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Industry and Scnence;
Not Manpower -
Determlne Victory

By JIM . HOWARD

;Former _veteran, with' engineer-
-ing. training, contends’ capacity .
.of nation to create most effective:
weapons and not conscription or -
. military - manpower~ have ‘led ‘to-
.victory.” Says. large peacetime -
‘military force means stagnatidn -
‘of armed progress and .accuses
tmilitary officers: of discouraging
voluntary enlistment.

¢ The crediting of military per-
sonnel with the major part in this
nation’s defeat of foreign enemies
is' a popular-fallacy ' responsible

" . for the reasoning  that military

officers. should dominate our civil

government “and -.control - ‘manz|
power and industry. even durmg_

penods between wars:.

In spite of the fact that hlstory f

tecords no “major - world -power

which practiced : conscription -in|

peacetime - for long periods’ that

has not been.defeated by that'ng-
tion which avoided conscription as

a permanent. peacetime method of | -
its |

manpower ' procurement ‘: for
armed  services, ‘the American
public is being told by contem-
porary - military. . officials = that
peacetime draft' and even per-
. manent ' universal military con-
scription’ (UMT) ‘are useful for
defense.

“It was no accident that the free
democracies of the West:. . . Great
Britain and the United States . ..
without -a long peacetime period
of conscription and' well-de-
veloped -~ ‘military . bureducracy,
were able to assemble a more
powerful -striking force than-the
Axis Powers. World War II was a

(Continued on page 29)
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Opposmg Factors i in
Busmess Outlook

By DAVID C. ELLIOTT*: - - -
Economist, Cleveland Trust Co. :
- Mr. Elliott ascribes boom to increased consumer demand and money
supply. - Says: large buying power prevenls depresslon, and_ notes
two- conflicting influences, viz: - (1) price ' declinés jn* some com-
" modities and ; (2) ‘proposed large ‘armament outldy. Concludes,
though. deficit ﬁnancmg means’ more  inflation, with' peace, pros-
. perity can extend into°1950s. . -

For.the last year and'a half ‘we have been. hearing talk about
an impending recession ‘or depression. = According ‘to past history,
this country’s great wars have been followed by-a business boom and
later by what 1s ter‘gvned thfe ‘l‘glrlmary postwar depression.”. In' the

ar o ®

The Outlook for lnlerest Rates

! By.. MURRAY SHIELDS*
Vlce-l’resident Bank of Manhattan Co,

Asserting money markets have ‘a’ feel of unccrlainty, Mr, Shields
ventures view stability of interest: ‘rates. may ceas2 to be overriding !
objective.of government fiscal and banking pollcles Says way to: |
‘deal with public debt is “to: groew up with it,” and looks for world-
wide shortage of capltal. Cautions against belng lulled into sense
of .false'security in regard to quality ‘of loans and investments. |
Predicts: moderate :long-term - interest. rate nse, and ‘cites: poll of |
. experts indicating- this view."
Two years ago: the:long bull market in bonds clearly ‘was near=
ing its end and we faced a phase of rising interest rates and bond

yields. Today: the uncertainties are. much 'greater=than: they were
then and the outlook: is far less: clear.” We are in a “twilight zone

@ when, - though

- iperiod, - busi-
« ness . -activity | -
- reached its

<-end - of ~ 1813
., clined; with
.interruption;

--depression in
« 1820. The Civil
-War 'was: a

- - little s differ«
--ent-- in’ --that
the peak was
reached in the |

X North in 1864
while the war was still on." An.ir-
regular downtrend fallowed, cul-
minating in depression during the

David C. Elliott

War I there was first a brief drop,
and then a period of rising busi-

early months of 1920. Thereafter
a rapid and severe decline carried
us into the postwar depression of
1921, ;
The .World - War II ' pattern
started out to.resemble: that after

(Continued:on page 20)
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.peak —at . the|
- and - then de-|
.+ one temporary |

to -a state of |

latter: half of 1865. After World| -

ness which  continued = until the| .

World War 1. ‘There was a'sharp |

Credit Men, Cleveland, Ohio, May =

EDIT ORIAL

_As We See It

Some. Constructlve Suggestlons

- *We have been pro-Communist and we: have been anti-
Commumst We have been pro-Zionist ‘and ‘we ‘have been
anti-Zionist. .| There-seems to be no:underlying: principle:
by which. we: ¢an judge ‘the question of what our future)
policy shall be: We in Congress are as uncertain as are the
people at large, for the President and the State Department
have seldom given us any information which they have not|:
seen fit to make available to the general pubhc ‘ X

Thls general charge by’ Senator Taft agamst the
foreign policy, if such there really be, of the present
Administration in Washington is obviously: well war-
ranted. Indeed,. the Senator could ‘have continued at
much greater length to cite illustrations of inconsistency,
fickleness, and uncertainty as to what the Administra-
tion really felt or intended to do .about international
relations. In addition, he could have added a long list

of instances of ineptitude in the Administration. -

to reconsider. (or, better.perhaps, carefully consider) our
’ (Contmued on page 32)
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We can not see how any one can doubt that we need |

we are not ac-
tively engaged |

Lin war, we are

‘not at ‘peace.

|'We have em=
{‘barked ‘on a -
|-vast but as yet

indeterminate -,
programof.
foreign -aid
‘and - domestic ..
rearmament.
‘We are’near,
if-not-at; the' :
peak ‘of ‘a~do~ "
mestic. busi-
ness boom-.
which  has"
been: prolonged only by the ap-
plication of a:series «of  economic
stimulants; And we are approach-
ing -aninterregnum of political"
uncertainty as the : policies the
Nation . is to follow for the next
four  years are ‘decided- in .the
(Continued. on page 39)
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Federal Reserve Reviews Money Supply Situation

2 (2310) Thursday, May 27, 1948 * -

smaller;, »gains. in .reserves: “from
other ‘sources: were minor and al-
most the full amount of the drain
of . funds ‘was met through sales
of . government ' securities to ' the -
Federal Reserve System. S b
' The impact of Treasury opera=-
tions on bank credit developments
was restrictive in the first quar>
ter of 1948 because Treasury debt
retirement . operations were di-
rected primarily toward securities
held by the Reserve Banks. Such
debt retirement.did not return:to
the . commercial banking system
the reserve funds: withdrawn by
the cash surplus; and -banks need=
ing. reserves had to’ sell govern-
ment securities.in'the ‘market, |
The restrictive effects . of ‘debt
retirements in the first quarter of
this year contrasts' with the cor=
responding’ period of 1947 when
most of the' funds drained from
banks by ‘the  Treasury surplus

Sunray 0il
4% % Cgm. C-‘mY. Pid.
Halliburton 0il Well
Cementing Co. Common
Consolidated Edison

3% Conv, Deb, 1963.
and Rights

Prospectuses on Request
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- New York Hanseatic |(

Corporation -

120 Broadway, New York 5
BArclay 7-56G0 Teletype NY -1-583

In leading article in “Federal Reserve Bulletin,” the Reserve Board, now headed by Thomas B.
McCabe, sees need of additional credit curbs should -money supply increase. - Says present: Federal
Reserve powers, because of requirement to support: government bonds, .are ineffective.

The May issue of the “Federal Reserve Bulletin,” in the leading article, entitled “Treas-
ury Surplus, Bank Reserves, and the Money Supply” indicates, despite- the retirement of
Marriner S. Eccles and the appointment of Thomas B. McCabe as' Chairmanof the Board

of ' Governors® -

of the Federal | part the reduction in deposits and
Reserve « Sys-| currency ;. from' Treasury opera-
tem, that’ the | tions, e Al e T
Board remains | The dontractive effects of the
“firm in its, ré-) fiscal and monetary factors opera-
quest for ad-| tjve in the first quarter of 1948
ditional pow-| are largely transient. Treasury
ers to CUTb|transactions over the remainder of
credit expan-|the year. will probably not absorb
sion. The arti-|| bank deposits. ‘and- reserves; as
cle concludes| they have in recent months; and
that in second| may be a factor expanding bank

thus’reducing  private ‘deposits at
banks' but:not total deposits or
bank reserves. .

-The bulk of the surplus funds,
about - $4.2: billion, were  trans-
ferred: to Treasury account. with
the Federal Reserve Banks, where
they remained on deposit during
the .quarter or were extinguished
as the Treasury retired. securities
owned ' by the Reserve ,Banks.
Funds' used in'this manner were
withdrawn from the reserve:bal-
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| large Treasury cash surplus which

1{ authorities,

| credit expansion. Drains on bank
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there is likely
to be a rapid
deposit expan-
sion, ‘and : in
view of the
commitment of the Reserve Board
to support ' government bond
prices, “it-seems probable that' no
significant restraints on monetary
expansion can be expected from
further cash surplus of the Treas-
ury.” - Because of its importance
as a statement of Federal Reserve
policy, the text of the article is
published herewith in full: |

Monetary expansion, which had
been at a rapid rate in the last
half of 1947, was interrupted in
the first quarter of 1948. This was
chiefly the resulf of a seasonally

drew funds from deposit accounts
of individuals and businesses and
from bank reserve balances. ‘In
addition - policies of . monetary
together ‘with self-
restraint on the ‘part ‘of banks,
imposed some restriction on bank

reserves from Treasury operations
were heavy, and during much of
the period banks were obliged to
sell U. 8. Government securities

reserves.. Further gold inflow. ap-
pears likely, and. this . will add to
the reserves of commercial banks.
Any net increase in Reserve Bank

irom.purchases to maintain order+
1y “conditions in the gavernment

additional funds- available' for in-|"
creasing their " loans and ' invest: | .
ments or could obtain reserves by |«
selling government securities to
the Reserve Banks. Sustained de-
mand for credit by consumers and'

in loan -demands " of' businesses

ances’, of ' commercial : banks, 'as
well > as  from - private . ‘deposits;
_These  withdrawals  were. mucl;
holdings of 'securities, resulting | larger than in the first quarter o

o ity ot | 1947, when only $13 billion were
‘used either - to retire securities |
securities market, would also'sup- | held by: Reserve Banks or to in-|
bly additional reserve fundsto |-crease: Treasury deposits  at the |
banks. Banks, therefore, may have | Keserve Banks. = 0 ol

-sult of Treasury operations in the |
first.-three months of the year was
the major 'fact?r‘tbat operated 1o |

5 sion | reduce: the: volume- of bank e~
real estate buyers and expansion serves. in. that. perio d, as shown
could . thus: be' readily accommo- | in  Table II.: At the: same time

Treasury - retirement: of
ment_securities- owned . by .com=

| mercial banks and their: deposi= -

' tors!:Moreover, ‘such drain as did
' occur ! in:'1947 ‘was. nearly -offset

were - returned to ‘them through .
govern-

~.(Continued on page 30) =/

Y

" Effect on, Bank' Reserves
The: $4.2 'billion drain:as a. re~|

dated by banks. Voluntary. re-
traint on the part of the banks:in
satisfying = $uch "' loan demands
‘would ‘makepossible an’increase
in ‘commercial ‘bank holdings “of
government ‘securities and a’ de-
crease in Federal.R
ings.

|
Treasury Cash:Surplus
In the first quarter-of 1948, as
in. comparable ‘periods ‘of i other-

- hold-against net demahd ‘deposits;

.| amount of required reserves held

zo meet their reserve needs. Meas-
ures taken by the Federal Reserve
System .to'increase the.cost of, or

|| of Treasury transactions. (Chart I)

NATIONAL BANK
of INDIA, LIMITED

Bankers to the Government in
Kenya Colony and Uganda
Head Office: 26, Bishopsgate,
Londeon, E. C,

Branches in _Indla, Burma, Ceylon, Kenya
Colony, Kericho, Kenya, agd Aclenmy

and Zanzibar

Subscribed Capital_
Paid-Up Capital__ 2,000,000
Reserve Fund £2,500,000
The Bank cdonducts every description of
banking and exchange business
Trusteeships and Executorships
also undertaken- < v °

£4,000,000
£

The Parker
Appliance Company

Common Stock

the need for, bank reserves sup-
plemented the restrictive. effects

As a result of these fiscal and
credit - developments, total  bank
deposits and currency in the hands
of ‘the public showed 4 decline of
$5.3 billion during the first quar-
ter of this year. This is almost
double ' the decline in the first
quarter -of 11947 and follows ‘a
growth of $8.9. billion during the
last nine months ‘of 1947, 0

Reduction in- deposits and -cur-
rency holdings of individuals and
businesses and also in reserves of
commercial banks’ resulted from
tax and other cash receipts of the
Treasury in excess of cash expen-
ditures. ' Surplus funds obtained
by the Treasury were used to a
large extent ' to ‘retire securities
held by Federal Reserve Banks
and thus were not returned to the
‘commercial banks, either as de-
posits or reserves. Borrowing at
banks by consumers and real es-
tate owners continued to expand,
but business demand for credit
was- seasonally slack, and bank
loans to businesses declined slight-
ly. There was a small net increase
in bank loans and the funds cre-
ated, together with those obtained
from an inflow of gold, offset in

.ury, with' differential  effects on

funds were returned to bank re-

recent years, the stream of Treas-

ury cash receipts was swollen' by | funds resulting from the Treasury |
< a cash” surplus by . drawing’ down
vidual income tax payments, Va- | tneir excess reserves, whicn at the |
' beginning - of 1948 were tempo- |
4 [ : : rarily at a high level of about $1.5 |
cent years are shown on Chart IL | hillion-—much.more than has cus=
In addition, net sales of ‘savings | tomarily been held in recent years.
. These ' 'substantial excessreserve
| balances had been accumulated by
e ‘N~ banks as a result of the rapid re-,
vestors who wished to acquire | turn flow of. currency from circu-
|1ation in the week after Christmas
‘and large ret sales of government
one year. The Treasury showed a | securities to the Reserve Banks

very large corporate ‘and -indi-

riations in Treasury; cash ‘income
and outgo by quarters during re=

bonds by the Treasury were sub-
stantial ‘during the first quarter,
reflecting purchases by many in-

early the - full. amount of these
issues that 'is permitted in any

surplus of cash funds from cur-
rent fiscal and nonmarketable se<|
curity operations, before payments
for retirement of marketable debt, |
of $6.7 billion, as'is indicated in |
Table I. “ !

Various dispositions of the cash
surplus were made by the Tress-

monetary and banking conditions.
A small part—about $400 million—

individuals and businesses through
retirement of maturing . govern=
ment securities offered voluntarily
for cash redemption by nonbank
investors. .An estimated additional
$600 million was used to retire
maturing securities that commer=
mercial bank holders : chose to
present for cash payment; these

and their  depositors,

serve  funds obtained - by banks
from other sources.in_the first
@uarter of the year tended to off-
‘setin part the restrictive effect
.on..bank . reserves of ' Treasury
-operations. 'A seasonal return of
over one billion dollars of cur-
4 rency from circulation and a gold
was returned to deposit accounts of inflow “of . $400 million provided
corresponding amounts, of bank
Teserves,

‘meet, out of excess reserves held
at the beginning of 1948 and out
of  new .reserve. funds acquired |
during - the first quarter, more
than half of the $4.2 billion re-
serve drain from Treasury opera-

Teserve-needs. were. increased. by
about $500 million .as a result of
action by the Board. of ‘Governors,
of .the Federal Reserve System:in4
creasing the -reserves:'that ‘New
York and Chicago.-banks . must

Despite’ this increase,  the" total’

by- member .banks declined: ‘over
the 'period .because .of the sub-~

‘stantial ‘decline -in deposits.
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serves but not to deposits. About
$1.2 ‘billion of the surplus was
permitted to accumulate in Treas-
ury accounts at commercial banks,

tions. The remainder .of- the re-

serve' needs, amounting to $1.8

billion, was supplied through Re-
serve Bank purchases of govern-
ment securities,

Bank sales of governmént se-

‘curities to maintain reserves were 'COR

not continuous throughout the first

~ RECOGNITION "

We recognized TOKLAN ROYALTY
P. as an outstanding oil,! as our
letters and postcards to you over the

past two months will testify, ¥

The NEW YORK CURB EXCHANGE,
apparently . realizes the’ sidme, as ion
Wednesday, May 19, 1948, TOKLAN . {
was approved for listing on that ex-
change. We expect trading will start
shortly. . i SR

quarter, In January banks were
able to ‘increase slightly their
holdings of these issues. This was
possible,despitea $2.2billionloss of
. reserves from Treasury operations,
because ' of ‘large reserve gains
from currency return and gold in-
flow and from Reserve Bank pur-
chases 'of  government securities
from nonbank owners, and be-|
cause banks could utilize the un-

usually large excess reserves held | ' ' i
at ‘the begintting of the-month_ In S. R. M.elven & Co. :
| February and.March, on the other | 125 Cedar St., New York 6, N. Y.

hand, when reserve losses arising| wortn 4-7786- Teletype NY 1-570 1
from the Treasury operations were| ; By 4
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Is This a Bull Market"

By JAMES J. QUINN and GILBERT M. HAAS
Investment Counsel,. Mol & Co.

" Market analysts: maintain recent

break-through of averages does

- not indicate bull market in usual sense, but merely an extéensiot of
o former - trading fange.  They emphasize long-pull vulnerablllty of
priée structure.

The recent action of the market in decisively penetrating the
upper-limits of its long trading range has led to the generally adopted

.| view. that this is. now a bull market with all the traditional implica=

tions of broad expansion in productlon employment and proflts over

an extended period of time. The
mihimum pricé goals now looked
iotr - by most market ‘technicians-
range in terms of the Dow-Jones
Industrials from 240 to 300. It is-
_our view, on the other hand, that
this"is not ‘a bull market in the
usual sense, but that we are wit-

James J. Quinn Gilbert M. Haas

nessing: onlyan extension of the
trading range within which prices
have swung since late 1946. Main=
tenance of security prices near
the ‘top part of -this expanded
range for an indeterminate num-
ber of months is not only possible,
but even probable., This will de=
pend ‘upon: the demands of poli-
tical expediency’ as ‘well as the
ability of the government to con-
tinue. to intervene . in ‘labor dis=
putes :‘on " behalf  of - industrial
management, and at'the same time
to keep -our Russian relationships
sufficiently *tense *in' ' order  to

justify broad outlays for. rearm-;

ament, the ‘draft,” ERP, hemi-
spherlc aéssmtance, and: aid to
China, Greece, and ‘Turkey. When
there is added to the foregoing
the need of subsidizing marginal
industries and buying up farm
surpluses, the degree ‘of - skill
which . the Administration is now
and will be compelled in future
to display in its juggling act can
readily be appreciated. Should
any untoward event occur to up-

‘set_its timing, the repercussions

on the economy are likely to be
far reaching.

Growing Limitations on Labor

Politically, the trend toward
limiting the power of organized
labor has recently gained mo-
mentum. Under the aegis of the
Taft-Hartley - Act, management
has been able to achieve notable
gains in reducing or stabilizing
labor costs in certain key indus-
tries, in what .is unmistakably a
nationwide movement—steel, rail+
| roads, electric. equipment, and
now, perhaps; automobiles. Labor
must - be . “contained” if the de-
clining trend of profit margins is
to be arrested or reversed, Two of
the three "ways of improving
earnings per unit of production
(increased production and/or in-
creased prices) are  no longer
available, since production is now

at a practical peak and consumer
price ‘resistance is mounting. The
only recourse left is reduction of
‘costs, and that means, in the final
analysis, labor costs. The latest
developments in the - continuing
struggle between management
ahd labor have been going on be-
hind the scenes for some ‘time,
with mmanagement- wmnmg most’
of: the' rounds up till' now. Con-

‘sideration’ should bé given, how-.

ever, to the possibility of 4 coun-
tryw1de slowdown in Wass-pro-:

‘f-duction: industries as well ‘as the’
|'more: distant  chance of a general’
~walkoiit, as:labof’s!reaction to its
| series . of setbacks. To- cope ' with
"such developments, a’ nationaliz-

of -labor . in‘soiie ‘degreé may

;.fol ow. ~In" this ‘connectioh; the
{'recent. proposal' of ‘Dr, Vannevar| -
‘Bush' to. Congress 'that a standby

law - be  passed permitting “the
President to induct: into" “Gov-
ernment Service” all 'citizens in
the event of an “emergency” is.
111um1nat1ng

Shnring Up the Economy-
We are all familiar with the
more visible ‘political” stéps taken
to shore up the economy-—ERP,
rearmament, the draft, income tax
reduction, © The alacrity with

which these programs have been
passing through Congress suggests’

that something in addition to Eu-.
rope’s needs' and the fear of ‘ag-.
gression by the Soviet Union may|
bé motivating their passage. Fur-
ther " evidence - of  the ’¢ontinuing;
mneéd of mternatlonal tensions to,
keep the Rearmament Program at
the right fever pitch was seen in

the handling of the. two recent
Russian peace overtures. The gov-
ernment was almost frantic in its
denials of an invitation: to - sit)
down and negotiate ‘dur differ-
ences. It would almost seem that,
we would rather: thé Russians,
waged war than that they waged]
peace. ]

Economically, the signs of na-|
tional - costivenéss -are’ becoming
more general. Retail sales on a
unit' basis have been declining
sharply in recent months, result-|

ing in the accumulation of ‘retail |k

inventories at a record pace. The
rash of soft goods sales, partlcu-
larly, testifies to the growing in-|
ability to move goods ‘at current
prices.  Likeéwise, in- the hard
goods fields, fUrmture, /tlres, re-
Irigerators, washin g machines,
ete., show signs of being in heavy
Supply. These developments re-
flect the steady  contraction  in
consurfier purchasing power which
in turn ‘flows from the continu-
ance of the downtrend in real
wages.  More importantly,” pro-|
auction has been maintaining a
record ' pedcetime - pace, assuring
further additions to retail inven-
tories over the coming months.
Financially, the acceleratirig

(Continued on page 21)
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Depaﬂment Smre Sales Up But Profit Margms Down

* By MALCOLM P. McNAIR*

Professor of Marketing, Harvard Graduate School S o DA L [

Notmg mcreased sales: of department stores in 1947 was ‘accompanied by lower . proﬁt -margins. and |
sharpest advance in operating costs since 1932, Professor McNair sees it as dangerous trend if. allowed

of .Business Administration

1

to continue.: Po.nts aut consumer puxchasea fell off numerically, and 6% rise in sales,. though a new |
record was mare than offset by 109, rise in price level, while operating cost per dollar sale advanced -
-17% for stores having gross sales of $2 million and over. ‘

The year 1947 reglstered a new peak in department store dollar sales volume but a

drop in earnings both in percentage of sales and in dollars.

A jump in the cost of do-

ing busmess, to the extent of 2% of sales, “made the major dent in profits. and constituted

e most - sig-
mticant . de-
velopment of
the year.
Tnis was: a
year also in
which

still remaining measurably above
the prewar experience.

The - foregoing highlights, to-
gether with the other findings in’
this report, are revealed by the

“the- analysis of the operating results

lines crossed,” | of 480 firms carrying on- business

that " is, the
~.irend in the,
number of

sales transac- [
ed |

uions . turn
aown wards,
while the
trenas' in the
avelage . size
ot transaction
~d the aver-
_age cost per transaction continued
“to .ciimb. In other words, con-
. sumers -made’ a-smaller number
-of purchases in department stores
in--194' - tnan--in ' 1946; --and the
‘moderate financial increase @of
! sales, therefore, was more than
‘accounted for by the rise in the
idollar ‘amount of the -average
‘transaction, presumably a reflec-
‘tion prlmanly of the h.gher retail
price level.
As predicted, the gross margin
{ percentage again receded, contin-
s uing its aownward progression for
“the fifth year, though the extent
~of the decline-in 1947 was only
~about one-third as great as :in
~1946. The impact on gross margin
in 1947 of the sign.ficantly higher
iretail reductions, principally
;markdowns. was_softened by a
! slight ‘advance 'in initial markon.
It was. not. so.much .the lower
| gross margin, however, as it was
ithe higher total expense that did
' the damage to net profits, Dol-
| lars of expense outlay mounted at
! more than twice the rate at which
" dollars of sales income were aug-
mented, and the consequent rise
of 2% in the ratio.of expense to,
sales: was . the sharpest advance
' that has been recorded since"the
; depressxon year of 1932. Operat-
‘ing profits, therefore, caught by
" the descending blade of gross
~margin and ' the rising ;blade of
total expense, were trimmed down
percentagewise for the third year.
But, after taxes in 1947, final dol-
lar earnings, though - typically
20% lower in total than in 1946,
f still 'stood at the second highest
¢ point, both in dollars and in per-
| centages of sales, of the 28 years
i.covered Dby this ser‘es of studies.
. At the end of 1947, department
‘store inventories occupied a

! slightly higher position than at
i the beginning of the year; and the
{ stock-turn rate had sagged for the
: second " successive year,  though

.Prof. M, P. McNawr

1l

*An address by Professor Me-
Naxr before Controllers’ Congress
of the National Retail Dry Goods
Assocxatxon Chlcago, Ill May 25
11948,

Art Metal Construction
Crowell-Collier Pub.
Detroit Harvester -
Portsmsulh SIeel

in 621 department and spec.alty
stores in the United States and
Canada, with net sales of over
$3.8 billions ln 1947. This study
was the 28th in a series conducteu
annually by Harvard’s Bureau of
Business Research in cooperation
with the Controllers’ Congress o.
the National Retail Dry Goods
Association, ;

The chief differences between
1947 and 1946 results for depart-
ment stores are set forth in the
summary, “ For the most accurate
comparison, the figures in this
summary are based on the reports
of only those 328 identical firms
which: submitted data for the two
consecutive years; hence these
figures differ slightly from the
comparisonsavailable, which'
give trends of the general aver-
age results for all department
stores reporting for each of ‘the 12
years from 1936 through 1947,
Another chart. offers a graphic
portrayal of trends over the past
13 years in dollar net sales, num-
ber of transactions, size of the
average transaction and total ex-
pense per transaction.

Moderate Sales Increase for
Department Stores in 1947

' The dollar sales inéome of de-
partment stores rose only moder-
ately in 1947, just short of 6%
for the stores reporting to the
Bureau and 8% for the larger and
less restricted number of stores
reporting to the Federal Reserve

'Bank. ' After the startling sales

increase of 25% or more recorded
in 1946, ‘it is not surprising that
distinctly ' more moderate ad-
vances were characteristic of the
subsequent period. Even though
disposable personal income in the
calendar - year 1947 amounted to
$175 billion against $158 billion
in' the preceding 12 months and
even though' sales of all retail
stores  climbed from $100 billion
to $118 billion, it was not in the
cards for department stores to
achieve anywhere near so large
an increase in sales in 1947 as in
1946, In  the earlier year re-
sponse to the ending of price
controls, reduction in.-the abnor-
mally highiwartime saving rate,
recourse to'accumulated savings,
and the gradual increase in the
availability of goods resulted in
dollar advances ‘in total retail
sales ~that were roughly three
times as great as-the increase in
disposable -income, .:'In 1947, the

general situation settled back into

a. much more nearly normal rela-|:.

Tenn. Gas & Trans,

Texas Eastern Trans*
Texas Gas & Trans.* .
Tidelands Oil
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tionship between total retail sales
and disposable income.

‘Relation of Dollar Sales, Number
of Transactions, Size of Trans-
action, and Prices ;

I have a chart’ that “‘shows
graphically the {rends .over. ;he
13-year period from; 1935 througi
1947 in dollar sales, number of
sales transactions, dollar value of
the average sales transaction, and
average expense per transaction.
These. four series of figures are
ajl based on reports submitted to
the Bureau by department stores
with sales of $2,000,000 or more.
Since changes in retaﬂ prices are
an integral part of the story por-
trayed by these trends. The chart
also. shows, for comparative pur-
poses, for the period from 1938
through 1947, a retail price index
based on 1939 as 100. This index is
Gerived from two components of
the = United ' States: Bureau  of
Labor  Statistics . consumer price
index for moderate income fami-
lies in large cities, namely, cloth-
ing. and house furnishings,
weighted, respectively, three and
oné. The use of this index was
continued ' for 1947 in order to
have a series extending back to
1939. The recently published spe-
cial indexes developed by  the
same -agency -for use in: connec~
tion ‘with - the ‘Lifo inventory
method ' are -undoubtedly more
suitable, but they -do - not ex-
tend further: back ' than 1941.
Comparison of, these Lifo indexes
with the cruder index indicates
that the latter overstates the retail
price advance in department store
merchandise for 1947; instead: of
the 15% rise shown in the chart,
a more:nearly correct flgure was
closer {0 10%.

The :chart I have presented in~
dicates the rise in sales for these
department stores-in the classifi-
cations . above $2,000,000 volume
was 6% in 1947. Since the size of
the average sale: increased 10%,
from $3.90.to $4.30, the number of
transactions must have declined;
and the index shows a .drop. of
2.5% in the number of customer
purchases recorded. The 10% in-
crease in wvalue of the average
sale falls short of the rise of 15%
in the retail price index given,
but coincides almost exactly with
the change in the presumably
more representative Lifo index
referred to above. Change in the
retail price level however, is not
the only factor mfluencmg the
size of the average sale, It could
plausibly be argued that consumer
resistance to high prices, trading

down, and proportionally higher
sales increases in basemenit stores,
all: might have tended to ‘offset
higher' unit' purchases -in’ hard
(Continued on page 42)

- Looking !‘orward on Sugar

By GEORGE L. WRIGHT*
‘Vice-President, Lamborn & Company, Inc."'

" Discussing sugar  situation, particularly in relation to the Sugar
" Act of 1948, Mr, Wright foresees difficulties and confusion in law
“:regulating dlSh‘lelhOll and pncmg of - sugar- in next five years.
: Lonlcs for lower. refined sugar prices- for balance of year, and
. holds supplies will be more than adequate. - A

In many countries, before World War II, there was an old say-
ing, ~varying with the country,’ that sugar had become, over the

years, a political football.:

Today, in the United States, we can elaborate somewhat on that‘

phrase and

say that sugar I

has 'certainly
become a gov-
ernment toot-
ball. ' The
United States
Secretary of
Agriculture at
Washington is
now in posi-
tion to domi=
nate almost
completely the
sugar market,
both as to sup~
ply and price,
through the
mechanics of
the Sugar Act of 1948, approved
by President Truman back on
Aug. 8, 1947, Sugar, for many rea-
sons, seems to exercise a peculiar
fascination for political figures in
mosf, countries,. and, like a mag-
net, seemingly draws unto itself
governmental control of one kind
or another.

The United States has proved no
exception to this rule. Today we
see sugar occupying a unique po-
silion as the only staple food com-
modity in ¢aily use by practically
eévery man, woman-and child of
our 48 states, which has had passed
for ils exciusive benefit a Federal

George Wright

Jaw regulating in-effect ‘its pro-

duction, its quantity to be mar-
keted, and, indirectly, its price.

CGenerally speaking, most man-
ufaciurers using sugar 'as an in-
gredient in their finished products
are interested; first, in its avail-
ability and .second, its price, Look-
ing down the Avenue of 1948,
therefore, let us survey the sugar
supply and sugar price situations
ag they shape up in prospect at
the present. tirne in the light. of
our governmentally, dominated
situation. In making this survey,
it-should be. understood: that :our
preview goes on ‘the. assumption
there will be no war between the
major powers during the current
year. Also, whenever figures are
mentioned with respect to tons of
sugar, they represent short tons,
raw value.

The Sugar Supp]{y Picture for 1948

We have before us this year the
prospect of a  record-breaking
over-all - supply  of ‘sugar from
those sources which customarily
supply the United States. The es-
timated -availables from these
areas, including the huge Cuban
‘crop Tiow nearing completion, to-
tai approximately 10,700,000 tons,
after allowing for IOCdl consump-
tion “in the  offshore  producing

*An address by Mr, Wright be-

fore Flavoring Extract Manufac-

turers’ ‘Association of the United
States, New York City, May 25,
1948
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| largest

areas. The Secretary of Agricul-

‘| ture originally set up on January

2nd, under the provisions ‘of. the
Sugar Act of 1948, a United States

‘| domestic consUmption quota of

7,800,000 tons to be drawn from
these ‘areas.” On February ' 26th,

this quota, because of abnormally

slow: demand conditions thirough-
out'ithe country; was cut to'7,500,~

1000 tors.

I 'we take from the total esti~
mated. .available .supplies -of 10,-
700,000 tons the present Umted

i States quota of 7,500,000 :tons,

there is a |balance (concentrated
principally| in Cuba) of roughly
3,200,000 tons left for foreign na-
tiong’ and for civilian feeding in
the ‘areas occupied by our armed
forces, priacipally Japan, Korea
and western Germany, as well as
a reserve for the United States
should some unexpected develop-
ments bring about an abnormally
active demand for sugar.

Most of the prospective ship-
ments to these foreign areas will
come from the tremendous.Cuban
supply, out of which it is esti-
maied that Cuba has already sold
some 2,200,000 tons for movement
to. Lhores othel than the: United
States. This leaves a reserve bal- -
ance still available ‘in that island,
for both the United States and
foreign nations to drawn upon, of
apr\roxlmately 1,000,000 tons,
which. bids. fair to be more 'than
ample for requirements all around
the balance of this year. Youmay
rur: short on motor cars, steel; oil
and- so forth this year, but from
all: present - indications, you' cer—
tainly won’t run short on sugar.

It will probably be the policy
of the United States Government
to move  sugar under. the' Eu-
ropean Recovery Program to for—
‘eign nations ‘wherever p05s1ble, to
provide food supplies on’ the basxs
of 'sugar’s great caloric value ‘at a
cheap  price 'as compared with
other foodstuffs, Remember that
sugar is one of the highest basie
energy -foods in the world, run-
ning over 1,800 - calories to the
pound.

Sorfte people feel that sugar re-
quests from foreign nations under
the “Economic ' Cooperation - Act
(the law legalizing the European
Recovery ' Program) -might en-

dar.ger. the supply picture some-- |

what for the United States. How-
ever, there seems to be little
ground for fear on this score, in-
asmuch _as there will be a limit
to' the  grants-in-aid and loans
made available to foreign nations
under ECA, and the countrles re-
ceiving them will probably in furn
put a limit on the total amount of
monies: which will be expended
on sugar alone, In addition, Eu-
rope itself, including Russ1a (the
smgle European’, sugar
proﬂucmg country), ngen normal
‘weather, is probably going to. .pro-

‘duce a beet sugar crop this qqmmg

campaign which will be approxi-
mately 1,000,000 tons greater than
the crop of 1ast year.- It will' ! prob-
ably outturn around 90% ‘bf the
crep. average in the three prewar
years of 1936, 1937 and 1938, 'and
will become avauable next Fall
All in all. therefore; it would
seem that the United States will
have ample ‘sugars -ayailable for
its-own use- from the Cuban re~
servoir. “As a matter - of -fact -a
tug-of-war is going on right now
between the sugar producers sup-

(Contmued on page 40) - -

pitized for FRASER
D://fraser.stlovisted.orgl




-Jaws

THE COMMERCIAL & FINANCIAL- CHRONICLE

- ; P ‘(2313) 5

Volume 167 Number 4702

/

( ‘ : The ) ; Steel Production ‘
! N".Mm +... Electric Qutput .

g Carloadings

- State of Trade | rittua
~Yand Industry

“Food Price Index

. Auto Production
"The picture of industrial production last week revealed  that

Business Failures

o~

over-all output showed no, significant change from its’ high point

prevailing in-previous weeks. " - .

: Slight increases ~were 'notedfor the week in" output. of .some .
manufactured, goods, but. they were; for: the most part; counterbal—

anced by modest decreases_ in other lines, : '
'With respect to order backlogs, signs continued to show a taper

ing.off in some lines, while new orders for most goods, on the other :

hand, gave evidence of holding up well, e ;
-, . On the labor front thesituation could hardly be characterized
as being tranquil, notwithstanding the fact-that’the settlement -of

strikes in some areas had the eftect of moderatély increasing pay- |

rolls. 'The termination of the two-month-old meat-packing . strike;

with one company still to effect an agreement, more or less offset | §

the . deadlock which presently obtains in negotiations between the
carriers and the railroad workers’ unions.. However, “Ward’s Auto-
motive Reports,” commenting on the- two-week-old Chrysler strike,
stated that it “could be prolonged further than the previously antici-
pated four weeks.” It added: “It is hardly likely that any corporation
advances toward reopening negotiations with the CIO United Auto
Workers' Union will be made until a clearer view can be had on
General Motors and Ford contract developments.” S

In this connection, it should be noted that the United Automobile
‘Workers’ CIO further complicated the labor problems of the automo-
tive industry by filing a ten-day strike notice against the General
WMotors Corporation on Tuesday of last week. The strike, which was
to have taken effect on Friday of the current week, was averted
on Tuesday, last, when after close on to 18 hours of continuous
bargaining with the union, General Motors agreed to an adjustable
1l-cent-an-hour wage increase. Eight of the 11 cents is the cost
of living adjustment and the remaining three cents covers the stand-
ard of living annual improvement. The eight cents is adjustable
gither up or down on a quarterly basis, but at no time will it be

reduced by more than five cents either in one or a series of cuts.

The three cents will not be affected. The foregoing settlement, it
was believed, ‘would set’ a 1948 wage pattern in the 1,000,000-man|

automotive industry. ‘It was reported on the same day that Chrysler
had agreed to reopen wage negotiations with the auto union on
Wednesday.

: ‘ * * " L

- On Tuesday of last week, John L. Lewis, United Mine head, once
again confounded the nation by stalking out of a wage conference
with the bituminous coal operators. This action followed the lifting
by Federal Judge Alan T. Goldsborough at the government’s request
of penalties on:the civil conviction of contempt against him and his
union. ' .

The step taken by Lewis was prompted by his objection to the
presence of Joseph E. Moody, President of the Southern Coal Pro-
ducers’ Association, who made. an effort to participate in the dis-
cussions.: As a result, some concern was expressed lest a new con-
tract fail to be effected by June 30, when the old one terminates.
In the meantime, the operators have called for a contract on an

. industry-wide basis, with :Il sections of the country represented.

* #* & 3

There were regional. variations in retail trade:volume during
the week with diversity in the weather largely responsible for spot-
tiness in consumer. buying. The response to numerous promotions
of seasonal items was favorable and, it was noted, total dollar volume
of retail trade.slightly exceeded that of both the preceding week
and the corresponding week a year ago. ' .

~ Some early showings of Fall merchandise were well attended
with new order volume moderately higher for the week. There were
numerous re-orders for seasonal merchandise with medium and low-
priced goods in demand.. Wholesale dollar volume remained mod-
erately above the level of the similar period of last year.

STEEL OPERATIONS SCHEDULED AT 96.8% OF CAPACITY,
: HIGHEST SINCE MARCH 15, Sk

Almost three years after the close of the war there is no end
in sight for the current strong steel demands. This week there was
little chance that steel consumers*would see a buyers’ market for at
least a year or longer; and there was an’even chance ‘that a ‘coal
strike in July or sooner would lose more steel, states “The Iron Age,”
_at‘iional'metalworking weekly, in its current summary of the steel
trade. : i &

- Since the war ended: more than ‘20 million net tons of steel
ingots ‘have been lost 'due to strikes and ‘demfnd for‘more -steel
capacity: which has been argued pro and con for two yedrs/or more
is ‘expected: to be spotlighted more strongly now

M '
! Inf’ the ‘next two years total steel capacity of the ¢ountry ‘may

.‘a.pinroach 97 million tons—only a shott distance from-the goal.de- |’
anhanded at ‘'various times by governmental critics of the)steel industry.

But ,by,"‘tlh‘at time the face, of the steel industry may be so‘changed
because of the 'basing. point controversy and high freight rates that

. e little matter of capacity will not be too important, according to *“The

Iron ‘Age.”

© 70 Two mills in the past week or so have begun' selling products| |’
T One mill in the Middle West has done so.

because, freight rates make further freight absorption tog costly:for ||

at..company.: The other firm has gone to an:f.o.b. mill basis on

n an f.0.b. mill basis.

tiot-rolled sheets in order.to make sure that its sales do'not: involve
the payment of freight charges not actually incurred, but the entire
steel industry has not gone to an f.0.b. mill system. G
. .'There was little doubt this week that the steel industry is in
for major changes in selling practices.: Unless Congress should pass
5. supporting - the ‘multiple basing point system, that, Method of
selling is out in steel, states the trade paper. Rk S (A A S

€ But the fight will go to -the bitter end because 1st‘eel\‘peop]e

| weeks; for example, the London “Economist” has been twitting Mr.

hat ‘steel will be
'harder to get, the trade magazine adds. {7 E R e

¢
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.Carroll Dunham 3rd Dead .
Carroll. Dunham 3rd, member
of Dunham & Fletcher, 65 Broad-

; Observations . ; o b ' ‘way, New York City, died of heart

By A. WILFRED MAY

Realism About International Organization 2

. Surely a logical approach to surveying the present status of the
{United Nations is by itemizing some of the world’s crucial issues
which are taking place completely outside that body’s orbit, * This
will furnish both appreciation of the decline which:has taken place
* - in the fortunes of the Organization since the high |
. hopes of ‘San Francisco and, more important, aid

+ ys to conclusions about the future possibilities of
"ta)ghieving some kind of international working
« body. ;

‘- .. “Contrasted with some slight worries ex-

pressed. in 1945 at the California Conference over

possible interference with'the fundamental pur-
poses of the Charter through its permission of
. pegional arrangements, we are now, for example,

“ faced with the whole-hog of a “Western Union.”

The ‘mere ' feeler along these lines" from: Mr.

Churchill at Fulton, Mo., two years ago was gen-

erally regarded as shocking war-mongering; yet

’ ‘already the concrete working arrangements of

‘ our-anti-Communist. world have barely stopped

suort ‘of nuutary Lend-Lease reinstatement, As

a help to us in the taking of our bearings, let

us note how unabashedly and with fish-bowl
publicity the Union of the Western Powers now generates such an
alliance and neglects even to go through the circumlocution which it
was deemed still necessary to employ in promulgating the Truman
Doctrine. s

As an end result of the Kremlin’s ruthless propaganda offensive
and overall diplomatic skullduggery, the United States has been
forced into the position along with the other Great Powers, of giv-
ing lip service to the United Nations, conforming to- and usingi
it only when it serves our own purposes, and acting unilaterally out-
side the Organization whenever we, have thought that to be more
expedient. !

Currently, in the long drawn-out controversies over the settle-
ment of the Ruhr as well as all Germany, over a peace pact for
Austria and over Palestine, the UN is being followed neither as to.
the parties in consultation nor in the manner of negotiation.

Whatever may be the justification or lack of it, today’s “Western”
policy, based on union through military power combined: with eco-
nomic strength, means nothing less than a recrudescence of traditional |
balance-of-power strategy. ‘And surely the balance-of-power, system
is completely contradictory to the principles of the Charter written
at Dumbarton Oaks and San Francisco, as enumerated by UN Repre-
sentative Warren Austin three weeks ago, as follows: (1) removal of
the causes of war, (2) substitution of pacific settlement of disputes;
and (3) insurance of collective security by peace forces. In contrast,
Lend-Lease or no Lend-Lease, excepting for the pouring out of our
economic help for “regional” economic defense, our; principal hope
for peace'is pinned-on our ptrojected 70-group air force plus our other
military. preparations. : : ; p )

A. Wilfred May

Clinging to Sovéreignty Through Regionalism
European authorities are observing that even within the greatly
narrowed orbit of the sixteen beneficiaries of the Marshall Plan and
‘the' Western: Union-ists, and already during this honeymoon period
of incubation; there is little progress toward. the abandonment of
national sovereignty which must be the prequisite to any kind, of
international league or society of nations,  For the past.several

Bevin for his “academic discussions of sovereignty.” ;

Extremely significant is the agitation for extra-UN action by
many of therecognized traditional leaders of internationalism. Thus,
even Field Marshall ‘Smuts has this week decisively come out for an
association of the British Commonwealth and the United States.

And even Senator Vandenberg (of the internationalist “new
look”), although.opposing our underwriting of military alliances,
early this month issued a strong plea to the democratic nations to join
together in a “mutual defense arrangement,” the ultimate test for any
aid coming from us to be the-national security of the United States.
While the Senator professes confinement within the Charter, this in
spirit_at-least certainly, breaks the bounds of the compromise per-
‘mitting so-called regional arrangements, as’ it was -adroitly worked
out at San Francisco by Anthony Eden. :Likewise “anti-Charter”
during -the “Cold-War”: between the members of. the .UN;. are. all
'other proposals for conditional’ military aid and economic subsidies
to nations that are'democratic, Western, or otherwise defined as
friendly. Irrespective of the purity of our intentions, unilateral mili-
tary action:confined to a:small sector of the world and combined
with unwillingness to relinquish the veto.privilege; makes even our
actions inconsistent with the existence of: a- world body in any con-
‘ceivably: effective formy: <.+ .

. In:addition to~the: veto obstruction «(aggravated: this  week by
Mr, . Gromyko’s-double jump;to. a.score of 23)-a main stimulant . to

oy ey o 1(Continued on page 46):
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-\Fabian & Co. Adds to Staff

(Special to THE FINANCIAL CHRONICLE)

BEVERLY HILLS, CALIF. —
Frod C. Lanstrum has been added
to the staff of Fabian & Company,
9500 Santa Monica Boulevard.
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 Corporate Bonds as Savings Bank Investment

] . Members, New York Stock Exchange- .
Noting recent tendency to permit, more_ flexible investment policy for savings banks, prominent invest-. .-

By ALLEN NORTHEY JONES*
| iPartner, Morgan Stanley &"Ca.

L4
Ky

ment banker points out trend of high grade corporate bond values has maintained a close differential

with long-term government issues. Lists a‘mumber of corporate securities, which, he holds, should be

-made eligible for savings hank investment, and concludes, with change taking place in corporate bond
market, favorable opportunity exists to invest in corporate bonds.

‘Doubtless all” will agree that the collection of the savings of the many and the sane

channeling of those savings into the hands of American industry, to provide the tools by |

the aid of which the American worker makes his livelihood, is of tremendous importance

to the na-
. tional econ-~
omy. It is
only by, pro-:
viding-our .
American in-
dustry with
the  necessary
capital, or, in"
other words,
tools, that we
can make our
free competi-
tive system
work, and our
{free competi-
enterprise
System must Allen N. anes.,‘
work, not only ! g
for the good of the people.in our
. country but for the good of peo+
ple throughout the world.. For,
if we cannot make the system
work here there must be little
hope for many millions in other
parts of the world. ~
Your' investment in American
industry through the purchase of
corporate: bonds' is governed by
the laws of the states in which
you operate. The restrictions on

- %An address by Mr. Jones be-
fore the 28th'Annual Conference
of the National Association @ of
Mutual Savings Banks, Atlantic
City, N. J.; May 25, 1948,

i

BOSTON

" Boston & Maine RR.

Prior Preferred
Traded in Round Lots
Walter J. Connolly & Co., Inc.

24 Federal Street, Boston 10 3
'r!]. HUbbard 2-3790 Tele. BS 138
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investment vary from state to

state,. and there are. those:who!

think that some of the laws are
too resirictive. There has been
a tendency in recent years to per-
mit a more flexible investment
policy. Your committees on leg-
islation are much more competent
than I to discuss. this involved
matter and to say .what amend-
ments . to.existing’ law might be
made with safety. To discuss this
question would take more time
than 'is at my disposal, and I shall
content myself with pointing out
some of the things that have hap-
pened and that might happen un-
der the laws as they now stand.

In the ten-year. period from
1931 to 1941 your investment in
mortgage loans, which was then
your - major investment, declined
in amount and in percent of total
assets, your investment in United
States. Government bonds in-
creased from $700 million to $3.5
billion, or-400%, and, what I par-
ticularly wish tp point out, your
investment in corporate bonds de-
clined from- $2.3 billion to $1.1
billion, .or from 21.4% of _your
total assets to 9.5% of your to-
tal assets, This was occasioned
chiefly by a decrease of $900 mil-
lion in ‘your holdings of railroad
bonds, brought about by the dif-
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ficulties which the railroads were _

experiencing in the 30’s.

At the end of 1947, of your
$19.7 billion -of assets, approxi-
mately  $12 billion, or 60%, was
in government bonds, 25% was in
mortgage loans, and- only -about
$1.3 billion; or 6.5%, was in cor=
porate bonds.:The tremendous ex-
pansion in peycentage and amount
of government bonds owned, oc-
casioned . by ,the war, is as it
should be, but it is interesting-to
note. that, despite the great ex-
pansion of deposits in the past
seven years,.the amount and per-
centage of .corporate bonds de-
clined each year through 1944,
and it is only since that date that
a maodest net increase of your in-
vestment in corporate bonds;
amounting to $25 million in 1945,
$142 million in 1946, and $250 mil-
lion -in 1947, has occurred.; Per+

haps this modest incregsein in+

vestment in corporate bonds (only
about. 9% of the. iierease im
deposits in the period) " was
caused in part by the cessation
of the sale of long-term govern-
ment bonds, and the ‘necessity of
either "bidding up for existing
government bonds or of finding
new channels of investment. I do
hope, .however, that the chief
reasoa is that there is a growing
realization in your minds that
carefully selected corpprate bonds
do provide an advantageous field
for  investment, and. afford a
reasonable rate of return without
the assumption .of :undue . risks;

| and" that the purchase. of such

securities provides American in-
dystry. with more tools to make
our system tick. 5

I do not 'think it would be.to
the point to compare the invest-
ments of the assets of the com-
merical banks with those of-the
mutual sayings banks, for ‘outside
of the investment of their time
deposits their. problems-are ‘en-
tirely different. Nor is it feasible
to - obtain - accurate , investment

" (Continued on page 26)
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Britain's Cr
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' Outset of Marshall
... By G FINDLAY SHIRRAS' -

; 'Formerly. President,: University of Bomhay; i
Economics and Commierce, Exeter; -Controller General of 1
Publie Revenue and Generat Finance in Berlin (1946) e

" ‘Eminent economist declares Britain’s battle is not salely for pro-
competitive output. Calls export

(.

‘duction, but. for' quality "and

isis At The

‘ . o ‘
Aid |
Dean of Faculty of

targets unreal unless properly proportioned to production. : States

since world economy no longer has room for a pre-1914 Britain

dependent on_ world. trade and finance, she must aim for stable

. mational economy.

‘Maintains cuts in American  tariffs necessary
for ERP success.

- ”ABERDEENSHIRE’ SCOTLAND—It was an. American, Ralph

,Waldo~Emerson, who in a speech at

Britain “with a- kind .of - instinet
day’” and “in storm of battle
sieat etforis, | - :

Manchester in 1847 said that.
sees a . little better on a cloudy

and calamity has a secret vigour.” Her:

especially

since Septem-

ber, 1947, to

adjust her.

economy so

.that she could

live within

her means,

have been

watched - with -

interest and .

understanding

in the Un:ted

States. Brita n -

in London,

Paris and else- :

where has: . ¢ Findlay:Shirras .
beent FWorking: T AT m e
tooth and nail behind the scene
1o get ERP a working; proposis

-tionds time s so-vital, With the’

passing of the Economic Coopera-
tion Aet by the United States
Congress she realizes that Brit-
ain’s. crisis cannot be solved
quickly and that an adverse bal-
ance- of payments is nothing more
nor less than living beyond in-
come. Britain must buy from
abroad half of all the food
consumed -and much more than
half of .the raw materials. How
can she match her exports with
imports of food and raw materials
so: that: her population can live
and work? 'After two world wars
in a generatién, is not a reorienta-
tion of ‘her industry necessary tc
meet her declining role in worl
economy?  Lord McGowan, Chair-
man of Imperial Chemical Indus-
tries, recently stated that the bat-
tle is a battle not only of output
but. of :quality output, compeétitive
outputs and the losses sustained
by war can only be canceled by
more and more productive power.
But, veyen. with. Marshall aid, it

will not be easy to raise produc-

tion . to a level-at which-further
external -aid .will- no: longer be
needed. He believes that the hard

-|.realities:of our:position, a precari-

ous. position,~have been ‘'masked

|from’" us,’ ‘This: we must examine.
|-Britain’s: Example - Saved- Europg:

.~ Britain ‘in- World-War IT sacri-

have said; Europe by her example:;
Her: losses.were the -equiyalent of

one-fourth of her.prewar national

| wealth, . Destruction’ on land ‘and
‘| 'sea, internal .and external djsin-|
| vestment, the incurring of debt in
|'the form-of sterling balances and!
the: running down of gold and

dollar. reserves  haye. been offi-
‘cially. ‘estimated at mnot''far short

“| of $30 billion,  Her fanatical single-

mindedness - has ;made: her. for
5., depend-.on outside

n.lend, lease . and

d. Canadian cred-

its, and now .she will. be, as:the

-linchpin: of 'European’ recovery.

the largest recipient of Marshall
aid.~ Without - Marshall  aid  the
-prospect .of a.decent standard ‘of
living would have been:delaved
for years. Drastic cuts would have
had to be made in dollar- and
gold ‘purchases, 'bringing ‘whole-
sale unemployment, distress and
dislaecation. in production. Mar-
shall ‘aid will not mean. greater

supplies for ‘Britain but it will

mean a reduction .in: the drain on!-

ed - everything /to. the ‘winning| i,
he war; She-saved herself by.|sh
: ! 3

gold and dollar reserves implicit

\in the current import program. It

will mean—and this is very im-
portant to recovery—freer trade
and freer exchanges within and
without Europe and with this in=
creased cooperation there will
come the restoration of conditions
of multilateral trade,

Balance of Payments Sought
; The first aim of British policy
is to secure a balance of tverseas
payments, particularly with dol=
lar countries, This means a great
stepping up . of . British . exports

.andthe cutting; down ‘of imports’

to a ‘minimum. Even with Mar-
shall aid there will be.in;1948 AN

-adverse- balanee: of £ 250 ‘mittion

as compared”‘with '£70 milllon in
the prewar year, 1938. The prob-
lem of the balance of payments
is not, be it noted, a temporary
one but it will be with us for a
generation. To solve it we must
be content for-quite a number of
years with a smaller total of im-
ports than before the war, with,
as already noted, a much needed
increase In exports to pay for
these imports, Imports last year
were less than were planned and
only 75% of the 1938 volume. Ris-
ing prices had a very adverse ef=
fect and made the cost £124 mil-
Lon greater than the forecast so
that the net result was that less
was obtained and more had to
be paid for than was anticipated.
Now look at the export side of
the account. ‘Exports, owing  to
a series .of misfortunes, mainly
low coal production and bad.
weather, were less than planned, .
but so great was the export drive
from the  fall ‘of 1947 ‘that"the
value of exports-was only £75
million less than the estimate for*
the- year.- Only ‘11% of exports
‘were shipped to the United States,’
Canada and Argent.ria, hard curs .
rency markets, and the gap had‘to *:
be’ bridged ‘by - drawings: on- gold '

-and. dollar reserves. - Qwing :tg> *

political uncertainties .throughout
the "world, “government.-expendi< -
e il

‘of prewar, were very muech-below

“Invisibles” in fact were net mi=+:
nus £ 15 million as against a: net_
plus . £248 ‘million in 1938, -+ All:
these adverse factors are reflecte
in the drain ‘'on gold: and dollar
which was more than.50% greate

than the gverall defici §

- The: broad._ strategy then'of res.

covery lies in ‘increased’ produc=:
tionand ‘increased’ exports. Al=
ready “-industrial production.. ‘is.
.abhove: prewar level. In Fepruary..
this - year - industrial - production .
was' at-its highest since the end’.
of the war, It was 124 (1946=100) -
as against 109 in 1947 and 120 in’
the last quarter of 1947. These"
are remarkable advances. In-the
third quarter of 1947 industriall
production was 9% ahove prewar :
(1938). - Agricultural. production -
was some 6% above prewar, the
(Continued on page 40)
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~ From Washington
- Ahead

of the.News

By CARLISLE BARGERON

i

. get them out of power.

. The New Dealers are so amazingly'successful.with t_heir pzfop_a-f
- ganda-that it would seem, on the surtace, almost impossible ever ‘to!
They are unmistakably on the way out—

which'influential figures are run-

this is .apparent from the :way in
ning for cover, Fdi b

-a-Cabinet-
member,. Sec~
retary of Ag-

.ton Anderson,
.one of.the
better ones
incidentally,
-sees the hand-
~writing on the
wall and re-
.signs ‘to’ run
for the Senate,
Election to-
that body will
give . him a
job for. six
years after the New Deal is dead;
and gone. Similarly, a New Deal|
Senator, and a respected one, Carl
Hatch of New Mexico, figures he
haq better grab that security|
-which comes with a Federal

.judgeship,

You hear other New Dealers.
men who cashed ‘in on' the so-
called Roosevelf revolution, - be-

Carlisle Bargeron

_ ‘Binning to mock it and savin~ e

-you that it was the damndest
bologna which was ever fed to
men -and women, and they knew
it was such—so they say with a
shrug- of the. shoulders, all the
-time—but, you know how it is,
they played: ball, All' over town
the New..Dealers are int an-apolo-
getic mood, dpparently irying. to
-escape - the . social and’ politieal
ostracism  which, they figure: is
coming to: them. .- '-_

. When' you ‘see these things you

. know that the New Deal-jig is up.

But" when  you' contemplate the
New Deal propaganda you wender
‘how it. can be so. ‘And in the
meantime, " this propaganda. is
costing' us plenty..of ‘money,: not.
for the  pay. of the.propaganda
itself, but its effects.

- . Take the burning question.of

...Communism and Soviet Russia.

.. The fact .that Stalin is today
astride of Eastern Evrens apA sc
much of a menace as Hitler ever

was, is of New Deal devising. You |

would think.they would be bit-
terly ashamed of it and that the
last thing in the world they would
admit is that this is the situation.
, Instead, ‘they make a virtue of
it. They .use ‘it to ‘justify the
spending of some $15 billion an-
nually. on the military. Rather
than. going about such an expen-
diture timidly, they do it boldly:
They even-put the Republicans
in a hole on it.

1 They' capture the Republicans’
Senator ‘Vandenberg'and  make

 him-an'ally of their crusade to|
< Stop . Communism  in  Europe by |!

.. the: spending of some. $6. billion

annually “in ‘addition to the:mili~
tary.outlay. Indeed, they make the
Republicansapologetic, * Most of’
“them. Taft, for example, like-to
tell . ‘how ° throligh - Vandenberg,
they have pursued'a bi-partisan

. foreign < policy. They. don’t ’like

the ‘way “the: ‘Administration’ is

"+ pursuing’this "Bj-partisan “foreign

- policy, they ~say,” but'they don’t
tell just where and why. & "~
) So beaten are they in ‘this prop-
aganda’that they ‘may: be forced
at . Philadelphia_to. nominate the
iman who has: been .an ally of the
' New Deal on this proposition.:
-} Let's, retrace our.steps.and-see
how ‘this ‘propaganda: has -made
monkeys .0f the  Republicans,
though apparently..not'enough to.
save the New Deal-in November,
but maybe enough' o' dictate’ the
Republicans’ Presiderntialnominee.,
¢ It was " the “Republicans  who
first raised ‘the hue and cry about
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"Russia.can:be brought ‘ahout; ‘any-

| Communism “and Communists.’
/| They ‘were not talking ‘about’the |-
| physical military: force which'So-
/| viet- Russia ‘might offer; but the
|| Communist
| powerful and -which - can’t be
|'stopped by armies, atomic bombsg

idea that. is 'more

or planes, Frankly, they ‘were

| talking about the Commies in this
|| country, the way in wh.ch undei

New Deal' sponsorship, they hac
infiltrated into places of influence,
into labor unions, iinto the very
government itself. " They seemed

| to be going places with tneir issue,

Then the New Deal under Harry

Truman announced that it was

even more worried about the
Communists than the Republicans
were, except -that having a
broader vision, being more ac-
quainted  with world affairs, more
acquainted with the way in ‘which
the world had “shrunk,” having
because of its conduct of the war
and having ‘traveled abroad anc
met Pashas and Abdullahs and
Emirs and Dictators, ete., its con-
cern about Communism was on a
wide and global front.

Long ago, the New. Deal, with
its multiple tongues, got off Main
Street and began to have a de-
lightful time .in the Old World
salons,

So, from the Republicans’ con-
cept of ‘a domestic. Commie: hunt,
the New Dealers made it a bigger
and more tremendous' enterprise,
involving the speriding of-no.little
of our good money. They made
it an enterprise of -spending bil-
Lons for. the: military: and . addi-
tional . billions  for. rehabilitation
in Greece, Turkey,:Europe: gen-
 erally and China, In the mean-
| time, they have . done -little or
' nothing  about such a’ trivial mat:
ter as getting the Commies out of
our own government. Notwith-
standing they have given lip'serv-
‘ice to this Republican ‘demand,
| they have resisted to the ‘limit of
' their- ability, every serious:effort
to get them out.

The New. Deal is getting away
.with this because the great-ma-
jority of the  Republicans got
'badly burned with Pearl Harbor.
'They were: the so-called: isola=
tionists who 'were- against - just
:such as happened: in' Europe; the
killing off of Hitler to. make.room:
for. Stalin, just  whdt they  pre-
'dicted. In those pre-Pearl Harbor:
.days they talked.against. our ‘be-
;coming involved, They were fight-
ing against it;" necessarily ' they
were pooh-podhing - the - alarms-
'that - the _ interventionists- : were
‘spreading, . . s '
Now -they- are being--e¢harged.
:amazingly enough;. with not. hav-|
Jng had.the.vision of: the. Great.
Roosevelt ‘who:.ceuld- see:coming:
what'he was determined.-to:bring|
:about. o A

‘ence,  that. a.clash: . with‘ Soviet
day.- So they are. not ‘going: to

igainsay the Military, they.dre not
going to. turn down ERP:funds:to’

bunk and that - continued: main-.
tenance  of " the Military -on . the
basis it -is ‘comirg fo ‘live and
hopes'to' keep on'living, and such
as ERP squandering; ‘they 'know
this will do to ‘us what Staliri coutd’
not hope: to. do. himself; ‘but ‘they:
intend’ to do’ nothing to- stop ‘it
until they attain ‘the Presidency.

when :there will: be an' entir

different-atmosphere about men=
aces and crises. ’

.| Bankers Association, San Antonio,

| They - know, . fl.:'(v)ﬁ‘l“} sad ‘experis|

save Western Europe from: Com=.| |
. munism. - They know' it:is 90%
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Prominent: Texas

problems with which we are
befgre the $

~ “Threatens

Chairman of the Board, Frost National Bank, San Antonio, Texas

banker, declaring threatened inflation holds possibilities of disaster to our economy,
‘traces departures from.stable and sound money principles since enactment of Gold Standard Act of
1900. Contends Glass-Stegall Act of 1932 led to abandonment of sound money set up by Federal
+ Reserve: System and has distorted its provisions without accomplishing beneficial results, Says ‘it is
. Administration’s purpose to use Federal Reserve to further “easy money” policy, and that only adequate
. remedy. against insecure. currency is a return to old gold standard. Advocates a monetary . commis-

/By J. H.. FROST*

sion to study currency reform.

The Departure From Sound Money
Economic Disaster

I think we can all agree that we are living in a period of great uncertainty. Undoubt-
edly there is room for disagreement with respect to the relative importance of the various -

confronted, but it is my opinion that there is no problem

American
péople ‘today
whieh holds
more possi-
bilitiesfor dis-
aster to: our
zconomy than
the ' question
of further in-
flation.

It seems to
me. also that
there is no
MOre . appro-
priate forum -
for the dis-~
cussion of that. -
particular
problem than a Bankers Conven-
tion. It would seem that bankers,
as the custodians of the: people’s
money, should be more interested
|than any other class of the popu-
|lation . in the maintenance of
isound money. ' Curiously enough,
- however, the history of most, if
not all, of the disastrous inflations
jof ‘the past indicates that bankers
have:'usually .been: quite eompla-
cent—and often_have cooperated-
in."producing monetary -inflation.
This seems. to. be. largely due to
the “fact -that - the liabilities -of
jbanks 'are _all: monetary and can
bedischarged by payment in the
imonetary: unit no matter how far

J. H. Frost

and .1 believe that, if the bankers
of America . really wunderstood
what -has happéned and: is hap-
pening to the people’s money, they
would arouse themselves and de-
mand and finally .effect a return
by this country to a sound cur-
rency redeemable in gold, with
the clear right on the part of any
American citizen to own and hold
gold the same: as any other prop-
erty. It is almost incredible that
this liberty-loving people could
have apparently approved.its gov-
ernment making it a criminal of-
fense, punishable by confiscation
and fine, for an American citizen
to own or hold gold in -his pos-
session, -and this in spite of the
many examples of shattered econ-
omies, poverty and suffering di-
rectly attributable to irredeem-
able paper money.

How Irredeemable Money
e«Came . About
Now I should like to outline
certain thoughts . which I. have
with regard to the means which
have been employed in bringing

the money supply, with the con-
dident - belief that -such money
‘would always retain its purchas-
ing power because of the fiat of
the government. On the other
hand, there were the advocates of
the theory. that money is ' not
wealth but a medium of exchange
for facilitating .commercial intex=
course, and that, if it is to be the
yardstick or measure of value, it
should consist of or be readily
redeemable in. some . commodity
having a stable value in the mar-
kets of the world independent of .
government fiat—the same line-~
up which we have today. How-
ever in. 1900, the advocates of
sound money redeemable in gold
prevailed, where as today they
have been defeated and the advo-
cates of the “easy money” policy
and the unlimited issue of dis-
‘honored currency, irredeemable
in anything, are in power.

Since I am to refer to “sound
money” from time to time, I think
I had better make: clear exactly
what I.mean. Whenever in:this
Wdiscussion I use the term “sound

about the fantastic increase in the
supply of irredeemable money in
this country. In order to de this,
.1 think it necessary to go back to
.the. year 1900, -when; the Gold
Standard,;"Act - was.  ddopted . by

the-depreciation’of its purchasing
jpower may have progressed.

!“iAnother contributing cause for
the "bankers’ complacency is that
it ‘is “almost impossible to make
losses~ during .a period of rising
prices ‘produced by monetary in-
flation.: The people who suffer

from depreciated money are not |

the bankers or-custodians, but the
depositors or owners of the
money. Somehow, it seems to me

that-the custodian should feel an |

implied  obligation to at least
make an effort to influence events
so as to be .able to return money
of ‘the same intrinsic. value and
purchasing power as was en-
trusted to him by the depositor, I
don’t think that this is too much
to ask and expect from the men

at the head of American banking,

i *An address by Mr, Frost before
the ‘Annual Meeting of the Texas

Texas,- May- 25, 1948.

Congress as a direct result of the
many monetary disturbances and
discussions which. were more or
less continuous in this -country
from the end of the Civil War
until that date. On the one hand,
there were during that period the
advocates of the “easy money”
policy based on an increase in

money,” I mean “money made of
(or unquestionably redeemable in)
a.commodity . which has a: stable
value in the markets of the worla@
independent. of government. fiat.
Sound money as applied to. coin
means- money - wherein. the com-
mercial value of the bullion equals
its coinage value.  Sound money
as applied to paper or token
money of any kind means that
which is redeemable .in money
wherein the commercial value of
its bullion . equals its coinage
(Continued on page 34)
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FIDELITY.PHILADELPHIA TRUST BUILDING
123 SO. BROAD - STREEY, PMILADELPHIA 9
TELEPHONE KINGSLEY 5-8200

.

-4 . successful . oil' wells ‘have. been
- completed  in’ Tatums: Field; Carter-: |
.County,  Oklahoma; and 1 discovery
well’in Clay County; Texas, by Wich= -
Ita’ Rivor Oil Corporation. within the

+1ast 90 “days. - : e

7 Qil-Exploration Company owns 51.25%

.of theyoutstanding; capital stock: of .

.-Wichita- River Oil.. Corporation.

. Continued. drilling -activity. shoéuld

~produce, further successes .in these
‘Jocations - and --also in ihe  Doyle,
-Cruce; 'and Sholem: Alechem Fields, in

“ Stephens ;County,.. Oklahoma,' where

T Wichits River ‘Oil Corporation owns

- producing properties. e ¥

+ il Exploration = Company ' common
istock is traded in = the * over-the-

i counter.. market, . .

- Approximate Market $6

;ﬁlg‘fk!ilnratinn’fGnmpany' ‘

*Birmingham Electric

Northern States Pow
Northwestern Public

Southwestern Public

Chicago New York Boston

~ "PUBLIC UTILITY PREFERRED STOCKS |

Central Illinois Publi¢: Service: Company
*FleridaPaower Corporation ' -

_*Florida; Power and Light Company
Indiana’and Michigan Electric Company
Towa Electrie Light and Power Corporation
Kansas Power and Light: Company

- *Kentucky Utilities. Company
Michigan Consolidated-Gas Company
Michigan Gas and Electri¢-Company
Minnesota Power and Light Company

*Northern Indiana Public Service Company

*0Oklahoma Gas and Electric Company
Publie Service Campany ef Indiana, Inc,
Sioux City Gas and Electrie Company

*Prospectus upon Request ~

- ACALLYN»»COMPANY

Company.

er, Company’ - -
Service Company

Service Company
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Some Economic Aspects of the Steel Indushry

By 'R. E, ZIMMERMAN *

Vice-President, Research and Technology, United States Steel Corporation.of Delaware

Dr. Zimmerman, referring to vast amounts expended by steel industry, in last decade to expand facili-

ties, calls attention to risks of over-expansion and difficulties in increasing plant capacity in relation

to raw materials and unstable market demands. Points ont producers want maximum capacity, and

cites _criticism of steel industry by Temporary National Economic Committee in 1939 because of over-

expansion, Says present high construction costs and consequent larger depreciation charges add to
: financial risks of over-expansion and would lead to higher steel prices.

Within a few weeks millions of American taxpayers will be indulging in spasms of
arithmetic, hoping that their figures, calculations, and estimates may yield answers in
harmony with the spirit and letter of a new income tax law. The 1948 Model has arrived.

Most, if not

B

all of you,
will be: mem-
bers of that
. happy calcu-
lating ‘group.
Periodically,
through the
kindly disci~s
pline of the
Bureau of In-
ternal Reve-
nue,, our citi-
zens devote
considerable
attention to
‘refresher
courses” in
: : mathematics
and -accountancy, combined ‘with
an-intensive review of logic.in the
- interpretation of sundry rules and
-regulations. In:anticipation of the
‘wholesale treat ‘which .is thus in
store for you, one ‘wonders wheth-
‘er a* discussion tonight of: certain
«economic. features of the' steel in-]
dustry should-be kept on a purely
‘qualitative ‘basis, or .whether the
doors-should be opened wide  to
the-onrush. of pertinent statistics.
Peikaps ‘on’ this’ occasion a few
necessary data, - if ‘not too’ many,
will serve to whet your appetites
for the feast of figures you will:
finish*just prior to June fifteenth.
The steel industry of-the United
States .is a large affair. It ‘must
be large to accomplish‘two impor-
‘tant . purposes, namely, ‘to fill the
requirements - of ‘the consuming
trade and to stand ready to furnish,
without fail, the needs arising
from all measures taken in ‘the
int:rest of national security. Last
year, operating at an average 93%
of rated capacity, the steel indus-'
try in the United States produced
84,300,000 tons of iagots, or 63,~
000,000 tons of .finished rolled
products. That:was between 53%
and 54% of the total world pro-
duction of steel. ‘A thousand cus-
tomers may rise in their seats to
say, ‘‘very well, but that was not

7R, E. Zimmerman

enough.” ‘Many others' will join |

them. The industry knows and
‘readily ‘admits that it was -not
encugh to satisfy all of the existent
demands promptly. It was, how-
ever, a remarkable peacetime
output and, under the conditions;
a mujor accorplishment.

‘Producer Wants Maximum

; Production .
Parenthetically, in :connection
with various statements and mis-
statements which have been made
in:regard to supply.’and demand,
~and particularly with respect to
the charge. of intentional curtail-
ment of output, let it be: known
once and for all that the steel pro-
ducer: is unalterably in favor:of
“maximum possible production; and
that he .is not irked by anin-
sistent’ demand for -larger ton-
nages, even though they may be
beyond his immediate .ability: to
produce. Every feasible effort has

beer: extended in the direction: of:
increasing vroduction; as the:fig-'

ures “for 1947 'will - testify—and
the battle of the backiog:is still

in progress. - PR oo e,
iJust how large the steel indus-
try should be is a subject of con=
siderable speculation, controversy,
and debate. Many who have joined
in the discussion during: this pe-
*An address by Dr. Zimmerman
before the New Haven Chapter,
American Society for Metals, New
Haven, Conn., May 20, 1948,

»

riod of partially satisfied require-
ments have confused the desire
for an immediate increase in the
availability .of steel with  argu-
ments. for enlarged  capacities,
millions of tons beyond the sub-
stantial - expansion: already well
under way. Of course we cannot
have both ‘at’ once, that is, im-
mediate increase  in -availability
and tremendous increase ‘in ca-
pacity. As steel is diverted from
consuming ‘channels and’ used to
build ‘new -‘producing- facilities,
within the steel industry.thatmuch
must be withheld currently from
the customers--who' are ‘in need' of
it. The -construction “and -equip-
ping ‘of ‘steel ‘plants is' a matter
:which ‘requires large : amounts ' of
malerial and-time; many thousand
of -tons -of- steel, -and - time- meas~
ured-in:years; if: noteworthy ad-
dilicns- are ‘to ‘be ‘made.

- This’ debate-over:size ‘and ca-:

pacity.brings-into focus, or should,
.a-number ‘of “iteresting’ economic
iconsiderations.. ‘It likewise raises
iquestions:-which -require; -but- do
not: always . :receive,. .reasonably
idefinite answers.® During ‘the past
110 .or 12¢years;. industrialists,. fi-
‘nanciers;" professional economists
and others ‘not. so-called have
spoken: their: respective pieces on.
‘the ‘subject, -and  the pieces have
not always agreed. There has even
‘been “time. for some opinions {o
shift sidewise. :

Berated for Over-Expansion

\In- 1939, when the rated ingot
cayjacity ‘in ‘the United States was
beiween 81,000,000 and . 82,000,000
tons per year, the Temporary Na-
tional  Economic. Committee  be-
rated the steel industry for its al-
leged over-expansion. Some agen-
cies of the Committee advanced
the ‘theory .that in such indiscre-
tion lay one of the causes of un-
employment -and - consequently a
significant coniributing factor to

.the economic depression.

“Within ' a- few years came- the
War, and the capacity which had

elicited. criticism was adjudged too

small. As rapidly as feasible and
with a single objective, it was in-
creased by approximately 14 mil-
lior. ‘tons. :Appropriate anterior
and finishing facilities were pro-
vided to. keep operations reason-
ably well balanced. In the face of
grave . danger,  and with - armed
conflict raging on every side, or-
dinary economic rules had to be
waived or subordinated to the all-
important task: of preserving our
national existence." ‘Without hesi-
-tation-when-andas‘the needs de:
vetoped, the economic rules-were
waived, "and .the ‘enormous - job
was: done ‘effectively in' record
timel il b s
“Thus, due to the extraordinary
‘pressures. and - requiréments of - a

wartime: economy;.the steel indus-:
-try of the United States came: to

have a‘peak capacity of 95,500,000
‘ingot (tons in 1945, or approxi-
mately 14 -million tons more than
in 1940. :Incidentally, 14 million
tons is almost the' size of the pre-
war  British steel ‘industry and is
equal to the alleged prewar steel-
making capacity of Japan. Natur-
ally there was-some apprehension
as fo’the manner in which the
expanded: facilities in the United
States could be made to tit into
the long-term - economic' picture,
alter peace had returned. :

The .“short-range :outlook was
less uncertain. For five years the

peacelime trade had been denied
its quota of products in which steel
was. an - important - item. ' Inven-
tories were depleted, innumerable
projects had been deferred, equip-
menl was wearing ‘or worn® out,
replacements ‘and ‘all  sorts of
maintenance work necessarily had
to-be kept to a minimum, and an
enormous reconversion job  was
to be done on’a nationwide basis.
Your own. anemic: washing ma-
chine and my reighbor’s seven cy-
linder car could be multiplied by
a million and used foillustrate
just.a small ‘sezment of the situa-
tion ‘prevailing in 1945, when ‘ac-
tive  hostilities .came to an.end.
There was certainly a nearby mar-
ket for such' a basi¢c’ material -as
steel, an .abnormally .Jarge. marc-
iket, .born ; of, years: of starvation
'and .enforced denial, - © .. .

The - pent-up .demand - for - its
iproducts. confronted. the 'steel in-
‘dustry - without' much delay, -and
ihas 'retained its ‘vigor for: more
than -two. years. -All af thé: same
time; more people have been press-
iing ‘for “more 'steel ‘ than -in - any
other period-within-the history of
the business, Itis as though every
outlet valve.-along. the line' had
‘been’' opened at once, and many

attempting the double task of mak-
ing up-deficiencies-while catering
to-current needs.

The producers of steel are-more
than agreeable to the perpetuation
of a high demand for: their -prod-
ucls from the. consumihg : trade.
They are likewise. interested -in
learning, as definitely .as possible,
what part-of the current volume
is due to' temporary war-begotten

mated as a reasonable level of de-
mand for sieel, to be produced in
the plants of ‘a ‘postwar America.
There is:-an economic side to the
stecl business, a-very critical side.
Insofar as econemic factors do not
conflict with the preservation of
the ‘national “security. they must
be aceorded due consideration.
Wars inevitably ‘work profound

come: through -a  cataclysm, un-
paralleled .in-modern times, 'The
affairs of the world are still badly
tangled. “One ‘cannot safely. place
the label of normality ‘upon any

Tomorrow ‘the signs ‘may- be dif-

adjusted .from.:time*to-time and
economic- forecasts can.be- made

‘riation. In:this :interludeof: un=
‘certainly; perhaps there is hothing
‘unwholesome about mixing-a few
‘teachings from: the: past ‘with>otir
thinking -and;projections: for ‘the
future, R Ny s G
“ /. Production Doubled , . . '
A Jook .at the statistical record
iwill show:that the American :Steel

:largést in the world, has not been
accustomed- to. the ‘'unusually rich
diet: of tonnage-‘developed *by’ the
‘recent: World War-and 'its .after-
'‘math. Last year, as-has been men-
‘tioned, the' in8ustry produced ap-

ingots' and -‘castings, a-peacetime
high. -Prior to -1940; the 20-year
average was a little less than 43,-
000,000 tons. about -one half ‘the

reached during: the First’ World

(Continued an page 27)

new:-outlets added: Industrial ac- |
tivities have been in ‘high- gear, |

shortages; and what might be esti-|'

changes, and we. have but recently |

of ihe' situations he" finds today:

ferent.’. Economic: plans. must: be

-only with ‘allowance for.wide-va-

Industry, - for:- many 'years: the

proximately 84,800;000 net: tons of |

1947 production. The :top figure |
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- Dealer-Broker Investment
" Recommendations and Literature

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

Dividends for More Than a
Decade—List of 266 common stock
issues dealt in on the New York
Curb Exchange on. which divi-
dends have been paid in-each year
for 10 years or more through 1947

Trinity Place, New York 6, N, Y.

Du Val's Consensus—Advisory
service giving total market opin-
ion in a non-technical, one-page
report—free - copy on  request—

Val’s Investment Consensus; 542
Fifth Avenue, New York 19, N.'Y.

—New York Curb Exchange, 86| G

write to Department 'P-1100, Du .

El Paso. Electric—Data—Buck-
ley Securities Corp., 1420 Walnut
Street, Philadelphia 2, Pa.

Also  available are data ‘on
Portsmouth Steel Corp., Maryland
Dry - Dock, and Seminole Oil &

as. ]

Ely & Walker Dry Goods Co.—
Analysis—Scherck, Richter Co.,
Landreth Building, St. Louis 2,
Missouri, :

General Crude Oil Company—
up-to-date memorandum for brok-
er-dealers: only—J. . W. Gould &
Co., 120: Broadway, New York 5,

“Fire and : Casualty . Insurance |N:Y.

Stocks—Comparison  of -earnings
of principal issues for 1947—Laird,
Bissell ‘& - Meeds, '120 Broadway;
New York 5, N, Y. '~ 0
"Market—Memorandum'ori. gut-
look==Stanley: Heller "& " Co., 30
Fine Street, New York 5, N. Y.

‘New-Trends:inRailroad 'Bond
Finanecing-—Memorandum ‘in
“Fortnightly Investment Lettei-
H.'Hentz '&:Co.,'60 Beaver Street,
New York:4; N..Y, " e
Inthe same issue ‘are’ evirrent’
data on 'Nickel: Plate-Wheéling ‘&'
Lake Erie, Central States Electric
Corp.; and:Ashland 0il & Refining:
Company. ~.  ‘Liw i ol

... Railread ' Developments-— Cur-
| rent: news: of 'the-industry-=—Vilas
| & 'Hickey, 49 ‘WallStreet, New
York 5; N.Y: i« . : :
L e e el g
“American: Overseas’ ‘Airlines-—
' New: ‘survey-—Schwamm: & “Co,
.50 Broadway; New York4, N. Y.~

. - American:Water Works Ceo.; Inc:
—Memorandum=—A: M. Kidder; &
Co., 1 WallStreet,” New -York 5,
INGEY: eyt 0 :
Anheuser Busch, Ine.—Circular
—Stifel, Nicolaus & Co,, Inc., 314
North: Broadway,St. Louis 2, Mo.
Also available is a memorandum
.on.Sanger Bros. of Dallas
Appleton: Co. — statistical de-
scription — A. G; Woglom & Co.,
Inc., 49 Federal Street, Boston 10,
Mass.: { g
Also available are:statistical de=
seriptions -of Maine Central Rail~
road and Bates Manufacturing, - '

Beatrice ‘Foods Co.—Memoran-
dum—A.:G. Becker-& Co.;, 120
South'La ‘Salle Street, Chicago' 3,
Illinois, ' L .

. > Canadian Pacific: Railway—
Memorandum’ —Hornblower' . &
Weeks; 40 ‘Wall Street, New:-York
;- Consolidated - Rock Products Co.
““Analysis ‘‘and- comment--~Max=

California. - - i

randum-=Kitchen: & :Murphy, 135

Illinois. .

Co.—Memorandum — Smith,-Bar-

| York 5, N.'Y.:
| ¢Monon” and: .Northern.:
- Railway: Co.:

- Distillers Corporation-Seagrams
—Memorandum—Stern & Co., 25.
- Broad Street, New. York 4,’N: Y.

Broad Street, New York 4, N. Y.

well,’-Marshall & "Coi, 647 .South-
.Spring.. Street, ~Lpst-?'Ange;_lg§} ;14;?.
| ‘Delhi’ Oil’ Corporation--Memo=:
South:La Salle- Street, Chicago 3,/

: Dénve;' & Rio drahdefnailrddd‘ Co
‘ & Co., 14 ‘'Wall Street, New" T e
Yor AR ’ Lol Parker @ Appliance -Company: <.
- Alsaq available are :cireulars ‘on
Pacific |

; DuMont, Labora,tories;Detailedj
circular—Joseph Mayr & Co., 50

o

" Glidden. Company — Memoran-
dum—A: M. Kidder & Co.,'1 Wall
Street,:New. York 5, N. Y. :
¢ Imperial- Oil: Limited -~ memao~
randum.— Sutro Bros'& Co., 120
‘Broadway, New. York 5, N. Y. '

7James Manufgcturing: Co.—Mem-

‘[‘'orandunmi—John: B Dunbar &: Ca;,

634! South” Spring-Street, Los An-
geles14;:Calif, " " /s
«Kearney: ‘& . Treckler ' Corp.—
‘Opinion and outlook—-Riley & .Co.,
‘First': ' Wisconsin. 'National . ‘Bank
‘Building, Milwaukee 2, Wis, ", -

' Los Angeles Dept. of  Water &
Power—Circular—Heller, Bruce &
Co.; Mills ' Tower, San"Francisco 4,

€alifornia. . "

*Lynchburg ‘Foundry. Company,
Ine.: — Memorandum ,— Strader,
Taylor- & Co., Inc., Peoples: Nar.
tional Bank Bldg., Lynchburg, Va. - -

Manufacturers Trust. Company
of ‘New: York—Analytical ‘sum-
mary—Dempsey-Tegeler & Co.,
210 West Seventh Street, Los An-
geles 14, Calif. s Y

Also available is a' summary. of
Great: American Insurance. Co,

Morgan Engineering Co.—Card
memorandum—G. = A. . Saxton &
Co.,: Inc., 70 ‘Pine Street, New
York 5, N. Y.ir :

.~ National Bank of Detroit—Anal-
ysis—Paine, Webber,; Jackson &
'Curtis,”’ 25 Broad ! Street,: New
‘York 4, N, Y. P

Alsoeavailable  is a:'memoran
dum: on.Security First Natiomal
;Bank .of Los Angeles. gt

:.«National . Steel :Corporation—
iAnalysis—First. Boston -Corp., 100
Broadway, New York 5, N: ¥, = .
“National Tile & Manufacturing
{Co.—Circular—Bond ;& Goodwin,
‘Inc;, 63. Wall Street, New. York 5;
NEY, Fomestit .

VP New. York, New. Haven & Hart-
ford Railroad--Descriptive: leaflef
““Newburger. ', Loeb . & -Co., .. 15
fBi;oadf Street, New. York 5, N.. ¥

|/ “Ohio . Leather Co.-Memoran—

idum=—Wm. ' J..~Mericka :: &/ Co.;
|'Union. Conimerce, Bpild-in‘g,- Cleye~

land’14, Ohio. . . :
.0il Exploration Co, — Data-—
Comstock. & Cos, 231 South'La
Salle Street, Chicago 4, IL ..

circular. — du Pont, Homsey. Co.,’
31 Milk Street, Boston'9,.Mass.. -

* *’| * Pathe’ Industries—Card : memo—

randum—Comstock * &. Co., .- 231-
South ‘La Salle Street, Chicago 4,
Illinois, O e el

. Public National Bank & Trust:
Co.—Analysis—C, E, Unterberg & .

(Continued on page 47) .. %’
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Is Bnhsh T:ade Recession Commg"

Dr. Emzxg, commenhng on- end of Bntams mﬂatlonary boom,

reports. falling ‘off in' demand of certain consumers’- goods.- Sees -

supply of money’ becoming tighter, and- public ‘spending reduced,’

wlnle British - exporters. are_handicapped by lack of sterlmg in
many. countnes.

; LONDON ENGLAND—There are indications that the inflation-

: “ary boom that has been going on-in Britain since. the war, is drawing
near its end.’ Until recently the public appeared to have almost

unlimited purchasmg power, and.

almost any ‘kind of -goods* which

became avail-
able after:
having beén |
unobtamab’le ;
during the”
war were?
snatched upin™
a. very. short’
time. In recent;
months;” how-"
ever, demand-!
has become
more selec-
tive, and buy-
ers have
shown sigps
of hesitation
in face of the
highprices..
The retail trade is congested with
articles such as.radio sets, electric
ixres, elc., and industries produc-
ing such goods had to dismiss tens
of thousands of employees, : De=
mand for furniture and expensive
household goods has also abated.

Evidently, the supply -of money
available for the public for spend-
ing on consumers’ goods iz becom-
ing tighter. The working classes,
which until now have been spend-
ing freely on goods hitherto out-
side their reach, are now less lav~
ish in their expenditure. Wealthiex
<lasses, too, had . to curtail their
spendings. - Until recently . they
were . drawing on their capital
with comparative equanimity.
They had reckoned that taxation
‘would sooa ‘become less prohibi-
tive, so that they would he able
to live wiihin iheir incomes once
more, But now they are beginning
to _realize that hopes for taxation
cuts are remote, and that the
small capital levy introduced in
this year’s budget is foreshadow-
inz worse things to come. So they
have to go slowly with - their

spending.

The budgetary surplus has con-'
tributed towards checking the in-
flationary trend. But the rising
prices thermselves  have gone a
long way towards mopping up
surplus purchasing power. If a
household of modest means has
to buy one single piece-of furni-
ture, one carpet, one set of cur-
tains only, at the prevailing prices,
it absorbs all the money they can
spare out of their current earn-
inge, and very often it necessi-
tates the use of savings. Hence
the decline of the demand for all
goods except primary, necessities.
Thie removal of subsidies from all
kinds ‘of - essential = goods other
than  food has also gone some
way towards reducing the amount
of money available for spending
on secondary necessities.

In several.branches of industry
a distinct trade recession has set
in. This is due in many instances
to the difficuliy in finding mar-
kets for exports, not only because
seliers’” maikets are giving way_ to
buyers! markets, but also owing
to lack 'of steriing in many coun-
tries. Moreover, British exporters
are handl'-apped in the “new”
countries by the prevailing  cor-
ruption in the allocation of import
licenses.. The well-known integ-

~xity of the British civil service is

proving a grave handicap in this
respect, for British firms are en-
tirely without experience in brib-
ing, and aye thercfore-at a dis-
advantage in competing for im-
port licenses in many countries.

In addition to the contraction of
" the demand in the- home markels

Dr. Paul Einzig

"'} and in the foreign markets, Brit-

ish business: is beginning to feel
the lack of imported raw ma-

| terials in. many directions. Tt"is |
‘| feared” that in spite. ol ‘Marshall

dollars. Some of our large banks

-lions- of dollars, A few years ago
a hundred million-dollars seemed
“immense. Today it is passe, With
_so many Over-The-Counter stocks
selling at their lowest prices in
years, yet showing, in many cases,
‘the largest earnings in their his-
 tory, the investor can well say, in
the not: so.far distant future “I
Icertainly- missed -the -boat in" the
Over-The-Counter market.”

ete. “Today ‘we talk in billions of |

_have deposits: running’ into: bil-|

Brallsford Co. Adds

(Speclul to T rm.n«cm. Cmomcu)

CHICAGO, ILL.—Walter J, Ly~
man has been added to the staff.
of Brailsford & Co., 208 South La
Salle Street, members of the Chi-
cago Stock Exchanges.

Wlth Hemck Waddell Co.

(Speclll to. Tie. FINANCIAL CHRONICLE)

' FT. WAYNE, IND.—Clare  A.
Johnson  is:new . connected with
Herrick, Waddell' & ' Reed, Ine,
Merchants Bank Building; Indian-

apolis.

With RAnson-Davidson Co. .

(Special to Tue FINANCIAL CHRONICLE)

ST.PETERSBURG, FLA—
Charles M. Cyran is with Ransonr :
Davidson™ Company, Inc., Florida
National Bank Building.

With A. G. Becker & Co.

(Special -to Tug FiNaNciAL CHRONICLE)

CHICAGO,  ILL. -— Henry D.
Freedman is now associated with
A. 5. Becker & Co., Inc., 120 South
La Salle: Street, He was formerly -
with Straus. & Blosser.

aid this factor is likely to become |~~~

the: most: lmpmtant single:‘cause
in " resulting” in unemployment.
Through the operation ‘of the vi-

clous ' spiral: of - contracting :pur-|.:

shasing: power;  such' unemploy-

‘|ment will tend to create: further|:
: unemployment ‘While at the pres-|:

ent time’ employment 'is still at a
very- high- level, and there is an
acule scarcity. of lapor - in".many

| industries; it is. widely: believed

that by: the end of the year a fair

degree. .of .unemployment will|.

make its appearance.

‘Possibly this view may be un-
duly pessimistic.* But the former-
ly  implicit faith: in the  perma=

nancy of full employment has}

become gravely undermined. It ig
now realized that neither a liberal
credit policy nor a policy of creat=

ing. employment. by means. of}

well- timed public works and cap-
ital ‘expenditure program.is. nec<
essarily ', capable of preventing
large-scale .unemployment if the
exchange posilion necessitates :a
limitation of raw material im-
ports.

Opportunities in
Over-Counter Market

By WHITMAN C. HAFF

Mr. Haff, noting many over-the-

counter stocks are selling at low-

est prices in years despite larger

earnings, - sees . opportunity ' for

dealers and investors in these
# shares,

One phase of the rise in the
securities: market has been the
failure of the Over-The-Counter
market, in general, to follow the
price appreciation and volume of
listed stocks.

It would certainly seem -as if
this situation could not last very
long ‘for there are many, many
Over-The-Counter stocks today
selling far below their intrinsic
values yet showing large earnings.

With the present market-in listed | -

stocks: in an upward trend, it
would certainly seem as if Over-
The-Counter stocks cannot remain
long in'their present price range.

Thé Over-The-Counter market
has to depend, largely, ‘upon
traders and retail salesmen. for
distribution; therefore, -securities
in this market, more or less, have
to be “talked up” and explained
to the investor, while this is not
quite so much. the case in listed
stocks. It is also very possible
that many people in the Over-
The-Counter securities business,
who have had an excellent reason
for: being discouraged during the
past two years, cannot overcome
this feeling and turn to the opti-
mistic side of the market.

If one will stop and think of the
billions of dollars that are about
to be spent by this government
over the next few years for all
kinds of merchandise, food, guns,
tanks,  planes and ships he is apt

to get the “blind staggers” In
what other way can all this be
reflected but in -the 'securities
market? It certainly ‘would seem
as if earnings could go up to a
point where they will probably be
the highest ever seen. :
Billions of dollars for prepared-

ness, Billions for European Relief !

there is only one choice...

When you’re in the spotlight and
you’re judged by your hospitality,

A Schenley Mark of Merit Wﬁlskef.

peety W ord

Rare Blended Whiskey 86 Prott. 62'/1% Gram Neutral Syﬁnunts Copr. 1948, Schentey Dushllers Corporahon. N.Y. c.
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‘Bank and Insurance Stocks
= By E. A, VAN DEUSEN == :

This Week — Bank Stocks

Two weeks ago this column reported that it was anticipated that
the rate on Treasury: Certificates to be offered in June and July
would be raised: from 1% to 1% %. The subsequent announcement
on May 13 by Secretary Snyder that the rate would be maintained at
1%8% was a complete surprise. Only a few days previously, at the
American Bankers Association convention, a'“high Treasury: official”
had plainly intimated that the rate would be increased.  Furthermore;
the Federal  Reserve Board:has been urging Congress for many
months to tighten credit, while just the day previous to Secretary
Snyder’s announcement Allan Sproul, President of the Federal Re-
serve Bark of New York, told the Congressional Joint Economic
Committee that it was ' definitely desirable to increase short-term
rates and that this could be done without disturbing the present 22 %
long-term rate. It is significant, however, that Secretary Snyder is
quoted as having said there might'be an appropriate.time later to
make an adjustment in interest; rates. ! 1 ‘

It is all very puzzling; and: appears to: substantiate-the: charge:
80, generally made, to wit: the Government’s right hand doesn’t know
what the Government’s left hand is doing. At least, both hands seem
all too frequently to work at cross-purposes. Certamly, an easy-
money low-interest policy is inflationary, whereas a policy of credit
restriction and high interest rates is deflationary.

So far as the market price of New York City bank stocks ares|
concerned, the disappointment of the bankers was not refleeted in|
the market. On the contrary, the American Bankers Index: has moved; :

up 2.0% as follows:

American Bankers

Market prices of individual stocks ony May 10. (before the an-
nouncement), May 14 (the day after the announcement) and' Friday;
May 21, are shown in the following table: - E

Asked Price:

% Change
May 21 from May 10
2594 —0:5%.
340:
43%,.
95%4
38%
431
453,
56
1,360
285
179,
53%
43%
92
43
570

! May 10
Bank of Manhattan

Bank of N. Y, & 5th Avenu
Bankers Trust \
Central Hanover

Chase National

Chemical Bank & Trust.___
Commercial Bank & Trust..
Corn Exchange

First National

Guaranty Trust

Irving Trust
Manufacturers. Trust
National City

L

P
(TP s A =S T Y ER

¥4 |t [t

o

54
43%
93
4215,
570

Q
=3

N g.
3.6
No Chg.

AVERAGE OF 16._. +1.5%

Only four of the 16 stocks were lower on May 21 than.on May 10,
and these only fractionally; approximately 0.7%. New York Trust
and U. S. Trust show no change; Corn shows the maximum"gain of

2% and Central Hanover the minimum gain of 1.3%. It is an inter-

sting coincidence that the highest priced stock (First National): and
the lowest, (Irving Trust) both show a gain of 3.0%.

Holdings of Government securities by the New York Member

+o

Y

BANK

and

'INSURANCE
STOCKS

Laird, Bissell & Meeds

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

NEW JERSEY
SECURITIES

‘1. S. Rippel & Co.

Established 1891

18 Clinton St., Newark 2, N. J.
MArket 3-3430

N. Y. Phone—REctor 2-4383

WHOLESALE MARKETS IN
BANK and INSURANCE STOCKS

GEYER & (0.

INCORPORATED
NEW YORK 5: 67. Wall Street
WHITEHALL 3-0782 NY 1.2878
BOSTON 9 CHICAGO 4 LOS ANGELES 14
10Post Office Square 231 S. LaSalle Street 210 West Seventh Street

‘ HUbbard 2-0650 FRAnklin 7535 Michigan 2837 YUkon 6-2332
BS-297 CG-105 LA-1086 SF-573'

PRIVATE WIRE SYSTEM QON'N'EOTING: NEW YORK, BOSTON, CHICAGO,

SAN FRANCISCO 4
Russ Building

‘Banks during May have been moying. up moderately, also, loans, as
follows: g :
] May 19, 1948:
$1,278,000,000
©77891,000,000
. 564,000,000

April 28, 1948°
$1,058,000,000°
880,000,000
528,000,000,
8,412,000,000"

: | $10,878,000,000 $11,091,000;000

652,000,000 -
232,000,000
123,000,000
141,000,000
5,030,000,000
778,000,000

$6,956,000,000

Treasury: Bills: I
Treasury Certificates
Treasury Notes

U. S. Bonds,

Total U. S. Governments

Loans. to Brokers

Loans for. Securities

Real Estate Loans

Lioans. to Banks.

Commercial and. Agricultura
Other Loans

231,000,00€
132,000,000
194,000,000
5,062,000,00C
767,000,00C

$7,046,000,000

Total Loans

y
Total Loans and Investments___,  $19,023,000,000

In closing this week’s.column on: bank: stocks it perhaps is not:
inappropriate. to quote: “Moodys Stock Survey’ dated: May 24, as
follows: “Failure to increase: the certificate rate may.postpone fur-
ther-increases in.lending rates. But banks. have not yet: experienced:
the: full effect: of recent: rises’ in interest rates. In view of:the im-
proved outlook, and. an apparent reversal of the Administration’s:
credit policies, selected bank shares remain suitable: for conservative

8,358,000,000

*660,000,00(

$19,230,000,000 |

American Bankers

income.” *

| Grimm & Roberts With

B B [
Eastman, Dillon & Co.

CHICAGO, ILL, — Edgar ' F.
‘Grimm: is now associated with the
Chijcago office’ of Eastman, Dillon
& Co:; 135 South, La Salle Street.
He has been: in the investment
business for the past 20 years and
formerly: was Vice-President of
Wheelock . & = Cummins; prior
thereto _he was connected’ with
Paine, Webber, Jackson & Curtis;
and Kidder, Peabody & Co.

Eastman, Dillon & Co. also an~
nounce- that Willis L, Roberts has.
joined the sales' organization of
the Chicago office. He previously
was with. Wheelock & Cummins,
Inc., and Kidder, Peabody & Co.

Now Long Investment Co.
ABILENE, KANS.— The firm
name: of Robert J. Long & Co.,
Long Building, has been: changed: -

to the Long Investment Company.

By SHELBY CULLOM DAVIS*

- Insurance ProfitsTin the Public Interest

{

Former Deputy Superintendent. of Insurance;. State of New York
Partner, Shelby Cullom Davis & Co,
' - Prominent: securities expert’ and: former insurance official cites: very: bad. postwar showing of fire insur-
ance underwriting profits particularly as.compared to other businesses. 'Notes: consequent extinction: of
investor interest in: insurance, ‘securities, reflected in:sharp. market discounts from: liquidating: values.
Mr. Davis: concludes more adequate: profits: sorely. needed for- industry’s: progress.

My. topic is close not only to the hearts. but indeed to. the very lives: of those who
look to. fire insurance for sustenance. This is:a great industry, I need not remind you, one:

of the oldest and most honorable in America. - Depending upon it for livelihood' are not :

conly: those
-1 who. work for
: § the cqmpanies
-4 but those:who

‘work for

ragents and

brokers, for
adjusters and
" for all the

{ other myriad

! services per-

formed in

car?ying- out
the ‘appointed.
tasks. De-
pending upon
Shelby Cullom Davis it for succor
p in time of
need are those
upon whom calamity may strike,
the policyholders. And depending
upon it for existence is that large
and silent body of men  and
women who have placed their
savings in the industry, including
university endowments, hospital
endcwments; pension funds, funds
for retired ministers and mission-
aries and other philanthropic in-
stitutions.

All three of these great groups
dependent. upon  fire insurance
have one impotrtant interest in
common. - All three thrive on a
presperous: fire. insurance indus-
try. Conversely all three—worker
in insurance, policyholder, inves-
tor—suffer when underwriting is
not profitable.. Necessary salary
adjustments come more. slowly,
pressure is experienced on com-
missions, complaints. are: heard
about lack of capacity; dividends
lag. The root cause of each of
thegce ills, important in the aggre-
gale to millions of persons, is lack
of profits, .

Now let us take a good hard
look at the position of the fire in-
surance industry today! Amid a
sea of high business prosperity,
the greatest this country has ever
seen, the fire insurance industry
is-in the trough' of depression of
prctits, I will go further. Relative
to other industries, the fire insur-
ance industry is. less profitable
than at” any time: since the San
Francisco fire. And worst of all,
this sad situation has prevailed
for four long years.

Is it any wonder that problems
exist in this profits depressed in-

*An, address by Mr. Davis be-

OLEVELAND, PHILADELPHIA, 8T. LOUIS, LOS ANGELES, BAN FRANCISCO
TELEPHONES TO: Hartford, Enterprise 6011
Providence, Enterprise 7008

Portland, Enterprise 70085/ |i
Detrolt, Enterprise 6068 .. .|

i| fora  the Insurance ; Accountants

Association; New: York City, May
12, 1948, & it b

dustry? Problems multiply in de-
pression -just as rats in poverty.
Divisions of interest are sharp-
encd, feelings run high, accusa-
tions follow ‘upon ‘accusations, all
because of' one simple' fact, there
aren’t enough profits to go-around.

Relative Poverty. in Underwriting:

i Let- me - illustrate the relative
poverty in fire insurance under-
writing compared. with. other: in-
dustries in' America. today. - Last
year the 'statutéry- underwriting
profit of all stock fire and .marine
insurance companies was an: esti-
mated loss of approximately $84
million. In 1946 it was a lost of
$115 million. . In 1945 it 'was a loss
of $34 million. And:in 1944 a loss
of $22 million. . On the other hand
the average: statutory underwrit=
ing profit for the five years before
the war was approximately $28
million. . Or look atfire insurance
underwriting, from another angle,
that of the combined. loss and ex~
pense- ratio, (losses. incurred. to
premiums earned and expenses
incurred . to premiums- written).
Last year for stock: fire insurance
companies: this. ratio was. 98.3%,
in 1946:98.7%, in, 1945. 99.6%, and
in 1944 98.4%. Indicated - profit:
margins on this basis were, there-.
fore, the grand totals. of 1.7% in
1947, 1.3% in 1946, .4% in 1945
and 1.6% in 1944. Since the com-
bined. loss and expense ratio aver-
aged 94.3% during 1937-41, the
indicated profit . margin. during
those years. was. 5.7%. or nearly
five times as great. as during the
past four years, Actually the in-
dicated profit margin was more
than five times as great in prewar
because those figures are after
taxes compared with before taxes
in recent years.

Now: what: about: other corpo-
rate profits? - As a former asso-
ciate director of the New  York
Chapter  of the "American Sta-
tistical Association and for a num-
ber of - years. chairman of the
nationwide Capital Markets Com-
mittee, I claim- some familiarity
with the tricks of the statisticians’
trade. In computing other corpo-
rate profits, however, I am going
to.bend over backwards to be con=
servative.. I am going to use -as
my yardstick the Dow-Jones In-
dustrial Average which is com-
posed: of 30 of the leading corpo-
rations of the country. It is: well:
known. that the greatest advances:

-'in, profits have not been made by !

the big corporations who have
conducted. their  operations in' a:
glass bowl but by the smaller and
more marginal corporations who
could - charge what the traffic
might bear during the'boomtimes:
of - recent years without fear or '
threat for the most part of Con-
gressional investigation or labor
unpion pressure,

Relative: Loss of Ground

;Even on the basis of this'most
conservative: method of compari-
son it is apparent that fire insur-
ance companies: have lost tremen-
dpus ground relatively. If apolo=.
gists are needed, in: the language,
of the. past war, it- might be: said
the fire insurance industry has: -
executed a-most successful stra-
.tegic retreat. For example; in -
1945 the earnings on. the Dow-
Jones. Industrial Average were:
$10.56 per common share,.in 1946.
$13.63, and last year $18.86.. On:
the other hand. in the: five years:
preceding. Pearl, Harbor- average: -
earnings. were. $9.83. In other
words earnings. last year were no, -
less. than 929%. above; the prewar
average. For fire insurance com=. .
panies. underwriting earnings dur-.
ing.the past four years were more
than 100% below prewar average
on a statutory basiss — in. fact. ;
profits have been non-existant—.
and nearly 80% below on a coms=.
bined ratio. basis.

Is it any wonder that-investors,
have not been battering down. the: |
doors of fire insurance companies.
in order to invest their funds in.~
this' depressed industry? R

In fact, the situation is quite the
reverse.. I myself have been bat- -,
tering against the doors of various. .
of the savings pools in this coun= -
try and I would. like:to tell you a,
few stories about. the difficulties .
in raising money: for fire insur-~ .
ance companies at the present’
time. During the past: seven
months as investment bankers we
have been members of underwrit=,
ing syndicates engaged in raising:
new capital for seven insurance
companies; Our function has been -
to “stand by,” as the expression °
goes, and at the end of the offer- .
ing to stockholders to. take for
our' own account our proportion- -
ate -share of the underwriting:
group: for all shares unsubscribed
by stockholders. * b

. Now. this ‘stand by”: sounds;:

relatively -simple .and: as easy as: -
(Continued on page: 28).
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Second List of Requisitioned Dulch Securities
AMSTERDAM (via Aneta News ‘Agency) — The: Netherlands
Bank has published the second list of foreign securities which resi~

dents must offer and.: transfer fo the Bank before June.15;.1948; as
mentioned in our news bulletin of May 19.  The list follows:

' American Telephone & Telegraph Co.,
2%7% debentures due 1980, with coupon
Aug. 1, 1948,

« Associated Electrie Co., 4% % . gold de-

bentures due 1953, with coupon July 1,

1948.

Atlantic Coast Line Railway Co., 4%
first consolidated * gold - debentures due
1952, with coupon Sept. 1, 194€.

. Bush Terminal Co,, 5%. consolidated
gold debentures due 1955, with coupon
July 1, 1548.

All. Dominion of Canada Government
bonds payable in U, 8. and/or Canadian
dollars.

Canadian National Railway: 4% % gold
debentures ‘due 1957, with coupon July 1,
1948; guaranteed gold 5% due 1969, with

. ‘eoupon Oct, '1, 1948; guaranteed gold 5%
‘due 1970, with coupon Aug. 1, 1948; guar-
anteed gold 4% % due 1955, with coupon
June 1, 1948; guaranteed gold 4% % due
1956, with coupon Aug. 1, 1948; guaranteed
gold 4% % due 1951, with coupon Sept. 1,
1948; guaranteed gold 3% dug 1953, witl
coupon Aug. 1, 1948; guaranteed gold 3%
‘due 1952, with coupon Aug. 1, 1948; guar-
anteed gold 3% due 1959, with coupon.
July 1, 1:48. '

Canadian Pacific Railways, perpetual 4%

consolidated debentures stock, with coupon |

July 1, 1948. . g

\ Chesapeake & Ohio Railway: general
gold 4% %, 1992, with coupon Sept, 1,
1948; ref. and improv. 3% % series D '1996,
with coupon Nov. 1, 1948; ref. and improv.
3%% series E 1996, with coupon Aug. 1,
1948.

1 Chicago, Rock Island & Pacific Railway:
general gold 4% 1988, with coupon July 1,
1934; first and ref. gold 4% maturec
193

| Cities Service Company, 3% deb., 1977,
with coupon July 1, 1948.

Consumers Power Company, first 2% %
series, 1975, with coupon Sept, 1, 1948.

i Cuba Company, debt. gold 6% 1949, and
debentures gold 37 1949, with coupor
July 1, 1948.

. Delaware & Hudson Company, first anc
ref, gold 4%, 1963, with coupon Nov. 1
1948. ,

. Grand Trunk Pacific Railway Companv,
‘West Division, first gold sterling 3%, 1962,
with coupon July 1, 194§,

Grand Trunk Western Railway Company,
{irsg gold 4%, 1950, with coupon July 1,
948.

” Hudson Coal Company, first sinking fund
gold 5%, series A 1962, with coupon Dec.
1, 1948.

Illinois Central Railroad, Louisville Di~
Wvision and Terminal first gold 3% %, 1953,
with coupon July 1, 1948.

Kansas City, Fort Scott & Memphis Rail-
way Co., 4 ref. mtge. gold 1936.

Lautaro Nitrate Company, Ltd.,
mtge. income bonds 1975.

* 8t. Louis-San Francisco Raiiway Co.:
1st mtge, 4% series A, 1997, with coupon
July 1, 1948; second mtge, income 4'% %
series A 2022, with coupon May 1, 1949.

St. Louis Southwestern Railway Company
of Texas, first 4%,
Nov. 1, 1948.

* Missouri - Kansas - Texas Railroad Com-
pany: priority lien 5% series A, 1962, with
coupon July 1, 1948; priority lien gold 4%
series B, 1962, with coupon July 1, 1948.

Missouri - Kansas - Texas Railway Com-
pany: first gold 4%, 1990, with coupon
Dec. 1, 1948; cumulative adj. mtge. gold
5% series A, 1967, with coupon Oct. 1,
1948

first

1989, with coupon

1 National Dairy Products Corporation,
'2%% debentures, with coupon June 1,
1948.

" New York Central & Hudson Rivér RR.,
gold 3%, 1997, with coupon July 1, 1948.

New York City Transit Unification Is=
sue, 3% corp. stock, 1980, with coupon
June 1, 1948.

Pennsylvania Railroad: cons. mtge. gold
4% %, 1960, with coupon Aug. 1, 1948;
general mtge, gold 4'z% series A, 1965,
with coupon_June 1, 1948; general mige.
gold 5% series B, 1968, with coupon June
1, 1948; general mtge. 4'2% series E,
1984, with coupon July 1, 1948; general
mige. 3% series G, 1985, with coupon
Nov. 1, 1948; convertible debentures 3% %,
1952, with coupon Oct. 1, 1948,

. Southern Railway, first cons. gold 5%,
1994, with coupon July 1, 1948.

Winston-Salem Southbound Railway Co.,
figrstt]; gold 4%, 1960, with coupon July 1,
1948.

Y PREFERRED SHARES

American Can Co., 7% cum.

American Locomotive Co., 7% cum.

- American- Smelting & Refining Co., 7%
cum, .
American Sugar Refining Co., 7% cum.

American 'Tobacco Co., 6% cum,

Associated: Dry  Goods Corp.: 6% cum.
first; 7%, cum, second,

. Atchison, Topeka & Santa Fe Railway
€Co., 5% rnon-cum.
- Bethlehem Steel Corp, (Del,) 7% cum.

Cities Service Co., $6 cum., no par.

., Commonwealth & Southern Corp., $6
eum., 1o par.

Consolidated ; Edison. Co. of New York,
AInc, $5 cum., no par. ;

E. I. duPont de Nemiours & Co.: $4.50
eum.; +$3.50 pref,

Electric. Power & Light Corp.: $7 cum.,
no par; $6 cum., no par.
~ General Cigar Co., Ihc.,

General - Motors " Corp.:
$3.75- ser. g

B, F. Goodrich Co, $5 cum.

. Illinois Central, 4% ‘Leased Line” stock
cert., par $100.

Kansas City Southern Railway, 4% ‘non-
cum.,: par $100.

New York, Chicago & St. Louis RR. €o,
6% eum., series A, par $100. el
«» Norfolk & Western Railway Co.; 4% adj.,|
par $100. . . .. - -
" “Pacifi¢ Public Service Co., $1.30%cum.
first, no'par. e

o

7 cum.

$5 ser. cum.;

Pittsburgh, Fort Wayne ‘& Chicago Ry.
Co., %, par $100. " E
Public Service Corp. of New Jersey: 8%
cum., par.$100; 7% cum., par $100; 6%
cum,, par-$100; 85 cum., no par:
Pure Oil Co,, 5% cum., conv.
Republic Steel Corp., 6% -cum.
priority series A.
Southern Railway Co.,
par $100.
Union' Pacific RR. Co.,
par $100.
U. S. Rubber Co., 8% non-cum, first.
U. S. Steel Corp., 7% cum,
West Penn Electric Co., 7%
$100.

T. R. Engle Ge. Will Be
Formed in NYG June 1

As of June 1, T. R. Engle Co
will be formed with off.ces at 6¢
Wall Street, New York City, tc

conv.
5% ~non-cum.,
4%, non-cum.;

cum., par

Tracy R. Engle P. J. Steindler

engage in the securities business.
Principal of the firm will be
Tracy R. Engle, Percival J. Steind- |
ler and Raymond A. Kester. Mr.
Engle has recently been asso-
ciated ‘'with Buckley Brothers in
charge of their New York office.

Prior thereto he was President of |

Engle, Abbot & Co., Inc, Mr.
Steindler is head of P. J. Steindler
& Co., which it is understood, is
being dissolved.

3rookiyn Chapler NACA
Elecls New Offices -

. At the annual meeting of Brook-
lyn Chapter, National Association
of Cost Accountants, held on
Wednesday -evening at Michel’s
Restaurant, Brooklyn, the follow-
ing officers, and directors were
elected to serve for -the 1948-49
year: ,

President, Malcolm B. Varney;
Vice-Presidents, Russell C. Flooc
and Herbert A. Johnson; Treas-
urer, James E, Caulo; Secretary.
R. Barkley Warnken; directors,
Franklin L. Bucheit, Emanuel R.
deBechevet, Harold H. Hieter.
Edward D. .Hoffman, Roscoe S.
Lathe, Stanley Michelsen, Clinton
J. Norris, Edward Talvensaari and
Maxwell A, H. Wakely.

The speaker at the meting was
Mr. Mason Smith, National Presi-
dent of the National Association
of Cost Accountants and a partner
of A. T, Kearney & Co., Manage-
ment Consultants, whose address
mm “Qmmd Organization for Profit
Control.”

At the meeting awards were
made to members who were lead-
ers in the annual “Most Valued
Member” contest and to other
members for their promotion of
the Chapter’s best interests.

A fountain pen desk set was
presented to the retiring Presi-
dent, Raymond C. Morse, in rec-
ognition of his outstand'ng lead-
ership of the Chapter during the
past year.

Joins Tifft Bros. Staff

(Special to. THE FINANCIAL CHRONICLE)

HARTFORD, : CONN, — Charles
N. Hammond has’ become affili-
ated “with Tilft' Bros., 49 Pearl]

Street, members of the New York |-

and ‘Boston Stack Exchanges, Hé
was previously with -Day, ‘Stod-
dard’ & Williams, Inc.” =" 7

%

‘National Debt Administration and Savin

Chairman, Commiitee on Government Bonds and the Public D
President, Bowery Savings Bank, New York City

. By-HENRY BRUERE*

ebt, Nat’l Ass’n of Mutual Savings Banik

gs Banks |

8.

Leading savings bank executive, holding chief corcern of savings banks is no longer outlet for invest-

ment funds, but rather to increase earnings, stimulate savings and aid in housing and business expan-

sion, locks for readjustment of savings banks’ goternment bond -holdings from longer to shorter ma-

turities, as well as reduction in amount of holdings. Says Public Debt is in strong hands and is intelli-

gently-and conservatively administered, steering a middle course between inflation and  deflation. .
Foresees continuation of go ernment bond market support.

A year ago, as managers of savings bar ks, we were worrying about the insufficient
supply of investment opportunities. Some of us urged the Treasury to issue more long-
term bonds. The Treasury later acceded to our request, not precisely in the form some

had hoped for.

Our response
was not over-
whelmingly
enthusiastic,
This year we
are not impor-
tant buyers of
long-term
government
bonds.and

| some .. portfo-

lios-are being
readjusted for
shorter ~ aver-
age invest-
ments, The
reasons. are
several.

- First:,Our deposit growth is by
no means what it was in 1947. Tc
date in 1948 our deposits have in-.
ccreased. only about .64% as much
as: in the like period of the year
before, ;

Second: We have found new
outlets for our funds at better
yields than government bonds af-
ford. Particularly, we have made
substantial investments in mort-
gages to furnish funds for urgent
housing needs now being increas-

Copyrighted by
Underwood & Underwood
Henry Bruere

ingly met with new, if high-priced. |.

construction. About $400 million
have been added to our mortgage
account, o

) Third: We have done some shift- |
ing of our government portfolios |
because we became ' concerned |

over the continued supporti)bf the

government -bond market /by the|

central banking authorities. !

The report of the Committee on|

Government- Bonds, of which ]
have the great honor to be Chair-
man, will furnish you with the
genera] history. For the past year
with respect to the National deb
and the government bond market.
I shall touch on some of the mair
points covered in the report.

Outleok for Government Bond
Holdings

We are today chiefly concernec
with the outlook for the immedi-
ate future of our government bond
holdings. We are fortunate that
we shall presently hear from the
fountainhead of. authoritative in-

formation on government debt|

questions,

The officers of the Association
are to be congratulated on hav-
ing secured the attendance at this
convention of the Secretary of
the Treasury. It has never hap-
pened before. He may answer
some of the questions in our
minds. (Editors Note: Secretary
]Snyder’s address appears on page
6.)
them, for several reasons.

First: No man can look far into
the future at any time and, es-
pecially, now, since so much of
the world which affects our own
economic course is in flux.

Second: Some of these policies
which we ourselves must deter-
mine will answer these questions.
An example of such policies is the
extent that we think it desirable
to have riskléss securities a per-
manent part of the banks’ port-
folios,

Finally: To the degree that an
“atmosphere of uncertainty,” as
it is calleq, is a desirable medium
in which ‘to administer the-public

*An address by Mr. Bruere be-
fore ‘the ‘Annual Convention : of
the -National ‘'Association of ‘Mu-
tual Savings Banks, Atlantic City,

N. J., May 24, 1948,

debt, - important questions must
remain unanswered.

Such a question arises continu-
ally-in our minds in respect of
commitment for future invest-
ment, particularly in the house
construction field. Here a com-
mitment must be made long in
advance of the day the mortgage
investment is ready because of
the time required to build. In-
. vestors will be concerned that the
market rate for government bonds
will ;justify  the mortgage invest-
ment 'at the ‘time the latter is to
| be made,

Uncertainty has its advantages
in keeping. speculation in check.
But it also causes sleepless nights
for prudent investors,

Principal Investment Problems

Today, as opposed to our con-
cern for investment outlets of ¢
year ago, our principal concern¢
are (a) to increase our earnings
and thus to stimulate savings anc

(b) to help supply funds fo.

necessary business expansion and
for building and urgently needed
houses in our communities.

Home financing is the historic
major role of savings bank invest-
ments. Recent, experience indi-
cates that we do not intend to.,
abandon this field. On.the con-
frary, never before were we called
on to 'do more in this field than
now and never have we been
given equal instruments for doing
it. This is particularly true . im
respect to the insurance, planning. - :
and inspection” provisions of tbe .,
National Housing Act, or FHA as -~
we call it. In the opinion of many
of us, FHA insured loans, whether
on small or large multiple units,
are the most attractive investment
now available to us. This is true
despite ‘our anxieties respecting
the high cost of construction and
the consequently high prices pur-~
chasers are paying for houses or.
rented  space. We eagerly wel-.

(Continued-on page 38)

b o fe

He cannot answer all of !

Insurance Law of the State 6f New
Equitable Life Assurance Society of

Society:

RALPH. BUDD,

J. C. B. EHRINGHAUS,

United States Dis

President, Miami

FORDYCE B. ST.
Director, The Firs

- A certificate-of nomination of the

New York 1, N. Y., on December
o'clock p.m., and at said election

May 26, 1948,

|

THE' EQUITABLE
LIFE ASSURANCE SOCIETY
OF THE UNITED STATES.

393 SevinTH AvENuE, NEw York 1, N.Y.

Notice of Nomination-of Direétors

Notice is heteby given that in accordance with the provisions of the

Counsellor-at-Law.

R. STEWART KILBORNE, Jr., New York, N. Y
) President, William Skinner & Sons.

JOHN C. KNOX,

Southern Districe of New York.
SAM A. LEWISOHN, New York, N. Y:

York the Board of Directors of The
the Uniced States has nominated the

following named ‘persons as candidates for elécrion as Directors of said

ROBERT L. BLUM, Brooklyn, N. Y.
Vice-President and Sccretary,
Abraham & Straus, Inc.

Chicago, Illinois.

President, Chicago, Builington & Quincy Railroad.
H. BEACH CARPENTER, New York, N. Y.
Vice-President and General Counsel,

The American Sugar Refining Company.

J. REUBEN CLARK, Jr., Salt Lake City, Utah.
Counsellor-at-Law, Chairman, Executive Committee,
Foreign Bondholders Protective Council, Inc.

Raleigh, North Carolina:

New York, N. Y.
wrict Judge for the

Copper Company.

GEORGE V. McLAUGHLIN, Brooklyn, N. Y.
i President, Brooklyn Trusc Company.
WILLIAM ROBERTS, New York, N. Y,

Counscllor-at-Law.
JOHN, New York, N. Y,
Surgeon.

SAMUEL A. WELLDON, New York, N. Y:

t National Bank of

the City of New York.

said candidates has been duly filed

with the Insurance Department of the State of New York.

* The annual election of Directors of The Equitable Life Assurance Society
of the United States will be held at its Home Office, 393 Seventh Avenue,

1, 1948, from 10 o’clock a.m. to 4
twelve Directors, constituting one

Class of the Board of Directors, are to be elected for a term of three years
from January 1, 1949. Policyholdets whose policiés or contracts are ip
force on the date, of the election and have been in force at least one year
prior thereto are -entitled. to vote ‘in person ot by proxy or by mail.

' veeie ot ALEXANDER McNEILL, Surerery.

gitized.for FRASER
pitifraser.stiouisfed:orgf
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Railroad Securities

. The- Monthly~ Comment on Transportation Statistics of the

Bureau of Transport: Economics and ‘Statistics of the Interstate:Com- |-

merce. Commission for- May .carries some ‘interesting, although hardly

cheerful, figures on passenger: busmess of the railroads,

Preliminary

statements for last year show net
railway operating income -for-all
Class I carriers from freight serv-
ice at $1,206.3 million,.  This net
had been topped in only two pre-
vious years, 1941 and 1942. The
peak was $1,394.4 million in 1942,
Passenger and allied services,
however, showed a net operating
deficit of $426.4 millions. In other
words, more than 35% of the net
profit realized on the freight serv-
ice was absorbed by the passen-
ger service losses,
. Prior to the war the passenger
and allied services had consistent-
ly been showing ' losses. From
1936, when separation of net oper-
ating income by class of service
was first required by the Commis-
sion in the roads’ annual reports,
through 1941 these passenger
service deficits averaged roundly
$245 million a year, The largest
loss in that period was $262.1 mil-
lion in 1940 while the smallest
was $226.1 million in 1941, There
followed four years. of profits
from passenger and allied serv-
ices, with the best year, 1943,
showing net operating income of
$279.8 million. The unfavorable
ratio reappeared in 1946, with
a net operating loss of $139.7 mil-
lion,  Last year the loss jumped
63% above the previous high
(1940). This was in the face of
“.an increase of 93% in revenue
passenger miles between the two
years.

The Bulletin also compares the
performance in 1947 and 1940 of
25 large steam railroads, . those
with - total operating revenues of
over $100 million in 1947. These
roads last - year "accounted for
about 75% of the freight revenue
and 83% of the passenger revenue
of all Class I carriers. Among the
roads listed only the New Haven
reported a passenger operating
ratio below 100% in 1940 and only
the New Haven and the Texas &
New Orleans (part of the South-
ern Pacific System) were below
100% last year. Chesapeake &
Ohio, with ratios of 192.6% last

year and 187.3%in 1940, was thet

_ highest in both instances.

: While almost all of the railroads
reported ratios above 100% last
year for passenger services, a ma=
Jorlty of them had ratios at least
somewhat- below the 1940 ratios.
There were seven in the group,
however, where even the ratios
mcreased last year as compared
with 1940. Four of these were
eastern carriers—Erie, New York
Central, New York, New Haven &
Hartford, and Penncylvama Two,
Seaboard Air Line and Southern
Railway, operate in the Southern

egion, and the seventh, Chesa-
peake & Ohio, is classified in the |

cahontas Region. Seaboard had
the largest increase, 7.87 points,
followed by Pennsylvania, -6.11
pomts and Chesapeake & Ohio,
5:36 points, The smallest increase
Was 0.25 points for Southern Rail-
way

iThe largest dollar losses in the
passenger division were naturally
those of the large eastern car-

i Guaranteed Stoéks
i Bonds
Q; Special Securities

BH i
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riers. Pennsylvania was on toy
with a net operating deficit oi
$39,536,000 for passenger and al-
lied services. This was equivalent
to more than 55% of net operating
income realized from the freight
service. New York Central’s pas-
senger deficit of $30,114,000 was
more than 56% of its freight serv-
ice net operating income, while
Baltimore & Ohio’s passenger los:
of $26,341,000 was about 48% of
its freight service profits.

There, were .only two, roads.in

the list of 25 that were able to
report smaller dollar losses from
passenger services in 1947 than in
1940, These were Chicago, Rock
Island & Pacific, down to $5,712,-
100 from $6,645,000, and Texas &
New Orleans, down to $1,735,000
trom $2,875,000, The entire South-
arn Pacific system, however, re-
ported a sizable increase in the
vassenger service deficits between
1940 and 1947.
“~In general the passenger losses
in relation to freight profits were
considerably less of a burden for
the major western carriers than
{or the large eastern roads. For
2xample, Union Pacific -and its
leased flnes showed about the
same net operating income from
ireight service as New York Cen-
tral. However, Union Pacific’s
nassenger loss of $17,092,000 was
well below the $30,114,000 report-
2d by Central. Similarly, Atchi-
son, Topeka & Santa Fe and its
affiliated companies had a net
operating deficit of only $14,815,-
300 in its passenger and allied
services in 1947, compared with
aet operating income of $69,115,-
300 from freight service,

Chase Nafional Bank
Promotes Wm. Miller

William S. Miller has been ap-
pointed a .Second Vice-President
of the Chase National Bank and
will be associated: with other
members of the Chase staff han-
dling -the ‘bank’s~business in the
Middle Atlantic and Southern
States.

Prior to his promotion Wednes-
day, -Mr, Miller had been an As-
sistant Cashier in the Public Util-
ities Department of the bank. He
is a native of New Market, Vir-
ginia,

Bond Gluh of Buffalo
To. Hold Annual Ouling

BUFFALO, N. Y.~—The Bond
of Buffalo will hold its an-
%%) outing at Cherry Hill Coun-
try Club, Ridgeway, Ontario, on
June 4, Charles R. Staples, of
Halsey, Stuart & Co., is Chairman
of the outing.

Joins Clement Evans Staff
(Special to THe FINANCIAL CHRONICLE)
ATLANTA, GA.—Jack J. Spald-

ing has become associated with

Clement A. Evans & Co.,, Inc.,

I First National Bank Building. He

was- previously with = Merrill
Lynch, Pierce, Fenner & Beane,

With Braun, Monroe & Co.

- (Special to ‘THE FINANCIAL CHRONICLE)

MILWAUKEE, WIS.—Leo E.
Cannon is now connected with
Braun, Monroe and Company, 735
North Water Street.

With Carter H. Corbrey Co.

(Special to THe FINANCIAL “CHRONICLE)

Rt \CALIF{<John
gfglx‘lN meSLafflhafIZd‘-’wnh

e

Carter H. Corbrey & Co., 650
Sprmg Street

‘Thﬁr‘sday,. May. 27, 1948

. Totalitarian. Blueprints

By EARL B. SCHWULST* -

President, National Association of Mutal® Savlngs Banks
- Executive Vnce-President, Bowery Savings Bank, New York

Mr. Schwulst reviews policies. and propaganda of National-Secialism- and Communism and,in: order: to

‘combat- them, advises:-(1) arousing public-opinion-at home and-in- Western Europe on conflict between

communism ‘and democracy; '(2) building up: of our economic and military' potential; and- (3) notice
to nations that further communist control .in Europe will be an unfriendly-act: Urges: mare: m!enuw E
; and adequate education of people and: provision: for more- social security.

- It was not many ‘years ago that we, as. savings bankers, were very much. concerned
about the economic philosophy then c1rcu1at1ng in many quarters that saving was useless
and old-fashioned. Indeed 1n magazme articles, books, university halls, and even in our

legislative *
chambers, . we-
neard that the
source of our
then present
aconomic dif-
ficulties could
2e laid at the-
doorstep " of:
excessive sav~ -
mgs. Such a
concept was
repugnant - to
us. It was na-
turally so, be-
ctausefrom
the standpoint
of “both indi- |
vidualand

Earl B. Schwulst

national well-bemg, the savings| -

banking system has constantly
preached - the virtues of thrift,
whether the prevailing economy

.was deflationary or inflationary.

Now, all parts of our economic
system are emphasizing the value
of thrift and the importance of
saving in fighting the inflationary
forces that have taken hold of our
economy. The - Federal Govern-

ment, through its Security Loan

Drive, is currently making an in-
tensive effort to foster the prin-
ciple upon which the mutual sav-
irgs banking system was founded
and we are only too happy to
further the cause "and be of
assistance. .~

It was not many years ago_that
we were - also concerned, in .a
rather vague way, over the ‘turn of
world ‘affairs. Thé pfoceedings of
the Association’s ¢onferences dur-
ing the late 1930’s reflected some
apprehension. over the inter-
national situation. But, by and
large, emphasis was - placed - at
those meetings on the specific
rroblems of mortgage investment,
hond investment, service to. the
‘publie, business promotion and all
the other operations with which
we are daily engaged. We are. still
engaged with those specific prob-
lems and our program will, I am
sure, be of value in contributing
to their solution. However, it
seems -clear to me that we once
again find ourselves in a-world
situation analogous to that which
prevailed in those former years.
It likewise seems clear to me that
this time we should give a little
more thought to the dangers in-
herent in a situation which could
not only “completely overshadow
the operating problems of our
banks, but also change our entire
way of life.

Ten years ago, National Social-
ism was on the march; today,
Communism is traveling the same
road. I do not pretend to be an
analyst or a student of world af-
fairs. ‘But, from the common-
sense viewpoint of the “man.in
the street,” I would like to com-
pare briefly the forces at work
some 10 years ago, not then taken
too:seriously, with similar forces,
:clothed. in- a--different garment,
that are working with like fervor
and intensity today. i

Edgar Allen Poe, in his short
story “The: Purloined Letter,”
pointed out' that one of the most
effective methods of concealment
is wide publicity. You will recall
that . the main character:of the
story was in possession of a valu-
able letter he knew would be the

*An address by Mr, Schwulst
Lefore the 28th Annual Confer-
ence of the National Association
of Mutual Savings Banks, Atlantic
Clty, N S I May 24, 1948,
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objeet of a very thorough search.
As he had anticipated, his apart-
ment  was = systematically gone
over. Chairs ‘were carefully ex-
amined to make sure that none of
them were hollowed out to pro-
vide a hiding place for the docu-

| ment. Desks were scrutinized in

‘search for secret compartments,
Walls were sounded and the floors
examined inch by inch. But the
letter was never found simply be-
cause it was made so obvious. The
possessor of the letter had merely
put it in plain sight in his mail
rack on the wall with other let-
ters. that had been received
through normal channels. :
Again, some 20 ‘years ago,
Adolf Hitler illustrated this prin-
ciple when he wrote and pub-
lished “Mein Kampf.” In its pages
Hitler announced for the world to
read, long before he came into
power, his blueprint for world
conquest. The book was a failure.
During the first year of publica-
tion this vitriolic document sold
less than 20,000 copies, and those
who did read it did not take it
seriously because ' the contents
seemed so utterly fantastic.
Among Nazi party leaders it was
common talk that Hitler was an
extraordinary speaker, a great
leader, and: a political genius but,
“it's too bad he had to write that
silly book.”! The story is told that
not one British statesman read
“Mein Kampf,” except for a brief
glance at a harmless version first
circulated in Great Britain, until
some time in 1935. In that year
the: Russian: ambassador in Lon-
don circulated typewritten ex-
cerpts among British statesmen
which they reputedly referred to
as being “very interesting.” 2

When Hitler’s ideas, as outlined
in “ his so-called ' autobiography,
began to be implémented by’ ac-
tion, the contents of “Mein
Kampf” began to appear, not
ridiculous, 'but quite serious.
“Mein Kampf” became a best
seller second only to the Bible and
it made the author a rich man. He
did not plot out step by step how
he intended to rule the world. In
fact, he said that “in questions of
foreign policy I never. shall ad-
mit that I am tied by anything,”3
Yet, the world was put on notice
that National Socialism insisted
on war and bloodshed for its de-
velopment and growth as an'in-
ternational force. In speaking of
the Germany of post World War I,
Hitler, wrote, “World histony
would have taken a @ different
course and no one can distinguish
whether in this way we would not
have obtained what so many
blinded pacifists today expect to
gain by . begging, whining, and
whimpering: a peace, supported
rot by the palm branches of tear-
ful, pacifist female mourners, but
bdsed on'the victorious sword o
a master people, putting the world
into the serv1ce of a hlgher cul-
ture.” 4 v

In retrospect, 1t seems amazing
that inthe faceof an avowed publi-
cized program of terror, buttressed
by deeds in line with the announced
program, the rest of the world sat
back so complacently and blindly.
When German troops began to
occupy the demilitarized Rhine-

1 A.: Hitler, Mein Kampf
Houzh!on Mifflin Co., 1943), p. XVIIL.

2 0. " Tolischus, Tllev Wanted = War
(N;tsvgYork Reynal & Hltchcock 1940),
'R 1

41bid., p. 396,

(Boston: | . .

land in March, 1936, thus break-~
ing ' the Locarno Pact, some
prominent. American officials ap-
lauded the move. One of the
members of the Senate Foreign
Relations Committee stated that
Hitler’'s speech denouncing the
Versailles Treaty “appears to be
a tremendously encouraging step
forward.”5 Another Senator stated,
“Hitler’'s move will clarity the
European situation and must not
be regarded by either France or
Great Britain as a challenge to
war.”6 In Britain there was a
kind of insular optimism which
refused to believe anybody could
really be so wicked as to risk a
European war. There were many
kind-hearted people who pro-
claimed their faith in Hitler’s
peaceful intentions in spite of his
oddly military manner of demon=
strating them. One correspondent
stated that, “One almost had the
impression that a large section of
Britain was almost ready to con-
gratulate Hitler.”” Reports from
Prague, Belgrade and Bucharest
reflected the same attitude.

You are all familiar.with the
stepg Hitler took from then on te
make his seemingly fantastic pro-
gram “for world domination net
the delusions of a paranoiac but
a grim reality.

Attitude Toward. Communist
_Movement,

Just as ten years ago we were
pondering whether the announced
ideology and aims of the National
Socialistic movement ‘in - Europe
should be' taken seriously, today
we are again pondering how: seri-
ously- should be taken the ideol-
ogy and aims of another politicak
and social movement. Once again
the ideology and aims are clearly
announced. . As was.the case with
the . .National = Socialists,:  “The:
Communists dlsdam to conceal
their views and aims.  They open-
ly declare that their aims can be
attained only by the forcible over-
throw of all existing social con-
ditions.”” These exact words were
part of the Communist. Manifesto
written in 1848 and reiterated
again by the Sixth World Con-
gress in 1928 at Moscow.

The writings and declarations:
of Communistleaderssincethe days
of Karl Marx through the present
leaders of the movement now in
the Kremlin leave no doubt as te
the role the Comamunist movement
is destined to play in the course
of world affairs: In fact, the blue-
print of Communist world con-
quest ' is more. pronounced and
well-defined than was that of Hit=
ler.. Lenin, the father of the
present . Communist ‘creed, folr
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