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Our Dismal
Outlook

By VIRGIL JORDAN *

/ President, National Industrial
2 Conference Board .-

Business Economist asserts both
.American mind. and economy
have been ruined by govern-
mentalization and internationali-
“zation. Regrets we lost chance .
.to use bomb. - Says present in-
flation is a political instrument
of, by, and for government.

-If there is a touch of pathos or
xrony in the title of these com-
: ments it is be-

- cause I feel it
“is time to
consider what
is':happening

. +in- this coun-
try, to our
own chances
of freedom,

. welfare, and

safety . for the|

~ future, 'while
we ‘are carry-
ing forward
the colossal
crusade which
has engaged
us for the past
30 years, to

; D‘!“ \"h’xil ) Jordan

By CLAUDE L. BENNER*
V:ce-Presndent Contmental American Life. Insurance Co.

Insurance executive believes mﬂahonary factors are bemg exagger-
ated by forecasters, and produchon increases and running-out of
capital expenditures will cause major recession after 1949. - To
bank managers he recommends: (1) bond accounts confined to

.short-term governments; (2) great conservatism in inventory and

other commercial lending; and’ (3) regarding real estate loans:
msnstence that current valuations - be - discounted ' or else carry
: . government guaranty,

- If .one were to take a poll. of the economic forecasters today he
would find them divided into two‘groups.

|Bank M_anagement in
The Coming Depression|

One -group. would insist

that the danger facing the country is rising pnces .and further

inflation,
- prices going®
much  higher
and that the

‘country-is|.

.slowly run-

ning out . of

a' boom," In

- other” words,

we: find them

divided today

just about

. where they

have been di-

vided for the

last . several

years. One

; » group: crying
'claude L. Benner the dangers of

The other would 1n51st that there .is little danger of

lncreased Spending Can Hasten

War With Russia -

‘By HARLEY L, LUTZ
Professor ‘Emeritus’ of Public’ Finance, Princeton’ University

Asserting outlook for further relief from taxation and inflation is
. not good and a tidal wave of spending is impending, Dr.’ Lutz sees
no ground for heavy war preparations and holds Russian time

schedule does not call for impending war.

Urges reducing exist- .

ing tax load as means of developing our industrial strength and |
 power and points to need of large capltal investment over next few |

years.

‘Contends there are many points in Federal Budget in wlnch_

spendmg can be reduced.

4 The outlook for- further relief from destructive taxation and in-
flation is not good. . The President’s budget for the fiscal year 1949,
issued ‘last; January, ‘called for an increase of $2.5 billion over the
spendmg estimated for fiscal year 1948, This reversal of the down-

EDITORIAL

As We See It

Confusion Steadily Worse Confounded

It was:perhaps inevitable that an election year in the
circumstances now' existing should be crowded with confu-
sion ‘which appears.to be growing more confqunded as the
days.go by. At any rate, this seems to be what is happening
.on almbost all sides." Apparently about the best that can be
hoped for is that -not'too much will be done on any of the
programs of action being brought forward until after’ the

*| spending

wardtrend
set the pitch,
and all of the
in-
terests have .1
- joined in the
tune. We are

‘| told the total

expendi-:
tures. in the-
fiscal year

billion," j
that there is
reason to fear "
a - budget’ of "
$50 billion in

pressure for popular issues and popular favor is less acutely
felt by the politicians, and, of course, that public opinion,
so-called, will not so defmtely crystallize in unhappy lines
that post-electlon action of a harmful nature turns out to
be unavoidable.

Inconsistencies, self-contradictions, and ‘wholly in-
compatible proposals, flot infrequently originating with
one and the same individual, or 'with one and the same
group of individuals, are to be seen on all sides. The
resulting confusion is so dense that difficulty is found
in sufficiently “unscrambling” the melange to render

“inherent absurdities easily discernible. Take that “burn-
ing issue” of a few short months ago — inflation. It is
(Continued on page 28°)

inflation. . and
the other, the evils of deflation.

It is interesting. to note in this
connection that the government’s
economists are now on the side
of those who fear inflation,  You
will recall they were the ones at
the close ‘of the war who were
viewing with alarm the perils of
deflation and confidently predict-
ing that 8 million men would be
unemployed six months after the

(Continued on page 26)

~.save the world from: ‘and -for
something we don’t clearly ‘un-
derstand,

Fifteen years ago we used ‘to
hear a good deal, and much that
wasn’t true, about “the forgotten

* man.” He was the fellow the gov-
ernment was going to remember

(Continued on page 42)

the year: Wt

1 1950. Obkusly, at “any -such
levels, it will be necessary to in=-
crease taxes somewhere and some=
how. The tax 'reduction .pro-
vided by the Revenue Act of 1948
will shrink Federal receipts to the
neighborhood of $43 . billion, even
under the most optimistic esti-
mates of tax yield. The continued
siphoning off, through taxation, of

*A ; - ’ )
n address by Mr. Jordan be (Continued on'page 30)

fore Association of Casualty and
Surety . Comparies, - New York
City, May 11, 1948, 3

*An address by Mr, Benner de-
livered before the Indiana Bank-
ers Association, Indlanapohs, Ind.,
May 12, 1948.
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How to Revive O

The need for an abundance- of
risk capital i the coming several
years: goes .undisputed, Business
management faces one
important. . ...
problems . . idep

soundly - fi-
nancing
new money
requirements,
There are‘un-
necessary ob-
structions in
the path of
the flow and
function . of
risk capital

- that  must- be

removed if, in
the “ years to
come, we -are
to avoid  gov-

ernmental in- b
terference .in the conduct of
business, I.refer to the double
taxation of ‘dividends; the treat-,
ment of capital gains, and the dis-

criminatory- margin requirements

of 400%.

I wish to open my brief remarks
with 'a blunt ' statement of fact
which: I shall then endeavor ‘to
support, The life insurance com-
panies are making loans today
| which, ' in my judgment, belong
|in the commercial banking system,
while - the ‘commercial , banks, I

its

| think, are advancing credit where
| the funds should - be -obtained " in

~ Allen B. DuMont
| Laboratories |
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the equity markets—and  both
thesé conditions have been forced
upon these lending .agencies be-
cause ;the capital markets have
not been in'a position to provide
the necessary ; funds.: I. consider

lion, $2 billion ' or 87%
acquired by life insurance com-
panies.. When to this is added an-
rother” large - source - of ' corporate

.{funds, bank loans, which amounted

to .$3.7 billion .in 1947 and  $1.4
billion in 1946, it is readily ‘sezn
that after having painfully started
to pare down the public debt and
balance the budget, we now seem
to be'engaged in rapidly swelling
the debt of business.’ g

According to a recent report of
| the United State Senate Finance
Committee, released in connection

{enue Act of 1948; . ., .

| “Life insurance companies are
| taking a very large proportion of
| the new securities, while individ-
| uals, who must be the chief source
1 of- risk capital, are buying a rel-
atively small proportion, The life
insurance companies ' and banks,
which:must place :their funds in
securities’ with a low degree of
risk, accounted for 83% of the
net purchases in 1947, and were
the only net purchasers, in 1946.
On' the other hand, domesti¢ in-
dividual * buyers ‘accounted  for
none of the net purchases in 1946
and only 17.1% - in 1947." This is
still another indication that those
buying  securities  today  are - for
the ‘most part seeking relatively
riskless investments.”

-I'pause here to pay. my respects
to the leadership in the Congress
that made possible a splendid be-
ginning in correcting some of the

injustices. of our wartime tax

structure.
I have . dealt . elsewhere on a

this condition and the trend which | Pumber of occasions at some

it has set in motion of vital con-
cern, They are matters which
should : engage the study of our
officials, the Congress, and the
leaders of industry ‘and finance,

Dangerous Tendency

length with the broad question of
double taxation of dividends, the
need for stimulating the flow of
savings that properly find .their

‘way into ownership securities and

their activation “in -the capital
market., Important benefits would

be derived from changes in capital

The dependence of business en-| gains taxes in the direction of a
terprise: on- insurance companies, liquid,. orderly’ and -continuous

particularly  life insurance com-|stock market.

This leads me to

panies, for new ‘money is a dan-| margin 'requirements  becausé ' a
gerous tendency, It is more dan-|759% margin effectively adds to
gerous because our-tax laws ‘en-|the mounting tendency to which

courage the tendency of business|I have already referred.

It re-

to finance through debt securities. quires a little explanation to make
The continuance of  this trend is|it clear how the reduction of mar-
likely to 'raise grave questions|ginrequirements would not ag-
when business conditions are not | gravate inflationary pressures.

as favorable as they have been in
the past two years. In contrast,
the diffusion of the ownership-of
industry. among as large a body of.

Incidence of Margin
Requirements

Let us take as an' example a

individuals as is possible promotes company with 500 -stockholders
flexibility. for management and|which requires $5 million in new
the spread of direct interest in|funds. Right now it is attractive
and knowledge of the workings of | to borrow the money from an in-
busi_ness. In 1947, net new’ secur-|surance company or- from a_com-

ity issues, i.e., new issues less re-|mercial barik on a' term ~credit|

tirements, amounted to $4.1 bil-| basis. Although we would always

lion.

Life insurance ‘companies|expect to have a differential. be-

purchased $3 billion of these se-|tween the cost of raising senior
curities, or approximately 73% of|capital and equity funds, the dif-

the total. 'In 1946, when new se-

ference is . extraordinarily ‘wide

curity issues_ aggregated $2.3 bil-|today because of the reduced in-
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*An.address by Mr. Schram be- | trial ownership.

the reduction. of margin require-

ments t0.50% would be. helpful |
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r Ailing Cap
X By EMIL SCHRAM* :
b - President, New York Stock Exchange
Mr. Schram maintains life insurance companies are making loans belonging in commercial banks,
tions of equity market., Calls this unhealthy in curtailing needed risk

Stresses as allimportant confinement of nation’s financing to private channels,’ Advocates reduction

capital gains tax.’

were,

{with .the -enactment  of the Rev-

However, even|

because the sale of 'stock would
shift the opeération so that the
debt created would be half of the
$5 million, assuming the stockhold-
ers used -their own funds te the
extent of $2.5 million and bor-
rowed the same amount. from
banks. ' In addition to stimulating
ownership capital and cutting
down the amount of credit, the
process would’ diffuse the owner-
ship of the debt from one or pos-
sibly.two institutions to the banks
in the different localities in which
the shareholders reside.

Federal Reserve on Risk
: Investment 5
The Federal Reserve authorities
at various. intervals have. spoken
out on this question of risk in-
‘vestment in the banking system.
The Federal Reserve Bulletin-of
October carried the address of the
former Chairman “Postwar Bank
Credit Problems,” from which I
quote: Gy
(1) “Maintenance of a high de-
gree of liquidity should be en-
couraged; banks should be  dis-
couraged from'  reducing their
large holdings of Government se-
curities, and cash assets in order
to ‘acquire less liquid:and more
risky assets. .
. (2) *Supervisors should take a
critical attitude ‘toward any ex-
pansion of.loans, unless they con-
tribute directly to increased pro-
duction and movement of goods.
This  attitude should apply par-
ticularly to consumer credit, real
estate . loans 'based on - inflated
values, loans to carry excessive
inventories, and any loans for

speculative purposes.

(3) “As long as banks maintain
their  present large holdings of
cash .and government securities,
most of them are adequatély cap-
italized. ' .Banks with ‘low tatios
of capital to risk assets, however,
should build up their capital.. *If
banks persist in increasing their
risk assets, they should be re-
quired to enlarge their capital ac-
cordingly by retention . of earn-
ings, If retained earnings are not
sufficient, then additional stock
should be sold.” ;

It is all very well to talk about
adding to the capital of our banks.
I agree that the private commer-
cial banking system is under-cap-
italized. ' This is especially true if
we regard ‘the -present level of
prices as a rather permanent fix-
ture ‘within our economic struc-
ture for many years to come. ' The
fact is that there is scarcely a
commercial bank stock that is not
selling in the open market today
for less than the known book
value of the stock. This presents
a decided- difficulty on the part
of the banks in raising new cap-
ital through their existing stock-

holders,” and 'I. might ‘add - that-

without prohibitive dilution of the
present stock, it is impossible to

attract new. owners’ into:the in-

dustry. ; ; :
Ours is a great industrial em-

®
HODSON & COMPANY,

Inc.

165 'Bfoadwéy, New Yg;k)_ A

ital Market

and latter are usurping proper func-
-taking ‘and raising proportion of debt to industrial ownership.
of margin requirements, and of

pire that is capable of producing
a vast amount of goods, an econ-
omy capable not only of supply~
ing the wants and needs of 140-
odd millions: of its own citizens;
but capable as well of shipping
abroad, on"balance, surplus pro-,
duction, This empire has been
built by private funds; that is the
‘only way we want it and the only
.way we- should have it. I make
‘that statement with all the.force
‘at my command, even though at.
one ‘time I headed the largest
'lending agency. of the Govern=-
‘ment which came into being in‘an
‘acute emergency; and which in my
-belief should funetion only in"
such a period, I am thoroughly
confident that our corporate struc=
ture is-in need of tremendous
sums of equity- capital if ‘for no
other purpose than to pay off pri-
vate debt. - .
‘With our Federal debt in excess
of $250 billion and the additional
public debt- (made up of states,
cities, towns and counties all over
the land) totalling approximately,
$14 billion, with 'a'tax’'load -that
-gives. promise of exceeding $40.
billion for the Federal Govern~
ment in the 'coming fiscal  year,
and upwards of an:.additional $1T.
billion for the support of our
states and their subdivisions—we
should ‘not build ‘up the’ private
debt of the country unnecessarily,
except as'a temporary accommo~
dation. There is an exception in
the case of the railroads and the

(Continued on page 37) .
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. commodities needed for Europe. Predicts ERP w:ll have favor- -

- 1$3.3-billion 4n- 1937, $3.1 billion in
1938 and - $3.2 blllloh in '1939.

‘| manufacturer and ' johnny-come- |

- |'and-contributed heavxly to the in=
.| flationary ‘spiral.

‘| world” markets,

“'/| ' worth' of raw materialg” and' man-

'|'40.> A sizable portion of this ma-

-|i$1, 503 mllhon shipped 'was ' re-

| since that time the trend has been
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'I‘he year 1947 ended with the
greatest quantity’ of goods in its e

© has ¢

in ‘& more 'vital posnlon in the nation’

’ able effect in increasing forelgn trade pathcularly if- government
; : “keeps ifs’ promise fo use private channels. .’

United States having exported the
nitre history and found exporting
s economy than ever before,

assumed
o in v interna-
- ' tional “affairs.
soo.With - the
‘nati ona 1;
*.dncome “aver-

| aging " ‘about
' »two and three-
quarter ' times

- amount, ' ex«
_“ports have ex=
- panded almost |:

five =-fold.|
'In 1937, na=|
tional’ income
was computed |’
:lzlt $71.5  bil-|
ion; “in 1938 |
at $64.2 billion and in 1939 a1 $71
 billion; ‘By 1947, it was estimated
i at $202 -billion. Value -of ‘exports|
! shipped; on’ the” other hand, was

Stuart L. Damels

Total estimated for 1947 was $14 5|
billion." - This tremendous . in-
‘crease proved a boon to the small

lately as well as the ‘old-line ex-|
‘port: ‘merchant ' and’ traditional |

| exporting manufacturer; but - it
‘also extended domestic shortages

When the war ended the United

.of producing in quantity for the

- its‘prewar|

States'was the ‘only nation capable |

r‘ms tact is well in keeping with the new leadership role thls country

'nme-morrth practrcaﬂy steady de-
:credse; * Recently released ‘March

/statistics show total exports upto|
181, 141" million;~but: only 952 mil- ||
llion . were commercial . exports. || -

‘February was a short-month with
itwo holidays, March 2 Iong month
‘with no holidays,

Although  there are mo flgures
ravailable for April as yet; all in-
dlcat}ons point 10 “a : continuing
downward trend,’ ‘On ‘March “ 1
our  -government ' imposed ‘ more
istringent export controls on ship=
‘ments: to Europe. 'New ‘methods
‘of issuing export licenses resulted
in' a great deal of confusion ‘which
has not yet completely settled.
yForelgn governments feeling the
}pmch of small' dollar ' balances;
further tlghtened their’ already
stern: - import ‘regulations.” - For
xexample, on Feb. 25, a Brazilian
‘law placed practlcal’ly all exports
(under a prxorlty license  system.
{This, too, in ‘the fact of a large
-backlog of overdue dollar pay-
ments . for ' previous shipments
: Applications “for  import licenses
have' 'undergone. more careful
;scrutiny -abroad -than ever. On
:March 21, a six-week ban-on- soft
‘coal exports became effective be-
cause of  the’ threatened coal
‘strike. *

and. export  merchants--indicate

In the'two and
.one-half ' years : from September,
1945, o  Febrwary; 1948, we|
shxpped -abroad over: $28 b1,llmn

ufactured goods, ‘$2 billion more
than in' the 10-year period; 1931~

terial was shipped under govern-
‘ment relief and foreign aid pro-
grams which circumvented normal
‘private irade. channels, but the
overwhelming ' majority ‘was in
private ‘trade ‘and general. over=
all effeet was to: give the export
trade an increased importance,
Taken month by month, “peace-
‘time” shipments (riot war mate-
rial) continued to mount in vol-
ume and value from September,
1945, until the peak figure of
corded “in-May, 1947. ‘ However,
generally  downward, - In June,
tolal ' value shipped was $1,320
million; July, $1,265 million; Au-
gust, $1,265 million; September,
$1,183 million; October, up quite
‘a bit to $1,303 million; November,
$1,195. million; December, $1,199
million; and. then from the first
‘of the:year a continued decrease
from' $1,091 milljon in January to
'$1,086 million'in February. Last
‘published official figures for Feb-
ruary showed -exports ‘at $1 086

that the ‘demand. for: goods -con-
tinues” to:"be 'as’ :strong’ as’ ever,
1All ‘oversea: markets are starved
for; more ‘American material  of
‘every nature and.description.. The
need ‘for capital ‘goods and raw
materials ‘is -far from. satisfied
With" a few “exceptions, such ‘as
radios and household appliances,

demand:

“Yet, exporters have felt the
effect of fewer orders ‘and slow
‘buying. - Banks which' last season
worked ‘double . shifts ‘to: handle
the huge volume of foreign credit
payments have found the regular
business day: sufficient to: manage
the current situation. - Exports are
still running at a higher peak than
the 1946 level and far exceed any
prewar. year, but jin comparison
with the 1947 average they are
in:a definite sharp-decline.

This is not. troe in all cate-
gories “of commodities; | (Certain
classifications have been eontinu~
ing at a high rate; even increas-
ing. in .value.and volume. Par-
ticularly is this true:in the prin-
cipal .crude ‘foodstuffs and. many
manufactured materials, ship~
ments of which have been stead-
ily . increasing - or: maintaining an
even. 'pace. - Exports - of . crude
foodstuffs - were - valued at $121
,mllhon in. May, $103 million .in

mllhon, the lowest pomt in a

(Contmued on page 31)
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By. JAMES D. MOONEY*

Kind of Money?

President and Chairman of the Board, Willys-Overland Motors, Inc,

Mr. Mooney; pointing out present boom in costs and prices is result of enlarged money supply, advo-
cates taking steps to avoid further inflation. Urges free markets wit!x morg‘and ba.uder work, -and
greater efficiency as means of combating inflation. Decries price fixing, regimentation and govern-

" ment controls. Blames

Because it is the great center of ind
<0 discuss the money and price problems o

are the great grain and produce markets,
and - mail-or~+

der-house
managers,
whose = plans
and ~financial
policies must
take into con-
sideration
world . condi-
tions and
price trends.
The  sound-
ness, stability,
~and good
““management
of . the great
trade and
business = or-
s ganizations
are 'illustrated by that . distin-
guished institution which is now
preparing to celebrate its first
hundred years this summer—the

_James. D, Mooney

Chicago Board of Trade. Many,

many times this necessary organ-
ization for a free market in grains
has been investigated, criticized
and condemned by those who do
not understand free markets and
the working of the law of supply
and demand in price making.
These hostile authorities, and these
organized ‘public pressure groups
have no conception of the func-
tion of free markets, nor of the
quiet, inexorable working.of eco-
nomic ‘laws: yet they have fre-
quently assailed. this essential in-
strument of open trading.’ Never-
theless, the Board of Trade has
survived for 100 years, and has
added world ‘fame” to this city’s
commerce, Every day the Board
of Trade continues its useful ser-
vice for the trade and agricul-
tural interests of the whole world.
Such survival and growth in an
institution of 'the ~market : place
can only be due to the necessity
of the useful service performed
by it. ;
Well, just what does the Board
of Trade do that makes it impos-
sible’ for'its ‘enemiesito destroy
it? It provides a free market
place for grain, where the law of
supply and demand ‘adjusts prices
quickly to every. influence
brought to bear upon these com-
‘modities. No man, or group of
.men, is strong.enough to stand up
‘against these economic forces and
turn back the tides.  The success~
:ful trader is the one who has the
‘keenness of intellect to perceive
the “price trends and  go -in- the
direction of the economic tides
instead ‘of against them, 5y
' The successful merchants who
built the great wholesale and re-
tail ‘enterprises - of Chicago made
i this city the world’s leading mer-
“chandising ' center. ‘A “successful

merchant has to be a price expert.|

"It is too bad that many of our

© *An address by Mr. Mooney be-
. fore the American Steel Ware-
house 'Association, Chicago, Ill.,
May 12, 1948, :

Art Metal Construction
Central 1Il. Pub. Serv.*
Cleveland-Clitfs Iron Co.
Firemen's Ins. Co. of Newark*

paper money as contributing to present world economic ills and calls for a

return of gold standard and sound fiscal policy. ,
ustry and commerce, Chicago is a natural place

f business and of our country. Here in Chicago
livestock markets, the distinguished merchants,

economists—so-called ~ economists
with their beautiful theories, spun
in isolation from the real world,
don’t study prices at these foun-
tain-heads of prices in the real
world. - All the great laboratories
for the study of prices are right
here in Chicago. ¢
The Price Outlook

Necessity is going to force us to
get realistic about prices. There
has been an awful lot of silly
twaddle talked in the last few
years about prices by people whp
pose as authorities, Their pose is
untenable - simply becanse . their
pronsuncements are based. upon
theories untempered by the
searching fire of experience. Un-
fortunately, these fallacious theo-
ries have influenced too many of
our government’s fiscal policies:
We businessmen, however, must
face the realities of prices for the
American people and deal. with
these price problems and factors
in the real work-a-day world in
which we live. Inasmuch as prices
determine every one’s cost of liv-
irig, real wages, and real income,
we must understand . the causes
and consequences of rising costs
and prices. Prices are in terms
of money, and prices rise and fall
as the supply of money is inflated
and deflated.

Just now it is of prime impor-
tance for us to understand these
matters, Whether we are to-have
another world, war-or not—World
War III—is anybody’s guess. But
there is no doubt that we are to
have a rearmament program. This
is going to place a heavy strain
upon our economy. I am not sure
which we should be more afraid
of—another war, or the inflation
—further inflation—that will arise
from the rearmament and mili-
tary preparedness program . at
present costs and prices. .An.ad-
ditional extreme inflation would
not be necessary if we could have
the patriotic cooperation of every
one. But we can count on more
inflation, I think. ~Much of the
inflation we now have from the
last war was unnecessary. It is
a result of expedient and imprac-
ticable policies.. Anyhow, we have
a wvast inflation from World War
II, an inflation which has not yet
run.its ravaging course, and there
can hardly be  any doubt that
preparation for the possibilities of
World War III will increase this
inflation in our monetary system.
We must seriously start consider-
ing all of these problems now
before they overtake us. Then it
would be too late.

When World War II was about
to break out, it was quite obvious
that World War II would be doub-
ly ‘disastrous in its potential con-
sequences to our economy in the
United States, ' We would  have
to sit up with the costs and eco-
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nomic consequences—direct ‘con-
sequences—of . World . War, II,
while we were suffering from the
consequences of the New Deal -at
the same time. I am not sure that
the . consequences of the New
Deal, if all the costs’ could be
tabulated, were not. greater than
the directs costs of World War II.
If we are now to prepare for
World War III we must abandon
silly New Leal ideas; because, if
we do have another World War
with a continuation of New Deal
fiscal and administration policies,
it is going to be “too bad” for this
country. - I can see our money
values sink ‘as low as those of
France, where today it takes 305
francs to buy one of our American
59-cent dollars, which in turn wili
now buy less than half as much
material and labor as it would
buy ten years ago, and is still
shrinking in purchasing power.

The Causes of Inflation

The great increase in prices
which has taken place since the
end of the war is a consequence
of the inflated money boom dur-
ing the war and under the New
Deal before the war. Now, all
prices are made in terms of money.
1t is a truism recognized through-
out the history that an increase
in the quantitiy of money made
available without a proportionate
increase in the supply, of goods
to be purchased will eventually
result in an increase in prices.;
Moreover, the increase in prices
is directly in proportion to the in-
crease in the supply of money.

Perhaps the best way to de-
scribe this inflation that is dis-
torting our costs and prices is to
use some simple figures, and state
the percentage of the increase in
money in circulation and the de-
mand deposits in banks subject o
the drawing of checks. These two
items constitute the readily avail-
able money supply. But let me
hasten to say that these two items
are not the whole potential money
supply., Under our Federal Re-
serve system the banks can in-
flate this money supply through
the purchase of the government
debts; at the present time this
means could be used to expand the
money and bank deposit purchas-
ing power more than $450 billion
in addition to that already avail-
able to buyers. But let us omit
this potential supply of money in
the hands of money managers and
take the actual supply of money
now available in comparison with
that of prewar and pre-New Deal.
To be simple and  brief, I shall
omit fractions and give you round
percentages. The available supply
of money . today is 450% of the
supply of money in 1920; 4007
of 1929; and 250%  of 1941,

The causes of the present boom

(Continued on page 35)

and taxation,

defense program indefinitely, and

Board of R. H. Macy & Co., Inc.

How to Keep Taxes
| Within Reason—Ruml

Mr. Ruml calls for greater efforts to make all public expenditures
meet tests of necessity, urgency, and efficiency, as curb on inflation
For mitigation- of inflation from federal armament
expenditures, he advocates appointment of continuing civil com-
mission fo scrutinize efficiency in carrying out defense program.
Speaking at the Third National Textile Seminar Monday, May 10,

on “Public Aspects of Taxation,” Beardsley Ruml, Chairman of the
, stated that he expected a large

therefore high taxes indefinitely.

However he
did mention
three things
that might be
done that will
keep the tax
burden lighter
than it other- .
wise would

stated in. part:
“Since we are
not likely to
have peace in
the foresee-
able. future,
we are likely
to have de-
fense programs indefinitely. A de-
fense budget of $30 billion a year,
two or three years from now,
would not be surprising; and such
a defense budget would mean
total Federal expenditures of be-
tween $50 and $60 billion a year.

. “Expenditures of $50 to $60 bil-
lion ‘a year mean heavy taxation;
but the situation is not as bad as
it looks and there are some things
that can be done that will keep
the tax burden lighter than it
would otherwise be.

Rigid Tests Should Be Applied

“(1) All'publie expenditure
should be forced to meet severe
tests  of necessity, urgency and
efficiency, Since defense expen-
ditures are likely to be more than
-half the budget, it is reasonable
that they also must meet these
tests. A continuing and highly
competent non-political and non-
representative - civilian commis-
sion ‘having the confidence and
respect of both Congress and the
military might well be established,
to be charged with the responsi-
bility of scrutinizing and com-
menting upon general matters of
defense policy and upon the effi-
ciency - of the carrying on of the
program. Neither the Bureau of
the Budget, nor the General Ac-
counting Office, nor any of the
several committees of Congress,
nor even the Cabinet is well or-
ganized or situated to meet this
special need.

“(2) Expenditures for produc-
tive plant, equipment and inven-
tories, especially for programs
outside the United States, should
be represented by loans and
should be financed by the sale of
savings bonds to the public. Such
a program of sales of savings
bonds picks up purchasing power
that would otherwise have to be
withdrawn by taxation. It has a
great advantage over taxation in
that' it is selective, and that it
therefore does not impose on those
who cannot afford it, as taxation
would, the direct costs of con-
struction = of = productive plants.
In principle,  we . shall be on
sounder ground if our interna-

Beardsley Ruml

" Telephone: LExington 2-7300

» Boughz——Sold—Quotelzdv at Net Prices
New York, New Haven & Hartford
Railroad Company 4s of 2007

‘Central National Corporation
' 7/ ESTABLISHED 1927 iyl :

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

Teletype: NY 1.2948 '

tional expenditures for the build-
ing up of world productivity, as
distinguished from emergency re-
lief, are covered by sales of sav-
ings .bonds to the public rather
than by taxation. The campaign
for the sale of Security savings
bonds now under way will, give
us some idea as to the amount of"
organization and effort needed
to promote successfully adequate
sales of savings bonds to the pub~
lic' under ‘no-war, no-peace’ con-
ditions. ..

Loans and Imports Must Be
Expanded

¥(3) The larger the proportion
of loans that can be properly
made - in our international = pro-
gram, as compared with grants for
relief, the lower our tax burden
will be, now and in the years to
come. But to make loans abroad,
properly and wisely, under con-
ditions that assure goodwill and
dignity for both borrower and
lender, we .must be prepared to
receive payment from abroad in
both - goods  and - services. We
must expand our imports of raw
materials and manufactured goods,
we must reduce barriers, and
impediments to trade, we must
facilitate American tourist travel
to other parts of the world. As
to just what manufactured goods,
raw materials, and services we
shall import, and how 'much,
and when — these are matters
for business enterprise and
legislative policy; but the more
and the sooner, the better. Ob-
viously, = the Reciprocal Trade
Agreements Act should be ex-
tended for its importance in pro-
moting international trade, and
thereby among other things, as I
have explained, making it possible
for us to have lower taxes than
otherwise would be required.

“In addition to these three
courses of action, we should gear
our tax program to fhe consoli-
dated cash budget, as recom-
mended by the Committee  for
Economic Development, and for
the reasons stated in the Commit-
tee’s recent report on Taxes and
the Budget. We should also set
our tax rates to balance the bud-
get at normal high levels of pro-
ductive employment and should
not expect taxation to carry am
unworkable part of the burden of
inflation ' control. . A large and
long-continuing defense program
makes special and  specific - de-
mands on the nation’s resources
and production. Inflation controk
under these circumstances must
utilize appropriate special’"and
specific measures and should ex-
pect from taxation no more than
its  proper . contribution to’ the
over-all program. If taxes are
too heavy or of the wrong kind,
they obstruct rather than:assist
our efforts to get our highest ‘pos-
sible level of productivity. 1f our
tax rates are set to balance the
budget at high levels of produc-~
tive employment, they are high
enough. If more inflation: control
is needed, it ‘should be found in -

‘| measures other than taxation.”

With First Securities Corp.

(Special to THE FINANCIAL CHRONICLE) |
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of First Securities Corp., 111 Cor=
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: ’and Industry

Steel Production
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Carloadings
‘. Retail. Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures
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.\ slight increase ‘occurred.in industrial output for the ’country
as a whole in the previous week with total production in most’ lines'
modestly higher than for the like perlod of 1947 It was’ also at or
,close to. peak peacetime levels. ; |
7 -For certain types of durable goods, order backlogs continued to
Tun heavy, but for many items.the supply was considerably larger
than ‘at this time one year ago.

" With respect to manufacturers’ sales for the . month. of March i

Commerce Department estimates show, they rose to.$18,200,000, 000
or $2,200,000,000 above the February total This increase, the Depart-
ment notes, was largely due to the longer March work-month and:
‘was “sustained. by the continuance of strong underlying demand.”

Month-end book: value of manufacturers inventories, at $28,900,-
000,000, ‘reflected only a fractional rise ‘over those at the close of
February, valued at $28 800, 000 000 i

Scattered, seasonal layoffs were reported during the week,: but
in most areas employment held at a very high level.

According to the Bureau of the Census, civilian employment rose
by 1,000,000 workers between the months of March and April,

The total was 58,330,000 during the week of April 4 to 10, pr
1,630,000 more than a year ago,

A large part of the rise was seasonal and occurred in agrrculture
the Bureau reveals. It estimated the number of workers in' this
category at 7,500,000 in April, or some 600,000 above March. How-
ever, it noted that due to delays in planting operations this year,
farm employment was below the April, 1947 level,

In non-agricultural industries, states the Bureau, employment
rose by 400,000 to a total of about 51 000,000 in April, or close to the
high recorded last December. Accompanymg this was a reduction in
unemployment to a total of 2,250,000 in April, or about 250,000 lower
than in March.

The net effect of these changes was an expansion of about 750,000
in the civilian ' labor force between March and Aprxl reflecting for
the most part the entry of seasonal workers.

T e T

A deadlock the past week-end in negotiations over wages and
working conditions between the rail carriers and the unions prompted
President Truman on Monday of this week, to seize the roads by
executlve order and direct the Secretary of the Army to operate them
in the name of the United States Government.

In anticipation of the' strike taking place as scheduled, steps
were taken on Friday last by many of the roads, to avoid needless
waste of perishable freight by placing embargoes on livestock, poultry
and perishable goods. These embargoes were lifted following the
announcement of the President’s order.

Commenting on the White House directive, Alvanley Johnston,

head of the railroad engineers’ union, stated that the railroad workers
“would obey a court order against a strike, if the government gets one,
By Monday evening the government obtained a temporary restraining
order from the Federal District Court signed by Justice T, Alan
Goldsborough. This actien canceled the nation-wide railroad strike,
set for Tuesday at 6 a.m., Eastern Standard Time, The unions’ strike
committees abiding by the court’s order rescinded their strike order
the same evening:
. .The strike at Chrysler Corporation got under way at 10 a.m. yes-
terday, May 12, following a unanimous vote on Monday evening of
the National Council of the Chrysler Department of the United Auto-.
mobile Workers, CIO to back the stand of its negotiating’ committee.
The strike order affects 65,000 Chrysler workers in Michigan and
10,000 in Indiana and Callforma :

Net railway operating income of Class I railroads in March 1948,
totaled $60,724,331 compared with $73,924,144 for the same month in
1947, accordmg to the Bureau of Rallway Economics of the Associa-
tion of American Railroads, For the month of March, 1948, the
carriers had an estimated net income, after interest and’ rentals, of
$35,200,000 compared with $46,200,000 in the same month in 1947.

For the first three months of 1948, net income before interest and
rentals, totaled $142,646,580 compared with $176,243,935 in the same
period a year ago. Net inceme after interest and rentals in the first
three months of 1948 is estimated at $72,400,000 compared with $94,~
400,000 in the corresponding period of 1947.

Total operating revenues in the first three months of 1948
amounted to. $2,243,241,538 compared with $2,040,521,145 in the like
period a year.ago; or an increase of 9.9%, while operating expenses
in.the first three months of 1948 added up to $1,820,970,544 compared
with $1,598,151,546 in the corresponding period of 1947’ or an increase
of 13.9%, .

LR TRt B G ) i

Mild weather in many sections of the country spurred consumer
buying' during the week and resulted in total retail volume rising
wmoderately above that of the previous week, It continued to compare
favorably with that of a year ago. Seasonal items attracted consider-
able attention with shoppers continuing to shun high-priced and poor
quahty goods :

; 'A slight increase in new order volume occurred in most wholesale
centers the. past week. The demand for Summer merchandise in-
creased noticeably and re-orders of Spring items were heavy. Total
dollar volume, as a’consequence, was-moderately above that of the
corresponding week a year ago,

'~ Department store sales, according to the Federal Reserve Board’s
index, increased sharply in April to 299% of the 1935-39 average,
After allowance is made for the usual seasonal changes. Value of
sales in the first four months of this year, the Board reveals was
about 6% larger than in the corresponding period of 1947,

‘CAR LOADINGS ADVANCE FURTHER IN THE WEEK

Loadlngs for the. week ended, May 1, 1948, 'totaled 891,638 cars,
accordmg to the Assomatmn of Amerlcan Rallroads Thrs was an

(Contmued h_»g)age 33) .

Observations .
By A. WILFRED MAY =
' That Appealing Appeal for Controls

If he“is not the “spokes-
man” of the President’s Council of Economic Advisers, he is func-:
tlomng as at least its speaking member as well as its Vice-President,
: And because of his intellectual. brilliance, forth-
rightness, ‘honesty, and lack‘ of ; ; motivation. by
"~ personal political considerations, his is the fairest
representatmn of the “economic. management”
- thesis which is now red-hotter, than ever as a

worldwide issue.

advanced in New York last week before the New
Yeork Chapter of the American Statistical' Asso-
. ciation; has aroused particular -interest, despite
the-tact that his remarks-were extemporaneous

-+ question period. This widespread attention seem-
: ingly stems from the impression of sweet reason-
ableness  which  this kind of- “mlddle-ground”

- s presentation manages to.create,

- Rather than devote this space to a dialectical
essay about' the 'value of planning or to-chal-
lenging the wider implications of Mr, Keyserling’s

philosophy, this columnist merely wishes to report the characteristic
basic fallacy which emasculates our planners’ entire argument.

Mr. Keyserling emphasizes the important need of getting “bal-
ance” into our business structure, of equalizing production. and con-
sumption goals, of “integrating” controls into the economy—all serv-
ing to provide business with a “breathing spell” to-forestall a col-
lapse. But such aims (no matter how obscured by terminology).
as well as the protestation that the Government’s intervention shall
only be temporary, surely are grounded squarely on the premise
that ‘the actual status of business and the economy is definitely
recognizable.. We must know what we are trying to balance, and in
what direction' we are now moving, before we make plans for “level-
ing off” or “leveling up,” or for altering the relatmnship between,
prices, wages, profits, and employment. : The key fact is that despite
the great mass of statistical data that are available, we still are
incapable of even making appraisals about the:relative effects' of
existing discernible factors. In other words, we really do not know
where we are!, !

This hiatus, and the accompanying inability to forecast, have
been demonstrated time and again in the past.

A. Wilfred May

Past “Management” Results

First chronologxcally, we have seen the “management” exercised
by ‘the Federal Reserve System ever since 1913, Despite the general
expertness and ‘freedom* from' political motives- 6f such of:«its
guardians as Parker Willis, Carter Glass and Benjamin Strong, our

had never been intended, but the management which it legitimately
exercised landed it and the country’s economy in messes.. At the
establishment of our central banking controls, the System’s founders
and proponents professed that its functions were merely to maintain
the liquidity of the credit structure; to protect money rates; to elimi-
nate or smooth out business cycles; and to furnish credit through the
rediscounting of paper growmg out of commercml, lndustrlal and
agricultural activities.

Infraction. of these sound principles first occurred’ with - the
outbreak. of ‘World “War 'One 'in facilitating = the - government’s
huge financing requirements of that period. : While this initial ex-
pansion was justified by the exigencies of war; the credit inflation of
the 1920s, supported by our central banking system, was not so neces-
sitated, and was not wusable industrially. Ending in an expansion
doubled to $14% billion in loans and investments, and $13% billion
in deposits, arising from a $600 million increase in member bank
reserves, the inflation was unwittingly stimulated by the well-meant
management efforts of the Reserve authorities. : The Reserve Banks
kept their rediscount rates artificially low and periodically engaged
in heavy open-market purchases of government securities; while re-
serve requirements of member banks, already too low in the opinion
of many economists, had been further reduced by war time “emer-
gency” amendments to the Federal Reserve Act.

Planning in the Twenties

The money managers initiated a mild open-market policy when
rediscounts went below a billion dollars in the 1920 depression.
In 1923 open-market operations were . pursued in. vigorous fashion.
From Nov, 21,:1923 to Sept. 17, 1924, ‘holdings of government securi-
ties were increased ninefold. Whlle open-market policy ‘wag- rela-
tively inactive in 1925 and 1926, in the desire to ease the strain on
the 'London gold reserves and other foreign centers, and in order
to. stimulate our domestic trade situation, the cheap _money policy

(Continued on page 17)
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FREDERIG H. HATCH & CO., ING.

Established 1888
< MEMBERS N. Y. SECURITY DEALERS ASSOCIATION
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‘ The utterances of Leon H. Keyserling deserye all the press notice |
and public attention they are receiving.

Mr. Keyserling’s latest “pro- control" plea, G

‘both: in his direct talk and during an-extended |:

central ' banking - system not only was prostituted for uses which|

and credit expansion was reinstated on a grand scale in the autumn |

Edward A. Leinss With
Harriman Ripley & Go.

(Speclal to. THE' FINANCIAL . CHRONICLE)

CHICAGO,
ILL.—Edward
"A. Leinss has
become asso-
ciated - with
.Harriman

Ripley & Co.,
Incorporated
=135 South: La
-Salle Street,
; .T He: was for-
-merly with
- Stifel, Nico-
laus & Co. and
i+ prior to serv-
ing-in the
. armed ‘- force:
~was with Eari
- I, Custin &'Co.

Rohert H. McCrary With
Bateman, Eichler

LOS ANGELES, CALIF.—Bate—
man, Eichler ‘& Co., ‘453 South
Spring : Street, ‘members of the
Los Angeles Stock Exchange, an-
nounce: that Robert H.  McCrary,
formerly -Vice-President of Mec-
Crary, Dearth & Co., Des Moines,
Iowa, has become assocxated witk.
their-firm.

Mr, McCrary’s assoc1at10n w1th
Bateman, E.chler & Co. was pre-
viously reported in the “Fmanc1al
Chronicle” .of May 6.

W. E. Hution Co. Wire
To O’Brian Mitchell

W. E. Hutton & Co.,.14. Wall
| Street, New' York City, members
of the New York Stock Exchange,
announce the installation of a
direct private wire to their corre-
spondent, O’Brian, Mitchell & Co.,
Liberty Bank Building, Buffalo,

Edward A. Leinss :

New De Haven Phone
De Haven & Townsend, Crouter
& Bodine, 30 Broad Street, New -
York. City, members of the New
York Stock Exchange, announce
that the telephone: number of the
firm’s New York office has been
' changed to Dlgby 4- 0200 ‘

AMERICAN MADE
MARKETS IN

Canadian P‘acificr Railway
*Imperial Oil, Ltd. -
International Petroleum ;

HART SMITH & GO.

52 WILLIAM ST., N, Y. 5 HAnover 2-§380

Bell Teletype NY 1-395
New York ~ Montreal 'Toronto

‘Royal Bank of Scotland

Incorporated by Royal Charter 1727

HEAD OFFICE—Edinburgh
Branches throughout Scotlaml

- LONDON OFFICES

3 Btsﬁop:gale, E.C2
8 West Smithfield, E. C. 1
49 Charing Cross, S. W. |
Burlinglon Gardens, W. |
64 New Bond Street, W. 1

TOTAL ASSETS
£141,823,667

Agtoclated Banksi- .

-Gln Mills: & C&l 1t
Wnllmm Deacon’s Banlq Ltd ’
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Planning Would

Give Business a

"N Reaathing Cnall?’ . ‘
'Breathing Spell”: Keyserling-
_ Selective controls should be imposed until economy is_stabilized,

and subsequenﬂy abandoned, declares President’s adviser. ... .

. “Full-scale planning, thoroughly integrated into the  economic |
system, would give business a needed breathing spell to adjust itself

1o. the present extraordinary elements of inflation,” said Leon H.
Keyserling, Vice-Chairman of the President’s Counci] of Economie

Advisers, be- .
fore the New
York chapter
of the Ameri-
can Statistical
Association
Thursday eve-
ning  May 6.
Not only must
the planning .
be integrated,
but it must be
based on ade-
quate scien-
tific data at its
initiation, the
Presidential
adviser -main-
tained. - Such o bgdle il o
data concerning the balance of the
. economy might lead the planners
~to the conclusion: that -sharply
falling or rising prices in certain
sectors of ‘the economy are really
a constructive - factor for overall
stabilization, szt
Reimposition . of . rationing and
ofther controls need only be.a tem-
porary policy to be removed when
present: . “emergency” : elements
disappear, Dr. Keyserling insisted;
The details of the :control:pro-
gram should take the form of the
anti-inflation .. proposals * * vainly
broached " to . the Congress by
President Truman, and embodied
in the recent report from' the
Council of Economic. Advisers,
‘He emphasized balance ' between
~“wages and prices, and production
and consumption’ as ‘the: proper
‘goals of planning, Db 2

Leon H. Keyserling -

b

/| serted - that . they;
4 | bureaucrats,

Lashing out at defenders of the
free - market, Dr. Keyserling as-
rather . than

ing’ for government - direction .in
various ways while openly decry-
ing it.

Rex W. Dodge Now With

Bond & Goodwin, Inc.

(Special to THe FINANCIAL CHRONICLE)

PORTLAND, ' ME.— Rex W,
Dodge and Merton E. Foster are
now associated - with Bond &
Goodwin,  Inc., /120  Exchange
Street.. Mr. Dodge was, formerly
with 'J.: Arthur. Warner & Co. and

Co.;'in the past he conducted his
own investment busingss in Port-
land. 'Mr. Foster- was previously

are motivated - by |-
g | considerations of politics. ‘He also
accused them of-unwittingly call-| '

brior: thereto with W. H. Bell &|.

Saul R. Miller Is
Forming Gwn Firm

! (Bpectl Yo’ Tax PrwiRcrie Ousonar) |
~ CHICAGO, “ILL~Saul-R, Mil-
ler: is forming S. R. Miller & Co.

N A .

" Saul R. Miller

with offices at 231 South La Salle
Street, to engage in the securities
business.: - Mr, Miller: has been
associated - with Straus & Blosser
for a number of years.

H. B. La-Rocca Now
5 SR
With Sils, Minton
“ (Special -to' Tug FINANCIAL CHiONICLE) |
. CHICAGO, ILL.—Harry .B. La

Rocca has ‘become associatéd with
Sills,; Minton & Co., Incorporated,

with :R.. H,-Johnson & Co;, and
Towrisend, Anthony & Tyson.
With: Hill Richards & Co.
(Special to Tum Financmy CaronicLe) -
LOS ANGELES, CALIF —James
M. Gray, is affiliated with Hill
Richards & Co., 621 South Spring

geles . Stock . Exchange. . He was
formérly

& Co.

. BOSTON ..

% 2 B T ) i
| B m
: & ‘ 53,
A 4

- Boston & Maine RE.;

“ Prior Preferred 2
Tfaded in Round Lots
Walter J. Connolly & Co., Inc.

24 Federal Street, Butog 10 .
Tel. HDbbard 2-3790" ' -Teld, BS 128

' PHILADELPHIA

- Bofialo Bo Co.
Portsmouth Steel.Corporation :
_ Black Sivalls & Bryson .
- Seminole Oil & Gas

Data on- Request i

' BUCKLEY ‘SECURITIES
- - CORPORATION = =

1420 Walout St. "' 44 Wall Street
Philadelphia 2 New York' 5
PEnnypacker 5-5976- . WHiteball 3:7253

- Private Wire. System between

Street, members of the Tos' An-|

with' Bateman, Eickler |

| with First California Company.’

jwlth Kirchofer & ‘Amom;’ 132%. :While dividends advanced

209 ‘South La Salle’ Street, mem-

'bers’ of the Chicago Stock’ Ex-

change, in charge of private.place-.
ment of term loans.” He was pre-
viously witly Brailsford & Co..and
prior’ thereto was manager of the
municipal . department . for ' First
Securities Co. of Chicago. ‘In the
past he conducted his owa invest<
ment business.. .. . i :

... Joins - Tucker Staff = :
(Special to. Tue FinanciaL CHRONICLE) - 7

"LONG 'BEACH, CALIF. =~ Ru=

2 {dolph 'J;- Jaeger has joined’ thel

staff of Tucker- & .Company, 132
Pine Avenue. He was*previously

< (Bpeelal_td Tue FINANGIAL Cunowifre),

. CHICAGO, - ILL—Edward:, C|
Broehl and-Thomas F."Mangan are
now with Herrick, Waddell &
Reed, .Inc., 332 South Michigan
Avenue; i

ASpecial to TrE FINANCIAL CHRONICLE)

RALEIGH, N. C.—Duncan G.

‘Hughes ‘has ‘joined ‘the’ staff  of]

Kirchofer ‘& - Arnold “Associates.!

Ine:, ‘Insurance’ Building.:

Philadelphia, New :York and Los Angeles .,

Trading Markets - S
Boston & Maine Prior Pfd.
Boston Railroad Holding Pfd.
~.Boston Edison =

‘1. New England Lime Common
Boston Terminal Co. 3V4s, 1947

————

DAYTON HAIGNEY & (0, lic.

~ 45 Federal Street, Boston - -

Bates Mfg. Co. .

E_mpixjé‘ So. Gas
Stromberg-Carlson
Warner Co’mb‘_aiiy e

o

'/ PHILADELPHIA OFFICE .
Stock Exchanxe_ Bldg; Phila, 2 -

Private New York Telephone—
WOrth 4-2463 .

- . Telephane . Telet:
Rlttenhouse 6.3717 . . ePeHy_;;;

Lty ¢ compry |
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ST, LOUIS

0

[ = INVESTMENT SECURITIES '~
i iB09BUIVE STREEY

. StlousiMo

| Membérs St. Louis Stock Exci\épée' Lv :

R R MR

LOUISVILLE

PITTSBURCH

'SPOKANE, WASH.

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

TE BANKERS BOND &

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

Trading Department Active in . .

Western Pennsylvania
Issues

Direct Wire to New York City

CHAPLIN Ano GOMPANY

Members
N. Y. Stock Exch, Pitts. Stock Exch.
New York Curb Exch. (Assoc.),
10th Floor, Peoples Bk. Bidg. 61 Broadway
* 'PITTSBURGH 22, PA. NEW YORK, N. Y.
Grant 3900 Bowling Green 9-3987
Bell System Teletype—PG 473

Long Distance 238-9 Bell Tele. LS 188
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NORTHWEST MINING
" SECURITIES

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

‘STANDARD SECURITIES

CORPORATION
Members Standard Stock Exchange
of Spokane
Brokers - Dealers - Underwriters
Peyton Building, Spokane
Branches at
Kellogg, Tdaho and Yakima, Wn,

‘|than-wages. /@

¥

| With Herrick, Waddell Co,’

19437~

I i chasing  power relative ‘to othier

living " generally. ' Urges that the

. .| Burchasing power of the income of such
;| collar “workers, sehool' teachers, - etc,,
i{has been given to the ‘fact that

- Mr. Gilbert demonstrates secular shrinkage in stockholder’s pur- i
; < community -groups, Maintains~ ;
| *_degradation of his_ living standard has accentuated high cost of -

’ m—f-smkholdei's~;lli9h‘- Cost of -
- Livin

g—What to do About If -
" By. ROBERT A. GILBERT RPN
Investors Management Co. : '

nation’s 15 million stockholders

regain their proper position by organizing to combat, with the help . -
., .. of their nfanagements, other existing pressure groups,
! . 'Much has been said since the war about the fed,uction in the

groups as labor, office white
but' practically ‘no publicity
stockholders’ dividends have ‘in=

‘creased very
-much .- less:. :

and few "cal~

i| eulations have - #

been made as:
to ~how much !
“real ‘income?”
the stockhold-
er- now- Has -in

i|today’s pur-
‘1 ¢hasing’ pow-
Her,:
.| pared ‘to  pre-
Hw ar.

as -come~ .-

The {

shrinkage. in- & &
ttlhle‘ stocek~ 0 "

older’s . pur- :

*hasing power Robe'rt A Gilbert

has been truly énormous, particu-
larly’ as compared o labor’s net
gains.' Stockholders seem to have
.béen- content’to submit to: treat-.
ment which can only. be charae-
‘terized as “attempted  confiscatiori
of the value .of their property..
'More than this, few people in re-
sponsiblé-positions in” government
or-even in industry have warned
the ‘general public about the ul-
timate economic and social conse-
quence of allowing starvation of
capital to continue. ' - ti st
This article wishes to point out
.exactly how -poorly . stockholders
.have fared in this respect, to warn

gconomic: -malnutrition to con-
tinue, ‘and = to . suggest’ Several
things stockholders should-do to
‘rectify” their: situation.. The ‘ac-
companying table shows what has
'happened to ‘the Wwages of owner-
ship—dividends—compared to the
Wwages .of. labor  (corporation sal-

;| aries and wages).. It will be noted

that in 1947 dividends. were only
12% over.1928, while wages were

in, 1947 over. 1946, labor gainzd
more. . Wages ' gained about 20%
while “dividends gained 16%.
. Index Carp. .Index Corp.. Index .
Salaries & Cash Cost of
1 Wages “'Dividends » Liviag
.23 ; 130
113
.. 104
102 |
. 100
185
.86
31
380
K || i
RN
L0080

1942

11930222
1119292
| 1928 7"

| While

-105 : : :
100 . 7100 100
the’ table : shows ' the
‘magnitude of the actual discrep-
ancy' between - corporation: divi-
dends and: wages, it also indicates
that ‘the: differential - in terms’of
constant. . dollars - is: even more.
The ' column showing' the cost of
living in 1928 as 100 indicates that
the dividend index is today worth
86 ‘as compared with 100 in 1928,
while the wage index in 1928 dol-

‘lars is a net gain, being at 178. It

would seem questionable whether
labor’ has‘the right to seek con-
tinuous cost of living adjustments
in its’ wages, when'it has already

.of  the ‘consequences of allowing |

1| tion. ¢
equity markets aré revived; the -’

~|real ‘wages and while investors

are in their present plight. - :
Another ‘point - worth “noting
from the table is that.dividends

i |and wages' showed' a correlation

within 20 points or less until 1940,
The failure -of dividends in recent
years to follow the ‘cost of living
is probably one important reason
for “the present relatively low
price-earnings ratios. - The stock=

| holder’s cost of “living ‘s unfor=
tunately more ‘often correlated to

the "sales volumeof the eompany
in ‘which he has an: investment
than fo: its net:profits.. Prices- go

-up, . the' eompany’s ‘sales ‘volume

goes.up, but then, in: the present
economie ' - climate, ' wages . are
rajsed’ as’ much . or . more ' than
priges, high and inequitable taxes
are -maintained, 'and ‘net - profits’
fail’ to- follow, sales  (or prices),
Furthermore, under present stock
marKet -eorditions, a: large part of.
earnings often ‘must  be: retained
for-. plant - improvements = which
cannot: be financed on' the long-
term . basis.. previeusly. available
when our economy was growing
along free lines of - development.
Equity ' financing’ has. -become
very .difficult. 'More of the im-
plications of "this ‘situation later,

Steckholder’s Degradation  Has
Raised Community’s Cost of :
Ut Living .
- The fact-that the stockholder’s
standard of . living— his" income
and the market for his securities—
has been ‘degraded is probably:a
major cause of-the high -cost of
living for all of us, If this is true,
then of " course labior and other
pressure’ groups -have really been
cutting. their own throats in ig=-
noring .investors’ rights. In’this
connection, one has to ‘consider
that a number of recent surveys
have ‘shown  that investment in
capital equipment 'during the past

15 .years or-so has been subnor=

mal, .and that ‘consequently ' pro=
ductive - capacity today : eannot
meet demand ' in many  items.
Many of these 15-years of subnor= .
mal- plant .investment were ones
of discouragement 'to stockhold-
ers;. The fact is that if private
investment had ' not been so .re=
stricted then, .our’ plant capacity
would” probably ~have - continued
to grow at.its normal rate.:. One

|may viéew the cost of living prob-'. -
lem also from the angle of the re- ,

‘quirements’. of ‘the' present ' situa-
It" seems ‘true “that unless .

large scale ' financing now ‘re=
quired -for-such plant expansion
programs, as the: utility -and oil
industries have, will be difficult
and -costly. : It is the costliness of -
the ‘program, . which - the * public
should - keep ' in mind. . If ' com=
panies find finaneing costly, then
reductions. in product prices are
going to be difficult. " Of course,
'the necessity to build added eapa=-
cities is very important, and if fi:
naneing is’ difficult,” delays may
be experienced -in‘ bringing ‘sup>
ply and demand in ‘balance, with
the -obvious. effect of ‘prolonging
scarcity prices. - +
Since - the degradation of “the
stockholder is often a part of the .
mental complex of those believing
in-taxation for reform; and sub-
stantial - governmental ' spending,
etc., it is not difficult to find an-

achieved such-a large net gain in

(Continued on page 40)




|
|
g
%

foitized for FRASER
p:/fraser.stlouisfed.org/

-

Volume 167 - Number 4698

]

& FINANCIAL CHRONICLE

C08n T

THE 'COMMERCIAL

_ From Washington

- Ahead

of the News

By CARLISLE BARGERON

With the Republican convention now -less -than six weeks off, | =

the Washington political dopesters ‘are talking mostly of Vandeqberg
and Speaker Joe Martin, respectively, as the Republican nominee.
‘There is quite an organized movement, not apparent, on for Van-

denberg.
. Martin “is
looked . upon
as. the  likely
choice of the
convention
leaders in the
event the
Michigan
Senator
strikes a' snag
which he may

2 is  not
2 running* away

from the nom- |

ination  any-
more. Al-
: . though he is
not doing anything to get it, he
is in a decidedly receptive move.
- The impression is growing that
Stassen is a stalking horse  for
him,  that - the  Minnesotan  now
rather ruefully realizes it himself.
There - is 'a  seemingly reliable

" Carlisle Bargeron

story ‘going the rounds here in |

Washington that he didn’t want
to go into Ohio: against Taft but
that, his Eastern financial sup-
porters .insisted upon-it. ..

* These. supporters are ultra in-
fernationalist or “global minded”
They are afraid of Taft’s realism.
The fact that he wanted to reduce

ERP by a billion dollars convinced |

them that he is entirely too prac-
tical: for: their -plans. They had
set a figure for.which “Commu-
nism.in Europe. can be stopped,”
worked it right down' to:- dollars
and cents in one of the greatest
mathematical feats the world has
.ever known. Communism in Eu-

)

_Tope can’t be stopped; it seems,

for 75'cents less, :
« ‘These 'people wanted to em-
barrass Taft. All they succeeded

. in doing was to reveal generally

what everybody with a knowl~
edge of Ohio politics, already

‘ knew—that there are a few .dis-

tricts in Ohio that Taft has never
been able to carry, that anybody

;. could have' gone in and taken

them. But in revealing this, these
financial ~wiseacres  jeopardized
the Taft-Hartley 'Act which they
certainly want. ;

Apparently they will do any-
thing for the international:spend-
ing spree upon which we have
definitely embarked. Seemingly
the sky is to:be the limit, The
set-up is that the trading is to be
between individual firms or where
the European: government is the
purchaser, between that govern-
ment and the American firm.

Hoffman’s agency is just to see|;

that the price is all right and pay
the bills. There seems no reason
why a grand time should not be
had by everybody with anything
fo sell. " . .

. Anyway both Taft and Dewey
appear to be out of the Presi-
dential running and no Washing-
~ton " political observer whom I

know gives Stassen a chance un-|}
less he should stage a Willkie

stampede, This doesn’t seem to

be in the cards, first because not- ||
withstanding - his press build up, |,

he hasn’t shown any unusual pop-
ular strength. .In none of the pri-
maries which his  friends have

ballyhooed has he gotten a ma-||
Jjority of the vote. Secondly, the||

people who paid for- the Willkie

stampede are believed to want |}

Vandenberg first.

set-up is evidenced by the way he
is always blowing kisses at the

Senator. He, of course, hopes to|!

land-second place:; S

: His kisses are net reciprocated
by Vandenberg in the slightest.
It is a very strange situation, in-

That Stassen realizes this is the |

‘deed.' Privately Vandenberg feels
about as ‘strongly  toward . the
young ‘Minnesotan ' as- do Dewey
and - Taft. = Understandably, the
Michigander’s ' feeling ‘might : be
tempered if at’a certain time dur-
ing the convention, Stassen should
come .to-him and say he is will-
ing to throw him around 150 or
200 delegates. But it'would have
to be tempered considerably:

The snag which Vandenberg, on
the other hand, may. encounter is
the opposition. of a' large group

of the party, perhaps 50%,.to his| |

joining the internationalist group
50 ‘wholeheartedly. Should: they
‘register enough - opposition, Joe
Martin -is looked upon as almost
the certain chojce. He is not'iden-
tified with either side,: He is not
controversial.  In fact, he is un-
doubtedly the most popular leader
in the party. .
There is no- reason why 'the
global minders shouldn’t embrace
‘him with enthusiasm. It was' he
‘who 'sent the- Herter committee
‘abroad to make a study ‘arid condi-
‘tion  Congress for the ' Marshall
Plan.  He ‘had, in fact,’ about' as
‘much to do with its acceptance as
‘Vandenberg. S
It is evidence of Joe’s ability to
get things ‘done without. arousing
tempers or stepping. on toes, that
e ‘accomplished this without' his
jbeing tagged as a global minder
like Vandenberg. ' . ° A
L have been visiting his home
town, North: Attlebore, Mass. ' His
career is:one of the best-Horatio
Alger success stories I-have ever
known,  Work,: work, all of his
life; the son'of a blacksmith, now
next to the President in impor-
tance in his country’s government,

Any Time Gross,
Rogers Time ik
Gross, Rogers & Co., 458 South
Spring Street, Los Angeles; Cali-
fornia, members of the Los An-
geles Stock Exchange, is distrib-
uting a wvery clever blotter show-
ing that when it is five o’clock
Eastern time, four o’clock Central
time, three o’clock Mountan time,
it is only  two. o’clock’ “Gross,
Rogers’ Time” . on the. Pacific

Coast, and asking “Why wait for |’

‘manana’?

‘We' are here; work-
ing!” )

Na’ti.on,a_l |

¥

a

By RAYMOND -RODGERS* |

Pla'nnihg; -Won't Work

Professor of Banking, New York University .

Professor Rt;dgéra- insists that economic dictatorship is only good for the»plan'ners,. and that attempt

at continued national control of wages, prices, and profits overlooks economic “facts
12, oo factor of ‘political expediency ‘gives planning “kiss of death.”’ ..

prices, profits, and - national policy eannot be separated., . With a
than -$250 billion, the national government has a lively interest in

- A

.,YCIAeAar‘ly,. wages,
public debt:of more

of Jife.” Declares

4

profits.“ With annual budget expenditures of more than $40 billion, the national govern-

ment hasia st

direct and -
pressing:
interest in
prices. With'a
national “auc-
tion” .every
four years, the
members .of
the . Nationa} -
Administra- -
tion .‘have ' a
solicitude. be-
ond ‘measure” :
gor.wages.
Also, it can-"
not be ‘denied
that in recent
years national : T
olicy. has had almost a control-
ling .effect on wages, prices,” and
profits. ‘But to ‘assume that this
can - be continued. indefinitely : in
the future, overlooks the economic
{‘facts of life.”” Obviously, deficit
finaneing,” through ' our ‘modern

Raymond’ Rodgers

jpanking' system, puts the govern-|:

ment:in the driver’s seat. Funds
jcan be raised to match the expen-
ditures—gone ‘are ‘the: limitations
imposed . by the ' necessity - of
matching expenditures with rev-
enues. “But once deficit financing
is ended, by decision or necessity,

ithe ‘government has to live within.

its “income’ and national policy
loses its controlling role, - A 1ot of
ipeople have forgotten that, under
pormal - conditions, - government

policy reflects rather than domi-

nates, ' e

{. Even if it could be done, to as-
sume .that it is desirable-to have
icondrol from the top on such. vital
economic matters as wages, prices,

'and profits./through the mediumj|

lof national planning is, to my. way
of thinking, a contradiction of the
‘very ' things which have made
‘America great, : e

Who Will Do the Planning?

This is not to say that we should
not have planning, In fact, there
can be no question as to the ne-
cessity of economic planning.  The
argument comes on who is to do

the planning; Shall it be profes-|

sional - planners, or. shall it be
bureaucrats who consider them-
selves ‘expert planners, or shall it
be planning at the grass roots,

*An address by Dr. Roclgers be-
fore N. Y, Chapter of American
Statistical Ass'n, New York City,
May 6, 1943;

4

'namely, by the consumer? I am

1ust ‘enough of an . “unrecon-
structed rebel” to prefer my own
plan, “for myself, poor though it
may be, to-the finest plan that
could ‘possibly be devised by say,
my mother-in-law, my boss, my

1 representative ‘or’ senator; or any |

bureaucrat I.ever met. ' In my
thinking - on - planning . by others
for me, I cannot get very far away
from the classic “statement’ Wil-

| liam Graham Stumner, who I think

should be called the father of po-
litical . economy . in " this - country,
made long .ago on the problem,
Dr, Sumner said “The vice of all
of these schemes is that A and B
put their heads together to decide
witat’ C,shall ' be made to do for
D. I call D the forgottén man.”
I just don’t-like the idea of being
such a forgotten man, ;

'Economic Dictatorship. Requires |
i -Political Dictatorship !

i If ‘plans could be ‘devised of
such outstanding. brilliance -and
practicality - that ‘people  would
willingly follow them, then most
of the objections to planning from
above ‘could’ be' removed, But I
know, and you know,-that cannot
be done, NRA, the QPA,; in fact
nearly everything that “the. gov:
ernment has done, proves that
there will be malcontents,: dissi-
dents, chiselers, and crooks sooner
or later in every such program.
On the other hand; if plans are to

%

'3
» x

- We are pleased to announce the installation of a* ' *

bé “imposed ‘from above by a su-
perman encased in, the corporeal
habiliment of a bureaucrat, then
you must have-dictatorial powers
to make them work. You cannot
have economic dictatorship with=
out political dictatorship.
‘Planning has worked very well
in Russia—especially for the plan-
ners! Liquidation of entire classes
of ‘the population, a capital levy
of 9/10 of the liquid capital of the
country, movement of whole pop-
ulations from one .area. of the
country'to another, and other ex-
pedients ‘which .are truly repug-
nant to  the conscience. of. civi=
lized man, have made the Russian
| plans work to the extent to which
they have worked. - Yet, in spite
of their drastic enforcement, their
Standard -of . living .is still among
the lowest in the world, . ' :
- Hitler’s . plans - worked: pretty
“good” for a while, too, His firing"
squads, . gas ‘chambers, and totak
abrogation of human liberty—in
fact, his complete disregard of the
most elemental concepts of human
decency—and his planning worked
for a while, But the thousand-
year plan that he proclaimed for
the greater Reich: fell before the
overwhelming assault of the eco~
nomic might of a‘ nation which

———

has always stood for planning at
\the'bottom_-—not at the top.’ i

Great Britain is another object
lesson of the futility- of plannin
from above. :'A Labor member of :
* .. (Continued on page 35)
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DIRECT PRIVATE WIRE = ::

to our correspondent

O’BRIAN, MITCHELL & CO.
LIBERTY BANK BUILDING '
 BUFFALO 2, N. Y.
W, E. HUTTON & (0.
ESTABLISHED 1886

Members New York Stock Exchange
and other leading exchanges

UNDERWRITERS + BROKERS + DEA'LERSA j

NEW YORK
- Philadelphia, Pa.
Dayton, Ohio * Lexington, Ky.

Baltimore, Md, -

CINCINNATI
Boston, Mass.
Easton, Pa. * Portland, Me. *

- We are‘pleaSed to announce!
Mr. Robert H. McCrar'y
formerly vice president of

McCrary, Dearth & Co.
Des Moines-, Ia.

has become associated with this
~ company

-BATEMAN, EICHLER & Co.
453 SOUTH-SPRING ST. - LOS ANGELES 13 TRINITY 2291
PASADENA: 28 NORTH GARFIELD AVENUE: -+ SYCAMORE 3-1145

HOLLYWOOD: 215 EQUITABLE BUILDING
California’

MEMBERS LOS ANGELES STOCK EXCHANGE

,HO)I}YW.OOD 3971

MR~ H. B.

A direct private v;iro to
'REYNOLDS & CO.

 We are pleased to announce that

has joined our organization
iﬁ citargé of private placement of term léans
SILLS, MINTON & COMPANY

INCORPORATED
Members Chicago Stock Exchange

Members New York Stock Exchange 5
New York Curb and other Leading Exchanges

LAROCCA

209 South La Salle Street
Chigago 4, Illinois
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~What About Money and Cred:t"

By M. 8. SZYMCZAK*

Member, Board of Governors of the Federal Reserve System

Reserve Board member states inflationary pressures, based on tax cuts and renewed military prepa-
rations, continue strong; and nonessential bank credit should be restrained. Asserts need for authority
to increase bank reserve requirements,

The economic situation in which we find ourselves today'is indeed difficult. Instead
of the happy security we hoped to enjoy after the war, we are beset with fears, confusions,
and discouragement. We are dangerously close to a process of turning around and head-

ing back
the 'direction
from  which
we just came.

During’ the

past winter|

we were mak-

ing noticeable

- headway in

the  fight

against

inflation. Al-

though " the

underlying

economic . sit-

‘uation ' con-

y . tinued to " be

M. S. Szymczak " pasically ~ in-

* flationary,

there were 51gns that the pres-

sures of an under-supply of goods

and - an 'over-supply of money

~were undergoing gradual cumu-
lative abatement,

-On the side of production, the|

routput  of - goods was ' not only
holdmg up -at ‘maximum- levels,
but in some areas was catching
up with demand, ' Crop prospects
in the world at large were encour=
aging and the fall in the prices of
foods and other agricultural prod-
ucts was a desirable, corrective
readjustment. = The program of
world-aid recovery, then under
consideration, seemed to hold
promise of providing ‘an effec-
tive basis on which to reestablish
lasting peace,

Recent Monetary Developments

On - the monetary ' side, fiscal
and monetary policies were hay-
ing significant. restrictive effects.
The money  supply, though. still

excessive, was being. sharply: re-{

duced by the Treasury’s ‘seasonal
surplus of tax receipts’over ' ex-
penditures and by accelerated
retirement of public debt held by
the Federal Reserve Banks and
commercial = banks, = There had
been some rise - in’ interest rates
during the fall and early’ winter
in response to tightening, credit
conditions.. At that juncture, the
government bank supervisory: au-
thorities launched efforts to dis-
courage further - expansion . of
bank credit, and ‘these efforts
were . strongly - reinforced by a
nationwide program of voluntary
restraint - by the  banking fra-
ternity, Finally, the credit situ-
ation was effected restrictively by
successive ' Federal Reserve  ac-
tions: first, the lowering of sup-
Pport levels for government secur-
ity prices at the end of December;
second, the rise in discount rates

*An address by Gov.'Szymezak
before Alabama Bankers ' Asso-
dﬁtion, Birmingham,  May 7
1948. : ;

in<®

‘securities” fell: by " $1%%

early in January; and, third, the
moderate increase in reserve re-
quirements for - banks in New
York and Chicago in February.
Despite a large inflow of gold,
a heavy seasonal return of cur-
rency from circulation and large
sales of government securities by
non-bank investors to the Federal
Reserve. during  winter months,
fiscal ' and" monetary * operations
kept. bank reserves under un-
slackened restraint, * Federal Re-
serve holdings of government
billion.
The combined effect of fiscal and
monetary operations, too, was to
reduce the total money supply by
nearly $4 billion. Considering all

‘of the circumstances, this was a

notable ' anti-inflationgry accom-
plishment,

Government Budget 'Outiook

In view of these salutary de-
velopments, it came to be widely
hoped that inflationary pressures
were finally under control and
that taxes could be safely reduced.
The response of Congress to: this
belief 'was a general- reduction,
taking away about $5 billion per
annum from the revenue of the
government and adding this sum
to the annual purchasing power of
the publie, The effect of this ac-
tion was to'eliminate any further
budgetary. surplus and any. anti-
inflationary restraint the surplus

might have had on bank credit
expansion, while at the same timz
unleashing new inflationary pres-
sures: through larger purchasing
power. 2

While Congress, was acting upon
a tax program ‘and a program of
\world aid, the international situ-
ation commence d to display
alarming - portents—especially in
Czechoslovakia and in  Berlin.
These portents put an entirely
new face on our international po-
sition, ' They produced a program
of renewed military preparation
that promises before it is com-
pleted to add billions to the Fed-
‘eral budget. -In undertaking such
a preparedness program, we must
remember that our recently en-
acted program of world aid for
the coming ‘year is only a part of
a larger program covering several
years,. It is, so to speak, a first
instalment. I wish. to under-
score this fact.” It means that we
are adding “expanded = military
preparedness on top of an already
heavy budgetary load.  We may
shortly . be. confronted - by  bud-
getary ' deficits; in fact; we may
have some budget deficit as early
as ' this ‘coming: fiscal.year.. And
this is only the beginning of de-

velopments for which no terminaj

cies. Lifo accounting -basis

] FOR BROKER DEALERS ONLY

THE OKONITE COMPANY

1947 earnings approxlmate $53.11. per: llnre efore - $9 26 .

.+ per. share reserve for inventories - and other contmgen-

Available at less than three times earnings ]

Data on request

- 120 Brba_dyvay,' NCﬁ.Yorlt' s g

used for: part..of ‘inventory.

itized for FRASER
L frasersttouisfed.org/

point, as.a matter of stark realism,
can now be set.

The elimination of the govern-
ment’s budgetary surplus and the
prospect ‘of . imminent . budgetary
deficits strike the economy before
the fight against postwar infla-
tion has been decisively won
Prices of many products are still
very high in comparison with pre-
war and wartime levels, and many
;ommodity service prices, includ-
ing wages, are still advancing. The
total money supply, while reduced
from last fall, continues redund-
ant in relation to the output of
goods,  and the public’s $250 bil-
lion stock of available purchasing
power—currency,. bank deposits,
and government . securities—re-
mains excessively  large.  Sus-

.| tained - high levels .of ‘production

and employment, which are likely,
will generate high levels of con-
sumer - income, . but ' supplies - of
goods for final consumption must
be diminished by amounts re-
quired for foreign aid, for mili-
tary preparedness, and for domes-
tic capital maintenance and ex-
pansion,

Prospective Bank Credit
Expansion

These conditions present a pic-
ture "of continuing . inflationary
pressures, They also add up to a
strong possibility that the financ-
ing needs of the Federal Govern-
ment, together with those of busi-
ness, State and local governments,
home owners, and consumers, w.lj
exceed the supply of available
savings. 4 This possibility \implies |,
a large “demand for financing
through' the banks, repeating the
type of bank credit development
which occurred last year. @ Re-
newed expansion of bank credit
and money could only result in
accentuating our  inflationary
pressures,

The commercial banks could
readily accommodate any amount
of demand for further bank credit
expansion, In all likelihood, bank
reserves will be increased some-
what by an inflow of gold from
foreign sources, and also by such
purchases of government securi-
ties from non-bank 'investors as
the "Federal Reserve may make
for the purpose of maintaining an
orderly market. ' Finally, commer-
cial banks, though obliged to sell
some government securities in re-
cent-months, still hold about $66
pillion of such:investments which
are readily convertible-at the dis-

cretion of banks . into'. reserves, |’

And ‘as reserves from‘these vari-
ous ' sources .expand, -they: ‘make
possible, for. the banking: system
as a whole a six-to-one:inflation-
ary’ expansion of bank-credit and
deposits,

Faced with these prospects, fur-
ther bank:credit expansion, which
will  add . to - our:existing super-
fluity of money and liquid -assets,
will ‘be verydifficult to- keep vin
check. ' We must probably resign
ourselves to somercredit .expan-
sion; 'we should “certainly -take
every  precaution, - however, . 'to
keep it:within the .bounds of the
essential.

of ‘bank credit’ required by our

current program.of national pre-

paredness-and world- aid.. This
means. of course, priority for the

bank ‘financing of production re-
lated to these . programs and-alsc
for the financing of any govern-
ment deficits that may result, It
means, too, a rigorous avoidance
of bank credit expansion:for non-
(Continued on -page 28)

I suggest as a criterion|.
of what is essential the expansion| -

\

Dealer-Broker Investment
Recommendations and Literature

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

Alexander Graham Bell—Illus-
trated biographical brochure  is-
sued in tribute on the 100th anni-
versary of his birth—American
Telephone & Telegraph Co., 195
Broadway, New York 7, N. Y

Common Stock Program for In-
vestors — Suggested -portfolio—G.
H. Walker & Co., 1 Wall Street,
New York 5, N. Y.

Dividend  Records—List of 25
investment = issues  with ' 50-year
dividend records—Bond & Good-
win, Inec., 63 Wall Street New
York 5, N.Y,

Stocks—Comparison of earnings
of principal issues for 1947—Laird,
Bissell & Meeds, 120 Broadway,
New York 5, N.'Y.

First Seventeen Years, The—A
History of the Investment Men of
Texas ,1930-1947—Issued by. the
Texas Group of  the Investment
Bankers Association—Copies may
be obtained  through ‘James &
Stayart, Inc., First National Bank
Building, Dallas, Tex. ',

Insurance and Bank Stock Eval-
uator—Comparative analysis of 70
insurance companies and 38 banks
—Dempsey-Tegeler &  Co., 210
West Seventh Street, Los Angeles
14, Calif.

Also available is a summary on
Firemen’s Insurance Company of
Newark.

Insurance Stock Analyzer —
Comparative tabulation—Geyer &
Co., ' Inc.,- 67 Wall Street, New
York 5, N. Y.

1‘Market—Memorandum on situa-
tion—Stanley - Heller & Co., 30
Pine Street, New York 5, N. Y.

Mining Highlights — Leaflet on
several mining issues traded in
the 'Northwest—R. E. Nelson &
Co., 725 West Sprague Avenue,
Spokane, Wash.

Public Utility Securities—Mem-
orandum on investment ‘status in
current issue of “Fortnightly In-
vestment Letter”—H. Hentz & Co.,
60 Beaver Street, New York 4,
N. Y

Also in the same issue are data
on Allis Chalmers Manufacturing
Co. and Delaware, Lackawanna &
Western Obligations, In the firm’s
“Fortmghtly Financial - & - Eco-
nomic Review” there is a study of

pany.

Railroad Developments — Cur-
rent developments-in-the industry
—Vilas & Hickey, 49 Wall Street
New York 5 N. Y Z
: Amerlcan Machlnery Corp.
Circular—Gordon Graves & Co

Buffalo Bolt Co.—Data—Buck-|.
ley Securities Corp., 1420 Walout :

Street, Philadelphia 2, Pa.

mouth . Steel Corporation, - Black |
Sivalls- & - Bryson, and Seminole
Oil & Gas. -

Coca-Cola Company — Data:on
first quarterly report for- 1948— |
Clement A. Evans- & Company;
Inc., First National Bank Build-
ing, Atlanta 3, Ga.

Delhi 0il Corporatmn—Memo-
randum—John B. Dunbar & Co.,
634 South Spring Street, Los An-
geles 14, Calif.

on Berkshire Fine Spinning As-
sociates, %

Fire and Casualty Insurance |

Tide Water Associated Oil Com-

30 Broad Street New York 4 N Y,,_ ]

Also available are data onPorts- |

'Also available is a memorandum |-

Allen B. DuMont Laboratories,
Inc. — Analytical circular — Hay-
den, Stone & Co., 25 Broad Street,
New York.4, N, Y. v

Glidden Company — Memoran-
dum—A. M. Kidder & Co., 1 Wall
Street, New York 5, N,'Y,

International Detrola Corpora~
tion — Review and appraisal —
Kalb, Voorhis & Co., 25 Broad
Street, New York 5, N. Y.

Kellogg Company — Memoran-
dum—DMoreland & Co., Penobscot
Building, Detroit 26, Mich,

Lehigh Valley Railway of N. Y.
—Memorandum ‘in ' current issue
of “Railroad and. Other Quota-
tions”—B. W. Pizzini & Co., 25
Broad Street, New York 4, N, Y. .,

Lima Hamilton - Corporation —
Analysis’  and = opinion — Harris,
Upham - & Co.,~ 14 Wall Street,
New York 5, N. Y.

Also avallable is-an: analysxs of ..
U. 8. Pipe & Foundry Company.

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

Also available is an ana]ysls of
Wisconsin ' Power & nght Com-
pany.

Northwest Airlines, Inc.——Spe«hv
cial review—John H. Lewis & Co.,
63 Wall Street New York 5, N. Y

0Oil  Exploration Co.—fData—
Comstock & Co., 231 South La
Salle Street, Chicago 4, Ill

Okonite Company — Data . for
broker-dealers only—J. W, Gould |
%Iz CS?., 120 Broadway, New York 5,

Public National Bank & Trust
Co.—Analysis—C. E. Unterberg &
Co., 61 Broadway, New York 6,
N. Y

Also available is an analysis of
Winters & Crampton Corp.

Paul D. Speer Now Witk
A. C. Allyn in Chicage

(Special to THE FINANCIAL CHRONICLE)
CHICAGO ILL.—Paul D. Speer
hasbecome
associated
with A.C, Al-
lyn & Co.,10¢
West .- Monroe
' Street. He wag’
“formerly with:
_First - Califor-.
.mnig’ Co..and
-conducted his*
w n* invest~

]

Sons ' Co. ..in
-Chicago,: '-: -

A. M., K‘dder Co. Adds

.. (Svecial to “THE *FINANCIAL' CHRONICLE). * 77 7

TAMPA FLA.—Karl Kreher'is’

‘.Paul D Speer .

| with- A, M. Kldder &  Co;, 506

Florida Avenue.

‘With John L. Ahbe Co.

. (Special {0 ‘THE FINANCIAL CHRONICLE) '* -

PALM BEACH, FLA.—Lee C.
Shepard, Jr. is with John L.’ Ahbe
& . Company; 251-A Worth Ave.

King Merritt Co. Adds - :

(Special to TrHE FiNaNciAL  CHRONICLE) - .

CHICAGO, - ILL:—0Oscar ~ L.
Lewis is now -with ng Merritt
& Co., Inc. Hiing
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AROUND OUR TOWN - byConEd .

805 NEW YORK—ITS ' ™ ,
GROWING ALLTHE TIME. TO KEEP b IN NEWYORK 2. WE SPENT
: UP WITH ITS NEEDS, WE ADDED U =t Y #76 MILLION.LAST YEAR :
= ] NEW.TURBINES, NEW 6AS WORKS, NEW [ IV ‘ AND WILL SPEND #zso MILLION‘
, We HAD 70 RAISE - STEAM PLANTS AND MILES OF NEW ! :
THE ROOF OF THIS PLANT , MAINS AND CABLES IN 1947 i
TO PUT IN TWO NEW BOILERS
—8 STORIES HIGH ! : . - YDU SURE HAVE
e o a ;e " FAITH IN THE
- FUTURE!

ITS OUR JoB '7'0
. SEE THAT EVERYONE

: ‘ ' GAS AND STEAM so FAR
‘ & L—"" <\ DX\n AS WERE ABLE :
l‘| : i ¥ i —

e o
\L REPORTS TO YOU
How We Met the Challenge of 194;

All production records were broken for electricity and gas to meet our = . = Statistically, here's where each dollar we took m ;
customers’ needs. During one hour—from 4:30 to 5:30. P. M. on Decem- went to: : »
ber 23 —the amount of current generated in our plants was within 5%

of our capac1ty ) ¥:1e Iook’m .e‘.' R ke
is was used:

To meet increasing demands of the future, we stepped up the big- AR as,zse,ooo*. 26.2%
gest construction program in our history, calling for expendltur&s of For bkes Filus i L o e 0001 20,6%
some $280,000,000 within the next four years. For fuel—coal and oil ... .. 70,549,000 . . 21.0%

* Revenues reflected the record output: up 7%. But our payroll For materials and outside .
topped $100,000,000 for the first time, This, together with rising prices Sarvices b Sl
of fuel and materials, increased our costs by 17% —or more than double F°:::i':,::::'°? s Pam an ; 32,199,000 . . 9.6%
the income gain. There was a net loss on gas operations for the System For infract on g term T,

amounting to $3,500,000. . ; debt and other costs . . . .. 13,442,000 .. 4.0%

A total of 23 different kinds of taxes applicable to this Company took o N S taroor g
more than 20 cents out of every dollar you paid us for service. The For divi ol S e ! : :
- greater share—nearly $34,000,000 (up more than $2,300,000 over the —t0 124,038 stockholders. . 18,362,000 . . 5.5%
- year before)—went to New York City and Westchester localities (not - For surplus—for investments in : ‘
: onstruction and other ;
including N. V. C. Sales Tar), :::;rsc. ST S 003,408,000 400 001.0%
Our complete Annual Report for 1947 is available on requwt For : T U I oo
your free copy, write Consolidated Edison, 4 Irving Place, N.Y.3,N.Y. employees engaged in new. construction,

. $336,377,000 . . 100% '

29,849,000 . . 8.9%

i
+

T his is a reproduction in a smaller size of an advertzsement in Neuts Ybr/e Gity Wéwspapers the' weelz of May 10.

.

lbitized for FRASER
dp://fraser.stlouigfed.org/
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Tllinois Brevities
An issue of $66,500,000 City of Chicago 1% % and 2% % various
purpose bonds was publicly offered on May 6 by a nationwide group

+ of underwriters,
cluding, among others:

headed by Bankers Trust Co., of New York and in-
A, C. Allyn & Co., Ine., The Illinois Co., Stifel,

. Nicolaus & Co., Inc., A.
& Co. Inc., William Blair & Co,,
Bacon, Whipple & Co., Martin,

* Burns ' & Corbett, Inc., Kebbon,
McCormick & Co., Detmer & Co.,
Cruttenden & Co., John W, Clark,

Oil Exploration Company

4 successful oil wells haye been
completed fn Tatums Pield, Carter
County,  Oklahoma, and 1 discovery
well in Clay County, Texas, by Wich~
fta River Oil Corporation within the
last 90 days.

0il Exploration Company owns 51.25%
of the outstanding capital stock of
Wiehita River Oil Corporation. - -
Continued drilling activity should
produce further successes in these
locations and also in the  Doyle,
Cruce, and Sholem Alechem Fields, in
Stephens County, Oklahoma, where
Wichita River Oil Corporation owns
producing properties. 3
il - Exploration * Company common
stock  is traded in the over-the-

counter market. -

Approximate Market $6

COMSTOCK & CO.

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

Central Public Utility
: - Corp.
Income 5Y;~~1952

Chicago, North Shore &

Milwaukee Railway
Common Stock

Brailsford & Co.

208 S. La Salle Street

CHICAGO 4

Tel. State 9868 1 CG 95

— TRADING MARKETS —

Central Illinois
Public Service Co.
Common
Wisconsin Power
& Light Co.

Common

WilliamA.Fuller & Co.
Members of Chicago Stock Exchange
209 S. La Salle Street* Chicago 4

Tel, Dearborn 5600 Tele, CG 146

Serving Investment Dealers

We specialize exclusively in under~

writing and distribution ‘of securities,

providing investmént dealers with' at-.
tractive issues for their clients, Main-
taining ne retail -department. of  our

own, we compete in mno. way. with

dealers, but serve them  exclusively.

Correspondence invited,

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

lzowser
Central Paper
5 .. Common :
Detroit Harvester
Common
Portsmouth Steel
v k ‘Common
- Metals Distintegrating

Common

STRAUS & BLOSSER

Members New York Stock Ezchange
Members Chicago Stock Ezchange

- Associate Member New York Curb

138 Bouth La Salle 8t., Chicago 8, 1,

G. Becker®

Inc, and Sills, Minton & Co., Inc,,
all of Chicago. The bonds were
awarded to the group following a
competitive sale on May 5 on a
bid that resulted in a net interest
cost of 2.215%. i

A total of $2,000,000 of 1%4%
bonds are priced from a yield
of 19 to the optional date for-
those redeemable in 1949 to a
price. of 96 for the 1958 ma-
turity; another $3,500,000  of
1%% bonds are priced from a
yield of 1.159, to the optional
date for those redeemable in
1950 to a price of 9815 for the
1956 maturity; a third group
consisting of $31,000,000 of 115%
non-callable bonds are -priced
from a yield of 0.909%, for those
due in 1949 to a yield of 2.35%"
for those maturing in 1966; and
‘the remaining, $30,000,000 com-
prises 214 % bonds priced from’
a yield of 19 to the optional
date for -those redeemable- in
1949 to a price of 9814 for the
1968 maturity, :

“The 'sale included $15,000,000
2% % slum clearance bonds, $15,-
000,000 2% % ' rehousing ' bonds,
$12,750,000 1%, 9% airport bonds,
$7,500,000 112 % sewer bonds, $3,-
500,000 1%2%  slum clearance
bends, . $3,000,000 1% % ' super--
hiehway bonds, $1,800,000 1% %
police and firedepartmentbuilding
ponds,-$1,500,000 115 %: street- and
alley reconstruction and improve-
ment bonds, $1,500,000 115 % elec-
tric street lighting system bonds,
$1,500,000 1% % fire department
equipment bonds, $1,050,000 1% %

Tel, ANDover 5700 . Tele. CG 650-651

waste disposal equipment bonds,
$700,000 11 % -playground bonds,
$500,000 1% % police department
equipment bonds . and = $200,000
1% % city garage and repair shops
bonds. o £
el 5w .
. On May 5, the following Chi-
cago investment houses partici-.
pated in the public offering of
800,000 shares of Sunray Oil
Corp. 4% %  cumulative con-
vertible preferred stock, series
B, at par ($25 per share): A, C.
“Allyn & Co., Inc., Ames, Eme-
rich & Co., Inc., Bacon, Whipple
& Co., A. G. Becker & Co., Inc.,
H. M. Byllesby & - Co." (Inc.),
Julien Collins' & Co., Crutten- ,
den & Co., Paul H. Davis & Co.,
“Démpseéy & Co., Detmer & Co,,
Farwell, Chapman" & Co., r=-
ris, Hall & Co. (Inc.), Holley,
‘Ddyton & Gernon, Kebbon, Mc-
- Cormick & Co., Mullaney, Wells
& Co., Alfred O’Gara & Co,,
"Rogers & Tracy, Inc.'and Straus
& Blosser, The net proceeds will
, be added to the general funds of
the corporation. ; !

*® £

Net sales of United Wa.llpapef,
Inc. and domestic subsidiaries
~ for the nine mqnths ended March-

" 31, 1948 were 39,676,342, com-
pared with $15,800,762 for the"
corresponding period in the pre--
ceding fiscal year, according to
William H. Yates, President. Net
profits before taxes were $233,~
188 ~and - $98,340 -after  taxes,
against $2,453,801 and $1,499,047,
respectively, for the nine months
ended -March 31, 1947, Net earn-
ings per common . share -are
equivalent to 3 cents, compared
with $1.21 the year before, *

] % %4
Harris, Hall & Co. (Inc.), Julien
Collins & Co. and The Illinois Co.
also participated on' May 4 in what
was the largest financing opera-
tion by a member of the Bell Tel-
ephone ‘System . so far this year
when an ' issue “of  $100,000,000

Southwestern Bell Telephone. Co.

35-year 3% % debentures due May

1, 1983 was oversubscribed. The

offering price was 102% and in-

terest.” Approximately $95,000,000
of the net proceeds will be used to
repay -advances from American

Telephone & Telegraph*Co. and

the balance toward the require-

ments of Southwestern’s construc-

tion program. l

3 % "

Salomon - Bros. &  Hutzler,
members of the New York Stock
Exchange, on’ April. 28 publicly
offered and sold at 100 and in~-
terest $35,000,000 ‘of debentures
of Swift ‘& Co., "viz:$25,000,000
of 25-year 2% Y debentures due
May 1, 1973 and $10,000,000 of
serial ~debentures bearing .in-
terest . at rates ranging from
1.45% for the 1949 maturity to
2.559, for the 1958 maturity. The
net proceeds will be used to fi«
nance necessary plant rehabili-
tation, replacements and addi-
tions, as well as for additions to
working ‘capital, -

PR R

On April 27, another group of
underwriters, - including,” among
others, Paul H, Davis & Co., H. M.
Byllesby & Co., Inc., Dempsey &
Co., Enyart, Van Camp & Co.; Inc,

4 and Straus & Blosser, publicly of-

fered ' 350,000 'shares of - Moore~
Handley Hardware Co., Inc. (Bir-
mingham,: Ala.)  common " stock
(par $1) at $9 per share, for ac-
count of selling stockholders,

3 L3 L3 %

Libby, McNeill & Libby, Chi-
cago, for the year ended Feb. 28,
1948 reported sales of $145,370,616,
as against $127,110,575 in the pre-
vious fiscal year. Earnings.from
the past year’s operations amount-
ed to $5,366,394, or $1.48 per share,
compared with $4,935,083, or $1.36
per share; for the year ended Feb.
28, 1947.7 In addition, there were
in the year ended Feb, 28, 1948
non-recurring profits of $1,132,939,
principally from the sale of three
milk condenseries. Current assets

at the close of the year.amounted

to $55,869,546, while current lia-
bilities  were $15,095,157.
i * *
Cruttenden & Co., Straus &
Blosser, Holley, Dayton & Ger=
non and F. S. Yantis & Co. Inc.,

on April 27 participated in the

PUBLIC UTILITY COMMON ST OCKS

Black Hills Power & Light Company . -
Central Arizona Light & Power Company
Central Illinois Electric & Gas Company .
Gulf Public Service Company
Indiana Gas,& Water Company
. Yowa Public Service Company - .. . . ..
- Lake Superior District. Power Company |
.. Michigan Gas & Electric Company - '@ '
Michigan Public Service Company FAE
*Minnesota Power & Light Company
Missouri Utilities Company o
Ppblic Service- Company: of Indiana, Inc,
Sioux City Gas & Electric Company -
Southwestern Public Service Company
Texas Public Service Company
Tide Water Power Company
Tucson Gas Electric Light and Power Company

*Prospectus Available - +

ACALLYN#=>COMPANY

Incorporated

¥ ;.,;.Chicazm New York . Bost

g i

o Milwaul

‘public offering of an issue of

293,077 shares.of M and M Wood
. Working = Co. .{(Ore.),- ‘capital
‘stock {(par $5) at $17.3714 per .

share, = .. ‘ i

: e % % % b

- Including among the investment
bankers which on May 6 publicly
offered: 150,000 shares of Idaho
Power. Co,” common stock (par
$20)-at $31.50. per share ,were A,
G. Becker & Co. Inc., Central Re-
public . Co. (Inc.) and Kebbon,
McCormick & Co. The: net:pro-
ceeds, together with the proceeds
from the private sale of an issue
of $10,000,000 of first mortgage
bonds, are to be used to pay for
construction, ete, :

, I THEE B ]

The Greyhound Corp., Chicago,
arinounces that it had 25,264 stock-
holders- of record in March, 1948,
an - increase of 26.4% over the
19,991 stockholders in March of
the previous- year. Consolidated
net profit after taxes for the year
1947 applicable to the stock of the
corporation was: $17,243,563, com-
pared with.$19,934,933 for the year
1946.. Such net income is equiva-
lent, after deducting . preferred
dividend : requirements, to $1.82
a share on 9,330,090 shares of com-
mon stock outstanding at the end
of 1947 after giving effect to the
three-for-one stock split in June,
1947, This compared with $2.11 a
share on the same basis:for the
preceding year.. Current assets at
the close of 1947 totaled $62,535,-
763, as'against current liabilitiss
of $38,756,665, :

% #

... A, G. Bécker & Co. Inc. and
Central  Républic - Co. (Inc.)
were also among those which
offered on April 14 an issue of
139,739 shares of Public Service
Co. of New Hampshire common
stock ' (par $10) at $23.75 per
share,

=

# *

A. G. Becker & Co. Inc, also
on ~April 22, together with
others, publicly offered $30,000,-
000 Consolidated Natural Gas
1Co. 234 9 debentures due April .
.1, 1968 at 10034 and interest,

% # #

Sills, Minton & Co. Inc. also
participated on April 22 in the
public. offering 'of the following
securities of Georgia-Pacific Ply-
wood & Lumber Co. (formerly
Georgia Hardwood Lumber Co.)
for the account of Equitable Secu-
rities Corp., A. C. Allyn & Co,,
Inc. and Clement A. Evans & Co.,
Inc.; 69,500 shares of $1 converti-
ble cumulative preferred stock of
no par value at $23 per share and
dividends and 10,425 shares of
common stock (par $1) at $23 per
share, ;

#® L3 £

Earnings of Signode Steel Strap-
ping Co., Chicago, in 1947 were at
the record figure of $930,771, 41%
more than in 1946, and more than
twice those of the best prewar
year,  Sales and operating rev-
enues were $13,345,113, 36% more
than 1946 and more than three
times' those of any prewar year.
Earnings for 1947 were equivalent
'to $2.18 per share, as against $1.43
in 1946.
' & £3 %

On April 28 a group of invest-
ment bankers headed by Halsey,..
Stuart & Co. Inc.; and including,
among -others, William Blair &
Co., Dempsey & Co., The Illinois
Co., Mullaney, Wells & Co, and

F. 8. Yantis & Co., Inc., pub- .
licly offered $14,000,000 of Wis<
consin Michigan Power Co. first
mortgage 39, bonds due 1978 at
1007 and interest. The net pro-
ceeds are to be used to redeem:
$12,500,000 of first morigage
33 % bonds due 1961 at 10214
on or about June 1,.1948,-to re-:
pay $200,000 of bank loans, and
the balance added to the general’
funds of the company. . §
On the same “date, another
underwriting group headed by’
Halsey, Stuart & Co. Inc., pub-!
licly ~offered = $4,833,000. first' -
mortgage 3% bonds due June 1,
1978 of The Union Terminal Co.,'
Dallas, . Texas, at 100:and in-!
terest.. - . msd
i ; LU ;
On April. 22, an underwriting -
syndicate - headed by . Halsey,
Stuart & Co. Inc. and including,
among others, A: G. Becker & Co.
Inc,, Julien Collins. & Co. and
Dempsey & Co., publicly offered -
$12,000,000 - Gulf - States . Utilities
Co. first mortgage 3% bonds, due
April 1, 1978, at-101% and inter<
est. The net proceeds are to be
used to pay $4,500,000 short-term
notes and :the. balance:to finance
a portion of the utility. company’s
1948 construction requirements, ’

# # *

Halsey, Stuart & Co. Inc., as
sole underwriter, publicly offer-
ed on April 13 $2,000,000 Texas’
Power & Light Co. first mort-
gage 3% bonds, due April 1,
1978, at 10134 and interest, and
on May 5 an issue of $5,500,000
New York State Electric & Gas
Corp. first mortgage 39 bonds,
due April 1, 1978, at 10034 and
interest. ey

L3 % ]

Mason, Moran & Co. also par-
ticipated in' the" offering to' the
public ‘on " April 13" of 500,000
shares of Shareholders’ Trust of
Boston, par $1, at prices’ ranging
from $20.41 to' $20.83: pet share,
This Trust, organized in Massa-
chusetts on March 13, 1948, is a
diversified open-end investment
company.

s % # #

Another hation-wide group of
underwriters on April 13 publicly
offered 200,000 shares of 4% cu-
mulative preferred stock of The
Solvay American - Corp. at par
($100 per share) and dividends.
The following Chicago houses par=
ticipated: A. G. Becker & Co. Inc,,
William Blair & Co., Julien Col-
ling & Co. and Harris, Hall & Co,

(Inc.). e

Mullaney, Wells ‘& Co. on
April 8 also participated in an
offering to the public of 65,000
shares of Oklahoma Gas &
Electric Co. 514 9% cumulative
preferred ‘stock (par $100) at
$104 per share and dividends,

L% * *

The following Chicago bankers
also participated in the public of«
fering on April’22 of 450,000 addi-
tional shares of Detroit Edison Co.
capital stock (par $20). at $20.50
per share . (which was oversub-
scribed): Harris, Hall & Co. (Inc.),
William Blair & Co., The Illinois
Co., Mason, Moran & Co., and F.
S. Yantis & Co., Inc.. They were
offered .for. the account of the
American Light and Traction' Co.,

| which-on Feb. 9, 1948 owned 934;-

971 shares -of Detroit' Edison Co,
stock. : ki
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Foreign Securities '

ZIPPIN & COMPANY

Specialists in Foreign Securities

208 S. La Salle St.,
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 Grounds. lor
‘V‘Ophmlsm

By ROGER W. BABSON
eporting ~ on “result " of : trip
through -mid-West,” Mr. Babson |
i finds all groups in new and better |
* mood and hopefyl for continued
i heavy production. Sees need for
: more capital and says price of .
{ prosperity .is ‘more. savmgt and
{ more- productivity.

I have today returned from
{rip throughout the great Central
i West—the “Magie Circle” of Amer+
‘jca. During the winter in.Florida,
I was rather blue due to the waste
and indifference that I saw there.
On St Patrick’s Day, however, I
) héard a message of courage and

55 decision
broadcast ..
“the world " by

" .our Chief Ex-{ "

ecutive ‘and
Commander-
;in-Chief of
.our armed
“forces..-If this
“‘has aroused
theU. S, Al to
. ‘new’ purpose
.and, produc-~

tivityagit].
‘aroused me,] -

~good times for
¢ Roger Babson: years ‘are
“possible’—
Prov1ded We can mateh our new-
found faith’ with a proportionate
output of goodwill—and goods!

Good Times *“Possible”
" Readers of this column will re-

call that repeatedly-I have{ -

| the . economic; truth . that
|| period - of prosperity people will
‘1 noet-- be - content ~with'a mere

tovf"

the next few |

' retailer, from Mame to California;
- | from Moscow - U.S,8.R.. to'; Wash~
|ington,.D, C.:: -

| Whe Among Qs Are‘“Produ,cers”"

Another thing: We must accept
ina

| “something to eat.” Alert and in-

formed ‘families will . ask ~more
about: the nutritional. values 'of

| the soils where their ; goods, are
/| grown. . Hence,
| housewives ‘of -the “fifties” will
| become students of the prineiple
.| that_good.foods originate in good
¢ | soils. The agriculture of the ‘fif-

ties” will tend ‘toward .a’combine

I predict - that

of engineering and organic'chem-
istry. Then there are hundreds of

1mpm:tant new mventmns ,ready

to come on-the market. - ("
The ‘day . is dawmng when we

shaIl classify  as “producers” ot |-

conly farmers manifacturers and

miners—but- all ‘who. apply. integ~

.| rity and ability to the betterment

of .the -country. “Producers” ‘are
thosewho. unite. to produce * sui-
perior goods and/or serviees ' af
efficient. costs.'They, with the
help. of the_teachers and preachers |
are the hope of America.

Price of Prosperity? Producinv:ty'

Yes, I-now, feel that more good |
years are possible, . but'.like.. sa
many other good things, they.are
to be “had’ only if ‘we are-willing |

to pay, the price. Lookmg forward |
to the potential prosperity of the |,
the price-tag- is |
letters for all to|
read.. It says: We all must pro-|

nineteen-fifties
bold”

duce more and save more, Here,
then "is the: .neighborly ' advice
which I.am giving:—and trying to
take ‘myself.

Do not "look * backward’ upon

thmgs - as-they - were, - however
precious. the memories, nor
struggle- to keep thmgs—as—they—
are.* Rather;
| create new hlghs in living stand-

ards, 'including standards both |.

,matenal and spiritual. Work and

faith- arethe first and  fihal se-
| curities, | If . -we put: those., First.

ithings first, the nineteen-fifties
can be good to ug'all and we can
forget “boom ' and: bust” for
‘athl].e at least "

* Joins Otls Co. Staff
(Speelal to Tae :Pmmcu,[. CHropcLE)
CINCINNATI OHIO--Spéncer

W.. Cunningham-has become- con-
‘necteq with Otis & Co., Terminal
Tower." He 'was" previously with

ithe - Ohio ' State Dmsxon of Se-?

,cuntles =

“let’s ~all’ "unite ~to-

Waller Devlin Joins
Dempsey -Tegeler Co.

- (Special to. THE FINANOIAL CaponicLe),
"LOS ANGELES, CALIF —Wal«
ter. E. Devlin has become - asso-
ciated with Dempsey-Tegeler &
Co.; 2100 West' Seventh - Street,
meraberg of the principal natmnal
stock exchanges. Mr. Deviin was
formerly Vice-President. of Con-
rad, Bruce & Co., in charge ‘of the
Los Angeles office.

Bums Aids Fund Dm(e

» James' F. Burns, Jr., Harrm,
Upham & Co., is Chalrmaq of the
committee- soliciting Wall Street;

‘firms and employee groups in the

Greater - New York Fund’s 1948
campalgn

8 B

A New Nume for 0 PUBI.IC SERVICE

Wlth the approval of |ts stockholders, the name of

Columbiq Gas & Electrlc Corporatlon has been changed to

3l

‘stressed, if preduction fails® to|- - -

keep pace with demand, all of us
‘could be caught up in a tornado of
Anflation—the vieious *‘boom-and
“bust” 'spiral.’ Furthermore,. the
.threat of communism’:and. other
storm-clouds had .also' darkened
our -outlook for-the nearby nine-
teen-fifties, Therefore, I had been
_distressed’ for sometime by the
#takexit- easy” attitude “of’ our
people

i My trxp ‘of the past few weeks
has “changed ' my . attitude ' and
‘strengthened ‘my ‘faith.' I’ found
that President Truman—with that
$peech—pepped up-the-entire na-
tion. I' found . farmers, - ranchers,
merehants; manfacturers and e¢ven
hard-boiled bankers in a new and

better mood. They—Ilike myself-— |
are’ more * hopeful than for two |

’years {
-~Need of More Capltal

I am heartily in accord with the |
growing’ conviction that a great |
derhand-of the period next ahead| '~

will“ be a. universal . desire- and

peed for capital, Not even the im- |

- penetrable Iron Curtain can con=|
ceal the fact that Russians, Amer- |
icans and -all -other d1v1s10ns of |
the globe are. subject to the same |,

TH

E COI.UMBIA

GAS SYS'I'EM INC

Since the Corporation -di,vestea)-itse'lf» of its.
electrical properties under the provisions
of the’ Public Utilities- Holding Company
= Act, the new name ‘bécomes more descnp--
‘tive: of the System s functions im public |

SCL‘V ICC.

The Coxporatxm and its operatmg sub-‘
sidiaries have long been known, unoﬁicmlly, .
as the COLUMBIA GAS SYSTEM. Now,
'with the formal approval at the Annual

Stockholders Meeting on Apnl 29th at
Wnlmmgton, Delaware, the new corporate'

title becomes oﬂ"lcxal

{(ton Law! Namely: People cannot | g

eep, on forever: consuming |
and/or exporting more than they |

produce, It. is the old axiom of |’

“Root, hog,:or die.” It matters
Ixttle in .what part of the world

,you sét the pig trough. ‘Yet capitat | .

‘cannot .be, manufaetured by your
‘Jocal- banker. It must be. 'saved
by you and me. , .

Hencé, in-this. old—new world, nf ;
ours : today, we have- the ironie |;
sitization that the UNITED States; |’
(the- UNITED - Kingdom and. the |,
i US.S.R., tomorrow will be -united i

(m thelr common need for capital.

i How on . earth .is humanity - — |i
{whether East or.West—to, get this |
" this lifeblood... of - the [:

| éapital;
i World’s economie future?” Only by

‘éll of us producmg more than we |
: consume, and allowing the surplus |
ta accumulate Everyoue in-bugi=] '~
.ness ‘these / days is-in.the same| '’

boat eager to get more -capital; in-

one form .or another, It . is- the e
\€omimon story, from wholesaler tal"y =

COLUMBIA

i
1

3 ¢ " o
l l: .

!
i
'
e i
J
i
1
|

" SYSTEM -

*
*

'llu M-nufqdur,u Ught and Heqi Compuny 4
‘Atlgntic Seqbogrd Corparq'm Eastern Pipe Line Company - Virginia Gas Distribution Corporation Big Marsh Oil Company

o

29

"COLUMBIA GAS SYSTEM serves-
+ 1,000,000 homes, busiqesses and-in--" 7
- dustries with natural gas directly . .

through its own distribution lines,

"and.'another 800,000 -customers. -
o through wholesale deltveries to

ington, D. C., Cincinnati and Day-
tog, Ohio, Last.year the System de- s
livered 251 bzllzon cublc feet of gas
'th:dﬁgh some 31, 000 mxles of trans-

.mission,and dlStl‘lbuthl’l lines, The -
System is even now preparing to de- i
liver by 1950 in excess of 300 billion '
vt cubxc feet of natural gas annually

-

*

'I'HE CQI.UMBIA GAS SYSTEM, INC.

The oMo Fuel Gas Compcny Unlfed Fuel Gas Company

Vll’sllill Gas 'mnsmlmen Corporation * Central Kenfycky Nolorcl Gos Compnny th_ural Gas Company of West Virginia

" Cumberland and Al.ltgh‘ny Gas Cunpcny
: Honw Gas Compqny "7 The l(eyscone Gas Company, Inc, ;

Pt

i Ilmon Gusqlim & Qll quporaﬁou

Amere ch Uhliﬂes Compuny

Binglmmioq Gas Works

Gettysburg Gas Corporation
.. The Prosi,n 0|I Company
i Virgmum Gasolino & Oll Compuny ;

lgitized for FRASER
{p:i/frasér.stlouisfed.org/
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“ Bank and Insurance Stocks
By E. A. VAN DEUSEN’ ‘ ’

. - 'This Week — Bank Stocks

The outlook for bank operating earnirigs in 1948 is 'considere'd
zenerally favorable, according o members of the executive council
»f the American Bankers Association in session -during:April at
rench Lick Springs, as reported in the press. The basis for' this
»pinioa lies in the anticipated rise to 1% % for Treasury Certificates
'n June or July of this year. It is'reported, furthermore, that many
bankers believe that the Treasury should, over a period of months,
sermit the rate-on its 12-month certificates to go to 1%2%, -Opinion
also leans to the belief that returns on loans are likely to continue
upward, the rate on prime paper in New York City possibly advanc-
.ng from the prevailing 1% % to 2.0%.

On, the other hand, operating expenses are still rising, and
security profits will not improve, in fact may deteriorate. On bal~
ance, however, it appears that net operating earnings will in many
instances show betterment over 1947, though the:experienecs of
individual banks will vary, and many will not ‘cqnfgrm to thg pattern,

The bank stock market seems to share this. opinion, for New
York City bank stocks, as measured by the American Banker Index,
have advanced 7.4% since the first of the year against a fractional

~ gain of only 0.3% by the general market as measured by the Dow
Jones Industrial ' Average, as follows:
Date—

Dec. 31, 1947
May = 6, 1948

Dow Jones
Industrials

+ 181,.16%
40.7 181.65

Gain 7.4% 0.3%
The comparative movements of individual New York: City bank
stocks over the period have been as follows:
X L Asked Pric
-Dec. 31, 1;4?7 May 6, 1948
2534 " . 257
- 355 343
39 42Y -
11

American
Banker

37.9%

Q
=3
1<y
=
o

N

Bank of Manhattan

Bank of New York & Fifth Ave.
Bankers Trust

Brooklyn Trust

Central Hanover

Chase National

Chemical Bank & Trust
Commercial National
Continental Bank: & Trust

Corn Exchange

First National

Guaranty Trust -

Irving Trust : o
Kings County Trust. .coccicmaaaa
Manufacturers Trust

Morgan, J. P

National City

New York Trust

Public National

U. S. Trust

:"AVERAGE OF 20 :
1 AVERAGE OF 19 (exclusive of Continental
{ . 'The action ‘of Continental’s’ stock, in response to the planned
purchase by Chemical at book-value plus one dollar, is abnormal and
distorts the index and the average, ‘When excluded, the average
appreciation -of 19 stocks is 3.0% compared with the index rise of
7.4%, but this more moderate rise is still approximately ten times
the percent gain of the Dow Jones industrials,

9134
36
1%
41’

1613
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We have prepared a

Comparison of Farnings
of principal ~ = "
Fira an Casualty
Insurance Stocks for 1947
Copy.on Request ] o 3T

Laird, Bissell & Meeds

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

NEW JERSEY
- SECURITIES:

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

As of additional interest, the

Boston—
First National
Merchants, National
National Shawmut
Second National «..

 Average --
Philadelphig—
Central Pennsylvania National...
Corn Exchange :
First National
Girard Trust Sty :
Pennsylvania Co. for Banking....

. Average
. Chicago—, '

Continental Illinois Bank & Trust
First National -pmeweemen .

Average'

Detroit— - i
Manufacturers National
National Bank of Detroit

Average:
San Francisco—
Bank . of America

totals of a year ago, being reporied
compared. with $21,240,549,000 for

market action of bank stocks in

.cities other than New York is also shown, as follows: o
: Dec. 31,1947 ~ May 6, 1948

50%
330 -
26%
130

37
45
35
4275
34%

= Qe
iy -y
o

AR
S

83
218
335

. 585

U1+ |+ 31+

e o

o

e
32%

47% 43%

Reverting to New York City banks, total demand deposits of the
Clearing House banks are:running approximately 2%-* below the

at $20,660,693,000 for May 6, 1948,
May 8, 1947. :

However, total lcans and investments of New York City Federal

Reserve Member banks ‘are 3.8% higher than a year ago, and are
reported at $19,033,000,000 for the week of May 5, 1948 against
$18,331,000,000 for the week of May 7, 1947. Itemized, the changes are
as follows: ;
(In millions of dollars)

Loang— : :

Brokers and Dealers
Securities

Rea] Estate

Banks

Commercial and 'Agricultural
Other Loans

Total Loans

Investments—
Treasury Bills
Treasury Certificates -
Treasury Notes ____.
U. S. Bonds

May 7,47 May 5, '48 ~————Change——m—
604 664 -+ 60

259 230 29
76 124 - 4 48
71 154+ 77
4,004 5,047 = +1,043
574 764 4 190

5724 6,983 41,259

126.0%

+22.0%

117 1,180
861
554

8,358

10,953
1,097

41,063
— 288
— 182
—1,191

11,551
1,056

— 598
+ 41

12,607 . 12,050  — 557

Total Loans & Investments . 18,331 19,033 4 702 .+ 3.89%
It will be observed that holdings of Governments have dropped
4.8%: it is also interesting to note that Treasury Bills are higher by
over $1 billion, whereas U, S. bonds are lower by approximately the
same amount. The significant increase ‘in'earning ‘assets ‘has beeu
in the category of commercial loans'which are ‘up by $1,043,000,000
or 26.0%, despite a slow decline during the past few months; a'trend
which is likely to:'be reversed ere long under the influence of the
Marshall Plan requirements and the military procurement program.

Total U. S. Governments_..
Other. Securities

Total. Investments

WHOLESALE MARKETS IN - .
BANK and INSURANCE STOCKS

pe
INCORPORATED :
NEW YORK 8: 67 Wall Strect:.
WHITEHALL 30782 NY 1-2878
BOSTON 9 CHICAGO 4 LOS ANGELES 14
10PostOffice Square 231 5. LaSalle Sireet 210 West Seventh Street
HUbbard 2-0650 * * - FRAnklin 7535 Michigan 2837 Yukon 6-2332
BS-297 ©6-105 - LA-1086 SF573
PRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO, .
OLEVELAND, PHILADELPHIA, ST, LOUIS, LOS ANGELES, S8AN FRANCISCO. . :

TELEPHONES TO: Hartford, Enterprise 6011 Portland, Enterprise 7008
‘Providence, Enterprise 7008 Detrolt, Enterprise 6066

SAN FRANCISCO 4
Russ Building |

New Type of Airline Financing Announced

A new tyve of airline financing is currently being undertaken
by Trans Caribbean Air Cargo Lines and their underwriters, Gear-
hart & Co., Inc. of New-York.  This type'of financing was suggested
in principle by the Congressional Air Policy Committee.

The. company: is. offering today®
(May 13) an Equipment Trust is-
sue ‘secured by a four-engine
Douglas D.C.-4 (45 passenger) air-
craft. This financing is of a type
similar in' most respects to that
which'the railroads have used so
successfully over a long period of
years -in - financing - the purchase
of ‘their equipment.~ Mr. O. Roy
Chalk, President of the company,
expressed, the eopinion that with
the growth of aviation now in full
stride the' achievements of the
railroads could be equalled by air
transport companies. .’ :

Specifically, Trans Caribbean is
offering 'an ‘issue of $150,000 7%
Equipment Trust Certificates due
in three years. . The issue will be
secured by -a Douglas D.C.-4 plane
recently ‘purchased for $225,000.
Title to the plane.will rest.with
the Colonial Trust Co. of New
York ‘as trustee, under the “Phila-
delphia Plan.” “ The trust property
would be fully.insured to the ex-
tent of $250.000 as well as covered
by other risks.. Trans Caribbean
would agree. to pay. the trustee
$5,250 per month until maturity.
This cost of $5,250 per month is

said to compare with the present

S

leasing._rates for. similar, equip-!

ment of more than double that
figure and ‘'would thus effect a
considerable monthly saving for
the company.

The company, in addition to un-
conditionally - guaranteeing . the
certificates, is also considering the
adoption of a unique feature which
differs in one .respect from the
customary railroad equipment is-
sues in that the certificates would
also 'be convertible into common
stock at $2 per share.

The company’s annual statement
for 1947 showed net income, be-
fore depreciation, of $216,343; and
net after all charges and taxes of
$61,060. Gross revenues for 1947
were $1,756,625 as compared with
$791,434 for 1946,

Paine, : Webber Co. Adds

Paine,Webber, Jackson & Cur-
tis .- announce . that ' Arthur . M.
Moody . has: become associated
with the firm as registered repre-
sentative in its uptown office, 745
Fifth Avenue, New York City.
Mr. Moody was formerly with the
investment counsel firm of Doug-
las T. Johnston & Co., before
which he was trust officer .of the
Union .Trust.Co., Providence, R.I.

Robert W. Baird & Co.
To Be Formed in Milw.

- MILWAUKEE, ‘WIS, — Robert
W. Baird & Co. will be formed as

of May 18 with offices at 110 East

Robert W. Baird ¢ Ludlow F. North . ;

Wisconsin Avenue. The new firm
will be members of the New York
and Chicago Stock Exchanges.
Partners will be Robert W. Baird,
William H. Brand, G. Harold Pfau,
Ludlow F, North, Lee C. Rasey,
Clarence ' A. Bickel, Richard J.
White, Alan- C. Hackworthy,
Clyde L, Reed, Newman L. Dunne,
J. Garrett Kamerling and Frieda
Mueller, = Mr, North, who is a
member of the Chicago Exchange,
will also hold the firm’s member-
ship on the New York Stock Ex-
change, acquiring the membership
held by the late Neville G, Hig-
ham, 5

Members of the new firm were
al] formerly of the Wisconsin Co.

The name of ' the - Wisconsin
Company, which will be an:af-
filiate corporation of the new Ex=
change firm, ‘will be changed to
Robert . W. Baird . &' Co.,” Incor-
porated. Mr, Baird ‘stated 'that
the purpose back of the changes
is “the desire to give better and
more complete . service to  Wis=
consin investors.” e

The Wisconsin Company was
originally formed on Jan. 1, 1920
as a separate corporation follow-
ing the merger in 1919 of the old
First National and Wisconsin Na-
tional Banks into the First' Wis~
consin National. The union of the
banks created a bond department
which was handling such a volume
of business that it was decided 1o
set: up a separate 'corporation.
When the Federal government in
1934 required banks to relinquish
their securities affiliates, the com-
pany to make its separation’ from
the bank clear, changed its name
to: Securities Company of Mil~
waukee, which subsequently was
changed to the Wisconsin Com=
pany. G

Jos. McManus & Co. ‘IG,
Be Members of NYSE

Joseph McManus & Co., 3%
Broadway, New York City, mem=-
bers of the New York Curb Ex-
change, will also become mem-=
bers of the New York Stock Ex-
change on May 18, when Joseph
V. McManus will acquire the Ex-
change ' membership of  the 'late
Paul’ Pryibil.  Other partners/in
the firm are Michael J. Heaney,
Matthew A. McManus’and Frank
L. Walin, o . :}: z s

BRI Oy

McMullen, Park & Hard
™ ' > t?

To Be Formed in NYG:

McMullen, Park & Hard will.be
formed as of June 1 with offices
at 120 Broadway, New. York, City,
to conduct an investment business;
Partners of the firm, which wi
hold membership in the New Yark
Stock Exchange, will be Joseph
H. McMullen, " Joseph .F... Park,
Frederick Bourne Hard, the Ex-
change member; Henry J. Laut,
Paul ‘Immo Gulden, John: C. Litt_
and.James H. Curtin.i- Mr.. Me-
Mullen, Mr. Hard and Mr. Laut
.were formerly partners in W. R.
K: Taylor; & Coy's ¢\ 0" Ty
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By JOSEPH M. DODGE*

The Banks and the 5@“9"‘;“'_{ ‘

President, American Bankers Associatit;xi
h g - .. President, The Detroit Bank el
. ABA Presidtjnt states banking business cannot be operated in terms -
of profit -philesophy : of other private enterprises and- its manage-

, ment. must recognize obligations to balance of economy. Hails .| -

.. Bankers Association’s anti-inflation, or credit control program, as
- successful attempt to solve economic issue without law or govern:
i J 7 'ment regulations, IS
It is not my intention today to go into’ detail on the ‘American
Bankers_ Association credit control program. You have had a’ great
deal of information about it.through your meetings, through the mail,
in the newspapers; and. in -other ‘publications," I will only emphasize
; .. . some aspects®

of it—in terms
of -general
2 principles—
.which we
; should all un-
-derstand - and
‘:keep  before
us:
‘Before .do-
ing-that I
y“want’ to’ ex=
press ‘my ap-
- preciation - to
you. collec-
‘tively and in-
dividually  for
the prompt
and . effective
program has

Joseph M. Dodge

#Jay in which the

- been activated at the State and

local levels. The State officers
and - secretaries, without excep-
tion, have given a magnificent ex-
ample of cooperation. . With the
members, they proved once again
why the American Bankers Asso-
ciation is without an equal as an
effective national trade Associa-
tion. The reception of the pro-
gram by the bankers themselves,
by the ‘Government, and by the
public. generally has been much
more favorable than we had ever
expected. ‘What you have done
has already greatly added to the
National prestige of your business
and your Association. :

_ Credit-Restraining Aims
Advanced

. I think the prineipal . accom~

plishment of our. anti-inflation
program has been to bring to a
focus and general attention a
problem  which - was giving in-
‘creasing  concern to every banker
who was thinking about his busi-
mess and his country. . It gave
them reason to act along the lines
they: realized was necessary  un-
der the circumstances with Na-
tional support, and not merely
@as individuals. You undoubtedly
know the statistical results have
been extremely satisfactory as the
Iarge increase in bank loans, pre-
dicted for the first quarter of 1948,
has not occurred.

. As a matter of fact, with the
forecast of a large budget cash
surplus, the break in. the com-
modity market and the slow down

 in lending, less than two months

ago it looked as though the infla-
tionary situation was pretty much

‘under control and had. at least

begun to stabilize. But, since that
time there has been a series of
mnew factors introduced. Now there
are freely expressed fears of a
continued and. mounting inflation
and some Government authorities

- claim- that the prospect for fur-

ther inflation is greater than ever.
‘] T Washington the Joint Com-=-
mittee of the Congress on the

onofirici Report has ‘been hold-
" hearings on a proposal for
additionali:controls” over - bank
Iending and investment. - The pro-+
posals. recently made go beyond
thosé'’'6f “last  November, - Some
thing' new' has been added, in the
form ‘of’'a’ required extra 10%
cash'reserve on demand ‘deposits
and an extra 4% cash reserve on
time deposits for all members: of

the Federal Reserve System.: It is
estimated. that this, with the re-
serves Twhich"can' be increased in

*An addféés .by\ Mr, bo&gé be:-
fore Missouri Bankers' Ass’n, St.

Louis, May 4, 1948." *
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‘sults;

the Central Reserve Cities,. could

be used toraise the cash reservere-

quirements of the banks some $12
billion.  This is in .addition: to. the
so-called : “special reserve plan”
which . would apply to all commer-~
cial banks and require another
reserve of 'cash. or . short-term
Governments of :25% of demand
deposits and 10% of time deposits.
On a' maximum  basis that 'would
effectively . make - the - country
banks 50%, the Reserve : City

‘Banks:55% and the Central Re-

serve City Banks 60% liquid in
terms of cash and short Govern-
ments related to demand deposits.

Straitjacket Opposed

The arguments for- and  the
much better arguments against
these proposals have already been
published and I do not intend to
discuss them here. ‘I only want
to emphasize that any proposal
to put a straitjacket of Govern-
ment regulation on the banks and
the . ‘borrowers of the  country
should ' be resisted as vigorously
by the borrowers as - the banks.
The free flow of sound and pro-
ductive credit for necessary. pur-
poses is essential to'the effective
functioning of the economy onits
present level of activity.  The
easiest way to stifle or cripple our
present tremendous production is
with Government interference or

-| controls. Blanket restrictions will

inevitably create as many  ineq-
uities and difficulties in places
where credit is needed and should
be available as they will restrain
any possible improper or extrava-
gent use elsewhere and any gen-
eral freezing of credit availability
might have unwanted adverse re-
I .am sure. the bankers of
the country can be depended upon
to . exercise appropriate caution
and restraint in meeting varying
local situations and needs which
could not be properly served un-
der inflexible Government regu-
lations or limitations. ;

The Pro-Inflation Arguments

The contention that inflation
has a new lease on life and more
Government controls are needed
is “based on the tax reduction
which it is estimated will take
about $5 billion from Government
revenues  and 'thereby add it to
spending power; the passage -of
the - Economic  Cooperation Act
providing for the spending of $5,~
300,000,000 in grants and . credits
for European aid; an additional ap~
propriation for military prepared-
ness. of $3 billion; an. increase in
the armed forces which will draw
from the potential labor. supply
and. possible - military  aid. to
Europe in the form of a new lend
lease.

1t is said that these factors will
have 'such an adverse effect on
Government revenues .and @ ex-
penditures that there will not be
the expected surplus of Govern-
ment  Revenues. to- keep pressure
on the banks by a continuous and
substantial retirement of market-
able debt. ' A surplus could . be
used to pull money. out of the
economy and these programs will
directly contribute to-inflation by
putting more money info it, per-
haps. leaving available’less goods
forhcg)nsumption in .an economy

(Continued on page 39)

of ‘the .Ceun-

‘By DEXTER M. KEEZER* -

* (2003 13

' Toward a Stable Economy g 4

++ Director, Department of Economics, McGraw-Hill Publishing Co., Inic,

W Busines.s, economist maintains both purchasing power for consumers and sufficient funds for: capital .-
goo_ds-‘mduttr’iérue’ necessary for balanced economy. Looks for trouble in sustaining employment in
" capital goods industries, alleviated  somewhat by recent tax reduction. Predicts lower food and: cloth-

L hiial - ing prices in face of stable or rising industrial prices. - . ‘ 9
~+ - I believe that passage of the Employment Act of 1946 and its creation of the President’s
Councﬂ'of Economic Advisers will come to be seen as a major turning point’ in- American
economic-and political history.: ‘The historical turning point which I think the creation

cil "will be

seen- to’ mark

is -that' of '

making the

basic - test of

economic ‘pol-’

icy the answer :.

to. the ' ques-~ -

tion; “Will -it:

work?” rather -

than'the

question, " “Is -

it righteous?”

That, ' to:- my

mind, is @ a-

major - change :

in the focus- - pexter M. Keezer

ing of eco- : !

nomic- thinking and analysis.
At any rate, it brings me to

what I take to be our assignment

this ‘evening, ' “To" Discuss' Fully

*An address by Mr, Keezer be-
fore N. Y. Chapter of American
Statistical Ass’n, New York City,
May 6, 1948, ;

'of Inflation or Depression.”

the Essentials for a Balance Be-

| |tween Wages, Prices' and Profits

That- Will Maintain - Satisfactory
Employment and-Avoid the Evils

It goes without saying, I trust,
that T know how to: do this, and

i that, given an unobstructed field,

I would polish off the subject with

‘| complete finality. : Not being here

alone, however, I feel under com-
pulsion ‘to- share the opportunity,

.jand do some picking and choosing

among the manifold aspects of the
subject. . Hence I shall concentrate
on a few parts of the problem of
stabilizing = consumer ' purchasing
power, as well ‘as' the power to
finance new plant and equipment,

As to what constitutes “satis-
factory employment,” I assume that
it has something in common with
“full employment,” as defined by
Professor A. G. B. Fisher in his
book on the “International Im-
plications of Full Employment.”
With ' something less than. com-

plete statistical . precision,” but
with what I find a gratifying sense’
of political and social realism, he
defined full employment as the

-|level of employment which -will

not- - “provoke an - inconvenient
restlessness among the electorate.”:

Definitions of ' Full Employment
"My concept of “satisfactory em-
ployment”- involves another non-
statistical element. . It is employ-
ment which involves no impair-
ment of what I' technically term
the “right to squawk.” :
Luckily, I -‘have never been
forced to test the suspicion by
starvation, but I suspect that I
personally value the right to
squawk quite as much as the right
to eat, at least to eat too much.
Any employment won by sacrifice
of that right would not be satis-
factory, no matter how rewarding
it might be in material terms.
.. It is my observation that when

(Continued on page 34) -

Preferential creditors:
National -Bank

BANQUE DE LA SOCIETE GENERALE DE BELGIQUE

Societe Anonyme

3, Montagne du Parc, Brussels, Belgium. .

STATEMENT OF CONDITION

31st December 1947 |

LIABILITIES

Exigible:
Fr.

- Other “creditors

Balance with other Bankers:

16.766.816,73 :

Aceeptances

Balance with Branches and Affiliations (1)

1,

Other short term lishilities

Deposits and current aceounts:
a) ' demand deposits and up {0 a month's notice 16.622.799.898,33
b)  time deposits at 1 month's notice or more_..

Amounts callable on subscribed shares and paiticipations

Creditors for Bills in course of collection

402.247.052,03

16.766.816,73
713.839.644,76
189.985.131,37
530.708.511,53

1.466.105.816,11 18,

Svndry liabilities ..

A Iy

porarily blocked:

Share capital

a) demand deposits and up to a month's notice
b) time deposits at 1 month's notice or more_.

Special Liabilities (2):

2.784.133.863,53
37.158.209,20 2.

224,298.211,63 21.968.€45.371,61

435.692.231,57

088.905 714,44 )

366.202.057,50

821.892,172,73 2.821.892.172,73

Capital Accounts:

Legal Reserve Fund

Available Reserve Fund

Provision for War Damages

Reserve constituted by reevaluation of Securities Portfollo.

500.000.000,—

50.000.000,~—
370.497.006,24
179.502.993,76

Year’s 1947 profit

Balance brought forward from 1946..-

Balance of Profit and Loss Account:

(1) - Affillated Banks,

7 26,045,325,—

1 144,353.675,42

1.126.045.325,—

3.450.28¢8,20
1417.803.963,62

(2)  Blocked balances originated from th2 Monetary Reform of October 1944,
43,8275 Belgian francs equal § U, 8. 1.— i

1+ 26.064.3°6 832,96

o et e

Call- Money

Cash, Balance with the National Bank and Post Office (a/c department).

ASSETS .

Available: Asszets: *

Balance with other Bankers.

Other short term assets

Balance with Branches and Affiliations. (1)

Bills in Portfolio:
a) Commercial bills:

2,655.250.329,63

tional Bank

b) 'Treasury Bills rediscountable with the Na-

4.275.800.606,—

Bank up to 95%

€) . Treasury -Bills -negotiable with the National

8.721.000.000,— | 15.

Loahs against securities

labilities. 1.

C

Sundry " debtors

Securities: - :
). Legal reserve

3.
50.000.000,—

Bank shares

./ Belgian : Government, - securities
Foreign Government_ securities

1.300.960.291,97
136.623.060,—
535.897.971,—

e) Other securities
Sundry assels

" 230.132.036,— . 2.

1.032.389.570,06

52.506.522,54 - 25.964.686.830,96

413.000.000,— .
644.239.748,94
273.132.567,36
443.150,722,31

652.050,329,63 .

20%.241.930,97
530.708.511 53
481.563.616,65

OV

253.613.298,97

Bank ‘premises ... s

"1y Affitiated Banks,

: Shares in real-estate subsidiary companies
Loans’to real-estate subsidiary companieéal

79.700.000— )
51 AT o

LMATIA%9.700. ‘oz.'-—.

BOOY o0t gisa® baeiired
t10) sahqresn Jlosts(

ST G701i261064.386.832,06 . 1 ¢
4307 ealfTgTITA e S
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Railroad

Securities

¢ As had been apparent to those close to the sxtuatlon for some
time, opposing interests in the New York, Chicago & St. Louis nego-
tiations were unable to arrive at any mutually satisfactory stock re-

capitalization plan.

This, failure, -along with the decision-to-abandon

' efforts to merge the . controlled®

Wheeling & Lgke Erie, was an-
nounced last week. 1t is obvious
that no merger could be consum-
mated unless a stock recapitaliza-
tion éliminating dividend arrears
on the \Nickel Plate preferred
could be\worked out. It is now
proposed that instead of merging
the-two roads Nickel Plate will
operate the subsidiary under a
long term lease.

' Both the preferred and common
stocks of New: York; Chicago &
St, Louis were under considerable
pressure following announeement
of the change in plans. In the case
of the common stock this was not
surprising. Over: the:long term
the developments should be fav-
wrable to the junior equity. Pay-
ment of the dividend arrears in
cash from current earnings rather
than' through an - exchange of
stocks will prevent dilution of the
present  common, - Nevertheless,
payment of the preférred divi-
dend accrua]s will ‘be a formid-
able job, ' Even with a continua-
tion of present high traffic and
earhings lévels it will take ‘quite a
few ‘years, “during ‘which' period
the common will obviously be un-
able to get any dividends, In their
. present mood investors are not in-
clined to place their trust too far
ﬂuto the future,

| Selling of the preferred stock: is
not so easy to justify. To a con-

in the ‘first two months weather
conditions were unusually severe.
This- not: only .imposed' heavy
operating costs, but; also, in many
areas- it resulted in‘ the. closing
down of industrial plants, with &
consequent ‘1oss of potential traf-
fic. . Later, -conditions were ag-
gravated by the strike in the soft
coal fields.. In the face of such
handicaps Nickel Plate was one of
the few major Class I carriers
that was able to cut its transpor-
tation ratio in the opening quar-
ter, Apparently results in April
were also satisfactory,

:Earnings “on 'the preferred  in
recent ars have run consistently
above $20.00 -a share, one excep-
tion having been the readjustrvent
year 1946, Last year $22:68 a share
was reported For the. first quar-
ter of the current year there was
an increasé, compared with a year
earlier, of $2 43 to $8.70-a’share.
It now seems. likely that results
for the full year 1948 -may Tunas
high as-$35.00 a share ‘without ad-
justing for the projected lease of
Wheehng ‘& Lake Erie 'or, any
equity in the undlstrlbuted earn—
ings sof that company.-

Einer Nielsen to Be
J. C. Bradford Partner

NASHVILLE, TENN.—On May

giderable extent it appears to cen-
%ér -around tax considerations.
Holders had been looking forward
40 a tax-free exchange of‘secur-
fties for their back dividends of
$04.00 ‘a share, Instead, they will
xeceive  taxable © cash - dividends.
, "Two dividends of $3.00 each have
1 Yoeen declared payable July 1 and
Oct, 1, 1948, When liquidation by
liolders not ' interested: in 'large
taxable cash dividends has been
agbsorbed, and it should not be too:

substantial, rail analysts generally |
Yook for a ~resumption of the inter-|

rupted price recovery. Just prior

1b the ' announcement 'the  stock |

Had hit'the highest level reached
since 1945 when it sold at 148,

!1 Under the ‘recently annotnced
plan the compan‘y will, when it is
Justified by earnings and finances,
continue paying the regular $6.00
. dividend rate and will set aside at
Jeast 20% “of available net income
“@ach year for cash payments to-

ward - reduction - of - the “arrears. |
This available " net income will |

Invesiment Ass’n of

yepresent: the . balance remaining
wfter payment of the regular $6.00
Bnd after sinking fund appropria-
tions. Even allowing for the fact
¥hat: direct' earnings will -be -in-
«qreased materially-through lease
'of the Wheeling ‘& Lake Erie, it is

obvious.that complete hquldatlonv
of the " back dividends' by ‘this| ¥

wmethod will take a long time, In
the interiin, however, the income
weturn on the preferred-at current
l?nces will-be :very high.

| Earningswise = Nickel Plate is
domg very.well so far this year.

Railroad: operations ‘generally:
have beenadversely affected by’

a number' of outside influences;

oy

Guaranteed Stocks
Bonds
Speclal Secuntles

‘*Z’%/ ez%a

5 INCO® RATED
: l JARANTEED lAILlOAl) STOCKS-BONDS
‘ 25 Broad strnt New, York 4,-N. Y. ]
. Telephone BOwling Green 9-6400

.. Teletype, NY. 1-1063.
mzed for FRASER
X serstlouisfed.orgl, ...

18 Einer. Nielsen"will be admitted

‘ Einer* lesen %

to partnershm ind. C Bradford &
Co., 418 Union Street ‘members of |
the. New York " Btock: ‘Exchange.
Mr.- Nielsen ‘was .formerly::Vice--
Presidentof the. American. Na:
tional Bank of Nashville in charge
of the Bond Department. ;

N Y. Is New Name

and--Brokers- Assoeiation-of “NewH
York has changedits name to The'
Investment -Association. of - New
ork. ‘The change was made after
a’recent vote of -the ‘membership'|
which ' “indicated a -two-to-one
preference for-the new name, ' It
is hoped that the change will help
to distinguish: the  association 'as
an unaffiliated organization of in<
dividuals “independent ‘from -‘the
IBA and that. it will indicate the
broadened scope of the association
which™ how plang 1o include. of
continue:'as:. members those with
more than five years of invest=
ment banking or brokerage expe-
rience.  This is an enlargement of
the intent of the original associa~
tion which was formed a year ago
to ‘provide .a. common meetmg
ground for younger people in the
investment bankmg and broker-
age field.

Edward Duffy Co to Admlt
Edward J. Duffy & Co., 111

bers of the New York Stock and
Curb Exchapges, . will, admit. David

P. Reilly to partnershlp on May 20.

.| emotional :manner.

%' The Junior Investment Bankers g

Broadway, New York City, mem-= |-

[}

founded . th e/
‘enemyand
pbrought about
victory, It was
obvious 't hat
the work nec-.
essary .10 be
done could not
be accom-
plished with a
short work-
week, 'Ulele
wa,;s.not
enough man-
power, hot
| enough equip~
ment,
‘enoug h of
anything to
manufacture all of the;materials
necessary ‘with less than a 48-hour
week. Men worked on, tocling up
machines and other ~bottleneck:|;
jobs  much. longer hours.  ;With
thesz longer working hours *and
witii full employment our: nation
put millions of well-equlpped men
in the field, became the. “Arsenal
of Ucmocracy, and ‘accomplished
all - this' without importantly ve-
duciing the standard -of hvmg of
titizens generally,
‘Today we are faced with a task
somewhat comparable to that' of
winning the ‘war, a’ task vital to
the {uture : of our country.” We

; C. E. Wilson

is to continue strong ‘and ' pros-

" | perous.’, Al the same time we must

be ever ready to protect our free-
dom.’ This task requxres just ‘as |

"' much unity of purpose, jusi’ as

much energy and ‘just as’ mich

| talent ‘as*we required in winning

‘the war. It is doubtful if the job in
which we-are now engaged can be
accomplished. with-a short 'work-
week. This is a fact to which we’
should -all give sérious consrdera-
tion by appioachitig ‘the study: of
it in.'a realistic, practical. un-

is—can we win the peace w1th a

L 40-hr'ur week? 7

"This country and the world ar
badly in need of great’ quantmes
of ‘material and ‘of manufactured |
products necessary: 1o, maintain
and improve living standards and
to. pv'event 4actual;want. On, top of
this, it is becoming more and more
obvmus that great quantities qf
- | materials. and-manufactured prod-
ucts will be needed to strengthen
out national defénse and to’ n'q

plement. the Eurepean: Recover:y
Program.

“Al this- -means-an-added: load on
.the farms.-mines; mills:and fad-
tories of the natien-and this load
dsiever and-above the: productloh
we. are normally- consuming  our-
selves-{o iaintain “and 1mprowe
our *American standard’ of living,
The: situation is basmally lnfla-
tionary : in that ‘there *is:an,.in=
eréased ' demand - for - gocds and
services of all kinds. 0 00

If we-do mot increase our pld-
duction of such goods ‘and: =erv-
ices, 'we: will have 1o ¢urtail our
stmdard of living or at bast givie
up some " of the things’we ‘had
hoped to have postwar-or we will
fail 1o- make good on-a second Na=
tional Defense: Program ‘and on
our-European Recovery Progrant,
We cannot accomplish these plecés
‘of national policy by ‘simply ap-
propriating - the money
. Government spending for other
purposes. still -continues at a vex‘y
high level.. It seems to me’ tnat
the only “way we .can maintain

*Abstracted from an address by
Mr. . Wilson . before -Cleveland

|

Chamber of Commerce, April 20,
1948.

i By C. E. WILSONY* ..
! President of’ General Motors

Can We Win the Peace Wllh a 40 Hour Week"

Pomlmg to necemty -of full”’ praduchon for our- living standards, national defense, and European
; recovery, promment industrialist declares e caninot afford ever-shortened workweek. Declares work-" -
, men, must be enlightened about scarcity fallacies, - ;

It is taken for granted in time of war that everyone, without exceptlon must devote
his time, his energy and his best talents to the task in hand. During the second World
War th1s country demonstrated a unity of purpose and a w1111ngne$s to-work ‘that ' con-

must win the peace if our:nation |

“The question | W

’these high -government, expendi-
tures; agair arm our couitry with

‘our European Recovery, ‘Program
lis for all of us to work somewhat
Jonger, ‘Oniy in this way will we
‘have enough for' ourselves, espe-
‘cially for .the men and women
who, -on the farms, in the mines,
'mills ‘and factories ‘of the natlon
are jproducing all these necessary
thmgs §

Our standard of lxvmg is meas-
‘uszed by the prodaction. and .con-
‘smnption of . goods: and 'services

0.t |and ot by the price levels at

which- this exchange is made, Pro-

;paving more 1roney for the same
‘work. . ‘Money “is ‘basically -a ‘me-
‘dium . of exchange;, 4 ineasuring

If an. important .part.of our, pro-
iductiont isitobe:siphoned off for
jother purposes, unless we produce
‘more there will:be a shortage .in
rall lines:-of: the things we nded ‘in
‘our.daily: lives.. This shortage can
‘be reduced or’eliminated only by
‘greater ' physical ' ‘production » of

| goods and -services. There ‘isnc
.other way; and unless. more'fgoods-

and services are produced 1o gatis-
fy Ahe demand, prices will rise
until:gome will have to go with-
Ut iosie

Americans are ampatlent to cs _1-
tinue the progress of this mechan-~
ical” age which ' has "been  inter:
rupted by ‘two World: Wars../We
ihave: accomplished 'so much ‘as a
people-‘that - weihave learned to
expect much. We are hardly satis-
fied with our "day-‘to—day or.year=
‘by-yeéar. progress . even. ‘though
cumulativexy it /is- enormous. As

.a people it will:be hard foy us-to

recorcile’ ourselves to any reducs
tion ‘in our standard: of living“or
‘what may se¢m’ to be a step ‘back-
wards’in peacetimne; éven ‘though |
'we recoghnize the hecessity of these |
programs. <Thisdissatisfactioa has
already-led: to.a-series  of 'big

F strikes and threats of strll’es smr‘p

the war.

“This bxckermg and shotgun bar-
gaining ‘over who should 'receive |
the greater:reward for producing |

ia: shortage is lilkely-to +kill:-the

goosa - that .lays the: gelden eggs.
Since war. clouds ‘still:-hang ‘over
the: worldéand Aveiare far sfrom
having achieved world peace,~it s
time- for: Amencans 10 1eafﬂrm
their ‘confidenice in our free com=
petifive "system; ‘quit quarreling’
stop wasting ‘precious productive
houss;{and he willing: totincrease

Aproduetmn by ¢ the “only s knowr

‘tiiethod” by “which it cari be in=
creased quickly: namely, by every=
body Wm'kmg sormewhat ]onger
hotirs.:This idea: that we carihave
more only i we proﬂaco more
SeeMs 50 ‘cleat 10" ‘me that T: can’t
see-why mote ‘people o h

of “niine - on’ this tpoiat.” Hé said;
“It’s because: ‘work -ain’t ‘populat.”

Iiihe “40-hour workweek- was
soundi prewar: and 'the ~48-hour
week during the war, a 44-:or 45-
hour week -would seem- to ‘be rea-
sonabie” under: the present cir-
eunmstanceés.” ~’Such’-a - workweek
could:be eithér Y hoursa-day-for
5 days.-a -week or 8 hours a day
with' a half-day on Saturday or-a
full day eve ry other Saturday. The
simple fact ig that we still have a
big 10b ‘ahead of us.  We eahnot
get-it done‘on-a préwar: basis of
work. - We must find ways of pro=
durmg lar more than we did pre-
war.

1t ‘we would be wdlmg to tem-
porerily’ extend : out workweek

 during 1his critical postwar period

supulor .weapong and-undertake |

duction will ‘hot .be increased by |

stick by -which-accounts are kept-

it would have & good effect on
the workmen and peoples of other”
nations' where the need for pro-
duction is even greater than it is.
in our couniry. ‘In some¢ countries
the people -are workmg longer”
than they did. prewar; in others
they are not bul have shortened .
their working hours, thereby re-,
tarding: the progress of iheir na-:
tions.. In most other. countries’
workmen cannot hope for much‘
more than a bare subsistence living .
even if they.work long hours be=-.
cause they lack the high. produc=,
tive tools; and “the, effective or=:
g«amzatmn of productlon tnat
exists in our country. ..

»Smce I first made the sugges-‘
tiod ’in October, 1945, that the

a longer workweek, the sugges=
tion has .been; approved by some
‘but. violently. opposed by . others.
This - violent ‘opposition mostly
comes - from : proféssional labor
leader's -and ‘soivie pehtlcrans who'
-apparently: wish to stand’ in ‘ihe’
good :graces ‘0f prefessxoual labot. >
I-have been accused of being a re-’
actionary: and-thinking in' terms”
of ' the s 1890’s. « Some ~have: gone’
.even farther back than the:1890’s”
and termed-my- suggestmn “cave-
mai economics.” =
: Thése -reactions ‘have all- been*
.emotlonal and ‘political:and not att
‘all realistic, - for what I am’ really”
trying to ‘do is 10 improve the;
standard ' of' living". of “American;
workmen. -1 know that the 40-hour'
,week is held -out: to ‘the -average-
junion member. as-one. of Iapor’s
igreat gains obtained after years.of
ibattle with recaléiirant. employers
Actially. the® 40-hour’ week was.
only - practical’ in ‘the  immediate’

same‘employers  had. developed:
improved ‘processés - and - better
'metihods .of working and had sup=
plied- ‘the- employees . with: eim-
‘proved tools and better places in.
‘which to work, Othérwise, the 40~,
hour week would have: amounted
0.4 job ratloqlng,scheme which,
\would * have " reduted " the.’ real
standard of living of workmen.
When 1 first proposed a 45-hour,
iweels, part.of my plan was 10. in-
| crease: the ‘hourly  rate about 6%
150" that the ‘men who  worked :43
thours would mzKe as much money’

7

as tliey would have ¢a the basis. of
40 hours pius time “and: one-half
for the ‘additional five-hours.;

particular;: it-would help the hn-* %
skilled ‘and those who; dué to’ theiy o

inexperience or lack: of * ability;’
have diffictilty in making the kind.
of living . ihey: sexpect-Trom out
modern soeiéty.: by only* workmg'
40 hours a: week,
fielo" those~who did/not ‘obtain the
full ~45 ‘hours:: I. still” think th

- would bea practlcal thing to do
derstand it/ T questroned aifriend |

e Laber s ﬁaefed Cow

When the” formal, proposal wasyl “
made %o the’ 'union in 1945 the
union - leaders’ jet out’a’ terrible
blast as it seems the 40-hour week
isa “sacred cow”’' of labor. Henry:
Wallace ‘at’this time was {orecast-
ing 8,000,000 to 10,000,000; unem~
plosment and ‘was in a-way. jus=
tlfymg the spreading. of the’ work
on the New. Deal theory. of pro=
motmg scarcity.

Uaion leaders still' refuse to
take an honest look at the:pro-
posal ‘as indicated by recent edi- .
torials in unioa papers which have
been distributed to the workmen
at scme of our plants.” The awrite=
ups in these papers are distortions
of. the truth,. but. of course. sucii

(Continued on page 36)

couniry. should temporarxly adopt o

préwar:“:period - because ‘- these:  ~

at straight time for 45 hours work

“{t=would alse™ i
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EVENTS

In Investment Field '

May’'13, 1948 (St. Louis, Mo.)
Securities Traders Club of St.
Louis old-fashioned beer party at
Hyde Park Rathskeller; 'as guests

-.of Hyde Park Breweries.- :

May 13,1948 (New Yeork City)
Municipal Bond Club: of New

York luncheon meeting at the

Hotel St. George in Brooklyn.

" May. 13-14, 1948 ' (Toronto 'and
Montreal)‘
Meeting of Canadian Group of

‘Investment Bankers Association |:

(May 13
Montreal).

May 17, 1948 (Boston, Mass.) .

Meeting of New England Group
of Investment Bankers Association
-of America.’

May 20-22.. (Detroit, Mich.)
Association of Stock: Exchange

Firms  spring meeting at 'the

Book-Cadillae Hotel

May 21, 1948 (Boston, Mass.)

Bond Club ' of Boston ‘annual
field day at Dedham Country and
Polo Club,

May 22 and 22, 1947 (San Fran-
. oisco, Calif,)
» San: Francisco Bond Traders
Assocxation annual outing at

in Toronto; May ,14

Northwood L od g e, on Russian i

River.

,May 25, 1948 (White Sulphur

... - Springs, W, Va,)

) \.' Sprmg meeting of the Gover-
"+ nors-ofthe Investment Bankers
Associatxon of ‘America.’

Ma.y 28, 1948 (Pittshurgh, Pa. :
. 1. Pittsburgh. . Securities Traders
; Assoclatlon ‘Annual Outing at:the
" Shannopm Country Club:-:,

June4, 1948 (Chicago; Hl1,) -
-/ v Bond' Club- ot Chxcagq ﬂeld day
at Knollwood

June 4, 1948 (Cinclnnati, Ohio)
{2 Munlcipal Bond Dealers Groug
of Cincinnati Annual Spring Part;
at the Kenwood Country. Club..

June 4,/1948 (Los Angeles, Calif.)
{ “Bond Club of Los Angeles: first
annual-field- day at the Bel-Air
Country Club.

; June 4, 1948 (New York City) .
" _Bond Club of New York Annual
ield Day at the Sleepy Hollow
Country Club, Scarborough, N. Y.

June 11, 1948 (Atlanta, Ga.)

-Georgia Security Dealers Asso-
ciation” annual outing and dinner
at the Druid Hills Golf Club.

June 11, 1948 (Baltimore, Md.)
Bond Club of Baltimore annual
outing at the Elkridge Kennels,

June 11, 1948 (New York City)
. .Corporation Bond 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 Quting at the Char-
tiers Country Club.

June 12, 1948 (Chicago, IL.) '
“Bond  Traders Club of Chicago
Annual Golf Party at the Acacxa
Country Club.

June 18, ‘1948 (Boston, Mass)

“Municipal Bond Club of Boston
annual outing at the. Country
Club, Concord, Mass. To be pre-
ceded . by parties 'at the Hotel
Statler on the evenings. of . June
16 jand 17/ from 9:30. p.m. until
midnight.

June 18,'1948 (Philadelphia, Pa.)
/Philadelphia. Securities Associ-

ation ‘annual’ outing 'at Llanerch
Country Club, Llanerch, Pa.

June 22, 1948 (Boston, Mass.)

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

June 25, 1948 (Cleveland, th)

Bond Club of Cleveland spring

outing at Country Club.

‘June 29, 1948 (New York City) .
“ New York Stock ‘Exchange Golf

i Assoc1at10n 49th "annual golf tour-

nament at the-Winged Foot Golf
Club, Mamaroneck, N. Y:

July 9, 1948 (Philadelphia, Pa.)
Investment Traders Association |

of Philadelphia Annual Summer |
Outing at the Tavistock Country ||

Club, Haddonfleld,N J,

July 16, 1948 ‘(Teledo, Ohio)
Bond Club of : Toledo -annuat

gutmg at the Inverness Country
Club, - ]

Tuly 19-22, 1948 (Portland Oreg)

Annual Conventlon of National
Association of Securities Admin-
istrators at the Multnomah Hotel.

Nov. 15.18, 1948 (Dalas, Tex. )
National Security Traaers As0
‘fation Convention.

E. C. Baldwin WIIII
Cohu in Los Angeles

.- (Special to THE FINANCIAL CHRONICLE)

LOS ' ANGELES, CALIF, —
Eugene C. Baldwin has’ become
associated with Cohu & Co., 634
Souih Spring Street. He was for-
merly ‘Vice-President ‘of John' B.
Dunbar & Ce. Prior-thereto: he
was with Cruttenden & Co.; Sutro
& Co., and the Calrfozma Bank

{N. Y. Municipal -Bond Club”

To Hear Dr. Dunning. -

.Dr.J.R. Dunning, Professor of'

Physics, . Scientific’ Director,” Col-
umbia. Umversuy, will be guest
speaker at the Iuncheon meetmg
of 'the Mumcxpal Bond: Club of
N»w York, to be held at the Hotel

st. George, Brooklyn, at 12: 15 pm:

thay, Mav 13, His subject: will
““The- Future of Atomic
Energy n w3

The Keynesian eracle

|

LD

¢« The stock- in-trade. of all
and that the substitution of

body' “according: to his needs o
of .the mone-- .

Socialism for capitalism woul

By LUDWIG von MISES*

meig Professor at New York University |

Characterlzmg John Maynard Keynes as “new ‘prophet of mﬂahomsm," and as a neo-mercanhllst, Aus-

trian- economist criticizes. theory that  credit expanslon performs mlracle of turning stome into bread.
enies opposition to Keynes comes, only from- “vested interests of ‘scholars in the older theory,” and

{1 accuses Keynes and his followers of using rhetoric techpique in pronouncing their theories. Concludes ~ .
i - "Keynes. theones in practice have failed and that his followers : are led on by fanaticism. . [

Socialist authors is the idea that there is potential plenty

d make it possible to give to every-:

Other authors want to bring about this paradise by a reform’

tary and cred-
it 'system. As
they see’it, all
that is lackmg
is more inonéy
nd credit.
hey consider
that the  rate’
of interest is a
phenomenan
artificially
creatéd by tne
an =made
$carcuy of the
medns, of
ayment ?In
undreds,:
e ven thous-
nds, of books. and pamphlets they
assionatély blame the'“orthodox”
conomists’ for their reluctance. to
gdmm that inflationist and expan®

Ludwig von Mlsel

ionist doetrines are sound,  All
vils, théy repeat again and again,
are caused by the erroneous teach-
lngs of the “dismal, science”: of

economles and the “credit monop-
OIy” 'of the hankers and usurers,
To. unchain money from the  fet-
ers of “restrictionsism;” to- create
free: money (Freigeld 'in the ter-’

*Reprinted from the March is-

due of “Plain: Talk,” 240 Madison
! Avenue, New York 16, N. Y.

mmology of Silvio Gesell) and to
grant. cheap or even' gratuitous
credit, is the main plank in their
polltlcal platform.

Such ideas’ appeal to the unin-
formed masses. And they are very
popular with governments com-
mitted’ to a "policy of" increasing
the quantity" both of 'money in
circulation and of deposrts subJect
to check. However, the inflation-
ist- governments and parties have
not been ready to admit openly
their' endorsement of the tenets of
the inflafionists. While most coun-
tries-embarked upon inflation and
on a policy of easy money, the lit-
erary champions of inflationism
were st111 spurned -as “monetary
cranks.” Their doctrines were not
taught af the universities. :

~.John .. Maynard Keynes, eco-
nomic adviser.to the British Gov-
ernment,. is. the new prophet of
inflationism.. ;. The . “Keynesian
Revolution” consisted in the fact
that hé ‘openly. espoused. the' doc~
trines . of Silvio.- Gesell.::As' the
foremost of the British Gesellians,
Lord Keynes adopted also, the pe-
culiar messianic jargon -of - infla-
tionist literature and introduced it

|into official - documents, .. Credit

expansion, says the “Paper of the
British Experts” of April’ 8, 1943,

performs the “miracle . . . of turn-
ing ‘a stone into bread.” The
author of this document was; of
course, Keynes. Great Britain hasg
indeed traveled a long way to this
statement from Hume’s and Mill’s
views on miracles.

i . 'Keynes and the Treaty of
f Versailles

Keynes entered the polltlcal 3
scene in 1920 with his book, “The
Economic Consequences of the '
Peace.,”  He tried to prove that
the ‘sums demanded. for .repara—
tions were far in excess of what
Germany could afford to pay and
to “transfer.” The success of the
hook 'was ' overwhelming. ‘ The
propaganda machine. of the. Ger-
man nationalists, wellrentrenched

in every ‘country, was busily rep~

resenting Keynes as the world’s
most eminent economist and Great
Britain’s wisest statesman. !

i Yet.it-would be a'mistake te
blame Keynes for the suicidal for-
eign pohcy that Great Britain fol= .
lowed in “'the  interwar ™ period.
Qther forces, especially the adop-
tion' of the Marxian doctrine of
imperialism . and “capitalist war-
mongering,”. were of incompar-
ably  greater importance. in the

(Continued from page 39) .
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Lafferty Admits Denman

R. F. Lafferty & Co., 19 Rector
Street, New York City, members
of the New York Curb Exchange,
admitted Stephen W. Denman to
partnership on May 1.

Prospectus upon request from ..
your investment dealer, or from

NATIONAL SECURITIES &

RESEARCH CORPORATION
120 BROADWAY, NEW YORK 5, N. Y.

established 1928

A MUTUAL INVESTMENT FUND

- prospectus from
your investment dealer

or
'PHILADELPHIA: 2, PA,

Manhattan

Mutual Funds

By HENRY HUNT

A Repeat Business

The most successful mutual fund salesmen are those who offer
them as an investment program to build up an estate and to provide
a “living annuity.” Such a sales approach results in repeat business,
and enables the salesman to obtain with little effort a continuous
income from his established clients. It also gives the salesman more
‘time to develop new accounts,

Doug Porteous, of Herrick, Waddell & Reed, tells us that the
older shareholders of United Income Fund have made seven separate
purchases on the average. The following tabulation lists a few of the
more prolific buyers of this fund: .

Original

Amount

Invested
 $992.99
292.40
2,493.92
93.00
3,004.26
1,993.05
2,168 32
194.00
991.44
2,994.72

No. of
Repeat
Orders

39
33

Total
Amount
Invested

$45,111.69
. 56,054.83
28,849.96
6,804.54
17,606.35
18,078.81.
14,049.93
24,312.68
4241421
237,820,81
13,472.14
92,393.94
24,013.35
4,144.70
128,606.66

Date
Feb. 26, 1941

__Apr. 26, 1941

" Apr, 26,

" Apr. 5, 1941.
June 13, 1941.
June 16, 1941._
July 11,

Sept. 4,
Sept, 27,
Sept. 14,
Mar, - 9,
Dec, 28,
June 7,
June- 5,
231

.| Bullock Fund, a “growth”.fund,

by industrial construction has
been abnormally low.

“The evidence indicates that
whatever boom we may have had
has' been largely in -consumer
goods and that there is no evi-
dence that a boom in the heavy
industries is even well advanced.
As a matter of fact, production in
consumer goods appears to be at
a normal rather that at a boom
level. For example, production
of textiles and shoes is only a
rate one-sixth higher than pre-
war, although there are now 20%
more wage: earners in the coun-
try. . Personal incomes for the
first two months of this year were
higher than a year ago. - Few, if
any, deflationary forces -can be
discerned.”

Notes
During the first quarter, the

added three new stock: Aluminum
Company  of . America, DuMont,
and Minnesota Mmmg and Manu-
facturing.

As of March 31, Keystone’s B-4
reported net assets of nearly $20,~
000,000, with market value of se—
curities owned exceeding ' their
cost by $635,000,

National Investors, one of the'

Seligman group, reports that for
the eleven years ended March 31,

1948, net asset value increased’

31. 8%, including security profits
distributed. During this same pe~
riod the general level of common
stock prices as measured by the
Dow-Jones Industrial stock index
declined 4.9%. -

Wellington Fund increased its

holdings of common stocks and
other equity type securities from
53% of resources to 62% during
the first quarter.

“These Things Seemed Impor-
tant,” published by Selected In-
vestments Company, quotes from

the New York Stock Exchange’s.
“Magazine,” as follows: “Average
yields among 22 forexgn equities, '

using year-end prices ‘and divi-
dends paid in ’47 were: 12 Bntlsh
stocks '2.1%; 4 French 22%; 6
Swiss 3.2%.” :

Brown Named Head of

Fundamental Inveslor's;

Also elected President of Investment Management Fund ‘and -
Investors Managers Co.

The election of Edmund Brown, Jr., as President of Fundamental

Nov, 9,

What the Tax Cut Will Do?*

“To answer these questions,
viewed a carefully selected sample O

$24,561.18

359 $753,734.60

If the proof of ‘the pudding 1s in the eating, holders of United
Income Shares seem to find it an appealing dish.,

“What ‘will upper bracket taxpayers do w1th theu' tax savmgs"
“What can business expect as a result?

McGraw-Hill field editors inter-

of business executives earning
$15,000 a year or more; Here, for
the first time, are solid facts that
show how tax reduction- will ef-

' Bond Find

INC.

oncpeduxfrom yout Investment Dealeror

HUGHW.LONG & CO.

INCORPORAYLD

48 WALL STREET NEW YORK & N Y
105 ANGELLY CHICAGO
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(serfn 81-52-53-54)
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-TLe Keystone Company
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fect the supply of risk capital and
business incentlves These are
the results:

“(1) How much of your tax
reduction will you save,

“(2), How much 9f your tax
savings 'will you invest in

“(3) Will lower taxes lead
vou to switch some of. your
investment in bonds to
stocks? ool nliegin vl Yes 28%
+ “(4) Have you passed up an
opportunity to: invest in: a
new business in the last five
years because the return after
taxes dld not * justify ' the
riskirn il Lo oui ot ienn Yes 40%
“(5) Will lower taxes make
you ‘more inclined to take a
risk on a new business?-_Yes 80%

“(6) Have you turned down
the opportunity to take a big-
er job in the last five years
because taxes would take too
much ‘ of the: additional -in-
come ‘offered? _...:..._.. Yes13%

“(7): Do you know of actual
cases of executives who have
turned down bigger jobs or
more work because: of -
taxes? .l Il oot =Yes 38%

“(8) ‘Will lower taxes make -
you more inclined to take on

blgger JOb Tor: -more
Yes 59%

*Quoted ‘" from- . Distributors
Group’s “Imlestment News.” - "=

RUSSELL BERG FUND

INC,
- Capital S_tock

Prh:pedm on Request

INVESTMENT MANAGER.AND UNDERWRITER

Russell, Berg & Company

il Infvmmmt Counsel _,

75 Federal Street Boston

"rm,)},fﬂoxa le:n‘rx 2-9530 ey
phdoL I 3

o hozgevy »r,!

A Bostonian’s Comment

In the first quarter report to
shareholders, William' A. Parker,
President " of ' Incorporated . In-
vestors, writes as follows:

“Since the end of the war, the
American economy has continued
to offer proof that the: yitality,
resourcefulness and adaptablh&
exhibited “during the war were
not conditioned primarily on the
high emotion that is a normal con-
comitant- of an- armed struggle
for victory. ' These qualities had
deeper foundations. ' As a conse-
quence, most of the difficulties
that many people feared would be
experienced in the postwar years
have not materialized.

“The management of Incorpo-
rated Investors - continues to
maintain a fully invested position
because it remains convinced that
the outlook' for business activity
and profits more than Justlfles the
present level of stock prices. Dur-
ing the year 1947 inventories
showed  little or no increase in
physical volume, even in the soft
goods lines where it was most ex-

| pected. . ‘While there was over a
- $5 billion expansion inthe amount

| spent for-industrial equipment in
1947-over:1946, the total ‘amount
of private- investment in capital

~| goods:inereased only: from 24. 6%

to 27.8%: of 'the - gross™ national |’
product.  The pércent of gross na-
 tional product spent ‘representec:

4k A

ffio'-mm’.e.,,,,,g
'SPONSORS

Could you: use a fresh ap-
proach-in - your ‘sales' litera--
.ture? -The.undersigned . can
~write folders that sell, ‘espe-
~c1ally designed - for your

funds. 'Rates and samples of
previous work supplied on
request. Box A 513, Commer-
cial and Financial Chronicle,
25 Park Place, New York 7,
N. Y.

Investors, Inc., and Investment Management Fund, Inc.—investment
compames—and of Investors Management Company, Inc,—research
organization—has been announced by the Boards of Directors of the

three com-

: pames. . :
Since -Mr.

. Brown’s affil-
* iation” with
these : compa-
nies -in, Jan-
uary, 1947, as
Vice - Presi-
dent and Di-
rector, he has
been'  their
chief research
executive
and  directly
in charge of
portfolio
administra~
tion , of ' the
two investment companies which
have more than $40,000,000 in
assets and approximately 11,000
stockholders throughout the coun-

¢ i J
Edmund Brown, Jr.

try The research orgamzatlon;

is - affiliated . with = the" firm of

Roosevelt 'and - Sons and George’

Emlen Roosevelt is Chairman .of
the board of the corporation.

Prior to Mr. Brown’s connec-

tion with the above companies, he

had for- some years been ' Vice=
President of Lehman Corporation
and had also served as director of
research with Clark, Dodge & Co..

A graduate of Amherst College.

(A.B.) and Columbia 'University
(Ph.D.), Mr, Brown founded the
University of Richmond Business
School and later was Associate
Professor  ‘'of -Marketing at  the
University of North Carolina, He
is author of “Determinants of In-
vestment Practice” and “Market~

ing.”

“AD LIBBING”

With the assurance of a most colorful conventlon in Dallas next
November, your National Advertising Committee will soon announce .
a complete Committee that will cover all afflhates for our 1948 post-

convention Year Book.

Your Chairman, is most pleased by the acceptances of the various

Presidents of -our -affiliates to‘act

on- this.-Committee.

the various ‘economists’-and amarket:analysts’. reports=anticipating: a.
big market ‘toward-the end -of - this- year, weare: lookmg forward to -
amostsuccessfulYearBook S R Fhairdye B s

#*

% *

~“We are requestmg our entxrelmembershxp to cooperate w1th*the Bt
“Commercial -and sFinancial/ Chromcle" representattves\in ’bmldmg
"up,(advertxsmg for:eur Conventlon

In view ot s

Issue.- .e-ls‘j_ts ;:‘_;(,"ﬁ.%.u .

% 2 k k

To those who will ‘attend-the iconvention; we say:- Keep:iniming ::

1a’ sxgn on a Texas: bathmg beach
Baskmg Jo

o el e

“A«Coat>of -Tan’ Is Yours fm',*the

HAROLD B. Smlth Chamnan

.-Year Book Commlttee ‘NSTA:

'Collin, Norton & Co.

120 Broadway

; New _ York 5, N. Y.

GEORGIA SECURITY DEALERS

ASSOCIATION

The -Georgia Security Dealers Association will hold its: annual
outing ‘and.dinner at the Druid Hills Golf Club‘ on June 11,

McDaniel Lewis Co. Adds
(Special to THE FINANCIAL CHRONICLE)
GREENSBORO, N. C.— Mar-

shall ‘H. Johnson -has.been added

to the staff of McDaniel Lewis &
Co,, Jefferson Building. -

Lincoln E. McRae Adds
(Special to Tre FINANCIAL CHRONICLE)
ROCKLAND, ' ME, — Therald

Eastman has' been added .to the
staff of Lincoln:E. McRae, 449
.Maine Street.
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Observations

) (Continued from page 5) o :
©f 1927. The resulting cheap money landed both the country in the
most violent speculative orgy in its history, and, characteristically,
the planning authorities themselves in an inescapable ' dilemma.

. For during 1928 and 1929 they. found themselves torn between the
" following ‘three - conflicting motives: (1) The need to restrain the

use of credit for speculative purposes; (2) the desire not to'tighten
money in_foreign countries and not to divest them of their gold;

" and (3) the desire to keep meney available domestically at cheap

rates for legitimate business purposes.

- .

But once they had done the damage, the managers found

. it impossible to right it, mainly because it was unforeseeably.

. found impossible to keep different uses for credit segregated

in water-tight compartments. In any event, the net result of

the management efforts was indisputably that they brought

" about a holocaustic depression far worse than could otherwise
have happened.

Again in 1936 dire results from government fiscal manipulations
were seen, Federal policies of borrowing and spending, creating
a large expansion of bank deposits at second hand, coupled with
official pressure to reduce interest rates, created an over-supply of
investment and speculative funds that resulted in another violent
stock market inflation, finally culminating in the 1937 bust.

So we have seen how major attempts at central direction, how-
ever well-meaning, have had thé most unfortunate practical results.
Similarly, impossibility of forecasting has been demonstrated in the
highest places. Forgetting that Herbert Hoover now epitomizes a
legendary- tradition. of failure, and without hindsight, let us realize
that from the office of the Presidency he had unequalled facilities to
appraise - contemporary economic conditions. Yet from 1929 on,
throughout the next three years, all his policies based on the. “pros-
perity-around-the-corner” - predictions  were rendered ' completely
abortive by the incorrectness of his forecasting premise,

The Goats Are Still Parading

But only as @ Republican was President Hoover the last ‘“goat”

in interpretation and prediction. For example let us skip to the end
of World War Two to look at thoroughly logical analyses of the eco-
nomic picture gone completely wrong; then we can ponder whether
the'lcomplex elements confronting us now: are solvable any ‘more
easily.
: V-E and V-J Days were for many government economists and
other experts the signal portending a major Depression. Demobili-
zation ‘of 10 million men was viewed as a specter leading to wide-
spread ' unemployment ‘continuing that  ‘“chronic” condition of the
1930s. The previous wartime over-building of plant, over-consump-
‘tion, and expansion of inventories, were widely regarded as tse
precursor. of trouble ‘ahead.: For planners intending to take -action
on these logical presumptions there certainly could be no quarrel—
but,  unexpectedly, the Truman-ish . “depression-around-the-cor-
ner”’ didn’t materialize any more than had the Hoover-ish “prosper-
ity-around-the-corner.” The Roosevelt-ish system of “planning: it
that way” ex post facto, as he announced in the midst of the 1936-
1937 boom, is apparently the only reliable planning method.” = *

What’s “Around-the-Cofnér" Now?
Surely the future before us now, far from being simpler, is at

- an all-time. high of imponderability. On the side of the pro-

inflation elements we have such factors as tax reduction, ERP and re-
armament expenditures, with none of the prewar slack available
to satisfy the additional demand; and an early unbalanced budget
with likely Treasury borrowing from the banking system. As coun-
teraeting deflationary forces, there are the antidotes of the relative
smallness of the tax cut plus the defense outlay, their total repre-
‘senting only 3% of the nation’s. production of goods and services;
and that an unbalanced budget, if calculated on a cash basis, may
not result in’ an inflationary deficit of receipts below expenditures.

Underlying all ‘the “other imponderables is the question of the
effect on our present consumption rate of imminent slowing-down
of capital expansion, and this country’s.traditional counterbalancing
of price rises through her unrealizedly tremendous productive

capacity.
“The Visibility Is Low,” Indeed v
-'Small wonder then that such an authoritative observer as.the

‘National City Bank “Letter” cannot make up its mind, candidly

stating that the forces are pulling both ways, that the “visibility
is low,” and’that “the conclusion may reasonably be drawn. that
deflationary and inflationary forces are temporarily in balance,”
Quite similarly, even the President’s (and Mr. Keyserling’s) Council
of Economic Advisers in its last report hedged about the predomi-

‘nance of inflationary or deflationary forces; and the Administration’s

present monetary planners are in complete confusion ‘whether credit
should be expanded or contracted. Reflecting the latter quandary,
our public sees that Mr. Eccles wants to increase bank reserves at

" the same time that his Board colleague, Mr. Szymczak, is advocating
"a compromise; that the White House disapproves the former while

approving the latter; and that the Treasury Department’s “spokes-
man” maintains that far from calling for restriction of bank credit,
additional bank loans and credit will be reeded.

It is,.it 'is hoped, not necessary for the writer to reiterate that
it is not his intention in any way to belittle the abilities of any
one, but merely to prove in even the highest places, unforecastability

and hence general “unplan-ability.”

* * %

To those who seek to justify the shortcomings of planning we
strongly commend words of caution from Britain spoken by Pro-

-fessor D. H, Robertson last summer. After doubting whether demo-

cratic and totalitarian planning really differ in the quality of their
ends, or merely in the effectiveness of the means at their disposal
for achieving those ends, he asked: “And if that is the only differ-

. ence, is there not a danger that the ‘controlled economy’ will: always
.be living on the edge of a precipice—walking on a tight-rope!with

its head in a cloud of make-believe?”
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How to Fi

Republican foreign policy spokesman calls for Federal organization with. Cabinet:

By JOHN FOSTER DULLES*
U, S. Delegate to United Nations

ght the Reds

status to combat |

Communist  subversive warfare. - Maintains for. our defense we must stop Communist encirclement. Cit-
ing proverb “you cannot hit two birds-with one stome,”. asserts we must. fight the Communist Party ~
rather than the Russian State. - Favors e;posing, not legally: outlawing, the Party here. - '~ -

I shall speak of the Soviet Communist Party; of the danger it carries to our free insti~

tutions and of the measures of defense which seem to be called for.

When I speak of the

Communist Party I am speaking of something that is not the Russian State or nation. The

difference is -

not always
easy to ob-
serve for
often the same
people act’
for both State
and Party.
But the dif-
ference is real
and if we ig-
nore  it, only
great good
luck “will
bring’ us to
our desired
goal, -

There is no
necessary con-. i
nection between the Communist
Party - and | Russia. Communist
leaders had' expected that  their
first conquest would be the gov-
ernment - of ' some highly indus-
trialized country. But the advent
of the ‘World War I, the collapse
of the Czarist government and the
weakness of the Kerensky govern-
ment. gave the small communist
group in Russia an opportunity
which they boldly seized and
which they. have ruthlessly ex-
ploited. ‘

Even today, the Party in Russia

*An address by Mr. Dulles be-
fore the Bond Club of New York,
New York City, May 6, 1948.

John F. Dulles

consists of only about 5% of the
adult population. But “not a sin-
gle important, political question is
decided without guiding direction
from. the party” (Stalin). Through
that dominance of the Russian
government the Soviet branch of
the Communist Party has gained
such power and prestige that it
is accepted as the “vanguard” of
the proletariat everywhere. But,
as Stalin “has repeatedly. empha-
sized, “the Soviets _and the
Party are not one and the same
thing.” “The Party is not and
cannot be - identified with the
state power.” In fact, the Party’s
ambitions ‘run far. beyond those
of the' Russian State. Already it
has moved on to take contro{ of
several other governments, such
as Poland,. Bulgaria, Yugoslavia,
Rumania, Hungary and now
Czechoslovakia. Its breath is hot
on the necks of several other gov-
ernments. . The capital of the
newly-formed Cominform is at
Belgrade, not Moscow. Russia
could be pulverized as completely
as was Germany without dealing
a fatal blow. to the'Communist
Party.

A wise proverb says that you
cannot hit two birds with. one
stone. The Russian State and the

Communist Party are two differ-

ent birds. We could, if we wanted |

to, hit Russia as a State. We.do
not want to do that, for we have
no quarrel with the Russian na-
tion or its people. . But if we did
want .to hit Russia, the stone
would be a military -one. That
would  not hit "the ' Communist
Party where it is vulnerable, . In-
deed, in the long run, the Party
would probably be strengthened,
for communism thrives on war,
Its first great opportunity came '
out of World. War: 1." Its. second
great opportunity ' came ‘out of
World War II. If there were
World War"III, it:could’ readily
gain world-wide supremacy. X
We - ought, -therefore, to design
our Russian policies with regard "
to - whether they are to - protect
against the Russian State or th
Communist Party. ok

Russia Only a Possible Menacé
It would be a mistake to as-
sume that our most serious men-
ace comes from the Russian State
and its army and, that military
preparedness is therefore enough. -
It is, of course, possible that mil-
itary attack may  be launched
from Russia against' us or .our
friends. Because that is possible
we need to organize to meet.it.
But available evidence indicates .

that the Communist Party would
(Continued on page 36) =i
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Dean Witter & Co.
g Goldman, Sachs & Co.

Lehman Brothers

W. C. Langley & Co.
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The First Boston Corporation . -

Stone & Webster Securities Corporation

... William R. Staats Co.

800,000 Shares

($25 par value)

Blyth & Co., Inc.
Harriman Ripley & Co.

Incorporated

. This is under no circumstances to be construed as'an offering of these shares for sale, or as an offer to buy, or as a
solicitation of an offer to buy, any of suth sharés. The offer is made_only by means.of the Prospectus.

May 12, 1948

Southern California Edison Company
Preference Stock, 4.56% Convertible Series

The Preference Stock, 4.56% Convertible Series, is cumulative and
is convertible into Common Stock-of the Company at $28.50+ per
' share, taking the Preference Stock at $26.25 per share. The conver-
sion ratio is subject to adjustment as described in the Prospectus.

Price $26.25 pér share

Copies of the Prospectus may be obtained from any of the several under-
writers only in: States in which such underwriters are qualified to act as
dealers in securities and in which such Prospectus may legally be distributed.

Harris, Hall & Company
. @

ncorporated)

Glore, Forgan & Co,

Kidder, Peabody & Co.

Merrill Lynch, Pierce, Fenner & Beane

E. H. Rollins & Sons

Incorporated

Union Securities Corporation

Salomon Bros. & Hqtzler

" Weeden & Co.

Incorporated
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Canadian

Securities

= By WILLIAM J, McKAY

Despite prevxous gloomy prognostications emanating from north
of the border, the optimism of close observers here of the Canadian
e=onomie situation is now proving to be strongly founded, Notwith-
standing the complexity of Canada s exchange position and its vul-

nerability to the  impact. of ex-¢
ternal factors, the fundamental
economic strength of the Domin-
ion 'is such that only the worst
mismanagement  can prevent the
. ‘commencement of .a new  and
. ‘greater era of Canadian progress.
“"On this score there would appear
‘to be little to fear, as the char-
. acter of the Canadian people and
the proven capability. of Domin-
fon leadership are unquestioned.
"~ Not only are the tremendous nat-
wural resources of Canada continu-
ing to play their mewtable part,
-but the recent economic crisis, in-
" 'gtead of retarding progress,  is
‘commencing to exert a beneficial
influence on the Dominion écon~
‘omy. ‘As a ‘direct result of the
“breakdown of - the time- honored
"U. S./British/Canadian'exchange
‘triangle Canada has been forced
to stand ‘on her own feet, Con-
.gequently new. economic and fi-
.nancial policies : are ' now - being
put into effect-which are devised
to achieve the following = ob-
Jectwes
".":(1) Correéction of the: chronic
- imbalance ~of . U. " S. /Canadxan
trade.
¢ . (2) Granting of credit facilities
to ' Britain and’ other: European
- countries only to .the extent per-
mitted by the state of the Domin-
“ jon’s actual exchange surplus aftet
provmon for a minimum reserve,

(3) Less dependence on foreign

gources of supply of manufac-

-tured goods and greater develop-
“ment of domestic resources.

Valuable results. along . these

lines have already been -achieved,

.. Following the introduction of the

“austerity program” the Canadian|

" balance of payments to this coun-
“try has slowly -but steadily im-
proved. Canada has also recently
made her intentions clegr con-
cerning fiuture extensions of credit
to Europe which will be basically
dependent on Canadian success in
increasing exports to this country.
‘As far as the plan for greater
Canadian independence :-in. the
field of industry is 'concerned,‘ a

special branch of the administra=| -
tion under the energetic guidance |’

of Minister of ' Trade and 'Com-

tion of the U. S. dollar conserva-
tion measures is the new wave of
U. S.' industrial movement into
Canada. This movement has be-
come 0 pronounced in recent
months that it promises to rival
the U. S industrial migration fo
Canada which was brought about
as a result of Imperial Preference.
The U. S. manufacturers which
have recently decided to utilize
the Dominion as a base for further
expansion ~ include . Remington-
Rand, National = Cash = Register,
Bendix Home Appliances, and
R. C. A. Victor. These manufac-
turers among others who are now
exploririg the possibilities of es-
tablishment in Canada. have in
mind not only production for Ca-
nadian “and Empire markets but
also for U. S. and: other world
markets, *. Thus this  significant
trend of U, S./Canadian industrial
relations - promises to mark ' the
commencement of a' new  and
greater era of Canadian indus«
trial development which will have
4 far-reaching influence on the
entire Canadian economy.

- During the week there was per-

section ‘of - the bond market but
there was still a notable lack of
supply.  The. intérnal Dominions
were also in demand in sympathy
with the steady improvement irl
free” funds,  The stock ~-markets
were likewise firm led by West~

ern oils and 'industrial ' issues.
There was little interest in the
golds despite expectations that the
Gold Bonus . Bill will imminently
become law.

Boylan Ghalrman of
NYSE Governors

At the annual “election of the|

New  York ' Stock  Exchange the
following: officers were elected:

merce Howe i now systematically |/ |}

exploring  ways' and  means 1o
achieve this objective,

‘ Perhaps the" most ‘remarkable

and promising. development  that |’
is taking place since-the introdut-

CANADIAN BONDS

GOVERNMENT
PROVINCIAL

MUNICIPAL
CORPORATION

CANADIAN STOCKS

A.E.AMES & co.
TWO WALL STREET
NEW YORK 5, N. Y.

WORTH 4-2400 NY-1-1045

Robert. P, Boylan

Chairman of the Board of Gov-
ernors (for the term of one year):
Robert: P. Boylan," at E F. Hut-
ton & Co. *

Seven Members. of the Board of
Governors (for the term of three
years): John' A..Coleman, Adler,
Coleman & Co.; Harold c. Mayer,
Bear; Stearns & Co.; Robert L.
Stott, Wagner, Stott & Co:; T. Jer-
rold Bryce, Clark, Dodge & Co.;
Lyon . Carter,  Estabrook & ' Co.
(Bosten); John Clifford Folger;
Folger, Nolan & Co. (Washington,
D. C.);Charles"S, Garland,: Alex:
Brown & Sons (Baltimore),

- Two.Members of the. Gmtuity
Fiund “(for the term of three
years);: John  Rutherfurd, at Jo-
seph . Walker & Sons; John - K:
Starkweather, Starkweather & Co.

Five Members of the Nominat-
ing Commtttee (for the term of
~one year): L ‘W ‘Burnham; II;
‘Burnham & Co Basil B.-Elmer,
Eastman, Dillon" ‘& Co:; Augustus
B. Fleld Jr., Joseph Walker &
Sons; F. Dewey Everett, Horn-

b]ower & Weeks; Francis Kernanf
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White, Weld & Co.

sistent strength in’ thé external],

eign trade.

must  be
While trying to ‘maintain sterling
at the present level in terms of
U. S. currency, .greater austerity
of living is imposed on the Brit-
ish peoples and the: further tight-
ening of their exchdnge controls.

in view of their demand to the
trade unions that wages should
be pegged.

Meanwhile, the economy of the
country is throttled by: 2:-million
public servants who toil over 25,~
000 government regulations whilst
the public responds with: evasion.
Added to ‘their difficulties is a

investment ' income) - when  this
reaches’ $1,000 or above,: and: if
one’s total income is’ over $8,000,
it is subject to a special: contri~
bution: which for England is the
equivalent of a capital levy.

The Role of the United States
' in’ Foreign Trade - '~

Prior to the ‘late war; sterl1ng

At that time, it Was tincontrolled
and was acceptable as amedium
of exchahge by all countries, by
reason of the'faet that England
and._her possessions could ‘supply
any - country with - almost all of
their. import requirements. Dur-
ing and after the war, her pro-

those of her colonies were broken
‘|down~as a" result of the war and
she could -no 'longer supply her
export markets while malntalmng
necessary imports,

The only country whose econ-
omy was not as badly impaired
but = whose = production faclhtzes
were more than sufficient to stp-

«{ply her internal needs-was. the

United States. This countty, being
self-contained, -mot -only could
supply the 1mport needs of other
nations but “freely: gave of her
substance to her allies in the late
war and granted loans to other
countries < whose - fiscal ' affairs
were unbalanced as a result of the
war.

“Since the United States could do
these things, other nations sought
its products and its loans, which
made it a creditor nation w1th ex-
ports: ‘exceeding 1mports——wh1ch
excess must be liquidated in dol-
lars. Thus the dollar became the
standard monetary unit in foreign
4rade, being the only uncontrolled
or free currency in the world

Present Status of Foreign |
Investments by United
States Companies

Most " foreign countries - hold

hess ‘opportunities if only :Ameri-
can  capital will assist in the de:
velopment of  industry = in - their
nation.: We .are. further expected
to provide the machinery and the
technical-skill.-‘As a result of ‘our
national ‘policy of supplying funds
at.low interest rates and easy re-
payment terms, they-are-reluctant
to - give private capital its faxr
share -of ‘the profits: & . 7

A recent issue of the New York
‘“Herald. Tribune,”. in ' an article
by Mt

*An address by Mr. Flume de-
livered at technical meeting ofithe
New York State Society of: Cer-

N

| York City; May 51948

Foreign Investments and Fluctnatmg Cnrrenc:es

'By ALBERT G. FLUME, C.P.A:*

Member, Committée on Foreign Trade Accounting,
~N. Y, State Society of Certified Public Accountants: :

o «w»,,‘

Mr. Flume reviews present status of forelgn investments by United States companies and points out ;

~exchange and other restrictions| are making capital holdings abroad anprofitable and difficult. - Says .

currency - devaluations and fluctuating exchiange rates are hampeting both foreign:trade and foreign

investments and discouraging introduction of American- private capital wluch ‘could ‘help European
recovery. - Stresses distrust of “managed currencies.”

The events of the past few months have accentuated the financial d1ff1cu1t1es in for-
"The devaluation of the French franc on Jan. 25, 1948, has intensified interest
in the prospect of a rise in the price of gold and helghtened the expectatlon that sterling

- devalued - ulfimately. ¥

The British Government has re-
cently requested: companies not to.
increase their dividends. this year:

new tax on unearned income-(or

was the international currency:|

duction  facilities together with|:

forth glowing promises of busi-|

Raymond L. "Hoadley,{°
ates in part, “The mounting &Qif-}|’ :
Blates W peL be, mounting dl where the export of capital is per-

ficulties of doing business.in At-
gentina has caused several of the
largest United States corporations
to cloge -'down their Argentine
plants. Drastic import restrictions,
controls on removal of :capital,
high taxes and a generally hostil=2
attitude toward American business
and industry cause ‘this' reluctant
decision to withdraw temporarxly
at least from plant operations,”
_Thé article liststhe ‘following

companies  who  expect to close.|

Johns-Manville Corporation,. JIn-
ternational  Harvester ‘Co., Ford
Motor. 'Co. and General Motors. -

In many South American coun-
trigs, no. foreign company is al-
lowed a greater share of owner-
ship therein than a ‘minority in-
terest, 49%. Among: such' are
Mexico, Brazil, Colombia, Peru,
Panama, | Argentina; . the latter
having . the further 'qualification

'that capital withdrawals are lim-

ited to 12% of thé original cap-

italization.~ In 'fact,” most Latin-

il American countrles requrre fiscal
controls to  reside in' their” own’
nationals, .

There seems to be only one Way
that an 'American company may
retain more or less complete own-
ership “of ‘their foreign  invest-
ments in ‘South American coun-
tries and- that is by means of a
‘branch operation rather than an
incorporated company.  Where this
method of operation is selectzd, it

"is necessary to certify to the Min~

istér of- Finance. of the. counfry
the amount of capital to be em-
ployed in the operation and taxes
are- accordingly: levied on that
amount.

From all of the foregomg, it
may: be rightly . inferred that the

‘transfer -of profits-from,foreign
 subsidiaries ‘and- branches is sub-

ject to. the Exchange Control Aects
of .their respective. nations.

Let us examine a few of them.

Canada—The Foreign Exchange
Control Act was assented to -Aug.
31, 1946.  There was established
a board known as the Foreign Ex-
change  Control Board which .is
subject to the provisions' of this
Act, and under the control and di-
rection of the Ministér. Every |-
bank in Canada to.which the pro-
visions: of the Bank "Ae¢t apply
shall be an authorized dealer un-
der this Act to deal in foreign

.currency as provided therein,

Canada of itself, should be in
the -most  favorable 'position. to

I have its currency accepted in -the

world market 4t face value, since

it'is a gold producing country and

normally is well able to redeem
its obligations in that meétal: How-
ever, it  becomes necessary. for
Canada .to have exchange regula-
tions because it has allotted to.the
mother country, England, its com-=
plete :output’ of gold, réceiviag

thereforé sterling which ‘has but

small value outside of.the British
Empire, and since it cannot furnish

this Dominion with all its require-.
| ments, it” must of necessity buy

from its  neighbor, the ' United
States, consequently, Canada has
an’ unfavorable trade’ balance. It

must ‘do” everything it can to’re-

strict imports.and obtam dollar
credits. :

Therefore, whlle it 1s a country

mitted, nevertheless this permis-
sion is hedged: about with the fol-
lewing conditions: . "

v (1Y No Canadian, company may

pay¢dividends on the stock of its:-

wholly owned < American comm=
panies while it 1s indebted to the
bank,

(2) Whereas it was. possible. to
declare interim .dividends on a
year’s: operations,  this has been
subsequently disallowed and it
can only pay dividends on the re~
sults of a year’s operations and
then only if the company is. in
funds and has no.bank 1ndebted—
ness.

(3) However, Canadian compa-
mes who have some. shareholders
in foreign countries may receive
a Canadian dollar check issued
by a resident company in favor
of a hon-resident which should .
be presented together with a rela-
tive application called Form G to
the bank on which it is drawn be-
fore it is dispatched.to the payee.
When the application is one that
may be approved,. the authorized
dealer ' will 'mark the check to
indicate that it is negqtiable in the
hands of ‘the' mon-resident. If,
however,. the underlymg trans4
actien is one 'in” respect of which -
the authorized dealef could have
provided . foreign: exchange, . he

will mark the check to indicate

that the non-resident payee may
obtain ' the United States 'dollar
or  sterling ' equivalent of ' the
Canadian * dollar ' through . the
bank’s  facilities at the off1c1a1
rate;::

(4) Whereas ‘Canada formerly
permitted dividends to be paid to
American shareholders at the of=
ficial rate’ of exchange for the full
amount, 'of the dividend, this is
further restricted by a w1thhold-
ing tax of 5% on the amount,

(5) The Foreign Exchange Con-
trol regulations . provide that a
resident commercial company’,
branch; or firm may apply to the
Board for a permit to operate an
inter-company = aecount -with 4
noén-resident - affiliated company,
head or branch office, with a viéw
to effecting 1nter-company settles
ments of net credits or debits:

‘England—The current act gov-
erning -exchange control in the
United Kingdom is dated March
11, 1947. Among its exclusxons are
the following:

Part II, Section 5, “Except with
the permission of the Treasury, no
person shall do any of the follow=
ing things in the United Kingdom:

(a) Make any payment to or for
the credit of a person resident
outside the scheduled territories;
(1) oot

(b) Make any payment to or for
the credit of a person resident in
the scheduled territories by order
or on beéehalf of a person resident
outside the scheduled terntones
Or: 7, -

(¢) Place any sum to the credlt
of any petson resident outslde the
scheduled territories.”

" At the present tlme treas{iry
pérmission 'is granted to transmit
dollars to: American shareholders
in British companies in:'payment
of 'dividends which are received
without deduction for th’hholdmg
tax. However, as stated earlier'in
this article, the British': ‘Govern-
ment has requested compames not

-to:increase dividends in'view' of

their Agreement with" the trade
unions to stabilize wages at their
present level. ;

While the Foreign - Exchange
Control Board. will supply .funds
to pay dollar dlwdends to Amerl-
can' shareholders in Enghsh com-
panies,’ it will make no’ commit-
(Continued on page25)’ . :




_ing the varieus. proposdls with

. panying legalization of gun beat-

differences follows.

. during-the waiting period seems

. the investment banker or syndi-

. price slightly less than the public
. offering price. 'If the banker is to

(.sue assists the banker to reach an

A concerning the ‘price to be paid to
.. the issuer.

" ihus” peri’orms a ‘useful eeoriomic

s Judgment
,cerning. the ‘security is. to be dis=-

* ticable.as well as undesirable: to

: ;he .security -during. the waiting

' prehibition- weuld not be-obeyed,
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. Appraises. Propcsals for- Amcndmg
“Wailing Period” Reslriclions

Clark Byse, formerly of. SEC staff,

and Raymond' J. !'adfey, would

have a minimum 24 -heour period dumg which it would be unlawful

to sell a new security unless. the

purchaser had been funlslud a.

stafulory prospectus.

. In an article entitled.“Proposals to Amend the Reﬂlstratmn and
Prospectus Requlrements of the Seecyrities Act of 1933 » appearmg
in‘the May issue of the “University of Pennsylvania Law Review,”
Clark Byse, a former member of the legal staff of the Securities.and

Exchange Commission, .now ong

the faculty of the Unlver51ty of
Pennsylvania Law School, and
Raymond .J. Bradley, a graduate
of the same school; -after-analyz-

reference to relaxing, the restric-.
tions on the offering and sale of
securities during the waiting pe-
riod following registration, . ap-.
praises the proposals, and makes
suggestions - for resolving ' their
differences. According to the
writers:—

- The attitude of the Commlsswn
and of the industry concerning the-
problems. disclosed ‘by experience
under the, Act—the oral loophole;
the dissemination-solicitation. dis-
tinction and gun ' beating-—may |
readily ‘be discerned. The funda-]
mental concern of the: Commission
and -its staff was to plug.the oral’
loophole and to make the'statu-
tory prospectus’the ‘main selling
document. The industry, on.the"
other hand, while: not unwilling
that ' the.  statutory '  prospeetus:
should play a ' more important role
than theretofore, 'was " primarily
interested in eliminating the dis-
semination-solicitation 'distinetion
and - in’ being able to 'continue to
do- business ‘on' an ‘oral ' basis.
Elimination of the dissemination~
solicitation distinction, and the ac-

ing was ‘acceptable- to- the Com-
mission and-its staff provided the
industry would agree to adoption
of additional safeguards designed
te make the statutory: prospectus
the main selling document. The
industry ‘and ' the :'Commission
were unable to reconcile’ their dif-
ferences'in '1941; nor did they. do
so in 1947. Our resolutmn of those

A, Durmg the Wamng Penod

i (1): Offers: The objeetive of the’
Securities."Act that' information
ceoncerning the security should re-
ceive.’ ‘widespread - dissémination

unassailable; But' the- desirability
of the aceompanying proscription |
of all efforts ‘to dispose of .the
security .during the waiting period
is not equally apparent. The es-
tablished = procedure- of  under-
writing in the United States gen-
erally involyves a commitment by

cate to- purchase the issue at a

gauge the market. accurately, he
should.  be . permitted- to' secure
from the dealers, who will sell the
sécunty-ta the pubhc, information:
concemmg the likely reception of

- the issue; and the dealers in turn

should be” permitted to ’ consult |
their customers in order to acquire
the " desired data: Reasonably ae-
curate information concerning the
likely public recéption of the is-

intelligent and’ informed decision

The information se-
cured’ from - the’ investing publmv

function in that it helps'the bank-
er, to. make - an informed ‘ price
“If informatjon” con-

seminated -to - the publlc, and -if
information- concerning. its likely
reception is to be relayed back to
the, banker,. it. would.be imprac-

pl‘Ohlblt all efforts. to- dispase: of
period. Impraeticable, because the

as experience ‘under the-present
Act has rather conclusively dem-{

itized for FRASER
f :Ilfraser.stlouisfed.org/

‘onstrated.

| complished by . less

Undesirable, because
(i) such a prohibition would act
as a deterrent to- dissemination- of

infoermation, again, as experience.

under the present Act has shown,
and (ii) governmental legislation
interfering with individual free-
dom -of action should extend as
far as, but no farther than, is
necessary to achieve the objective
of the legislation—and in this in-
stance the objective can be' ac-
‘restrictive
means: S ALE
" For these reasons it seems ad-
visable to. accept the industry’s
1941 proposal to separate “offers”
from. “sales,”’ and to permit of-
fers” during - the . ‘waiting period.:

Although there ig. obvious merit,

inthe in ustry s recommendation

that. oral offers be prohibited un-'

léss accompaned, or preceded by a

limited or general prospectus, we:

are inclined. to believe that. the
staff’s: 1947 proposal uncondition-
ally to permit oral’ offers. in.the

waiting period should be adovnted.:

In the first place, it -is' doubtful
whether a: prolubltlon of oral of-
fers could etfectively be enforced,
The same: ‘pressures responsible
for gun beating under the present
Act very likely ~would lead to
similar 'violations: of theé prohibi-
tion agamst oral offers.. Second,
since a .rhajor- portion- of the se-
curities business is conducted over
the telephone; it seemis unwise: to
attempt 'to limit  the .traditional
procedure for:doing business un-
less” the objective” of ‘the limita-

tion: ean oniy-or best be achieved

)y such a limitation; and, as will

' be pointed: out below, the safe-
-guards. proposed to' govern sales
| in- the post-effective period should

provide ~adequate protection.
Finally, we believe that the in-
dustry propesal for’ making oral

offers during the waiting period| .
.would tend to make the “lmuted” i

rather than the “general"

“stattitory” prospectus the: 1mp01:—
tant selling  document.

Because
the limited prospéctus would be
cheaper to prepare ‘and dissemi-

‘nate’ than the' general prospectus, |
.underwriters and: dealers desiring |
‘to . make oral . offers 'naturally
‘would . distribute
‘rather than tb‘:e géneral prospeectus’
‘prior to or  eéontemporaneously
-with the making of the oral offer.
Investors thus would be deciding
. whether to” purchase the secu ity |.

the

on the basgis of that abbrev1ated
document " instead  of = upen the
general prospectus.” which . con-

tains in condense& form all of the |.

material = information concerning

ithe security. Investors’ judgments |
of whether or not to purchase a|

security should.be based on the

limited |

The Rewsed Proxv Rules

R By ROBERT. K. McCONNAUGHEY *
- X Commissinner, Securities and Exchange Commission

Commmmner McC€ommaughey revmvs the important reasons for SEC proxy rules and covers such"-”
‘, points_as exemptions and liabilities of bankers and brokers holding securities for account of cus-:
tomers;_the clarification and publication of -agendas. at stockhelders’ meehngs, solicitation of prones“
bolh by the, corporation and otheks; and extent of information required in the proxy statements, in.

b cluding publicity of remuneration given officers and directors -

The recent revision of thb proxy rules was intended to reflect our accumulated ex-
'perience over a period of abeut five years since the adeption of the last previous revision.
{During that period certain mmor defects in the rules had became apparent. In addition,

a ‘number of

administrative

dinterpreta-
tions had been.

made and:
were widely

followed by

the great ma-
jority of com-

panies ‘subject:
to-‘the ‘rules.

It ‘seemed

highly- desir--
able, there-

fore, to revis>
the  rules - to-
cure ' the . de-

fects "which
had appeared:

and to"incorporate into: the rules
themselves, insofar as practicable,
those . administrative interpreta-
tions which had become: common-
place: in-- their  administration’ by
the Commission.

-1 shall review briefly the more
1mportant changes involved in the
revision and. indicate the reasons
which prompted us. to make them.
1’ shall “also endeavor ;to state
briefly the reasons why certain
changes suggested by various in-
terested persons were not adopted.
However, before' turning to these
specific ‘matters, I want to take

R. K- McConmaughey

i this' opportunity _to ‘express  the

Commission’s. appreciation for the
very . valuable -assistance which
your : Society - along  with othgn
organizations, companies and in-

#An" address by Commissioner

M’chnnaughey before the' Ameri-
.can: Society ‘of ' Corporate ‘Secré-

taries, Inc Chxcago I1L., Peb/ 25,

1948

dividuals, rendered to the Coms-
mission in connection with: the re-
vision. The camments and sug-
gestions received were excep-
tionally well thought out and
were a great help to the Comunis-
sion in formulating the final drafi
of the revised rules.” Even those
suggestions which the Commission
concluded it could net adept for
one reason or another, served ta.
sharpen our thinking and to facil-
itate our decisions.

i You will note that the revised

_ | rules were completely rearranged

and.  a -number -of mechanical
thanges made in their .presenta-
tion. This was done for two prin-
cipal reasons. - First - to; put the.
rules. in form to make them more
easily  understood and . second. to.
make it easier to incorperate spe-
¢ific amendments. in the- future
without the neeessity of a general
revision of the rules. I believe
that, “while ‘the -rules ean by no
means. be regarded as perfect, they
have reached a state of develop—
ment where ' complete - revisions
every few years are not likely to
be necessary.. It is our intention
o make s desirable . amendm=nts
from time ta time as the need for
*hem beeomes apparent.: With, the
rules’rearranged as they now are
it . will be possible to adept desir-
able changes more ; promptly
Moreover; it: will be unnecessary
’or - the industry - periedically  to
familiarize itself with' a completz
new -sef of rules,

‘Turning -now.- to.- speeific:: pro-
visions, the definition of the term/]
“associate’’l eontained im-there=

|1 Rule X-14A-1..

vised rules is the same as that
contained in the old rules. This
definition is net entirely satisfac~
tory because it does not include
all persons whe- should be treated
as associates, The draft ecircu-
lated for comment eontained an.
amendment - of this- definition
which would have extended it to
all persons having a close family-
relationship. - That amendment
was. eriticized as being too. indef-
inite for effective administration.

'We were not able to work out a

satisfaetory substitute without de~
laying the adeption of the revised.
rules. Consequently the definition..
contained in the previous rules,
was reinstated. ¢

The revision made mmor
changes. in' the exemptions from:
Regulation X-14.2 The principal
change was made in the exemp-
tion prowded for solicitations by-
a person in respect of securities
carried in his name or in the
name of his nominee, or held in
his eustody.3 This exempnon ap-~
plies chiefly to bankers and brok~
ers holding securities for the ac-
count of their customers. Under
the old rules, in order to be en-
titled to the exemption the banker

‘or broker had to furnish to the

person solicited a copy of 'all so-
liciting material furnished to him
by the persons on whose behalf
the solicitation was made, usually
the management of the issuer. He
dld not, however, have to furnish.
the soliciting materxal of -anyone

"2 Rule X-144-2;
31d, paragraph (b).
( ontinued on page 24)

‘T hzs -advertisement appea'rs asa matter af reco'rd cml’y a’nd is under no civcumstances to be

construed as aw offering of these securities for sale, or as a solicitation of an offer to
- buy any of such securities. The o_ﬂ'e-rmg is made only by the Prospectus.

complete document, rather than |.- -

on a necessarily. madequate sum- |}
.mary, of it. If present prospectuses |.

are-toa bulky, and . complex, the

-answer is to improve. their qual- |, *
ity, not _to cxeata an.. madequat\. )

substitute. -

" It ‘may plausmny he urgea »that H

if oral offers are-nat to be regu-
lated, "a - similar -freedom should
be extended: te written offers. But

‘there -dre differences” whieh may |-

'warrant different treatment of the
two- elasses of ‘offers:

facility ‘than in’ the ease of oral

‘offers; and it is a much less bur=|""*

dertsome interference with nor-
‘mal business. practices ta impose

case--of - written - offers: than- it

wduid be to impese it in the case | .

(Continued on page 32).5¢

The éxist-|- -
‘ence and charaeter of written of- |-
fers may be proved with greater |-

i Copies of the Praspectus ma

7

) A G. Becker(‘.a’ Co. -

“. Incorporated

Glore, Forgan & Co.

May 12, 1948,

il

e A g Blyth&fCo»., Inc.

‘Lazard Freres €7 Co.
! Stone €7 Webster Securities Corporatlon

i b Werthgun Ef&) » o White, Weld&f" Co.

the ‘follewing reguirement: in-the |- -

680 000 Shares

Common Stock
. $5.00 Par Valge .

PR

: _aPrice‘. $25 per Share‘

v

Goldman, Sachs & Co.

- Halliburton (Dll Well Cementing Company

may be obtained in any State from such of the se-ue-ral Underwriters,
; mcludmg the unde-rs;gned ‘as may lawfully oﬁ'er tFw securities in-such State. g

Lehman Brothers

Eastman, Dlllon Es’ Co ‘ The Fxrst Boston Corporatlon
deder, Peabody €7 Co,
Lee Higginson Corporation

.Union Securities Corporation
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|Securities Salesman’s Corner
By; JOHN i')U’i'TON

«,.In many lines of business fear of competition is one of the great-
est_handicaps to success that salesmen must face.. In the securities
. business, competitors’ services or products do not loom up so large,
but there ‘are some salesmen who do worry too much about their
.competitors. Actually, no salesman should worry at all about his
,competitors. The only way to handle competition is to IGNORE IT.

""'If you are a constructive salesman you are going to be too busy
'Selling your own securities and ' your service to even remind your
‘buyer that you have competition. Certainly, the only way to handle
any reference to a competitor’s abilities, securities or serhqes, is to
-be complimentary and then go on with your own job of selling your

firm. No one ever gained a friend by knocking a competitor.
’.”There are salesmen who leave one firm and go to another. ‘They

fref and stew over the possibility that they will lose some accounts
by making a change. Maybe they will—but if a salesman has sold
well, he will take most of his accounts along with him,  If you have
done.a. good job.you don’t have to worry, about your customers. No
one can take satisfied customers away from a salesman who is on
the job. There are, securities firms who make the mistake of be-
Jieving that they. control their customers. They do'not. A good
security salesman carries. his accounts-along with him wherever he
may go. Much wasted energy could be saved by investment firms
'\ivhq believe they can keep customers that belonged_to a salesman
after he has left them to go into business for himself, or with an-
other firm.. They may save some of this business by putting other
,'él,'ble men to work on these accounts but as a general rule a good
salesman carries his business along with him. In this case too, it is
unwise to worry about competition. . Go out and do a constructive
job of selling.  Ignore competition. When you sell your: products
that is one thing. But when you go out and sell against your com-
petitor’s products that makes the job twice as difficult.

" . 'The other evening I.was reading ‘one of those books that are
published every once in a while about Selling. ' To read it the way
some of these theorists write it, you would think that most buyers
are a pretty stupid lot. ~Quite frankly, if some salesman came ‘in
to see me and started off his. sales talk with one of those fancy at-
tention-getters that the book fellow said should be used when a call
is made on a new prospect for the first time, I would have a hard
job keeping a straight face. Tricks, fancy talk, questions, stories
and what have you, are just as unnecessary when you meet a man
for the  first time as they are if you have known him a lifetime.
‘Thére is only one way to go in and meet a new prospect. Walk up
to:him and be YOURSELF. No man needs to act to gain in order
or'to win a point. - As soon as you 'ACT you become - artificial.
‘When this happens your entire-approach to any business relation-
ship becomes weak instead of strong. - Confidence is built by plain
men-who speak with SINCERITY,: Talk less, and make it simple.
Your prospect knows that you are there for business and -he doesn’t
mind it -one bit. ~As soon as you start to give him a fancy, dolled
up attention-arresting sales talk he will know it.” If wé ever wrote
anything in this column about selling that was worth much’in the
way of advice we've said it now. Throw away the' bodks—just be
YOURSELF. o Bedec 8 1 i : fa Ak ‘

Governors of the Exchange; which
is presented . annually = to  the
player turning in low net- score
and which was won last year by
John O, Middlebrook, of Harris.
Upham " & Co., . For permanent
possession the cup must.be: won
three times by the same member.
Low' gross” last year was a 74,
turned in by William M. Meehan,
of M. J. Meehan & Co,

Emil Schram, ‘President of the
Exchange, and Robert P. Boylan,
Chairman of the Board of Gov-
ernors, will be guests of honor,

40th Golf Tourney of
NY Exchange Ass’n

“The Forty-Ninth Annual Golf
Tournament of the New. York
Btock Exchange Golf Association
ill be'held on Tuesday, June 29,
t ‘was announced by James Me-
Lénna, Chairman of the Associa-
1on, for the third successive year
t.the Winged Foot Golf Club in

amaroneck. = About 200 mem-
pers of the Exchange will tee-off
hnd another 100 will participate
n. the outing ‘after the market’s
lose. Claude Harman, winner of
he recent Master’s Tournament,

New Taylor Partnership

nd club pro, will give an exhibi-
ion of Jong, short and fancy
jhots.
-As in previous tournaments,
rizes will be awarded for low
et, low gross; runners-up, holes-
-one, most birdies and, also, to
he player taking the ' greatest
umber of strokes on a hole to be
elected by the committee. There
7ill be a special event for non-
olfers, o i [ 6 47w e
At stake will be the Governor's
up,:-donated by -the Board of

As of June 1 a new partner-
ship will be formed under the
name of W. R. K, Taylor & Co.
12) Broadway, New York City.

members of the New York Stock
Exchange, the present partnership
being dissolved. Partners will be
William 'R. K. Taylor, ‘who will
hold the' firm’s Exchange mem-
bership; Frank H, Mifflen  and
John B, Lewis, general partners;
Katherine P, Wear will be a lim-
ited partner,

>y ngr-the-Cqﬁhter Quotation Services
' For35Years . '~~~

H

" NATIONAL QUOTATION BUREAU, Inc.
- . . Established 1913+ .. . - - o
46 Front Street, New ‘York‘4, N. Y.

e

. Chicago

. 'San Francisco

k!

tized-for FRASER
Jifraser.stlouisfed.org/ .

Gold Standard Return
Urged by NAM

Business' group “maintains’ four-
_point program, stabilizing world

currencies, will stimulate return’
to full production.

To spur recovery abroad, the
board of directors of the National

recommended that the United
3tates put its currency system on
a gold basis without delay, it was
announced May 9. Such a move,
the NAM emphasized, would set a
needed example to the rest of the
world and encourage production
in countries where people lack
confidence in the present cur-
rency. The following four-point
plan was recommended.

(1) Immediately, remove ' the
discretionary power now resting
with the Secretary of the Treas-
ury, with the consent of the Presi~
dent, to buy gold at other than a
statutory price. g

(2) Immediately, eliminate the
requirement for a license to ex-
port gold. ; :

(3) Establish, with adequate
supporting . legislation, : free con-
vertibility of United States dollars
into gold bullion, thereby return-
ing the right of private ownership
of gold in this country.

(4) At some . subsequent time
consideration should be given to
restoring - free “convertibility = of
our paper currency into gold coin.

Removing the export license re-
quirement for gold would, in ef-
fect, be tantamount to ‘an an-
nouncement by the United States
that henceforth its ‘currency is
‘irmly tied to gold, the NAM held.

Terming the . requirement as
“‘nothing but a formality,” the as-
sociation said it is “inconceivable
that the demand for gold from
abroad will be sufficient to cause
this. country to deny its export.”

Low ' production prevailing ‘in
countries with currencies in which
people .lack, confidence has. in-
creased.. the - demand on United
States  production and decreased
the ' volume :of - exports to the
United States, it was explained,

“The United States is the only
country in position to lead the
world back: to- a sound currency
basis,” the NAM stated.

#This country must set an ex-
ample by .adopting a sound mone-
tary: base,: one to  which every
other nation' can relate "its own
currency, This would encourage
a return to production,

“There never will be world re-
covery until all countries increase
their production. In country after
country, production is being hin-
dered because there is no medium
of exchange acceptable to buyers
and sellers alike, ' Starvation is
taking place because those who
have food, which they would be
willing to sell for sound currency,
are not willing to sell because of
lack of faith in the present cur-
rency.”. : ) 3

Return to a gold standard, the
NAM ' predicted, - will * be the
“greatest stabilizing influence” on
world currencies.

'New Oil Strike in Cenfral

Oklahoma

Old Producers, Inc., announce a
producing - well' in ' Oksfuskee
County -in " Oklahoma, = The ‘new
well is currently producing at the
rate of 16 barrels per hour. It is
situated in a*120-acre .lease, with
provision for one well to each 10
acres.. A second ‘well is already
underway. R: V. Klein & Co., of
New York, are the underwriters
.for Oil Producers, Inc.

. E.J. Roe to Visit NYC
E. Jedd Roe, of Roe & Co., San

Antonio, Texas., ‘will be a visitor

in''New York' City about May 31

agﬁ will be staying af the Hamp-

shire House. . . ifiy ‘zoiiiaqui
A S v 01y
; s s ukIino’

Lipen

Association.of Manufacturers has|

‘biggest joy rides speculators ever
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.By JOHN H.

President, John H. Rumbaugh, Inc., New York City

- A Look at World Bank

Ronds
RUMBAUGH i F o

s P

Noting proposals to broaden market of World Bank debentures by ~
permitting sale without SEC registration and by enabling purchase

by savings institutions and banks

AFLor !the second time since the

, Mr. Rumbaugh contends initial

financing of debentures was “a deliberate joy ride.”. Holds these
bonds will be considered good only as long as amount outstanding
does not exceed U. S. commitment to Bank’s capital.

MeCloy administration took over

the World Bank about a year ago that institution ha sought
of the NAC (National Advisory Council) Copognt the help

in getting Congress to make

it easier for the Bank to sell its securities. The Bank is concerned

over the nar-<

row market
for its deben-
tures and
feels itseltf
hampered by
the Securities
Act of 1933,
the Securities
Exchange Act
of 1934 and
Section - 5136
of the Revised
Statutes. - On
April 21,
Treasury Sec-
retary Snyder,
as -~ Chairman
: of the NAC,
transmitted to House and Senate
with NAC  endorsement two - let-
ters from Mr, Eugene R. Black
U. S.  Executive Director of the
Bank, setting forth arguments for
exempting the Bank from the pro-
visions of the three ~Acts just
named. Also Mr, Black: proposed
the text of a bill to permit District
of Columbia insurance companies
to invest in World Bank securities.
If the sought-for exemptions are
enacted, member banks will be
permitted to deal in World Bank
securities, thereby. facilitating the
Bank’s  flotations - and “orderly
markets,”

Before such changes are made
in the law, hearings will have to
be held by the Senate Banking
and Currency and the House In-
terstage and Foreign Commerce
committees. ' Congress will have
to decide whether it wishes to
continue as foremost objective: the
protection of the investor or sub-
stitute ‘the political objectives  of
spreading dollars abroad. "If the
Bank secures the amendments it
wants, World Bank securities will
no longer have to be registered
with the SEC.

Mr, Black wrote the NAC that.
although the initial . distribution
of the Bank’s bonds was *“suc-
cessful,” the subsequent market
has been “narrow”; and that “as
the aggregate amount of its bonds
outstanding increases, the Bank
undoubtedly will encounter’ in-
creasing difficulty in placing new
issues. It is important, therefore.
that the Bank’s bonds shall be|
distributed .to a widening circle
of investors . (and . that)
legal restrictions , which hamper
the Bank in its borrowing opera-
tions should be removed.” Black
states that the Bank, like private
issuers, could offer its bonds
through underwriters without vio-
lating the present law, but such
course is neither practical nor
economical, -Another objective:
The Bank wants to be free, while
preparing to float ‘an issue, to
buy and sell its own securities; ‘or
at other times to stabilize 'the
market,  Moreover, the Bank
wants exemption ' from present
regulations 'which prohibit - bro-
kers and dealers from:extending
more than 25%  credit on World
Bank ‘bonds, Finally, the Bank
wants national banks to be per-
mitted to underwrite, deal ‘in, or
act as. brokers for World Bank
securities, thus contributing to -“a
sustained, ‘active -market.”.  The
present market, the Bank: admits.
is narrow, with “wide and erratie
fluctuations.” -

Observers feel that last July
the World Bank'  openly ‘and
knowingly promoted one of the

John H. Rumbaugh

‘had; and when joy. riders cashed

-their profits the redistributiox_‘n of

VL rgsRz

the .debentures disastrously
bumped smack into the firming
up of short-term Treasury bor-
rowing rates, Careful readers of
the financial news are not taken
In by such publicity devices as
the Hollywood-like ceremony in-
troducing Stock Exchange trad-
ing in the Bank’s bonds at'a pre~
arranged premium, or the recent
Bank . press. release, announcing’
that operations are in the black,
a transparent euphemism,

The World Bank’s recent state—
ment shows that during the nine
months ended March 31 the World
Bank, with its topheavy and costly
overhead, had “gross income” of
$12,890,000. Of : this, $2,500,000
was interest paid by the U. S. on
the Bank’s-investments, which is
just arother way of saying that’
the Bank lent to the U. S. dollars’
which it obtained from the U. S.
in the first place. The $10,200,000
which the Bank recorded as “in-
terest, commitment: charges and
commissions” . on ' the 'long-term
loans the Bank has been making
in effect are taken right out of
the loans, or, in any case, made
possible only by other aid which
the  U. S. has. been giving the:
Bank’s borrowers.: The directors
and staff are constantly moving
around the world..' A Bank party,
headed by Mr. McCloy -and in=~
cluding the Bank’s public ‘rela~
tions director, is now ‘on what it
describes ‘as ‘a “tour” of ‘Latin
America. - Comparison  of - the
World Bank’s overhead with the
much smaller cost of the Export-
Import Bank is worth while. :

World Bank Bonds are classed
as “good” so long 'as the total
outstanding. does not exceed the
$3,175 million limit of our com-
mitment.to the Bank’s capital. . Is
it practical to remove restrictions
from the Bank’s borrowing oper—
ations ‘while it is reaching that
$3,175 million limit, then reapply
restrictions and ‘possibly - outlaw
the securities when issued in ex—
cess of our liability? For ex-
ample, if a total of $6,350 million
bonds (double the amount of our
liability) were issued they mighc
be rated as 50% sound, 50%
speculative and the market quoted
accordingly. It may sound  ri-
diculous, but at present. the ap-
praisal of the debentures must be
based upon the liability. of the
only solvent nation in the com-
bine, 3

Briges, Schaedle Go.
Cfficial Promolions. .

J. L. MacFarland. has been
elected  Assistant  Vice-President
and Secretary of Briggs, Schaedle
& Co., Inc., 44 Wall Street, New
York City.. La. Rov Roome'wasg
made Assistant  Vice-President;
Walter E. Suttmeier, Treasurer;
and Robert D.:Allen, Assistant
Treasurer, ciAs

Bappert With Merrill Lynch
- ST. LOUIS, MO.—Walter Bav-~
pert is associated with Merrill
Lynch, Pierce, Fenner & Beane,
Ambassador Building, as Assistant
Cashier. Mr, Baprert was for- '
merly an officer of Hanser & Co.,
Inc., which' has been dissolved.
Mr. Hanser has also become asso-
ciated .with the Merrill. Lynch .
firm as reported in the “Financial
Chronicle” of April 15, - = -~ -
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Capltahzahon Problems in

Real Estate Appralsals

By LEON W,

ELLWOOD*

'Chief Appraiser, New York Life Insurance Co,

Appraisal expert analyzes factors to be taken into consideration
in fixing value of investment property. Points out value is capi-
talization of future net income expected from property, and selec-
tion of sound capxtahzahon or discount rate involves not only
comparison of risks, earnings, and management burden with those
of other non-liquid investments, but full acceptances of conditions
- under with properties are purchased. Cites methods: of analyzlng ;
. real estate operating records. g

. The practice of appraising at market price was the major cause

_of severe losses resulting from the foreclosure and liquidation: epi-
-demic of the 1930’s. , Heavy losses will occur if loans are based on
-the market at its peak and are hqmdated when the market is at'or

-near its bottom.

‘The real estate market and.the

.cost of construction are.both sub-

ject . to. wide - fluctuations , over
comparatively short periods. These
fluctuations: are due much more
1o speculative features inherent in
the momentary. condition of sup-
Ply and demand than to any sub-
stantial change in the long-range
prospect as to the potential use of

-property and the  benefits from

such use,

The relative stability of present
worth as compared to' market

-value and cost of reproduction can

be demonstrated by the valuation
“of actual earnings in retrospect.
An example has been selected—
a typical apartment house built
10 house families of medium in-
come, ' Good management is evi-
dent. in its present condition and

‘particularly in the fact that accu-

rate operatmg records have been
kept ‘since ' the building was

.erected. - The complete calcula-
. tions for present worth' as of each

year from 1921 to 1935 are not
included  here, but net earnings

“per room for each year from 1920
-to 1947, inclusive, and the method
;by which this stream of income
.was discounted to determine pres-

ent worth as of 1920:are shown.

;The same process was used for

each of the other years,

In 1924, this property had a
market value of $1,800 per room.

-Ten years later its market value

was $590 per room, - This is not
unusual.: The market during the
middle ’30s was so glutted with

-distressed properties that many of

them were sold at less than a

-third of their prices in the middle

twenties. As of 1924 the present
worth of earnings produced: dur-
ing 24 vears was $1,017 per room.
The difference between this and

‘market value is $783. To justify

this difference. $783 has to repre-
sent the residual value of . the
property as of 1947 discounted
back to 1924.

The present worth 'of a ‘dollar
24 years removed at T1%% is
$0.1763. Dividing $783 bv .1763
it is found that the 1947 value

“would have to be over $4,400 per
. xToom - to justify the 1924 market

walue. In 1934, the present worth
of earnings through 1947 was $554
per room, In this case, the dif-
ference which must represent the

11947 residual discounted 14-years

is only 436. The present worth of

.one .dollar 14 years removed at
“7%% is $0.2533. Dividing $36 bv

-3633 it is. found that the 1947

.walue of the property must be

less. than $100 per room to justify
the 1934 market value.
The 1947 appraisal of the prop-

- erty is about $930 per room, which

appears to be a plausible figure.
Time . alone. can' confirm, it,, but

“allow-a 50% margin of error in

either direction in this appraisal
and the absurdity of the spread in
market values is still apparent,

‘i Reproduction  cost was $1,410

_per room in 1925, exclusive of
. 1and.
-room. - Here, too, is a fluctuation
: cpnsiderably : larger than ;will be

In 1932, it was $940 per

found- in. present worth. in any

*Reprinted with permission
“The Appraisal Journal,”
April, 1948.

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

seven-year penod if a reasonable
allowanee--is- made ~for - the 1947
resxdual

Despite the certamty that rent<
and - expenses and - earnings:will
fluctuate from time to time, the
market operates:largely under a
status-quo philosophy. ~ A declin
in rents is sure to follow the peak
period, and an increase in rents
is sure. to follow the trough pe-
riod. ' It is all a matter of supply
and demand. They will never be
constant because Solomon in all
his wisdom could never make the
building industry sufficiently
flexible to keep rental space sup-
ply and demand in perfect bal-
ance.” And so, there is the
absurdity of market value at its
peak when a decline in rents is
about to take place and at its bot-
tom when increases are around
the corner.

Capitalization Rate

The capitalization rate ‘makes
little difference so far as the rela-
tive movement of “present worth”
from year .to year is concerned.
If 6% or 8%% instead of . T% %
had “ been ‘used to produce ‘thi
series of retrospective appraisals
the values, of course, would have
been different. Nevertheless, the
ratio of “present worth” as of one
year to that of another would be
about the same as indicated by
the example and there would be
no substantial differences in the
stabilization factors.

Selection of a spund capitaliza-
tion or discount rate for valuation
of 'income  property involves not
only: comparison of - the ' risks,
earnings and management burden
with those of other non-liquid in-
vestments, but full acceptance of
the conditions under which such
properties are usually purchased.
In the vast majority of cases, pur-
chase can only be induced by the
prospect of attractive immediate
return on the necessary cash pay-
ment  down. to :the .mortgage.
Therefore, the required over-all

payment, including both interes'|

and principal on'available mort-
gage money, must be given: full
weight, ~For instance, if a two-
thirds mortgage is available with
a required constant payment of
6%, -including interest and vrin-
cipal, ‘and purchase can only be
induced by the prospect of 9% on
the down payment, the minimum
capitalization rate should be two-
thirds of 6% plus one-third of

9%, or 7%. . If the mortgage re-
quirement is 8% and the equity
requirement 10%, the minimum
realistic rate is two-thirds of 8%
plus one-third of 10%, or 8% %.

" Reams of advice have béeen pub-
lished " to --aid- the appraiser: in
determining  capitalization rates.
and there is a wealth of reference
material.on the useful life of va-
rious types of property—but there
is.a conspicuous absence of statis-
tical information for guidance in
selecting the most important fac-
tor in the income property ap-
praisal, the amount to be camtal-
ized., ‘This void in the appraiser ’s
workmg equlpment is the reason
that so many appraisals for tort-| q
gage ' investment . have’ failedhto
stand the test of timte.. -rto1q i<l

The- future income assumption

] must be assxgned the. posmon o.

paramount :: :itnportance | ;becausc
success of the mortgage invest-
.nent depends primarily upon‘an
equitable relationship between the
obligations imposed by the mort-
gage and the earnings of the prop-
erty, Such relationship. eanno:
be preconceived without a reason-
ably accurate forecast ot' earn-
ings.

' Experience teaches that like
conditions ' will produce like: re-
sults. All consistently successful
forecasting systems are based- on|
the application of experience to
an analysis of conditions at the

‘timeé of-forecast.” The appraiser’s ||

difficulty lies” in the fact that a
comprehensxve quantity of expe-
rience - pertinent ‘to his problerx
has'not been ‘reduced to' indexes’
The appraiser can ascertain the.
exact -conditions -under- which:

property. is:operating-at the timg |

of appraisal,’ and he- knows. thaj
rents,” “‘expenses.‘:and:* oecupancy
w1ll vary. from time to time, caus:
mg wide fluctuations- in the ne'
income : stream—but ‘there is n¢
prepared. data. to which he:car
refer to get a definite figure for
employment against current earn-
ings to allow for the fluctuation’
which experience shows to have
followed | when - similar. property
was ~previously operating™ under
similar conditions.

In the absence of such data, he
must . rely on .impressions: an¢
prejudices gained from a limited
amount  of personal experience
The result is, more often than not
a guess or hunch which is said tc
be based on exper.ence, but the
reasoning . process by: which it ic
arrived at is too nebulous for ex-
planation.

Reactions to experience in rea’
estate often fall into two types
One is that of the ootimist whe
feels that the conditions whick
adversely affected the perform-
ance of properties in the past will
never be permitted to. occur agair
and experience should, therefore

3| be:ignored. ' The other is.that o*

the pessimist who, having expe-
rienced some difficulty with. cer-
tain types of property, is unduly
nreiudiced against all such prop-
erties, reegardless of the reasons
for the d.fficulty. - He is like the
cat.that sat on a hot stove and
could never thereafter be induced
to sit on a cold stove. :

All types of property have beer
in difficulty at one time or. an-
other, Hence, a complete - exper
rience would cause the pessimis’
to see nothing but a dark future
for every parcel of real estate
Competent appraising for - mort-
gage investment requires a me-
dian between these extremer
which can only. be achieved
through the development .of
means - for - bringing experience

into- sharp focus so that'implica-]

tions can be truly reﬂected.

Experience Tables

The experience tables: of 'the
insurance business® are compiled
from thousands of case historier
tabulated and reduced to precise
factors < that - can be  employed
against known conditions to pro-
duce a forecast devoid of guesses
bunches' and - wishful ; thinking
The outstanding success of this
business in calculating risks whiclk
are no more predictable than the
earnings of ordinary rental proo-
erty .inspires the conviction that
appraisers and mortgage investors
could materially reduce errors by

‘| adopting similar procedure There

is ample proof in the records to
show that.if this had been. done
at the incention of the last nerind
of intense- real - estate activity,
most .of the improvident loans or
income property would have been
avoided.

Appraisers can be provxded with
exper.ence tables covering the
last 25 to 30 years with regard tc
the several classes of apartments,
office space. lofts and-hotels, - As
changes take place in supply,and

mand in, general, economic
céh‘»ditlon {he earnings of smgz

’properheq will continué’tn fith

(Contmued on page ‘38)

"By PAUL

on its electloneenng campaign in
a much-quoted pamphlet entitled,

g 1and,

Nahonahzalmn in Bnhm

EINZIG

Remarking that British Labor Government has pnchcally com-
pleted its nationalization program, except in case of iron and steel -
mdustry, Dr. Einzig points out if nationalization of steel industry
:is to be pressed, the set-up of organization will not be' disturbed.
and government will be merely a stockholder and not man;

LONDON, ENGLAND—When the British Labor Party embarked

1945, it published its program. in
“Let’s Face. the Future!” In this

document, it declared its intention of nationalizing ‘the Bank of Eng-
coal, ¢

eleetnc . Pow-
ler; transport
gas .and iron
and steel.
~With more

- than twe years |

. t0'go until the

next. . general
“slection,all

this, except|
.'gas. and. iron |
. ‘and steel, has
been natmnal-

"ized. The Dbill |

' providing for

the national-

ization of

the gas in-
dustry is well on its way, and
will be passed before this sum—!
mer. - There. remains the na
tionalization of iron and steel to
complete the five-year program.

A bill providing for the nation-
alization of iron and steel is un--
derstood to be in draft, and is ex-
pected to come before Parliament
in the late autumn or early win-
ter. It pursues a different course
from the legislation nationalizing
coal, electric power, transport and
gas.  All these nationalizations:
followed "an identical" pattern.” A
National Board was set up to ex~
ercise. supreme control, through
the . intermediary - of = regional
boards.- The government depart-
ment concerned, through the Na- !
tional Board, controlled the indus-
try. ' The adjustment of its man-
agement. to,. the new system of
control , requlred veryuextenswe
reorgamzatlon And reorganiza-
tion at short notice brought with
it a certain degree of disorgan-
ization...

The ' Government realizes that
Britain ' cannot afford at the
present stage a disorganization of
the iron and steel industry. ‘A
fall 'in steel output would have a
crippling effect: on British.econ-
omy. ' Nevertheless, political con-
siderations are likely to prevail,
and the Government prefers to
face economic disadvantages
rather than expose itself to the
opposition of Left-wing Socialists
by postponing iron and steel na-
tionalization.. A formula had to
be found, however, to reduce to a
minimum the disorganization
through nationalization.

Under this formula the Govern-
ment is to acquire all the stock
in corporations ‘engaged in the
production of iron and steel.” It
will henceforth be the sole stock-
holder of these corporations. And
instead of placing them under the
unified management of a Na-
tional Board, it will confine its
role to that of a private stock-
holder, ' exercising  control but
leaving the management in the
hands of existing executives. The
individual character of each cor-'
poration will be retained.

Dr. Paul Einzig

method- does- not lie ‘solely in the
desire to avoid a reduction of the
output through a sudden and un-
timely reorganization. - It is due
partly to the fact that many cor-
poratxons engaged in the produc-
tion of iron and steel also control
a wide variety of subsidiary in-
dustries.  Control of the parent
companies would mean control
of all this wide range of indus-
tries. It would be extremely diffi-
cult for a single National Board
to cope with them. The industries
hitherto nationalized were ' com~
paratlvely simple, their subsidiary

dustries could beé divorced. from

e+eontrolling ~'corporations, ‘"ot
they could be carried on by the

| the National .Board. -

The reason for the choice of this |-

Natlonal Boaids. Not so. with i iron
and steel.” To sever the subsidiary
industries: would in many cases
cause’ ‘irreparable heavy- losses.
And’ to: manage them centrally
would :be’ beyond the. power ‘61
Hence” the
decision to leave’ the ‘subsidiary
industries in- the hands of. ‘the
present -management.. The latter
would be controlled: by the Gov-
ernment, it is true, but, to begin
|with- at: any - rate, this contrpl
would “not entail: more' interfer-|
ence than the management is sub-
ject to at'present on the part
the principal stockholders. :

There is no likelihood of n
further nationalizations beyond|
iron and steel before. the nexi
general ‘election in 1950, But pland
are prepared for the second “five|
year plan” of Socialism in Britain
It is probable that the next elec
tion program will include the na-
tionalization of engineering, auto
mobile, shipbuilding and chemlca
industries The workmen in some
of these industries are alread
very impatent and are pressing
the Government to proceed witl
nationalization. ‘'To restrain thei
impatience, possibly the Governs
ment may take steps to achieve
the compulsory creation of joinf
boards through which employeed
would secure an influence on. the
‘management of industrial under
takings.. vl

There is much talk aboutA the
possibility. of the nationalizatie
of land and houses. ,vIt-is,‘;how
ever, too difficult and possibl
the Socialist leaders will prefer
to postpone it for the third
of five years. Likewise ther
much hesitation . about .the ﬁ
tionalization of commercial banks
Until recently this item headed
the short list of projected nation-
alizations after 1950.... But. thq
strong reaction of publxc opinio
in Australia to the nationalizatio
of commercial banks has made thd
Government think again.

Shipping is also among the. in
terests .which are intended to b4
nationalized, though not necessal
before 1955. Chain stores: ar
under. consideration, but on' bal
ance it seems probable that the;
will be left in private ownershx
for the present. i

Some moderate Soclahsts ar
beginning to feel that nationaliza
tion has already gone too “fay
They fear that if it should g
much further. the taxation of th:
profits of privately owned indus
tries will no longer suffice fo
covering the losses of natlonalxze
1ndustr1es :

Name Now Republlee
Research Gorporalion

W. R. Bull Management Co
Incorporated, 15 William Stree
New York City, has. changed i
corporate name' to Republic Re
search Corporation. The firm wi
continue to act as investment ad
viser and principal underwriter ¢
Republic = Investors Fund, Ind
and their subsidiary, Sovereig
Corporation, will .continue’to a
as investment adviser and.prix
cipal ‘ underwriter of Sovereig
Investors, Inc. Willia
will continue actively in’
of - the - company’s"af!aﬁ'
President.
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1948 Monetary and Credit Developmenls

By J. BROOKE WILLIS*

. Assistant Professor of Banking, Columbia Umvers«ty

" Dr. Willis reviews effect on money market and banks of Treasury’s policy of using surplus <ash io
reduce banks” government bond holdmgs. Says if it were not for repeated War Loan. calls, ‘money
market conditions could be eased. Sees rise in government shori-term rates, but pomts out Tise will be

: moderate, in order to avoid awud: of investors from long-term issues.

The first quarter of 1948 furnished an impressive demonstration of the’ restrictive in{
fiuence of applying surplus receints of the Treasury to-the redemption of government

| obligations held by the Federal Reserve Banks.

" sure on their' reserve positions¥

.. xnember banks were forced to 1i-
quidate securities. Loan expan-
sion was curtailed and deposits
contracted. Excess reserves of the
member banks fell by 899 million

"dollars, Weekly variations in the
forces which caused this decline
are set forth in the accompanying
chart.

"The primary force tending to
reduce bank reserves was the net

| inflow of .cash receipts to the
Treasury’s accounts with Federal
Reserve Banks, amounting to $6,-
183 million.  ‘Only a small part of
these net receipts were -returned
t0.the money market. $717 million
were returned through redemp-

tions of government: obligations]

‘held outside the Federal ‘Reserve
System: (included’ in Chart in
“All -Other Factors’). ' Also $284
million of Treasury receipts were
used to purchase government se-
curities for the Treasury’strust
and agency -accounts (combined
in Chart with Federal Reserve
System support purchases).” Thus
less .than :20%- of nef Treasury
| receipts . were . restored to the
money. market. . .

In order to prevent Treasu.ty
receipts from  being returned 1o
. the money market the authorities
deliberately - applied ‘the major.
portion -of receipts ($3,696 mil-
lion) to the payment ‘of govern-
ment securities held by the Fed-
<eral Reserve Banks and thereby
permanently  withdrew  the funds
from the market. In addition, a
‘smaller part -of Treasury receipts

pie S b

*A review ' prepared by Dr.
‘Willis for Department' of Finan-
cial and Business Research of the
Chase National - Bank * and . pub-
lished in “Financial Highlights,”
April 27, 1948, zssued by the De-
partment .

In response to fairly continuous pres:

($1,223 ‘million) remamed ‘on de~
posit with the Federal Reserve
Banks and. was thus withheld for
the nme being from the money
market, ‘

‘The po‘centlally drastic effect of
the tax’drain was neutralized in
considerable measure by a variety
of offsetting forces. (See Chart.)
Gold imports added $382 million
to bank reserves and return flow
of - currency contributed $1,083
million.. Because of the contrac-
tion in deposit liabilities, member
bank required reserves were re-
duced by $361 million, despite an
advance on Feb, 27 of .2 percent+
age points in the required re-
serves of New York City. and Ch.l—
cago ‘banks,

‘The rhost: important -offset t?
the tax drain was the “aggressive”’
market. purchases of government
securities by the Reserve System
and by the Treasury ‘trust and
agency accounts, 'These purchases,
totaling . $2,308 muhor}, supported
the. yield curve as revised on Dec.
24, .1947.". Purchases would prob-
ably have, been less than .they
were if | re]atlvely more -of the
Treasury’s ‘surplus had been ‘used
to ‘redeem -government securities
héld outside the Federal Reserve
Banks, But in  that event thé

Treasury’s . surplus . would . not
have - exercised the desired re—
strictive. pressure om ‘bank re-
serves, -

. The Tlveasury wm probably no‘.t
expemence a cash operating surr
plus in the second quarter.*Rough

| estimates which take:into' account

the reductions in: personal taxes
under the Revenue:Act.of 1948 ins
dicate that Treasury receipts. may
approximately cover. Treasury exs
penditures. Consequently, if furs
ther redemptions of maturing se+

eurities held by ! the : Reserve

CUMULAT!VE CHANGES IN: FACTORS AFFECTING
EXCESS RESERVES OF MEMBER BANKS -

B/LLIONS 'OF DOLLARS

December 31, 1?47—March 31,1948 .
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Banks are to be made in order to
prevent zn undue rise in excess
reserves, the authorities must vse
funds already on . deposit in the
War Loan accounts.l The amorn:
of such redemptions will depend
upon the extent to which reserves
may be increased by such factors
as market purchases :of govern+
ment  securities by the Federal
Reserve Banks,, gold imports, -etcl

Substantial calls must' be madé
upon War Loan" accounts regard—r
less of the possible further retires
ment  of government securities

calls are necessary because since
March 22 an increased proportlori

being ‘deposited. initially “in “War
Loan accounts instead of with the
Federal Reserve Banks. In' the
second quarter about $2;000 inil-
lion of wnhheld taxes will ‘be._so
diverted. - Consequently, 1ar g¢
amounts must be called from War
Loan accounts 'to cover -operating
expenditures as well as redemp-

ury’s - working - ‘balance ‘with “the
Federal © Reserve ..Banks.. ' Tota
calls in the second quarter may
reach $3,500 million -and w;lI be
partlcularly heavy in June.’

" If ‘it were not for the’ mfluence
of repeated War Loan calls, money
market conditions during the next
few months ‘would ‘be eased. In
any: ‘event, the 'disappearance .o
the Treasury surplus,. -togethex
with' the “evident commitment to|.
maintain - . the " long-term rate,
greatly ‘diminishes the “‘power of

'| | Net. sale of savings -bonds_ .

the authorities to control, -credit,
In periods of Treasury deficits the
redeng:tlon ‘of securities’ by Fed-
sral ‘Reserve Banks will require
‘borrowing from “the commerma]
banks. unless the sale of sgvings
bonds and .of ‘other sécurities* to
non-bank- investors -can 'be'. in-
creased. Unlike taxation ‘the:bor-
rowing of funds from .commercial
banks for the purpose of: retiririg
securities: held by the Federal Re-

serve Banks is not likely to proye
restrlc‘tlve ‘as. long as the yleld

curve . ig .pegged by.-the Beserve /

1'Net sales of savmgs bonds. may furt

| mish $500 'million dependmg on ‘the 'suc+

tess -of 'the. Security. Loan 'Duive “from
April . 15 t0 June 15, but- voluntary
““urn-ins” - of marketahle deb! nw o%s
ceed this figure,

Detailed Analysis -of Monetarys

-and Credit Devélopments’ dn

iThe First. Quarter = . ",

. The ‘principal sources:. and ‘uses

of Treasury cashfunds during the

first 'quarter «(Dec.' 31, 1947 to

March 31, 1948) are summarlzed
bel ow: - ;

Sources mf Funds o

“En: mlllxons) ¥

Net cash operating. recelpts $6 183

684

Net sale of savmgs motes-__- ' 55

Mlscellaneous Shes

- Uses of Fuiids ~
©(in ‘millions)

«Cash redemption of market-
able Governmen‘t secur-
ities ‘held by: )

Federal Reserve Banks $3,696
- 'Others -__. 1
Net. purchases - of market-
. able securities by Treas-
-ury trust and ageney ac- .
- counts - :

Increase in’ General Fund

balance bt

held by the Reserve Banks, These |-

of ‘current 'Treasury receipts is|:

tions of debt paid. from the Treas-’

the trend. to-: -*
ward iewer '
‘but.larger. 4
farm. ., units,” .
s.a-id Mz,

System. If the yields selected for

i | pegging are too low tne Reserve

Banks will perionce abzorb sacur-
ities and thereby enlarge member
bank reserves. Consequently,
short-term rates on government
obligations .will” probably be .al-
lowed to rise in order to enhance
their relative attractiveness 1o in-
vestors. - Increasas in shorf-term
rates will ‘of necessity be 6f mod-

‘{est proportions -as otherwise the

yield eyrve .may bz unsettled by
the switching .of investors from
longer-term to skorter-term  sz-
curities, In view of this dilemma
Governor - Eecles’ testimony- -on
April 13, before the Joint. Com-
mitte€ on the Ezonomic Report is
of more than passing interest. His
renewed recomumendations -fo1
power . to. compel. banks ‘to holc
short-term. government ‘securitie.
as. part .of their.required reserve:
is now -advocated as being essen-
tial to facilitate. short-’nerm Trezs-

ury borrowing from the commer-
cial banks.

Sources of Funds — In add1t1on
to net operating receipts of $6,183
million, ‘the Treasury obtained
$739 million from the net sale of -
savings bonds and notes. The lat-
ter figure was -about $211 million
less than in the first three months
of 1947. .

Uses of Funds — The principal
use of funds was the redemption °
of $3,696 million .of “maturing

‘marketable government securities

held by- the ‘Federal - Reserve
Banks, This use of receipts was
the chief restrictive force affect-
ing the reserve "positions of mem-
ber banks.” - The cash redemption
of marketable securities held by
others was only $717 million.
Market support purchases of gov-
ernment. securities -by the.Treas-

urys trust. and agency accounts
3mounted t0 $284 million.

¥

The l’uture of the Farm Market

. George Krizgzr warns aga'mst drastic repercussions '-on mafion’s
-econemy, wlnch would _ensue: from turta.dment of agncuitural

o 'buymg power,’ . ¢

A sharp warnmg agaxnst curtaﬂmg -farmers’ Jbuymg power be-

cause of the unprecedented jmportance of today’s farm market, was
sounded by George Krieger; agricultural engineér of Ethyl Gorpora-

tion, speaking before the Amerlcan “Marketing Assomatlon in New

York .City -on
May..7,.-1948, - ..
“The’ future
of - the .spe~ . ¥
cific farm
‘market — in
contradistine~ .
tion = to - the -
rural . or sub-
urban market:
—is:‘a con- -
tinuation of

f

o

K rieger,: Gaerge Kmeger

“greater .farm . ..
capitalization; larger camtal /and
operating . .expenditures for.pro-
duction goods;. smaller expendi+
tures . far, consumption : goods
because - .of the . diminishing -of
the ‘number': of  farmers; ~but
a’ net “total overaIl greater ' cash';

contnbutlon to bu s iness ane

‘| par value, of Halliburton Oil Well

Halllbmhn ‘Commen -
Slock Being Gffered

‘Lehman Brothers -and -Blyth &

: Co Iac. head a nation-wide group

that offered publicly May:12 680;~
€00 shares -of ‘common -stocls, $5

Cementing Co.,-at $25 per -share,
Of . the 680,000 shares: -offered,

- €00,000 are being-sold by Mr: and

Mrs. Erle - P, ‘Halliburten “and
80,000, by- The ‘Atlantic, Refining
Co Mr. Halliburton is Chairman
©f the company /and its ‘principdl
execulive offiter; Inaddition,; Mr,
and Mrs. Halliburton are oﬂ‘ering

50,000. gharcs of comnion stock to
employees of the company at
$22.50 per share,” Alter the stock
sale, mcludmg the shares offered
'to; :employees, ‘the Halliburtons
. will each _own 31,000 shares and

mdustry At the same tlme thls 1 A‘tlantlc Rcﬁmng will own none,

greater . ..contributien - brmgs a
negative; a "threat to the ‘batance
of "the ‘economy. because . of the
greater reliance , on iarm spend-
ing.”

pomts -of hoped,—fo,r profits dnd
fear.of .a farm= caused depressmn,
the farm market ‘beeomes of vasta
? |1y ‘more:importance rte any 'seller
in.that flel.d than:. it was before
the’ war, or, for that mattex:, ever
'before in - history;” Acontmued M
Krieger. ..~“When’ farmers -were
buyers of a small amount 6f ‘pro-
duction . goods:.and..a somewhat |
larger-: amount "of - ~consuniption

1 ['goods, their: total” impact. on. the
.| economy | was difflctﬂ:t to see or

to'.evaluate. Now ' that- they are
large ~buyers -of heavy 1ndustnal
(machinery ‘* and - equipment),

.chemical,. petroleum. and . strucs

‘tural: - -supplies - . and r» relatively

953 | smaller buyers .of consumer gopds,
'~ |any lcurtallment of buymg power )’
.| must have a sharp impact on the |

lndustrla.l .and commercial econ-

omy.” -
‘“The farm market then is not

7 somethmg merely to ‘woo for ex- |
Mr.. Krieger con-

pected profits,”
cluded. “It Js .also .something fo
study, to follow closely, as a clue
to ' general -economic
More than ever before, we must

| havé astable- farm economy ' to

msure a stable general economy.”

’ “Cﬂearly ﬂ)en, both from standa ,

health. {;

.The vemainder of the -company’s
common ‘stuck 520,000 - sharres, xs
owned . beneﬂclally by - seve'n
stockholders, .each of whom has
advised - the ‘company- that:it- hds
no present intention of dlsposing
‘of any of ihe shares 50 owned
The company, whose puncapal
office is located in Dunzan; Oklad-
homa, -was originally engaged in'.
the 'oil’ and gas” well: ceinenting
busmess In addmon ‘it now offers -
retrievable cementer, 0il well for-
mation Hesting; m.l ‘well acldlzmg,
dump ‘bailer and electrma[ well 3
s:e.rwces T‘xe _company also, qwns -
manufactumng facilities -£or- the
‘production of- both the specidlized -
equmment used 'by~ lﬁ ‘and tools |
and equlpmcnt for sale to the o,Ll i
and gas industry. - g :
The field operations of ‘the com—
pany. are conducted. in 19, statesr "
in the United States and.a foreign .
division. operates in several foB~ !
eign countries. o R
For the nscal vear ended Dec.‘

31, 1947, ihe- company’s /‘unsoh-‘ .

dated gross revenues amounted 10
$40,862,690, ‘and net iacoine was
'$4,801,687. In addition 1o 1,312,000
shares of commen stock, the com-
pany has outsuand;ng $o 000,000 of
2149 .serial notes, due 1949-1953:

It is expected :that application
will be made to list the company’s
-ccramon stock on - the New York

Stock Exchange.”
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NEWS ABOUT BANKS
AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
*NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

! Announcement was - made on
May 7 by the New . York State
Banking Department of approval
on April 30 ¢of a certificate of in-
crease of capital stock of the Bank
of New York from $6,000,000, con-
sisting of 60,000 shares (par $100
each), to $8, 000,000, consisting of
80,000 chares, par $100 The in-

crease occurs incident to the mer- |

ger of the Fifth Avenue Bank of
New York into the Bank of New
York, under the title of the Bank
of N.ew York apd. Fifth ‘Avenue
Bank. The most recent item in
these columns relatlve to the mer-
ger appeared in our issue of May
6, page 2000. -

: kW

Talbot: Babeock, formerly As-
sistant Vice-President of The Cen-

tinental Bank and Trust Company

of New York, has been elected an

““'Assistant Vice-President at Bank-

ers Trust Company of New York
and Martin N. Hendrick has been
promoted to the position of ‘Assist-
ant :Secretary, it was announced
on May 8 by S. Sloan Colt, Presi-
dent. Mr. Babcock was associated
with The Continental Bank for 17
years and was an ofhcer in the
banking department. He is a mem-
ber of the Robert Morris ' Asso-

" ciates, bank credit organization.

Mr. Hendrick has been a member
of the.corporate trust department
staff and has been with Bankers
Trust Company for 19 years,

# S

Harvey D. beson, Presldent of
Manufacturers Trust. Company of
New York, announced the. retire-
mnt of Charles A. Smith, Vice-
Presxdent at an officers’ dinner at
the Hotel New- Yorker on-May 5.
Mr, Smith started with the bank
on May 1, 1899, then known as
The State Bank when he was em-~
ployed as a messenger. Advancing
through the bank’s many depart-
ments, he was promoted to Exec-
utive VICE-PI‘ESLd"nt and director
at the time Harold Richard, now
a director of Manufacturers Trust
Company, was promoted to Presi-
dent. - Upon his -retirement’ Mr.

Smith was Vice-President at the
bank’s bead office.

% # %

E Chester Gersten, President of
'I‘he Public National Bank & Trust
Co. of New York has'announced
the following ‘appointments at the
main office: .Joseph M. Barnes,
Assistant’ Cashier, was appointed |1
an Assistant Vice-President; Ed-
ward D. Tisch, was appoxnted an
Assistant Casluer

% % %* -

Friday’ evenmg May 17, at the
Arion Club in Brooklyn, the em-~
ployees of the Roosevelt Saving?
Bank of Brooklyn, N. Y., produced
the first musical ‘extravaganza in
the bank’s history called. “Bank

'Notes 'of -1948.”" More than 350

trustees, officers, employees and
friends of.the bank attended. In
the cast were 17 of the bank’s em=
ployees who wrote ‘the show and
built the scenery. The production
was directed by ‘a  professional
coach, who provided the orchzstra
for dancing after the performance
Adam, Schneider, Jr., President of
the bank, spoke brlefly commend-
mg the employees in ‘demonstrat-
ing their resourczfulness in. pro-
duycing ' the show which he. de-
scribed. as equaling thoce of pro-

* % #

An increase in the capital of the

' ‘Bank of Port Jefferson, at Port

Jefferson, N, Y., from $100,009 to
$500,000 was approved by the New
York State Banking Department
on April 30.. At the same time the
Department made known the ﬁl-
ing of an agreement of merger o

itized for FRASER
//fraser stlowsfed org/

the First National Bapnk of Pori
Jeiferson into the Bank of Port
Jefferson. The chang2 of the name
of the latter to the Bank of North-
arn Brookhaven was also approved
by the Banking Department on
April 30, and the*merger is to be
asifected under that title.

w % %

Reuben G. Clark,  Vice-Presi-
dent of the State Bank of Albany,
N.. Y., has been-elected President
of the Savannah Bank & Trust
Company of Savannah, Ga., it-was
stated in “the - Albany “Times-
Unjon™ of May" 5, which reports
that he’ will take over his new
duties about June 1. The Albany
press advices also said: " -

“Mr, Clark ‘came to . Albany
nearly 20 years ago as a represen-
tative. of Dillon Reed & Co. He
oined the State bank in 1929. Aft~
er - serving as Cashxer, he. was
elected Vice-President in 1936. He
is a native of Rome, Ga., and- for
many years lived in Savannah.” ,

R By, S B ¢

Frederick ' W. Macomber, Vice-
President ‘and Treasurer- of . the
New  Brifajn Trust Company 'of
New Britain, Conn., died on May
t. The Hartford ‘Courant” reports

{that he had been' associated with

the -trust company for - about 40
years.
#o% *

The electlon of S. Guernsey
Jones, the Vice-President of Na-
tional Newark & -Essex Bapking
Co. of Newark, N. J., as a director |
of Dime Savmgs Ingtitution” was
announced on May-7- by Alvah'S.
Amerman President of Dime Sav-
ings Institution of Newark,  ac-
cording to the Newark -“Evening
News,”
Jones - is Vice-President’ of New
Jersey Association of Credit, Exec-
utives and’ Chairman of the For-
eign Trade Council of the Newark
Chamber of Commerce. ;. ’

#* #* &

The election of Gary. M. Under-
1il]l: as Executive’ Vice-Presjdent
of The Charter Bank of Philadel-
vphia was announced on May 10 by |’

President Ralph W. Pitman, ‘The|

Charter Bank, with its predeces-
sor The Morus Plan . Company;
will celebrate -the "35th anniver-
sary of its foundmg on-~June 9
President Pitman g’ well: known
both as.a banker and as Treas-
urer -of the City of Philadelphia.

Mr. Underhill has been execu-
tive -director .of the. Consumer
Bankers Association; with national
1eadquarters in Washington, D. C.
for the past three years,  During
the -war, he was a Lieutenant in
the Naval Reserve, assigned to the
Txecutive Offices of the Seerztary,
Navy * Department, “Washington.
Prior to -the war, Mr. Underhill
was - Assistant . Vice-President - of
the state-wide Bank of Virginia;

He -served ' ag President' of the
Richmond-  Junior.. Chamber. - of
Commerce, director of-the Vir=
ginia - State Junior: Chamber ; of
Commerce, and - has been identi-
fied with various other civic com-
mittees.
been ‘a member: of the "National

| Public Relations Comimittee .of the

American “Institute - of . Banking
and the Committee on  Banking
Education . and Public Relations
for the Virginia'Bankers Assocxa-
twn . B
% T !#' ft., - e
The l\atwnal Bank ‘of Wyan-
dotte, at Wyandotte, Mich., in-
creased its capital, effective April

21, from $200,000 to $260,000 by |,

the -sale -of new stoek, it was an-

nounced by the  Office -of i"the’

Comptroller. of the Currency on
April 26. ;

P A
B 21

which states . that . Mr.

< the " officers”'and- directors.’

Mr, Underhill-has’ also|’

—y—

Controlling interest in the First

Natlonal Bank of Hopkins, Minn. ||

has_been purchased by the First
Bank: Stock Corp. of Minneapolis,
it is learned from the Minneapolis
“Star” of Apnl 29, which in part
sald

“Announcement  of the sale
was made today in a joint state-
ment by F. H, Kriz and W. A.
Zastrow, Chairman and President,
respectively, of the Hopkins bank
and A. H. Kennedy, President of

.the corporation. Through purchase

of -this  interest by First Bank
Stock, the Hopkins bank becomes
affiliated withe 74 other First
sroup banks operating 79 banking
offices in Minnesota, the Dakotag
and Montana, among them First
National of Minneapolis.

“The Hopkins bank has a capi-
tal structure totaling $214,476 and
deposits of $3,874,000. In addition
to Messrs. Kriz and Zastrow, othar
officers are O. G. Cermark, Vice-
President;.S. H. Severson; Cashier,
and Mrs. D. M. Bergmann and
W;lllam L. Moran, Assistant Cash-
1ers

P Ao

i Approval by the Comptroller of
the:Curréncy of the consolidation
of the First Security Bank of Uth,
National Association, and the First
National Bank of Salt Lake City,
Utah: was made - known by the
Comptroller’s:. office ‘on' May 3.
The.consolidation - was : effected
under the charter and title of First
Security Bank- of Utah, N. A., with
common. capital stock of $3 000,-
000, divided into 120,000 shares of
the par value of $25 each, and a
surplus  of $3,000,000. The First
Security  Bank had a capital of
$1,200,000, while the-capital of the
First National Bank of Salt Lake
City was $1,000,000, - The consol-
idation , was made effective as of
the close of busmess April 30.

%" L, SO

! Oscar N Beasley, who recently
relmqulshed his duties as” Presj-
dent of ‘the Beverley Hills (Cal.)
National Bank & Trust Co., to
continue ' in “‘active -service as
Chairman of the board’of the in-
stxtutlon, celebrated on May 5 the
60th-anniversary of his entry into
the” banking  field, according- to
the' Los ‘Angeles’ “Times” A Te-
ception in his honor was tendered
Mr; Beasléy on the occasion by
“Mr.
Beasley’s son; Robert S. Beasley,
who had been Vice-President, has
aucceeded him'in thé Presidency

Pt S s (e * e

In a ‘series .of changes on April
27: by directors of the . Seattle~
First National® " Bank of . Seattle, |-

Wash., -Charles D, Saunders was |,

elected Vice-President of the bank
and five members ‘of the bank’s
staff received promotions. As to
these changes, the Seattle “Tlmes
of April 28 stated:

“Lawrence M. Arnold and Thos

F, Gleed, Chairman and President, |

respectlvely, announced , the ad-

vancement of Richard C. Mac-|.

Donald and  Joseph E. Muckley
from Assistant Vice-Presidents to

Vice-Presidents;. W. Gleen Jack-
1 son,

Manager . of the : Dayton
branch, to Assistant Vice-Presi-
dent; Gus Asplund, Jr., to Assist-

in the main office at Richmond. 1ant Cashler, and Harrlson C. Ells-

bury, from the mam-oifxce credit
department; to. Assistant - Manager

of the Georgetown branch in Seat-

tle.”

From the same paper we also
quote: !
(“Mr. Saunders who has been a
Vice-President and director’of the
First National Bank of Omaha, is

‘expected to assume his' new post

here about June 1, ‘He was Presi-
dent of the Omaha Chamber of

Commerce’ in 1945; formerly was
prominent in ‘banking in Iowa,
and later: was Treasurer of the
Bankers Bond ' & - Share: Co.. of
Omaha.  As Chairman of  the
Omaha Power ' District’s finance
committee, -he arranged that dis-
trlct’s $42,000,000 fmancmg pro~
gl‘am : |

Utilities Lag in Bull Market

. . Despite the fact that the utilities enjoy continued and almost "
unlimited growth prospects they have -participated only modestly

in .the recent “bull market.”

The Dow Jones utility average has -

advanced only from 31.65 (the year’s low) to 34.55 (May 7 close),’

while rails have jumped -fromn.
48.13 to nearly 59, and industrials
from 165 to 182. Of course the
rise in’ the industrial group has
been highly selective, ‘with oils
probably making the best show-

ng. . :

''rhe slightly disappointing ac-
tion of the utility stocks may be
due in part to irregular earnings
statements for ‘the first quarter,
and fears that the utilities. will at
last be unable to absorb -rising
costs through larger gross reven-
ues. In recent weeks the rate of
gain for kwh. output has receded
slightly . to .around 8-9%, while
fuel costs have continued to rocket
/| upward, due to (1) higher pricer
for coal and oil;. (2) ' increased
rail rates; and (3) continued use
of inefficient steam' plants'due tc
unfavorable hydro: conditions ' in
many sections, plus heavy opera-
thD.S s

Thus far in 1948, however, the
electrxc utility *. companies have
made a fairly good showing. Jan-
uary net from operations. for all
class A and B electric utilities was
down 4.6% and February was off
20%, as compared with 1947. Nel
income’ after charges was - off
10.2% in January but gained .9%
in | February It may be of interest
to take a look at the February
fl,gures and see how the compa-
njes were able to’ balance theix
income. account' despite an in-
crease of 43.6% in fuel costs (now
almost equal to the amount of
net . income. itself). Gams and
losses '(in millions) were as fol-
lows:

Gaing— ... . .
Revenues ot

Total gams

‘Losses—
Fuel
Wages -
Miscel. expenses .-
Depreeiation
‘Taxes
Interest :

Total losses

Gam 1n net’ 1ncome

These results ‘were obtained de-

spite a decliné in residential rates,
partially offset by, higher indus-
trial rates as the result of fuel
adjustment clauses, On an over-
all ' basis, average, revenues pex
kwh. were slightly higher in Feb-
ruary this year compared w1th a
year ago. .
As regards fuel costs, drought
conditions ' have ' now- eased :in
California, and to. some ‘extent
elsewhere., Fuel consumpuon for
all electric utilities in March was
11% under that of January. Pro-
ductjon of power by hydro gen-
erators increased about 2% %, over
last year, whereas the. increase
in February was neghgxble, and
in'Jariuary  there was a substan-
tial decrease.

‘New ‘generating - stauons are
now beginning to replace obsolete
equipment, the net gain in.ca-
pacity in March - being - 293,000
kw.; in February, 465,000 kw., and
in. January, 108,000 kw makmg
the amount for the quarter 866,-
000 kw. and bringing the total u
to 53,077,000. If this rate of grow

continues the 1948 gain would be
nearlv 3% . million kw., or about

a 5.6% increase. With' further im-
provement in the hydro-electric
situation this should Trelieve
mounting fuel costs, Of course,
Mr. Lewis will doubtless seek an-
other’ wage hike in June, resulf-
ing in another increase ‘in .coal
prices, but the presentindustrial

trend indicates general opposition’

to'a third round of wage increases.
Even if prices advance, the utili-

ties may be able to absorb this. -

punishment if they are-favored
with good rainfall and their
new equlpment ‘comes  through
promptly.

Some of the apathy. toward the

utility stocks may also have been -
traceable to lack of important de- -
velopments in the holding com-,
pany field, While some progress !

has been made, notably with °

Electric Power- & Light, Public :
Service of New Jersey, and United *
Corp., in general the recent tempo -

has been slow, and there have
been few speclal moves in holdmg
company securities, *

Natural® gas stocks have con-

tinued to reflect the snecial inter-_ -
est in this branch of the industry,*
which is showing steady though

not spectacular improvement m :

earnings. .
Elec¢tric utilities ' can not be
classed as inflation stocks, but the’

fears. that. they must necessarily “
inflationary = price -

suffer . from

trends have now been somewhat: -

dissipated. With the - present

growth of business limited only -

by available capacity,” and with:
fixed charges showing :little in-
crease, mvestors may ‘ again be
tempted to purchase electric util~
ity equities for their generous
yields, which currently average

around 6.7% and range as high as .-

8-9% t;or many stocks,

Municipal Bond Club

| Of Phila. Elects

- PHILADELPHIA, PA.—At the

e Seventh Annual Luncheon Meet=- -
: Jng of 1he Mumc1pal Bond Club
P [ 2

Freeman G. Grant

of Phlladel,phxa, the following of-; .

ficers and governors were elected:

President, Freeman G. Grant,
Dolphin & Co.;
William . F. Mllls, Philadelphia -
Natiopal Bank; Secretary, George

3

Vice-President, ; .

J. Hanley, Walter Stokes & Co.;* +
Treasurer, William Battin, Yar-;

nall: & Co., -
Governors:

Robert V. Wehr- I.

heim, Philadelphia National Banl&,] :

Pussell M.- Ergopd, Jr., Stroud
Co.; John H. Derickson, Jr., E H

Rlling & Sovs, Inc. A

E. E. Parsons, Jr., Dir. :
E. E. Parsons, Jr, of Wm. J.i
Mencka & Co,, Cleveland, and’
Robert W, Kerr have been elected:
Directors of Billings & Spencer;

v

Co., Hartford, Conn., manufactur— 9

ers "of forged hand tools

Mr Parsons is a_Director of the
Bmgham-Herbrand Corporation.

Mr. Kerr is a Vice-President -

and Director of the Bingham-Heyr~
brand Corporation and formerly "~
Executive Vice-President and

Sales Manager of the Plomb Took .
He .is a member of the Ex~"

Co. -

ecutive Committee of .the Ameti-""

can Hardware Manufacturers As- -
sociation and a Director of the Na-'

tional Standard Parts Association:
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The Revised Proxy Rules

(Continued from page 19)
else who might be soliciting
\ Pproxies for the same meeting or
subject matter. ‘As the banker or
broker is exempted from compli-
ance with the-regulation on the
assumption that he-is a disinter-
ested intermediary, it seemed
only  fair and appropriate that
where more than one solicitation
is being made with respect to the
same meeting or subject matter
he should forward to the person
solicited copies of all material fur-
nished to him by either the man-
agement or the opposition. How-
ever, the revision entitles the
banker or broker to reimburse-
ment for his reasonable expenses.
Although he is expected to act
only as an intermediary for
others, the exemption permits him
to give the person solicited ap-
propriate -instructions .as to  the
L execution and forwarding of the
proxy or to request instructions
froth the person solicited as to the
Fmahnner in which the proxy should
be executed.
] fhe previous rules .required
than an annual report should be
. sent to security holders prior to
any _solicitation involving the
election of directors. .~ That pro-
| vision operated to require the
| sending of an annual. report in
connection with special meetings
where only one or two. directors
were to be elected to fill unusual
vacancies. In order to avoid this,
the revised rules require an an-
hual report to be sent to security
| holders only in connection with
annual meetings -at. which di-
tectors are to be elected.4

The old rules also required the
| ‘annual report to be sent to the
Commission at the time it was
sent to security holders. Under
the revised rules, where the an-
nual report goes out to security
holders in advance of filing the
preliminary proxy material with
. the Commission the report need
b not be forwarded to the Commis-
sion until the perliminary proxy

| material is filed.5 . 1

Clarification of Agenda

The new rules require that the
proxy form shall identify clearly
and impartially each matter or
group of related matters to be
acted upon whether proposed by
the management or by  security
holders.6 That requirement is not
intehded to prevent the manage-
metit from identifying its propo-
sals as such, but is intended to
prohibit any presentation which
will de-emphasize or obscure in
the proxy form proposals put
forward by security holders. The
proxy statement is the proper
forum for argumentation and per-
suasion and . the . proxy form
‘should not be used for this pur-
pose. The inclusion in the form
of proxy of recommendations’ or
other devices designed to empha-
size the management’s proposals
at the expense of those put for-
watrd by security holders . is like
electioneering at the polls and
sheuld be avoided.

_ Both the .0ld_and the' revised
b § provide that the security
holdfer shall be afforded an ep-
Yortunity in the proxy form to
approve ‘or’disapprove each mat-
Y ‘or_group. of related matters to
b ‘acted; upon pursuant to- the

Proky, other than elections-to of-|"

ce. The revised rules permit the
holder of the proxy. to'exercise
Teasonable discretion' in 'those
cases where the security holder
does not indicate a choice, but the
p¥oky form must indicate the
béna fide intention of the proxy
Heler as to the manner in which
@ utitvarked proxies will be voted.7
The comments of your Society
on this particular rule stated that
the ‘Commission is apparently at-
1 ting to change the basic con-
t of corporate law to one in

z ule X-14A-3 (b).
le X-14A-3 (c).

which the stockholders participate
in the corporation’s atfairs, not
through discussion but by ab-
sentee ballot. It seems to me that
that analysis is not wholly accu-~
rate. It overlooks the fact that
the Commission has done nothing
to limit discussion by stockholders
of corporate affairs,. That phe-
nomenon is merely -one conse-
quence of the historical develop-
ment of corporations. What the
Commission is attempting to do
through this rule is to preserve
and facilitate stockholder partici-
pation in corporate affairs in the
face of the circumstances that
have evolved in corporate affairs.
Under the present conditions it is
impossible for any considerable
portion of a large corporation’s
whole body of stockholders to
journey to its principal offices and
participate in stockholders’ meet-
ings. The proxy rules attempt to
provide a workable - substitute,
whereby the stockholder is given
full information as to the proposed
agenda in the proxy statement and
in the proxy form is given an op-
portunity to express his wishes as
nearly as practicable in the same
manner as he would express them
by voting in person at the meet-
ing. k :
Selection of Auditors

Your society also urged'in its
comments that the selection of
auditors be treated' in: the same
manner as the election of directors
or officers; that is, that stockhold-
ers be permitted to vote for, but
not against,. particular auditors.
While it may be true that a large
number of widely scattered stock-
holders can not select auditors,
they can register their disapproval
of a selection tentatively made by
the management. Because of the
important position which auditors
occupy, it seemed to the Commis-
sion important not only that they
should be approved by a majority
of the stockholders but also tnat
stockholders should, be given an
opportunity to regis’t'(;r,‘}heir dis-

varied suggestions were made for
changing this rule. Most of the
suggestions would have resulted
in severely limiting or restricting
the usefulness of the rule, The
Commission’s experience has been
that the privilege accorded by the
rule has not been abused to any
great extent. Accordingly, most of
the suggestions were rejected
However, certain changes were
made in the rule which we believe
are likely to make it operate more
efficiently. In the first place the
revision makes it clear that the
management is entitled to reim-
bursement for any expenses in-
curred in complying with a stock-
holder’s request for information
preparatory to the mailing of so-
liciting material and for expenses
incurred in connection with the

persons, -of which :your Society
was one, in commenting on the
proposed revision expressed a lin-
gering fear of liability for mailing
libelous material, As a practicable
matter this has not proved to be
a substantial problem.

The previous rules were not
clear as to the circumstances un-
der which the management was
required to mail material to bene-
ficial owners of securities, The
new 'rules provide that if the
management intends to solicit
beneficial -owners through bank-
ers, brokers .or other-persons, it
shall also see to it that sufficient
copies of the stockholder’s solicit-
ing material are placed in the
hands of such bankers, brokers or
other persons as will enable them
to supply copies fo all such bene-
ficial -owners. ;

The revised rules contain a new
provision that in lieu of furnishing
a stockholder information as ‘to
the cost of mailing his soliciting
material, or of mailing the ma-
terial for him, the management
may supply the stockholder with
a reasonably current list of secur-,
ity holders in order that he may:-
transmit - his “material to them.11

approval. ‘

Up until the latest revision of
the proxy rules, follow-up solicit-
ing material was not required to
be filed with the Commission be-
fore being sent to.security hold-
ers, although it was required to
be filed concurrently with such
transmission. 'As a result it fre-
quently happened that inaccurate
and misleading follow-up material
was sent to security holders with-
out the Commission having an op-
portunity to review the material
and point out its inaccurate or
misleading character. - Further-
more, a number of cases occurred
in which follow-up material was
used. to convey to security holders
false' ‘or misleading statements
which had been deleted from the
proxy statement at the insistence
of the Commission, “Accordingly,
the revised rules require that fol-
low-up material must™ be filed
with the Commission at. least two
days - (exclusive. - of - Saturdays,
Sundays or holidays) prior to the
date when 'such material is sent
to security- holders.8 ‘Provision ‘is
made for shortening the two-day
period and. it is expected-that in
most - cases  follow-up - material
will be “‘cleared”: fairly promptly.

"Proxy Solicitations
For . similar: reasons. .the new
‘rules require the, advance, filing
| with . the - Commission -of, ‘'written
instructions furnished. to personal
solicitors for their use in solicit-
ing proxies.® However, such. in-
structions are required to be filed
only where they. discuss or review,
or comment upon the merits of
matters to be acted upon.

The revised regulation contin-
ues in effect the( rule requiring
the’ management of ‘an issuer to
mail a stpckholder’s soliciting ma-
terial for him.10 Numerous and

8Rule X-14A-6 (b). . ' :

g le X-14A:4 (a).
“TRule X-14A-4 (b). .-

itized for FRASER
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This - provision, however, is en-
tirely optional with the issuer.

The revised regulation also con-
tinues without substantial change
the rule requiring the manage-
ment to include a security holder’s
proposal in its own proxy ma-
terial and to include also a one-
hundred word statement by the
security holder in support of the
proposal  if the management in-
tends to oppose it.12

In the comments on the proposed
revision tnere were suggestions
for extending the scope of this
rule and also for limiting it one
way or another. For example, it
was- suggested that managements
should be required to give 60 to 90
days’ notice of intention to solicit
proxies and to invite proposals
from stockholders. It was also
suggested -by way of extension
that . the ' category  of «proposals
which must be submitted to stock=
holders by the management should
be enlarged to-include ‘matters of
general interest to:. stockholders
and - that- the ‘one-hundred -word
limit in support of such proposals
should be increased. On-the other
hand ‘it was" suggested that - the
number of times a proposal might
‘be ‘repéated-should be limited or

. |-that the proposal néed not be in-

cluded if-it had already failed to-
receive a- certain: percentage of
votes or if the security holder:did
not--own ' a 'certain- minimum
amount of securities. We feel that
the rule has had a salutary effect
during the period it has been . in
effect in that-it has provided.a
convenient medium through which
a stockholder may place worth-
while proposals before his fellow

crease the responsiveness of man-
agements to the wishes - of - the
stockholders as a whole, Our
records show that the rule has not
been . .abused;.:in fact ‘security
holders have resorted to it much

L e . y o) Teseli
2’11 Rule X-14A-7 (c

9Rule X-14A-6 (d), - - (T
10 Rule x-144-1; e
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mailing of such material. Certain|

stockholders and has tended to in-|

less frequently than it was origi-
nally expected they would. Dur-
ing the past five years less than
2% of the companies complying
with the proxy rules have in-
cluded stockholder’s proposals and
one-hundred word statements in
their proxy material. The Com-
mission felt that the requested
extension of the rule would tend
to convert stockholders’ ‘meetings
into a forum for the endless dis-
cussion of economic and political
questions not directly related to
the business affairs of issuers. It
also . felt that the placing of
limitations upon the rule at this
time was unnecessary. Of course,
if 'in the future 'the rule should
come to be used to harass issuers
unduly, the Commission can al-
ways adopt appropriate amend-
ments based on what experience.

Information Required in Proxy
Statement '

I will not attempt to touch upon
all ‘changes of " substance which
were made in  Schedule = 14A,
which specifies the information
required to be ‘included in the
proxy statement, but will only
mention a few of ‘the more im-
portant changes. The general pur-
pose sought to be achieved in the
revision of this schedule was to
make the requirements more ex-
plicit and less dependent upon
administrative interpretation.-To
this end certain items have been
broken up into several items in
order to deal -more - adequately
with specific situations.

In certain states dissenting se-
curity holders  are required to
follow ‘a specified statutory pro-
cedure in order to perfect their
right of appraisal. In order that
security holders may be advised
as to such procedure the revised
schedule calls for a description of
the - procedure in those ' cases
where one is required to be fol-
lowed.13

Schedule 14A, prior to the revi-
sion, called for information as to
remuneration only where the
election of directors was a matter
to be acted upon at the meeting.
The new rules call for such in-
formation also where a remuner-
ation or pension plan in which

‘directors or officers will partici-

pate is to be acted upon or where
the stockholders are to be asked
to authorize options for directors
or officers.14 The Commission felt
that in' all of these situations the
security holders were entitled to
know what rewards the manage-
ment was already receiving before
voting upon the granting of addi-
tional benefits. . :

Publicity of Official’s
. Remuneration

The question of the extent to
which the individual remuneration
of directors, officers and nominees
should be disclosed has  always
been a difficult one. The proxy
rules have proved no exception.
The preliminary draft which was
sent out for comment called for
the individual ‘remuneration of
each director or nominee for elec-
tion ‘as .adirector ‘who received
more-than $20,000 a year and each
of -the .five highest-paid :officers
receiving more than that. amount.
As was expected, quite ‘a.variety
of comments and suggestions were
made in regard -to_this Tequire~’
ment. .For .example,. it was sug-
gested -that  no . individual re-
muneration be called-for, or that
the $20,000. cut-off: be substan-
tially increased, or that-the
number.. of , officers -whose Tre-
muneration.. it - called  for be
reduced. After considering all of
the suggestions ‘made, the Com-
mission concluded that the ‘$20,-
000 cut-off should remain " but
that it would be - appropriate to
reduce the number of officers
whose individual remuneration is
required from the five highest-
paid officers to the three highest-
paid officers.5' The remuneration

s

P13 Item G2, d

114 7. "
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of persons, other than directors, -
officers, employees or nominees, '
who received more than $20,000
a year is not required unless they
have a material relationship with
the issuer or its management.16

In recent years managements
have, with increasing frequency,
submitted to their security holders
for approval- matters which are
not required by statute, charter,
by-laws, or other controlling in-
struments, to be.so submitted. It .
has been our practice to require
information as to the submission
of such matters under the catch-
all item in the previous rules. The
revised rules contain a separate
item calling for information as
to the nature of the matter sub-
mitted, the reasons for submitting
it to a vote of security holders
and . the effect of such submis-
sion.17 When the preliminary draft
of the rules was circulated for
comment, this item was criticized
on the ground that stockholders -
are not interested in the informa-
tion. It was also said that the item
would discourage the practice of '
submitting such matters to stock-
holders and that the item goes toa
far in asking for a statement of
the management’s intention in the -
case of a negative vote. The Com-~ -
mission felt, however, that where .
the  management . regarded the
matter as being of sufficient im~
portance to submit it to security
holders for their approval that :
the management must have fairly
well defined reasons for doing so .
and it seemed proper that these -
reasons should be conveyed ta
the security holders. Furthermore,
since the management must fore~
see the possibility of 'a negative
vote in such cases, it would seem
reasonable to suppose that: the
action to be taken by the manage-
ment in the event of such a vote
must have been considered in ad-
vance. Where security holders are
being asked to vote upon a matter -
which is normally within the dis~ -
cretion of the management, - it
seems only fair to inform them as
to the consequence of their voting
one way or' the other on the
question,

Several of the items of Sched-
ule 14A, such as those dealing
with the authorization or issu-
ance of securities or with mergers
and consolidations, call for infor-
mation as to the reasons for the
proposed action, the general effect
thereof upon the rights of existing.
security holders, and the vote
needed for approval. It frequently
-happens that the statement of a
proposal, especially one dealing :
with a change in the issuer’s capi-
tal structure or organization, does
not sufficiently inform the se- .
curity holder as to the real nature
and effect of the proposal. It has
been our experience that these
become fully apparent only when
there is a disclosure of the under-
lying reasons for the proposed ae- .
tion together with a statement as
to the manner in which security -
holders - will - be affected by . it.
While certain persons commenting

they . were somewhat - indefinite, - -
‘we believe they are:fairly well .
understood by most: persons and :
that .the . information is ‘ of suffi~ -

necessity of interpretation:in ap-
propriate cases."%. .0 G- oo
The argument that the vote re='’

cause it is not always easily as~:!
certained, is not persuasive, The °

know whether the action they are
asked to vote ‘upon requires a ‘-
simple majority vote or a higher '
percentage. In most cases the in- _
formation can:be furnished with
comparative ease and to the ex-
tent that it is difficult to obtain,
it should be 'obtained by those
who are in the best position to do
s0.

16 Item .7 ‘().
17 Item 19,

on .these . requirements felt that '.

cient importance to-warrant the -

quired-with respect to propesed -

action should not be required-be=~*: ’

security holders are -entitled :to '
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Foreign Investments and Fluctuating Currencies

(Continued from page 18)
ment on repatriating American
dollars that have been advanced
as a ‘Joan to American-owned
British companies.

Britain’s tinances at the present
time are 1n a chaotic  condition.
Last year, the excess value of
imports was 2.7 billion over ex-
ports. Sir Stafford - Cripps said
that Britain does not intend to
cheapen the pound as a way of
fighting her " economic crisis.
Britain’s hope of liquidating her
adverse trade balance and cutting
the drain on her gold reserves is
to sell more abroad. He said that
Britain would lose far more than
she would gain by devaluing or
cheapening the pound since
devaluation would raise the cost
of her imports in dollars, -there-
fof‘e further widening the adverse
balance. The income from her ex-
ports, on. the contrary, would be
reduced in terms of dollars by
cheapening the pound.

It would appear that England’s
hope of overcoming her- dollar
crisis and the drain on her gold
reserves would be to improve her
economic position in the following
ways: ’

(a) ' Reduce
expenses. v

(b) Increase her coal exports
to the maximum possible.

(c) Not to ‘try to compete in
many articles with mass produc-
tion countries such' as America,
but rather to:import only  such
materials as are needed for fine
fabricated articles -such as ma-
chinery, clothing, or any similar
goods on which special skills are
required, thereby increasing many
fold their export value over the
import ‘cost -of ‘material used in
producing the article.

(d) Reduce manufacturing and
overhead - costs. Most - businesses
at the present time are grossly
overstaffed, but because of the
high taxation against which this
additional cost is deductible, they
look upon this with a tolerant eye.
Nevertheless, it contributes in a
large measure to the reduction of
profits that Britain might obtain
on her export shipments if her
costs: were |in.line with efficient
operation. ;

Union of South Africa — South
Africa is another country which
should also be in a very strong
position to buy all of her require-

“ments in the world market. Its
pound would be- acceptable any-
where at its present parity, since
she is a gold producing country.
But, she too, like: her sister na-
tion, Canada, has for several years
allocated her. entire gold - pro-
duction to the mother country and
finds herself in a position of being
short ‘of the only currency that
is an acceptable medium of ex-
change throughout the world; i.e.,
United ‘States dollars. Therefore,
she has been compelled to restrict
the importations of goods and the
exportations of money.

South Africa has a withholding
tax .of 7% on dividends payable
* to foreign shareholders of its com-
panies. . e 4 -

When the French franc was de-
valued, it “‘was feared that the
British' pound: sterling must ‘also
be devalued and hence, there was
a flight of. capital from the British
Empire’ to.:Seuth- Africa, in the
expectation:: that if the’ British
pound were: devalued,’ the South
African:pound would not suffer

government

to sucha large extent. Therefore,
the Union: of South Africa re-

stricted - the :importation of such
funds- unless:‘it could be shown
that they were to be deposited
there for the-purpose of invest-
ment and building up the econ-
omy - of . that:country, ,
Thére has been much specula-
“tion in South Africa on what
might happen to its pound in the
Tight of the weakened British cur-
rency position. It was said that.if
Britain were to devalue, that re-
duction in the par value of ster-
ling and the South African pound
together would bring about an in-

bitized for FRASER
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crease in the sterling price of
gold, but such devaluation would
not increase the purchasing power
of this metal in non-sterling
countries and would lead to a
general increase . in the  South
African cost structure which their
principal industry, mining, could
not escape, Generally speaking,
the South African pound is not
over-valued. in terms of ‘other
currencies and probably in a free
market its value would rise.- As
a result of this situation, South
African commerce must ‘choose
between a temporary stoppage of
the importation of non-essential
goods outside the sterling area, or
the collapse of the economic
stability of the country.

The following is a very interest-
ing quotation from a recent South
African paper. The speaker was
Mr. Grant MacKenzie, “We are
confronted with a ‘showdown,’ let
there be no mistake about it, be-
tween the non-dollar areas and the
unreasonable = (and = impossible)
American insistence on payment
in dollars, and nothing but dol-
lars, for 'supplies which every
country needs, but “which few
nations can pay for other than in
exports. We must have an end to

/{ America doing all in her power to

sell her products abroad and yet,
at the same time, making it quite
impossible’ for ' customer nations
to pay for those goods, no matter
how willing they be to do so.”

Commonwealth of Australia —
Australia, like most of her sister
nations in the British Empire, has
foreign exchange control legisla-
tion. . The proclamation is dated
Dec. 18, 1946, when Part 4 of the
Banking Act came into operation
and the effective foreign exchange
control regulations came into op-
eration on Jan. 1, 1947.

These regulations are about the
same as those of the mother and
sister countries in the British Em-
pire.;No money can be taken out
unless with the permission of the
Foreign Exchange Control Board.
However, like most. nations, Au-
stralia is' very hard-pressed for
dollar credits to pay for such im-
ports from the United States as
is ‘needful to her economy and
which - she cannot get from the
mother country against whom she
has a'very large favorable trade
balance. - Monies may be with-~
drawn by American companies for
the payment -of  dividends and
United States dollars will be pro-
vided therefor.

Australia, however, has a large
withholding tax amounting to six
shillings in the pound (or 30%).
This is a very severe burden for
American  companies who have
ownership of. stock of Australian
companies, ' Although earnings
from foreign subsidiaries may be
received ::by * way of = dividends
nearly free of U. S. Federal in-
come tax, the tax ‘on: the 'total
amount ‘of corporate income, in-
cluding dividends  from foreign
subsidiaries, is offset by a credit
allowed for foreign - income'taxes
paid at the source. -It happens that
where withholding tax is deducted
from.dividends as in’'the instance
of Australian companies, the pro-
vision in the U. S. Federal tax re-
turn to offset that deduction’ for
withholding .tax "is ~insufficient,
and so dividends from that‘coun-
try ‘are: received at.70% of' their

declared -amount., “See Form 1118, |

U.-S: Treasury Department,

(“Form of Taxes Paid or Accried
to a Foreigh Country or a Possés-~

‘|'siont of the Urited -States.”).; .

Uruguay--Like most of her sis-
ter nations,of South America, this
country, ‘which is called the
“Switzerland -of South America,”
is confronted with an acute short-
age of foreign exchange, princi-
pally dollars.

This . sityation. has. arisen
through excessive purchases
abroad following 'the end of the
war and it has been stated that
much of this purchase was of a
non-essential nature rather than

of those goods which could have
increased the country’s produc-
tivity and so, its wealth.

Unlike many' of the South]

American republics, order and
stability exist, although it is in-
clined to more extreme social
consciousness in the matter of
providing social security for its
workers. This is' one of the few
countries in South America where
complete ownership of the' stock
in a foreign corporation may be
had. It is also possible to with-
draw funds in the form of divi-
dends which will be provided in
dollars. It has no exchange con-
trol legislation.

Uruguay’s chief exports are
wool, meat, hides, and cereal
grains. The unfavorable balance
of trade for 1947 was imports of
189 million versus exports of 125
million. . ;

Uruguay is proud of its record
of stability and emulates Switzer-
land on' a small scale as it is a
haven " for ' capital from many
South ‘American. countries, princi-
pally Argentina. There is no per-
sonal or - corporate  income tax;
however, there is an excess prof-
its tax on profits in excess of 12%
of - ‘capital ‘which' rises .steeply,
reaching 75% at the 20% level. It
is stated that in view of the gov-
ernment’s generous attitude on so-
cial -legislation, it would appear
that tax increases may be ex-
pected. i

Mexico—Since* the fiscal econ-
omy of our southern negihbor is
so closely connected with that of
our own, due to our large capital
investments there, and the fact
that ‘approximately 80% of Mex-
ico’s ‘exports are to the United
States, let us briefly examine her
condition.

The weak spot in Mexico’s econ-
omy today is her shrinking dollar
reserves. During the War years,
she -had ‘accumulated gold and
silver reserves to a high point of
about $450 million, but today it is
believed  that these reserves  are
approximately $137 million
(Bankers Trust Co., March 1948).

This downward trend in Mex-
ico’s ‘trade balance and: foreign
exchange position is caused by its
large demand. for - all - kinds of
products which she normally im-
ported from the United States and
which became ‘available after the
war. : :
At the present time, there is no
exchange control as such in Mex-
ico, but the restrictive credit pol-
icy -of the:Bank of Mexico, to-
gether with the present restriction
of imports of luxury items by the
Mexican Government has done
much to stop the outflow of dol-
lars. Even now, any -one having
pesos can ' go to any. bank and
buy any quantity of dollars for a
remittance abroad. Likewise, one
can buy any quantity of gold or
silver for ‘safe-keeping in Mexico.
This is probably one of the few
countries’in thé 'world where this
free  situation - ‘exists; - Further-
more, Mexico’s' borders ‘are 'too
large to police to have them prop-
erly enforce exchange control.

1t is felt that Mexico has'a good
chance of overcoming her unfav-
orable tradé  balance ‘since ‘the
greater share of her exports go to

‘the United States and thus'she is|

in a position to acquire dollars. -

‘The following are thé invisible
sources of jrnicome to Mexico. . She
has. an  estimated . income,..from
tourists trade of about $80 million
a year. It is also expected, that
the - Export-Import . and, World
Bank will, provide a. loan,of $25

million for electric ‘power, expan-’

sion,

Among the intangible items that

are favorable to her is the possible
benefit from. the Marshall Plan,
and if she would allow foreign
capital to..aid her-in:oil :produc-
tion, . her exchange difficulties
would probably be at an end.. It
.isithought that if Mexico should
fEéﬁ:‘intq a very difficult ‘exchanga
“situation, she might get financial

| olution in - Mexico.

aid from the United States,-since
it would be against our interests
to permit financial chaos in that

country. ' ; ’

Venezuela—This is one of the
few countries in the ‘world where
there is a “free-wheeling” econ-
omy. Venezuela has a favorable
export balance represented by
black gold (oil). American firms
can have complete ownership of
their interest there and withdraw
not only dividends but capital at
will. In fact, at the present time,
the United States dollar is at a
discount in Venezuela!!

Some Consequences of Monetary
Devaluation

At this point, it might not be
amiss to inquire into the world
monetary condition and see how
we came to be in the situation we
now find ourselves.

If nations at war depended.on
sound money backed by . gold,
there would not be enough of the
metal in any country to provide
the sinews of war for any long
period. Therefore, the following
steps were learned in World War
I to provide the necessary funds
to finance the long continued
struggle of World War IL.. We
learned  how to monetize ' the

.public debt (which simply means

that we turn this debt - into
money). It was accomplished as
follows: ' The government issued
bonds which it did not sell di-
rectly to the people but to the
banks, and then at the same time
creates and provides the money

the bond calls for by increasing-

the necessary currency. via the
printing press. :

The next step that was_neces-
sary was to get possession of all
the gold in the country, and make
it'criminal for any one to hold
that metal. Thus the money is
only indirectly tied to gold. The
bond' then only represents the
promise of the government to pay
in money which it issued to se-
cure that bond. After World War
I, nearly all countries went back
to the gold standard. Even Ger-
many was provided with gold

after -she- had repudiated : her:
paper money, so‘that she would: .
have gold .on which to base her
new currency. In World War IL
this process of inflation has gone
so far that it. will doubtless be a.:
long time before production will -
have increased °sufficiently < to
create new wealth to permit
countries to return to a soun
money standard. y

There was a -great deal more
to the latest devaluation: of the -
French franc than meets the eye.
It was not the mere abasement of
its present currency to a still
lower value in terms of our dol-
lar but rather, it was the creation .
of a new monetary unit which
went by the same name (i.e, the
franc) and imposed the further
condition that commitments made
prior to the devaluation must be
settled on the basis of the parity
of the preceding franc.

This devaluation, which the In-
ternational Monetary Fund
pleaded ‘with France not to do
because it was feared that it
would wreck the artificial parities
of .monies, brings in its wake thig

(distrust of all managed currencies.

It has caused the almost complete
stoppage of forward selling of
foreign exchange from European
countries, since no one can be
sure ‘but . that once having sold -
any European currency for future
delivery, if devaluation of that .
currency takes place; it might be °
subject to the same manipulation;
i.e,, the creation of a new mone-
tary unit. Hence, there can be no '
hedge in selling. expected remit- ‘
tances from abroad in order to fix
the exchange return at which the
dollars may ultimately' be re~
ceived. Obviously this uncertainty
about the future value of cur-
rencies acts as a strong deterrent
to private investment of American -
capital to assist in European re-
covery. . )

_The result of this moral down- "
fall is such that. in order .to pro-'"
tect themselves, citizens of coun-
tries that still are permitted to
hold gold will not exchange their
hoards for any kind of paper
money—not even paper dollars.:.. ..

Announces 'Paymenls on Mexican Bonds

The International Committee of Bankers on Mexico announced
on May 6, by a published notice, a distribution to holders of bonds
of the Mexican Government and of the National Railways of Mexico,

deposited under the Agreemeni dated June
of a substantial part of the funds -

16, 1922, amended in 1925, -

remaining 'in the Committee’s
hands. The amount of the distri-
bution is $4,702,028.35 and it is al-
located pursuant to the directions
of the Court to specific cash war-
rants attached to each of 36 separ-
ate issues deposited under the
above mentioned ' Agreement
dated June 16, 1922 between the
Mexican Government and the In-
ternational Committee,

The present disfribution is a
step in the conclusion of the Com-

mittee’s work begun over 25 years’

ago, at which time the Interna-
tional Committee, under the ac-
tive leadership of the late Thomas
W. Lamont, initiated steps. to se-
cure a resumption of interest pay-
ments on the debt of the Mexican
Government and- the National
Railways- of Mexico, -which ~had
been in default since the 1914 rev~
During - the
five years in which payments un-
der such Agreement were fo -have
been made, the Mexican Govern-
‘ment remitted ‘ some $43,000,000
‘which sum was increased, by in-
terest earnings and miscellaneous
receipts,
During such years about $33,000,~-
000 . was turned over' to- paying
agents for ‘distribution’’to 'bond-~
holders. The sum remaining'was
.insufficient to pay a full year’s
interest on all the deposited bonds
at. the prescribed rates and, after
payments ceased at the close .of

1927, and after various unsuccess-.

ful attempts to secure a resump-

tion of payments, the Committee’

sought judicial instructions as to
the distribution of the remaining
funds:” This action was bégun by
the Committee in 1932 but ‘be~
cause of protracted litigation (all

to- ‘about $45,000,000.

concluded favorably to the Com-~
mittee) no distribution was pos—
sible until the present time,

After the cessation of payments
by  Mexico under the 1922-1925 °
Agreements, two further agree-
ments relating to the payment of -
Mexican debt have been made -~
under which payments on a modi~
fied scale are to be made by the -
Mexican . Government’s fiscal
agent.. One, executed in 1942, re-
lates to the Mexican Government
Direct Debt and payments under
such debt' agreement are being
made-to bondholders who have
accepted its terms. The other,
with respect to the National Rail-
ways of Mexico Debt, was exe-
cuted in 1946 and this Agreement
has recently been submitted by

the Mexican Government to the

bondholders for their acceptance. -

Under . both - such Agreements"":_ e

those bondholders who accept the.
provisions. of 'the -agreement as- ‘*
sign to the Mexican Government .
their interest in the funds held by :
the 1922 Committee and the share
of the funds to be distributed
which relates to bonds assenting
under the two recent agreements
will be paid to the Mexican Gov—
ernment, 3

‘The Guaranty Trust Company
of New York has been named by
the Committee as its .distributing
agent in New York and London. -
Arrangements have - been made . -
with the Banque'de Paris et des .
Pay-Bag in France, Holland and .
Belgium and with the Credit

Suisse in Switzerland to accept ~li¥s

for collection, for the account of .
holders, cash warrants on which -
distribution is being made. ’
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Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR.

The government securities markets which have been saying yes
to a certiricate rate of 1%% do not seem to be quite so sure now
that the rate will be upped in the very near future. ., . There has
been a difference of opinion between the money markets and the
Treasury over what would happen to the certificate rate, with the
Government inclined to indicate that the taking of a bigher rate
(for one year maturities) for granted could be indulging in specu-
lation. . . . The less positive position of the money markets on a
higher certificate rate has been expressed by a growing ;nterest in
the intermediate and longer maturities of the bank eligibles. , . .

BACKTRACKING gt ¢ >

Investors and dealers in government securities in many in-
stances had taken to the sidelines to await the announcement on
the June financing and many of them are still there, However,
remarks made here and there by certain of tpe money managers
along with rumors that have been appearing in thg‘market, have
shaken some of the stalwarts from their sideline positions back into
the bond market, with purchases being made in the 1952 maturities,
as well as the 1956 and 1967 bank-eligibles. . . . Volume has not
been too heavy, but it has been sizable enough to show a pick-up
from the recent level of activity. ...

_ The main reason given for the increased interest in the
more distant maturities of eligibles is that if the certificate rate
is to remain at 114 %, the higher income bank obligations will
move up in price so let’s make some commitments before we =
have to pay more for these securities, . .., On the-other hand, it
is being pointed out that the rise that might take place in Treas-
uries if the certificate rate should continue at 1149 'is not
expected to be very sizable or too sharp. . ..

LOAN TREND : Sioenih ‘ :
) 'The loan trend is being watched yery closely by those in the
money markets who feel that the certificate rate may not be in-
creased in the June financing. It is believed that if the loan curve
does not turn up, there-are very good chances that the 1% % rate
will be kept by the Treasury. .. . It is being noted nevertheless
that the Central Banks are leaning more and more towards slightly
higher money rates as an inflation control than are certain of_tpe
other money managers and it could be that the Federal authorities
will win out in this one, . .. y

¢
MARKET OPERATIONS

8 e oo e o

! . @Greater uncertainty has been put into the money markets by the

old method of “Open Mouth Operations” but in this instance it has
resulted in bringing some buying into government securities in-
stead of lessening the demand as has been the usual procedure in
the past. , . . Sellers of the 1949, 1950 and 1951’s, who had gone
largely into Treasury bills are now taking on some of the June and
December 2s of 1952/54, the 2Ys of 1956/59 and the 2%s due. Sepf.
15, 1967/72.". . . " These purchases do represent a'certain amqunt of
boldness since-the trend of commitments had beén 'principally into
the shortest Treasury obligations, there to remain until the an-
nouncement was made on the certificate rate., , .-

A Although the money markets are far from being in agree-
ment now on what will happen to the certificate, the question
is being brought up in some quarters of the financial district
as to whether continuation of the 1149, certificate might not
have an inflationary effect, after all the preparations the money
markets have made for a 114 % rate. ., . , It is being pointed out
‘that with the maintenance of the present certificate rate many
holders of maturing June 1 certificates ag well as owners of the
June 15 134 9% might be inclined to take cash instead of a 114%

- obligation that would be offered in exchange for them, .., °

CAUSE AND EFFECT  *

! ~The Treasury has ample working balances but evidently they
will be needed for other government expenditures, aside from, debt
retirement. . , . Therefore, it might not be to the liking of the mone-
tary authorities to have a sizable amount of the June maturities
presented for redemption because the rate of the issue offered in
place of them'was not high enough. . .. Likewise, the funds that
would be obtained from the cash repayment of these June matur-
ities would no doubt go Jlargely into' ocutstanding - higher income
government obligations. -, , . :

An increase in debt service should not be made unless the
results obtained from such action more than compensates for
this development. . . . However, it could be at this time that a
slightly higher certificate rate, which would bring about a more -
eomplete exchange of maturing obilgations would be more ad-
vantageous than keeping a rate that might cause a heavy turn«
in of the due or callable issues. . ., : :

NOTES

. . Insurance companies have liquidated a few more of the tap
issues, with the proceeds evidently going into corporates and mort-
gages. . . . Savings banks have made some purchases of both the elig-
ibles and the 2%s due 1959/62, as well as recent new offerings of
corporate bonds. - Although the money markets are deeply engrossed
in arguing over what is going to happen to the certificate rate, some
hold that an “odd maturity” of certificates might be offered by the
Treals,\;ry. ~ They contend it could be done without upsetting the
market. 4 '

W. R. Kaelin, Director
Henri Sadacca. President .of
Noma Electric Corporation. an-

nhounces that William R. Kaelin|

has been elected to the corpora-
tion’s board of directors.. Mr.
Kaelin is a partner.of the invest-
ment banking firm of Baker,
Weeks & Harden, members of the
New York Stock Exchange.

jitized for FRASER

aser.stlouisfed.org/

With Newburger, Loeb 7

Newburger, Loeb. & Co., mem-
bers of the New York Stock Ex-
change and other Exchanges, an-
nounce that Joseph LaBarbera,
Registered  Representative,  has
joined their organization at the
main office at 15 Broad Street,

!New York City. g
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Bank Management in the Coming Depression

(Continued from first page)
cessation' of hostilities. Whether
they will be any more right this
time than they were then remains
to be seen. )

But perhaps, after all, it isnt
quite fair t9 piace ail tne govern-
ment economists in one group be-
cause judging trom recent utter-}
ances, it seems diff.cult to know
just what our government does
tear in this connection. “I'he Fres-
ident’s. Council of Economic Ad-
visers in their report for the firs.
quarter of the year seemed to fea:
inflation sp much that they rec-
ommended enactment of new taxes
and credit restrictions. They als.
called for increased saving, anc
asked Congress to g.ve the Presi-
dent stand-by authority for price,
wage and direct manpower con-
trols and for such allocations, pri-
orities and rationing as he might
later deem necessary. A few days
later Mr. Marriner Eccles went
beiore the Joint Committee on
the Economic Report ‘and asked
for the right to increase bank re-
seryes.

Credit Policy Confusion

But in spite of these recommen-
dations, one . cannot be certal
where - the  President and the
Treasury Department do stand on
this question of inflation. In com-
menting on Mr, Eccles’ request fo
Congress, President Truman in a
news conference said that Mr.
Eccles spoke only for himself, |
Then, to confuse the matter still
further, there was an item in the
press last week quoting a high
official of the Treasury. Depart-
ment to the effect that instead of
the need of the year calling for
restriction . of bank eredit it was
altogether. likely that the defensc
program would call for additional
bank loans and some expansion o/
bank credit. It would appear that
those in top control of our gov-
ernment,- no matter how much
they fear inflation, do’'not wan!
to put any restrictions into effec:
that might conceivably stop busi-
ness - expansion,. at least before
election.

I haye taken for my subject.
“Some Barnking Problems on the
Crest of 2 Boom.” In view of this
difference of opinion as to whethe:
or not we are on the top of 2
boom, it becomes necessary before

| discussing the problems of bank

management to set forth the rea-
sons - why- one should hold’ the
opinion: that we are on top of 2
boom and while we may not begir
to slide: off from it right away

{ there is not too much danger that

the boom will go higher.
Pre-Boom Reasoning

. To start the discussion, let us
first set forth the reasons why
some people fear that prices are
likely to go still higher and that
the ' danger of . inflation is still
with. uys. The ‘inflationary school
of forecasters base. their predic-
tions primarily upon three things
First; the ‘recent Federal' tax: re-

.duction ' of approximately ‘$4.5

billion, They state that this. re-
duction  will cause . a ‘very large
increase in retail buying inasmuch
as the larger part of it goes to
those with’small incomes. They
fyrther ins’st that it is too much
to expect any large portion of
sych tax reduction to be saved
but that.the most of it will-br
spent. for-consumers: goods.' Now
inasmuch as there are no surplus
consumers goods at the moment
it is. argued that' this spending
will tend to push prices higher

The ‘second reason for fearing
further inflation is the eractment
of ERP. the so-called Marshall
Plan.. This is going to call for
giving away our products during
the coming year in an amount
approximately equal to $5.5 bil-
lion. = The  inflationists " furthe-.
state that we do not have any
such surplus of goods to give away
without restricting our own con-
sumption and..as it is not likelv

that rationing! and. eontrols 'wild:

1be cstablish?d.to bring this.about;z

Lt MNEIRT

&

. it will have to' come  through

higher prices.

~Finally, the third- reason ad-
vanced 1s the rearmament pro-
gram which already is caliing xo1
an additional $3 billion for the
coming year and may well cal
for more later on. One must not
minimize the inflationary effect
of a largée scale expansion in ex-
penditures for ‘national defense
Such expenditures so far as the
price level is concerned have -¢
two-fold effect. In the first place
they add to the income stream oi
our people just the same as othel
expenditures. . But. inasmuch- ac
the goods which are produced by
such. expend.tures are war goods
they are not available for pur-
chase later to use up the money
put out for their production. Ir.
other words, armament expendi-
tures increase purchasing powe:
but . do not  increase consumer
goods.

Without ‘at” all attempting tc
deny that tax reduction, increasec
armament outlays .and the Euro-
pean Recovery Program.all have
their inflationary possibilities, my

' position at the moment is that.

provided the sums now mentione¢
for these items are not materiall:
increased, it is very easy to over-
estimate their importance. in this
connection, ‘An additional defense
outlay.of $3 billion, a tax cut of
#4.5. piltlon, ‘after all represents
onlv a little more than 3% of the
total value of goods and services
produced last - year. . Moreover,
even with the European Aid Re-
coyvery Program there is good rea-
son - for . thinking that the tota’
volume. of our exports for - the
next 12 mronths will be smaller
than they were during . the pas:
year. The difference between ex-
ports  and ‘imports last year war
approximately $9 billion. This dif-
ference mjght well be reduced by
as much as $2 billion for the cur-
rent year,

But I wish to repeat again tha’

.the' danger of inflation - is no’

lightly to be pushed aside if on¢
admits that the total demand for
our products is to be increasec
appreciably during  the - coming
year. Our economic background
does not have any slack to be tak-
en up to meet much additional de-
mand as it did in 1940-41 wher
nearly 7 million men were out o’
work and there was also a large
amount of unused plant capacity
Today we have full employment
and there are shortages of numer-
ous strategic materials: such as
steel, oil, ‘'metals and transnorta-
tion equipment of most kinds.: No
overall increased demand can be
placed on top of such an economic
situation without - disturbing - the
nrice level, and let us not forget

“The Most Compelling. Force

To me, the most compelling ar-
gument for fearing further infla-
tion. is ‘that .the Federal budget
in the fiscal year begnning June.
1948, will become unbalanced -be-

cause of the tax reduction and the .

increased expenditures for relie’
and -armament. ~If this 'defici’
should be large enough to.compe®
the Treasury to resort to. borrow-
ing from the banking system anc
thereby increase our money sup-
ply, the forces  making for infla-
tion . would ‘again - be " with  us

About this there can be no doubt
Th's.  too, must be remembered.

But-is. there much likelihood.
barring a war, that the Treasury
will be compelled-to borrow from
the banks even if it does run =z
sizable deficit? It ‘is frequently
overlooked that under.present ac-
counting = procedure ' the . Federal
Treasury can show a rather large
deficit and at the same time the
actual cash which it receives can
be in excess of the cash which it
disburses. And so far as infla-
tionary results of Treasury opera-
tions are concerned, it is the dif-
ference between net cash operat-
ing income and net cash operating
outgo of the Treasury -which is
important. . g

. ‘rhe reason why under present
accounting practices the Treasury -
can show ‘a deficit. and still have »
a net cash operating surplus is.
found . in its intra-governmental .
transactions such as transfers 1o
and “from the ‘various trust ac-"*
counts, social security and Fed- .
eral old age, and to the non-cash :
payment of interest on savings
bonds and Treasury bills.

Yor example, interest on: the :
public. debt in fiscdl 1947 repre- ;-
sented a budget expenditure of -
$4,958 000,000, - but actual - cash -
disbursed on this item was only
$3,820,000,000. - Interest received :
by trust accounts involves no -
cash, nor do transfers to trust ac-.
counts for other purposes as re-:
quired by law.. They are merely ’
bookkeeping items but both are .’
considered budget . expenditures. :
Of total receipts by trust accounts ¢
amounting to $6,244,000,000 in the :
same fiscal year, only $3,712,000,~ :

000 involved cash; while out of- |

total disbursements by trust ae~
counts reported as $7,347,000,000, :
only $3,270,000,000 ‘was cash. In-*
vestments are counted as expen- -
ditures. ]

‘This difference vbetvyéen cash 7

and budget figures is:shown in
the fiscal year 1946 when a budget !
deficit of $20,676,000,000 was re-
ported  as compared with a net -
cash operating outgo of only $17;-
899,000,000. - In the fiscal 'year °

1947 the difference ‘was on the | .

other side of the ledger with a '
budget: surplus -of only $754,000,- -
000, but the Treasury had a net -
cash operating income of $6,658,- '
000,000. ! : ST :

It is' the amount of cash oper- - .

ating income andcash borrowing .

against cash-operating outgo and -
cash repayment ofi debt that is -
important  when considering the

inflationary aspects’ of ‘ Treasury >

financing and not the intra-gov- ’|

ernmental bookkee{ping entries. It © .
hat barring a’

seems,  therefore,

war ‘and . with any" appreciable !

sales of E, ¥ and G bonds over :

redemptions that it is hardly like- : |
ly the Treasury’s cash expendi- :..

tures will equal its cash income.’ -
Therefore,  the operations  of the '
Treasury-even- though no debt is -

retired are not likely to be in-’

flationary-during-the coming year.
‘Without denying that there are -

H

still plenty of inflationary forces :

working in our economic system, ..,

if: one looks: closely he canalso °

find . powerful ' offsetting _forces .
working in the direction ‘of sta~ -

bility or. even lower bprices and

deflation.”” But it probably would - .
be a mistake to expect these forces ',

to show their full effect before -
the fiest Tuetday following the !
first: Monday of November, for it
can be taken for granted that no :
party wants to take the responsi-. -
bility ‘for anything which might |

7

cause bad - business ‘during the ' '
next few months no matter how ' '
sound the measures might be from @ ’

a long-term -policy: : It is for this
reason that-I/personally “expect, -

and the stock '‘market apparently - -
agrees -‘with -me, -that--the . boom *

may go a little higher

r before it
reaches-its peak. '~ 0 rEld

However, the underlyin'g fdréés %

working to stop inflation are in-
herent- in . the present’' economic

situation ‘and ‘can bé seen ‘if one 7

looks closely ‘enough. - ‘First ‘apd .
foremost of these forces is the in--
crease in production which is tak-":
ing place." There ‘is 'no antidote

to inflation like increased produe~ - :

tion.:: .Andthis country has mot '’
begun to see in increased produc- :
tion the full effects of the plant :
expansion which has taken' place -
since the close of the ‘war.

there is a danger that it 'is ob-
structing our view of what is tak~

ing place in other lines of pro- f

duction: . ’
One of the basic reasons why
steel' isin such -short ‘supply is -
also the basic reason for our high
level of business activity; namely, -
the huge capital expansion pro--:
gram which has taken place. If -

Steel
is-still.in" such: scarce ‘supply: that -
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7is ‘this postwar expansion in'plant
wanu.egquipment more ‘than the de-
“Iuand caused ‘by filling wup ‘the
‘pipelines. with * consumer gooeds
“Aual. 1s .respousibte for ‘the ‘boom
“wanuCh we are ‘noew “undergoing.
<Aiwoughn it is net :generally rec-
:ognizeaq, it is not ine fluctuation
e demand for consumer goods
“ihat 1s the principal cause for 'the
‘ups .and -downs in ‘business activ-
-wy. ‘Rather, it is the wide fluctu-
‘auon . 1n ‘the ameunt of money
‘spent in capital -expansion. .

-The Capita] ‘Expansion Pregram
1f capital expansion by business

is 'suchy’ a «donunant factor ‘in de-

aermning ‘the' level of 'business
‘activily, . pertiaps if we examine
“Aue sitate of .our present capital
€xXpansion - prog.am, its -progress
aaq its prospects ‘and how far it
is completed, we will get some
idea of ‘how ' long ‘the present
boom will .continue"and whether
it will go "any. higher. -
. A short tinie’ago ‘the McGraw-
‘Hitl Publishing 'Company made a
‘sather - extensive survey -of ‘‘this
‘whole -question ‘of ‘postwar -expan-_
'sion‘in’the ‘field -of ‘plant construc-
*eon and -equipment purchase. It
‘#found ‘that by the ‘end of 1947,
:American manufacturing compa-
mies had ‘completed on the whole
“64% of their estimated postwar ex-~
‘pansion programs.’ By ‘the end of'

. '1948, ‘'however, ‘these ‘companies

‘expect to- have :completed 85%'
of this program. There is no doubt,
‘therefore, that for the rest of ‘this
‘year business :spending on' new
plant and equipment will continue
at “a high level qnd there seems
‘little .reason .at all to” expect
Tecession “of ‘any magnitude  for
‘the rest of ‘this year, - : £
". Now with '85% -of the postwar
‘expansion ‘program completed by
1948, is-it Tikely that'capital ex-
‘penditures ‘will .continue to-be as
thigh in 1949 and 1950 as they were
in 1947 and 1948? It certainly
<loes not ‘seem ' reasonable so ‘to
‘expect. . In fact, on the ‘basis of
‘the "McGraw-Hill survey, it was
found that the largest single group
among -our ‘manufacturing compa-
mies, '36% ‘of them, had made no
plans as yet regarding capital ex-
‘penditures for -1949. -The next
Gargest group, 28%; :expected to
spend less in 1949 than in 1948.
Nineteen per .cent’ expected to
spend about the 'same: ‘amount
@and only 17% -expected to spend
more. The' findings «of "this sur-
wey, -of ‘course, must not be in-
terpreted. to” mean that new iex-
penditures” for splant ‘and * capital
awillicome to an end after 1948 and
¥949. <. There is ‘always year-by-
wear -replacement -of "equipment
awhich is 'worn ;out -or made ‘obso-
flete by new .discovery.. But the
results. of the McGraw=Hill :sur-
ey ~anly’ prove - what '.common
sense indicates——that it is not pos-
sible for this nation-or.any nation
Ao continue for long the building
©of plant .and -equipment .at .the
same rate which it -has during the
past three years. ; ks
Let ‘us turh our attention to .an
examination of what is likely to,
happen to the output of consumers
#oods "when ‘this ‘new ‘plant and
sequipment are -once-in -full pro-
sauction. . It is -estimated’ that the
productive capacity-of our Ameri-
can  manufacturing ' industries,
swhen . this.- postwar expansion: is
completed, will be on.the whole
about 52% greater than it was
before ‘the beginning of the ‘war.
‘Almest a third of our manufactur-
"ing conysanies will havedoubled or
‘more than doubled their prewar
;productive output. Another 17%
will ‘have a capacity from 50 to
Another 29% will
‘have.added from.5 to 49% to their
‘capacity, while only 23% of all

| ‘the -manufacturing companies of

‘the country are found not to have

F ‘added ‘to their plant .and .equip-

‘ment since the close of the war.
. "It is frequently :overlooked that
‘capital “expansion” when it is go-
ing on, at- least temporarily,

| ‘makes for higher prices. 1t is in-

#lationary because it makes a de-

. ‘mand for . goods and increased
| ipayrolls and incomes before ad-

d

pitized for FRASER

‘://fra‘serr_.stlouisfed.org/ -y

ditional «consumer:goods come on
the market. While the men.are
ouilding factories they are not
producing consumer goods to eat
and wear. But-evenwatly, after
une plants are completed, an in-
creased t1ow of guous comes vul ur
these plants and becoemes avail-
able for consumers. In this fact,
it seems to me, I1es tne ¢rux oi
«he price problem for the next
year or two. If the demand for
:abor and materiats to build new
planfs and equipment declines
and as the output from the plants
which 'have been completed ‘in-~
creases, we have two “forces
working toward lower :prices. ‘

Increased Qutput Ahead

Is 1t ikery that we can continue
0 absorb an increased output -of
sovas of over bHu% at present
~1iues, not to speak .of absorbing
such an increased output .at even
s-gaer prices?. 1t may well turn
ouc that ‘the factor which was
'esponsible as ‘much ‘as ‘any other
aingle ‘one -in .causing the ‘boom
and ‘'high - prices ‘of ‘the ‘past few
sears will atself produce the.cause

1 feel may well lie ahead. 1ln-
creased output, ‘may- I repeat, s
vhe .greatest remedy fer high
prices-and inflation. From present
.ndications it seems-as' certain as
aight follows day that we are go-
ng " to -get ~this -increased ‘output
.n the years ahead, P oiF
. But I know that :some of you
are saying labor costs.are so high
.hat 1t is. impossible for -prices
2ver to come down. Moreover it
‘bégins to look ‘as'though we might
‘nave :a third round ef wage in-
creases mow -in-the making.: But
2ven if 'we «de, .a_ ‘third Tound of
wage. increases of :any .consider-
able “magnitude ‘may in the long
run - prove -deflationary rather
:than inflationary. Here lis a factor
:that iis ‘almost-always overlooked.
increased - wages .are mnot ‘always
inflationary although they :almost
‘always increase costs,  And 1 do
aot forget that costs are the “floor
of prites. : s :
What ‘we have forgotten is ‘that
we have been living in a ‘seller’s
market so long ‘where ‘it has been
possible to.pass en ‘to.consumers
almost’ any.‘conceivable increase
in costs that in a buyer’s market
it may be impossible ‘to ‘do. s0. Tn
a -buyer’s ‘market, ‘where goods
are’ in -ample supply, ‘increased
wage -costs -usually ‘have to «come
out -of profits. If ‘there -are mno
profit ‘margins ‘for ‘them to come
«out -~of and" ‘then - if  prices ‘are
marked up ‘the met result 'is-to
reduce sales, increase. unemploy-
ment, and the -end result is defla-
Herary dpstead ' of inflationary
While, of ciurse, in the long run
prices: have to cover costs, every
businessman_ knows that ‘his very
-existence is ‘a ‘never -ending battle
1o reduce costs ‘and . it is ‘a-vicious
‘oversimplification ' of the. -effects
of ‘wage increases ‘merely 10 state
that they are inflatiopary and can
be passed ‘along. to ‘consumers -ai,
‘higher prices.. et
Already in certain lines of goads
one can seen-evidences that sup-
ply has caught-up -with demand
in such a way ‘as to produce price
weaknesses in commadities rang-
ing from nylon stockings ‘to .auto-
mobile- tires .and “from radios to
-agricultural products. Inventories
‘even allowing for. price .increases
_in most lines, are now higher than
they ‘were in prewar days. Given
mnormal harvests, keep.the rearma-
ment program -within reason ani
the European relief program. nc
higher than originally contem-
plated when -the Marshall Plan
was enacted, and it seems to me
that all the signs point that we
are practically .over the hump .of
high prices and that the boom wil
be running out in 1949. Food
prices are almost .certain to de-
cline during the coming year, bar-
ring a world.crop failure. The
drop in food prices alwavs exerts
a downward pressure on the-whole
price level. While 1 do' not wan*
to be understood asforecasting any
drastic price decline or any se-
vere -business recession, I do want

strongly to urge you not to-con-

.or the decline in the prices which’

duct your tinstitutions 'in the days
ahead with .an expectation of tur-
ther material increases in prices
or for a ‘long .continuation oI the
present ‘business ‘boom. ‘We are
approach.ng.the :iend of that road,
in my opinion, and now is the
time to see whether your brakes
are in order,

. Impact on Bank Management

I have spent so much time .dis-
cussing the outlook for business

‘because you don’t manage you:-

banks 'in a vacuum; ‘you manage
them .in .a° business -environment.
It is vitally important, therefore,
for you to understand what thal
|-environment is 1.kely ‘to be 1n ‘the
|.days.ahead. As a practical banker,
and I spend a good. deal of mj
time helping to ‘manage a bank.
, it seems to me that our manage-
'ment ‘ problems can be divided
.into_three “headings: (1) - how to
| handle our hond account; (2) wha
:policy we should pursue in mak-
ing commercial loans; and (3) how
‘much ‘we ‘cantrust present mar-
ket prices in' making mortgage
loans. -

A discussion of each.one.of these
problems would be sufficient foi
|:a -lecture, ‘I'«can .only touch or
the <high lights of -each of ‘them
In “handling your: bond accoun
you have two choices; shall you
purckase governrrents or ‘corpo-
rates?  In my opinion, and I amr
quite . dogmatic .about this, the
«differential :in yields between high
;grade_corporate bonds-:and gov-
ernmeni, bonds of the same ma-
turity is not sufficient to. justify
the purchase of anything but gov-
ernments. ‘There may ‘be an ex-
ception from time to time but the
exceptions .are not many. =

‘The next .gquestion with which
you are. faced is the one of ma-
turities, ‘Shall -you buy Jlongs .or
'shorts. ' 1 realize theré .are some
who ‘would have you believe that
the ‘government will .always. con-
trol interest rates at about present
levels and, 'therefore, the present
prices .of bonds are safe. Thesc
people urge you to buy forthesake

f' income, which I know most .o’
you need :so badly, the. longes!
government 'bonds which are avail-
able, T would state that those who
‘thought a yvear ago that ‘the Fed-
eral Reserve  would :suvport the
bond ‘prices. then existing . werc
‘handed on: Christmas Eve of las’
vear a present that materially re-
duced the earnings of a good mans
banks if they wrote their govern-
ment bonds drwn to market a‘
vear ‘end. Perhans the Federa
Reserve will ‘he able ‘to continuc
to ‘support- ‘government bonds :af
nresent »wices: they have been
buying them ' continuously ever
since November of last year for
that purpose and to date have ac-
cumulated .an amount :in ‘excess of
$6 billion.: At the moment if T
were -compelled to guess, T would
state‘that there is every indication
that they will be able to do soin
the discernible future, I want:alsc
to 'state in this connection that T
do . not. think . banks should. be
‘managed on a -guesswork basis
-and that /it ‘is .dubtous ‘bank man-
agement at any time to invest anv
cons:derable - portion of demand
-deposits in long-term ‘bonds, ‘ever
governments. Certainlv at a time
like this, it is downright specula-
tion, and to make it worse, it jis
speculating on - ‘political  action
For myself, 1 would have no pari
in it. - A :

Let us now turn our .attention
to our commercial lo2n portfolio
As you know;, it has.had one 0o’
the most rapid increases in bank
-experience, - although during the
last several months loans. have
begun  to decline, I am .not .one
who views this ‘increase with
alarm nor do I think it has beer
the cause of the price rise which
we have experienced. The canse
and -effect have been just the
other way around. It has been as
a result of high prices that busi-
nessmen have had to ‘borrow
larger sums of ‘money to conduct
the same nhvsical volume of busi-
ness. - Probably it .is ton much te
| éxpert’ bank loars thiexnand ac
rapidly ‘as ‘they have -during the

risk~taking.

past two years without some o.
them later going sour. Moreover, .
am 00l one wWnu Views witn grea.
satisfaction commercial banks go-
ing into the so-called term loa
business. The life insurance com-
panies 'have been making suct.
loans during the last few years.
I think it altogether likely ‘tha
we will learn something from thi:
experience for which we may
have to pay rather dearly. '«
base 'a.loan on earning powei
five or even ten years ahead call
for ‘valuation of management—
and in the majority of cases tha
is what earning power .depena.
upon—further ahead than I think
any of us has the ability fo judge
In this connection, T want to cau-
tion you also to remember in mak-.
ing your commercial loans tha
the management of many of ‘thc
businesses that you :are now fi-
nancing is in new .and untriec
‘hands. We have been living .in :
decade .of ris'ng prices and ‘rela-
tively .easy profits. -Almost an;
management can -succeed in sucl
an environment. But during :
«decade a good ‘many ‘business ex-
ecutives -die -and -others replacc
them. These new executives :ar¢
going to be compelled to make
good ‘in the decade ahead in :
ifferent -business environmen
ithan. that .existing -during the pas
ten years, 'Already Dun & Brad-
street reports that business fail-
ures are on the increase.

Mav T urge vou also to wate
your inventory loans, Loans based
on ‘the present prices of agricul-
tural products or any prices above
those guaranteed by the govern-
ment should be scrutinized -mos’
carefully, Construction meortgage
loans to speculative -builders, thc
type of loan in the East which it
growing too rapidly, contains dan-
gers 100 obvious. to need mention-
ing, - But .on the whole I think
one .does not need to be over-op-
timistic to state that commercia’
bank ‘loans, by and large, are ir
as sound a condition ‘today ‘as they
ever have been after an extended
period of busingss prosperity. The
element of weakness. found -ir
loans based on stock market spec-
ulation.and .on second :grade bond:
is probably as low as it has -evel
been in our country’s history.

You must also remember in pass-
ing on your.commercial loans that
the present artificial low interest
rates at which ‘we are lending our
money have left'little margin for
In view.of this fact,
it is «doubtful if one is.justified
under ‘present ‘conditions in in-
vesting -any of his funds whether
in loans, bonds or mortgages un-
less they are exceptionally -well
secured. - With interest rates .so
low ‘and the costs of operating a
bank so high only a few loans
need :go 'bad before the year’s
dividends are -destroyed. At the
present time, in my opinion, there
is ‘not sufficient difference.in the
interest rate between gilt edge in-

vestments .and second -class risks.
to gustify -us iin investing any .of-

our funds in anything but .assets
of the highest quality. If - this
‘means that the marginal borrow-
er is short off from bank credit,
then it is a penalty that is paid
for the artificially -cheap interest
rates now prevailing and one that
bankers should nnot be .asked to
remedy. We cannot.afford to take
the risk. 'The premium that we
get for it is too low.

Probably the greatest -dépger in

our credit structure today is 1o be.

found in the field of real .estate
mortgage loans. .I have made no
study of farm mortgage loans and
so am mot going to talk about
them. I understand, however, that
the price of agricultural real es-
tate has at last broken through its
top of 1919-1920 and if loans are
being based on such prices, then
one should not be surprised later
if some losses result. :
But however much agricultural
real estate has increased in price
over its 1919-1920 high, the price
of -our ‘urban real.estate has in-
creased even more. I think it no
exaggeration at .all -to state that

all the old evils, and some new
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ones, which existed after the first
World War in financing real es-
tate are present witn us today.
QOne does not have 1o look very
closely to find a good deat-of evi~
dence on -all siaes that lending
institutions of all ‘kinas are show-
ing -a willingness to over-mort- -
gage both the dwelling and the
buyer. Never was mortgage money
so plentiful nor was tne competi~
tion of lenders to get morigage
loans so keen as it has been -@ur-
ing the past three years. I am
glad to state that during the last
several months the  coinpetition
has let up a little. Hard as it
seems to believe, premiums of 4
and 5% were paid last year to
secure 4% mortgage loans that
were guaranteed by ‘the Federal
Housing Administration, and pre-
miums up to 2 and even 3% were
paid ‘to secure conventional mort-
gage loans bearing an interest
rate of 44 %. !
Moreover, in all too many cases
mortgage loans: were 'made ‘in
amounts up to 66 2/3% :of the
selling prices of. -the properties
securing them and in some in-
stances up to 75 -and even ‘80%
of market -prices.” I .am not re-
ferring to VA or FHA loans, but
to uninsured ‘loans. Certainky
one should not be surprised if
‘some serious trouble later ensue:
in this field of lending. i

| Realty :Going ‘Into Weaker Hands

The March TFederal Reserve
Bulletin stated that mortgage din-~:
debtedness - on . residences .in-
-creased during the pasttwo years
by -an ;amount greater than ‘tetal
new construction expenditures on
such housing. The ownership of
urban real estate is apparently
getting into weaker hands and the
owner’s iequity is getting smaller
and .smaller as the properties
change hands.. .I know I meed -
not point out to -you what has
happened ‘to the price of real es-
tate.  In my own loaning.experi-
ence, I have:seen houses that were
built in the 30’s and sold for
$6,000 now sell for as ‘high as
$13,000 and even $14,000.' Only

.a house that sold new -in 1939 for

$11,500, and onwhichIhadplaced a -
$7,000 mortgage, resell for $25,000
and on which a $15,000 mortgage
was placed. The mortgage lend-

ing field today.certainly is:fraught

with danger and it is -one 'that
bids fair,. yes almost certain, to
cause the government a good deal
of trouble on account of its guar-
antees. . As bankers -we would -do
well to insist that full loans based
upon. present -day values -either
be declined or else guaranteed by
some government agency. {
In conclusion, I must warn you
that forecasting business condi-
tions today is subject fo the same
limitations  -as ~forecasting ‘the
‘weather.” As someone :said ‘about
the decisions of the :Supreme
Court a few years .ago, “They are
good for this-day and train only.”
‘The affairs of ‘the ‘world are in
such a state of flux that it may
well be that. before I get ‘back
to Wilmington I ‘will feel com-
pelled to rewrite this.speech .and
to arrive at ‘totally different. con- -
clusions. . All I have'tried to do is.
to. base .my - reasoning :on - the
known facts as they exist today -
and arrive at conclusions from
such facts. 'Of ccourse, should the
government embark ‘upon--a re=

| armament program that calls for,

an annual expenditure of from $10
1o $20 billion more than it is now
-spending, then all the inflationary
-effects of war financing will be
with us. But even if you knew
that this was to take place, you
would be unwise, in ‘my. opinion,
to operate your institutions much
differently than I have suggested .
because it is idle to-expect .that
we would have a free economy
with such expenditures for arma=
ments. All the controls in ex=
istence .during the past war would
again be put in operation, .and
even some new ones might be de-
vised. This is no time to:throw
away the compass and sail out to
sea. Caution rather dictates that
you keep close to shore.

recently I had a loan paid .off.-on- '
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" not unlikely that many have more or less forgotten the _
emphasis the President placed upon it in addressing
Congress only a relatively short time ago. His remarks
formed the basis for demands for legislation which’
would vest in him vast powers to fix prices and control
much else in the economy — as if such steps as these,
even if they were to succeed in attaining their objectives; -
could in the nature of the case do more at most than -
temper, or possibly eliminate, some of the symptoms of
the disease complained of!' But the point here is that a

tragic finger was pointed at the speetre -of- inflation, - -

which at that-time appeared to be occupying much of °
the President’s attention. ‘

L All Want More Power . ‘ Ve

.. . The Federal Reserve authorities rushed-to the- scen

-with suggestions of power, which they thought they ought
.10 have in order to do their part in stemming this tide. The
.‘Treasury with its debt retirement program assured the pub-
.dic it would do its part in checking the progress of this
‘disease. The - Treasury, the Reserve and State banking
“guthorities joined| in- a statement designed - apparently to
.discourage further expansion in bank loans. Owing its
existence, doubtless, to all this the American Bankers Asso-
ciation put into motion a campaign to persuade their mem-
bers voluntarily to restrain themselves in the future in
extending credit to the general public. Apparently more or
less independent of all this noise, there was a fairly sharp
.break in the prices of a number of markets where specula-
"tion had without doubt run riot for a good while.: Such
‘recessions have resulted in a minor decline in the over-all
average of wholesale prices. ‘

But word comes from Washington now that some
of the powers that be are wondering whether all this
anti-inflation talk — and whatever action there may
have been — has not been overdone! Plans now on foot,
so say these wiseacres, may well require considerable
further increase in the volume of bank loans, and ap-
parently the trend in such loans at the moment at least
is in-a downward direction. How general this turn-
about in official thinking c¢n the subject of bank credit
is we have no way of knowing, but we confess to a
suspicion that it is not confined  to.a few doubting
‘Thomases in the Administration. At any!rate, such.a
change, in the current circumstances,' appears natural
enough if, indeed, not inevitable, ;

: More Armament Expenditures

It is quite impossible to say with any great degree of
assurance precisely what the Administration. wants from
Congress as regards rearmament. and_related matters. It
has made: one or two suggestions which. would add quite
‘appreciably to public expenditures, and it is all but uni-
_versally believed that -these suggestions. represented less
what the President wanted or hoped ultimately to get than
what he thought it expedient to ask for at the moment.
At any rate, the campaign of terror, if it may be so termed,
which has been under way for a long while past about the
next war and the likelihood of its outbreak at almost any
moment, has created a state of mind among the people of
this country which apparently assures much larger military
expenditures’ than the President has as yet ventured to
request. He could, of course, veto added appropriations—
-and assume the political risk involved therein—but no action
of this sort is likely from all present appearances to keep
‘military outlays even nearly within the limits of previous
budgetary expectations. .

Just when all this will translate itself into actual
Federal expenditures is a question, the answer to which
. virtually all industry wishes it knew. What is certain
*-is that sooner or later it will add to public expenditures,
and critically add to the burden of industry now chiefly
concerned with its normal function of supplying the .
public with what it wants in its every day civil life."
Ngt so certain, but apparently growing in'probability
with each passing day, is the outlook for larger outlays
f9r aid, civil and quite possibly military, to a very con-- -
siderable assortment of foreign ‘peoples. This, too,
obviously would add to'the tasks of an already over-
burdened industry. Unless all such expenditures were
taken from the people in taxes, they would add to the
current “purchasing power” of consumers and thus to-
t!ne upward pressure on prices — since the income. de-
' rived from the production of these goods would not have
,any counterpart in goods available for purchase.-If their -
: productlon merely replaced the'output of civilian:goods,
<= it would — in"the absence of -corresponding taxatiofi =<

;. reduce the volume of consumers goods coming on' the -

market without curtailing “disposable” income available
for purchase of such goods. The likelihood of such man-
agement of these programs that inflationary mflupncgs
would be avoided is, if one is to judge from experience,
not very great. . : ‘s :

. More Fuel in Prospect

But this is not: the full story. Programs here at home
are being sponsored which would tend very strongly in the
same general direction. There is the so-called Taft-Ellender-
Wagner - bill ‘recently approved by the Senate ‘and more
recently described by ‘the President as ‘“wonderful” It
would “let down the bars” to over-extension of credit to
all sorts of home builders, and even go into the field of
“yield insurance”~—all for the avowed -purpose of ‘encourag-
ing. expenditures in- the home construction field - despite

It may be taken for granted that private investors—certainly

vide vast quantities of capital for such purposes without gov-
ernment guarantees of one sort or another. But, however
it may be done or whosoever is to do it, the banks would be
very likely at one stage or another to be called on to provide

‘| essary, direct economic controls:

.| ings;. second, to. meet increased

| be to encourage economic activity
v| strictive :till an..alarmingly . high
- ++| first takes dsibarbingers of risimg)

And so the story might

from further lending.

the funds. !

be drawn out almost indef-

initely.  Small wonder there are those in Washington
who wonder whether the banks should be discouraged

essential production, for specula-
tion, and for consumption pur-
poses,

Measures for Monetary
. Restraint

There is no simple or single way
of accomplishing this task. It will
have to be accomplished in a com-
bination ‘of ‘ways—by ' general
credit controls and in particular
areas by selective controls. More-
over, ' credit controls alone can
not do the entire job. 'Banking
and monetary policies will need- to
supplement’ fiscal and . other na-
tional policies—including, if nec-

I speak, however, only of the
factors  lying ~in the field of
money and credit; they are not
the most potent, but they are es-
sential,

The responsibility - of the Fed-
eral Reserve System in this situa-
tion is.to conserve .the nation’s
credit resources in the interest of
the longer-run stability -of our
democratic capitalism.. In view of
this responsibility, the System will
be obliged to use its influence to
restrain unnecessary credit - ex-
pansion.  Its ‘capacity. to.:fulfil
this ' respongsibility is necessarily
circumscribed, in part as a result
of statutory authority, and in part
as a result of the nature of our
banking system.

_Applicability of Interest Rate
Policy )

Taking these limitations into
account, there are two Lines of
general credit policy open to the
System, " The first of these alter-
natives, which is entirely within
the System’s existing statutory
authority, is to permit a general
rise in the level of interest rates:
Such a program would have a
three-fold -purpose: first, to
strengthen ‘the incentive for-sav-

financing needs; and, third, to dis-
courage non-essential borrowing
It is a program.that.would con-
form in major respects to the tra-
ditional - precepts of ‘“orthodox”
finance. .+’ .
*Yet it is a program that.should
not be accepted without careful
consideration; for the effect of ris-
ing interest rates varies and may
be the opposite at one time of
what it is at another.” Thus the
initial effect of rising rates may

and.:they..imay not become .re-

level hasikeén reached. .Theyrabe:

prices and active business, - Under

What About Money and Credit?

(Continued from page 8) .

inflationary conditions, especially,
rising rates would put businesses
under a strong inducement to
undertake ‘expansion - programs
before rates -and costs went still
higher; and . they would hardly
become deferrent until they had
become . extremely - high. ~ They
would impel consumers to avoid
higher prices in the future by
making credit purchases in the
present. ' They would. draw out
savings now held in bank depos-
its or in savings bonds.and add
them to the volume of credit. Bui
they  would not' discourage gov-
ernment borrowing, for the gov-
ernment borrows. not because
rates are low, but because appro-
priations and tax legislation make
borrowing necessary.

Still further aspects of a policy
of higher interest rate levels are
the primary effects of such a pol-
icy. upon the market prices of
government bonds and ‘the second-
ary effects of lower price levels
for government bonds upon the
soundness and the functioning of
financial institutions. It is one
thing to contemplate higher inter-
est rates on a'public debt of $25
billion, such as we had at the end
of World War I it is- another
thing to contemplate ‘higher in-
terest -rates when public. debt
amounts . to $253 billion and ex-
ceeds the total of all private and
other debt by nearly 50%. We
have also to keep .in mind- that
marketable public debt alone
amounts tn $162 billion, or an-
proximatelv 75% more than the
value of all listed stocks and non-
government bonds,

The additional cost to the gov-
ernment of a higher interest rate
program is another matter requir-
ing thoughtful consideration, since
a maturing debt of $50 billion this
year and $100 billion in five years
would  have: to. be refunded . at
higher rates. This aspect of the
interest rate problem has a fur-
ther implication. ~The Treasury
might become g borrower at the
highér interest levels. "This would
raise- ‘the . ‘knotty’' question of
equity’ with ~regard to present
holders of government securities.
The program 'of financing partici-
pation in World War II, in con-
trast to that of World War I, was
geared to avoidance of this prob-
lem by adhererce to a stable pat-
tern and level of interest rates.

_These considerations with' re-
spect”'to' the  general level of
interest rates do not ‘'mean’ that
the. existing structure .of interest
rates should remain:rigid. ‘Long=

T

tions in the capital market—the
supply .of :savings relative to the
demand for “investment: 'Short~
term interest -rates are .more
largely .determined by ,liquid*r.
preferences and other mdTe:
transient . money market factors.
To the extent possible without
raising, long-term rates, short-

term rates may be permitted more

flexibility than they have had in
recent years, In particular, short-
term and discount rates somewhat
higher, than those now prevailing
may help to encourage investment
in short-term government securi-
ties by banks. and other holders

L of liguid . funds. and reduce .the

amounts that need to be bought

) ' by the Federal Reserve.: Such a
'| outrageous costs, doubtful ability of many would-be buyers to |
meet such obligations in the future and all the rest of which|
previous periods of a similar sort give us ample warning.| '
' Propesal”
those who have ‘cut their eye-teeth — are not going to pro-|. ;

policy may be helpful in avoiding
creation of additional - bank. re~
serves. . .

for Higher Required '
" Reserves B
"In the light ‘of these considera-

.tions, I think you will agree that

there are fairly clear practical
limitations on the use of interest
rate ‘policy to restrain: further
growth in bank reserves and ac-
companying bank credit expan-
sion. This leads me to the second
alternative, namely, an increase in
the reserve requirement of all
commerc:al banks. - This alterna-
tive . would . require legislation
granting - additional authority  to
the Reserve System. The Systemy
still has unused power to increass
the reserve requirements of mem- §
ber banks in New York and Chi-
cago, but the leverage to-be
exerted through ' this authority
would be relatively minor in re-~
lation ‘to the ‘problem that. the
banking system:confronts. ' What:
is ' needed:is a more general au-
thority ‘which would apply, as a
matter of equity as well as eco-.
nomics, to all commercial banks.
To this end, the Federal Reserve,
Board has recentiy recommended
to the Congress that authority of
a two-fold character be provided.,

In the first place, the authority.
should  make it possible for the
System to impose on all commer-
cial kanks a primary. reserve re-
quirement up to 10% of aggregate
demand deposits and 4% of aggre-
gate time deposits, in additlo_n to,
present requirements. If desired,
the authority could be graduated
by class of bank. This measure
would’ give the Reserve :System
authority. to increase total reserve
requirements by. a maximum  of
about $12 billion." It would enable
the System, over. the next few
years, to absorb and sterilize the
credit . expansion potential occa-
sioned by gold inflows and: by
Federal Reserve purchases of gov-
ernmenti securities from nonbank
investors.

In the second place, the recom-
mended legislation would enable
the System to impose on all com=
mercial banks, under proper safe-
guards, a special reserve require=
ment up to 25% of aggregate de~
mand deposits and 10% of time
deposits. This may be preferably
described as an optional: reserve
requirement, because the special”
reserve could be held; at the op-~
tion of .the individual bank, in
specified cash assets or in certain
marketable - short-term { govern=-
ment: securities. »- 4 ni it -

It seems to me-at this time that
perhaps: the most; desiraple 'ar-
rangement woulé be’ to package
together the optional reserve plan
and the proposal for authority to’
increase primary reserves ‘made;
by the Board to Congress i April.'
Provision might be made both for
the cptional resetve andfor an
increase -in"primary rescrves'as’
proposed, with thé'general’timita~
tion that the iotal increase in re-
quired reserves thit might'be ap-
plied ‘by the two types of author-
ity taken iogether could not ex-’
ceed. 25% of aggregate demand
ceposits ‘and '10% of aggregate’
time deposits. = v o 0

" At the special session of Con=
gress last f211 when the Board was-
asked.to say whal_might be doaei

term interest rates reflect condi-i in the monetary and credit field

itized for FRASER
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to deal with inflationary forces, its
‘response was to recommend con-
sideration ¢f the special reserve
plan. The proposal attracted con-
siderable attention, much or which
was adverse. It was objected-that
the situation was not yei serious
enough to warrait such a meas-
ure, and that the Board already
had eaough power anyway. As to
the timing, the Board proposal
was not that the power be granted
for instant application but that its
use be authorized when necessary.
The mere existence of such an
authority would have some effect,
of course, for most bankers had
rather act on their own initiative
than wait for a regulation to tell
them what to do. Morecver, to
wait till a situation is desperate
before recommending appropriate
legisiation is scarcely what oge|c
would call statesmanship. As for
the adequacy of Board powers, I
think " the point is whether the
present powers are applicable, The
power to raise reserve .require-
menis in New York and Chicago,
for example—which the Board
could. do—is not very helpful
when the problem largely lies
elsewhere. Moreover, it is imprac-
ticable {o exhausl powers before
the moment of their greatest ef-
fectiveness ‘and unfortunate ' to
have to exhaust them without
some. power:in reserve. Finally,
the Board was not seeking power
but was responding to a request for
suggestions at a time which . was
not of its own making or choice, |

. .Some bankers: have liked ‘the
special reserve plan and some
have not. .I have had doubts about
it myself, and can sympathize with
the doubts of others. Yet I know

of nothing belter, and the plan hag!

advantages, I think, which have
not: been understood or appre-
<ciated.:

Generally speakmg, the optlonal
or :pecial reserve requirement
‘would be capable of accomplish-
ing the sarme' restraints on bank
<redit expansion as a straight in-
«<rease in primary reserve require-
Jments, but.it would be consider=
ably iess onerous to the banks. 'Ag
I have just said, I sympathize with
bankers who have questioned the
desirability of the special reserve
plan’ and I think ‘I understand
their misgivings Bankers naturally
resent - being blamed for. every-
thing. They did not bring on the
inflation and:they do not like to
feel that ‘all’ the pressure to stop
it isheing ‘'put on them. -In real-
ity, of course, restraint on the ex-
tension of credit happens to be
one of the effective ways of re-
sisting inflation, and we must not
forget that we are speakmg about
it because banking is the field of
-our responzibility and not because
‘we expect everything tha{ is done
to he done in that field and no-
‘where eise. I certainly do not wish
to give the impression that I have
any pdtience with the tendency to
take everything out on the bank-
«ers. I have a public duty to per-
form, but that duty is certainly
mnot against the long-run interests
-of bankers. One of ils aims is the
protection - of banking - through
‘banking itself.’ It is in this spirit
‘that T should like to clarify the
optinnal reserve plan, for perhaps
our explanations have not suffi-
ciently described - the . relative
meriis of the;proposed measures.

dptwnal Reserve Plan

By way, of preface it should be
emphaglzegl, as
that banks now hold $66 billion of
government securities. From the
| standpoint of ‘an individual bank
and {rom ihe standpoint of the
banking systeis as a whole, these
securities are wrtuaﬂy excess re-
serves. That is, banks .may sell
- government securities in the mar-
ket to obtain reserves and unless
t other buyers appear, the Federal
Reserve System must buy them in
support of orderly and stakle mar-
ket conditions. In the process new
bank reserves are created.. As. a
b matter of fact, nearly all large

| banks and ‘many medium-sized

itized for FRASER
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noted. - earlier,

and small banks recognize this
characteristic ~of government se-
curities by adjusting their reserve
positions continually through pur-
cliases and sales.

Any plan to place resivaint-on
the total volume of bank credit
and the money supply must rec-
ognize the potential reserve fea-
ture of the goverament securities
held by banks, or for that matter,
of those held by other investors.
As a measure to reduce the vol-
ume of potential reserves, it is as
effective to immobilize a part of
these securities in the portfolios of
banks as it is to require banks to
sell them to the Reserve Banks in
order to meel an increase in
primary reserves. In fact, as a
aevice for meetling the very spe-
cial kind of situation that now

confronts us, the special or op-
tinnal reserve plan has certain im-
portant advantages both 1o banks
and to the public generaily.

special - reserve- requirement, - if
imposed, ‘would ieave the banks

with their holdings of government
securities intact. It would make
possible an increase in hank re-
quired reserves and at the same
time avoid a coasiderable amount
of bankmg readjustment, as well
as any serious adverse effect upon
bank earnings. it would simply
immobilize a porlion of commer-
cial bank portfolios of government
securilies and discontidue the
treatment of tthe holdings as ex-
}CESS reserves, i.e., as assets equiva-
lent 1o cash and avallable for con-
'version into actual reserves at the
bank’s discretion  through ‘-ale to
the Federal Reserve.

The optional or special reserve,
which would strengthen the de-
'mand. by banks for ‘short-term
government securities ‘and  thus
aid in the maintenance of rela-
tively stable interesi rates on gov-
j ernuient securities, would, on the
other hand, make possibie some
increase: in interest rates on pri-
vate borrowing, particularly on
short-term and medium-term bor-
rowing. Any such rise would have

flationary borrowing as higher in-
terest rates in general might have.
More importantly, the plan would
put pressure on the lender to ra-
tion' scarce . bank credit among
customers .and to reduce volun-
tarily .the bank credit available
for business expansion and con-
sumer financing.

Furthermore, if government detf-
icit financing again becomes nec-
| essary at' some wnot too distant
stage, the: optional requirement
would make it possible to tie the
deposits created in deficit financ-
ing -to the securiiies sold to the
commercial banks and held  as
asseis against' the deposits.” Con-
sequently, it would be much more
adaptable in‘ coping  with the
problems of credit control incident
to government  deficit financing
than an increase in primary ive-
serve requirements would be.

Lastly, ihe optional or spetial
reserve authority would restore
flexibility and effectivenegs to the
customary instruments of Federal
Reserve policy, i.e., open market
operations and discount rates, In
the traditional sease of their use
for credit control purposes, these
instrument:s ‘have become largely
unusable because of the domi-
nance of public debt in the credit
situation.

Criticism has been made of the
spe( jal reserve plun that it would
be too restrivtive and again that
it would not be restrictive enough.
Yet as a device for meeting the
serious - problems of = excessive
credil expansion the special re-
serve could be used with greater
precision and with less danger of
adverse reaction ‘ than' could an
iccrease in primary requiiements,
since the special rcserve, as I said
before, would involve fewer bank-
ing adjustments Moreover, safe-
guards against too rapid apphca-
tion of the requiremenis are an
integral part of the plan,

It has been said that the special
reserve would. not- be restrictive

g b

" In the first place the optional or

the same resiraining effects on in-

in the current situation..

enough because immobilization of
short-term government - securities
would still permit banks to sell
longer-term securities to. obtain
reserves, It is of course irue that
the plan would leave banks large-
ly free to do this. Banks would be
deterred from doing this, however,
because they wouid be sacnﬁcmg
a higher-yielding securxty, possi-
bly at a book loss. Buyers other
than the Reserve Banks might be
altracted by these higher-yielding
issues, thus avoiding the creation
of new bank reserves through Re-
serve Bank purchases.

Some have criticized the special
rererve plan because banks might
need to sell higher-yielding bonds
to obtain sufficient shoit-term se-
curities {o meet requirements. The
resulting loss in earnings, it has
been said, might cause banks to
reach-out for more risky, high-in-
terest loans and investments, with
consequent expansion in private
bank credit and impairment . of
the ‘conditioh of our banks. I be-
lieve this criticism does less than
justice to the good common sense
of the average banker as well as
to the effectiveness of our bank
supervisory agencies, ‘It also does
not take into- account - possible
higher interest rates on sound pri-

vate credit, and . the increase 'in
bank earnings from this source.

It is worth mention that a spe#
cial reserve requirement, like an
increase in primary requirements,
would reduce the ratio of multiple
deposit. expansion that could be
built on new reserves thet banks
migat  acquire from whatever
source.

Supplementary Measures of
' Credit Restraint

My remarks thus far have been
concerned with the imajor means
of restraining redundant -credit
expansion. - But there 'are. also
other measures supplementary to
general credit policy which should
be restrictive in particular credit
areas and therefore helpful  in
controlling the aggregate volume
of hbank credit. I refer to the areas
of stock -market credit, consumer
credit,’ and housing mortgage
credit, -

Credit to. finance the purchase
or carrying of listed stocks has
been restrained up to the present
by . the Federal Reserve Board’s
regulation of = margin require-
ments; and in:view of the dan-
gerous inflationary possibilities of
the immediate future, it would be
a grave mistake, in my judgment,
to ease those requirements at this
time.

Regulation ‘of down payments
and maturities in the field of con-
sumer instalment ' credit is. also
needed, in my opinion. Reestab~
lishment of this control would help
to ‘dampen ‘consumer ' demand,
especially for durable goods, fi-
nanced on time-payment plans:
This would help to curb further
inflalionary growth in.consumer
expenditures: and to' reduce ‘the
competition for available supplies
of basic materials and manpower,
on which the national defense and
world aid programs must draw
heavily. An auxiliary effect of
this restraint would be some in-
creaze of savings, encouragement
of which may be put down as an
essential element of any program
to fight “inflation in  the period
ahead. 2
. The  third object of selective
credit conirol that I mentioned is
mortgage credit for housing, which
for some time now has been one
of the:most inflationary factors
Since
early last winter, there have been
mounting complaints ~—~mainly
from  the building : industry and
veterans organizations—that resi-
dential mortgage credit is becom-
ing tighter. Partly in response to
these complaints, consideration is
being given by Congress to legis-
lation .designed to reverse this
situation. You are perhaps familiar
with, the proposals. under  con-
sideratioti. They:are, first, to con-
tinue: on anwunsounds basis the

1ohill 2t i JTiton !

mortgage insurance program -un-
der Title VI of the' National Hous-
ing Act; second, io create a gov-
ernment ‘financed secondary mar-
ket for mortguges already under-
written by the government; and
third, to relax lending conditions
under Titles I and II of the Na-
tioral Housing “Act. However; 1
am glad to say that, in this pro-
posed legislation, some revelant
economic facts have been faced,
permissive interest rates on guar-
anteed . and insured - mortgages
have been placed one-half per
cent higher, and the pernicious
“necessary current cost” cost for-
mula “for appraisal nas been re-
placed by a “value” formula.

We are not at all sure that mort-
gage credit is getting tighter in
any real sense. Financial institu-
tions, including commercial banks,
are siill making mortgage loans
at- a:substantial rate.  Mortgage
premiums, bonuses, and -fees of-
fered by lenders are lower or
have disappeared, but loans are
being placed. Borrowers are hav-~
ing a harder time getting 100% or
90% loans, bul there is no sound
economic reason why they should
ever have had such loans. If re-
cent anti-inflationary monetary
and fiscal policies have been tight-
ening residential mortgage credit
somewhat, that seems to me all
to the good, and, considering the
inflationary conditions that pre-
vail in the housing market, en-
tirely consistent with the objec-
tives of those policies. There is
no such thing as an effective pro-
gram of over-all credit restraint
that avoids restriclive effects in
particular areas which have large
financial importance, such as resi-
dential morigage credit.

Even without a strongly infla-
tionary outlook for domestic eco-
nomic developments, there would
be very good reason for recon-
sidering and moderating any new
program for the encouragement
of mortgage lending. With such
as outlook, the need for recon-
sideration is urgent. It would be
better if we abandoned the pro-
graw -altogether; but at the least

any further special encouragement
of mortgage credit should be lim-
ited to rental housing. We shall
not ' succeed in  overcoming the
housing shortage by increasing the
competitive pressures on scarce
supplies of materials- and con-
struction labor, What is needed is
a .continuing  effort to keep the
volume ‘of "“mortgage credit from
pressing:'i6o ‘powerfully . against
these important supplies.::

The sale of savings bonds offers
a positive check on inflation that
approaches the problem from a
different angle, It withdraws
money from the spending stream,
thus - reducing - the . pressure  of
buyers -on ‘a - scanty supply of
goods, and it substitutes private
investment - in - government secu-
rities for bank ' iavestment, thus
reducing the volume of  bank
credit and ‘of bank deposits. -~

Lastly, an - over-all ‘restrictive
credii policy will need to be sup-

plemented by vigilant watchful-|,

ness on  the part of the super-
visory authorities and by volun-
tary self-restraint on the part of
individual bankers. - We believe
that supervisory, -policy - should
vigorously maintain the soundness
of credit extension by individual
banls, and we have actively co-
operated with the American Bank-
ers Association in its nation-wide
program of fostering banker-self-

restraint. But the banks may ex-|,

pect continuing strong. credit de-
mands’ from businesses and indi-
viduals, and they are not in a po-
sition to reiuse the sound credit
demands of individual customers
in good credit standing. I think
that hanks can fairly be asked to
adhere . strictly  to conserva.twe
lending -standards, and I believe
that banks universally will re-
spond to such requests, But I do
not ‘believe that they can extend
credit comypetilively, as they must,
in the interest of iheir local com-

m““’“?f i¢pd at the same time
refrai rom 1edundant credlt ex-

pansion .on a - national . basis-s '

espacially’ with the “basic factors'

bresent, ths} are now stlmulating‘

credit expansion.

- Financial Strength Essential

"Before closing, I should like to
stress the fact that there is such
a thing as a . prudent, sound fi-
nancial couise for an entire econ-
omy. We are compelled by cir=
cumstances beyond our control to
undertake commiiments for world
reccvery and peace that no one’
till very recently would have an—.
ticiputed. . These commitments
come at a hme of full utilization
of ‘our maipower and resources,
of heavy curreni and deferred
peacctime - demand by our own
people, and of recent action io
reduce our heavy burden of Fed-
eral {axes. There is no financial
sleight-of-hand by which we can, .
carry the unavoidable burden of
our  national program and stilt
avoid further serious inflation. We
musi raise from. ihe public ‘the’
money that has to be spent and
there must be some restriction on
domestic demand for goods fi-
nanced through bank credit.

These maiters I have but before
you are malters that it is the duty
of the Board to bring not only to
the attention of Congress but also
to the attention of bankers and the
public at large. Furthermore, it
is our duty to do so in sufﬁcient
time to allow Congressional and .
public discussion and debate. And
furthermore the powers the Board
requires in the discharge of its re~
sponsibilities must first be granted
by Congress in sufficient time for
their exercise to be effective.
Powers granted tuo late serve no
particular good. 5

I hope the suggestmns we are
offering will not be greeted with
the hackneyed comment that the .
Federal - Reserve merely wants
more power, To make that com-
ment is to' beg the question. The
Federal Reserve Sysiem was set -
up nearly 35 years ago to exercise
certain authorized functions in the
.bublic’ good. - The world has not
stood - still' since ‘then,. and. pre~

sumably it will not stand still in -
the near fulure. We have had twer
great wars in that time, the mag-
nitude of business operatxons nas
grown, and new forces have arisen,
These develOpments make it nec-
essary to adapt and enldarge the
powers that changed conditions
have rendered jnadequate. Ileave
to:your consideration the question
what should be done about it.

New York Stock Exchange
‘Weekly Firm Changes

The New York Stock Exchange
has annouced the following firm
changes; ;

The Exchange membershlp off
Harold O.:Barker was transferred
to R. Drew Mellick, Jr., on May 6.

The Exchange -membership . of
Robinson Simonds was transferred .
to Harold C. Mayer, Jr., on May 6.’

On May 18 the Exchange wilk
consider the transfer of the mem~
bership of James F. Shea to
Thomas Campbell, Mr. Campbell,
it \is understood, will act as an
individual ' floor broker :

Frank J. Hardiman retired from
partnership “in- Aronson, Hall &
Co. on, April 30.

Joseph Zawadzski . w1thdrew
from limited partnership in Ben-
dix, Luitweiler & Co. on April 30,
Interest of the late Henry D.
Wieand in Bioren & Co. ceased
on May 1.

New Vose Partnership

"Effective May 18, the partners
in Vose & Co., 60 Beaver Sireet,
New York City, will be Alden H.
Vose, Jr., member of the New
York Stock Exchange, and B. Otto
Jacobsen, Mr, Vose is acquiring .
the Exchange membership of the:
late - Daniel: F.-McCarthy who -
formerly-held the firm’s members
Ship.' . g
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Increased Spending Can Hasten War With Russia

Eisenhower) picked 60 days ac

(Continued: from first page)
income that would otherwise be
saved causes the big: spending and
high taxation policy to be a defi-
nitely intiationary force. The
stability and ‘continued progress
of the whole economy' are: seri-
ously threatened.

- In Washington the men and the
groups that have fought so val-
iantly’ for economy admit that
there is a tidal' wave of spending
which' cannot- be ‘resisted. The
country, they say, is on a spend-
ing spree. Everybody is on the
bandwagon, and the taxpayers are

- blowing the horns as loudly as the
spenders. :

This is a curious. and alarming,
manifestation of mass psychology.
It is quite contrary to the atti-
tude normally to' be expected. af-
ter the close of a long, exhaust-
ing war.. Even though this coun-
try was not invaded, nor were its
cities bombed, there were serious
war losses of a material sort. The:,
normal provision for renewal and -
extension of capital plant was not
made. 'An immense shortage o
housing exists: Many kinds of
necessary durable consumers
goods are still in short supply, Im=
portant natural resources’ were
heavily drained. The entire logic
of the postwar situation-points to
the' obvious' conclusion that - the'
attitude: of the people should. be "
one- of settling down to work, to
saving and investment, to the
great task of reconditioning and
new construction that confronts
them.. " Instead, they have become
‘wrought up to a state- of mind
which = toleratess immense new

drains, and which likewise toler-

ates the prospect of indefinite
neglect of the civilian production
job that clearly lies ahead.

Fear of War

The key to this abnormal state|
of mind appears to:be the fear of
war, That any nation can: con--
template- the prospect of. another

the probable: duration of the nex.
war. If the enemy is prepared fo1
decisive action in this atomic' age;
and if he understands the prin=
ciple of concentration of strength,
and if at the same time we are in
a more or less similar state to: thc
one we are in' today, then I can’
see’ why' he should take 60 days

“The period; I think, will' be ont

forces against a nation not pre-
pared to counter.” ) )

There are numerous “ifs” in
this statement, but the impressior.
likely to be retained is that Russia
can destroy us in a single night
of bombing. The basic' assump-
tion made by General Anderson,
which: is that such a catastrophe
would be possible if we stood still
while:- Russia: forged: ahead, in-
volves. an important matter to
which: attention will’ be: directed
later,

Another example is provided by
the remarks of Commander
Greenhalgh in: a lecture- before a
group of reserve officers: in New
York, as reported by Russell’ Por=
ter of the: New York “Times.”” Ir
substance, . the: following  points
‘were made' by Commander Green-
Halgh: Russian economic- poten-
itial ig less: than 25% of ours, and
only seven percentage points were
added - from ' satellite countries.
The weaknesses outweigh = the
strengths.. Russia has a large
military machine but is unable to
move: it because of a damaged
railway system: and lack of trucks.
The Russian: aircraft industry i
geared to .making small planes
and lacks the production know-
how to: turn out heavy bombers:
Russia. will have: trouble in mak-
ing. an. atom: bomb  because . of
technical produetion difficulties:

Mr. Stuart Symington said' re-
cently, as reported in- the: New
York “ “Times,” that Russia  has
more B-295 than we have,; which
does not square with Commander-

war, or can so quickly be pre-
pared. to. engage in. war after the
economic and spiritual -exhaustion
of World: War II, is contrary to all
history - and. experience; This
country- is- certainly not ready for
another war, either materially or
spirituaily. If this- be true of us,
what about. Russia, the only pos-
sible = antagonist? The  Russian
home. land. was deeply invaded.
Her most. fertile lands: were: laid
waste. Her vorincipal. cities were'
destroyed. Her railway system
was badly damaged. Factories
and power plants were- wrecked.
Her losses' of men' ran into the
millions. She. never had a mod-
ern highway system. Remember
what was' said during the German.
advance into Russia. “As soon as
the autumn rains come, General
Mud will be fighting on our side.”
The rains were late: that. year, de~-
spite our prayers for rain, or the
Germans; would not have reached
Stalingrad. This: goes: to. show
that the  Lord knows WVest, for'
Stalingrad: was destroyed;. but not
captured;. before: King Winter
broke the German: attack.

_There: has been. no full public
discussion: of the situation and the
probabilities,  Hanson W, Bald-
win,. writing. in: the New York
“Times of March. 29; 1948; re-
ferred to the mounting emphasis:
by. military leaders. upon our de-
fense weaknesses. As a matter of
fact, the -stories- told by these
leaders and by high administra-
tive officials are not consistent;
although the general impression
that they appear to have'created
is one-of underplaying our own
defensive assets while overplay-
ing those .of Russia. Here are

. some examples: :

‘General Orville Anderson,

Commandant of the Air Force

College, speaking to the Confer-|

- ence: of. Mayors: in New York on
Feb.. 19; 1948, said’ the: following,
as: reperted. in the New York
“Dimves”:

Greenhalgh’s; statement regarding
the Russia- aircraft industry. Mr.
Symington. also: said, in: the same'
statement, that Russia could bomb
any part of this country from: Si-
berian bases: with her B-29s. But
the Finletter Commission stated’
that the effective radius of & B-29
with full load is about 1,600 miles;,
which would mean that. the only
part ‘of this. country open:to: at-
tack from Siberian bases would’
be Alaska..

These conflicting statements: do
not parse. Because' they do- not
add up to ‘a: consistent description
of the: situation;. they are all open:
to substantial discount. The most
convincing report, convineing be-
cause it squares with the' reason-
able' evidence;. is that Russia can-
not. move -her’ war machine for
lack - of transport. The  fear of
many people has been that Rus-
sia could, at will; sweep: westward:
to the Atlantic ocean against any
resistance that we could. offer.. It
appears reasonable to believe that
the practical fact of immobility
rathqv than any ' concern over
treaties or agreements. has. held
the Russians. back..

. Another understandable source:
of popular concern. has been. the
atomic bomb. There is every rea-
son to believe that Russian scien-
tists understand: the principles. of
physics and’ mathematics. involved
in nucleqr fission.. Every phvsicr
teacher in our own universities
knows' the theory and can write
the for_muias on a blackboard. But
there is a- whole world of differ-
ence between a grasp. of the. the-
ory and the technical and’ indus-
trial resources required to pro-
duce: the: end product and' lay i’
on the- shelf till needed. .
The jockeying, that has. gone: on
within. the branches. of the. armed
:services and between the Adminis~
tration and Congress. over. various
details of the . proposed enlarge-.

"“F dow’t see why he (General

ment qﬁ‘ the defense program. re-

night, because that would be- the
proper application of ~materiar

‘succeeded by mnew leaders of a
‘more reasonable and rational,

Concern' Regarding Atomic Bomb.

veals rivalry and dissention where
there shouid be unity. The rec-
ord is stiongly indicative of
bureaucratic polhitics, and of just
straight garden variety of polities:
The outcome, however, will be a
-.ommitment to military spending
of a magnitude that will swamp
the' budget and the taxpayers un-
ess strong measures: are taken to
change the present course,

The first- and most ‘important
point' upon which the’ people need
information,  and: with regard to
which. ail' of the' available evi-
Jence should be set out publiciy,
.§ the imminence of war. A war:
:an: get started from an incident
.hat' gets out of Hand; or it can
Jegin. by being deliberately
Jlanned: A nation that plans war
at -a time' of its own choosing
18 likely to be disposed to prevent
premature: -incidents, if possible,
irom leading to war because of the
effect; on' the main time tabie:
Many people- have been: disturbed
over the “you.never can: tell what
nay’ happen’” view. The Russians.
Aave been' impudent and obstrep-
2rous at various times and places:
The behavior of Russian: troops.
and  officials' is: open: to: an: inter-
Jretation: of ' intentienal - provo-
zation..” For' reasons given: below,.
.t does not appear likely that the
purpose is to. bring on' an acei-
Jdental war now or in the near
.uture: All of the advantage; of a
surprise attack in force would- be
‘08t by letting a war. get started

closed, or nearly enough so. io
warrant a test of the issus -
" Everything in the available evi- |
dence points.in this.direction. The '
Mr.  Magidoff who was recently
expelled from Russia stated 0
press interviewers that most of |
the current production there con-
sists of materials to build up the
Russian economy. The people
have just been “invited” to sub-
scribe heavily to. a new lean: for
‘this purpose. It is a. command
invitation, and a month’s wages
for each worker is specified as |
‘about the proper  contribution.
There is nothing in the available
evidence that points to an inten-
tion to- make war now or soon. If
our responsible officials are in
possession of such evidence, it
should be made public. }
Assuming, that the real danger
period lies some distance in the
future, and Secretary of Defense
Forrestal has indicated his belief
that such is the case, what should
our own- national policy be’ at this
time? The answer is clear. We
should. adopt. a. course that will
best assure the further growth. of
our own industrial. power so that
the gap between Russian economic
capacity and our own will not be
closed, or even narrowed. signifi-
cantly.. If this gap is the reason
for peace now, keeping it open
will be the best assurance of
peace in the future.

Should - Develop. Qur  Industrial.
3 ‘. Power’
How do: we develop our in~

that way. The Japs-did not waste
time or motion on provocative
incidents before the attack ‘on
Pearl Harbor. A more reasonable
view of the Russian: bluster and
shoving is that it is designed to
get such concessions. as° we may
yield in a game of bluff. Anything
gained by such means is at a. much
cheaper price' than fighting, and

-we must admit that they have

taken some' good' pots on nothing
vetter than a pair of deuces. t

So far as Russia’s long-range in-
tentions are concerned, ;we are
not warranted now: in. any other
view than, that. war is: definitely

'in “her. program whenever . the
‘Russian leadership can see a rea-

sonable prospect of success: Time
may’ work for peace’ here; for the
war-minded’ group 'now' in- con-
trol: of Russian policy will even=
tually pass away and it  may" be’

frame~ of* mind: - This; however,
should ‘not. be: counted upon: in
advanee; :

The Russian Time Schedule:

The prineipal reason. for be~
lieving ‘that - the Russian: time
schedule: does: not call for war
until after the lapse of some' years
is the' great disparity of industrial
resources. as. compared: with: this
country. : Success: in' modern, to=
tal war is: not determined by the
number of men:in-uniform, or by
the quantity of war material; on
hand. It issdetermined in the end
by industrial capacity. However
provineial the' Russian: polit-buro
may be, and whatever the kind:
of nonsense about Russials great-
ness; that may have:been fed to
the Russian policy makers: by: the-
“yes men,” they are not so simple:
as: to- suppose that they can today
match us. in industrial: power.
Moreover, they are shrewd enough'
to realize the significance of in-
dustrial power as the. basis.of mil-
Jitary might. In view: of Russia’s
immense capital losses in. the last
war; and of the great economic.
disparity that now exists, it is.
reasonable to believe that. Russia.
is not now ready fot a- planned
war. © Her major effort now and
for the future will be: te Build' up-
productive power and thus. to
close, if pessible, the -gap. that.
exists betwe_en- her industrial ca-
pacity and our own. TIf, after a
lapse- of time, they still want and

plan. war, it will come when, they|.

dustrial: - strength:  and' ' power?
Again: the answer’ is. clear. It can
be done only .by: devoting more
of our: economic resources to: the
task. Here is- where the: spending
spree -on. which: we are now em-
barking can ' be of: irreparable,
tragic:damage. If we let ourselves.
be committed to Federal budgets
of $45-$50 billions, for military
and: nonmilitary purposes, .. we:
shall absorb, in the carrying of a
huge - load: of governmental un-
productiveness, so much of the
nation’s capacity to: grow as: to
slow down tremendously the rate
of growth. It will be, the case
of the hare and the- tortoise over
again. - Russia can close the eco-
nomic. gap if we stand still long
enough: - General Anderson was
right in -a- way that he did not
intend;. when' he: said .that if we
remained : as:...we now -are; the
eénemy could some day overwhelm
us: - His- - emphasis . .was- -upon
building. up now a: super air force,
The:  correct: emphasis: :should: . be:
upon. the industrial ' capacity to
create such .an air forece’ when it
is. - needed. . Secretary- Forrestal
has pointed. out the: unwisdom of
building: too-~ many: planes - of
present. design.now, because they
will. be' obsolete . in :the- danger
period that lies ahead.. The present
and. proposed taxing and.spend-
ing programs will slow. us down
toward. a standstill..  They . will
thérefore- be’ the most important
contribution - that. we can now
make to causing the next. war,
and' to- assuring the prospect that
we shall:not.win it. - 7. ?

! The: basis: of this prediction is
that there can be no: adeguate
provision for: the. amount of new
capital needed for sound national
growth ' under . the: existing tax
load... Every business. man: knows
that the growth of his own busi=
ness depends upon- getting more
capital- for it. - What is-true ‘for
each. separate business is also: true:
for all business; and for the nation:
The great expansion of output
which: oceurred. in. this: country
over the last eentury was caused
primarily. by the additions te eap-
ital.  Data that have ‘been com-
piled back to. 1869- indicate that
from that year to 1928 there was
‘a regular' “plow back,” on the
average, of 20% of the gross na-
tional product. In ‘other words,
one-fifth. of each: year’s crep was
put. aside as the seed corn for
making ‘'a. bigger crop the next
year. .

This.. regular addition. to. the

: ¥ - s 3 1 s B
decide that; the industrial gap; izl

seed corn: of capital is. what led. to:

the.increase in product and pros-
perity. * It-led to' an'dverage rate
of growth, from 1869 to 1928, of
3.8%, compounded annually. It
provided jobs for the- increasing
labor - force, permitted Hhigher
wages, raised’ real incomes; ad-
vanced living standards, and cre-
ated' a vast flow of goods and
services that put us immeasurably
ahiead of every other nation’ that
ever-lived: on this planet. - - -
. Deefieient €apital Formation -
* There was a bad slippage in the, |
rate of capital’ formation in rela=
tion’  to- gross national product |
during the 1930’s. To what extent
the depression was prolonged and: |
intensified by this de¢line in ¢ap~ |
ital formation we may never
know, but we' do' know that there !
was no prosperity during that j
dacade: Secretary: of Commerce: |
Averell ‘Harriman stated in the
hearings on' the 1948 tax’ bill that
there-is' now a serious deficiency’
of capital, and' this is: borne out |
by independent estimates. * The:
Research Department of thé Na- |
tional" Association of Manufactur~ |
ers has estimated an annual de-
ficiency in capital’ formatiorr be-
low what is required to- maintain
the- historic rate of growth in the:
magnitude of $7-$8' billion annu- |
ally.X . This - estimate ~had been:
confirmed’ earlier -and’' indepen—
dently by the President, who said*
in his: State: of the Union mes-. |
sage: that industry would need to-
provide $50 billion: of new capital’ |
over- the-next few' years in order:
to: supply the wants of consumers. |
' Here is:the core of the:nation’s: |
fiscal.. problem:- and.. also. of. its. i
problem: . of _long-range: national:
security, . The' funds: for. capitall |
formation: and. national ‘growth:
cannot. ber provided ‘without. iax: |
reduction, and: we dare.not reduce:
taxes until the Federal spendings
comes:- down.. Instead. -of lower |
spending, the Federal budget has. |
already gone -through the ceiling, |
and is onits. way through the roof.: |

' Polities and Spending- Spree

. Can the spending spree be stop~- |
ped? Probably not, as a. matter of
politics, unless.the people quickly ® |
come: to.a rational view of the war;
situation - and’ . prospects:; - ‘Were,
such rationality possible, then the-
problem. of building for defense -
would.  be -expressible in- terms- |
very different than those current-. |
ly : discussed’ and . considered. In-

.the light of .reason the iollowigg‘é

points could. be noted: . - :
First: thére are substantial: pos-- |
sibilities. of “e¢enomy within. the:
armed’ services.. Both the Finlet-,
ter Commission and. the- Brewster .
Commission emphasized the large: |
savings. attainable under the Uni--
fication Act of. 1947..-.- These sav-, |
ings - should’ .be -sought = without . |
further delay. Even on. the basis.
of. the suggestions. ‘'made. by sub- .
committees. of the House Avopro- . |
priations. Commitee - in their re-.
ports on the' 1948 Army and Navy . |
bills; the total that can Ee-saved ,
would' be, at. least $1 billion.” .~ . |
.Second¢ If Mr. Forregtal's: sug-:
gestion ‘that there should: not be, |
‘overbuilding ‘now: of' planes: al-:
ready .obsolete. were: to be: taken ™ |
seriously, -then --the- immediate : |
problem, so far as aircraft is eon~ . |
cerned, - is. to, promote - research..
and ‘development; and: to’ establish |
the. aireraft. iridustry on -4, basis " |
from which it can expand ‘prompt-
Iy when. and-as needed:. The-Fin- |
letter Commission considered: the |
question: of: a. soundly- organized, ° |
healthy aircraft industry and.pre- ;
sented: the following estimate of . |
the annual business’ required: to i
maintain. it in’ that condition: = ° §
“This Commission- believes that _
military requirements for 30,000;- -
000 te 40,000,000 airframe- pounds. - §
annually, in addition te demands:
for commercial and private planes, |
‘would provide a sound basis for ‘ ]
1 Mowrtke. Sakow: ths. Corifunitos 35"
Finanee. T'-ited Statec S-nmate oy the
Revenue- Bill. of 1948, pp. 219y 220. - %
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expansion in-an emergency it -(Re—
: port p:46.) .
- On the basis” of cost estxmates
used by the above Commission,
thé amount reguired for the.an-

nual production of 40,000,000 air- |

. frame pounds would be approxi-
mately: $1,750 million. The Pres-
ident's budget for the fiscal year
1949 contained thie following rec-

. émmendations with = respect to
funds for airplane prOcurement in

* that year,

- Air Force—
Plane procurement
Coniract .authorization_ ...

Amount
$767,000,000

550,000,000
‘' ‘Total Air Force $1,317,000,000
- Naval Aviation— y

Appropriation for planes___  $255,000,000

To liquidate prior contract
~  authorization (deduct)_. 150,000,000
$105,000,000

373,000,000

i Net appropriation

New contract authorization.
./ Total for Naval Aviation_ = $478,000,000
* 'Grand " ‘total . for
° procurement

plane *

{ . $1,795,000,000
. 1t would appear, from these fig-
wres, that the provisions for plane
procurement recommended in the
original 1949 . budget, including
both appropriations and contract

~ authorizations, were sufficient to
geet the maximum standard for
the adequate. organization of the
aircraft industry set up by a com-
mission. of experts appointed by
the President. :None of the groups
of “experts that. have expressed
aircraft production in ferms of
airframe. pounds have- transiated

_'such figures into number of air-

_craft by types or functional pur-

" poses, such as fighters, bombers,

. transports, and.so on. It is evi-

dent, however, .that an . annual

volume -of  production  sufficient;

to rehabilitate the industry to the

_ ‘degree- contemplated by the Fin-
Jetter. Commission, and involving
an expenditure of a billion and
three-quarters of dollars, will rep-
resent  a . substantial outflow -of
planes.- It is. by no means a
penny-pinching policy, and. it wiil
add materially . to the stock of
planes on hand. ;

- 'The Finletter report states that
the Air Force has on hand 10,800
aireraft in active status and some
12,800 in reserve. ‘The number
Tequired for a 70 group air force
is put ‘at 12,400 active .planes and
- ‘8,100 in reserve. : The. total now
-available is therefore ample, al-
though the distribution of the ex-
Asting planes by types may not be
-ddeal. To the :extent that deficien-
-cies of certain types are serious,
‘they can: be . corrected by proper
‘channeling - of = new  production.
‘The Navy ig said to have some 10,-
.-193 planes, ‘active and in reserve,
‘which is stated to be enough to
‘equip the active carriers and sup-
‘porting air operations. The esti-
-mates of both the Air Force and
-thé Bureau of - Aeronautics as to
the size of the necessary reserve
‘are based on wreckage -or attri-
~‘tion rates greatly in excess of the
' .-experience.rates,. -

The ambition of both the "Air
‘Force "and the ‘Bureau of Aero-
‘nautics is to have, now . or as
‘quickly as possible, a completely
‘new equipment’ of planes. : Hence
‘they are pressing for much larger
‘totals of funds than. the budget
"originally proposed. ' The argu-

" .‘ment based on obsolescence can

‘be pushed too far, and it has been
" "in 1his case. 'EVery plane on the
‘runways is obsolete by compari-
- son ‘with 'designs still on the draw-
“ing.boards; . .And ‘when these lat-
est designs are carried through
“into production, those planes will
“also- b€ obsolete by comparison
~with the next set of designs that
.are still on paper. The mistake is
. ofteq made of comparing our op-
‘erating planes with Russian. de-
“sighs not'yet in production, and
“the inference is drawn:that we
“are far.behind. The fact is that
“odur” planes in’ operation are as
‘modern as the Russian planes in
use, and our designs are fully as
cadvanced as theirs. The . design-
- manufacturing -cvele is fully- as

“fong, perhaps éven 1onger _there
"as it is here With our siiperior-
Jty in toal-makmg, it is likely

that our industries can re-tool for

{a new design ore rapidly -than

can: Russian industry. Certainly,|.
'we are under no handicap in ttus
respect

Aireraft Sufficient

The' calm, objective conclusion
that should be redched is that
there should be no immense in-
crease in the funds to' be provided
for aircraft procurement. The
original  budget recommendations,
if approved, would be adequate.
Changes of procurement policy
are needed and are authorized by |;
legislation '~ already - introduced.
Whatever amount that can be jus-
tified for research, development,
testing, and other improvements
in plane and engine design, new
fuels, and so on, should be pro-
vided. The military should not be
permitted to become the sole, un-
questioned arbiter of the amount
needed.. Mr. Forrestal told the
Armed . Services Committee. that
the $3 billion increase which he
was recommending had begun as
a $9 billion total of requests from
the, chiefs of staff and the special
services. His citation of the Eng-
lish statesman’s comment that the
military would fortify the moon
if given their way, was strictly in
point,

In order to keep the total spend-
ing, and thereby the total ‘taxing,
down to a level at which provision
can be made for national growth
through adequate capital forma-
tion, it is mnecessary to. restrain,
not only the military spending,
but also the nonmilitary costs.
The spending spree has extended
into: the latter to an extent that
threatens  the . integrity of - the
legislative budget ceiling already
approved by the Congress. ~Sen-
ators Bridges, Ferguson and Reed,
of the Senate Appropriations Com-
mittee, have recently filed a pro-
test against the size of the Rivers
and Harbors Bill reported to the
Senate. A full generation ago this
bilt had ‘already become known as
the “pork barrel.” . That dubious
reputation has evidently remained
untarnished through the years.
But much more must be done than
to strike out $200 million from
rivers and harbors, as the pro-
testing Senators demanded. There
must be substantial cuts up and
down . the line. In the statement
issuéd by Senator Bridges and his
dissenting colleagues it was point-
ed ‘out that $7 billions of appro-
priations had been considered by
one House or the other, with re-
ductions totalling only $300 mil-
lion. " "~

Foreign Aid

The foreign aid program which
now bulks'so large in our budget
should be subject to constant re-
view and reappraisal. The idea of
pouring out our bounty to help
peoples. less fortunate than our-
selves struck a respornsive . note
because of the innate - generosity
of most Americans.- Passing over
here the question of the propriety
of putting this kind of relief on a
governmental, tax-supported basis
—as . against' its logical basis . of
private support—it is clear that
the innocent proposal -originally
made by Mr, Marshall soon got
entirely out of hand.. For one
thing, it was left to foreign pol-
iticians to-say what was needed.
A new York “Times” correspon-
dent; Michael L. Hoffman, wrote
from Geneva on Feb 1, 1948, as
follows:

- “Incomplete but concrete ‘evi-
dence that European industrial re-
covery is a lot farther along than
most  persons  think and -most
European polmcxans say is’ accu-
mulating in Geneva.-,

“It has been known for a 1o‘ng
time that “several, ' some think
most, countries in Europe now
have a greater total of goods and
services available for . consump-
tion than before the war. That is,
if one takes domestic produection,

adds imports and subtracts ex-1"

ports, all valued according fo pre~
war prices, the net figure is bigger

than the sxmilar ﬁ re in, sa 3
1938 - gu 4

Although Mr. Marshall dnd not
mention communism: in his Har-

.| vard address, the ERP has become

an important part of the fight
against communism, It must be
very. puzzling to a European to
learn that we so strongly disap-
prove of ‘his bemg a communist,
and voting as one, that we are
willing - to .spend. large sums. of
money to persuade him and his
fellows to vote otherwise; while
here we can’t decide whether or
not to let the communists organ-
ize and operate as a party on their
avowed platform to overthrow the
existing government, by force if
necessary. If the techniques of
the Italian election had been used
in Missouri, it would be opeén to
the charge of having been bought.
The whole matter is puzzlmg to
many Americans who see,.in the
eommunist appeal to the guar-
antees of a constitation they de-
spise,
hypocrisy. . Treason has' many
forms. , What 'did Benedict Atr-
nold ptot and plan to do that the
¢ommunists in our midst are not,
plotting and planning to do now?
Democracy’s soft under-belly has
never been more completely ex-
posed than it has been in the cur-
rent debate over the legal rights
of those whose clear purpose is to
rip it apart. The battle of ideas
and idetlogies ¢annot be won with
dollars, There is a far better
chance of winning it by demon-
strating the advantage of the free

the ' supreme ' communist.
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enterprise system; but that dem-
onstration 1is- impossible - while
government. exacts and spends so
much as to hamstring this system |

There are many points in the
Federal budget at which spending
can and should be reduced. Space
limits forbid further discussion of
them here. In the overall sense,
reductlo‘n of the. burden of gov-
ernment is of peculiar importanee
in a free economy, In the race
for industrial supremacy we are
pitted against an opponent who
can determine, by - decree, the
share- of national product ‘that
shall go into new capital. One
estimate puts it as high as 39-40%
in Russia. We cannot expand our
capital plant by decree. We are
dependent upon the economic mo-
tives and incentives of free men,
both for the total to be produced
and for the share of the product
that will be put aside as national
seed corn for making a bigger
crop. These incentives are pow-
erful, but their power cannot be
exerted in the shackles of exces-
sive taxation. Our gravest na-
tional danger for the future is
right here. It is that we shall
tontinue to tax and spend lav-
ishly, thereby keeping a ball and
chain hitched to the economy and
holding it back until the enemy
finds himself strong enough to
make the attack. His slave econ-=
omy can never overtake our free
economy if we keep ourselves
stripped for the race. The spend-
ers must be stopped and thrown
for a heavy loss.

United States Exporfs—Their
Current Status and Oullook

(Contmued from page 3)

July and held steadily through
the year; showing an up$urge in
December to $124 million, a slump
in. January -to  $99 million  ana
then up to $118 million in Feb-
ruary; Finished manufactures at
$873 million in May held steady
‘at first, then declined and ‘were
up to $626 million in February,
up from $520 million in January.
Manufactured foods have dropped
steadily along with cotton fabrics
and semi-manufactured materials:
Manufactured foodstuffs at' $175
million-in May and $179 million
in July were at $112 million in
December and down to $101 mil-
lion by February. Semi-manu-
factured -articles at $174 million
in May and $156 million. in July
slowly slumped to $137 million in
December and were at $120 mil-
lion in February,

‘Generally -speaking, the trend
is downward with those commodi-
ties being shipped under the va-
rious foreign trade programs
(Army Civilian Supply, Interim
Aid, U, S. Foreign Relief, Greek-
Turkish Aid), increasing in vol-
ume lately or holding their own.
This has resulted in.a statistical
upsurge for March shipments.

Also, in those cases where se=
vere shortages  have hampered
shipments up until now and there
is a loosemng-up at the present
time, no-decline is apparent. For
many firms which specialize .in
certain metal products there has
been a ‘continuity in the flow
overseas, .

Geographically speaking, where
has the greatest loss been? South
America and those Latin. Amer-
jcan countries’ in the northern
hemisphere have shown the sharp-
est declines this year while Euro-
pean countries  (especially those
expecting aid under ERP), al-
though they declined greatly last
year have ‘reversed the trend and
have been holding up and have
generally showed an increase in
January over December in violent
contrast with the Latin American
market which has slumped con-
sistently since the first of the
year,
February 1n "the Eux’opean trade,

t that may be explamed by

‘fhe 'éh"rtnéé " of ‘tné ‘month ‘and

‘5iis¢ a Sfhkistical decline:

There . were declines  in

Export trade with all Latin Amer-
ican republics totaled $369 mil-
lion ‘in ' May; $303 million  in
July, $288 million in September;
went up to $342 million in Oc-
tober; $345 million in December,
but showed ‘a sharp. decline in
January to $280'million and ended

$14 billion export market would

mendous . spurt, . Although - the -
volume of imports into . this
country has been steadily increas-
ing at a very satisfactory rate, it
has a long, long way to go before
it ‘even approaches a normal bal~
ance with ‘exports, - Imports in
1947 ran to $5,739 million, or &
little over one-third of the expm‘t
‘total; In the first months of this
year they were closer to one-half
the value of exports, but that is
accounted for as much by the de<
cline in exports as the rise in
imports.

Into this picture, however, the
Economic Recovery Program hag
injected an added stimulus which -
may result in keeping the year
1948 in. the same statistical: cate~
gory with 1947, although the em=
phasis will be on commodities
outlined as vital under the orig~
inal Marshall Plan requirements,
While the actual method of ad-
ministering the Aid program has
not crystallized, feelers. put out
have indicated that, wherever pos-
sible, private channels will be
used, The sentiment among
traders is that not too .much of
ERP money will find its way into
the middlemans’ hands; that gov-
ernment agencies will deal di=
rectly with the producers, Espe«
cially does this affect the coastal
exporter such as one finds in New
York, since in large over-all pro<
grams their services are often
dispensed with, However, it re-
mains to be seen and all are
anxiously watching to see the proz
gram shape up. Most recent
indications are that it is the de<
sire of the government to bring as
many traders into the program as
possible.

This feeling has altered re=
cently because of the remarks of
ECA spokesman who reiterate
that private exporters will benefit.

It is’ generally felt that the
pregram will ‘have secondary
repercussions whjch will manifest
themselves in private ‘export.
Funds which today are  being
closely held for bare necessities

February with $270 million, The
monthly average for 1947 was
$321 million,

Exports to Europe which regis-
tered. $565 million in May and
$470 million in July, slumped to
$403 million by December, but
have 'held ‘steadily around that
figure with $401 million in Jan-
uary and $399 million in February;
a -completely different pattern
than the Latin American.

The United Kingdom showed
the sharpest decline in Europe,
having received $94 million in
May: and $58 million in Decem-
ber; but following the trend. of
the rest of Europe picked up to
$72 million in January  and $61
million in February, Italy de-
clined from $48 million in May to
$27 million in July, but started on
the upward march to $33 million
in December, $35 million in Jan-
uary and $40 million in February.
France imported $70 million worth
from us in. January over $59 mil-
lion in December, but slumped to
$57 million in February.

Such countries as the Union of
South Africa, which averaged a
monthly value of $34 million im-
ported from the U. S. in 1947, did
$33 million in January and $36
million in February. There has
also been a great stimulus in U. S,
exports to Japan, valued at $30
million in January and $37 mil-
lion in February, as against a
monthly average of $5 million in

-1947, “Business with the Philip-

pines has been generally goad,
with $42 million in January and
$43 million. in February, as op-
posed to a 1947 average of $36
million per' month, China has
fallen off its 1947 average.

What are the prospe’cts for the
private trader in view of the re-
ecent trend? . In- the light of de-

.clining - dollar balances and- de-

pleted ‘gold °reserves and  the

tendeney - of ' South American’

eottriés to carefully ‘guard what

'th'e”yL‘ Have on hand, the day of the

by foreign currency controls will
be spread int6 other commodity
channels, Imports, based upon
the increased productivity of fac«
tories in other nations and spurred
on by shortages in domestic lines
which - may result, will continue
on the upward grade and make
additional dollars available. Then
again, a goodly -portion of the
funds are expected to be spent
on purchases in South American
countries such as Brazil and Ar-
gentine, increasing further those
countries’  dollar holdings and
encouraging renewed buying from
private sources here in the United
States,

There is a feeling of confidence
among most export merchants to-
day that ERP will generally have
a favorable effect on their trade,
and some say they have already
felt it.  Increased orders: have
been received for shipment later
in the year and subject to release
of credits.  Others have a feeling
of optimism based on the psycho~
logical impression ERP has made
on . their ‘customers, - Altogether,
there is an attitude of watchful
waiting with a faith in the re-.
newed vigor of the American
export market. ’

The published statistics for
March have shown surprising in-
crease in shipments of certain
commodities since there was a
determined effort on the part of
the government to funnel as much
relief as possible into Italy be-
fore the glections, ERP seems to
be moving along even before the
administralive set-up "is eom-
pleted and the cumulative bené-
fit may be experienced before

anticipated. 5.

appear to be over, unléss imports .
into. the United States:take a tre~. -

pitized for FRASER
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Appraises Proposals for. Amending
“Waiting Period” Reslrictions

(Continued from page 19)

of oral offers. Accordingly, we
agree¢. with the staff's 1947 re-
guirement that if a seller wishes
{0 communicate with a prospec-
tive purchaser in writing, the
writing must be either (i) an
identifying statement or (ii) any
other writing provided it is ac-
companied or was preceded by a
statutory prospectus (which could
omit price and related data if un-
known at the time). As stated
ig the staff’s memorandum, “The
Yidentifying statement’ would be
limited to content so that it would
serve not as a selling document
but purely as a screening device
to ascertain what persons were
sufficiently interested to warrant
delivery to them of the statutory
pospectus.” . s

(2) Sales: The prohibition of
the present Act against sales dur-
ing the waiting period should, of
course, be retained in the amend-
ed version of the Act.

B. After the Effective Date

(1) Offers: The procedure to
‘govern oral and written offers
after the effective date should,
we believe, be the same as that
which we have recommended
above . concerning  offers - during
the waiting period, and for essen-
tially the same reasons: it rep-
resents the. least possible inter-
ference “with normal . business
practices,” does not involve vir-
tually - insuperable enforcement
difficulties, and is supplemented
by the safeguards imposed on the
procedure for making sales in the
post-effective period,

_* (2) Sales: The recommended
abandonment of existing limita-
tions on offering activities dur-
jng the waiting period, and the
proposal to permit oral offers
after  effectiveness, underscore
the necessity of evolving an ap-
‘propriate procedure to govern
sales after the effective date.
That procedure ' should protect
public. investors through practic-
zble controls which will involve
a minimum of interference with
normal business practices. The
devices for achieving this objec-
tive that have - figured . most
prominently in the discussions
between the Commission and the
industry are (i) conferring upon
the purchaser a power not to con-,
tinue with the purchase in the
event a statutory prospectus had
not been delivered a stated period
before the sale took place' (here-
inafter sometimes referred to as
the “out clause”) and (ii) requir-
ing the seller to deliver a statu-
tory prospectus to the purchaser a
stated period—say 24 hours—be-
fore the sale takes place (herein-
-after sometimes referred to as
the “24-hour. requirement”)., En-
actment of either- of these pro-
posals would be a long stride to-
ward correction of existing abuses
and realization of the original ob-
jective of the Securities Act that
public . investors - should ' be en-
abled to reach informed judg-
ments concerning security offer-
ings. As between the two, how-
ever, the 24-hour requirement
embodies the . preferable  pro-
-cedure.. ) ',_. .

. ..Under the out clause procedure
advanced by the industry in 1941
and by the staff committee in
1947, an investor .who had “pur-
chased’ ’'a security before receiv-
ing a statutory prospectus could,
within a stated period after being
furnished a prospectus, notify the
“seller of his election not to con-
tinue - with the .purchase. It
might be interesting, but not par-
ticularly relevant or helpful, to
speculate whether delivery of a

. prospectus- and the purchaser’s
< failure to' notify of his election
-not to proceed with the purchase

‘.. is a “condition precedent” to the
. existence ;of a legal “sale,” or

. Whether non-delivery-of the pros- |

ed for FRASER
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pectus (or delivery and notifica-
tion of an election not to pro-
ceed) is a “condition subsequent”
to the “sale” For purposes of
appraising the out clause, analy~
sis of the legal relations existing
between purchaser  and seller
must give way to the average
purchaser’s reaction; and it seems
clear that under either the indus-
try's or the staff’s version of
the out clause, the average pur-
chaser’s reaction would be, “Yes,
I have made a deal with the sell-
er. I have bought the security.
But I can get out, if within a
certain period after I receive the
prospectus, I notify the seller that
[ want to call the deal off.”

If, as we are fimly convinced,
investors would react in this man-
ner, the out clause is fatally de-
fective in that it would permit
securities salesmen to induce in-
vestors to purchase on the basis
of inadequate information orally
conveyed. “After the investor had
made up his mind to buy, he
would. then be given information
on the basis of which he could
make up -his mind to cancel his
commitment. As SEC  Commis-
sioner Ganson Purcell stated be-
fore the ‘House Committee ' in
1941: “There is a fundamental dif-
ference between forming a judg-
ment on the basis of complete
information = and upsetting - a
judgment once formed. The sug-
gestion is to let the investor com-
mit himself and then get out of
his commitment, if time and cir-
cumstances permit, when that
commitment has been based in the
first instance on admittedly in-
complete information, .., As a
matter of fact, I suppose it is an
attribute common to man that
once one has made up his mind
on. a matter he takes a certain
pride in his decision and hegitates
to reverse himself. There would
indeed be an‘inertia: on the part
of an investor who had decided he
wanted to buy a security which
would militate against his study-
ing the matter further after he
had given his word to buy.”

A related weakness of the out
clause procedure arises from the
requirement that in order to take
advantage of the out clause the
purchaser  must give notice, Al-
though the purchaser’s inaction
might be due to other reasons—
e.g, lack of time to examine the
prospectus because of pressure of
other business, or failure to re-
ceive the prospectus because of
absence from home or office—he
would nevertheless be committed
to purchase if he failed to act
within the -specified time, which
in the case of the industry’s 1941
proposal might be a.very short
period. If it is desired that pur-
chasers reach informed judgments
concerning securities, a procedure
permitting, perhaps encouraging,
inaction seems an inappropriate
means for realizing theé objective.

An additional defect in  the
out. clause procedure is the
danger that a purchaser who
elects not to proceed with the
purchase will . be . branded a
“welsher” and blacklisted  from
participating in future offerings.
It is, of course, hazardous to pre-
dict the action of the industry or

of a substantial percentage of|

the members of the industry in
the event purchasers did  utilize
the out clause. But it seems
highly probable that the pur-
chaser who  took advantage of
the.out clause would find that he
was not invited to participate ‘in
future - desirable offerings. This,
at least, was the opinion of the
Commission in 1941. In any
event, it-cannot be doubted that
apprehension that he ,would be
branded a:welsher and therefore

excluded from  future cdesirable
offerings,- would. deter' many in-

'ers and the public. Dealers in turn

vestors from taking advantage of
the out clause,

The foregoing observations ap-
ply equally to the industry’s 1941
and the staff's 1947 versions of
the out clause. The industry’s
version is defective for still an-
other reason: under the industry’s
out clause procedure purchasers
who had acquired securities after
the first seven days of the offer-
ing would not be covered by the
out clause. Successful issues are
often marketed within a very few
days. Distributions  extending
beyond a week would surely call
for increased sales effort. Pre-
cisely at that point purchasers
should be afforded the maximum
protection. Yet, it would be pre-
cisely at that point that the in-
dustry would withdraw the pro-
tection of the out clause.

It is for these reasons that we
are convinced 'of the inade-
quacy -of any. ‘amendment pro-
gram based on an .out clause pro-
cedure. Fortunately, the 24-hour
requirement offers greater prom-
ise' of providing reasonable in-
vestor protection without impos-
ing undue burdens on the process
of distributing new  issues of
securities, "

Under the 24-hour requirement
procedure it would be unlawful to
sell the security unless the pur-
chaser had been furnished a
statutory prospectus at least 24
hours before the sale. In broad
outline the proposal  would op-
erate approximately as follows:
Immediately - after a registra-
tion statement -had ' been - filed
with the Commission, the under-
writers would - circulate ' copies
of  the identifying -  statement
among dealers and public invest-
ors. The underwriters also would
make extensive use of the tele-
phone to communicate with deal-

would distribute identifying state-
ments to their customers and dis-
cuss the offering with them ‘in
face-to-face and telephone con-
versations. The identifying staté-’
ments .and  oral ' communications,
would evoke expressions of in-
terest from investors and dealers,
thus enabling dealers and under-
writers to gauge the likely de-
mand for the issue. Underwriters
also would be able to reach a
general decision concerning the
dealers who would be available
for inclusion in the selling group.
Then, after the Commission’s staff
had examined. the registration
statement and had informed the
registrant concerning any defici-
encies in the statement, copies of
the prospectus (complete except
for unknown price and related
data) would be sent to interested
dealers, and by them to investors
who had expressed interest in the
security. Perhaps two or three days
before the effective date, price and
related data would be filed with
the Commission in the form of an
amendment to the . registration
statement. and also communicated
by the underwriters to the dealers
and by them to their. customers.
On ' the effective date, dealers
would effect telegraphic purchases
of their allotment from the under-
writers and ‘would  immediately
telephone or personally visit cus-
tomers who had “already received
the prospectus and the omitted
price data at least 24 hours before.
Sales could then be made, or if
the time schedule were such that’
the omitted price data could not
be furnished to dealers or invest-
ors at least 24 hours before effec-
tiveness, the proposal would per-
mit a sale to be made to any
‘purchaser who had received the
“priceless prospectus” at least 24
hours before,- provided that the
omitted data was furnished imme-
diately prior to the time of the
sale. The same general procedure
would be followed in the post-ef-
fective period except that then
the prospectus would contain the
price data, and therefore there
would -be no. omitted. informa-
tion to be.furnished immediately;
prior to the time of the sale, 1.y, 4

making the statutory prospectus
the main selling document, rather
than an “unselling” document as
under the out clause procedure,
provides adequate protection for
the public investor. It is difficult
to see how the requirement would
impose impracticable or undue
budens on the process of distri-
buting new issues of securities.
But in the 1941 hearings the in-
dustry advanced two principal ob-
jections to the 24-hour require-
ment, )

The industry first pointed out
that a somewhat inconvenient
situation would arise in the case
of an unsolicited offer to buy re-
ceived by a dealer after the effec-
tive date. In such a case, the
dealer could not conclude the
transaction but would have to fur-
nish the prospective purchaser
with a prospectus and advise him
to repeat his offer to buy after a
lapse of twenty-four hours. If the
buyer did, this or the dealer was
able to re-establish contact ‘with
him, then the sale could be made
if "the securities were still avail-
able. ;

There is implicit in this objec-
tion the idea that securities in a
great - measure - sell themselves.
But the industry’s efforts to secure
greater latitude in' the activily
permitted during the waiting pe-
riod indicates that this notion is in
large " measure contrary to the
facts.  In the relatively few in-
stances in which the prospective
purchaser would take the initia-
tive no great burden would be
imposed upon the dealer since it
is unlikely that the  purchaser
would be discouraged unless what
he: read in . the prospectus influ-
enced him to change his mind.
There is, of course, the possibility
that an individual investor might
find that all of the securities had
been sold when he renewed his
offer to buy. But the protection
afforded to investors as a. group
by the 24-hour requirement is
well worth the price of these few

‘individual ‘disappointments.

The industry’s second objection
was that even in the most care-
fully managed distributions “it is
improbable that . . . a sufficient
supply of prospectuses” would be
in the hands of all dealers in time
to enable them to get the prospec-
tuses to their customers twenty-
four hours in advance of the ef-
fective date, and that this in turn
would create a tendency to, dis~
pose of new securities, especially
those of high quality, only in large
financial centers where it would
be comparatively easy to dis-
tribute prospectuses during the
waiting period. However, we do
not believe that the evidence ad-
vanced by -the industry 'in the
1941 hearings demonstrates the
impossibility of making adequate
dissemination of prospectuses dur-
ing the waiting period.

Perhaps the underlying basis of
this - industry objection - is that
rather than being impossible to
circulate prospectuses adequately,
(i) it would increase costs and (ii)
might delay the distribution pro-
cedure to some extent. There was
considerable” testimony by indus-
try representatives in the 1941
hearings concerning the extent to
which distribution costs had been
increased by the existing statu-
tory requirements, and the tend-
ency of such increase to divert
desirable. offerings from public
to institutional purchasers. ‘The
Commission; on ‘the other hand,
took the position that any increase
in costs had been more than off-
set by reduction in underwriters’
fees brought about by the full
disclosure provisions of the Act;
the Commission attributed the
growth in institutional purchases
to other factors. As a whole,
therefore, the testimony on this
point of increased costs was in-
conclusive. Evidence of a much
more compelling character should
be adduced before it is concluded
that the 24-hour requirement
would entail such additional ‘costs
as-to: make it impracticable. The

. The 24-haurijrequirement, i;in;

*objection that the 24-hour pro-

posal would delay distribution
should not be given serious con-.
sideration unless it can be demon-
strated that the delay would reach
such proportions as:substantially
to burden the distribution process.
And, as previously stated, the -
24-hour requirement should not
have this effect. In our opinion
therefore, the - industry’s objec-
tions do not go to the heart of the
24-hour requirement,

- Although, for the reasons out-
lined above, the 24-hour require-
ment is to be preferred over the
out clause, adoption of either pro-
posal would be a significant ad-
vance. In either case, underwriters
and dealers would endeavor to
disseminate the “priceless pros-
pectus”. to investors during the
waiting period. They would then
be in a position to make the sale
on the day of, or shortly after,
effectiveness by supplying the
omitted price. data immediately
prior to the time of sale. To the
extent that sales were effected in
this manner, investors would be
furnished the necessary informa-
tion and the distribution period
would not be delayed. In the
ordinary case, then, of a distribu-
tion by an underwriting group
which had  secured the “issue
through individual negotiations
with the issuer, either proposal
would be practicable. But when
the issuer-underwriter arrange-
ments - result - from competitive
bidding for the issue, difficulties
would be  encountered under
either proposal. In this situation
the issuer files the registration
statement before bids are invited.
Various underwriter groups then
submit sealed bids, and the award
is made to the highest bidder.
During this: time, the - waiting
period is expiring. On the day
the successful bidder is selected,
or the day such selection, the reg-
istration statement usually be-
comes effective and the public
offering begins. It ‘would be un-
economic for each group of bid-
ding underwriters to distribute
identifying statements and “price-
less prospectuses”. to dealers and
for the dealers in turn to dis-
tribute those documents to their
customers: since only one group
of bidding underwriters will be
successful,” the -documents dis=
tributed by the unsuccessful bid-
ders - would ' largely be wasted.
Also, the exceedingly short period
between the date the successful
bidder is determined and the pub-
lic offering begins does not pro-
vide adequate time for distribu-
tion of identifying statements and
prospectuses. Therefore, in a com-
petitive bidding situation, under-
writers and dealers could not, as
a practical matter, disseminate
“priceless . prospectuses” . during
the waiting perid. Distribution of
the issue thus would.be delayed,
and . underwriters - and . dealers
would themselves be “on the
hook” for a longer period than
otherwise.

Reference- has  already  been
made to the fact that the Ameri-
can underwriting business . is
geared to speedy distribution, to
minimization of risk, to being “on
the hook” for no longer than is
absolutely necessary. The admin~
istration of the Securities Act has
neither sought nor achieved sub-
stantial reform of this phase of
the underwriting business, Under-
writers still make their final com-
mitments to issuers only a few
days before the security is offered
to the public. They still endeavor
to carry the risk for the least pos-
sible ' time. Accordingly, ' any
amendment su g gestion which
would increase the underwriters’
period of risk by as much as 24
hours—as would be the case under
either the 24-hour requirement or
the out clause proposal in a com=
petitive bidding situation — un-
doubtedly will be resisted by the
industry. .

Perhaps the short answer . to
'such an objection is that the pub-
lic interest in being informed out-
weighs underwriters’ private in-
 terest in minimizing risks. At the

other extreme, it might be urged
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that securities required to be sold
through the competitive bidding
procedure are of such a character
and subject to such supervision
by governmental agencies that
public investors being offered
those securities do not require the
protection of the 24-hour require~
ment or of the out clause. Or an
intermediate procedure might be
evolved. In any event, the. fact
that exception or modification
might be necessary in the case of
issues subject to competmve bid-

ding requirements does not, in our |

opinion, ‘detract from the essen-
tial soundness of the 24-hour re-
quirement,

Curb 5 & 20 Club Dinner

The New York Curb Exchange
members’ Five and Twenty Club
held a corned beef and cabbage
dinner at the Downtown Athletic
Club, Wednesday evening, May 12.

Mortxmer Landsberg, President
of the club, presided at the affair,

with Edward C. Werle, Chairman :

of the Curb Board of Governors,
Andrew . Baird, Vlce-Chalrrnan
and William A. Lockwood, Gen-
eral - Counsel of the Exchange,
present as guests of honor,. -

The committee' arranging ' the
. dinner was headed by Jack Fein-
stein' as Chairman and included
‘Charles Halden, Walter E. Kimm,
Henry L. Goldberg and James J.
Hopkms

Bauer Pleads Guilty; -

Sentenced
Kenneth L. Bauer,

of - East

Orange, N, J., according to the|:
Securities'and Exchange Commis- |’

sion and the Department of Jus-
tice, pleaded guilty to a 15-count

indictment charging violations of |

the anti-fraud section of the Se-
curities Act of 1933 in.connection
.with purchase and: sale of securi-
ties for and from customers.” Mr
Bauer was sentenced to imprison-
ment of one year and one day.

Would Raise SEC Pay

/* Last week Representative Fred
E. Busby (Republican), of Illinois,
introduced a bill to increase the
salaries of the members of the
"'Securities and Exchange Commis-
sion " from: $10,000 - to  $15,000  a
year, y

Busmess
- Man’s
Bookshelf

Governmental Costs and. Tax
Levels — Lewis H. Kimmel — The
Brookings Institution, Washington
6, D. C.—paper.

+ . ‘Hamilton " Manufacturing Com- |

pany — memorandum — John B.
Dunbar .& Co., 634 South. Sprmg
Street Los Angeles 14 “‘Calif,

.History “of 'the: Petroleum )Ad— f

ninistratiom for ~War, ~A.: (1941-
-~3945)-+Prepared under. the direc-
tion: and:.editorship - of: John-"W,

" Frey and H. Chandler Idé—Super-

* intendent ¢t Documents, ‘U. - S:
Government=Printing’ Office,
Washmgt(m 25,-D." C-—-cloth—-—$3

W t.]nternztimal Wheat Agreement,
- The— An Analysis and-.Com-|..

ment:+- -National : Grain..Trade
Council,, 607 Hibbs: Bu1ldmg,
Washmgton, D. C.—paper.

- Publie" Regulation in Actlon.
The Experience of a Michigan Gas
Company-+Floyd A. ‘Bond-—Bu-
reau of Government, University
of Michigan, Ann Arbor, Mich.—
paper—§1.35. ;

These: Rights Are OQurs to Keep
~—Jerome Ellison—Public' Affairs
Committee,, Inc., . 22 'East - 38th’
Stg{(e)et New York 16 N. Y-—paper
—ZUC 3

' ,week in March, reports’

The State of Trade and Industry

(Contmued from page 5)

increase of ‘39.329 cars, or 4.6%, above the preceding week. They also
represented an increase of 9,064 cars, or 1.0% above the correspond-
ing week in 1947, and an increase of 220,327 cars, or 32.8%, above
the same week in 1946 when coal loadings were reduced by labor
troubles.

The Association also noted, that rallroad coal loadings for the
week ended May 1 this year were the highest since February, 1930,
with the exception of the second week in December, 1946, | .

STEEL OPERATIONS SCHEDULED AT 3.6% ABOVE
LAST WEEK’S CAPACITY ‘

If the Federal Trade Commission wanted an unsystematic pricing
practice in the steel industry, it has it this week in the multiple
pricing “system.” Whether or not it will stand when demand drops
below supply remains to be seen, states “The Iron Age,” national
metalworking weekly, in its current review of the steel trade.

Most large steel firms have met the U. S. Steel Corp.’s price-
cutting move—on a total basis. But the cuts have not been the same
on all products. Some firms made no reductions on some items the
Corporation reduced, others slashed their prices by a lesser amount,
while one company made deeper cuts on a few 1tems the latter belng
an exception, according to the magazine.

The steel user will benefit in the long run lf the reductions
remain in effect, “The Iron Age” points out, but he will not
always be able to tell what his total steel costs will be ahead of
. time. It depends, the paper adds, on where he gets his steel. "~

On top of the new steel price picture is the railroad freight rate

increase ‘which might offset any advantage steel users may gain by
the reductions. There is a chance that the railroads will never get
the full benefit of the freight increase in:steel products, states this
trade authority, since trucking firms and barge lines are already pre-
paring 'to do a land office business on steel shipments when steel
firms and steel consumers study ways and means to 51detrack the
railroads on many shipments,
... Steel making costs are high and the Federal Trade Commission
is trying to force the industry on an f.0.b. mill basis even before the
present steel pricing case is settled. Because of this, there is little
chance that' steel firms will go far out of their way to sell steel—
at least under ‘present. market conditions. :

1 The: steel supply outlook is not a happy one for the consumer
this week. ‘Happy predictions. that- the industry will better last
year’s performance of 85,000,000 tons of ingots can not be made
this week.  They can not be made, if at all until the threat of
asgther coal strike in July has been estlmated the trade paper
adds. %

‘The" coal strike of ‘a‘'month ago cost the industry more' than
1,500,000 tons of ingots. "Another coal strike of similar ‘length*will
cost more than that. No steel ‘company has any coal fo' spare at the
moment—nor will they have by the end of' June, If the industry
gets by without another coal stoppage there'is a chance-that more
than 85,000,000 tons.of ‘steel will' be made this year but it xs a
shaky “1f » “The Tron Age” concludes,

The American Iron and Steel Institute announced on Mon-
day of this week the operating‘rate of steel companies having
94% of the steel-making capacity of the industry will be 94.3%
~of capacity for the week beginning May 10, 1948, an increase of
3.3 points, or 3.6%. This compares with 91.09 last week, A
month ago the indicated rate was 71.3%.

This week’s operating rate is equivalent to 1,699, ’700 tons of
steel ingots and castings as against 1,640,300 tons last week,
1,285,000 tons a month ago, 1,648,400 tons, or 94.29% of the old}ca-
pacity one year ago and 1,281,210 tons for the average week in
1940, the highest prewar year,

'ELECTRIC PRODUCTION SHOWS FURTHER SLIGHT RISE

The amount of electrical energy distributed by the electric light
and power industry for the week ended May’ 8, was 5,087,264,000
kwh., according to the Edison Electric Institute. Thxs was an increase
of 44 912,000 kwh, over the preceding week and was the highest pro-
duction since the week ended March 20, 1948. It also exceeded the
output for the corresponding week last year by 434,127,000 kwh., or
9.3%, and was the 18th consecutive week that productxon exceeded
the. 5,000,000,000 kwh, mark,” The peak was reached in the Jan. 24
1948 week when 5,436,430,000 kwh. were turned out.

AUTO OUTPUT ADVERSELY AFFECTED BY GENRAL MOTORS
AND CHRYSLER CAR ASSEMBLY CUTS
As a result ‘of ‘curtailed passénger car assemblies-by General
Motors and Chrysler, production of- cars.and trucks in the United

States and Canada dropped last week to an estimated 85,345 units.
from 102,967 (revised) units’ the previous week, according to “Ward’s,

Automotlve Reports.”
Output a year ago was 93 369 umts and in the lxke week of 1941
it 'was 132,380 units; -

. “This week’s" total is made up of 51 454 cars.. and 29146 trucks.

for the U. S.and 2,750 cars and 1,995 trucks for:Canada, - . |

BUSINESS FAILURES CONTINUE SLIGHT UPWARD TREND ;

{ . Again rising shghtly, commercial ‘and industrial failures in “the
week: endmg May-6-numbered 108, the highest level since the first
un & Bradstreet, Ine. This compared: with
106 in the precedmg week and 98 in the comparable week of 1947, "
While still about five times as heavy as in 1946. ‘casualties

-this week claimed only a third as many as in pre-war 1939 when :

.over 300 failed in the same week of that year., ::
The increase last. week ‘was concentrated: in :small faxlures W1th
liabilities under $5,000 which rose from 10 to 19.. Larger failures -in-
volving losses of $5,000 or more continued to predominate despite a

decline‘from 96 to 89; they: remained above the 81 reported in the»

corresponding week a'year ago..

FOOD PRICE INDEX RISES TO HIGHEST LEVEL
-IN THREE MONTHS
A general upward movement in food prices last week carried
the Dun & Bradstreet wholesale food price index 'for ‘May 4 to $6. 88.

-This represents a weekly gain of 12 cents, or.1.8%:over.the. previous

figure of $6.76, and it is the highest level for this index since Feb-
ruary 3 when it stood at $7.14. On the correspondlng date a year
ago it regxstered $6.00. - . ;

COMMODITY PRICE INDEX MAKES MILD ADVANCE FOR WEEM

Aiter holding steady during most of the week, the Dun & Brad-
street daily wholesale commodity price index moved irregularly to
close at 283.00 on May 4. This compared with 281.01 a week pre—
vious, and with 253.39 on the like date a year ago. .

Grain markets were generally firmer last week as the threat
of a railroad strike which would tend to restrict the movemen#
of cash grains to the markets aided in holding prices up. &

Early advances in wheat also reflected increases in parity price!
as-of April 15 and light country- offerings. In the closing sessioms
prlces were irregular and easier as'the result of forecasts for raim.'
in the southwestern Winter wheat areas. The government continued
to purchase wheat and flour in substantial amounts, Domestic floor
buying showed some improvement but purchases were mostly of
small lots. Corn showed conmderable sirength at times.with good
demand from the East a factor.

-Plowing for corn was active and new planting is expected
to become general by the end of this.week providing weather
conditions are favorable, :

Lard demand was only fair »thh prices .irregularly lower, ‘Lard
stocks increased substantially during April. Livestock markets were
featured by a further sharp decline in hog values. Steers were firmer
and lambs remained steady. Raw sugar prices fell 15 cents a hundred
pounds during the week but displayed a firmer tone at the close.

Domestic cotton markets were irregular wlth pnces moving
‘sharply lower at the close.

An upward trend in the fore part of the week reflected good milk
demand and the expectation of increased buying under the foreign aid:
program. However, continued delays in ECA buying resulted im
heavy selling and prices declined sharply. Other influences in the
downward movement were rumors of some cancellations of recenk
sales of cotton to China and reports. of good planting . conditions
throughout most of the belt. The mid-April parity price for cottom
issued by the Department of Agriculture on Friday of the previoums
week, showed a rise of .25 points over that for mid-March, At 30.88
cents a pound, it compared with 30.63 a month previous, and a revised
figure of 28.40 cents for. mid-April last year, Registrations undex
the sales for export program during the week ended April 30 fell
to 8,576 bales, compared with 43,500 the week before. This brought
net registrations for the season to date to 827,910 bales. )

Activity in cotton textiles was only fair last week as buyers
showed an increasing tendency to.seek undercuts in mill: prices.

Trading in the Boston raw wool market continued quiet mainky
due to a lack of offerings of fine and half-blood staple wools. Therz
was little interest shown in medium and lower grade wools, In the-
Western growing' States, reports indicated that the’finer wools werg-
being purchased as rapldly as shorn. Foreign wool markets continued
strong w1th active bidding reported from United States buyers.

RETAIL AND WHOLESALE TRADE MODERATELY ABOVE
PREVIOUS WEEK AND LIKE PERIOD OF 1947 -

Generally milder 'weather in most sections of the country helped
boost retail trade during the past week. Total retail dollar volume
for the period, ended on Wednesday of last week was moderately
above that of the previous week with over-all retail activity slightly
above that of the: correspondmg period in 1947, states Dun & Brad-
street; Inc., in"its review of trade for the past week :

Consumers. tended to be selective in their buying, and attentmn
was directed toward medium-priced articles in almost all lines. Clear-
ances and promotions were' n not as numerous as in recent weeks.

Showings of Spring and Summer apparel attracted many shop-—
pers. Women’s linen. dresses, sun-back frocks blouses and hngeriez~
were well accepted. . :

The demand for men’s suits rose considerably from the level
of the previous week and in most areas was reported to be well
above that of a year ago. Y

Lightweight suits of gabardine and tropical worsted were “most
frequently requested. Men’s sport jackets slacks and Summer hats
received considerable attention,

Retail food volume continued at the high level of the prevxons
week. The demand for fresh fruits and vegetables, which' were im

supplies were also adequate in most areas: despite the continuance
of the partial walkout in the meat packing industry. Poultry and

dairy products, too, sold well.
Spring items such-as garden tools lawn and flower seeds ‘and

-/ lawn: furniture were frequently requested The demand.for paints

and hardware increased perceptibly. Retail sales of automobile acces~—

sorxes were up slightly with garages and service stations _reporting’

increases in the sale of oils, grease and fuel. Slip covers, drapes,
and ‘curtains moved well and most maJor household appliances con-—‘

‘tinued to be in heavy demand. o

! ' Retail volume for the country in the period ended on Wed'

. nesday of last week was estimated to be from 7 to 119, above that
‘of a year ago.. Regional estimates exceeded those-of a’year ago . .
by the following percentages: New England and the Middle Wes$
"6 to 10, South 7 to 11, East-and Southwest 8 to 12, Northwest 91
. to 13 and Pacific Coast 5109, . Volaltorall e $tg el

New- order: volume . last. week . increased shghtly and was mode-. :
rately above that ‘'of a year ago. Many buyers continued -to ‘avoiét -
commitments for long-term deliveries; and numerous orders for' Sum—-
mer merchandise were placed. P -

: While collections remained slightly slower than durlng 1947,
.they were considerably more prompt than in many pre-war years. °
+* Department store sales on a countrywide basis, as taken from:

the Federal Reserve Board’s index for the week ended May 1, 1948,

increased by 8% from the like period ‘of last year. This comparccl

with an increase of 11%. in the preceding week, For the four weeks
ended May 1, 1948, sales increased by 10% and for the year to date

by 6%.

Here in New York retail trade suffered from the inclement
weather the past week and percentage-wise, reflected a reduction
in the gain over the like period of 1947.

+ ‘i According ‘to the: Federal Reserve: ‘Board’s 1ndex, department

store sales in New York City for the, weekly period to May 1,'1948, .

increased 8% above ‘the same period | last year,. This compared w1t%.

ani ihcrease of 10%" in the préceding week For the four weeks'ende!

May} 1, 1948, sales increased by, 8%,. and for mgxear 10. date by -5%-.

plentiful supply, showed a moderate increase for the week. Meak: -
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Toward a Stable Economy

(Continued from page 13) -
the state becomes the dominant
employer the “right to squawk” is
enaangered. Hence, wnile I do
not believe that private employ-~
ment always guarantees personal
freedom, I would not regard a
community in which the. state is
the principal employer as provid-
ing “satisfactory employment.”

Neither do I regard 'the state
~of employment in the United
States right now as satisfactory,
even though we have very high
employment. Far too many people
with fixed incomes (including

me) are getting squeezed. Also I
do not like to see so many people
and organizations receiving re-
wards (on the high side) all out
of proportion to their perform-
ance. I have in mind salesmen
who continue to get paid though
they make little or no sales effort.:
I also have in mind farmers who
have watched the money roll in in
fabulous waves, Mindful of-the
many years when it did not, that
has not bothered me so much. In
a somewhat different dimension I
have in mind labor leaders who,
perceiving the terrible hunger for
goods, made me and my fellow
citizens jump through the hoop
and back again.

“Inflation-Falls”
. As is usually the case with the
most important and interesting
statistics, no figures are available
on the share of the national in-
come which in these ways is now
going to individuals and institu-
tions in the form of windfalls, or
what might be termed “inflation
falls.” In the aggregate they may
currently constitute as much as
$12 to $15 billions annually, In the
recent past they have been run-
ning at a higher rate. .

An economy that is producing a
crop of windfalls in anything like
this volume obviously isn’t work+
ing too.well. If I'were God, of
economic affairs, one of the first
things-I would do would be - to
arrange a sharp, brief shakeout
which. would reduce, the cr:)g}:t

windfalls to reaspnable prdpora

tions and put our very large ¢6m-=

. Plement . of freeriders back - to

work. However, no one has pro-

posed me for that post, and I am
really not a candidate.

Not being in a position to be"

a perfectionist, I would be quite

satisfied if, within limits of 10%

. up or down. (now it could. only

quate, the capital goods industries
will almost inevitaply thrive,
_The fact”is, however, at any
given point in time the problems
and processes involved in main-
taining an adequate flow of con-
sumer purchasing power and that
of maintaining adequate power to
purchase new plant and equip-

| ment may be and usually are quite

different. At a given moment,
consumers may be thriving in
terms of their ability-to purchase,
and capital goods industries may
be starving, or at any rate starting
to starve,  They will not have
starved very ' long before their
troubles will be communicated to
the economy as a whole, and the
trouble will be general, Likewise,

| a sustained deficiency of con-

sumer purchasing power will cut
down the capital goods industries
before long.

Hence, if employment is to be
kept relatively stable a healthy
flow of power to purchase both
consumer-and capital goods must
be maintained. This conclusion is
so obvious that I might blush to
mention it but for the fact that it
is so frequently overlooked.

In our economic and statistical
operations -at McGraw-Hill - we
have been trying to work out
measures - which - would ' disclose
currently the state of both con-
sumer and capital goods purchas-
ing power, If we could do this

satisfactorily I am convinced that|.

we would know a great deal more
than is now known about where
the economy is bound and what
might be done to keep it on a rel-
atively even keel.

It is my impression that in plot-
ting the course of expenditures
for new plant and equipment we
have made a good start and will
be able to do an increasingly ef-
fective job.. Our survey of “Cap-
ital Expansion for 1948 and ’49”
summarizes what we have done,

1 have copies with me which I am

offering as a free premium with
this talk, We are trying to sup-
plement, not cempete with, the
fine work being:done by the De-
nartment of Commerce in this
field, :

In_dealing with consumer pur-
chasing pawer, ‘we have charted
its course in the best way we
know how. By inviting technical
criticisms . of our labors we have
started a-statisticians’ and econo-
mists” field day. :

We have been clubbed with the

be down), we could stabilize the -0ld and rather musty wheeze that
present volume of - employment,! We are simply chasing ourselves
with all its imperfections, “To do around in a circle because what

7 that:

that, I take it, it would be neces-|
sary to have things so arranged

[~ Firét: Consumers would have
enough purchasing power to take
off the products offered to them
in the requisite volume to sustain
employment, and the will to ex-
vend this purchasing power,

Second; Proprietors would have
the requisite funds to keey the
capital goods industries fully oc-
cuplied and a disposition to spend

these funds. i

Emphasis on . Consumer
Purchasing Power

I think it correct to say that in
recent years the preponderance of
economie . thought, or perhaps I
should - say political - economic
thought, has been focused on the |
problem of maintaining adequate
consumer purchasing ‘power, as
opposed to the problem of main-
taining purchasing power for new
plant and equipment.
.- This is understandable enough,
particularly . against the back=
ground of mass unemployment of
the thirties. Also, there are many
more consumers than business
proprietors, The political nour-
ishment in concern about con-
sumer . purchasing power is en-
hanced accordingly. In addition,
there is some economic plausibil=
ity in the proposition that if con-
sumer purchasing ‘pol}'lfgp is ‘ade='

l

is produced is itself the true meas-
ure of consumer purchasing
power. We have also received a
great deal of keen and' helpful
criticism of our efforts which we
published in “Business Week” for
Jan, 31 of this year. We shall
bring-our calculations up to date
shortly. In doing so, I am not be-
ing put off by those  statistical
owls who warn that we can never
hope to do a perfect job, My view
is that where there' is nothing,
something . a  little better than
nothing may not be so bad..

Trouble in Capital Goods
,‘U_ntil‘ recently perhaps my most
vivid = impression - was that - we
would run into serious trouble in
sustaining employment in the cap-
ital goods industries - before we
ran into trouble in sustaining ade-
quate consumer purchasing power.
This impression was based largely
on three things: % '

F_irst:‘ Our capital goods survey.
which indicated that the tremen-
dous postwar expansion plans: of
American industry—an expansion
involving expenditures of about
$76.2 billion—would be 85%. com-
pleted by the end of this year.

. Second: The clear prospect that
increasingly intense competition
would, in many cases, make the
present high profits of industry a
thing of happy memory, Our in-
quiries havye indicated that manu-

facturinig | companies. would get

Loy, Fh Y

about 84% of the money they are
using for capital expansion this
year from internal sources, :
Third: A soggy and apathetic
investment market, which must
be relied upon increasingly for
funds for capital expansion as the
postwar bonanza petered out.

Trouble Ahead

These three .things seemed to
me to add up rather definitely
to trouble -ahead for the capital
goods industries and hence for all
O.f us.

since then the Federal tax cut
has helped to perk up the stock
markets a bit, My expectation is
that it will go further along that
line, The expectation is based
upon a eonsiderable amount of in-
quiry we have made about what

eople; in the upper brackets in-
end to do with their tax savings.
They tell us they intend to invest
them in large part in common
stocks, If,'as our inquiries indi-
cate they might, they also shift
their bond holdings to stock hold-
ings in considerable ‘volume, the
investment markets can get a lot
more spritely, - If they do, the
possibility - of sustaining employ-
ment in the capital goods: indus-
tries, and hence in the.economy
as a whole, will be much im-
proved, - The prospective decline
in profits can be offset by funds
from the security markets, -
Some of ‘you may- object that
we have been spending too much
for capital 'expansion;  that it
should be slowed down. I per-
sonally -think it would have been
wiser to defer some of thecapita)
expenditures - which ' have . beer
made. That would have relieved
some of the inflationary: pressure
which has :afflicted us. It also
would have given us-a heavier
anchor to windward in a storm.
Consequently, I am sure .that-in
its own interest as well as.that
of the nation, the business: com-
munity should do a far better job
than ever has been‘dane. in iron-
ing out the' flow of capital. ex-
penditures,  Howeyer, until very
recently, . our, = problem: was  not
only that-of -an uneven:flow of
capital funds; it was also_that of
a prospect of an acute shortage.. .

In the sort of cuts to be made;
the tax bill was, as usual, some-
thing of a compromise betweer
two extreme positions. - At -one
extreme were those: who thought
that.if any reduction was made it
should go exclusively to those at
the bottom of the taxpaying heap.
(I 'am not concerned ‘right here
with that considerable.’ company
who thought .any tax: reductior
would be dangerously inflation-
ary.) At the other extreme werc
those who thought the cut should
be concentrated ‘in‘ the wupper
brackets for the sake of -provid-
ing some private investment
funds. as well as.providing greater
incentive to acquire them,

On the question of incentives I

have . no' very ' firm . convictions
I suspect that 3 way to get some
people to work harder is to keer
raising the tax take, while others
may get discouraged and.go fish-
ing, I find it as hard to general-
ize here as I do about what makes
people happy and contented. ' The
Kinsey :Report hasn’t simplifiec
that problem for me.

Benefits of Tax Cut

I submit, however, that the tax
cut which was made in the uppe:
brackets was- essential to the ere-
ation of a reasonably good pros-

ect of maintaining a satisfactory
evel of employment in the capita}
goods. industries and hence in the
economy: as a whole. . I further
submit that if we are going to
make this capitalistic system work
we must make it possible for indi-
viduals to' acquire a lot more
capital than. they have been able
to acquire in recent years, along
with a disposition to devote it tc
risky enterprises. Something of
the same effect can perhaps be

secured in part by making it eas-~
ier for institutions which -collect
and disperse the savings of small
investors to invest in commorn
stocks, However, as I see it, the
essence of capitalism will still be
lodged in the possibility of hav-
ing enough individuals able to ac-
quire enough money and able to
hold on to enough of it so that
they can afford to lose most of it
on risky ventures. To the stability
of such a systém it is equally im-
portant, of course, to see to it that
there is an impressively good op-
portunity for newcomers to get
into this group by hard and com-
petent work.

+ . Government Investment As
Substitute

Of course, if things are not sc
arranged I do not expect the
world to come to an end imme-
diately. I anticipate that there
will merely be more governmeni
investment in default of adequate
private investment, with the
process accelerated by depression.
That, however, has as its end the
dominrance of the government as
proprietor. As I stated at the out-
set, I regard even full employ-
ment on that basis as unsatisfac-
tory. :

Perhaps my concentration or
only a few phases of the almos
cosmic array of problems before
us will give you the feeling that
I am ducking some of the mair
issues.. So let me make a few
haymaking - generalizations abou:
them as a Lbasis for discussion.

Conclusions bk

Profits—They are too high in |i

some cases and too low in-others
and a large. part of the complain:
about - high profits is -misdirected
to. industries where - they are low
Steel is-a case in point. Barring
war- and ‘a new flood" of ‘prepara-
tions--for ‘war, ‘competition :will

soon ' take care of “most of “the

problem of excessive profits,  In-
telligent - anti-trust ‘law -enforce-

ment would -take care of much o |

the-rest.. - - ;

- Wages»In the -nature -of ‘the
icase, which includes a deplorable
state .of labor productivity: (for
which- ‘labor  is only :partly- to
blame); a third round of wage in-
creases would: (perhaps-I-should
say:will): mean another round of
industrial “price: increases or un-
employment, - Gy oy

. That . wouldn’t . -help: anyone
Better productivity—a great dea’
better * productivity—is -a . pre
requisite of - desirable | wage . in=
creases. - How to get higher labo:
productivity in a full-employment!
economy which still has the obso-
lete institutional arrangements. of
an-. under-employment -economy

.(union opposition " ta .incentiv¢

wage systems, for example): is
one of the $64. or now it probahlv
should be $2.064 questions, ‘In the
meantime, ‘there is reason to ex’
vect . that the cost  of  living
squeeze. vparticyiarly in. the foo~
line, will be eased. .

Prices—Many of them are too
high, particularly those of some
key cost of .living - items.
are torturing a lot of people witk
fixed inco&nes. But they do nof
seem too high with reference tc
the total amount of money- avail-
able to pay -them: In any event
they - are not going down mucl
soon.  Food prices should go dowr
some and clothing prices may, bui
industrial - prices won’t, and if
wage costs. go up, many ' indus-
trial prices will rise, too,  There
is nothing in the price outlook
however, that is'a fatal bar -tr
maintaining “satisfactory employ-
ment” if, as always seems rather
unlikely, we use our heads well.

Now to return to my main line¢
of discussion—if, as you well may.
you think I have indulged in some
factually fragile observations, T
hope you wont merely b
prompted to try to match me ir
that line. I hope that you will
throw your energies and influencc
on the side of enlarging the range
of fact.

Even if -we had all the facts,
thére would, of course, still be

They ||

conflicts of interest to settle. But
we. wouldn’t be . in.the miserable
buape We are 1n in dealing with
the central domestic issue of our’
time, and, no doubt, that of our-
grandchildren—the proper distri~.
bution of the national income. .
The Council of Economic Ad-
visers is doing useful work in-
providing better information. So:
is the Federal Reserve Board with:
its surveys of liquid assets. More’
power to toem! But the fact re-:
mains that as we meet here, we:
don’t know with any degree of.
precision how the nat.onal income:
is being divided.  We don’t know:
who is getting paid how, much for:
doing (or not doing) what. -Sa
we _operate’ much in the dark in;
trying “to discuss fully the essen-
tials for a balance between wages,
prices and profits that will man-
tain satisfactory employment.” :
As I have intimated, this situ-
ation is not without some advan-
tage to one on the spot I occupy,
at’ the moment. It provides -a,
broad license for loose generaliza~
tion, I would really be much,
happier, however, if ‘the license:
were - revoked, by authority - of'
more . facts, That is a job: on’
which you statisticians must play,
a leading part. I hope that I have:
tempted- you -to play it a little
more strenuously, : -

-

:Nalvional‘-ﬁypsum‘ .

The National Gypsum' Co. ' is)
offering to. common, ‘stockholders’
of record May 10 the right to’sub-
scribe-at $13.50 a share to 422,467
additional common shares, in ratig:
of one: new share for each four
owned. Rights will expire on'May’
24. 'W. E. Hutton & Co, and Blyth -
& Co.; Inc.; head a’' group ‘which.
will underwrite’ the ‘offering. = - *

money- to: incregse: working. capi- -

tal to' meéet the requirements of .
an increasing volume ‘of business. .. .

The company, a leading unit in
the. building. materials. industry,’ -
had '$15,388,013. net . sales in the;
first- quarter, compared ‘with $11,~'
619,895 'a: vear ago. -Net income
was '$1,521.933, equal. after: pre--
ferred. dividends ‘to 84 cents a:
common _ share, compared ~with,
$1,314,617 and .72 cents a share a,
year:aga. s nali ey

First Boston Gorp.,
Harris Hall Group
Offers Utility Stock

A nation-wide underwriting*
group headed jointly by The First’
Boston: Corp.' and -Harris, Hall &
Co. (Ine.) publicly offered Muy 12.
800,600 shares of preference stock, "
4.56% convertible series, $25 par
value, of Southern California Edi=
son Co. ) ; - g
The stock is priced at $26.25 a:
share,” "to~ yield ' approximately-
4.34%. It is convertible into com-
mon. stock at $28.50+4  per share,
taking the preference stock at.
$26.25. The. conversion: rate is:
subject to adjustment. under cer=.
tain conditions. HEEHE o b

The net proceeds will be-used,
to reimburse the company for-cer«-
tain expenditures heretofore made
for- the acquisition of “'property
and for _construction,  extension,’
improvement: of company’s facil-:
itien, 4 A

Gross additions to plant for.the
calendar years 1948 and 1949 are
esunated at approximately $115,-
000,000. ' 5 : )

Randall With
Harris, Upham

tsnenaio]l to THE IINANCIAL CHRONICLE) |

CHARLOTTE, N. C.—Ralph E.
Randall has ‘become affiliated.
with Harris, Upham & Co., Johns-,
ton “Building. - He was formerly
with Thomson & McKinnon,

National .Gypsum' will use the’ .-
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W h‘af

in costs and prices are to be found

Kind of Money?

(Continued from page 4)

from inflation  that could bring

-, principally in these figures of the 'upon us financial chaos.

money supply. This maladjusted
cost-price boom is the result .of
a.scarcity -of goods caused by war
destruction,. and an inflated sup-
ply of paper money. But in-spite
of the increase in the total pro-
duction—more than 100% . above
prewar production, and prices on
the average 100% -above prewar
prices—there is still a vast unused
supply of money ‘power available
to push. costs and prices very
much higher. )

Time and again I have pointed
out that we cannot have prewar
prices with postwar dollars.. Our
dollars of today aré just not worth
as much as they were before the
war ‘and before the New Deal.
Are we going te get back to those
good old '‘days: when you. bought
a- glass of ‘beer for.5 or 10 cents
and got a free lunch thrown in;
or when you got a first-class steak
dinner for-a dollar? ‘We are cer-
-tainly. not going' to get: back . to
those halcyon ‘days again during
your time and mine. = 7
- Bome people will tell you—who
know just how to fix things, ac-

~.cording to:them—that we can tax

tf;‘e money: purchasing’ power, out
of -existence;- or that we' can.de-
flate. in. the same way. that we in-,
flated the--money. purchasing
power,’ .This 'is sheer . nonsense;
This multiplication.of money. pur-
chasing power in the form .of cur-
réncy : in circulation . and’ . bank
deposits réady: for:quick spending
in the ‘accounts of individuals has
now - become . ‘entwined . with our

- daily - prices,  costs, ‘wages, ‘and

taxes. As I mentioned before, this
inflated money. purchasing. power
i$ ‘the  principal  force ‘causing
these ‘high' prices; costs and taxes.

And government’s tax take ‘today |§

“is. more ‘than the whole national
income in*1933, This inflation has
rnow’ becdme ‘ingrown. into our
very fiber. 'To try.to remove it
by some 'crude; over-simple ‘eco-
nomic : surgical 'operation would
" bring- on;an" ecenomic’ collapse
and ' chaog” in“ industry, 'finance, |
"and ‘government monetary: poli-
. cies, It ‘'will ‘take a Jong time. 'to
undo what has already been done
to- inflate. our. costs and prices,
But'we should take warning right
riow, stop- here, and prevent any
“further inflation. & "« : e
“ Rearmament . .\ Withont. .Inflation
.~ And- Without Dictatorship.
* If ‘We’aré ‘to rearm and. be pre-
pared for: World War III, if and
~when’ it’ ¢omies, - we: need man-
power,"” raw ‘materials,” increased

.- Preduction—to: supply’ our. d6wn
- domesticneeds, the needs of our

- dllies; and the armament program,

ReTS

: preparation.for war-and the pros-

*This is“a’challengé to all of us]
--to return 'to- work”and cooperate

as ‘we . did to’win’ the:1ast’ war.|’
-+ In’-my “opinion;. the unnecessary

isflation and spending spree were
handicaps:in. :the: progress- of’ the.
;last 'war, -:Did ' we-hot leaimn, that

« ecuting of’ avwar-take ‘work, ma=-’
+. terials, and coopérative efforts ‘to
- get:the-job done; and:done wel?’

+“The printing of paper money dis+

.~torts costs:and prices and disturbs:

:the.orderly ‘operations of produc-
--tion.during-war as well -as- during

peace. « :Paper. money iis neither
wealth: or-war .materials . for. a
. nation; -we' .now. have ' too. much
paper money. The way to prepare
for. the next .war is to. return to
‘work—full-time work, with effi-
.tient. management and effort. It

" will take the cooperation of every

one to hold down prices and costs
—produce- the needed: peacetime
gupplies .and ' at thé same .time
develop -our. needed military- pre-
paredness program.. It is just as
essential that we keep economi-
cally strong. as it .is- that we be
able to carry out our military ob-
jectives. - In fact, I .doubt if any
other force will so quickly under-
mine our military strength as the

i I do not believe price fixing,
regimentation, -and .. government
controls will result in the effi-
ciency necessary to carry out con-
currently a military preparedness
program and ‘meet  our large
peacetime needs for- production,
and our foreign commitments. 1
do believe this’ program can . be
carried out best under free¢ mar-
kets if we will cooperate and hola
down prices and costs. Let us be
thrifty, and apply the lessons we
have learned, that materials anc

work, together with the maximunr. |

of efticient effort; will provide u:
with -the products we need, and

ieave us -free to live our. own

democratic lives. If our business-
men, bankers, labor organizations,
and the government are not will-

ing ‘ to.-cooperate to accomplish|:
these patrietic_ends for the good|:

of our own country and to prove
the merits of our own democratic
way of life, then we are headed

for -a ‘bad-end.. I for one refuse];
to. believe that. With a ‘unified |

purpose,: -and leadership, - the
American people will rise to the
oceasion. and double our ‘présent
production if.necessary. L
{The Necessity of Free Markets
+ “Surely, then, we ‘can also face
the realties of prices, and 1-know

of ‘no better ‘place -to. beégin ex-’

loring these-realitiés-and facing
hem -than' in - Chicage; : because
here, I again'repeat, you have the
practical. examplein’ the ‘wheat
pit, the meat markets, in the great
merehandising stores, an_d in -the
mail-order houses; great practical
{aboratories ‘where theré are as-
sembled: the practical- experts: on
price; the -experts on the law of
supply and demand and the fluc-
uations in- price that arise from
fluctuating values in the currency
and . the -entire. ‘medium . of . ex-
change. . :
I If we are
down and -do anything: about in-
flation; it is high* time" for :our
government- officials, our .econo-
amists, our businessmen, financiers,
lindystrialists,.. farmers and pub-
licists. to “study; the..price ‘system.
They - will - then realize -what -®
‘tremendous . contribution "a. free
price system and free markets can
make to the success of an ecoh-
‘omi¢ scheme. ~If we are to con-
tihue - with ‘our American .capi-

| talistic scheme of things, we have

igot " to . inform “oursélyes . better
about. the. factors in: price; and
what’ causes “price fluctuations.

.. Or,*to put’it another way: ‘We
‘have .got to abandon statism-and
ithe i presumption: -that fixed - or

pegged prices-make any kind of|

‘a” contribution . to’ the -economic
ischeme, .~ - ‘ A
Likewise, .we must: shun ‘short=
‘termrireadjustments in' our econ-

‘omy, whichserve only to ‘render

‘our: courge.erratic.. The basic prins
iciples- of < freedom,; - rather -than
'some"- temporary -and- arbitrary
‘control; . should - govern -our eco-
nomic:-as. ' well' -as . our.: political

thinking. ' Freedom.' of 'worship;

freedom of -speech, freedom:to
come and go as we please—by all
‘means; - But.also freedom te grow
iwhat we., will,” manufacture :‘what
'we--will, .trade -as- we “please—
these,. too,: are- vital-te our ma-

tional "~health: - -Free.' markets, |

where: gold -is “simply another
commodity to be bought and sold,
can.do meore: to stabilize our econ-
omy: and halt inflation than all
the- bureaucratic meddling-in the
world!. That freedom is part of
our heritage—let us claim it be-
fore we forget what we have lost.

During the past 20 years, the
various governments throughout
the world, including our own, have
broken all the rules of the game
for the use of paper money and
gold as media of exchange. We
find ourselves, therefore, here and
throughout the international field,
without these useful instruments

economic disturbances resulting

gitized for FRASER
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with which to reconstruct the

really going to seftle]

production and distribution of the
world. There is no use talking
seriously about economic recovery
and halting .inflation unless we
are feady to step up to a return
of honest money. Honest money
means that we must abahdon the
Keynesian theories, the so-called
managed currencies, and pegged
and dishonest rates for the inter-
national exchange of currencies
and gold. §

-We must set up free markets
for the conversion of any coun-
try’s paper money into the paper
money of any -other country ai
exchange rates arrived at in open
auction markets. Further, as the
bpening step in the process of
stabilizing paper money in terms
of gold and returning to the gold
standard, we must set up free
markets for the conversion of pa-
per money into gold at prices for
paper money . vis-a-vis gold ar-
rived at in open auction markets.

3 Conclusion
To sum up my remarks on hon-
est ‘money, 1 want to make this
statement with all the emphasis

at my command: - .
1t is futile for us to continue to
discuss rising or inflated prices
bnly in terms of the law' of sup-
1y and demand for the commodi-
ies -themselves. It is about time
for us' to stop making the ‘asser-'

| tions that high prices are- caused

‘only by high profits and -high
wages. . It is about time for us
h:o»examine the fiscal policies of
our. government because I -am
\quite ‘convinced  that ' our price
level is more a result of -our loose
fiscal: policy .and our .devalued
money . than it is of the factors of
profits and -wages. #

‘determined to help. But we need

A return.to honest monetary
practices would have more effect
on halting inflation, on the eco-
nomic life of our country as ex-
pressed in' production ‘and dis-
tribution, than any of the slick
adjustments in our national fiscal
policy under discussion - at ‘the
present time,

To put it another way: The
world is eager and ready to go to
work. Labor and tools are avail-
able.” The management skill is
available for planning and put-
ting into operation the production
and ‘distribution schemes needed
to provide plenty for, everybody
in America and needed to feec
and clothe the people of Europe
and the rest of the world we are

honest money to finance the pro-
duction facilities and we need
honest money to “serve again in
the field of distribution as =z
means for  facilitating the ex-
change of goods. We need honest
money to save us from inflation;
we ‘need honest money to save
us from the tragic consequence
'of ‘inflation.

~After all,’ the’American nation
is an entity, and it lives but one
life, has but one future. We are
all too- prone -to -consider -“eco=
nomic - necessity” and “political
expediency” as entities in them-
‘selves.-They: are' not; they:can
only' be considered ~as phases ‘of
‘our common experience, -In our
plea: for. honest money, for free
markets, for realistic prices-then,
we ' must strive always for ‘the
economic  solution 'that will con-’
tribute to the-fulfillment of the
destiny 'of America—the destiny
of political and economic liberty.

National Planning Won't Work

(Continued from page 7)°

Parliament ‘told me  within. the
month that farmers are not pro-
ducing ' food ‘as - they should -in
‘England, that the output is falling
Tar below plans-and that there s
nothing that the Labor government
planners can do about it. He said
that under the impetus of war-
time patriotism, food production
was “thousands of tors greater
than-it is today, despite Britain’s
extréemity. He. admitted that if
the farmers continue to 'sit, that
‘the Labor government is bound to
‘fall -and, he said, thére’s not a
“, ... thing we can do .about.it
‘because the English will not stand

‘for- force.”: Mind you, this wasa

veteran Labor member of Parlia-
‘ment speaking! i

-~ On'paper, planning is a wonder=

ful- thing. A great case can be
made out for it,. But, the records
show that in human affairs incli-

nation is the controlling force;-Ag
individuals - we do 'not 'do' ‘the

things that are best for us. Some
of us-eat fco much, although all
‘doctors guarantee that overweight

‘will < kill - you. - "Most everyone
"smokes; although responsible sci-

entists: ‘have ‘never’:claimed "that
smoking.is beneficial, 8till others

 imbibe :too: much: of the product
'which has made my home state.of

Kentucky. famous, even . though
they know better. To assume that
we do the things that are best for

- us is-truly unrealistic.. We do the

things that we want to do and
often our reasons are twisted and
of: little real 'significance. -
The -assumption that homo eco-
nomicus is rational is the greatest
canard- ever  perpétrated -in the
name of a so-called science. The
Americans, particularly, depart
far from that basic precept of
economics. ‘The American saves
when he should spend; and he
knows better, He spends when he
should save; and he knows better.
He is a law unto himself, utterly
individualistic and hating the very
idea of even the simplest regi-
mentation.

So I say to you, that even if
planning might work in another
country, it would not work in
these United States because of our
fierce individualism. We are so

individualistic in-our attitude to~
‘wards authority (ether-than our
criminal statutes) that we are like
the Irishman of whom it was said

tional policy in meeting this ter="
rible danger confronting gur ‘eco=
nomie, yes, political, safety? j
With ' farm  p¥ices more than
200% higher than before the war,
farmers have continued to demand

ceiling on their products. Did ~
the najional representatives of all.
the people. talik- to the farmers in -
terms of “sweet reasonableness™
and 'convince them that a return’
to the more mormal prices was
desirable as it was the national
policy to combat .inflation? No!
They got in and helped them put
prices up! - . g
- With food prices driving wages
higher, and with wages driving
prices. of manufactured ' goods
higher, and: ever. higher, on the
inflation spiral, did the represen-
tatives of all the people have a.
heart-to-heart -talk with that
small segment of the population:
known as organized labor and ask.
them to support the nationl pol-:
icy of combating inflation Dby,
foregoing further ‘wage increases?
No! By statistics, . statements,
speeches, and ‘every method pos- '
sible, they -assisted union labor in
their battle for higher wages! N
With the Federal Reserve Board .
requesting legislation to prevent a
dangerous ' expansion of install-
ment selling, an expansion which
i highly ‘inflationary in times of
commodity shortages, did the Con«
gress cooperate? No! .
“With. the . inflatienary. threat
getting greater day by day; -did
the - Congress reduce the public
debt and thereby take a position-
against inflation, or did it reduce:
taxes, thereby further increasing’
purchasing power? - The less said’
about -that, the better. ;
With rearmament promising an-
other turn on the inflation cork-
screw, has anything been done by
the ‘national leadership' to offset
this new danger? . Do you think
anything will be done? 1 e
.~The former Chairman of the
Federal Reserve Board, our chief:
monetary authority, with - the:
unanimous backing of the Board,.

that' the morent+he ' got -off -the
boat in this. country he asked,
“What 'is the government here?”
A friend said, “What difference
does. it make?” - He answered,
“I’ve got to know, I want to be
ag'in’ it.”

hen, too, there is an occupational
hazard which gradually overpow-
ers -all - the bureaucrats 1 have
ever known or read about; I re-
fer to the:fact that the so-called
“public - sérvant”. is, -under. our
governmental - budgeting setup,
unfortunately, ' judged - by  his
spending and not by his saving, It
is amazing how they ¢an rational-
ize and justify what they want to
do. -One day I said to one of our
professors, one :0f the most famous
experts -on public -finance in:the
country—and - this :actually hap-
pened—“Can’t you ever conceive
of :the vpossibility that - public
finance should -also concern itself
with-controlling expenditures? My
God,-don’t you ever think-of any-
thing ‘other than how' to devise a
new tax?” ; :

Let me give you just one sample
of the willingness of ‘bureaucracy -
to spend.. Here in this city, with-
in the -month, ‘an official -speak=

meeting  blandly announced ' that
54% of the machine tools of the
United States were obsolete and

{ should be replaced. ' Consider for

a moment, if you will, the éco-
nomic consequence of such a pol-
icy. Doubtless, in most instances
we could get more modern ma-
chines; but to say that 54% of our
machine tools should be replaced
is a negation of the waste-not,
want-not philosophy ‘which gave
this country those selfsame ma-
chine tools in greater - measure
than in any other country in the
world!

Inflation

Since V-J Day the greatest
threat to this country and its dem-
ocrati¢ institutions has been infla-
tion. ' What does the record show

as to the assistance given by na-

ing at an industrial -mobilization |

l

went before the Congress on :sev-.
eral occasions and asked for new:
legislation to control the forces of
inflation mow' being generated,
and ‘what happened? ' The Con<;
gress ignored the recommenda<
tions, the Secretary of the Treas<" -
ury ‘announced that he has not.
heard of the plahs; and the Presi«
dent publicly repudiated = the
-ecommendations and demoted the
author to ‘a promised vice-chair-
manship of the Board—and now it
looks as if the vice-chairmanship
may not be forthcoming!: Wouid
you call it unconscious humor if
I -inquired-as to what “national
policy” is being followed here?.
- You know what “national ‘pol-
icy’ is being follpwed in.all these
tases—and I damn the Republi+
cans and Democrats with equal
fervor—the “national policy”’ of
getting reelected is the control«
ling ‘one and it is thé only one
that® will - interest our. politicians
until November, and we might as
well recognize the fact. Until
that ‘millenium arrives ‘when all
politicians will’ be statesmen, and
all statesmen - will “be economic¢
statesmen, we can expect no other
result. - ‘ .
I submit, that if the opponents
of: planning had been given the
powers of Deity to.stage a- dem-
onstration. of the impossibility of
planning at the national level in
our - free-wheeling democracy,
they could not have devised a
more ' convincing object lesson
than has been given us since V-J
Day, shall I say, unconsciously?
This brings me to my final con-
clusion: y i
Even if successful planning
could be  done at the national
level, which I deny; even if plan<
ning from above were desirable,
which I dispute; we still have the
problem that there is no way
whereby ‘planning could be - di~
vorced from political expedienc,y.
This last factor alone, I submit,
is the “kiss’of death.” Need more

be said?

subsidies, and price tloors, and no~-
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Can We Win the Peace
- With a 40-Week?

(Continued from page 14)

misstatements do not change the
facts. S .
I am personally sure that, if the
workmen of our country were all
_ persuaded that if they worked the
Jonger hours they would actually
have more, they would be for it.
Ever since the war there has been
pressure for more than 40 ‘hours
pay in the building trades, In
many of our piant cities our con-
tractors could not hire construc-
tior workers unless they promised
themn more than 40 hours work,
or the equivalent pay if they were
not given the extra work.

' There has been a very interest-
ing development going on in ihe
"eity of Saginaw, Michigan; where
workmen have banded - together
and are building their own homes
in extra hours beyond the eight
hours per day which they work in
gur plants. - This indicates very
clearly that the average American
workman would - like 'to  work

ore and have more. It would be |

$0 ‘much easier to schedule five
more hours of work at his regular
job than to force him to scurry
around and find a second job that
will allow him . to - earn extra
money. :
. . Psychological Factor
Many labor leaders and lahor
politicians act and talk as if the
40-hour week were fundamental.
They try to make the point that
there is nothing in the present law
to keep employers from supplying
more than 40 hours work .to their
employees, but they insist that the
base of 40 hours must not be
" changed. Actually the implication
of a 40-hour Federal law is that
40 hours is all that anyone should
work. This is quite important
Ppsycliologically and is gradually
baving its effect not only on in-
dustrial workers but on farm labor
and other occupations not.covered
by the 40-hour law.
Furthermore, - putting a 50%
penalty on the extra hours carries
an . accounted cost for such. extra
bour; that is so. excessive that
many  employers do not believe
that it is profitable to work such
extra hours at such a cost. This
country was built up by men and
women who believed in work and
were willing to work for the
things they would like to have. As
& matter of fact there is nothing
fundamental about any fixed
numper of hours of work per week
-—4), 30, or 60. The real question
. is: Does the ‘average - American
citizen need more time to enjoy
and spend the fruits of his labor
of does he need 1ore goods and
services to enjoy the leisure time
be now has? That is the real
measure of the problem, :

+ .While taxes are so excessive and
such a big part of the national in-
come must go into the Federal
budget, and while -threatening
war. clouds -still haag over the
world, I am sure that working
more than 40 hours per week: is
the only real soluiion to the prob-

- 3lem of wages and inflation, It is

%he only way: to increase the. real |-

yurchasing  power of take-home
yay of workmen.. Raising wage
xates -per hour causes increases in
unit. costs  which' result. in self-
defeating price increases. It is the
only way to resiore the balance
in purchasing power between ur-
ban workmen and farmers with-
-.out reducing the prices of farm
products and jeopardizing the high
Jevel of food production when food
is sc badly needed not only in
our cwn country but all over the
‘world, ’
Phoney Forecast
' Any real consideration- at the
end of the war of this solution: for
the inflation problem.has, been
blocked by, the same false proph-
efs who were predicting 'serious
- ‘unemplayment ' imntédiately - fol-

used this. phoney forecast to. jus-
tify an ‘immediate change in the
work week -from - the 43 hours
‘worked during the war emergency
I to the 40 hours worked before the
war, -They: even stated that the
real problem of Americans was to
immediately learn to live 50% bet-
ter while working less. They still
follew the false philosorhy that
profonged the depression; namely,
prosperity through scarcity.

This was a fantastic ard neu-
rotic appraisal of the situation and
not. a realistic one. Such laboi
politicians refuse to recognize the
fact that the war could not mean
immediate prosperity even for the
victors that war damage and de-
layed maintenance would have to
be made up; that we can only
consvme . more if ~we -produce
more, and that increased produc-
tio through technological im-
provement takes time—years, not
months, i

During this immediate postwar
period with its world problems,
government itself should. not pro-
mote an artificially short work
week, and at the same time press
for continuing high costs. of gov~
ernment, including expensive for-
eign relief. Political leaders who
argue for the maintenance of ‘an
artificially low wotking week and
at the same time demand that the
cost of government be kept at a
level many times higher than the
highest - prewar level and - ap-
proaching one-half - of - war-time
costs, - are . promoting a lower
standard of living and more infla-
tion, whether they realize it or
not.. When total taxes in all forms
exceed 25% of the national in-
come it means that the average
American working 40 hours a
week is working more than 10
hours for the government and less
than 30 hours for himself and his

family,” And thi$ is true no matter
how the taxes are’ collected that
make possible . these ' enormous
government expenditures.

Some people argue that since
the ‘ production of pig' iron and
steel is the limiting factor in much
industrial production, nothing
would be gained by working fac-
tories more than 40 hours. How-
ever; the pipelines “were about
filled up and the .steel production
had been  increasing ‘month ' by
month ~until the current: coal
strike. It is a reasonable forecast
that, if there had been no strikes
and work stoppages, there would
have been sufficient material to
keep a normal number of work-
men employed in industry on a
45-hour week, if a normal number
of people had also continued at
their jobs in other occupations.

Monopoly Strikes Disastrous

Of course - it is useless to plan
for a 45-hour week or even a 40-
hour week. if monopoly strikes in
basic industries like . the recent
coal strike are tolerated. As a na-
tion: we .can no longer afford the
extravagance  of . such monopoly
strikes.'. ; A
I am: not advocating. a longer
workweek for.an' indefinite pe-
riod- of time.. Perhaps it would
clarify the problem to limit. the
time of such extended workweek
to the 5-year period of the Eu-
ropean Recovery. Program.and at
the cud. of that time return to the
40-hour week. Perhaps-if union
leaders could - be - persuaded it
would ‘work out this way .they
would look at the matter more
realistically.

Workmen Must Be Enlightened

The corollary to the false phi-
losophy  of prosperity through
scarcity was that workmen could
be paid more money for producing
léss 'and’ not have the ‘purchasing
power of theit money dépreciate.
Thid ‘Filsev phitosophy- 'Has® Been
preathiéd $6' Mty

Jowing the war. At thaftiie théy

e z’éa,r's, gdfﬂose
High I8 KOty Khat 'wéiken

are now fearful that if they
worked longer hours they would
not actually have more purchasing
power. When a farmer plants 45
acres in crops in place of 40 acres
he confidently expecis to harvest
move grain, If workmen could be
equally confident of the fact that
if they worked longer they would
not only receive more money but
that their rmoney would buy them
more goods and services, in most
cases they .would be willing to
work the longer workweek.
There is another fallacy . pre-
valentl in some circles which per-
haps accounts for some of the
opposition to longer working
hours. The people who follow
such unsound thinking represent
that - they fear over-production.
They talk about the depression of
the early 30’s. They say that the
lack  of consumer  purchasing

industry ‘in the late 20’s were re-
sponsible for the depression of the
30’s.. I rememper the period too
well. My -observation and beiief
is that the depression of the early
30’s was due to debt and specula-
tion -and to an unsound foreign
policy.  In the .Jate 20°s. millions
of people speculated in the stock
market on very small margins.
They . speculated in:Florida real
estate, in iarm lands and in all
kinds of ways.

They contracted debts, and the
high rate of industrial activity in
the late 20’s was overstimulated
by the excess purchasing power
caused by ‘speculation and -debt,
just ‘as the war debt has created

power and the excess profits of |-

excess purchasing power and un-
balanced supply and demand at
the present time. . There should be
no fear of over-production of
goods and services in a free mar-
ket but only of a boom financed
by unsound credit; ,

To sum up: . L :

I am not advocating a step back-
ward for labor. I am advocating
a plan which would increase the
standard of - living - of workmen
generally. :

I am not advocating a plan that
would reduce the compensation
workmen are now. receiving for
45 hours. I am advocating a plan
that would etfectively  increase
their take-home pay and their pur-
chasing 'power since the plan
should not cause higher prices,

I am not advocating more work

for +he same pay. I am advocating
more pay ior more work.
I am not advocating a plan that
would promote - inflation. "I am
advocating a plan that would stop
inflation since increased produc-
tion would be available to match
the increased purchasing power.

I am not advocating a plan that
would ‘underwrite a future de-
pression. I'am advocating a plan
that should prevent serious infla-
tion and thus avoid  a later de-
preszion.

I amn not advocaling a plan that
would interfere with our country’s
deferse and world reconstruction
policies.: I am advocating a plan
that will avoid the danger of “Too
little, too late.” :

We must win the peace.

not try to make the Russian nation
fight in’ Europe. unless its lead-
ers - genuinely ' thought . that we
were planning to attack “Russia
from Western:-Europe as-a base.
War is not the Party’s preferred
method, and even if it were it
could not' wholly disregard. the
sentiment of the Russian people.
Both Lenin-and Stalin have em-
phasized that the dictatorship of
the proletariat must ‘“seek to ex-
press what the people are con-
scious of.”. Dread of war is at the
top of the consciousness of - the
Russian ‘people.” They. suffered
horribly from the last war and

tition. ' Undoubtedly the . Russian
people could be brought to fight
again if it seemed that the provo-
cation were great and it is some-
what ominous that the Communist
Party is doing all it can to portray
our military - preparation,- partic-
ularly in relation to bases and
atomic bombs, as portending at-
tack on Russia. But, as matters
now stand, the Communist Party
would no doubt hesitate to launch
the Russian nation into an offens-
ive campaign for the military con-~
quest of Europe. There is, per-
haps, slightly greater risk in the
Near East which is the only area
where' Russia’s traditional -ambi-
tions are not-by now fully real-
ized. :

We cannot exclude the possibil=
ity that Russia might becom=s' a
military enemy. But that is as
yet only a possibility, and by care-
ful conduct we . can:do much  to
prevent that possibility from be-
coming an actuality.

' The Communist Party an -

.. .Aectual Menace d
' As against that possibility, we
have a reality. The Communist
Party has already declared us its
enemy and is waging against.us
a campaign in which it has won
great victories.” For. the first
time since the threat of Islam a
thousand years ago, western civ-
ilization is on the defensive. The
Communist Party controls govern-
ments that, in turn, control about
five hundred million people of 15
different nations:, It .inflicts upon
the four hundred million of China
civil war which" makes orderly
;government ' impossible; If has

gravely. embarrassed ‘the govern-

those who survived want no repe- |.

How to Fight the Reds

(Continued from page 17)

ments of France and Italy. It has
well-organized parties throughout
South America. ‘It foments revo-
lution in all the colonial areas.
In every country in the world the
Party can exert a seriously dis-
turbing - influence = whenever. it
judges -the . moment opportune,
That applies even to the United
States. ' There' is. already . here
considerable infiltration into labor
unions. and -the political - .party
fronted by Wallace could mark
the beginning here of communist
political harassment which is one
of the means whereby.the Party
discredits free governments,

There have been some good de-
velopments. ' The " 'general ‘strike
in: France:did ‘hot cause a col-
lapse there of democratic govern-
ment and the ' communists and
their allies did not win the re-
cent . Italian election. But those
events 'do not prove that the
communist tide is “permanently
receding. - The - French.  general
strike of last winter was never an
all-out bid for power, but rather
an harassing and probing ' opera-
tion. The same is probably true of
the communist election campaign
in Italy.  Stalin has often said that
the Party will never  come into
power through majority vote un-
der “so-called - bourgeois -institu-
tions, It is first necessary, he
says, to smash these institutions
and demonstrate their bankruptcy
and then seize power as a minor-
ity. ' In the' case of western: Eu-
rope, communist - strategy is still
only in the phase of  seeking to
discredit the existing free institu-
tions. - Their hour' to - strike for

“ | power is not-yet arrived, accord-

ing to their own time table.

The communist menace remains
serious ‘and - calls for  the -best
counter-measures that can be de-
vised. . s .

What should those measures be?
- We are doing some of the
things that ought to be done, but
some of them are left undone..

Our Need for Military Strength

We are developing military
strength to offset that of Russia.
If we have to use that strength,
it will be'a sad day for freedom,
which ’has barely survived - the
first two World Wars. But so lorig
as the Communist Party has-in
reserve the potential of the Rus-

sian army, so long as the United
Nations is without military power,
for so long the free societies ought "
to have a coordinated military po-"
tential of their own ' comparable
to -that of Russia. Unless they
have that, some peoples will let
the Communist Party take over
mefely “‘because - they - fear- that

otherwise the Party will use ‘the " -

Russian army against' them. The
United - States ‘will have to as--
sume the major burden:of allay-
ing that fear. But we must be
careful not to think of military
defense as complete defense, There
is danger of that, because that is
the conventional. way to think
and because our existing military
set-up is a powerful vested inter- -
est. Against : the .new _form . of .
subversive -warfare, armament is '
as ‘obsolete: as- was ;the . Maginot .
Line. : ; "
“Our .military - power may . pre-"

vent:the Communist Party from” - *

using: - the -specter .of . Russian -
might to bluff its' way to cheap
victories. But armament will not
offset the methods which - have"-
won -communism - growing power, *
not only where Russian armies
were near but where those armies:
were far away. e 5

The Need for Economic Aid’ .

We are acting to end in west-,
ern Europe the economic misery.
upon which communism thrives.,
The European Recovery Program
is the product of fine statesman-.
ship, Already it has revived hope
in people who know. and love
freedom and who want to keep’
freedom so long as it offers hope.
Under that impulse the people of,
western Europe, with their -Af-
rican dependencies, are " moving
toward  unity. ~If ~unity - comes,
strength ‘and 'vigor will replace
feebleness “and  the ~Communist
Party will face a -task far more
difficult than that of discrediting,.
one by one, 16 separate and weak
governments. v

It is worth our while to make
a big effort to create in western
Europe: a . united and vigorous
economy.  But we cannot place
our -whole -reliance on -that for-
mula. - The European  Recovery
Program, standing alone, may not
sueceed : because -communist tac-.
tics may pull dewn faster than we
can build up. Monkey wrenches
which cost little can. wreck ex-
pensive machines. When in
France last winter I saw the ecom~, -
munist-called  general strike set-
ting back French recovery to the
tune of hundreds of millions- of
dollars. Communist Party pene-
tration: has gone so far that, if it
is unchecked,. it can perhaps, by
spending one dollar to our thou-
sand dollars, nullify our economic
aid; ' Any such ratio is hard to
bear, and our resources are not
unlimited.

Also, there are many. ' areas
where economic aid will not stop
communism ,at -all -because it
would merely keep people alive
on a pitiful dole. That may be
humanitarian, but to keep people
alive, . without hope -or self-re-
spect, is merely  to provide re-
cruits for communism. So, while
foreign economic. aid is an im-
portant element in our defense, it
is no more all-sufficient than is a
military establishment.: .- -
The Need to Combat the Partly’s

Warfare« 7 o000

We need an organization to con=
test with the Communist Party at
the “level where ~that 'Partytiis
working and winning its victories.
If ‘a house is. menaced. by, the
inroad of mice, wise ' men do not
burn it down to get rid of the
mice; or go on expending big'sums
to keep in' repair wHat'is’being
gnawed  away. They''get a‘fcat.
We can learn from that éxample.
It is not necessary to biirn‘up’the
world with atomic war:'it‘is''hot
necessary to keep pouring out
billions to repair the damage of
sabotage; it is necessary to catch,
by exposure, those who are-gnaw-
ing away the foundations cf the
free :societies. ba s A

The Communist- Party
three- main techniques: - °

¥
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By secretly introducing trained
agents into key positions in-labor

" unions or political parties, it gets
vantage points from which to dis-
credit free institutions by strikes,
'sabotage and parliamentary” in-
terference. ) ,

By intensive radio and press
coverage, it whips up discontent
with what is, and pictures its own
system as the one that will give
all the dissatisfied all that they
want. In aid of its propaganda it
makes effective use of paper sup-
plies it controls. ! i

By ruthlessly suppressing op-
ponents -who. come within its
power, it terrorizes many oppon-
ents elsewhere so that they be-
come  mute lest they hereafter
incur a like fate..

The Party has schools which
teach-these techniques to recruits
from all over the world. These
schools rank in quality with our
West Point and Annapolis.

. Seldom, if ever, has the world
witnessed a more formidable cam-
paign. But because it is that of a
Party, not a State, because -the
weapons are not battleships and
bombers, and because: it operates
against individuals, not ' states,
there is no organization to meet
4t.. Individuals who ‘want" free-
dom are left to resist, as best they
can, an international band of
fanatics, possessed - of . ample re-
sources,  ably ‘directed, -accepting
iron discipline, exalted ‘by great
successes, - and using - methods
which diabolically ' outrage . the
fhuman personality.: i

‘It is not right that individuals
should be-left without protection
devised to meet that type of as-
sault, ‘ !

The United Nations and

: Human Rights
- Individuals are entitled to look
10 the Wnited Nations for protec-
tion. It was created not merely to
protect State against - State, but
to protect individuals, The Pre-
amble of the Charter recites the
determination of the peoples:“to
reaffirm faith ‘ in - fundamental
thuman rights, in the dignity and
worth of the human person and
2's . to practice tolerance.” ‘Article
55 of the Charter calls for “uni-
+ersal respect for, and observance
of,  human rights and : funda-
mental freedoms,” and Article 56
pledges all’ members = “to: take
joint and separate ‘action in co-
operation with ‘the . Organization
for the achievement of the pur-
poses set forth in-Article 55.”

Three years have gone by since
‘that pledge was made. Those three
-years have been marked by:the
most highly organized and:wide-
spréad -campaign against. human
rights and fundamental: freedoms
the world has ever known. Last
winter a committee.of the Eco-
nomic and Social Council drew up
= draft Declaration ‘and Conven-
tion on Human Rights, but action
as called for by Article 56, is not
syet in sight. % : N

Many have now lost interest in
the United Nations because, they
say, it ‘is made impotent by the
~veto power in the Security Coun-
<il. But the Charter not only au-
thorizes, it requires; action in-de=«
fense of human rights-and funda-
smental ‘! freedoms.  Furthermore,
:since such action would. not -be
ander’ the Security-Council,: there
«could - be :no ' veto.” Here is an
opportunity; to see what a veto-
Jess;world organization can do to
stop  ;aggression . .against  human
xights, (. i
" A U. 8. Organization to Defend
n i A ot Freedom L
... Pending effective action by the
United. Nations, our people ought
10 act for themselves. We are the
anain target, of the subversive war
.now .being waged by the Com-
‘munist Party. Mr. Molotov and
Mr. Zhdanov have . proclaimed
that. The Party strategy seeks, as
its climax, the encirclement of the
United States and the dispatch of
qour free institutions.

To that formidable effort, we
are reacting only feebly. and in a
‘haphazard manner, As an adjunct

to one governmental department,
there 'is a “Voice of America”
whose short-wave lispings are
scarcely heard above the flood of
communist propaganda, It is hard
to find anyone on the Continent
of Europe who does not accept
the communist version of the
United States as.an aggressive,
imperialistic power, seeking
political domination : of other
peoples in an effort to get new
markets to bolster up a capitalistic
economy that has ouflived its use-
fulness,

As an adjunct to another de-
partment there is the F.B.I. which,
among other . tasks, checks on
domestic disloyalties. :

Another adjunct is an intelli-
gence unit, designed to serve
several departments, which is in
the throes of postwar experi-
mentation. : i

The sum total of these three
unrelated ' and  subordinated : ef-
forts contrasts pitfully with what
is marshalled against us. :

Today, nothing is more impor-
tant ‘for our. defense ‘and for
ultimate peace than to demon-
strate a capacity, alone or with
other free societies, to stop the
processes of communist encircle-
ment. Unless we can do that, there
will be an ever-tightening noose
around our neck and in the end
we shall have to fight for living
breath, although that would be a
desperate .expedient, for free .in-
stitutions . seldom get respiration
out of war. ; W

We ought to have an organiza-
tion dedicated to the task of non-
military defense, just as the pres-
ent Secretary. of Defense heads
up - the. organization of  military
defense.' That new department of
non-military defense should have
adequate personnel and ample
funds. When I say “ample funds’”
I am not thinking in terms of such
sums as the $15 billion per annum
being spent for military defense
or of the $6 billion per annum
being spent on foreign economic
programs. I am thinking of dnly
a fraction of such sums, although
the task ranks with these others.
in' importance. - Incidentally,  this
new effort could use to some ex-
tent the currencies : which will
some to us abroad in exchange
for goods sent under the Euro-
pean Recovery  Program ‘and to
that extent additional cost to the
United - States would be: entirely
avoided. : !

" Turning On The Light’ : .

A primary, task ;would be-the
exposure of what is going on.
Truth and light are the best
weapons  of freedom. Communist
Party success . depends. primarily
upon concealment. It conceals its
connection * with foreign agents
who are planted throughout the
world. It conceals from one people
the inconsistent things. it says to
others. It conceals by its iron
curtain the difference between its
professions  and its accomplish=
ments.-The- detailed exposure of
Soviet activities in Canada; made.
two years ago, had a tremendous
influence within the circle where
the findings.were known. But the
complete record was difficult, to
obtain; it had only limited circu-
lation and that exposure was an
isolated occurrence,

The . suggested ... department,
through radio and press, “would
tell adequately the story of what
is happening. It should do this,;
not merely by short-wave radio,
which very few pick up, but by
establishing long-range radio fa-
cilities - at  suitable - points.. It
should protect the free press by
assuring them the opportunity to
get print. paper.: Paper can be a
weapon  for. freedom and not
merely a weapon against it.

Another task might be to pro-
vide asylum for those menaced by
communist . terrorism and to give
a future to leaders from countries
now over-run by communism.
Great leaders like Mikolajczyk of
Poland—to- mention only one of
many-—ought to.have a.chance to
go on working for freedom in

of freedom have been too ready
to quit. Czechoslovakia and Italy
make a contrast that does not in-
crease the prestige of the free so-
cieties. In Czechoslovakia there
were no Russian troops, no Rus-
sian economic gifts and the com-
munists were - 'a minority. . In
Italy, the British and ourselves
had troops at Trieste. We had
made impressive naval and air
demonstrations.. We were in a po-
sition to do much that Italians
wanted in relation to Trieste, the
Italian colonies and United .Na-
tions membership; and ‘- we -had
given nearly two billion dollars
o_f relief to prevent mass starva-
tion.” Yet in Italy .communism
made a strong fight, whereas in
Czechoslovakia the free societies
quit cold. I am not blaming
those in Czechoslovakia. I. am
mourning the fact that, as at the
time of Munich, they were left
alone, : : .

In such ways ‘as I suggest the

United States, working in concert’

with others of like mind, .can
check ' communist” encirclement
and do so without either invoking
the desperate expedient of war or
engaging in economic transfusions
50 weakening to us that they will
of themselves bring about the col-
lapse of our free societly.

Once we have demonstrated a
capacity to win the kind of war-
fare that the. Communist - Party
is waging, then conditions will be
ripe for peace,

I' am not' discouraged at the
prospect. We can now see that
much that has happened was in-
evitable. 'Also we can now see
how peace can come. The war left
a great vacuum of political, eco-

nomic and moral power. Of the !
séven- so-called : Great Powers,
Germany; Japan:and Italy ‘were
utterly destroyed and France and
Britain were

processes were ‘dislocated and
there was widespread loss of faith
in existing institutions. In each
of -these areas, Russia or the So-
viet Communist Party has moved.
They alone were dynamic and
prepared. They alone knew what
they wanted.” But gradually the
vacuum is being filled, We are es-
tablishing an equilibrium of mili-
tary power, We are helping West-
ern Europe to establish a political
and economic equilbrium with the
east.. The-glaring lack is an-or-
ganization for stopping the sub-
versive war that is being waged.
If, today, we were to ask com-
munist leaders .for peace, . that
would .be like asking victorious
generals to halt. their offensive
where- it 'seemed unstopable and
when final victory seemed within
their grasp. ' It would be to ask
mercy of those ‘who have. no
mercy. :

First we must develop the ca-
pacity to check the communist
methods of deceitful penetration,
fraudulent propaganda and ter-
rorism.: That can be done, and I
am confident we shall do it." Then
a- new  international- balaxce can
be . struck. - There - will still be
strains and distresses, but within
normal . limits; and the - balance
will be sufficiently tolerable to all
so that none will feel it necessary
to fight to redress it, Then, at
last, genuine peace  will be in
sight. .. : e

How to Revive Our
Ailing Capital Market

(Continued from page 2) ,

public utilities, but as for the
other: business interests - of the
country, almost without exception,
capital  should gradually evolve
into preferred and common stock,
preferably the latter, '

It is not only for the sake of
our . financial structure, public
and private, that I . make this
point;: it is because I am a firm
believer in the: rights and ad-
vantages of ownership on the part
of all of our citizens, whether they
be well off or of moderate means.
There is a'certain something by
way of better citizenship, that ac-
crues to the nation from the privi-
lege of ownership.: That is why
it is the duty and responsibility of
every ‘public' official ‘and of the
Congress to safeguard and pro-
tect the property rights and rights
of ownership if enterprise as'we
know it is to endure, The payoff
is in ‘the pleasure of living in
freedom and liberty.

Federal Debt Should Be Privately

Y Owned I

We have government agencies
—the Interstate Commerce Com-
mission, the Federal Power Com-
mission, the .Securities and Ex-
change  Commission, and other
agencies of regulation such as the
Federal Reserve Board — all \of
which I think go' far enough in
certain forms of regulation in the
public . interest. . 'We are in an
enormously expansionary period.
We are dealing in astronomical
sums. - We have no past yardsticks
with which to measure the future
growth of this country. That is
particularly -true as we strive to
improve the standard of living of
our people. . We must not harass
the investor and place unneces-
sary obstacles in the path of the
free flow of investment funds
from one market to another. Our
primary interest is the private
placement of the Federal debt at
a rate of return which the Con-
gress thinks is sound and within
the bounds of .the budget. Once
this is accomplished .other parts

their countries, So far the forces

of the capital and money markets
will fall in-line.’ .. - 5 oo o

‘see the

Our life ‘insurance companies.
should lend the main support to
this task, -especially in the case
of the long-term gevernment debt.
The savings banks likewise should
continue to filter their funds to
the medium and long-term gov-
ernment indebtedness. :Our com-
mercial banking system is the log-
ical . chief ' buyer - of -short-term.
government -obligations.. I want
to see a broad active stock market
reflecting our preeminent. world
position,  This statement does not
imply a rising and falling market,
I am '‘not here to predict the
course of values.  The stock mar~
ket is the best confidence barom-
eter ‘we have in this country. On
the New York Stock Exchange,
the largest open free capital mar-
ket in the world, we have listed
today almost 2 billion shares of
the preferred and common stocks
of 1,133 :0f our large, medium-
sized and relatively small busi-~
ness establishments. - These busi-
nesses employ millions of people
at ‘an- investment of from $3,000
to $39,000 per employee, !

Opposes Capital  Gains: Tax as
; Capital Levy

I am unalterably opposed-to a
capital levy in the form of the
capital ‘gains tax. It is a'defi-
nite .barrier to' the ‘fludity of
funds. To: press the point, income
is one thing—it is the earning
capacity or power of every indi-
vidual to ~make ~money, seither
through his personal efforts, by
his mind, his hands or his accu-
mulated resources; "and beyond
that income he must ‘rightfully
pay his just taxes to support his
government. Once the citizen has
paid his just taxes on his current
annual income and is able, ‘after
paying his honest debts, to lay
aside a nickel, that nickel should
not betaxed during his lifetime
if heé is prudent and fortunate
enough to double or treble it,

We must tlflolhl)?'w,‘;'a policy, .gjf ‘elr]x-
couraging. the broadening of,the
base oigy,ealth of the coyptry from
whi¢h, income . springs. yTax .the

income, not the savings px prin-

cipal, during the lifetime of tbz bt
individual. ..Give him that miich#&:
needed tool to work with, fo i* !

is in the interest of every labor-

gravely weakened. {ing man in this country that we
Throughout the -world, economic "save and that we put our savings

to work: productively. 'I want to
capital gains tax reduced
by this Congress in the coming’
several weeks, should the Con<'
gress enact a second tax bill, from,
the maximum. rate of 25% ‘fo
12%%. I want to see margin re--
quirements, or the privilege of an
investor to borrow on the common,
stocks representing his ownership:
in American industry, reduced
from 75 to 50%, provided the
banker or rlending agency wilk
give him the 50%. The 75% mar-
gin requirement, is really 400%,
for today you can only borrow
$2,500 on -$10,000 of collateral—
and it is thoroughly unsound. .
. For the life of me I cannot un—
derstand why- it isn’t a better,
practice to have several thousands;,
in fact, maybe several hundred
thousands, owing the banks a bil—
lion dollars, if you please, secured:
by $2 billion of common stock ox
ownership -in American industry
than to drive the -companies who-
are -ultimately the .beneficiariest
of the billion dollars into the in-
surance companies or the banks to.
borrow. In one case we have a
distributed risk, while the.other
is bound to be more concentrated..
In one breath, our Federal Re-
serve authorities state that the
common stock market is the
healthiest spot in the country, in-
dicating that our common stocks
are worth what they are selling
for, and yet with no rhyme orx
reason, they stipulate that yoE
cannot borrow more than 25% o
your collateral- at a time. whem
no money to-speak of is being bor—
rowed on common stocks. ' .

50% Margin Adequate

If in relaxing the rule to 50%;,
our people should increase their
borrowing rapidly, and if in the:
opinion of our private bankers
and Federal Reserve authorities
such borrowing is deemed exces—~
sive, ‘we can' make” the” margin
100% again." S ¥
< 'These two recommendations
which I so heartily endorse wilk
lend liquidity, continuity and or-
derliness. to our markets. They
will -lend support in periods of
weakness-and I am confident wilk -
invite the sale of securities whem
they are in short supply or are
being bid up in price in a mo<
ment of over-enthusiasm. A

The :capital gains taxes of the
Internal Revenue Code are nck
regarded, as revenue-producing;
features of the tax structure. Al-
though capital gains taxes pro=
duced various amounts of income,
ranging . from $2 million :in 1941
to $300-odd ‘million in an activer
year such as 1945, I do not believe:
they  produced 'any revenue to
speak of in 1947.. If the Congress:
will adopt the 1215 % rate instead
of 25%, I think the lower rates
will ‘actually increase revenues in
the coming fiscal year. Certainly
we should get behind:a proposak
that is thoroughly sound in the
first place ‘and that in thé second
place will gain us some revenues:
at a time when the Federal budge
is threatened with being unbal~
anced.’ o :
. I am enough of an optimist and
enough of a believer in. the fun-
damentals of democracy to hold:
that lack of understanding of and
sympathy with the capital mar-
kets and their problems are not:
on the main road of American:
thinking but a detour..I am con-
vinced that if our course.is just—
and this I believe fully and pro—
foundly—we can carry our mes-=
sage successfully to the public and.
our representatives in govern~-

ment. We. can be strong in. our
cause and vigorous in our effortg
because ‘we:are in' the fortunate:

position’"of being able to.serve: '

5 s LG o e T s st
ourselves, and, our country at the! -
SAme Mo L e, e

3

gitized for FRASER
p://fraser.stlouisfed.org/




“ularity.

thing, 2

. move has generated.

Schwabacher & Co

oy

THE COMMERCIAL & FINANCIAL CHRONICLE

Thursday; May 13, 1948

38 (2118)

Tomorrow’s
Markets
Walter Whyte
Says—

By WALTER WHYTE:

- Last week’s down. signals
nullified by action of market
in past few days. But don’t
expect anything but irreg-

# £

" Last week it looked like a
sharp break before the week
was over, or at least before
the next column was written.
That was last week. Now it’s
different.  The down signs of
last week have been replaced
by up signs of this week.
There’s nothing I can attrib~
ute it to. In fact the more I
write about the stock market,
the more I know I don’t know.
U CIREE R I

- As this is being pounded
out on the Underwood, I can
see the market working itself
into a corner where a violent
move can occur, The trouble
is in deciding .which way it
will go. As I said above, last
week I was practically certain
the direction would be down. !
Now, it doesn’t show any-

* ok %
" There are times, days and
weeks when  the- r
doesn’t say anything and little
that, can be interpreted one

- way or another. This is ap-

|New Chicaga Ex. Members

parently one of those times.
) I T :

Of course there is the rail-
road labor situation to con-
sider: But by the time you’
read this you’ll know more
about it. Apparently the mar-
ket doesn’t seem. too con-
cerned about the Government
taking over ~the ' industry.
Nevertheless I don’t like the
Federal Government stepping
in and taking over the rails,
despite the optimism this

* * *
- But leaving all this aside
and concentrating on the is-
sues: you have, I now suggest
the following: :
. Anaconda bought at 3212,
now about 37, has a stop at
35 for a half lot. If broken,
buy it back at 3214 or better.

Hiinois Central R. R

2% 9% Equipment Trust.
Certificates

- Due éach October 1,and A,mil_ 1]
- from - October 1948-April 1956

To yield 1.35%-2.65%

. . Members

- New York Stock Exchange

New. York Curb. Exchange (Associate)
5 8an Francisco Stock Exchange -
.. . . -Chicago Bourd of Trade |
14 Wall Street - -~ New York 5, N.'Y.
[ GOrtlandt: 7-4150 = Teletype MY 1-928
.. Prioate: Wires Lo, Pringipal Offioes

. o880 Prancisco — Sania Barbara- -
& m?; ~ Oakland — Suum;u:
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Avco bought at 4%, now
it 612, has an old stop at 5.

Getting in and out of a stock |

at that price has many dis-
advantages. So disregard the
stop. Just hold the stock.
Bethlehem bought at 31,
now about 34%%, isn’t acting
too badly. Stop half at 32,

'{buy it back at 31 or better.

Caterpillar bought at 55,
now about 64, shows a nice
orofit. Sell half if it breaks
61, and buy it back at 58 or
better. - < '

Douglas bought at 52, now
about 65, still holds up okay.
Stop half at 61, buy it back
at 59 or better, ’

(Continued from page 21)
tuate in the future as they have
in the past, )

Experience tables would show
by what percentage current earn-
ings of the average property of
each type would have to be dis-
counted or inéreased when oper-
ating under stipulated conditions
w0 auow for thuctuations that ex-
perience shows to have followed
such conditions in the past. In
other words, they would provide
the appraiser with a means of em-
ploying experience in a definite
manner- to arrive at a stabilized
amount for capitalization. They
would provide the mortgage in-
vestor with g guide for negotiat-
lr;g practical amortization sched-
ules. .

Dresser bought at 22, now
about 28, acts -as well as the
market. - Stop -half at 24%]
and buy it back at 22 or bet-
ter. ;

Lockheed - bought - at .15,
now "about 23%4, acts with
the group, which itself is do-
ing little at present.. Stop
half at 21. Buy it again at
18 or better. :

G. L. Martin bought at 15,
now 20, has a stop for half at
18%%2. Buy it back at 16.

United - Aircraft bought at
15, now+29%, has a stop at
27%%. If it breaks that price
sell half. Buy it back at 25
or better.,

More next Thursday.

—Walter Whyte

[The views expressed in this

article do not necessarily at any

time coincide with those of the

Chronicle, They are presented as
those of the guthor only.}

PR

The New York' Life Insurance
Company’s appraisal research staff
has assembled some performance
records which have been the basis
for a number of retrospective ap-
praisals...- Many more records .are
needed for the production of sta-
bilization factors involving enough
experience to warrant reliance in
them, In every large city there
_are competent real estate man-
agers who have kept: records
showing year-bv-year earnings of
typical properties as far back as
11920 or earlier. The company ‘is
not: interested in the identity of
the properties or the owners, but
it is very anxious to get the an-
nual ‘net ‘income figures before
deoreciation and -mortgage  pay-
ments with brief physical descrin-
tions “of the - properties. = The
vearly earning figures can be on
a per unit basis (per room, per
square foot or any other unit) in
rase - the holders ofthe records
nrefer not to divulge total fig-
ures.  Each appraiser’s coopera-
tion is -asked ‘in -locating and
obtaining such figures. - - When
enough of them are assembled, a
compilation of experience tables
will pe: undertaken that will be
genuinely helpful. ;

Economic - history *, shows. '’ pe-
riods of feast and famine follow=

CHICAGO, ILL.— The Execu-
tive ' Committee of the  Chicago
Stock Exchange today elected to
membership . H. Samuel Greena-
walt, McNaughton, Greenawalt &
Co.,, . Grand = Rapids, = Michigan;
Harry J. Rodger, H. L,- Rodger &
Bro., Joliet. Illinois; and Leonard
J. Paidar, Goodbody & Co., Chi-
cage. : A

‘The election of -H, . Samuel
Greenawalt and Harry J. Rodger
will add two member firms to the
Exchange, making a.total of 163.
Leonard. J. Paidar’s- membership
was a transfer from another part-
ger in the firm of Goodbody &

0. v

Phila. Securities Ass’n Tb

Be Guests of Electric Co.
_ PHILADELPHIA, PA. — The

Philadelphia. Securities Associa-|.

tion will visit Philadelphia Elec~
tric Company’s new Southwark
Station _today, May 13. Edward
Porter, . Vice-President of the
company, will be their host,

With Harker & Co.
(Special to. THE FINANCIAL CHRONICLE)
Los Angeles, Calif.—James E.

Gibson “ i3 now connected with
Harker & Co.. 210. West Seventh
Street, members of the Los An-
geles Stock Exchange. v

Joins Schwahacher Staff
(Special to Tee FINANCIAL CHRONICLE)
SAN FRANCISCO, CALIF. —

Jan Mauritz has joined the staff
of Schwabacher & Co., 600 Mar~
ket Street, members of the New
York and 8an Frangisco Siock Ex-
changes. o

Merrill Lynch Co. Adds
LOS ANGELES, CALIF —Wil-

liami R. Munroe has been added

to the staff of. Merrill Lynch,

ing each other ‘ever since Joseph
interpreted Pharoah’s dream
abont ‘seven fat- and seven- lean
cattle, The records. do not show
the movement of rental property
earnings very far baek, but such
\as are available indieate that they
must - have followed:  the :-maior
peaks and troughs of commercial
activity since the. first landlorvd
negotiated the first lease.. ‘The
trend of residential rents in mod-
ern history would surely lead to
this conclusion. Here are the high
and low points in.such rental:
during the past few decades. .

Residential Rents
High .
. Point
1872
1892:
1908 .. 8
1914 1924 10
1934 ? 27

The ‘individual operating 'rec-
ords analyzed to date lead to the
following general observations: -

(1) The peak in actual yalue
precedes the peak in earnings,
and the low point in actual value
precedes the low point in "earn-
ings by three to four years in most
cases, This is because the present
worth of each dollar to be earned,
in the early future is a great deal
maore than that of each dollar. to.
be ‘earned in the remote future.
The trend of earnings in imme-
diate prospect is, therefore, im-

Intervai
Years..

11

<2

Low
Point
1861
1883
1900

but current earnings can not be
rightly capitalizeq in perpetuity
because of the inevitable changes
to follow. - PO
- (2) Minor fluetuations in earn-
ines occur according, to local con-
ditions and ta conimuo.ns periinent
to the individual property, but
sustained noward and downward
trends and the major peaks and

PiercesFenner & Beane, 523 West
i COM e

O# 1K:

sponse to-major: changes in ep~

vortant in-the estimate of value, |

troughs occur quite  concurrently
thropghout the country.and in re-

ployment and general business
conditions, It is the range o:
fluctuations from top to bottom
the - timing 'and the' duration "o
these major movements that hawvc
the greatest effect on presen
worth, ' The records indicate tha
there are signs by whieh thes
major changes can be anticipated
(3) The proportionate spread ir
earnings from - prosperous to ad-,
verse operating conditions is mucl
greater in properties of the lux-'
ury type than in those. providing
rental space for the daily needs of.
people in moderate circumstances
(4) Earnings depend on the.
condition of supply and demand
The condition of supply and de-
mand is in turn affected greatly
by employment and.general busi-.
ness -activity, but the manner i1
which property earnings respon
to: ‘changes in these conditions'
varies _according 'to theé type of
property. In general, -the earn-.
ings from, office space and soms
other classes of commercial prop-,
erty decline from top to botton:
over:-a long :period, but stage ¢:
relatively - quick -comeback; 'The
_intervals from top to bottom anc
back to the top are comparatively
even in regard to earnings of me: |
dium rental apartments. - Earn- |
ings of transient hotel propertie: |
respond ‘almost -immediately - tc’
changes in general-business’ con- |
ditions, and: the natural assump-|
tion is that retail property leasec |
on a percentage basis' will ‘per
form in much the same manner |
Thus it is clear that the calcula:
tion of conversion factors for sta-
bilization of earnings to ameunts |
bv which ‘present “worth can.. b«
estimated . through straight-lin¢
canitalization will entail classifi-
cation - of  performance - records
according to types of property and
there will be considerable varia;

the different types. : °

(5) Anyone - who  doubts :tha’
history reveats itself with regar
to' the performance of real estatc
should read the real estate item:
in the newspapers and-magazine;
of 1920, - There was ‘an acut¢
shortage of -housing. - There was
rent control and all kinds of argu-
ment about it. ‘There was muck
eoncern-- about - the -demands - ¢f
labor for higher and higher wages
for:-doing. less -and less ‘work
Pressures . were boiling. applied- tc
provide: -housing - for' ' veterans
Despite the: fact that constructior
costs “had.-reached an - all-time¢
high, the greatest. building boor-
in: history ' was predicted, -and: i/
was well under way. ' Office: an¢
store -rentals “had -doubled- an¢
tripled in the space of two or
three years.  Some of the large:
concerns were buying office spacst
for their own: use  to assure un-
molested ~occupancy.’ Prices o
many of ' the necessities of life
had risen at an alarming rate. Ir
short, the form. of.the news was

 the same- as now, only the namey

were different, - :
(6) Conditions ' that ~follower
1920 were perfectly natural

| Shortages in buildings and. other

durable goods resulted in severa’

| years. of high nroduction, high

employment and high wages:. Real
estate earnings during this perioc
were generslly good: Censtruetior
and industrial' production ever-
tually caught up with demand
'and ' their full-speed momentur
earried . them - somewhat bevond
the saturation point. ' They had t»
take. a rest for a few vears durire
whieh. there was unemplovirent
Real estate earnings drouvved te
low levels. and the market was
glutted with distressed nroperties

machinery and equipment waore
out or were destroyed or became
ebsoléte. Population changed ir
number and location. * Demands
 eventually caught up with supply.
Shortages developed. - Production,
.employment and wages picked up.

¢ Vacaneies in real estate ‘were re

tion in ‘the factors ‘applicable t |

| Duritg this period buildings anc |’

Capitalization Problems in Real Estate Appraisals

' placed by waiting lists and earn-

ings started their upward swing.
---(7) There is no-reason to expect
anything radically different in the
future. The reeords indicate that
the prosperity to -depression fo
prosperity sequence is about as
inevitable as that of summer to
winter to summer. ' Think how
much worse' winter ‘would- be - if
the ‘idea -became - suddenly - fixed
that there would -never be another
winter, and everyone discarded all
heating facilities; warm e¢lothing,
and winter food. 'One cannot pre~
vent depressions, but he can pro-
vide against, them, -The worst re-
sult of depressiens has been that
so. much of " the -money - thrifty
people saved ‘to tide them over
such. periods was 10st’ by reason
of. the “prosperity is here to.stay’”
psychologv among savings insti-
tutions. -'The.record .of the mort-
gage ‘investment. business.is' not
good ‘in : this. regard. .:It. can be
greatly 'improved by simply
assuming that the pattern of fu-
ture -earnings. will not, be: sub-
stantially -different: than that of
the past.: i TR MY By p
(8) The time element is so im~
portant -in" the ‘evaluation ‘of an
income stream that it must be in- -
cluded. as' a factor in determining
how muth. discount oy increase
should -be -applied 'ta earnings
under-any given-set of -operating
conditjons, - In. other .words, it is
not practical to stabilize earnings
by simply takinz the average in-
come for a period of several years.

‘The approximate time of the pros~

perous and adverse: periods. must

be included.in the calculation as

well as . the difference between

top and bottom performance.
Fortunately, the records indicate
that' these intervals do: not .vary
too. greatly to make their. antiei-
pation impractical. “An. error of a
couple of years one way or the

other ‘as to. when' the' peak and
trough will ‘occur: does. not often
affect the answer seriously.. The
main point is: that both peak and
trongh. must. be eonsidered and
their timing in relation to the d-te
of- Aopraisal wust be reasonably
well anticipated. = . EALEIR

-.(9)'The similarity of stabiliza~
tion factors resulting from: retro= . -

spective  valuations of. properties
of the same general type. in widely
scattered parts of the country bas .
‘been :interesting:’’ This' undoubf=
edly -arises: from :the: fact. that
major:.changes in. business: condi-

-tions ‘are 'national. in ' séope ‘and

their effect .on.the’ demand for
popular types of rental space is
felt: throughout the country. : Thiz -
leads. to. the opinion that perhans
a - -half dozen exnerience tables
with stabilization factors covering
that - many. types . of . vroperty
would cover the bulk of the aver=
age. appraiser’s foreeasting probs
lems. . The. big “jobh - is :tg: get
enough records to determ'ne
average . éarnings ~each .yeay for
25..0or 30 years for each of the
major: tynes.” ‘The -tables wonld
have. to include  enough  deserip~
tive and explanatory matter con-
cerning . the average ‘property in
each tvpe so the appraiser cauvld
make prover adiustments to allrw
for -special featuresg (quwd_ in the
individual" pronertv.” The: New
York' Life’s research staff”is 'set
up to ‘make: the “calcilations apql
prepare the tables. Once they are
prepared, it will be comparatively
easy to bring them up to date each
year-as  time marches ‘on.: ' What
is.needed now is more recerds. ..
Coburn & Middlebrook Add
(Special to. THR PINaNciaL CHRONICLE), i
- PORTLAND,” ME.— Raloh ‘E.
Wilson' is'with Coeburn & Middle-
brook, 465- Congress Street. . ..

-McCarley Adds Hendrix .
4 CHABLOTTE. N. C—Jack N..

Hendrix ~is now  associgted - with -
McCarley & Co. of Asheville.
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' The Banks and the Economy

¢ * (Continued from page 13)
already producing at i theoretical
capacity, . . "

Whether .we ‘accept these.con-.

clusions or tiot, it should be clear-
ly- apparent new “spending pro-
grams. and possibilities . bear
within themselves the elements of
additional inflationary - dangers.
The fact that they appear ‘on the
scene_is ample evidence that the
danger is not over ‘and the-anti-
inflation action of the banks must
be actively continued. © - . ;
There ‘is another complication.
The alarmist propaganda, ‘which

features our press and Govern-,

ment Statements tends to acceler-
‘ate purchases by consutners, and
encourage the buying of items
avhich either' now or later may
possibly be in: short supply. It
serves to reverse what was a grow-
ing tendency to ‘wait’ for lower
prices. - It also. serves to'encour-
age ‘inventory accumulation by
those “who have progressively
moved to more coflservative buy+
ing. -And, it has its effect in stall-
‘ing constructive effort because of
‘the added confusions and uncer~
‘ tainties.

. Thus, the dangerous possibilities
arising . from .more government

-spending and' another arms pro-
gram  being piled on the effects
-carried over from the costs of the
‘war, are being well advertised.

.. Difference From 1941

.. 'This danger partly arises from
-a - basic - difference  between: the
-present situation and that of 1941
-We' now have $12 million. more
.persons employed'and a capacity,
.or- near~capacity production/
‘Whatever is taken out of what we
-produce today for increased mili~
:tary:use or foreign aid may have
.10 be cut: out of .the consumers’
interest in present production and
-consequently reduce the stabiliz~
-ing or deflationary effect of pro-
.duction .increases and a growing
‘free supply. ¢ o TRl
As ‘a matter of fact, I. think
there ' are substantial  offsets ' to
this, ~well-advertised _series = of
possibilities. ' The actualities may
‘not turn ‘out ‘to ‘be 'as serious as
‘pictured.” We ‘can take comfort
“from ihe exaggerations and mis-
‘takes of past predictions,. In the
.first place there is & substantial
‘difference ‘between  appropria-
'tions and actual ‘spénding.: It wil
~be difficult to spend wisely an
cdrefully, ‘and with “full recogni-
tioh of the’interests of the people
-of the United States as ‘well as the
“European Nations, the treniendous
amounts ' appropriated for “Euro-+
“pean aid. ' The military appropri-
* ations ¢an nhot be spent immedi=~
-ately. It takes time to  spend
“amounts of this tremendous size
,and to obtain the materials and
“products represented by the ap-
propriations.  Historically  a  tax
reduction has rarely, if evef, pro<
~duced reduction ‘in° Governmen
Crevenues .~ originally ‘ estimated,
,[Thus, the effect on the Goyern=
. ment cash budget'may not be as
completély ~unfavorable as  the
. forecast, . i T T AR T
‘. Also, certain deflationary ef«
- fects ‘already- are ‘evident in' theé
‘economy, . There has been an in-
. creasing .consumer resistance .to
‘ high prices. “The accumulated
- incredses in' production:in certain
lines ‘of goods and products- have
added;;a marked availability and
in-some gases have already, led t¢
& leyeling_off -of ‘some prices-and
. price reductions.. "We do not know
* now the extent to which this may
~‘go,7 or-how ‘much’it will tend to
- offset i'some of these inflationary
. forces:,. But, more important than
.. athy of these is the fact that there
* is nore “of " the -univetfsal “opti-
mism which has been one of the
most important factors-in-the de-
velopment™ of . past:  inflatiomary
tycles. “Everyone is worried and
-thinking " about the .problems_ of
. either_ . inflation’ ‘or.’ deflation.
Everyone realizes the dangers and

is ' -trying 1o
against them,

"While we are receiving'strong
warnings' about continued infla-
tion and the need for lower prices
from ‘Goverhment sources, nearly
everything done by the Govern-
ment is of 4 nature to put prices
higher. Inflation forces are gain=-
ing new strength -again by Gov-
ernment action. - We hear of no
effective plans to reduce other
Government  spending, -sponsored
credit or subsidies. Government
acts have contributed and are con-
tributing, more to the inflationary
situation than any possible acts
of all the banks combined. In-
creased use of bank credit is not
and has not been an important
factor in the ipflationary :situa-
tion.  High “prices and. the in-
creased need to use bank credit
are a consequence of'inflation and
have not been a-cause of it." Ob=-
viously. high ' prices - combined
with large volume require more
business borrowing. Among other
things, alarms, uncertainties and
the' tax drains have substantially
liquidated the traditional ‘sources

protect . himself

-|land availability of equity funds

and. risk ‘capital, forcing business
to have an undesired dependence
on bank:credit. Certainly, more
Government regulations is not the
cure. “And if bank ‘credit has to

| be ‘used it has theé virtue of being

self-limiting in that properly and

/| soundly ‘made, it -is paid ‘off over

a reasonably short period of time.

Banks Don’t Create Credit =
It is a common misconception
that banks create credit. Actually
they .do mot. " The borrower ex=
changes his own" credit for the
more ' usable and. more liquid
credit of the bank. ' The bank cer-
tifies the borrower’s credit by ac~
cepting his promise to pay, credit-
ing his account, and permitting
him to use cash or checks drawn
against his account. . By substitut-
ing the credit ‘of the bank for the
credit of, the borrower, the bor-
Towef acquires a commonly ac=
cepted means of payment. This
exchange of credit is based on the
value of the borrower’s assets and
his ‘established ability to repay
his debt to the bank. Thus, credit
given by -~banks  is extended
against  values 'already ' created
and in the possession of the bor-
rower, St :

- The banks have a very impor-
tant part in the creation, control
and final satisfaction -of all debt.
We live in a debt economy. Busi-
ness and individual life are con-

ducted mostly by the creation and |

acceptance of debt in some form
of a promise to pay. There is a
fundamental relationship between
the creation of debt and the busi-
ness - cycle, The - freedom : with
which' debts are created and -ac-
cepted, the nature of the debt
created, and its volume generally

{ |are’ related to the stage of our

business activity,

The banks play two parts in this
relationship.. In the first: place
they contribute to the creation of
the “debt by :the freedom with
which ‘they extend credit. In ex-
tending = ctedit,” théy can con-
tribute: to an excessive and ‘un-

balanced ' volume of ‘debt (which |
is ~actually = purchasing - power) |

based” 6n promises to”pay which
cannot' be 'satisfied “except by
forced liquidation, -"Also, they ¢an
permit the spending of borrowed
money in large .amoutts for in-

ventory;. real- éstate, or- security .

speculatioh, with “all, their well~

known * dangers. " The - mistakes

canh go béyond those havirg to do
with the individual loan to a geh-
eral misuse ‘of credit which' fi-
nances an inflation of - & mass
speculation,  This is where the

- combined -effect of the loan and.

investmient performance of banks
have their greatest impact on the
economy. s g 1
"Added to this is the fact that
neatly all debis finally are settled

by actual money payment with-
drawn from a bank or by a check
drawn on a bank account, It fol-
lows then that the balance of
quality between the promises to
pay the bank in the form of loans
and investments and the promises
to pay bank depositors measures
the ability of other debtors to dis-
charge (with bankdeposits) the
debts they have incurred. Thus,
in principle, the payment of bank
assets always must be as sure and
prognpt as the payment the de-
positor expects from his account.

The banker’s relation to the
debt creation cycle is such that he
tan only accept promises to pay
which, under adverse conditions,
can be liquidated without resist-
ance; and in accepting promises
to pay, he cannot contribute to
'the creation. of purchasing power
that implements the development
of fictitious values in which are
the seeds of future losses. ;

The nature of credit extended
and the quality of the assets of
banks always bear a close rela-
tionship . to the stability of the
economy . because it - is  only
through - the permanence of
banks and their ability to meet
the cash demands on them as they
are made, and under any condi-~
tions, that other economic changes
can. proceed - without complete
disaster,

Conclusions

The conclusion to be  drawn
from what I have said is that the
banking business is not one which
can.be operated .in the terms of
the . commercial and financial
profit philosophy-of other private
enterprises. x;t cannot fulfill its
economic  functions if its stand-
ards of operation are set by or
measured ' against those of other
businesses which have an entirely
different. form of obligation to
creditors, to the. public, or. to the
Nation. It is a business in which
managements. .must _know the
working rules. of its relationships
with the economy, recognize the
problems which ‘are peculiar to it
and work toward objectives which
accept a. broader responsibility
than the mere .operation of a pri-
vate business enterprise for profit.

1I.want to remind you that the

issue of credit control, either in
time of peace or. in time of ‘war,
is related :to : the functions of
banks and their effect on' the
ecoriomy as a whole.,. The anti-
inflation, or credit control pro-
gram, of the ABA ‘is an example
of an-attempt to meet a.peace-
time - economic :issue : by other
means  than by law or Govern-
ment regulations. It would be a
mistake for bankers to assume
that this credit contfol program
was put :into ‘effect .merely be-
cause there was the threat of ‘a
law to curtail -the “activities of
banks and that the need for this
actiori had no foundation  other
than to oppose such a law. There
were- sound reasons for the pro-
gram without considering the ef-
fect of any proposed law,

Today the major problem of the
American economy i§ to avoid

any of the extremeés of inflation]

or deflation which have plagued
its -past’ history. These - have
brought about easily remembered
problems of great seriousness to
the public and to the Govern-
ment, If we are to do this, every-
one of us, whether in banking or

-any other form of business, must

act ‘with more foresight and in-
telligence - than we have . some-
times in the past. - We must be
willing to give more consideration
to the economic net product of
what we do. .

I strongly believe that we will
retain cur present scope of free-
dom of action only so long as we
recognize and meet our individual
and - business - responsibilities to
the éopntryra's 4 whole while, at
the same time, we meet our indi-

vidual responsibilities in the op-

eration of our private enterprise.

| Elihu’ Root once ‘said: “Self-con-

trol is the primary discipline on
which self-government must: de-
pend.” Our fate is more in our

own hands than most persons are ...

inclined to beélieve. We cannbt hf=
ford to use our liberties in such &
n;ay as to destroy any part of
them. } ) : A

)

The Keynesian Miracle

(Continued from page 15) :

rise of appeasement. With the ex=
cteption of a small number of
keen-sighted men, all Britons sup-
ported the policy which finally
made it possible for the Nazis to
start the second World War,

A highlv gifted French econo-
mist, Etienne Mantoux, has ana-
lyzed Keynes’ famous book point
for point. The result of his very
careful and conscientious study is
devastating for Keynes the econ-
omist and statistician, as well as
Keynes ' the statesman, The
friends of Keynes are ‘at a loss to
find any substantial - rejoinder.
The only argument that his friend
and biographer, Professor E. A.
G. Robinson, - could advance is
that this powerful indictment of
Keynes’ position came “as might
have ' been expected from a
Frenchman.” | (“Economic Jour-
nal,” Vol. LVII, p. 23.) As if the
disastrous effects of appeasement
and defeatism had not affected
Great Britain also!

- Etienne Mantoux, son of the fa-
mous - historian, Paul Mantoux,
was the most distinguishéd of the
younger French economists. .He
had already made valuable: con-
tributions' to economic¢ theory—
among. them & keen critique of
Keynes’ “General Theory,” pub-
lished in 1937 in the “Revue d’
Economié Politique”’~—before he
began his “The ' Carthaginian
Peace or the Economic Conse-
guences of- Mr, Keynes” (Oxford
University Press, 1946)., He did
not live to see his book pub-
lished. As an officer in the French
forces he was killed on active
gervice during the last days of the
war,  His premature death was a
heavy blow to, France, which is
today badly tir heéd 'of sound and
courageous economists.

The “New Economics”

It would be a mistake, also, to
blame Keynes for the faults and
failures of contemporary British
economic \and 'financial . policies.
When he began to write, Britain
had long sincé abandoned @ the
principle of laissez-faire. ' That]
was the achievement of such men
as Thomas Carlyle and John Rus-
kin and, especially, of the Fa-
bians. Those born in the eighties
of ‘the nineteenth century and
later were merely epigoneés of the
tiniversity and parlor Socialists of.
the late Victorian period. They
were no critics of the ruling sys-
tem, as  their predecessors had
been, -but apologists of govern-
ment and pressure group polieies
whose inadequacy, futility and
perniciousness became more and
more evident.

Professor - Seymour  E. Hatris
has just published a stout volume
of collected 'essays by various
academic * and bureaucratic. au-

thors dealing with Keynes’ doc-/
trines as developed in his “Gen-]

eral Theory of Employment, In-
terest and Money,” published in
1936, The titie of the. volume is
“The New Economics,
Influence on Theory and Public
Policy” (Alfred A. Knopf, New
York, 1947). Whether Keynesian-
ism has a fair claim to the appel-
lation “n’'e w economics” or
whether it is not, rather, a rehash
of often-refuted Mercantilist fal-
lacies, and of the syllogisms of the
innumerable authors who wanted
to make everybody prosperous by
fiat money, is unimportant. What
matters is not whether a doctrine
is new, but whether it is sound.

The remarkable thing about this
symposium is that it does not even
attempt. to refute the substantiated
objections traised against Keynes
by werious econbmists:The-editor
seems to be unable. #totongeive

that any honest and uncorrupted

Keynes’,

Man could disagree with Keynes.
As he sees it, opposition to Keynes
ctomes from “the vested interests
‘of scholars in the older theory”
and “the preponderant influence
‘of press, radio, finance, and sub=-
sidized research.”. In his eyes,
non-Keynesians are just a bunch
of bribed sycophants, unworthy of
attention. Professor Hatris thus
‘adopts the methods of the Marx=
ians and the Nazis, who preferred
to smear their critics and to ques-
tion their motives instead of re«
futing their theses. ‘ ot
* A few of the contributions are
written in dignified language and
are reserved, even critical, in their
appraisal of Keynes’
ments. Others are simply dithy-
rambic outbursts. Thus Professor
Paul E. Samuelson tells us: “To
have been born as an -economist
before 1936 was a boon—yes. But
not to have been born too long
before!” ‘And he proceeds to quote
Wordsworth: J
“Bliss was it in that dawn to be
alive, ) :
But to be young was very
heaven!”. | ;
Descending from the lofty heights
of Parnassus . into the. prosaic
valleys . of quantitative: science,
Professor Samuelson provides us
with exact information about the
susceptibility of economists to the
Keynesian gospel of 1936, Those
under the age of 35 fully grasped
its meaning after some time; those
beyond 50 turned out to be quite
immune, while economists in-beé-

serving us a warmed-over version
of Mussolini’'s giovanezzd theme,
he offers more of the outworh slo=
gans of fascism, e. g., the “wave
of the future,” However, on this
point another contributor, Mr.
Paul M. Sweezy, disagrees, In his
eyes Keynes,  tainted by ' “the
shortcomings  of bourgeois
thought” as he was, is not the sa-
vior of mankind, but only' the
forerunner whose historical mis-
sion it is-to prepare the British
mind for the acceptance of pure
Marxism and to make Great Brit-
ian ideologically ripe for full So-
cialism, ? ‘

Keynes' Rhetorical Methods
In resorting to the method of
innuendo and trying to make their

to them in ambiguous terms allow-
ing of various interpretations, the
camp-followers of Lord Keynes
are imitating their idol’s own pro-
cedures. For what many people
have admiringly called Keynes§’
“prilliance of style” and “mastery

|of language” were, in fact, cheap

rhetorical tricks. . ;
Ricardo, says Keynes, “con~
quered England as completely as
the Holy Inquisition conquered
Spain.” This is as vicious as any
comparison could be. The In-
quisition, aided by armed con-
stables and executioners, beat the
Spanish people into submission,
Ricardo’s theories: were accepted
as correct by British intellect~
uals without any pressure or com=-
pulsion being exercised in their
favor. But in comparing the two
entirely different things, Keynes
obliquely hints that -there was
something shameful in the success
of Ricardo’s teachings and that
those who disapprove of them are
as heroic, noble and fearless
champions of freedom as were
those who fought the horrors o

" |the Inquisition. «

The most famous of Keynes
apercus_is “Two pyramids, two.
masses for the dead, are twice as

is obvious that this sally, worthy

T {Continued oh ‘page 40) 7'

achieve= .

good as one; but not so two rails .
ways :fromz London ‘to ‘York.? It

tween were divided. After thus -

adversaries suspect by referring ‘...

gitized:for FRASER
p:/ffraser.stlouisfed.org/
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of a character in a play by Oscar
Wilde or Bernard Shaw, does not
in any way prove the thesis that
digging holes in the ground and
paying for them out of savings
“will increase the real national
dividend of useful goods and serv-
ices.” But it puts the adversary
in the awkward position of either
Jeaving an apparent argument un-
answered or. of employing the
1ools of logic and discursive rea-
soning against sparkling wit. .
.. Another "instance . of* Keynes’
- technique is provided by his ma-
Yicious - description of 'the Paris
Peace Conference. Keynes dis-
agreed with Clemenceau’s ideas.
Thus, he tried to ridicule his ad-
wversary. by broadly expatiating
wupon his clothing.and appearance
which, it seems; did not meet with
‘the standard set by London out-
fitters. It is hard to discover any
connection with the German repa-
rations problem in. the fact that
‘Clemenceau’s boots “were of thick
‘black leather, very good, but of
‘a country. style, and sometimes’
#astened in front, curiously, by a
buckle instead of laces.” After 15
sillion’ human. beings had per-
‘ished in ‘the war, ‘the” foremost
statesmen of the world were as-
‘sembled to give- mankind a new
international order .and lasting
peace . . . and the British Em-
pire’s financial expert was amused
by the rustic style of the French
Prime Minister’s footwear! '
Fourteen years later there was
another international conference.
This time Keynes was not a sub-
ordinate  adviser, as in 1919, but
one of the main figures, Concern~
ing this London World Economic
Conference of - 1933, - Professor
Robinson observes: “Many econo-
-mists the world over will remem-
‘ber . . . the performance in 1933
at Covent. Garden in honor  of
‘the Delegates of the World Eco-
-nomic Conference, which owed its
conception. and organization very
- much to Maynard Keynes.,” . ' :
Those economists-who were not
in the service of one of the la-
mentably . inept governments of
1933 and therefore were not Dele=
gates and did not attend the de-
lightful ballet evening, will re-
member the London Conference
for other reasons. It marked the
most. spectacular: failure ' in “the
history of international affairs of
-those policies of neo-Mercantilism
which Keynes backed. Compared
with this fiasco of 1933, the Paris
Conference of 1919 appears to have
been a highly successful - affair,
But Keynes did not publish any
-+ garcastic comments on the coats,
boots and gloves of the Delegates
of 1933,

Keynes and Silvio Gesell

Although Keynes looked upon
“the strange, unduly neglected
prophet Silvio Gesell” as a fore-
runner, his own teachings differ
considerably from those of Gesell,
What Keynes borrowed - from
Gesell as well as from the host of
other pro-inflation. propagandists
'was not the content of their doc-.
trine, but their practical conclu-
sions and the tactics they applied
to undermine their opponents’
‘prestige.” These stratagems are:

(1) All adversaries, that is, all
those who do not consider credit
expansion . as the panacea, are
 Jumped together and called ortho-
dox. It is implied that there are

- no differences between them.

(2) It is assumed that the evo-
lution of economic science culmi-
nated in Alfred Marshall . and
ended with him.' The fmdmgs of
modern subjective economics are
disregarded.

.+ {(3) All that economists from
David Hume on down to our time
< have done to clarify the results of
. changes in the quantity of money

: and money-substitutes ‘is simply

... ignored. Keynes never embarked

+. upon the hopeless task of refuting

--these teachings by ratigcination,:

_“In all these respects the con-
tributors to the. symposium adopt

their master’s technique, Their
critique aims at a body of doc-
trine created by their own illu-
sions, which has no resemblance
to the theories expounded by seri-
ous economists. They pass over
in silence all that economists have
said about the inevitable outcome
of credit expansion. It seems as if
they have never heard- anything
about the monetary theory of the
trade cycle. :

The Triumph of Keynesianism

For a correct appralsal of ‘the
success which Keynes’ - “General
Theory” found in academic circles, |
one must consider the conditions
prevailing in university economics
during the period between the two
world 'wars.

. Among the:men who occupled
chairs of economics’ in the: last
few ‘decades, there have been only
a few. genuine -economists, -i.ei,
men: fully conversant with  the
theories ' 'developed - by modern
subjective economics. The ideas of
the old. classical economists,  as
well- as those- of. the 'modérn
economists, ‘were - caricatured - in
the textbooks and in the class-
rooms;- they :were - called such
names as old-fashioned, orthodox,
reactionary,- bourgems or. Wall
Street economics. . The teachers
prided themselves on having re-
futed ' for. all- time the: abstract
doctrines - of Manchesterlsm and
laissez-faire.

The '‘antagonism between  the
two schools of thought' had - its
practical focus in the treatment of
the labor union problem. Those
economists  disparaged - as ortho-
dox taught that a. permanent rise
in wage rates for all people eager
to- earn wages is possible only to
the extent that the  per capita
quota of capital invested and the
productivity of labor increases. If
—whether by government decree
or by labor union pressure—min-
imum wage rates’ are- fixed at a
higher. level than -that -at which
the unhampered 'market . would

have fixed them, unemployment
results as'a permanent mass phe-
nomenon.

Almost ' all professors of the
fashionable- universities . sharply
attacked this theory. As these self-
styled “unorthodox” doctrinaires
interpreted  the economic history
of the last two hundred years, the
unprecedented rise.in real wage
rates and standards of living was.
caused by labor unionism and
government pro-labor legislation.
Labor - unionism was, in their
opinion, highly beneficial to .the
true interests of all wageearners
and of the whole nation. - Only
dishonest apologists of the mani-
festly unfair interests of callous
exploiters could find fault with
the violent acts of the unions they
mairitained. The foremost concern
of popular government, they said,
should be to encourage the unions
as much as possible and to give
them all the assistance they need-
ed to combat the intrigues of the
employers and to fix wage rates
higher and higher.

-But as soon as the governments
and legislatures had  vested the
unions with all the powers they
needed to enforce their minimum
wage rates, the consequences ap-
peared which = the = “orthodox”
economists had predicted; unem-
ployment of a considerable part
of the potential labor force was
prolonged year after year, :

The “unorthodox”: doctrinaires
were perplexed. The only argu-
ment they had advanced against
the “orthodox” theory was the ap-
peal to their own fallacious in-
terpretation of ‘experience. But
now events developed precisely as
the . “abstract school” had pre-
dicted. There. was  confusion
among the “unorthodox ”

It .was. at : this moment . that
Keynes published his. “General
Théory.”.:What, a, comfort for the

}embarrassed “progresswes’ " “Here,

at last; . they 'Had’ something to

oppose‘‘to the ' “orthodox”:!view.

The cause of unemployment was
not the inappropriate labor poli-
cies, but the shortcomings of the
monetary and credit system, No
need to worry any longer about
the insufficiency of savings and
capital accumulation and about
deficits in-the public, household.
On the contrary. The only method
to do away with unemployment
was. to increase “effective de-
mand”- through public spending
financed by credit expansion and
inflation.

The policies which the “General
Theory” recommended were pre-
.cisely ‘those which the “monetary
cranks” had advanced long before
and which most governments had
espoused in the depression of 1929
and , the following years. Some
people believe that Keynes’ ear-
lier writings played an important
part in the process which' con-
verted the world’s most powerful
governments 'to .the doctrines of
reckless spending, credit éxpan-
sion and inflation, We may leave
this minor issue undecided. At
any rate it cannot be denied that
the governments and peoples-did
not wait for the “General Theory”
to embark upon these “Keynes-
ian”—or more - correctly, Gesell-
ian, policies.

The Failure of the Keynesnan
: “Revelation” A

Keynes" “General Theory” of
1936 did not inaugurate a new age
of economic policies; rather it
marked the end of a period. The
policies * which - Keynes ' recom-
mended were already then very
close to the‘time when their in-
evitable ‘consequences- would be
apparent and  their continuation
would  be impossible. : Even the
most fanatical Keynesians do not
dare to say that present-day Eng-
land’s distress is an effect of too
much ' saving and ‘insufficient
spending, The essence of the much
glorified “progressive” - economic
policies of the last decades was to
expropriate ‘ever-increasing parts
of the higher incomes and to em-
ploy the funds thus raised for
financing public waste’ and for
subsidizing the members of the
most powerful pressure - groups.
In the eyes of the ‘“unorthodox,”
every - kind of policy,  however
manifest its inadequacy may have
been, was-justified as a means of
bringing ‘about more . equality,
Now this process has reached its
end. With the present tax rates
and the' methods applied: in the
control of prices, profits and in-
terest rates, the system has liqui-
dated itself. Even the confiscation
of every penny earned above 1,000
pounds a year: will not provide
any perceptible increase to Great
Britain’s public revenue, The most
bigoted Fabians cannot fail to
realize that henceforth funds for
public spending ‘must be taken

supposed to profit from. it. Great
Britain has reached the limit both
of ‘monetary expansionism and of
spending.

Conditions in this country are
not . essentially . different. The
Keynesian recipe to make wage
rates soar no longer works. Credit
expansion, on an . unprecedented
scale engineered by the New Deal,
for a short time delayed the con-
sequences of inappropriatelabor
policies. . During this interval the
Administration ‘and the 'union
bosses could boast of the: “social
gains” they had secured for the
‘“‘common man.” ‘But now the in-
evitable consequences. of the in-
crease-in the quantity of money
and deposits have become visible;
prices are rising higher and high-
er. What is going on today in the
United States. is the fmal failure
of Keynesianism.

There is' ho doubt that the
American public is moving away
from-the Keynesian notionsand
slogans. : Their prestige is dwind-
ling. Only a few years ago poli-
ticians ‘were . naively  discussing
the extent of national income in
dollars. without taking into. ac-
count ‘the changes which govern-

ment-made inflation had brought

about in the dollar’s purchasing

'incomes.

from the same people who are|’

power. Demagogues specified the
level to which they wanted to
bring the national (dollar) in-
come,
soning is no longer. popular. At
last.. the “common man” has
learned that increasing the quan-
tity of dollars does not make!
‘Amerijca richer. Professor Harris

still praises the Roosevelt Admin- .

istration for having raised dollar
But such Keynesian
consistency is found today only in
clagsrooms. ",

There are still teachers who teli
their students that “an economy
can lift itself by its own boot-
straps” and that “we can spend
our way into prosperity.”  (Com-
pare Lorie Tarshis; The Elements
of Economics, page 565.) But the
Keynesian miracle fails to mate-
rialize; the stones do not turn into
bread. The  panegyrics ~of the
learned . authors “who, cooperated

in the, production .of the “New |.
.credit’ expansmn

Economics” -merely eonfirm the

Today this form of rea-|

editor’s introductory = statement
that “Keynes could-awaken in his
disciples an almost religious fervor
for his economics, which .could . be
effectively harnessed for the d:s-
semination of the new economzcs. !
And Professor Harris goes on to
say, ‘Keynes indeed had the Rev-
elatlon . (page 5)

There is no use in arguing w1th
people ‘who are driven by. “an al-
most religious fervor” and believe
that their master “had the Revela-
tion.” . It is one of the ‘tasks of -
economics to ' analyze " carefully
each of ‘the ,inflationist plans,
those of  Keynes.and Gesell no
less than those of their innumer-

-able predecessors from John Law
‘down to-Major Douglas. Yet, no
‘one should expect that any loglcal ‘

argument or any. experience coulq
ever: shake: the ‘almost. religious

‘fervor. 'of thosé.who believe in

salvatlon through spendmg and

The' Stockholder's High.Cost of
~ Living—What to do About ll_

(Contmued from page 6)

other “direct. -.connection ‘between
the stockholder’s plight .and the
high cost of living - for. us: .all
Taxes have a way of entering into
the price level, and a govern-
mental budget of swollen propor-
tions, of course, makes it difficul’
to reduce taxes or to keep gov-
ernmental agencies from interfer-
ing with the smooth operation o
business.  Perhaps a good exam-
ple of the latter is the manner ir
which the present Council -of
Economic Advisers to the Presi-
dent has issued repeated warnings
to business .in the past: year or
two, . Most of these were subse-
quently found to be groundless.
but their effect on business in
Wall Street was unfavorable, and
probably. other" businesses suf-
fered also. This Council is now

said to favor preparation to reim-

pose price control, excéss profits

taxes, etc,, the necessxty for which | .

is very much in doubt, The Coun-
cil has apparently never consid-

ered the stockholder’s plight as|.

worth ~mentioning, nor in its
classification’ of the causes of po-
tential inflation has it stressed the
influence of -inflated wage de-
mands from. labor nor the inequi-
ties of the tax structure,

~Malnutrition of capital prob-
ably has many other ‘ultimate
consequences, such as an effect on
individual liberty here, or the set-
ting of a bad example for foreign
nations, etc., but it is not the pur-
pose - of thls brlef article to dis-
cuss these,

What Can Be Done

What can :stockholders: do to
attempt to regain' their rightful
position in the economy? Organi-
zation ‘seems-a necessary step, and
is quite. feasible as stockholders
are sufficiently: numerous, num-
bering according to some estimates
around 15 million. The stock-
holder has for years been the butt
of other pressure groups, and or-
ganization. as a pressure group
seems :necessary in: self-defense.
An established: investor organiza-

tion  (and to become established |

it would require only a fraction
of the total number of investors—
perhaps only 1 miilion) could do
many things. Firstly -and  most
importantly, - it - would have - a
spokesman who could refute the
claims of other groups. The latter
are' constantly gaining the public
ear with their side of the story,
in the press, on the radio, etc..
while. investors have been- almost
completely silent, with the result|B
that the- public may have been

mgramed with the wrong point’

of view on the value of securities
in our American system. Among
other things a powerful stockhold-
ers’ organization' could - do, are

the issuance’of pamphlets, adver-|:
tising in newspapers and on the.

radio, - lobbying in legislatures
(where other blocs, such -as the

‘farmers, etc.; are now well repre= -
sented), retentlon of expert'lega
and other advice'for specific' ac~ -
tions——in ‘other - words, 'see to it
that investors’ rights are properly
considered in all public: problems,
Stockholders should, join organi«
zations which now exist, such as
the Investors League or the Com-
mittee of Investors of America, or

‘if they - do not like" these,- they

should speedily ‘attempt to- form
others.” Stockholders should urge

'the managements of - the com-

panies in which they have invest-
ments to assist stockholder organ-
izations'in any way- possible.. . If
stockholders: continue to take the
attitude that the day after tomor-
row is soon enough to do these
thmgs let them remember Ben=
jamin Franklin’s saying “If we do
not all hang together, .then we
shall all hang separately!”.

Emerson a Director .
At'a meeting of the Board . of
Directors of the Norfolk & South-
ern Railway, held 1mmedlately
after the Annual Stockholders’
Meeting :yesterday (Wednesday),
Willard' I. Emerson, of New York,
and Southport, Conn was elected
a director; Since 1936. Mr. Emer-
son has been a general partner of
Hemphill, Noyes' & Co., Invest-

ment Bankers and Members of the
New York Stock Exchange, He
is a trustee of America’s Future,
Inc.; 'and the Fairfield Country
Dav School,. a ‘member of the
Executive Commlttee of the Cor-
nell . University.: Alumni - Fund
Council. - He is a- graduate of
Cornell’ University and . attended
Cambridge University in England
and Columbia University.

During World War I he was. a
Captain - in - the 311th  Infantry,
78th Division, and received the
Distinguished Service . Cross for
bravery in action.. In World War
1I, Mr. Emerson was a Lieutenant
Colonel. Air Corps, served over-
seas for two years and received
the New York State Conspicuous

Service Cross.

Jennings at Merrill Lynch
(Svecial to THE FINANCIAL CHRONICLE)
CHICAGO, 'ILL. — Robert V.

Jennings  has  become . affiliated
with Merrill Lynch, Pierce, Fen=
ner & Beane, Board of Trade

Building. He was formerly with

Clarence -G. - Troup: & - Co. and
Lamborn, Troup & Co.- §

With Hickory Secuntles

(anecial to THE r'mmcm. C‘B‘RONI.CLI)
_HICKORY, "N... C.~—James " B. ..
Lucas is with Hickory Securities, -:-

Corporatlon 1357 Union Square.:’
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~ Indications of Current Business Activity
i j o fol.lo“fin_g statistical tabulations cover production and other figures for the latest week or month available (dates
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date) :

. ' : Latest Previous Month Year ’ Latest Previous Year
AMERICAN IRON AND STEEL INSTITUTE: Week Week Ago Ago Maonth Month Ago
Indicated steel operations (percent of €PACity) e ________May 16 94.3 91.0 71.3 94,2 | AMERICAN PETROLEUM INSTITUTE-—Month 5
B Equivalent to— it - : p of February: )
teel ingots and castings produced (net tons) 2 ...May 16 - " 1,699,700 1,640,300 1,285,200 1,648,400 Total domestic production (bbls. of 42 gal-
. lons each) 166,596,000 175,828,000 144,637,000
AMERICAN PETROLEUM INSTITUTE: ¥ £ gomestlc crude oil gutputbgll:bls.)________ 155,224,000 163,781,000 134,693,000
atural gasoline -output S. 11,997,000 9,864,
ggg: :‘illn:utgp:{m—daﬂy average (bbls. of 42 gallons each) : x 5,413,450 5,415,400 5,388,700 4,950,700 Benzol oﬁtput (bms.f ! . 28,0 50,000 so,g.o
Gasoline outout (bel ally average (bbls.) ' M. 5,570,000, . 5,517,000 5,475,000 4,803,000 | Crude oil imports (bbls.)__—___ 8,427,000 8,444,000
Eerosine outpus (bblg.; 16,681,000 16,515,000 . 15,735,000 ° 14,526,000{ Refined products imports (bbls.) 6,288,000 5,479,000 .. 5,597,000
- Gas oil and distill te'l 1 2,236,000 2,452,000 2,484,000 ° 1,952,000 Indicated consumption—domestic and export ° i % i
Residual fuel of) o“‘npuge(bg}_}} o, (bhls) 6,932,000 6,831,000 7,586,000 . 5,285,000 (bbls.) 181,813,000 199,763,000 * 169,257,000
| s‘%’“}"? ;t refineries, at bulk terminals, in transit and in Sipe Toaar 9,343,000 8,877,000 9,084,000 7,784,000 Decrease—all stock (bbls.) - oomimomme 575,000. 10,029,000 . 10,579,000
K;:slgde 7?318“,’",’,'2‘5““‘ gasoline (bbls.) at.. 1 111,632,000° 111,128,000 ' 113,261,000 101,674,000 | pyyLDING CONSTRUCTION—U. S. DEPT. OF
5 3,394,00! 12,481,00 10,930,00 ,604,00 > (ix S E)h
g:; o and distilate fuel oil (bbls.) at i és,zzq.gog 34,237,008 32,?38,008 Sg.?g;,gog LABOR—Month of February (in. millions):
ual fuel oil (bbls.) at. 50,829,000 49,572,000 47,959,000 42,539,000| Total construction *$1,220
N - - ] g ‘ * R New construction 959 *1,065
AS:OCIA_TI;)N OF AMERICAN RAILROADS: . ) c P“vitgsxﬁ‘éﬁ%;?cﬁm?dxng (nonfarm) ) “a1s
evenue freight loaded (. ber of cars) 891,638 852,309, 661,807 882,574 i ‘m
) - : . 309 . ) » - Nonresidential building (nonfarm).._.
Revenue freight rec'd from connections ( of cars) May 1 ' 722,781 - 697,419 593,504 718,657 Inde\?st.:ialnl e ;
d ’ : 4 . Mlsin ; ) i Commercial
cml!iE ENGINEERING * CONSTRUCTION, ENGINEERING - NEWS- { RE : : e R o
! e : ; Public utilities ...

R

3

¢3s8 ésww;é sEgsbcliBiEs .

" Total U, 8. construction s : : i
" Private construction May $113,317,000 - $183,253,000 = $93,800,000 . . $95,160,000

6
.+ Public. construction ___
Publ ; May 6' 48,691,000 68,849,000 ' 24,951,000  -41.724,000 >
e hetrnation. ... May 6 64,626,000 114,404,000 - 68,849,000  53:436,000 | - omm R T
Podornt May 6 ° 415353,000 .. 66,553,000 . 54,965000 36,279,000 | -
6

May 23,273,000 . 47,851,000, 13,884,000 17,157,000 3 tety, naval: fncilites)

A . X < AlP other
COAL OUTPUT (U. 8,-BUREAU OF MINES): : " Military and naval facilities

" Bituminous coal and. lignite (tons) : N Highways .
558,000 2,090,000 12,516,000

Pennsylvania anthracite (tons N aoa0. g0 856, 1094, i i Bewer and water.

Behtia oo (tons) 1,128,000 1,162,000 856,000 1,094,000

3 Conservation ' and -development.
‘ ; : ‘ 90,800 263,700 9,900 128,600 - Al other public
] 2 e ; Mi buildi i
DEPARTMENT. STORE SALES INDEX—FEDERAL RESERVE §YS. = P R L " Residential ‘bunding . (hontarm)
- VFBAGLv =10 May E 301 : 296 ! .4 280 i 219 i Nonresidential building (nonfarm)_.___

EDISON ELECTRIC INSTITUTE: b : : s W ' FErL

Electric outpug (in 000 kwh.). ! May 5,087,264 5,042,352 5,032,879 4,653,137 | CIVIL ENGINEERING CONSTRUCTION—EN-.
) ) . i - GINEERING NEWS RECORD — Month of
FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- e : April: : o g " sl
s ET, INC, May 108 : 106 9> 98 To;,a,‘l I{ 8. constru;:tion 55 $777,159,000 $508,096,000 $454,471,900
. . WL : - GEE e rivate construction 391,268,000 220,715,000 ' 213,667,600
IRON AGE COMPOSITE PRICES: . oy : Public construction 385,891,000 287,381,000 240,804,000
“Finished ‘steel (per 1b.) State and Municipal _ ~ 271,005,000 188,288,000 174,821,000
et S o W | e 000 WSOm0 6 5ai oo
Berap steel (per gross ton) $40.42 " $4033 $40.25 $29.75 : :
; : : 3 COAL OUTPUT (BUREAU OF MINES)—Month
METAL PRICES (E, & M. J, QUOTATIONS): 8 ; : % S of April: s
Electrolytic. copper— . : 1Eimmh]musi coal and lignite (net tons)_ 34,631,000 34,016,000 . 41,225,000
Domestic refinery at ; : y ennsylvania authracite (net tons)... -4,436,000 4,928,000 4,279,000
" Export refinery at.. - 2ha0de e 212000 S3anac | Beehive coke (net tons) 197,700~ 320,500 . 437,700
Straits tin (New York) at, L 94.000c 94.000¢ 94.000¢ * 80.000c
. Lead " (New York) at G : 17.5000 17,5000 17.500¢ - 1b.uy0e | COTTON GINNING '(DEPT, OF COMMERCE)
é-fgd (St. Louis) at, : 17.300¢ 17.300¢ 17.300¢ 14.800¢ ~—Final Report For Crop Year Issued May 5:
. ¢ (East Bt. Louis) at, 12.000¢ 12.000¢ 12.000¢ 10.500¢ | .- Running bales (exclusive of linters)...._... . 11,551,738 = 8,517,29%

MOODY’S BOND PRICES DAILY AVERAGES: L . Vit ; | PEPARTMENT STORE SALES (FEDERAL RE-
‘'U. 8. Govt, Bonds____. { ! ! XA ) SERVE SYSTEM —, 1935-39 Average==100)
Average corporate__. :ll(l)g:gg ) i?g% o }?g:gg - N}%:gg ~——Month .ot April: . frtal l

Aaa t 117.80 117.60 117.40 122.50 Adjusted for seasonal variation.
:’_l " 115.82 115.43 1 115.43 : 120.43 Without seasonal adjustment..
B : May 11 . 118.81 111.81 111.44 116.80
R“E‘l ; May 11 105.69 105.34 104.66 110.34 | METAL PRICES (E. & M, J. QUOTATIONS)—
Psaﬁg“%tg‘t‘mp-cmu : May 11 107.80 107.44 106.92 112,37 Average for month of April:
p May 11 113.89 113.89 113.70 11880 | * copper  (per pound)—

Industri . .
Ailinls; Craup May 11 116.41 116.22 116.02 121.25 Electrolytic, domestic. refinery . "21.200¢ 21.200¢ 21.225¢
7 . Electrolytic, export refinery ‘21.534¢ 21.531c¢ 23.315¢ -
MOODY’S BOND YIELD DAILY AVERAGES: s Lead ‘(per pound)-— 3 3 . ” ‘
U. 8. Govt. Bonds May 11 New York 17.212¢ 15.000c 15.000¢
Average corporate May 11 St. Louis. ... 17.012¢ 14.800¢ 14.800c
Aag : May 11 Silver and Sterling Exchange— |
Aa. Silver, New York ‘(per ource) 74.625¢ 74.625¢ 75.653¢6
A Silver, London - (pence per ounce) ” 45.000 45.000 - 45.825.
Baa, ; Sterling. Exchange, (Checks) $4.02614 . $4.02500 $4.02508
Railroad - Group. May 11 +'Tin (per pound)— )
Public - Utilities Group. May 11 New York Straits. 3 94.000¢ 94.000¢ 80.000¢
Industrials Group B May 11 New York, Chinese or 99% 93.500¢ 93.500c 78.900¢c
; y Gold “(per ounce U. 8, price) ... $35.000 $35.000 $35.000
Quicksilver (per flask of 76 pounds).__.. $75.462 $76.000 $85.769
flAntimony  (per pousd)b(i;.‘. & M'd J.)- gg.lZOc d gg(l)ggg : gs.gqoum
k Antimony -.(per pound) bulk, Laredo..... .000c . 3.
NATIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD- t Antimony tger pound), in- cases, Lareod- 33.500¢ 33.500¢ 33.5606
ITY INDEX BY GROUPS—1935-39=100: { Antimony ‘ (per pound), Chinese, Spot. Nominal Nominal Nomipal
Foods Platinum, refined, per ounce... b $92.923 $72.926 $60.885
Fats and oils, tCadmium (per . pound) o $1.750 $1.750
Farm products. ~$Cadmium = (per pound) < 81775 $1.775
Cotton May §Cadmium (per pound) . $1.800 $1.800
Grains May Aluminum, 99% plus, ingo ; 15.000¢ 15.000¢
Livestock : May Magnesium,  ingot (per pound) 20.500¢ 20.500¢
Fuels d May Zinc (per pound)—East St.. Louis_.. b 12.000¢ 12.000¢
Miscellaneous . May ) :
Textiles... May
' " Metals.... A May
'+ Building materials____ : - . f May
; Chemicals. and ‘drugs. A B May
" Fertilizer materials May
.. " Pertilizers._-_._"_:- : 3 May 0
! Farm . "machinery':s 4 3 ; Mav - Industrials (125) ... 2
All groups+combined. DR May S ; X g Railroads (25) ... -
b R e L L ; o 3 : e : - ST vtilities - (25)
N smee Dot LT e A : . i : L Banks (15)
NATIONAL: PAPERBOARD ASSOCIATION: * | - : N P i ; 3 G Bt Mgl .Insurance :(10). _.
. -Orders eceived (tons).... : : ; __May 1 201,340 '\ 181,068 233919 '/ ‘93,682 | Average yield (200)
" Production (tons) May 1 192,731 © . 190,294 186,484~ 181,063
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MONEY IN' CIRCULATION. — "TREASURY -
,DEPT,—As of March 31 (000's omitted)... $27,780,951

MOODY'S WEIGHTED AVERAGE YIELD OF . -
200 COMMON . STOCKS—Month_of April: -
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A *3eq 40’? ; 393, 322 264 egg S g égg pery Ol;‘A?\mgg.s;%.A)ss—l M%ggk?sol (ﬁasrgl?' . . : 4
5 : : 3T : S AR G "I Total operating revenues. $776,616,100" $715,800.641 -$718,650,958
| OM, PAINT AND DRUG REPORTER PRICE INDEX— 90836 o L T I L e DOl e
P T it : i G : ;  Taxes et 882,163,688  §TT.254.840 801,901 460
W:?;L,.E?.,.A.ffmﬂf:c?s_u FORER R OF LADOR —Iieesite; iy e : : ik e Z';:::ucnniriggfm(ees?e}‘f_rf.f?f.rfff §§;Z§3_;333 17,500,000 46,200,000

/a'Eargljvprodur'tx : May 174.6 | UNITED STATES GROSS DEBT DIRECT ‘AND
. Poods : 1o ... May 162.7 GUARANTEED—As of April' 30 $252,315,331. $253,068,069 $257,879,6)4
* Hides'and leather products May ©.166.7 (000's omitted) . )

Fuet and e M 138, Sl 4,612,423 '5352,030 4,311,655
Fue! and lighting materials 'Mg 102.8 . General fund balance X
g~ o i g May. 140.7 Net debt - $247,702,908 $247,715,139 $253,567,960
! 2.173% 2.168% _

Building materials Ma & 2.089%
Chemicals snd allied products MJ Computed annual interest rate. 3

Housefurnishings :goods. May
Misceilaneous ' commodities May

- Percentage of activity. i May"
_Unfilled ‘orders-(tons) at .. e e e May

N

WINTER. RYE PRODUCTION — CROP RE- .
PORTING BOARD U. 8. DEPT. OF AGRI- 2
CULTURE—As of May. 1 (bushels) ; 25,988,000 . 25,977,000

b et e et e e e

Bpecial groups— - - «
Raw. materials. May 7 WINTER WHEAT PRODUCTION CROP RE- B i
% * PORTING BOARD-—-U. §. DEPT: OF AGRI- s Y 2 ‘
Matitachared Drofict o ; ; : ; CULTURE—As of May 1 (bushels) 845,484,000 860,521,000 1,067970,000 | g
All commodities other than farm products. May i *Revised figure. tBased on -the producers” quotation., iBased on the average
All commoalties other than farm products and f00ds ... May of the producers’ and platers’ quotations, §Based on platers- quotations. ;-§Domrestig, .
“*Revised figure. . A C ; . five tons or more but less than carload lot, pecked fi cases, ¥.”'0. b, Neéw York. ™.
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Our Dismal Outlook

(Continued from first page)
and take care of henceforth, but
he turned out-to be merely the
American Taxpayer, and is sorry
they. thought of him. Today we
need to be reminded not so much
of “the forgotten man” as of “the
forgotten land,” which is -what
America has become to most of
the world, including ourselves and
especially our statesmen, I gladly
make a free gift of the phrase to
any of them aspiring to public
office, or perspiring in one, who
has any use for it in the current
political compaign; but they seem
so much concerned with the gov-
ernments of other countries and
so little with our own that most
of them would find it more appro-
priate to speak of America as “the
promised land,” since they have
promised so much of it to the rest
of the-world.

+ I know that the debate on this
question is closed for the present
and I do not intend to reopen. it
here on its merits, It will probably
. reopen . itself as some of the im-~
plications and consequences of the
European Recovery Program ap-
pear with the passage of time, and
it ‘is with these, ‘as they . affect
the" outlook for Americans, that
I am concerned. It is barely a year

-since the Marshall Plan was born, |.

but - its transformation from' a
- scheme of general European eco-
nomic .cooperation and aid,
through the stages of a kind of
cordon sanitaire against Commu-~
nism, to military alliance, rearm-
ament and lend-lease, and finally
1o conscription and mobilization,
has been so swift that we have
hardly had time to throw away
. the newspapers of yesterday con-
taining the last speech assuring
,us that it was a plan to prevent
war and that this stage would
spare us-the next.

OQur Varied Commitments ‘and
Political Arithmetic

So we find ourselves today com-
mitted not only to a vast program
of economic subsidy to European
governments- but to military al-
liance -against. Russia and ‘to a
vast program of rearmament at
home and abroad, for which it was
supposed to' be:a substitute. The
calculations that entered into the
“calculated risk,” as' the pro-
ponents of the -Marshall - Plan
called it, seem to have 'been
wrong, as often happens in politi-
cal arithemetic; but the fact is
that the Plan was a military ‘pro-
 gram from the beginning, It was
. never justifiable on any rational
economic grounds and never had
any chance. of success as a pro-

*-y..) Bram of economic reconstruction.

P

i

It may help. to- fortify . Western
Eurppe temporarily  as ‘a- better
basis for military operations than
« would Dbe possible otherwise, if we
- have time and can keep it up long
_“enough; but it cannot make Eu-
.. Tope . economically . solvent and
self'-gsupportmg under the socialist
DOl_lthal' and economic system that
exists -in every country there.
Thelje has never been a self-sup-
porting socialism anywhere in the
~world, and-it would be too much
to expect that even Paul Hoffman
could make one in Europe with a
few bxll}ons of American money,
thougl} it is very significant that
we tpmk_ he can. Moreover, Com-
munism Is merely the last stage or
the' final form of Socialism, so
that, in supporting  Socialism
abroad we are in fact nourishing
Communism, .

ERP Continues Past Errors A

~ The impox:tant thing about ERP
is that it is a product and a
lqglcal extension of American for-
eign policy during the past 15
years, which in turn is the out-

- come of the ideas and attitude
" that hdve underlain our domestic
economic and political policies

. during this period. It is these ideas

|~ and attitudes, as they are ex-

pressed in our foreign relations
¢ @ﬁﬁ_éyg that-shape the“outlook for
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the future of Americans as much
as any events abroad or anything
that Russia may do.

I doubt that the history of any

of such incompetence, confusion,
waste, futility and disastrous fail-
ure in the management of its in-
ternational ' military, diplomatic
and  economic relations as has
been exhibited by our government
during and since the war. By the
decisions made in ' the -closing
months of the war ‘at Teheran,
Yalta, and Potsdam, .our govern-
ment not only caused the colossal
war effort of the American people
to be completely wasted, so tar
as the purposes of that effort were
concerned, but it gambled away
their security for the future.
There was in these decisions and
policies something more impor-
tant “than mere stupidity and
blundering; there was - almost
criminal betrayal or disregard of
some of the fundamental prin-
ciples and standards of liberty and
justice upon which American life
had been based in the® past, and
which we then professed and still
profess .to- be defending in the
rest of the world, :

‘Our Past Follies

There is _little point, and cer-
tainly no. pleasure, in reviewing
either the follies or the crimes in
this record of our foreign policy
during the past four years, No
one can now undo the economic
or moral damage of the Morgen-
thauization of Germany; of having
allowed our Allies, the Czechs,
Poles and Russians, to drive mil-
lions of people from their homes
in  Eastern Europe; of having
agreed to let our Allies keep mil-
lions of prisoners of war as slave
laborers and  handed our own
prisoners over to:the French to
kill by overwork and starvation;
and. having applied and
strenghened the totalitarian prin-
ciple of collective guilt and pun-
ishment in the.Nuremburg trials,
and sanctioned looting and

slavery under the name of repara-
tions. We. cannot escape the fact
that, while in 1945 we had won a
victory that destroyed the power
of our enemies and had the power
and resources to make a just and
lasting peace, we gave the com-
mand of Europe to totalitarian
Russia by . the: concessions we
made to Stalin’s ruthless ambition
and greed without excuse, by be-
traying our weak ‘Allies and de-
livering them with the defeated
small nations to communist power,
We have done, or let our govern-
ment do these ‘and other things
as wrong and harmful in the past
four years, and what we face to-
day in the Marshall Plan and the
rearmament program i§ mainly
the cost arid consequences of the
error, folly or weakness of those
responsible for our foreign poli-
cies during this period. Most of
these men are still alive and many
of them still in public office, yet
hardly anyone thinks of holding
them’ to' any kind of account-
ab'xlgty, of condemning or even
criticizing - them- for this' record
of failure “and folly which has
meant such catastrophe for Amer-
ica. This indifference is not mere
fatalistic 'acceptance ‘of misfor-
tune; it is an important symptom
of the prevailing public - attitude
toward government and its em-
ployees in this country today,
which shows itself in many other
aspects of public -affairs. It re-
flects, too, the fact that the public
probably still -accepts the funda-
mental ideas that determined our
foreign policies during these 15
years, and forgives the blunders
and incompetence of_ those who
tried to execute them, because it
still believes in these ideas. In the

coming . elections ‘we shall see

date who held high office during
that period, this tolerance toward
those whose general economic and

social ideas many of our people

other country can show a record |

whether, in the case of one candi- |

endorse extends far enough to
cover even treason. .

New Deal Lost the War

The only reason for reminding
ourselves of this record is that
in both its causes and its conse-
quences it is the key factor in
the = situation and outlook in
‘America today. All of the painful
problems we face—those of in-
flation, higher taxation, war con-
trols, rearmament and mobiliza-
tion, and perhaps war, are the
offspring of that record and the
waeas  tnat were behind it; not
merely the result of our bad luck
in those we employed to carry
them out. It may be too much to
say that if we had not had the
New Deal we would not have the
second World War; but it is true
in a deep sense that without the
New Deal we wouldn’t have lost
it. If we hadn’t believed so much

ment—ig government at home,
and world government abroad; if
we hadn’t believed so much in
the magic of government money,
in the delusion that dollars would
buy anything, including freedom,
peace, prosperity and security for
the rest of the world, we wouldn’t
have lost the war; and if we
hadn’t been'defeated, as we were,
in ' the purpose for which" we
fought it, we wouldn’t today be
facing a Marshall Plan and all
the other problems I mentioned
that it implies, It is eonvenient
and easy to blame these problems
on Communism, but our most
dangerous enemy . has: been: our
own errors, delusions and stupidi-
ties,of which we should nof com-
plain that Uncle Joe took full ad-
vantage, and still does. All the
20 billions we spent in aid abroad
in the period since the war was
suspended, most of which ended
up -in his hands or’ strengthened
them, is part of ‘the testimony to
the truth of this, and there  is
much more to come as we begin
to realize some of the implications
and complications of the European
Recovery or Rearmament Program
for our own economy.

Marshall Plan Outgrowth of
. Keynes and New Dealism

The most important fact about
it is that it is an attempt to apply
on'a permanent and.systematic
international basis the economic
ideas about the duty and &apacity
of government to underwrite and
maintain the purchasing power of
the market' which have ' guided
our domestic policies during the
past fifteen years, and which we
tried out in our foreign: policies
since the war in a somewhat
piecemeal and uncertain: fashion.
These ideas, which the New Deal
medicine men invented, developed
and implemented with the inspir-
ation’ and aid of John Maynard
Keynes' are generally  accepted
and supported - by all ‘groups of
the - American public today, as
they are abroad in.the socialist
countries ‘'whose ‘ economies ' are
based on them. - So there has been
practically no opposition ‘to the
Marshall Plan as a publie spending
program ' to- prevent the . usual
postwar deflation and maintain
prices, wages and employment in
this country—all popular purposes
for everyone at any time, and es-
'pecially for- political -incumbents
in an election year.
began in the past year as a tempo-
rary anti-deflation measure has
been swiftly transformed and ex-
panded by, circumstances and
events, or by design, into a per-
manent and comprehensive eco-
nomic . and ‘ military ' program
which involves the restoration of
a war economy and probably its
extension: -on a . considerably
broader scale than we. saw last
time. 3 j

Whether the circumstances or
the design were more important

in this development is doubtful
and:- unimportant. The appetite
and drive for more power is al-

\

in the, great illusion of govern-|

But what|

ways present in government, and

|has.been richly fed and stimu-

latéd in this country during the
past decade or two. But experi-
ence as well as theory has proven
that whenever government under-
takes to underwrite the market
for business and labor by public
spending policies, the inescapable
outcome is more and more com-
prehensive control of the econ-
omy. These policies won’t work
when the -market for commodi-
ties, labor. and money. is left in
any measure free.  They always
break down' through uncontrol-
lable inflation .and collapse of
production, and so every country
that has based its policies upon
the principle of supporting  the
market -by government spending
has become sooner or later a com-
pletely controlled or planned
economy, with the State ulti-
mately opérating or owning most
of the business and employing
most of the labor.

Internationalization of Our.
- Economy

Whatever its military justifica-
tion or significance may be, this
is. what the Marshall Program
means for our domestic economic
outlook. In effect it internation-
alizes  the - American ~economy,
opens: it to practically unlimited
drain upon its manpower and ma-
terial ' resources for purposes of
supporting - the ‘capacity or’ de-
fending the power of foreign gov-
ernments to underwrite and con-
trol their markets, and so makes
our economy inevitably subject to
government: control much more
comprehensive ; than . we. saw -in
the recent war., In the event of
overt war such . control ‘will- of
course be prompt and complete,
and, starting from where we-left
off three ‘years.ago, the. conse~
quences -will almost - certainly
make it -permanent. But whether
or-not ‘conflict becomes active, it
it clear that this‘country is. al-
ready ‘returning fairly rapidly -to
the : compulsory ' collectivism and
controls. of a war economy, from
which it will not soon escape, in
consequence of . foreign  policies

.| which sacrificed the fruits of vic-

tory, fed the political appetite for
power, and were founded on the
fallacy of supporting : the  con-
sumer market at home and abroad
with public money. Naturally the
statesmen who determine our des-
tinies - deny  ‘that = these 'conse-
quences were intended, or dis-
claim responsibility for them, or
deplore them as a necessary evil
temporarily to be endured for the
defense of democracy or free en-
terprise abroad; but these pious
protestations and regrets do .not
retard their relentless realization,
nor, does anything .in the public
attitude toward them so far. =
I have taken so-much’ time to
talk of  these ' things ' because
everything about the current eco-
nomic and political situation in
this country, as well as its free-
dom  and. safety for the future,
revolves around this cruel dilem-
ma.or trap in which we have let
ourselves be caught; yet it is im-
possible to foresee or even im-
agine the outcome. ~So far as fu-
ture conflict with Russia ‘is con-
cerned, I have always believed
that her opposition to the Mar-
shall' Plan, as well as all of her
policies in the United = Nations
since the war have been designed
to incite and ensure its*adoption,
for-if she had to devise a strategic
plan - calculated -to.  harass and
weaken the United States it would
be impossible to invent one more
advantageous than. the - Marshall
Plan and its forerunner, the Tru-
man. Doctrine. By them we have
been maneuvered into a position
that commits us to' an unlimited
economic and military war expen-
diture on innumerable, constantly
shifting fronts all:over the world
for: an indefinite - time, through
which Russia can slowly drain
away - our- resources, bleed this

country to death, and impose upon

us a form of totalitarian collectiv-

ism sufficient for her purpose al-
most without firing a shot or
emerging from.behind her iron
curtain or out of her cave, until
she feels we have been so weak-
ened and demoralized that she can
safely move .in for the kill and
take over what she wants, which
she knows she has no power to
do now, or for some time to come.

Use of the Atomic Bomb =

- It was realization of this that
moved me twa years ago to sug- .
gest the use of our power with the
atomic bomb to persuade, compel
or impose disarmament upon Eu-
rope and Russia rather than.let
matters drift till we ended with
the rearmament program we now
face, and the prospect of exhaus-
tion, inflation and regimentation
which it implies; but all I accom-
plished was to win second place
on Mr. Vishinsky’s honor list of
war mongers. The American pub-
lic was not ready for anything
1Kke inat tnen, and now it is too
late.  As matters stand we are
compelled and irrevocably com-
mitted to settle our conflict with
Russia in the most expensive, pro-
longed and difficult fashion, and
though it will probably finally
defeat her and undoubtedly create
an enormous-amount of “purchas-
ing power” here and. abroad, if,
will leave America as well as Eu-
rope with less freedom and less
prosperity and less security tham
‘before, j : =

Grafting -Socialist - Government *
‘Will . Waste- Qur.- Wealth: -

Most of our surplus purchasing
power which the. Recovery Plan
supplies to Europe will be ab-
sorbed. by the “burdens of arm-
|ament, conscription and bureauc-
racy, and the waste, extravagance
and graft of the socialist govern-
ments that'dominate all of Europe
today, ‘and ‘which can’remain in
office only' if they: can avoid or
defer 'deflation. by .. maintaining .
complete economic control and
underwriting . their  consumer.

market with American . money.
- Success -in - attaining ‘any 'of the
economic  goals of ‘the plan :in
terms of ‘production was always
unlikely ‘or . impossible beeause
there is not enough power, man-
power and materials available for
1t since the economic balance be-
tween  Eastern and Western Eu-
rope was destroyed by our policy
toward Germany; but the rearm-
ament - and remobilization .of.
Western Europe now makes .its
failure as an economic -program
certain, Of all the forms of py-
ramid  building that X politicians
have devised to underwrite con~
sumer purchasing - power, arm-
ament and conscription put. the
severest strain on economic re-
sources and involve the most. com~
prehensive controls of the econ-
omy because they make such ex-
tensive - demands- on  materials,
equipment and manpower. .
Inflating” Politics ‘

Whatever may happen in Eu-
rope or the rest of the world as a’
result, the incurable ' disposition
of politicians everywhere to gov—-
ern by putting public  money .in
the pockets-of their people, and
then protecting them  from . the
‘consequences by taking control of:
their economic affairs. thereaffer
—as well as our tendency to aid
and -abet everybody abroad who
wants’' to continue governing on
that principle~has left Americans
facing some - painful  problems in
our - economic 'affairs  here  at
home, beneath the pleasant sur-
face ‘which- the situation presents
to us these days, i Ry

Of these  the first and most
formidable ‘is whether and. how
we can control and overcome. the .
consequences of the chronic and
acute -inflation in which we are’
caught as a result of the war and”
of ‘the foreign and domestic poli--
cies we have pursued since. We
should make no mistake -about
this. We are now in the most pow-
erful, pervasive and comprehen-
sive. inflation process the world

has probably ever experienced,
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and the fundamental fact.about it
is that it is primarily - a political
inflation, an. inflation of govern-
ment, by government and for gov-
ernment, a -product of political
ideas and pufposes, 4n instrument
of the foreign and domestic poli-
cies I have described, rather than
of economic factors over which
business ‘management has much
* control. g :

It is not merely, as we some-
times ‘assume, that an immense
amount of fake money was manu-

" factured by deficit financing and
monetizing - public' debt * during
and since the war, and distributed
abundantly here-and -abroad- to
support or force consumption, and
maintain’' and expand the power
of government to plan and man-
age the economy. " The éxercise
of that power itself has every-
where diminished or retarded the
growth of- productivity, discour-
aged or ended savings and invest-
ment, reduced  the rise-in- the
standard of living which would
otherwisé have beén possiblé; and
fostered class and industrial .con-
flict. : e T Ly
Lo " -We Are-Really Poorer =
71t is a delusion to suppose that

- the ‘world or thé United States ‘is
richer as a result of the war:and
the inflation that followed it, be-
cause prices, wages .and . incomes
haye risen so much.. Not only is
s production . and. ' productive
power less than they would -have
been, -hecause .of the:destruction
of wealth and life it entailed; but
in this country: alone, -as:a result]
of the shrinking value of the dol-|
lar since 1939 Americans have al-
ready- lost: nearly a’ third -of all
their "savings; 'in bank' deposits,

- life - insurance* and ' 'government
bonds—much more than: they-lost
in the bank closings of the Great
Depression; ‘which you remember
has been ascribed to government’s.
failure to underwrite the consum-
er :market;;and. maintain - wages
‘and_prices. *-One can‘see no- end
.to this process if current policies
and plans ‘of public spending and
the prevailing public attitudes to-
ward it continue,;and . the Euro-
pean recovery and ' rearmament
program -alone means: its indefi-
nite prolongation and expansion,
for there is no' possible way ot
putting limits to it, when foreign
events.control, and Russia calls all
the turns in- the dance, and we
must pay. the piper. . Vi a el

‘Not ‘much. more' can be. said
‘about. the: business situation ‘and
outlook in this eountry today. In
almost every respect it is' shaped
by persistent. and pervasive infla-
tionary. forces which are domi-
mnated by * government * spending
and. controls,- which ‘in- furn. are
determined. by international con-
ditions ‘and  our- policies " toward
them. . Nothing in the picture in-
‘dicates’ the 'prospect ‘of ;any- im-

. portant change in these factors or
their effects upon .wages, prices,
‘employment; . 1abor.. 'conditions;
consumption or investment in'the
mnear_future. » At the beginning of
1ast year . there. were - signs-that
the gas in the.postwar (inflation
boom. was- giving ' out; until ‘the
s proposal, of .the TrumaniDoctrine.

--and’ the Marshall Plan: put forth
. the promise ‘of “another; spell  ‘of
government spending and  forced
consumption, and delay in placing
.the orders -and getting’ out . the
ehecks has' caused some slacken-

- ing of activity in certain-lines in

- recent months; -but these fluctu-
‘ations only emphasize the extent
to which our'economy has become

_governmentalized as well .as in-
ternationalized - during the past
‘fifteen years by prolonged addic-
tion to the dope of public spend-
ing. . s 1

: Shots in the Arm Must Be
.~ Increased - -

‘It 'is misleading to suppose, as
the official soothsayers and eco-
nomic medicine men on the Po-
tomac would. have us, that the
‘additional dose administered by
the foreign recovery and rearma-
ment program is so small in com-
parison with the current annual

gitized for, FRASER:*
{p://fraser.stlouisfed.org/ . . ... ...

consumption * of public money.
measured- by the national income’
figures that.it can’t stimulate the
ecoriomy very much. We. know
that when an economy becomes
dependent upon this kind of drug
the shots in the arm usually have
to be ever larger and more fre-
quent; but in the present.sityation
the patient’s system i$ so satrated
with- it, ‘we are s0- close to the:
ceilings of production capacity
and. manpower, and there. is so
little slack. in at least nominal
employment and machine time in
many lines that the' additional
dose 'will probably have an effect |
out of proportion t6 its size.” Be-
sides, we are only at the begin-
ning of this spending spree; the
medicine is weaker because the.
value of the dollar has been di-
luted, and since the patient’s
safety is at stake, the doctor will
not ‘be able ‘to limit the dose or
deny him the bottle any more.

- Sowe-may expect prices and
‘wages: to .continue ' rising, - with
variations . and fluctuations -as
government . - intervenes . in . the
market ‘in. one-way or another:
from time to time, until compre-
hensive controls are restored. Af-
ter* election, .too, we shall prob-
ably.begin to.run Federal deficits
again and taxes will be raised.

where we " left off " last- time ‘all
these “things will 'be on a new

and more the character of capital

ment’ controls will ‘develop’ into
allocation and--direction” of ' labor
and- goevernment fixing of wages.
Rationing of - eonsumption, -com=
pulsory-saving and direction of in=

this: great . game of government
planning which is being resumed,
even under the auspices of a Re-
‘publican Congress, and before an

‘that- the relics of the New Deal
will be relieved of office, \.+% ;*'

All these things are in the cards
because they are a logical and in-
evitable sequence of government-
izing "and _internationalizing our
economy which has been proceed-
ing steadily - during the past 15
years er-more, All political parties
and all groups in the country have
participated -in that process::in
some’ way and some degree; by
demanding or depending upon the

-advantages of some aspect of pub-,
lic expenditure ‘or. control.. Since-
one .cannot. expect public em-
ployees.or officials to oppose such

as this process-involves, the com=
bined  pressure. of this universal

spending or of public indifference
to and ‘ignorance' of. its conse~
quences has: been too' much: for
any free market economy to stand
—even one as Vigorous as ours.
It is.a kind of natural law that

dle :more. than a quarter of a.
country’s income it inevitably be-
comes the controlling or dominant
factor in the whole economy, and
it is: impossible for anything ‘like

meodities, dabor. or capital to:sur-

the' surface. The idea of free en=
terprise. .has survived. as a sub-
ject for sentimental speeches -and
advertising "slogans ' and = educa-

that ‘real and effective economic
freedom has largely disappeared
in the United States, as it has else-
where in.the world, and it will
require a drastic revolution of
thought and action to restore it.

-To many ardent devotees and
crusaders for democracy and free-

-| dom abroad it has become mainly

or merely a’ matter of. electoral
machinery, of freedom to choose
the particular form of slavery, the
special mixture of government
controls and subsidies, which
| seems most convenient. or com-
fortable or fashionable at the
moment.-By a strange inversion
or perversion of thought, liber-

,alism, in which all the best people

Since -we ‘shall. be starting ‘about’

level.” Taxes will- take on more-

levies, and’ production ‘or employ- |

vestment are-also in the cards in’

election in which it is.expected

apparent or- immediate benefits or |

expansion of power: and activity |

dependency. " upon ' government |,

when . government begins to han-

a free competitive market in com--

vive, ‘except at the fringes -or on |

tional campaigns;. but the fact'is’

believe, has 'become any policy

-which promeotes larger spending

of public money and more State
control "-of .individual ~initiative, |
effort, enterprise, income, savings,
investment and consumption. It
sometimes seems these days as if
what we and most of our Euro-
pean allies against Communism
really object to in it is mainly its
bad ‘manners, disagreeable cus-
toms, ifs unpleasant public offi-
cials and its excessively simple
voting system, and not its eco--
nomic. ideas and  institutions, or
its attitude toward the economic
freedom of the individual,

When' we consider these things,
our international policy during
the 15 years is much more con-
sistent’ than it seems. After all,
the now prevalent idea that this
country, the richest and most
productive, -cannot get along' or
even survive without supporting
the rest of the world is merely an
extension of - the generally ac-

‘cepted assumption that the pros-

perity and security of the Ameri-
can-.people now -depends upon
support and control by their gov-
ernment;. We : must .realize: that|
along with. the' domestic and in-
ternational. collectivizing of our

economy has gone a correspond-|

ing ‘governmentalizing and inter-
nationalizing -of = the American
mind; which has moved more and

more -of .our: people among -all

groups:-to-think in terms of State
power; -responsibility . and - action

| in-connection’ with all important

problems of life that arise at home
and abroad. s
‘These"are some: of the condi-
tions  and tendencies that 1ié be-
neath. the problems of public and
‘industrial rrelations ‘which pre-
occupy -so-many among business
management . in - these:. days of
labor disorder and political diffi-

‘culties. It is-beyond the scope of |

this “discussion to - consider how
they. could be met or  whether
some of the current efforts to deal
with them are adequate. If it were
only or mainly a question of more
effective handling of ‘the human
aspects..of employment..relations
in- the individual plant .or com-
pany they would not be so baffling.
There are fairly well known and
successful techniques of personnel
administration which have been
developed - ‘and - could . be ' more
widely -applied by business
leadership, :and they  doubtless
‘would - be . helpful - in - promoting
more- harmonious. management-
dabor relations; but I believe the
problem - inyolved  is.  broader,
‘deeper.-and more  difficult than

9, 1L

‘Psychological Elements in Labor
© 7 1 Trouble S
For one thing, research indi-

cates . that a  large part of the

friction in labor relations, and
possibly: much of the. public atti-

-tude toward industry, has its roots

in frustrations, conflicts, malad-
justments and other psychological
factors ' which: arise from condi-
tions - outside the work-place or

| the ‘company, in family and com-

munity relations and other ele-
ments in the .social environment
of the individual over which the
employer or industry itself has no
control or influence—or noné that
it is now aware of. There is some

understanding of what these fac-
fors that affect the behavior and |

ideas of great masses of employees
toward employers, and how they
have developed with the growth
of our industrial civilization and
the disintegration of the influence
of such powerful social institu-
tions as the family, the church,
and the local community. It is
obvious that business alone can-
not deal with them, and it doesn’t
know what it could do  about
them beyond .the effect that the
policies of individual. companies
may have on their own employees,
or their relation to the communi-
ties in which they operate.

The methods and devices that
have been developed and tried in
attempts to shape general public
opinion and policies toward busi-
ness are probably not harmful in
most cases, but it seems to me

very doubtful that they haye had
any‘very: large or lasting effeet
upon attitudes and ideas toward
employers. and business enter-
prise -among the mass of the|
American people. In fact the
evidence is rather that business
has lost a great deal of ground
during the past two decades so
far as their-interest, esteem and
sympathy, ‘and ' any broader un-
derstanding of the meaning and
importance of a free competitive
capitalistic .enterprise economy
are concerned, though during this
period business and industry have
tried to present themselves. and
their operations favorably to the
public by every known publicity
device and under the direction of
the most skilled agencies,

There are probably many
reasons why business has failed
to make. the public love it. for
this, but we don’t know much
about them yet.

- Deep -beneath  the . prevalent
public attitude toward business I
believe; there - lie those funda-
mental conditions and tendencies
I.have called the governmental-
izing and internationalizing of the
American economy and the
American  mind, the: spreading
faith in the unlimited power, re-
sponsibility, wisdom and benevo-
lence of government and public
officials, - in .their .intrinsic altru-.
ism, and in the potency-and .vir-
tue of the public, money which
they .dispense, like holy water, at
home and abroad, to which no
taint of self-interest attaches and
which cures all ills and evils. It
is not merely that the capacity of
business to satisfy their needs-and
desires, automatically, without ef-
fort, sacrifice ‘or risk, is taken for
granted, but that government, or
the  State -has become more or
less unconsciously - the. great . dis-
interested, idealistic and benevo-
lent force that somehow, espe-
cially by the ‘spell of public
money,; commends and directs the
magical productive power of mod-
ern -industry and technology for
the ‘welfare of the public—and of

| through “such a process of ‘finan-

cial, economic and moral insol-
vency as we have seen taking
place among the governments of
Europe (and which we are trying
to. postpone by our aid programs);
but that is likely to leave little
behind upon which a free busi~
ness system could rebuild “itself,
save over a long time. To avoid .
that outcome and overcome the
drug-habit of government which
leads to it will require a vast and
powerful effort to revitalize the
force, and .faith of individualism
in the economic and political life"
of the American community, and
the patriotism which is its coun=
terpart in international relations,
Such an “effort must begin not
among the masses, as' we comw
monly assume, 'but at the top,
among the comparatively small
group in the community, includ-
ing business leaders, whose atti=
tudes and ideas and actions final«
ly shape the form and -pattern of
opinion and feeling.and provide
the. inspiration and example for
the many among the publie. It is
among these that the domestic and
international collectivist moves
ment has had its most important
victories  and its'strongest allies,
and it is there that the cause of
individualism:and patriotism, the
coming struggle against the Su-
preme State, both national and in-
ternational, - will “ultimately ' be
won or lost.. We must not expect
or depend upon the man inthe
street to win it for.us, v

G. Brashears Adds .
(Special to THE FINANCIAL CHRONICLE) =/
LOS ANGELES, CALIF. — G.
Brashears & Company, 510 South
Spring Street, members of the
Los Angeles Stock Exchange, have
added -Afred H. Raines to their

staff,

With Coburn &
Middlebrook .

(Special to THE FINANCIAL Cmomt.;m)
HARTFORD, CONN.— George
F. Johnson III is with Coburn &

the world,:too; where America is
concerned. . . .

This - deification of their gov-
ernment = and subordination of
their business system in the mind
of the American people, both in
relation ‘to ‘their community  life,
and now in relation tothe rest of
the world, seems to me the root
of ‘what iwe call’ the public rela-
tions problem of business, and its
effects can be overcome only by
attacking it at the root, by expos-
ing the clay feet of the modern-
day god of government, by de-
stroying the new delusion or. su-
perstition -~ of the . omnipotent,
omniscient providential State
which has subjected the minds of
millions to its spell. :

‘This 'is no time to ‘consider
whether or how that can be done,
and how business leadership can
help. Painful experience may ul-

Middlebrook, ‘37, Lewis Street,
members of the New York Curb
Exchange. o

With C. E. Abbett & Co.,

(Special to THE FINANCIAL CHPONICLE) :

LOS ANGELES, CALIF.—Lon
Amick is with C. E. Abbett &
Corgpany, 3277 Wilshire . Boule~
vard. y A

" Oscar A. Schwabe Dead
Oscar A. Schwabe, an associate
of Kuhn, Loeb & Co. for 38 years
until his retirement in 1942, died
after a brief illness. within twe
days of his 70th birthday. :

With Frank D, Newman Co”

" (Special to TuE FINANCIAL ‘CHRONICLE)

MIAMI, FLA.—Mrs, Marion H.
Taylor has. joined the staff of
Frank D. Newman & Co., Ingra

ham Building.

timately = do most of - the job

When you want to CIRCULARIZE the Invesiment

“Firms in the United States and Canada, Remember Us!

We have a metal stencil in our mailing department
for every firm and bank ‘listed in “Security Deslers
~of North.America” arranged alphabetically by States
and Citles, and within the Cities by firm names.

{ This list is revised daily and

up-to-the-minute service avallable,

Our  charge for addressing complete list (United
. Btates or Canada) Is $5,00 per thousand.

BPECIAL: N, A, 8. D. LIST (maln offices only) or
selected Btates or Citles $6.00 per thousand.

All addressing completed within 24 hours.
We can also supply the list on gummed roll labels

»t 8 small additional charge.

offers you the most

.

r~

HenseRt D. SeiBeRr & Co., ING:

25 Park Place .

REctor 2.9570

New York 7, N. Y.~ )
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- Securities Now in Registration

® [INDICATES ADDITIONS SINCE PREVIOUS ISSUE

Air Lanes, Inc., Portland, Me. ) N
April 26 (letter of notification) 10,000 shares of preferred
stock and 10,000 shares of common. Price—Preferred,
$10 per share and common 1 cent. For plant and equip-
wment-costs and working capital. Underwriter—Frederick
€, Adams & Co., Boston. :

® - American Broadcasting Co. (5/17)

May 6 (by amendment) filed 500,000 shares ($1 par)
<common stock. Underwriter—Dillon, Read & Co., New
York. Price by amendment. Proceeds—To pay off in-

debtedness and expand television services. Business— :

‘Broadcasting network,

. ® American Coach & Body Co., Cleveland

May T (letter of notification) 10,112 shares ($5 par)
<ommon_stock. 'To be sold at $12 each to Robert W.
Hadley, President of the company, and Harold F. Smith,
Areasurer, for working capital. - No underwriting,

.® American Loan & Insurance Co., Hamilton, Ohio
May 3 (letter of notification) 1,944 shares of 6% non-
‘eumulative preferred stock (par $100) and $100,000 of
debenture -notes, - To finance small-loan and discount
business. . : '

Ampal-American Palestine Trading Corp., N. Y.
April 7 filed $10,000,000 10-year 3% sinking fund deben-
- tures. Underwriter—Name to be filed by amendment,
if any is used. - Proceeds — $5,000,000 in mortgage loans
for construction of housing in Palestine, $2,500,000° in
Yoans to transportation and industrial cooperatives, and

42,200,000 in loan to Solel Boneh, Ltd., for public works,

‘Anchor Steel & Conveyor Co., Detroit
+April 19 (letter of notification) 100,000 shares ($1 par)
<ommon stock for company and 20,000 shares for Frank
J. Shude, President. ' Price—$2.50 each.. Underwriters—
<. G. McDonald & Co., Detroit and Investment Securities
‘Co;; Jackson; Mich. For working capital, : ‘

Angus Mines, Ltd., Montreal, Canada

‘I"eb. 12 filed 600,000 shares of common capital stock ($1 .

" par). . Underwriter—James A. Robb, 70 Pine St., New
CY:o;rk. Proceeds—To develop gold prospects.

Bankers Fire & Marine Insurance Co.,
Birmingham, Ala. .
"April 27 (letter of notification) 25,845 shares of common
stock. Price—$8. To be sold to existing stockholders.
only. To increase capital and surplus.’ No. underwrit-

Bareco Oil Co., Tulsa, Okla. (5/18) $ ol
<April 26 filed 162,435 shares ($1.par) common stock.
Underwriter—Kebbon, McCormick & Co., Chicago. Price
C——°$7 each. Shares are owned by the Phillips Petroleum

#  Bayshore Industries, Inc., Elkton, Md.

May 3 (letter of notification) 1,000 shares ($100 par)
.preferred stock. Price, par. For working capital -and
Pplant expansion. No underwriting, -

" Bristol-Myers Co., New. York (5/14)
April 23 filed $10,000,000 20-year debentures: Under-
‘writer—Wertheim & Co., New York. Price and interest
xate to b filed in an amendment, . Proceeds—To pay off
dank loans and improve working capital position.

~" . California Electric Power- Co., Riverside, Calif.
May:3 filed $2,500,000 first mortgage bonds, due 1978;
I;[ndgrw'ritgrs—Names to be determined by’ competitive

2, bidding,  Probable bidders include: Blyth & Co: Inc.;
Halsey, Stuart & Co. Inc.; Kidder, Peabody & Co.; Har-
riman, Ripley & Co. Proceeds—To. retire bank notes
and for construction. ) P e

®. Casablanca (H.), Inc., New York

May 7 (letter of notification); 25,000 shares of common
stock (par $6.50). Price—$9 per share, Underwriting—
none, Expansion, etc,. .. ... . AR g i o

‘Central Maine Power .Co.

Nov._ 10 filed 160,000 shares ($10 par) common. Undér-‘
writing—Company called for competitive bids Dec, 8, .
4947 and only one- bid, that of Blyth & Co., Inc.-and’

-Kidder,
by. the
writing commission. Now expected on negotiated basis
through Blyth & Co., Inc, Offering—To be offered to 6%
tpreferrgd and common stockholders for subscription on
-the basis of one-half share of new common for each pre-

Peabody & Co. was submitfed and was rejected

r it <. . DOSTON P ITTSBURGH  CHicaco
\ Y W 7Y AT s " " = ¢
o }:ﬁ SO PBrivate Wires'to &b{?im in other Principal Cities

company. They. bid.$13.75, less. $1.75 under--

ferred share and one-tenth share of new common for

each common share held. Price by amendment. Pro-

eeeds—For construction and repayment of bank loan§.
X v

‘Central Power & Light Co.

property additions and expenses. On April .15, SEC de-
nied effectiveness of registration statement, \

' Central Vermont Public' Service Corp. _
March 30 filed $1,500,000 Serics E first mortgage bqnds
and 360,000 shares (no par) common stock. Underwriters
of common. by amendment (probably Coffin &  Burr).
Bonds to be placed privately. Proceeds—For a construc=
tion program and repair of flood damages. C

.- Century Steel Corp., Hollydale, Calif.

Noy. 10 filed 4,000 shares ($100 par) common, Under-
writing—None. Shares will be sold at par by directors,
Proceeds—To purchase rolling mill, equipment and for
working capital. - . .

' Challenger Airlines Co., Salt Lake City, Utah
March 1 filed 600,000 shares ($1 par) common stock, of
. which 400,000 are being sold for the company and 200,~
000 for the account of Claude Neon, Inc.- Underwriting
—None, Price—$2 a share, Proceeds—For equipment
purchase and general funds. )

®  Chicago Fruit Auction Co. :
May 6 (letter of notification) $300,000 of )
($8 par). Price—$10 each. For working capital. No
underwriting, ; . P ;

Clinton (lowa) Industries, Inc.
March 26 filed $7,000,000 15-year debentures, due 1963,
Underwriters ~— Smith, Barney & Co., New York and
Newhard, Cook & Co., St. Louis, Mo. Proceeds—To re~
pay a $1,500,000 bank loan to J. P. Morgan & Co., Incor-
porated and purchase outstanding stock of American
Partition Corp. and its sales affiliate. . Indefinite.

Clinton (Mich.) Machine Co. ; ‘
April 15 (letter of notification) 10,000 shares of stock
to be sold at $5% each (market price), for selling stock-
holder, Underwriter—Charles E, Bailey & Co., Detroit.

Consolidated Edison Co. of N. Y., Inc..(5/18)
March 1 filed $57,382,600 of 3% convertible debentures,

due 1963. Convertible into common stock at $25. Offer- .

ing—Common stockholders of record May 20 will be
given right to subscribe for debentures in ratio of $5 of
:debentures for. each share held. ‘Rights will : expire

June 8, Underwriting—Unsubscribed debentures will be . -

offered at competitive bidding. Probable bidders; Mor-
gan Stanley & Co.; Halsey, Stuart & Co. Inc.; The First
‘Boston. Corp. - Proceeds—To redeem 273,566 shares: of
outstanding $5 cumulative preferred stock and to reim-
burse treasury for expansion expenditures,: &c.
Bids for the underwriting of the debentures will be
received up to 11 a.m, (EDT), May 18, at office of com-~
pany, 4 Irving Place; New York City.

. Consolidated Vultee Aircraft Corp.
-May 5. filed 1,159,849 shares- ($1 par) common stock.

Offering—To be offered present stockholders at the rate. -

of one new share for each one held. Atlas Corp., holder
of 114% of outstanding consolidated stock, will exer-
cise its subscription rights to purchase enough stock to
assure Consolidated a return of $7,000,000 from the stock
offering. ' Underwriting—None.  Price by amendment.
Proceeds—Added to'general funds for manufacture of
commercial transport planes, Y "

Consumers . Cooperative Assoc., Kansas City,
.- . . Missouri : SR

Oct. 16 filed $1,000,000 4% ‘non-cumulative common
-stock ($25 par); $4,000,000 of 314% certificates of in-
debtedness ' cumulative; ‘and  $1,000,000 of 1% % loan
certificates cumulative,  No underwriting.” Offering—To
the public. Common may be bought only by patrons and
members. Price—At face amount. Proceeds—For acqui-
sition of additional office and plant facilities.

Crampton Manufacturing Co. /
Feb. 5 filed $600,000 first mortgage 5% % sinking fund
bonds, due 1966, with warrants to purchase 60,000 shares
($1 par) common stock. Underwriter—P. W. Brooks &
Co., Inc.,, New York. Proceeds—To retire secured in-
deb't{:dlness, finance inventories and supplement working
capital. - :

PACIFIC COAST

AND

HAWAIIAN SECURITIES

Direct Private :Wires

Dean'WiTTER & CO.
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Derst Baking Co., Savannah, Ga. - - '
April 30 (letter of notification) 14,750 shares of 6%

_cumulative preferred stock:($20 par). Price—Par. Un-~.

derwriter—Johnson, Lane, Space & Co., Inc., Savannah.

i .- To construct a new bread plant. - - -
Nov. 21. filed 40,000 shares ($100 par) cumulative pre- :

ferred. Underwriters—Lehman Brothers; Glore, Forgan
& Co., Dewar, Robertson & Pancoast. ' Proceeds—For -

Dixie Fasteners, Inc., Chattanooga, Tenn.
April 14 (letter of notification) 75,000 shares of class B

* common stock (no par) of which 45,000 will be offered
“to the public at $1 each. For additional working capital,
 machinery and equipment, i ; )

‘0 Dryomatic Corp. of America, Baltimore, Md.

May 4 (letter of notification) 23,000 shares (50¢ par)

- common stock. Price—$3.75 each. 'Underwriter—Mit~
- chell-Hoffman & Co., Inc., Baltimore, ‘For working cap-

ital, .

®  Dulany (John H.) & Son, Inc. ¢

May 4 (letter of noitification 3,000 shares of Class A 6%
cumulative preferred stock ($100 par)." Price, par. For
working capital. No underwriting, . ek

Equipment Finance Corp., Chicago, III. L
Feb. 26 filed 15,000 shares ($100 par) preferred stock.
Offering—To be sold to.employees and officers of .the
company and its parent, Curtiss Candy Co. Price—$100
per share. Proceeds—To be used for trucks in ‘connec=
tion with' the Curtiss’ franchise method of distribution,

® Equitable Gas Co., Pittsburgh, Pa. : ‘
May 6 filed $14,000,000 first mortgage bonds, due 1973,
Underwriters—Names to be determined by 'competitive
bidding. Probable bidders: Halsey, Stuart & Co., Inc.j
The First Boston Corp.; Kuhn, Loeb & Co. and Smith;
Barney & Co. (jointly); W. C. Langley & Co. and Glore;
Forgan & Co, (jointly); Harriman Ripley & Co.; White,
Weld & Co.- Proceeds—$14,000,000 of proceeds, plus
563,000 shares of new common stock, will be delivered
to the Philadelphia Co. in exchange for natural gas
properties now under lease, outstanding capital stock of
Equitable, notes and. other ‘claims owed to the Phila~
g;elptcl:ia Co. and to the Pittsburgh and West Virginig

as Co. ; : f

®  Federal Industries, Inc., Detroit :
May 6 (letter of notification) 10,000 shares ($1 par) com=
mon stock. Price—$1 each. To be sold by Drew C,
Haneline, President of the company. *Underwriter—C,
G. McDonald & Co., Detroit, ' ;i .

Fission Mines Ltd., Toronto, Canada . i
April 16 filed 200,000 shares of treasury stock. Under-
writer—Mark Daniels & Co., Toronto. - Price—$1 a share,
Proceeds—For mining and business costs.

Fitzsimmons Stores, Ltd., Los Angeles, Calif.
Feb. 2 filed 10,000 shares of 6%: cumulative. first. pre=
ferred stock ($100 par).  Underwriting—Officers, direc-
tors and employees of the company will offer the stock
to friends and. associates. - Price—$100 per share. ' Pro=-
ceeds—To retire 7% preferred stock. Business: “Super
Markets” in Los Angeles, Riverside, Colton and San Ber=
nardino County. - :

®  Florida Power & Light Co. (6/8) W
May 6 filed $11,000,000 first mortgage bonds, due+1978.

.Underwriters—Name {0 be determined by competitive

bidding. ' Probable bidders: ‘Halsey, Stuart & Co. Inc,;
The First Boston Corp.; Harriman Ripley & Co.; Leh-
man Brothers; Drexel & Co. Proceeds—To pay off
$4,000,000 in indebtedness owing to the Central Hanover
Bank & Trust Co., New York, and to meet construction

Flotill Products, Inc., Stockton, Calif. = pi
March 6 filed 385,000 shares of 60 cent convertible pre=
ferred stock (par $5) and 325,000 shares of common stock
(par- $1). - Underwriter — Floyd D. Cerf Co., Chicago.
Price—preferred $10; common $6. = Proceeds — Stock-
holders will sell 260,000 preferred shares and 250,000

: common shares arid company 125,000 preferred shares

and 75,000 common shares, - Company’s proceeds will be
used for general corporate purposes.: e o

® Foote Mineral Co., Philadelphia (5/17)
May 10 (letter of notification) $3,000 shares of common
stock (par $2.50). Price—$40 per share. Underwriter—

:Estabrook & Co., New York. General corporate purposes,

® . Foote Mineral Co., Philadelphia '~ ¢

May 10 (letter of notification: (1,500 shares of common
stock (par $2.50) To be offered .direct to employees at -
$37 per share, General corporate purposes. S g0
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- May 14, 1948
Brlstol-Myers Co
May 17, 1948
American Broadcasting Co
Foote Mineral Co
Playboy Motor Car Corpizibmmass Sl i Common
. May 18, 1948
Bareco Oil Co
. Consolidated Edison Co. of N. Y. Inc:
11:00 a.m. (EDT)
' May 19, 1948
: Smlth (Alexander) & Sons Carpet Co.___Preferred
May 21, 1948 - )
Readmg Co., noon (EDT)- Equip, Trust Ctfs,
May 24, 1948
Sierra Pacific Power Co
) May 25, 1948
Gamble Skogmo Inc.
National Gypsum Co.
.. Union Electric Co. of Mo
t . May 26, 1948
South Carolina Electric & Gas Co..._Pref. & Com.
June 1, 1948

Neir Yotk Siate Elbctie & Gan. Co
Segal Lock & Hardware Co Inc ;

. June 2, 1948
Illmors Bell Telephone ‘Co
; 0 "June'7, 1948
Joseph J. O’Donohue 1V..._..
"¢ June 8, 1948
L Flonda Power & Light Co

June 14, 1948
Kansas City Power & Light Co. -._Bonds and Pref

Fraser Products Co., Detroit, Mich.

Oct. 21 filed 100,000 shares ($1 par) common. -Under-
‘writers — Campbell, McCarty & Co., and Keane & Co.,
both Detroit. = Price—$5.25 per share. Proceeds—The
ghares are being sold by 14 stockholders who will re-
ceive proceeds.

@ Fremont Oil Syndicate, Inc., Denver

May 7 (letter of notification) 25,000 shares ($1-par) com-
‘'mon stock. Price—$1.25 each. For drilling a well in
Boulder City, Colo. No underwrltmg

Gamb!e-Skogmo, Inc., aneapolls (5/25)
March 30 filed 120,000 shares ($50 par) -cumulative pre=~
ferred stock, convertible prior to July 31, 1958, Under-
writers—Goldman, .. Sachs - &  Co. and Merrill Lynch,
Pierce, Fenner & Beane, New York, and Piper, Jaffray
& Hopwood, Minneapolis. Price by amendment, 'Pro-
ceeds—To reduce short-term bank loans totalmg $13,-
3850,000.

@ : George Washington' Memorial Park,  Inc,,
Whitemarsh, Pa.

April 28 (letter of notification) 2,500. shares of 5% non-

cumulative preferred stock (par $100). To be substituted

for 2,000 shares cumulative preferred stock outstanding,

on basxs of 5 new for each old 4 shares outstandmg

o Harzfeld’s, Inc.; Kansas.City, Mo.

May 3 (letter of notification) 2,980 shares of 1948 series
prior preferred stock  ($100 par). Price, par. = Under-
writers — George K. Baum & Co. and Prescott-Wright-
Smdteri Co., Kansas City,- For general funds and working
capita

" Illincis Bell Telephone Co. (6/2)

April 30 filed $60,000,000 series B first. mortgage bonds,
due 1978. Underwriters—Names determined by .com-~
petitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Morgan Stanley & Co.; Glore, Forgan & Co.
Proceeds—To be applied toward repayment of advances
fx;lor; A ’12‘& T, for general corporate purposes. . Expect-
-ed June

Internatlonal Asbestos Co., Ltd., 5herbrooke,
. Quebec .
'Jan 30 filed 1,500,000 shares ($1 par) common stock.
Underwriter—Paul E. Frechette, Hartford, Conn., is the
U, S. authorized agent and prmc1pal underwrlter Price
-=$1'each.  Proceeds—To ' construct milling plant and
. purchase equipment,

t llsland Air Ferries, Inc., Bohemia, N. Y.

May 4 (letter of notification) 40,000 shares of common
stock (par $1). Price—$2.50 pershare.  Underwriter—
E.i P, Frazee & Co., Inc. Funds for purchase of equip~
ment and facilities and working capital.

® Jackson & Church cb., Saginaw, Mich.

May 4 (letter of notification) 2,000 shares of Class A
preferred stock. Price—$100. .To expand manufactur-
; mg lines. No underwriting.

"Kansas .Soya Products Co., Inc.,. Emporia, Kans,
Dec. 3 (letter of "notification) - 3,157 ‘shares ($95 par)
preferred, Price—$95 a share. Undewriter—Kenneth Van

- Bickle, Inc., Emporia. For additional working capital,

Registration statement effective Jan 16.

.® “Kloman Corp., Washington, D. C.
.May 5 (letter of notification) 2,700. shares ($100 par)
preferred stock and 20,000 shares ($1 par) common stock.
..Price, par.. To retire $100 000 of first mortgage indebted-
ness, pay alterations, and for workmg capital, - - v

Kool-Aid Bottling Co., Inc. of Callf., Sheboygan.
- Wisconsin -
March 22 filed 1,500,000 ‘shares ($1 par) common stock
Underwnter——Heronymus & Co., Sheboygan, Wis. Preo-

ceeds—To open and equip botthng plants in California
cities.  Price—$1 per share.

® Lakeside Laboratories, |nc Mulwaukee, Wis.
May 7 (letter of notification) 1 000 shares ($1 par) com-

mon stock. ' Price—$6.50 each. Underwriter—Loewi &

Co,, Mllwaukee For working capital,

Legend Gold Mines, Ltd., Toronto, Canada
June 27 filed 300,000 shares ($1 par) common treasury
stock. Underwriting ~— To be supplied by amendmen.
Price—50 cents a share. Proceeds—To develop mining
properties.

" Le Roi Co., Milwaukee - o

Avpril 19 (letter of notification) 30,000 shares ($2.50 par)
common stock. - Price—$4. 875 To reduce bank loans.
No lmderwrltmg ’ k

Lmk-BeIt Co., Chlcago s
April 21 filed 11, 845 shares (ne par) value common
stock. Offermg-—To be sold to certain ‘officers and key
employees of the company and its subsidiaries.. Under-
writtinlg, none. Price—$46 each, Proceeds — Working
capita .

Lonsdale Co., Prowdence, R. L.

- April 26 filed 1,192,631 shares ($1 par) common stock
Offering—To be offered to holders of common stock of
Textron, Inc., at rate of one new share for each one held.
An additional 60,000 shares will be issued to officers, di-~
rectors and some employees of the newly organized com-
pany. Underwriters—For unsubscribed shares Blair &
Co., Inc., and Maxwell, Marshall & Co., New York, Price
by amendment Proceeds——To be applled to the pur-
chase price for an existing textile firm known as Lons-

dale Co., a Textron subsidiary,’

Merrimac Mills Co., Methuen, Mass.
April 19 (letter of notification). 50,000 shares ($5 par)
common stock, to be sold at par to stockholders For
‘working capxtal No underwntmg

® Myopia Hunt CIub, South Hamilton, Mass,

- May 4 (letter of notification) $60,000 of improvement
and refunding 3% mortgage bonds. To refund mortgage
indebtedness and for deferred maintenance,
writing,

Nalley’s Inc., Tacoma, Wash,

Jan, 15 filed 119,152 shares of common* stock (par $1.25),
Underwriters—Walston Hoffman & Goodwin and Hart-
ley, Rogers & Co. Offering—63,785 shares are to be
publicly offered (25,000 on behalf of company and 38,785
for account to Marcus Nalley, Chairman); 20,000 shares
will be offered to-employees, executives and directors
and 35,367 shares are to be issued: in acquisition of' all
publicly held stock or partnership interestsin certain
subsidiary and affiliated companies. . Indefinite,

Narragansett Electric Co.
March 30 flled $10,000,009 Series B first mortgagé bonds,

due 1978, Underwnter——To be determined under com-.

petitive bidding. 'Probable bidders include: . Halsey,
Stuart & Co. Inc.; The First Boston Corp.; Kidder, Pea=
body & Co. and Stone & Webster Securltles Corp. (joint-
ly): White, Weld & Co.; Lehman Brothers and Goldman
Sachs & Co (jointly). Proceeds—To reduce short-term
loans and continue a constructxon program, Expected
this month. )

® National Dairy Products Corp.

May 12 filed $30,000,000 of debentures, due 1970 Under-
wnters—Goldman, Sachs & Co. and Lehman Brothers,
New York. Price and interest rate to be filed by amend-
ment. Proceeds—To be added to general funds for a plant
and equipment replacement program for the company
and subsidiaries. Business—Dairy products holding. com-
pany.,

National Gypsum Co., Buﬁalo, N. Y. (5/25)
April 20 filed 422467 shares ($1 par) common stock,
Underwriters—W. E. Hutton & Co. and Blyth & Co.. Inc.,
New York. Price—$13.50. Offering—Offered stockhold-
ers of record May 10 at the rate of one new share for
each four held.  Rights expire May 24. Proceeds—For
working capital,

New York State Electric & Gas Corp. (6/1)
Abpril 30 filed 35,000 shares ($100 par) cumulative pre=-
ferred stock.: Underwriters — Names by competitive
bidding. Probable bidders: include: Harriman Ripley &
Co.; Hemphill, Noyes & Co, and Drexel & Co. (]omtly),

Kldder, Peabody & Co.; W. C. Langley & Co.; Lehman .

Brothers and Glore, Forgan & Co. (jointly), Proceeds
—To be applied toward a-construction program. Ex-
pected June 1,

North Canadian Oils Limited, Calgary, Alberta
March 11 filed 903,572 shares (no par) common stock.
Price—70 cents each.. Underwriter—F, H, Winter & Co.,
New York. Proceeds—875,000 shares being sold by
company and 28,572 by stockholders Proceeds for pur=-
chase of property and drilling.

North Inca Gold Mines, Ltd.
March 10 filed 666,667 shares of common stock (par sl)
Underwriter—Transamerica Mining Co., Ltd., Toronto.
Proceeds for exploration and development ‘

..and 20,000 shares ($1 par) common stock.
. ing—None named. . Price—10 shares of preferred an

No under- .

°® . Nuera Products Co., Denver, Colo. = b
May-10 filed 100,000 shares ($10. par) - preferred stock,,
Underwrits

twoof common will be sold for $100. Proceeds—Tar .
build, furnish and tool a factory and apply close to $500,~ :
000 to .working caplta] Business — Manufacturer o
Tampons S ke

E L]
Ocean Downs Racing Associatlon, Inc., "l
; Berlin, Md. 2y i
Nov. 28 flled 55,900 shares ($10 par) common No un— 5
derwriting. Price — $10 a share. ' Proceeds—To burd
trotting and pacing race track near Ocean City, Md.

(Joseph J.) O’Bonchue, 1V, New York (6/1)
April 30 (letter. of notification) $160,000 5.5% smkmg
fund bonds, series 1948-1973. Price—Par. Underwriter—.
Bioren & Co., Phlladelphla Personal and busmess re-

-+ quirements.

Old North State Insurance Co., Greenvulle, N.c.
March 15 filed 100,000 shares of ‘capital stock. ($5 par)e
Price—$15 each. Underwriter—-Flrst Securities ' Corp.
Durham, N. C. Proceeds—General business purpose!. :

O Pennsylvama Manufacturers’ Association
Casualty : Instirance Co., Philadelphia

May 7 (letter of notification 3, 000 shares of capital stock
(par $100).: Price—$100 per share Underwriting—None’,
To. be- offered stockholders for subscription, General
funds. ] ; N

" Playboy Motor Car Corp. (5/17-21)
Feb. 13 filed 20.000,000 shares common (1c par). Prico-'—
$1 per share. Not more than 100,000 shares will be ofs
fered to employees and officers at 8714 cents per shar&
Underwriter—Tellier & Co., New York, Proceeds——F

" capital equipment and worklng funds.

® - Puhlic Finance Service, Inc. Phlladelphla

May 6 (letter of notification) $50,000 6% cumulative de—
bentures.’ This is an offer of.recission to the purchaserst
of the debentures (which were sold privately in De-
cember 1947), due to a technical violation of section 5
of the Securities Act, .

Reiter-Foster 0il Corp., New York e
Jan. 16 (letter of notification) 180,000 shares (50c par}-
common stock. - Price—80 cents. Underwriter—Franki
W. Bennett & Co. For working capital.

@ . Rulane Gas Co., Charlotte, N. C.

May 17 filed 15,000. shares' ($50 par) 5% % cumulatlve
convertible preferred stock. Underwriter—R. S. Dicke
son & Co., Charlotte, N. C. Price—$50 a share. Pro~
ceeds — Repay note, purchase of additional equipment,
erect bulk storage plant near Wilson, N. C.; and ‘office”
buildings ‘and display, rooms at Portsmouth Va., and
Winston-Salem, N, C. Business—-—sttrlbutlon of lique-
fied petroleum gas.

® Ryniker Hat Corp., Elmira, N. Y. *, Ny

May 7 (letter of notification) 100,000 shares of class A
stock (par $50 cents) and 25,000 shares of 4% % pre=
ferred stock '(par $3). Pnce—-$5 per unit, consisting of
4 shares of class A at 50 cents per share and one share
of preferred at $3 per share. Underwrxtmg, none, Gen—
eral corporate affairs. q

Sandy Hill_ Iron & Brass Works, Hudson Falls,
""New York 1

April 12 (letter of notification) 59,000 shares class
participating preferred stock (par $4) Price—$5 pe!
share, Underwriter—John L. Nolan, Inc Glens Falls,
N. Y. Working capital.

Segal Lock & Hardware Co., Inc. (6/1) = !
March 24 filed $2,000,000 .15-year 6% convertible sink=
ing fund debentures, due 1963. Underwriter—Floyd .D.
Cerf Co., Inc. Price—95 (flat). Offering—Offered to
stockholders of record May 4 on basis of one $100 deben-
ture for each 100 shares held. Rights expire May .28.
Proceeds—For repayment of {two notes and general COF=
porate purposes. ,

Sierra Pacific Power Co. (5/24) ? !
March 26 filed $3,500,000 first mortgage bonds, due 1978,
Underwriters—'l‘o be determined by competitive bid=
ding. Probable bidders include: Halsey, Stuart & Co.
Inc.; Blyth & Co., Inc.; Stone & Webster Securities Corp.
Proceeds—Construchon costs-and the payment of $650,~
000 to National Shawmut Bank of Boston for construc-
tion notes.. Expected about May 24.

Smith (Alexander) & Sons Carpet Co. (5/19)\
April 29 filed 50,000 shares ($100 par) cumulative pre-
ferred stock. Underwrlters—Morgan Stanley & Co, and
Dominick & Dominick, New York. Interest rate and
price to be filed by amendment. Proceeds — Generak
corporate purposes. Business — Manufacturers of wool
rug yarn. .

South Carolina Electric & Gas Co.:' (5/26)’
Dec. 2 filed 80,858 shares (50 par) 5% % cumulative cori=
vertible preferred and 404,293 shares ($4.50 par) commony.
Underwriter—Kidder, Peabody & Co., New York, . Offer=
ing—Offered for subscription by companys common’
stockholders of record May 11, the preferred :at $50 peg
share on a 1-for-10 basis and the common at $6.50 pex
share on a 1-for-2 basis. Unsubscribed shares will bQ
offered publicly. Proceeds—Proceeds together - wi
other funds will be used to purchase all of the outstand-f
ing common of South Caroling Power, Co, from th.
Commonwealth & Southern Corp. il

(Continued on"page 46) e f
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‘@ Sportsmen’s Retreat, Inc., Calico Rock, Ark.
May 5 (letter of notification) 1,500 shares ($10 par) com-
mon stock. Price, par. To erect cabins, lodges, and
Zimprove property. No underwriting. :

‘e ‘St.Mary’s Park Garage, San Francisco

May 3 (letter of notification) $300,000 35-year 6% de-
‘bentures. Price, par. To construct a garage under St.
Mary’s Park, No underwriting. . i :

‘e Standard Oil Co. (New Jersey)

May 11 filed 1,265,255 shares ($25 par) capital stock.:

Offering—To be offered holders of no par value com-
mon stock of International Petroleum Co., .Ltd., at the
rate of three Standard shares for 20 International shares.
Underwriting—None. Purpose—To gain control of Inter-
national, a Canadian corporation,

Steak 'n Shake, Inc., Bloomington, Iil.
Feb. 2 filed 40,000 shares of 50c cumulative convertible

participating preferred stock, ($1 par) and 160,000

shares (50c par) common stock, of which 40,000 will be
sold amg thepremm‘nder reserved for conversion. Under-
writer—White & Co., St. Louis, Mo, -Price—$8 for the
preferred stock and $2.50 for the-common. This stock
is being offered by stockholders who are members of
the Belt family. -

Stearns (F. C.)

Arkansas I o

rch 26 (letter of notification) 2,000 ‘shares o

(;Nt[:;nu]ative (preferred stock ($100 par), Price—Par, Un-

derwriter—Southern Securities Corp,, Little Rock, Ark.

To retire $63,000 of loans and for general working
purposes. ' ‘

A ) stokely-Van Camp, Inc., Indianapolis

llirdwarc, Inc., Hot Springs,

May 4 (letter of notification) 26 shares of 5% cumulative -

rior preferred stock ($20 par).and 37 shares ($1 par)
I‘:’Ommgn stock, - Price—pref., $18.50; common $14.625.
Underwriter — Reynolds- & Co., New York. To fur-
nish funds to redeem scrip issued. in lieu of fractional
shares of stock in exchange for stock in Columbus. Foods
Corp. and The Hoopeston Canning Co., recently merged
into Stokely-Van Camp. .

& Stone (L. R.) & Co., Inc., Los Angeles
May 4 (letter of notification) 300,000 shares ($1 par)

capital stock. Price—$1 each. To increase capacity, and. .

for working capital. - No underwriting. .

. "Tabor Lake Gold Mines, Ltd., Toronto, Canada

April- 2 filed 300,000 shares (par $1) preferred stock.
Underwriter—Mark Daniels & Co., Toronto, Canada.
Price—60 cents a share, Proceeds—For mine develop-
ments, '

+ ‘Tonopah Divide Mining Co., Reno, Nev.
April 19 (letter of notification) 87,500 shares of “non-
assessable common capital stock ($1 par).. Price, par.
For obligations from operation of Gaston mine and mill.
No underwriting.

fO»- Thunder Mines, Inc., Anchorage, Alaska

May ‘7 (letter of notification) 25,000 shares of non-
assessable:common stock. - Price—$1 each.” For working
capital, machinery and equipment. - No underwriting, -
/ 7

® - Tygart Valley Glass Co. (W. Va.) -
May 7 (letter of notification) 13,993 shares of common
stock  (par $5). Price—$10 per share. Underwriting—
(None: - Expansion and working capital, '
@ Uintah Minerals Corp., Denver ;
““May 5 (letter of notification) 50,000 shares of non-
- -assessable common stock (par 10¢) half at 25 cents and
half at 40 cents. Underwriter—Forbes and, Co., Denver.
To drill mining claims, A
. -+ Union Electric Co. of Missouri (5/25)
April 19 filed $25,000,000 of debentures; due 1968. Un-
* derwriters—To be determined through competitive bid~
ding. = Probable bidders: White, Weld & Co. and -Shields
& Co. (jointly); The First Boston Corp.; Halsey, Stuart
& Co. Inc.; Dillon, Read & Co. Inc.; Lehman Brothers.
eds—To pay construction loans and provide con-
struction funds for a subsidiary, Union Elec. Power Co.
Expected about May 25,
-.. United Rayon Corp., New York City
- Mareh 29 filed 9,950 shares (no par) -common stock.
Price—$1,000 each.  Each share is to be accompanied by
‘& “préduction warrant” permitting the holder to buy a
proportionate share of the company’s output. Under-
writing—None. - Proceeds—To provide capital for the
purchase and operation of a plant with an annual pro-
: gi_ugtive capacity of 4,000,000 pounds of viscose filament.
fayon and 8,000,000 pounds of viscose staple fiber.

e -Ul‘lhthipnney Co., Inc., Sait Lake City
" May: 5 (letter of notification) 10,460 shares, of common’
stock., . Price—$10. To-develop. furnace, water heaters,

: ‘apd stokers. ' No underwriting, 7
. @ Virginia (Minn.) Motel Co. :
May % (letter of notification) 964 shares of common stock
$100 par) -and 964 shares of $4 cumulative preferred:
‘Mock.($100 par). To be sold in units of one preferred
and one common share for $200. - To construct hotel, No
underwriting, = s C . 1
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Webrib Steel Corp., New York . .
April 8 (letter of notification) 44,443 shares of common
stock (par $5). Offering—Offered for subscription by
stockholders at par in ratio of one new for each two

‘shares held. Rights expire May 18, Working capital.
* Not underwritten. o

‘Western States 0il Co., Phoenix, Ariz.

April 8 (letter of notification) 300,000 shares of common
stock (par $1). Price—$1 per share. Underwriter—Ari-

-zona Securities Co., Phvenix, Ariz. To buy oil leases and

equipment for drilling.

® Winter Park Telephone Co., Winter Park, Fla.

‘May 6 (letter of notification) 1,600 shares of 5% cumu-
lative preferred stock ($100 par).: Price, par. Under~

writers — Leedy, Wheeler, and Alleman, Orlando, Fla.:
To retire outstanding preferred stock and-to complete a -

new office building.

® Yeakley Oil Co., Alamosa, Colo.
April 30 filed 10,000 shares of common stock. (par $10):

Underwriting—None. Price—$10 per share. Proceeds—.
mainly for development, Business—Exploration and de-

velopment of oil and gas wells,

. ; '3 i
Prospective Offerings
® Allegheny Ludium Steel Corp. - ; :

April 30 stockholders authorized company to.incur: in-

debtedness of up to $20,000,000.- Company. currently has:

no funded debt. Proceeds would be used in company’s
improvement program. Probable underwriter if securi=
ties issued: The, First Boston Corp. ;

® Ashland Oil & Refining Co. 4 :
May 6 company disclosed that stockholders will shortly
have : presented. for their consideration a'proposal. for
merging another independent oil company into’ Ashland.
The identity of the company to be merged with Ashland
is not presently disclosed. The merger is to pe effected
by exchange of stock, and Ashland plans to.issue“and
sell -additional preferred stock for its own account to
provide ‘additional capital funds. A: G. Becker & Co;
Inc, may be underwriter, -

®  Beneficial Industrial Loan

‘May 11 reported company contemplates early i‘egis'tra;-

tion with SEC. of 100,000 shares. of convertible pre~

ferred stock, with Eastman, Dillon & Co. as underwriter, -

Carolina Power & Light Co.

April 21.the SEC granted the company, a subsidiary
of Electric Bond & Share Co., permission to amend its
charter to permit the public offering of additional com-
mon stock without first offering’ the stock pro rata to
Stockholders will vote May 19 on elim-
inating from company’s charter the provision that any

new : common stock must first. be offere;l ‘to present'

common stockholders.

® Cincinnati Gas & Electric Co. .

May 11 reported company. contemplates  issuance  of
$15,000,000 of bonds early in June. Probable bidders:

" Halsey, Stuart & Co. Inc;; Morgan Stanley & Co.; W. C.,

Langley & Co.; Blyth & Co.,.Inc. and The: First Boston
Corp. (jointly). A i 2

Consumers Power Co., Jackson, Mich.: - : -
April 30 company asked SEC permission to issue’ 200,000

shares (no par) preferred stock. Underwriters—Names .

to be determined by competitive. bidding.. - Probable
bidders: - Harriman Ripley & Co. and. The: First. Bostor
Corp,: (jointly); Morgan Stanley: & Co.; White, Weld &
Co. and Shields & Co,
struction work, - : ¢

® Fleet 0il Corp. ‘ sy e
An offering of 296,000 shares of common stock:is ex-
pected shortly. Proceeds will be used for the purpose

of further development of oil producing,;pmperties:.and -

exploration of ‘wild-cat: acreage.

“Underwriter: will be
Aetna Securities Corp. j

Harrisburg Gas Co. : 5 e
May 4 the SEC granted company permission to ‘sell
13,811 additional common shares (no-par) at $99 per
share. Shares would be offered for subscription - by
stockholders  in ratio-of one share for each two shares
held. Warrants will be mailed to-stockholders about
May 20.
United Gas Improvement Co. .(parent).

Kansas City Power & Light Co. (6/14)

May 5 company asked SEC. for ' permission: to issue -

$12,000,000 of first mortgage bends and 80,000 shares
($100. par) cumulative preferred stock.. Proeeeds--To

~acquire and construct additional property ' and ‘retire

$3,860,000 of 13% notes issued “for interim finanéing.
Bids. are expected to be opened June 14 and publie
offering about. -June 17. - Probable. bidders: Halsey,
Stuart & Co. Inc. (bonds only); The First. Boston: Corp.;
Kuhn, Loeb & Co.; Salomon Bros. & Hutzler and.Union
Securities - Corp.’ (jointly); Lehman .Brothers;  Glore,

Forgan & Co. and W. C. Langley & Co. (jointly); Shields.
& Co., White, Weld & Co. and Central ‘Republic Co. .

(jointly).

Expected in July. . .

(jointly). Proeceeds—For . con--:

Unsubscribed . shares will be. purchased. by )

~ Thursday; May 13, 1948

®  Kansad City Southern Ry. “
May 6 reported. company expects- soon to offer, at com-
. petitive bidding, $14,000,000 of new first mortgage bonds
.to refund a like amount of promissory notes of Louisiana - -
;& Arkansas Ry. -Probable bidders: Halsey, Stuart. & -
Co. Inc.; The First Boston Corp.; White, Weld & Co.

® Lamston (M. H.), Inc. . -

' Stockholders.have approved increase in authorized '($25
ipar) preferred stock.--An offering of 7,060 shares ex-
'pected to be made by Childs, Jeffries & ‘Thorndike-and
:Aetna Securities Corp.-. Purpose of financing is for exk.
‘pansion -of this New York variety (5¢.and 10¢) store
ichain. Gl O P ey T
:®: National Fuel Gas Co... .. . =, . .. ... ;
{L: -A. Brown, President, states that during the next six
‘months -company-expects to sell $13,500,000 ‘new -deben-'
tures. - Of the proceeds $5,000,000 would be used to

J

. iretire bank-loans and $7,000,000 for construction. Probi.. |

.able bidders: Halsey, Stuart & Co. Inc.:: The First Boston
(Corp.; Harriman Ripley & Co, and Glore, Forgan & Coj;
jGoldman, Sachs & Co. and Lehman Brothers' (jointly).
'® New England Power Co, :

April 29 reported company will ask permission of Fed~ -

.eral and  State -utility commissions. and the SEC -for
authority to:issue not more than  $11,000,000 30-year
first mortgage' bonds. - Proceeds will be: used- to buy

:properties .of - Bellows Falls Hydro-Electrie - Corp., a-
transmission line owned by Connecticut’ River Power

iCo., and. to-retire bank. Ioans.  All three companies are

,wholly owned subsidiaries of New England Electric Syss+
‘tem. Following sale. of. its properties, Bellows Fallg
‘company plans.to redeem its first mortgage 5% bonds
‘on the next redemption date. Probable bidders: Halsey,
;Stuart & Co..Inc.;.The First Boston Corp.; Kidder, Pea~
'body & Co.;' Lehman Brothers; Merrill Lynch, Pierce,

Fenner & Beane; Kuhn, Loeb. & Co.; Salomon.Bros. & /- - |

‘Hutzler and - Union- Securities. Corp. (jointly): -Kidder,. - -
[Peabody & Co: and White, Weld & Co. (jointly},...: '

'® 'New_Jersey Power & Light Co.” " " ;
May 1 reported company.preparing.to sell competitively

$6,000,000 of new first mortgage bonds.” Opening of bids
is expected between June I to June 15. As part of the

company’s financing program, General Public Utilities: -

Corp. (parent) will make -an-additional investment of
$1,750,000 in company’s common stoek. . Proceeds: from
the sale of the bonds and stock -will provide funds to .
‘pay for all of the operating company’s, 1948 construction
requirements, -and .part- of the 1949 :prospective outlay.
Probable bidders:: Halsey, Stuart & Co. Inc:;.The:First
Boston Corp. and Kidder, Peabody & Co. (jointly); Leh-
man Brothérs; -Harriman Ripley & Co.; W, C. Langley
& Co.'and Glore, Forgan & Co. (jointly). b :

New York Telephone Co, -~ . Vals B T
March 11 company announced its plan to apply to the
New' York P.'S. Commission for autherity to issue $90,-
000,000 of refunding mortgage 33-year bonds and offer
them at competitive sale in July. Proceeds of the issue.
will be used to reimburse the treasury: for capital ex-
penditures-already .made; to retire bank ‘loans incurred .
in plant expansion and fo-finance :future constructiom. ;
Probable. bidders: . Morgan Stanley.&:Co.; Halsey; Stuart

Co. Inc, Expected early in July; 3 s s e

€

Northern States Power Co. of Minn. -

April 30 reported officials of _corhpa‘ny are discussing pos- ¥

sibilities . for sale. of new. seeurities in the: @mount of
some $30,000,000. -Investment banking firms already aré

“forming into groups to compete at the sale. The new

securities will be:designed by the utility primarily 4
provide - funds required by its. construction - program,
Probable ' bidders: Halsey,  Stuart & Co. Inc. (bonds
only); ‘Smith, Barney: & Co.-and The Pirst Boston ‘Corp>
{jointly); Lehman Brothers and"Riter & Co: (jointly).

- Pacific Telephone & Telegraph Co. ..~ !
April. 29 directors voted to sell 601,262 common- shares
of stock to shareholders .at $100 a-share. ~Subscription
rights probably will be given to common and preferred
shareholders of record on June 15, 1948, one right being
issued for each six common or preferred shares. Funds
will ‘be used by .company: to répay -advances- coverin,

expenditures for construetion and extersion of its facifi-
ties occasioned by the heavy publiec demand for ‘teles

phone service. . wisior. otf

® Reading Company (5/21) . . . .. i
.+ Company reqguests bids for the purchase of the entire. -
$4,800,000 equipment trust' certificates, . series:- O, dated -
June 1, 1948, to mature serially in. 20 -semi-annually in= ..
stalments ‘of $240,000 each on' Dee. 1, 1948-1958. ~Bids
will be received at: office of R. W.. Brown;  President’
Room 423, Reading .Terminal, Philadelphid, Pa., at or
before 12 o’clock noon (EDT) ‘May 21.- - wodid o i
San Diego Gas & Electric Co. ' "+ o
April 27 stockhelders approved an increase in authorized
commion stock from 2,000,000 to 6,000,000 shares, ang the
preferred from' 750,000" to 2,000.000 shares. ‘There is no
immediate plan to ‘issueadditional ‘stock, officers :de<
-clared, - Traditional ‘underwriter, Blyth.& Co,, Inc.-.. .,
- -Westinghouse Electric Corp.-~ - -~ = "
July -12.stockholders will vote on' increasing authorized

N

“debt from $50,000,000 -to- $150,000,000. -1t is planned to

issue: $70,000,000 to $80,000,000 of debentures to. refund -
ot retire: a portion” of $100,000,000 obligations maturing
in 1951, These obligations ‘consist of $20,000:000 of deben~
fures. and.$80,000,000- of bank: loans; ' Traditional urider~ .
writer, Kuhn, Loeb & Co. - : . Jon -
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True Objectives!

.. “Some time ago I stated that it was the proud
“mission of the victor nations to take the Germans
_-by ‘the hand and lead them back into the European ~

" family. And I rejoice that some of the most eminent

.and powerful Frenchmen - have

.. ’spoken in this sense.-

“To rebuild Europe from its
‘ruins,” to make its light ‘shine
forth again upon the world we
_must "first of all conquer our-
selves. It isin this way only that

.. the sublime with its marvelous
transmutation of material things
can. be brought into our daily

: hfe.

“Europe requires all that
- Frenchmen, 'all that Germans

.and all that everyone of us can

" Winston Churchill

. give. I therefore welcome here
the German»delegatlon whom we have invited into

" our midst.

... ‘For.us the. German problem is to restore the
economic life of Germany and revive the ancient
fame of the German race without thereby exposing

.. -their neighbors and ourselves to any rebuilding or
" reassertion of that military power of which we still

. . bear the scars.”-—Winston Churchxll to the “Con-

ﬁ; gress of Europe.”

We find ' ourselves . unable to agree w1th this
‘eminent Britisher at various points, but we can only
‘'wish more men and women in many more lands had

“‘always had this clear. idea of the real needs of

.. 'Europe and the world.

Sees Life Insurance F_linds Huge Capital Source

Institute of Life Insurance reports 1947 increased holdings of cor-

porate securities exceeds half of total new capital issues.-

" Life  insurance funds, accumulated by the country’s 75,000,000
policyholders; have become an inereasingly 1mportant source of capl-
tal for the nation’s economy since the war’s end, the increase in
holdings of corporate bonds and stocks by the life companies during

the past two years-having been
the equivalent of more than half
the value of all new issues of
these two types during the two-
{re:ar period, the Instxtute of Lifée
surance reports. -
“U. S. Life Insurance. compa-
nies, investing their policy reserve
funds, hag $5 billion more in the
rporate bonds ‘and stocks of
usiness and. industry-at the end
of 1947 thdn theéy had ‘at the end
of 1945 the . Institute reports.
#This  life insurance 'investment
increase was not, of course, all
in new issues,

{."' Up Since Year-End

i f‘Financmg by the life insurance
companies of the capital needs of
the country’s business and indus-
try has been on an expanding
scale since the war’s end brought
a decline in government financing
requirements.- This trend has con-
tinued into 1948 as-evidenced by
the investment purchases of the
fu'st two months. of the year

: Recent Development
i ““The greater-part of the life
fnsyrance participation 'in -meet-
ing-the capital needs of the coun-
try has developed in-recent years.
‘In 1919 and 1920, the first two
years after World War I,  when
new: icapital issues of the .two
years ‘exceeded five billions, the
life’' lpsurance funds invested. in
corporate securities  showed- in«
creases representing only 1% .or
2% of the new issues, 'The aggre-
gate investment of life insurance
funds .in corporate securities at
the ‘end of 1920 was only slightly
more: than $2 billion, while today
_it exceeds $16 billion.”
¢+ Analysis of the life insurance
investments by type of industry
shows that the two-year. increase
in ‘public utility ' bond holdings,
1946-47 is the, equwalent of about
o-thirds bgf,ﬁotal new.. pubhc

utility issues in those two years.
In the case of industrial and mis-
cellaneous bonds, the ratio of
increased life insurance holdings
to new issues is. even greater.
Even in the case of preferred
stocks, the ratio is approximately
40%.. Life insurance funds have,
of course, taken a much smaller
percentage of the new issues of
common stocks, as a great part of
the life insurance business.is not
permitted, . under - existing state
laws, to invest in such securities.
Wide Financing Aid

In  aggregate investment, the
life insurance funds meeting ‘the
capital needs of public utilities
through bond issues increased by
$1,653,000,000 in the past two
years, to a total of $6,726,000,000
at the end of 1947: holdmgs of
industrial = bonds increased by

$3,002,000,000 in the same two
years: to . a . year-end ' total of
$4,860,000,000; railroad bond hold-
ings increased slightly to $2,787,-
000,000 at the end of 1947; stocks
owned increased by $538 million
to $1,371,000,000, . °

.“These investments in corporate
securities carry the financing aid
of the-life insurance dollars into
practically ‘every section of “the
country,” the Insti i tute com-
mented. - “They . are aldmg the
railroads, carrying light and
power and providing expansion
funds for industry throughout the
country.”

With Bond & Goodwin, Inc.

* (Special to THE FINANCIAL CHRONICLE)

BOSTON, MASS.—C. Berkeley
Cooke, Jr., has joined the staff of
Bond & Goodwin, Inc., 30 Federal
Street.. He wag formerly head of

‘the United Securities Corporation

of. Baltimore "and prior thereto

-.wa(s with R. H. Johnson & Ce.

"Our
- Reporter’s
 Report

Spurred by the encouragmg un-
dertone in' the seasoned market
the tide in the new issue business
appears to have swung sharply,
even if only temporarily, away
from debt securities and into
equities.

Stock financing projects,
some of which have been
warmed over several times only
to be set aside again, are now.
coming ' definitely to the fore
and currently, at any rate, out-
number new bond offerings,

Since, in most instances, these
are industrial operations and car-
ried out via the negotiated route,
instead of by competitive blddlng,
it will be understood that they are
much more palatable with the un-
derwriting and distributing fra-
ternities.

Three such issues came to
market this week and several
more large ones are on the cal-
endar tentatively for next week.
Of the current deals, one in-
volving 422,467 shares of Na-
tional Gypsum Co, common, was
subject to prior. subscription
rights of stockholders. The 800,-
000 shares of $25 par preferred,
eonvertible series, of Southern
California Edison, was report-
ed to have been oversubscribed.

A third comprised a big sec-
ondary, involving 730,000 shares

‘| of common stock $5 par, of Halli-

burton Oil Well Cementing Co.,
being sold by certain large stock«
holders, of which 50,000 shares are
being - offered directly to em-
ployees.

Market observers were _confi-
dent of a ready reception for these
and the other issues which are
slated to follow in the near future.

Next Week’s Prospects

An offering of 50,000 shares of
$100 par value cumulative pre-
ferred stock of Alexander Smith
& Sons Carpet Co., is regarded
as definitely on schedule for next
week, probably Wednesday.

Sale of this issue would provide
the company with funds needed
for general corporate purposes.
Meanwhile it is expected that an
offering of $10,000,000 of new 20-
year debentures of Bristol-Myers
Co.; will be brought to the public
on Friday.

American Broadcasting - Co.

"HELP WANTED

Sole unlisted prop. needs trader-
salesman. Right man may keep
all his profits. Box W 510, Com-
mercial & Financial Chronicle,
25 Park Place, New York 8, N. Y.

" SITUATION WANTED

'AVAILABLE

Young man experienced bookkeeping,
stenography, presently employed in-
vestment securities house, seeks new
connection. Box K 56, Commercial &
Financial Chronicle, 25 Park Place,
New York 8, N. Y,

MEETING NOTICE

The New York Central Railroad Company

- * Albany, N. Y., April 17, 1948,

The Annual Meeting of the Stockholders of
 The New York Central Railroad Company, for
the election of Directors.and of three Inspectors
of Election and the transaction of such other
business as may be lawfully brought before the
meeting, will be held at the principal office of
the Company, Room 20, Union Depot, in the
City of Albany, N, Y., on Wednesday, May 26,
1948, at 12 o'clock Noon,

Stockholders of record at 3 o'clock P, M on
April 23, 1948, will be entitled to vote at ’ the
meeting,

¥ JOSEPH M. O'MAHONEY, Secretary.

has registered with the Securi-
ties and Exchange Commission
to’ cover an issue of 500,000
Shares of common . stock," and

.. Should the peried of hiberna-

tion here be shortened, it is
considered a likely eandidate
: for market on Monday.

Flllmg in the Spots

. Those who follow the listed mar-
ket have noted a generally firmer
tone prevalent in high-grades,
suggesting that institutional buy-
ers have their eyes open for op-
portunities as they develop. = -
But these cagey operators are
_still of a mind to venture forth
only when the yield and  the
maturity fit into their portfolio
spots. Their lot has not. been
rendered any-eéasier by the ap-
parent let-up in the flow of new
senior securities, ;

Quite to the contrary the lull
in that direction has served to as-
sist distributors in their task . of
working off the remnants of some
recent issues.

A Seller’s Market

Competition- was really keen
when West Texas Utilities Co.
rounded up. the bids tendered for
its issue of $5,000,000 of new bonds
a day or so back.

The company found
eleven prospective buyers for the
issue, four of them bidding. for a
3% coupon ranging from the top
offer of 100.19 down' to.the low
of 100.047.

Seven other bids were. entered
specifying a 3% % coupon. These
ranged from: a high of. 102.3699
down to'a minimum of 102.019.
The issue naturally was awarded
as a 3% and the successful group
planned reoffering at 100.70 to
yle]d about 2.965%.

it -had |

DIVIDEND NOTICES

Atlas Corporation-

Dividend on Common Stock
NoTICE 18 HEREBY GIVEN that a
regular quarterly dividend of 40¢ per
share has been declared on the Com-
mon Stock of Atlas Corporation, pay+
able June ‘21, 1948, to holders of
such stock of record at the close of
business. May 28, 1948,

~ WautEr A, PETERSON, Trca.mm
May'12, 1948,

With Colvin,
Mendenhall Co. 3
- BEVERLY - HILLS CALIF. — .~
Harry K. Ruthetrford is now asso«
ciated with Colvin, Mendenhall & -
Co. He was formerly with Rus<

sell, Berg & Co.

DIVIDEND NOT ICES

DIVIDEND NO. 34 =
Hudson Bay Mining .

and Smelting Co., Limited
- A Dividend of one dollar ($1.00)
(Canadian) per_ share has been de.
clared on the Capital Stock of thxs
Company, payable June: 14, 1948, to
shareholders of record at the close of
business on May 14, 1948, e

H, E. DODGE, Tnmnr.

REYNOI-DS
METALS
COMPANY

Reynoldn Metals Buildmt
Richmond 19, Virginia
PREFERRED DIVIDEND

COMMON DIVIDEND |

The regular dividend of one doflar
thirty-seven' and . one-half *  cents
($1.375) a share on the outstanding
51/27 cumulative convertible pre-

tf stock has been declared for the
quarter ending June 30, 1948, pay-
able July 1, 1948, to holders of rec-
grgd4 ;t the close of business Jm 21,

" A dividend of twenty-five cents (25¢)

a share on'the outstanding common
stock has been declared payable July

1, 1948, to holders of record at the

close of business June 21, 1948.

The transfer books will not be

| closed. Checks will be mailed by

Bank of the Manhattan Company.

¢ ALLYN DILLARD, Smotary

Dated, May 6, 1948.

Imperial Oil Limited
Toronto 1, Ontarln

NOTICE.TO SHAREHOLDEBS AND THE
HOLDERS OF SHARE WARRANTS

NOTICE is hereby given that a dividend of
25 cents per share in Canadian ¢urrency has .
been declared and that the same will be pays -
able on or after the 1st of June, 1948.
in respect of the shares specmed in any Bearer
Share Warrants of the Company of the 1929
gsuea;lpo? presentation and delivery ‘of.coupons

THE ROYAL BANK OF CANADA
King and Church Streets Branch,
Toronto 1, Canada.

(For convenience coupons are also negotlnble
without charge at any branch of The Roy %

Bank of Canada in Canada.)
payment to shareholdem of record ae

The
tl;: close of business on the 14th day of May,

8, and whose shares are represented - b
Registered Certificates of the 1929 lssue will
be made by cheque mailed from the ces of
the Company on the 31st day of May, 1948

The transfer books will be closed the
15th, 16th, and 17th days of May,
no Bearer' Share Warrants will

" into - other - denominations of share  warrants

during that period. v" 5
The Income Tax Act of the Dominfon of
Canada pro;ides that ‘a ‘f:a};hof 15% shall be

THE ATLANTIC REFINING CO.

COMMON DIVIDEND

At a meeting of tbc Board of Directors
held May 3, 1948, a dividend of
thirty-seven and one-half cents (37%c¢)
ger share was declared on the Common
oc of the Company, payable June
1948 to stockholders of record
at tbc close of business May 21, 1948.
Chccks will be mailed.
RICHARD ROLLINS

May 3, 1948, Secretary

ALLIS-CHALMERS
——MFGO

'COMMON DIVIDEND NO. 96 -
A regular quarterly dividend of forty cents
($.40) per share on the issued and out-
standing common stock, without par value
of this P has be decl pay-
able d]une 30, 1948. to ltockholdeu of
record at the close of business June 7, 1948,

. PREFERRED DIVIDEND NO. 7
A quarterly dividend of exghty-ono and
one?quarter cents ($.811) per share on
the 3Y,9% Cumulative nvertible Pre-
ferred Stock, $100 par value of this com-
pany has been declared, payable June 5,
1948, to stockholders of record at the close
of busmeu May 21, 194
Transfer books will not be closod.
Checks will be mailed.

W. E. HAWKINSON
Secretary and Treasures

"May 6, 1948

an e source on - all
dividends payable by Canadian debtors to non-

i
resident shareholders and the Company’s Bank- .
ers wil deduct the tax when paying coupons
to or for accounts of non-resident shareholders.
Ownership Certificates (Form No, 600) must
accompany all dividend coupons presented for
payment by residents' of Canada.

Shareholders resident in the.United States *
are advised that a credit for the Canadian tax
withheld at source is allowable against the tax
shown on their United States Federal Income
Tax return,
the United States tax authorities r
dence ‘of the deduction of said tax, for which

gos Registered Shareholders will _recefve
with dividend cheques a Certificate of Tax De- .
duction, and bearers of Share Warrants mllqlsh

coupons Wil
tificate relative to the deduction and payment .
of the tax and return one Certificate to the ' "
Shareholder, If forms No. 601 are not available
at local United States banks, they can_ be
secured from the Company’s omco or The
Royal nk of Canada, Toronto.

Subject, Canadian re:ulnuons affecting
enemy allens, id
convert this Canadian dollar dividend

ted States currency or such other foreign
currencies as are ye y the ' general
regulations of the Canadian Foreign Exchange
Control Board at the official Canadian Foreign
Exchange control rates prevailing on ’!.h)e)e

of Sucl

fected only throu h an Auf.horlzed Dealer,
lec ao ym\dlam ‘bnnch of my c-nqdl-
chartered bank. The Agency 'I'he ¢
Bank of €anada, 68 Wlllhm Street Yor
Clty, is prepared to accept dlvldendug:)
into eny p for«

Denler and
eign currency. il
The Secretary will on  requs nd ~ wl
available iorwa.rg‘ to the holdet or any ]osteatrﬁ;\ %

Share Warrant p‘n
Company’s annual report, the fiscal year.

BEARER WARRANT HOLDERS WHO HAVE
YET OBT, COUPO!

'AINED ERS
?8;!‘0 WHICH WERE AVAH.-ABLE IN 1043
ARE TO DO A4 BY

WARRANTS. oy Ordet of the Board,..;
COLIN D CRICHTON, Genenl smmm \

56 Chureh 'Street)’ *’

Torénte 1, Ontarloy;

May 6, 1948.

In order to claim such credit -
uire evi- -

ts of Canada may- -
into.

efe .

bitized. for FRASER
p:/[fraser.stlouisfed.orgf
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Washington .. .

\ 7 By  Behind-the-Scens Interpretations’
from tlu Nation'a Capital

)—

TIf you can spare a little of your attention from strikes or rumors_

And

ou

. of strikes in-railroads, automobiles, coal, and such like, the ball on
which to keep your eye is none other than one Senator Joseph H.

Ball of Minnesota.
Management Relations will begin
May 24 to hold some down-to-
earth-technical hearings on ways
and means of amending the Taft-
. artley labor act so that it will
accomplish - some of the objectives
Tongress set out to achieve. This
. group is commonly known as the
.“watchdog committee” * for :the
Yaft-Hartley act, and the Minne-
#ota Senator is its chairman.
% L3 %

. One thing you can count on,
and that is that nothing less
‘than 3 national catastrophe will
‘pring forth from this session of
Congress a program of legisla-
fion designed to force labor to
keep from running wild with
4he nation’s economy, The Con-
gressional majority is naturally-
‘hesitant to plough new ground
4n the way of anti-labor legis-
‘Jation in this, an election year.
Nevertheless, if the threatened
: strike wave had developed ear-
: Jier, there was always the possi-
‘ dility that it-would have led to
some legislative ‘action.. Now -
 $here is not time. Some of the"
. doys on“the Hill may Scream.
! But a few days after the worst
« strike is - over, there will be
every inclination to forget about
4t and get on with this business
of getting elected,
LR O SEE
"So short is the time that the
~ 3eaders have pretty well agreed
mow to junk for 1948 their idea
" of  boosting minimum wages to
80 or 65 cents per hour, - They
had recognized for some time the
practical difficulty of doing a good
job on the wage-hour law. If they
had tried to fix up some of the
nonsensical interpretations of the
1aw, particularly its operation to
protect in some cases wages of
amore than $2 per hour, they would
have run into a dilemma. That di-
Y¥emma was that for every plan to
rectify errors in the act or its in-
‘%erpretation, they would have
Peen confronted with a demand
40 extend its scope and operation.
o the tentative plan was to just
boost the minimum and let it go

Now that, too, has been
dropped, and it is improbable
there will be minimum wage
-degislation before adjournment,
Shortness of time has killed this
-proposal.- The result, however;
may be of some significance. It
<an mean that next year, then
off the election griddle, the
Congress may be able to write
a pretty fair wage-hour law,

Even though shortness of time
Precludes dealing with the de-
weloping menace of big strikes,
the Ball. committee ‘hearings -are

 important. = There is no notion
‘whatever of doing anything in the
way of getting a bill passed this
Year, barring contingencies, They
are deSIgned specifically to set the

i
T

BAR TELEVISION

from
. TRADING ROOMS!

~—or those. old standbys

“He’s on the other wire,”
. “He’s out to lunch” etc.,

wxll g0 by the board!

-:“Ilerbeljt»H Bllzzard & Co.

d St., Phifadelphia 9, P5.

ontgomery; Scott & Co.
New York & Philadelphia

jitized for FRASER
96/ stiouisfed.orgf .. .«

For Senator. Ball’s

Joint Committee on Labor-

BUSINESS BUZZ

stage for mature consideration in
1949 of amendments to the Taft-
Hartley act.

In particular the commnttee 4

will be no sounding beard for
orations in faver of or in con-
demnation ‘of union  labor, or
the Taft-Hartley act, or of the
sacred right of organized labor
either to break its own neck or:
the country’s backbone, Testi-
mony will be limited to tech-
nical application ‘to specific
problems of amendment, In par-
ticular testimony must bear on
amendments relating to- more
effective administration of the
labor act by the National La-
bor . Relations . Board, to the
question of the union shop, to
the subject of industry-wide
agreements, to union welfare
funds, and finally to the subject
of agreements forced by unions
“upon ‘employers either to vio-
late or evade the Taft-mrtley
law’s objectives.

There _is actually;no need for
orations against union labor, John
Lewis ‘has ‘proved that the Taft-
Hartley act has not manacled
unions' for the mere sake, of the
public interest. ' Each new strike

or threat of strike, even when fi- |

nally they are avmded is proving,
so they believe on Capltol Hill,
that the Taft-Hartley act has not
achieved its goal of protecting the
public against strikes which offer
the prospect of near national dis-

aster.
® % %

Joe Ball, who is running this
show, is a character little under-
stood. From the time he was ap-
pointed a Senator by former Gov-
ernor' Harold Stassen on Oct. 14,
1940, until the present, he has had

-some almost violent changes in

direction. From being an ardent
internationalist. he has turned to
being a cautious one. From being

a-New Dealer, he has developed’

into something of a more moder-
ate liberal. He once helped organ-
ize a chapter of a‘ newspaper

-union." Now he ‘is the outstanding

advacate of reform in labor legis-
lation.

.Cynics; who are the most nu-
merous inhabitants of the local
population, seldom admit that
changing “events and sincere,
deep study. can. change men’s
views, even though that usually

goes with the studious, serious .

type represented by: Mr, Ball.
Ball is just ‘about the No. 1
-villain to the full-time walking
delegates. But those who know
him "well, and .who have heard
him -discuss myriads -of tech-
‘nical details about labor legisia-’
 tion, will swear that he is no,
tool of employers and-would not’
back legislation designed to put
the unions out of business. They
say he just wants to make them
behave, like the rest of the
population, And he is one GOP
Senator who has no notion of
‘getting nominated President.
% ® % -

" Senator Taft’s voluntary mate-
rials allocatlon law will soon have
a new recruit, the petroleum in-
dustry. A committee of that in-
dustry will come up in a matter
of days with a program. of volun-
tary allocations of supplies under
the - “Industry Cooperation: Act”

'administered by the Department

of Commerce, .
Under this. voluntary pro-
gram, .producers. and _distribu-
tors can pool supvlies to miti-
‘gate so far as possible any pros-

“He wants me to stop up and see his debentures some

evening!"’.

pective shortage of gasoline or
fuel oil. The plan will be so
geared that it can be put into
operation on a national scale; a
state-wide scale, or even on a
community basis in such locali-
ties as there were temporary
shortages. Approval by the At-
torney General of this stand-

by plan, and hence its exemp- .

tion from the anti-trust laws,
is anticipated without a hitch.
. " # st

There probably will be another
subject to scream: about’ before
the curtain goes down on the 80th
Congress, ' The Truman ‘Adminis~
tration is getting ready to recom-
mend to Congress the approval of
a program for construction of 100
new, big, fast oil tankers. ' They
would cost $8 million each. The
government would ‘subsidize the
cost, and oil companies would op-
erate them, the government ab-
sorbing a large part of the costs in

return - for *a contract ‘whereby '

these tankers could be swiped by
the Navy the minute there was
an ' emergency. .. Congress will
howl over this because it has been
critical of surplus sale.of war-
built tankers at a fire sale price,
s AT .
Take a look at the Senate ver-
sion-of the -contract.-renegotiation
act.  The- House simply revived
the contraet ‘renegotiation act as
it existed in 1945, and tacked it on
to’ the “70 group” aircraft au-
thorization bill.. The Senate simi-

larly tacked a contract,renegotia-

tion revival on, to its ;own “70
group” aircraft authorization, but
the * Senate. wrote 2 dlfferent
amendment, ... -

Under the Senate amendment
contracts of $100,000 or more
may be renegotiated, but no in-
“dividual contractor or subcon-
tractor with less than $100,000
of war business can have his
contracts renegotiated. Thus the
effect is to lower the limit on
renegotiation - from the - war-
time $500,000 to $100,000.

Furthermore, the Secretary of
Defense may in his discretion
exempt, under the Senate amend-
ment, any particular’ contract or
class - of contracts from renego-
tiation,

The Senate, however,. did re-
vide the fairly well accepted pro-
cedures and standards of the war-
time act, as they were evolved.

- . Apparently the pitch on rene-
gotiation is that its provisions will
be revived severally on new arm-
aments . procurement leglslatlon
ds in the instant casé of the air-
craft procurement bill. " There is
little ~ disposition : to tackle - the

writing of a general new law ap-’

plicable to all “war” contracts
from here on,

Belief is that the Senate rene-
gotiation amendment will pre-
vall over the House amendment:
in the final enactment ‘of the-
blg Air Armada bill. .

* # #

It is reported on the Hxll that

the armed services are trying to

= |sell the Congress on enacting af-

firmative' legislation '+ directing
them to stockpile tin, copper, zinc,
lead or any other material that
might be in short supply for the
domestic economy. The services
now are directed to try to avoid
buying items short in supply in
the domestic economy, but-may
buy them .even so. They want
Congress to take the onus for or-
dering therp to stockpile, should
stockpiling ~ ‘aggravate shortages

and create the possibility of con=

trols.
% % %

It is now being ,predicted that
the International Wheat Agree-
ment will be approved by the Sen-
ate. This agreement provides that. -
Canada, the U. S., and Australia
shall agree over a 5-year period
to sell ‘a- specified number of
bushels of wheat within a range
of prices. The 30 importing na-
tions, led by England, will agree
to buy ‘this wheat w1th1n this
range of prices. °

Farm organizations favor the
agreement.  Only opposition
comes from the private grain
trade, which knows that it is
likely to be a device for con-
tinued government control over
the wheat business.

Flaw in the agreement is that
two big producers are still out-
side, Should Russia and Argen-
tina start chipping away at the
deal, there is no power to force
Britain, France and the other 28 .
nations to buy as they agreed. ..

% % *# g N

ECA officials are talking a grain

export ‘goal' for ‘the coming crop

year of 300 million bushels of all

grains, . This compares with the -

current . year’s volume ' of 577 k
million bushels, .
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