
companies repeatedly  emphasized
the fact that we faced supply dif-
ficulties  which, with the unfortu-
nate delay in getting the govern-
ment-owned tankers into service,
soon spread to the East Coast. -
While the industry was rather
slow in expressing general agree-
ment regarding the prospects of
shortage, I am sure that each in~
dividual was expressing his honest
opinion as to the outlook, because
it was a. close question. Indeed,
there would have been no short-
age had the first Bureau of Mines
estimates of only a 4.3% gain in
demand been anywhere near cor-
rect. It. was primarily the unprece-

.| dented and unanticipated sales of

oil burners: and space heaters
which your industry made during
the summer and. fall;, which
changed the situation from being
merely tight to one where the in<
dustry. was short of meeting total
demand. - i e
Longer-Range Warnings "/
As to the longer-range’ warh+
ings, I pointed out in a talk before
your group in New York several
years ~ago . that, with" moédern
cracking. processes, the oil indus-
try: could .in effect convert most
of its fuel oil into gasoline. I con-
cluded ‘that as a result. fuel oils
would not much. longer Have té -
be sold on a.price basis deter=
mined by competitive fuel prices,
though they would.continue to_be. .
available for iseés .which . could .
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justify prices as high as the dis-
tillates were worth for .use in
- ‘cracking to make gasoline. The
continuation by the OPA of the
depressed price ceilings which
prevailed during. the war delayed
fuel oil from reaching tnese high-
er price levels. However, as many
industry spokesmen have pointed
out over recent years, -fuel oils
were bound to increase in price
more " rapidly .than gasoline as
soon as they ceased to be mere
by-products and took rank among
the principal products of our in-
dustry.: There is a great differ-
ence between the cost of making
a relatively small amount of by-
product fuel oil and the cost of
.making maximum yields at the
sacrifice of gasoline by changing
the operations of our refineries.
This is particularly true of heater
oils which are approaching the
ultimate limit of yield which can
be produced' in many refineries.
In any case, I am sure that no
thoughtful ' member of "the oil
burner industry could: fairly claim
to have been taken by surprise by
“.the price increases and supply dif-
ficulties which. " have : developed,
.though:the matter came to a head

somewhat sooner than .most of us

anticipated, -

) Oversellmg o£ Oil Burners
Now, how about the criticism of
the ‘oil ‘burner industry for over-
selling ‘in- disregard of prospective
oil shortages? ‘It must be recog-
nized at the outset that the burner
industry is-in’ business 'to make
and sell oil burners and that last
year in most cases it was less a
: :question of selling than of ‘meet-
ing widespread public demand. In
recent years, with the gas indus-
try ‘unable to take on new 'cus-
tomers in many areas, oil burners
-~ have been practlcally a “must” in
new houses.
On'the other hand, the: exxstence
of a great ‘demand does not ex-

cuse representatives of the burner

industry for misinforming its cus-
tomers as to-the facts regarding
oil 'supplies. ‘Many' of your indus-
try; especially individual sales-
men, denied any- possibility of oil
shortage in splte of repeated
“warnings from leaders of our in-
dustry. Even worse was the prac-
"'tice 'of 'some“dealers in guaran-
teeing oil to purchasers of new
burners when the only way: they
could supply it was to take it
. away from; their regular custom-
ers. It was such practices that led
even some of the ardent free—en-
terprisers in our. industry ‘to ad-
vocate severe restrictions ‘on fu-
ture oil burner sales.. However,
no true believer in free enterprise
could ; consistently advocate 1he
elimination of freedom of choice
for ‘the home-owner in selecting
his fuel, even though the exercise
of such freedom got us all into
difficulty last winter and a con~
tinuation of last year’s trend will
create worse trouble next winter.
What is the answer to this dil-
emma?

To my mind the answer, to any
real believer in a free economy, is
fundamentally a simple one. It is
merely, to make sure that every
prospective buyer of a new oil
burner understands the facts of
the . oil supply . outlook. ' Thos2
fdcts, too, ,are relatively sxmple
The 01.1 mdustry is not . running
out 'of oil, but until pipe lines and
“other ‘facilities are completed to
make it possible for the Middle-
East to supply most. of Europe’s
needs, our industry will' not be
able to take care of further in-
creases in heating oil demand of
anything, like- the magnitude of
ihe increases we have met. the
past two winters. -Natural gas and
es,peaally -coal, = with ' 'reserves
enprmously greater than those of
“oil, will have to take up the bulk
of any further increase -in  the
home heating load. It is true that,
barring. strikes . or-: catastrophes,
our mdustry can be reasonably
sure of its ability toproduce trans-
port, and.refine 7" or 8% more
‘petroleum for. domesti¢. use 'in
;..1948 than 1t dld m .1947 That

may not sound to you like much
of an increase, but it means spend-
ing about $3 billion to expand
every branch of our industry to
handle nearly 400,000 barrels a
day more crude and products.
This represents a major accom-
plishment in.a time of shortage
of ‘many . construction matérials,
But it does not mean that we wiil
be able to take care of a further
increase in 7 or 8% of -new oil
burners in 1948, for several rea-
sons which' I shall 'point out.

‘In the first place, at least 2% of
that “increase ' in - 0il supply ,
necessary to fill up our tanks to
offset the fact that stocks of heat-
ing oils and other products are at
extremely low. levels. If we. are
to avoid the local shortages that
plagued us last winter, we must
build up inventories and f}ll up
the new pipe lines and terminals
that are being built to help avord
future shortages. )

In the second place, the remam-
ing 5% will be necessary to take
care of .the new oil burners which
were installed in‘the latter half of
the last year and did not use their
full “annual requmements in 1947
but will do so in:1948,: =

:You may ask:'whether the per-
centage increase in the amount of
oil ‘available . for “home . heating
may not be greater:than the esti-
mated 7 or 8% increase in crude
runs, -as it' was during - recent
years. ..That is-a possibility, but

the further increase ' cannot ‘be

large hecause industry. yields of
heating ‘oils during the past'year
were ' very close to the practical
maximum. - Furthermore, military
and other demands for other prod-
ucts, . particularly gasoline, jet
fuel, and diegel fuels, bid fair. to
show another substantial increase
this year, and the users of these
products will in effect be bidding
against ‘the home-owner for the
available supphes of petroleum
products.”

Now if the oil industry were op-,
erated on the basis on which some

of its detractors. profess to believe
it is, we would .encourage our oil
burning and all other customers
to build up their demand and bid
against one another for the prod«
ucts, to.our financial advantage.
Instead of that we have urged,
and are urging, conservation by
all users of all products in order
to hold the expansion of our mar-
kets within the limits of probable
cupply. IFFurthermore; practically
all of the larger companies: and
most of the smaller ones have con-
tinued to.sell their ‘products at
prices well below the real free or
“gray’’ market . prices  widely
quoted in many areas. It -may be
open: to: question' whether  thesa
compames have been entirely wise
in not allowing price to play its
full, traditional part as a regulator
of both demand and supply in.a
free market; however, I am glad
that the industry has in the main

c¢harged much less than the traf-

fic would bear, and thereby.helped
to avoid . price « control, which
would - undoubtedly have led to
rationing, black markets,  and
much worse shortages,

Allocation Problem

I very much hope that the oil
industry will never be put in a
position of - having to choose ar-
bitrarily between its customers.
Why should we favor the owner of
a new automobile or diesel engine
as against. the man who has
bought a new oil burner, or favor
new ‘oil burner purchasers over
all our other customers, as one of
the journals of your industry. has
recently demanded, threatening us
with ‘a “government edict” if we
did ‘not do so.. I certainly hope
your. industry does not share the
delusion that government control
will solve either your- problems
or ours—I.am sure it -would de-
crease rather than increase over-
all oil supplies, and from what I
have heard in government circles,
one of the first steps would be to
stop all” oil. burner. ‘sales except
replacements. "I certainly ‘hope
 that - we. can-avoid either govern-

ment control or the sharp bidding :

up of prxr-es by competitive users.
In my opinion, the only way we
can avoid these - undesirable al-
ternalives .is to ‘see that all de~
mands  are - moderated, to . keep
within the limits of what the oil
industry can physically. produce,
which limits.cannot be expandnd
rapidly during the next two or
three years,

To the oil burner manufacturer
who does not favor any attempt to
discourage demand, I would point
out that in the long run, if de-
s|mand outruns supply, the' user
who can most readily find a sub-
stitute .for -his’ requirements of
petroleum. products will be the
one who, either by the action.of
free prices ‘or by ' government
edict, will eventually have to fore-
go such products. Of course, in the
middle of winter oil is almost in-
dispensable. to. one who has only
oil-burning equipment, but' over
the long: pull stoker-fired coal is
closer to being a'satisfactory sub-
stitute for oil for most home own-
ers than anything in sight-as a
Substitute for ‘gasoline - or, diesel
fuel in the field of transportation.
Straight competltlve bidding' for
oil “produects.in' a ‘time- of . short
supply 'will not work to the ad-
vantage of’the’ burner industry.
Also,: before. the: nation ‘seriously
considers the large scale: conver-
sion of coal into- 0il by highly ex-
pensive synthetic processes, which
have: to sacrifice two-third of its
heating ' value, economics would
dictate: that the coal be used for
heating - homes and the oil thus
saved be convertedinto. gasoline
or.diesel fuel, which can be done
with little loss.

Another possibility which might
force a reduction in heating' oil
consumption arises from the fact
that in a future war, or in an en-
larged training “and stockpiling

program in preparation for a pos-|

sible war, aviation fuel would
come mainly out' of kerosene and
distillate fuel oil rather than out
of ‘gasoline-as it: did during -the
last war. This is, of course, due to
the: fact ' that, for. military pur~
poses, jet engines: are largely re-
placing high compression internal
combusition engines using 100 oc~-
tane  gasoline, = Furthermore . jet
engines. use- far more . fuel . than
conventional engines, and ‘many
naval vessels are diesel-powered.

| Accordingly . the oil-burner user

may wake up some day to. find
an almost insatiable competitor—
the military — demanding ~ and
getting—a very substantial part of
the country’s distillate fuel oil
production.

* Constructive Steps

Perhaps these - points will ap-
pear unduly discouraging to you.
I hope they do not. Rather, I view
them as constituting sound reasons
for moderation on the part of the
burner industry,  Barring govern-
ment interference, I am sure the
oil industry will continue to exert
its maximum efforts to expand. I
do not know any :0il men who
want the oil-burner industry to
commit hara-kiri, Rather, it would
be our preference to see you fol-
low a course that will keep you
on a sound basis for the years to
come, ‘If you oversell your market
this-year, it may well have disas~
trous results for both our indus-
tries.- Many of you: have recog-
nized the situation and are already
taking constructive steps such as:

(1) Directing your engineering
and research efforts to produce
units that will deliver more heat
and  reduce: fuel consumption.
Such efforts on an industry-wide
basis will in the long run save a
large quantity of oil and make it
possible . to  supply more  new
burners.

'(2) ‘Directing most-of your ad-
vertising ‘and sales efforts to the
replacement market. ‘Savings of
fuel from this source can be sub-

stantial. I sincerely hope that the |

engineering standards of installa-
tion of replacement burners may
be on a new level of efficiency as
compared with that of many of
the old. umts BT

(3) Utilizing your burner re-
pairmen during the coming sum-
mer to inspect your former instal-
lations and insure the efficient
performance for which your units
were' designed. You men are far

better posted in this field than I

am, . but - reconditioning of fire-
boxes, draft controls, .and -burner
adjustments have offered substan-
tial economies: in fuel. consump-
tion in studies which have reached
my attention.

(4) Contmumg your united ef-
forts to get consumers’to provide
adequate storage facilities. This is
a vital need. Our company, has
already taken steps to help in this
connection, as it has made avail-
able to its customers, on the basis
of -cost plus 'a 10% handling
charge, thousands of additional
storage tanks. : -

(5) Making sure that prospective
purchasers of oil ‘burners are
given the facts about the oil sup-
ply situation. ; Your responsibility

velopment of tidelands oxl sources
which -constitute the best” prog--
pect ‘for major. . new .domestic’-
sources of crude oil, !
In the long run, of course, the
real’ hope for both’ our industries

rests in technology and free en. - :

terprise . which have overcoms -
and will overcome the obstacles in
the path 'of continued progress ' .
for us, and better standards of f
living for all, . "

'Patterson Director

Robert P. Patterson; Secretary
of War from 1945 to 1947 and now

does not end with your advertise- |- -

ments or’ official statements, but
extends 'to: ‘representations: made
by -all your employees or agents
who:-contract the public; Oilburner.

salesmen on a commission basis are |-
understandably prone to minimize |

the oil supply problem and - this
can : probably’ be -overcome. only
by making sure that everyone who
orders a burner reads an accurate
statement regarding the fuel sup=
ply situation. I am sorry'to- say,
however, ‘that: your:latest booklet
entitled .. “OHI - Answers: . Your
Questions - About Burning. Oils”

glves a falsely optimistic: impres-

sion-' of 'the .oil  supply situation.

While' you .may. be :able. to sub-|:
‘stantiate the individual statements

in the booklet, the over-all impres~
sion’-conveyed. to' the lay readet
is that he need not be: concerned
about’ the adequacy of ‘ fuel: oil
supplies, and that is unfortunately
not true. = -

(6) One of the greatest problems
the “oil industry has 'faced has
been the fact that state or regional
data“.on" oil :burner installgtions
have not-been available until they
‘were about two years old. In the
earlier years it -wasn’t ‘necessary
for the ‘burner industry to advise
the oil industry where the market
was  growing, how ‘fast it was
growing, and the number 'of in-
stallations being ‘made.  The oil
industry 'did not- have any accu-
rate - means  of evaluating a-state
market’ until. ‘your ‘ organization
started publishing estimated sales
and estimated total number of in-
stallations in the fall of 1947. It
is my understanding that you con-
template making this information
available on ‘a ‘quarterly basxs
hereafter, 4

; Summatry-

To summarize, T can do no bet-
ter than to quote my' subject~—
“Oil Cannot Heat All America.”

I do not think that it will be called-

upon to do. so. This cannot be
news to you gentlemen, but that
does not make it welcome, How-
ever, you will. still have a sub-
stantial replacement business. To
the extent that such replacements

or readjustments save oil, or some |

present oil users switch to coal or

|

natural gas, we should be able to"

handle 'a moderate ‘number of
new installations even' this year.
The oil industry will not for a
minute relax- 1ts efforts’ to’ con-
tinue its expansion, but in spite
of such efforts-the outlook is for
atight supply for at least two
or three years. Our, industries
must both" attempt to keep each
other ‘and ' the . public: fully in-
formed as to all facts bearing on
the supply- situation as we see
them.” If “and  when' the Middle
East can complete the expansion
of its facilities to take over the
greater part of the European mar-
ket, we may again be able to tell
your industry that adequate sup-
plies of fuel appear available for
a’. substantial expansion. :I: ‘am

afraid, however, that that time is:

at least three years away. .The

only - other good prospect for a|

substantial expansion in the next
fe\y years-would be the rapid de~

e Rnbert P. Pl!terlon Ry

head of the law ﬁrm of: Patterson, CoTs

Belknap & Webb, has'been elected " :
a. dirvector of J. Henry- Schroder‘ ;

-Bankmg Corporation

Frederic J. Del Pino Joins' v
Staff of Henry F. Swift Co. o

(s;:ech,al to THE FiNANCIAL anomcts) s
- SAN ‘FRANCISCQ, CALIF, —
Frederic J. Del Pino has becom‘~ :
associated with Henry F, Swift &’
Co., 490 California Street, mem- ;
bcxs of the San Franclsco Stock -
Exchange. Mr. Del Pino  was
formerly, San Francisco manager '

| for Barbour Smith & Co.

Wlth Herrlck Waddell Co._q'

 (Special to 'THE FINANCIAL CrnaiicL)

‘SPRINGFIELD,  MO.-~Clifford.; .

B: Nelson is.now connected with -
Herrick,” Waddell - & Co.," Inc. of ;
New York, He was formerly with
John G. Kinnard & Co. and prior.
thereto .was Springfield Manager
for White & Co. of St. Louis. .

With Conrad, Bruce & Co.

‘PORTLAND, | ORE, —Jenmngsﬁ
O.'Stendal, Jr. has become associ-
‘ated ' with "Conrad, Bruce & Co,, .
813 Southwest Alder Street.” Mr. -
Stendal was previously with Field
& Co,, Inc.

o B,

Joins Davis, Skaggs & Co.
(Special to THE -FINANCIAL Ouuomcxz)
SAN FRANCISCO, CALIF.—

Pierre' M, Kimball, Jr., has joined

the staff of Davis, Skaggs & Co

111: Sutter Street, members of the

San Francisco Stock Exchange,

7

: Business *.
Man’s
Bookshelf

‘Liquidation = of '‘the: Monetary
Purge in the Netherlands, The—
Synopsis of the regulations—Am-
sterdamsche Bank N V Amster-
dam-—paper ! :

‘Opportunitxes in Latin America . .
—Ralph Hancock—Duett, Sloan &
Pearce, New York City, - :

- Wage Drives andthe. Outloo!-txi
For Tomorrow—Chamber of Com-:

merce of the United 'States’ of o

Arnerica, ~ Washington, - D, * C-—-f p
paper—10c (lower rate .on quan-'
tity orders) b

itized for FRASER
p://fraser.stlouisfed.org/
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' The Employment Situation

(Continued from page 7).
new. construction. in 1948, with
about a quarter of a million more
workers employed at the peak of
activity this coming fall than a
year ago. Skilled workers are ex-
pected to account for about half
of this year’s employment - rise.
Roughly, 35,000 additional carpen-
ters will be needed, along with
about 10,000 more bricklayers, and
5,000 each of painters, plumbers,
and plasterers. R

As we have long recognized,
housing is a very special concern
of veterans because so many ex-
servicemen have had to live under
overcrowded conditions, or in un-
satisfactory dwellings. Nearly a
million permanent nonfarm hous-
ing units are likely to be started
in 1948 as against 860,000 last year:
and; 670,000 in 1946. ' If the 1948
estimate is achieved it will exceed
by a small margin the previous
record set 23 years ago. '

Despite the expected' increase,
adequate housing will continue to
be one of this country’s greatest
problems for many years to come.
With the huge backlog of needs
built up during the war, and with
the: recent' reeord-breaking mar-
riage and birth rates; we will need
to-produce homes at’the rate of a
million or more:each year for at
least another, 10 years,

It appears that the major ob-
stacles to expansion of housing
activity: at. present "are' neither
materials nor labor but high costs,
together with . emphasis. on. the
more - costly type of single family
houses. rather than on  smaller
rental units, Surveys.show that
most veterans who plan to:build
or_buy a home feel"that $7,000 is
their limit, yet the’ selling price
of” new~ one-family homes prob-
ably averages nearer’ $10,000:
About” half of “the- veterans who
seek- housing . 'want - rental units,
but’ only-about .15% of the' units
started’ last autumn were _struc-
tures. which: could. house two: or
more: families. By way of: con-
trast, rental units 'in the twenties
constituted :about 40%. of all hous~
ing erected. . ” :

‘If:the-present price barriers can
be overcome and:theconstruction
of rental-units.stimulated, there is
no doubt that the building and
allied industries can be' a strong
support. of the. present.or even
higher levels_ of total employment
for some years to.come, However,
if" costs. get .too. far out of hand,
residential construction can well
be among the- first” industries to
suffer.

The Outlook in. Manufacturing.

Manufacturing has shown even
greater strength than construction,
during- the past year as well as
over the past two decades. Almost
half of the total gain in nonfarm
employment since 1929 has oc-
curred.in this field. In 1947, 37%
of all nonagricultural wage -and

salary -workers had jobs-in manu-|

faeturing establishments as against:
34% in both:1929 and.1940.
- Of the two major sectors of!
manufacturing, ' the- hard goods-
group has been considerably more:
'dynamic. In 1940, there ‘were 5
million employees in the durable
goods industries; as against almosti
6 millionin' the nondurable-seg-
ment. Today, although both groups'
have  gained sharply, their posi-
tions: are -reversed, with nearly
8 million at work in the durable
- and somewhat fewer in the non-
durable group. :

In many cases, the same influ-~
ences have served to increase em-
ployment in each of these indus-
try groupings. - Among the more
important factors still‘at work are
the great amount of domestic pur=
chasing power resulting from
wartime-savings and full employ-
ment; . the. huge backlog of  con-
sumer. needs built. up. during the

#<. .. warr years, and the world-wide

for American goods.
‘In addition, each segment has
‘ responded to its own special in-

‘-//frser:stlouisfed.org/ :

tluences. Affecting the hard goods

industries has been the need for

new - plant facilities: not only for
2xpansion purposes but also to. re-
slace old,, worn-out equipment.
The most recent current' indica-
{ions are that replacement. and
‘mprovement demand continues at
oeak levels. ‘Also, the demand for
consumer-durable goods—not only
automobiles, but also refrigerators
and similar. household equipment
(particularly items used in new
houses)—still appears to be ahead
of supply.

The
uniquely in the soft goods field—
particularly in textiles and cloth-
ing—seem to be less substantial.
But in February, these industries
were. operating at peak strength.
One important . consideration ‘in
analyzing the trends in this.field
is the seasonal nature of its opera-
tions; The prewar:cycle of- high
activity at certain seasons: of the
year and layoffs at other periods,
which characterized these indus-
tries before the war, was quite no-
ticeable in 1947. Barring a sudden
influx of orders as a result of the
new. defense program, the same

phenomenon can be expected to.

recur this year. In any event, op~
srations may’ very easily, slow
down. more than.seasonally, in a
few lines without upsetting the
economy, -

The Current. Demand Situation

In 1948, as in. 1947, the: under-
lying economic " pressures affect-
g employment . trends- are: pri-
marily on the side of demand,
although there are some: factors
of weakness in the situation.  Pur-
chasing power continues: strong,
and the dominating:factor: eclips-
ing in good measure the doubtful
elements. is that a-healthy, effee-
tive demand still. continues for
almost anything.we can produce,
Rising. prices can choke off much
of -that demand, but there  is no
reason: why: prices .should- really
get. out. of hand. Fundamentally,
our. economy- today is.in much .the
same condition it was in last
August, when I called your atten-
tion, on the- one hand, to  the
strong pressures of demand then
existing,, and. on the other. hand,
to the dangers.of. high and. rising
prices cutting into buying power.

Now, superimposed  upon -the
already strong:. demand picture,
comes . the new defense: program.
Its effect cannot be appraised un-
til more is known of the require-
ments: in terms of. supplies and
manpower, But this much is cer-
tain — goods already scarce will
certainly not become more abund-
ant, More than ever it will be
necessary to keep close watch for
inflationary developments,

The Supply of: Labor

So much’ for thé demand for
labor. The supply of labor proved
flexible enough in 1947 to keep in
remarkably close balance with in-
dustry’s needs for workers. There

was no real labor surplus, ‘nor

were there any particularly seri-
ous manpower bottlenecks. - The
scattered. labor shortages. which
still occur are either in specialized
lines or else are in areas with
inadequate housing.

Even with the armed-
at their ' presently.. authorized
strength, there is no reason to ex=
pect ‘a ‘change in. this generally
balanced  situation. - Currently,
there are about 1% million more
people in the labor force than
would” be expected on the basis
of prewar trends. -Actually this
excess of 1% million is a net, re-

sulting from a much larger excess:

of older persons:and teen-agers,
partially offset by. a deficit. in the
younger adults. group. The ex-
tremely high postwar marriage
and- birth rates have taken more
than: 1% million women in: the
ages- 20 to:34-off the job market.
In addition, the number.of younger
men is also somewhat below nor-
mal largely because many ‘ex-

.

influences operatingy|

forceés:

servicemen are still in school.. In
the normal course of events,'large
numbers of veterans will -be com-
pleting their schooling in the next
few years and will be seeking jobs
commensurate in -skill and com~
manding earnings in' line: with
their. education. and training:
Should . conditions call forth. more
workers in the near future, there
would be available not only. the
new entrants .into the labor force
but also. many. of the: young .men
and. women- now out: of the job
market. « :
. Increasing the work force is not,
of course, the only way to expand|
output, assuming. that the mate-
rials ,and facilities are at. hand.
Another method is to- extend the
work week although our surveys
indicate . that: the five-day week
and the, eight-hour day- tend tc
yield:the rest results-in terms:of
efficiency, absenteeism, and. work
injuries, L ‘
In.fact, in order to achieve-ihe
current peacetime prodaction rec-
ords, the' work week: has actually
been exceeding 40. hours in many
establishments: during: ' the - past/
year,  This was particularly note-
worthy: in: manufacturing,  which
is generally: subject to the over-
time pay requirements of the Fair

Labor: Standards Act, All the ma- |

jor ~groups  except: apparel ‘and

| leather-have been: consistently at

or above' the 40-hour ‘average-in
recent months; Since the:average
is:always: reduced by. normal ab-
sences: and. turnover, | it is: elear
that the scheduled work.week was
considerably higher ‘than 40 hours
a week, . :
In nonagricultural.industries. as
a ‘whole, -fully two out of: every
f i'v. e nonagricultural - workers
have been working more:than: 40
hours: a week, ~About an: equal
number” are: working 40 hours: a
week, and fewer than one in.five
put in:less time, Included in.this
latter: group' are a  substantial

number ‘of part-time workers sueh.|
as-students: and ' housewives, and
also many who are out because-of |~
S0 -far.~F-have:touched .on -the
‘veterans.only-as: they:fit:into. the
general.picture;: I -have done-this
‘beeause. veterans-do-not. live in 24
ivaceunt. They. ~have:-jobs+ only
whenjobs-are-available;”industry-
.pays~them: the. going = rate;  and

illness, bad 'weather; and materials.
shortages. DN i
‘Another: factor: affecting output:
is productivity: In-1947; there-ap+
pears to have been-a: modest*but/
definite ' improvement~over"1946;
It"is encouraging to note that sur-
veys of management opiniomn have:
reported a steady improvementin-
the efficiency of workers during
1946 . and"" 1947.  With- favorable
labor-management relations, fur=-
ther improvements will come with
additional experience .on peace-
time jobs. ;

The Unemployed:

In spite of the essentially. full
employment which we have been

| enjoying, it. is important fo take
note: of. the unemployed. in. our

midst.,’ There are not very. many
of them—about 1.6 million at the
seasonal low of last fall; and about
2.6 million: at. the : seasonal: hig}
this. February when the severe
weather and: shortages of indus-
trial fuel caused many industries
to curtail operations, Virtually all
of. the improvement in. unémploy-
ment-in the past two. years has
been. among. veterans. Currently:
the rate of unemployment among
ex-servicemen . continues  higher
than -among other men workers,
but the ditfference: has. been: nar-
rowing steadily for some time.
Unemployment appears. to be, as
it -has-been during the past year,
of . two distinct types.. Most of- the
unemployed -were laid  off. -for
such ‘reasens as . climatic condi-
tions, inventory taking, and mate-
rials shortages, and they remained
out. of work-for only a relatively
short time. The other group, how-
ever, consist of workers who have

b e'e n. experiencing, considerable |

difficulty: in finding new jebs, Re=
ports indicaie that thuse are, in
the main, older: persions, - non=
whites, women, and inexperienced
vouths, According to' Census es-
timates, there are about a guarter

of “a- million. persons who: have
peen. unsuccessfully seeking work
for more than 15 weeks.

"“'The Price Situation

As I have previously indicated,
price developments could serious-
ly affect the outlook for emplcy-
ment and the economy in gereral.
A . sustained ~decline in ' prices
could lead to large-scale lay-oifs
and' business ' failures... On the
other hand, decreases in the cost
of food alone could have the effect
of bolstering  purchasing power
for other commodities- and thus
tending- to increase-total’employ-
ment.

February’s - price ~developments
can best be explained on the basit
of ‘specific market situations. The
drop in grain prices, for instance.
was- primarily- due  to improvec
crop prospects. It was not partic-
ularly ‘sharp, - as- the bottom did

not fall below .the price for last:
. sumimer; and it did not spread’ to

industrial prices. Many of the lat-
ter; in fact, actually- continued to
rise.  A' detailed analysis. of Feb-~
ruary’s break in farm- prices:and
of subsequent developments shows.
that - the ‘basic situation: is 'quite
different.from:1920,: when. prices
collapsed, ) e s

' During the first World War and
its aftermath the prices of agri-
cultural  and. industrial , products
rose-in about-the same degree, and
reached a.peak:about the same
time., - When the. break. came it
spread widely and most prices fell
swiftly, . This time; the prices oi
farm products paced the upswing.
so, that at’'peak they were almost
three times as great as-in 1939.
whereas .the  prices, of. industrial
oroduets are less than twice their
prewar level, RS
- Another "factor in the current.
price situation. which tends' to
make for " greater stability now

‘than in 1920 is purchasing power.

With employment at" peak -levels,
with wages not lagging hopelessly
behind-pric¢es; 'and. withsavings

‘and:--credit:..reserves still- high,
much-

buying-= power" :today- :is
greater-than' back.in:1920" " .

sidenis Thes Veterans .« 4y

their-economic: status -is healthy
only 'when: thew+economy- as ¢

‘whole-is healthy:: I.have also done:}

this-to highlight the- fact'today:
atleast; we" are- not confronted
with' the crueial question of how
to reabsorb: the veteran into civil-

ian life. - He has been reabsorbed.

—quickly and efficiently. ' More
than 12 million veterans now have
jobs, about -half a million are out
of ‘work, and 'a million and a half
are either in'school full time
are out of the labor force for ve.:i-
ous other reasons.

This highly satisfactory showing |

reflects, of course, the overall em-
ployment: situation, but it was
aided | immeasurably by two spe-
cific “programs of the Federal
Government,.-One was the service-
men’s readjustment program
which . gave the new. veteran a
chance ‘to' get himself readjusted
to civilian life without the neces-

sity of taking makeshift’ employ-

ment.. . Altogether, :out of nearly
15 million’ veterans of World War
II more than' 7-'million’ received
at' least“one benefit payment for
unemployment, and -another 600,-
000 drew at least ‘one self-employ-
ment . allowance. About - three-
quarter - of a million were on-the
rolls'long enough to exhaust all
their-rights. ‘A total of $2 billion
has ‘been paid:out under: the. un-
employment program, with" an-
other half billion being disbursed
under-the self-employment phase.

The: other activity of the Fed-
eral- Government. which:has been
of inestimable value both to. the

veteran and to the economy as. a.

whole is the education and train-
ing program—the largest activity
of its kind ever undertaken in the

Jnited States. ' More than 234 mil~ -
lion veterans are now in school or
‘aking training-—nearly one out of
every five eligible: veterans. )
It cannot be said -too often that. -
these men- who are now-students. :
and trainees constitute not ‘only a-
great challenge to our economy;,.. -
but also a-great-hope. With their. |
ambition and their newly acquired. -
skills, "‘they. will need.only a fa- -
vorable economic climate to push:'.
production — and: the ‘American. -
standard. of living—up. to- new
heights in-the years to come. !
In this. connection; the Bureau
of Labor Statistics will shortly is« .
sue a manual of occupational out~ -
look: information purposely de- :
signed for-use of the veteran in. .
making  his decisions as to the -
kind of- training or education to:
pursue: - It" will ‘contain: an ap-
praisal of job prospects in 200 ma~
jor -occupations  of the  United: *
States and -should be of invaluable -
aid in the vocational. guidance of -
our: veterans. ; X ]

A Look Ahead’ s
During the coming monthsbeth

prices: and- jobs -are likely  to- be. ;
affected:. by numerous: factors— .

psychological, political, “and. in= ;" 2

ternational,as well: as. the. purely
economic; «: It would- be very: easy -
for-the fates to-conjure up a coms
bination:of forces: which-can play. '+ -
havoc with out prosperity. But:a. ,
comparison: of - conditions . today: .

with those which existed after:the -

first-World War is' generall