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Inflation Endangers
Economy: Traman|

_ President confends threatened in-
. flation_is grave menace to our
economy, and .pleads for enact-
" ment of his 10-point - program.
presente(l to.Congress. Cites tax
reductions and.  proposed ERP-
along with greater defense costs,
as intensifying inflation.

In a formal address on April 17
at the Annual Dinner of the So-
ciety . of . Newspaper- Editors -in
Washmgton, President  Harry S.

'ruman’ reit-
erated his de-
‘mand, already
+ made. to Con-

“thority to
control prices
;and wages,
= pomtmg out
to. his audi-
;-ence that re-
_,.cent develop-
.>ments. show
that voluntary
- ~restraints are
ineffective
and, - because
of “ERP and
the defense program, as well as
<+ tax -reductions, inflationary ten-
. dencies have become stronger.

The text of the President’s ad-
dress follows: :

‘"I am glad to be here tonight to
speak to the American Society of
Newspaper Editors, You editors

. make. a distinct. and  important
contribution to the operation of
government- in the United States.
“Your frank expression of views on
.current affairs. has great value to
our people..in .helping them to
form their judgments.

It is because of the influence

(Continued on page 31)
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" | which to get anything that may

{national defense,

Why I am Oppesed to UMT'

‘By PROFESSOR AL

Chairman of Education Depar
President, Board of Hi

- Educator opposes military. training proposal because .it would not

solve army’s manpower problems,.

. fense, might give nation false sense of security, and develop war-"
like spirit. Contends UMT would impose heavy tax burden on
American_people and remove a million young men. annually from -
productive effort, thereby. impeding production essential to provide

aid to Europe and combat inflation in United States.

I opbose Universal Military Training because its.adoption at this

time could make no possible contri

ONZO F, MYERS*

tment, New York Universnty
gher Education, NEA . - -

would not proyide adequate: de-

the details,

bufion toward solution of present

Eslate Planmng in Pra_chce

"By EDWARD M, HEFFERNAN
TI ust Officer, Ann Arbor Trust Company

.Mr. Heﬂ’eman, contmumg his discussion of estale planmng, as pub-/
lished in previous issue of “The Chronicle,” outlines procedure and
. equipment required in planning estates under: various- situations. - -
- Gives -consideration to_Federal and other . tax liabilities and to .
.- method of handling insurance proceeds. Notes progress in educat-
) mg public and better co-operahon with legal profess:on, regmlllg
estate planning. )
+-Ina- general discussion of Estate Planning in.an article in the
“Chromcle" of June 5, 1947, the Estate Planner was compared 'with

an architéct who is reqmred to draft a general plan and work out
Nevertheless, I realize that there probably are some

MuUtary. manpower, probiems,. 1.<¢
we are short on trained military
personnel at. this time, we' should

not divert approximately 180,000 :

officers and. enlisted : men from
military duty .in order that they
may train Umties. " The campaign |
for. adoption of UMT represents
an effort on the part of the Presi-
dent. and, the War ‘Department to
stampede the Congress into adopt-
ing 'UMT -now,. not because it is
needed, buf because “it:has:been
judged by proponents of ' UMT
that the present period of war
hysteria 'is ‘a favorable time at

be demanded - in <the ‘name of
regardless 'of
whether it makes sense or not. If
we are on the verge of war with
Russia, as the propaganda would
lead us to believe, this certainly is
no. time to adopt UMT.

I oppose UMT because it can
provide no adequate basis for the

(Continued on page 36)

*Abstracted {from an address by
Professor Myers before the Asso-
ciate Members of the New School
for Social Research, New York
April 19, 1948, !

EDITORIAL

As We See It

Wisdom vs. Pamc in Defense"

" For a- good while past ‘the thoughtful citizen has had
good cause to wonder whether the . authorities were pro-
ceeding in wisdom or in panic in matters that have to do
with defense..
suspicion that they “were. really not proceeding -at all; but
taking: it-all out in coﬁtroversy and words. " It must be said
that the’ deyelopments of the past few weeks have done
nothing -to allay these fears and doubts. Certain events of

s
[ ¥

the past week or two must be regarded as having rather

positively further stimulated. them.

The particular point which has ‘given such a’bad im-
pression. of ‘what is. going on. in Washington is, of course,
the controversy about the air arm. Some little tlme ago
someone dreamed up a sort of slogan known as a “seventy-
group” Air Force. It may have a definite meaning to at
Jeast some military men, but few outside of a strictly limited
circle could say pre01sc=1y what such a program means in
terms of an over-all total of planes, types of planes, and all
the rest. Neither is it at all clear what many of the advo-
cates of this program have.in mind as to the period of tlme
in which we should reach this level of armament. -

But this “seventy-group” label has taken hold of
thé popular mind, or, so it would appear from the be-
(Continued on page 30)
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vquestlons still:

in the minds’
of many indi-
viduals as: to
the "exact
nature of- the
plans required
for the proper
and expedi-
tious handling
of their
estates. Tti
the purpose of
this article to' -
show.~ exactl

what . can b.e

¥

done - for

customer by
the ‘writer. "I
shall “explain’ step by step - (see
previous article for the .11 ‘sug-

| Ed. M. Heffernan

ious and complex phases ‘of one
particular case. ¢

Perhaps it should be pointed.
out at the start just what. “tools”
are needed and used by the Estate
Planner. He should have a basic.
knowledge of taxes, together with
a set of the latest tax. tables,:as
well as a wide background :of
trust arrangements, and estate ad-
ministration.. He should also have

(Continued on page 28)
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‘Soft Spots in the Price Structure |

Pointing out prices have dropped after all previous wars, Dr. Rodgers contends it is Iikely to happen
again. Attacks theory price level: will be maintained because of money. supply, and. bases future price
" trend on end of spending. psychology. ~ Denies in competitive economy;. under modern marketing condi-
- tions, costs defermine market: prices, and decries reliance of business: on. ERP’ as basis for forecasting
still higher prices. Contends wage increases.in buyers’ niarket are deflationary rather than inflationary.
. History repeats itself, they say, but with a_difference. "Our problem on prices is how
much difference: What does history have to. say about the effects of our wars en- our price-
structure? Subject to the limitations of all index numkers, let us make some quick compari-

sons “on the
basis of the

‘| 1926 wholesale

price level as
100.

In the War
of 1812 prices
rose from
104.9° in. 1811
to 154.6 'in
1814, ‘an in- .,
crease of 47%.
But by 1816
prices had
dropped back ..
t0 103.5, which
was even low- VER
er ‘than' “the ' Raymond Rodgers
prewar’ level! ; e

In the Civil War, using the same
basis (1926=100), wholesale prices
zoomed from: 60.9  in 1861 to 132
in 1865, an increase of 116%. By
1868 .prices had ‘declined to 97.7
and they continued to decline un-
til they 'avéraged from: 82: to" 84
in' the early seventies,- which was
33% higher than the level prevail-

.In the same way, World War I
wholesale prices rose from 68.1 in
1914 to 167.2' in May, 1920, an in-
crease of 145.5%. From the World
War I peak in May, 1920, prices
dropped very sharply to a 'level

| about  one-half . as high “in ‘19

months. - Prices then- tended to
stabilize at about 40% above the
prewar level: until the depressed
'30s arrived on the economic scene,

On' a ‘comparable -basis, World
War II wholesale prices rose from
77.1 .in 1939 to. 165.6' in January,

[ 1948, an increase of 115%.

Prices have thus risen in all of

| our wars. They have also dropped

sharply ‘after-all of our previous
wars. Is it reasonable to expect

| that -World' War 'II" will" be - an

exception to this traditional pat-
tern? . '
Well," World War II' price be-
havior is already an exception so
far as the duration of the peak
levels' is concerned. It is now
nearly 33 months:since V-J Day
and prices are . still- at peaks in
many lines. ‘This is in sharp con-
trast to the declines, which started
in soon after the end of the War
of 1812-and,- also; soon after the-
Civil War. ' As for World War I,
the price break came 16 months
after the end of hostilities, - In

-fact, the World War I pricede-

cline was. practically. finished irt
33 months whereas the World War
II price decline has hardly begun,
assuming that it has begun!..
Clearly, ‘if ‘the history “of our
previous wartime inflations teach-
es us anything, it is that @ sharp

‘| break in the present general level
_ of prices is inevitable,

and, more-

*An‘ address by Professor

| Rodgers before Supervising - Ex-
|| aminers Conference,’Federal De-
| posit Insurance . Corp.,

Wash.,
D: C., April 14, 1948. ;

By RAYMOND RODGERS*

N

- by one.

over, that it is 15 months overdue!

Many students of Business, how-
ever, especially businessmen, feel
that the. basic economic factors
underlying our present price
structure are so different from
those in- our " previous .postwar
price structures that only a minor
price readjustment’ is. to be - ex-
pected. Their arguments will now
be examined and considered; oné

Effect of Money Supply
:"The most widely and most-in-
sistently ‘advanced -argument 'is
that the enormous. increase in the
quantity of "pocket money and
bank deposits make a “high” price
level inevitable.: They point out
that during the war period..“fold-
ing ‘money” in the hands of our
people increased from'$6,401,000;-
000 in December, 1939, to $26,600,-
000,000 “in. December, 1947. By
.way -of comparison,. $3,639,000,000
did the “money work” in 1929 and
that.was the end year of a roaring
boom. “Total bank : deposits: (de-
mand ' and  time, adjusted) in-
creased  from ‘a December, 1939,
figure of $57,698,000,000 to a De-
cember, 1947, total of $144,600,-
000,000. ,.Or ' taking ' demand ' de-
posits .(adjusted),  which functfon
as.-money even’ better ‘than the
“folding - money” , mentioned ' be-
fore, we find an increase from
$29,793,000,000 ' to - $86,900,000,000
for the same period. i

Pocket'money: is thus more than

four times its prewar volume and|.

demand deposits are three times
the prewar level. While these in-
creases are enormous, it should: be
clearly understood that they are
passive; that is, other than psycho-
logical influence, they affect busi-
ness: activity ‘only " to the extent
that they are used. To the extent
they 'have been used, they have
been the primary means of infla-
tion, but they were not the: real
cause. By the: same token, huge

- deposits and - pocket money will

not. prevent: deflation, ‘or . even

- cushion the recession, unless. they

are used by the public, - In human
affairs, inclination is the criterion

-—demand - is-the: ¢ontrolling fac-

tor. "A: lot of businessmen  are
“kidding”". ‘themselves' on “this
score. : ; G

To show you the importance of
inclination; please ‘note that: de-
spite our ' enormous volume of
money and-demand deposits, bank

‘| loans. in. 1947 increased $7,452;-

000,000 to a total of $43,100,000,000
at the end of the year. Although
most_people would say ‘this ‘was
caused: by  high" priees, * actually;
inclination caused' the creation of
this new ‘purchasing power, i

The- quantity of’ money argu-
ment - relies too heavily  on: be-
havioristic - psychology. . If . the
American people were unthinking

automatons, if they were' electric’
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| he.is a Jaw unto himself. He is

-1:|'to the' Department of Agriculture,
.| onJan: 15,1948, the index of prices

very. long!

tabulating machines in which the
answer is- absolutely predeter-
mined by the material placed in
them, then price would be simply
a function of quantity and there
could be no. question about the
future of'the price level. But the
American is' a living, breathing
compound - of - hopes and - fears.
Contrary to economic law, which
presumes: that homo  economicus
18" rational, ‘the ‘American ‘is, all
too often, irrational and at times,
even. irresponsible, He spends
when he should save; he. saves
when he should ‘spend! In short,

an American, and any attempt to’
reduce him:to.acommon denomi-
nator is foredoomed: to failure,

" Standard (_)f Living Factor

. In countries where the standard
of wealth is low and the standard
of living is little above the sub-
sistence :level, ‘money placed -in
the hands of the: people is imme-
diately spent for necessities; but,
in'America, our standard of living
is' so:high that our people have
the choice' of spending or saving.
Likewise, our resources and op-
portunities -to . get ahead are so
great that those who do not have
the_ money to pay for the things
they want to' buy, have no diffi-
culty in securing an enormous ad-
ditional. volume of goods by se-
curing the: necessary purchasing
power from consumer credit chan-
nels. s

This-is'not to deny the impor-
tance of the quantity of money
and credit, it is ‘merely to once
more state an obvious, inescapable
fact: The' mood, or “psychology,”
if, you please,: of the -American
people determines whether they

spend or wait, and don’t. let any- ||

body’ tell you "differently. As I
said ' before, ' the - quantity. = of
“money”. derives. its chief impor-
tance from. its effects on the “psy-
chology” of the people,

3 Supﬁort of-"Agricultural Prices:

There are others who maintain-
that government support of farm
product prices will keep. all prices
up. They reason that government
support. prices -on - agricultural:
commodities will prevent the price
of food from dropping very far:
and .that since food is, basic and
fundamental in the economy, other
prices ' will' necessarily remain. at
high levels. "This is indeed a weak
and : transitory. support for. the:
price structure because of the un-
precedented: price distortions aris-
ing from the extremely high leveli
of ‘agricultural prices.’ Aceording’

received by farmers was 223%
above the 1939 level, whereas.the
prices of non-agricultural  com=
modities had risen only 80%. Even
the farmers don’t expect such a
great ‘maladjustment to continue

The high - cost - of - food price -
level-prop argument is cut out of
the same cloth and has the same
weaknesses ' as- the high-cost-of-
wages argument advanced. by
marny observers.” They insist that
high wages necessarily mean high
prices. Before the widespread
unionization of -the thirties this
would have been too-silly to dis-
cuss. - Even with.the wage in-
creases .and addifional economic
strength ;. won Dby, ,the unions' in
recent yeal's, the'fact remains that
any such thinkIfig® puts the cart

(Continued on page 37)
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., |.securities field, is the most preSsmg and-unnerving:.

Newl)urger, Loeb & Co.

% The Feat Thai Follows Unicerfainiy

7 SEC and NASD a dtlal OPA THeir pnce ‘control. eﬁorts contrary
" to,_our systein of freé_enterprise. . Comrmsslon will not define doc-
trine of reasonable relation to market prlce which it created. - Deal-
ers in quandry,, . Acting at. their peril gives. rise, to.fear, lnvest-’ ’
) ment “feld- contmuodsly provoked. Budget allowance, a waste.
Emergency over.: Commxssron should be abohshed

Of all the many activities of the Securltles and Exchange
Commission which have plagued underwriters, dealers, and
brokers,.the emergence of the Commissioit and! the Natlonal
Assocratlom of .Securities: Dealers, as:.adual OPA " in the
The. attempt of these orgamzatmns to:control: phces to
dictate reasonable “mark-ups” without. an eye to. profit, has
dlsturbed the equilibrium of the ‘entire industry..

. Accustomed- to operate a free and: open: market in' an

g economy based upon: the principle of free’ enterprise where
Py ‘the ‘fluctuations” of -supply and demand were. controlling,
,dealer-brokers through the ‘dévious -activities of the SEC

-and+ the. NASD; find: superimposed upon: them: the “5%
yardstick” and the principle’ of “reasonable relationship to
market price” of the first Hughes case. _

g Why those dealmg ini and! selling securmes should be
chosen as the whipping: boys'is' hard- to: fathom; since the
pubhc is' more investment conscious now than 1t ever: was
and its knowledge of-the factors which go into the appnusal
of securities has considerably. increased.

The old- cry of the deluded widows and orphans has
long: been exploded, because, quite generally, those who
invest 1and are unknowmg seek the advice of 1nvestment
counse ;

(0] course there st111 arise. 1solated mstances of *nal-
practice ‘and - there always' will - be, ' Perfection 'is an ideal
which we approsch but never comp]etely achieve.

i The sad commentary is that our regulatory loodles in
the securities:field treat dealers and brokers as if they were

-| 4-pack of thieves andcite, some. of those isolated instances

as Justlflcatlon for such treatment.

«These bodies ignore the hlgh plane and standards that
prevall crenerally irf’ the securities field today. . /

. In creating so- ~called price - standards and regulatlons
the SEC and the'NASD no doubt consult with each other
dnd when these standards are. finally enunciated by the re-
spective bodies each quotes the;rules and regulations of the
other as ‘authority as if the results of their.respective efforts
were " independently: arrived at.. . That impresses ‘'us pretty
much as if the Devil were quoting Scrlpture

Naturally, dealers and brokers, who ‘are Sub]ected to

| these edicts;. try to.determine what: they .mean, what is

cxpected of them. Can they do so? Let us see,

What does “reasonable relatlonslnp to:the market price”
mean" How much of a mark-up; may 4 dealer. accept without
being subject to. criticism? What is the 1nax1mum mark- -up
that he may take?

Since the SEC as doctrmalre has estabhshed the prin-
c1ple of, reasonable relationship to.the market price in the
first. Hughes case, you would naturally expect to get the
answer from the Commission.

-What ‘does'the SEC say? . '/ - '

: Listen-to the Chief Counsel of its Tradmg and Exchange
D1v151on, Mr. Louis-Loss: ‘‘Another question which in the
nature of thirigs was left unanswered.in the first Hughes

case — and whlch the Commission, I would guess, is not.

likely .to attempt to. answer.—is precxsely what" spread 1s
reasonable in relation to the current market in all cases.

If the author of the product won't tell, who will?.:
Will .the. Commlssmn at least formuldte: a set' of rules

ket price can be determined? What elements are to be con-
sidered? Is there to be any profit? Is the period during
(Continued on page 40)
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By HEINZ H. BIEL* g
FEconomist, Laird, Bissell & Meeds
. Members, N. Y. S. E,

Pointing out business. conditions
though generally good, are shady
in spots, Mr. ﬂiel contends in-
vestors are beginning to fear not
‘only deflationary effects of fiscal
“and credit policies, but also ad-
verse results of threatened re-
“daced earnings because -of high
" break-even points of business
' concerns,

<I-have -accepted” with’ “mixed
féelings your invitation to discuss
the outlook for the stock market.
[t:is an honor to talk to you, gen-
tlemen, who .. 5y s 6
form” the vi- .
tally impor--
tant link be--:
. tween ‘the
‘brokerand
‘the "investing -
public. But L.,
must confess
‘to "apprehen-
,-sion. It seems '
that " 'Ihave
been . chosen .
to state “the
-case  for. the
“bears,” and a'-
“bear among
customers’
men  is about )
as welcome as a bull in"the china
shop. i » "
But a bear is no more your “en-
emy” than the weather forecaster
who predicts rain. It is a mistake
to: listen only to the sweet music
" .coming from the “bull” side. We
can not afford to indulge in wish-
-ful thinking.. We must face the
-fact that we have chosen a pro-
-fession where errors in judgment
.show up fast, When. a physician
-makes a wrong diagnosis, the pa-~
tient may never find it out. When
a lawyer gives bad advice, he can
blame it on the ambiguity of the
.Jaw. But when we are wrong, the
customer loses money—and that is
where the argument ends. ;
..., The ‘customers’ broker can be
bearish and still do business. If
e . keeps his clients’ accounts
_liquid, they will have the buying
-power to take advantage of major
rallies, Besides, better switch op-
portunities and greater value dis-
.¢repancies are usually found in a
béar market, ' b
.- S0 much' for the apparent, but
; (Continued on page 38) ,

Heinz H. Biel

*An address by Mr, Biel before
the  Association  of Customers’
vlligrgé(ers, New York City, April 15,

‘a ' business

By SIDNEY B. LURIE*

Jackson & Curtis
Members, N, Y. S. E.

Mr. Lurie contends, because of
inflation, stocks will. remain
‘ above prewar levels, but a down-
ward readjustment may be com-
pleted before postwar business
:stabilizes. - Predicts, however, a
190 industrial stock: price aver-
age before Labor Day.

When Eddie Tabell invited me
to discuss the stock market out-
look with your group, I was a lit-
tle hesitant about accepting even
though it e
‘meant an .au- ¢
dience for my :
views: This:
stemmed from -
more than the
fact that i
make no- .
claim to be-
ing  the “sole
possessor .of. ..
the answer to
the $64 ques-
tion; ‘we’re ‘in -
which re- Sidney: B. Lurie
quires posi-
tive = opinions ;
and, right or wrong, I have mine
and_you have yours. Rather, my
hesitancy reflected the fact that
I don’t want to be “Lucky Pierre”
—and right now we are in the
middle of a market phase bounded
by an already established trading

top and the Italian elections. Fur-
ther, it is impossible for me to
«discuss . the  long-term ' outlook
when I don’t think there has been
any such animal as long-term 'in-
vestment policy since'the spring
of 1946, i [

" For these reasons I am not go-
ing -to hew  strictly to the an-
nounced subject matter of today’s
forum. . As a case in point, let’s
first consider the money making
opportunities - the market offers
the realist. And by realist I mean
the ‘customers’ broker who recog-
nizes the New Look to the market
—a look which requires a fresh
approach,, ayoidance .of the popu-
lar cliches;so, dear to:all of . us,
This  point. . can’t be. overem-
phasized, for once we uUnderstand

*(Continued on page 38)

**A talk by Mr. Lurie at meet-
ing of the Association of Custom-
ers’ ‘Brokers, New York City,
April 15, 1948.
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The Outlook for the Stock Market

~By ARTHUR J. MESSING* .

' With Herzfeld & Stern

Members of the New York Stock
Exchange

Mr. Messing looks for continua-
tion of present.bull market, led
by the Rails, with minor reactions
taking ‘place from time to time.
Says recent stock market rise has
powerful base which was built
up- during February and March;

" Technically . speaking,” a 'rew
chapter in"Stock ‘Market history
hag been written by the action of
the market: from the ‘early :part
of February up to the. present
time, = Market technicians of: the
future will - write chapters ‘and
books on what will become known
ag “The Great .. . 5
Island Rever-
sal of 194871,
shall endeav-""
or later to ex-
plain in 'some -
detail what in -
time  will, I
think, become
regarded * ' 'as
the most clas< -
sic ~ of ' stock
market - for-
mations; to-
gether ~ with
the implica-
tions” whichI
think that we
can: draw. for ‘ i
the future from this most power-
ful of formations.

Before  setting forth my. con-
clusions, I think it best. first to
describe the very powerful for-
mation which the market has out-
lined during the past two months.
In order to follow the description,
the Times'chart should be before
you." On Féb. 10th," a ‘downside
gap  was left open between just
under: 111°-and judt above ‘110,
This' 'was -what . is known as' an
exhaustion  gap, “indicating .final
exhaustion of selling = pressure.
Thereafter, for almost six weeks,
the market traded in a very nar-
row range with four distinct as-
cending bottom. The long trend
line through' the wprior tops was
decisively . penetrated on the up-
side on Thursday, March 18th. On
Friday, March 19th, the top of the
trading area :was again reached,
accompanied by heavy w¥olume,
On the next day, a: gap opening

A

Arthur J. Messing

occurred, - also - between 110 ‘and|

111 at the same place as .the pre-
vious exhaustion gap. This obvi-
ously was a breakaway gap, and
left all of the period from Febru-
ary 10th.to March 19th as an
“Island”; the most powerful and
dynamic formation possible; And
so rare, that I believe that it will
become a classic formation - for
future writings. 3

The  dramatic “advance : which
the Stock Market has experienced
during the past four weeks indi-
cates in no uncertain terms the
powerful base which was being
built up during the latter part of
February and  the early part of
March, and the dynamic effect of
what I call the “Great Island Re-
versal of 1948.”

We -are probably completing at
this level only the first of a series
of upward legs in a new phase of
the advance., Without in any way
modifying the bullish implications
of the recent formation, and the
expectation of considerably higher
stock: market ‘prices- over the
months ahead, I feei that I would
‘be remiss in my duties if T were
not-to call attention to the possi-
bilities of a minor reaction devel-
oping from around: these levels.
This should prove a welcome op-
portunity for those who are not
as yet fully invested to..become

(Continged on page 38)

*Substance of an address by Mr.
Messing before the Association of

pigitized.for FRASER

By NICHOLAS MOLODOVSKY*

Of White, Weld & Co.
Members, N. Y. S, E.
Maintaining outlook whether for
war or for peace is not bullish,
and stock market ‘situation is un-
stable, Mr. Molodovsky predicts
slowing down in demand  for
stocks and - a narrow range of :
stock prices in - current year.

Before I take you by your
collective -hand and -guide 'you;
through the winding paths of wis-
dom; .to ‘the sure- and certain
knowledge of

what the mar-
ket will - do -

-| diate” decline

tomorrow, the
day after, and
for years. and
years to come,
I would like to

/| make . a..con-

fession and to
give-a .warn-:

|ing. § A

: Prior-fo this - .
last ‘rise, I
thought - that
the ‘interme-
from the highs "  Nicholas Molodovsky
of last July:
would ' establish new ‘lows: before
the ' next intermediate uptrend
could develop. But the rise began
from.a higher level than I had
(oreseen, This shows the limita=
tions of my prophetic powers,

“I-’should ‘also " caution . you
against a- possible ‘personal bias.
I have been a bear for a long time
and. this. might have createqd a
deformation in my’ thinking, No-
body likes a bear. In his fameus
book,  “Three Men . in a Boat,”
Jerome K, Jerome: gave a good
illustration of the normal reactior
against; pessimistic forecasts. ;. It
is a long time since I read this
book: and I did not remember the
bassage in question. I have bor-
rowed it from a book that I have
been privileged to see in manu-
seript, due to appear in the near
future. ‘It is Joseph Mindell’s ex-
cellent work on the stock market
I. recommend it to all of you as
required reading. Here is the pas-
sage: ;
", who wants to be foretold
the ‘weather? /It is, bdd eroust:
+ when it comes, without o’ hay-

ing''the “'misery’ " 'of knowing,

about it beforehand. The
prophet we like is the old man,
who; on . . , a gloomy looking
morning . . . looks around the
horizon . . . and says:

“‘Oh no, sir, I think it will
clear up al] right. It will break
all right enough, sir,’

“‘Ah, he knows,’ we say, as
we wish him good morning, and
start off; ‘wonderful how these
old fellows can tell!’

“And we feel an affection for
that man which is not- at all
lessened by the circumstances
of its mot clearing up, but con-
tinuing to rain steadily all day.

“For the man that prophesies
us bad weather, on the contrary.
we entertain only  bitter and
revengeful thoughts;

“‘Stupid old fool!,” we mutter,
‘What'’s he know about it?’ And,
if his' portent proves correct
Wwe come back feeling still more

o angry against him, and with a
vague notion that, somehow or
other, he has had something to
do ‘with it.” :

~For a long time I have prophe-
sied bad " weather; So please be
forewarned of my basic pessimis-

tic slant. 3 .

Let us assume for 3 moment
that ‘the American rearmament
program, once it gets going -in
earnest, will- scare the daylights
out' of the leaders of the Soviet

(Continued on page 39) -

- .*An address by Mr. Molodovsky
before * the  Assogiatigh’ of Cus-

Customers’ Brokers, . New “Yor
City, April 15, 1948.- ., .
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-|Upholds Competitive

. ] [ LI
Bidding in Effecting
ayge 8 | K

Utility Financing

Cyrus S. Eaton of Otis & Co. js-

sues. statement attacking speech

of George Woods of First Boston

Corporation, appearing in last

. ‘week’s “Chronicle.”

In ‘a statement released April
20, Cyrus S. Eaton of Otis & Co.,
investment. bankers in ‘Cleveland,
Ohio, placed himself in opposi-
tion to George ’

Woods, Ex-
ecutive Vice-

President of
The First
Boston Corpo-
ration, who on -
April 9, in an
address at the
15th ‘Annual
Conference of
Southeastern

4 | Electric * Ex-
giichange, in

Boca Raton,

‘Fla., called

for.an end to
competitive
bidding in :
public - utility . financing : on* the
ground that:it was' handicapping .
the sale. of . securities.. (See “The’:’
Chronicle,” April 15, 1948, page
l J : {

2) : . f
The text:of Mr. Eaton’s ‘state~
ment follows: ; i
“The proponents of competition
in public: utility finance are net
going to stand idly .by while the
Wall -Street  monopolists. urge . a
return .to the thoroughly dis-
credited old' racket. of banker
domination - of the public utility
industry, 24
“We recognize the Boca Raton
speech of George Woods, Execu~
tive Vice-President of First. Bos-
ton ‘Corporation, as the opening
gun in a campaign to destroy the
great’ advances of the last ‘10
years toward true democracy. in
finance. We are going to fire back
with both' barrels. S
“Mr. Woods' address is ‘a re-
statement of the same lame argu—
ments that previously failed to
persuade Federal and State au-
thorities to let the public interest
continue to be sacrificed to Walk
Street. money : ring’s' désire for
easy ‘profits. ' ; ";‘, Hon
.<First Boston has consistently
‘declared itsélf the arch enemy, of
competition, and it has obviously
been smarting under'the necessity
of having to compete for busi-
ness that once was its ‘sacred”
prerogative.  Since - consolidating
with Mellon  Securities Corpora—
tion last Summer, First Boston
has, of course, had a double in-
centive to get back -the public
utility ' banking : that. both First
Boston and the Mellon interests
controlled in the days before com~
petitive bidding.” :

John H. Patton Joins
Paine, Webber Firm

(Special to TuE FINANCIAL CHI.ONICLE)

OMAHA; NEB.—John H. Patton
has become associated with Paine,
Webber, Jackson & Curtis, mem~
bers of the New York Stock Ex-
change. - Mr. Patton was formerly -
an officer ‘of Burns, Potter:& Ca.

Houston Bonds Sold by
Phelps, Fenn Group

“A syndicate headed by Phelps,
Fenn & Co., of New York, recently
marketed $6,860,000 Housto n,
Texas, 2% %, 2% % and 3% vari-
ous purposes bonds at.prices tao
vield the investor from 1.10% to
2.80%, - according . to maturity.
The bonds are dated June 1, 1948, -
and mature ‘serially - on June '1
‘from ‘1949 to- 1968, inclusive. The

Cyrus S, Eaton-

offering attracted strong demand -,
{from various investment sources. *
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y If the steel industry. is to escape this year the imposition of
strict. government ‘controls it ‘must present. convincing arguments
against such controls. ' Before the coal strike most steel delivery
promises were being met-on time, but that good position no longer

holds. Because of the loss of steel due to-the coat strike, the Marshall |

Plan and the certainty of deferse requirements, steel supply is now
tighter than at any time in the past two years, according to “The
- Iron Age,” national metalworking weekly. i
¢ . The loss of steel because of the mine shutdown is far more .
.. serious than generally supposed and when the full figures are in;
~'it- will total more than 1,500,000 tons of steel, or an increase of
100,000 over &he estimate x_nade last wqek by this trade paper.
‘71 PThe. dpparent . need for allocations will Joom'large. soon, since
; the gray market barometer already points toward heavy activity.
:Such being the case, the steel industry will have;to put.up a tough
i flgh_t to prevent steel distribution regimentation and it must also
again defend itself on the capacity question which is sure fo arise
soon, the magazine points out. i '
A few of the arguments it can advance, according to “The Iron
Age,” are: (1) Steel loss since the end of the war because of strikes
has been more than 20,000,000 tons, sufficient steel-to have placed
the 1pdustry on a riormal balanced supply and demand pattern: (2)
The 1r;dustry.has not had the money to expand under present recon-
struction costs. . (3) Many steel customers are taking more steel than
“ they need and; because of the vast number of customers, policing of
‘the end-use. of steel is almost impossible. . After 22 years no one
has been able to pin the responsibility of the gray ‘market on the
_industry. ' (4) The steel industry is in business to make money and
if wage rates are advanced it means prices will have to go up.
Despite all the industry’s arguments at its ‘command and ‘with
- Congress in no, mood :for controls, the whole steel picture is entirely
/' dependent on events abroad and the speed with which this country
" rearms, states the magazine. § i Bl
.. 'The freight rate advance this week (averaging approximately
4.59%) is another hurdle for steel firms in their rising steelmaking.
.+ costs: ‘It is- also: further proef. that the present steel price level :
i; in for overhauling, after new labor costs are figured later this
ear. . - L fu it A G : :
wid _A\dministratjon “leaders ; who. favor -a straitjacket- for -steel are
- 1 finding 'the ‘current:supply picture. playing into- their hands in their
--argument for -controls, “‘The Iron:Age” adds.--The huge.demands
. - from’ the oil ‘industry’ plus defense:plans when' added tothe-coal
.- mine setback: are enough to: produce a,temporary situation; which
"looks as if it' needs’ controls.. Onlythe general-negative tenor:iof

;'Congress_towards controls keeps them. from:being imposed in.the | .

' near future." If the steel industry can’ get- over- this' hurdle and get
i baek to high output and ‘stay there, the: magazine concludes; it, may
;- escape ‘a’ priority system-which.would, produce untold corifusion: : . -
‘... »~The coal strike: which.-seriously ‘imperilled the ' production . of
~steel entered upon another phase of ‘the dispute when Judge T, Alan
. Goldsborough of the Us.S. District'Court of the District of Columbia
~ on Tuesday. of - this- week: fined :John: L, ‘Lewis,” United Mine, head-
: $20,000 and : the. United, Mine: Workers: Unjon $1,400,000, for crimina’
.contempt of ‘court.. The- government, in addition ‘to this penalty, is
; considering, a jail sentence.for Lewis should the minets fail to return
to work. Approximately more than a fourth of the soft coal miners are
7 ldl_e in protest over. their leader’s contempt of. court conviction. On
: Frlday,_ Judgq Goldsborough will ‘act on' a. finding that Lewis. anc
the United Mine Workers are guilty also of civil contempt for their
_-irustrauon of theé court’s stop-strike order. :
# * #

Futl :‘Over—all industrial - production continued: to -decline’ slightly
 during the ‘past week. 'Output in most lines was somewhat above
~the level of the corresponding week of 1947. While there was a
slight rise in claims’ for unemployment insurance, total employment
was sustained ‘at a very high level. . Labor disputes continued tc
hamper production  in-some lines-and deliveries of raw materials
were less prompt than in previous weeks. §
The return to the pits of about half of the coal miners resulted
in' a slight rise in"the output of bituminous coal, though output
remained considerably below pre-strike levels. The drop in the
supply ‘of coal forced many steel makers to reduce their production
schedules. - However, for the current week scheduled steel operations
show improvement,

:: - The American Iron and Steel Institute announced on Monday

s of this week the: operating rate of steel companies having 94% of

L !he steel-making capacily of the industry will be 80.0% of capac-

ity for.the week beginning: April 19, 1948, an increase of 8.7

. points, or 11.2%. This compares with 71.39 last week, A month
ago the indicated rate was 95.7%. ; £

Pk This. week’s’ operating .rate is equivalent to 1,442,000 tons

', of steel ingots and. castings-as against- 1,285,200 tons last week,

1,725,000 tons a month. age, 1,662,400 tons, or 95.0% of the old

: capacity -one .year-ago.and 1,281,210 tons for the average week

in 1940, the highest prewar year. , it y

* # #

; Mild weather in ‘many parts of the country ‘stimulated the
demand for Spring merchandise and the response to special sales
was favorable. ‘Dollar volume of retail trade during the period
ended on Wednesday of last week was moderately above the level
of both the previous week and the corresponding week a year ago.

. Many shoppers.-continued to.be selective ahd budget.and basement

",departments well attended. - =~ .

.-~ Wholesale dollar volume. increased moderately for,:the period

..and continued to:compare,f;avorably,with.h ‘;“ f

. 1947, Retailers generally continued to’ avoid 1ong-term; commitments

(Continued on page 34)
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Observations . .

== By A. WILFRED MAY _,
On the Road to.“Planned” Confusion - .

_‘Successive publication of a new memorandum by the Council of
Economic Advisers -(cf. “Chronicle,” April 15, p. 4) of the Con-
gressional testimony of .outgoing Reserve Board Chairman Mar-
Economic Advisers (cf. “Chronicle,” -April 15, p. 4) of the Con-

l “Truman’s ‘address before the American Society

-of Newspaper Editors (cf. cover of this issue)

affords to us Americans . invaluable insight into
__the characteristic complexities besetting the pro-

motion of economic planning.

It gives additional eviaence that. our diffi-
culties here, notwithstanding the visiting Pro-
fessor Laski’s demagogic exhortations to follow
his British road to Utopia, are merely. the coun-
terparts of Europe’s initial doses of 'the authori-
tarian’poison.

There afe many.
the experience abioad: 1t -is not realized t
actually there is no planning with a real plan in
any Furopean ~country- excepting the USSR.
There has instead been merely -an unwitting drifi

into  collectivism.: In: country -after country pa-
ralysis has set in from an ideological belief in
0 planning, in liey' of instituting measures accord-
ing to ‘unified policies laid out in advance, Almost the entire em-
phasis has been . fastened on removing the' automatic conirols, on
changing for the sake of change. . . ;

fhus in England we sce that the yearning for planning has re-
sulted. in 2 hybrid conglomeration’; of . pseudo-management over-
weighted with destructive acts: - The Laborites have only succeeded
negatively .in removing .the test: of .the market. place - whick
matches up money units with the true value of available goods, in
juggling the rate of interest without providing planning  for the
proper place and use of capital; which must end in the full conscrip-
tion of labor as well as capital. | Already, in spite of the cumulative
piling-on of additional distasteful controls to “protect the socialist
_equity,” Great Britain is faced with a complete misdirection of the
nation’s production. :

Nationalization per se has not been the important issue. Its im-
portance is confined to the fact that neither ‘production nor distribu-

“ion” can.move without central ‘direction of ‘all kinds, including li-
censing, which causes ‘paralysis‘of ihdividual effort. ‘

A. Wilfred Muy

,of the Jike week of [{ -

It is inonetary policy and related full:employment ideas which
have :created and are still :creating the very inflation about ‘which
the Socialist planners are professing to be so concerned. !
.4, Similiarly, Germany; although potentially véry productive,-after
a long-period of super-planning now finds itself -with a' completely
paralayzed. economy.; which is absolutely. dependent. on additional
«doses of control. s faba e, S e e 4
. " Washingten’s ‘Flirtation :With the European Pattern

. Lobking beyond- the: rhetorical inundations pouring ‘out: from
Washington:: the-two elear facts about: our -goyernment’s ‘economic
doings-are that it is doggedly continuing to drive for the peacetime
restoration of. wartime ‘economic: controls; and that a good part of its
confusinn stems from ‘the’ basic: disagreement between Presidential
jdvisers as to how ‘far the planning and controlling should :go.  In
Jieuof blaming any. individuals,; we should remember that of course
such dissensions and uncertainties together with motivations of poli-
tics, are an tinavoidable component of planning operations. " * - ..’
" Close perusal of the Eccnomic Advisers’‘report with-its" inclu-
4ion’of -so maeny frankly-stated imponderables, gives this writer the
distinct “impression that actually  the Council itself = is uncertain
whether we  are headed  for inflation or for deflation. . Even the
positive arguments for the likelihood of inflation, to which the de-
mand- {or controls is tied, is‘'hedged with so many if’s, but’s, and
may’s, as to render them completely worthless, -Failure of the ‘con-
sumers’ price index to fall may or may not be due to a time lag;
important items like meat and rent may go up or they may go down:
cavs thz planning agency (honestly, but abortively for its purpose).

vean Recovery Program will function as the economy’s elevator to a
new plateau of inflation, or merely as the needed temporary stop-
gap against an impending depression and deflation, is still completely
unclear—even after studying its report, The Council itself in one
place states that the $3 to $4 billion program “would seem to be
something the country- could readily take in its stride,” but with
the reservation that at least dangerous effects will be felt in certain
areas of the economy. ; it ;

Controls Call For Non-Existent Forecastability

No one can berate the Council for its forecasting difficulties.
nor for the glaring errors in. its past predictions.  The Council’s|
trouble rather-lies-in the fact that its own voluntary demand for
controls is bhased on the premise of unachievable forecastability.

(Continued on page 44)
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lessons ‘available to us frﬁfn -
at|"”

Whether the Couucil aclually expects that the impact of the Euro-|)

Sees il beminil and

a ‘ _
Oulput in Balance .
Although petroleum supplies of "'
record proportions will be avail-
able to the nation during the cofn-
ing year, according to an offielal
k Ty estimate ne-
leased, - “the
race. to ‘mee.
* the enormou:
" increase i1
~ ‘consumptio

. President. o

. the America

- Petroleum In
stitute, said, i-

- -making publis.

“"a report of thy
Institute’s Na-

sydgr, tional Oil Pol-
ety dey Unide s

' ‘The . Committee estimates, the
total supply. bf :petroleum avail-
able -to meet! domestic consump-
tion. “for . the | 12 months’ ‘ perioc
starting April 1, 1948 will aver-
age 6,025,000 barrels a_day, o1
approximately 8% above the de-

mand in the similar period start . -]

ing April 1,1947. “But; even witl"
this. increase, supply and demanc
promise to be in delicate bal-
ance,” Mr. Boyd stated.- i o
" This estimate is based in part
upon the forecast of the ‘U:$
Bureau of Mines that, for thispe-
riod, imports of oil will average
102,000 barrels per day more than
exports. ok
“If conditions outside of its con-
trol do not retard the contintiec
expansion of the oil industry,” Mr.
Boyd declared, “all former réc-
ords will be surpassed by, quan-
tities of gasoline and fuel oil pto-
duced' during the ‘coming  12-
month’ period, and," if the public
will practice reasonable’ restraint,
‘deliveriés will probably meet ‘the
increasing demands.” -~ - ¢ 7T
* The. estimateassumes -that:'' " *
¢ “There will’continue to be free-

" | dom -from ‘govemmental"-interggrf

ence or controls; - : :

“The excess of imports over”
‘exports will be at the' levels esti- *
mated by the Bureau of Mines'as
of ‘March 25, 1948;"-. e S

“There will be no major intér-
ference with :the  industry’s ex--
pansion’ resulting  from’ strikes ‘o1
disasters; and” = " T

“There will be no“unusual de-
lays or supply failures in the flow
of ‘materials, on order and plan
ned,. which are required to carr;
out the expansion programs dur-
ing this period.” : ;
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By JOHN J. ROWE#
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h Third Union Trust Co., Cincinnati, Ohio

Holding present pow&s of Federal Reserve are fully adequate, I!lifl- e;s'ter‘q!;bgn_l_(_e; .urges -banks ‘be
permitted to'increase earnings and add to their capital. "Sayslarge” bank’ deposits “are result and not .
cause of inflation, and attacks plan to force banks to'hold U. S.-Government bonds jn special reserve.

‘The Preamble to the Federal Reserve Act is as follows: “An Act to Provide for the |

establishment of Federal Reserve banks, to furnish an'elastic currency, to afford means of
rediscounting commercial -paper, to-establish’a more:effecti

the United States, and for other purposes.”’’ » Can
The origin of the Fedéral ‘Reserve System stemmed, in

1907 when the actual supply of available.c
) insisted upon #—

asking for
cash—in many
ways as un-
explainable as
when cattle

» stampede, - |
Panic, in its
worst sense,
implies blind,
black, unrea-

soning FEAR,;
~ often ig “‘psy-

chological,

and: some-

B times causes

4 oo i v are-not: un-
Jobn J, Rowe reasonable,
¢ A Inelasticity: of
currency was the first'hurdle to
jump; hence, that portion of the

Federal Reserve Act., . .-«
The second aim, namely, to af-
ford means of rediscounting com-
mercial paper, ‘has .worked :fairly
well. . The intent. is . thoroughly
covered by the wording, but in
the panic-of 1929-1933 there were
banks who had to pay heavy pen-
alties for what was deemed to.be
excess rediscounting .at, the. very

*Statement of Mr. Rowe before
the Joint. Committee on the Eco-
nomic Report, Washington, D, C.
April 15,.1948, e ey
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ve supervision of banking in

my opinion, from the panic of

urrency ran out. “The public, in_ great numbers,

time when they needed a low in-
terest rate—at the very time when
they needed.to reduce expenses to
regain solvency (somewhat like
medijeval . days when. a desper-
ately sick man was bled, when the
reverse was needed for recovery).
Today, borrowing by member
banks at the Federal is. practically
wholly against government: bonds
which the banksg (very rightly, .in
my cpinion) consider their most
liquid -asset, U Y ‘
‘The third preamble. proposed (a
more . -effective ‘. supervision ' of
banking -inthe  United ./States)
was believed to mean an improve-
ment in bank examinations, but
a.steady and.persistent ‘growth in
the idea of government :manage-
ment : with ‘the conviction. that
thousands and thousands of mem-
ber :banks should not think for
themselves but .need more  and
more all-wise and omniscient reg-
ulations by the few, produced a
steady broadening.of the.defini-
tion of this ' word “supervision.”
More and more power ‘was given
to:the Federal Reserve Board. to
issue . regulation ;after regulation,
so that' today. men- active in the
banks have to constantly refer to
long .series  of - Operating Letters
by number -and - Regulations . by
letters, “which now run .through

quacy of remedies.

all of the lettefs of the aiphabet.
From A—Z. ' T

Federal Reserve Supervision
Adequate.

“If this is what the word “super-
vision’‘means, it seems to me that
the present powers of the Federal
Reserve - System " are “fully ade-

quate, and, in fact, more than ade-

quate, : ’ y
. The thinking. back of requests
for: greater powers seems.to re-
volve' about so-called inflation,
the necessity . to’ prevent further
rise in price levels, and a desire to
put “a floor under the price -of
government’ bonds. o
Economists “ seem  to differ
amazingly as to the causes of in-

creasing ‘prices, and unless: there:

be 'an: agreement. among compe-
tent-thinking:people as to causes,
it is impossible to gauge the ade-

.The ‘general’ thought seems to
be that if one adds up total de-
posits in ‘banks, and the ‘tétal of
E bonds in the hands of the pub-
lic ' (payable "on. demand) plus
paper ‘money . in  circulation, the
magnitude ‘of the total is a self-
evident cause of. inflation, due to
the size of this potential ‘spending

‘power, To my mind, this is almos;

completely. incorrect thinking. ' As
Charles Lamb put it—“The world
is: divided ““into two classes : of

LYNCHBURG

people—~the spander and: the lend-
er.” In other words—the spender

'Illllll!|llllllll||]IIIIll_lI‘lllllllllllllll,li'
T;;ad/ir;g Marheta i
American F urniture Co.
Bassctt Furnitarc Tud.
'Dan Rlver Mills h '“inﬂationary”,
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‘lldlilAIIl!||/||I!lllll||I||_|||||||||||lllllllll‘
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PEnnypacker 5-5976

Private Wire Systembetween

Philadelphia, New York aueros.»Angelea.’ =
sttt ke ittt i A

(T I rr T Ts e emEsEEcsersEREES =

“WHitehall 3-7253 .

and the :saver, and.I' think it is
obvious that this is. true. . i

Monies. . awaiting . investment,
saved.. to ,provide . for ' the :lon|s
range future, in an amount which

-0byviously is unascertainable,

should be deducted.from the totl
money . as. being
non-inflationary. . /This includes
most - “E” :bonds ‘and. practically
all, savings deposits and currency
in safe deposit boxes.and the mat-
tresses. . g Rt |
¢ Next, there is.a direct relation-

' (Continued on:page 35) Vi
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Equity Financing

' "BY GEORGE L. HARRISON* -

President, N c‘iav-Yo;k‘ Life Insurance Company

- Contend'ng life insurance companies, which channel $4 billion of '
savings annually into invesiments, ‘
icy holders-but to the economy as
in use of these funds for d=bt creation alone.

have obligations not only:to pol-
well, Mr. Harrison sees danger:

Notes recent authority

. in several states for life insurance invesiment in common stocks;
and 'points out adv;nﬁages’ ‘and .disadvantages. = Asserts insurance.
Anvestment in common- stocks is .not sufficient outlet for equity

funds,

savings and thence

body, It ‘is a subject
very directly,
very . largely
and . increas-
ingly ' con-
cerned. Of

“I'course, it goes - -

without:. say~’
ing that the
primary.
obligation. .of. :.
a: life  insyr-. .
ance. company

is -toward.its
indi.vidual .
policyholders. " -
At.:the..same
time, and . di- .
rectly. related. -
to.. this. re- ; e
sponsibility, is the opportunity of

.- Harrison

Jlife.” jnsurance | management.: to

make. an .important. contribution
to the more effective. functioning
of our economy." Indeed, it might
be said that life insurance man-
agement-as a‘whole has 'a great
responsibility toward the flow of
savings, not only as ‘to ‘increasing
its volume, but also in directing it
into the thannels where it'is mosi
needed. The broad ‘subject  of

capital formation 'inits various

aspects ‘is one .of ‘great concern
to all of 'us.who are interested 'in
the continued welfare of our free
enterprise system;

But first I would like to make
clear that I am not us'ng the term
“savings!’’in . its  restricted = sense
as a deposit in a savings bank, but
rather in the broad sense used by
economists generally, ' For the in-
dividual,’ savings are the . differ-
ence ~between :income “and . ex-
penses.  These’ individual ‘savings
may go ‘into’ capital formation
directly. - Or, through the ‘pay-
ment of .insurance premiums and
indebtedness, ‘or . otherwise,. they
may go into-such institutions as
life insurance companies. From
an: economic ' point of | view, the
savings accumulated by life in-
surance : companies are :the dif-

~.| ference: between aggregate cash

inconie’ and' aggregate . cash - dis-

bursements -i of i+ the. :companies.’

Included: in; their-income are the
premium. payments of individuals;

living ‘on:farms. and :in- cities:and

villages, “who :use: their /personal
savings.for'this purpose; s Thereis
also-investment-jncome . and.other
income;. -And:before:we .can ‘de=
termine - the::amount..of *savings
which . the . life insurance- compa-
nies. make. available for capital
formation we must deduct. bepe-
fit. payments and ‘other disburse-
ments, - - - i :

"’ Savings are fundamental. to our
free : enterprise " system. and -the
uninhibited flow: of -savings into
capital. is ‘essential, to. the proper
functioning .of ‘our,economy as we
know" it. :Savings are converted
into capital in the form of either
debt: or.equity. If we hope to
move ahead economicallv and on
an' even  keel, - the volume of
equity financing must keen.pace
with the creation of debt. If.it is
not keeping - pace, -as . some au-
thorities argue, it might be well
for us.to explore this field more
thoroughly, to study the various
factors involved, and then to ask

* *An ‘address by Mr.- Harrison
before the .New-York.Chapter of
Chartered Life Underwriters, New
York City, April 16, 1948. -

and whole matter requires serious study.
My principal object today -is to di§éuss the flow

of money into

3 nce into the creation of capital—a flow which is as
vital 10 our national, economy. as. the

with which the

bloodstream is to  the human
life insurance companies-are

ourselves what, “if “anything, we
can do about it, ‘We should at
least consider these questions be-
cause we: know ‘that life ‘insur-
ance is probably the most impor-
tant single funnel through which
the accumulation of personal sav-
Lnﬂ;s flows' into the capital mar-

ets. g

" Magnitude of Life Insurance
“onii Investments o

| While the writings on-this sub-
ject ' are profuse.’ we know 1oo ..
little of ‘the 'basic  facts and we

need to know 'much more; if we

"are to be able to calculate either:

the volume and rapidity’, of - the
accumulation “of savings ‘or the
investment  deémands for. savings. -

-However, we, do know that in

recent years the annual accumu-
lations of - savings by life insur-
ance companies as a.whole are of
great magnitude.. Last year, for

example,. the: aggregate ' savings

accumulating in the hands of life
insurance - companies—and, as I
have said, .by -“savines”. I mean
the excess of -aggregate cash-in=-
come. over ;aggregate -cash . dis-
hnrspments — amounted. to about
$3:3 billion. - This.compared with
about $1 billion growth in savings
bank - denosits,; about $1.2 billion
growth of denosits in savines and

oan. associations and about $1.4

billion growth of time deposits in
commercial ‘banks.. You can see,
then: that’the annual savings ac-
eurrulations of the: life insurance.
business - may on occasions - be
almost eauial to the annusl aggre=-
gate of-all these other forms of
private savings. combined, i

But 'this does not tell the whole
story. The savines that are chan-
neled into the life insurance com-
panies are ' greater :than just the
annual . accumulations.  For just
as nolicyholders”direct their sav-
ings into life insurance through
the navment. of premiums,. $o also

do: individuals, corporations/'and .

governments. owing money 'on the .
mortgages, -bonds or notes held by
life ~.insurance . companies,  turn
over -to: us.some of -their. savings

through the iredemption’ of their,

own. debt to us. .It: has-been esti-:
mated.. for..example, that during
1948 -the life insurance: companies

-as.a.whole will receive something

like $1 hillion'from mortgagors’in . .
the amortization or repavment of.
mortgages, " something “like ~$200 <

million’ from corporations. in: the -
repayment -of bonded ‘indebted-
ness.and something like $100 mil-
lion ‘from 'the Federal  Govern-
ment in paying off maturing debt.
When we add these savings
through 'debt retirement to the
$3.3 billion’ of excess income .that

I have previously: mentioned, it

becomes ‘apparent that the  life
insurance business has:a problem
of investing - funds' which now
amount to .well:.over .$4. billion
per annum. - And -this is entirely
apart from the proceeds .of any
voluntary sales of investments.

Utilization of Savings
One does_not-have to be a dis-
ciple of Lord Keynes.to under-
stand -that there must be an
equality in a healthy economy be-
tween money .savings ‘as - they .
(Continued from page 25)
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From Washmgton  begt e
Ahead of the News

By CARLISLE BARGERON
The real etory of Harold Stassen’s campaign' for the Presuiency ;

is one of the most arresting developments of our disturbed times.
His progress, in fact, may be attributed to those very disturbed times

and it adds to the dleturbance It
ing thing. .

JS unquestionably a very. dlsturb- .

has come to

~ e ‘disturbing .
10 the Repub="";

““lican. leaders.-
It -should" be -
disturbing - ‘to |
the country at
large.

You have
here the spec-
tacle of a
young' man :
who - .at " the |
age of 41 is
the complete
political boss . -
of -his own
state, Minne-
sota. He names.its Governors and
its Senators. Like-the late Huey
Long ‘he is .ambitiousto increase
his power. There are many other
similarities.

Stassen has the likable person=
ality that Huey had.. He has the
same unlimited - energy and the

“same ruthlessness .to attain his
ends.  He is not the rabble rous-
ing demagogue.

It.has Jong been taueht in this
country that -every mother has a
right to rear her son for the Pres-
idency, and every -son. has a right
to aspire to.it. But when you eon-
sider that :in all our history -only
31:sons have attained:it, and that
of this years crop -of asplrants
Stassen is the least trained in the
science of government, in .indus-
try, in the professions; the least
qualified by .any ' measurement,

: youcan appreciate how -his ;:am~
bition has run compléte rout,

'His claim to the office is that he
has been ‘the ‘Governor of a rela-
tively . small -and uncompllcated
State.
county .attorney for a semi-rural
county outside -St. Paul .constitute
his -career. ‘More recently, of
course, -he has :made his liveli-
hood out.of running for the Pres-
idency, a ‘most.unusual way to
make a living, indeed.

He has a simple and an appeal~
ing formula for settling problems

It has served to make leaders of
business and industry and a lot of
other substantial citizens listen to
him seriously and :gravely nod
their heads and assert that :he is
what 'the country needs.

.Are we. having trouble in world
affairs? Then the world leaders
should sit' down .and. talk  across
the table,. When we have labor-
management trouble, management
and labor should sit. down and
talk across the table. It sounds s
easy that you wonder why it
hasn’t been .tried ‘before, except
that it has.

He has carefully -avoided getting
in on the settlement of any prob-
lems. He just tells the way to go
about gettling them. After his re-
turn from naval-service he steered
clear of the Senate, to. which he
could  have““been “elected --hends
down, ' because 'there, men like

,Vandenberﬂ and Taft, are dally

. Larlisle ‘Bargeron

This and his sservice as:

confronted with taking action and
not- just "laying - down formulas;
+ - In’answerito an overwhelming
pubhc -demand, . Congress . passes
the - Taft-Hartley' Act. - Stassen
graciouslv-gives .it ‘his approval.
‘But he says‘ke would -have ‘done
it .a little - differently. . .On  this
basis :he 'goes 'into 'the heavy in-
dustrial-areas .of ‘Ohio .and seeks
to undermine Taft. ‘He had rea-

| son to believe that-the Democrats
‘in :those areas would ‘be free: to

rcome into the Republican primary
and help him but on this he'seems
to have miscalculated because: the
Democrats ' -have developed - a
heated  fight in -their guberna-
‘torial race.

Manifestly,‘this ambitious youn3
man . has"ability. It is.‘a ‘Kelly-~
like or a.Hague-like ability to or~
.ganize. He. got this apparently
#from his father who-has long been
the Republican ‘boss of the Minne-
sota.county in which young Stas-
sen was reared.

At college he had the knack - of
organizing ' his- -fellows.” As " a
county -attorney ‘he' developed :if.
About - this'time, 'the: Republican

and Democratic rarty elders were,

encouragmg the youngsters'to--or=
ganize but confining -their: activ-
ities * fo - ‘mostly . social, . affairs.
Young ‘Stassen persuaded the sec-
ond and third generation scions of
Minnesota - milling ‘/families ..and
other- families -of - wealth - that.:if
they would:follow him, they.could
‘take over the State government
They did this- by selecting’ him

“l'Governor:in 1938 when he ‘was'31.

‘When  ‘this « youth: . crusade. ‘had
completed - its .reorganization .of |
the State -government ‘there was
scarcely a gray head left in it.

Trom the day-he was mstalled
‘as ‘Governor, he -has been running
for the' Presidency. ‘Throughout
the country he and his young
zealot asgociates have established
an  organization :that--would do | p;
credit to ‘any of -our big. city
bosses,  which very  much ‘resem-
bles the big city organizations ex-
.cept that those making it up ‘are
cleaner and in the blush of youth
‘more well meanmg

It has, and is spending perhaps,
three times as much money as any
of the other ‘candidates, and. un-
questionably ‘it must be reckoned
with.

‘But what should ‘be generally
recognized is that it is not.a Re-
publican- organization. It is:in. a
sense a third party. It is outside
the regular ~organization
should: by chance;"Stassen get. the
nomination at Philadelphia -and
win in November, it will not be a
Republican vmtory It will be a
Stassen: victory. ‘He dominates. his

erowd. He is the undisputed boss-} :

il Exploration Company || |

something which many-of his -ad-
mirers do not realize; - He would
do :to the Republican party -what
Roosevelt did to-the Democratic.
It would, ‘in short, be more of one
man rule. i

and |

The Pargdox of the A:rlmes

By 'LA ’\IOTTE T COHU*
President, Trans World Airline

Leadmw aviation executive, in pointing out “startling paradox” of lower net earnings of Hle airlines,
accompamed by .increased revenues, ‘lays blame on confuslon, miscalculations, and errors” on part of
airlines themselves; their’ suppllem “their regilating agenc\es, anfl government aviation policy. Holds

unless solutions are found, earnings results of airlines in current year will be no 'better than 1947.

;Says price inflation has. nulllﬁed efforts to improve operating efficiency, and attacks inadequate govern-

ment airmail compensation. ‘Concludes, however, outlook ‘is not hopeless.

In l947 the airlines of the United ‘States carried more passengers and cargo, did it
‘more .&fficiently, and lost more money than ever before in their history. This startling

paradox, of whlch there ‘are few parallels in‘business history, is compounded from other

paradoxes,
€0 nf [usrons
szcalcula-
tions, and er-
rors-on the
part of the
airlines them-.
sélves, their-
ssuppliers,
their regulat-
ing . .agencies, .
and ‘the mak-
.ers - of - basic
government
DOLieyy mmrin s
This para- .
dox has grown
also -out of
many . uncen-
trollable facrors, such as the com-
plexity  of the airplane and its
operation, -the difficulties of rapid

* LaMotte T, Cohu

-expansion, and the dlsruptmns of
‘|the political and economic worlds.
:1.don’t :believe . that we in air-{

lme management can alibi:for our
errors; nor do I.think we .should

‘blind - ourselves to the -causesof

our: plight. We- should :not .deal

lighlly: 'with ‘the blunders of gov-

ernment nor with the stark reali-
ties of ‘basic economic .upheavals,

‘Qur job -is to find out why the
‘paradox ; exists ‘and to doall in

our 'power 'to ;remove its causes.
For we do know that a sound net-
work: of ‘airlines- is just ﬂs neces-
sary’ Ior the ‘social ‘and * economlc
welfare of‘this country. as for'in-
ternational security of the United

‘States.

‘ .Record Traffic in 1947

Takmg domestic -and -interna-
tional  flag-carriers -as. a..whole,
every class of traffic — passenger
‘mail, ‘express, and frelght—m-
creased ;in 1947 over any previous

year, Ir 1947, for example, while

passenger: mxles flown by- domes~

itic airlines increased only slightly
-over-'1946, they were nearly six

times those flown i1:1940. Domes-
tio express-and air freight .in-
creased 112% over 1946 .and
amounted ' to a volume -of ton
miles 20 times the air express car-
ried 'in 1940, °

In “the international field, the
three American flag-carriers han-
dled 85% of all air passengers ar-

xiving in this country over the

North ‘Atlantic route and 75% of

those * who = departed, over the | .

t#An" address ‘by Mr, Cohu be-

‘fora’ the! ‘Society of ‘Automotive

Engmeers, New “York Clty, April
la, 1948,

Wichita River Oil”Corporation- (Whose
common stock is Jlisted ~on  the New
York Curb), a centrolled affiliate of Ofl

| Norih - Atlantic,
. |-points.

‘| face -vessels.

for .~ overseas

If all passenger arrivals from

.all foreign countries to the United

States are considered for the year
1947, we find that the airplane
brought .in approximately 1%
times.as many persons as did sur-
This is an increase,
in seven short years,.of more than
11 -times in 'the volume of inter-
national air passenger busiaess.

Lower Load Factors

b T sese traffic increases came de-
spite the return, in 1947, of near.
rormal load factors, after .a war
period when we-could handle only
priority passengers and those few
non-priority  passengers w.ith
stamina ‘to spend .long hours, .at
airports wamng for an occasional
seat.

“The airlines carried the tl'afflf‘

‘because of a prodigious  increase

in -plane  miles which resulted
from ‘the.adding :of hundreds. of
Constellations, DC+6's,;:and DC-4’s
to their operatmg fleets

Personnel Reduced

Yeli, with all -this growth and
with the complexities of breaking
in :new alrplanes, as well .as the

ration  of -others, the number. of
employees-on the domestic airline

approximately 10% less than those’,
on the payrolls a yearearlier

In “TWA, :alone, the total num-!
ber «of - employees have ‘been re-'
duced ‘from ‘over 17,000 (in ‘the
fall of 1946) to 13, 000 at ‘the .end
of '1947. And this reduction has
been accompllshed despite ‘a
40.9% increase in :the ton-miles
of available' capacity = offered :to
the public.

Despite -the record volume of
business, and the successful ef-

costs of preparing for the inaugu- |

payrolls at the end :of 1947 was'

forts for improving efficiency, the
airlines of the United States suf-
l‘ered losses of more than $22,000,- -
000’in 1947. And, if the overseas
airlines are excluded-—and certain
estimated profits for 1947 still de- -
pend upon undecided air mail’
pay—the loss for all domestic alr-
lines exceeded  $20,000,000, ] ;

Why the Paradox" .

This paradox is not a one- year
phenomenon.

-The.early months of 1948 mdr—
cate that, unless rapid solutions of
the underlying ‘airline . problems
are found, the results for the year
1948 may show a similarly dis-
couraging :picture.

Why this paradox?  While the
entire airline losses of 1947 can
be . attributed .to  governmental
policies—both « general and' those
specifically affecting the-airlines
—I would be less:than candid if
I did not admit our own mistakes
and, at the same'time, recognize
those uncontrollable factors which
have cost the airline business sub-

;| stantial sums of money.

“.{In'the wisdom of hindsight, it is
easy:to chide airline management"
for 'its ‘mistakes. And I realize
that-one of America’s favorite in-
door sports has become ‘this criti-

\c1sm of -airline :management’s op=-

timisms, errors, and struggles‘to
plan the air _transportation busi~
'ness-on a sound footing with a
ivastly increased - volume and
.scope. /At the same time, these
mistakes --have contributed . ma=-
terially to the airline paladox.

* Too -Optimistic Planning ;
One of our principal mistakes
was to plan too optimistically.
When, ' in 1944, domestic pas-
senger business ‘was nearly 50%
above 1943 and when, in 1945, this
(Continued on page 32)

 EXHIBIT

|, Exploration  Company, has -an'active:’
drilling - campaign -under way:on its
holdings in the Sholem Alechem ‘Field
in Stephens County, Oklahoma; Tatums
Field, Carter - County, -Oklahoma; .and
Edwards Field, -Clay County, ‘Fexas.

Wells recently completed have increased
daily.oil production and earnings.

Further successful oil developments are
expected,

0il Exploration Company common stock "
is traded in the over-the-counter market.

Baniing in the Duild P Era.

Come.and see how grandla(het Aand his dad uved money in the horse

-

‘We Have .Had A New Report Frepared on

Compo Shoe Machinery
LISTED on NEW YORK CURB ;
A Copy Will Be Sent You on Requexl’!

LOEWI & CO,
Members: Chicago Stock Ezchange

225 EAST MASON ST. MILWAUKEE (2):
PHONES—-Daly 5392 Clucago :State 0933 Tektype MI.488

d costume will

and buggy days..Qur A y Teller in old-fashi
present you with a Souvenir Bookler.

1848.1948 BANKING EXHIBIT *
At Our 26 CORTLANDT STREET Office

From April 12th to May. 21st, Mondays through Fridays, 9 AM. to 3 PM;
Monday evenings 4 to 6.

EAST RIVER SAVINGS BANK

26 CORTLANDT STREET

- Approximite Market $6

‘COMSTOCK & CO.

CHICAGO 4, ILL.
231 So. La Salle St.  Dearborn 1501
Teletype CG 955

‘291 BROADWAY
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The Latin American Market Today|

. By W. A, RAFFERTY

Office of International Trade, U. S, Department of Commerce-

Commerce Department expert reviews Latin American trade relations with U. S and ana_lyze‘s sihla_tion
with reference to individual nations. . Points out, because of wartime 'i!:dns.trlal expansion in various
countries, present difficulties arise from increased competition from foreign imports. Notes steady ‘de-

cline in gold and exchange holdings of Latin America accumulated during war, and comments briefly
~ effects of ITO and ERP on future Latin An’ieri‘c'gn-u.‘ S. trade relations. :

All available facts justify the conclusion’ that Latin American imports reached their
highest level in 1947." Although complete figures for 1946 are not avaxlablevas yet, the
“value of imports in that year is estimated at $3,500,000,000: Partial figures reported fqr 1947

by 10 coun-
tries amount
to-$4.135 ‘bil-
lion and it is
estimated that
_ 'the" year’s to-
total: for- the
twenty ' Latin
. American
Republics will
-arivroximate
-$6 billion,
“ Animproved
supply situa-
tion: -~ abroad
and- ‘growing
inflation
in most-Latin
, A =erican
~ountries, coupled’ with deferred
lemand - backed by foreign ex-
change holdings accumulated
luring the war: years when  the
ictive. trade balance of the area
ncreased . substantially, account
‘or this high level of imports. - A
nortion of - the total represents
. ncreased prices, but volume also
* 2lainly registered gains.
- A peak in ‘imports obviously
‘oomed as the ' year 1947 pro-
iressed and most observers were
“onvinced that a decline could be
'xpected in. the course of 1948.
7xchange and import controls in
‘Il but one of the countries exer-

W. A, R-f[erty

tightening exchange and import
controls ias been. the “desire to
conserve exchange, protectioni has
also played a part. In some
countries, for example, Mexico,
Peru and Chile, tariff increases on
many - commodities were enacted,
partly for protective reasons and
partly to reestablish the effective-

ated by the: rise in price levels.
Upward revision of import dut’es
has been-talked.of in a,number
of .other countries, including
Brazil and Colombia, ' Industrial-
ization rémains a major objective
‘n certain ‘'of the .larger Latin
American countries and govern-
ment * sponsored - or 'encouraged
orograms will continue to produce
a strong "demand ‘for industrial
machinery, equipment and raw
materials, iy
During 1947, the United. States
supplied approximately 65% ~ of
the ‘area’s: imports and took an
estimated 40% of its exports.
This compares with 33 and 32%;,’
respectively, for the period 1936-
1938. Increased Latin ‘American
exports to: Europe since the war's
end have cuf down' the United
States. share -of Latin America’s
axports from 51% in 1944 to 40%
‘n - 1947;. however, : the United

ising such controls—13 in num-
er—were  progressively tight-
‘ned, as the demand for foreign
zxphange' continued to excéed re-
~eipts. In other countries, espe-
cially  those ' without . stringent
restrictions designed to control
exchange = payments — notably
. Cuba and Venezuela—the volume
of consumer goods imports tended
. toward satisfying both the general
~demand and. the special needs of
stockpiling,
. As competitive market condi-
tions  developed, :there  was .a
growing consumer. res.stance - to
~high prices, “Importers and ‘deal-
érs became more price-conscious
. and~ restraint “tn‘ forward buying
resulted.: e
... In view of ‘these developmeénts
it appears highly probable, “par-
ticularly when. one considers. the]
tightenin
5 total disgur'sements of exchange
*for imports and other purposes by.
‘th‘e‘ Latin © Amer;can . Republics
- fluring 1948 - will apnroximate
losely the area’s exchange re-
(nipts during. this. twelvemonth.

-Exports, the principal ‘source of

Joreign exchange, are expected to
-rcach a point somewhere around
the high levels of approximately
7845 billion in_1946 and.the esti-
mzted $5.5 billion for 1947, While
complete data are- not available
concerning the use of exchange
for._' purposes other than imports.
* (8nch ‘purposes,” for ‘example; as
interest, insurance,

there is reason to" believe® that

such payments ‘may amount to

perhaps $1 billion—which' would
. Jeav= ahout $4 billion for the fi-
‘. nancing of imports-in 1948, .

Besults of Industrial Expansion
Industrial expansion in many
* Latin - American  countries, espe-
: cially Argentina, Mexico, Brazil,
Chllq and Colombia received sub-
stantla_L impetus . dur.ng. the war
!"when imports were curtailed as a
- result of conditions of short sup-
© oly and export restrictions abroad.
During 1947, howevér, many of
the war-nurtured  industries en-
countered the competition of re-
i, Dewed imports, and pressure for
&% Increased protection arose.
While the princ.pal reason for

FRASER
aser stloyisfed.org

exchange controls, that'

States position as a- sunnlier has
increased from 59% to 65%. ¢
While - the relative importance
of “imports into Latin America
from within the Latin ‘American
area’'declined percentagewise
from 27% in'1944 to an estimated
15% 'in 1947, their dollar value
has remained near the level ‘es-
tablished in 1945 when, as a result
~f the stimulus derived from war-
time trade disruption, intra-Latin
American : imports amounted. to
$590 million, : N
- Latin America as a whole prob-
ably will record a small passive
trade balance for . 1947, owing
largely "to;an import; balance in

“its ‘tradewith-the United~States.

The “active balance “"developed |
with Europe is‘a limited, asset at
this' time because. of the incon-
vertibility of-the funds acquired

"and ' the "relatively " scant “avail-

ability, from much of that area,
of  essential “import ifems. . The
passive trade - balance : with : the
United States has caused a drain
upon accumulated dollar holdings
necessitating, in: many countries.
the ' tightening ' of ' existing ~ ex-
change -control.measures in order
to regulate further the outflow ‘of
dollars, : ;

“Decline in‘ Gold -and -Exchange
Holdings ket o
"It is reported that the gold and
exchange holdings of Latin Amer-
'ica ‘declined from' an estimated
24,450.000,000 at' the end of ‘1946
to '$3,736,100,000 at the close" of
1947, -a decrease of 16%. “This
decline “was principally a‘loss of
sold or dollars.-since holdings of
blocked currencies remained rela-
tively. unchariged, ; :

in the total gold and exchange
holdings . of Latin America  may
seem insignif’cant, particularly in

ance, the case in certain individ-
ual countries is so: salient as to
deserve special attention., Argen-
tine holdings ‘declined- $658 mil-

million or 7%: Mexico, £113 mil-

million or 29%.
are’..among - our

These countries
largest  Latin

ness of fixed specific duties viti-|*

other countries declined also, but
on a much smaller scale,. Notable
exceptions to the general-down-
ward trend in exchange holdings
were Cuba, Peru and Venezuela;
their gold and exchange holdings
increased $220,100,000, $10,209,000
and $8,600,000, respectively.- -
Importance of U, S. Trade to
Individual ‘Countries 3
The importance of «the: United
States in the total trade of Latin’

view' of 'the large remaining bal-,

lion or 38%: those of Bravil, $55
lion or 50%; and Colombia, $51.4'

(Continued on page 46) ..

COMING
EVENTS

In Investment Field

April 29-May 1, 1948 (Ft. Worth,
Tex.)

Texas Group Investment Bank-
ers Association Spring Meeting.
May 4, 1948 (New York City)

Security Traders Association of
New York stamp tax meeting.
Lower Church Hall, Our Lady of
Victory Church, Pine & William
Streets, 4 p.m.

May 6, 1948 (New York City)

Bond Club of New York Dinner
Meeting - at the Waldorf-Astoria
Hotel.

May 10, 1948 (New York City)

‘Annual = Election New York
Stock! Exchange. ¢ J
May 22 and 23, 1947 (San Fran-
. cisco, Calif.)

San Francisco Bond Trader:
Association ‘annual outing af
Northwood Lodge, on Russian
River,

May 25, 1948 (Cincinnati, Ohio)
{Municipal . Bond Dealers Grour.
of Cincinnati Annual Spring Party
at the Kenwood Country Club.
May 28, 1948 - (Pittsburgh, Pa.)

. ‘Pittsburgh -Securities Traders
Association. Annual Outing at the
Shanmopin ‘Country Club . 1
Jiine 4, 1948 (New York City)
. 'Bond Club of New York Annual
Field “Day “at’ the “Steepy ‘Hollow
Ccuntry Club, 'Scarboréugh; N. ¥
‘June 11,1948 (New ‘York City)

| Corporation Bénd Traders Cluk
of New York.Spring Outing and
Dinner at the Wingfoot Golf Club
Mamaroneck, N. Y, ¢
June' 11; 1948. (Pittsburgh, Pa.)

! Bond Club “of -Pittsburgh :An-
nual :Spring’Outing -at: the .Char-
tiers- Country-Club. :

4. June ‘12,1948 (Chicago, IlL.): .
1.+ Bond Traders Club -of Chicago

Annual ‘Golf Party at”
Country Club. s
June 18,1948 - (Boston,” Mass.)

#:Municipal Bond Club. of Boston
annual -« outing “at’: the Country
Club, .Concord;-Mass.” 'To .be pre-
ceded by parties ‘it -the ‘Hotel
Statler on'the evenings of June

the Acacia

midnight...

_ 1 June 22,1948 (Boston, Mass.)
While a decline of $714.800,000

Boston Security. Traders Asso-
ciation '29th Annual :Outing at
Woodland Golf Club. . .

July 9, 1948 (Philadelphia, Pa.)
.. Investment: Traders -Association
of ‘Philadelphia -Annual Summer
Outing at the Tavistock - Country
Club, Haddonfield, N. J. .

July 16, 1948 (Teledo, Ohio)

‘Bond Club of Toledo annual
outing at the Inverness Country
Club.

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

change holdings of a number of

American customers. . Dollar ex-

National Security Traders Asso
ciation Convention.

16 .and .17: from ‘9:30" p.m. until |

\

Capital Growth—Letter on cap-
ital growth by -means of the point
and figure method—also. literature
on figure .charts of stocks and

S-1—Morgan; Rogers- & Roberts,
Inc., 64 Wall Street, New York.5,
NAYGE s i

- Companies Likely ‘to. Benefit
from Defense Program—Tabu-
lated = list—Newburger, Loeb. &
Co., 15 Broadway, New York: 5,

. .

' How to’ Profit ‘Through Tax-

| Exemption — Booklet explaining

municipal bonds in layman’s lan-
Zguage—Ira ‘Haupt, & Co., 111
Btoadyv‘ay, New York 6, N.'Y.

New York City Bank.Stocks—
Comparison and - analysis of 20
stocks .as ‘of March ‘31, 1948—
Laird, Bissell & Meeds, 120 Broad-
way, New York 5, N. Y.

0il Stock ‘selling - under. $3—
Statement—S. R. Melven & Co..
125 Cedar Street, New York: 6.
N+ : :

Railroad Developments — Cur-
rent developments in the indus-
try—Vilas' & « Hickey, 49 Wall
Street, New York 5, N. Y. :

Stocks Selling Under Earnings
—List of 10 stocks which appear
to be selling lower marketwise
than other comparable securities—
Bond & Goodwin, Inc., 63 Wall
Street, New York 5, N. Y.

What “to Buy? -— Easy-to-read
memo highlighting a dozen inter-
esting stocks for retail—H, M
Byllesby : & Co.,  Stock: Exchange
Bldg., Philac'ilelphia 2, Pa.

\ * L ]

American  Machinery = Corp.—
Circular—Gordon Graves: & Co.
30 Broad Street, New York 4,N.Y

Central Illinois Electric and Gas
Co.—Analysis available to dealers
on request—S. A. Sandeen & Co.,
Talcott Building, Rockford, Ill.

Compo. Shoe Mac’h’ihery-—_-New
report—Loewi- & Co., 225 ‘East
Mason Street, Milwaukee2, Wis.

Gaylord Container Corp.—An-
alysis—G. H. Walker & Co.; 1
Wall Street, New York5, N. Y.

Gruen Watch Co.—Data-—Buck-
ley ‘Securities Corp., 1420 ' Walnut,
Street, Philadelphia 2, Pa. ;
~Also .available - are data.on
Portsmouth: Steel Corp., ‘Dumont:
Laboratories ‘and. Central Illinois
Public’ Service Co. )

Hanson = Van. Winkle ~« Munning
Co.—Analysis—Maxwell; Marshall
& Co., 647 South Spring: Street;
Los Angeles 14, Calif...:

Harshaw.. Chemical :Co.—Basic
review and. investment: appraisal
—Kalb, Voorhis & Co:,"25 Broad
Street, New York 4, N.Y.

Home: Insurance Co.—Analysis
—Geyer & Co.,. Inc,; 67 Wall
Street, New York 5, N. Y.

Hungerford Plastics—Recent
bulletin—First Colony " Corp., 52
Wall Street, New York 5, N. Y.

Also avadilable is a bulletin on
Metal Forming :Corp., Dumont
Electric Corp.,, M. H. Lamston,
Inc., York Corrugating Co., Strat-
ford Pen Corp., and Loew Drug
Co., Inc.

New - Jersey Worsted Mills—
Card memorandum—EKoellner &
Gunther, Inc, 31 Clinton Street,

Newark 2, N. J,

commodities-——write ‘for: Portfolio |-

-| sociated’ Dry

" Dealer-Broker Investment
Recommendations and Literature

It is understood that the firms mentioned will be' pieas?d
"' to send interested parties the following literature:

Niagara Hudson Power Corp.— :
Circular—A. M. Kidder & Co.,
1 Wall Street, New York 5, N. Y. !

Oil " Exploration Co,— Data— !
Comstock & Co., 231 South-La
Salle Street, Chicago 4, Ill. '

 Public National Bank & Trust &

Quarter. Analysis—C., E. Unter- '
berg & Co., 61 Broadway, New
York 6,'N. Y. v oy ;

- Red Rock Bottling Co. of Cleve- -
Jand—Memorandum—William S.
Baren Co, 42 Broadway, New. :
York 4, N. Y. . 7 iy

“ Sperry’ Corp.—Memorandum—
Stanley Heller & Co., 30 Pine :
Street; New York 5, N. Y.

Tennessee Gas Transmission Co.
~Information—William A, Fuller
& Co., 209 South La Salle Street,
Chicago 4, 111,

Twin Coach Co.—Analysis and
outlook — Kiser, Cohn & Shu-
maker, Inc,  Circle Tower, In-
dianapolis 4, Ind. :

Also available is a tabulation
of suggestions for Indiana In-
vestore

“Robert Lehman Director

- Robert  Lehman, Senior Part-
ner of - Lehman Brothers and
President . of

The = Lehman

Corp. was

elected a di-

rectorof ./

gnited Fruit

0. :

Mr. Lehman
also is a di- "
rector of Gen-
eral Foods
C or poration;

Pan American

Airways, Inc,;

C. 1. T. Finan-

cial Corpora-

tion; and As-

: Robert Lehman
Goods - Corpo-

ration, . ..o

- I R I TL LT

Gulf States Utilities
Bonds on Market

“'Halsey "Stuart & Co. Inc. dnd
associated underwriters are offer-
ing to the public today $12,000.000 :
Gulf  States  Utilit'es Co. first
mortgage bonds, 3%:. series due
1978 at 101.75% and accrued in-
terest. :
-“Net nroceeds are to be used for
general corporate purposes, in-
cluding the payment nf its present
short-term: nntes in the ageregate : -
amount of $4,500,000:- and the.fi--
nancing of a portion of its 1948
construction requirements, ;

“Regular’ redemption prices - for -
the bords are scaled from 104.75%
to :100% while special redemption’
prices from 101.75% to 100%.

The companv is engaged prin-
cinally in the business of gener-
ating electric energy and ftrans-:
mitting, disttibuting and 'selling
it in an area in southeastern
Texas and in south central Lou-:
isiana, comprising apnroximately
27,500 square miles and extending
from Deanville, Texas, on the
west -to Holden, La., on - the:
east, a distance of over 350 miies. -
The company also. sells natural:
gas and water in parts of this area.
Aporoximately 13.5% of the com-
pany’s total overating revenues is
currently derived from the sale of
electric energy or steam directly
to- the oil industrv. for refining,
pipe line pumning and . well

pumping and drilling.

Company of New York— First - .-
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i An Outstand‘ingYear'
in 'Metrop’o'litan"s' History - :

14 1 947 was one of the best-yearsin the :

history : of - the - Metropolitan

Life Insurance Company. 3
“The Company’s financial position was
excellent. More Metropolitan policyholders
than ever before enjoyed the blessings of life
insurance. Through investments, .the Com-

;-pany.played a bigger role than in any pre- -

ceding year in helping to keep. the wheels of

industry turning . . . to provide jobs and.
homes . . . and to maintain high standards

of living.

“However, the year was not without its .

problems. Insurance costs were higher: be-
cause of lower interest rates, and because
of the prevalent increase in the cost of goods
and services.”

President Leroy A. Lincoln reported these
facts in his‘account of the Company’s 1947

activities in a motion picture entitled “Pages
From An Open Book.” Here are some other
important facts about 1947 ‘prescnted by
Mr. Lincoln: o

—Payments to . policyholders: and - benefi-
ciaries totalled” $671,000,000—topping all
records.. : i
—More than 2,300,000 people bought

' Metropolitan ‘policies during the year. The -

total of Metropolitan policyholders reachcd
32,384,000. - .

" . —At the year-end, policyholders owned a
total of $37,250,000,000. of Metropolitan -

protection—the greatest amount in the Com-
pany’s history. :

—Metropolitan will pay in 1948 somewhat
more in dividends to policyholders than in

1947, although there will be downward ad- -

justments for certain classes of business.:

Mr. Lincoln also reported that last year
a committee representing all State Insurance ,
Departments completed, as required by law, -

" a'periodic examination of Metropolitan. In

their conclusions, the ‘examiners reported:

“The examination of the Mctropolifan»
* Life Insurance Company indicatesthat
it is in a sound financial condition.”

“Policy claims are paid promptly, and
fair and equitable treatment has been
accorded the ‘policyholders.” *

| t g

Metropolitan’s Annual Report for 1947,

‘which is entitled ‘““Pages. From An Open
“Book,” contains much additional informa-

tion about the Company’s operations. If
you would like to have this booklet, fill in
andmail the coupon below. A copy will
be sent to you without charge.

OBLIGATIONS AND ASSETS —DECEMBER 31, 1947

(In accordance with the Annual Statement filed with #he New York State [nsumnm:chpzu'mv:nt)x :

f
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OBLIGATIONS TO POLICYHOLDERS, BENEFICIARIES, AND OTHERS
Policy Reserves Required by Law - . .« . . .7 $7,333,537,964.00
This amount, togethet with future premiums and reserve - <
interest, is required to assure payment of all future policy
benefits, 4
Reserved for Future Payment Under
Supplementary Contracts . . . .. . s s
Policy proceeds from death claims, matured endowments,
and other payments which beneficiaries and policyholders
have left with the Company to be paid out to them in
future years.
Policyholders’ Dividends Left on Deposit v . . .
Reserved for Dividends to Policyholders . . .
Set aside for payment in 1948 to those policyholders eligible
“ - to receive them, 3
Policy Claims Currently Outstanding .. . . .
“Claims in process of settlement, and estimated claims that
have occurred but have not yet been reported to the
.. Company,
Other Policy Obligations . )
Including premiums received in advance, etc.
Taxes Accrued ., L . a0 w e e e dia
Including gstimated amount of taxes payable in 1948 on the
business of 1947,
Contingency Reserve for Mortgage Loans, . . « 7 +21,000,000,00
All Other Obligations . i s+ % s = 's =« 29,339,937.42
TOTAL OBLIGATIONS v v s w 4" o s o -.88,048,865244.06

373,634,251.42

" 64,747,219.00
141,215,117.00

34,085,580.50

33,550,654.32

e v el

17,704,521.00

Thiss, Assets exceed Obligations by . $499,557,356.51 ).
i This safety fund is made up of: .

.. $427,276356.51

. ASSETS WHICH ASSURE FULFILLMENT OF OBLIGATION
National Government Securities. * .. .- . . . $3,876,921,624.32
U.S. Government -+ =« s s s $3,632,510,803.00 iR
- Canadian Government .

Other Bonds .. . .

. 244,410,821.32
" Provincial and Municipal . .

Sl U 2,710,589,958,79
. $74,339,932.15
.+ 1.510,214,387.99
B 975,681,105.50
o +1,150,294,533.15 d
« o« 105,388903.00

Railroad v o v el e
Public Utility .. 7w
Industrial and Miscellaneous -,
Stocks. - Fu il § e e Dl
All but §1,565,382.00 are Preferred or Guaranteed.
 First Mortgage Loans on Real Estale . . '. . .
TRarms L e e e $  86,117,937.09
Other Property /o v s w4 878,548,784.10
- Loans an Policies SR e A i g T g 1 343, 301,733.81
Made to polieyholders on the security of their policies.
. Real Estate (Afltcr decrease by adjustment of $25,000,000
in'the aggregate) o 0L et )
* Housing projects and other real estate
acquired for investment: . b
Propertics for Company use '« ./« 4
Acquired in satisfaction of mortage in-
dabtedness (of which $13,08,579.96
is under contract of sale) .. 59,645,975.37 -
Cash and Bank Deposits . . . 0 visle e
Premiums, Deferred and in Course of Collection . :124,835,913.79

Accrued Interest, Rents, etc. . .. 57,706,111.28
TOTAL ASSETS TO MEET OBLIGATIONS .« "« » $8,548,422,60L.17 |

964,666,721.19

PN BT TORC Wt

208,752,510.79

$' 139,090,580.35
35,015,955.07

156,258,124.20 -

el e

This fuird, representing about 6. per cent of the.
- o Obligations, scrves as a cushion against possible un--
favorable expericnce and gives extra assurance that -

" all policy benefits will be paid in full as they fall duc.

Special Surplus Funds . . . . $ 72,281,000.00 5

Unassigned Funds (Surplus)

NOTE:—Assets carried at $412,328,264,37 in the above statcment are deposited with various public officials under requirements of
Iaw or regulatory authority. In the Annual Statement filed with the Massachusetts Insurance Department, Policy Reserves Required
by Law are $7,333,661,993.00, and All Othar Obligations are $29,265,908.42.

{ METROPOLITAN LIFE INSURANCE CO.
1 Madison Avenue, New York 10, N. Y.

e —

Gentlemen: i 3
Please send me a copy of your Annual Report to Policyholders entitled,
- “Pages' From An Open Book.”: ~ . Y

NAME :
- STREET.
CITy. STATE.

— o — ————— - — o — — — ——_ V—. = v—

Metropolitan Life
Insurance Company

(A MUTUAL COMPANY) 4
1 MapisoN AvesUE, NEw York 10, N. Y.

T

1
I
|

|
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L
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A Fair Wage for the Mortgage Dollar

10 (1754)

; By CHHARLES FLEE1TWOOD * i
Vice-President; The Prudential’ Insurance Co. of ‘America

Mortgage expert calls attention to depressed and inadequate mortgage interest rates, which handicaps'
savings and investment as well as. home building. . Lays blame on prewar and postwar Federal mort-
gage aid policies, and foresees shortage of private funds for housing, if interest yields: are artificially
depressed. Says free enterprise system is endangered by low-interest rates, which discourage incentive

4 to'save and invest. | ; i

Thé wages which mortgage dollars can earn have a profound effect _that percolates

| ‘ A .

' Bank and Insurance Stocks

e By E. A..YAN DEUSEN
This Week — Insurance Stocks

" Consolidated net operating profits for 1947 of 22 representative
stock fire insurance companies are tabulated this week, compared
with 1946 consolidated net, Figures for 1947, furthermore, show net| .
investment income, net underwriting profits after adjustment for
increased premium reserve equity, and Federal income taxes on both

- With Herrick, Waddell Co.

gitized for FRAS

parent and- consolidated bases,

Sixteen of the 22 companies report

‘Iarger total net operating

earnings for 1947 than for 1946. Two companies, viz., Agricultural
and Nationa] Fire show a consolidated net operating loss.” = .

In the March 25 issue of the “Chronicle,” net investment income
and net underwriting profits on a “parent” basis were tabulated, com=

pared with 1945 and 1946.
1947 “parent” figures tabulated
in the current issue of the
“Chronicle” should be used, how-
ever, instead of those given in the
earlier " issue, because some in-
accurate adjustments were made
for changes in the unearned pre-
mium reserve and distorted the
uaderwriting results formerly
shown. Figures for 1945 and 1946,
however, were correctly shown,
and may be used for comparison
with the corrected 1947 figures.

' The five companiesmarked
with an # in the table own no
affiliates, consequently the earn-
ings shown as “consolidated” are
the same  as the “parent” earn-
ings, All. figures are derived
from Best’s publications,

1t is interesting that seven com-
panies ' experienced  higher net
underwriting profits, on a parent
basis, in 1947 than in 1946, as
follows: Boston, Great American,
Hartford Fire, Home, Insurance
of North - America, Pacific Fire
and St. Paul Fire & Marine.
Furthermore, . three = companies,

: Net.*%
Iny. Inc;

$
2.19
4.84
2.31

PARENT COMPANY.
o ey

:Aetna Insurance
.. Agricultural: Insurance.
“American . Equitable___.
. Boston Insurance
Continental - Insurance__
Fidelity-Phenix
Fire Association

—0.30
—0.87

+ Insurance of No. Amer..
- National Fire
New Hampshire
*North River
*Pacific Fire

3.23
1.73
1.88
3.27

St. Paul Fire & Marine..
Security Insurance
Springfield Fire & Mar._
*U. S. Fire

“Companies own no affiliates, hence consolidated earnings are same as “parent.”

The®

American Equitable, Fire ' Asso-
ciation and Phoenix, report net
underwriting profits in 1947, com-
pared with net losses in 1946,

Many of the companies are be-
ginning to benefit from the rate
increases which were made effec-
tive in 1946 and 1947 in various
States..  Since  February, 1947,
rates have been increased by most
of the important New England
and Middle Atlantic States, and
by -some of the Mid-West States;
Additional States are likely to
grant increases this year. '

The full favorable effect of
these various increases have not
yet been felt and will not be fully
realized until all policies written
‘at the lower rates have matured.

It iis pertinent to. close with the
following quotation from the cur-
rent issue of Moody’s Stock Suf-
vey: “Prices for insurance’stocks
as a group appear reasonable and

the industry’s longer-range pros- |-

pects ‘relatively favorable, ~Re-~
tention of these stocks for income

the broad ef-
fect on our
economy is
concerned.

During ‘the
last few
months we
have heard a
great deal *
about the
shortage of
mortgage
money. From
what I can see,
there really
isn’t a short-
age of invest-~
ment funds
available to ‘ ‘
builders and buyers of real estate,
provided they are willing to pay
a fair rate’ of* interest.

I should like to explore the sit-
uation with you today, and while
we may not'come up with an an-
swer that will satisfy every one,
perhaps we can clarify certain
questions and you may be  able

Chas. G. Fleetwood

#*An address by Mr. Fleetwood
at the Fourth Annual Long Island
Mortgage Conference, Garden

is advised, generally.”

—8.02

—4.62
—0.44

. 319
—0.78

City, L. L., April 14, 1948,

1947 Earnings Per Share 5 ;
il CONSOLIDATED COMPANY. 1946

Total Consol.
Net Und, - Fed.Tax  Net'Oper. Net Total
$ $

$ $

. —0.83 = Cr0.03 213 .. 3.78
—10.00 Cr0.04 —4.52 4.05
0.10 0.82 1.59 1.03
0.43 e 13.97 3.43
2.17 0.286 5.50 4.22
1.91: 0.23 5.86 4.81
0.94 0.15 5.42 2.75

—0.30 iy

124 042
075 Cr0.01 289 178
0687001 . . 154: ; 104"
714 067 1187 ;444
1.84% 20,33

i 3.48 121
- 125 Cr0.25° 7.71 5.26
—b5.93 AR

—2.14 0.10
—1.16 0.01 1,72 1.68
0.13 0.03

1.52 1.79
6.72 0.24 13.07° - 6.90
1.54 0.12

6.03 3.50
5.59 0.32

T v 900 5.69
—1.55 = Cr0.42 1.39 © —2.05
0.35 o

: 255 435
0.78 0.07 3.98 4.75

.t Total
N¢t Oper, .,
$
1.12
—3.18

159 -
3.57
4.10
4.90
5.23
1.24
1.95
- 140
7.91.;
3.27::*
-8.97
—1.78
218
1.52
13.07
- 447
6.80
1.05
2,36
153,97

Net
Inv, Inc,
$
2.93
. 5.44
2:31
3.54
3.61
"4.18
4.63
1.54
2,13
223
- 5:40
197
6.21
3.79
2.89
1.42
6.59
4,61
3.80
2.52
©2,20
1 3.2T

Net Und., Fed.'f‘ax
$ 3
—1.09 - Cr0.02
010 '*0.82
0.33
1.37
0.85
‘1.21

0.18
0.10
0.14

Cr0.01

- 0.02 .
0.25
0.41
0.18

0.52

4,11
1.93
1.71

0.03
0.24
0.08
0.22
Cr0.10

007 ¢

0.13
6.72
0.81

0.48
0.77

With Wefel & Maxfield

.(Special to THE FINANCIAL CHRONICLE) "'

FT, WAYNE, IND. — Albert O.
Pape is now affiliated with Wefel
& Maxfield,  Ft. Wayne Bank
Building.

(8pecial to THE FINANCIAL CHRONICLE)

KANSAS CITY, MO.—Monte C,
Coulter  is now connected with
Herrick, Waddell & Co., Inc,, 1012
Baltimore Avenue, ;

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 Telelype—NY 1-1248-49
(L. A, Gibbs, Manager Trading Dept.)

ER

| SECURITY TRADERS ASSOCIATION OF NEW YORK

NEW YORK STAMP TAX MEETING . i
The : Security -Traders Association of New York will hold a
meeting ‘on May 4 at Lower Church Hall, Our Lady of Victory
Church, Pine ‘& William Streets, at 4 p.m., to discuss New York
State:Tax Stamp legislation and possibilities of eliminating payment
of the stamps. George Rieber of the N. A. S. D., representative of the
‘Clearing Banks. in New York City, and. others are.invited, so that
the group may- have the benefit of their experience in clarification
of the laws. - 1 :
Members of the New

York Security Dealers Association are also
invited to attend, TR | BN :

. Over 1,400 members and guests of the Security Traders Associa~
tion 'of New York, Inc. attended the Twelfth Annual Dinner (April
'19) ‘at the Hotel Waldorf-Astoria, New York City. :
; After-a ‘few brief remarks by Association' President John J.
O’Kane, Jr. of John.J. O’Kane, Jr. & Co., the gathering enjoyed a
program of professional entertainment. [

Pictures taken at'the dinner will be published in the “Financial
Chronicle” of April 29.

The annual bowling match between Philadelphia and STANY
was held at the Downtown Bowling Academy, on Sunday, April 18;
The match in which three teams competed was won by STANY.
Following the games those in attendance retired to the old “German
American Rathskeller” on Third Avenue at 17 Street, where a good
old-fashioned ‘‘sauerbraten’ dinner was served. ‘

INVESTMENT TRADERS ASSOCIATION OF PHILADELPHIA
The annual summer outing of the Investment Traders Association

through all our economy.. In the final analysis it ends up with the one who is paying the:
wages and the one who is receiving the wages being almost indistinguishable in so far as

<

to appreciate more fully the prob-
lems.and the reasoning of an in-
stitutional  lender, such as the
Prudential. Before .we start on
this, I should like to tell you how
we at the Prudential feel about
mortgage investments,

You probably know: that the
Prudential: has been an active
mortgage lender on a nationwide
basis for many, many years. In
the  eyes of 'our management and
our able board of directors, mort-
gages always have been an invest-
ment bulwark. We ‘believe in
properly selected mortgage invest-
ments; we-like to make loans on
homes,  farms, industrial, apart-
ment ‘and mercantile properties.
If “you will permit me to bra
just a little, Texas style, I could
say that over the years Prudential
has made mortgage loans amount-
ing to over $4.7 billion to a total
of about 637,000 borrowers. = We
now hold mortgage loans in ex-
cess of $1.3 billion. We would like
to see this account doubled and
even trebled provided the result
is.'a safe and profitable return
on the funds of our policyholders.
But-—and- here is the rub~—mort-
gage interest rates during the past
decade have been forced down by
about one-third. During this 10-
year period the cost of everything
else, including our cost of doing
business, has steadily increased.

-| The result is that at present yields.

mortgage loans have lost much of
their former attractiveness in
comparison with other and more
liquid forms of investment pres-
ently available. It costs money
to produce and service a mortgage
loan properly. : ‘Unless .this cost
can be met and something left
over and above the net yields ob-
tainable-in government and grade
A industrial securities, there is
not much point in ‘making mort-
gages.

Adequacy of Mortgage Interest
val Rates ;

" I don’t know how other insur-
ance companies feel about . this.
I don’'t know what other insti-
tutions have done or will do. ‘All
I know and all I can say is that

.|in the recent past we in Pruden-

tial have been mighty concerned
about the inadequacy of mortgage
interest rates. We have been con-
eerned ‘about our steadily rising
costs of ‘doing business. We are
concerned 'because we wish ta

contintie to make mortgages. Ob-]

viously, if ‘costs ‘continue to in-
crease and interest rates are not
permitted to-rise, ‘the yields will
drop to a point where there is no

‘incentive to make loans. That, we

think, would be a bad thing for
us,.a bad thing for you, and a bad
thing for the borrowing public

- Now that I am four-square with

| the: world, -we: can go-ahead and

look at this mortgage situation in
a completely -objective ‘manner. .
Recently there has been a rash
of articles and. editorials ‘intrade
and ‘financial ' journals. about the
so-called tightening “up in the
mortgage market. There seems to
be a very soft market for GI 4%
loans, and lenders apparently are
no longer eager to pay high pre-
miums and finder's fees for Title
VI loans which bear 4%. The con-
sensus as expressed by the arti-
cles I have mentioned-is that the
patient is in a pretty bad way." A
great many bromides a;hd panaceas
accordingly are trotted out. Most

of Philadelphia will be held on Friday, July 9, 1948 at the Tavistock
Country Club, Haddonfield, New.Jersey. . - e

of --these "are - compounded of

-.straight government aid or guar-

antees to be: supplemented by a
liberal transfusion of funds from
the public purse.

An editorial in “The American
Banker” ds an exception to the
general: trend of thinking and to
my mind cuts to the root of the
trouble, In commenting on a pro-
posal - for 'the “establishment of a
secondary mortgage market, the
editorial points out that such pro-
posals. are nothing more or less
than a demand for government
aid in staving off economic retri-
bution. - In place of any such pal-
liative - as - this,” “The  American
Banker” urged that steps be taken
to permit the wages of investment
money, and particularly mortgage

g | money, to: keep pace at least in

some degree, with the increase in
all other costs of housing,

I was glad to see “The Amer-
ican Banker” take this stand, for
it ‘parallels very closely my own
views. At the same-time, 1 re-
gretted -that "the editorial could
not have appeared ‘in other papers

| also.” The ‘question of mortgage

interest rates and their effect on
home ‘ownership and on our na-
tional economy 'is one which
should be understood by the great
general public. The only: way it
can  be understood by -them is
through the columns of our news-
‘papers and ‘our magazines, - and
through the ‘sound’ educational
work that people such as. you and
I can carry out. A
We cannot escape the fact that
interest represents a large part of
the ultimate' cost of the ‘average
residential property, which is not
paid: for in cash but paid for over
a long period of years. It is per-
fectly -understandable that -the
buyer or builder of a home, con-
cerned primarily in the advance-
ment of his own interests, would

like to see: mortgage loan rates

reduced to the minimum.

But let us—and: I mean society
as: a whole and not just we who
are in the real estate profession—
look: at the other side of the ques-
tion. What do we owe to the
sources of mortgage money?

Volume of Mortgage Loans
At the end of 1947, according to

‘the ‘most  reliable estimates, the

non-farm home mortgage debt of
this ‘country was approximately
$30 billion. I understand that the
total of new mortgage loans placed
one ‘one-to-four family non-farm
homes. reached' $11.4 billion for
1947. Regardless of the astronom-
ical character of these figures, the
fact-that ‘must never be lost sight
of is'that. the overwhelming bulk
of that’ mortgage, debt represents
savings; the savings of our thrifty
people—our men, women and; yes, -
even: our  school children. ‘These -
savings are represented by life in=
‘surance’ contracts, savings  bank
accounts, pension' funds, deposits
in savings ‘and loan associations
and ‘similar- accumulations. “And
they ‘will range from a- $5 thrift
account to five-digit fortunes—or
more. ;

Why have all these millions of
people, including some 24 million.
Prudential = policyholders, ' sacri-
ficed to set aside part of their
earnings?  They have done so in
-order that their savings might be

put to work to safeguard their -

- futures. They have added to these

accumulations so that in their old
ageé or under adversity they and
(Continued on page 35)

v
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. Speaker Martin Attacks Truman. =3 &'l vomiuc™s e Progress of Perw’s Second Bond Exchange Offer -
: .. . . ‘ S il T radios, telephones, automobiles, or New York ‘Stock Ekchmge' seports :rec-ord of ,bbnd 'enhang_“ ,on'y
Anti-Inflation Plan _ exchang

any of the other comforts or lux-~ ) 3
7 .- uries of life. Wages are low and $9,405,000 to-April 4.
_ In Washington address; he says government controls will tend ‘fo :rig-i'dly; regulate.d by ‘the rulers. | . The New York Stock Exchange informed us yesterday that only
encroach upon individual liberties and privileges, “exactly the prin- .’ Strikes . are impossible. = ‘They |$9,405,000 of $81,580,500 Republic of Peru external bonds have been

ciple .on which the .despotism .of the KremLn is based.” A would -‘be- settled—not by collec- exchanged for new ‘bonds under their June 26, 1947, offer, up to

; vl tive bargaining—but th -| Apri hi i

Speakingat ‘the Convention of the Daughters of :the :American looti 8 ;n ng ¢ uft‘ ?y whe CZI e i
Revolution in' Washington April 19, Joseph 'W. Martin, Jr., Speaker ‘tive. action. of. LIFNg. ‘Squacs. . - ‘Bonds i .

of ‘the House of Representatives, expressed opposition to President ‘There ‘are grades and classes of . QldBonds  Outstanding | the bondholders to skip the non-

“*T'ruman’s program to combat inflation in the following language:— | living. The privileged rulers.and |, . . . o Dxehanged ~ 6/26/47 |payment of 16 years bond interest
i ; “We must? i ~—— | their favorites deal at different |y .r . $1,020,000, - 88,728,000 | apq to accept a return of only 1%

prevent a 65 of "'60. 5,276,500 48,383,000

great  decep- 6s of 61 3,099,500 24,469,500

tion being
practiced on
. the people. It
is that we can
have a few
governmental
‘controls,

Those whohad saved lost nine
out of every ten dollarsthey had.
Russian living ‘levels -are only

about a tenth as high‘as‘ours here

at home. ‘The prices of ‘all ‘goods

‘and services in Russia are many.

times greater than ours: :Men-are
chained, by governmental ‘decree

stores than the rest of the people,
They  get better goods and lower
-prices. Most of the Russian people
live in-mud hovels, log “huts, or
else .are’ packed . into miserable,

‘barren quarters which make even

our crowded conditions = seem

$9,405,000 - $81,580,500
American investors are the prin-
cipal owners of the.three :exter-
nal ‘issues, originally amounting
to $115,000,000 which was reduced

interest the first two years, 13:%
the second two years, 2% the
third two years, and 2% % to the
maturity of the new bonds in-
stead of the 6% and 7% which
Peru solemnly obligated itself to
pay ‘investors on ‘the three ex-

which canbe | to their jobs in factories or on'the | highly. luxurious.”

exercised

“from timeé to

time, but

which will re-

main * always

just a few. Tt
Hon. J.W. Martin, Jr. iS the pretense
s that those
«controls will not tend to encroach
upon the liberties and privileges
©of the citizens.

“Now the fact is a government
with powers of control over part
of the citizens’ activities is under
constant pressure to -assume full
-control over the direction and
speed of every part, big and Lttle.
in ‘the whole economic machine
Such' a government could deRy
.anyone the right to earn a living.
A government with such powers
could ‘make access.to the necessi-
ties of life dependent upon obedi-
ence to its authority, Tt could tell
you where you would have to
live; what you would have 1o eat;
how you should spend your lei-
sure: how you must educate your
children.

“Now, there -is- the: plcture of

the compulsory - state in-.all-its/|

naked ugliness. ‘We want none of
ihat in America,

“Controls necessary in ‘war are
not necessary in a:peacetime econ-

..,omy. The objective of a war econ-
.omy s to produce for the govern-
ment. A peacetime economy is jto
produce for 145 million customers,
| 1 “When the government is the
customer it knows what it wants.
But how could government bu-
reaus at Washington know what.
145 million customers wanted?

. *“THen, on what principle would

‘the government at Washington
guide the national economy?  Ob-=
“viously, it'would be on the prin-

“iciple ‘that what somebody at
Washington thought was good for
‘the people would ‘be done. That
is -exactly the principle on which
the despotism of the Kremlin is
based, and upon which the Rus-
'sian economy -operates.

“No people ever entered into
the compulsory state through =2
door on which the price of admis-

“sion was plainly posted. except in
case of subjugation. There are
many other entrances, But under-
neath the high-sounding slogans

“and the  glitter of paternalistic
scrollwork, they are all the same:
“The American people will not be

‘ fooled if they know: the nature of
‘this political shell game.

“Concentrated ' government is
not successful government. Tt has
always failed fo give the people
happiness, progress or prosperity.

“1t has failed completely under the

“test of the last few years. Look
-at Russia and see what has hap-
pened there,

. “For years, the Kremlin has
held complete ‘control of -govern-

“ment, industry, agriculture, labor,

..and of every detail .of the private

_ citizen’s life. The people are mere
pawns, Yet that control has failed
completely to produce efficient

" results. ‘They have had worse in-

" flation than we have had in the |

~United -States. . Our fax rates are
i too-high; but in Russia recently,
they executed a 90 % ‘capital levy.

to $81,580,000 when Pern asked|ternal issues.

1Ll

TO EXPAND

1. In 1946 Standard: Oil (Indiana) and its subsidiaries
spent '$159,000,000 for construction and other new facili-
ties ‘of all kinds.In 1947 the companics’ capital expendi-
tures were $220,000,000. Approximately the:sameamount
will be spent in 1948. Thus for the three-year period, a
total of about:$600,000,000 will have been invested in
expansion and improvement:to help meet the unprece-
dented demand for, petroleum products. il ¢

2. Sales in 1947 were $886,300,000, as 'compared with?
$633,800,000 in 1946.

3. Net earnings were' $94,900,000, ‘as compared with
$67,600,000 in 1946. :

4. The 1947 capital expenditures were financed with
$96,000,000 of borrowings, $64,000,000 from net earnings
for. the year, and: $00,000,000 from depreciation and
depletion, (Arrangements’ have already been made to -
cover the bulk of the prospective 1948 and 1949 capital
requirements.)

5. Net crude oil production in 1947 averaged 196,700
" barrels a day, an all-time record -and an 119, increase

- STANDARD OI Lo
is spending 600,000,000
FACILITIE.S

over 1946, Several important oil idiscoveries were-made,

509 wells were completed and 234 wells were purchased.

6, Crude oil Tuns at refineries avéfaged 370,000 barrels
a 'day as compared with 341,000 barrels a day in:1946.

7. The number of employees increased from 42,616 to
45,967, Payrdll and employee benefits were $183,000,000,
equivalent to an average of $4,091 per employce. Back

iof each employeé theréis an average capital investment

of $24,600.

‘ S :
8. The year 1947 was the 34th consecutive year in which
dividends have been paid. Reinvestment of earnings has
greatly increased ‘the stockholders’ equity, During 1947
the number. of stockholders increased. to- 97,495. No
organization owns as much as 5% of the stock, and no

. individual owns as much as 1%.- ;

9. Standard Qil and its subsidiaries sell petroleum prod-
ucts in 40 states. Tn the 15 North Central states, con=
taining nearly 14 of the nation’s population, the company
is the largest rehner and marketer of petroleum products,

CONSOLIPATED STATEMENT OF INCOME
_ AND EXPENSES _
And Summary of -Earnings' Retained and Invested in the
Business for the Years 1947 and 1946
94T A946

Sales and operating révenues $910,746,050  $650,615,964 .
Dividends, interest, erc. received 10,710,937 9,452,415
Gain on sale of investments and capital assers 1,353,318 - 7,571,191
Total income $922,810,305. * $667,639,570 ¢
DEDUCT: . :
Materials .used, operating.and general ex- : :
penses other than those shown below, .. . $717,91 5,210 $507,340,114
Provision for depreciation, depletion, and
amortization of properties—
Depteciation $ 29,365,616 % 25,157,878
Depletion and amortization of drilling 3
and development costs, 17,438,774 13,813,576
46,804,390, 3 38,971 454

. Loss on dry holes, retirements and abandon-

PCNESLS i vt s 4o e s Sha 48 wtepius vk 13,403,888 12,933,658

3 $ 60,208,278 % 51,905,112

Federal and state income ‘taxes 22,229,000 20,867,000

Other raxes (exclusive of taxes amounting fo ;i

$142,252,684 in 1947 and $128,914,947 in

1946 collected from customers for govern- i

MENTAZENCIEs) s\ vii it wnshinssasiiorns .. . 21,545,740 16,652,044

Interest paid 2,144,482 982,527,

Minority stockholders’ interestin net income .- f

of subsidiaries 3.886.880 2,242,988

Total deductions.. $827.929,590 $599,989,785

Net income $ 94,880,715 § 67,649,785
Dividends paid by Standard Oil Company
(Indiana)—$2.00 per share in 1947 and

$1.75 per share in 1946 30,570,249 ©-26,748.791

Balance of earnings retained T $ 40,900,994

Earnings retained and invested in the busi-

ness at beginning of year 364,404.010 323.503.0]6’

‘Earnings retained and invested in the busi- X
" ness 2t-end of year 1 $428.714.476* $364,404,010

#Including $197,000,000 restricted by terms of debenture and bank-
loan -agreements. of subsidiary companies and -about $9,500,000 of
earnings of pipe-line subsidiaries segregated under provisions of Consent
:Decree in Elkins Act suit. T 4

iEe

"THE STORY IN FIGURES
PRODUCTION L RAT L 1946

Crude oil produced, net barrels 71,811,680 64,533,584 ..

0il wells otvned, net, at the year end 7,205
Gas wells owned, net, at the year-end 381

TRANSPORTATION ST

Pipe lines owned, at the year.end, miles, ., 14,114 12,867
Pipe-line traffic, million barrel miles 96,678 81,590
Tanker and barge traffic, million barrel miles 58,513 i S1,31T

MANUFACTURING A ,
Crude oil run at refineries, barréls 135,096,034 124.432,30?

Crude-running capacity; ‘year end, barrels
ve Wit g iy el Rk 403,400 355,750

‘MARKETING
Total sdles in dollars $886,290,397  $633,768,075

Bulk plants operated, at the year end | 4,515 4,492

Retail outlets served, at the year end 31,453 30,369

FINANCIAL K 3

Gross income $667,639,570
Net -earnings. ... ... 94,880,715 67,649,785
Dividends paid .0730,570,249 . 26,748,791

Farnings retained in the business. . Li. 64,310,466 . 40,900,994 ;
Net earnings per share ik $6.21 $4.43 .

“Dividends paid per share e 1 $2.00 $1.75
Net worth; at the year end % 5924,8_70,060 © $860,560,177
Book value per share, at the yearend..... $60.51 $36.30

PEOPLE ; : 3
Stockholders,.at the year.e : X 97,495 97,237
Employees, at the year end

\sCopies of the 1047 Annial-Report available ori réquest as long
as the supply lasts. Itite -Standard Oil Company,
¢ o i ngroS. Mickigan Avenue,Clicago 80, llinois.

15,967 42616
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Securities

. Following the strange pattern that virtually all sections of the
stock market have get in the past year or so, Illinoigs Central common
tock -late last week turned somewhat reactionary on good news.
For the first time since 1931 the company has declared a dividend

on its preferred stock.

The distribution will be $3.00 a share, pay-

nble May 15, Now that the step has been taken, it seems logical

to' expect that the full annual $6&

-rate will be resumed and that
‘ater this year the ‘management
will give :serious consideration to
utting the common also on  a
regular basis, d «
Illinois Central was one of the
:lew of the railroads formerly
.characterized as .“marginal” that
did not pay any dividends during
‘the pre-war earnings recovery or
the subsequent war boom. It was
faced with what was admittedly
a serious bond maturity problem
in the 1950-1955 period. Its major
financial energies, therefore, were
first directed toward elimination
of the debt to the RFC, and later
to the reduction of the 1950-1955
maturities, This program has been
singularly successful, ; ;
During the years 1941-1947 the
company: reduced its non-equip-
ment debt by more than $108 mil-
lion. During the same period
equipment debt was cut by more
than $8 million. Morem}er, early
this year the road called for tend-
ers of all bonds in the 1950-1955
maturity .range, It was prepared
to utilize as much as $20 million
of treasury cash for this purpose
if the tender prices:were' consid-
'ered reasonable. There . were
$13,635,000 of the 1950-1955 ma-
turities acquired in this operation.
The aggregate of debt reduction
since Dec, 31, 1940, including

tirement and the financial rehabil-
itation. Even with the new equip-
ment trust obligations it is pro-
posed to sell, the annual equip-
ment maturities will still be be-
low yearly equipment deprecia-
tion charges. :
Earnings on the common- stock
last year amounted to $10.25 com-
pared with $4.67 earned -in 1946
without benefit of tax credits
For the industry as a whole the
first two months of ‘the ' current
year were difficult ones. ' Opera-
tions were seriously hampered by

weather conditions.  ¥or Illinois
Central there was only a modest
year-to-year drop in’ earnings,
from $1.58 to $1.39 a share, March
earnings were adversely affected
by coal strikes and this undoubt-
edly carried into' the . current
month, For the first four months,
then, there will likely be lower
earnings than a year ago. Never-
theless, and further stimulated by
the rate increase announced Mon-
day, the full year’s results could
well reach $12,00, or more, a com-
mon share. The stock is selling
less than three times such poten-
tial earnings.

leased line certificates, has been
equivalent to more. than $100

ihare of common stock outstand?’
ng. AR
i It is 'generally - considered by
railroad analysts that neither: the
total debt. structure nor the 1950~
1955 maturities may any longer be
ronsidered as presenting any real
problem, : As ‘of the end of last
year the 1950-1955 non-equipment
maturities had been reduced to

$103,948,000, exclusive of $1,208- |

00 Cairo Bridge 4s; 1950 for which
:fu'nds have already been deposited
with the mortgage trustee. They
- are now down to roundly- $90 mil-
lion as a result of the 1948 tender
gaperqtlon. Moreover; further sub=
stantial reductions. are expected
over the balance of this year, The
company has more than $5,000,000
of the $20,000,000 it intended to
artilize in accepting bond tenders.
Also,” it " is contemplating public
sale of $l4,_000,000 of equipment
trust obligations; ‘secured *on
eqqlpment.four or five years old.
1t is not likely that these honds
would be sold unless the company.
planned to utilize the proceeds for
retirement of higher coupon mort-
gage debt,
: With the debt problem to all
intents and purposes solved, and
with finances still more than ade-
quate, it is natural to expect that
stock holders may now finally
look forward to some participa-
tion in the_road’s high earnings.
This is particularly true inasmuch
as large sums have been spent in
recent years on property -and
equipment additions and better-
ments in addition to the debt re-

 Guaranteed Stocks
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. ‘ GUARANTEED RAILROAD STOCKS-BONDS

25 Broad Street . .New York 4, N. Y.

Telephone BOwling Green 9-6400
Teletypc NY 1-1063
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_ Anemostat. Director

Edward A. Kole has been elect-

led a ‘director of~Anemostat Cor-

poration of * America, manufac-

Edward A. Kole

turers of air diffusion control and
measurement devices, Mr. Kole is
a lawyer with offices at 39 Broad-
way, N. Y. City, who for . years
has specialized in the corporate,
real estate and securities fields.

N‘)rlhern Trust Co.
Official Changes

CHICAGO, ILL.—The ‘Board of
Directors of The Northern Trust
Co., Chicago, announces two.staff
changes, - Norman McClave was
promoted from Assistant Secre-
tary - to" Second ' Vice-President
and Robert L. Fisher was elected
Assistant. Secretary.. Both are
officers in the Trust Department:

Mr. McClave joined the bank in
1934..in . the Messenger .-Division
following graduation from Prince=
ton . University. = Mr, Fisher be-
came- associated with the bank in
1941 following. 13 years’ expe:
rience ‘with banking and insur-
ance,

With Davies & Mejia

(Special to THE FINANCIAL CHRONICLE) )

SAN. FRANCISCO, CALIF.—
Frederick C. Blumberg,” Jr., and
Hartley F. Hutchings have become
associated with Davies & Meiia,
Russ Building, members of the
New York and San Francisco
Stock Exchanges. Mr. Hutchings

! was previously with Sutro & Co.

e Wik

not come to
the ‘fact that
here is a“Pat-
tern for Prog-
ress and
Prosper-
ity.” We of the
New York
Central - are,
indeed ' proud ,
to share in its..
design.

This pattern
began to take
shape over
100 ‘years ago
when salt be-
came  the
foundation of
your indus-.. it S
trial life, As time went on and
the ' lines of - transportation were
woven into the industrial fabric
of Syracuse, the city began to de-
velop and gain ‘strength. - The
history of Syracuse is, indeed, the
history of transportation. From
the very days that tolls exacted
from the salt industry helped to
build the Erie Canal, transporta-
tion has been an integral part of
your progress and prosperity. . In
fact, one of the principal reasons
for the construction of canals and
the 'development of railroads in
this area was to  facilitate the
transportation of salt to the Atlan-
tic Seaboard. The construction of
these transportation routes soon
was to. make Syracuse known'’the
world over:as the #Salt City.”
But railroad transnortation.
more than anv other form, bas
developed hand in hand with the
growth of this Hub of the Empire
State, . Over 100 -years ago, the
original village of Syracuse alone
subscribed ‘one-half: of the total
authorized capital of $800.000 for
the construction of the Svracuse
and Utlca Railroad, a predecessor
company ‘of the New York Cen-

_Fred A. Dawson

;| tral System 'of today. The fran-
“| chise of this little railroad gave it
.| the- privilege -of carrying- freight
|in addition to passengers, pro-
| vided it naid tolls tn the canal

during . the ' navigation ' season.
Strange. how often the present
mirrors the past!

Since that time, the bands of
iron that once stretched through
a dense forest and over spongy
swamps to bisect Syracuse along
its “handsomest street” have given
way to:the rails of steel which
tnday. in very truth, have become
tha' city’s arteries carrying: the
lifeblood of its commerce and in-
dusiry. Today, Syracuse lies as
~lose tn .our hearts on the New
York Central as it  does to the
heart of the nation’s Empire State
‘which we have served continu-
ously for almost a century and a
quarter. We are happy that we
are part of this community. To-
gether. we have. a vital stake in
its Pattern for Progress and Pros-
perity. :

It is against this background of
traditional - cooperation  that you
of this Greater Syracuse and we
of the railroads must look ahead.
Centuries - ago, Confucious, the

;| great.Chinese philosopher, wrote,
‘| “Study the past if you would di-

vine the future,” - We talk about
the past and past experiences be-
cause we see in them valuable
lessons for the present and future.

*Afx address Bv Mr. Dawson be-
'fore the Atlantic States Shinpers
Advisory Board, Syracuse, N. Y,

April 8,.1948, /. ... .. e

s Strong Railroa

Vice-Presideni, New York Central Railroad Company

Rail executive, citing railroad’s role in promoting urban and industrial growth, as represented by Syra-

cuse, N. Y., describes. progress in furnishing additional railroad equipment. Points out importance of

 investor’s role in maintaining efficient rail transportation, and decries heavy tax burden on railroad

companies.. Concludes ‘nation . without- strong - railroads is nation half crippled, and unless higher costs
are matched by higher revenii¢s, shipping and travelling services may be seriously jeopardized.

I am happy to be with you today, because this meeting
participating in the celebration of the Centennial Year of the Greater Syracuse. One can-
your “City of Diversified Industry” without being profoundly 'conscious of

By F. A. DAWSON*

ds—Pattern for Prosperity

affords me the privilege of

ful - peace,

-Shippers’ ‘Advisory Boards "

During  the First World War,
we- did not have the same co-
operative effort between shipper
‘and carrier that was present dur-
ing “.the - Second - World. War.

- There 'was no  organization ‘to

handle the large problems created

| by - the “emergency. - "Many ‘of us

recall all too well how thousands
of freight cars were jammed up
at the Atlantic seaboard awaiting
unloading; jammed: up. because
they ' had " been ordered there
despite the lack of ships; and how
thousands of freight cars virtually.
became warehouses; because there
was not place to -unload . them
.. . all because there was no
coordination of effort; no unity of
purpose. The result of this cha-
otic' ‘condition  was government
control of the railroads.

But cut of this melting pot of
wartime transportation problems
there flowed, in 1923, a plan for
industrial and carrier cooveration
on a nationwide scale, This plan
called for the creation of Shippers
Advisory Boards throughout the
country.  Shippers and -railroads
alike welcomed the opportunity
thus afforded for joint considera-
tion of mutual problems,

This - closer teamwork offered
opportunity for a clearer under-
standing of our common problems
and resulted -in improved trans-
portation service. It is that same
cooperation so effective in time of
war which now, in time of a hope-
is ‘equally effective.
The problems which today con=
front you' of industry and us .of
the railroads are no less complex
than those 'of war; the need for
united effort is just as great as it
was in time of war. Because you
~f the Shippers Advisory Boards,
Traffic Clubs and the civic organ-
izations of Syracuse have been so
helpful in“the past, I -am 'asking
for your continued assistance in
the solution of the problems which
now coniront your railroads.

Scars of War

As they did over 25 years ago.
your railroads, today, are strug-
gling to recover from the deep
scars received in the transporta-
tion battle of the most devastating
war in history. Despite the phys-
ical wounds which they have suf-
fered, despite the lack. of adequate
financial = nourishment = to ' heal
these wounds. we of the railroads
still have faith that the funda-
mental soundness of their consti-
tution as vital arteries of our na-
tion’s economic system. both in
war and in peace, will enable
them to continue as: a mighty
power for economic stability and
national security. i

But the railroads require moré
than just faith® in ~themselves.
They require faith that those who
daily depend upon the mass trans-
portation service which the rail-
roads—and ‘only the' railroads—
can provide will see that'a publie
policy is developed which will
help to insure the continuance of
their financial health and strength,
That-the railroads have an abun-
dance of both kinds of faith was
never better demonstrated than
during the last war, Shippers and
receivers of freight, the Shipners
Advisory Boards and the Traffic
Clubs all worked in close harmony
with the military services, the ci-
vilian agencies of the government

and ‘the ‘carriers, -Sich joint'ef:

fortitin' a ‘common ¢éause! proved

: o ieRgye

once-again that in unity. there is
strength. ot . "G

As the backbone of our nation’s
transportation system, America’s
railroads constitute a .mighty in-
strument for-the strengthening of
this. unity. .In very truth, the
present and future welfare of the
American people is linked insepa~
rably with the welfare of our rail-
road -industry.’ . This pattern: of
interdependence presents a_fasci-
nating: picture.  Yet, its final de<
sign.can be only as attractive as
is our common skill in weaving
together: the ‘many  economie
threads required: to give strength
and durability to the very fabric:
of our economy.  Let us pause for
a moment and examine.just one
part of this great national fabric
—let us see just how closely the
threads of commerce, industry and
government are . actually inter-
woven,

Arca of New York Central

In th's area north of the Ohio
and 'Potomac Rivers and. east of
the Mississippi, served by the New
York ' Central, I firmly believe
that we have more to*offer than
any other section of the country.
Within this territory are concen=
trated 529% of ‘the United States”
buying power; 66% of the United
States’ skilled ' labor; 75% of
United - States’ bjtuminous ' coal
and " steel 'production; and the
great ports handle 85%  of the
United States’ Atlantic coast for<
eign trade, EATi

Thus, in this area we have vast
quantities of those important in-=
gredients—natural resources, pro-
duction, labor, markets—so esseri-
tial -to produce a strong' pattern
for progress and prosperity.” Im
this pattern the railroads stand out
in bold relief. Indeed, the number
of employes for which’the” rail=
roads ,are the 'direct -means’ of
livelihood would ‘make a’city 'six
times the size of Syracuse. Three
thousand of them located right
here in this Syracuse area look
to the New York Central for their
wages which annually total about
$9 million. Yes wages, which with
pensions and payroll taxes in 1947,
took over 57 cents of every rev-
enue dollar we earned.. And let
us not forget that a very large
part of that sum flows directly
into your local commerce and in-
dustry. Thus we have a mutual .
interest in our common welfare,
for the railroads likewise are de-
pendent : upon the patronage of
Syracuse for their own livelihood.

Railroads provide not only for
direct employment, ‘but, through
their purchases, they also provide
indirectly for the welfare of those
thousands of other employes in
industries closely related to the
railroads —materials and : supply
industries—in : fact, all the way
back to the farmer and the miner.
It is estimated that last year rail-
road purchases of equipment, ma-
terials, - fuels  and other: supplies
amounted to over $2%. billion.
That is a huge sum, even in these
days of astronomical figures! Its
significance, however, lies more
in the fact that although it repre-
sents ‘a’ substantial increase over
previous years, the railroads ac-
tually have no more material on
hand than they have had at times ~
in the past. Such is the price of
inflated values! In fact, unit prices
for materials . and’  supplies have
increased on the average of 74%
since 1939, . while freight  rates

2. (Continued on page 30)
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ds in 1947 and After

" By WILLIAM T, FARICY*

President, Association of American Railroads

Railroad spokesman, commenting on railroad :situation, notes progress in, providing more equipment for,

expanded traffic.in last year, but points out freight rates have lagged behind wage increases and mate-

rial costs. Maintains railroads show lower return on investment than other industries and ICC has been .

niggardly in granting increased rates. -Asserts railroads cannot afford third round of wage increases,

and if granted, everyce will lose including workers themselves. ‘In event of another war, wants rails -
: and not government to run own business. .

When .I reported for work on April 1 a year ago in Washington, I found that by far the

greatest problem with which

we were confronted was the freight car shortage, ..., Some .of

the member lines in different parts of the country were ready to fly at each other’s throats,

so to speak,
and inciden-
tally at mine,
because of
that  touchy
feeling - even
the :best. 'of
people can get
when -a short
supply of any-
thing has to-
be appor-
tioned or ra-
tioned.
" The causes
of the freight
car "shortage
can now be
seen as clearly
as an egg in a coal bin. In 1942,
the War Production Board, or its
predecessor agencies, got so com-
placent about the railroads’ per-
formance that they cut our indus-
{ry’s steel requirements for freight
cars at a time when -its require-
ments should have been expanded.
The war job of transportation was
magnificently done, as all the
~world knows, but it took its toll
of our freight car supply. Then
came the surge of traffic incident
to reconversion to peacetime pur-
suits, more traffic’ perhaps than
most people’ had - foreseen. ' For
example, the coastwise and inter-
" coastal steamship. business, which
had offered such stiff competition
before the ‘war, practically. disap-
peared .as an’ important ‘competi-
tive  factor -after. thewar..: The
maritime unions had :caught up
with. ‘the  coastwise 'and ' inter-
coastal steamship operators; with
the; result that the railroads were
asked to. handle . much.. of 'the
{reight that formerly had moved
by water, . Coincident with that
development, there caméa growth
in our  population. beyond what
had been predicted.  Students of
population- statistics had thought
that it would be many years be-
fore America would have as many
as 150,000,000 people. Such a spurt
has  taken - place in population
growth the last two or three years
that it now appears that by the
end of year after next we. are
very . likely. to. have 150,000,000
people in this country. This means
more people to be fed and clothed,
and housed. It means more schools
and. colleges, more  facilities of
every kina. It means more rail-
road. business.  The miracle -of
America’s conversion to wartime
production has been repeated in
its conversion to the pursuits of
peace. With it has come an amount
of traffic' that actually produced
“more loaded cars moved' in 1947
than in the-peak year. of the war,
and 45%  more ton-miles than
were.moved in the prewar peace-
time peak year of 1929.

- More’ Freight Moved With
i .Less Cars

. 'With a half a million fewer
freight cars than in 1929 and 50,-
000 fewer freight cars than in the
war, " the. railroads moved . last
year’s record peacetime {traffic,
That traffic included the largest
coal movement in history, and the
greatest - wheat' crop  that. our
country ever saw. True, there
were car shortages, particularly
at the peak, last October, but at
their. worst they were less than
one-fourth what we had had a

William. T. Faricy

" #*An address by Mr. Faricy be-
Jore .the Western: Railway Club,
Chicago, Ill., April 19, 1948,

-

. | Advisory Boards

quarter of a century ago, before!
the railroads ‘and the Shippers
organized . to
handle an increased -volume of
business. A number of new op-
erating records had to be set last
year, such as-a new. low in. turn-
around time of freight .cars, or
the job could not have been done,
Last year the industry junked
more freight cars than were built,
but beginning in October the turn
came, and now each month that
goes ' by  sees more freight cars
built than ‘are retired, so, at long
last, we:are gaining back some
of the lost ground. And, of course,
the new cars are larger and better
in every way than. those which
they replace, so the overall carry-
ing capacity of the American rail-
roads is now definitely improving.
This does not mean that the car
shortage is over. We:shall have
again this fall a substantial short-
age, and with the record produc-
tion of: steel, it is very likely that
there will be a continuing short-
age of gondola cars. But the rail-
roads = have ‘on order 126,000
freight cars, which is more than
can be built in a year; even if the
long hoped  for, but not yet at-
tained, goal of 10,000 new freight
cars per month is reached: .~

Freight‘ Rates Lag ,Behi;ld" Wages

Another “problem: - which :was
with us a ‘year ago, and, to some
extent, is’ still with  us, is the
devastating lag between increased
wages ' in ' the " railroad -industry
and compensating. increases :in
freight rates.’ In 1946, we had had
a lag: of.180 days, which cost: the
railroads dearly. Every effort was
made in the 1947 case to: reduce
that lag, and ' the Arbitration
Board, in’ the non-operating em-
ployees' case, recognized the force
of the carriers’ argument ang
made the award effective as of the
time they put it out, instead of
five months earlier, as had been
urged by the Brotherhoods. By
the time the Interstate Commerce
Commission saw fit to act ,on an
interim emergency  application,
and the rates could be made ef-
fective, 43 days had gone by,
which is still .too much of a lag.
However; a cut from 180 days in
1945 to 43 days in 1947 is a good
reduction percentagewise, as my
old Chief would say, and we ‘are
hopeful that ‘ultimately the Com-
mission will come around to the
view that it should act immedi-
ately when there is a substantial
wage increase, and. obviously no
other way to compensate the car-
riers for it than: to raise freight
rates horizontally. There is no legal
obstacle whatever under present
law to the Commission acting im-
mediately and ‘without hearing to
raise or lower rates in emergen-
cies, It is just a question of get-
ting . the Commission around’ to
see the necessity of acting more
expeditiously. The matter is un-
der scrutiny of the House Com-
mittee on Interstate and Foreign
Commerce, and public hearings
were held last week on the ques-
tion whether the Commission has
adequate 'power - under ' present
laws, and, if not, what changes in
the statute should be made. We
have confidence that this situa-
ticn. is. going to improve, either
through greater  appreciation: on

the part.of the; Commission ofi the
necessity of eliminating the lag, |

or' by more specif.c direction from
Congress, if ‘necessary.

'The 6% Return

.+Another . problem - which faced
us a year ago and is still ‘with us
ig'the need  of  the railroads ‘for
a 6% return.. If is mystifying why
the regulatory authorities are so
reluctant to see.the railroads get
a rate structure which will insure
them a 6% return, -Nobody gets
excited about the 'fact that the
utilities’ make, as they should, at
least that much, The American
Iron and Steel Institute is cur-
rently running an ad describing
the 9.4% return of the steel com-
panies on investment as danger-
ously low.’ Yet,'inthe railroad
industry, our 1946 rate of return
was only 2.75%; and.improved :i
little in 1947 to- 3.46%. While
there is some progress in this, it
is -altogether too. slow. A great
deal of work:has been done on
this. 6% campaign, and the rail-

road industry. proposes:to keep.

everlastingly at it until we re-
ceive the same fair treatment that

World Bank Wipes :Oulv‘ Ilieiieil—;- 0

- Reportls net income of $1,802,672 for full period of its. 6perations

up to present. )
The Interrational Bank. for Reconstruction and. Development

reported on' April 21 a net excess
178,792 for the.entire period of its

The deficit of $1,063,805 existing on June

of income over.expenses-of. $1,-

existence. . "
30, 1947, due to the

fact that expenses necessarily ex-¢
ceeded income during the early
stages of organization before in-
terest was received from lending
operations has now been elimi-
nated,. s st

. The Bank’s total income for the
nine months of the present fiscal
year amounted to $12,780,633. Af-
ter deducting expenses amounting
to $8,577,770, and special reserve
provision amounting to $1,960,266,
the net income was .$2,242,597.

The income for the quarter
ended March 31, 1948 was $5,-
305,755. Provision for special re-
serve was $889,592, and total ex=
penses, $2,613,491, leaving a net-
income of $1,802,672.

At March 31st, after deduction
for" existing  loan commitments,
the Bank had available U. S. dol-
lars and'short-term U. S Govern-

ment obligations amounting to ap-
proximately $470,000.

During this quarter, the Bank
approved loans to two Chilean
corporations in the amount of
$16,000,000 for the development
of hydro-electric power and agri-
culture. These loan agreements
will . become. effective after ap-
propriate ratification. and thc
guarantee of. the loans by the
Government of Chile, :

Including the $16,000,000 ap-
proved for Chile, the total loan
commitments at March 31, 1948
amounted to.$513,000,000, agains’. .
which; disbursements have been
made approximating $403,000,000.
Disbursement of the $250,000,000
loan to France has been com-
pleted. The Netherlands, Denmark
and Luxembourg may still with-
draw approximately $94,000,000
under their loans in United States
dollars or its equivalent in other
currencies. ‘

RAILROAD

the electric light and power com=
panies, the telephone companies,
and other. public utilities do.- We
are -entitled to it as a matter of
fairness; and- it is really ‘in. the
best interest sof the:country -to

 have a, situation ‘where -the rail-
 roads. can . finance . .with _equity

money, : which they- cannot ‘now
do; It may be a long’struggle to

- reach. this . goal, ; but we must
| never, give up the fight. In.that

fight, we: shall-need the.continu-

ing,  persistent help.of all of you
| who  are _genuinely  interested  in

the welfare of ‘the railroad indus-
try. .

~'Concern Over Labor Situation

A present cause of deep concern
in our industry is our labor situa-
tion. That always seems to be
with us, but the demands from
the  railroad unions are. being
pressed with ever-increasing fre-
quency. We used to think that if
we had a wage case every two
or three years, that was about all
we should be asked to: face.  Now
we have reached a point where
new cases start before the old
ones are disposed of. Third round
wage demands have been made
by some segments of our industry
at a time when we are struggling
with others over a possible strike
at the end of their second round
demands. When the 1946 strike
was settled, all of us felt that the
lesson - which everyone learned
from that' experience ought to
prevent a recurrence for years
to come. But here we are tonight
almost under the shadow of an-
other work stoppage. Conferences
are still going on, and we ‘are
hopeful that a settlement will yet
be reached. . But suppose it is?
‘Are we not simply putting off the
evil day? Already the non-oper-
ating unions, who comprise 78%
of all the railway employees, have
served demands for a tnird rounu
of wage increases and the 40-hour
week, with time and a half for
Saturdays, and . double time for
Sundays and ‘holidays. That the
operating unions, representing the
other 22% of railway employees,
will also come in with substantial
demands is a foregone conclusion.
The 40-hour week_demand, unless
one  understands ‘the history of
its non-application to the railroad
industry, has at first blush a cer-
tain amount of plausibilitv. - The
(Continued on page 47)

EARNINGS:
pricfisichbibubhetut i
gers, mail, express; etc,

rents; etc,

“THE BALTIMORE AMD OHIO

Summary éf Annual Report—1947

X 8
TO ALL SECURITY HOLDERS:
¥ L MR J 3, !
Industrial production in- 1947 was
volume: of ‘freight transported by the Company wa$ ‘greater- than for ahy
‘preceding . peacetime year. Total earnings’ were- $367,600,700," but expenses ° Hh
. reached . an: all-time -high. at. $358,341,319, ~leaving -net- earnings of .
- $9,259,381. Comparison -with 1946 follows: 5 B g

From - transportation ,qt.lulght. passen~

From other ,sourccs—hﬂterest, dividends,

COMPANY

maintained. at a ‘high level and the

) Comparison
1017‘ © with 1936

i

$360,204,095 T $55,310,279 ,

SRORIOSC L 012,607 °

2
T $56,222,886

ro'tél
EXPENSES:

Payrolls, ' material, - fuel, . services
taxes ¥

.- §367,800,700. .

.

and

'§321,255,262 X $52,381,502

Total ..

Interest, rents and miscellaneous, services-

31,086,057 D 867,058

+ 1 §61,524,434

' $358,341,319

$ 9,259,381 I $4,608,452

Net Earnings

The return on the Company’s net

the 6% considered a fair return.

also authorized.

traffic requirements. !

efforts - of - officers

erty devoted to tranéportation seryvice was only 3.04%, or about half of

Confronted by sharply higher wage and supply costs, and an inadequate
return on investment in -their - properties, -the railroads -petitioned the
Interstate Commerce Commission during 1947 for increases in rates and
fares, Two interim freight rate increases were granted, effective October
13, 1947 and January 5, 1948, It is estimaled these interim increases
will yield the Company 16% additional freight revenue annually based
on present. traffic volume. The Commission still-has before. it for final
decision the petitions for permanent relief, Passenger fares were increased
June 1, 1947 from 2.2 cents to 2.5 cents per mile in coaches, and.f{rom
3.3 cents' to 3.5 cents per mile in Pullman cars. Increases  in  express
rates and an interim increase in pay for handling railway . mail were

The acquisition of 30 powerful steam locomotives, seven Diesel passenger
locomotives, 1940 stecl box cars, 7365 ‘steel hopper cars, 100 express cars
and’ miscellanecus * passenger -and work . car units, .at & cost. of about
$42,000,000, coupled with substantial improvements in line, track, ter-
minals and structures at many. ‘points on the railroad, brought B & O's
transportation efficiency up to the highest point in its history. With the
delivery of 5636 additional steel' hopper cars,. 60 Diesel road freight
locomotives and 100 Diesel switchers, scheduled for 1948, it is believed
the-Company's freight handling equipment should be adequate to meef

The Management acknowledges, with appreciation, the loyalty and
and employees, and the cooperation of stockholders,

patrons and agencies of the Government t

investment of $956,423,861 in prop-

hroughout the year.

.' R. B Whiig, President

gitized for FRASER
p:/lfraser.stlouisfed.org/
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- New Concepls of Corporate Responsibility

. By CLAUDE ROBINSON* " :

(1758)

THE COMMERCIAL & FINANCIAL.CHRONICLE . . .

- The Future of Radio and Television

-::: By HARRY BANNISTER #~~ " -

..tubs, and

hostility. to capitalism, and says peop

ignorance of it dispelled.

President, Opinion Research Corporation

~  Contending survival of capitalistic system is likely to- depend on social insight of corporate h’ea.ds,"Mk. A
Robinson urges dedication of corporations to. public service and human side of business. ' Dcplorers»
le: should be: properly . informed ‘regarding capitalism ‘and' their: :

One of the curious facts of our times is that competitive capitalism as a social system 1s
under constant and heavy attack. It is an undeniable fact. that capitalism has rolled up a
record of inereasing abundance for. the common man without parallel in any other: social

system,

It is also an undeniable fact that
under - Western capitalism men
have enjoyed a high order of per-

“sonal liberty. There are no con-

centration camps in ‘America.
People do have freedom of move-
ment, the right of trial by jury
and. freedom to worship as. they
please. ‘They can and do. criticize
their public officials—even  the
President of the United States—
without fear of imprisonment for
diversionist tendencies.

Yet there are forces among us

., who say this system. is old-fash-

icned -and.antiquated-——must: be
brought under' the control of a
powerful central. government to
work for the common man.

Our ‘people’ individually and
ccllectively haye been productive,
with the result: that ‘most of us
have - radios, automobiles, bath~
wo pairs of pants and
real leathér shoes, yet there are
voices ‘among us who: preach the
doctrine of work less in order to
get more.

' Enterprise, managerial skill, and
willingness to save and' risk capi-

-.tal have compounded. our natural

wealth, but in recent years such
great  hostility has - grown: up
against this process that govern-
ment has ‘cracked down on’ the
risk takers. ;
Historically, a liberal was one
'who .fought for individual free-
dom, but through some strange
semantic . perversion: the people
‘who now claim the labels of lib-
eralism put their trust in price

. *An address by Mr. Robinson
before The Economic Club of New
}(&rg{, New: York City, April 21,

&

ceilings; -allocations, - priorities,
closed shops and government con-
trol.

It is possible that as a result of
attacks from without and from
within the’ whole system of com-
petitive capitalism will succumb,
and . a systermn of central control
by the state take 'its ‘place. ,In
which event many of us believe
that poverty and tyranny will sub-
stitute for the abundance and lib-~
erty’ we now enjoy. I personally
don’t think this will happen. be-
cause the American people are
too smart to'let it happen, Never-
theless-this struggle between com-
petitive capitalism and’ statism is
the intellectual backdrop against
which our lives today are-oriented)
and it“is in this direction that
I should like to seek “Some New
Concepts of Corporate Respon-
sibility.”

Social Functions of €orporate

Officers

Some - officers of ' corporations
believe: they have only economic
functions.  They cannot admit te
a broader social purpose, nor cast
their thinking in other than eco-
nomic terms. In the face of mod-
ern_ conditions’ this' may prove to
be a naive point of view.

Some . officers. of corporations
view - capitalism as God-given—
like the rain or the change of
seasons—a  part of the natural or-
der of things. They overlook the
basic but simple fact that with so-
cial phenomena “thinking makes
it so0.”

I should like to argue here that
survival of the capitalistic system:
in, America is likely to depend af

great deal on the sociological in-!

sight of corporate heads. .Specifi-
cally, I should like to advance the

view that corporations, for their | g

own and
should—

(a) Formulate the
which they, live, and

the .public’s welfare,

taith by

(b) ~Propagate - that  faith='to |

every public 'with whom ' they
come into' contact. X '

I have spent all the years of
my professional life studying pub-
lic opinion trends. More, perhaps,
than any  other . student:.in : the
field, I have sought the basic-reas
sons ' for . the .public’s criticisms

and doubts about the: capitalistic|-
system.  From these studies some| :

very practical conclusions emerge:

The. evidence indicates that:there {:

are two basic reasons.for: the pub-
lic’s criticism of: capitalism—for
its doubts and lack of ‘whole-
hearted enthusiasm  for the sys-
tem. ; SR
The first is the widespread bé-
lief that corporations are’ greedy
and self-seeking; that corporations
exploit people and grind the'face
of the poor; that corporations put
property rights. above  human
rights; that dollars count more
than humanity; that managers fail
to understand people; and that as
corporations grow bigger they lose
the human touch. ;
Or putting it another way—
the "public is not sure that cor-
porations ‘are dedicated to public
service. There is widespread doubf!
that corporations are on’the sid
of the people. :
Testimony 0n. this' point comes
out in various ways. For exam-
ple, qur Publie Opinion Index foy
Industry asked people to rate cor-

(Continued on page. 51)
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This announcement is neither an offer 1o sell, nos a solicitation of offers 1o buy, any of these securities,
; " Theoffering is made only by the Prospecius,

GEORGIA-PACIFIC
PLYWOOD & LUMBER Co.

69,500 Shates

$1.00 .Convertible Cumulative Preferred Stock

(without Par Value; stated value' $20)

Price $’23.0(_) pet Share

Plus: accrued dividends

10,425 Shates

Common Stock
($1 Par Value)

Price $23.00: per S-haré

Copzex_ o_/‘the;ar_cspectuav may be’ obtained’ from the . undersigned only in States
“lin which such ‘3)“ the undersigned are legally authorized to act as dealers
in securities and: in. which such Prospectus may legally be distributed.

Reynolds & Co.

gitized for FRASER
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Al morrow- and next week should be
.|f|.:shaped: according to our ultimate |’
‘1 destiny. Countless other decisions

N . Geﬁenﬂt

.- dominance over the other.

Manager; Radio. Station’ WWJ,  Detroit, Michigan =
*Stressing uncertainties of .radio and television, Mr. Bannister says:
|, there is confusion in eutlook because: (1) radio and television are:
.+ in eternal competition; and (2) the likelihood that one may achieve:
Looks for television- station -in every,
community over 100,000 and concludes television; because it marks,
milestone on road.to a full life, cannot be denied its proper: place.
The business future.of radio and television is good, but hazy and
confusing. I see no-evidence of clarification for some’ time to come.
Any evaluation I offer: is necessarily based on my own business.

Please pardon me, therefore, while I dwell on theé facts of my own'
experience, »— ;

AtWWJ, we
have, over the
years;. devel-
oped a radio
enterprise
which is- gen-
erally re-
garded as
being highly
successful. We
have operated
“in. the public
interest, - con-
venience and
necessity”
both in letter
and in:spirit;

¢ - we have at-
‘tracted and held. maximum audi-
ences; we have won and retained
the confidence and. affection of
our community; and: our financial
statement has been satisfactory to
the owners. - HEA
:In radio, we; have been fairly
.sure_of our ground and of the
‘ground we planned to enter upon,
We had tackled and solved enough
problems: so: that. the . future held
no important uncertainty, and we
had the assuredness, based on long
experience,; that there was nothing
left to encounter which we hadn’t
met before.
Then about 2% years ago, we

'Harry Bannister

mediately, we found ourselves de-
prived of-the sure footing we once
had. We found ourselves without
a backlog of successful solutions
and expedients. Instead, we were
on a sea of uncertainty:

Guesswork and Risk
Daily, for almost two: years,
we’ve been driven into decisions
based not on sure. knowledge: but

because although we’ve tried to
pick the brains of everyone e]se
in the same boat, the-net result
added little or nothing to our fund
of sure knowledge.  Basically, we
have sought the answers to three

| questions, or rather to one overall
question divided: into three: parts. |
‘| (1) Would we indefinitely operate

‘simultaneously a radio station and

]l | a television station: with both ap-
‘|'pealing to the' same audience, in
‘| eternal . competition:  with ' each
| other, as,.well as with: all: other
| stations . in  each:  category?
‘| Would we' simultaneously operate:
‘| both: stations, only until the time
| when' one or the other developed
-\ marked characteristics of domi-|
'l nance, and -then concentrate on
+|f'| the dominant  one, . while . still

‘| maintaining the lesser? (3) Would
I| we- operate-both. stations through
{f | '@ transitional. period . until' tele~
| vision totally displaced radio, and
' |-then cease to be: broadcasters and
|| become: televisors instead?

(2)

The answer: is vital; not only

‘ || for-the future but right now, be-

eause:. our’ business today, to-

wait on this determination. But,

'| so: far, nothing. has appeared to
'| show conclusively which way we
‘| will go,

I have a sneaking hunch that

i|.within a decade, or: less, the pie-

ture will look something like this,
All major network stations will:
televise their complete schedules,

7‘ from sign-on to sign-off. There

*An. address at the Fourth An-

| nual- Radio- and Business Confer-
'|'ence.sponsored by. College, of:the
| City of New York, New - York

City, April 14, 1948.

decided to ‘go into television: Im- |

rather on .guesswork and risk.|
And there was no one to help us, |

will be other smaller stations in .
the .same markets which will
broadcast, without television. ;
There will be at least one tele-
vision station in every community -
of 100,000 people and some . in
smaller marketing areas, down
maybe: to 60,000 or 70,000. Out~
side of’such communities, therée

tions, broadecasting without tele~
vision. And there’ll be a handful
of . high-powered = AM
broadcasting without' TV 'to pro-
vide rural coverage for.zones out+
side the'range of other existing . :
stations.”” . - i o A 2
That's my hunch—but it's only -
a hunch: I’'m not too sure. Because
I am unsure, we're running. our
business in such ‘manner.as to
retain a- maximum -of flexibility,

‘tion: Our' TV and our radio opera-
tion ‘dovetail ..in"'the " upper
brackets with- no duplication of
personnel - at' managerial ' levelg: .

‘an-overall ‘basis: In that way, we:
can continue to run both’stations:
indefinitely, or we can expand’
-one while: we contract the other
or if necessary, we can wind one”
‘up altogether and close our ranks:
‘on the ultimate survivor, A
All of this is probably an over=’
( simplification. There  are many
complications. For example; no
'matter ‘which way  the future
'shapes up, it is'an undoubted: fact
‘that for the next year, maybe for
somewhat longer, radio must foot
the bill for TV. Right now. all the’
profits from our radio station are:
eadly. insufficient'to take up our
TV deficits.

Television vs. Radie {
Therefore, we must ‘strive in
all ‘ways to maintain our status
in radio even while ‘we strain
‘mightly to build  up- TV; ‘and
meanwhile we ' must recognize that
/in building up TV, we're creating’
‘a Frankenstein which may ulti-
/mately ‘destroy-its maker. i
We sell our TV to old friends
of WWJ, knowing that in so doing
iwe're - making ‘it more ‘difficult .
for them' to' maintain their radio
‘sponsorships. But neither they nor
‘ourselves dare to do otherwise,
'They are just as'uncertain as we
are; but neither one "of us can
‘afford to ignoreéither medium; at
ithis stage. ' g
We’ve seen enough of television
‘to know that it’s terrific. It holds
attention — it captures the imag-
‘ination—it delivers a message—
‘as ‘nothing ' else ‘does. Television
.marks a milestone on the road to’
Jliving a full life and it cannot be
‘denied its proper place. iy
"We know this to be true, and'
most radio sponsors have already
.verified this, or. will' do so in in="
.creasimrg numbers: within the near
‘future. - YAy
. But in those areas Where. tele~
vision will be available, covering,
verhaps: 60% of our  population,
there are today ‘some 40,000,000
radio sets. The mere factor of re-
placement. will insure the. con-
tfinuance of present day radio’ for
many. years, even while TV isg
growing and spreading. How we
will . manage to- steer a course’
through such a tortuous maze, T
am not prepared to state. My fer=
vent hope is that economic con-
ditions remain sufficiently sound
‘to carry us out of this welter of
uncertainty and -into the smooth

waters that, I am sure, must lie
beyond. : .

will be a multiplicity of FM sta- .

stations

in ‘case we have to change diree~" .

‘and: with' all policy being set on’ "=
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onsibility in

‘Street Depression

By WHITMAN C, HAFF
With Ward & Co.

Writer contends it is time to be-
come  optimistic over future of
securit'es market .and. points out
tremendous = buying power is
‘bound to be reflected, sooner or -
later, in better securities business

For.the past twoyears, or so,
Wall Street has had'the longest
depression that this writer can re-
call in his many vears of experi-
ence in the securities business:

Good: reports ‘of ‘earnings and
announcements of extra, special
and increased dividends have been
almost ‘entirely ignored by the
.market or have  been foilowed
by lower - prices - for : securities.
Brokers _have had . to sit idly
by - and’ hear -their own cus-
tomers: tell fem how good- busi-
ness was outside of Wall Streat;
how their companies were having
the largest business in their his-
tory. As one broker recently told
the writer “{It’s -enough to send;
cold shivers/ up and down one’s
spine. ' Business, business every-
where and Wall Street as dead as
Trinity Churchyard!”

This - writer believes  that  if
there was ever a. time to become

< optimistic over the future of'the
“securities market that time is
right now. ‘Here are a few of his
reasons: . First — With.: railroads,
industry. and public utilities en-
joying  the  highest earnings in
their history their securities, until
. recently, have: been. consistently
. going ‘down. Many: of the secur-
ities:are at present selling'at from
~only two’ to {ive times earnifigs:
~Never: has this writer seen a:time
when earnings were at their peak

‘and- stocks selling: co low. "It is|

-very - ‘possible, /in' this ; writer’s
opinion, ‘that  never again will
there be such.an’ opportunity for
the “investor " as ‘now ‘'exists.
The market, especially’ during the
past six weeks, has already begun
“to' ‘show ' possibilities ‘of a great

‘.change for ‘the better in face of
strikes, the foreign situation and
political ‘conditions.

This government is about to
launch an immense preparedness
program calling for billions of
dollars ‘to’ be spent for planes
guns, .clothing, food and-many
other things too numerous to men-
tion. On top of all thisis the 16
billion or so'of dollars to be spent
to provide the necessities of life
io the peoples of Europe under
the Marshall Plan. °

One fact that is given but little’
consideration, and yet is of vital
importance, is that during the last

“war we had only one big prob-
lem before us and that was to win
the war and save ourselves from
disaster. - Today, however, = we
have two big problems, immense
problems, one tp' prepare our-
selves in case of another war and
‘the other to'save practically the
‘entire world from starvation and
disaster.

Is not: all this tremendous fu-
~{ure buying power bound to be
-reflected, sooner or later, in the

securities  market? Also almost
every. line of business? It also

cannot be overlooked that almost |

all *of this money 1is to’ be spent
within ‘our own ‘country and for
_mer¢handise manufactured within
‘our own country,

The old adage “The early bird
“catches the worm” can.very well
refer ‘to the investor who takes
advantage-of the presg‘nt oppor-
" tunities in the securities market.

With Ferd A. Meyer

(Special to THE FINANCIAL CHRONICLE)

INDIANAPOLIS, IND.~Arnold

Marks is with Ferd A. Meyer, 8

 Consolidated Gas Dehs.

Dilion, Read & Co. Inc. heads
a group  of investment banking
{irms 'which 'is publicly -offering
teday ‘a new issue of. $30,000,000
Consolidated " Natural
23, % debentures, due 1968.. The

securities, which were awarded to |,

the group at compe.itive b'dding
April 20 .are priced at 100% %.
Proceeds from’ the sale ‘of the
debentures, estimated at’'$29,899,~
970 'will be added to tae general
{unds of the company. aid, to-
gether with other funds, ‘will be
used by the company from ‘time

to time ‘to purchase additional|

stock of .its wholly-owned ~oper-
ating subsidiaries. Proceeds taus
realized by the subsidiaries will
be applied toward construction of
new facilities and other purposes.

The company, which' is solely'a
rolding company; was organized

in 1942 to acquire ‘the stocks of |
five operating natural gas.com-

panies from = Staadard @ Oil ! Co!
(New Jersey)' in compliance with
the Public ‘Utility Holding: Com-
pany Act of 1935. The five 'sub-
sidiaries, ' constituting an inter-
connected . sys'eni, are the Hope
Natural Gas Co.; The East Ohio
Gas Co., The Peoples Natural Gas
Co,, The River Gas Co. and New
York State Natural Gas Corp.
Consolidated operating revenues
for 1947 “totaled :$94,170,000 - and
ret income was $14,818,000. Other:
than the debentures beiag offered;
the company’s sole capitalization
consists 0f 3,274,031 shares qf cap-
ital stock, par value $15 per share.
Except - for  purchase ‘obligations,
the . subsidiaries have no: long-
term" indebtedness. H

'+ '$2,200,000 2
3,840,000 2%

Dated June 1

Gas'.' Co;|.

-

‘quate “oil supply ‘and preventing

organization
such as - this.
~ And - so - for
afew  "mo-
ments I would
like to talk to
you: about

sibility .in
business

In “approach-
ing the theme,
I'am - well
aware  that it
is" ronly  one
aspect of the
much broader
; : subject. of
public responsibility in general.

Eugene Holman'

an :individual ' or ' organization
moves, his responsibility to . the
common  welfare ' has probably
never been so vital as it is at this
moment,

‘Over luncheon ' tables, in pub-
lic meetings, in taxicabs and on

*An - address by Mr, - Holman
before the Economic Club of New
York, New York City, April 21,
1948,
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Public Resp

say that'will be worthy of the occasion.

. "By EUGENE HOLMAN* .

employment ‘as business objective..

Business

" President, Standard Oil Company (New Jersey)

‘Leading industrial -executive points out Democratic Capitalism, despite attacks, is enjoying good ap-
_petite and great ambition, and does not propose to rest but to seek new goals and achievements. Says
pressing need is to establish improved” communication between business and people to lead to better
- understand'ng, and calls for greater business skill in promoting public relations. ~Cites problem of ade-
runaway prices- as instance of responsibility of industry. Seeks stable

A speaker—{facing so distinguished an audience as this—must wonder what he can
It seems to 'me, however, that among the many

topics claiming our attention today there'is one of particular significance to the member-
’ ship of an® cone

‘where the. men'.and -womnen  of

public respon- |

For ‘whatever the area in which |

-street’ corners—in’ all the places |

America compare notes—we hear
today ‘much discussion of democ-
racy, freedom of enterprise and
human liberty. :

In ordinary times ' these ' are
things ‘which Americans take for
granied. We accept them as nor-
mal—as things which come to.us
as ‘by some law of nature. .But
lately - we  have "'seen’ people in
other ' countries. being robbed of
their: freedom ‘and whole popula-
tions ' suddenly  disappearing be-
hind “‘an: ‘iron. ‘curtain. - Such
events have shocked all thought-|
ful Americans intoa realization
that liberty and’ freedom are not
rights ‘guaranteed .to us forever.
They are treasures we can lose—
unless. we accept the obligations
that go with them. - foo

Clearly, there is a price tag on
human liberty. That price is the

willingness to assume. the respon- |,

sibilities of being free men.
Payment_of this price isa’ per-
sonal matter with each of us.. 'It
is not something that we can get
others to pay for us. To let others
carry. the responsibilities :of free-

dom 2nd the work and worry that

¥

: Interest exempt frém all present Federal Income Taxes =

" $6,860,000 .
~ City of Houston, Texas

820,000 3%

accompany them—while we share
only in,the benefits—may be a
very human' impulse, but it is
likely to be fatal.

The history of our country is
the paramount demonstration of
what can be achieved when the
energies of men are released by
means of freedom of opportuniiy.
You are all familiar with'the sta-
tistics of this achievement. . We
have more telephdnes,: automo-
biles and a great host of other
things than any other people in
the world—more of the comforts
and conveniences that mean
health and  prosperity and high
standards of living. Furthermore,
our wealth is not held narrowly
by any one class. ; It .is spread
more widely than in any other
society of the past or present,

Our System the Most Productive

Everything that has happened
during * the past--few years and

| continues to happen today con-

firms the fact that our system: is
more vigorotus and productive

than any other in'the wcrld.
.. I'cite not: only the unbelievable
v 2 . (Continued on page 43) _'

14% bonds due $110,000 annually June 1, 1949 to 1968
% bonds due '$192,000 annually June 1, 1949 to 1968
bonds due ' $82,000 annually June 1, 1949 to 1958

, 1948, Principal and semi-annual interest (June 1 and December '1) pa_vgb]e at the Ch
National Bank of New York City. Coupon bonds of $1,000 denomination.

These honds, to be issued for: various improvement: purposes, will: constitute,
in the opinion of counsel, valid and legally binding obligations ‘of the City- - -~
of - Houston, payable both principal and interest from ad valorem- taxes,
Jevied upon all the taxable property therein, within the limits prescribed by law.

Yie

1'.'10‘70
1.30
1.50
~1.75
2.00

These bonds ‘are-offered when, ’
by Messrs. Reed, Hoyt & Washburn, New York Cily,

i
Eastman, Dillon

R.S. Dickson & Company

“Incorporated

Detmer &Co. -
Thomas & Company

-~ Chace, Whiteside, Warren & Sears

MATURITIES

AND YIELDS

ld Due

1954
1955
1956
1957
1958

vield
2.15%
2.30
2.40
2,50
2.55

Due
1959 -
1960
1961
1962
1963:

Phelps, Fenn & Co.

&Co.

Gordon Graves & Co., Inc.

Rauscher, Pierce & Co. Inc.
- C.S. Ashmun & Company

incorporated

Mackey, Dunn & Co.

Incorporated

Paine, Webber, Jackson & Curtis
G.H. Walker & Co.

Laidlaw & Co.
Whiting, Weeks & Stubbs

Barrow, Leary.& Co.

Dye
1964
1965
1966
1967
1968

as and if issued and received by us and subject to the approval of legality
and the Attorney General of the State of Texas.

vild
2.70%
2,75
2.75
2.80
2.80

Bacon, Sfevenson & Co.
Dominick & Deminick

Ira Haupt & Co.

Van Lahr, Doll & Isphording, Inc..
The National City Bank

of Cleveland

Dallas Rupe & Son -

‘ 'East Market Street, - - :

gitized for FRASER <
p:/[fraser.stlouisfed.org/
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United States Should Withdraw
From International Monetary Fund!

Member, House Committee on Banking and Currency’

Congressman Smith, ‘pointing to devaluating of French currency . despite  opposition ‘of - International
Monetary Fund, contends Fund is without authority and its rules are hedged about with ambiguities.
Keynes to prove escape clauses in Fund’s -charter permit devaluation of currencies
at will, and accuses Keynes of scheming printing-press money as bringing death to private property.
Holds to oppose free use of gold is communistic concepl, -and . concludes
- ~~ must bear responsibility for evils IMF may bring to people and to world. . = ;
h' political authority. in adjusting. the red or
more. nearly.to its true, free-and generally
providing for an apparently partially free gold market, in spite of objec-

Quotes late Lord

“'The action. recently taken by the Frenc
authoritarian value of the franc to conform’

. -accepted value,
tion from the
Fund officials,
should clearly
expose the ut«
tér. fallacious-
‘ness - of - thig"
scheme; ‘More
important,
that ‘action
ought to dem-
onstrate -the -
danger to in~
.ternationalre=~
tations inher
ent in the In-
ternational
Monetary
fund. Par=
ticularly
should it he a warning to the
United States that grave troubleis
‘n store for it unless it. withdraws
rom this international scheme,
France’s action should come as
.10 .surprise for nothing but the
xpected and inevitable has hap-
vened. It is purely accidental that
*he. French political authority
* hould be the one to initiate re-
»udiation . or wrecking < of - the
Tund. It could ‘have been any
one of the other political authori-

Frederick C. Smith

By HON. FREDERICK C. SMITH*

U. 8. Congressman from Ohio

political ‘authority : of ' nation

4994, May 22, 1945, Congressional
Record), in a speech. before the
House of Lords, May 23, 1944,
made this crystal clear. - He said:

My noble friend, Lord Addi~
¢on, asks who fixes the value of

| does,  the sterling: value of gold;

it is we, ourselves, who. fix it in-
jtially - in. consultation with -the’
Fund; and.this value.is subject to
change at any time on.our initia-
tive, changes in excess of 10% re-

gold. If he mearns, as I assume he

" Why I Favor UMT

By ROBERT. P.
Formerly Secretary of War

strength is only language dictators understand,
Mr. Patterson contends strong miliiary force cannot be obtained
 without universal military training. Says we cannot rely on United.
Nations to have peace, and weakness, appeasement and isolation
simply invites aggression. Maintains more trained men are essen-
tial as weapons become more destructive, and selective service is '
S * no substitute for UMT.

I should like to outline why I am in favor of universal nﬁilitary

“Asserting military

training. ;

ies belonging to it, not excepting

.hat of the United States itself;
It is vital to the preservation of
what is left of normal interna-
tional relations that we get our
thinking straight on  this whole
matter right now.
. The French political authority
(erroneously called government)
has not violated any rules of the
International Monetary Fund, for
there are no rules. Certainly none
that are founded 'on reality, or
that are not so completely. hedged
. about by extenuating phraseology.

as to nullify their .meaning/]

Every - signatory: to the Fund
agreement knew' when it signed
that it would- violate: any, provi-
sion" whenever it suited ‘its pur-
pose to do so. : :
Every forthright 'person  fa~
miliar with the . evolution' of this
clandestinely : jerry-built interna-
tional’ monetary - contrivance
ktiows this to be a fact, ‘i
- Consider . the ‘changes made 'in
tire ‘red . or official value .of the
- franc: from 119 francs-equal $1.00
. }o~ 214 ‘equal. $1.00; and from 119
fianes equal. $1.00 to' 305" (or
~ whatever number of francs ‘will
‘g«Xchange ina free market :for
$1.00) equal $1.00." Section 5(f)
of Article IV, of:the Fund, pro-
vides that a “member” may alter
the red value of its currency to
any . extent it deems necessary if
its* “domestic, social or political
policies”" warrant, provided only
that the Fund “is so. satisfied.”

Escape Clause Written by
Lord Keynes
That language was specifically
intended as an escape clause. T.ord
Keynes, who wrote every sub-
stantive provision of this interna-
" tional monetary scheme (see page

*Congressional Record remarks
of Congressman Smith on April
1%, 1948 on occasion of introduc-
tion of a Bill to provide for the
withdrawal of the United States
f‘ron:l the International Monetary

nda.

gitized for FRASER
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the only lan-
guage that
dictators . un-
.derstand. - We
will ‘not have:
that strength
unless we
h ave trained
men.

May I illus-
trate the need
for trained
men by recall-
ing an. inci-
dentinthe
early - history .
of the United
States? :* .

The year
'was 1776, The, Declaration of In-
dependence ‘had just been signed;
but Washington’s: ‘army’ had just
lost New York and was in. flight
after disastrous defeats.: The Dec-

Robert P, Patterson -

serap of paper. if that army went
to pieces. - - : ‘
.- Washington sent letter after let-
ter to Congress; pointing out the
need for. trained . men. He ex-
‘plained that he had to rely almost
entirely on untrained.-men—men
who would join.up for two or three:
months—and that those untrained
men could not’ be counted on to
stand up  in - battle: against the
trained = British ‘army.. Everyone
‘who has served in war knows that
Washington was right, that he was
not' overstating : . the  need . of
trained men. - -
" But in Congress there ‘were men
who had no knowledge ‘about
what it takes to win a war, They
supposed that an untained man
was as. dependable as a trained
man. They -were well-meaning
patriots, too, but utterly without
experience in military  matters.
They rejected Washington’s ad-
vice.” So Washington, lacking a
trained force, had to take defeat
after. defeat in the field. He had
to fight a long, exhausting war, a
war that would surely have been
lost but for the help ‘this young
nation received from the French.
The war dragged on for seven

*A talk by Mr. Patterdon at
the Forum Dinner of the Asso-
ciate Members, New School for
Social Research, New York City,

April 19, 1948,

&

In these dangerous days readiness on the

(Continued’ on page 26)

PATTERSON *

part of this country
Military strength is

to repel aggression will avert World War III.

-| numbers would have furnished.

laration . would be: nothing but al:

years, when it should have been
won in three years.

« ‘That was-the price:this country
paid for ack of trained men. It
has been that way all through
our history, Again and'again we
have been forced to fight wars
that were not necessary, wars that
never would have occurred if we
had had, prior to war, the military
strength that trained men in large

The Case for UMT

The case for universal military |
training rests on two principles.
First, a strong national. defense
will insure the peace-and. safety
of this country and' of the: other
countries”that" still” remain  free.
Second, we will not have a'strong:
national-defense: unléss. we :adopt.
universal- military. training.. .~
First, .then,: as. to: the ‘necessity.,
of a strong defense if, we are to|

presg¢rve- peace- in' these- troubled |- -

times. - A

As long as there are powerful
dictators --ambitious, to - expand
their:power by use of ‘the police
state by suppression of free speech
and by means of terror, the rights
of the weak will get-short .shrift;
Dictators in "Moescow. ‘can'-be as
dangerous and as eriminal as dic-
tators in’ Berlin;: - 3o ;

If we remain:. weak, we run
grave.risk of being plunged.into
war. : : ;
We see war being waged against
Greece.. That: war would have.
petered - out: .long - ago . if . .the
dictators. of .Yugoslavia, . Albania
and Bulgaria had not ‘been sup-
plying the guerrillas with
weapons, ammunition, food ‘and
clothing. as they went back and
forth . across  the ‘border. Does
anyone -suppose 'those ‘countries
would  have . dared to gang up
against Greece, if Greece was a
strong, powerful country?

That war 'against Greece is
plain proof of the kind of a ' world
we: ‘are-living. in. It is a world
where the rights of the weak to a
peaceful existence, to be let alone,
are not treated with the slightest
respect.

There are people who think we
can have peace if onlv we yearn
for it hard enough. We yearned

1930s, but we landed in war. The
trouble was. that Hitler and the
Japanese ‘war - lords were , not
'yearning for peace, '

Cannot Rely on United Nations

Other people say that we will
have peace if we simply concen-
trate on supporting the -United
Nations. They say that, in spite
of the monkey-wrench that Mos-
cow- throws into. the United Na-
tions machinery every time a step

' {] to- promote world peace is.pro-
i|.posed. I favor continued support

of United Nations, in the hope. of

/| better days ahead; but :the best

service we can render to United
Nations right now  is to
military strength with which ‘to
back up the peaceful and. non-
aggressive purposes of the. great
majority of the United Nations.

There are those, too, who say,
“Wait and see. Wait and see! The
aggressions of Moscow are a dan-
ger to world ‘peace, but perhaps
Moscow will “ stop.” They forget
that dictators do not stop, except
as the firm presence of military
strength persuades them to stop.

If I may repeat, a.strong, na-
-tional defense will avert.the risk
‘of war. ‘"Weakness, appeasement,
isolationism '— those :conditions
simply invite aggression; and in
the train of aggression comes war.
- Second, we  will. not have a
strong national  defense until we
adopt universal military training.

For national defense we: need
air .power,: an alert. intelligence
service, improved weapons. Those
elements are important, But they
are not enough,nif we do not have
at the same time a large reserve
of trained men; and that reserve
of trained men will not exist
without (universal military train-
ing. “Every man who has seen
combat knows that to be the sim-
ple truth. :

The House of Representatives
last week Vvoted to spend more
money for military planes. If that
measure becomes law, - it will
strengthen the national defense. I
hope that it does become law. But
passage of it will by no means
solve the whole problem. The
planes will not fly themselves;
they will not service themselves;
they will not protect themselves;
in case of war. And they will not
win a war by themselves. The fact
is that strength is needed in air,
on land and on sea. We ‘will not
have the requisite strength in any
unless. we :have trained reserves.
To say that we need. a strong air
force ‘but do not need trained re-
serves-islike saying that .the city
needs a fire department but'not a
police department. We need both.

8

! Destructive Weapons-Require
More Trained Men £
‘There still are people who raise
the old cry that trained men are
not-necessary, just as people did
in Washington’s day. They would
not care-to be treated by an un-
Arained : doctor. They would mot
want ‘an- untrained ‘carpenter to
build them a house. But in some
strange way: and in the face of
all: experience they ' think un-
trained ‘men” can.defend them as
well as trained men. i
The training that would be pro-
vided by universal-military train-
ing ‘would be a lasting asset. It

or 'two. If ‘attack ' should  come,
there would be no time to begin
then with training. S g

Others would- have us believe
that the era of push-botton war-
fare has come; that soldiers: are
no longer needed; that a handful
of scientists sitting in a dug-out
in Texas can pull some switches
and send weapons against targets
10,000 miles away. That possibility
does not exist, except in their
imaginations. The scientists most
familiar with what weapons can
do tell us that the age of push-
button warfare, if it ever comes,
is in the far-off future. It is sig-
nificant that those scientists 'also

and . yearned for peace- in - the

estify that - universal ,, military

rovide |

.at: the : present ‘time. Those

‘safety ‘and for the success of
' | United ‘Nations.”

would not be: outmoded in-a year

training is needed for the national
defense. 7 Nt e
The fact is that as weapons be=~
come more destructive, more
trained men are-requiréd to trans-
port them and to operate them,
as well ' as to take defensive
measures against use of such
weapons by the enemy against
us. ] ]
" We used to hear opponents say .
that < military - training - would
“militarize” the nation; “that ' it
would - substitute " the “closed -
mind” for the “open mind” with
out ‘young- men. Opponents. have. .
dropped that  line. They - were
obliged to, in view of the fact that -

the millions of young men ‘who -

returned . to - civilian life -after
years of service in World War II
showed ' no trace- of “militariza-
tion,” no symptom of the “closed
mind.” - e A T Y

There should be no" confusion -
between the proposed resumption

of Selective Service and ‘universal =

military training. Selective Serv- : -

ice is needed to fill the standing
Army, Navy and Air Force. to
their authorized strength; because
volunteering has not been  ade-

quate: It is to bring the'standing

forces' up*to strength.. Universal
military training does not add a
single man to ‘the armed forces
in
training remain civilians and ‘will .
constitute = the “reserves, to ' be
called up in emergency. ;

No discussion of universal mili-

tary training would. be adequate

without reference to the report
of the board headed by Karl
Compton. The board was made up
of nine citizens of ' distinguished
service, three of them eminent in
education.: Their report, rendered
a year ago, is. one of the ablest
and most convincing papers of our
times. In the opinion of the Comp-
ton board, a strong national de-
fense is necessary to the safety of
this country and to the success of
United Nations, It is also the opin-
ion of the board that one of the
necessary elements of a strong na-
tional defense is universal mili-
tary training. The board discusses
other important elements also, air
power and research and develop-
ment. among  them. The final
sentence of the report sums the
case up. 5

- “We recommend the adoption of
universal training because we are
convinced that weakness on our
part not only involves 6tir -coun=

in grave risks  but also .

weakens the United Nations, on
which 'rest our hopes for lasting °
peace,: ‘A" 'weak ‘and irresolute
America-is an invitation: to fail-
ure. A strong and resclute Amer-
ica is the best guarantee for -(:;g

The. polls of public opinion over
the last: five years :show that a
heavy and increasing majority of
the American people are in favor
of universal 'military training. The
poll ‘a’week ago showed a major-
ity of 5 to 1. It is significant that
the ‘majority is heaviest in the’
age group from 21 to 29, the group

that ‘would carry.the main burden :

in the ‘event of war. As happens

‘I'so often, the people are ahead .of

Congress ‘on. the' issue. Further
delay on the part of Congress will
increase the risk of war.: The risk
is one that resolute, prompt action
can avert, ;

Donald B. Hilliker V.-P.
Of S. C. Parker & Co.

BUFFALO, N. Y.—Donald B.
Hilliker has been elected a Vice-
President of S. C. Parker & Co.,
Inc., Ellicott Square Building. Mr.
Hilliker, who has been in the in-
vestment business in Buffalo for
18 years, was recenily co-manager
of the Buffalo office of R. H.
Johnson & Co. !

With M. N. Hogan & Co.

(Special to THE FINANCIAL CHRONICIE)

MEDFORD, ORE. — David M.
Hogan is with M. N. Hogan &
Co., 38 South Central Avenue.
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Advantages of Tax Exempt Bonds|

Overlooked by Smaller In.veslor’s

By BERTRAM M. GOLDSMITH

Partner, Ira Haupt & Co.

Even und:r new tax laws, municipal bonds have a d'stinct impor-

tance to investors with a taxable income of $16,000 or more, since -

such investors receive an.income from a 23,4% bond equivalent,

to tha retsined income from an investment yielding 5% that is tax-
"* able. Such a bond yields an equivalent of 8349 to an investor in

the $60,000 bracket..:

Safely value siressed.

‘ The ap_proach to any individuél’s investment program. is, of
course, a highly personalized one; but it should always be remem-
bered that investment income is an addition to all .other sources of

revenue, :and coming on top of
bracket into

other income is taxed at the top

which the to-
income
If your
axable - in-
come after all .
deductions
and. ‘exemp-
tions, ‘and
after - division
of income be-
tween hus-
band  and
wife,  exceeds
$16,000, then
the " fax . ex- < ™
empt - ~bond < :
will aftord B, M. Goldsmith
“you a consid- Bt Tl
erably greater retainable income
than comparable taxable secur-
‘ities.
The Need for Tax Exemption
Under  present  tax . laws, the
government takes away a good
portion - of any periodic income
from bonds, savings accounts and
other such investments. Half ‘an
income between $20,000 ard $26,-
000 ' (after “deductions) is-'taxed
away, -cutting -down  ‘percentage
vield from high grade investments
10 as low as 1% and less. On in-
‘comes over $38,000 investment re-
turns are cut 60% to 80%—cer-
1ainly no encouragement to thrift.
There is a way, however, in
which the lion’s share of:income
from investments can be retained.
It's done through tax-exempt se-
curitizs, often a mystery to the
average investor.

The “Mystery” of Tax-Exemption

Most investors are quite famil-
jar with the securities of such cor-
porations as  General Motors,
"Standard Oil or U. S. Steel. They
have ' earned : general confidence
and respect. :

On the other hand, they know
little of the reputation of bonds
of the cities of Philadelphia, Bos-
ton, or Englewood, New Jersey.

As a rule only. the professional
buyers . (banks, “insurance com-
panies,  larger estates) have in-
formed themselves about such sz~
curities. ‘Out of $16,400 million
State and’ municipal bonds out-
standing in 1945, banks, insurance
companies and government
zgencies owned more than half, or
$8,600 million, :
This may be one reason why
municipal and ' other tax-exempt
. ‘bonds today are a mystery to the
average investor. Another reason,
perhaps, for the mystery is the
relatively low interest rates de-
clared in the bonds themselves,
which up to the time of confisca-
tory taxes made them less at-
iractive; ! ‘
- _Today, however, tax-exemption
brings greater net returns.

How an Individual Can Profit
Through Tax-Exemption

An individual: investor derives
a benefit ‘from tax-exempt secur-
jties in direct proportion to total
taxable ‘income. - Briefly : stated:
ihe greater the income, the greater
the benefit. g

Interest and dividénds received
from investments are an addition
to-other sources of income, there-
fore bear the brunt of the surtax
Let us take, for example, a tax-
able income" of $40,000. The cur-
rent tax on the top portion is ap-
proximately 69%,. Now let us as-
sume that the top $4,000 of this{
$40,000 .income was derived from
an- investment in 160 $1,000: U. S./
Government bonds paying 2%%'
interest.  Since the $4 000 income
is. taxed at the rate of 60%, the
holder of~ these 'Joonds receives
an actual net return after taxes
of only $1,600 on his investment
of $160,000. This is a yield of 1%.
certainly not:a. very satisfactory
return.

If this same $160,000 were in-,
vested' in high grade tax-exempt
bonds at the same interest rate of
21, %, the bondholder would re-
tain his $4,000 yield intact, free of
taxes.

Looking at it another way, our
man with the $40,000 income, ir
the 60% bracket, must find an in-
vestment paying 6% % /(hard to
find without involving real risk),
to equal “in net return the tax-
exempt income’ of 212 %. As.in-
come increases so does the tax-
bracket, and the relative value of
the tax-exemption becomes great-
er too. This is graphically illus-
trated in the accompanying table.

How Much Is Tax-Exemption
Worth?

In this table you can locate for
vour income bracket the amount
of return you must obtain from
ordinary securities 'to equal . the
yield ‘from "tax-exempt  invesi-
ments.

You can also - translate into
actual returns the' interest rates
of tax-exempt bonds. For ex-
ample, municipal bonds paying
from 1.25% to 3.50% (column I)
bring net returns to the $69,000
income  equivalent to taxable
yields of about 4% to 11% (col-
umn II).

Safety Recol:d of Tax-EXempt
Bonds

Next to United States Govern-
ment bonds, State and municipal
obligations have the finest record
of safety of all classes of ‘invest-

ments. © Less than 2% of all - mu-
nicipal issues defaulted ' during
the depression of the 1930’s, and
almost: all. such 'defaults’ were

cleared up without loss to. the|

hondholder - who . maintained . his
investment during this period. In

the great majority of cases thesz|

defaults were remedied in a rel-
atively §ort period of time and
did not require a period of prcs-
perity to put the community back
on.its feet. ;

The percentage of utility. bonds

| defaulting during this period was

more than three  times higher,
while eight times as many rail-
road bonds defaulted. :

A further indication of the in-
herent soundness -of  municipal
bonds is shown by their ready ac-
ceptance by  the professicnal .se-

curity buyer.

Yield that.must be o

. COMPARATIVE' RETURNS FROM TAX-EXEMPT. BONDS

Shown in Percentages Based on the 1948 Tax Law LT
btained from taxable securities according to your income to equal the taxfree

ields in Coluron 1. In using this table see that column into which your taxable income falls, after all
allowable exemptions-and deductions and after division of income between husband and wife.

Tax
* ‘Exempt
+ ‘Bond
Yield

'1.25
1.75°
2.00,
225

2.50
L 275

3.00 .

350

. Income

$16,000
to

$18,000

Surtax

L 44%
1.0 2.23
150

2.68

3112

-3.57

4,02

4.46 .
4.91
.5.36
6.26

‘

. 2.81 -

Income - Income
$18,000  $20,000

to to ¢
$20,000 $22,000
Surtax. . Surtex
46.6% 43.3%

231 246
2.95
3.45 .
394"
443
493
5.42°
'5.91..
6.90

328 -
3.74 .
421
468
515
562 -
6.55

Income
$22,000

$26,000
. Surtax
L 51.9%-
w2607
312, .
3.64

16.23
srpd 1727

Prepared by Ira Haupt & Co.; with. the assistance
chart will be available upon request. . '

Income
$38,000

Income
$26,000
tc

$32,000
Surtex

“54.5%
2,74
3.29
3.84

- 4.40
493"
5.50
6.04
659
7.70

Income
$32,000
. to .
$38,000
Surtax
Y 57.240 ¢
2.92
3.50
-4.03
4.67
525
T 584
6.42
-7.01
8.17

to
$44,000
Surtax
60.7% -

4.15
468"
5197

572

8.95

Income
$44,000
to to
$50,000
Surtax
63.3 %
;0346
- 4.08
476
5.45
6.13
6.81
7.49
8.17
9.62

of the “Bond Buyer,” whose more complete

Income
$80,000

Income Income
$50,000 $60.000
to to
$60,000 $70,000
Surtax - Surt'x  Surtax
66 % 68.6% 11.3%
367 397 436"
441 477 522
5.14 5.54 6.05
5.88 636  7.00

©6.62 716 - '7.84
7.35 7.96 8.71

- 8.08 8.75 9.58
8.82 955 " 10.45

-10.30 <1114  12.19

Incoine
§70,000
to

$80,000
73.9%
478 -
5.74 -
- 6.70
7.66
1'8.62
9.65
10.43
11.49
13.40

First Boston l}orp; 4
Announces Changes

The First Boston Corporation,
100 "Broadway, New York City,
announces, that in order to. im-
prove the facilities they offer in-
stitutions . and dealers in Central
Connecticut, - certain- changes ' in
operations. are . being made, The
Hartford office is being closed and
Henry Lyman, representative of
the firm will be located in the
Hartford National Bank.& Trust
Co. Building. “A direct Enterprise

telephone will. connect Mr, Ly-|

man’s office: with New York.

The firm’s Buffalo_ office will |

also be closed. Frank L. Marshall,
who has been manager. of that
office, will’ be located in' New
York, and will be in communica-
tion with Buffalo customers from

there.

The telephone humber of the
New York office has been chang_ed

to WOrth 4-4000.

P

|Rate Increase -

Rails Granted Add’l

. On  April 20, the Interstate
Commerce Commission granted a
third . interim ' freight rate in-
crease, ‘which averages- slightly
more than 4% over existing rates.
For .the Eastern roads, the in-
.crease is'10% and represents a
:30% -aggregate ‘interim! increase
‘granted since September of last
'year, compared with' an_.average
of 21.4%. increase for country as
a whole. - o B
The new rates are:to' remain in
‘effect until the Interstate Com-
merce Commission issues a. per-
manent order fixing freight rates.
It 'was estimated by the Commis-
sion that total increases’in. gross
freight ‘revenues: granted  since
mid-1946 aggregates in rail reve-
nues more than $2% billion. "

i~

| Pittshurgh Bond Club
|To Hold Quting -

~PITTSBURGH, PA.—Ernest O.
Dorbritz, Moore, Leonard & Lynch, .
President. of The Bond Club of |
Pittsburgh has announced that the

. annual spring;outing of the Club
- will be held at Chartiers Country

Club on June 11, 1948. The usual
feature of the outing will be the
golf tournament for the bankers
cup and -other prizes to be fol-
lowed by dinner and entertain-
ment. .. 1 ! '

Harris, Upham Takes Over
Bond, McEnany & Co., New .
York City, will discontinue their
commission business on commodi-
ties and securities on May 1, and
Harris, Upham & Co., 14 Wall
Street, New York City, will take
over:their customer accounts.

e

o

This annotivicement is wot, and is under no circumstances o be construed asy an offering of these. Shares for
Sale, or as an offer-to buy, or as a solicitation of an offer to buy, any of such Shares. : o
The offering is made only by the Prospecius. i

Rights, evidenced by Subscription Warrants, to subscribe for these shares have been
issued by the Company, lo holders of its Common Stock, which rights
-expire April 30, 1948, as more fully sel forth in the Prospectus.

The several Underwriters named in. the Prospectus, including those named below, intend to offer. .
shares of Common Stock purchased or to be purchased by them through the exercise of watrants at .~ i
prices not less than $40 per. share and not above a price equal to the Jast sale price of the Common ...~
. Stock on the New:York Stock Exchange during the ‘current or previous. trading session, as the case
may be, plus ‘an.amount equal to; stock ‘exchange brokerage commission, Any such offerings may
include shares acquired by the Underwriters through the exercise of warrants purchased by them or
in anticipation of the acquisition of shares pursuant to th !
all as more fully et forth in"thé Prospectus,

_ Paciﬁc édmpény of California

April 20, 1948.

Subscription Price to Warrant Holders

Copies of the Prospectits may be obtained from the undersigned only by per:.om ‘o
whom the undersignéd may legally offer these Shares under applicable securities laws.

Dean Witter & Coii:

|4

A

32\1,.‘72'6 Shares‘ e
Pacific Lighting Corporation

Common Stock
(Without Par Value)

$40 per share

Blyth & Co., Inc. .

< The First Boston Corporatidn £

Smith, Barney & Cd. . -Stone & Webster Secutitie; Corﬁoration
_Elworthy & Co. ‘
Bateman, Eiéhier & Co. 5 i
Hill Richards & Co.

Brush, Slocumb & Co.
Lester &:Co.

Sepen

e Underwriting Agreement -or otherwise,

William R. Staats Co.

L5 Scﬁwabacher &‘C(). ;

.

' Harriman Ripley & Co.
Incorporated v

- W. C. Langley & Co.

Davis, .Skaggs."& Co.
- Mitchum, Tully & Co.’

gitized for. FRASER
p:Hfraser.stlouisfed.org/
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Interstate Financial Corp.

.SYRACUSE, N. Y.—The Inter-
state Financial Corporation is en~
gaging in a securities business
from offices in ‘the University
Building.

IONAL

SECURIIES SERIES

Flospecfus upon requesf from
your investment dealer, or from

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

WELLINGTON
<@y FUND

| established 1928

A MUTUAL INVESTMIENT FUND

prospectus from .
your investment dealer

¥ ar 3
PHILADELPHIA 2, PA,

Fundamental
Tnvestors Inc.

Prospectus from your Investment Dealer or

HUGH W.LONG & CO.
INCORPORAYED

48 WALL STREET, NEW YORK 5, NY

LOY ANGEIES CHICAGD, (77

Ke‘ystone '
| Custoclizin |
Funds

Cc:ﬁficales of Participa!ion in
INVIISTMENT FUNDS

investing their capital

IN
BONDS
(Series BI-B2-B3-B4) :
' PREFERRED STOCKS
" (Series K1-K2) &
COMMON STOCKS
(Series S 1-S2—85—S{ )

Prospectus from 1%
gour local investment dealer or

T]'le Keystong Companyk
of oston

50 Congréu Street
Boston 9, Mass‘aclmselts

|t|zed for FRASER

Mutual Funds

By HENRY HUNT

How to Gauge Investment Management

As a novice -analyst, we used to wonder how it was possible to
judge the competence of the management of an industrial company.,
if one lacked the opportunity, or time fo make an exhaustive “field
survey. Of course, the record of a company’s earnings, its financial

position as md:cated by the latest®

balance sheet told you something.
But, bookkeeping methods vary;
some ‘companies . in the develop-
ment stage spend large sums for
research . and - show little ‘or no
earnings for years; other compa-
nies use a far more liberal de-
preciation policy in reporting

I'earnings than the revenue bureau

allows them on their tax returns.
Though no lenger a tyro, we still
think it a tough assignment to
make a quick check on the ability
of industrial management,

On the other hand, it is-rela-

tively easy to gauge the ability of:

investment management of mutual
funds, provided that you' select
comparable funds in comparing
records. Mutual funds all have the

same tools to work with and few.

managements are so adaptable to
statistical analysis for a check.
In judging investment manage-
ment, more importance should be
attached to a 5-t0-10 year record
than ‘a 1-to-2 year showing. It is
important to note the amount of

- dividends paid as well as changes

in asset values. In order to see
just . how you would have made
out purchasing  a- mutual fund
some years.ago, it's a good idea to
use the offering price at the time

of purchase, and the bid prlce to-

Aday

Recavery in Bond [_Mark‘:et,(v ; ;

“Hugh W, -Long’sj April ' “New
York Letter” discusses the recov-
ery in bond prices as follows:

“The fiscal authorities in Wash-
ington sent a chill through . the
financial markets late in Decem-
ber when they lowered the sup-

4 | port level for government bond

prices, Bond prices generally de-
clined sharply and investors be-

the'| Federal Reserve Banks ‘and
theTreasury to continue support-
ing the "market for very long.
Selling of ‘government securities
reached ‘flood "level  proportions.
The Federal Reserve Banks had
to buy, because no one else would,
over $800 million of government
bonds a week during two weeks
and nearly $4.5 billion of bonds
during the past three months.
“Further than that, the increase
in reserve requirements of New

York City.and Chicago banks, the |
retirement of -government' bonds

with surplus ' tax - receipts, the
firming ‘- of short-term . interest

rates -and- efforts to - encourage.
commercial banks to adopt-cau-.

tious loaning policies all created
fear that the official policy of
credit contraction mlght cause ‘a
deflationary spiral in business.
“Now, confidence has returned
to the bond market. All listed gov-
ernment bonds are currently sell-
ing at premiums over the support
levels. Most high-grade corporate

Dow-Jones Index
40 Bonds

100
99
98
97

100
99

98

Va
~f
V\v("
96 =
by DEC, . ¥ q,m

91

96
&

‘FEB.‘ SMARg

bonds have recovered the De—
cember-. January price decline,
This recovery in the government
and . the high-grade corporate
bond markets has been helpful. to
security markets in general,

It is now quite apparent that
the government’s anti-inflationary
policy will' be pursued only in

moderate degree, From an invest-
ment viewpoint this is helpful.”

came skeptical as to the ability of

AN
THE LORDABBETT GRHIJ

LoORD, ABBETT & Co

INCORPORATED

New York

. Chicago

Prospectus upon request

Union Bondl

Fund B

New Orleans

Los Angeles

SHARES OF CAPITAL STOCK OF

THE PARKER

Prospectus may be obtained from
your 1ocal investment dealer, or

ONE COURT STREET BOSTON 8 MASS.

CORPORATION

‘His Own Handiwork!

“Inflation may seem to you to be an old story.
But there are some men in'this country—men who
happen to be in influential positions—who still fail
to understand or who deliberately i 1gnore the gravity
of the situation and the need for ;
-forthright- measures to meet - it:
. They - have tinkered  with -the
problem of inflation—they have
even taken some feeble steps in

the right direction.
‘have taken other steps

But  they

in the

wrong - direction ~— steps 'that
have made the problem much

worse.

“For my part, I believe that

inflation is so grave a menace to
this country and' to ' the world

that.I do not propose ‘to let it be

forgotten.

President - Truman

“I believe that the Government has a clear—cut
responsibility to deal with high prices. I believe
that we know what measures 'the Government

- should take. I cannot sit by silently while inflation
- ~continues to creep. up on the Amerxcan people ”

. —President: Truman. .

We do not know, of course, how inflation seems

“to the President’s audience in this instance.

To us

it seems a direct and inevitable product of Roose-

velt and Truman policies.

Moreover the Truman program to combat in-
flation seems to us to be nothing short of a proposal

. that we abandon free enterprise in the hope of
_curbing or eliminating a curse his policies and those
‘of his predeecessors brought down upon our heads.

Reduction lncreaus Incentive
To Invest

“The most important mvestment
effect of the reduced taxes,” says|
the April Investment Report of
“Group” Securities, ‘Inc., “is not
the ' funds  which it releases for
investment but the increased in-
centive to invest. For many tax-
payers the potential return net
after taxes of income from invest-

Tax

I ments has been sharply increased

by the new Tax Bill, especially by
its  “community  property” pro-
visions. . The result should be.to
attract, gradually, into common
stocks (whose current return ex-
ceeds that of high-grade bonds, by

| an ‘extraordinarily; wide, margin)

funds that have long been unem-
ployed.”
1940 1945
Industrial - production
(1935-1939==100) ...
Cost "of- living (1935~
' 1939=100)
Gross national product
(billion dollars). ...
Personal  income (hil-
lion “dollars) Z__._. ¢

“Estimated.

““We should like to crystalhze
the foregoing,” says Vance, Sand-
ers, “with. the observation that
since Sept., 1939 the Dow-Jones
index of thirty industrial stocks
has increased less than 30%.”

203

1284
213.1
171.6

Wellington Joins $50 Million
Circle

'The assets of Wellington Fund,
sponsored by W. L. Morgan & Co.
of Philadelphia, hit $53,600,000 on
April 17, Seven individugl funds
now -have assets in excess of $50,-
000,000, namely - M.LT., Investors

‘| Mutual, Incorporated State

Street, D1v1dend Shares, Affiliated

|and * Wellington.= Other ' sponsors
‘|such as
Group, Hugh “W." Long, -and Na-

Keystone, D@trlbutors
tional ‘Securities” and - Research
-control more than $50,000,000 of
assets each, but have no single
{und that large Pertinent to the

‘| subject is a-letter: just-received

from Herbert R.. Anderson, Vice-
President “of Distributors Group,
Inc. advising us that Group Secur-
ities, Inc. has assets of $87,000,000.

Notes

Fiduciary. Publishers, Inc. of 50
East 42nd Street; New York, has

sold over 16,000 copies of Alec

1946
170
139.3
203.7
177.2

Continuation of a high level of
corporatlon earnings' is: predicted
which “must - inevitably attract
the attention of investors to the
many bargains in security values
now -available. Stock prices can-
not indefinitely reflect a “coming
depression” which has failed to
materialize for 19 months since
originally ‘“forecast” by . a stock
market decline—and which does
not appear to be in prospect for
some time to come,”

Stock Prices Still Lag

Vance, Sanders’ “Brevits,” writ-
ten by Edward E. Hale, cites the
following figures taken from a re-
cent ‘issue of the “Report For the
Business Executive”: :

#1g¢t half #2nd balf *1st half
1948 1948 1949

191 195
' 169
253
217

1947
187 - 183
168
243
207

159.2 170

229.6 247

196.8 211

Brock - Stevenson’s book on “In-
vestment Company Shares.” /

National Security and Research
Corp. has issued two new folders.
One called “A Monthly Paycheck”
discusses the “National” monthly
income programs, and the other
its ten industry. groups.

Export-Import Bank

Grants Golomhia -

$10 Million Loan

The Board‘of Directors of the
Export-Import Bank of ‘Washing-
ton announced. on  April 15 the
approval, at a special. meeting,

of a commitment-of $10 million to
the Republic’ of Colombia to as- -
sist that government in financing .
the acquisition of United States
supplies, materials and equipment
needed for the speedy reconstruc-
tion of properties  destroyed : or
damaged in the recent disturb-
ances in Colombia. Details as to
requirements and ' arrangements
will be worked out on’a mutual
basis.
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By ROGER W. BABSON

" Asserting goal of Stalin is to el'm

inate capitalism, Mr. Babson sees |

possibility of Russians, when they get the atomic bomb, of planting

them here to blow up large cities

and by this way: establish Com-

. munism in America. H.nts people of Central West should prepare: E
for responsibility of taking over national affairs. -

1 have never met Mr. Stalin: but I have friends who have often

. talked with him. Some of them ha

ve been at the famous conferences

‘ attended by Mr. Stalin, Mr. Churchill, and Mr. Roosevelt. I, there-
fore, am using my column this week to answer certain ‘inquiries

coming to me.®
The conclu-;
sions -are not
pleasant.
" There are
three differ-
ENt  eco.0.u1e
" or social theo-
ries ‘today.
They are: (1)
Capitalism.
This is what is
commonly
known as free
enterprise
which has
been : so sug-
cessful in the
United States.
(2) Fascism. This has been tried
-in Germany, Italy and Japan; it is
a form of State capitalism where
persons: continue to own ' their
property but use it as the State
directs.  (3) Communism. This is
where there is no private owner-
ship.. Communism is Socialism
withbrutality added. One :coun-
try could get on'under either the
* Capitalistic *System or " Fascistic
System by itself but:Communism
or Socialism - probably needs ‘a
worid ‘organization in order to
make it work. At least, this is
= what Mr. Stalin thinks.
Stalin’s Ultimate Goal
Therefore, Stalin’s goal .is to
eliminate Capitalism. Anyone re-
sponsible for making a success of
Communism would probably have
the same aim as Stalin. The Labor
government in England . is: gradu-
ally coming to this same conclu-
sion. It is not ruthless like the
Communists, but even their lead-
ers believe that their success de-
pends upon having the same pro-
gram adopted by all other leading
countries. 3 i
Therefore, it is possible that as
soon as Russia gets the Atomic
Bomb she may blow up the big
cities of the United States. She
may have no thought of landing
“troops -here or of taking over our
government. It would be only one
step 'in her campaign of destroy-
“ing Capitalism. Her hope would
be. that—with our big cities de-
“stroyed — a Socialistic = System
.would be needed to operate our
remaining industries. This would
“also eliminate undue competition
from industries . in communistic
nations. -

What Will the Communists Do?

If this is their program then,
when' the Russians get the Atomic
Bomb, -they may get these bombs
planted, by their own friends, in
the center of our: big American
-cities. It would be easy to get
them over here in trunks; or’in
_bales of goods. They could be
smuggled across our borders in
automobiles, trucks or airplanes
without being detected by custom
examiners. Then the Russian
agenis could deposit these in their
pboarding houses in our big cities
~until the time came to ‘explode
‘them at a certain moment on a
certain day. Time clocks could be
‘used so that the Russians would
‘have time to get away. Thus all
these cities could be destroyed at

Roger Babson

Of course, the Russians would
expect that we would retaliate
with our dirpldnes. On the other

-hand, How can we then prove that
.t is the Russian Government, or
-the Spanish Government, or the
Argentine Government that does
‘the damage?  Of course, the time

gitized for FRASER
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would ‘be selecled when we .are
n.ore or less ia a row with all of
these governments. Therefore, our
big cities could completely : be
desiroyed witaout our -knowing
jor sure.who destroyed them and
certainly . without ~ war ‘- having
oeen declared. '

Final Result

What the final result would' be
nobody can foretell. ' With a dozen

of our biggest 'zities destroyed,’

there would rnot be muci hope for
Capitalism ' for many ' years to
.ome, Thus, the purpose of the
Comrmunists would have been at+
waized. Tney mignt try to have a
aand in the' government of ' the
Jnited States; but it would then
2e taken over by the people, of
‘he t¢maller cities-and rural com-
munities, largely the people of
Central West. If my prognostica-
tions come about, which I hope
ney will not, it certainly means
that the people .of our Central
West will 'someday have a great
spportunity - and responsibility.
The question is are these people
now - preparing for . such ' even
though it may be a remote pos-
sibility?

nvestor Pajs Dealer
With Silver Dollars in
Buying Securities

Officials of the Peoples National
Bank of Grand Rapids, Mich.,
were treated to an unusual sight
recently when a local investment
dealer, puffing with exertion,
maneuvered a small cart into the
bank’s office containing a waste
paper basket loaded with silver
dollars. The dealer, after catching
his breath, explained to the star-
tled bank attendants that the
“lore,” had been obtained from ¢
client for the payment of securi-
ties. The client, it developed had
been “saving up’ the pieces of
silver for more than 20 years and
had finally decided to invest his
riches in much less cumbersome
manner. The load, containing 1,890
silver dollars, weighed 117 pounds.
and according to bank officials,
most of the dollars were coined
in 1922, the “last year of silver
dollar coinage. Editor’s Note: In
calling our attention to the above
story, the dealer in question, J.
Vander Moere, of J, Vander Moere
& Co., Grand Rapids, Mich., says
it merely points up the wisdom of
a suggestion contained in a recent
column by John Dutton, author of
“Securities Salesman Corner,”
which is a regular feature of the
“Chronicle;” In his letter Mr.
Moere writes as follows:

“You may  be interested in

knowing that an article written.

recently by Mr. Dutton was ' the
needed inspiration for one of my
men for going out and making

calls on people who would not be '
considered as investors. ‘We find

that he is right in that people off
the main roads are the ones who
have the money for investment
at this time. We find too that they
are quite willing to invest in the
better. grade preferred ‘stocks at
their current high yields.

“I know you will be interested
in the enclosed newspaper clip-
pings, showing some publicity we
got from an odd deposit of $2,000
in silver- dollars, which came in

to us from one of these kind of

customers.” .- n

: The .4 Consumer. Credit

‘Executive .Vice-President, The American. Fina

By THOMAS W. ROGERS*

Chicago, Il ‘

Structure -

nce Conference,

© Mr.:Rogers.defines “consumer: credit” and ‘analyzes its’ structure ‘and subdivisions. Lists institutions
extendng consumer credit, :and gives brief .description of their various methods and operations. Clas-
sifies sales-credit as: (1) book:credit; and (2) instalment sales credit, and gives data on proportion-
. ate importance. of each, . Concludes instalment credit represents in normal times between 60% and

65% of all consumer ‘credit outstanding.

-~ Pertinent and factu:;l business information can be of great benefit both to Studénts
and to business by creating a better understanding of the nature and functions of our eco-

nomic..and business society.
and -.the . or-

Too often business men have

looked upon formal education

ganized . edu-
cational proc-
esses as a
thing apart.
Likewise,edu-
cational ‘au-
thorities @ and
studeénts. have
looked upon
business ‘in ‘a
critical ‘vein
and ' have re-
garded it as
that part of
sursociety
which " is’ led
by selfish
people and in
which the millstones. of competi-
tion grind relentlessly and for no
useful ' social purpose. Those . in
either of these groups who are
acquainted fully with the real
purposes of both education ‘and
business - know - that “neither of
these critical points of view  is

Thomas W. Rogers

'fully correct or wholly justified.

‘Formally organized education
and training should and must as-
sist us in adjusting ‘to and inte-
grating’ with the realities of life;
and the chief objectives of busi-~

*An. address by .Mr. Rogersaat
the National Conference.on Con-
sumer Credit, Ohio State Univer-
sity, Columbus, Ohio, March 23,
1948.

iness must be—always—to: serve

society by serving its customers.
Without such customer  service
there can be no reward for those
who direct the affairs of business;
neither can there be reward for
those ‘'who :are employed in indi-
vidual “enterprises under the. di-
rection of management.

It .is ‘in- this 'spirit- and ‘against
the - background. of this point ‘of

view ‘that we want to:approach

the subject which has been as-
signed us for discussion today.
Your session theme this morning
is “Consumer Credit in the ‘Na-
tional Economy,” and the particu-
lar topic.assigned to me is' “The
Structure of - Consumer - Credit.”,
In discussing this' topicwe :shall
.give emphasis. to the word “‘struc-
ture” and shall attempt to outline
for. you the. types' -of financial
agencies and institutions now en-
gaged in consumer credit activi-
ties in the United States and de-
scribe in a general way their pro-
cedures. 4
The term ‘“consumer credit” is
being used more frequently in our
economic literature. However, its
connotation is still.. somewhat
vague to some persons, particu-

To some the term'is an all-inclu-

shall use the term “consumer
credit” .as denoting that form .of
credit which in some way serves
primarily and directly the current
credit needs or credit desires of
the individual in his capacity as
an individual or as. a consumer
and which is liquidated in a period
of not more than three years.
Thus defined, the term will not
embrace ' credit, extended: to in-
dividuals .:for. business , purposes
and not related tothe consump-

.|tion needs of the"individual as

such.” This- definition also rules
out mortgage credit on real estate
and the other forms of “invest-
ment” credit funded over a longer
pexiod of time. !

Classes of Consumer Credit

Consumer credit, thus defined,
may ' be classified broadly .into .
two main‘divisions; namely,

(1) Money or Cash Credit. That
is, credit which is extended to in-
dividuals in the form of money, or
its quivalent, and e

(2) .Sale Credit. That, is, credit
which is extended ‘in connection

larly with reference to'its scope., of somegser\?‘c‘e.‘ 5
sive. one, while to others it has a

more restricted meaning.’ There- |
fore, in- our discussion here we.l ~

with the sale of .some article or
articles of merchandise or in con-
nection with the sale or rendition

i ag¥ 3

W' Mich confusion will be avoided

and a much better understanding
" (Continued on page 41) *

5

“dpril 16, 19)8. .

pany is also receivin Cri
ployees during the subscription peri j ] ‘
of common stock not subscribed for through theexercise of rights.

stock acquired by them pursuant
through the purchase and exercise
subscription price set forth above,

- _sumvof the current offering priceon thg N
an amount equal to the commission o

This announcement is neitleer an offer to sell nor a solicitation of an offer to buy any of these Shares.
The offer is made only by the Prospectus.

35,374 Sharés

- Peninsular Telephone '}Compan'y

Common Stock

(no par value)

29 >
Rights, evidenced by Subscription Warrants, to subscribe for these
shares have been issued by the Company to-ils common stockholders,
which rights will expire at 3 o’clock P.M. E
on April 29, 1948, as more fully set forth in thg Prospectus. The Com-~
g subscriptions frem certain of its oflicers and em-~

Subscription Price 1o Warrant'Holde'rs

$37.50 a Share

The undersigned several underwriters may offer shares of common
to the underwriting agreement or
of rights at prices not less than the
and not above a price equal to the
Vew York Curb Exchange and.
f.the Curb Exchange.

¥

Copies of the Pr’éé}zér‘f‘tus'buz‘y be obtained from only such of the
undersisned as may ledolly offer these Shares in compliance -
X with the securities laws of the respective States.

MORGAN STANLEY & CO. ' COGGESHALL & HICKS -

G. H. WALKER & CO.

Eastern Daylight Saving Time :

od for « maximum of 2,400 shares

¢
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. Sproul Discusses Inflation Trends

In 33rd Annual Report of Federal Reserve Bank he describes U. S. inflation as “chills and fever” type !
and ascribes inflationary pressure in last half year to deterioration. of European situation.. Prefers
“open- inflation” that came after end of OPA, to “disguised” or “suppressed” type, and points to -
increased production resulting from removal of price curbs. Looks to larger food output with resulting

: ' lower food prices as decreasing inflationary pressure.

.. In transmitting to stockholders the 33rd Annual Report of the Federal Reserve Bank
of New York, Allan Sproul, the Bank’s President, offers

, as an introductory portion, an en-

lightening discussion of U. S, inflationary trends since the beginning of the war. ° Accord-

ing to the re-
‘port: -
--The . out-

- :tanding eco-
nomic feature
5f the year
1947, both at
‘home and .
abroad, was
the further
progress of in-
flation, ' Since '
the war end-
ed, the world
has been
faced with a
condition . of
inflation as
'severe,’ and :
seemingly as intractable, as the
deflationary conditions that char-
acterized the thirties. It has taken
different forms in differsnt coun-
‘tries, The differences have arisen
partly ‘out of the  differences in
circumstances, economic and po-
litical, and partly out of the dif-
ferences in-the policies pursued,

The whole problem must be
viewed against the background of
the war. It is due basically to the
destruction of resources in the
war, and to the difficulties in-
herent in the conversion of re-
sources  from peacetime to war-
time ends and back again. These
immense changes have been car-
ried ‘out, in all countries, by a
combination  of specific ‘measures
designed to direct and ration pro-
duction and consumption and to
control ‘wages and prices, and of
the more general monetary and
liscal policies designed to control
the money supply and the aggre-

Allan Sproul

- gate volume of ‘spending. ‘During’

the war, the pattern of policy
pursued in the different countries
was fairly uniform. Considering
the ‘magnitude of;the war effort,
it. was in most countries surpris-
ingly successful, But as we see
clearly now, its main effect was to
postpone rather than remove in-
flationary pressures. The uniform
. pattern of policy may be said to
have ended ‘almost with the war

| tries can hardly be doubted,

itself. In most of the European
countries the main emphasis con-
tinued to be placed on the direct
controls, whereas here at home
the reconversion process was ac-

| companied by early removal, or

breakdown, of direct ‘wartime
controls, - and the main’ reliance
was- placed on freeing the econ-
omy to make its own adjustments.

That the policy of relaxing di-
rect restraints was- more feasible
for us than for most other coxin-
n-
flation always consists of some
combination of deficiency of goods
and superfluity of money. In both
respects we. entered the postwar
period in relatively favorable con-
ditions. ‘We had given an aston-
ishing demonstration of produc-
tive capacity and could look for-
ward, once reconversion was com-
pleted, to a backlog of -deferred

|demand, both domestic and for-

eign, which would keep our econ-
omy running, for some years at
least, at full speed provided cumu-
lative maladjustments did not in-
terfere. -On. the money side, we
came out of the war with a sub-
stantially higher ratio of money
to ‘national product than at the
beginning, but with nothing com-
parable to the large money “over-
hang” that has plagued the Euro-
pean countries. Though most of
the European countries—despite
the wartime.‘déstruction’of plant,
the big hole still, remaining in
Germany, the disruptions in trade
produced by the iron curtain, the
loss of " foreign assets, and the

chaotic conditions in the Far East
—have ‘made  more progress in
production than is commonly rec-
ognized, and though some have
resorted to unprecedented meas-
ures of monetary contraction,
their problem, in general, is s!ill
one of acute. deficiencies in ‘out-
put combined with a highly re-
dundant money supply. L
One result 'of these differerices
in ‘cireumstances ‘and’ in ‘policies
has been the now familiar distinc-

tion between our “open” inflation
and  what in ' Europe' is being
called “disguised” or “suppressed”
inflation, Since the abandonment
or breakdown of OPA in the mid-
dle of 1946, inflation has' ex-
pressed itself here in a rise of
prices which, up to the break in
the primary agricultural markets
in January and February of 1948,
had carried our price level ap-
proximately to the point from
which ‘the postwar deflation- be-
gan in May 1920. But this rise in
prices was accompanied by an ex-
pansion of physical output which
despite a period of hesitation and
uncertainty last year, carried us
by the end of the year to a record
peacetime. peak. In some of the
European countries on the other
hand, the attempt to suppress tha
rise of prices by direct controls
and subsidies has met with a ris-
ing volume of complaint that the
process is only accentuating the
scarcities, diverting labor and ma-
terials: from more to less ' essen-
tial employments, and leading to
disruption of trade and hoarding
of goods. Moreover, there is in-
creasing evidence that, in a num-
ber of countries at least, the con-
trols are cracking and the sup-
pressed inflation 'is coming out
into the open in the form of price
increases that go far beyond any-
thing we have seen, or are likely
ta see. This rise of internal prices
and the 'disturbed conditions ‘of
production and distribution have
of course had the effect of greatly
increasing their international def-
icits,  which has resulted in in-
creased inflationary pressure on
our own economy.

It is against this sort of back-

| ground that our own experiences

in 1947  must = be appraised.
Throughout the year, the impact
of world conditions on our econ-
omy, and the differences here and
abroad that have been described,
had a major effect upon the
course of prices and production.

(Continued on page 36)

This announcement is not an offer to sell or a solicitation of an offer to buy these securities.

'of the ready conversion into U. S.

By WILLIAM

Canadian Securities

J. McKAY

Paradoxically - enough the- Canadian economic prospects were
never brighter than they are today, despite the currently acute ex~-
change situation and the violent criticism of Canadian action in re-
establishing the dollar at its previous parity. This conclusion on

casual analysis would appear to®
be in contradiction to.the appar-
eént facts of the case, especially
when the present  situation  is
compared with - that preyailing
iust prior to the revaluation of the;
Canadian dollar, At that time the|
Canadian exchange  reserves ‘of
gold and U. S. dollars were almost
embarrassingly ‘large, the Cana-|
dian favorable balance. of foreign
trade was at a record level and
the strength of the Canadian dol-
lar in the free market brought
pressure to ‘bear on: the official
exchange level of 10% discount.
According to  the superficial-
facts and indications the Canadian
overall picture then was never
more attractive. When looking un-
der the bright surface however, it
was possible to discern underlying
darker aspects of the case that:
gave rise to serious reflection, In
the first place an analysis of the
pleasing total of the Dominion’s
foreign exchange reserves would
have revealed that a large pro-
portion was derived from U. S.
investment in Canadian  internal
securities, a part of which repre-
sented speculation on an almost
certain upward revaluation of the
Canadian dollar. Another portion

an illusory appearance of strength
of the -Canadian balance of for-
eign payments. The collapse.of the
U. S.-British-Canadian- exchange:
triangle -'also. has .had a 'most
salutary effect north of the border.

- Although -the faulty basis on

‘which this system rested has long
been’ recognized, while it con-
tinued - to operate
there was a pardonable compla-
cency on the part of the Canadian
authorities. Its breakdowfi ‘how-
ever has now changed the whole
course
policy. - The - austerity . program
which'is the first outcome of the
changed mentality ' could only
have been imposed in the face -of
a dire calamity of this nature. In
addition : to “its corrective 'influ-
ence on the U, S.-Canadian trade
balance it has directed Canadian
attention towards the greater ex~
ploitation
wealth: of ‘natural resources.
Another beneficial aspect is the
likelihood that U. S. industries
rather than lose their best foreign
customer = will.. establish branch
plants “in - Canada. Consequently
.the previous flow of U, S. specu-
lative capital is likely to be re-

successfully

of + Canadian’ economic

Dominion’s

of the

of the remaining balance AI0SE | placed by industrial investment in

from non-recurrent U, S, war
purchases in the Dominion.’ The
remainder of this U. S. dollar sur-
plus was made possible as a result

dollars of sterling and other cur-
rencies’ which formed  part of
Canada’s overall favorable foreign
trade balance, : ¢

This latter feature of Canada’s
complicated exchange system has
long constituted the Achille’s heel
of the Dominion’s economy, While
the other two sides of the time-
honored: U, S. British Canadian
exchange triangle remained firm,
the Canadian exchange line could
be easily maintained. With the
breakdown of the British com-
ponent the basic defect of this sys-
tem has been thrown into sharp
reltef Lo et e
" Let ‘us’ now. consider the cur-
rent ‘situation in the light of this
development and the revaluation
of the Canadian dollar. A direct
result of the latter event is the
cessation of speculative purchases
of Canadian securities, which at
no time exercised any construc-

Canada of a permanent nature
which will supplement the
Dominion’s own efforts to achieve
a greater degree of industrial self-
sufficiency. ;

Thus it would appear thatlas a

result of the recent series of eco-
nomic setbacks Canada has been
jolted from her previous state of
complacent reliance on outmoded
procedure and will now follow an
economic course directed towards
a fuller development of her native
resources and - the  insulation of
the domestic economy from 'the
impact of external influences.

During the week the external

section of the bond market dis-
played a firmer tone and the in
ternals improved sharply as a re-
sult of the sustained strength of
free funds. With the approach of
the tourist season, the improve-
ment . of the overall exchangd
position, and the absence of im-
minent maturities of internal is-
sues, the prospects for a further
advance in this section are de-
cidedly favorable.

Canadian stocks also made fur-

The offering is made only by the Prospectus, !
tive influence on the Canadian

$12,000,000

Gulf States Utilities Company

First Mortgag

Dated April 1, 1948

Price 101 .75% and accrued interest ;

The. Prospectus may be obtained in any

e Bonds, 3% Series due 1978

State in which this announcement is circulated from only such
of the undersigned and other dealers as may lawfully offer these. securities in such State,

Due April 1, 1978

I

economy and on the contrary gave

GOVERNMENT
PROVINCIAL
MUNICIPAL

CORPORATION

ooy

CANADIAN BONDS

CANADIAN STOCKS

ther headway with the exception
of the golds which now appear
more than ever to be unduly de-~
pressed. Western oils have now
replaced the goids as speculative
favorites and the recent encour-
aging ' results ‘from ‘the highly
promising Leduc field will give
further impetus in this direction.

Hoiton, Herrington,
Farra Form Invest. Co.

LEXINGTON, KY.—The firm of
Holton, Herrington, Farra Co, has
been formed with offices in the
Bank of Commerce Building, to
engage in a securities business.
Principals of the firm are John B:
Farra,” Alex P. Herrington, and
William B. Holton. Mr, Farra was
formerly with Otis & Co. and MTr.
Herrington and Mr. Holton were
with Merrill Lynch, Pierce, Fen-

HALSEY, STUART & CO. Inc.
A. G. BECKER & CO. OTIS & CO. '

Incorporated (Incorporated)

AUCHlNCLOSS, PARKER & REDPATH STROUD & COMPANY
INCORPORATED INCORPORATED
JUL!EN COLL_lNS & COMPANY DEMPSEY & COMPANY “HILL & Co.

STERN BROTHE_RS_ & CO,; THOMAS & COMPANY WHEELOCK & CUMMINS, INC.

ner & Beane, In the past Mr. Hol~
ton and Mr, Farra were associated
in the firm of Holton, Foster & Co.

A.E. AMES & CO.

INCORPORATED

GREGORY & SON

Jacquin, Bliss Admits -
Jacquin, Bliss & Stanley, 61
Broadway, New York City, mem-~
bers of the New York Stock Ex-
change, will admit F. Romana
Witenberg to limited partnership
on’ May A5 508 i el o Lo

$ :

TWO WALL STREET
NEW YORK 5, N. Y.

i April 22, 1948 : WORTH 4-2400 - NY-1-1045
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Capital Lev

y in Britain |

By PAUL EINZIG

-Dr. Einzig describes repercussions of . Britain’s proposed capital
* levy, and characterizes it as a‘political issue on part of Labor Gov- |
“ernment. . Holds it will handicap. raising of fresh British capital,
- and will discourage savings.. Points out levy is unnecessary because

government’s budgetary surplus.is already substantial =

__LONDON, ENGLAND—Interest in Britain in the adoption of the
ERP: Bill by Congress was overshadowed by the sensation caused by
the announcement of a form of capital levy in Sir Stafford Cripps’

budget speech.
the " press

For months past

lively - controversy was-raging -in

about the .
question,
but during
recent weeks
it was almost
generally
assumed  that
nothing would
be daone at
any rate this ,
year. It ‘was
contended
that the ad-
m inistrative
difficulties of
the assess-
ment of cap-
ital for  the
purposes of a levy would be un-
surmountable in existing condi-
tions. when the ' Inland Revenue
Department is some 18 months in
arrears with income tax assess-
ments. This  difficulty ' was
overcome, however, by assessing
the tax not on capital but on in-
come, even though it will have
10 be paid in many instances out
9f capital,” for total taxation on
income  from investment will
amount to. anything up to just
under 150% of the total income
for 1947-48. ;

- As a capital levy, this “special
contribution” (as it is called)  is
moderate. © Assuming that the
average yield in investment is 5%,
the maximum rate of 50% is only
2% % of the capital taxed. If it
were possible to accept the assur-
ance of the Chancellor of the Ex-
chequer that this tax is “once for
all” there would be no cause for
discontent. 'But ' everybody, So-
cialists and Conservatives alike, is
convinced that this tax is merely
the thin edge of the wedge, and
that it will either be repeated in
frequent intervals or it will be
followed by a much heavier cap-

Dr. Paul Einzig

+ -ital levy to be assessed on capital

values.

Although ' the British Labour
Party has been advocating cap-
ital levy ever since World War I,
during World War II active agi-
tation has been suspended, owing
to the heavy direct taxation on
profits. ~As the British income
tax and surtax amount to 97% %
on high incomes and death duties
have also been raised to a very
high level, there was a feeling in
Socialist circles that the rich were
now adequately taxed. The revi-
val of the capital levy as a live
political “issue’ was due in part
to nersonal causes, but largely to
political causes.

It seems doubtful whether a
capital levy had come to the
fore at all had'it not been for Mr.
Dalton’s resignation. . While in
office he did not seem to want to

" adopt'it:  Once out of office, how-

ever, he began to 'agitate in its
favor and placed himself at the
head of the Left Wing' Socialists
advocating “it, In face of Mr.
Dalton’s attitude;,  Sir = Stafford
Cripps felt impelled to show that
he was as good a Socialist as: his
predecessor. = Hence his small
capital levy in this year’s budget.
This did not satisfy Mr. Dalton
who, in a speech during the bud-
get: debate demanded a big cap-
ital levy. .

. The political - reason for the
adoption of the special contribu-
tion was the desire to make the
government’s - wage - stabilizing
policy acceptable to-the workers
by.a move directed against cap-
ital. * From this po:nt of view,
however, the choice of the means
to -that end must be considered

_very ill-advised. Had' Sir Staf=

ford  Cripps decided in favor of
an increase of the profits tax or
on a compulsory ‘limitation of
dividends, it would have been
very unpopular in' financial cir-
cles, but it would have caused less
actual harm. In a way, even the
adoption of a big capital levy
would have been less harmful, for
everybody would have assumed
that it would not repeat itself in
the ‘lifetime of this generation.
As it is, it is widely assumed that
the special contribut.on would be
repeated again and again. For

.| this reason many wealthy people

are inclined to liquidate their in-
vestments and to keep - their
money either in a liquid form or
to invest it in a form that does
not yield any. income, at least
until the next general election of
1950,
assume considerable’ proportions.
would gravely handicap produc-
tion, for it would make the task
of raising fresh capital very diff’-
cult. It would also interfere with
the savings movement and the
cost of government financing
would increase.

ment should expose the country
to such disadvantages for the sake
of a mere £105,000,000 which in
any case is not needed, seeing

budgetary surplus. The only pur-
pose  of the special contribution
is to enable the. government to
reduce income taxes without hav-
ing to reduce the revenue surplus.
practice, - For the only possible
to serve the purpose of debt can-
cellation, To fritter away the
proceeds of a tax on capital for
current purposes is fundamentally
wrong,

‘In the course of his speech, Mr.
Dalton ‘advocated a big capital
levv as a ineans for ensuring the’
success ‘of’ cheap ‘'money volicv.
He is still smarting under the re-
verse suffered by that policy to-
wards the end ~of 1948 and its
abandonment by his  successor
who agreed to pay out holders of
stocks in nationalized railroads
in 3% government bonds instead
of 215 % as Mr, Dalton would have
done. * He believes that, if -the
public ‘debt were reduced with
the aid of a big levy, it would be
easier to enforce the cheap money
policy. What he appears to over-
look:is that the capital levy would
reduce the demand for govern-
ment bonds at the same time as
it would reduce its supply and
that there is. therefore, no reason
why it should affect interest
rates.

The revival of capital levy has
gone a long wayv towards emb’t-
tering relations between the gov~
ernment and its opponents. The
latter regard it as a hostile move
which could ‘not be justified on
any economic grounds. It is con-
sidered, in fact, an undiguised act
of class war.

Rafferty Municipal Mgr.

SAN FRANCISCO, CALIF.—
Schwabacher & Co., 600 Market

Street, members of the New York
and = San . Francisco Stock Ex-
changes, announce that James F.
Rafferty has: become- associated

with them as ‘manager of the
municipal department, ;

This trend, if it should|.

It is absurd that the govern- :

that there is already a substantial |,

This. in, itself, is a most unsound |

justification of a capital levy is|

For Schwabacher & Co.

Treasury lo Raise
Certlificate Rate

Authoritatively reported ‘increase
from 1149% to 1Y,% to be made
possibly on June ‘1.

It is reported, on the. basis of

~|views expressed by Treasury of-

ficials -attending the -meeting of
the * Executive Council of :the
American Bankers - Association,
that beginning  with June 1 or
July 1, the Treasury will advance
the rate on one-year certificates
of indebtedness from | 1%%: to
1% %. This is in line 'with a pol-
icy of higher short-term pattern
of rates that has been followed
since last Spring, A
This higher interest rate policy,
it is generally believed, is a move
of the monetary authorities to
continue their drive against infla-
tion through increasing the cost of
funds to all borrowers and thus
make lenders reluctant to reach

for long-term and speculative
commitments. - Whether the new

rate is the final step in the series
taken by the Treasury toward a
higher - short-term ‘rate  pattern

since last Spring is still uncertain. |

" Gurb Seltles Strike, But N.'Y. S. E. Holds Out

After more than three weeks duration, the strike of New York

terruption to normal operations.

.| Stock Exchange employees: continues, though  without noticeable in-
The New York Curb Exchange, on

the other hand, came to an agreement with its striking employees

on April 15. It entered into new®
contract for a period of two years
which is exactly like the contract
just expired March 1, with ex
ceptions noted below: :

The new contract preserves the
free choice of all employees as
to ‘union membership.

It continues the provisions of
the old contract -on maintenance
of union membership by those

who 'have . voluntarily ‘chosen to|"

join the Union, but it will pro-
vide a period of 30 days, after the
signing of the contract, within
which any employee may, if he
chooses, withdraw from the Union.
The withdrawal peried in the old
contract was 15 days. .

"The new contract continues the
provisions: of . the old contract re-
garding deduction of union dues
by the Exchange for all employees
who are union ‘members and au-
thorize such ‘deductions, except
that only new authorizations will
be acted on by the Exchange and
must be revocable at the end of

one year. : 4
The new contract, like the old,

may not be cancelled by either
party and continues the same
agreements of ‘the union not to
strike as have existed in the old
agreement, . # 2
The volume bonus plan which
the Exchange adopted in 1945, a-
it now exists, is to be incorporate.
without change in the new con-
tract., )
The new &agreement will pro-
vide an increase of 10% in sal-
aries, effective when the confrac
is signed. Salaries are fixed fof
the full period of the contract. .«
Despite. efforts of the Federz!
Conciliation Service, no agree-
ment appears in, prospect, yet be+
tween the New ‘York Stock Ex#
change and the striking union o>
its ‘employees. Picketing of the
entrances to the Exchange con+
tinues, but few disturbances have
been - reported, - Negotiations - be
tween representatives of the Ex-
change and of the Union, how*
ever .were still going on at the -
close of the market on April 21, :

1949
1950
1951
1952
1953

1.65
1.85
2.00
2,125

R. W. PRESSPRICH & CO.
BLAIR & CO., INC.

(INCORPORATED)

FHELFS, FENN & CO.
EURR & COMPANY, INC.
FREEMAN & COMPANY

'SCHWABACHER & CO.

25 Wall Street, New: York,

s
April 22, 1948 ’

rovide for the issuance of $39,

1.45%

HARRIS, I;IALL & COMPANY
L. F. ROTHSCHILD & CO.

THE ILLINOIS COMPANY
THE WISCONSIN COMPANY
THE MILWAUKEE COMPANY

To be dated May 1, 1948, Principal and s
New York City. Definitive Certificates, wil I« )
as to principal, Not redeemable prior to maturity. These Certifi
Certificates in temporary or definitive form will be available for d

considered reliable and. while not guarantee

$9,600,000

(First installment of a proposed issue of $39,240,000)
Pennsylvania Railroad
Equipment Trust, Series T

2%% Equipment Trust Ccrti:ﬁvca'.te‘s'

(Philadelphia Plan)

' To mature annually $640,000 on.each May.II, 1949 to;1963,’.inclu‘sive’: :

The Pennsylvania Rai.

¥ To be unconditionally gnaranteed as to payment of ]ﬁrztlcig;zl ;ﬂd dividends by endorsement by
: 3 ro mpany - - ; Y

These Certificates are to be issued under ‘an Agreement dated May-1, 1948; which will
240,000 principal amount of Certificates to be secured
y new standard-gauge railroad equipment estimated to cost not less than $49,050,000.

MATURITIES AND YIELDS
(Accrued dividends to be added)
1954 2.25%

1955 2.35
1956 245
1957 2.50
1958  2.55

Issuance and sale of these Certificates are subject to authorization by the Interstate C ommerce Commission,
The Offering Circular may be obtained in any Stale in which this announcement is
circulated from only such of the undersigned and other dealers as may
* lawfully offer these securilies in such State: :

HALSEY, STUART & CO. Inc.
BEAR, STEARNS & CO.

EQUITABLE SECURITIES' CORPORATION
HORNBLOWER & WEEKS
WILLIAM BLAIR & COMPANY
FIRST OF MICHIGAN CORPORATION

R. L. DAY & CO.
GRAHAM, PARSONS & CO.
KEAN, TAYLOR & CO.

THOMAS & COMPANY

1959
1960
1961
1962
1963

wm.
McMASTER HUTCHINSON & CO.
MULLANEY, WELLS & COMPANY

cem -annual dividends (May 1 and Novembet 1) payable in Philadelphia or
th dividend warrants attachedy in the denomination of $1,000, registerable
cates are offered when, as and if received by us.
clivery at the office of, Halsey, Stuart & Co. Inc.,
N. Y. The information contained herein has been carefully compiled from sources
d as to completeness or accuracy, we believe it to be correct as of this date,

| AIEORE A

7

2.625%
2.70
2.725
2.75

2.75

A. G. BECKER & CO.

INCORPORATED

GREGORY & SON

INCORPORATED

OTIS & CO.

(INCORPORATED)

HAYDEN, MILLER & CO.
E. POLLOCK & CO., INC.

F.S. YANTIS & CO.

INCQRPORATED -
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Banks and Tomorrow
. Assi%iani to the Pr
* Commenting on uncertainties regarding future, Texas educator foresees likelihood of more - deficit -,

- financing with- intensified inflation. Predicts bank rates will not soon rise, and.attacks Federal Resefve
buying of government bonds. Does not look for nationalization of banks and contends our. foreign

A sage oncé remarked, “The future is intensely interesting to me becau?e I intend to
live in it.” The future is interesting to all of us for that very good reason, and it becomes es-
pecially important if, as bankers, it is necessary for you not only to live in-the future but

to-operate?®

the banks of
our - country
safely and
soundly  for
your ‘deposi-
tors and prof-
itably for
your  stock-
holders. ,

1 find - the
most - impres-

sive, and only

definite, - fact

in today’s sit-

uation ‘is “the

fact of uncer-

tainty, = This

;o uncertainty

has been caused by the possibility
of increasing government control
over the operations of banks, in-
flationary tendencies, the  dis-
turbing influences of strikes,
rumors of war, government oper-
ations in the prganized commodity
markets, constant sniping at the
profit system, the future develop-
ments in credit control and con-
tinued vacillation in foreign pol-
icy, War and the New Deal have

By T. C, ROOT*

~policy is closely allied to inflation,

esident;, Texas TechnoIOgical lcdllege

of government bonds. The future
of government financial - policy
will determine the future of bank
investments in government bonds.
I think that in the future, as in
the past, banking policies will be
dictated primarily by the govern-
ment’s need for deficit financing,
with the apparent needs of the
business “economy  a  very poor
secondary consideration.

Mr, Binson told you yesterday
that selfish interests may prevent
a group.from favoring something
good for the nation as a whole.
With .your: large holdings of gov-
ernment: bonds, you would not
like to see their prices decline,
would you? I think we would
have 'a healthier economy with-
out a pegged market for govern-
ment. bonds, . The wartime. rule
requiring the Federal Reserve to
buy any bonds offered bv mem-
bers should be ended. It gives
the Treasurer an artificially low
rate of interest and permits banks
to. .create . an additional - credit
which can be spent as money. We
hear.much of government control

ruptured practically all old eco-
nomic relations and. substituted '
some new ones along with subsidy
and control, and the administra-
tion stands ready to try anything
which seems politically expedient.
There seems to be no place for
an economist except perhaps to
1ift his small ‘'voice to proclaim the’
ultimate sanity of economic inter-
dependence and the utter insanity
of militant nationalism ard way;
yet, I shall discuss three things:
the possible course of government
control in the future, the possible
erurse of business and the pos-
sible course of foreign policy,

Dilcinma of Federal Reserve

Federal Reserve officials find
themselves on the horns of a
dilemma. - They know they can-
not raise discount rates and Re-
sérve requirements and at the
same time support the market for
government - bonds, | The recent
advance in discount rates and
Reserve requirements was accom-
plished by a drop in the bond
market because a raise in Re-
serve requirements brings about
the sale of bonds. The only way
oven for credit control then seems
to be the individual bank’s efforts
to curtail credit. In England the
Socialistic Government has made
very little attempt to control the
domestic - policies  of banks, = al-
though exchange control = has
been rigid to the extreme, In
this country we have had control
in the form of repeated warnings
from Federal and State banking
authorities and a campaign for
voluntary restraint by the Amer-
lcan Banks ~Association, - These,
coupled with rapid loan expan-
sion, have served effectively to
prevent.speculative banking. ~An-
other strong  force often: over-
looked is the skill and ability of
the bankers coupled with a desire
and determination to keep their
banks sound ‘and solid.

Of course, the banks are in-

separably bound to the economy
of the nation and the course. of
business determines the .course of
banking. . Banks are also irre-
vncably tied into government fi-
‘mancing. through the purchasing

_ *An address by Mr, Root at
joint meeting of the South Plains
Bankers Association and the
Sbuthwestern Bankers Associa-
;g:&, El Paso, Texas, April 10,
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| ernment credit, :

‘of credit—we need control of gov-

What About Unbridled Inflation?

inflation versus deflation are
fairly evenly balanced, - it takes
but little to tip the scales: either
way. Truman’s message ‘seemed
to " bring an “abrupt change in
business psychology, with caution
almost” disappearing,” ‘The swift
passage of ERP, the tax cut of
34 biliion. the almost certainty of
a large increase in the military
budget, and the usual interrup-
tions of production due to:strikes,
have ‘furnished: an impetus  up-
ward -and. almost completely re-
versed ' the direction of recent
cautious thinking, .~

Another Siege.of Deficit Financing
We are in for another giege of
deficit financing which; when
superimposed - upon -our - present
heavy debt, will be an almost un-
bearable ' strain upon our  eco=
nemic system. In the past the
worid’s wildest inflations; ending
in the complete wreckage of the
value of money, have beea ac-
companied by a ‘succession  of
badly unbalanced national bud-
gets. Debt retirement is defla-
tionary and no party in power
wants. deflation. Unfortunately,
the party out of power is always
the one that talks economy. Defi-

I do not believe our present
{ form of government, or of eco-
nomic, activity: can survive an-
i other, war, or weather a period of
unbridled inflation and its after-
math.” We have too many veople
who are readv and' anxious 1o
| convert to a fully nlanned and
jmanaged economy, - We have: too
| many groups who turn tn the gov-
ernment for relief, assistance or
subsidy in any. real of fancied
emergency, TFor 16 vears we have
had a tyve of administration that
encouraged this tendeney in order
to perpetuate itself. It has be-
come. quite common tn. point the
finger at “‘big bus'ness” or “Wal!
Street”. or “the monev lenders,”
and some are constantlv sniping
at profits. . I do not believe the
banks as a whole are oven to this
Kind of rabble-rousing scane-
goatism. especially in this section
where the citizens know. and re-
spect and have constant business
contacts with their bankers.

I do not believe the government
will" attempt to: take ‘over: our
banks. Banking is too highlv de-
centralized and to work a highly
.decentralized system with detailed
rules would certainly create more
nroblems than ‘it would solve. I
feel quite certain that if we had
branch banking with few central
offices, government planners
would  make every effort to get
firm control, So far in this coun-
try, the peovle have accepted
executive controls only in time of
war.. I hooe we will continue to
reject controls in time of peace.
If war comes, it is needless for us
to. worry . or try to: predict. be-
cause government controls will be
clamped on and will stay on and
vou . will- again become. clearing-
houses of ration tickets and gaso-
line coupons.

Last vear: at this time -at the
South Plains Bankets convention,
I predicted a downturn in busi-
ness for:- the last half of 1947. 1
was: wrong, - 'This time T am pre-
dictine a boom for the last half
of 1948.. I hope I am wrong, for
a boom will Jead to wilder infla-
tion with collapse following. It
seemed - that prior to the Presi-.
dent’s speech on: March 17, the
forces of inflation had about run

cit financing is inflationary, and
in this country has been by far
the most powerful inflationary
‘force. The trith is that you can+
not- bring about-a litte deflation
nor a little inflation. Once started
the same forces that started either
condition snowball and become
major developments. There is nc
stopping place for inflation except
economic ruin. The same thing
can be said for militarism once! i{
is injected into the system, except
that it has no stopping place short
of' complete military defeat at the
hands of another country. Defici
financing is opposed to. higher
bank rates. Higher bank rates arc
the forces of credit control anc
stabilization. We are not to have
higher rates in the near future

Our foreign policy is so closely
allied to' inflation and resulting
business conditions that it is dif-
ficult to discuss each separately.
Also, our foreign policy is now
almost entirely in the hands of
the ex-military. We need to strike
a balance between military power
and ~ economic interdependence.
Happiness in the home is engen-
dered by economic security. Peace
between nations comes when
those nations are engaged in
profitable, and mutually bene-
ficial, commercial intercourse. ='A
strong military department, mu-
tual trade agreements, favorable
tariffs, ' and non-discrimination,
are equally important in foreign
poliey. It is not good when some
of our people suspect the military
of ‘beating the drums and waving
the flags just at appropriation
time each year. :

The Foreign Policy
~ In the past, our foreign policy
has had only one characteristic—
vacillation. There have been de-
lays, confusion and secrecy, and
by the time the policy has been
discovered it has been réversed.
Appeasement is a  word taal
should have no place in our gov-
erninent’s dealings with any other
government. It is a word which
is - beneath = the dignity of the
United States of America. I thiak
we are all agreed that our foreign
policy should be firm from now
on and that the power should be

their course, When the forces of
expansion versus contraction: or

present with which to back the
policy. )

One thing "séems certain for the

: future" in* the territory ‘served by

your associations: assets, deposits,
and capital funds of your banks

" | will continue. to increase with the

continued ' economiz -development
and_.cxpansion of tnis great area.
This increase - will be " brought
about by continued increases in
population” and "in industrializa-
tion, accompanied by a more com-
plete utilization "of natural: re-
sources. It seems entirely safe to
say that this defiaite trend will
continue in war or peace.

' For the future, it seems that
the banks in this terrilory will be
forced to go more.and more into
departmentalization, and as gov-
ernment agencies and others fac-
tors take business away hunt new
f.elds for profitable operations.
As‘the drug stores took business
away from the hardware aad
‘jewelry stores, and as department
stores took business away from
drug stores and others, the indi-
vidual bank will have to make
new business, and go out and get
it. Banks’ participation in instal-
ment loan business has not yet
been developed to any great ex-
tent. The personal loan depart-
ment offers real opportunity for
increased profits. Most of the cus-

tomers. of a bank do not use all
of iis services. Indeed ‘many are’
not aware of ‘all of the services
offered.by. the bank.

The bank will have to pay more
and more attention to public rela-
tions, to the education of present
and ' prospective | customers, . to
keeping 'the public  informed so
that" its. opinion may be shaped
intelligently. ?

The banker as a citizen will
have to take an active and mili--
tant part in local and national ‘po-
liticai affairs on '3 non-partisan
basis.. The leading citizens of the .
old West formed themselves into
vigilante « bands  to . discourage
murder and pillage and to bring
law.ond order to their communi-
ties. The ciiizens of the present
day West need to form themselves
into good government leagues, to~
choose condidates and ' persuade
these candidates to stand for elec-
tior, ' to  support their election
campaigns and to insist that once
elecied, the representative works
free of group pressure, free from
class prejudice, free from the de-:

sire 1o perpetuate himself in of-
fice. We need to demand states-
manship in-our Government serv-
ants.

‘into a deficit.

Nadler Foresees Revamping of
Fiscal Policy with Budget Deficit

. Looks for new powers over money market and credit expansion
should bank deposits and lending increase. :

-~ Speaking at the Eighth Annual Forum of the New' York, Chapter

of the American Society of Chartered Life Underwriters in New York

City on April '16, Dr. Marcus Nadler, Professor of Banking and-Fi-
nance at New York University, warned of additional controls over the

money. mar ¢

ket and credit, | tain’ new powers over the money
sheuld the in- |market and over credit expansion-

flationary|

spiral become
“accentuated
by a budg-
etary deficit.
“The pres-
ent crediv pel-
dcies of the
monetary
authorities
rest on two
props,” Dr.
Nadler said,
“first’ the
maintenzance
of an-'orderly
government. bond market and, sec-
ond, the redemption of Treasury
obligations held ‘primarily by the
Reserve and commercial banks.
“Through this policy the Re-
serve banks, despile the fact that
they acquired a large amount of
long-term governmentobligations,
were able to reduce their holdings
of government securities and thus
narrow .the credit . bagse- of the
country and reduce the abiiity of
the banks to. create additional de-~
posits through lending and in-
vesting. So long as the surplus of
the Treasury is maintained and
the -authorities are able through
their redemption policy to coun=
teract the reserve balances cre-

Dr. Marcus Nadler

ated by the acquisition of govern--

ment securities, this policy -can
and will be effective:

“An entirely different problem
will arise, however, if the surplus
of the government is converted
The recent action
of :the Congress in lowering taxes
by $4,800 million, plus the need
for rearming, which during the
next - fiscal year may  increase
military expenditures by an addi-
tional $3 to $4 billion, havs cre-
ated the possibility that the pres-

‘ent-surplus may be converted intc

a deticit.. Once this occurs and
particularly if the volume of bank
deposits should rise through in-
creased lending and investing, th:
monetary authorities will = find
themselves before a very- difficult
task.- If-they: then wish to curb
credit expansion they will have to
abandon the present. policy - of
maintaining the government bond
market unless, of course, they ob-

by the commercial banks.

.“As conditions are at present it
is highly doubtful whether the,
monetary authorities will abandon
their policy  of maintaining the
government bond market. First,
such a move would greaily com-
plicale the refunding operations
of the Treasury afaid would mate-
rially increase tie debt burden of
the country which already ex-
ceeds $5 billion. Second. the sta-
bility of the government bond
market is considered an impor-
tant cornerstone in the general
stability of the economy of the
country. - A material .decline in- -
prices of government obligations -
accompanied, as it would be, by a
corresponding decline in prices of
high-grade corporate, State and
municipal obligations, .could in-
ject an element of great uncer-
tainty into the business picture of
the country. Thirdly, the mone-
tary authorities' must  consider
how a sharp break in government
obligations would affect holders.
of Series E, F and G bonds which-
are demand obligations: If the
latter should  decide to redeem
these obligations it would not only
cause embarrassment to the Treas-
ury but also if the proceeds of the
sale of these securities were spent
they would greatlly stimulate the
inflationary forces. o

“Because” of these -factors and
since the Treasury is now start-
ing a new drive to sell such obli-
gations to. the public in large
amounts, it is' highly doubtful
whether the monetary authorities
will abandon the  present policy
of maintaining the government’
bonct market.”

New York Stock Exchange.
Weekly Firm Changes

The New York Stock Exchange
has.announced the following firm
changes:

B. Walter Vos will retire from
limited partnership in Boody, Mc-
Lellan & Co., New York City, on
April 30.

J. Harrell Howe will withdraw
from  partnership - in James M,
Leopold & Co., New York City, on
April 30,
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Chicago Purchasing Agents Répori
~Some Slipping of Business

P. C. Patch, Chairman of Business Survey Committee, sees deliv-
eries better and faster and says for first time since 1947, more firms

reporied greater employment decrease than increase.’ Hints tax
redaction and ERP may again change trend.

3 In the report of the Business Survey Committee of the Purchas-

ing Agents Association of Chicago, of which'P. C. Patch is Chairman,

a slignt downward movement of business is reported’ for March as

compared with February. The basis for the conclusion, arrived at by
g : ! analyzing. re-9-
turns from
member - con-
cerns, is sum-=
marized as
follows:

(1) Deliver-
ies were bet-
ter - tor: more
than half.

The 53 %
mentioning
faster deliv-
eries is the
best since last
August. -

(«)Prices
s how a
marked ten-

dency toward stabilization.

Those who had to pay higher
prices last month were the fewest
in number since the start of sur-
vey.

(3) ‘Inventories are lower.

More- members reported a re-
ductlop in average -inventories
than, in any month. since June
1946.

(4) Employment shows a gen-

~ eral trend toward the lesser side.
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What JG°"°“‘V‘“°-"‘"‘ Expects of Corporation Reporls

By WILLIAM W, WERNTZ*
With Touche, Niven, Bailey & Smart, Accountants
Formerly Chief Accountani, Securities & Exchange Commission

Former SEC accountant, in calling attentfon to burden of formulating reports to various government

" agencies, ‘opposes establishment of single agency to receive and distribute reports. Upholds present

system of having report forms approved by Bureau of the Budget. Says real difficulty is in different

purposes for which report information is obtained, anid admits much data has little or no use.: Concludes
it great deal remains to be done in simplifying and clarifying report forms. '

For a long time, but most especially in the recent past, a great deal of the factual in-
formation necessary, first for the adoption and later for the administration of legislative .
Conclusion programs, is derived from reports furnished by American business corporations to govern-

Business has evidently begun to | ment — be it i A i

slide off about as precipitously as | Federal, State which to ‘base its decisions. . The
n. last year's second . quarter. or:local. It is question now is not whether, but
Jowever, we have all heard much |[C 0‘'m’'m 0 n how" toget "proper "data before
,f the European Recovery Plan, knowledge those in the government—Federal,.
arge orders for aircraft manufac- that in  our State and local—who must make
wurers, and the new defense pro- | €conomy the decisions, and I include in the
sram.. It will be interesting to part played by word government not merely the
see if the volume of these expen- | pusiness .con- executive, but especially the legis-
ditures together with other gov- ducted in cor- lative~ and  the  judicial  depart-
srnmental activities, such as re-porate form is ments.

cent tax reduction, will be suffi- |vast in size - This is not to say that no fur-
~ient and come fast enough to put jand of ex- ther problem exists, Corporate re-
us back on the upward track again {tr eme im- ports to' government ' like "any
in the next few months. : “|portance to other business matter ought to be

: Llcloel'lon\;vyh OI}1e tailored todfit _tt}}xle,goverfnr{legltl’s
le’ Kane, Rogers Go. i In= proper needs with a careful bal-
To Open in Chicago

deed, there is ancing of benefits against cost in
some: feeling - ;i time and effort, and neither. busi-
that many corporate enterprises ! ess nor government can be the

CHICAGO, ILL. — Alm, Kane,
Rogers. & Co., will be formed with
Hffices at 39 :South La Salle Street

R

out preamble, I would like to take
up some of the specific questions
which your Chairman has sug-
gested would be of particular in-
terest to you. I want to approach
these as practical business prob-
lems that must be solved for the
benefit of the general public wel- |
fare and not at all in the sense of
a justification of ahy particular
demand for data. -Necessarily, I
can express only my own persos-.
al point" of view “which-may ot
may not coincide with that of the
agency with which I was recently
associated or, indeed, with that of
any of my present associates.
Perhaps the most frequent sug-
geslion toward easing the task of
corporate reporting has been to
create some sort of overall report
filed" with 'a' centralized agency'
which “‘would then dfsseminate to
interested - agencies “'such of the
information as ‘was necessary or
pertinent to: their activities, The
idea is'a most inviting one and it
may be that it can be achieved in
whole, or at least in part.  How-

P. C. Patch

William W, Werntz

are now so large in size and affect | sole judge as to what is or is not
so many customers; creditors, in- necessary data, and what is or is
vestors and employees that they | not' too ‘costly and time-consum-
have almost bcome affected with |ing to prepare. It is an area where
a public “interest. It is not the |cooperative joint-discussion is the
.| ieast surprising, I think, that un-|only satisfactory means of solu-
der such conditions.government is | tion and there have been ‘a good
becoming: more and more depen- | many examples in recent years of
dent on information about, and |jyst that. Undoubtedly there have
furnished by, such companies. It | heen many instances. of ‘improvi-

Employment: level is interesting:

in several respects:

‘Fewer members reported an in-
crease than in any month since
June, while the largest percentage
since October, 1945 found employ-
ment reduced from = preceding
month. ~Also, for the first:time
since May, 1947, more firms re-
ported employment decreased
than found it.increased. -

(5) Production declined on bal-
ance. .

Lower production “was experi~
enced by 30%, the largest number
since Febiuary, 1946.

(6) Order backlog was reduced
‘for a small majority.

The “smaller” side of order
backlog showed the most so re-
porting since May last year,

(7) No change in the buying
policy. It is. almost entirely 90
days and less: :

(8) Finally, business conditions
are the same or poorer for a sub-
stantial majority. .

The largest number since the
survey ‘began said they thought
“business  conditions’ were worse
‘than in the month before.

For the most part, sufficient
materials evidently are available
for prompt shipment to permit
‘production t? ease off somewhat,
and to put brakes on the price
spiral. ‘This situation is aided by
the apparent increased output per
‘man hour and: results  in short
term buying, smaller backlogs and
less need for stockpiling of inven-
tories.

Special Questions

If no more orders were received
after -today, almost two out of
three would complete their order
backlogs - within 90 days. The
heaviest percentages fall in the
two; three and fpur month cate=
gories. Thus, when taken in con-
junction with amount of produc-
tion materials already on hand,

vorder backlogs bear out the buy--

ing policy of 90 days and less.
One member even stated that the
order backlog of his firm would
bé completed in three hours.

The employment level is still
.high when we see that 79% of the
reporting members found their
-firms’ employment had not varied
more- than 10%, either up or
down, from what it was the first
of the year. However, 10% more
firms experienced declines than
increases. ;

|
J
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Vincent T. Kane

to act as underwriters and dis-
tributors of industrial real estate
and public utility - stocks: .and
bonds and over-the-counter se-
curities. Officers will be Paul E.
| Alm, president; Vincent T. Kane
and Arthur W. Rogers vice-presi-
dents; H. J. Wickstrom, treasurer;
‘[and Marion Frieburg, secretary.
| All officers were formerly with
C. L. Schmidt, &' Co.

SEG Orders NASD
To Admit Firm

Overrules refusal of membershi

of Wilmington, Del.

The Securities and Exchange
Commission, on April 15, ordered
the National “Association of Se-
curities Dealers, Inc., to admit to
membership the firm of Dewitt
Investment Company, of Wilming-
ton, Del. The firm had been.re-
fused membership to the NASD
and appealed to the SEC .to have
this decision reversed.

had refused membership because
Dewitt’s principal officer, Paul K.
Guthrie, was suspended from the
Philadelphia Stock ' Exchange in
1922. Tt also stated that the NASD
had’ found' that the Dewitt con-
cern was not regularly engaged
in ihe brokerage business. “We,
of course, endorsz: the efforts of
the NASD to maintain the highest
possible standards and we appre-
ciate that the position it has urged
is based on its desire to attain that
objective,” the SEC ruled. It said,

hinged on interpretation of law.

Merritt Robinson Opsns -
EAST ROCHESTER, N. Y.—
Merritt I.. Robinson is engaging
in a securities business from of-

fices on Eaglehead Road.

.| obtaining. such .information -or'in

7| sceems to me our ecgnomy'has got-
/15| temi to :a point where the self-

to Dewitt Investment Comparly |

The SEC said the Association |

however, thé question involved

would :be most « surprising -and
most ‘dangerous  if - government
were to undertake to proceed with
its -affairs and ' policies  without

spite /of the :data .furnished. It

interest of the corporation is clear-
ly best served by seeing to it that
government has adequate and reli-
able” business data before it on

#An address by Mr. Werntz be-
fore the Brooklyn Chapter, Na-
tional Association of Cost Ac-

countants, Brooklyn, N. Y., March | q
g i © With this somewhat long drawn '

24, 1948. . .

area of

dent and unnecessary demands for
information and there have like-
wise ‘been, in my: opinion: based
6n my own experience, some un-
reasonable refusals and delays on
the ' part - of those requested . o
supply ‘data. In this important
informational requests,’
an advisory committee of - busi-
ness ‘and professional men . 'has
performed  valiant and valuable | edly can point out a good many
services both in resisting and de-
feating unreasonable demands for
data, and on the other ha
persuading the reluctant o

uate information.

nd ‘in !
f the ’ as well as: the opposite situation.
real importance of supplying ;ide— | This poses the first and perhaps

ever, ‘it does provide some' very
difficult - questions “both for "re<
porting companies and for the re~
cipient agencies. J LAl
You are much more aware than
I ‘of the breadth and variety 'of
information. you now are asked
16 furnish, and the number of dif-
ferent -agencies to’ which 'such
data is:sent, You also undoubt-

| cases in which other companies
furnish data which you. do not,

the greatest difficulty with the
(Continued on page 40)

New Issue

Salomon Bros. & Hutzler
L. F. Rothschild & Co.
Clark, Dodge & Co.
Laurence M. Marks & Co.

Thisannouncement is nol an offer of securilies for sale or a solicilation of an offerlobu y securtlies.

$30,000,000

Consolidated Natural Gas Company
234% Debentures Due 1968 ‘

Price 100%%

‘ blus accrued interest from April 1, 1948

Copies of the prospectus may be oblained from such of the undersigned (who are among
the anderwriters named in: the prospectus) as may legally offer
; these securities under applicable securilies laws.

Dillon, Read & Co. Inc.

Union Securities Corporation

A. G. Becker & Co.

Incorporated

Dick & Merle-Smith
Reynolds & Co. - Bramhall, Barbour & Co., Inc.

April 22, 1948

Bear, Stearns & Co. - :
Blair & Co., Inc. .
Estabrook & Co.
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Report Building Contracts at High Mark

Thomas S. Holden, of F. W. Dodge Corporation, says construction contracts east of Rockies in first
i " quarter of 1948, exceed previous year’s by 239%,.

Thomas S. Holden, President of F. W. Dodge Corporation, reports that a new first-
quarter high mark in dollar volume.of construction contracts has been set in the 37 statss
east of the Rocky Mountains with a total of $1,986,936,000. This volume surpasses by 23%

he previous
drst - quarter.

.ecord - estab-

tished " last

year. .

While the .
dollar volume

f residential

2ontracts ‘was

maintained at

1 level equal
- to the first

quarter of last

vear, nonresi-
dential con--
tracts werp
. up 42% and
heavy engin-
eering awardg"
increased 46%
able " period  of
the corporation’s
ports discloses.
Mr, Holden, in an interpretation
of the activity record, pointed out
that the sharp increase in. con-
struction costs during the last year
accounted for some, if not all, of
the dollar volume gain.

The physical  volume of non-
‘esidential space as measured by
square foot floor area and covered
'nder  contracts awarded in the
‘irst quarter was’ substantially in
*xcess -of that ' reported “for the
~orresponding period of last year,
Mr. Holdep said, At the same
‘ime, considerably less new floor
wrea -1s reported - for - residential
Huildings,

" Thomas S. Holden

over the compar-
1947, analysis of
field project re-

Middle Atlantic States—The to~
tal of contracts reported  in the
first quarter was $275,265,000. to
show.a 29% gain over the first
quarter of last year. Non-resi-
dential awards were up 61%, resi-
dential awards were off 3%, while
heavy engineering contract vol-
ume was almost double that re-
ported for the first quarter of
iast year.

. Southeastern States—The dollar
volume of contracts reported for
this area in. the . first quarter
amounted to $225,655,000 to show
a 27% gain over the total reported
for the corresponding quarter of
1947, Non-residential contracts
were up 42%, residertial contracts
increased 36%, while heavy en-
gineering awards were down 3%.

Western Pennsylvania and Wes!
Virginia—The first-quarter do’lar
volume ‘of $90,844,000 was 14%
greater than that reported for thz
orresnonding period of last year.
The advance was marked by an
86% gain in non-residential con-
tracts, and an 85% gain in heavy
engineering awards. These vol-
ume increases were more than.
enough to offset a 54% decline in
residential contract 'volume.

Northern and Eastern Ohio —
Contracts awarded 'in the: first
quarter were 13% higher than in
the corresponding quarter. of last
year. The total was $80,239,000,

Gains in- dollar: volume of con-

: ':truction contracts weve * shown
or 11 of the corporation’s 15 re-
porting . -regions: i~ Those areas
whose gains- were / equal to or
greater than the average for the
37 statgs are: upstate New York:
the Middle Atlantic states; ‘the
Southeastern sta tes; southern
Michigan; northern Ilinois, Indi-
ana, Iovya and W!sconsinZ eastern
Missouri, southern Illinois, west-
¢rn - Tennessee  and Arkansas;
Louisiana and Mississippi; Min-
 nesota,. North Dakota, -South Da-
ta; western Missouri, ‘Kansas,
Nebraska. and Oklahoma.: - Other
reglons showed a gain over the
first - quarter of last: year except
Ne\gv England, down' 7%; metro-
politan* New York and northern
Ne\_:v Jersey, off 2% southwestern
Ohio and Keéntucky,' down 19%;
and Texas, off 49,

New Englan d—Construction
contracts awarded . in the first
quarter totaled $99,064,000 . and
represented a decline of 79 from
the total reported for: the corre-
sponding period of last year.: Non-
Jesidential volume showed a gain
of 7%, residential volume was off
48%, and heavy engineering . vol-
tme was more: than double that
reported in the :first quarter: of
last year. The Dodge corporation
reported that 449 of the dollar
valuation of total awards was for
projects classified 'ag publicly
owned against a percentage of 18
in the first quarter of Jast year,

-Metropolitan = New York - and
Northern New Jersey—The dollar
voluxpe of construction awards in
the first Quarter totaled $226,778,-
000 agams_t $231,161,000 ‘in  the.
corresponding ' quarter - of 1947,
Nqn-remdential volume showed a
gain of 1%, while heavy encin-
eering  contracts - declined 17%
compared with the first quarter of
last year and residential -awards
were down less than 19,

Upstat_e New York—Marked by
substantial increases in residential
and heavy engineering contracts,
.the dollar volume of $74,803,000
reported for the first quarter was
55% - greater than that shown for
-the corresponding period of last
year. Nor_l—residential contracts.
with a gain of 29%, alone were
b_elow the 37-state average gain,

gitized for FRASER
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Non-residential .building awards
increased 55%, residertial con-
tracts declined 19%, and heavy
engineering awards showed a 6%
gain.

Southwestern Ohio and Ken-
tucky—Moderate declines in resi-
dential 'and non - residential
awards were reported during thz
first quarter, total awards being
$45,469,000, and representing an
over-all drop of 19%. Heavy en-
gineering awards showed a gain
of 5% during the first: quarter
compared with the volume re-
ported for the corresponding pe-
riod, of last year:.

Southern’ Michigan—The  dollar
volume of first. quarter contracts

totaled '$93,767,000 to place the|
area with a gain of 29% over the |

first ‘quarter of Iast year some-
what in advance of most other re-
gions east.of the Rockies, ' Non-
residential .awards in the first

-quarter were 84% higher than last| | ||

year,. residential awards were up
5%, while ~ heavy engineering
awards showed a gain of 3%.

* Northern Ilinois, Indiana, Towa,

$69,593,000, Non-residential
awards doubled in the first quar-
ter over the corresponding three
months of last year.. Residential
awards were up 22%. Heavy en=
gineering awards showed a 5%
- gain. g
Minnesota, North. Dakota and
South Dakota—With sharp in-
creases in-March, the area total
for the first quarter amounting to
$52,726,600 reflected a 64% gain
over that reported for the corre-
sponding period. of last year.
WNon-residential . awards, with a
particularly heavy March volume,
were -slightly more than double
the total shown for the first quar-
ter ,of last year. Residential
awards showed a decline of 10%,
while heavy  engineering awards
were up 74% for the quarter,
Western - Missouri,  Kansas, Ne-
braska, < Oklahoma — This area
showed the second heaviest yvol-
ume gain of all regions in the
Dodge reporting area east of the
Rockies during the first quartar.
The' total volume of $126,196,000
was 81% higher than that re-
ported for the corresponding pe-
riod of last year. The advance
was marked by a gain of 130% i.n
heavy engineering awards. Resi-
dential contract volume was up
53% and non-residential -awards
increased 58% in the quarter over
the corresponding pericd of 1947.
Texas—The state of Texas
showed a modest 4% decline in
the first quarter with a _total_of
$168,977,000. . Heavy engineering
awards were up 43%, but the gain
was insufficient to offset a 25%
decline reported for non-residen-
tial awards and a-4% decline in
residential contract volume.

Tony Bottari Joins -
Wm. R. Staals Staff

{Special to TrE FINANCIAL Cmgnmm)

SAN ' FRANCISCO, CALIF.—
Tony Bottari has become ‘associ-
ated with- Wm. R, Staats Co., 111

Wisconsin, ‘Northern Michigan — |

With' a total' dollar :volume : of
$245,047,000 - in: the first quarter;
the region showed a 47% advance
over the corresponding quarter of
last ‘year. ‘The gains were par-
ticularly = pronounced ' in ' non-
residential awards, which were
up 98%. Residential contract vol-
ume gained 7% and heavy engin-
eering awards were up 45% in
the quarter. . . :
Eastern Missouri, Southern Il-
linois, Western Tennessee and
Arkansas—T he greatest geins
among ' the ‘15 major Dodge re-
porting areas were reported - for
this region during the first quar-
ter; with a volume slightly more
than double ‘that ‘shown for the
corresponding period of last-year.
Total contract volume of $112,-
613,000 reflected a gain of 178%
in non-residential awards, an in-
crease of 75% in residential con-
tracts, ‘and .a 53% increase ' in
heavy engineering awards.
Louisiana and Mississippi-—Con-
tract volumein the first quarter
was running slightly ahead of the
average for the 37 eastern states;

with -an over-all 28% ‘gain re-
ported on. the basis of ‘a 'total of

Tony Bottari

Sutter Street. He was formerly in
the .trading department of : Blair.
& Co., Inc., and prior there to
was manager -of the trading de-
partment for Sutro & Co., and
Mitchum, Tully & Co. >

Russ Turkey Blind to
Be Held on April 30

SAN ANTONIO, TEX.—Russ &
Co. of San Antonio is holding a
“turkey blind” at the Texas Hotel
on April 30 from 4:30 to 7:30 p.m.,
d‘uring the meeting of the Texas

.| Group of the Investment Bankers

Association which will be held in
Fort Worth from April 29-May 1.
+-The firm has issued very amus-

ing invitation's,,‘ in the manner of
a gay-ninety wood cut,

[ Public 'Iﬁi_lity Securities

Kansas Gas & Electric

American Power

& Light has announced that it will sell 250,000

shares of Kansas Gas & Electric common stock, out of the 60,000

shares which it owns and

which constitutes the entire issue outstand-

ing. It has asked the SEC for 2n exemption from competitive bidding

requirements.

the compromise method now ‘in
vogue, the company has invited a
number of - investment. banking
houses to look ' at the deal. It is
understood that some seven houses
are currently interested and some
of them are sending representa-
lives to look over the property.
Eventually the company- will se-
lect one dealer, who. will “then
“negotiate” with the company, and
form. a group to sell the stock.
There is no indication :yet as to
the offering  date, but this will
probably be in the nezr-term fu-
ture if market conditions remain
generally favorable,

While the prospectus: does not
so indicate, it appears likely that
American Power & Light will use
the. proceeds of sale of this stock
to increase its equity investmen.
in other subsidiaries, in connec-~
tion with their’ construction fi-
nancing 'needs. Eventually, of
course, American will be dissolved
(lwo plans: were recently filed
proposing bases for allocation of
assets to the preferred and com-
mon stocks).  The remaining 350,-
000 shares of Kansas will be dis-
tributed in accordance with the
eventual plan adopted and ap-
proved by the SEC and a Federal
Court,

Karsas Gas & Electrie, with
headquarters at Wichita, was in-
corporated in 1909 and its char-
ter runs to 1980. The business is
all-electric, the gas business hav-
ing been disposed of in 1925, The
territory served includes most of
southeastern Kansas (about 6,000
square miles) and a very small
part. of Missouri near the State
line. ' Retail . electric service is
provided to 114 communities in
Kansas with a population of 304,-

*000; Wichita with a population of

160,000 provides about half the
company’s revenues. - Wholesale
service is also provided to 22 com-
munities with a population of 40,-
000." The ‘business in Missouri' is
negligible. . R R

The territory served-is largely
agricultural;’ “but * mineral :re=

sources, including coal, oil and gas|

and the processing’of these and: of
agricultural. products comprise a
substantial- portion' of ‘the area’s
economic aclivity. Diversified in-
dustries in the area include flour;

{feed  and -alfalfa milling,” meat

packing' and the manufacture of
farm - implements,  oil ' field ma-
chinery, - cement, ™ clay ' products
and fertilizers. ' In addition, Wich=
ita is a major center of the avia-
tion  industry “in' the southwest.

The company’s average revenue
per residential - kwh was 3.48 cents
in 1947, and average annual sales
to  residential = customers: = were
1,265 kwh. While these figures are
somewhat less favorable than the
national ‘averages, ‘this is doubt-
less explained by the rural char-
acter of -the area. -

The ' company’s earnings and
dividend record in recent years
has been as follows:

Earned Paid
$1.60
1.60

1.20

*Not available in Prospectus.

TTwelve months ended Feb. 29,
1948. A
iCalendar Year 1947.

These earnings are after pro-

visior: for amortization of elzctriz

However, unde®

plant acquisition adjustments
amounting ' to $85,685 a year,
which amount would be' equiva-
lent to 14c a share (before any
tax  savings). Depreciation and
mainicnance expenditures in 1947
were about 13% of revenues.
Property account is stated at orig-
inal cost, and the common siocl
equity is about 28%.

N.Y. Allomey General
Freczes Assels of
Edward R. Parker Go.

-Charges concern with appropriat-
ing customer’s securities without
consent to get bank loan.

Altorney General Nathaniel L.
Goldstein of New York State, on
April 14, obtained a court order
to freeze the assets of Edward R.
Parker Company, Inc., securities
dealers of 165 Broadway, New
York City, on the ground that the
firm wused stock  belonging to a
customer, without his consent, to
obtain a bank loan, and thus save
it frcm bankruptey.  The same
order also freezes the ‘personal
bank and trading accounts of the
company’s officers: Edward R.
Parker of Metuchen, N. J., Presi-
cent; Mrs. Anna E. Parker, his
wife. ' Vice-President, and Ben~
jamin E, Fuqua of 13 Charles
Street, Secretary.

Irregularities in the company’s
books were {irst noticed by the
Securities and Exchange Commis~
sion during a routine check of the
company in 1947. The matter was
then referred ‘to Mr. Goldstein.
Assistant Attorney General Jokn
Trubin told the court that his in~
vestigation : showed the Parker
Company was on the “brink of in-
solvency” in December, 1947, and
was anxious to fortify its finan~
cial position to impress the SEC
examiners as of Jan. 1. x
A/

The Birth of the
Republican Parly

Many letters of commendation
have been received: regarding an
article by Noble Berrien ‘in our
issue ‘of ‘March 18 last regarding
the ' “Birth of ‘the: Republican
Party.” - We omitted saying that
the small frame school building,
in. which- the ‘Republican . Party
was -organized, - i3 “now on the
Campus of Ripon College (Wis-
consin) of which Dr. Clark G.
Kuebler is President. Dr. Kuebler
is also President: of the National
Guild:* of - Churchmen - of the
Protestant Episcopal Church, a
lay organization. :

William Troutman Abptd.r

Officer of J. B. Dunbar Co.

LOS ANGELES, CALIF.—John
B. Dunbar & :Co,, 634 South
Spring Street, announce that Wil-
liara Troutman has been: elected
to the Board of Directors and has
been appointed - Secretary = and
Treasurer of the firm. :

Converse, Pokorny & Co.

Formed in Allentown
ALLENTOWN, PA—C. V. Con-~
verse & Co. and J. M. Pokorny &
Co. announce the merger of their
firms to be known as Converse,
Pokorny & Co., with offices in
the Commonwealth Building, The
new organization will conduct a

general sgcurities business,
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Life Insurance Companies and Equity Financing

- =27 (Continued from page 6)

“ acerue and thé utilization of these
" savings by borrowers who want
“to put them to work.” Most of you
“would. probably -agree- that, "if
savings accrue-in larger ‘amounts

“'than ‘can be 'put to work," there

i would be a tendency for the coun- i

“try’s economyto’slow down.
! “Fortunately, there is little evi-
dence “of over-savings, as some
" people like to call;it, or under-
“investment, as other people prefer
_to speak .of ;it.. "To the contrary,
“there is somé evidence that-there
i€ more demand for money for the
“ creation of new. capital that there
is money beitig- madeé available for

that jpurpose by ‘the accrual of:
1, for one, belieye this.

_savings.

‘country is’'greatly under-

- mechanized and uhder-capitalized, -

‘i and ‘around’the 'home,; in the
office,-in the mines, factories, and
transportation” " and ' distributive
" systems, and’ within the realm of
government . for. such  things as

roads, bridges,  Schiools, libraries, |

post offices, hospitals, playgrounds
- and ‘parks.  “In ‘short, I do' not

“‘agree that-our economy has'grown|

“old and decadent, but rather ‘that
it is ‘still vigorous “and ' dynamic
- With ‘great -opportunities for fur-
thér growth. ~The vitality of ‘our
- economy - was well demonstrated
by the pictorial ‘presentation: we

“have just witnessed in’this room.

1 have “every belief that, if ‘the
innate optimism-and natural de-
+ siresof “our people are not: un-
necessarily © hampered  or dis-
+ couraged by the':confusion and
uncertainty of governmental di-
rection ' and ~action, ‘there will
. continue for a long'time 'to be
amplé opportunity.for ‘putting . to
work all the savings that:accrue.
" However; - it ' takes ‘more . than
just a demand for money to keep
savings moving into:suitable and
profitable channe 1s.
must ‘be available in a'form and
at a rate satisfactory to the user;
and 'the user in:turn must seek
to offer an investment security in
4 form and at'a yield which will
be appropriate to the saver'or to
-the ‘institution through.which the
savings are flowing. | e
« This entire question is not just
an academic one, of interest only
to the life insurance business. It
is a matter of great importance to
all of us. And. thoughtful ‘people
everywhere, not onlyin business,
‘but also in government, are aware
of the problems involved and are
-concerned ‘with the serious mal-
adjustments ‘that may ~arise if
savers and users are not prop-
-erly brought together. - More spe-
- 'cifically,” the question has been
yaised as to' whether the flow of
-'savings:is being unduly impeded
“‘anywhere along the line. And,
most particularly, we wish 'to
know whether ‘the life insurance
business is doing its part in help-
~ing-to maintain the freedom of
the flow. ;

Past Role of Life Insurance
i _In'vestments

Life insurance companies have
always been sensitive  to the
_changing capital needs of the
country’s ‘economy. They have
made-  substantial: purchases of
railroad securities, mortgage
- Joans, government securities. for
“the “financing of wars and, more
_'recently, public utility and indus-
_.trial’ securities.  However, = the
‘supplying of funds to meet these
. nieeds has been almost exclusively:
through the creation of ‘debt. In
- faet, life: insurance companies 1n
this country have not been an im-

" portant’ source of equity capital.

This point gains importance. from
-~ the' fact that many  people feel

. there has been-a drying-up - of;

" some of the previous sources of
- ‘equity-capital. :

.+ For one - thing,
. State income tax: laws

Federal - and
have made

_ jt-difficult-for persons with sub-’

- stantial. incomes, to save-as large
. g proportion of:their incomes:as
formerly, - Thus, much of the sav-
ings.accumulated by - thgie indi-

Savings{’

| viduals' that historically may have
flowed into risk ‘capital 'is now
{ flowing into the hands of the tax
collector. It is unavailable to cor-
“porate’users. e T
77 Furthermore, many individuals
i have become ‘more hesitant to do
their- ‘own’ investing- in"'corporate
securities; Both™bonds z;!u"idi espe-
cially’ stocks: " With' this”growing
reluctance to -make direct invest-
ments; “an ’ important’ ' source’ of
{funds. fop the purchase of common
1-sto‘ck has' been'"diminished: ‘.In
\-addition, it should be remiembered
:that an inereasing number -of in-
! dividuals. are ' having ~ much: of
.their saving ' done  for- them
through'the operation. of pension
systems, - These -funds'.which
formerly ' were available ' for
equity ‘investments ‘directly : from
individuals are now: being chan-
neled, to a larger and' larger: de-
gree, into ‘institutions  such:as the
life insurance comipanies.:

Prohibition of Purchase of
" ‘Common Stocks "

But at' this 'point ‘we strike a
serious ~impeédiment to:.the: flow
of funds into equity investments,
especially common . stocks. . In
‘New York State, for instance, the
purchase of common stocks by life
insurance " companies “is ‘prohib«
ited, and in- some: other. states
where it 'is- authorized there are
substantial restrictions. It is esti-
mated that the ‘total amount of
life  insurance- company - invest-
ments in common ‘stocks is about
$250 million. ‘This is but a small
percentage of the $50-odd billion
of ‘life insurance company assets.

With the reduced ‘flow of" per-
sonal: savings:into-equity capifaly|
many corporations: are finding
themselves - becoming - burdened
with what is propbably a dispro-
portionately: large volume of debt.

For: example, ‘some 'very well
operated public utility companies
are being pressed toissue such a
large volume of dollar obligations
to finance ‘their necessary:expan-
sion of facilities that they -are
{ beginning to encounter difficulties
.in - qualifying under- their own

mortgage indentures. 'In: many
cases, State Public: Utility Com-
,missions .. are urging - the - public
utility companies to expand their
. plants and equipment. to meet the
| rising needs of their'communities
at a time when utility debt'is
jalready high in relation to asset
valués.” 1

| But there is a limit to the
amount of debt which can be sup-
ported by any company. . We all
can " remember 'the  unfortunate
position in which many railroads
found themselves in"the past be-
‘cause too great a: part.of their
capital 'was “in the form.of debt
rather than in equities.

As a corporation grows and]
expands very often the most logi~
cal way for it to acquire:addi-
tional capital is through the\issu- |
ance of both junior "and. senior’
securities; ' 1f the capital structure
of the borrowing ‘company is' to
be  well -balanced,  a certain
amount of equity financing 'is
necessary.' The same ‘principal
bolds for the economy as a. whole.
If there cannot be adequate equity
financing along with 'the issuance
of: debt, then the new debt, since
it may represent a contract diffi-
cult - of ‘fulfillment = in times of
business depression, becomes: un-
desirably - hazardous. ' Because: of
the need in' our ‘economy for more
equity financing, ‘and because se-
lected “equities” may’ ‘véry "oftén
measure up to the: conservative
standards required by lifé insur-
ance -companies; 'it* is quite: un-
derstandable’ why the investment
managers ‘of ‘some ‘life insurance
companies ‘are ‘beginning to look
with' greater favor upon equities.

Question Requires Study
i At any rate, we.must recoghize
our  responsibility' ‘to- take - the
matter under the most -serious
study. We may well be open to

grave criticism . if we®do not'gti’"
! it
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least consider the problem = with
all' the ‘earnestness at’ our com-
mand.” It is vitally important that
we' find ‘a solution, for the suc-
cessful operation ‘of the free en-
terprise ‘system may ‘in part de-

'pend “upon it.”Somewhere;. some- |

how; theanswer must ‘be' found,
and the life 'insurance companies
‘have a'real obligation to bé help-
ful in’ finding it Indeed, with you
men: and‘women of the ‘field 'so
actively. engaged *in ‘selling"life
insurance and: in ‘directing :funds
intg the" life ' insurance. business,
it *is = becoming * increasingly ‘im-
portant.that we do find a solution.
Inview of the nature ‘and ex-
tent of the problem,* we® might
very ‘well ask oursélves what we
are now able to’'do in meeting the
needs “of equity financing. "' o
Life insurance companies gen-
erally are now authorized; subject
0. “some  restrictions, to buy ‘and
nold' "guaranteed’ and: preferred

.| stocks. At the' end of 1947 ‘the
companiés owned' about  $1,100,-

000,000 of these securities, having
increased their holdings ' during
the past two years by about $400,4
000,000.  But however’ desirable
preferred stocks ‘are as an ‘invest-
ment for life insurance companies,
there'is the disadvantage that, as
‘non-zmortizable 'assets, they- are
evaluated at a year-end market
price.. For that reason they con-
tribute to artificial changes in'the
valuation  of ' ‘company ' assets.
which dffect company gains’and
losses. Fortunately; this is prob-
ably ‘mnot” an’ insurmountable ob-
stacle.” "A ' sub-committée - of ' the
Life' Insurance Investment Res
search ' Committee has 'already
eyolved a formula which" would
greatly - assist ; in _ this - situation.
While :that formula has 'not'yet
been adopted and may not.be the
‘finai’ answer, ' it { nevertheless
points ‘the way toward a possible
solution.. P

. The total volume of preferred
stocks which might be purchased
by 'life insurance companies is
distinctly limited and at present
there seems to be a hesitancy on
the part of many corporations: to
use this type of security to meet
their. capital needs. :

Field of Rental Housing
The cHallenge to’ participate
more’ directly “in matters vitally
affecting our country’s future has
also been answered in part by the
recent entry of insurance com-

'panies into: the field:'of’ rental

housing. ~ Only during' the last
few years has legislation: been
sufficiently ‘broad and applicable
to' enough states' ‘to ‘enable life
insurance companies in general to
make d substantial contribution to
the solution of our housing prob-
lemis #f s

“Of course, life insurance -com-
paries have long recognized the
importance to-the family of ade~
quate Housing. Since' their earliest
days they have made it possible
for people of moderate means to
acquire “a ‘home of their own
through mortgage financing. A
large part of the $8,500,000,000 of
mortgage loans owned by life in-
surance companies at the close of
1947 ‘was on'residences. The' life
insurance companies may well be
proud to have played such an im-
portant role over the years in fos-
tering home ownership. :
-“’And’ at present ‘time, there is
another ‘great need which ‘should
be met—the need for' rental hous-
ing. ‘Thousands'of veterans,' new-
ly- married and starting families
of their’own, are confronted with
a serious, shortage of housing. It
should not be necessary, and in

‘'many cases it may be highly un-

desirable, for:these young' people
to be. forced to ‘purchase homes
and” to''assume an indebtedness
that ‘will ‘last’ for  many. years,
Often «it. is; wiser. for’ them: to.re-
tain ' a - considerable. 'degree. of
mobility so that 'they, can”more

(Continuied on page 26)

Securities Salesman’s Corner
By JOHN DUTTON, ==

Several months ago it was suggested here that business could
be developed ‘by ‘seeking out new: customers' by cultivating people
who ‘were not ' regular investors. ' Thé theory being that much new
money- has gone into' thé hands of those who formerly did ‘not epjoy *
the ‘larger ‘incomes- which ‘they: do’today: If ‘current ‘statistics on
this ‘subject are‘ reliable ‘theré has-been a definite shift-in ‘certain
quarters’ of the population ‘as-t6 their prevailing annual incomes

compared to their status’in this respect before World' War II:.:- Some
actual experiéncesof “salesmen’ who have put-forth ‘effort in-this
field' indicate: that:intelligent sales:eftort directed along .these lines’
will be productive. . . T4 S N R

A New York:City: Investment . Banking .firm - offered a common.
stock in the $11-price range, in a'newspaper;advertisement. ‘The ad
pulled over 100 inquiries. ' As a result of a telephone interview obe
order for 1,000 shares was obtained-from an executive in-a large
organization. OQbviously the. buyer was -acquainted with the. com-
pany whose shares were being -offered. The, salesman. in this ‘un-
usual instance did not even talk with the buyer but gave the infor-
mation concerning,the security to his secretary. -The order came in
later by mail; . Exposing yourself to business often turns up unusual
opportunities but you must seek them out in’ the first place.” .

Another salesman reports an instance of $2,000 invested in secur-
ities by an investor who made payment in 2,000 silver dollars,.” This
transaction ‘was so unusual’ the :local paper made a feature story -
out of it. RS AR e ¥ e
“’ " "Then there was the case of a salesman and his family ‘who
had been"givihg their tradé to. a neighborhood ‘delicatessén dealer
for many years. , He had a busy store and appeared to be the saving,

‘thrifty, sort of individual. - The salesman made an evening appoini-

ment and opened’the ‘account in'a small ' way. - Several weeks later
the ‘delicatessen’ owner: turned over ‘several thousand dollars’in cash
to’ the salesian and told him’to" invest'it.” The account has now
grown ‘to ‘sizable ‘proportions. 'Here’s oné time when' slicing. the
baloney supplied the cash for investment: - <%« o o0t T

" “Another- salesman opened up an account with, the ‘owner of a
small chain of shoe repair stores. This was the first experience ihis
investor ever had in the purchase of securities. . The account has
eventually been built up to a total of ‘approximately" $50,000 worth

of seciirities in less than a year’s time. ' ;o
" "'Shoe’ repair store’ operator, ~delicatessen owner, ‘collector of ‘
silver cart wheels, and a: business executive — all held idle funds
which were available for investment. - But someone had to go to see
them and make suggestions' for the investment of this idle cash.
There ‘are people like these investors in your town, If the signs are :
right’there seems to have been a revival of confidence in the busi-
ness, outlook during the past two weeks.  This confidence has been
reflected in higher stock prices. When investor confidence begins to
revive it is much easier to bring out some of this idle cash and con-
vert it into securities.” S o g i oo i
‘This might be a good time to
tomers. . e R

Validales Jap Liquidation of Allied Banks

; Philippines Supreme Cquljt, hy 7 to.3 decision, rules Japanese occu- -
pation’ forces lgad power under internatio nal law to order liquidation
of allied banks thgoﬂgh,fhé Bank of Taiwan. ="
The validity of wartime payments to ailied banks in the Philip-
pines made through the Bank of ‘Taiwan on order of the Japanese
military ‘administration was upheld by the Philippine Supreme Court
on April 11 in a precedent-setting  7-to-3 decision. = - ey
The ruling of the high court -

lodk in new. places for new .cus-

settled one of the most important
postwar - legal :questions - which
arose from wartime bank trans-
actions' ‘of the Bank ‘of Taiwan
with allied banKs ‘involving more
than 50 million ‘pesos: . [The situa-

tion ‘'was covered in' the'“Chron-{’

icle” by Francisco Ortegas, Jr., of
Manila, P. 1., issue of ‘March: 13,
1947—Editor] g ;

The . tribunal ~through . Justice
Felicisimo R. Feria ruled: * !
‘(1) ‘The.enemy occupant. (Ja-
pan) through the Bank of Taiwan
had . power - under internationa
law to order the liquidation . of
allied  banks' which~ were de-
clared as enemy. institutions by
the Japanese military administra-
t' 4 2» v T G

fon;y i i
(2) The liquidation and seques-

tration -of allied bank ‘assets ‘was
not ‘confiscation of ‘enemy’ prop- -
erty, but ‘was ‘made for 'its con=-
servation subject to - further dis-
position- by tr ea't y between
belligerents at the end of the war;
(3) That such payments made
‘by debtors to the Bank of Taiwan
had /removed’ their obligation to
the allied banks; =" o
. (4) The .allied banks adversely
affected . by the Supreme Court
-ruling " can . seek recourse from
Japanese Government for 'indem-
nity by virtue.of the validated
wartime payments; wh
(5) ‘That 'the Jap war notes
were legal tender‘during the oc-
cupation, having value at par with
ithe Philippine peso. S FI
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if the need is shown. ' The aggre-
gate for the world is put provi=-
sionally at £2,500,000,000. Our
own share of this—for ourselves
and the Crown Colonies, which, I
‘may mention, are treated for all
purposes as a part of the British

Cannof Alone Solve Problem

Of _course, the "life insurance
companies cannot alone solve the
whele problem ‘of the flow of
funds. from savings into capital
formation, But we should at least

the irregularity of income. The
disadvantage of the volatility of
asset values and the adverse ef-
fect upon a divisible surplus would
have to have most serious study.
The likelihood that the holding of

Life Insurance Companies and
‘ Equity Financing

(Continued on page 25)

readily move in the event that
opportunities are offered to them
elsewhere, Until the young fam-
ily  knows . definitely ‘where it
wants to seftle down permanently
and can find the kind of home it
will need, it'may be well advised
»to rent rather than to buy a place
to live, i i

In view. of the social need for
more rental housing:I am .glad to
say’ that rental. housing for ap-
proximately 200,000 persons, rep-
resenting an investment of more
than $400,000,000, is either com-
pleted or planned by the life in-
surance companies of this coun-.
try.. Under present circumstances
of high costs, this is a substantial
-contribution on the ‘part- of life
insurance companies, although it
-does not-go nearly far enough in
meeting the serious national need.
- But it ‘must be recognized that
_this 1ype of investment outlet for
life  insurance’ funds- has  impor-
tant limitations. .In the first place,
it takes a very considerable period
of time to plan and to erect siz-
‘able  amounts of rental housing,
A second limitation has to do with
the present costs of construction,
_which are especially discouraging
in view of the.widespread need
and demand for low rental ac-
commodations.

As a practical matter, it is very
difficult indeed to establish a sat-
isfactory scale of rents based on
current . construction costs. Gen-
eral rent levels for old construc-
tion have been frozen by the gov-
ernment, The cost of new con-
struction has doubled since 1939,
and ‘rental scales for new: con-.
struction should necessarily take
into account these increased costs.
But, because 'of 'the : maintenance
of artificially low rents: on :old
construction, the publie is not yet

.prepared  to accept the higher
_rents .that higher construction
costs necessitate,  Of course, one
approach to this problem is to re-

~ duce building costs; but very little
progress has been made in this di-
rection either as respects the costs
of building materials or labor.
Quite understandably, this. situa-
tion is a serious deterrent to
equity investment in rental hous-

ing, i
Acquisition of Business Properties
. 'The recent acquisition by life
insurance companies of business
properties for rental to businesses
is still another new development
of some assistance in helping the
flow of savings into the hands of

* users. This type of investment hag

* recently been authorized to 3 lim~
ited . extent under the laws of
many states, Most life insurance
companies are now. permitted to
build or buy properties designed
for the use of business enterprises,
and to lease these properties at
a net rental which gives a fair
return on the funds invested and
complete repayment during a rea-
sonable period of years.

This - type of 'investment 'ig a
step in the right direction. It pro-
vigies capital for corporate users
without "requiring those corpora-
tions to increase. their capital in-
debtedness or to sell common
stocks under present adverse con-
ditions. However, it moves along
slowly and is not yet a very im-

portant factor in helping the flow.

of funds. At the end of 1946 all
life insurance companies held
about $77,000,000 of such business
properties and by the end of 1947
. the amount had increased. some
$115,000,000 to $192,000,000;,
It is apparent from what I have
said about preferred stocks, rental
~ housing and business properties
. that the need for equity financing

* i being recognized to an increas-
.ing degree by the life insurance
: companies ' within - the * powers

w-8ranied by the laws of the several

gitized-for FRASER

states. But, as we have seen, such
investments, quite apart from the
law, have distinct limitations as
an outlet for equity funds. It may
well be that they are not yet suf-
ficient to have an appreciable ef-
fect upon the overall situation.

So, we find that by far the most
important and the usual form of
corporate - equity ~ financing s
through common stocks. Such in-
vestments, within certain limita-
tions, are now permitted for life
insurance companies by some: 30
states, - including such ' states as
New Jersey, Connecticut, Massa~
chusetts and Pennsylvania. Two
other -important states, Wisconsin
and Ohio, have only last year
liberalized- their laws.  These six
states ‘together. are the domicile
of life insurance companies hold-
ing over-46% of all life insurance
assets. But-New York, where
companies holding almost 40% of
such assets are domiciled, does
not permit the purchase of any
common stocks by life insurance
companies.

On: the other hand, Canadian
life insurance companies are per-
mitted to invest up to 15% . of
their assets in common stocks, and
in England, where some of the
world’s most conservative life in-
surance companies are domiciled,
there is no restriction on the pusr-

‘chase of common' stocks.

However, permissive legislation
is not necessarily the entire an-
swer, Even among the companies
domiciled  in states permitting
some investment in common stock,
such investments are, for the
most “part, well below the legal
limitations. This may be due in
part to the fact that some of the

passed 'so recently, and it may
also be due in part to the fact
that, traditionally, and by long-
standing custom, life insurance
companies have been purchasers
of fixed income obligations, not
equities.

Objections to Common Stocks

I well appreciate that in many
segments of the life insurance
business there are objections to
common stocks and it must be ad-
mitted that there are disadvan-
tages to them, A
- Perhaps* the * most. frequently
mentioned argument against com-~
mon stocks is the possibility  of
loss of principal due to the fact
that common stocks, representing
the equity of a corporation, suffer
the first impact of bad times or
poor earnings. The instability of
market prices, the ups and downs
of life insurance company asset
valuations and the resulting dif-
ficulty - of apportionment of life
insurance = dividends emphasize’
very well the uncertainties in this
kind of investment. Still another
disadvantage is the irregularity of
income that is inherent in the in-
creases or decreases of dividends
paid by corporations, An added
argument against common stocks
is -the political one that unless
emphatically restricted their own-
ership : might lead to too great
involvement of life insurance in
the ' management of industrial
companies throughout the  coun-
try. As you all know, charges of
such control have been raised in
past . investigationg of life insur-
ance, :

It must be admitted, therefore,
that these various questions con-
stitute real problems and they are |
not casy of solution. It seems to
me, - however, -that by serious
thought and' $tudy they may be
answered. For example, some losg
of principal might be offset by
setling up a reserve, over a pe-
riod of time, from the relatively
high average yield that is offered
by common stocks.. This same de-=

vice might also be used to’ 'Ies_'ser}; !

permissive legislation. has been|.

comion stocks will put the life
insurance companies too  much
into the affairs of corporate man-
agement, while a possibility that
must be very carefully consid-
ered, can probably be offset by
certain limitationg (such as al-
ready exist in many  states) as
to the amounts of any one com-
mon stock which can be held by
an individual company,

While many of the arguments
against ‘the holding of - common
stocks might be answered, never-
theless, if there were no real and
compelling reason for the pur-
chase and holding of common
stocks by 'life " insurance. com-
panies, perhaps these arguments
wouid be decisive. However, if,
as has been suggested by some,
thére is a real impediment in the
flow of savings into investment—
and 1 might add that there is no
conspicuous ‘agreement -about this
—and if the purchase of common
stocks by life insurance companieg
will materially help to remove
that impediment, then I believe
it would be a wise and statesman-
like thing for the life insurance
business itself to endeavor to see
if there are any ways by which
the = disadvantages or obstacles

seriously concern ourselves with
approaching the . problem  in an
open~minded fashion.

My comments this afternoon
have simply been personal obser-
vations. - On this important. sub-
ject of equity financing and com-
mon stocks, there are ' many others
who are far more expert and bet-
ter qualified to speak than I am.
The answer to this question-should
depend upon a broad: and over-
all study by experts and not on
personal or individual observa-\
tions. At any rate, I would not
want to assume any definite posi-
tion about it without having the
benefit of such a survey before
me, Accordingly, I thinkthe first
step should be for the Life Insur-
ance  Investment Research Com-
mittee, which was created to di-
rect “its attention to just such
questions- as -these; to make a-
major study:of the:entire subject,
both the supply of savings and the
demands for their use. I earnestly
believe it is timely for us to focus
our thoughts in that direction. We
must be certain that we are not
missing any possible opportunity
to make life insurance an even
greater and ‘more dynamic force

monetary system (in itself a use-
ful acknowledgement)—is £ 325,~
000,000 , .. ” -

Since .the Keynes employment

and purchasing power concept. is
predicated . on . printing - press
money. it necessarily postulates re~
pudiation of public debts, both do-
mestic and foreign. Sections 5 and
7 of Article IV of the Fund pro-
vide for such repudiation and for
making it'legal,

Ipso. facto, unlimited confisca~

ation of private property is in the
very nature of things an integral
part of this concept. g

Streamlined Marxism
Stripped naked of its trappings

Keynes’ employment and' purchas-~ 3
ing power scheme is but a stream-

lined version of ‘Marxism. Marx

wrote, ‘‘The theory of communists

may be summed-up in the single :
sentence:
property,” to which he added,
“You reproach us with intending
to do away with your property.
Precisely so; that is just what we
intend.”. Marx, in his manifesto,
advocated progressive taxation as
a means for effectuating that end.

abolition - of ' private

Keynes was never so bold in

may  be - effectively - and safely
overcome,

in‘our’economy.

International

quiring the approval of the Fund,
which must not withhold approval
if .our domestic equilibrium re-
quires it, .

“For instéad of maintaining the
principle’that thé Winternal ‘value
of a'national currency should con-
form to a prescribed de jure ex-
ternal value, it provides that its
external value should be altered
if necesssary so'as to conform to
whatever de facto internal value
results. from domestic policies,
which themselves shall be immune
from criticism by the Fund. In-
deed, it is made the duty of the
Fund to approve changes which
will have this effect.”

Lord Keynes and Sir John An-’
derson, according to a news item
in the New York “Herald Tri-
bune” on March 22, 1945, almost
a year later, amplified the above
assertion,

It stated:

“Both . Sir . John ' Anderson,
Chancellor of the Exchequer, and
Lord Keynes, have declared that
the British Government will ad-
just the value of the pound when-
ever Whitehall considers it neces-
sary. The Chancellor even said that
the policy pursued here would be
similar to that of 1933. He said
that the Government would com-
mit itself only to consult the In-
ternationl Monetary Fund before
changing the value of the pound
sterling, reserving its right to per-
sist with its intentions should the
Fund refuse consent.”

Then there is Article XIV of the
Fund, which also gives the French
political authority a clean bill of
health. But that body is com-
pletely exonorated from having
done any wrong  on quite other
grounds than -those mentioned,
which will be considered later.

In contriving this international
monetary plan Keynes sought to
achieve several objectives.. One
‘was to. finagle the United States
to underwrite" his - full employ-
ment  and  purchasing power
scheme with printing-press dol-
lars; that is, put the producing
element of this nation under com-
pulsion to share the fruits of its
toil with other nations and in par-
ticular with Great, Britain (some-

openly stating his ultimate objec-
tive, or the end result of his
scheming. The fact is, however,
that . printing-press money is a
quicker death to private property
ownership and freedom than pro-

U. S. Should Withdraw From

(Continued from page 16) i

'set .deflationary<and inflationary
tendencies in effective world de-

Monetary Fund!

‘v S
any other country). Under “The
Objects of the Plan” 'in his In-
ternational Clearing Union
scheme, of which the Fund is but
a paraphrase, he said:

“ “We need a quantum. of inter-
national currency, which is
neither determined in an unpre-
dictable and ‘irrelevant manner,
as, for example, by the technical
progress of the gold industry, nor
subject to large -variations de-
pending on the gold reserve poli-
cies' of individual countries; but
is governed by the actual current
requirements of world commerce,
and is also capable of deliberate
expansion and contraction to off-

mand.”

Printing press money . is the|(
only currency that can be made
to {it into this formula. Of course,
the contraction feature has so sel-
dom been anything but a broken
political promise that it can be
ruled out as a part of the defini-
tion  of a printing-press-money
system. That system - possesses
the property of expanding, but
not contracting.

Keynes’ International Clearing
Union' called for an international
pool - of printing-press money
amounting initially to about $25
billion to be drawn upon by the
members of the Union to produce
employment and purchasing
power, :

About $18 billion, the bulk of
which consists of printed money,
was provided in the International
Monetary Fund and Bank setup.
Fundamentally = the  Fund ' and
Bank merge themselves into a
single  political instrument and
Serye .a common purpose,

Keynes seemed  to: be satisfied
that he had achieved his goal as
is evidenged in the speech above
referred to where: helists the
benefits that would accrue to Brit-
ain from the Fund. He said: ;

“Third, the wheels of trade are
to be oiled by what is, in effect,’
a: great addition to the world’s
stock of monetary reserves, dis-
tributed, moreover; in a reason-
able way. The quotas are not so
large as under the Clearing Union,
and Lord Addison. drew: attention |

thing él()t‘ ‘wanted by the Jsoun
duinile

" bebls of Engling. ot

to that. But.they are substantial
and can he increased.subsequently -

gressive taxation.

“Of course, progressive taxation

must inevitably lead to absorptien
by the political authority. of all

ocial power, with resultant abso-

lutism. Such absorption is now
developing in the United States,
and has already progressed to the
extent that it is causing marked
retrogression - of . production  ca-
pacity. This
symptom of the virus of commun-
ism in the body social; ‘and be-
cause of its importance will be
mentioned again later.

is . 'the = cardinal

To be sure, Keynes hadvobjec-

tives besides - that of jockeying
this political authority “into ex-
propriating the produce of Ameri~
can labor and giving it to the
political - authorities  of his and
other countries, In the speech from
which we have previously quoted,
he lists, among others, the fol-
lowing advantages . accruing to
Great Britain from the scheme:

1) The right to retain wartime

restrictions and other special ar-
rangements during the transition
postwar period of uncertain dura-
tion - (the French political au-
thority did nothing that contra-
venes this right); (2) an indis-
pensable means for maintaining-
London as the financial center of
the - world;
Britain’s monetary reserves; and
in Keynes’ own words;

adding ' greatly ' to

“The Americans, who are the

most likely to be affected by this,
have, of their own free will and
honest purpose, offered us a far-
reaching formula of protection
against a recurrence of the main
cause of deflation during the in-
terwar years, namely the drain-
ing of reserves out of the rest of
the world to pay a country:which
was obstinately borrowing and
exporting on a scaleimmensely
greater than it was:lending and
importing. Under Claiise !
ticle VII of final draft) ¢ [
plan a country engages itéelf, in
effect, to prevent such:a situation
from_arising again, by promising,
should it fail, to releasei;other
countries from any obligation ;%o
take:its exports, or, iif ‘taken, ’
‘pay for them.? ¢

VI (Ar-
i'of : the

o

In this connection it :should be

remembered that .Morgenthau’s
two first drafts for an Interna-
tional Monetary Plan expressly
provided for assumption by the
United States of 'British foreign
debts. - 'The: provision;!to. ‘accom- .
plish . this, no ‘doubt written by
Keynes, was so technical and in-
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volved that ‘even Treasury so-
called experts who led in promot-
ing the passage of the Fund pro-
posal did not fully understand it.
However, = that provision was
dropped like a hot -potato when

: Dr. Benjamin M. Anderson and
others exposed its “hidden” pur-
pose.

We  should carefully keep in
mind the objectives which the po-
litical authority of this nation
sought to achieve by this scheme.
It was meant to provide artificial-

-1y high:employment and income
by ' exporting huge amounts of

..goods in excess of imports, and to
perpetuated the illusion that the
«earning -element of the nation is
-being made richer by ngmg away
its produce.

Cult of Neo-internationalism

Then there is the cult of neo-
internationalism, one - worldism,
which is in the process of anni-
hilating all true, natural and spon-
taneous mternatmnalxsm that is,
voluntary  international tradmg
and intercourse between: private
individuals, and substituting
a therefor international authoritari-
.. anism, - that s, monetary, fi-

- nancial, commercial - and other
transactions only between politi-
cal authorities under a centralized
power.

The ulterior motive was exten-
- sion of political control over the
. life of the individual citizen and
to promote communitarian - im-
perialism.

It is a purely communistic con-
cept -to oppose the free use of
gold in the economy. Political
ownership and control of gold is
the very essence of communism,
Gold is a fetish to the communis-
tic mentality only so long as it
remains in free use. Once a po-
litical authority has complete con-
trol of the gold stocks of the
country over which it rules, it
possesses the essential means for
sustaining  the communist state,
Experience proves this. The Bol-
sheviks, before they got control,
condemned gold; but the moment
they came into  power they
grabbed the gold stocks with an
avidity = that  characterizes - the
communist  ideology. Once they
were in possession. of the gold of
Russia their power was complete.
Hitler and Mussolini knew: the
secret. It was the urge for ac-
quiring authoritarian power that
caused the architects of the New
Deal to seize the gold stocks of
the United States in 1933 and 1934.
‘With the gold in their possession
they were free to print money
and to tax without limit and start
the United States on the self-same
road that the Bolsheviks, the
Nazis and Fascists traveled that
led to their totalitarian regimes.

‘When' the Fund was being de-
vised the gold stocks of practi-
cally every nation had been na-
tionalized, Through this scheme
its designers sought to centralize
control of all gold holdings in &
single authority and establish
what Lord Keynes, in his Clear-
ing Union Plan, calls “a genuine

minion ‘over such resources, the
political authority has not only
presumed itself to possess the
brain power. to lift the distressed
peoples of almost the whole world
(the 'Soviet, too, was invited to
participate in ERP). out of the
trouble they have got themselves
into, but has appointed itself: to
execute this task.

But the very basis of thls as-
sumption of power belies all the

premises upon: which it rests, for |-

the political authority is a' con-
suming and not a creative or pro-
ductive mechanism. - Its almighty
power. can last. only: so long as
resources remain for it to-devour.
The fact is, the social organism
of the United States is afflicted
with the same pernicious virus,
state planning or collectivism,
that has sickened the 'countries
the political authority of this na-
tion alleges it can restore to a
state of health. - This cannot be
overemphasized or too often re-
peated. 1 A

The  Federal debt is nearly
equal to the ‘total' reproducible
wealth of the United States which
has been 'accumulated over a pe-
riod of more than 300 years.: The
real- public ‘debt' is considerably
more than the Treasury statement
shows. One unlisted item alone—
uncollected pay roll taxes pledged
for Social Security benefits, which
would. add many billions to the
listed . debt.

The political authority has out-
standing obligations and pramises
to pay amounting to roundly 334
trillion grains of gold, or paper
with ' purchasing  power  equal
thereto. However, it actually pos-
sesses less than 1/10 that amount
of gold. If the United States were
called upon pay much of its short
term net foreign liabilities in gold,
by no means an impossibility, the
picture would be still darker, i

The total Federal debt, includ-
ing nearly all circulating cur-
rency, is composed of inflation,
that is, printing-press money or
political-promise-to-pay, media.

The Marxian  system of pro-
gressive taxation and New Deal
Socialism is having a telling ef-
fect in annihilating private own-
ership of capital. It is destroying
the private profit system and hin-
dering the plowing back of capital
for the creation of new tools of
production. It has made this na-
tion into a welfare or “seed-corn”
eating state, the same as Eng-
land, France, Russia and the rest.

Quoting from the. Tool Owners
Union Economic Progress Report
Number 2, C. Reinold Noyes
states:

“It appears that, for the first
time in our recent history and
perhaps for the first time in our
entire history, the process of
growth in reproducible wealth
has' practically ceased for an en-
tire decade . . . business real capi-
tal stood in 1945 considerably be~
low the point at which it stood at
the end of 1930 . . . the private
economy in the aggregate has not
only failed to create any new real
capital; it has not even main-

organ of tru]y international gov- | tained its net real capital intact.”

ernment,”
“might become the pivot of the
future economic government of

. the’ world,” that is, commissar

.. rule over all mankind.

.- Stalin, who embraces only such
.internationalism' as conduces. to
-his rule, who never joins anything
he can’ti.control, and although he

' has the veto power in the United

Nations.'and Trygve Lie is his
...man;.i hesitated to = take . out

1. membership in the Fund. He just
"', wanted|'to be sure whose com-

"-,.missar it was going to be.

.+ Ralse! Assumption of IMF
-1 The! : International . Monetary
. Fund,: like the other: foreign aid
| undertakings, is predicated on the
assumptxon that the United States
"is in a sound monetary, financial
and economic condition, that it is
possessed of almost limitless re-
sources and that, withal, it is the
“richest | nation in :the. ‘world.”:
. Having,, through the  unlimited
power . af - taxation,. obtamed do-

and which he says]

To reverse the trend of shrink-
age of tools of production; and to
put the nation back on the road
of progress, it is necessary to rid
it of the socialism imposed by the
New Deal and restore the ratio of
taxation t6 political spending that
generally prevailed at some period
prior to 1929, Surely not a hope-
ful outlook.' Accordingly, the as-
sumption by the political au-
thority that the ‘economy of' the
United States:is'in a sound state
of health 'is as'unfounded as any-
thing possibly can be. The' eéxact
opposite  is ‘true,c however much
we might dislike to be told this.

In the final analysis' the po-
litical’ authority /of this nation
must bear full responsibility for
the evils the International Mone-
tary Fund will bring to our people
and to those of the rest of the
world.

After Keynes had intrigued the

Washington polificians'to approve "
the scheme, which was so easy to'fd

do, it ‘was in’ turn>sold to: thé" b

political authorities of other coun-
tries. This also seemed not to be
a difficult task, for apparently no.
more was necessary ' than the
dangling before their eyes of bil-
lions of dollars worth of free
American merchandise, This is
no - reflection on the producing
populations of the countries con-
cerned. They -had practically no
voice in the matter,

How U, S. Was Committed

As all who followed the forma-
tion of this scheme know, merit
played little or no part in commit-
ing our nation to it. The political
authority importuned:: Congress
to “approve it by its itotalitarian
propaganda ‘machinery and horse-
trading “with the self-promoting
and special-privilege-seeking lob-
byists that infest the Capitol and
nation. 'Its alleged purposes, par-
tlcularly that of peace, were
painted in glowing colors and the
facts 'pertaining to .its actual pro-
visions: were adroitly . withheld
from the ‘public.  The truth is,
however, that there were so few
people who understood its ' pro-
visions  that an intelligent pre-
sentation of them was out of the
question,

The Keynesian stabilization fea-
ture ' embodied in the Fund
scheme, as shown by the hearings
relating to its consideration and
the publicity given it when it was

| before Congress, was misrepre-

sented.

The promoters of the plan defi-
nitely = gave out the impression
that the stabilization provisions
were intended to prevent currency
depreciation. It was to give to
each currency a permanently fixed
value . so that it would continu-
ously command the same amount
of goods and services. The public
was propagandized to swallow
this whole;

Nothing could be further from
the truth, That is not at all what

the stabilization provisions in the:

Fund ' mean. In . fact, they were
specifically designed to do the
very opposite and provide a sys-
tem of continuously depreciating
currencies - having progressively
less purchasing power. The provi-
sions relate to currency parities,
not: to their absolute purchasing
power.

Keynes’ idea was to establish by
peremptory: international law the
parities or relative values of the
currencies. Section 5 of Article
IV provides for doing this through
devaluation of the red rate of the
currencies of individual countries.

Provides for Currency
Debasement

Section 7 of Article IV provides
for continuous uniform more or
less intermittent debasement of
the currencies of all members.
This complements the Keynesian
printing-press money expansion-
ist system. The formula provides
that all member political authori-
ties shall uniformly, in a more or
less continuous stream, print the
same ~ proportionate - amount of
money. Thus, the parities or rela-
tive purchasing power of the sev-
eral currencies would remain sta-
bilized, as would also, of course,
the relative repudiation of debt
and plunder of the producing
population. - Was ever a more im-
moral - and antisocial institution
contrived by the mind of man?
Marx * must  be smllmg in his
grave,

No, do not blame the French
political authority for the action it
took. Back of that procedure were
the peasants and other enterpris-
ers who produce the necessaries
of life and pay the taxes. Their
refusal to accept the franc at
the red rate and their resistance
to ' political robbery (printing-
press money is that and nothing
else) became so intense that the
political authority was compelled
to yield and exercise a little in-
tegrxty ;

“It i$ too eatly to know to what

dytent!thé French produ i1l
‘égié‘ o Hold tlieuf gro((?%ﬁd‘g

in this dark hour of rapidly de-
veloping - world-wide. ‘tyranny
their effort shines forth as a most
welcome. ray of hope.

The - French political ' authority
is not doing so well with the
scheme to get its fingers on pri-
vate gold holdings. French peas-
ants‘and other producers have had
much bitter experience with po-
litical manipulation of money. It
is not surprising that they should
be reluctant to give up their gold,
They fear that once they have let
loose of the metal it will fall into
the hands of the political au-
thority, that they will never see
it again, and, that it will become
the ultima ratio for taking from
their mouths the last crumb of
bread they have earned.

Menace of Gold Stock Control

It  is political ownership and
control of gold that forms the
basis of the universal authoritar-
ianism that is submerging civjliz-

ation, thanks to centralized (polit- %

icalized) ‘banking. If all the gold
stocks of the world were locked
up in"private hoards the human
race would be infinitely better off
than it is with the political au-
thorities posssessmg it'as now is
the case.

Potentially, as least, mankmd
would be strong, secure and’ as-
sured -of future:progress. To the
extent ‘that political authorities
control 'the gold ‘stocks 'civiliza-
tion “must . languish and wither
away,

Of course, if ‘the political au-
thorities could: be dispossessed. of
all gold and it were recovered by
the producing element, to whom
it rightfully belongs, it wquld be
freely available in 'the market,
functioning to protect each per-
son in his natural right to enjoy
the fruit of his labor and to main-
tain the most equitable distribu-
tion ‘of wealth,

On the surface, the Fund op-
posed ' the  French' political au-
thority in the - action it . took.
Fundamentally, = however, . the
Fund was engaged in resisting the
efforts of the peasants and other
producers “to stop  the  political
regime of France from robbing
them of the produce of their toil.
The Fund lined itself up squarely
on the side of state spoilation and,
in so doing, exposed its collectivist
feet of clay. The severe rebuke
that is being leveled against the
French action belongs in the same
category. -

It is to devlopments such as that
relating to the recent -French cur-
rency procedure that the world
must look for redemption from

the chaos that plagues it. In its|

Jan, 31, 1948, issue the ‘Statist”
makes some very poignant com-
ments on this subject, It says:
“It may even be that, in the long
run, the action of France will be
seen as the first revolt of national
sovereignty against the attempts
of the Atlantic Charter period to
subdue that primal and persisting
emotion. = If the revolt spreads
the whole of the world’s interna-
tional relationships may return to
something  akin to ' those of the
nineteenth century, with national
governments again acting as the
welfare or.supposed welfare of
their own people dictates, and not
as some remote theorist in. some
foreign land thinks they ought:to
act. ' Such-a reaction from the
ideology of the past decade would,
without' doubt, cause the ‘Daily
Workers’ word ‘chaos’ to become
justified, but out of that chaos a
new order would emerge, a’'new
order on the model of.a very old
order, an order of naturalism and
patriotism. Should such a revolt
from international . fiscal collec-
tivism occur, the example might
easily spread to more limited, do-
mestic affairs, and the mock gov-

ernances of quite artificial and
largely self-appointed ‘authorities’
be subject to the same flouting.
If a ‘natiod (France) or nations
(those ~who  may ' easily take
France for their exemplar) now

find that the first 'law is self= -
preservation, and communak
agreements cannot withstand the
strain’ of the need to protect an
immediate breach in the national
defences against sociological and "
economic disaster, it may _easily
be that individual units, in the
sense ' of enterprises, will be
forced to the same conviction, and
will act accordingly. The French
hazardous experiment may be, in
other words, the sign that the pri-—
mal emotions and needs of men
are again conquering the artificial
restraints which war made pes-
sible upon men’s modes of pa-
tlonal or personal life.. . :

. If other nations do followr
that example, Britain will have to
do what Britain should have done
long ago. She will have to survey
her own position and needs in the
clear light of ‘national self-in=-
terest.”

p A Record of Failure

The Fund has been in operatlm
'since March 1, 1947, Failure and
discredit are xts record. :Its in-
ability to prevent free market op—
erations in ‘gold is complete—
thanks to the spirit of liberty that
still lives.  While condemning the
French political authority’s action
it ‘condoned the establishment of
multiple currencies or was unable
to prevent this being done in
Chile, "so it"is reported. Ernest
Weinwurm, in the “Commercial
and Financial Chronicle,” Feb, 5,
1948, says, ““. ... there are per-
sistent rumors in Washington that
the American. executive director
of the Fund cast his vote with the
majority against the French pro-
posal while the State Departraent
and the Treasury issued siate~
ments expressing satisfaction with
the plans , , . the French were by
no means the only ones that ‘were
shocked by these apparent incon-
sistencies  of = American: policy.
There are indications that they
were - led ' to‘ believe' ‘that = the
United States would support their
plans for free exchange markets’
and that this expectatlon was a
contributing factor in their strong
defense of those plans . ., certain
foreign reports . expressed the
‘opinion that’ the Fund had suf-
fered a heavy and perhaps fatal -
loss of ‘prestige,” all which is con~
sonant with the nature of :this
scheme.

The reports. which the "Fund
publishes can tell us nothing about
the favoritism, corruption, and
pernicious international  implica=
tions that must eventuate from its
operations, Political conduct when
exposed to the most enlightened
publicity and effective checks has
always been bad enough. - But
what - must it be  in managing
secretively - and ‘-autonomousty .|
an institution . like the 18 billion.
dollar Internatiodal Monetary
Fund-Bank?. The = answer. may -
well be foreshadowed in the high,
tax exempt salaries and perquis-
ites which the officers of the Fund
provided for themselves and em-
ployees.

As the International Monetary
Fund’s financial statement shows,
and as everyone who understood
this. scheme knew when it was
passed would be the case, it ig -
being used = to supply  foreign
countries with dollars, the same as
all the other foreign aid schemes.
The . Fund’s statement for. the'

{month of March, 1948, shows that -

it has “loaned” the dollar equiva-
lent of roundly $600,000,000, ap—
proximately 99% of which con-
sisted of American dollars.

In order to prevent further in-
jury to international relations and
universal - degradation of morals
inherent in  the operation of the
International Monetary Fund, and
to save the nation as much as pos-
sible from the anathema this is
bringing down upon it, I ask the
Congress to support my .Bill for
the immediaté withdrawal of the
United States from this mtema;, %8

tional communitarian scheme, .

a
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a supply of such elementary items
as pencils’ and -paper, -because
there will be plenty of figuring to
be done! And Jlast, but by no
means least, he must have the ca-
pacity - for understandmg human

suggestions and ‘plans in‘a- way
which will be comprehensxble to

Sparing A Widow Addltional
.Grief - -

We can assume that the mdivxd-
ual in this case finally has realized
the need for establishing d' con-
crete plan which will conserve
for his wife and children the
estate which he has worked 'so
hard to build up during his life-
time. It is still surprising to find

are so busy building up an estate
that they neglect ‘to take the time
to 'make the best arrangements
not only” for what they already
have accumulated, . but also . for
that which ‘they expect to-'accu-
mulate. | Or if anything is done,
it is limited to the’ 'making of a
will—which, in eifect may merely
“pass the buck to one’s family—
in"the case of a man, He says,
“I'm’ Jeaving . everything ‘to my
wife—want her to have it all.”

very' admirable’ and natura 1
thought' But'what experience has
she had i in handling financial mat-
ters “or’ managing property? ' In
most cases, the wife has had none,
as she has always depended upon
her husband to take care of. such
And yet there is still

everything joint.” ‘How simple it
would “be to relieve a ‘grieving
widow “of 'additional worry and
not -have her dependent upon a
busy - friend -or relative ‘who has
his own affairs to handle or sub-
ject 'to the preying of unscrupu-
lous: individuals of whom there
always will be some in the world!
Regardless’ of how adequate and

{satisfactory all “home-made”

plans' seem to’look through' the
rose-colored ' 'glasses = of " happy
marned life, the survivor of this
.union, ' unfortunately, ‘does have
the important: problem. of man-
aging and/or disposing of the
estate, Indeed it is ‘only" after
considerable - education — and
sometimes after needless misfor-
tune—that ‘ the  average. layman
decides to do something about his
usually hard-earned estate,

Let us now sit down and have
our: initial talk with our contact,
whom we shall call Mr. Prospect.

(1) Analysis of the Nature of
ALL Property: After ihe prehm-
iraries; ' during which Mr. Pros-
pect asserts that he has been go-
ing to do'this very thing for some
time and decided that the start of
the New Year provided an excel-
lent . opportunity, he asks, “Well,
what " can you :do for me?” of
course, I explain to him:that first
he must disclose to us ALL of his
property or assets and also what

he hopes to accomplish with his

estate. Perhaps the best way to
start, I tell him, will be to make a
complete inventory of his present
assets and liabilities. For this pur-

echoed’ by’ the husband, “It’s" all
taken’ care of ” or: “We- have

Bonds: Husband
U, S. Governmcnt--- BN

pose a form is used as follows:

Wite : Joint Total
i $5,000 $5,000
; 1,000
4,000
6,000
5,000
3,000
25,000
1,000
125,000

1,500
25,000

$139 500

The form lists the assets in that
order because that seems to"be
the most natural way for people
to ‘think ' of " these “items - Many
times they  never even ‘mention

+ the jtems which ‘are owned jointly

until they are:asked ‘about’them.
They 'presumably believe, as' do
many uninformed individuals,
that such items are taken care of
completely by.virtue of joint own-
ership. And -then they casually
‘mention their insurance since they
already. have: selected one of: the
options available to them. Under
the terms .of: their policies, the
proceeds are going 'to be paid'in
a predetermined manner directly
to the wife or children. Such a
false sense of security, into which
so many are lulled, is one of the
factors which causes great suffer-
ing to the very persons who are
supposed to be - benefiting from
these properties and the proceeds
of these policies, " i
In any  event, Mr. Prospect
seems quite impressed with the
tabulation of his own assets. It is
not at all unlikely that it is the
first: time that such a compilation
has been made: for or: by Mr.
Prospect. We also learn that there
are no liabilities other than those
of a routine and minor nature.
The next step is-to estimate
roughly ‘Mr. Prospect’s Federal
estate tax—we can.do no more
than that at this time~—which we
find to be’approximately $23,000.
Mr. Prospect looks very much sur-
rised so I have the feeling that
e ‘already is finding the confer-
ence and analysis’ most worth-
‘while. "It is pointed out that there
is some discussion of a change in
the tax law but that he should
make some plans on the basis of
our present law and, if necessary,

" revise them at a later date.

‘Continuing with the ‘analysis

-.of the estate, we learn that all of

gmzed for FRASER

$1,000 $34,500 $175,000

the  property ‘is a result of the
contribution through earnings of
the husband,  excepting ' $1,000
stock and about $1,000 of the joint
bank account, ‘Those two items
came to. Mrs.. Prospect from: the
estate of an aunt. At this point
he also mentions the possibility
that his wife may inherit as much
as $25,000. moré from other rela-
tives ' sometime durmg the next
ten-year period, It is surprising
how much valuable and pertinent
data .is obtajned through casual
conversation with every prospect.
Yet the best job can only be done
for  the ’prospect with’ complete
information,* The business: assets
consist of equipment and accounts
receivable,’ Interrogation discloses
that Mr, Prospect’s business is
operated on ‘a ‘partnership’ basis.
Furthermore, no  arrangements
have been made to carry on the
business in‘the event of the death
of one of the partners. It is some-
thing- which apparently had been
mentioned by the partners, but
never ‘pursued to the point where
a definite decision on disposition |
was reached, A ‘very common and,
again unfortunately, very human
occurrence.

(2) Review and Reconsnderatlon
of Any Plans Already Formulated:
No previous plans. ‘had been made;
so it ‘is not  necessary to devote
any. time to this step.

(3) Frank Dlscussion of Desired
Objectives: . Of course, Mr. Pros-
pect says that his’ overall objec-
tive is to provide financial secur-
ity and comfort ‘for, his wife and
children. His ‘wife is the same age
as he—41-—~and he has three chil-
dren—two . boys, aged 5 and 6,

and a girl, aged 11. ‘As is usually
the case, Mr. Prospect wants his
wife to be in a position to mam«
tain. “the standard - of living to

whxch she has been- accustomed

during their married life. He also
wants to insure a college educa-
tion for each of 'the’children, in-
cluding the ‘possibility of profes-
sional-or graduate school training
for the boys. ‘The present home,
he hopes, will be retained by his
wife until the children” have com-
pleted . their schooling, “although
he then feels that it might be sold'
and smaller quarters -found for
hig wife. It is his further expecta-
tion - that’ his’ insurance: monies
will provide: an estate of $20,000
for each child, while his wife will
have the balance of about $65,000
for her exclusive use. ‘Neverthe-
less, it is his intent that the wife
will have full access to the entire
estate, sincluding the msurance
during her lifetime.

Mr, Prospect estimates that his’
earnings over: the next ten years
will ' be $30,000-$40,000 annually,
while his savings or surplus fund
each 'year will vary’ between
$5,000 and $8,000.

We also learn which members
of his wife’s family, as ‘well a
his own 'family, are still living,
This fact usually ‘comes. to:light
when discussing the possibility of
a’'common disaster 'to the husband
and the wife. It is wise to provide
for such a'contingency and have
a legal guardian named.in the will

‘for the children, if they still are

minors, ‘Mr. Prospect like many
others, had never thought of that
possibility and said that he would
have to talk that point over with
his wife, ' He would guess that his
sister~in-law, who  has only' one
child, probably would assume the
responslbxhty of the ‘moral or
spxrltual guardianship.

sideration of the specific steps and
the balance of the interview is
devoted to the discussion of the
general aspects of Mr. Prospect’s
situation and the various possibili-
ties that may fit his requirements.
This is possible ‘due to our wide
and long experience, not only in
working out plans for many others
like Mr. Prospect, but also in the
administration of an equally large
number of estates in our various
capacities as executor, adminis-
trator, guardian and trustee. How-
ever, no commitments can be
made pending further study and
conferences with his attorney, his
insurance underwriter and him-
self, as well as any other special-
ists which it “is ‘deemed “best ‘to
consult on the plan. .It is-already
discernible that® Mr. ‘Prospect is
beginning to' realize that this is
a much more important—and cer-
tainly. more . complex!—problem
than he had imagined.

1t is then agreed that Mr. Pros-
pect wﬂl bring his insurance pol~
icies in to the trust company and,
that plans will' be submitted to
him prior to our first conference
with his attorney, He. takes his
leave very appreciative of our
pointing out his great need for a
definite estate plan.

Upon receipt. of the insurance
policies the following day—which
indicated ‘Mr. Prospect’s interest
—we resume our study of his es-
tate” plan.

(4) Consnderatmn of Federal
‘Tax Liabilities: " First we deter-
mine the estimated Federal es-
tate tax as shown by the list and
nature of the assets given to us
by Mr.- Prospect-and on- the basis
of the present tax laws. All assets.
with the exception of the $1,000 ‘of
stock: and $1,000 of cash owned
by his wife as separate property,
will be supject to the Federal tax
in Mr. Prospect’s estate, if he pre-
deceases his ‘wife. After his pres-
ent exemption of.$60,000 and de-
duction” of $5,500 for approxlmate
last. illness and.- funeral expenses
and costs of :administration, there
will be an estimated, estate, ‘sub-
ject 1o Federal ‘taxes, of $107, 500
on_ which ‘the: Federal estate. tax
alone will’ be about*$23,000:"
We set:up tables; to. show the
cash>requ1rements ofﬁ'his estate.’
What hls wife ‘will ‘own “outright

as ‘gl result of the Jomt’ regxstta—

‘We now break away fromicon- |

tion of certain property—and also
the items which ‘will constitute
his ‘estate, *Of ‘course,: the insur-
ance is payable directly to ‘his
wife and/or children under se-
lected options, so we find that
there is ‘a deficit of roughly $8,500
for Federal tax purposes in ‘Mr.
Prospect’s estate, In‘view of such
circumstances the' Federal Gov-
ernment will have a pl‘lO!‘ lien
against his insurance monies -so
that ‘any deficiency 'for Federal
estate taxes will be collected from
the insurance monies, even though
payable to his ‘wife and/or chil-
dren. This immediately raises an

discussed under steo (6).

Next we show ‘what the Fed-
eral estate tax liability will be on
his widow’s estate.’ Assuming that
Mr, Prospect predeceases his wife
and further assuming that she, in
turn, becomes deceased five years
after his death, we  find that -tax
Tiability to'be apr}roximately $12,-
500. ' Certain ' other 'assumptions
are: made regarding ' the use  of

ome' principal funds by his

idow.

From a purely tax angle ‘we
estimate ‘the  same tax liability
for the estates, ‘including the' in-
surance momes, of both Mr. Pros-
pect ‘and’ his wife, ‘if they ‘were
placed in trust. ' If a trust is set
up giving his wife a “life inter-
est” “therein' with ultimate dis-
tribution. upon her death’to' the
children, there will be a probable
tax  saving—for Federal estate
taxes alone—on the combined ‘es-
tates of -$12,500, Under ‘such an
arrangement the trust provision
in the will must be drawn in such-
a way that there will be no dan-
ger ‘of the trust assets being in-
cluded in the widow’s estate.

«On the basis of Mr. Prospect’s
own estimate of minimum annual
savings of $5,000 over the next
ten years, we' calculate their tax
liability ~ten years hence—both
with and without the:aforemen-
tioned trust arrangement. The re-
spective estimates are $37,000 and
$59,000, a saving of approximately
$22,000 with. the -trust arrange-
ment on a combined basis.

There are still. other factors
which should be noted. in this
particular case and they are cited
in footnotes: to 'the plan—for dis-
cussion with his'attorney or any
other specialist,

(a) Possibility of a $25,000 in-
heritance by his wife—it would
be wise not to build up the wife’s
estate much above $60.000 if that
can be prevented, although ‘we.
may- find it necessary to equalize
the two estates inasmuch as death
is an uncertaintv.:" -

(b) ' The new Community Prop-
erty Tax Law now in effect in
Michigan.

This law is.a mo'r.watinur 'factor
for:Mr. Prospect to:

(1) Maintain accurate records of
the' distribution of income - be-
tween his wife and himself.: (Sug-
gestion that his partnership make
out two checks each month—one
to his wife and one to himself.)

(2) Maintain separate bank ac-
counts.” (Each party could have

other.) ‘

Lastly, we “have prepared  a
table showing Mr. Prospect’s in-
come. tax: liability both :currently
and under the new ‘‘Community
Property Tax Law, indicating the
approximate savings under ' the
new law. Supplementing  this
table, we also show the estimated

der the various proposals as sug-~
gested and outlined above. :
(5) Dlsposmon Now of Certain
Ttems in‘the Estate ‘Through Sale.
‘Outright ‘Gift “or an Irrevocable
Trust; or the Determination of the
Mcthods of Liquidation at a Later
Pate: ' Under this category we are
ready ‘to ‘consider ‘the- annual ‘es-
timated increase to-Mr. Prospect’s
estate throuch savmgs We know
that a portion ‘of thls increase
the” ‘estate!:'will' {bé:" con-
SUmed by death: taxes upon his
‘decease.’ Perhaps we: should con=
sider the ‘possibility ‘'of Mr. Pros-
ﬁect makmv some glfts over the

L

important question which will* be]

'personal - affairs.

the power  of 'attorney on' the|

monthly income for his wife un-

next 10- year period. If he makes
gifts to his wife, her estate ‘prob-
ably will be over the $60,000 level,

although -such action- would be

better than permitting the savings
to- become ' an ‘increment’ to“his
estate, because the tax rates are
in"the higher brackets' for Mr.

Prospect’s’ estate.: Probably ' the
best’ suggestion ‘for Mr. Prospect,

provided that ‘he feels ‘thatcir-
cumstances will permit, is to make
annual  gifts: of *$1,000-$2,000" to
‘each of his children and establish
xrrevocable trusts  for: that pur-
pose. " The - income " from " these
trusts then could be accumiilated
in’’ guardianship - accounts™ uritil

1'such:; time’.as ‘the ‘children woild

need -the- funds .for: their educa-
tfon. ‘This  would ‘accomplish’ two
parts of - Mr. Prospect’s over-all
obJectlve' g

(1) Build up an estate for: each
of  the chlldren—-posmbly to ‘the
maximum desired.

(2) Reduce tax hablllty

It has been noted that no pro-
vision has been made by
Prospect and his partner for t,he
convénient ' liquidation of thexr'
business upon the death of one of
the partners. This is another: ex~
ample of how lax many successful
business = and  professional = mén
can be about’some phases of their
On” ‘the ‘other
hand, it gives some indication’ of

‘the ‘need for good financial ad-

visers who provide not only coun-
sel, ‘but’who also have the facil-
ities for relieving these very busy
individuals * of "“the' burdens ' of
physically handling the many ‘and
complicated ‘details. ‘A simple ‘so-
lutien for’ Mr. Prospect and ‘his
partner ‘would be’for each partner
{0 take out an insurance policy on

‘[ the 'life of the other in the esti-
‘mated -amount of their. respective

interests in the business. By ‘such
an arrangement.’ the ‘‘surviving:
partner ‘would ‘be provided - with
funds to purchase immediately the
assets ‘of ‘the’'deceased * partner
from the latter’s estate. ‘And in
Mr. Prospect’s case, such’ an: ar-
rangement would aid substantially
in ' meéting the antlcxpated tax’
liability:

(6) Review of Life Insurance to
Ascertain the ‘Adequacy of the In-
surance Program: It has been -jn-
dicated that Mr. Prospect’s estate
at present, and. probably over the
next year or so, will be inade-
quate to-satisfy Federal tax claims
against -it.” Thus, 'any def1c1ency
will -have ‘to be. paid out of his
insurance monies, | However, Mr.
Prospect may wish to take out
additional insurance to-.cover this -
anticipated ' deficit since: he has

told us that he feels that his pres-

ent insurance will be required to

.{1ake care of his family. Further-

more, his estimated earnings will
be sufficient to provide the addi-
tional insurance which can be
made pa’yable directly ~to the
estate.

As outlmed under step (5)
above it' also- will be suggested
that' Mr. Prospect consider: with
his partner the advisability of.a
business insurance policy. g

(7) Determination of the Meth-
od of Handling' the Insurance Pro-
ceeds and -Consideration of 'Estab-
lishment' ‘of 'a ' Life " Insurance
"rust: ‘'With Mr. Prospect’s per-
mission we now_ discuss his pol-
icies with the insurance under-'
writer’ from “whom 'he “purchased
them. The life" insurance under-:
writer is fully equlpped with ‘the' "
knowledge of the various options
which are available to’ Mr. Pros-'
pect. 'We ‘explain ‘the ‘objectives
of the case—outline the estimated
tax: liability - uinder the plang we
intend to present to our prospect
Zand. also "'what™ has been ™ sug-
gested “under ‘steps’ numbers” (5)
and' (6) regarding a! busmess m—-
surance pohcy 3

Some insurance compames per-
mit 3’ trustee; where “a lifé ‘insur-
ance trust has been established,
to'celect ‘the option either of ‘tak-
ing a-lump'sum settlement or per-
mitting the’ monies to remain with
the insurance company. However, ¥
Mr. Prospect’s _company  is not
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among -those relatively few com-
panies which grant a trustee such
Iatitude, :

A life insurance trust is not al-
ways.a “must,” but after careful
consideration of all angles, includ-
ing the information received from
Jife- insurance, underwriter, it is
deemed best that Mr. Prospect
consider the establishment of such
a trust. There are several reasons
which warrant this conclusion, the
more important.of which are:

(a) " Sufficient income to take
care of the family.: e
7 (b) Trust arrangement will not
seriously ‘affect income tax status’
of the wife. N
. (c) ‘Greater flexibility in util-
ization of the proceeds of the life
insurance policies.

. d) Contribute, in part, to re-
duction of death taxes.

(8) Consideration of an Imme-
diate Plan for the Management of
All or a Part of Present Property:
At t}_le present time there is noth-
ing in Mr, Prospect’s estate tha’
requires ' . management service
However, if he should pursue ou
suggestion that individual trusts
of an irrevocable nature be estab-
lished for .each of the -children
‘this- would constitute a form of
investment management.

The above: information is now
- assembled and charted and it is
reviewed by cur Estate Planning
Committee, comprised of person-
nel from the Tax, Investment and
Trust Administrative Departments,
The basic theories and suggestions
are endorsed by the Committee
after careful study and the plans
are submitted to Mr. Prospect.

Ten days later Mr. Prospect t2l-
ephoned to say that he has studied
the material very carefully and
that he likes the plans very much.
He then asked that we arrange for
separate conferences—first, with
the insurance underwriter 'and,
secondly, with his attorney.

The . necessary = arrangements
were made and the first meeting
was held with thelife insurance
underwriter ‘and Mr. Prospect.
Due to our previous discussions
with the former, he was wholly
familiar with the entire situation.
He explained the various policies
and why ‘he, too, would recom-
mend that a life insurance trust
be established. I then queried Mr.
Prospect whether he would want
to “invade” the present insurance
monies to satisfy the Federal Gov-
ernment’s claim for estate taxes.
He was reluctant to do that .and
at least until his estate had .grown
-larger, he ‘decided .to-take out an
additional ' policy, payable to his
_estate, to take care of that poten-
‘tial indebtedness.. The insurance
underivriter arranged for the en-
dorsements. oni his present. insur-
‘ance policies 'to be included under
the trust and also to write the ad-
ditional ‘insurance. The insurance
phase concluded, 'we radjourned

and:Mr. Prospect and:I awaited»l :

the ‘arrival of his attorney.

.1 :(9) Make a ' Will:~ A copy,of our
proposed plan had been delivered
.to the attorney at the time of ar-
ranging the appointment so that
when he arrived for the confer-
ence: he was apprised ' of the
salient features of it.. Mr. Prospect
himself actually sold our plan to
his attorney and the latter found
no-legal obstacles to any part of
it. © Mr.. Prospect: also furnished
the missing details from our orig-
‘inal meeting and had noted his
preferences of the optional fea-
tures of the plans. Both of them
then discussed wills for Mr. Pros-
pect and his. wife and it was de-
cided to set up a trust only under
Mr. Prospect’s will. Mr, Prospect
advised ' his = attorney that ' he
wanted our company to act as
executor and/or trustee under
both wills, as well as co-guardian
with his sister-in-law. for ‘any,
minor children. And this was an
important -and interesting devel-
opment, because neither he nor I

had. even. mentioned that angle.
Actually, we have fcund this to;

be a very natural result when-
ever people have us analyze their
estates and submit plans to them.
Undoubtedly the ' prospect feels
that we definitely know our busi-
ness ‘and that we can administer
an]estate better than any individ-
ual.

The important parts of the irust
are agreed upon and there is to
be a provision for the invasion of
principal where necessary for the
benefit of Mrs, Prospect. . There
also is to be granted to the wife

-| the: power of : appointment, al-

*hough, as the attorney stressed to
aig client, this provision must be
very carefully ~worded ‘so -that
ihere: will ‘be no danger: of .the
.rust assets, once again, being in-
cluded in, his wife’s estate."*
(10) Preparation of Legal Doc-

aments: In addition to the wills,,

we discussed the instruments to
cover the life insurance trust and
the - irrevocable  trusts: for: the
children. Mr, Prospect decided
that he could arrange to make
annual gifts to each of the chil-
dren and that, if the instruments
are drawn up, he then could guage
the size of the gifts according to
his eircumstances, There was one
‘other step with respect to #e
children’s. ‘trusts—and that was
the queslion of setting up collat-
eral guardianship trusts to-accu-
mulate  income: from the large
trusts until such time as it would
be needed by the benefic.aries
for ‘educational purposcs. :

This meetin? then ended with
2 tentative date, to be confirmed
by ‘Mr, Prospect, for the execu-
tion ‘of the instruments. The at-
torney then drafted the necessary
documents and we worked closely
with him on the trust provisions
since- the former realized that
there were many phases of trust
administration and overation with
which he was not familiar: The
wills and agrcements then were
submitted to Mr. Prospect for
final approval by both him' and
his" wife.

(11) Development of Personal
»nd Family Relationships with the
Agent, Executor or Trustee: The
final meeting was held with Mr.
Prospect and his wife, together
with his attorney, and all docu-
ments were executed. It also pro-
vided an opwortunity for Mrs,
Prospect to ‘become acquainted
with the executor and trustee of
both her husband’s and her own
estates. I took:them on a tour
.of 'the Trust Company anA intro-
duced them to several of.the key
personnel on-the staff, They re-
‘marked almost- in‘ unison. upon
leaving that they were doing so
with an added sense of satisfaction
and a greater feeling of security:.

Accomplishments of  Mr, Prospect

Mr, Prosnect completed in‘about
one : montlys time what he had
wanted to do for several years,
He.now had accomplished:

(1) Comprehensive plan of fi-
nancial protection for his wife and
children—as well as for himself.

(2) His estate ‘and that of his
wife will be conserved.

(3) Taxes will be minimized.

(4) A plan sufficientlv- flexible
and a financial counsellor suffi-
ciently interested so that any de-
velopments, such as a change in
the tax laws,-that may affect his
estate will be brought to his atten-
tion and the necessary action
taken.

Everyone Needs An Estate Plan

Not all plans embrace as many
angles as did that of Mr. Prospect,
Some are relatively simpler, while
others are even more complicated.
But large or small—a person has
a moral obligation not only to his
or her family, but also to society,
to conserve his or her estate. The
Estate Planner, on the other hand,
has an obligation to society to as-
sist ‘everyone in cetting up the
plan which will best fulfill this
objective. - At ‘the risk of being
repet_tious, I should like to state

that everyone has a need for de- |

veloping a 'gocd estate plan.

Recent Progress in “Planning”

During - the past year much
worthwhile = effort “has been put
forth toward educating the gen-
eral pubiic on this all-important
subject. of Estate Planning, One
of the most active groups in this
respect’ has been the banks and
trust companies, probably because
of their uniquely @ advantageous
position.. And they have been: as-
sisted by. many outside groups,
such as the Life Insurance Under-
wr.ters, who already appreciate
the important part ‘which these
institutions play in Estate Plan-
ning. The Insurance Research &
Review Magazine - published an
article recently  entitled, = “The
Meanest Thing You. Can Do to a
Friend” which goes on to complete
this sentence with ‘“is name him
executor in your will”? The ar-
ticle " concludes : by stating that
there .is no one better qualified
for this work than a trust com-
pany., Trust-Life Insurance Coun-
cils have been established in more
communities  and -this is a most
natural alliance as the two groups
supplement each other in almost
every respect. The legal profes-
sion also is comirg to realize that
our present complex economy re-
quires a specialization which ‘was
not recognized in the past. Ac-
cordingly, the 'relationships be-
iween this group and Estate Plan-
ners, - Financial = Advisers and
Trustmen  have improved  im-
measurably in . recent months
alone.

All in all the overall trend is
most . encouraging, as each .day
finds more families like that of

Mr. Prospect acquiring that much-
needed financial, protection
through good Estate Planning.
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| Astor. They .also chose the-occa-
 sion to honor eight of their asso-
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'NEWs ABOUT BANKS
AND BANKERS

Stockholders of Bank of New
York and of The Fifth Avenue
Bank of New York voted at spe-
cial meetings on April 15 to ap-
prove:the merger agreement en-
tered into last month by’ the re-
spective boards of trustees and di-
rectors. The name “Bank of New
York - and Fifth Avenue” was
adopted for the merged institu-
tion. Of the total vote at the
Bank of New York meeting, which
represented 85.7% of all stock out-
standing, more than 99.9%, it is
announced, was favorable.. It is
f\%ther stated that .at the Fifth
Avenue Bank meeting 94% of the
stock was represented, with more
than 99.9% of votes present being
favorable.” John C. Traphagen,
President of Bank of New . York
since 1931, will be Chairman and
Chief 'Executive of the merged
bank. John I. Downey, President
of The Fifth Avenue Bank; will be
Vice-Chairman and the directing

1 head of the Fifth Avenue office o

the combined institution. Albert
C. Simmonds, Jr., who. has been
Vice-President of Bank of New
York since 1941 and more recently
in charge of the commercial bank-
ing department, will serve as
President. Edwin G. Merrill,' who
has served as Chairman since 1931,
becomes Honorary Chairman.
Items regarding the merger ap-
peared in our issues of March 18,
page 1228, and March 25, page
1332.
- 0 % ki

The New: York State Banking

Department on March 22 approved

stock of the Trade Bank & Trust
Company of New York, from $1,~
500,000 consisting of 150,000 shares
of the par value of $10 each, to
$1,800,000, consisting * of 180,000
shares, par $10 each.. An item re-
garding the. plans to increase the
capital appeared in our March- 4
issue, page 1012,

* W it

Officers and employees of the
Union Square Savings Bank of
New York on April 16 celebrated
the 100th ' Anniversary of. the
bank’s incorporation with a “fam-~
ily”” ' dinner-dance at the Hotel

ciates who have been with the in-
stitution for:20 years -or longer.
R. H. Brownell, President of the
Bank, welcomed the 60 men and
women ~of his staff ~and their
guests. He noted. that when the
bank opened on July’1, 1848, the
only paid employees were a $400-
a-year, accountant and a porter
who acted as office boy and.mes~
senger. 'The first day’s business
brought: 38 accounts . totaling
$1,263, ‘he said, and as of Jan. 1,
last, the bank has $59,380,689 in
deposits with 42,398 deposit ac-
counts. * An ‘earlier reference  to
the bank's anniversary appeared
in' these columns April 15, page
1663, 5 et '
[ it X 3

The Amalgamated Bank of New
York, at 15 Union Square, organ-
ized by the Amalgamated Clothing
Workers of America, together
with the Algamated Bank and
Trust Company of Chicago, cele-
brated ' its .25th anniversary -on
April 14, The occasion was marked
by ‘a dinner that evening at the
Commodore Hotel where Leslie R.
Rounds, ‘First Vice-President  of
the Federal Reserve Bank of New
York was the guest speaker. -In
a statement issued on April 13 by
Michael' M. Nisselson, - Amalga-
mated Bank President, and Jacob
S. Potofsky, Chairman “of = the
Board and President of the Amal-
gamated Clothing: Workers, the

%*

porting resources of ' $37,963,524,
the Amalgamated Bank of New

York announced it has.12,700 de-.
‘positors today in contrast to the

few  who helped establish the
bank in :1923 under. the guidance:
of the.late Sidney. Hillman, Mr.
Potofsky’s predecessor as head of:
the Almagamated Clothing Work-
ers: The Chicago bank today has
assets of over $36,000,000.
" kS %

What bankers do after “bankers’
hours” is the subject of a series of
exhibits, the first of which is now
in the windows of Colonial Trust *
Company of New York in Rocke-
feller Center. The 18 paintings
shown are the work of Clarence
R. Chaney, Vice-Chairman of the
Board of Northwestern National
Bank, Minneapolis, Minn. In an-
nouncing the exhibit Arthur S.
Kleeman, President ‘of Colonia)
Trust Company, noted that Mr.
Chaney was recently paid the un-
usual tribute of being invited by
the Minneapolis Club to have a
“One Man Show,” and his pictures
drew high praise. from all the
critics .of the country who visited
the show, as well as from the ari
editors of the Minneapolis press.

£ £ B . ¥

Henry Bruere, President ‘of -
The Boewery Savings Bank of New
York 1is giving a luncheon- in
honor of the trustees of %:.e Bank, "
at the 130 Bowery Office, Satur-
day, April ;1 24, ‘More than' 200
guests, including trustees, officers,
employees and. many wives, will
attend ' the ' luncheon. -Murray
Shields, = Vice-President of - the
Bank of the Manhattan Company,
will talk on “The New Industrial
Revolution.”. Adolf A. Berle, Jr.,
formerly with the Department of -
State, will speak on “Is There an -
Answer to the Russian Riddle?”

& W

The National Bank of Water-
vleit, at Watervleit, N. Y., was
absorbed, effective April 2, by the
State Bank of Albany, at Albany,
N. Y. The Watervleit Bank had:
a capital of $153,635, of which
$73,635 consists of stock A (RFC)
and 40,000 preferred stock B, local,
according to the April 12 Bulletin.
of the Comptroller: of' the Cur-
rency. With its - absorption the -
Watervleit bank becomes a branch.
of the Albany institution.

% % £

' “Kneeland B. Wilkes was elected
a trustee of the Western Savings
Bank of Buffalo, N, Y., on April
14, according'to the Buffalo “Eve- -
ning News™ of that date.' The ad~
vices ‘from ‘which ‘we quote also
stale that the board also named
Charles F. McGahan as Secretary,
succeeding the late Fred C, Sprick-
man. Donald M. Crawford, former
Vice-President of the Hill Mort-
gage Corporation, was appointect
to the mortgage and lean depart-
ment’ of the bank. ;
o 3
At 'a meeting ‘of the executive
committee of the Boston Safe De-
posit & Trust Company:of Boston,
Mass., on April 15, Horace W. Col2
was elected Secretary of the com-
pany ‘to fill the "vacancy caused
by the death of William F. Tripp.
Mr. Cole has been in the employ
of the company. for the last .15
years and since the first of the
year has served as an Assistant
Trust Officer, it was stated in the
Boston “Herald”-of ‘April 15.
g ety

“ i

T

Stockholders” of ‘the Riverside
Trust Company at Hartford, Conn.,
in annual meeting on April 12
added John S. Garvan, Jr,, Vice-
President of P. Garvan, Inc., t2-
the board of -directors and re-
elected the other members. This

progress made by the bank during

a quarter, of a century was re-

‘viewed and its services listed: Res

is ;learned from t_he Hartford
(Continued on page 37)
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havior of members of Congress. Even though the
Administration, at least as represented by the President,
his Defense Secretary, and apparently the Army
authorities does not think it wise to launch upon any
such program at this time, the plan is commonly re-
garded as more or less certain to find acceptance in
Congress and to be enacted into law unless the President
uses his veto power — and quite possibly even if he
does.. Meanwhile the Navy would like a greatly enlarged
air arm, and is not particularly backward about making
its wants and wishes known, at least on Capitol Hill.

Arguing Still

Now, first of all, there is a distressing lack of agreement
among the authorities about what would constitute the best
type of defenseforce we could build. This lack of coordi-
nated, and in the end more or less concerted thinking about
such things among the so-called experts — a lack apparently
. growing as much out of traditions, partisan prejudices, and
the likfe as out of rational differences of view inevitable in
any science so much in a state of flux as is the military in
t}}ese days and times — was, of course, a topic of much
discussion and regret during World War II. Upon occasion
it seriously interfered with the attainment of the ultimate
in offensive and defensive effectiveness. It was supposed to
have been eliminated, or organized out of our military system
when all its branches were consolidated into one -defense
portfolio.. Evidently its elimination has not been accom-
plished. i '

. But even more serious questions are raised by all
this current controversy. One must conclude from the
amount of money to be expended, beginning almost at
once under these proposals, that fully developed and
tested planes are to be put into production at the earliest
moment. What kind of planes would these be? Bluntly,
there is no answer to this question, so far as the rank
and file of the citizens are concerned. So far as we are

~aware, no specific information on the point is in the
possession even of ‘those, such as plane manufacturers,
who would normally be;well informed on the subject— .
or at least as, well informed as any one outside of the
stnctl,y inner circles of government. As to details—
-assuming that details of anything new have been de-
velopgd — it is easy to conceive of good reasons why
such information is not public property,

How Much Real Advance? '

: Th_e fact remains, however, that opposition within the
Inner circle to this vast outlay for additional planes appears

to rest upon knowledge that any aircraft, with certain ex-|"

ceptions perhaps, built in large numbers in'the next year
or two — or at any rate in the next year — would be so
little  advanced from World War II craft that they would
be obsolete before completion. This, of course, is the old,
old controversy about volume production of the best avail-
able craft versus much smaller production to give greater
attention to improvements in design. Hitler is supposed to
have decided upon mass production in the middle thirties
and to have come dangerously near winning the war thereby.
But circumstances in which we find ourselves today
are vastly different. We have no enemies poised just
beyond_our. borders. | We have no desire, and only
: dou})tful ability to rush into a surprise, aggressive war
against anyone. About the only condition under which
it would' appear at all wise for us to imitate Hitler would
be'one in which some: prospective enemy was already
doing so — with such modifications as are necessary to
m?ke their weapons effective against us thousands of
ml}es away. Since nowhere in the world does there
exist any military strength which could possibly con-
stitute a threat to us outside of Russia, the question
really rgsolves itself into one which concerns itself with
the possibility that Russia has devised and is now mass-,
prodpcmg weapons with which she could reach us or
our immediate and direct interests — and reach them
at points which we could in any event defend.

What Competition?

If Russia has embarked upon such a course of action —

» not merely building 12 times as many planes as are we, but
building planes and whatever other devices as are necessary
to reach. us at points-which we can and would defend—
then, qf course, there is at least an argument for building
as rapldly as may be-a large air force to defend ourselves

- and our interests, one at least large enough to serve that
purpose — and to build it even if in the certainty that we
should have to replace it almost as soon as it was built with

- more up-to-the-minute. craft. One could, in such' circum-
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stances, readily understand a belief that .we were under
the necessity of building and rebuilding a large air force
year after year to keep it fully up to date. But is Russia
doing anything of the sort? So far as we are aware, thci
American people have never been told there is any rea
ground even for suspecting that she is. .
There is, however, another serious aspect of th}s
situation. It is this. How does it happen — if happen it
does — that we are no further advanced (beyond the
latest World War II craft) than is apparently the case
— or at least is the case if the arguments of Administra-
tion spokesmen are to be taken at full face value. As to
the general public; it is hopelessly copfu§ed and uncer-
tain about the current situation. Allcc-m-Wopderland
stories about new devices alternate with assertions that
nothing very much other than what we had on V-J Day
has as yet advanced much if at all beyond the drawing
board stage. Is it true that should war come tomorrow,
the best we could do would be to resume productu:n
of planes already well developed by the end of 1945?
Is it true, as is asserted now and then, that qther coun-
tries, notably England, is far ahead_of us in at l’east
some aspects of plane design? It is amdersta_mlablc
enough that the authorities would hesitate to make
information of this sort available in detail. Some of it,
doubtless should be kept wholly secret.
The necessity for secrecy must not, however, be per-
mitted to hide incompetence and neglect, and what is true
of aircraft may also be true of other implements of war.

have increased only 38% and to-
day’s basic coach. fare is right
where it was in 1939. In short,
the increase in average prices
which rallroads must pay for-what
they buy is about twice as great
as the increase in the prices which
the railroads may charge for their

can 'be ‘established between cost
and price, the railroads cannot
long continue making these huge
purchases.  Yet, as you men of
industry know full well, such pur-
chases represent ‘another large
segment of our economy which
has a direct stake in our mutual
progress and prosperity. In very
truth, the railroads are among
your best customers.

Railroads—Customers and
: Providers

In addition to being good cus~
tomers, the railroads are good
providers. They furnish the cheap~
est and most efficient mass trans-
portation available” anywhere in
the world. No other ‘agency of
transportation — highway, water,
or ‘air—is willing ‘to carry any-
thing, anywhere, at anytime. Only
the railroads can do that job. And
let me make ,this point crystal
clear that when you pay, freight
charges you are not merely mak-
ing payment for the transporta-
tion service rendered, but you ac-
tually are making an investment
in an ‘essential part of our natiqnal
economy. Payment of freight
charges, therefore, becomes a
double investment.

Railroads, too, are a lucrative
source of revenue for local, state
and federal governments. 'The
taxes which the railroads pay to
this Empire State annually are
equivalent to paying over a mil-
lion dollars every day this month.
Of this tremendous bill; the New
York  Central alone pays over
one-half, Last year our company
accrued over $52,000,000 for total
taxes, or almost 8% of our entire
gross operating revenues. Yet our
net income was less than one-
third of one per cent of those
revenues. ~ Payroll ' taxes alone
amounted to almost $32,000,000
.and -were equivalent to about 17%
of our fixed charges. In fact, they
were substantially more than all
our other taxes, including income
taxes, because we did not have
any income subject to taxation.
Only as the railroads’ heavy bur-

den of high taxes is at least par-

services. Unless a greater balance:

Strong Railroads—
Pattern for Prosperity

(Continued from page 12) !

tially lightened during periods of
maximum traffic can they hope to
have an umbrella to protect them
against traditional rainy days.
Benjamin  Franklin once ' said:
“Only two things in' this life are
certain—death" and - taxes.”
we might add; they don’t come in
that order! : ; :

Role of Investors

The taxpayer has .often been
portrayed as the forlorn little
fellow in a barrel suspended from
his shoulders. In the railroad in-
dustry he has a brother, in some
cases, equally devoid of adequate
coverage. He is the railroad in-
vestor or owrer. The return to
the railroad investor has been
pitifully small in recent years and

‘| in 'some cases it has been abso-

lutely nil. Yet, the investors stake
in financially: sound railroads is
as important as the railroads’ need
for the investor, Without the in-
vestor; the ability of the railroads
to provide employment, make nec-
essary :improvements, and buy
new equipment—in: short, to con-
tinue being one of your best cus-
tomers—is ‘seriously- threatened.
Investors  must be gssured - that
their money will'seéarn an ade-
quate retura if they are to com-
tinie making investments in rail-
roads. z o

There  are’ many. kinds of -in-
vestors; beside ‘the’ individual,
there are the large insurance com-
panies, banks, educational insti-
tutions, and foundations, all hold-
ing large investments in railroad
securities for the benefit of others.
Life insurance companies, for ex-
ample, at the close:of 1946 held
almost  three billion dollars of
railroad. bonds forthe benefit of
people whose livés:are protected
by policies of insurance. This close
relationship of interest between
holders of life insyrance policies
and the railroads emphasizes the
vital necessity for the railroads
to earn an adequate. return on
the capital invested in their fa-
cilities so ihat they in turn cap
pay a fair and proper return: to
their. investors. Last year the
railroads’ return on their net prop-
erty investment was only three
and three-tenths per cent—far
from sufficient to attract. new
capital to the railroad industry
and to enable them to insure the
continuing financial ‘ stability of
those investors dependent ‘upon
railroad prosperity:: %

B

But!

These interests—employe, ship-
per,  receiver, governmeat and
investor, all having wvital stakes
in vigorous and financially siable
railroads, I think; point unmis-
takahly to the fact tnat all of us
are closely woven into tais pat=
tern for progress and prosperity.

Improving Equipment ¢

An eminent jurist once: said,
“The great thing ia. this world
is net so much where we stand;
as in what direction we are mov=-
ing.” The railroads recognize thag
progress cannot be static; it must
be dynamic. Either ‘we move -
ahead toward the achievement of |
further improvemernts or we de-
teriorate.. We cannot stand still
and survive. I feel that progress
and prosperity can move hand in
hand; unfortunately, they do not
always. With undaunted faith that
they will .move together. we. of
the New York Central are forging
ahead wi'h the Jargest new equip-
ment  program ‘- ever ‘undertaken
by a.y rauraa in a similar period.

This  program, started early 'in

1944—long before the end of the
war—to the present time, calls
for 23,400 of the most modern
freizht cars; 720 of the most up= -
to-date passenger - streamliners;

~land 315 uniws of the most modern
By

and efficient motive power.
the end of this year we expect
to have 58 trains all completely
equipped with new: cars.

Our program. of course, is not
limited to new  equipment and

| motive power; it includes plant

and structures, too. Syracuse ig
one cf the nerve centers of our
System. Here are located DeWitt
Yards, the largest and most mod-
ern elassification yards on our
railroad, where we marshall
freight for the east and west, the
north' and south. -Like all our
other - facilities, ‘these are ' com-
stantly being studied in the 'in-
terest of- faster handling of traf«
fic and improved freight service.
For example, we have installed
radio telephone ‘systems' not only
at this particular yard, but also
at our other major classification
yards, in order to speed up oper-
ations. g

In addition, we have completed
final tests looking toward the in-
stallation of radio telephone serv-
ice - for passengers on  feature
trains between New  York and
Chicago, and eventually to St.
Louis. “The necessary telephone
equipment has been ordered and
service will be started upon de=
livers  of new passenger cars
probably in June. ;

Our entire’ program involves a
total expenditure of approxi-
mately $272,000,000. Thisis evi-
dence . of our faith in the future
of ‘America and its railroads;
faith that out of this program of
pﬁogress will come prosperity for
all.

Burden of Loss and Damage
" Cloims ;

Yet, this program' can be seri-
ously jeopardized unless: all of
us vigorously attack one of the.
railroads’ heaviest financial bur-
dens. This burden stems from the
millions of dollars which railroads
pay cut annually for preventable
~—I repeat. preventable—Iloss and
damage claims.  This; of. course,

is not a one-sided problem “in . .|

either its: causes or effects. - Loss
and ‘damage claims represent a’
complete economic waste to ship=
per, transporter, and receiver of
freight, and annually costs all of
us tremendous sums. of money. It
is expected that freight claim
payments by the railroads of the
United States' and Canada this
yvear will again reach a figure in
excess of $100,000,000, or almost
five times the amount paid in
1941. !
Conditions growing out of the
war were important factors con- .
tributing. to these progressively
increased loss and damage claims.
Many of these wartime conditions
were :difficult to control, such as
shortages of manpower and: ex-
perienced help, heavier loading of -
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_freight, - inadequate - containers;
 marked -increase ' in -commodity
prices, and difficulties: of equip-~
ment fhaintenance. I point these
out merely 'to .emphasize again
conditions which were common to
botii the ‘shippers and the rail-
roads. The cessation of hostilities
- overcame  some - of - them; others
are stilrl‘ present-and call for the
most '\ vigorous - educational and
policing job -that all of us can do.
:The subject is of vital concern
to all . who are in any way in-
volved ia_freight shipments. The
rai{roads are -fully alive to the
seriousness of the situation from
the. standpoint not only of the
drain on their revenues and the
reflection “on ‘the character of
their service  but likewise of the
material -and labor losses sus-
tained by the shipper and often
the inconvenience suffered by the
recewver.. ' Present-day 'shortages
underline’ the importance  for
remedial measures. i

Through the cooperation of the
variouts Shippers Advisory Boards
all over the country, the National
Freight Loss and Damage Pre-
vention Committee of the  Asso-
. clation of American Railroads, in-

dividual railroad station commit-
tees,. and greatly enlarged . rail-
road field forces, strenuous efforts
are being. made to. reduce: the
causes of loss and damage freight
claims. We deeply appreciate the

cooperation of shippers in these|

efforts' and particularly the intel-
ligent ‘and " constructive way . in
which they are attacking this
problem'‘and inslituting correc-
tive methods.
AConvinced that the most effec-
tive results. can be attained by
training and education, the New
York Central has undertaken an
exhaustive program  for training
freight ‘station .personnel; truck-
ers, aqd trainmen. With the co-
operation of:local State:Boards of
Edu_cation, freight handlers  at
stations have formed themselves
into- Service Committees.  These
Committees ‘meet frequently to
d}scus_s and devise better ways of
handling  and protecting ship~
ments on trucks, at stations, and
- in railroad cars. In addition, the
instaltation of impact registers for
checking switching operations has
lgssened the shock of shifting cars;
and a visual educational instruc-
tion car shortiy will be operated
as an adjunct of the local training
program. .

All _,th'ese programs are having
the desired effect, but we feel
that one of the greatest services
we can offer shippers is to reject
freight that is inadequately
‘packed or marked. Shippers ap-
preciate this and are-cooperating
by improving containers to make
them stronz enough for shipment.
The results to date are most en-
couraging — claim' receipts have
been reduced and  handling and
unloading have greatly improved.
We are confident that all of .us
recognize this as a-common prob-
lem, calling for united action on
the part of all. Only in such a
way can we hope to achieve the
improvement so desperately
needed. ]

. The annual April campaign for
perfect shipping is now in pro-
gress ... . a campaign sponsored

: tl}rough the efforts of the Re-
giona!l Shippers Advisory Boards,
and a move ‘most appreciated by
the railroads. It serves to em-
ph_axs;ige once again that “perfect
shipping” can and should be the
goal to be attained not one month
én every year but every month
in every year. Toward that end,
1 bespeak your continued cooper-
ation. :

The Tax Question

In closing; I want to leave with
you cne question. 'In 1936 the new
Syracuse passenger station and
grade crossing elimination proj-
écts were completed and opened
for service. These improvements
represented -an outstafiding ' ex-
amplc of cooperative effort among
city, county, state and railroad
company. They involved an ex-

perditure on the part of-the New
York :Central Railroad  Company
of over eight million dollars. No
one will deny-that such .improve-
ments-have greatly enhanced the
progress and prosperity of Syra-
cuse, < Yet, as: a result :of these
same improvements; the railroad’s
taxes have been‘ increased -over
$211,000 a year. e
Railroads would be encouraged
to make iurther improvements if
assurance. could be given' that
taxés would not be increased ‘as
1 result of such improvements.
Now the question that I want to
leave with you today is just this.
How can private investment in
railroad improvements bhe made
to live alongside public invest-
ment in tax free competing forms
of transportation? In your own
self-interest, I ask you most re-
zpectiully to thiank this over care-
fully and then decied for your-
self. Unless all Syracusans sup-
port a public policy which' will
bring railroad taxes and earnings
into- greater balance, the railroads
cannot hope’ to’ maintain their
economic and financial ‘stability;
they cannot hope to continue as
an  independent, - self-sustaining
transportaticn servant of Syracuse

and of our:nation’s other centers
of .commerce. and ‘industry. And
let ‘me assure you that a nation
without strong railroads is a' na-
tion half-crippled. -

+ One hundred ‘and seventy three
years-ago- this' month, ‘on April
19,1775, ' Paul - Revere . took - his
dramatic and historic ride through
New England warning the people
of - approaching ' danger.: Today,
the railroads of this country are
faced with immiment danger. Un-
less rising costs are matched with
adequate revenues; the ability of
the railroads to coatinue provid-
ing - the quantity and quality of
transportation service ‘which the
shipping and traveling public has
a right to expect may be seriously
jeopardized. The great need to-
day is for the modern Paul Reveres
all over the country who will
rise up and warn the public of the
grave -dangers which now con-
front the railroads in maintain-
ing 1iheir financial integrity. If
that is done and the necessary
public' policy is implemented, we
all can':be sure that out of this

pattern. for progress- and pros-

perity, ‘will come stronger rail-
roads and an even Greater Syra-
cuse. 5 :

Inflation ‘.En;danger's

- Economy: Truman

(Continued from first page)

you have upon the course of our
democracy that I am glad to have

this' opportunity to discuss with:

you one of the major problems
confronting our country.

I am going to talk to. you to-
night about inflation.

All of us have the foreign situa-
tion very much on our minds
these days. This is proper, for we
must devote a great .deal of
thought to our foreign relations
if we are to succeed in working
out - the difficult international
problems facing us.  But we can-
not afford to neglect-our problems
at home.

The success of our foreign pol-
icy depends to a very large extent
upon the strength and stability of
our domestic economy. The plain
fact- is, however, that our econ-
omy is in serious danger as a

-vesult of high prices and inflation.

Inflation may seem.to you to be
an old story. But there are some
men in this country—men who
happen to be in- influential posi-~
tions—who still fail to understand
or who deliberately ignore .the
gravity of the situation and the
need  for forthright measures to
meet it. They have tinkered with
the problem of inflation—they
have even taken some feeble steps
in-the right direction. But they
have taken other steps in the
wrong direction—steps that have
made the problem much worse.

A Grave Menace

For my part, I believe that in-
flation is so grave ‘a menace to
this country and to the world that
1 do not propose to let it be for-
gotten. }

I believe that the government
has a clear-cut responsibility to
deal with high prices. I believe
that we know what measures the
government should take. I cannot
sit by silently while inflation con-~
tinues to creep up on the Amer-
ican people, )

The basic facts which make this
problem of such fundamental im-
portance are plain. The world
stands now at one of the decisive
points in history. Emerging from
the most terrible of\ alt wars,
people all over the earth are fix-
ing anew thé pattern of civiliza-
tion.

By virtue of the strength with
which we have been blessed the
United States is the chief support
io those people of the world who
are seeking to rebuild their civil-
ization in accordance with ‘the
principles - of © democracy ‘and

freedom. The heart of our support:

is economic assistance. To be ef-

fective, it ‘must be coupled with

sufficient military strength to give
the free peoples of the world some
]soeqit; of security while they re-
uild.

These requirements must be-

met in ‘large part from the pro-
duction: of American mines and
factories - and = farms.. Thus, a
strong“ American ~economy :is- the
bedrock - upon = which: rest the
hopes ' for 'establishing a  peace
of free men in the world. With-
out it we can provide neither aid,
nor leadership, nor example.

The strength and vitality of our
economy are being undermined by
inflation. High = prices are now
working ‘real hardship upon: most
American families. If unchecked,
inflation will bring on economic
consequences - which = will = hurt
every one of us. This is'not a
new situation, but it is getting
worse. "

I have been calling attention to
the hardships and dangers of high
prices for a long time. I have re-
peatedly “urged business men to
exercise voluntary restraint in
setting prices. Many of them have
courageously done what they
could to hold prices down. But
they were not strong enough to
stem the tide, and prices have
continued to rise, .

Voluntary Restraint Ineffective

By last fall it had become clear
that we could not place our main
reliance on voluntary 'methods.
On Nov. 17 I presented to the
Congress  a ten-point legislative
program  for dealing with infla-
tion.. That program has not been
enacted. And prices have ‘con-
tinued to rise.

The program which I presented
to' the Congress was sound and
necessary last November. It is still
sound, and it is even more neces-
sary now. :

The total demand for goods is
still outrunning production. Com-
petition for scarce items is still
pushing prices up. Employment
is at record levels, but the real
purchasing power of most of our
people is still losing ground to
inflation.

In February there was a break
in the market for wheat, corn and
other agricultural products. But
agricultural prices did not drop
for ‘long, and they did not drop
very far.. The prices paid by
housewives were affected hardly

at all. The general level of prices
has-remained well above ‘the al--

ready excessive level which pre-
vailed in 1947, - : '

And now there are new fac-
tors that have made the outlook
for inflation considerably worse.

Some .key . prices-have been in-
creased, unwisely "and . unneces-
sarily; The outstanding case was,
of course,- the increase - in some
important steel prices, I believe
that the business men who made
these increases. did not consider
their far-reaching effect on the
rest of the economy. They made
the regrettable decision to in-
crease .prices. even :though they
were .already making record
profits, ' In. the: face ' of these
actions, ‘other business men, with
a greater regard for the public
welfare, have fought a losing bat-
tle to keep their prices down.

In addition to these price in-
creases, inflation has been  en-
couraged - by " some unnecessary

interruptions to production. The |’

outstanding ' example, of course,
was the work stoppage in the coal
industry. - The serious 'effect of
the loss of coal production shows
the narrow ‘margin:of supply on
which we' are operating, and how
quickly shortages  of = materials
can cripple our entire economy.

Effect of Tax Reduction

Another new factor making for
inflation is the bill recently en-
acted by the Congress reducing

it, will end in unemployment,
business distress and recession or
depression, It is of little signifi-
cance that no one can forecast
the exact time when this will hap-
pen. The important point is that
we cannot afford to let it happen
at all,

Since I addressed the Congress
one month ago today on the need
for prompt action on the European
Recovery Program and on uni-
versal training and selective °
service, there has been a
greatly. increased interest by our
citizens in national defense and in -
our foreign policy. This interest
has been reflected in the enact-
ment of the legislation to aid
European recovery. But our do-
mestic economy has been danger-
ously neglected. It should be ne-
glected no longer. .

Wants - Anti-Inflation Program
Enacted )

I believe that the anti-inflation
program ' I recommended to “the
Congress last November should be
enacted at once. ‘That program is
balanced and well rounded. It in-
cludes measures to reduce the ex-
cessive “amounts . of money and.
credit which-are lifting prices. It
includes - measures - to: see  that.
scarce goods are distributed fairly:
and to- their most important uses.,
It includes measures to deal di=
rectly with specific high prices.

government. revenues by $5 bil-|*

lion. This"is dangerous from the

standpoint. of the government’s
financial stability, because it is:

likely to result in a deficit in the
next fiscal year. It is also dan-
gerous from the standpoint of high
prices, for the additional billions
of dollars of purchasing power
will not be accompanied by any
significant increase in production.

It means. simply that more dol-
lars will be bidding for the same
goods; and prices will be bid up
accordingly.’ " Furthermor€, ” by
eliminating the government’s sur-
plus of receipts over expenditures;
the tax-reduction bill will remove
the most important single factor
which has helped to hold prices in
check during recent months.

The ERP and National Defense

At the same time that taxes are
being reduced, we are undertak-
ing a program of assistance to
foreign countries. We are: also
considering certain necessary ad-
ditions  to. our national-defense

are of utmost importance, and we
must have them. But they will re-
sult “in strains on parts. of our
economy which can add to infla-
tion if we do not have proper
controls,

In considering the effects of
these programs, it is extremely
important to realize that.we now
have practically no slack in our
economy. We have - substantially
full employment. Factories gen-
erally are operating at top capac-
ity.. We cannot increase our plant
capacity rapidly. We have only
the normal growth in the labor
force to count on for new power,

Under these circumstances, new
demands for materials and pro-
duction necessarily have a direct
effect on prices—unless the proper
anti-inflationary steps are taken.

It is apparent when all these
factors are considered, that the
danger of inflation has not di-
minished in the last few months.
On the contrary, the need for the
legislation I requested is even
more urgent.

It seems to me that the basic
question is clear. It is whether
we ' take action in time  to do:
some good, or whether we delay
until a crisis is upon us, It .is
simply a matter of taking out in-
surance before the house catches
fire.

If the cost of living continues to
climb, '‘wages and prices will con-
tinue to chase each other upward.
The unhealthy boom: will impose
further hardships upon those who
fall behind in the race. The great-
er the inflation and the longer it

lasts, the greater the danger that

program. Both of these programs

All these measures : are Trea-
sonable and practical. They attack
inflation in a direct manner. They
offer a complete and - consistent
program to strike at thé heart of
the problem of high prices.

. 'The: measures: I proposed are
designed . to : hold prices . down
while keeping production ‘up. and
increasing it as rapidly as pos-
sible. They are' designed to stop
runaway  prices, so that - great
numbers of American families will
not be priced out, of the, market
'for thé' thitigs they need. - These
‘measures dre designed to insure
that scarce -goods are not: wasted,
but are used where they -will be
of the greatest benefit. :
.1 wish'to emphasize that the
situation has already been made
more difficult. by delay. - Addi-
tional delay will only add to-the
danger.

"7 Striving to Avoid  Crisis

The American people must not
be misled by those who oppose a
reasonable anti-inflation' program’
and a reasonable defense program,
It has been said that the present
Administration is trying to create '
an economic’ crisis or an interna-
tional - crisis.- The exact opposite
is the truth. We are striving to -
avoid an'economic crisis by pro-.
tecting our prosperity - while ‘we
still have it. We are striving to
avoid ‘a war crisis by being firm
before it is too- late. et

The welfare of our own people,
the' effectiveness  of our foreign
policy and the strength of our de-
fenses all depend on. our pros-
perity. - Only if we preserve the
soundness ‘of our economy,
through' -prompt * and adequate
measures to control inflation, can
we contribute our full share to a
peace in ~ which freedom  and
democracy will be secure.

1 believe that'the people of the:
United - States understand that
we have a great opportunity and
a great responsibility to lead the
world through these changing and
difficult times.: I believe that our
people have the faith, the wisdom
and the:unselfish devotion to the
common good to take whatever
actions are necessary to meet that
responsibility.

We can succeed if we act cour~
ageously and act in time. -

Wolfie Co. to Admit.
George V. Mahedy

" Wolfe & Co., 60 Beaver Street,
New -York City, members:of the
New York Stock Exchange, willk
admit George V. Mahedy to part- _
nership on, May 1. In the past he

was with Byfield & Co.

1
Joitized for FRASER
p:/ffraser.stlouisfed.org/
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The Paradox of the Airlines

- '(Continued from page 7).
same rate of increase continued,
“it was not easy ‘to estimate where
the growth of business would stop,

In the last year-and-a-half we
have experienced this same kind
of problem with air-freight,
which has grown at a faster rate
thay our passenger business ever
increased. But in 1944 and 1945,
when the ‘airlines had to plan
for the post-war fleets and organ-
ization to meet their public re-
"sponsibility for adequate trans-
portation and -their requirements
tor economic size, we were faced
with expert estimates of a post-
war passenger potential ranging
from approximately 6 billion pas-
serger miles to 25 billion passen-
ger miles, ;

While, in. our own case, we
planned. for a domestic industry
reaching approximately 10 billion
passenger miles in 1950 and de-
veloped a relatively conservative
equipment program; we know that

" certain carriers placed orders for
equipment which, if ‘actually re-
ceived and . properly - ulilized,
would have™ required at least a
25 billion passenger-mile *indus-
iry.

These equipment_ plans, many

of which have been sharply cur-
taileq in the last year, were al-
tcgether too often accompanied
by grandiose plans for expansion
of organization and personnel and
by the development of palatial
city ticket offices and other fa-
cilities, - ;
' Plans for bigness have a way
of bréeding other plans for big-
ness. One airline ordering an ex-
cessive ‘amount of equipment en-
courages “its: ‘competitors to do
likewise, For the transportation
business is one in which the per-

_son with the most (even though
it may be too, much) .gets the
most. ! R 3
A palatial ticket office, devel-
oped on one busy downtown cor-
ner by one airline, encourages or

even: compels a - competitor to]

build ‘a more palatial office to at-

tract customers and to perpetuate |

the reputation of air transporta~
tion, s

Lack of Cost Control
This expansion, much of which
has been warranted by the growth
of. the airlines, was accompanied
in toq many cases by a lack of
organization ‘and ‘control ‘to hold
costs in line with actual expan-
sion plans and the immediate out-
look for traffic. I know of cases
wheie the'increase in personnel
was s0 rapid that actual employ-
meni exceeded future budgets be-
fore it ‘was found out how many
rersons were on the payroll,
There have been other times
when management attempted ‘to
solve tbe vexing problem of an
expanding - business by simply
adding personnel rather than by
solving the . basic problem - in-
volved. This occurred, I feel sure
with  reservations ‘and groundi
handling - immediately after  the
war, : :
Tie influx. of passengers and
the addition of plane-miles sso af-
fected the airlines as to cause just
public criticism,  with the resylt
that thousands of persons - were
adde}i to the payrolls to handle a
probiem which revised methods
and quality supervision have
largely eliminated since,

Competitive Fervor
"The competitive fervor in the
airline business near the end - of
the war and immediately after the
war, Ied. to flooding « the - Civil
Aerorautics -Board with route
applications, = It . nurtureq the
growth of an independent and
confidential attitude by each air-
line on research and the develop-
ment of facilities. Many route
applications, we realize, have
been made on a defensive basis,
with companies filing for routes
tbey really did not want, but for
which another company had, ap-

plied and which, if granted, might
impose a. serious competitive
threat. e

There have been many cases
where independent research and
the development of facilities have
been undertaken at the same time
and on the same subject and for
the same purpose by competitive
airlines who could have saved
considerable  sums had these ef-
forts ‘been pooled, - Some of this
duplication of effort has even ex-
tended to the aircraft manufac-
turers and there have been' cases
where both airlines ‘and manu-
facturers have been undertaking
expensive research on' instru-
ments, - heating and - ventilating
systems, loading devices and
many other  technical develop~
ments connected with airline
operation, : g

There has been' virtually no
combination of - efforts with re-
spect to market research, the
results of which could easily have
been shared by airlines and could
have assisted airline management
in developing. a sound economic
basis for future expansion.

Uneconomic Scheduling

The competitive urge to keep
up with, or get ahead of, ‘“the
Joneses” has resulted in some un-
economic scheduling of aircraft,
with occasional unnecessary du-~
plication . of . service.  In  this
sphere of airline operations, like
others, an individual airline, act-
ing as an individual, is virtually
compelled to keep up because
those who offer the most tend to
get the most,

Inadequate Financing

I recognize that mistakes have
been made by the airlines in not
undertaking adequate financing
for  the ..tremendous expansion
programs- planned, © There.  ate
clearly - many - reasons for this.
The principal reason perhaps is
that we underestimated future in~
;{reases in the costs of new facili-
ies.

For example, as late as 1944,
TWA felt it was making a con-
servative estimate.when it fore-
cast the cost of acquiring Con-

-'| stellation equinment at - $550,000

per airplane. But, these airplanes
cost $800,000 when they were de-
livered early in 1946,

Another probable reason for
this lack of financing is that we
simply. could not believe that as
much: money . would: be  required
as has turned out to be the case.
In a few years, the gross assets of
this country’s: scehduled. airlines
increased 500%.  As a result, the
financing programs required were
so, vast that they called for costly
caution and delays for which the
favorable financing markets of
1945 and early 1946 did not wait.

Unwise Passenger-Rate-
Reductions

~Another. costly  and needless
error . which can be laid to. the
door of airline management, is the
unwise domestic ' passenger rate
reductions made in 1943 and 1945,
during which time the average
passenger revenue per passenger
mile ‘dropped by approximately
1c or 18%. : :

Most of this drov occurred. in
1945, . Profits of the airlines in
1945 ‘were soaring and passengers
were clamoring  for airline. seats.
Clearly, with passenger load fac-
tors at 90%, there was no valid
reason for lowering the fares and
the possible excess profits tax
cost to'a few' airlines of holding
the fare level would have been
more than offset by the desirabil-
ity ‘of building up financial re-
serves for the future and of sav-
Ing passenger fare decreases until
passenger "loads should drop ' off
or the future trend of airline costs
should justify,

Factors,Beyon& Control
This paradox of thé airline

business was due,.in part, to.cer-

taln ;factors beyond thecontrol

g% i e I T

.| weather,

papilnine .

either of; airline management or
the government.
- In general, they are due to the
fact that the airplane is perhaps
man’s.-most complex machine,
And this complex. machine en-
genders complex, procedures for
its - maintenance, for passenger
handling, for its operation, and
even for accounting, I sometimes
think that the airline business,
because it is built around the
complexities of the airplane, is
tklle most complicated business of
all, j b
Complexity and Cost_ of
Intreducing New Airplanes

The - introduction of new  air-
planes of increasing complexity
has cost the airlines of America
tremendous sums of money, in
addition to the cost of the air-
planes themselves. R

The cash outlay for placing new
aircraft into service cannot be
absorbed over a long period of
years. When it is realized that
the DC-4 is estimated to be nearly
2%, times as complex as the DC-3
and the Constellation over 1%
times as complex as the DC-4, a
program which involves placing
such ‘a complex machine into
smooth, safe and profitable oper-
ation involves many costs.

In the case of TWA’s Constella-~
tion aircraft, even though years
had gone into the airplane’s de-

sign and testing, and long months |,

of careful planning have gone
into the inauguration of service,
the cost of introducing these air-
planes was far beyond that which
we had any reason to expect,

During the year 1945 alone, we
have estimated conservatively I
believe, that the cost of introduc-
ing these and our international
DC-4: airplanes was more than
$8,000,000 and this figure is in
addition to any costs for equip-
ment or spare- parts and to
the fact that ‘the Constellation
grounding - contributed approxi-
mately $7,000,000 to our net loss
in that year. .

;Therefore, in.one year alone,
the introduction of new airplanes
cost us, in loss of revenue not off-
set by cost reductions, and in
non-recurring additional ex-
penses, approximately $15,000,000,
in addition to the capital cost of
purchasing the airplanes and
equipping the  airline for their
operation, i :

It will be some: time before the
airlines. operating the DC-6's can
properly estimate the cost of in-
augurating these’ airplanes, in-
cluding: the losses : suffered by
their grounding, although every
airline in this country which in-
augurated this. new equipment in
the| postwar period has suffered
considerably.

Irresponsible Laber Leaders

Another factor which has con-
tributed to the airline paradox,
and one which has interfered with
most businesses in this country, is
labor leadership.

Altogether too often; loyal
groups of employees are led into
wasteful and harmful strikes and
costly make-work operating
agreements by irresponsible or
uninformed union leaders, 3

It'is a strange commentary on
the American scene when a group
of ‘employees, «such as  airline
pilots, earning upwards of $12,000
per yeay and working 80 hours
per -month, use their strategic
position . to " cripple the .bus.ness
which makes. possible: their high
salaries .and to harm .the great
majority of employees whose
earnings average a quarter ‘as
much for twice the time.

Other Factors

" There are, of course, many
other factors beyond our exec-
utive control.

We are still hampered by
operating = delays and
the costs and confusions of off-
schedule ¢perations:; e

Ouz-costs ave still affected by
shortages! of -various kinds.  For

R

the lack of an adequate supply of
a particular type of bushing, for
example, we have often been re-
quired to cannibalize a spare en-
gine or an airplane to keep our
overhaul shops producing a rate
necessary for ‘our operations.

Nearly three years after V-J
Day, 'these parts shortages in-
crease our costs and keep us from
the ' efficiencies which we know
can be attained.

Inflation: Effect on TWA’s 1947
Expenses

Perhaps  the greatest single
causc for the paradoxial situation
of the airlines arises from the in-
flaticn of prices, particularly. in
the last few years,

We have analyzed the effects of
these increased prices on TWA.
By taking the priacipal items of
1939 operating expenses and ap-
plying the ‘cost per unit to our
1947 experience, we found some
startling results,

The increases in the rates we
pay for salaries and wages and
the prices of materials and sup-
plies, including gasoline ‘and oil

account for almost $12,000,000 of.

our 1947 expenses. In other words,
without  inilation of prices, our
$8,000,000 loss experienced in 1947
wonld have been a  $4,000,000
profit, despite the fact that pas-
senger rates were somewhat lower
in 1539, and mail pay was but a
fraction of the 1939 rates per ton
mile,

A part of this inflation in prices
can-ke laid to the disruptions ol
war. But a large part of it must
be laid at the door of government
policy which encouraged undue
wage increases during and espe-
cially immediately after the war
and which also encouraged wasted
funds: through many unnecessary
government expenditures.

Added Efficiemcy Nullified

This  inflation = of : prices . has
largely nullified our efforts to
improve efficiency.

New and more efficient air-
planes do not yield the profits an-
ticipaied ‘because, by the time we
have them in service, price in-
creases have wiped out their ad-
vantages.

Reduction in numbers of em-
ployees on our payrolls are offset
by increased wages.

Improved operating and main-
tenance techniques which yield
savings: measured: in':millions" of
dollars are. offset by increases in
the cost of gasoline andoil.

Competition and Higher Costs

This metry-go-round of price
increases waich absorbs efliciency
increases is intensified by the fact
that the airlines are unable to
pass much of the cost rise on to
the public in higher passenger
fares or higher express and freight
rates, :

Passenger and cargo business is
highly competitive, not only be-
tween airlines, but between 'air-
lines and surface carriers.

No individual airline is master
of itg sales price. .

Even though the airlines were
not shackled with the Anti-Trust
Laws and even though customers
had no alternative but public air
transportation,  the competitive-
ness of this indusiry. would still
mean - that' price increases could
not ke passed.on through higher
rates. How  different from' the
sheet steel business or the busi-
ness of producing automobiles aad
underwear!

Mail Rate Reductions

The dilemma presented by price
increases is sharpened by the gov-
ernment attitude towards. mail
rates.

At the very time post-war in-
flaticn was hitting the airlines, in
1945, the Civil Aeronautics Board
reduced the service mail rate of
the trunk-line carriers from 60
cents to 45 cents per ton mile,
While mail pay has become a de-
creasingly small perceatage of our
‘gross revenue, amounting to' 7%
domestically in 1947, the fact ‘that

the .trunk-line operators -have
been asked to carry mail.at a 25%
reduction in rate below . the
amount paid during the war de- .
spite higher prices’and costs, is
strange indeed,. y

Had. TWA received even the
war-time service rate for the car=
rying of - domestic air K mail, its
1947 loss: would "have 'been re-=
duced by $1,150,000; andhad the
1939 ‘air mail rate been  applied
to both domestic and international
air. mail carried ® in 1947,  TWA
would have earned a profit of
'$3,500,000, instead ‘of incurring a
loss of $8,000,000. g

Government Policy Confused

Our governmental air-mail pol-
icy iz confused, unrealistic, and
ot in accordance with the dic~
tates of the Civil Aeronautics Act
of 1938. :

Few persons realize why  do-
mestic air-mail- incurs costs far
above those which are' incurred
for {reight. : .

Air mail is handled as a top
priotity load.

A carrier is obliged to accept
air mail, or risk fines, even if pas- -
sengers are removed thereby.

_In order to protect themselves
and to give the Post Office the
service it needs, most 'airlines

allocate space and weight for air .

mail which cannot be sold in ad-
vance to passengers. This priority
treatment is costly and justifies a
service .rate for mail well above:-
the rate for passengers. X

Inconsistency

An interesting inconsistency in
government policy arises in inter-
national air mail.

If ‘an American flag-carrier
operating over the North Atlantic
handles east-bound mail from the

- United States, it receives 75 cents’

per ton mile to the foreign gate-
ways. :

It a foreign carrier handles the’
same kind of east-bound mail, it
is paid $2.86 per ton mile.

While - American flag-carriers
handle most of the east-bound
mail, we have such startling para-
doxes as- the United States Gov-
ernment paying a foreign airline
this - attractive  rate for flying
thousands of ' ton' ‘miles of mail
during: a_ time when our own
American Overseas Airline was
shut down by a needless strike
called by an American labor
leader. ; i

Feeder-Line Mail Rates

It has also seemed a little puz~
zling to me why the United States
Government should place an in-
experienced feeder-line operator
into a local service and pay mail
rates amounting to $20 to $100 per
ton mile, when a major airline
like TWA is allowed only 45 cents
per ton mile for carrying mail
over the feeder-type portions of
its route. Yet the:major airline:
is generally in a position to give
superior mail service.

CAB Air Mail Policy Disregards
Act of 1338

The handling of air-mail rates
has, to a very great extent, dis-
regarded to clcar dictates of Con-
gressional intent. in - the Civil
Aeronautics Act of 1938. = -

In this Act, Congress clearly
stated that the rates set for air
mail must reflect the need of each
air carrier for compensation!for
the {ransportation.of mail, suffi-
cient to insure the performance of
service under honest, economical;
and efficient management aswell’,
as to maintain and continue the
development ‘of air: transportation
1o an extent required for national
commerce, the postal service; and
national defense. ; e

The record speaks for itself:

Not‘ only has the service rate
for the carriage of mail been be-
low that required by the costs of
rendering the service ‘required.
and, in the international field, be-
low that paid to the competitors
of American flag-carriers, but the
rate has been far below that re-
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- quired by the
- itself,

- 'Irreparable Damage
Even though pending mail rate
“cases should allow an increase in
" the mail rate, much of the dam-
age will have been done.

The needs of ‘the airlines for a-
sound credit standing for their de-
velopment and expansion in this
critical time is imperative and has
unquestionably been harmed by
the government: attitude on the
mail rate cases.

The delays in handling mail rate

_.cases have been extremely costly.
- TWA for ‘example, applied' for
an-increase in the domestic. mail
rate in March, 1947. More than a
year- later," our case, based upon
an_emergency situation growing
out of conditions over-which we
had little: or no control; was fi-

. nally ' decided—within  ‘the past
few days, but at'a most disap-
pointing = figure. - How: different
was this: delay from 'the:expedi~
tious handling given to the mail
rate reductions nearly three years
ago.

Moreover, if the view of the
Civil Aeronautics Board prevails
—that no airline should be al-
lowed back pay before the date
of officially filing for an increase
—then the losses due to such gov-
ernment actions as the grounding
of the Constellations will not be
reflecled in mail pay. In this con-
nection, no reading of the Civil
Aeronautics Act or its amend-
ments can lead to the conclusion
that Congress intended the pay-
ment of back air mail' compensa-
tion to depend upon the day when
the applicant filed for the rate.

Route Pattern lléphazard :

As the President’s Air Policy
Commission has recognized, the
development of the present do-
mestic route pattern has been
confused and has not been accom-
plished through the careful plan-
ning which' the outlining of a
national route pattern demands.

i Each case tends to be dealt with
as.it arises. i
By not having a definite long-
range plan and by yielding to
arguments which such a plan
would show to be:unsound, the
Civil ‘Aeronautics Board has de-
veloped a ‘mational route pattern
replete with duplicating services
~and routes requiring considerable
subsidy. 1

The spurious requests of every
city for one-carrier trunk line
service to every other city has
altogéther too often been met by
adding a carrier to an already

. over-served route, rather than by
looking  for such: alternatives as
schedule ' connections and  equip-~
ment interchange.

To be sure, some of this blame
must fall on the airlines for their
applications into territories where
they cannot contribute additional
and economic. service.. But much
of it has grown out of the Board’s
insistence upon competition, often
beyond that required to protect
the public; the slowness with
which the Board has acted on
route. developed cases; its delay
in = establishing and  enforcing
rules for the control of non-
certificated ' carriers; and, above
all, the lack. of a consistent plan
for a national air route pattern,

dictates of Congress

More Facilities Needed

Another field of government
policy of considerable importance
to the airlines is the program for
the construction and modification
of airports and airways facilities.

Most of these are clearly re-
quired in the interests of national
defense and many are necessary
if we are to obtain a dependable
and efficient airline operating
system. . . : Y

Most of these impro%ements
are beyond the reach. of:any. sin-
gle  airline, not only because .of
their expense,. but  because they
are public facilities necessarily
.open to the use of private flyers,
-non-scheduled airlines and mili-
tary pilots.. As a matter of fact,

‘some of our largest airports are
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used “less by the scheduled air-
lines than by others, sty

In Kansas- City, for the year
1947, only -27%. of the total land-
ings and take-offs were made by
the scheduled airlines, 'Even at
the crowded ' Chicago Municipal
Airport, - the ' scheduled airlines
made only 64% of the total land-
ings in 1947. 7

The need for these facilities has
been recognized  for some time
and stand materially in the way
of attaining dependable operation.
Yet, even though the Federal Air-
port Program was -approved by
Congress in 1946, rather little has
been accomplished. ... :

Other Inconsistencies and
y Confusions

There are many other inconsis-
tencies and confusions of govern-
ment policy which could be men-
tioned, ‘I have known of cases
where “one regional ‘government
administrator ' insisted upon : us
taking a course of action, with re-
spect to the Constellations; that
was different from the course of
action of another administrator.

There are confusing cases
where the CAA has changed its
mind two or three times in a
short ‘space of time on safety
specifications, such as cabin lin-
ings, for' example. :

For an industry necessarily as
closely tied in with the govern-
ment as the airline business, the
confusion and chaos of govern-
ment policy, from their effects
upon price inflation to their ef-
fects upon safety modification of
aircraft, are costly in terms of
long-range planning as well as
from the standpoint of daily oper-
ating expenses.

Airline Outlook Not Hopeless

I should be pessimistic indeed
if T left with you the impression
that the outlook for the airlines is
hopeless. It would be a sad out-
look if 'we, in the airline business,
felt we had to look forward to
increasing our ‘business and ex-
fending air travel to the air pub-
lic only at increasing losses. Such
an outlook would; of course, spell
the end to private enterprise in
the airline industry.

I feel that there is much which

can be done by the airlines them-
selves, their suppliers, their em-
nloyees and by State and Federal
Governments,
.« As:a matter of fact,rihe rude
awakening from:the.easy profits
of wartime:years and the recogni=
tion of the economic problems in-
volved in the . postwar . period
have already led to many actions
designed to put the airlines on a
sound footing.

The main job of airline man-
agement today is-to improve the
quality and dependability of serv-
ice, and to reduce costs. And by
management I include every su-
pervisor in our companies. We
must improve the quality and de-
pendability of airline service and
at the same time we must reduce
the capital costs of expansion and
the costs of operating our buysi-
nesses,

I feel certain that when we have
done so. public opinion will force
such - changes in governmental
policy that we cannot fail in be~
coming a sound and integral part
of our’ nation’s “economic struc-
ture.

This job on the part of manage-
ment requires cost reduction
through the development of effi-
cient organization and methods of
doing business and a cost-con-
sciouness - on  the part of em-
ployees who see their economic
security bound up with' the effi-
cient operation of their airline
company. ;

Cost Reduction via Cooperation

Not only does this cost-reduc-
tion require this kind of effort
on the part of each individual
company and its employees, but
there are many places where the
airlines can reduce costs through
the kind of cooperation designed
to benefit the. public, There has
been much talk of consolidating

ticket offices and ramp. and air-
port facilities, ' There has -been
some action. The airlines are, as
you know, . undertaking two major
experiments on consolidating air-
port operations at Cincinnati and
at Willow Run. b

The consolidation of many-air-
port services and downtown ticket
offices s still .a relatively un-
touched field for savings. I fear
that, in the past, ‘we have  at-
tempted  too often to look for
these savings in the busy airport
terminals of large cities where the
service is highly competitive and
the possibilities for savings small.
Considerable possibility for sav-
ings does exist, - however, in
downtown ticket offices-of cities
large’ and small and in airport
services at medium and small
cities, especially’ where essen-
tially non-competitive . services
are offered. ik

Sharing Research Results

.We still have a'long way to go
Ln sharing the results of technical

nd economic research.

The recent Civil Aeronautics
Authority 'mandatory  fire pro-
gram which required airline oper-
ators to -undertake considerable
modification by May 1 of this year
is a good case at point.

Virtually no attempt was made
between the airlines to agree on

thow the details of this work were

to be accomplished and engineer-
ing and maintenance departments
of all the major carriers incurred
duplicate expenses in approach-
ing this problem on an independ-
ent basis.- Moreoyer,.it is known
that power-plant costs repre-
sented between 50% to 70% of all
direct aircraft maintenance; yet
there has been little concentrated
effort by the airline industry to
act as a group in handling neces-
sary improvements and modifica-
tion to such engines ‘as the
Wright 3350, .. Y
Pooling .

Another - type  of cooperation
which may reduce costs is the
pooling of maintenance and over-
haul of such items as -engines,
instruments and accessories. - The
record of pooled ‘engine overhaul
has not yet been impressive, but
there has not been to my knowl-
edge a single case  where this
overhaul -was pooled on a large
enough scale to make real econ-
omies possible, :

~A further field in which airline

management can help in solvin.g
the “strange airline paradox 'is
through removing the. pressure
for duplicating route awards and
facilities for extending through
carrier service, :

I doubt whether Ball Bearing,
Ohio. or Frozen Dog, Wyoming,
would be so insistent on one-car-
rier service to every major point
in the country if the - airlines
could better coordinate their
schedules or interchange equip-
ment as TWA is planning to-do
in - cooperation with -Delta Air
Lines this spring. .

Improved Deésigning Essential

On the part of the aircraft, en-
gine, and parts manufacturers, the
paradox. of the airlines can be
assisted ‘materially by a number
of important means. Too often
transport airplanes have been de-~
sigried as a fuselage with wings
and power plants and later with
a view to their adaptability for
the carrying: of . passengers and
cargo. ;

I am glad to say that this fault
is' being corrected and that air-
planes of the future will prob-
ably be built without such draw-
backs. However, as of today, with
our so-called post-war airplanes,
the preliminary approach to the
initial - design and development
has been  one: of concentrating
upon structure and aerodynamics.
This has . resulted in designing the

.airplane so that . accessories. and

systems are forced to.fit into a
predetermined structure, causing
thereby . excessively high modifi-
cation costs. maintenance . costs,
and mechanical delays.

" The airplane of the future must
be :designed to avoid this -costly

mistake. It can be so designed if | h

the airline industry will cooper-
ate with the manufacturer in see-
ing that structure and aerody-

namic design is made compatible

with 'simple and “dependable ac-
cessory and system design.-
If this kind of concept of de-

'sign were accompanied by greater

efforis toward standardization, I
feel that great dividends in cost-
saving and flexibility of opera-
tion would result. -Airline indi-
viduality, with respect to cockpit
arrangements, = accessories, sys-
tems, - loading ‘devices, and other
technical matters, are  a  costly
luxury which I believe we. could
do ‘away with.

It may take a long time to rea-
lize: results, .but airline manage-
ments, even’ so, should prepare
for this kind of cooperation now.

The manufacturer can help us
most at the present time by tak-
ing a more active interest in-the
production of replacement parts.
For, until we can have a smooth
flow of parts needed for the over-
haul of our aircraft and - their
power plants and accessories, we
can hardly reduce Qur mainten-
ance costs-to the minimum. -

Airline  labor must recognize
that  its monetary rewards and
economic security depend upon
the success of the airline enter-
prise. :

This requires labor statesman-
ship of a high order, as well as
an airline management which will
effectively give the facts to its
employees, I should hope ' that
this  labor leadership : will ‘not
operate on a premise that an oc-
casional strike is a good thing to
keep ~management < in' line and
labor union dues fully paid. I
should rather hope_that this labor
leadership will develop responsi-
bility and a knowledge of the fun~
damental economicaxiom: that no
one wing from a strike, that no
company. can long . pay wages
beyond "its ability, and that low
cost of production of airline serv-
ice means high wages and steady
employment. -

Need for Government Consistency

Perhaps the greatest contribu-
tion to the development of a sound
airline - industry lies in govern-
ment policy. :

This policy must be consistent
within itself and over a period of
time and ‘must deal realistically
with problems without requiring
long, drawnout and = expensive
hearings and disrupting delays.

Over: ‘the long period of “time,
of course, the government can
contribute most by making sure
that its budgetary and monetary
policies do not unduly disrupt the
price level,

A spiralling  inflation of prices
has already robbed the fruits of
our efforts to increase efficiency.

Further material rises in prices
are likely to destroy the private
enterprise existing in the airline
business. This business, being
highly competitive and: selling a
service so sensitive 1o price rises.
cannot resort to the mere ex-
pedient of increasing prices each
time the price of labor or ma-
terials rise.”As I 'pointed out
earlier, we cannot pass on ' labor

‘and'material cost increases as can

most {irms in mining, manufac-
turing, and retailing. =/

Government policy with respect
to labor still leaves much to be
desired. -

The recently enacted Taft-Hart-
ley Law which removes some of
the inequities of 14 years of pro-
labor legislation does not apply to
the airlines. The airlines, instead,
still - operate  ‘under a  Railroad
Labor Act which does: not par-
ticularly suit the airline business
and is certainly no answer.to-the
proper government responsibility
in airline labor- difficulties.

__ Remove CAB Chaos
Basie government policy deal~

ing with' the economic and safety
regulations of the airlines, as this

]

policy is expiessed in the Acts of
Con]gress,_ needs very little over-
aul. ’
What is needed is the removal
of the chaos and the inconsisten-
cies of .the: Civil - Aeronautics
Board in its interpretation of the
clear-cut policies of the Civil
Aeronautics Act of 1938, :
This Act, at no point, requires
t]_1e Board to develop. an exces-
sively- competitive -route pattern.
This Act, contrary to its inter-
pretation by the Board, does not
require airlines to carry ‘air-mail
at the rates imposed nor does :it |,
refuse assistance. in: the proper
development of the airline busi-
ness, This Act. does not, in‘ my

judgment, hinder the healthy de- -

velopment of air-freight, and its
proper interpretation would not
permit a system where a few car-
riers can skim off the cream of
the “air-freight business by lim-
iting " their, services to hauls-be-
tween large ' traffic - generating
points. ’ i

~What is clearly needed under
the Civil Aeronautics Act js the
recognition on the part of the
Board responsible for its adminis~
tration that (1) ‘excessive compe-
tition is not necessary in a busi-
ness so closely regulated as the
airline industry;  (2)° a master
plan for route development must
be drawn if the chaos and expense
of unduly duplicated services are
to be avoided; (3) the national
defense importance of the airlines

.and the expenses of their-devel-

opmental period require a mail
rate high enough to cover proper
costs and' occasionally a  special
allowance to " cover exceptional
costs forced on " the airlines
through 'no fault of their own;
(4) decisions in the public. inter-
est do not require that each city
should - immediately “be given ‘a
feeder: line route” whether it can
be supported or not or that each
city ‘asking' for one-carrier. serv-
ice should be-given it if by, so
doing  a - sound ' airline’ system
would: not result; and (5) certain
routes, particularly in the inter-:
national - field, having  been
granted primarily as a matter of
international ‘policy, should be
given special financial-support by
the government. ; ;

The Paradox Not Inevitable for
.+ The Future '
“The airline paradox ‘of, high
traffic, high efficiencv. and; high
losses is, not. inevitablé, for the
future. ¥
By recognizing the - problems
involved ‘and by attacking them
head-on, whatever their causes
may be, I feel sure that the air-
line business can develop into the
position expected by its optimistic
forecasters a few years ago.
But the solution of these

lems is urgent.

The airlines are relatively small
in terms of total capital invest-
ment.  The total capital of all
American domestic and interna-
tional carriers is smaller than the
road and equipment account of a
single large American railroad."

The airlines have no consider-
able reserves from .which to ab-
sorb development  costs and fi-
nance expansion, 'In their entire
20-year history, the airlines of the
United States have had only one
good ~ period of earnings—the
years 1941-1945—and high taxes
did not permit the accumulation
of reserves needed for postwar
expansion,

I do ‘not think I have over-
emphasized = the. gravity of the
problems  besetting -our industry.
Our country became great by con-
quering -one frontier after an-
other, We advanced from ' the
Atlantic Seaboard across the fron-
tier of the Appalachian range to
the fertile lands of Ohio, Indiana
and the Middle -West.” We ' con~
quered .the frontier of the Mis-
sissippi, the great Rocky Moun--
tains and went on to the Pacific
until a continent was ours. ‘

The crossing of these terrestrial
frontiers was not easy. It re-

(Continued on page 34)

prob-
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quired more than a century of a
nation’s effort.

We. cannot expect the crossing |
of the remaining fronti.er—the air

~to be easy.

Yet, the amazing fact is that in
20 short years, the airline indus-
try of the United States leads the
world in air service.

It carries passengers and cargo
around the world and serves vir-
tually every large city on the face
of the globe, It brings to the
' people of the United States a

greater volume of dependable and
low-cost air service than the air-
lines of any other nation. It has
become ‘a major force in the
American transportation scene.

This astonishing fact has been
- accomplished despite untold oper~
atmg difficulties, . disappointing
-earnings and business problems
which seemed at the time to be
beyond solution.

This fact dramatizes the virility
of an industry which has grown
perhaps faster than any major in-
dustry in history, - And it demon~
strates  how the Wright brothers,
Pop Hanshue, Jack -Maddox, and
the many others who have con-
tributed to the progress of the
airline ' industry, are the Daniel
-Boones and John Fremonts of the
air—the pionéers of the better
world of tomorrow,.

Peninsular Telephone
(Offers Gom. to Holders

" "Peninsular ‘Telephone  Co., of
" Tampa, Fla,, is offering to stock-
“holders of record April 15 the
right to subscribe at $37.50 per
share for 35,374 shares of addi-
~tional common stock, without par
value, on the basis of one share
for’ each five shares held. Such
rights will expire at 3 p.m., (East-
ern Daylight Saving Time), on
April 29, 1948." The company is
also receiving subscriptions from
certain of 'its officers and em-
ployees - during  the subscription
‘period up to 2,400 shares of com-
.mon stock not:subscribed for'by
:the stockholders through the ex-
ercise of rights. This offering is
“being underwritten by Morgan
Stanley & Co. and Coggeshall &
gxecl:{s together with G. H. Walker

- Proceeds from the sale of the
stock will be added to the com-
pany’s general funds and used for
general ' corporate . purposes, in-
cluding betterment and-expansion
of the company’s plant and facili-
ties. - It is estimated that it will
cost over $3,000,000 -to .complete
_projects already approved.

.. The company, operating wholly
within the State of Florida, serves
about 79 communities in 10 coun-
“ties in the industrial, citrus,
phosphate "and  resort areas  on
“Florida’s west coast. Among the
“cities served . are Tampa, St.
. Petersburg, Lakeland, Clearwater,
_Sarasota, Bradenton, Bartow,
_Plant C;ty and Winter Haven, Ac-

cording -to the Florida census: of
1945 the -population of the:area
-served exceeds 500,000, It is prob-
-ably the  only company in’ the
“eountry serving such an extenswe
area. whose operation. is.entirely
automatxc Of the 242,000 miles
of wire, approximately 84% are
“in underground cable, "

' Operating ‘revenues for 1947
totalled . $6,421,231 with a net. in-
come for the year of $1,211,504 or
$6.40 per share of common stock,
Net income in 1946 was $990,037.
The company has declared .divi-
.dends for the last three-quarters

of this year at the rate of 621/2 ;

-cents per quarter.

The State of Trade and lndustry

(Continued from page 5)
and merchandise suitable for special promotions was stressed. Tt
was also noted that deliveries of most goods were prompt

FREIGHT LOADINGS ADVANCE THE PAST WEEK

Loadings for the week ended April 10, 1948, totaled 683 852
cars, according to the Association of Amencan Rallroads This was
an increase of 22,045 cars, or 3.3% above the preceding week. Car-
loadings not only in the corresponding weeks of 1946 and.1947, but
also in the week of April 10 ana tne preceding week this year were all
reduced because of labor difficulties in the mine fields. They repre-
sented a decrease of 73,987 cars, or 9.8% below the corresponding
week in 1947, but an increase ‘of 34,554 cars, or 5.3% “above the
same week in 1946,

ELECTRIC PRODUCTION UP, AFTER DECLINING
FOR FIVE WEEKS

The amount of electrical energy distributed by the electric light
and power industry for the week ended April 17, 1948 was 5,086,~
826,000 kwh., according to the Edison Electric Instxtute Thls was
an increase of 53,947,000 kwh. over the output for the previous week
and was the ﬁrst time in six weeks that an increase was shown over
the preceding seven-day period. The peak was reached in the week
ended ‘Jan. 24, 1948 when 5,436,430,000 kwh. were turned out. The
productlon for the April 17 week was also 426,506,000 kwh., or 9.2%,
in excess of that for the week ended April 19, 1947 and was the

-15th ‘consecutive week' that output exceeded the 5,000,000,000 kwh.

mark.,

AUTO OUTPUT SHOWS UPTURN IN LATEST WEEK

Production of cars and trucks in the United States and Canada
last -week advanced slightly to an estimated 104,740 units from last
week’s 103,004 (revised) total, according to “Ward’s Automotive
Reports.” " This compares with 105,377 units in the like week of 1947
and ‘99,945 in 1941, “Ward’s” said most of this week’s increase was
accounted for by a higher assembly rate by Ford on Mercurys
Lincolns and trucks.

The agency predicted an output of 459,700 vehicles for April
compared with the postwar high of 515,223 for March, The industry
as a whole, it said, seems determined to continue at originally
planned schedules until stocks of steel and iron are depleted.

BUSINESS FAILURES RISE

After a three-week decline, commercial and industridl. failures
rebounded in the week ending April 15, reports Dun & Bradstreet,
Inc. Increasing from the preceding week’s 79, concerns failing num-
bered 101 as compared with 68 in the corresponding week of 1947
and 16 in 1946, Despite a sharp rise from the low mortality level
in'the past five years, businesp casualties were only one-third as
numerous as in prewar 1939 when 315 were recorded. }

‘The ‘week’s increase octifred primarity among failures involv-
ing 1liabilities of $5,000 or mdre. Up ‘from 68 a week ago to 86,
concerns failing in this size group exceeded by a wide margin the 53
reported in the same week last year, Losses of $100,000 or more
each were incurred in eight of the larger casualties.. Small failures
with liabilities under $5,000 ‘remained low, totaling 15 against 11
last week and 15 in the comparable week a year ago.

Wholesale and retail trade accounted for most of rise in fallures
during the week. Forty-seven retailers: failed, increasing from 34
last week and exceeding the 25 reported a year ago. Wholesaling
casualties at 15 were three times as numerous as in either the preced-
ing week or last year. Manufacturers succumbmg were up slightly
from 22 to 24, but fell short of the 32 in 1947’s comparable week.
In constructlon and commercial service, mortality continued at a
low level, with only seven and. eight failures, respectively.

Over one-third the week’s casualties were concentrated in the
Pacific States when 36 concerns went out of business with probable
loss to creditors. The next largest numbey of failures, 25, was re-
ported in the Middle Atlantic States.

FOOD INDEX POINTS UPWARD IN LATEST WEEK

Resuming its upward trend, the Dun & Bradstreet wholesale
food price index for April 13 rose four cents to stand at $6.76.. This
represents an increase of 8.3% over the $6.24 recorded on the corre-
sponding date a year ago. It marks the highest level for this index
in about two months, or since Feb, 17 when it also registered $6.76.

COMMODITY PRICE INDEX EDGES HIGHER IN WEEK

The general level of prices in wholesale markets trended upward
in the latest week. The ‘daily wholesale ‘commodity price index,
compiled by Dun & Bradstreet, Inc,, advanced to 286.14 on- April 13.
from:283.67 a week earlier and compared with 258.33 on the corre-
sponding date a year ago.

Grain markets were generally firm last week. Daily . price

- movements held in a fairly narrow range and net changes for the .
period were small. : -

Strength in wheat was influenced by continued buymg of cash
wheat by the government, a tightening of supplies in. commercial
channels and relatively small country . offerings.

The April 1 crop report, issued by the Department of Agriculture
two weeks ago, indicated production of Winter -wheat this year
at 860,521,000 bushels, or a gain of about 22,000,000 bushels: above
the Dec 1 forecast, = This increase was, however somewhat ‘below
recent trade expectations,

Corn displayed considerable sirength during the week, aided
by high premiums for the cash arlicle, relatively limited country
offerings and a government report showing that reserve stocks
of corn still on farms were the smallest since 1937, -

Reflecting improved conditions ‘in" the fresh meat trade all
classes of ‘livestock ‘scored substantial price advances during ‘the
week despite somewhat expanded market recelpts Lard prices also
continued to rise, selling at the best level in more than twe months.

Spurred by prouspects of expanding ‘export buying, cotton
prices continued to gain ground in the past week.

Current -quotations represent the highest levels. of ‘the 'year.
Other' strengthening features included a drop in the stock of certified
cotton and-continued 1mprovement m the textile trade and other
outside markets.

Activity in the ten spot markets increased sharply, sales totaling
163,400 bales for the week, as compared with 100 900 a week previous

and 37,600 in the like week a year ago. About 300,000, bales of
the staple were’ said to have been, purchased for exporf to China.
Demand. from domestic*mills continued rather slow. Farmers in
the Southwest and Southeast were reported to be ‘offering more
ireely as a result of the advancing market. . Registrations under the
cotton sales for export program were reported at 785,059 bales for
the season through Apri]l 3, with_cancellations totaling 13,300 bales.
Carded gray cotton cloth markets were very- active early in the
week with substantial yardages reported sold for third and fourth
quarter delivery. Prices remained firm.

There was a pers.stent demand for both 'domestic ‘and forelgn
fine and half-blood wools in the Boston market, with little mterest
suown in’ 9gs or lower wools, !

Some business was reported in the finer grades in the week
ended April 13, but supplies 4s a rule continued scarce.

Wool markets -in South Africa and Australia were, 'said to be
firm and active with prices rising and strong competltlon Cond.-
tions in the South American market were reported. quiet but askmg
prices for super wools continued high,

RETAIL AND WHOLESALE TRADE MODERATELY ABOVE.
PREVIOUS WELEK AMND LIKE PERIOD OF 1947

Numerous clearance and promotional sales encouraged consumer
puying during the period ended on Wednesday of last week and
boosted retail volunie moderately. Total doliar volume was mod-
estly above the level of the corresponding week a-year ago, accordmg
to Dun & Bradstreet, Inc., in'its current survey of trade.

Basement depzrtinents continzed to attract a larze number’
of shoppers and consumers evidenced llt‘le interest in high-priced’
and luxury goods.

The demand for Spring and Summer apparel was stlmula’ced by
mild weather in some areas, Substantial purchasing of men’s light-
weight suits and topcoats lifted -both unit and dollar volume above
the level of a year ago. The response to numerous promotions of
Summer dresses and footwear was favorable and cotton, Lnen and
pure silk print dresses were very popular. Millinery and main-floor
blouse departments attracted considerable - attention -with cotton
petticoats remaining amorng the best-selling lingerie.

While there was a shight increase in the demand for confeé-
tionery and bakery products, housewives generally sought staple
foods.

Demand for margarine am] other substitutes for high-priced-
butter and meat remained large.

Fresh fish and poultry sold well with canned foods steadily
purchased, There was a moderate increase in the buying of fresh
fruits and vegetables.

Substantial yardages of piece goods and lace trimrnings were
purchased for home sewing. Sporting goods, «cameras and luggage
attracted favorable attention. Many nurseries continued to report
an increase in the demand for.plant bulbs and shrubs.. : @

- Branded refrigeralors and nationally advertised furmture of |
good qnality remained in large demand.

Spring cleaning compounds and paints were sought along: thh
hardware and building materials.

Retail volume for #he country in the pened ended on*
Wednesday of last week was estimated to be from 7 {o 119 above -
that of a year ago. Regional estimates exceed these-of a year ago
by the following percentages: New England 8 to 12, East 6 to 10,
South and Pacific Coast 4 to 8; Middle West and Northwest
7 to 11, and Southwest 11 {o 15,

An increase in offerings of goods suitable for special promotlons
induced many retailers to purchase heavily. Wholesale dollar. vol-
ume rose moderately during the week and continued to compare
favorably with that of the corresponding week a year ago.  Buyers
sought the merchandise which would sell most rapidly at the retail
level and reluctance to incur long-term commitments 1ema1ned
apparent.

Department store sales on a countrywxde basis, as taken from
the Federal Reserve Board’s index for the week ended Avpril 10, 1948,
increased by 13% from the like period of last year. This compare’d
with a decrease of 12% in the preceding week, For the four weeks
ended April 10, 1948, sales increased by 6% and for the year to date
increased by 6%

Activity marked the course of retail irade here in \ew York
the past week, but department stores failed to approach the gains -
enjoyed by them in the preceding week. It-was noted, however,
that consumer response to promotions during the week proved-
satisfactory.

According - to the Federal Reserve Board’s index, departmert
store sales in New York City for the weekly period to Aptil 10, 1948,
increased 9% above the same perlod last year. This compared wlth
a decrease of 11% (revised) in the preceding week. “For the four
weeks ended April 10, 1948, sales increased by 4% and tor the year
to date-by 4%.

Pacific Lighting
Offering Common

Blyth & - Co., Ine., headed" a

each five shares, held,- The, offer
is to remain open until April- 30.
The rights are listed-on the New
York, Los Angeles and San Fran-
cisco Stock Exchanges. ~

group of investment banking firms
which ‘on ‘Mareh 20 announced
that they intend to-offer shares
of ‘the common stock -of the Pa-
cific Lighting Corp. purchased or
to be purchased by them'through
the éxercise of warrants at prices
not less than $40 a share and not
above ‘a price equal to -the last
sale price of the common stock
on the Stock Exchange during the
current or previous session, as
the case may be:plus an amount
equal to Stock Exchange broker-

‘age commission.

The Pacific Lighting Corp. is
offering its common stockholders
rights ‘to buy 321,726 additional

common shares. The rights entxtle,

holders of record April 15 to buy |
one additional share, at $40, for*

Proceeds of the financing w1ll
retire $6,500,000 of bank loans and

.may be used to. finance-in_part

expansion projects of the company
and its subsidiaries, the Southern
California Gas Co. and the South-
ern Counties Gas ‘Co. of California.

C. Jerome Cable to. =
Be J. A. Hosle Partner

LOS ANGELES, CALIF, — C.
Jerome Cable, manager of the of-
fice of J.'A. Hogle & Co., 507 West -
Sixth Street, will be admitted to

partnership .in the firm on ,Apnl

29. “ The firm; whose home -office

is in Salt Lake City, hold mem-
berships ‘in the New York Stock
E*{change and other exchanges, .
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Proposals for Sound Bankmg

(Continued from page 6)

sh1p between a persons bank ac-
count. and his current normal ex-
penses, and  as living expense,
have'mounted ‘and quarterly tax
payments to - be ‘made - have

mounted, it'is' my experience that |’

the average individual’s persoral
checking ‘account 'averages much
more.than it used to. Accounts ol
this nature should be deducted.

We then . come to corporatlon
accounts, and there, there is a
direct relatxonshlp 0f needed cash
in ‘bank, pretty much based upon
the annual volume of business of
each. company . .or . partnership.
The rule of thumb figure is that
business enterprises keep 10% . of
their annual volume of sales in
cash, largely in the bank. W.th
sales volume at present levels it
is obvious that business bank bal-
ances are larger, perforce.

Cause of Increased Deposits
. In my own opinion, bank de-
posits have gone up as business
wvolume and living costs went up,
and it is very much’like the old
- question of which came first—the
. chicken or the egg. It is there-
fore unfair ‘to say that the in-
‘crease in bank: deposits increased
prices, as it seems almost obvious
that increased prices and volume
of business. demanded . mcreased
deposits.

This happening is exactly in
aecord with the preamble to the
Federal - Reserve -Act, namely,
~elasticity of the money supply.

Consider the changes in indus-
4rial ‘production with the growth
of national personal income and
it seems to me obvious: that bank
«deposits had to go. up to make the
facts possible::The fact that na-
tional personal income contmued
to go up after the war while in-
.dustrial production drop-ed
sharply, demonstrates clearly that
this is a major reason for the rise
in prices; namely, that income has
.continued to go up while indus-
trial production. went down—the
‘old, “old law of supply and de-
‘mand. .

Demand (ability to purchase),
‘namely, personal income, con-
‘tinued to r’se while the supply
of goods went down, )

During the war the people were
-glad to postnone ‘their buving.
‘After the war they very natu-
‘rally and very humanly wanted
‘what they could get and were
‘willing to pay for it.

" In my opinion, cures rest with
‘a variety -of necessary factors: in-

-creased production calls for bank.

credit - or new -cavital for new
‘tools:-and the man-hours involved
‘require lengthening of -working
‘hours rather than limitation of
hours per week.

Wages are the overwhelming

‘cost in production and the serv-
‘ices, and round after round -of
‘increased wages can only mean
“increased -costs; hence, increased
‘prices.  To think that prices can
-be held down bv restricting credit
‘seems to me utterly absurd.
“ It is ‘my firm conviction that
‘effective supervision of banking
;means progressively better and
-better bank:examinations.

The job has been done far-bet-
-ter.:in mviopinion, since the bank
‘boliday than before, but no mat-
-ter how ‘good ‘it has been, it still
‘can be. better.
~*The dwergence in ‘the perform=-
ance of the banks< of ‘the countrv
‘in keepirg -themselves strong and
‘sound with carefullv. valued as-
sets; measured risks in proportion
4o each bank’s net worth, demon=
strate clearly that the private
management  of banks - differs
:greatly - in this regard and that
such remedy as is needed lies in
the vresent vowers of supervision,
‘niot in Regulation!

Proposal of Increased Reservgé
The  nroposal to increase re-
. 'serves of member banks with thz
Federal simply adds up to the
fact that member banks will have
to sell governments and the Fed-

eral Reserve Banks w111 have to
buy them in order to provide the
funds ' to deposit ‘with . the Fed-
eral, should reserve requxrements
be mcreased

The Federal ‘Reserve Bank is a
completely . separate solar system
—if ‘one may use the world—than
the solar system of the member
banks considered as a consolidated
balance sheet.: We member banks
have no GOLD to deposit.’ To
borrow the needed increased Fed-
eral Reserve balances and to con-
tinue to owe that money would
be obviously disastrous. -We have
no GOLD to deposit nor have we
currency; The currency demand
has been made by the public. It
is something over which' we, nor
ire Federal Reserve Banks have
any - control whatsoever; hence,
we have no idea when there will
be a flow-back of currency which
would increase our reserves and
which, if and when it occurs, will
give the banks funds with which
to buy government bonds from
the Federal.

None of us know when that w1ll
occur and the  probabilities are
that it will be a long and slow
procéss; hence, not part of this
discussion:

To my mind, this proves that
of the three ways to increase
member bank balances at the
Federal due to increased reserves,
the only practical one is to have
the Federal own more United
States bonds and the banks less.

The effect of this is lower earn-
ings for the member banks, when
they need the exact opposite,

namely, higher earnings to pro-'

tect their devosits and to get back
%o a better than 10% ratio of net
worth to debt—and mind you—
deposits are bank debt, and, a 10%
margin against bank debt (net
worth) seems to me on the low
side, not on the high side.

When as and if the public real-
izes that the result of increasing
reserves is to reduce the govern-
ment bonds owned by banks and
‘ncrease the government bonds
owned by the Federal, there could
easily be a growing apprehensmn
lest the government bonds have
to_be artificially supported in
price and that the case is so des-
verate that this action had to be
taken.

Credit is as delicate as a gos-
samer thread and the slightest
breath of suspicion could cause a
panic on the part of holders of
government bonds to get out of
them., The result of this form of
panic could accomplish the exact
opposite of what we all desire,
namely, to steadily - and persis-
tently increase private ownership
of government bonds.

In the parlance of the. invest-
ment banking profess:on, the di-
oestion of a new issue of securi-
ties takes time to accomplish,

It is not easy to offer a large
corporate bond issue and get.them
in the hands of permanent in-
vestors at once and the digestion
nrocess goes on until—again in'
the parlance of the investment
banker, a ‘specific bond. issue has
been - well digested, well placed,
and  necessitous  selling can be
easily ‘matched by new investor
demand,

The size ‘of ‘the Federal debt
naturally takes longer. for this di-
gestive process. In my opinion.
thev are moving from the hands
of the weak holder to-the hands
of the strong holder better than
any of us could dream when we
contemplated. early in the period
of increased Federal debt. how it
would be possible to achieve this
imverative digestion.

Efforts to interfere w1th the
natural process of this digestion
ean -easily work in the opposite
direction. People ARE prone to
mass psychology and no chances
should be taken whotsoever.

JFe::n’ for Government Credit

< As to the suggestion that banks
either may or must own a per-

centage of - governments against
‘deposits. as an. additional reserve,
the arguments mentioned imme-
d.ately before this hold to an even
greater ' degree. - The ' moment
there is a requirement to own

' governments, there is the risk of

engendering fear as to the credit

| of the government,

Government bonds in the hands
of the banks: are constantly re-
ferred to as monetization of the
debt. ‘Isn’t the same thing true of
every single loan that banks make
unless money is borrowed at one
bank in order to pay debts at an-
other?

The double - entry system  of
bookkeeping means that for every
debit there is a credit and on con-
solidated balance sheets of all the
banks, when one bank makes a
loan, the proceeds are promptly
deposited in other banks as the
borrower pays the : bills, to: pay
which he borrowed the money

When people and' companies
have their bills paid, they are apt
to promptly pay bills that they
owe, so that ' obviously in' due

course, the immediate monetiza-

tion of debt results in larger pay-
ments of pre-existing debts—so
the double-entry growth on both
sides of the ledger of the con-
solidated - banks becomes a slow
process.

In periods of great expansmn in
business : activity, obviously bank
loans “go ' up and bank deposits
g0 up.

During " the ‘war the banks
loaned the money to the govern-
ment and created the deposits im-
peratively needed to take care of
mounting volume of production.

As long as production and prices
call for high totals in.dollars. of
industrial production, bank de-
posits ‘will remain up, and bank
loans and bank holding of gov-
ernments will remain up.

The judgment as to what is too
much credit has to be made by
each bank,

The Federal Reserve examining
authorities ‘have: plenty to do in
challenging the ability to pay off
every borrower as they examine
banks and take what they deem
to be appropriate action in criti-
cism or in ordering chargeoffs.

Fair Wa_ge for the Mortgage Dollar

(Continued from page 10)

thelr families need not become

{dependent upon others for support.

It is in our American tradition
to stand on our own feet. It typi-

fies the self-reliance that we ad-|

mire and try to teach fo the
younger generations. It is the an-
tithesis of the totalitarian philos-
ophy. which we as a nation are
fighting throughout the world.

It was not more than a genera-
tion ago that these savings by the
thrifty citizen and. small wage
earner were relatively limited.
There were fewer opportunities to
save and fewer channels through
which these * limited " ifivestment

funds were -made " available to|

home buyers. ‘But as time went
on, people found that they could
set aside more and more of their
income as protection for their fu-
tures. They were encouraged to
do so, and as a result all forms
of savings have grown phenome-
nally. It does not alter the situ-
ation that today savings are rep-
resented by tens of billions of dol-
lars instead of hundreds of thou-
sands. The resulting scale of mort-
gage financing does not relieve us
of the responsibility for seeing to
it that these:savings earn a just
reward.

Factors Leading to Low Interest
Rates |

What was it that led to present
low interest rates? 1In the old days
money was subJect to pretty much
the same economic laws that ap-
plied to goods and services, and
particularly to the law of supply
and demand.

After the wild boom of the late
’20s was over and we had begun
to experience our historic depres-
sion, every effort was made.to
stimulate business so that employ-
ment ‘and our national income
might be increased. As a part of
this national effort, there émerged
the FHA mortgage insurance pro-
gram. It:was felt that the reluc~
tance of investors to let loose of
their funds would be overcome by
offering 'them insurance -~ against
loss of principal and that a higher
rate of home building and buying
could be brought about by hold-
ing down the cost of financing.

It was fundamentally a pump-
priming ‘program, and as such T
think there is little doubt but that
it accomplished its objectives, at
least to a large degree, Personally,
1 think that FHA has done a good
job. ' It can now do’a better job
by insuring loans at a fair rate of
interest which will be a truer re-
flection of the risk involved and
consistent - with the times. It
doesn’t make sense to insure high
risk Title VI loans at 4% whereas
more conservative and better mar-
gined loans under Title II are
generally insured at 412%.

During the war  the enormous

Federal expenditures for its pros-
ecution could not be met out of
current resources. There was no
alternative ‘but deficit flnancmg
and the government began to issue
bonds at very low rates. I be-
lieve there are very few  people
who would argue the fact that in
the time of a national emergency
the capital of this nation should
be made available to our govern-
ment at modest interest.

Present Mortgage Rate
Situation

But today the situation is vastly
different. The entire nation is con~
cerned with inflation. We are not
faced with the need for: priming
the business pump. On the con-
trary, we are eager to do every-

thing we can to divert money |

from consumer channels into capi-
tal channels. We want to.do this
so that we may increase produc-
tion and thus reduce or eliminate
the bidding up of prices: which
is the basis of inflationary spiral.
Since this is the case, there is no

' need for Federal assistance aimed

at holding down mortgage inter-
est rates to starvation levels,
To me it seems obvious that we
should do everything we can to
encourage . people to save their
money rather than to spend it.
Such a program is not inconsistent
with our efforts to provide the
people of this country with ade-
quate housing. Lack of financing
has not.been the reason for the
housing  shortage. = Mrs. . Samuel
Rosenman in a thoughtful article
published in ‘the New  York

““Times” recently pointed out that

the housing log jam is due to a
number of factors, including the
rapid ' rise in costs, scarcity of
critical materials, fear of sudden
deflation on the part of builders
and investors, failure of the build-
ing industry to take full advan-
tage of modern methods, high real
estate taxes, and the high cost of
urban land in blighted areas.

Up to now there certainly has
been no lack of mortgage funds
for housing.  But a shortage of
private funds for housing may
very well develop if interest
yields are artificially depressed to
‘a point ‘where a fair return can-
not be paid on savings. Then we

-would have the ironical situation

of low interest rates actually hin-
dering the solution of the housing
problem instead of helping it as
the proponents of. low interest
rates claim: they wish to do.

- We must consider very seriously
this problem of savings and risk
capital. - A short .time. ago Emil
Schram, President of the New
York “Stock Exchange, in an ad-
dress at Washington University in
St. Louis said that there is an

“alarming = shortage of venture

economy does not progress unless
there is money available from
people -'who are w1llmg to risk
their funds in promising under-

' takings and enterprises.

Well, there we are, gentlemen.
I've sald my piece. Believe me,
I feel very deeply that we should
do everything possible to encour- -
age private enterprise by provid-
ing a fair profit for work well
done. The principles involved in
this question are part and parcel
of* our free enterprise system
which has given us the highest
standard of living in the world,
bar none, And I sometimes fear
that through factional self-interest
this systemis endangered.

- It-is all too easy to follow the

siren song of security at the pricé—=

of some measure of freedom. °

Investor’s Incentive

And it would be all too easy
to ‘wander. off into a discussion
of -the social implications of this
problem. But no matter how far
we wandered, I am sure we would
find that the whole thing boils
down' to the matter of incentive.
If we provide a reasonable incen-
tive for ‘mortgage money. there
will be plenty of it available from
the traditional and ;time-tested
sources - of ° private  savings—
otherwise not, - If there is plenty
of ‘mortgage ~money, your  busi-
ness and my business can go ahead
—S50,.you see, ' we are in exactly -
the same boat, . .

To my mind the classic story
regarding . incentive * concerns ‘a
rich old man who had:a large
family of sons. On his wedding
anniversary . he invited them and
their wives to 'a ‘dinner at his
home. As they sat down, he ma’de
them a little speech saying that,
pralse God, all his sons had 1deal
vwes——but there was one 'thing
wrong. There were no grandchil-
dren. So that very day he had es-
tablished g trust fund of $1 million
for. the first grandchild that. ap-
peared, “Now,” he said, “let us say
grace.” When he raised his head,
‘they; were all gone.

In ‘all seriousness, gentlemen,
let me say that we in Prudential
believe -that "the  future : belongs
to those who prepare for it.  This
saying, gentlemen, applies to a

‘great deal more than the life in-~

surance business. If we wish to
maintain a healthy system of free
enterprise, it is necessary.to en-

‘courage our people to be thrifty

and to be wself-reliant;. The way
to do this is to reward thrift and

' self-reliance and to make it pos~"
-sible for the individual to attain

security ' through' his own " initi-
ative within the framework of our
democracy.

Restores Haly’s
Gold Reserve

The Department of State has
announced = that = the ' Tripartite

Gold ' Commission in  Brussels
which decides about recognition
of claims to monetary - gold ‘that.

t was taken from a number of Eu-

ropean countries by the Nazis, has
decided to allow almost in full.

'the Italian claim- for:the restitu-

tion of gold taken from Italy by
the Nazis. Only a part of Italy’s
claim was recognized at the time

‘the Gold Commission made " its

first distribution’ of looted 'gold
recovered in Germany. The recent
decision of the Gold Commission
means that Italy will soon receive
about $31 million worth- of gold
in addition to $4 million allocated
to her on the occasion of the first
distribution, - October 17, 1947.
Italy is participating on the same
basis as the 10 other claimant
countries, on a pro rata basis to
the .extent that recovered looted
gold - becomes avallable for' dis-
tribution,

McDougall-Butler Co. Inc.

BUFFALO, N. Y.~—~McDougall-
Butler Co., Inc., is ‘engaging in
a securities business from offices

capital” and added that a free

at 6 Evans Street.
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‘Sproul Discusses Inflation Trends

" . (Continued from page 20)
During the first part of the year
‘we had a surplus of exports never
previously equaled: in . time of
peace; and though later in the
year this excess somewhat de-
clined, the pressure of specific ex-
ports, notably . grains under the
government’s buying program gor
European aid, has been a major
spearhead of our inflation.

One effect of our relatively fa-
vorable conditions has been that
our inflation “ has been of  the
chills-and-fever rather than the
runaway type. At no time since
the postwar expansion began in
the first quarter of 1946 have we
been entirely clear whether we
should fear more the inflation that
was visibly going on or the defla-
tion that might at any time ensue
it too ‘vigorous corrective .meas-
ures were adopted; and as prices
and * production rose to - new
heights, this fear of a downturn

~ that might get out of hand grew
correspondingly. The result was
that the movements of prices and
production both pursued an irreg-
ular course in 1947, The uprush of
prices that began in the middle of
1946 appeared to have run its
course by the ‘end of the first
quarter of 1947. This fact, coupled
with the general feeling of uncer-
tainty which had been generated
by the. stock market decline of
the preceding summer, and per-
haps particularly by our aware-
_ness that the level of production
was 2lready very high and’ that
we had about reached the point in
time at which depression had set
in following the boom after World
 War I, resulted in some months of
hesitation in ‘which the . upward
pressure on prices seemed to have
been ~ removed and production
‘underwent -a mpderate decline.

The resumption of ‘inflationary
pressure in the second half of the
year can be traced fairly directly
to the growing evidence of deteri-
oration in the situation in Western
Europe, as revealed particularly
by Secretary Marshall’s speech on
June 5, and the growing recog-
nition that the economic and po-
Jitical restoration of Western Eu-
rope “would require not only a
large-scale program of aid from
us—the European Recovery Pro-
gram which has:now been ap-
proved—but  also. substantial. in-
terim. aid’ before that: program
.could be put into effect. During
the summer—with the further ad-
verse turn in Britain’s balance of
payments. resulting in part from
the winter fuel crisis, the rise in
prices here,-and the premature at-
tempt to resume convertibility of
sterling—the British loan ran out
with astonishing rapidity. In May
the French price. level, already
‘very high, broke out.in a rise of
runaway: proportions.: The Italian
seconomy- was in critical condition
by early fall. The combination of
Jbad harvests -in Western Europe
and ‘our .own, short corn crop ex-
erted . acute . -pressure on . grain
prices here, and through them on

. meat,  dairy 'products; and other
prices. -As the effects spread out,
there occurred a broad rise: of
;prices during the second half of
the, year, which brought. us. to

“.about:the -level from which the
downturn eccurred in 1920. While
the price rise has been marked in
many categories, it seems clear
that agricultural prices in partic-
ular have been the spearhead, ris-
ing. to. much beyond  their 1920
peak, and giving an impetus to
demands for increased. wages
which, in turn, resulted in higher
prices of other products. No more
striking evidence of the distortion
of the price structure on the agri-
cultural side could be given than
the fact that, despite the pro-
nounced drop in .prices. in the
.primary commodity markets in
January and February of 1948, ag-
ricultural prices had not got down
to the ‘parity support points by
the middle of February. .

Until this drop in the commod-

ity markets occurred, we had had
about two full years during which
the volume of effective demand
exceeded our current. capacity to
supply it except at rising prices.
There were, however, some sig-
nificant differences as between
1947 and 1946. In-the earlier year,
industrial = productjon ; increased
substantially in each successive
quarter, whereas in 1947 the level
of industrial production reached
in the first quarter was not again
attained until the last quarter; but
for the year as a whole it was 10%
above 1946, and in many impor=-
tant branches of industry opera-
tions were at a record peacetime
volume, with capacity being util-
ized to the full. Steel production
in the last quarter of 1947 was
only: 3%, under the wartime peak
of . the first .quarter of 1944,
Though steel and somé other. ma-
terials were still in tight supply,
there was in general a better bal-

precedirig year, representing in
part the’ further progress of re-
conversion and in part the very
large volume of capital expend-
itures that has characterized the
postwar: period. ' One noteworthy
difference between the two years
was that in 1947 the main expan-
sion was in the durable goods in-
dustries, both consumer and pro-
ducer. It will be recalled that in
the first phase of the expansion
of - civilian  production after the
war, the leading role had been
played by consumer non-durable
goods, a fact which, in view of
the high level of consumption  of
such goods already attained dur-
ing the war, took many govern-
ment and business analysts by
surprise, and was largely respon-
sible for the serious errors of
forecasting which were made in
1945, The' production of non4duyr-
able goods in ‘1947, though about
4% greater in quantity than the
year before, averaged about the
same as in the last quarter of 1946.
In dollar value, consumers’ ex-
penditures for non-durable goods
increase in capital expenditurss
expenditures for durable goods
rose 33%. The other noteworthy
change was the substantial further
increase in capital expenditures,
for producers’ equipment and new
construtcion. ‘After a period. of
hesitation in the spring of 1947,
caused by high building costs and
the uncertainty 'as to which way
costs would turn, construction was
resumed with .a rush at rising
prices, with the result that total
private construction for the year
exceeded that in 1946 by about
25% in value but less than 5%
in volume, d

As indicated :earlier, up to.the
break in the commodity markets
early . in 1948, ours has been ‘an
intermittent inflation. It has been
characterized by a strong upward
movement . of both output and
prices,  but - with the 'emphasis
transferred increasingly  to . the
latter. There have been through-
out sufficiently marked periods
of pause and uncertainty to raise
recurrently the question whether
the inflation had run itg course
and ‘would presently give way to
a deflation that might get out of
hand. . The drop in the stock mar-
ket in 1946 raised such a question,
and the year 1947 has been much
referred to as the year in which
the expected postwar depression,
paralleling 1920, did not .occur.
Nevertheless, as has been  said
earlier, there was a period in the
spring of last year in which the
price rise appeared to have lev-
eled off, and this was a period
also of moderate recession in out-
put.. The drop in agricultural
prices this year has again raised
the question. Is this merely an
other' interruption of -the infla-
tionary spiral; is it the first phase
of 'the’ downturn' twice previously
anticipated; or is it a correction in

-{ one sector of the economy, which

had got seriously out of line,-and

anced flow of goods than in the'

having been brought back will

now provide a basis for continued:

high output and employment with
decreasing inflationary pressure?

These are-the possible alterna-
tives, The last would seem much
the most desirable, and . quite
without .any attempt -at. predic-
tion,  one may at least indicate
some of the elements in our cur-
rent situation which may: point
in that" direction, That’ agricul-
tural prices had got seriously out
of line with other prices s appar-
ent, as are also the reasons for
this development. Since the firs!
of this year the . evidence has
been accumulating that the worlc
food situation and our own give
some promise of improvement, a’
least as regards the grains, where¢
the pressure has been most acute
A correction, however, of the di-

mensions‘we have had might well’

have . collateral effects in_ other
segments of the economy, some
favorable ‘and others less so, It
might well take thé edge ofi the
wage-~price spiral, ~which would
surely be a major stabilizing fac-
tor.,. But it alse. might readily
induce hesitation in " trade . and
production: which, . if too  pro-
nounced or prolonged. might lcad
to a cumulative contraction of
output and employment. But witk
the pressures of demand already
threatening to strain the economy
beyond capacity, as seemed to be
the . case in late 1947, some slow-
ing up of capital exnenditures
would be desirable, while the re-
lease 'of consumer income by ¢
drop in'food prices could be an
important factor in  sustaining
other kinds of consumer expendi-
ture, provided consumers were
not at the same time becoming
worried about the outlook for em-
ployment. g

If these should prove to be the
results of the deglire in the com-
modity markets, the corrective
adjustment that has taken place
would be salutary indeed. In the
background there is still undoubt-
edly a large backlog of unsatisfied
demand, both domestic -and for-
eign. In any case, with many of
the maladjustments that charac-
terized the boom after the  first
war much less serious this time
the evidence seems to warrant
confidence that we do not face a
downturn of such dimensions ag
cccurred in 1920-21; and, on the
other side, the imvbrovement in
the food situation, if it turns out
tn be substantial, might well mean
that the worst nhases of the in-
flationary spiral,  so far as this
country is concerned, have run
their course. It is important to
recognize ‘that for the European
countries also a decline of world
agricultural prices would go far
to lessen inflationary wvressures
and would be an important con-
tributory factor to the success of
the European Recovery Program.
But this hopeful analysis of eco-
nomic trends can be justified only
on the dual assumption that the
European countries will pursia 2
vigorous - anti-inflationarv  policy
and that American business. la-
bor, andconsumers, as well a¢
domestic ‘borrowers and Jenders
of ‘credit will pursue a nolicy of
‘watchfulness 'and restraint,

We must bear in. minA also that
in a period’ of rapid: change like
the oresent, new developments
require continuous. re-appraisal
of our economic ovtlook. As thi«
repoit is' written, the foreign aid
vrogram is. being ' broadened to
include  further assistance to
China, : Greece, and. Turkey. and
major budgetary changes are in

process. The enlargement. of the.

fqreign aid program indicates that
we must think in broader terms

| than Western European recovery,

strategic though that is, and must
take account of our economic and

political relations with the world
as a whole, “As to the budgetary

‘changes, it seems premature ‘to
‘attempt to form a judgment about

“Why I

successful defense of our country
against attack under conditions o.
modern warfare.  We know that it
war should come it will come with
{errible ‘suddenness through the
skies. 'We need the ba2sc possibic
defense against such an attack,
but UMT is not: the way to pro-
vide such a defense, :

1 oppose UMT because 'the
threat to our security is not from
mass armies, Russia can always
outmatch us in numbear of mew
under arms. Our military leaders
speak of the necessity for a stronz
military posture for tae puipose
of impressing Russia, Our adop-
tion of UMT would not frighten
Russia. Air power, scientilic re-
search and  development indus
trial production, and maintenanc.
¢f 'a 'sound ‘economy . are ~wha-
Russia fears, because she know:
that those are the primary factois
that will determine the outcome i
war should come, Our adoption o,
UMT would jeopardize ail o:
these. - 3

1 oppose UMT because its adop-
tion would give us a completely
false: sense of security. It would
cause us to belicve we were stron_
when in fact we would be weak

‘it would cause us to neglect gen:

uine preparedness messires whil
getting our youth ready to figh'
the next war along the lines of
the last one. Even the President:
Commission on Universal Trainin:
recognized this danger. I quot
from their report, ‘A Program fo
National Security,” p. 29: “We
realize that there may be danger.
if our  country puts universai
training into’ effect, that it will
therefore ke lulled into a feelinz
of false securily. There may be
a tendency for this  reason:
coupled with a-natural desire for
economy and lower taxes, to seek
to offset the expenses of the uni-
versal ‘training program by @&
curtailment of one or more of the
other elements of national secur-
ity—intelligence, research and de-
velopment, mobile striking force,
Regular Army, Navy, and Aix
Forces, National Guard and re-
serves, maintenance of equipmen’
and industrial - preparedness. - If
the introduction: of ‘universal
training should have such anin-
direct effect of weakening, rather
than strengthening, the other ele-
ments of national security, then
our Commission is of the firm
opinion that the adoption of uni-
versal training would be a.mis-
take and would diminish, rathet
than increase, our national secur-
ity.” Can any ‘intelligent person
seriously doubt that the adoption
of UMT would have precisely that
effect? Our leaders are gambling
dangerously with the national se-
curity when they advocate adop-
tion of UMT at this time.

Waste of Money and Manpower

1 oppose UMT because it would
ke a complete waste:of money
and manpower. General Eisen-

hower says the decision in an-.

other war will come in the firs!
60 days. What use could we make
of the Umties during that period?
Training received . under . UMT
would "be ‘outmoded :within les
than cne year after it had been
received. :

1 oppose " UMT because . our
economy cannot support and the
Congress ' will - not appropriate
funds ‘to support UMT and the
other activities -for which  funds
must be appropriated if we ar2 to

be militarily strong and if we ave:

to avert another world war. UMT
and the ERP will each cost at
least $4 billion a year. All wil'
agree that neither program should
be entered upon, unless the Con-

income . tax . reduction and in-
creased expenditures for defense,
but obviously -these changes raise
important questions for both mon-
etary and general economic pol-
icy, and- their effects must.‘be

am Opposed to UMT!

+(Continued from first page)

gress is prepared to support it for
at least the next four or five
years.  Does any person seriously
believe that: - the "Congress will
support both programs continu-~
ously, ‘along with $2-bill'on for
scientific research and :develop-
ment, a greatly strengthered Air
Force, Navy, €tc? Does any per-
son believe that UMT is a.better
tet than the European Recovery
Prog_ram: {(a) to prevent com-
munism_ from engulfing Western
Europe? (b) to. prevent . World
War. I11?7 ;

Termination Not Feasible

I oppose UMT because, once
adopted, it would be virtually im-
possible to terminate it. If’the
War . Department would spend
millions of dollars of public funds
in direct violation of Federal law,
in order to scare and propagan-
dize the people and the Congress
into adopting UMT, as it has done,
what would it not do to prevent
the repeal of UMT, once- it was
adopted? -

I oppose UMT because its only
major achievement, if it were suc-
cessful, would be the development
of a spirit of warlike aggressive-
ness in  American ' youth . and
eventually in the American peo-
ple. Even the President’s Com-.
mission - on Universal - Training
recognized that UMT is a danger-
ous and undesirable thing, having
no proper place in American: life,
If our leaders were worn.ng even
half as hard today to achizve in-
ternational understanding and-to
strengthen the United Nations as
they are to bamboozle the coun-
try into adopting UMT, the out-
look for peace would be much
greater than it is. Instead, our
government by-passes the UN and
does everything it can to weaken
that body, and then says that the
UN has failed and can no longer
be relied upon. 2

I oppose UMT because * just
does: not make sense. We .l be-
lieve in a strong. America. We
want an America that is strong
enough militarily to - discourage
any present or future aggressor.
We don’t need UMT for that. We
want an. America that has a
strong, -healthy, educated: people.
That was the first recommenda-
tion of the President’s Commis=
sion on Universal Training, and
they admitted that UMT is not
the best way to improve the na-
tion’s health and.education.. We
want an America that is strong
and sound economically. - UMT
would impose a heavy tax burden
on the American people, would
take a million young men out of
the field of productive effort each
vear: at a time when production
is badly needed if we are to give
needed aid to Europe and at the
same time avoid disastrous-infla-
tion. At the same time, the adop-
tion of UMT would require the
labors of ' additional ~millions ' of
men and women to provide  the
goods, services 'and. munitions
needed for maintaining UMT. We
want an America: that is spirit-
vally and morally strong, able and
ready to lead the world toward
peace  and international coopera-
tion. The President’s: Commission
admitted that UMT cannot be jus-
tified on moral grourds. ' UMT
just does not make sense.

Milton C. Powell Adds Two

(Snecial to THe FINANCIAL CHRONICLE)

PASADENA, CALIF. — Milton
C. Powell Co., Security Building,
has added Edward D. H. Maddox
and Clarence H. Thurbur to the
firm’s staff. Mr. Thurbur was pre-
viously  with , First - California
Co, v

With Flynn & Levitt
(Special to. THE FINANCIAL CHRONICLE)

1.OS ANGELES, CALIF.—Bruce
Whitney Catlin is with Flynn &

the effects .of the combination of * closely watched. ‘ &\ Levitt, 411 West Seventh Street.
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Soft Spots i in'the Price Slmclure

(Contmued from page 2)

" before the horse. As a ‘practical
matter, you can’t pay any wages
unless you can sell your product;
and the price you can get for your
product and ' the, productivity ‘of
your labor. force: determme the
rate of wages. you:can. pay “The

. price you can get is the one over-
‘all’ limiting  factor. 'which cannot
beé' escaped.- :1t'is the basic influ-

_ence of wages:-on:demand whlch
. makes,wage ‘rates so_important,”

There are still others who ‘assert

"-that ‘labor productivity is low: and
that " it ' necessarily : follows ' that
prices have to be high.. This holds
true ‘only "in ‘a selletrs™ market
where inefficient prodicers have

“to be used to secure the total pro-
duction needed. :Once there is a

“~shift to-a‘buyers’ ‘market; varia-
tions in productivity between pro-
‘ducers become all-important ‘and
~over-all productivity increases be-
cause the inefficient high ¢ost pro-
ducer will be ehmmated by com-
-petition,

- The' current heavy tax-burden

:is also advanced as another factor
which makes: price reduction im-

- possible. " After: .all,” the taxmg
authorities, Federal, State imunic-
ipal, and district, have to get their
cut! * Taxes can’t be escaped, so
it follows, they claim, that prices
have to stay high -until taxes are
reduced all along the line.

‘Do’ Costs Determine’ Price? °

The main weakness of all these
arguments, - and . many . similar
ones, is that they assume that costs
determme price. -In that distant
“long-run” _that  the economist
talks about,’ costs may: determine
price, but in the ‘“short-run” of
market competition between mod-
ern products with large elements
of psychic value created by adver-
tising, costs determine profits—
market surveys or pr1ce policy
committees determine prices.

Over-emphasis on cost accounts,
which reached a peak during the
war; is undoubtedly at the bottom
of much of the current disregard
of market .“~alities and potenual-
ities. . In wartime, businessmer
-could pass their costs on to the
government no matter :what the
final result might be. They seem
to think that they can pass their
‘costs on to the consumer in:the
same fashion, no matter how high
their costs' may be.” Under condl-
tions of competition  this is, of
course, nonsensical. = Under .com-
petltxve capxtahsm, which we are
beginning toonce ‘'more enjoy,
price’ determines ‘cost much: more
than the opposite.,. When a busi-
nessmarn says he has'to gét.a cer-
tain price because hehas to. get
‘his - costs back, he convemently
forgets the two ‘great -consumer
safeguards 'of ' substitution =~ and

" competition.  One "of"the, charac-

teristics ‘of ‘a’ normal ‘market” is
that: a’ substantial percentage” of
“producers‘do not' get their costs
back. " Certain producers .are ‘se-
-lected, by consumers, to: be ‘the
losers in the economic race. Fail-
“ure of these marginal producers
is normal and happens all the time
in competition, a-condition Wwhich
seems ‘to have been’ forgotten by
many:

There ‘is another 1mp0rtant as-
pect-in which pricing on the basis’
of market competition differs from
pricing: on the basis ‘of costs.  Un-
der:normal conditions, a producer
will lose money on a substantial
proportion of his output, break
even on some of his products,
and make a wide margin of profit
on the remaining few. Manufac-
turers today, however, are
erally  insisting on a stan ard
mark-up over cost on eachprod-
uct’ regardless of market condi-
tions. ' This. can be done  in a
sellers’ market; but the buyers”
markets  which ‘are starting in
many -lines will force all produc-
ers to meet the price of the low-
est-cost . producer, even though
costs are not recovered. It is thus
that the consumer gets the benefit
of efficiency, economies and im-

provemenis, and that is the glory
of capitalism. ;

May I epitomize: In a competi-
tive economy, costs are largely
of historical interest; only market
price is real. =~

‘This is not to say that busmess
can indefinitely produce at a loss.
Obviously, in the long run, prices
have to cover costs.” But, 10 as-
sume that- this .is. just a simple
matter of raising’ prices .is "all
wrong.- It is," instead, as every

‘businessman knows, accomphshed i

oy a never-ending battle toreduce
costs. .

Under modern marketing condi-
tions demand determines - price
and supply. Normally, the price
so determined . allows a mar-
gin * over - costs: ' called - profit.
‘But : prices can drop ‘below . this
ﬁvel for long periods-of time, as
there is nothing ‘in. competitive
capitalism. which. guarantees - a
profit! On the contrary, all it of-
fers, basically, is hard, unrelent-
ing competition under the grim
compulsion ‘of . “devil - take = the
hindmost”—the basic principle of
competitive capitalism. i

Turning to . the demand side,
several very strong upward pres-
sures against the price level are
getting under way. Let us attempt
to evaluate them,

Effect of ERP

The Marshall Plan, now offici-
ally titled the European Recovery
Program, is being relied' on: too
heavily by many businessmen in
their estimates of the future. The
plain fact is that a $5 or $6 billion
ERP expenditure in the next 12
months, in the light of our current
$130 billion gross national product,
isrelativelyinsignificant. Sounds a
little like $pump priming,” doesn’t
it? Other than on a few scarce
items such as steel and farm ma-
chinery, and, of course, food, the
plan’ will:have little inflationary
effect. on! our -price. level. Even
with the ERP shipments, exports
will be less this year than in 1947.
What we have in the European
Recovery Program is a cushion for
wne business readjustment which
is in the making—not the engine
for another inflation spiral!

Rearmament expenditures are
expected by many businessmen to
be a highly inflationary influence
on, the pricde level. - If the Com-~
munists do not win the Italian
elections on -April 18, I do not
expect heavy rearmament expen-
ditures. ‘In fact, we probably will
not spend more than $3 to $4 bil-
lion ‘additional for national de-
fense, and that will be largely for
‘planes. But such a level of de~
fense expenditures does not even
approach our wartime levels, Far-
thermore, the.amount is so ‘small
relative to our national produc-
tion-that it cannot have a pro-
nounced effect on‘our ‘price level,
although it will accentuate certain
shortages.

Of course, if the Communists
should win the Italian elections,
then we shall probably embark on
a real- rearmament program  of
vast dimentions, Such a program
would naturally necessitate new
Treasury borrowing and a change
in - the present Federal Reserve
credit restriction policy. & . °

However, as I indicated before,
I do not expect the Communists
to win the Italian elections. The
Ttalian population is nearly 100%
Catholic and the Church has taken
a strong stand against the Com-

munis In addition, the Church
| has madé\ a strong appeal to ‘the
women of Ifa go to the polls

and vote. If they do so, and I ex-~
pect that they will, as women the
world over are more religious than
men, the spread of Communism
will be brought to a halt,

Wage Increases in a
Buyers’ Market

Soldjers’ bonuses being paid by
the various States and the $4,000,-
000,000’ Federal tax reduction def—
initely*’créate new pressureé s

against the price level. The third
round of wage increases will cre~
ate just that much more pressure
toward higher prices as it is too
much to hope that labor will in-
crease its productivity under pres-
ent conditions of what I call “over-
employment.” But, in this connec-
tion, I want to call your attention
10 a fact that is -always over-
looked: Wage increases in a sel-

‘lers’ ‘market ‘are inflationary, but
‘wage increases in a buyers’ mar-

ket cannot be passed-on to:the

consumer and -are  thus largely
»deﬂationary because :they reduce

sales and increase unemployment
We: now come to’‘the $64 point.

.All of the pressures which we now

foresee. can 'be -more - than - offset
by a bountiful production of food
crops. 'When I was here. last
spring, I pointed to the high level
of agricultural production, which
was -nearly ‘50% above the 1935-
1939 average, and the high prices
prevailing and expressed the opin-
ion that there would be a read-'
justment. Well, as you know, a
readjustment started in about that
time (spring) but the crop failure
in Europe. caused- by too little
rain, the short ‘corn crop in  the
United States cdused by too much
rain in the spring and too little
rain in the summer—both acts
of God—and our government’s de-
cision to feed Europe despite the
effects on our economy put up

‘the prices ‘of food, and general

prices and wages resumed their
upward. race.

- Remember,: of all prices, food
prices are the most basic. They
have risen nearly.three times as
much as non-agricultural prices.
A bumper world crop of food-
stuffs, particularly grains, would
force food prices back into line
and would have a profound effect
on our economy. So far, the
world outlook for such a crop is
favorable,  If nature continues in
a generous mood, the most basic
upward pressure will be removed
from our price structure'and ‘more
normal  relationships ' and levels
will reassert themselves.

~But even if fo0d prices should
stay at high levels because of crop
failures ‘or - other reasons, most
other prices, with the exception
of those of ‘steel, iron, coal, oil,
farm machinery, railway equip-
ment, and the standard make au- |

tomobiles will, in. all probablhty,
decline; -Serious ‘consumer price
resistance is_evident ‘in many
lines; and, it 'is contagious!. The

- radio - mdustry is facing a serious

situation. "The tire manufacturers,
despite their advertising claims of
revolutionary new improvements,
had to cut output and have-had
to bring out secondary -lines- at
cheaper prices, In the textile field,
particularly cottons, German and
Japanese competmon is beginning
to reappear in the international
markets. The home appliance in-
dustry; particularly  -the . electric
accessories : ‘people,” *.are --having
their troubles, too, and so it goes

- for many industrles

Supply Catchmg l‘p Wlth Dcmand

While a stiff upper. hp is . 'still
bemg maintained . and - manufac-
turers are still talking about wait-
ing lists, the plain fact.is. that
they are pretty well caught up
with ‘demand 'in. most lines, - We
might’ say that ' basic - -economié
forces are pushing down while ar-
tificial forces are pushmg up on
prices.

In conclusion, barrmg a world
crop failure, I anticipate that:our
food prices will drop, despite the
European Recovery Program pur-
chases.' Obviously, any drop in
food prices will exert heavy down-
ward pressure on the price level.
But even if food prices do not
drop, I anticipaté a moderate de-
cline in non-agricultural prices.

Please note, however, I do not
expect the price declines to b2
too sharp or too deep, As I have
said many times before, a reces-
sion, not an old-fashioned depres-
sion, lies:ahead. :‘And it will be
cushioned, but not.prevented, by
the reduced taxes and by the in-
creased expenditures of the gov-
ernment for ERP and rearmament.

May 1 emphasize that this:is|
forecast and not prophecy. With
Russia intransigent; with govern-
ment expenditures rising, and with
the forces :of inflation: bred. by
World -War II still' rampaging
throughout the world, one cannot
be positive as to the economic or
political future. Nowadays, we

live in.a truly uncertain world.
It follows that we must be ready
to change our minds and our po-
s1txon if basic influences change.

News About Banks and Bankers

(Continued from page 129)

“Courant” ~ of . April 14, which
stated that Mr, Garvan’s presence
on the directorate continues tra-
ditional representation of mem-
bers of Mr. Garvan’s family, which
dates back more than two gener-
ations to: the founding of the in~
stitution in 1907,

i i B

Reuben B. Hall, Vice-President
of The Philadelphia National Bank
of Philadelphia, Pa., has  been
elected a director. of the Philadel-
phia Bourse. For many years Mr.
Hall has been actively-interested
in the development of the Port of
Philadelphia.  He is Treasurer of
the Bankers Association for For-
eign Trade. Mr. Hall joined the
foreign department of The Phila-
delphia National Bank in 1911, He
was elected a Vice-President in
January 1942 and placed in charge
of the foreign department a year
later.” L

# # %

The First National Bank & Trust
Company of Hamilton, Ohio, in-
creased its capital, effective April
5, from $900,000 to $1,000,000. by
a stock dividend of $100,000.

: L k4 ”

B. E. Hutchinson, Chairman of
the Finance Committee and Vice-
President of Chrysler Corp., has
been elected director of the Na-
tional Bank of Detreit, at Detroit,
Mich,, it was reported in the De-
troit “Free Press” of April 13, in
which it was also stated: " °

“Bank Chairman Walter S. Mc-
Lucas announced that directors
approved a plan’ to. place bank

‘stock on - a quarterly dxvxdend

basis. A-dividend of .35 cents a
share, equal to $1.40 annually, was
declared payable May 1:to stock
of record ‘April 17.. Previously,
dividends :'of - 65 cents semi-an-
nually, equal to $1. 30 a year, have
been paid.” 2
# £ o

The ' First National.Bank ;and
Trust Company of Fargo, N, D.,
announces the election of Wm, F.

' Graves as VlCe President and di-

rector i
i =

The Mercantile-Comme:ce Bank
and Trust Company of St. Louis
is' completing -an - expansion’ and
modernization program which be-
gan several years ago. The 7-
story building on Seventh and St.
Charles Streets, -which it pur-
chased,  is ‘being remodeled  and
joined, to the ‘main bank building
by means of bridging :the alley
beiween ~Seventh and : Eighth
Streets. When completed, the bank
will have entrances on the -four
streets surrounding the block in
which it is located. The formal
opening of the new banking quar-
ters will occur shortly.'At present
the upper six floors. of the build-
ing are being used for various
banking activities, and the formal
opening will take place as soon as
the alterations to the first floor
banking lobby have been com-
pleted. By acquiring this" addi-
tional building, the floor space of
the bank’s quarters -was approxi-
mately doubled. The Mercantile-
Commerce Bank and Trust Com-
pany was formed in 1929, through
the merger of the Natlonal Bank
of Commerce and the Mercantile

'came a national bank. -

Trust Company, but the history of:
the bank dates back to 1857, when
the St, Louis Building and Sav=
ings Association was chartered’
and: opened for business in &
small = office ~ at Second -and:
Pine Streets. In 1868 the name
was changed to the Bank of Coms
merce. Twenty years later it be=
Its last
banking quarters were in the Nax |
tional Bank of Commerce build«
ing :at the,.southwest corner of
Broadway and Olive. In 1899, Fes~
tus. J. Wade organized the Mer=

| cantile - Trust. Co. - With total .re~

sources in excess of $365,000,000
Mercantile-Commerce is said tg

- be’' the .51st largest bank in. the

country. . W. L. Hemingway is
Chairman of the Board, and Gale
F. Johnson is President,.
2 10 & £3
James M. Kemper, Chairman of
the Board of the Commerceé Trusé
Company of Kansas City, Mo., was;

‘elected  President of ;the Kahsas

City .Clearing House ‘‘Associatiornt

'at its' annual meeting on April 13,

according " to the - Kansas = City
“Star,” 'succeeding Thornton
Cooke; Chairman of the Columbia
National Bank. At the same time

-Nathan ' Rieger, President. of the
| Mercantile Home ‘Bank & Trust;.

was elected Vice-President of the
Association: R."'L. Dominick, Pres-
ident ‘of the Traders Gate City

‘Bank, was elected Treasurer of the

‘Association and A. O. Biggerstaff
was re-elected Manager  for the
eigteenth consecutive -year,  The
“Star’ “also: reported: “The" elec=
tion ‘of 'Mr.  Kemper  marked the
third time he has headed the As*
sociation. Officials are elected for
a one-year term, but it is the cus=
tom of the membership 1o re-eleat
the President after he has served
a year Mr, :Kemper’s ﬁrst term
was in 1936.”
B 5

The election of Hamlett Harrl-
son as a director of the Republie
National Bank of Dallas, Texas, to
succeed - Percy  Davis, deceased,
was announced. on. April 13 by
Fred F. Florence, President, From
1935 to 1939 Mr. Harrison was as~
sociated -with, the firm of Touch-
stone, Wight, Gormley and Price,
and ‘in 1939 he became : General
Counsel of Trinity Universal In-
surance Co. At the present time he
is Vice-President and director of
the  Trinity Universal Insurance
Co. and Security National Fire In-~
surance - Co., which" positions he
has held smce 1941 :

o

‘Barclays Bank (Dommion, Colou
nial and :Overseas) announce that. .
Goeffrey . Cokayne Gibbs, C:M.G. -
has been elected-a Vice- Chan-man
of the Board

P ’

leham H. ‘Sneath; New York
industrialist, has been -elected to
the board ‘of directors of The Do~
minion Bank, i Head Office,  To=
ronto, Canada, . " . e o o0

" Mr, Sneath is

a senior exec~
utive of Union -

| carbide and -

Carbon Cor-.
poration, New
Y ork; Presi-"~
dent of the St.
Lawrence - Al-
loys and Met-
als Ltd., Beau-
harnois, Que-

' b'e.c, Canada;:

President of
Electric Fur-:
nace Products
Co. Ltd.; Sau-
da, Norway.
and Vice-President Electro Metal-
lurgical Co.;" New York, having
been assouated with -the - latter
company in many capacities ‘over
a period of years. He: is also'a
director of several other interna-

William H. Sneath

-tional corporations including Brit-

ish Electro Metallurgical Co. Ltd.,

Sheffield, England. In recogmtlon
of his mterest and services in Nor=
wegian industry and commerce,
Mr. Sneath was, in 1928, knighted
by the King of Norway and ad-
mitted to the' Order of St. Olav,
one of the highest orders in Nor-
way, of which he has since been
made a Commander.

~
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" The Outlook for the Stock Market

(Continued from page ). »
(By HEINZ H. BIEL)

unreal conflict between the mar-
ket -analyst and the customers’
broker,

Reasons Against Bull Market =

In am an economist, not a chart-
ist, and it is for economic reasons
that I turned and remained bear-
ish. The expected recession was
getting under way early last year
when for'a variety of well-known
reasons the trend reversed itself.
However, despite the fact that
"business continued: to boom all
through 1947 the stock market re~
mained skeptical. Why?

(1) Major general = advances,
“pull markets” to use the chart-
ists’ term, usually do not start
when business, employment, earn~
ings, dividends, etc., are at their
peak. ;

(2) The boom was getting out
of - balance, and business was
shaky in spots. The stock market
in its pronounced selectivity mir-
rored these conditions. Wide seg~
ments of.our economy still en-
joyed an unlimited sellers’ market
and could” afford to raise wage,
and recoup the higher costs by
increasing ‘prices. But others al-
ready were facing a buyers’ mar-
ket.  Yes, they had to pay the
same high wage scales as set by
the coal, steel and automobile in=
dustries; they had to pay the same
high taxes, the same" high prices
for materials, etc. Such conditions
do ‘not last -indefinitely and:the
proper’ balance will be restored
sooner or later.

(3) The investors’ doubt were
further aggravated by the decline
in exports and the' deflationary
aspects of our- fiscal and credit
policies, ' Treasury cash 'receipts
were far in excess of cash ex-
“penditures and all attempts to re-
duce income taxes met with fai
ure until ' very recently. ‘The
‘Treasury also made every effort to
“tighten interest rates, culminating
“in_a sharp decline in prices for
bonds and preferred stocks in De=
cember. :

(4) Despite large profits in

~ many industries evidence accumu-
lated that the break-even point
. was ' rising to dangerously  high
.levels. An ever increasing volume
was necessary to maintain earn-
ings. - : :

Many other reasons could be
mentioned for the stock market’s
lack of . confidence in''the' per=-
manency of the boom; and the re-
fusal of investors to be tempted by
high' yields and low price-earn~
.ings' ratios.. . They could not be
tempted because the adjustments
of ‘prices, wages, labor efficiency,
high  break-even ' points, - etec.,
which should follow the post-war
inflationary burst had ‘not yet
taken place. Without such adjuste«

ment no extended period of pros= |

- perity is possible.

"No Need for Depr,ession

. There“is no need for a depres-
sion-or a.“bust.” But neither-is
there any.assurance that prevail-
. ing conditions won’t lead to one.
We‘ bears have' been accused ‘of
crying “wolf:’ and. thereby caus-
“ing, or fostering, a depression. On
thg contrary. By warning and by
pointing out the danger we may
help ‘prevent-a depression, The
extreme caution being exercised
by retailers ‘and ‘'many manufac-~
turers ‘in their inventory: policy
will undoubtedly avert the col-
lapse that would occur if a busi-
ness decline :should hit them un-
prepared.” The ‘same goes for the
stock ‘market which now is far
less. vulnerable ‘because : it re-
'mained sober and did not indulge
in a dangerous boom psychology.
'I have been a very outspoken
adyocate of an ‘extremely liquid
investment policy. I remained so
until last month when I modified
by bearishness and advised the
partial commitment of reserves. I

5

fail- |

altered my position somewhat be-
cause of events which may have
n'our economy, an .impact 1ar
!greater than the trend of domestic
pusiness. I refer to the conquest
of Czechoslovakia which is no
less significant in 1948 than it was
in 1938, I believe that war with
Russia is ‘neither imminent nor
inevitable, But there are so many
highly explosive elements in the
situation that war has become a
distinct, rather than a remote, pos-
sibility. . The chances . may ' be
three-to-one against a war this
!year or next, But I don’t like
even that ratio. It frightens me.
Being a European by birth, I
may be a little more sensitive
about. foreign affairs, but I think
I am not any more easily scared
than my fellow Americans. Our
most natural reaction to a scare
is to do something about it. We
have a choice. We can surrender
without a fight as Wallace ad-
| vises us today and as Lindbergh
advised us 10 years ago, Or, we
can' prepare for any. emergency.
“Si’ vis- pacem, para bellum.”
There can pe little aoupbt tnav we
will follow ithis old Roman saying
Wishing peace, ‘we prepare for
war.
I am far from convinced that
preparations for war are, neces-
sarily “bullish.” But armament ex-
penditures on a major scale may
very well halt, if not reverse the
recession tendencies which. again
became evident in recent months.
Instead of facing an era of
abundance, we may re-enter a
period of scarcity, of allocations,
of rationing. Congress has not yet
appropriated additional funds, and
if it does, initial appropriations
ymay not be more than $3 billion
in excess of budgetary provisions.
But- the anticipation of an arma-
ment boom. may prove to be.a
; most_potent psychological, factor.
You and I have been holding
back .on purchases of shoes and
shirts and tires and perhaps even
a car, because we thought we
| might get them cheaper this Sum-
mer or Fall. Our wives postponed
the purchase of sheets:and home
furnishings for the same reason.
Well, how do we feel about it to-
.day? Dont we all remember the
shoe coupons and the difficulty of
getting a white shirt?
- These same considerations ap-
ply to business. Exorbitant prices
have caused the ‘deferment  of
many expansion plans, But if there
is the prospect of allocation of erit-
ical materials, or if there are to be
,other restrictions, we might better
| go ahead now, regardless' of cost;
Business' inventories ..may be
ample for present business pros-
"pects, but are they adequate
"if ‘we face a war economy? For
these reasons it may" be entirely
unnecessary to spend one addi-
|tional cent on rearmament to get
this' change in psychology ‘which
can revitalize our faltering boom.

A View of Prospects

These ' potentialities already
have caused a strong recovery in
| the stock market and it may carry
further. We are still in that initial
;and happy phase where we think
|we can eat our cake and have it
too. “But lets take a realistic view

|of the prospects. I can see an
|alternative: = | ;
;. (1) Russia pipes down, the war
| scare abates, and we will rearm
‘and stockpile strategic materials
only on.a minor scale. In'that
case, domestic economic factors
will again become of paramount
|{importance, and a “recession” - may
become a . “slump,” because we
shall have larger inventories and
be far more vulnerable in many
other respects. %

(2) The world situation remains
critical, in which case we may not
spend $11 or $14 billion a year on
defense and rearmament,  but
twice or three times that.amount.
It is my opinion that such pro-
| gram must inevitably lead to ‘a
true -war economy, with ceilings

on wages .and .prices, corporate
excess profit and higher personal
income taxes, allocation of critical
materials, ‘priorities, etc. Add to
this the threat of war, and ask
yourself whether this would be a
healthy climate for a budding bull
market. I don’t know.  But
have such serious doubts that I
feel compelled to warn against the
commitment of all liquid reserves
in common stocks, not to mention
aggressive purchase of stocks on
margin.

The present market bears some
resemblance to last year’s May/
July rally which caused so much
premature jubilation on the bull
side. 'I expect that there will be a
lot of stock for sale around 186
in the Dow-Jones industrial av-
erage, and I, for my part, would
accept some profits on purchases
made last month.~ In any event, it
seems to me too early fo bury the
bear market,

(Continued ffom page 4)
(By SIDNEY B. LURIE)

the nature of the beast, half the
speculati}re battle is won.

Stock Market Merchandise
Salable

As I see it, the New Look mani-
fests itself in various ways. ’

From the viewpoint of doing
commission business, it'means that
we must sell individual. values—
not the stock market. After all,
no one buys the industrial aver-
age, but many people do buy the
high yields, the liquid assets
available at a discount, the high
earning power. etc., characteristic
of the market place today. Seldom
in history have we had so much
salable - merchandise;  all that’s
required is ‘merchandising ‘tech-
nique. :
“-Im - ibividualt securities): the
New Look means that thé big ap-
preciation’potential is held by the
so-called ' secondary - companies
rather than the’ industrial’ giants:
1947 is proof of the fact that re-
liance on the past drawing power
of a name rather than the dynam-
ics of a new company, or one that
has changed character, means the
loss of profits for your customers;
A year ago, for example, you
could have bought Denver & Rio
Grande for $10 per share, while
N. Y. Central sold at 16; where
are they today?

In the final analysis, we've
ived through a tumultuous decade
which is bound to have pro-
foundly  affected the position of
many companies. You and I can
recognize this. fact by  realizing
that selectivity is more than: a
catch phrase, that it has dollar and
cents importance to our custom-
ers.

Selectivity

Indusirywise, “the  New ‘Look
means that Wall Street’s habit of
applying a label and then closing
its eyes is a mistake which the

‘alert speculator can turn to ad-

vantage. We're living in' too dy-
namic an era for a blanket classi-
fication of good or bad not to be
subject to individual exceptions.
Furthermore,
that there is never any charm in
the obvious, unanimity of opinion
usually ‘means bargains for the
courageous. The suspicion at-
tached to the textile industry’s
booming earnings is a  case in
point for Wall Street is overlook-
ing a number of pertinent facts:
(1) The industry is composed of
various operations, and it is pos-
sible for one division to be pros-
perous at the same time another
is having difficulties; (2) At the
time the industry was being lig-
uidated in New England, fortunes
were being started and made in
the South.  Furthermore, what
with- lower capacity, an' increase
in - population: and : an “internal
strengthening via consolidations,

normal- earning’ power - of - the
;

bearing . in  mind |.

1940’s will be far above the pre-
war average.

Marketwise, the New Look has
meant iwo things: (1) Taere is
too much inflation frozen into our
economy, there has been too great
an increase in the population and

Ilthe standard of living, for stock

prices ‘to return to the prewar
lows; (2) Just as the 1945 bull
market anticipated  the -postwar
boom long before it arrived, and
last year’s market of indecision
discounted: a recession which tirst
reared its ugly head a few months
ago, so will the 1948 market have
completed its downside readjust+
ment long before business sta-
bilizes,

You may have noticed that these
comments were expressed in pas.
tense. This was purposeful, inas-
much as if we are to properly ap-
praise the stock price outlook
from here out we must first un-
derstand  the background wini.a
permitted a 15-point advance from
the mid-March lows. That back-
ground, as 1 see it, had and s.ili
points to two things: (1) Stock
prices can and will sell higher or.
lower earniags; (2) We probably
have seen the lows for the nex.
six months.

Market Superficially High

Unquestionably, if one thinks in
terms of the various averages, the
market is at least superficially
high; we’re still above the range
which has prevailed in most o
past years. and the drop from the
1946 top was only 28%. Bul
there’s a New Look here, too, i.
the sense that the averages are
not representative. of the s.ock:
held by the public. With so many
issueg off 50% and more ‘from
their- 1946: - highs, - we've been
through a severe bear market in
preparation for .a lot :of things
which haven’t happened. Further-
more, just as a number of indi-
vidual  groups made their highs
before the market as a whole in
the spring of 1946, so did certain
groups show definite signs oi
turning the corner before las:
March 16th.

This does not necessarily mean
that we will get a Dow Theory
bull market confirmation withou
the market first pausing to refres
itself. Don’t forget that the trend
of industrial production has been
downward in the last few months,
that signs of business deteriora-
tion have been visible, and that it
will take time before the lates:
series of “shots in the arm” affect
the trend.  After all, although
some $14 billion is being injected
via the tax cut, the Marshall Plan
and our accelerated: defense pro-
gram, this is only equal to about
7% of our national income. Fur-
thermore, our $11 billion 1948-4¢
defense budget can not be spent
overnight, ‘nor will the money
spread throughout our industrial
economy; the over-all program
simply does not require the same
physical facilities we needed after
Pearl Harbor. Much of the $3 bil-
lion supplementary defense pro-
gram, for example, will go to air-
craft. research and development.
But if I'm correct in my ap-
praisal of the market implications
of ‘the New Look, any doubts and
fears 'which later-arise about the
business outlook will not have
more than temporary influence on

 the stock price structure. For one

thing, it seems to me that we have
passed a psychological land mark,
that the tide has turned, and the
speculative {fraternity will stop

trying to play a game of musical.

chairs. Secondly, Wall Street sen-
timent should be buoyed by the
immediate and discernible bene-
fits our -armament program:will
give to the.aluminum and copper
industry:  Thirdly, although we
haven’t started on a new boom, I
do' think that the selective busi-
ness -recession  now in progress
~willl be cushioned, ‘and ‘ perhaps

Y

P

turned, by the . latest stimulants.
The second half of this year js
likely to be a pretty good period
for most industries and most com~
panies. PR

Looks for 190 Industrial Average
Level !

In-my opinion, this background -
suggests that the industrial aver-
age will better the 190 level be-
tween now and Labor Day. A
more optimistic point of view ré-
quires certain assumptions in the
realm of psychology—assumptions
which I don’t think are warranted
at this writing.. For example, we
could - get a iremendous lift to
stock prices once tne security
buying public realizes that: (1)
We can make our transition to
normaley. without undergoing a
major . depression; (2) Normalcy
does: not spell the frenzied war
yeais nor a period when everyone
has money to burn. :

More immediately, I wonder:if
the Italian election results will be
as important a market factor as
the Street expects; -although a
case can be made either way, the
real answer rests. with psychology."

Personally, I rather think that
the election results will be a dud
marketwise. This isn’t part of the
New Look but an illustration of
the old axiom that once‘an un-
certainty becomes an ‘established
fact, it ceases to be a market in-
{luence.

(Continued from page 4)
(By ARTHUR J. MESSING)

so. It is likely to be the final op-
portunity. ; Sl

. Prospects of ‘a- minor reaction
(and it will only be minor and
technical in.character) stem from.
two underlying ‘factors. They are
(1) The scope of the advance it-
self, which -up to April 12 has
encompassed 15 points in the Dow
‘Industrials, 7 points in the Rails
and 11 points in the Times Aver-
ages, all in less than four weeks,
(2) The fact that'the Dow' Indus-
trials have reached an important
supply area between 179 and just
below 182, constituting the De-
cember-January topside shelf.
A consolidation period for a week
or two could very well take the
place of a minor reaction. i

Should such a minor reaction
take place at this time, I do not
think that it will go deep enough
to warrant losing positions at this
level in expectation. thereof. I
would consider it more astute to
add. to commitments if such minor
reaction should develop. As to its
scope, the outside possibility I
would judge to be the 17215-175
level where powerful support is
indicated; and with a good chance
that the 175-176 level would hold.
Much to the disappointment of
the bears, the upside gap of Sat-
urday, March 20, probably will
NOT be closed for a long time,
perhaps for years. As for the Rails,
which indicate NO supply area
here, I would only expect a side-
wise consolidation movement in
sympathy with the Industrials, at
worst. In the event that the Dow
Industrials should reach 182 on
this move, any thought of even a
minor reaction should be -aban-
doned for the time being. . = . . |

The sum and substance of my
talk, therefore, is that we have
been in a bull market for a very
long time, led by the Rails, and
irrespective of the Dow Theory;
and that, subject'to normal reac=
tions which are bound to occur
from time to time when the mar-
ket becomes ' overbought, = the
trend will be toward considerably
higher levels. . - ; 4

I wish -to stress one important
factor, namely that there is a good
chance that the market might ex-
hibit” great strength toward the
latter part of the current month,
because - this would be the final

opportunity for investors to make
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.. purchases- -and..take -a-long-term:
. rprofityif they .so desired; just prior:
o the .election. - = = - i i

: (Conﬁnued’“from ;Jagev 4)
-1 (By N. MOLODOVSKY) -

.. Union.. They: are aware'. of 'the
-basic’ econonvic .weakness of their

country.‘ They realize: that. its.in--
dustrial - potential - is” infinitely
smaller than that of the U.'S. " They

-may be moved to-feel that in a

war' of mach.nes; to say nothing
of an atomic war, they cannot
hope' to win, They might arrive’

. dt the conclusion that the war will

not have lasted many weeks' be-
fore' their ' important  industrial
centers, and the vital oil industry-
iv the first place, will have been
completely smashed. Should they

develop such' a trame of mind, we

could then read one morning in
our paper that the Ambassador
of the Soviets has rushed, pale
and: disheveled; to  the State De-

partment' to protest against its:

extraordinary - misconception of
the true ‘aims “of Soviet policy.
Echoing his Master’s voice, he will’
assert “that far from  nurturing-

. any designg of aggression, the So-

viets want nothing but peace. In

.- the-name of -his, government he
. will.utter solemn pledges of ever=

TIasting friendship -and -offer: all

" guarantees: that Washington may
.. wish. ‘Complete disarmament, in-
ternational! ' control  of military

production; ‘'withdrawal of troops
from - any :-designated’ region—,
nothing will-be refused:.. A .mag--
nificent offer!” It cannot be furned-.
down. It signifies :an - overnight
change'ini the entire international
picture; ‘'What would it mean in
terms' of stock prices?’

Effect of Real Peace
There . cannot be much doubt

‘thata tidal wave of relief and
jubilation: would sweep” the mar-'

ket. .The resurgence of confidence
and: hope should be tremendous.
The: market would advance by
leaps: and bounds. It would light
a bonfire of celebration, But after
# while. investors. would stop to
think. They would weigh against

each: other the implications of the

stupendous economic. changes that
the: sudden advent of real peace
would bring with it. The need' of
rearmament and the urgency of
the: ERP would disappear. It
would become. difficult to. make
the' American taxpayer meet their
cost: -For the coming fiscal year
alone military and international

expenditures of over $21 billion!
are proposed; or almost the equiv-,

alent of the entire public debt

-after the end of ‘the last world

war. Big slashes would have to
be: made in the Federal budget.
In: the present stage of full ca-
pacity industrial activity it should
not take too:long to fill the back-
logs of the still unsatisfied domes-
tic economie needs: The recovery
of European industry and agricul~
ture would: make: Europe increas-
ingly able to coverits own' re~
quirements; -Eventually. European
export surpluses would reappear.
Competition. would return. -to in=
ternational trade. And despite the
offsetting factor of substantial tax
reductions: . that ' -would.. become

‘possible and inevitable, this coun=
Ary would seon be faeing a period

of contraction and deflation.. No
matter how much Stalin might
neéed. American machines .and

products, the could not be counted
upon to sustain even partially the
American economy by his own
orders. ~ This.- imaginary peace
overture. on. his' part. would not
have been prompted by a true
spirit of benevolence. He could
at least then try to trade the sur-
render of hig plans for expansion
against the hove of engineering
an American depression.

What of War!

" But let us also imagine another
possibility.: The Soviets may. be
economically weak but-militarily

of the last war a great deal was,
heard in London and Paris about |
the German bluff and many al-|

anan. military. machine.:The Soviet
‘eitizen: may--1live like “a’*dog;; but:
the Soviet airforceis:rapidly ex-
panding. . According’ to -some-re=:
ports; it is' powerful-indeed::, And’
the  imported - German - scientists.
have “'been' - déveloping’ -further
those guided missiles* which-came'

too- late:to-become' a: factor'in: the:

last war. With .the assistance" of

- Soviet  physicists: ‘they have ' un=

doubtedly - also . developed' -other
powerful means of destruction: If
war is inevitable, quickness to the:
draw will be an important factor.
Offense has by far outstripped
defense - in ' 'modern strategical
thinking. Suppose the Soviets take
the cue from' the Japs who twice:
in recent history attacked without
prior declaration of war: the Rus-

sian fleet at Port Arthur in 1904;

and the American fleet at Pearl
Harbor, Imagine that :a' sudden
attack by guided missiles launched
from' submarines and by -squad-
rons of single-trip suicide planes
reduces to shambles: Pittsburgh,
Detroit and some other industrial
centers. If the plants of General

Motors should vanish ‘from: the/

industrial map, I doubt that many

bidders: would be found for: the’

company’s-shares even if a market

for stocks: still continued-to exist
despite the havoc of war, “If 'war|

should' come, who -will: be: bold

enough, in" its ‘early stages; ‘1o |

forecast with ‘assurance' its scope

and’duration or the form and na-:
ture ‘of - its ‘battles? . Untik:ithis:

threat has: been' convineingly re-
moved, :the: possibility. of actual

physical destruction will: add its:
:shadow -to' the prospects: of new’
and- probably more' drastic excess:

profits taxation-and governmental’

controls and regulations. - It -isi
hard for me to believe that stocks::
would then look very attractive’
to. investors. 4

Neither War Nor Peace
Economy Bullish )

Of course, we all earnestly hope
that the present state of interna-
tional tension will not reach: a
veint of actual shooting war. The
other possibility, that of a sudden
assurance of peace, seems even
less likely. Certainly nothing. in
the present Soviet attitude per-
mits us to countenance such a
hope. Both of these hypothetical
events, however, are important.
They represent the two extremes,
the two opposite poles between

-which: American life will now be

moving. Depending upon- the
shape of foreign political devel-
opiments, the ' economy of this
country will increasingly lean ei~
ther towards war or - towards
peace. And in the present posi-
tion of the business cycle, neither
of these two contingencies, I think,
s bullish for stocks. Neither a
full-fledged industrial - mobiliza~
tion with the accompanying heavy
taxation. and regimentation, ‘nor
the withdrawal of most of ‘the
artificial supports which: now pre-
vent the unfolding of the defla-
tionary process are materials out
of which-a bull market. is likely
to be built, v

For the ‘time being, however;
we have 'neither .a.- war ‘nor a

: peace economy. We travel through

a 'sunny-valley. 'The ‘cyclical re-

-cession; whose -clouds were begin-

ning to be discernible on the busi~-
ness:horizon, has been temporarily
arrested. The additional defense
appropriations now ' being slated
are not large compared to the

ccurrent total annual production

of goods and services which is
estimated = around ' $250 -billion.
They  represent not much: more
than 1%. But they are in the
nature of marginal demand. And
their injection into the economy
will help to maintain the present
level of prices not only by stimu-
lating demand but also by decel-
eratng the process of inventory
liquidations. This process threat-
ened to take place at an increas-
ingly rapid pace as a .result of
fears of ‘business recession. So
far, the rearmament program has
apparently brought just the right
dose of actual and psychological

: leged flaws were cited in the Ger-{support to business. It means the

extension ,of - the period -of high
industrial activity ;and prices and;
therefore, 'also' of corporate earn-
‘ings;:since’ the . latter need' a high
‘volume" -of -production to: protect
.the narrowing margins of profits.
iAnd: the-beneficial effects of this
'stimulating’ environmeént are: fur-
ther:strengthened- by a reduction
:of ‘taxes:and by the implications
‘of the ' ERP. ;

< Change of Financial Sentiment
..Small wonder-then that the fo-
cusing’ of " attention on such-an:
limmediate outlook worked a pow-
ierful . change in financial senti-
iment. .And this. turnabout was
‘made even easier by the fact that.
‘when:. it took place, stock price:
‘were once more in a zone of deep
;undervaluation -on the basis o.
itheir. current earnings and divi-
‘dends:'A.'‘change towards a more
ioptimistic feeling as to the prob-
lable duration of profitable opera-
‘tions: efsindustry could not: fail to
bring about-a more generous val-
uation*of ‘each dollar of earnings
‘and" dividends.- So long as the
‘present state. of affairs prevails
mvestors and - speculators  will
‘continue- to .bid for: stocks: and
.couldconceivably lift them to
aucty Righer levels. -
It - seems: clear, however, that
ithis situation.is'unstable. The hy-
bridweconomy- of declining, peace-
‘time-. business increasingly bol-
;stered by sgrowing - wartime -de~
‘mands,..cannot. - continue  indefi-
nitely.. This: unstable balance can:
‘be: suddenly upset by a relapse

‘realization;;of ‘this possibility by
the: public: should exercise: a re-
fraining influence on sentiment
andi stock: prices;

Saifar we have considered: two
factors only;. the outlook for pro-
Ldiuction. and; earnings: on the' one:
‘hand,; . ‘and’ financial sentiment,

“lie; the willingness of the' public

o buy: stocks; on. the other. Both
are: important ..determinants: of;
stock prices. -But there exists in:
the stock market equation: an-
other: and perhaps: still more po-
tent factor. T am speaking of the
effective .demand for stocks.

Scarcity of Venture Capital

The scarcity of venture capital
is not a:new problem in American
economy. It was ushered in by
the: New: Deal. During the’’30s,
not only the supply, but the de-
mand' for private capital as well
were: small: The wartime indus-
trial expansion, and the bull mar-
ket itself, were  practically fi-
nanced by the government. But
after the war a new need for ex-
pansion. appeared. Industry hac
to. take care of the backlogs of
civilian. demand accumulated dur-
ing: the hostilities and to bring
its-plants.in line with technologi-
cal advances. It was confronted
with large  capital requirements
for new plants and equipment, Ii
was . fortunatein having built. up
during the war vast liquid re-
sources,. It is doubtful. that with-
out them"it would have been: able

| to- finance its needs. As it is, its

use ‘of bank credit has been sub-
stantial, .

The ‘National Association . of
Manufacturers' estimates the cur-
rent deficiency of venture:capital
at’ $8 billion annually. It points
out. that. commerecial bank loans
rose’ rapidly in 1946 and 1947,
while individual holdings of cor-
porate securities showed little in-
crease, This means that corporate
enterprises had to borrow from
banks instead of financing their
capital requirements by the sale
of securities, Only $4.5 billion of
new money were raised in 1947
through the capital markets. Out
of this amount, according to Mr..
Schram’s recent testimony.before
the SEC, only $784 million were
represented by common stocks.

High taxes must carry the ma-
jor share of responsibility for this
lack. of enterprise on: the part of
private. capital, A. well-known.
brokerage firm: carried in ' last
Sunday’s. “Times” an- advertise-
ment featuring the advantages of
tax-exempt securities. Why should

investors in this uncertain period

risk their finds to buy even high-
iNelding ~gbdd - ‘quality’ common
:stocks? Even the new tax reduc-
'tion. bill, said this advertisement
may- not: save. them. the: large
sums . available - through - tax-ex-:
iempt securities, If their taxable
income: i§ dver $16;000' they may
be:. paying; taxes, undep .preseni.
laws, of from 40% to 90% on some
of their. investments. They may
be well repaid, it. continued, by
an - investigation: of ' fax-exemp.
state and municipal bonds: Yield:

more- difficult. for them to main~
tain: their habitual. standazds. of
living. Those among them ,who
conduct independent businesses of
their own. have to face constantly.
rising working capital needs. The:
higher cost of doing business and'
of  personal living exercises on
them. ‘a- relentless pressure. Im
many cases, it.causes actual grad-
ual' liquidation of portfolios ac-
cumulated - during -the previous
‘periods ‘of large savings by all
those who need toreplenish the

‘towards, either war or peace. The |

on - such' investments . can: bring | treasuries of their' business: firms
them:as much net return as tax- or households. They go through
-able securities ‘yielding 8% 01 |an actual process of dissaving in-
more, G stead of investment. Caught in a
The recent large fortunes whick | squeeze between growing work-~
sprang up in the Southwest, ii iing capital needs and high taxes,
Texas,  Oklahoma, Colorado anc | their effective demand for stocks
‘Kansas were made possible’ by | goes down.- It cannot sustain for
certain  tax. advantages.. Most. o: -a.long period a rising trend of the
these fortunes have- oil 0r ranch- market, . i e b
ing as: their source. The large| ‘Undoubtedly, the Republican
depletion and: maintenance allow-|tax cut will . bring a certain
ances, permissible under the law.| amount of relief in this connec-
have contributed to them in' no|tion, particularly  its community
small measyre. . So' long’ as this  property feature. Not much of
situation lasts, not-much of this | this released: purchasing. power;
‘new. money is. likely. to' seek the| I think, is likely to-go into. the
ad_vu;es of customers’ men:  ANC. stock market, It will rather serve
this is perhaps also partly respon- tp prevent further dissaving, fur-
sible for the lack of market in- ther: living beyond:one’s: means,
terest on the part of that large It will also serve to bolster con-
class: of new: rich-~the' farmers' sumer: demand and' thus help. to
They' have. never® been market: extend: the: period: -of high'. cor~
-conscious. But -at present,. with. porate.earnings. But.I.doubt that
taxes in mind, they may feel thaf’ it will contribute much to. the-ef-
it is 'smarter: for: them to: buy & fective demand for-stocks.. A .sig-
'few: ‘additional® acres: rather- thar: nificant release of venture capital’
to invest in/ Sears, Roebuck -or flowing into the stock market, or
Deere, directly: into -industry, will have
It is not by the modest allevia- to wait for more drastic tax re-
tions of the recent tax law thal duction measures or for an im-
'this. basic shortage of: venture portant change in the present . fi-
capital will be suddenly replen- nancial background.
ished. Moreover, these tax re- - My friend' Gene Banks, over at
ductions: themselves are! far from: Brown Brothers Harriman & Co.,
secure, In the report submitted has reduced some of these factors
last week to President Trumar  to an index basis so that. their ef-
by his Council of Economic Ad- fect can  be studied. throughout
'visers, these reductions’ are al- several business cycles, His work
ready called ‘imprudent.” And’ the siggests that théese financial fac-
report states that Congress should tors tend to determine the average
be asked to impose new: taxes to: price-earnings ratios at any givens
compensate for added costs of the time, In other words, the current
preparedness: program which: are. low price earnings ratios may be:
not balanced by a reduction in caused primarily by the financial
‘government expenditures. In ad- squeeze rather than by the gen-
‘dition; the report recommends, as eral expectation of a business re-

‘an anti-inflationary measure, an

increase in the reserve require=-

credit, as well as restrictions on
the use of consumer credit. And
this  week already the Federal
Reserve Board: has again asked
Congress for .increased control
‘over bank reserves as a: means of:
backing up its policy of restricting
credit,

Depressing Effect of Inflation

Besides, high taxes. are not
alone responsible for the lack of.
risk capital available for invest-
ment in industrial .enterprises;
either directly- or through:  pur-
chases of equities, in. the stock.

do with it.. A mere desire to buy
stocks is not encugh. It must be
backed up by adequate purchas-
ing power.. The many demands on:
funds which are typical of an in-
flationary period may leave many
potential buyers with. . empty
hands. Only a constantly renewed.
demand  for  stocks. can create a:
rising price trend. Once the avail~
able funds are exhausted, the bid-
ding-up process. is. brought to: a:
halt, the trend ceases to advance,.

taking sets in. : :

The bulk of the effective de-
mand for stocks, which contrib-
utes to the trend building process:
in the course of an important up-
swing, comes mostly, I . think.
when during prosperous periods
a stream . of swelling earnings
flows into the hands ef the mil-
lions of active members. of the
population engaged in the various:
businesses - and professions. ‘- The
other ~reservoirs of = investible
funds are of a more static nature
and their effect. on the fluctua-

less. marked.. A period: of infla-
tion practically eliminates these
active bidders for stocks from the
market, It becomes increasingly

ments in order to hold down bank |

market, ' The. inflationary’ ‘trends
themselves have a great deal to:

and. then reverses itself as profit

tions of the stock price curve is.|

cession, as has ‘been so often sug-
gested. 3 A
To sum up, two facts seem -to
dominate the current business
scene and. the outlook for the
stock market. As long as the pres-
ent ‘and probably gradually in=-
creas.ng defense appropriations
remain short of large scale indus~
trial mobilization, calling for: ad-
ditional taxation and governmen~
tal controls, they will exercise a
stimulating effect on the economy:.
Corporate: earnings “will - remaini
at  a high level. : They will place:
a. floor: under- the prices of com~
mon stocks,” But the financial and:
credit background is such that it
will ‘minimize- the effective de-:
mand for stocks. - This-will put:a-
ceiling on stock  prices, The un~-
certainties of a mixed war-peace:
economy will dampen investment
confidence: Once'again the:mar~
ket:seems to  be destined to mowve:
for some: timeto come-within .a:
relatively: marrow -fange. . Until
some decisive event:forces us out:
of our present middle course be-
tween: war'and peace; the range’
of fluctuations of stock’ prices is:
unlikely' to depart, I' think, by
more than a few points on either
iide from the highs and lows of'
947, % : : !

A. D. Watts & Co.
Opens in N. Y. .

Alfred D. Watts is opening” of-
fices at’ 216 William Street; New
York City, to resume his invest-
ment business, Mr. Watts was for-
merly in’ business: under the ‘same
firm name, and more recently was
in.the Canadian Stock Department
of A. M. Kidder & Co.

L. C. Fisher Co. Opens

- SHEFFIELD, ALA. — L. C.
Fisher is engaging in the securi--
ties business from offices in the
Sheffield. Hotel Building, under

the firm name of L. C. Fisher Co.
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The Fear That Follows Uncertainty

: (Continued from page 3) g |
which the particular securities were held in portfolio to

have any bearing?

When a dealer spends considerable time and, in some

instances, confers benefits upon the company whose secur-

ities he holds, is he to consider that

which determines the amount

as part of the yardstick
of his selling price?

Why must a dealer at his peril translate the connbta.tiog
of the term “reasonable relatipnship to the market price
when the SEC refuses to define it?

Yet, this he must do if he is to continue his bqsiness,
and the uncertainties that have been foisted upon him are

the breeding ground of fear.

The securities industry in its present anemic state has
many insufferable burdens, and the Commission appears to
be an artist in further provoking it, as witness its failure to
treat confidentially the annual financial statements filed by
registered dealers and brokers pursuant to SEC require-

ments.

The Commission permits a financial magazine to bolster
its circulation campaign by openly boasting that it will
publish in detail all of these financial statements. .

There seems to be little limit to 'SEC daring when it
comes to the invasion of the right of privacy.

How much longer will this regulatory product of an
emergency continue to function? The emergency is long
over,  When will the securities industry again be restored
to its freedom and enabled to operate in an uncontrolled
economy? When will the State take its nose out of business,
excepting only the business of governing ‘the people in a

system of free enterprise, the
American way?

system that characterizes the

The longer we examine the work of the Commission
during the span of its 14-year existence, the more firmly

convinced we become that the
tion of the SEC.

public interest requires aboli-

If the members of the Congress had an opportunity to
carefully study the Commission’s reach for power, its exer-
cise of unauthorized legislative function, the "hardships that
it has. worked in the securities field, we are of the opinion
that Congressmen generally would feel that all budgetary

sums- which subsidizeé the' Co

waste of public.funds.

mmission constitute ‘an utter

Whal Government Expects

of Corporation

(Continued fro;n page 23)

idea of a central agency, that is
the size of form that would: be
required: to cover even the mini-
mum requirements of a group of
- gencies.. It seems to me that
under present conditions to pro-
pose that every company about
which any agency wants any data
should furnish all the data that
-any agency might want would be
2. grave imposition and a huge
burden to corporations generally,
It would necessarily. result in the
accumulation at great expense of
2 whole mass of unneeded mate-
rial,  On the other hand. to seek
. to have such a general form but
to permit or require omission of
parts: not wanted, ‘would result
in'a sort of jig-saw puzzle affair
that I, versonally, feel would be
more difficult and more uncertain
in operation than the present sys-:
tem. Even if the proposed agency:
were confined to the collection of
financial data instead of including
gl of the various sorts’ of eco-
romic data that are essential to

Reports

of data, the time consumed in
such an indirect process of as-
sembly, ‘and, most important, the
maintenance of a staff qualified
to deal 'with the technical and
special problems of a vast variety

‘of -data. 'If the agency did not

exercise an independent and in-
formed judgment but served as
no more than a forwarding of-
fice, it would look to me very
much like what is called “more
red tape.” And in,any event, I
rather think most of us would
prefer to deal directly with the
personnel of the agency which is
to use, or pass on, the data being
furnished. I do not believe, for
example, I would like to have to
discuss—or argue—tax questions
with or through such an inter-
mediate agency. Nor would I.like
to have registration statements
for ‘the  sale “of 'securities flow
through an intermediate central
agency. I am quite sure I would
prefer to discuss such problems
directly with the Bureau or the

government activity, the resultant| SEC

form would have to be measured
1n ounces, not sheets, and would
. lacrease- materially the  total
amount of -such
lected.
~ There remains a third nossibil-
ity, of course, The central agency
could request data from' corpora-
tions, or lists of cornorations as
reeded, and as specified by par-
ticular agencies, - As the official
and sole conduit forsuch requests,
it could screen and reject requests
rmade by the agencies as supply
data already in its files. The dif-
ficulties in such a procedure are
the expense of duplicate handling

data to be col-

" Then there are differences in
the law as to the responsibility
assumed by the reporting com-
pany, Consider. for example, the
quite different liability provisions
of just three laws: the tax law;
the Securities Acts; and the Fed-
eral Power Act. If but one filing
is to be made, it seems to me that
the highest level of liability would
have to be .applied to all of the
information filed rather than just
to the part needed under which-
ever law has in fact set up the
most rigid standards. Similarly,
if . there are varying degrees of

sible (and I am sure there are)
a  single “filing' would ‘have to
conform -to the highest level of
accuracy and the greatest amount
of detail applicable to, any of its
parts, Along these same lines is
the question of timing. Some data,
to be worth very much, has to be
obtained 'quickly, even if in 'a
fairly rough and condensed form.
For .other: data, time is not so
much: of the essence, In all of
these cases the idea of a single
filing with a single agency sim-
ply does not, as I see it, fill the
bill and would increase materially
the burden of reporting. Nor must
we forget the problem of public
disclosure of data. A good many
filing requirements are for the
purpose of providing publie. in-
formation; others,; and these prob-
ably. include most filed data, are
to secure data for the administra-
tive purposes of a single agency
and are kept confidential or, if
published, are put out only in
the form of overall or industry-
wide group figures. Here again
it seems' to me that safety calls
for an all public or all private
filing basis rather than a single
filing with the public or private
decision made in the agency,
probably by clerical assistants
who could scarcely be expected
to have the breadth of experience
and knowledge to distinguish the
two fields with unfailing accuracy.

It may interest you to know
that some years ago an experi-
mental overall form was worked
out to cover certain requirements
of a small group of agencies. It
was ‘intended that one of the
agencies request the data from a
sizable group of companies and
that each of the cooperating
agencies. would then take . from
the data that which it would
otherwise have had to request it-
self. 'By the time the minimum
requirements of each agency were
collated, the form had grown to,
some 30 closely " printed pages
calling for' all the usual financial
data and a mass of semi-financial
and related figures. Worst of all,
several of the agencies whose in-
formational requests were quite
detailed in specific areas indi-
cated that the receipt of such

‘| data from about one-fifth of the

proposed list of companies would-
be entirely sufficient for their
needs, After .presentation of the
idea and the form to a rather. dis-
tinguished ‘group ' of accountants,
controllers,” and ' other business-
men; it"'was '‘abandoned: as un-
workable and impracticable,

It may also interest you to
know, if you happen not to have
looked into the Securities Laws
and the rules issued under them,
that there now exist statutory
provisions whereby certain util-
ity companies required to file
with the Federal Power Commis-
sion are specifically permitted to

file copies of such reports in lieu

of those called for by the SEC
under the 1933 and 1934 Acts. To
the best of my knowledge, only
two companies have ever availed
themselves of that privilege,

I am personally very much in
favor of another approach to this
problem even though experience
has shown it to be a thankless and
difficult task. There is now in
existence ' a division of ‘the Bu-
reau of the Budget to which the
Federal Reports Act of, I believe,
1942 gave the job and the author-
ity to comb over the reporting
requirements of almost every
agency and to suggest or require
elimination of unused data, sim-
plification .of unduly complex re-
quirements, utilization . of = data
already obtained by other agen-
cies and so on. These, it seems
to me, are the essential functions
of the central agency proposed.
Its task is tremendous and ‘its
personnel - overworked, yet its
contribution to simplification, par~
ticularly in the field of preven-
tion of additional reporting bur-

dens, has been very large. You

may. have seen its: trade mark
“Approved by the Bureau of -the
Budget” in the corner of some

accuracy and detail now.permis- | of the forms you receive. ! For the

present, I am satisfied that this
attack on the problem: promises
more results than the grand revo-
lution which the single collecting
agency technique would necessi-
tate. ? -
To. narrow the problem still
further, one of  your members
asked me to discuss the question
of the “necessity: for separate re-
ports for new financing versus an-
nual reports submitted for the
past decade or more.,” = There is
none, so far as financial data goes;
except as there is a necessity for
reproducing the statements in a
form suitable for distribution to
investors. = Existing = Commission
rules permit a registration state-
ment for the sale of securities
under the Securities Act to incor-
porate statements 'already filed
with the Commission under tne
Exchange Act. And the Exchange i
Act rules permit the filing of |
copies of the stockholders’ report
in lieu of the financial statements
called for by Form 10-K. In
either case, of course, the state-
ments must cover the periods
called for by the applicable forms
and must substantially conform to
the requirements of Regulations
S-X. In practice, neither of these
permissive rules has been utilized
to any real degree. It appears, as
far as I can determine, that af-
fected companies have made a
business decision that a fresh or
different filing is desirable and !
preferable; moreover, from
strictly accounting viewpoint, re-
vision of previous statements may
often be essential in order to make |
a fair presentation in the light of |
subsequent knowledge, so as to!
“throw back” to the affected years
costs, losses, and income or rev-
enues whose existence or extent
became known only long after is-
suance of the original statements.

- It 'seems to me that evidence of

this kind touches the heart of the
matter—that the real difficulty is
the different purposes for which
information, financial or other-
wise, is obtained and is used.
Some of the material is obtained
specifically and primarily to en-
sure disclosure thereof to the pub-
lic at large, or a segment such as
investors, in the exact form in
which filed by the companies.
This includes most of the filings
with SEC—saving only the few
given confidential treatment, for
business -reasons, or in the recent
war, for reasons of the national
safety. In other cases, the in-
formation, while public, is pri-
marily to enable an. agency to
make the decisions required of it,
as in the case of filings with SEC
by utility-holding companies un-
der the Holding Company Act, by
railroads with the ICC, or by op-
erating  utility companies with
the FPC. Still other reports are
required for the purpose of pub-
lishing compilations of statistical
data for general use without dis-
closure of the position of any par-
ticular company—for example, the
Department of - Commerce, the
Federal Reserve Board or the Fed-
eral Trade Commission. Finally,
there are the reports whereby a
liability of the declarant is estab-
lished, as in the case of tax re-
turns. - Consideration of such va-
ried purposes and uses of data
leads ‘inevitably to the conclusion;
I think, that a single, ‘multi-pur-
pose would not be in the best in-
terest ‘of those who file the data,
of the agencies involved, or of the
public users of the information.

I do not want 1o leave the im-
pression that nothing can be done.
Federal reporting has grown: up
very much like Topsy—it just
grew and very haphazardly. There
are unnecessary duplications.
There are undoubtedly many in-
stances where two or more agen-
cies could get together and use a
single form, or exchange informa-
tion. There is a lot of data gotten
that is put to little or no use. And
it does seem at times that an ef-
fort has been made to make simnle
requests as complicated“and ab-
struse as possible; or torvary them
Just enough to require a separate

report and a separate compilation

of .the data.  But these are pre-
‘cisely the areas at which the Fed-
eral Reports Act is directed and in
which the Bureau of the Budget
is hard at work and is making
real progress. |
Where. data is filed primarily
for direct use by the public, the
collecting agency has 'a special
interest in maximum simplifica~
tion of its requirements and the

accumulation of only  necessary '

information.  Accordingly, much
effort. has been devoted within
the SEC toward devising simpli-
fied forms for filing purposes un-
der the 1933 and 1934 Acts. An
early step was the issuance of
single ' accounting ' regulations,
S-X, which deleted detailed ac-
counting requirements from most
of the forms and set them out in
a single regulation applicable to
all of the commonly used forms.
A second step was the adoption
of very liberal rules as to incor-,
poration by reference of exhibits
and financial data from one form
to another. A third step was the
permission to use a 'prospectus
under the 1933 Act as a basic fil-
ing document under the 1934 Act.
Finally, there was a determined
attempt to adopt, under the 1933
Act, a  registration form that
would be applicable to most fil-
ings—the effort extended over
some five years and finally. gave,
birth to the present Form S-1.
In this form as in the supplemen-.
tary S-series forms for special
kinds of issuers an attempt was
made to simplify by clarification
of items, elimination of burden-
some details and concentration on
major issues. Much remains to
be done in this direction both in
the drafting of requirements and
in their day to day administration,
as’T am sure we who have to use
the forms. will agree. i
This question of administering
the specific language of the re-
quirements has always been very
troublesome. No general language
can 'so precisely apply to any
particular situation as in all cases
to : cover. specifically the' basic
business --or' financial . questions:
that. the case presents. Of .neces-
sity, the language of.a form must
be -broad enough to.call for vital:
data in a variety of changing situ-
ations. It must. also: be - suffici--
ently precise to keep: the scope of
its- inquiry . within - reasonable
bounds. ~ As.a-result there is al-
ways an area of uncertainty as to
whether a particular fact or cir-
cumstance must be disclosed, es-
pecially when the question is
whether that fact is necessary to
prevent other data from being
misleading—and the furnishing of
such additional data:is a specific
statutory requirement. Its omission
brings into play some of the se-
vere liabilities imposed by the stat-
utes. Of course, an administrative
agency such as SEC has no right
or power to insist upon the use of
specific language. It must, how-
ever, review ‘whatever is sub-
mitted to it and if it feels it not
to be acceptable, its redress is the
issuance of a deficiency, followed,
if necessary, by hearings, stop-
orders, injunctions and whatever
other means of enforeement of its
views the governing statute makes
available, ’ ¢
On the other hand; the staff
members of many administrative’
agencies, such as SEC, if asked
whether this or that language, or’
this or that presentation will ‘be
such as to cause them to take,

lor not to take, further action; Wwill

ordinarily indicate their position.
As a practical matter,-the ex-~
igencies of time and the unpalat-
able ‘nature of the alternative

|course’of action frequently compel

acceptance by a registrant . of
language indicated by the -agency.
as acceptable, even though "the
company may have real misgiv~
ings as to its materiality, its de-+
sirability, or even its accuracy.

I think I have wandered pretty
far from the announced subject
—“What Governnient Expects of
Corporation Reports.” * I would
like. to return to it .now—but to
limit my answer to my own feel-
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ings .as:to financial statements
filed’ with ‘the . SEC. : Such reports

" can. reasonably be ‘expected to
meet  these tests: :

(1) Conformance to' sound ac-
counting principles—io what are
often 'called . 'generally. accepted
accounting _principles ' applicable
to the facts of the case. Of course,
disputes do arise in this area as
to  what " are - generally accepted
accounting principles; as:to which
are applicable under the facts of
the ‘case; andoccasionally ‘as to
whether a ' principle, admittedly
in wide use, produces an absurd.
result in the particular case; or
is ‘contrary to a pronouncement
of the Commission,” :~ "

(2) Compliance with the appli-
cable requirements’ of ‘the. Com-
mission as to the form and con-
tent of ‘the statements and as to
the furnishing. of specific: infor-
mation, -

(3) 'Disclosure of ' information
necessary to prevent the required
information from * being, as .a
whole, misleading or a half-truth.

(4) ' Consistency with . related
financial data otherwise published.

Statements meeting' these tests

would . comply" with  all require-
ments," but ‘they might not, even
so, be free from all objection.
There are still criteria:whereby
to distinguish the acceptable from
the excellent. . The difference be-
tween the two lies .well into the
field of artistry, and is not sus-
ceptible of hard and fast state-
ment, The principal tools avail-
able, however, are  well. known;
careful choice of language; pre-
sentation in a physical form that
discloses  rather: than buries; the
elimination of trivia in'the state-
ments and the footnotes (indeed
the drafting of adequate, informa-
tive and still readable footnotes
is.an art in itself); the 'avoidance
of unnecessary repetition and com-
plicating - criss-cross references;
and many more.

Fortunately, in addition to-all
the time that corporate officials
and  accountants are devoting to
the formulation and  clarification
of accounting !thinking, there is
abundant evidence that companies
and  their ‘accountants still  find
time to give earnest thought to
the best way of
end ‘product.

The Consumer Credit Structure

(Continued from page 19)

of the subject of consumer credit
will be had if these two broad divi-
sions are kept clearly in mind.
Historically, the legal background
out  of which these two groups
were ‘developed, and the proce-
dures used in connection with each,
are based upon -different legal
concepts. A recognition of these
differences will facilitate a better
understanding of the functioning
of each group. We shall point out
some "of these differences as we
go along.

The Term “Money Credit”

Money: credit,
noted, is credit extended in the
form of money loaned to a bor-
rower,. The money so borrowed
may be use for any purpose the
porrower wishes. - It may be used
to meet emergency expenditures,
for necessitous purposes such as
the liquidation of already existing
obligations, to purchase goods,
wares, merchandise or services, or
be put to any other purposes de-
sired by the borrower. Conse-
quently, the needs for and use of
mmoney.credit are many and varie
in form. !

Where money credit is extended
the lender makes an “interest”
charge which, by business prac-
tice and in contemplation of law,
is stated as a “percentage” of the
“principal” amount or sum loaned,
this percentage being applicable
to a specified period of time, The
usual and customary period of
time used in relation to this per-
centage statement is one year.

Interest charges are regulated
in all states by general statutes
governing usury. The authority to
so regulate is well embedded in
the English common law and has
become an-inseparable part of our
own statutory law in all jurisdic-
tions throughout the United States.
in many states, however, there are
special laws, permissive in form,
which pertain to interest charges
on designated types of loans and
which allow interest charges high-
er than those permitted by the
usury statutes. We shall note these
special statutes later.

The extension of money credit
fo. consumers may or may not be
accompanied by the giving of se-

~eurity for its repayment. Much
of this type of credit is extended
wupon a “character” basis and an
additional security is not required.
This is especially true of the so-
" called “small loans” or individual
personal loans made upon an in-
stalment repayment basis.

Money credit may be classified

for statistical or discussion pur-

" poses'in a number of ways, but a |

basis -commonly used ‘is ‘that of

as- previously |

the method of its liquidation, as
stated in the lending contract. The
Federal Reserve Board uses the
two following classifications:

(1) Instalment Loans—those re-
payable upon an instalment pay-
ment basis; and 4

(2)Single Payment Loans—thos
repayable at a single time and in
a single payment, commonly at
the end of a period not to exceed
90 days.

Institutions Extending Money
Credit ;

Money credit, whether in the
form of an instalment loan or.a
single payment loan, is extended
by a variety of financial institu-
tions. Principal among these are:

(1) Commercial banks

(2) Credit unions

(3) Industrial or “Morris Plan”
banking companies

(4) Industrial loan companies

(5) Small loan companies (some-
times called personal finance
companies)

In addition to these larger
groups, money credit is extended
by miscellaneous lenders such as
pawn brokers, remedial loan com-
panies, and individual lenders.

Commercial Banks

Commercial banks usually make
their instalment or single pay-
ment loans through what they call
their personal loan departments.
In the smaller banks such activi-
ties may not be segregated into
a special department, although
this is the case in almost all of
the larger banks, particularly
those located in the larger cities.
The extension of these so-called
personal loans by banks on any
sizable scale is a development of
recent years, Earlier, commercial
banks generally refused to make
this type of loan .and looked upon
it as unprofitable, risky, and as
being outside the expected func-
tions of a commercial bank. In
1929 probably . fewer - than 200
commercial banks operated con-
sumer loan departments with to-
tal loans not exceeding $45 mil-~
lion. Previous to that time this
number and- amount were -even
smaller. For this reason, and
others, other specialized types of
financial  institutions were de-
veloped to make such loans and to

serve . the economic demand for
such loans.

However, with the last decade
or. two, an increasing number of
banks have been making consumer

" |loans, - so that niow ‘a majority of
|commercial © banks  make some

form of personal loans.
. Tabulation of ‘data from insured

commercial’‘banks on ‘June 29,

‘presenting ' the.

1946, shows that  11,365. banks
then held instalment loan paper;
1.970 banks did not hold any of
this type of paper.

“About 75%. of the total amount
of ‘consumer credit held by .com-

900 of the 11,365 banks participat-
ing .in’ that field. More than' half
of -such credit is held by 192
banks." - Of. the' total consumer
credit ~held. by ‘'banks  on- the
above-noted date, 41% of this to-
tal was in the form of instalment
cash loans, 28% in retail automo-
bile paper, and 31% in retail
other than autos, including repair
and modernization loans.” A ma-
jority of the banks participating
in this field hold  only small
amounts of instalment loans, rep-
resenting in percentages from one

and discounts.

The Federal Reserve Board re-
ports -that as ‘of  Dec; 31, 1947,
commercial banks held $717 mil-
lion in personal instalment cash
loans and -$535 million in loans to
buy automobiles. In addition, these
banks held $487 million in repair
and - modernization loans,  $348
million in automobile retail paper
purchased from-dealers, and $512
million: -in loans:' and: paper  for

jother retail- purposes.

Credit Unions

Credit ‘unions are cooperative
forms of financial institutions or-
ganized usually among a group of
individuals having common in-
terests; such as the employees of
a single employer or a school or a
church group. Their purpose and
function is to take deposits from
and make loans to their members.

The management of the indi-
vidual credit union is under the
supervision of a Board of Direc-
tors, Committee, or other group
of officers who serve without pay.
The acts and activities, of these

{which the group is chartered. Of-

\fice space is usually furnished

without charge by an employer or
other . interested organization  or
person. The groups aré not subject

to Federal income taxes or other

forms of income taxation. These
facts account for the low overhead
costs these. institutions have as
compared with other financial or-
ganizations that operate without
these subsidies. Charges for loans
made to credit union members are

ing to them and vary in amount.

The first credit union law was
enacted in Massachusetts in 1909.
Today 44 states and the District
of Columbia have laws permitting
their organization and operation.
In addition, there is a Federal law
permitting organization under a
Federal charter in any state. As of
February 29, 1948, 5,280 credit
unions were operating under state
charters, and 3,907 groups were
operating under Federal charters,
a total of 9,187 units. According {o
the Federal Reserve Board reports,
these organizations had $269 mil-
lion in loans outstanding as of
Dec. 31; 1947.

Industrial Banking Companies

Industrial banking companies
and/or Morris Plan banking com-
panies likewise are a specialized
type of financial institution oper-
ating in most states under special
state statutes which supplement
the usual state banking laws and
usury statutes.' Because of varia-
tions in these state statutes; it is
difficult to describe with precision
all of the characteristics of the op-
erations of these companies. In
general, however, they are char-
acterized by two principal fea-
tures: :

‘(1) They specialize in instal-
ment loans secured either by the
signature of a co-maker or other

mercial : banks is- held 'by about;

to five per cent of their total loans |

governing groups. are subject to
general state or Federal supervi-
sion,depending upon the law under

governed by the statutes pertain-

rower, ' although ‘such 'loans. are
‘not confined to this classification,
altogether.. = *** =7 7 S

(2) They obtain at least a part
of their working funds from the
acceptance of deposits or the sale
of .investment certificates,

The' first ‘company of this type
was granted a general charter as
a Virginia: corporation about 1910.
At the present time some 31 states
have general statutory laws relat-
ing .to the organizaion and opera-
tion of this type of institution. In
a few states these companies op-
erate under regular banking char-
ters. Most industrial banking corn-
pany statutes, however, are of a
special nature and permit either
the acceptance of deposits under
prescribed rules or the sale of in-
vestment certificates or.both. .

Statutory limits as to the size
of the loans which may be made
by these organizations vary from
state to state. A common range'is
from. $1,000 to $2,000, with a few
states permitting a top of $5,000.
In some states the limit is stated
as a percentage of  the capital
structure of the organization: ' The
average size of all loans made by
these institutions is between $300
and $400, ‘the figure being ap-
proximately twice the 'size of ‘the
average loan made by small loan
companies.

According to recent estimates
there are approximately 425 in-
dustrial ‘banking and industrial
loanfirms (notincluding branches)
operating in the United States; 95

called “Morris Plan” and the re-
maining 320 firms fall under the
“industrial banking” or “industrial
loans” classification. Total loans
outstanding 'in the hands of “in-
| dustrial banking” organizations as

of Dec. 31, 1947, ar.nounted to $168 |

million,

Industrial Loan Cqmpapies
; Industrial loan: companies. op-
erate generally in the same fash-
ion" as the industrial ' banking
companies. . The  distinction and
classification between  these two.
types of organization are some-
what arbitrary and are based
largely. upon the fact that indus-
trial loan companies do not accept

secured in the same fashion as
are the funds of other non-bank-
ing financial -institutions, {

In the case of both industrial
banking companies and industrial
loan' ¢ompanies, loans  are made
upon an instalment repayment
basis and charges are based upon
the “discount” principle. These
discounts ‘are usually deducted
from the proceeds of the loan at
the time it is made. The statutes
governing . these institutions - as
well as industrial banking firms
ustially permit a “discount” rate
of from 6% to 12%, depending
upon the state law. In addition to
the discount charge, under certain
conditions, other charges such as
an investigator’s fee, delinquency
fees, and the like may be allowed
by the statute.

It is: difficult to  estimate the
number of “industrial loan” com-
panies as contrasted to “industrial
banking” companies. A total num-
ber of these combined groups has
been given under our discussion
of industrial ‘banking companies
above; Those in the industry esti-
mate that about 50% of this total

might be  classified as industrial
banking companies and 50% as
industrial loan companies. i

The Federal Reserve Board esti-
mates that loans outstanding held
by industrial loan companies at
ithe end of December, 1947, to-
{taled $134 million.

‘ - Small Loan Companies
Small loan companies are or-
Iganized and operate under special
permissive. and enabling. state
Istatu‘tes known generally as “small

{

collateral supplied by the bor-!loan” laws.” ~These laws permit|

of these " operate under the so-.

deposits ‘or sell certificates of in-
vestment. Their capital funds are

1
.these companies to make a higher
-rate .of interest charge for loans:
made than :is- permitted by ' the
general usury statutes of the state.
Some of these statutes follow the
so-called = Uniform . Small Loan
| Law. Others embody some of its
features: and vary therefrom in
some particulars. '.
Interest charges permitted un-
,der most of these small loan laws
are based generally upon ‘a “per
|cent" .per month - plan. ' These
|monthly rates vary from state
| to 'state, but the top rate per-
mitted in -any state’ is 3%%
per month. ‘Some state laws pré-
scribe a “split” rate with one rate
jfor the first $100 of the loan,
.another rate for the next bracket,
and still another rate for that part
-of the loan over a stated amount.
| Generally, small ‘loan laws
place ‘a limit of $300 upon the
amount which any one borrpwer
‘{may owe any one individual com~
pany:at any particular time. Some
_states place this limit at $500, and
a few even higher, Where the
amount of the indebtedness ex-
ceeds the stated limit, the statutes
provide that the rate of charge
- shall not be in excess of the gen-
eral usury statute for those sums -
«loaned in excess of the designated
: small loan limit.  During the last
. few years efforts have been made
in some states to have the $300
‘limit in the small loan laws raised.
Small loan statutes are’in effect
in more than 30 states. In:prac—
(tically all of these states the cori-
panies which operate. under the
statutes ‘are required to be Ii- .
censed and are under the general
legal supervision of a designated
state official ‘or board. Minimum
~capital requirements’ are ~pre-
|'scribed +in ' some states and’ in
others companies are required to
i procure “a certificate of conve-
;nience and necessity” before they
, can operate in the state. Generally
;the'se_ state. statutes require that
| companies operating under them
.make annual reports fo state au=-
. thorities and their operations are
‘subject to periodic’ inspection by
state officials, F iy
As of the end of 1947, approxi~
mately 5,500 individual business
units and branch offices were op~
erating. under state ~small loan
laws. « This group of -companies
had loans outstandingon that date
in the amount of $713 million.

FHA Loans

‘Many of the financial institu-
tions and organizations extending
money credit to consumers ior
consumption purposes also make
loans for the purpose of the repair
and modernization of real estate,
these loans to be insured under
Title I of the Federal Housing Aect.
By our definition these loans may
be ' considered  as.‘: ‘‘consumer
credit” since they are generally
payable ‘upon an instalment re-
payment basis, covering a period
of time limited up to 36 months.
These loans are not to be confused
with mortgage real estate loans
which run for a longer period.

‘Charges for loans insured under
FHA Title I are determined by the
lending institution and may be
any amount so determined, sub-
ject to the state usury statu{es; so
long as these charges do not ex-
ceed the top limit set by the Fed-
eral ' Housing = Administration . in
the rules governing such charges.
Such' charges include FHA insur-
ance costs, established by FHA
authorities, which at the present
time range from one-half to three~
fourths of 1% per annum,

The amount of FHA loans made
by an institution depends upon its
operating policy. Some organiza-
tions more or less specialize ‘in
this type of loan and the purchase
of this type of paper, while others
have only a nominal volume of
these loans. - The number of insti-
tutions participating to some de-
gree in this phase of lending to-
tals several thousands. Federal
Reserve Board figures indicate
that as of Dec. 31, 1947, these or-

(Continued on page 42)
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Tomorrow’s
Markets
Walter Whyte
Says—

By WALTER WHYTE

Possibility of sharp break not
. removed. Guard paper prof-
its by using familiar trading
technique, maintaining posi-
“tions at same fime.
* *
Last week I sounded off on
what was stock market news
and what to expect from it.
After reading it you probably
wondered what it was all
about. I warned you, however,
that it was going to be one of
those columns.
* %
This week’s news has to do
with airplane orders and Ital-
ian -elections. The first was
discounted weeks ago. The
second is still being weighed.
The “market doesn’t know
what to make of it so it is
doing nothing. By the time
you read this the election re-
turns will probably be in. At
this writing, however, they’re
still unknown.
‘ L "
Last week (and the week
hefore) I said that when there
are- two contrary indications
present in the market . the
chances are .one would cancel
the other and dullness would
result.. Of course that was:a
general statement. But in
every phase of. the market
cycle — dull to active — there
. are stocks that go off on a
tangent. So even if the mar-
ket itself may be dull, these
stocks can ‘be anything but,
and a' possible: collapse ‘must.
be guarded against.
CE I * % *
We have been long of ten
stocks for some time.: They’re
all in the black and that

#

£

’

%

makes them comfortable to|

hold. They will probably go
higher in the future, but I
don’t like paper profits to dis-
appear, whether in airplane
stocks or something else. ' Of
course there is no sure-fire
guarantee that all profits will
hold.  The use of 'stops in-
sures them partially. There'is
always a possibility, however,
that in an active declining

market, stops “may “become
double-edged. For once a stop
is broken, assuming it’s a writ-
ten order with ‘the broker; it
becomes a market order. Still
that is-a chance you have ‘to

take.

W

Anaconda, now about 372,
was bought at 32%2. Sell half
f it breaks 35. Buy back the
‘half at 322 or better.

Avco, now about 62, was
bought at'4%2. That’s a juicy
percentage profit even if it

|doesn’t mean too much in;

points. Stop should now be
raised to 5.

lehem. The old stop of 31 is
still good. Stock is now about
3515, You bought it at 31.

Caterpillar, bought at 55, is

is broken.

Consolidated Vultee; now
about 1534, was bought at 12.

There’s no change in Beth- |

now about 61, Sell half if 55 |,

(Continued from 'page-41)
ganizations had outstanding FHA
ansured repair and modernization
loans in the sum of $552 million.

Single Payment Loans

loans made are repayable-on an
unstalment basis, a. substantial
‘amount of money credit is extend-
ed upon an agreement to repay it
in a single payment, Most “single
payment” loans are: made by com-
mercial banks and pawnbrokers,
although "other financial institu-
tions do make such loans, -

The amount of single payment
loans outstanding at the .end of
1947 was estimated by the Federal
Reserve Board to be $2,697,000,000.

| 'Miscellaneous Lending ‘Groups

| 'The miscellaneous lending
groups previously referred to ‘in-
clude :all organizations.not -other-
wise included in the groups which
e have mentioned specifically.
In terms of volume of loans made,
these miscellaneous groups repre-
sent only a small percentage ‘of-
[the total of all loans made in the

i

i

icountry. The pawn broker group

Although the majority of money |

Half should be sold if 14 is is perhaps the largest single group

extended in connection with (1)

the sale of goods, wares, or mer-.

chandise, or (2) the performance
of some service. Usually the terms
and . conditions connected = with

|payment . are- informally - under-
stood and -are determined by-cus--

tom among merchants. Under. the
law of 'sales, there is an implied
promise on the ppart of the buyer
to pay in accordance with these
customs ' or methods of dealing.
Among city. merchants, practice
usually requires that the credit so
extended be liquidated by the
10th -of the month following the
month inwhich purchases are
made.. In rural ;areas -this time
may be longer and payment may
be - expected " or. required to. be
made - at certain seasons when
crops are sold. In actual prac-
tice, however, the average amount
of time taken to liquidate the
average charge account on: the
books' of the ayerage city mer-
chant is between 45 and 60 days.

When articies of merchandise
are bought on charge account, the
buyer gets ‘the ‘title to:the mer-
chandise immediately. His obliga-
tion to the seller is general .and
without specific reference to the
articles purchased, or security for

* The Consumer Credit Structure

tial sums of credit, such as auto-
mobiles, refrigerators,  stoves,
washing machines, or similar dux-
' able .goods, . These sales invelve,a
formal . agreement between the
seller and the buyer, based upon-a
definite undertaking whereby the
buyer -agrees to pay:the balanee
of the-agreed -purchase price in
instalments, -at. stated interwvals,
and over -a. period -of -time. . Such
contracts in legal form: ‘may be
either (1) a conditional sale -con-
tract, (2) ‘a sale coupled with :a
purchase money chattel mortgage,
or (3) a bailment’lease. £y
Under  a conditional sale.'con-
- tract, the buyer has possesien of
the “article - purchased, but the

sold until.the payment -of the pur-
chase price is:complete, at which
time the buyer, by terms of the
contract:and by operation of law,
gets absolute title, In: the icase
of a sale coupled with purchase
money chattel mortgage, through
the mortgage, the seller retains
security title until ‘the purchase
price is paid. - Under the bailment
lease, which is used only in Penn-
sylvania, the legal effect is some-
what the same as under a condi-
tional sale contract.

‘-seller -retains title to ‘the .article:

E: Pacific Coast
Securities

Orders Executed .on
Pacific Coast Exchanges .

Schwabacher & Co.

‘Members
New York Stock Ezchange
New York Curb Ezxzchange (Associate)
San Francisco Stock Exchange
Chicago Board of Trade
14 Wall Street ‘New York 5, N. ¥.
COrtlandt 7-4150  Teletype NY 1-928
Private 'Wires ‘lo ‘Principal Offices
" ‘San Francisco — Sania Barbara
- Menterey — Oakland ~— Sacramento
. ‘Fresno

; s 214, |in the miscellaneous class. The ac-
broken. Buy it back at 1 |tivities of pawn brokers are gov-
erned by local and state law, such
[ regulation being for the principal
purpose of preventing illicit traf+
fic in stolen property. . Rates. of
charge are also regulated by many-
state laws. Because of the risk
factors and .othef ‘procedures: in-
volved, the charges made for such
loans are relatively high.

Remedial loan companies: are

comparatively few in number and
operate principally in'large indus-
trial centers. Many of these com-
panies: had their origin previous
to the enactment of small loan
aws and their activities.are now.
comparatively unimportant./Indi-
vidual lenders operate ‘upon an
informal basis, and it is difficult
to have any accurate knowledge.
of the scope of their operations.
The volume of such loans, as a
percentage of the total amount of.
consumer credit, is probably very
small.

The TFederal - Reserve MBoard
estimate .of the total amount of
‘loans "outstanding as of Dec.; 31,
1947, in the ‘hands of miscellaneé-
ous lenders in the United ‘States,
-amounted to $120 million.

In addition to the above noted
classes  of " organizations . whose:
chief function is the extension of
money credit, there are' other
groups who extend such credit in
2 minor way while ‘engaged in
other types of financial activities.
There are no data available as to
the total volume of this credit,
but it is not large enough to have:
any particular significance to 'the
consumer credit field, 5

In the time at our disposal it
has mot been possible to give a
detailed and exhaustive descrip-
tion of the methods of operation
«of the wvarious: financial institu-
tions  extending money credit.
However, the- information given:
will serve to convey a general im-
oression of the nature and func-
dons of the principal classes of
such' institutions. :

- We turn now to a -description

of the methods of handling sale

credit.’ - y
Classes of Sale Credit

Sale credit may be classified in
2’ number of ways, depending
apon the purpose of such-classifi-
J.2ation. The more common .classes
ased in current literature are the
‘following:

(1) Charge account (or book)

credit: ;
(a) Merchandise credit
(b) Service .credit '
(2) Instalment sale credit:
““(a) Automobile
~. (b)) Other=: -« ..

We shall discuss these

the order named.

Charge Account Credit
.. Charge .account credit,..some-

came in at 52. Sell half if 58
is violated. Buy it back at 54.
Dresser; now. about 252,
bought at 22. Raise stop for
half to 23.

Lockheed, bought at 15, is

should be 18, with repurchase
at 15.

‘G. L. Martin, bought at 16,
now about 22. Sell half if 19
is broken. Buy it back at 16.

United Aircraft, bought at
24, now about 30. Sell half if
27 is braken; buy it back at 24.
or better. -

e #
More next Thursday.
—Walter Whyte

[The views expressed in. this
article .do mot mecessarily at any
time coincide with those of the
Chronicle. They are presented.as
those of the author only.]

Weeden & Co. Adds

(Special to. THE FINANCIAL CHRONICLE)

SAN FRANCISCO, CALIF.—:
Weeden & Co., 315 Montgomery
Street, have added Philip A. Zim-
merman to their staff.

'

With thn G. Perry & Co.

(Special ‘to THE FINANCIAL  CHRONICLE)
DENVER, COLO. — Frank W.
Check has become affiliated with

John' G. Perry & Co., Equitable
Building,

' Brok
Customers’ Brokers
‘Our firm, active in principal
security and commodity ‘mar-
kets, has desirable openings for
experienced customers’ brokers.
Telephone HAnover 2-6600- or
write for appointment.

Joseph Faroll & Co.

; MEMBERS
+ New York Stock Exchange
Commodity Exchange, Inc.
New York Curb Exchange (Assoc.)
Chicago Board.of Trade
:New York Produce Exchange
New' York Cocoa Exchange
New York Cotton Exchange

Direct ‘Private Wire to Chicago =
29 Broadway, New York 6; N.Y.-:

gitized for FRASER
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Douglas, now. about 65%2,!

now about 22. Stop for half

!

items in

. times called “book” credit, may be

the liquidation of such obligation. | Mest retail instalment sellers
The ‘essential elements upon have ‘two sale’ prices at which
which charge account credit is.ex~ | goods are offered—a “‘cash’ price

tended to the buyer are: (1) his
moral:character, (2) his capacity
to pay out of current income, and
(3) his accumulated financial re-
sources. These are sometimes re-
ferred to as the three C’s of credit
—character, capacity, capital.
Charge account - credit  is used
widely by retail stores, grocers,
general retail merchants, depart-
ment stores, and similar types of
retail .establishments. The number
of such establishments runs into
the thousands;

-In general, retail merchants
who extend charge account credit

carry such accounts on their books:
If these are carried-
for the wusual period, no charge, "

to maturity.

separately designated, . for this
credit 'service is made. The neces-
sary costs are included in the
original price of the goods sold.
If the merchant needs capital to
handle his accounts, he ‘will either

borrow: the amounts needed and-

pledge the accounts as security for
such borrowings, or will discount
these accounts with a commercial
bank, sales finance company, or
other. commercial finance .com-
pany specializing in handling ac-
counts receivable.

The Federal Reserve Board’s
estimates show that charge ac-
counts -outstanding in the United
States on Dec. 31, 1947, amounted

1o $3,598,000,000, the largest single

consumer: credit item.

Service Credit
Service credit may be variously

and a “time payment” price. ‘The

difference ' between *‘these two

prices is ‘known in:law as as‘‘time

price differential,” buf is common-

1y referred to by instalment buyers

as a ‘finance charge.”  In fixing

this “finance chargé” the retail

dealer must «consider two major

groups of -costs: (1) -additional

costs incurred for ‘bookkeeping,

collection, risk of loss, and other

such ; items . connected .with the-
“time sale” and (2) his “discount”

icost, should he later -sellor- dis-

i'count the instalment sale contract.

| . Most retail”dealers’ who sell 7a

large volume -of.consumer durable

goods find it inecessary to sell «or -
“discount” their instalment con-

tracts, or otherwise sécurefunds

to -carry .on their business. These

retail dealers must therefore "an-
ticipate the -amount .of ‘this “dis-

count and other costs; and 4n=

clude these 'sums in ‘their instal-

ment selling prices so that they

may, upon ‘selling the contract,

realize their mpet cash price for

the goods which they have sold.on

an instalment payment basis.

Sales Finance Companies

It is in conmection with the dis-
-counting -or -sale -of these dealer
instalment sales contracts that the
specialized .financial -organizations
known as sales finance companies
function and  render financial
| service to .both retail dealers and
i to instalment buyers.- The devel-
opment of sales finance compg-
jnies began in the United States

defined, but as the term is here ' around 1910, but their real growth
used it includes credit extended 'may be dated from the early 20,
in connection with the perform-  the period immediately-following
ance of services—professional or |World War 1. The peak, in terms

manual. Such credit is extended of
usually by .doctors, dentists, hos-

pitals and other such groups. In"

previous years this type of credit
has been extended upon the same
informal basis as has charge ac-
count credit for merchandise. In

recent years, however, there has,
| beena growing tendency to place

it ‘upon a smore formal basis in
cases ‘where the amounts involved
are substantial. - Frequently con-
tracts are signed by the recipients

their ‘number, was 7reached
about 1925; and, although the
volume - of ‘business ‘handled By
them has increased, the number
of such units has declined since
that peak. At present ‘there are
“about 500 such ‘companies in the
United States. There are pethaps
an -additional 2500 erganizations
that purchase small amounts of
paper, as a more or less miner
activity, ‘while ‘engaged in wether
‘types of financial :activities, -

of such services wherein it is| A substanial number ‘of com-
stipulated  that instalment pay- I mereial ‘banks, eéspecially in the
ments are to be made on the obli- larger towns and cities, also ‘pur-
gation at stated intervals, chase .dealer paper and serve ré-
- There are no detailed’ data as 1ail ‘dealers 'in..much "the same
to the number ' of professional fashion as do sales finance com-
-persons. or .organizations extend- Panies. This activity -on the mpart
ing service credit, but the Federal. Of these banks is a.recent-dewel-
Reserve Board estimates - show opment; Earlier banking organi-
'$921 ‘million of such’ credit .out- zations generallyrefused to handle
standing -on Dec. 31, 1947. | glz:;alment Papﬁf and ;looklgd with
M £ I avor upon the principle of in-
Instalment Sale Credit 'stalment selling. ".'Er;.ven tapow., maost
Instalment ‘sale credit is used S

inst ! - cred S ‘banks in the consumer credit field -
-principally. in connection with the have as ¢

sale of.articles involving:substan- ing -or “money .credit” operations

their chief activity, lend-
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" rather than.the purchase of instal-
ment ‘'sales paper.. o
."Sales finance companies-may be
classified as national, regional, or
Jdocal companies, The operations
of ‘national companies' cover:the
entire country; those of the re-
.- gional companies, a: given region
or area; and local companies usu-.
ally operate within a single state
qr :within .a county or counties
within a state.. These companies
may also be classified as indepen-
dent, factory-owned, or factory-
affiliated, depending.upon the re-
lation to a manufacturer. During
recent years the Federal Govern-
ment. has compelled the sever-!
ance of certain manufacturer-
sales - finance - company rela-
tions in the. automobile field as
being violative of the Anti-Trust
Laws. .
. Sales finance companies-com-
pete with each other for the priv-
ilege of buying retail instalment
contracts from dealers, and the
amount. of the ‘“discount” which
the .dealer must take on his con-
tract is determined by this com-
petition. This competition, how-
ever, does not determine directly
the amount. of = the - dealer’s
““finance charge,” although it may
save . some indirect effect upon
this charge.

Finance Companies and the
h . Instalment Buyer
' Two separate steps take place
before a relationship is established
between an instalment buyer and
a. sales finance company:
.:Step 1—The .creation of an in-
stalment sale ' contract between
the retail dealer and the instal-
ment buyer, and
. Step 2—The transfer -of the in-
stalment sale contract by the re-
tail dealer to the sales finance
conipany, by discount or sale. "
The sales finance company is
not a party to the instalment sale
contrast until the second step takes
place. Instalment buyers, gener-
ally, have not understood the na-
ture of this:three~party transac-
tion and hence do. not have, in
many instances; a clear picture of
the part the dealer and the sales
finance company . each. plays in
creating the relation with the in-
stalment buyer.

Sales

primary responsibility. for fixing
the “time price,” “finance charge,”
or other. similar charge — that
which the instalment buyer pays
—rests with the retail dealer sell-
ing the merchandise, and the deal-,
er is free to determine the amount
of this charge, subject to agree-
ment by the buyer. When a sales,
finance-company acquires a con-
tract it procures an instrument al-
teady completed, and any and all
rights acquired .thereunder, and
obligations imposed thereby, flow
from the contract which the sales
finance. company gets from . the
retail dealer.

Kinds of Instalment Sale Credit

For purposes of summary tab-
ulation the Federal Reserve Board
divides instalment sale credit into
.wo0 main groups: (1) automobile
.and (2) other. In normal times
automobile . instalment - credit
comprises - the = largest ~single
amount of instalment credit. How-
ever, during the war period it de-
clined to a very low point and has
not as yet returned to its prewar
percentage of the total. of: con-
sumer credit.

As of the end of 1947, automobile
instalment  credit outstanding in
the United States amounted to $1,-

-1 159,000,000 and - other instalment

sale credit outstanding totaled
$1,684,000,000. :

Comparative Importance of

; Groups

We want to conclude this dis-
cussion by noticing the compara-
tive importance of each of the
types of consumer credit we have
described. What percentage of the
total of all consumer credit is rep-
resented by the total for each of
the groups we have mentioned?
How does each fit into the overall
pattern ‘of disposable - income. -of
the Nation? Time Wwill not permit
an exhaustive review of these two
questions, but some general ob-~
servations will point out further
the  “structure” aspects of our
topic. ;

On the question of the percent-
age .of each group to the total of
all consumer credit, the following

comparative: summary for the

i.In contemplation of law, the

CLASSES OF CREDIT

years, 1929, 1941, 1943, 1946, and
.1947 will be helpful: :

Percentage of Total Consumer
Credit Qutstanding

At End of Year Shown

(Source—Federal Reserve Board)

Money Credit
1. Instalment: Loans
2. Single Payment Loans__

1929

27.9

1941 1943 1946 1947

22.0
16.2

23.8
22.3

248
20.2

85 21.5

223

1 °3.'Total Money Credit..._
Sale Credit
1. Charge Account
~. Merchandise
Service

364

22.9

38.2 43.8 46.1 45.0

30.0
8.6

26.9
6.9

28.1
12.9

17.8

7.8 5.2

30.7

2. Instalment Sales
Automobiles *

173
156

24.0 41.0 38.6 33.8

5.3
10.0

8.7
125

19.6 -
18.2

3.2
120

3. Total Sale Credit
_ Grand Total :

A number of ‘observations may
be ‘made from’this- summary, but
only' a. few will - be 'mentioned.
Note the following: 1 :
(1) In normal times sale credit
represents between 60% and 65%
of all consumer credit outstand-
ing, and money credit 35% -to
40%. At|the end of 1947, sales
credit represented 55% of the total
and money credit 45%:
«+(2) Immediately prior to, and
during, the war period instalment
loans as a percentage of the total,
did not fluctuate ‘as ‘widely as
some other forms of-credit.
+-(3) Instalment loans and single
payment loans have represented
approximately- the same: percent-
age of total consumer credit, over
a. period of time, although instal-

+329
" '63.6
100.0

ment loans show a larger :per-
" centage at the end of 1947.

s
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"37.8- 15.3 21.2

618 562 539 550
1000 1000 1000  100.0

(4)*During the war period and
since; :charge - accounts: for: ‘mer-
chandise have represented ' the
largest single percentage:-of -the
total. ;

(5) The percentage  repre-
sented by automobile (instalment
credit has been increasing since
the - low point in 1943; and: al-
though the 8.7% figure at the end
of 1947 is still far below the 19.6%
figure for 1941, the low was 3.2%
at the end of 1943.

(6) Instalment sale credit, au-
tomobile and other, represented
21.2%, the total at the end of 1947,
compared to 37.8% at the end of
1941.

Relation  to Disposable Income

Others-on the program will dis-
cuss the volume aspects of con-
sumer credit. However, we would

15.2

like ‘to-allude briefly to theé gen-
eral relationships between. the to-
tal. .amount of consumer  credit
handled by 'each of the groups
comprising ' the: consumer credit

CLASSES OF CREDIT

Money: Credit
1. Instalment Loans

2..Single Payment Loans--
3. Total -Money Credit--._
Sale Credit
1, Charge Accounts
-Merchandise
Service

2. Instalment Sales
Automobile

3. Total Sale Credit..
Percentage Total Credit is of
National Disposable Income**

billions.

It may be noted that .as of ‘the
end of 1947 total consumer credit
outstandings represented 7.63% of
|a disposable income amounting to
$175.3 ‘billions' for the year. The
' percentage for sale credit was
4.20% and for money credit 3.43%,
instalment sale credit represented
1.62% with less than half of this,
.or .66%, being represented by au-
tomobile. Other comparisons may
.be made by reference to the table,
but the data show plainly that the
volume of consumer: credit out-
standing has not returned to-its
prewar percentage of - disposable
income. . T

1929

Ty
336

2.12

2.84

1.59
145

3.04
5.92

9.25

*Figures preliminary—based upon .disposable income - of

structure and the national dispos-
able income. . The following sum-
mary affords comparisons for the
irgz;s 1929, 1941, 1943, 1946 and

Percentage Year-End Outstandings
Each Class Is of Disposable Income
For Years Shown

(Sources—Department of Commerce and

and Federal Reserve Board)
1941 1943 1946

.86

90.
176

1947+
189

1,54
3.43

9. 236

1.74
4.10

152
1.42
2.94

2.05
.53

2.58
.66

95

1.13
52

1.65

A3
© .48

.61
2.26

4,05

1.91
166

2.57

211
195
416
6.73

.10.75

1.92
54

246

T2

34
.64
.98
3.44

6.40.

1.62
4.20

1.63
$175.3

N,

#**Will not total because of rounding figures mbbod‘y of table.

Conclusion’ .

" These are the highlights of the
structure of ‘consumer: credit  in

the United States. From these it
is clear that consumer credit has
become an ' integral part. of -our
American way of life. An intelli-
gent understanding of it in the
classroom, . in" business, in the
home and on the street will be
beneficial to all. Millions of
Americans still  believe ' that
“credit used and ‘not abused is
capital that never fades away.”

Public Re

performance of this country dur-
ing' World War. II, but what has
happened since then. We have
come out of the wartime period
going full blast. A Gross national
product was $230 billion last year.
Domestic demand. for goods 1is
enormous and stores are crowded.
Our colleges .and ‘universities are
hard pressed to accommodate
eager applicants.

In 1947, gross private domestic
investments rose to an annual rate
of $28 billion—almost twice the
1929 rate.. Meanwhile, the nation
has —undertaken huge commitr
ments to help other people in the
world.

Democratic Capitalism, far from
needing either a physician or an
undertaker, is enjoying good ap-
petite and great ambition,

It is not uncommon these days
to ‘hear that the wealth of our
nation is due in‘large measure to
the fact that we fell into the
-cream pitcher so far as natural
resources ‘are concerned. - This is
not the key to our success, There
are many- parts of the world with
equal or greater natural resources,
The simple truth is that wealth

|is not found, but is made. Wealth

does not exist until men and
women come along ‘and use not
only. their hands but their heads
and their hearts to create'it. The
accomplishments of our country
are due to the great productive
power that was developed when
a whole nation of men and women
were given freedom of opportun-
ity under law.

The American people are proud

of pdst accomplishments. . But

‘they do not propose to rest there.

In their desire to get on to new
goals, they have thrown a chal-
lenge to American business and
industry that we cannot ignore.
This is another way of saying
that the freedom given to .free
enterprise in America—like the
freedom enjoyed by. any individ-
ual—has its price tag. “That price

tag is obligations to society as a

Spbﬁibility in BusineSs

(Continued from page 15)

whole, Our obligations must be
met continuously if we are not to
forfeit our freedom.

Business Responsibilities Not New
There is nothing new in the
jdea ' that businessmen have re-
sponsibilities as well as oppor-
tunities. I certainly do not want
to convey. the: impression that 1
think it is something new.

But the desires of people today
present us with a new type of re-
sponsibility—new "hard problems
that American industry must face.

No one can observe the events
of the past few years without a
realization - that the ' American
people have come to' expect a very
great deal indeed from business.
Having achieved a standard of
living which is the envy of people
everywhere, we look forward to
new goals—and I-am very much
impressed with growing evidence
that the American people look to
business  to take leadership  in
working toward these goals,

Public opinion polls show, for
example, that in periods of un-
employment. the : popularity . of
business takes a nose dive. B We
see the same :loss of confidence
in periods of widespread strikes.
During such periods the Amer-
ican people tend to"lose patience
with those of us who are in busi-
ness. In such times it is almost
futile to try to explain compli-
cated -economics, to: try to. get
people to understand that there
are forces beyond the power of
any business to ‘control. - To the
American people it is a problem
that must be solved. ' They look
to their leaders to get on with the
solution. And high among their
national leaders they rank men of
industry,

Bettef Understanding Between
Business -and People

A vitally important area of our

responsibility,. it seems to me, is

ness . and people—the kind of
dmproved eommunications that
lead toward better understanding.

I suppose that all of you are as
conscious as I am of the difficul~
ties to be overcome—difficulties,
that exist not only in business but
in government, in education, in
labor unions, in the professions,
or in agriculture. It is an easy
thing to say: “We will tell the
public what we are doing.” It is
a far more difficult thing to seize
the attention of people even for
a moment and get them to listen:
Who 'of us has not:said to him-
self: “If only I could get people
to understand my business and
see with me the many complex
factors in the situation, then I am
sure they would -agree K with my
course of action.” bty

This is a problem to which we

must give much time and effort.
Business has paid heavily for fail-
ures -in communication.- Because
| we have been either backward or
tignorant about ‘keeping in touch,
we businessmen stand indicted .on
many counts "in people’s eyes—
most unjustly, in my opinion, but
indicted nonetheless.
."A substantial minority of Amer-
icans think we get together in
smoke-filled rooms to rig markets
and fix prices. Many feel that we
hold back' improved products, or
that big business is almost syn-
onymous with exorbitant profits
and salaries.

‘In my company we keep as close
a‘tab as we can on what . people
think,. not only ' about Jersey
Standard but about business in
general. ‘And survey after . sur-
i vey turns up information such as
that I have just outlined. Qut of
Ithls welter of confused and mis-
-taken ideas one big need shines
| forth: the need for better under-
standing of the importance of.the
profit’ motive as the -spark-plug
of 'production, and of increased
outplit perman as the ‘only means
for achieving increased real wages
and a higher standard of living. -

In a way, the ineffectiveness of
our efforts at talking with people
is rather a paradox.  We have the
will. ' Moreover, there are a host.
of tools at hand to ‘do the job—
radio, ‘newspapers, ‘~magazines,
films. We cannot complain that
we lack the means.

Lacking of Skill in Public
Relations

What we appear to lack is the
skill. - Little by little; to be sure,
we are becoming more proficient;’
and it is my- hope ‘that we shall
be able to step up this proficiency
to a point where we will be able
consistently to'obtain the under-
standing of people, y

This matter of communication
is important not only from the
viewpoint = of self-interest, but
from that of the common good.
Business is a dynamic and crea-
tive force in our society.: It is
not something separate and apart
but is linked and interwoven with
our entire way of living." The de-
velopment of a continuing friction
between business and other seg-
ments of our society, therefore,
would be disastrous for all. It is
something that could be hoped for
only by those who would weaken
our: society. s

Better communications can pre-
vent the development of friction
and lessen any that already exists.
A primary responsibility of mod=
ern business, then; is.to report to
the public—to act in the open—
‘to 'live, as has'been said, in a
gold-fish bowl. S

Of course, skill in communica-
tions is not the end. There must
‘be something to communicate.

‘What are some of the problems
for whose solution the public looks
to business for responsible lead-
ership? :

A major current obligation is
that of supply. The reason for any
‘company’s existence is, of course,
.to meet. a human need.. It must
try to supply the kind of _goods
that people want, when and where
they renuire them. Today, largely

the pressing need to establish bet-
ter communications between busi-

(Continued on page 44)
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as a result of inability to replace
and expand equipment during the
war ‘years, it is not easy to sup-
ply people’s wants in some lines.

. Qil Supply and Business Gain
This creates a problem, and it
is up to business to do all it can
‘to solve it. ‘This means that man-
agements cannot always consider
. -economic - factors . alone when
making: decisions. Inorder to
meet a public need it may often
be necessary to undertake actions
which would normally be vetoed
from a narrow profit-and-loss
viewpoint.. In my own company,
for example—and I am sure there
are others which have done the
same—our funds available for re-
investment., are . being . used - pri-
marily for' facilities which will
increase supply. - We have re-
frained from:- undertaking some
ventures which promised far more
attractive returns but which would
not have increased the oil supply.
. In connection with supply re=
sponsibility, this audience may be
interested in our views on the oil
situation,  The industry has felt
the full force of the tremendous
up-surge in the national economy.

This year the American people |’

will use almost double  the oil
consumed ten years ago. Oil pro-
duction will be 17% more than
the output of the peak war year
—-1945. )

To help meet this sky-rocketing
demand we ' have, oa the one
hand, . stretched to absolute ca-
pacity every bit of equipment at
- our disposel. On' the other hand,

wages, the import-export balance,

and so on. -
Further, businessmen must take

into account their costs of doing

sonable profit if they are to keep
their concerns in existence, con-
tinuing' to supply ‘goods for con-
sumers  and * employment - for
workers.

To the full extent that they are
able, however, businessmen must
exert themselves to prevent run-
away prices. Several American
companies have taken. action of
this kind, and although they have
not been able to stop the tide, 1
believe that their. efforts have at
least had the effect of slowing it.
Ceriainly such conduct is testi-
mony to a- clear awareness of
public responsibility. . . oo

Disposition of Corporate Earnings
A third area in which people
look for actions that are condi-
tioned by a sense of public wel-
fare concerns  the .disposition of
corporate carnings. I mention this
particularly. because we are now
at the {ime of year when com-
panies are issuing their annual re-
ports, and  when the newspapers
are full of earnings statements.
The profits being reported by
American companies are. in many
instances, high in comparison with
those  of past periods. .In some
cases, they are at record. levels.
But these figures, - standing by
themselves, have little meaning,
They: must be considered in rela-
tion to the jobs which profits are
called ‘upon to perform.  These
jobs are related to such factors
ag growth in population, the num-

we have invested huge sums in a
program of expanding productive
capacity at a rate the greatest by
far in our history. Hundreds of
oil companies are doing the same,
As a result, we expect that the
industry can supply as much as
8% more gasoline this summer
than last. :Next winter the indus-
try should be able to supply all
existing heating oil customers and
‘new dwellings which will require
oil rather than some other fuel.
No prolonged local shortages or
breakdown  in . distribution . can
reascnably be  expected under
present conditions. There may be
minor, temporary and  localized
shortages. - Individual service sta-
~tions here and there may be out
of gas for short periods. Naturally,
if present conditions change rad-
ically—if ‘military needs increase
greatly or. if major strikes occur
,-—oil., like almost any other com-
modity under similar conditions,
might well be in short supply.

; The Price Problem
Another matter of concern to

the American people - today is|

prices.

.. The action which the manage=
‘ment-of a particular company
should take on prices is not al-
ways an easy and simple thing to
‘decide. There are, for example,
economists who will maintain that
it is irresponsible.for a company
1o reduce its prices when, because
of factors beyond . its control, - it
is already having to strain ‘to
meet demand. These economists
will point out that the price re-
duction will have a tendency te
expand demand, and thereby to
increase still further the strain
on'our productive system. I may
say -that in my own company we
were “aware of this ~argument.
;-Iowe\{er, we felt that an -increas-
ing oil supply would tend :to
abate upward pressure on price
and that, in the meanwhile, by
‘holding our prices even for a re-
Tatively short time, we could help
‘avoid price spirals. .

~ As I hardly need point out to
this audience, there are many fac-
tors affecting prices “which are
beyond the  control of business-
men.. These factors include gov-
ernment debt, taxes, prices in

.other ‘fields such as agriculture,

ber of people served, the volume
of goods required, and the ‘pur-
chasing value of money.

What is significant in. net earn-
ings,  in ‘'my opinion, is not so
much size but: what a company
does with them. It'is genera}ly
agreed that there is a pressing
need to enlarge the productive
machinery of this country in al-
most - all major lines.. This need
arises at a time when the cost of
constructing new plants and build-
ing new machinery is extremely
high as ‘a result of inflationary
forces throughout the world. In-
flation bears also ‘on the people
who rely on dividends from bus-
ness for all-or ipart of their in-
come. . These ‘people—who have
provided  the -tools for America’s
industiry by their investments—
are like all of us in that they feel
the ceclining value of the dollar.

Under such circumstances man-
agements must exercise great re-
sponsibility  when deciding what
proportion of net earnings to dis-
tribute ‘as dividends, and how
much  to reinvest in plants and
equipment. . :

Preventing Depressions

Still ‘another: problem: to which
the: American  people want busi-
ness leaders to- give attention . is
‘that of depressions in the business
cycle,

In this field again, as in that of
prices, business does not have sole
responsibility, - Gover nments,
farmers; labor-—the habits of con-
sumers and. the hopes and fears
of the general public—are all in~
volved, Nevertheless, businessmen
must ‘try ‘to minimize the: fluc-
tuations ' and | to reduce  their

{harmful effects. e

That eatails efforts to stabilize
empioyment, That may be diffi-

cannot find- ways of ' achieving
more stable’ employment, people
are likely to turn to government.
And whenever we turn to govern-
ment for help in solving our prob-
lems, we give up part of our free-
dom. !

No two -businesses are exactly
alike, and things that are possible
in one kind of industry may not
work in another. But in the man-

business and the earning of a rea~

cut, but if the men of industry.

-agement of my.company. we have!

given a great deal of thought to
the question of stable employ-
ment. ;

At the present moment, 90% of
the domestic employees of Stand-
ard Oil Company (New Jersey)-
and  affiliated companies - have
been continuously employed since
the day they were hired.

In the depression of the Thir~
ties, we: introduced a “staggered
work:- program” which enabled us
to keep a substantial majority of
our working force. steadily em-
ployed. By the careful planninz
of storage operations in slack sea-
sons, we have been able, in-com-
mon with the-oil industry in gen-
eral, - to level off seasonal peaks
~and: valleys: considerably.’

In Jersey Standard, employees
have been given the security of a
Retirement Program, and an op-
portunity to-accumulate savirgs
through a Thrift Program to which
the company has consistently been
the larger coniributor.” These are
means of reducing the effects of
such’ unemployment  as- may be
unavoidable.

Continuity of Employment

We feel that there is more yet
to be achieved in the direction of
continuity of employment, and we:
are now studying means for pro-
viding stable. employment under
almost  any reasonably conceiv-
able circumstances.

Of coursge, no . purely financial
arrangement reduces in the slight-
est the need for sound and cordial
human relations within a com-
pany. Also, I.should like to point
out that any plan for stabilized
employment, or any other  pro-
gram of . employee protec.ion;
must be based on hard-headed
praclicality .if it is to.contribute
to true security. The security built
by an individual for himself; and
even the security of a natio:a, de-
pend on the strength and resources
which each can command. ‘Simi-
larly, any plan looking toward
greater employee security -must
depend on the strength and re-
sources of the company., No such
plan is stronger than the concern
back of - it. ;

The desire for security is a deep
instinct, however, and the wish
for stable employment is a part
of it. . Since business has solved
so' many other tough problems; it
is 'no , doubt only mnatural for
people to look to business for help
in solving this one,

No discussion of the topic we
are considering tonight would be
complete without reference to the
responsibility - of the citizen—
whether individual or corporate—
to his country,. J ;

It goes without saying that
every company capable of pro-
ducing any sort of goods requirec
for national security must respond
fully “and promptly whenever
called: upon. ' America’s indus-
tries are Uncle Sam’s muscles
They have not failed him 'in ear-
lier emergencies and they will not
fail him if one arises again.

While willing to serve without
reservation 'in time of - conflict,
however, the corporate citizen,
like 'the individual, should hope
and work for peace. " "

Companies with foreign  opera-
tions: have a particular responsi-
bility . in this connection. - They
must. recognize that international
trade relations may involve po-
litical considerations of the high-
est order, and that policies gov-
erning such considerations are the
responsibility of our government
acting in the best interests of all
its citizens, 8

Companies should not: expect.
greater protection for their inter-
ests. abroad that is normally af-
forded by the U. S. Government
to any private citizen in overseas
trade, When doing business in
other countries, they should con~
duct' themselves.as good citizens
there. .
- I have now spoken of a numker
of specific matters.-I have. pointed:

out. that business is expected to
show a sense of public responsi-
bility when it . takes' actions af-
fecting supply, prices, profits,
business fluctuations or interna-
tional . trade. ' This list. is, of
course, not complete, There are
many - other problems on. which
the public expects responsible

action by business—action that |

will help the people at large to
find solutions.

But I have talked of these par-
ticular problems because they are
current. They are things which

problems may be different. But
the need for communication, the
responsibility. for-keeping people’

informed, ‘will remain...-Business. ...

must have the support of the pub-
lic, and ‘that support can  be
achieved only through continuous,
effective -communication of the
facts, -

" The function of communication
assumes larger and larger propor-
tions in business management. ‘' To
the extent that ‘executives  suc-
ceed in it, they will contribute to
the unity "and ‘hence’ to: the

are. at present in the spotlight.
Next month or next year, the

strength - of “our society. " I am
confident they will not fail. - .

Observations
(Continued from page 5) -* i -

The Council concludas both that compléte regimentation should
be avoided, and that controls should be- exercised in only certain
‘areas;. But'this end seemis' quite impossible to accomplish, At just
what degrec of sweet- reasonableness:to compromise.in ‘the overall
movemant, or at what areas to limit the encroachment of regimenta-
idon, is impossible to determine, either initially or permanently.
Cen there be rsincere doubt, both on the premise of logic as well ‘as
experience throughout: the world. that the initiation of any controls,
no matter how innocuious; must set in motion a chain-reaction of regi-
mentation of the entire economy and involuntary self-enslavement?
The attempt to select the controlled areas initiaily’ can only accen-
tuate' the harm, by fostering 2 false sense of security. Tt must be
realized that the main cause of the British' Labor Government’s po-
litical troubles is in having made all kinds of promises which turned

out impossibﬁ‘e to live up to. :

Many parts of Mr, Truman’s above-mentioned address themselves
really demonstrate the difficulties of the planning which he advocates.
He pictures the economy as being in great danger, omitting the qual-
ifications: cited by his¢ “brains trust,” and without indicating when
during the rest of the twentieth century the economy  will not be
in danger from either inflation or deflation. ¢ i B

The President expresses worry over the present under-supply
of laboz, Ts it conceivable that he and the other planners will ever
cease to be. concerned over either a shortage of labor or their
traditional quest for “full employment”? 3 i

As the “outstanding” example of allegedly unwise and unneces=
sary price increases, he cites the adjustment in the steel industry,
about which.cause ceiebre three of the Administration’s own agencies
reported with an equal number of varying conclusions.’ :

The President and the Advisers excoriate the newly-enacted tax
reduction and ‘the removal of consumer: credit controls bhecause of
their stimulation to infilationary consumer spending. ‘But how can
the nublic ragard these pronouncements as objective and - sincere
in the face of the Pres.dent’s own proposals to remit $40-plus per
taxpayer and for an ever-higher minimum wage? Does interpre~
tation of the economic facts of life merely depend on whose ox is
being gored? :

The Real Reot of Inflation

"The President and the Advisers plead for the recessity of direct
price controls for putting the lid on inflation. But the President says
not a word, and: the Council includes a mere nine-word sentence,
about the root causes of the trouble; namely, his Administration’s
fiscal volicies. Certainly the government’s persistence in pumping
into the economy ore dollars than the supply of goods and services
can absorb—via easy mortgage credit, housing subsidies and - the
retention of $21 billion in its agencies and corporations—should at
least be token into account by the planners.

The testimony of Mr, Eccles, quite characteristically of plan=
ners’. chaos, only compiicates further the picture painted by the
Administration. The former Reserve Board Chairman, now seem-
ingly “quasi-discredited” by the President, proposes that the in-
flationary effect of the government’s dollar expenditures can  be
neutralized ‘by isclating them in' the, banking sysiem.' But even if
this were practicable, under any conditions, it would necessitate a
halt in the continued expansion of dollars. And in saddling the
banking system with responsibility for anti-inilation, the other side
of the planning-medal here is that a cutting-off of bank-lending
for our badly-needed plant' enlargement and capital equipment,
would limit production and thus act as a highly inflationary element.

Again. characteristically, Mr, Eccles’ doctrines are  inconsistent
ant only with Mr. Truman’s, but even with the New York Reserve
Bank of his own System.. In its ‘annual report’ (cf. this issue
of “Chronicle,”. p. 20). this branch of the System clearly recog-
nizes the need for production in lieu of superficial ;controls of
symptons, calling attention to the dire consequences of repressed
inflation in Europe. g !

Thus, even before our planning here has fairly gotten under
way, we see the portents of inevitable hopeless' confusion on
the Eurovean pattern. g

i

Joins Thomson

& McKinnon
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MIAMI, FLA.—Fred C. Wight ig

with ; Thomson : -& = McKinnon,

Shoreland Arcade Building:

Ha!sey, Stuart Gi'oup »
Offers Pa. RR. Equips.

Halscy, Stuart & Co. 'Inc. and
associates today - are  offering
$9.600,000 Pennsylvania RR. 22 %
equipment trust certificates, series
T. due annually $640,000 on each
May 1, 1949 to 1963, inclusive. The
certificates to be issued under the
Philadelphia plan, are offered at
prices to yield from: 1.45% to
2.75% aceording to maturity. The
sale of the certificates’ js subject
to authorization by the Interstate
Commerce.Commission, . . ..

With Gordon Graves & Co.

(Special to-THE FINANCIAL CHRONICLE)

MIAMI, FLA—Harold C. Arm-
strbng“js with Gordon Graves &
Co., Shoreland Arcad
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Indications of Current Business Activity
The following statistical tabulations cover production and other figures for the latest week or month available (dates
shown in first column are elther for the ‘week or month ended on that date, or, in cases of quotations, are as of that date) :

EMERICAN IRON AND STEEL INSTITUTE:
“~ Indicated steel operations (percent of capacity)
Equivalent to—
Bteel mgots nnd castlngs prnduced (net tons)

* AMERICAN PETROLEUM l\STlTUTE.

Crude oil output--daily average (bbls. of 42 gallons each)
Crude runs to stills—dafly average. (bbls,)

Gasoline output- (bbls.)
~ Kerosine output’ (bbls.).

! Gas ofl and distillate fuel- oil outp\xt (bbls | IR L S o ol Apr:
Apr.

.. Residual fuel oil output :(bbls.)
8tocks at refineries, at bulk terminals,An transit and in pipe lmes—-
‘ Finished -and unfinished .gasoline (bbl.ﬂ at
Kerosine (bbls.) at______.
Gas oil and distillate fuel oil . (bbls:) at._.
Residual fuel of} .(bbls.) .at. 1

&SSOCIATION OF AMERICAN mi_l,m')mis:
Revenue freight loaded: ( ber of cars)
Revenue freight rec’d from connections (number of.cars)

: i 5. # : : d
“ CIVIL ENGINEERING CONSTRUCTION,  ENGINEERING NEWS-
# . RECORD: Nz : 1
.Total U. 8.:construction
Private construction
Public construction 3
‘State’ and municipal
+. Federal

_Apr.

Ap:.

COAL OifTPUT (U. 8, BUREAU OF MINES):
Bituminous coal and lignite (tons)
Pennsylvania anthracite : (tons)..
Beehive' coke (tons)

DEPARTMENT STORE SALES INDEX-—FEDERAL RESERVE SYS-'
* 7 TEM~—1935-39 AVERAGE=100

EDISON ELECTRIC INSTITUTE:
Electric output (in 000 kwh.)

FAILURES (COMMERCIAL AND INDUSTRIAL)~-DUN & BRAD-
. STREET, INC.

-JRON AGE COMPOSITE PRICES:
Finished steel (per 1b.)
Pig iron (per gross ton)
Scrap steel (per gross ton)

METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper—
Domestic refinery at.
Ezxport refinery at ;
Straits tin ' (New York) af
Lead (New York) at
Lead (St. Louis) at
Zinc. (East St. Louis) at.

FEOO0DY’S BOND: PRICES DAILY AVERAGFS:
U. 8. Govt. Bonds
Average corporate
Aaa.r.
Aa
& f
Baa.
Ralflroad - Group
Public Utilities Group.
Industrials, Group

¥OODY’S BOND YIELD DAILY AVERAGES:
U. 8. Govt. Bonds.
Average corporate
“Aaa.
“Aa.
A
Baa.__.
“"Railroad Group
Public Utilities Group.
‘Industrials Group.

Apr,
Apr.

Apr.
—.Apr.

Apr.
Apr.
Apr,

"$00DY’S COMMODITY INDEX Apr.

“NATIONAL FERT]LIZER ASSOClATlON—WHOLESALE COMMOD-
“ITY INDEX ‘BY GROUP&—ID% 3ﬂ=]00., J
Foods
Fats and oils_
Farm products
Cotton
Grains
.. Livestock._:
Fup)g 3
‘. Miscellaneous Mmmnf‘lHN
- Textiles 7
Metals.
Building materials
Chemicals: and drugs.
Fertilizer. materials
Fertilizers.
Farm machinery._..
A]l groups t‘ﬂmhlnl‘{]

Apr.
Apr,
A Apr,
Apr.

——

NATIONAL PAPERBOARD ASSOCIATION.
Orders received (tom;)
Production ({ons).
Percentage -of activity
Unfilled orders (tons). at.

Apr.
Apr,

OIL, “PAINT 'AND DRUG REPORTER PRICE INDEX-—1926-36
" AVERAGE==100

SVHOLESALE PRICES—U. §. DEPT. OF LABOR~1426-
All commodities
Farm -products
Foods.
. Hides and leather pxoduct<
Textile products
- Fuel and: lighting matermls
:"Metal and metal products
Building matérials__
Chemicals and allied products.
Housefurnishings goods.
Miscellaneous commodities.

l()()

Special groups—
Raw materials___. :
Semi-manufactured articles
Manufactured products.
All commadities other than farm products
All commodaities other than farm products and foods..
*Revised figure,

Apr.
Sl ADYS
; Apr.

Apr,
Apr.
Apr,

Apr.
Apr.
Apr.

Apr.
Apr,
Apr,

Apr,.

Latest:.
Week

80.0
1,442,000

5,377,400
5,568,000
16,569,000
2,472,000
* 7,419,000
9,168,000

" 111,589,060

11,438,000

33,121,000 '
49,226,000 |

683,852

586,289

$144,579,000 !

89,036,000
55,493,000

42,944,000,
12,549,000

2,325,000
850,000
8,600

298 -

£,086,626

101

13.23940¢
$40.11
$40.33

21.200c
21.650c
94.000¢c
17.500¢
17.200¢
12.000¢

PNOWWNNLN
COWBOOOID
AR QIR D O

163,880
193,572

103
434,430 |

1465

160.6

- Previous
Week

1.3

71,285,200

5,388,700
+ 5,475,000

| 215,735,000

2,484,000
7,586,000
9,084,000

' #113,261,000

*10,930,000
32,180,000
417,959,000

661,807
593,504

- $93,800,000
24,951,000
68,849,000

54,965,060

13,884,000

42,090,000
856,000
29,900

2280

5,032,879

3.23940¢
$40.11
$40.256

21.200¢
21.126¢
94.000¢
117.590¢
~17.300¢
12.000¢

NN W W LI 8
DLW RO
QA IR 3T

S
-
w
bS

233,919
186,481
‘98

464,633

146.2

Month
Ago
95.7

1,725,000

5,264,850
* 5,407,000
15,608,000
2,547,000
7,754,000

- 9,292,000 *

111,918,000 -
9,677,000

32,108,000
48,546,000

797,033
711433

$90,318,000
32,729,000
57,589,000
38,877,000
18,712,000

13,314,000
1,214,000

122,700

279

5,145,430 -

106

2.23940¢
'$40,29
$39.75

21.200¢
21.675¢
94.000¢

15.000¢
14.800¢: "
12.,000¢ 7

100.80
111.07
116,41
114.66
110,562
103.47
105.69
112.75
115.2¢

0O 1 0 00 b
DD B P NI G

S
S
3
-

188,104

188, 537
. 481 '7.)7

145.9

Year
Ago
95.0

1,662,400

4,912,950
4,637,000

14,130,000 | ..

¢ 8,185,000

104,521,000
9,492,000
30,627,000
42,753,000

757,839
626,133

$110,091,000
68,872,000
41,219,000
8,846,000
12,373,000

7,172,000
975,000

63,800 |

265
4,660,320
68

2.86354¢
$33.15
$34.75

21.225¢
22.750¢
80.07°0c
15.000¢
~414.800¢
“ 10,500¢

104,48
117.40
122,50
12043
116.80
110.15
112.37
118.80
121.04

139,487
165,902

“ 96
569,809
151.2

148.1
180.1
163.0
173.8
139.6
104.0
140.3

BANKERS ' DOLLAR "ACCEPTANCES OUT-
bTANDlNG — FED. RESERVE BANK OF
” NEW Y.ORK — As of March 31— *
Impmts
Exports ..
Domestic : shipments
“ Domestic ' warehouss
Dollar. exchange __
Based on goods stor
foreign countries

credits.

Total

BUSINESS FAILURES—DUN & BRADSTRE[IT
- = INC.—Month of March:
Manufacturing number
Wholesale number
Retail number __
Construction .number
Commercial " service - number....

Total number
Manufacturing liabilities
Wholesale ; liabilities
Retail -liabilities’
Construction .Jiabilities —__-
Commercial service liabilities_.....

Total liabilities

ERAL. RESERVE BANK OF NEW YORK-—
As of -March - 31 ccmeriracion e el mapedin

COTTON SEED — DEPT. OF COMMERCE—
Received at mills (tons) ‘Aug. 1 to Mar, 31
-Crushed (tons) Aug. 1 to Mar. 31..
SLocks (tons) Mar,

COTTON SEED PRODUCTS—DEPT OoF CO“-
MERCE-—-
Crude Oil—
Stocks (pounds) Mar. 31
Produced (pounds) Aug. 1 to-Mar,
Shipped (pounds) Aug. 1 to Mar. 31
Refined Oil—
Stocks (pounds) Mar. 31. _______________
Produced (pounds). Aug. 1 to Mar. 31“-_
Cake and Meal—
Stocks (tons) Mar,
Produced (tons) Aug. 1 to Mar.
Shipped- (tons) Aug. 1 to Mar, 31..
Hulls—
Stocks (tons) Mar. 31..
Produced (tons) Aug. 1 -to Mar. 31.
Shipped (tons) Aug. 1 to Mar.
Linters—running bales—
Stocks ‘Mar.
Prcduced Aug. -1 to Mar. 31.
' Shipped Aug. 1 to Mar. 31.-
*/Full Fiber (500-1b~bales )~
Stocks Mar, 31.
Produced Aug. 1 to Mar. 31__
.- Shipped Aug.- 1 to Mar: 31...
Motes, grabbots; etc; (500-1b. bales)—
Stocks Mar. 31
Produced ‘Aug. 1 to Mar. 31
Shipped Aug, 1 to Mar, 31...

INDEX = 1935-39==100

AS OF APRIL 1:
Composite ' index
Piece- goods
Men’s apparel .
Women's apparel ..
Infants’ and children’s. wear
Home' furnishings .. .. __....
Piece goods—

Silks

(COPYRIGHTED)

Cotton wath goods.

Domestics—

Sheets . _
Blankets and comfortables

Women’s apparel—

Hosiery ..

“ Aprons and housedresses....
Corsets and brassieres..
Furs
Underwear

.-~ Bhoes B

‘Men’s apparel—
Hoslery "...l:
"Underwear
Shirts and: neckweaL
Hats ‘and ‘cap:

Clothing, mcludlng uvelalls_n_._

©Shoes ' .

Infants’ and children's wear-—
Socks
Underwear
BShoes

Furniture

. Floor covcrlngs

NEW YORK STOCK EXCHANGE—
As of ‘Mar. 31 (000's omitted):

Member 1irms carrying margin accounts—
Total of customers' net debit bnlnnces--<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>