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Politics: Conservatives
‘Again in Saddle

By ROGER W. BABSON

Mr. Babson, relying on Newton-

ian principle' of action  and

reaction, predicts a return to con-

servatism in politics and foresees

four or mere years of good busi-

ness, with a new era of world-
* wide expansion,

Sir Isaac Newton (1642-1725) |

. 'was one of the world’s greatest
scientists and a founder of me-
chanics, chemistry, physics and

other sciences.

He  is  espe-

cially - known

for his Law of

Action and

Reaction

which he  il-

lustrated b y

the pendulum,

the lever, the

spring and

later in poli-

tics. This law

_is that al

. progress has a

normalgrowth

; ' linej that ‘as
Roger Babson

: abovethis

normal lin€, there must be a cor-

responding reaction below it, in
area.

Since the days of Cain and Abel
there has been a constant con-
flict between those ‘who “have”
and those who “have not.” ' As
each group got on top, it would

abuse its power and a reaction]|.

would follow; then the opposing
group would get on top until it
likewise abused its power and lost
out.  English history ' illustrates
Newton’s Law. Although the
masses of England have gradually

(Continued on page'39)
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Special Assistant to

Cooperation ‘Administration, Mr.

Events such as World War 1I,
Lend Lease; the Relief and Re-
habilitation' Administration of the
United Nations, better known as
UNRRA, the Foreign Relief Act,
disposal of war surpluses, the In-
terim Aid Act, the special Greek,
Turkish' and Chinese "Aid Acts,
Bretton Woods, ' the big . British
Loan, and the United Nations, ' I
shall take for granted a knowl-
edge on your part of why. the
United States has spent upwards
of 21 biilions of dollars in'these
various activities  since we “won
the war.: AT e i

I'll even be briet ir} 4élling you
eraly Marshall ‘made his. famous
ten-minute “talk -at -Harvard ‘on
June 5,71947. But to give you an
idea of , what you are. being spared
I shall run over some of the docu-
ments which form the immediate
background of the Economic Co-
operation Act.

General Marshall’s talk  stim-
ulated 16 European nations to get
together for a discussion of what
they could do in a planned con-
structive way to help each other
toward economic recovery. These
two volumes summarize the result

(Continued on page 22)
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Plans and Procedures of ECA

By JAMES M. CLEARY*

- After describing origin, problems and responsibilities of Economic
Cleary outlines methods and pro-
. cedures whereby private American business concerns can participate
in: procurements of goods and supplies.
. direct contact with private business and
possible to discourage purchases by government missions,”  Asserts
efforts will be made to encourage dealings between private export-
ers and importers. Points out ECA' is
Jim Donnelly has given me as a subject
dures of the Economic Cooperation Administration” but has given

me only this one afternoon for discussion, Knowledge of recent his-
torical events is, of course, essential to an
<

all that has happened;since Gen-

ECA Administrator

Says ECA will have no
expectsto do everything

Republican policy-makers to force
not: procurement agency. ;

“The Plans and Proce- If T could believe all

ment by someone,
understanding of ECA., ssiby n

EDITORIAL

 As We See It

“The Challenge”

. President Truman in “accepting” a Democratic nom-
ination  reluctantly - given is supposed to have “stolen a
march” on the enemy. His act in calling a ‘special session
of Congress and in “challenging” it to enact an extensive
program of legislation long demanded by him is said by
some “observers to have placed the Republican Party.in-an
Yawkward)’ position; or, to’ er ploy’ a term'borrowed from

| STATE Anp MUNICIPAL

the prize-fighting world, to have caught Governor Dewey
and the Republican members of Congress “off-balance.”
We confess to a suspicion, ‘based on the record, that it will
not be founc{ particularly easy to out-maneuver the Gover-
nor on the field of political battle, but about such matters
we profess no special knowledge and are quite content to
leave this aspect of the matter to the test of time,

The situation which. the President has thus chosen
to precipitate does, however, interest us profoundly. It
seems to us that an opportunity has been created for
the: sort of challenge to the New Deal which we are
certain large segments of the bopulation have long
wanted. Since the platform drawn up in Philadelphia
at the time Governor Dewey wag selected as the party’s

(Continued on page 22)
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Business Prospects Under the
Coming Republican Regime

By A. W, ZELOMEK *

Economist, International Statistical Bureau and Fairchild Publications,
Assuming Republican election victory, economist predicts: (1) re-
duction in farm support prices; (2) higher money rates; (3) slowly
reduced taxes; (4) reform of administrative agencies, -Advises

early reduction in prices to “get

it over with.”

that T read in the papers, I wouldn’t be
here this morning. Scarcely a week passes but what I see a com-
to the effect that present uncertainties make: it
.impossible to tell what is going to happen to business, - Well, it is im-

possible, if
we mean. that
anyone  ‘can

| ever tell ex-

actly what -is
going to hap-
pen tomorrow
and the next
day. No one
can do that,
Nnow or ever.
But that is not
necessary.
Businessmen
do 'not have
to have..an.
absolutely ‘ac-
curate picture
of coming :
events in order to run their af=
fairs in a businesslike and prac«
tical fashion. They ' have never
had anything like that, and never
will.

Present uncertainties are great,

(Continued on page 24) 1
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|| this _same time, and .the black
| from the free market) quoted

| | rates equivalent to $2.23.
' | was the true rate?

| the cross rate ranging from $2.58

and black markets show
conditions, and therefore cannot

; -,“’-Re’a!_isti

Whiter, in calling attention to theories expressed by various commentators that exchange rates in free
“rue” value of currencies, points out these markets are’ dominated by local *

. rate mevements due to peculiar situations, and concludes,
exchange rates has shortcomings,

 Most countries today have P i
maintain stable exchange rates with the U. S. dollar only by exchange control and

vices. In a good-deal of the discussion of this situation people speak of the need to “correct”

By NORMAN ALEXANDER

¢’ Exchange Rates

be accepted as “realistic.” Cites ‘discrepancies in various exchange
g

“realistic” rates.

tl}nugh purchasing power. parity theory of
it has certain applicability in many countries as basis for judging

ersistent balance of payment deficits, and they ére able to

other de-

the existing exchange rates, to es-
tablish “realistic” rates, etc. This
raises the question of how to de-
termine what are in fact “correct”
and “‘realistic””rates. 7
Some commentators speak as if
the .rates quoted: in the various
free markets and:black markets
throughout the world show ' the
“true™ values of currencies. Yet
the quotations in these markets
are often so -inconsistent among
themselves as to cast a great: deal
of..doubt -on - the significange of
any of them. Thus, for example,
in the Rome free market early in
March of this year the dollar was
quoted at 572.5 lire and the pound
sterling at 1,839 lire, which works
out to-a valuation of $3.21for the
pound compared to the official
value of $4.03; yet the cross rate
in Brussels works out at $2.25 at

market in Rome (which is distinct

What
Late*in May
these spreads had narrowed some-
what but were. still substantial,

in Paris and ‘$2.70 in Brussels.to
$3.42 in the Rome free market;

'no less than  33%
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yet even this involved a spread of
between. the

dependent  of 6ne"anb'ther to'a
large extent, for various reasons.
We unconsciously tend to think in

for both goods and currencies,
whereas a great deal of’ world
trade is now.being carried on un-
der bilateral agreements. Many: of
these- agreements - are doubtless
entirely - justified under. .the -cir-
cumstances, and probably dc
much less harm than they might
do under different conditions; but,
when combined with almost uni-
versal- exchange control, one re-
sult is’ that free or “black” ex-
¢hange markets in the countries
concerned are dominated by locai
factors with little or no correction
by international arbitrage trans-
actions. For one thing both the
supply of and the demand for for-
eign exchange on any of them is
dependent to a considerable ex-
tent on government policies,
whether it is an officially rec-
ognized free market or a black
market. Inmany. cases the supply
is affected by licenses granted by
the government to exporters to
. sell some or all of their exchange

proceeds on the free market; in
any event the strictness and suc-
cess with which the government’s

lowest and -highest quotations.
Nor is this situation confined to
the pound - sterling, though few
other ‘currencies show such jwide
divergences, probably:: because
few other currencies are so widely
traded, Quotations of the French
frane -in -Brussels ‘and . Lisbon
showed a spread of ever 10% as
late. as the middle  of: April;. an
equal .spread was shown by the
Belgian franc.in the same markets
a few weeks earlier. ‘Even the
which- - generally
shows fairly consistent rates in
the various markets, differed by
sbout 8% at the end of April in

markets,
" ‘Nor is it merely a question of
inconsistent rates at a given point
in time: the movement of quota-
tions for these  currencies over
time have been_ different in -dif-
fefent markets.  Once again the
most important exarnple has been
‘the pound sterling: From early
March to. the end of April the
pound-dollar cross rate remained
almost stationary in the Rome
free market (it advanced about 4
cents in the two months), whereas
in the same period-it rose by 27
cents on the Brusselg market and
20 cents on the Paris market. An-
other example is the Italian lira,
which remained stable at about
$0.00174 on the Rome free market
between the beginning 6f March
and late 'May, whereas on thé
Rome black market: it rose’ from
$0.00151 to: $0.00171 - (a rise of
about 13%). i

- A little thought makes it clear
that these various markets are in-

" We Maintain Ame

: 7 Memberl_N. Y. Stock Exchange
115 ' BROADWAY = -~

: B

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

. - Telephone BArclay. 7-0100

the - Brussels ' and: Paris  black|

exchange control policies are en-
forced is a very important factor
Similarly, the ease or difficulty
with which exchange can be got
from the a‘utho?ities for various
purposes” affects the demand side
of the markét. So’do. such'things
as. tariffs, quotas, and other trade
policies. In addition there is usu-
ally - some distortion " due to the
flight of capital between- various
countries, which is affected by ru-
mors and ‘fears :as: much “as:by
facts. Capital flight is-a dis-
equilibrating force which tends to
worsen - a country’s balance of
payments, and which ‘is in turn
aggravated as the balance of pay-
ments . becomes . progressively
worse. Thus it tends to weaken
already weak currencies still fur-
ther, and to strengthen those that
are relatively strong. Further-
more, it must be stressed that'it
is relative strength-that is signifi-
cant. in, this situation — a cur-
rency mmay not be particularly
strong in its own right, but if it
ic stronger than the currencies of
its neighbors there will be a ten-
dency for the nationals of the
neighboring countries to change
their money into that currency.

For all these reasons, then, we

change rates would be especially
consistent - within these various
markets, It is really surprising
that the quotations are as close as
they are.. Even when all neces-
sary qualifications are made with
respect to /the‘ evidence offered by
the free and black markets, how-
ever, it is fairly”clear that? most
currencies would stand at a con-

rican-Markets For:
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Canadian Mining
e /Canadian Banks

British Securities and 5
South African Securities

‘Goopsopy & Co.

and Other Principal Exchanges-
.. NEW YORK 6, N.Y.
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terms of universal free markets

could hardly’ expect that the ex-

s_idgrable discount below their of-
ficial parities in terms of the U. S.

dollar if ‘market forces were al-.

lowed to operate freely through-
out the world. Can any indepen-
dent -estimate be* made of the
“true” levels of these currencies?
In the past economists have fre-

Guently made use of so-called [|

pux_'chasing power -parity compu-
tations, based on changes in price

indices”in two: or more countries |
over given periods; let us: see |
what such computations can offer |,

in the present situation.’

Paradoxically enough, purchas- |

ing power parity computations in-
dicate little.or no overvaluation oi
the major_currencies. --Indeed the
official exchange rate would ap-
pear to be an undervaluation ir
many cases, including some of the
countrizs experiencing most trou-
ble with their balance of pay-
ments. . Thus the wholesale price
index in Great Britain had risen
to 169 in February .of 1948, where-
as, that in the United States had
risen .to 186 (both figures basec
on 1937=100); since the pound

was worth about $4.9% on the ||’

average. in 1937, this indicates &
present parity value of $4.62 com-
pared to the official rate of $4.03.
In other words this makes the
pound presently undervalued by
139%. A similar computation based
on cost of living indices works out
at a -value.of $4.72,- which means
a present. undervaiuation of 15%

Computations ' for France®;work |[
out at an undervaluation of 10% |

based on ‘wholésale. prices and an
overvaluation of 5% based on cost
of living. Nevertheless, both these
countries are experiencing great
difficulties in their balance of
payments, especially in their bal-
ance with the United States -and
the dollar area.

Even more surprising rosults
appear in an examination of the
Belgian situation. Here is a coun-
try that is experiencing very Httle
balance of payments trouble, and
has actually been able. to extend
substantial credit to neighboring
eountries in Europe. Yet, on the
basis of wholesale price data late
in 1947, the Belgian franc was

‘overvalued by no less than 38%;

using January data for the cost ot
living “instead of wholesale prices
we get an even greater overvalua-
tion, namely 49%, and if we use
February . data we actually get
58%. With such overvaluation in
its currency how can Belgium sell
abroad? How can it balance its
international accounts?

Possible explanations of these

L paradoxes -may . be: divided . into

two groups, One group is" based
largely . on - technical weaknesses
in these particular. computations

of purchasing . power parity, the:

other .is.based on more funda-
mental ‘criticisms of the purchas-

ing “power parity concept itself. ||
One technical weakness involves.
| the well-known.tendency of com~
ponent’ prices’ in any price index||

to 'diverge ‘substantially. in a. pe-
riod as‘long as the 11 years that
have - elapsed  since - 1937. This
means that, even in normal times;
computations based on: & situation
11 years previous would be-oven
to- a- wide’ margin of error. It is
clear enough that this margin; of
error raust be even greater when
the events of the. last 11 years are
considered, - though it - does not
seem - possible.. to .determine | in
what direction . this distortion
would bias the computations. {

-.-A7secand.” type of: technicai
[ (antinued on page 27)" '
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ciation: of Securities Dealers. was the chief medium used to
| dccomplish price control in the securities field.

|1~ The NASD passed:its “5% spread” yardstick and phi.
| losophy.. Did we say passed? The choice of the word is

‘|:a “rule.” In this interpretation the
J-port:of its partner the SEC:

.| prices.. Of these, overhead is only one. -
11 CAll special

Bell Teletype NY 1-2033

15 Broad St, N.Y. 5 ' WHitehall4-6330{ | ||

] i PRTTS 1 % ol
o e " : [PV & L
Price Control inthe Securities Field
| Price control condemned. Law of supply and demand should gov-
| ern. free enterprise; normal markets are hindered’ by artificially
{ imposed. price conlrols. - Tha NASD. “5% spread” yardstick dis-
| approved.. Makes no allowance for profit. ' Is based: on false con-

1 : be rescinded forthwith; T, F

\ -Consistently we have opposed price control; expressing
our viewpoint editorially again and again. e T

. It is our contention that the economic law: of supply.
and demand should govern prices. This is sound American

loetrine and: characteristic: of a way of life consonant with
aur:American’ institutiohs, - 0 ) ) :

| - ‘Fhe securities field offers a prime example of' a non-
price canteali v sl s wi | i : ;

! " 'The Maloney Amendment to the Securities' Act of 1934

. - This:was made simple by a: life and death pewer which
tfﬁ’le ‘Securities:and Exchange Commission has over every
Maloney Association. - SRS WGIN B

| .. /The anomaly is that as both the SEC and.the NASD
were disavowing any intent or purpose at price-control, both
of these organizations proceeded forthwith ta control prices.

unfortunate. It adopted:“an interpretation” and “by-passed”
its: membership most artfully by declaring that this was nat

NASD received the sup-

This is as good a time as any to remind our readers that
all efforts to determine what part the SEC" played in' the
enunciation of the 5% spread philosephy, the extent, if at
all; to which it participated in preliminary conferences, have
proven absolutely futile. = : o H i

The silence of the Commission in this regard justifies

-the belief that it did and does have ‘an in camera position.
~f.. - - There are certain standards ‘that. the average man uses
4in conducting his business. He estimates his: overhead and

; v

then provides for a measure of profit. =~ .
i 'The 5% spread philosophy does not consider the element
of profit at all. It is senseless and arbitrary and is based

emergency: business. which has: been the whipping boy of || |

s | CHTENSTEN

AND COMPANY

THE STREET
WITH A NAME!

Everybody knows Wall Street as the.
worlg's greatest financial trading
center: Why, we even have our offices
there at No. 99!

Obsolete Securities Dept.

89 WALL STREET, NEW YORK
Telephone: WHitehall 4-6551

Texas Gas Trans. Corp,
Tennessee Gas Trans. Co.
Federal Water & Gas Corp.
Dorset Fabrics
United Piece Dye Works:

* Com. & Pfd,

‘ U. S. Finishing Com. & Pfd.

° . y -
J.K.Rice,Jr.&Co.
i Established 1908
.Members:N. Y. Security Dealers Assn,
REctor 2-4500-~120 Broadway
Bell System Teletype N. Y. 1-714; .

Metal Forming
Corporation

BOUGHT -~ SOLD — QUOTED ;

- FIRST COLONY
.- CORPORATION
52 Wall St~ - New York 5, N. Y. -
||Tel. HA 2-8080°  Tele. NY 1.2425

upon. prying questionnaires from- which wholly - improper
conclusions have been: drawn. ;

! - - £ o < . 3 3
1 There are any number of situations which in a free'and

liquid market based upon supply and demand should govern
services which are’ beneficial should be re-
warded: b i A i

.|+ "The headache of price. confrols, other .than those’ im-|

posed
agne; ° ;
. Artificial standards, such as the SEC attempt: to impose

by supply and demand, is a continuing and mounting

‘[ “reasonable relation to the market. price,” have. only
" ['worsened :the: situation:because: there has been ne: attempt

to-define the word “reasonable” in: terms of dollars and cents.
No secret is made of the fact that in fixing sales prices
t{:e dealer proceeds at his peril .in the: hope that, if put to
the test, the NASD or the SEC or both will find' that the
sales prices were in fact reasonable.: - © .1l
Proceeding on a mere hope is dangerous and business

: o should be made of sterner stuff. -
| 1 Toourmind, the following cagent reasons, among others;

urge the immediate rescinding of the 5% spread yardstick:
‘1. Rising costs generally. ¢ kh _
12/ The increase of commission rates by the Exchanges.

«17+~3. Need for a fair deal to security dealers.

- 4.'The urgent importance of an immediate return to
" “our system-of free enterprise. ‘ foi B
....The SE€ and NASD would do well to immediately can-
cel out the iniquitous 5% spread philosophy- and. yardstick:
THE PUBLIC INTEREST DEMANDS THIS: = .

We are intérested in offg-rings of I‘
High Grade Public Utility and Industrial
~ PREFERRED STOCKS

Spencer Trask & Co.

Members. New York Stock Exchange Members New Yofk éurb Ezchange
25-Broad Street, New York'4 ' 135 S. LaSalle St.; Chicago 3
Tel.:: HAnover 2-4300: " ! . Tel: FINancial 2330
] ¥ Teletype~-NY 1-5 3 ; :
Glens: Falls

Albany - Boston . = = Worcester

Schenectady

@ster Manuf. Co.
: Capital Stock

Approx. Price $8 25 - Yield 12%
Earnings $2.53 or 25 times $1 Dividend:
Working Capital- $6.87 per Share -

Description on request e
George Birkins Company
40 Exchange Place, New York %
‘“.IH_itehnllv 4‘-5957.’ . Tele, NY 1-1404 ,

'LAMBORN &CO.,Inc. | -
99 WALL STREET i
" “'NEW YORK 5, N. Y.

SUGAR

Raw—Refined—Liquid

Exports—Imports—Futures

DIgby 4-2727

Winters & Crampton Corp. | :

Common

Miles Shoes, Inc.
Al

Analyses available on request

C. E. Unterberg & Co.
Members N. Y. Security Dealers Ass'n
61 Broadway, New York 6, N.'Y,

Telephone BOwling Green 9-3565: -

Teletype NY 1-1666
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~ Corporate Inveslors Need a Better Box Score

By MAURICE H, STANS
Certified Public' Accountant -

Mr. Stans cutl'nes -reccmmendations of Committee of American Instilute of Accmn!anls for greater
clarlty and waiformi’y in presenting financial statements. to public.. Says corpsrate reports ‘in past

* have not adequately distinguished between usual and. extraord‘nary ' or- non-recurring - transactions in
“ summanze.l ﬁnanelal siatements and thus have not - properly presented rate of enrnmgs per’ share,
; Presents rules for proper form of “box score.”

A few minutes after the last batter has been retired in a big league baseball game, the

official scorer. delivers to the press a tabulation, or box score, of the day’s statistics.

Un-

usual plays are reported in a summary following a columnar table showing such items

as hits, ruas
and fiel?i~#
statistics. That
‘box . score
printed on the
sport pages of
the newspa- B
persofvne
country. It is
a uniform way
by which the
Jpase ball en-
'thusiasts ca n’
;follow with
‘ready’ “under-
‘standing the:.
daily ' batting
and  fielding. .
results of his
favorite team and favorite players
When a publicly-owned ‘ busi-
ness corporation reaches a fiscal
milestone, it releases an-earnings
report to the press and statistical
‘gservices.” Unfortunately, - there is
Ausually scant information in the
report and by the time it reaches
the reader'it takes on many. dif-
ferent forms, Six newspapers may
show  the figures in six different
ways.. Some will run it as a nar-
rative; some will tabulate it with
those of olher companies in a table
tof one kind or another, stating

10

Maurice 'H, ' Stans

. are usual and ordinary within the

¢cope of the regular activities of
“he fiscal period, and those which
are unusual, extraordinary or non-
ecurring. 'Any method of finan-
Aal reporting which  does not
.ully -recognize this distinction® is
.ikely. to" be' deceptive.
1(2)..Corporate reports in 'the
Sast have not-adequately and uni-
iormly ‘made: that dlstmctlon, and
the figures -of net income and

slusion or ‘exclusion of such ‘ab-
aormal items. - Accordingly, re-
ults so. published have not had
the ‘same meaning or significance,
Jecause unusual gains or losses of
1:type included by one company
1ave been excluded by others and
~arried directly to surplus.

(3) The public’s current invest-
ment “decisions * should ' not " be
based on so variable a yardstick,
but rather upon a method which
‘ollows some- rules for determin-
ng the items to be excluded and
sives them full and equal disclo-
‘ures,

(4) Recognizing  the 'need for

rearnings in dollars and in amount
per share; some will show com-
‘parative figures for a correspond-
iing previous period.and some will
%not. This diversity of presenta-
‘tion is not helpful to readers' and
imost of the repoiting, for inherent
:reasons, has been frequently mis-
ileading in such form, as will be
demonstrated. The greatest fallacy
+i§ in the emphasis upon a single
.figure (of earnings per share), a
.figure which accountants and an-
‘ alysts have long known to be dan-
'gerous and frequently deceptive
‘when mterpreted as a sole stand-
rard="of " performance, present or
1 prospectlve

Box Score Needed

Business .needs . a better. -box
score for reporting  its. results!
.;Such a box score need not be one
swhich attempts to .showall hits
and errors of the operations of the
'rperlod But it certainly should be
J(me which' gives more significant
tfacts, and-those in more uniform
‘style than the figures which are
now “available “on the financial
ipages of the newspapers and in the
t financial press.
gl Here are the reasons for such a
{change in reporting ‘methods:

o 1) Business operations almost
{Inevitably involve two different
itypes of transactions—those which

S

more uniform reporting, the pub-
lic accounting profession has now
settled upon criteria “and  proce-
lures for segregating the unusual
‘rom t{)xe usual in corporate res
sorts.’ Public press reporting will
e deféctive so long as it fails to
nake the same: distinction and
lisclosure. Consideration of spe-
:ific cases will bring out more
:learly the error that can result
‘rom relying upon a single figure
fgr net income and earnings per
share.

Earnings Per Share

The earnings per share of a|
company are determined by divid-|
ing the reported amount. of net.
income by the number of shares
outstanding (after deducting, of
course, any amounts which accrue
to the berfefit of prior classes of
stock). Thus, the elements that
go into (or are excluded. from)
the ‘determination of that net in-
come are important; unfortunate-
1y, not all companies have had the
same ideas as to what belongs-in
net income, Take these illustra-
tions (assuming in each case: that
the: company has 1,000,000 shares
of stock outstanding):

(1) Company A, which earned
$3,000,000, after taxes, from its op-
erations, also had a tax-free re-
cept ‘of $500,000. in the form  of
proceeds of life insurance on its

"' DIRECT WIRE

B P T MR SR e P L
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i

Rlﬂenhoose 6-81 89

]

Annéuncfng ‘
-TO NEW YORK

HAnover 2-4120

ASPDEN, ROBINSON & CO.

Members of Ph:lode!phm Stock Exchange
1421 CHESTNUT STREET, PHILADELPHIA 2

W

Teletype PH 313

deceased president. . Are the earn-
ings per share properly to be re-
ported as $3 per share or $3.50 per
share?

(2) Company B decides to build

poses of its old plant at a book
loss of $800,000° which, however,
reduces its income taxes by $200,-
000.  In the same: year,"it"has
earned $3,000,000 from:its.opera-~
tions, after taxes thereon. . What is
its ‘net income, and. are its:earn-

profit of '$2 million:from:its.op-

cess 'profits taxes paid:during &
_arevmus war year. -Are-its earn-
‘ngs for the vear $2 per share- or
$2.40 per share? . - -

(4) Company D has a net profit
of $1 million from:its operations,
after taxes. In- addition to'-that,
it realizes $1 million: on the ‘sale
of a patent, on which it will owe
the government $250,000 in cap-
ital gains tax. Is its net income
$1-per share or :$1.75 per share?
It is well. known among anal-
lysts and investors that in the
past corporations have differed in
their treatment of many special
items such as those .described.
Some have ' taken ' the - position
that any transaction' which results
in - a gain: or loss sh tould be''in-
’cluded in' computing ‘the net in-
‘come for that' year. Others have
taken the position that net in-
come is a more meaningful term
if it includes only the results of
the ordinary omnerations of the:
business and excludes.tramsactions
whicty are extraorainary ard non-
recurring, i or which = represent
corrections, adju-tments orv final
dlsposmons of items: relating. to

in fact, have changed their mmdq
from'year to: year.

Exclusxons Yrom ‘Income
Until now “there has: been o
regularly; recognized: set: of ‘cri-
teria’ for: determining  the -items
either-as to class or amount, which
should  properly.be- included  o:
excluded from the- annual deter~

well illustrated’ in.a recent: sur-
vey. by members of the -account-
ing  staff  of .the:Securities and
Exchange Commission. In an-at-
tempt to ‘measure the extent to
which’ unusual. items' of gain and
loss have' been-excluded from an-
nual income computations, as: well
as the*inconsistencies in treatment
of similar transactions in corpo-
rate - accounting, : the : annual re-
ports of 160 business corporations

| were analyzed over -a‘' period- of
| several years.. ‘The findings: in<

cluded -these . points:
(1) The statements: of all but
.. (Continued on page 28)

Amesican Hardware
At Metal Construction -
Cleveland-Cliffs Iron. Co.
Crowell-Collier Pub.

115 Broadway; New’ York
Telenhone -RArclav 7-0100 -,

a .new plant .and thereafter dis-| §

ings per share $2.20 'or $2.40 or $3?
(3) Company: C, which has-a,

eration, also-receives durmg the |,
year a refund of:$400,000 in. ex-|

‘prior periods. Some: corp"rat’ons 9

mination of -net‘income.: This wa:-

its substantial ‘endowment funds

|Testing Investment
| T:mmg Formulas

By JAMES W. BRIDGES
-~ Partner, The Keystone Company of Boston

Mr. Bridges points out though basic principles of invesiment timing
formulas are relatively simple there is considerable variety in carry-
ing out these principles. :Describes a variable ratio' plan and a 30-
year test of its effectiveness. Concludes no one test can. provide
an all-inclusive answer to merits of any single formula plan.

When Yale University publicly announced some years ago that

were being managed by formula

timing, a sharp ‘increase in’ investment interest in this method of
managmg an-investment-account was aroused: Perhaps the next best

known plan,
the Vassar
College Plan,
; accelemted
the " trend 'of
general  ‘pub-
«liet:interest.
“:The publica=
tion of several
books-.on the
- bject; in-
eluding “the
---studies of Miss
'Lucile Tom-=
--linsonl
"' Mr, Harry:G.

Carpenter2

have -helped

to attract even
more attentlon Recently, a num-
ber' of articles- have .appeared
challenging as well as advocating
it. Thus, formula timing, as a
worthwhile - investment ~manage-
ment method, can  probably be
assumed to have arrived.

One difficully, insofar as accu-
rate - evaluation of the pros and
cons of formula timing by the
public is concerned, is .its com-
parative youth. Ualike most in-
vestment r‘nanagement methods
however,, the fact that it xs a

. James. W. Bridges

and|.'

fixad . formula. permits cert:;nn
tests ‘of its -effectiveness which
can be undertaken without ben-
efit ‘of hindsight. The record "of
'the ‘Dow-=Jones Industrial Aver-
age,. probably  the - best known
barometer of - stock ' prices. has
been established each day for 50
years.- It is.then pessible to seleet
it"as’ a representative investment
in “stocks for a lt;mg -term test in
which hindsight is virtually elimi-
nated. : ; :
‘ Basic Principles -

The basi¢’principles of formula
planning are relatively simple, al=
though . considerable variety -in
carrying ‘out ' these principles
exists. Without attempting to go
into’ the details of the various
types of' plans, formula timing
simply recognizes that there are
two general classes of securities
~—Defensive - (stable boads - or
cash) and Aggressive (more vola-
tile common stocks). : The specific
formula determines in advance
what the division in any given
fund should be between these two
general classes, and the conditions
under which the proportions will

be changed. Some formulas de=

oo seor g T 022

4z

| | l J f

DOW-JONES INDUSTRIAL AVERAGE.
1897 - 1948 i

T

i

sotsineae scua]

market index; others-on-changes
in the value of the fund itself.- -
The general type-of plan known
as variable ratio- (because it calls
for a steadily decreasing ratio of
Aggressive securities-- as: stock
prices rise and.an increasing one
as ‘they fall) offers the greatest
expectatxon of capital growth and
is, probably. in  most general use.
It requires ‘the  establishment of
a. “median” zone, -line or level,
above which sales of Aggressive
cecurities are ‘'made; and' bélow
which these classes are bought,

 Grinnell Corporation .
- Portsmouth Steel
* Stromhberg-Carlson Com. & Pfd.
Tidelands Oil
Bought - Sold - Quoted
., . GoopBoDY & Co.

Memberc N. Y. Stock Exchange and Other Prmctpal Exchanges

105 West Adams St., Chicago
’ Teletype NY '1-672 -

pend upon ‘the movements: of ‘a

£31-3 1948
The -Keystone Company, which
began -developing formula  meth-
ods several years ago, has. pub-
licized a variable-ratio plan which
is based on the historical experi-
ence of ‘the Dow-Jones Industrial
-Average, from the time the aver—

age in its present form became
available,

As is shown in the chart (Chart
1), parallel lines touching the ap-
proximate normal highs and lows
of the Dow-Jones . Industrial
Average were drawn. The area
between: these lines. was -divided :
into five “equal parts.” The area
below the five bands created by
these lines; and the area zbove;
give seven zones numbered one
to seven. Zone 4, the middle band,
was ‘determined as the median
band, calling for an equal divi-
sion of the account between De=
fensive and Aggressive securities.

(Continued on page 30)
-_“;:ccessful Investing’ Formulas.
published by Barron’s Publishing' Com=~ "’
‘pany, 30 Kilby Street, Boston 1, Mass.

2 “Investment ' Peace of Mmd " pub-
lished by Snarborongh Press, Scarbor-

‘| ough, N.
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Observations . . . .
By A. WILFRED MAY

Mr. Truman’s Undermining of Democracy

The latest actions of our Party-in-power incite further, grave.\
worry over the present-day ‘workability of democracy. In ‘the first |-

place let us take a look at the call ‘for .a special session:of the Con-=

- gress. - At its inception many of us at:the Democrats’ Convention last

week had been feeling great sympathy for the

. Presjdent over the drubbing administered tohim . . 3
. and the attempted stooging of ‘Eisenhower, and

- Douglas. by the .self-seeking New  Deal “outs.”

- But the regard for Mr. Truman’s pesition was

. ‘completely extinguished by his acceptance speech.

.- Sickening as was the. “rich-versus-poor”. dema-

. Boguery running through the President’s entire

remarks, - the ; all-time -high ‘of ' cheap ' political* '

. “strategy” was reached by his announcement of '
. the recall of the Congress—because of ‘both its " -

place and manner. In the context of his upbraid-
ing of the 80th Congress.at the time of his nomi-

. mation to head .a political ‘party, and: his stated

purpose of'its recall to give the opposition:party
“what-~for,” it surely constituted nothing less than
a brazen unabashed use -of his  office by the
nation’s chief executive to make capital for his
coming campaign, ‘ J

Although' the subsequen{ acceleration of the Berlin erisis may
give a coloration ‘of dignity to the procedure, this will be an ex post

A. Wilfred May

* Facto “out” from the lowering of the prestige of the Presidency to that
- of a local dog-catcher hell-bent for re-eleciion. As a matter-of-fact,

the acuteness of the international situation only makes the President’s

- partisan trick’ worse for his country; in staging a' free-for-all-demon-

slration of pre-election dis-unity for the benefit of foreign observers.
Even if Mr, Truman’s political strategy is wholly disproved, and the
Republican leadership. and candidate: Dewey are not shown up, the
country’s welfare will be damaged. It reminds one of the then Pres-
ident-elect Roosevelt’s ruthless sabotaging of the national welfare
between November and March, 1932-33. But, whereas in the former

- period Mr, Hoover was the chief goat and Mr. Roosevelt the hero, now

the country is the sufferer, and a:foreigner. Mr. Molotov, the main

.~ beneficiary. Whatever embarrassments the latter gentleman and his

regime immay have, they assuredly are of a different kind,

Campaign Perversion of Economics

A second facetl of the threat to our democracy is evidenced by
the politically-directed perversion of economic facts to suit campaign
purposes. This is seen in the Democratic plattorm, in the President’s
acceptance speech, and in the manifested preparations for the special
session. In his Jast week’s acceptance”address the President chastised

. his opponents (“the rich”) for high : prices; which will next week

be reiterated in Congress in his demands for “anti-inflation” ‘controls.
No economist herself, how. can the consuming housewide withstand
the tempting promise. of controls to end present sky-high prices of

. B8 cents for chopped beef, 95 cents for butter, or 23 cents for milk?
. How can the consumer be expected to recognize the pure hokum

behind. the' easy demoustrations that all that is needed for price-
relief are easily-imposed price controls; to know the other side . of
ihe picture as proven in every other couniry where they are being
tried; 10 realize that inflation really comes directly from ‘the wast
putpourings of irredeemable printing-press money, ‘from price-
guarantees and subsidies, and from the torrential government. spend~
ing—all of which elements will be enlarged even further, not eon-
tracted. How can the consumer-voter understand the direct ‘causal
relationship. between the pressure of’ the money supply which is
artificially expanded out of proportion to the physical production;

or know of the fundamental importance of government spending on |’

the prices which he'pays?: How can thz lay voter understand the

-~ very multiplication of the national dollar income, of which  the

Democrats so volubly boast, is itself a manifestation of their infla-
tionary stimulants, - What a wide-open field is opened for dema-

But it is in the Democratic platform that economic illiteracy

- .really runs riot. It too speaks of “Republican inflation,” and on

taxation it conforms to the President’s address in- which he utterea

" the economic gem that the Republican: tax bill sticks a knife into |-

the backs of the little man (overlooking the fact that seven million of
the lowest-income groups were thereby completely released from the

tax rolls). The Taft-Hartley: Labor-Management Relations ' Act is |

excoriated and its summary: repeal demanded by both the platform
and the: President despite his reliance on it in the: concurrent coal
mines strike, and despite the fact that this “Republican legislation,”
pursuant to the overwhelming will of the people; was passed over
the President’s veto with the indispensable aid of 126 Democrats,
most 0of whom are-now running for re-election. e |

In contrast to the copious palaver abusing the Republicans about
inflation and controls, the Democratic platform devotes a scant three-

" and-one-half lines to an-affirmative statement of fiscal policy: “We

pledge the continued maintenance of those sound fiscal policies' which
under Democratic leadership have brought about a balanced budget
and reduction of ‘the public debt by '$28 billion’ since the close of
the war.” (??). And not even a formal gesture toward “a sound
currency”! : ; e
Promise Avalanche

In specific hand-outs the Democrats are promising: a:minimum
50% increase. in.old-age benefits, extension of unemployment insur-
‘ance, a rise of 85% in the minimum wage, statehood for Hawaii and
Alaska, school lunches, and for the nation’s 4,000 psychiatrists

, appropriations to effectuate the Mental Health Act; somewhat more

'vaguely: crop insurance, flexible agricultural price support, develop-

ment of ‘natural- resources, expanded agricultur"a\lf, credit, ' greater (|
farm prosperity; and with complete vaguene5s:‘\it frecognizes  the

importance ‘of. small business 'in a_sound Ameri,ciil‘i: economy,” and
“pledges -a. positive  program  t6 ‘promote’ competitive ‘business and
foster the ‘development . of independent. trade and..commerce.”
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Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

.Over-all industrial production was sustained at a very high level

during the week; output in most lines somewhat exceeded that of the

corresponding week a year ago.. Employment and payrolls continued |
‘to .increase slightly; labor-management relations were generally fa-

vorable; ‘While some raw. materials remained somewhat difficult. to

‘obtain,’most producers were able to obtain an adequate ‘supply for
current production needs, : ; b

# # # « % .
*“In’ a'research survey undertaken recently by the National Asso-

Qcia—t'ron;"of' Manufacturers reviewing the current history of wages and

prices, it finds, that the hourly earnings of factory workers increased

:61% -between 1939 and 1944, ‘Since the rise in the cost of living was

held. to 26%, ‘‘real” hourly earnings—the amount of goods the money
would buy—increased 28%, the Association notes.

. In addition, the average hours worked per week increased from

":37.7 t0:45.2. Taking into consideration the premium rates paid. for
.gvertime,; the longer work week still further. increased the weekly
.earnings of factory workers.

The net effect of increases in rates of pay and in hours of work
between-1939 and 1944 was to raise the average real hourly earnings
of factory workers by 28%, and their real weekly earnings by 53 %,
the study found. ) .

In setting forth the result of this increase in hourly earnings of
factory workers, it states, that for the month of May of this year the
average weekly pay check of this group bought 27% more goods than
could have been purchased with the amount he was receiving in 1939,

In return for the pay check, with purchasing power 27% higher
than_ his 1939 earnings; the worker put in 2.2 more hours of labor, it
was shown. The average work week last May was 39.9 hours com-

pared with 37.7 hours in 1939, the survey reported on the basis of | &

U. S. Bureau of Labor Statistics.
& L JERE
In‘the steel industry.on Friday of last week, the United States
Steel: Corp. finally gave up its previous attempt to ward' off higher
prices, following its capitulation to its 280,000 wage and salary work-:
ers, by granting them' an approximate wage increase of 8%. The
over-all cost to the corporation as'a result of these higher wage rates

is:likely to exceed $60,000,000 annually, due to the broad range of
the increase which is expected to cover 30 job classifications.

The steel. companies will undoubtedly follow up: this latest pay
advance with a mark-up in the price of steel, as indicated by U, S.
Steel, 'Thisvincrease will undoubtedly: reflect other related “cost
lactors entering into the production’of steel, such as increases'in coal
and other, raw materials and freight charges.” -

STEEL CAPACITY RATE SHOWS 2.39 GAIN OVER
PREVIOUS WEEK

. The steel industry was one of the last major industrial groups to
put its financial house in order as it faces what may be the greatest
inflationary boom in. American history, according to “The Iron Age,”
national metalworking weekly, 'The price increase will probably be
attacked from all sides as an inflationary step, but steel firms have a
good story fo tell—if they can get it across. The coal settlement will
mean an added cost, to. the industry of about $80 million a year at
current rates of output. The steel wage and salary raises granted last
week and this'week wil] cost the industry another $195 million a year.
Taken together.these two wage and salary raises alone will mean.
an added, cost of $4.30 a.ton on finished steel to be made within the
next 12 months, according. to “The Iron Age.” s

- When all the steel price increases have been recorded it will
.. 'be found that on an annual basis they will cost the consumers,

reports the above authority, more than $500 million, or about.
1 to-8% of the total revenues received by the steel industry in
the past: year.  The: difference between that figure and. the $275
million. coal and steel wage and salary bill must take care of
(1)’ freight increases which bore heavily on steel firms in pur-
chase of raw materials; (2) increased cost of equipment which
has gone up so much in recent years that expansion plans have
- been revised; (3) increases in raw materials such as scrap, oil,
nonferrous' metals, chemicals and other materials going into. the
making of steel. The rise in steel prices a year ago and the inter-:
- mittent increases: after that period have not offset higher steel-
“making’ costs. Balance sheets show it.” Those to' be' made public
over the next few weeks will also indicate the trend of expenses.

Philip Murray has finally capitulated to the need for a percentage-
wise increase in pay—the first in the history of the steelworkers’
union:. In each prior wage advance the raise has been a straight cents
per hour boost..:The spread between skilled and semi-skilled workers
has become ever smaller since 1937 when the union got its first con~
tract, ' The type of raise announced: last week and this week-fits bet-:

(Continued on page 25)
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First Boslon Corp.
Elects Two New V.-Ps.

The First Boston Corporation,
100 Broadway, New  York City,
announced following a meeting of
the board of directors, the election

. i of William B.

Chappell-as a

Vice-Presi-

dent. At the

same:time

Wilbur + M. °

Merritt was

elected Vice-

President of

the Municipal

Department,

Both exécu-
* tives are with

the New York

office of The

First Boston

Corporation.

Also elected
: j Vice-Presi-
dents .were ‘Richard M. Delafield
and Herbert E. Moore in the Cor-
poration’s ' Chicago . office, ‘and
Dennis: H. McCarthy 'in the San
Francisco office, S

William B. Chappell

P

With Robert G. Lewis "
(Special to THE A FINANCIAL CHRONTCLE)
ROCKFORD, ILL. —: Florence
Hall has joined the staff of Rob-
ert .G, Lewis, Central National
Bank Building. * Miss Hall ‘was
pre(\:riously with - S. A. Sandeen
0. Ll Y

AMERICAN MADE
MARKETS !N

CANADIAN |} :
|
" Abitibi Power & Paper Co.
- Consoljdated Paper Corp., Ltd.
- Minnesota & Ontario Paper Co.
HART SMITH & GO.

52 WILLIAM 8T.; N. Y. 5 ' HAnover 2-0986
: Bell Teletype NY 1-395 R

. Private Wires Connect b g
| New York ' Montreal . Toronto .

For Banks, Brokers & Dealers Only

~ AMRA CORP.

Treding Market Maintained

G. E. JUDSON & CO.:
Members New York Curh Exchange, |
120 Broadway. . NewYork 5

Tel. R¥etor 24762 Telo. NY 12015

: We Offer 5
NORTH
'CANADIAN
OILS LIMITED |
(An Alberta, Canada Corporation) '
% v.Common Stock ‘
Price 70¢ per share

Prospectus. may be. obtained |
from your Investment Degler |
or the undersigned

F.HWINTER & Co.
Underwriter— Established 1940
111 BROAI)WAY. NEW YORK 6,N.Y.

Tel. DIgby 9-3484-5-6-7

.63 Wall Street, New York B, N. Y, i . Bell. Teletype NY 1-897
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The Secunhes Business and Free Govemmenl

By FRANCIS ADAMS TRUSLOW*
President, New York Curb Exchange

In commenting on achievements of free guvemment in Amenca, ‘Mr.- Truslow :stresses part plaryed by,
securities business in putting people’s savings to uszful work in building ‘and maintaining 1ndustrles,.

Says stability of our form of government can he atiributed to wi

points out Wall Street today “operates in' modern goldfish bowl.” -
opportumty to address what has become
ce—the convention of State Securities Ad—.
ministrators. Last year I stated some opinions I hold about the part which the. securltles: b

It is a great privilege to be given this second

an outstanding annual event

business of
our nation
will play in
the world. In
these su r -
roundin gs
after crossing
from ocean {o
ocean, and’ in
this Centen-
nial y e ar of
the. Oregon
: Terrltory our
minds are
~filled “with
admiration
for “what. has
‘been done in
America.

I am sure that our friends from
other lands, who are here ‘today,
will ‘net misunderstand if+1 talk
for.a few minutes of sour ‘coni-

- dence in what we have developéd
in America and of our confidence
in the character and soundness of
American finance,

This will be no statistical pres-
entation. The subject is ‘beyond
the scope -of statistics and I am
afraid equally beyond my capac-
1ty to express it.

Some suggestion that I speak
‘today of .our belief in’ America, in

Francis A. Truslow

in American finan

]

ide .distribution -of national wealth: and

portance’to the world. Forty years .

ago you went abroad to study, not
to teach Your artists were “still
copying the art ‘of "Eurape and
your scientists ‘were drawing.gn
‘the ' science -of other lands. Your
statesmen followed the traditions
of .an imported diplomacy, ‘Today

you have an art which is* your|:

own,.a science made in America,
a directness in” diplomacy which
is. native and a’ way of doing
things - which “all ‘the ‘world calls
‘American’, ‘The 'emergence ‘of
your. countryas a confident, in-
dividual and self-reliant power|
in’~ the ‘world 1is your greatest

| change in the last 40 years.’

He stressed our confidence. He
stressed . the 1nd1v1dua11ty which.
is expressed in .our . actions, and
he spoke of the self-reliance Whl(:h

has 'sprung from: that 1nd1v1dua1-‘

ity and confidence:

Our talk led me to think of the
sources of: that.confidence @and -of
how ‘we are inclined often:to for-
get  what accomplishments are
represented by “America and. to
minimize ~the -basic . honesty and
humanity on which our lives rest.

*Forty: Years’ Progress

our way. .of - governjng, ourselves
and in our methods of doing busi~
ness came from a talk T had a few
‘weeks ago ‘with a’brave man from
Poland. He is a great patriot who
has suffered with his country, and:
has lived through - its \incredible
changes He is visiting this coun-

Airy again after a long absence. '

I asked him what changes he
had found here after 40 years
away. As I remember them, hxs
‘words were these:

« “In the last 40 years your coun-
try has become aware of the in-
dividuality and the strength of its
own art and its own. institutions.
That awareness has increased your
confidence at home and your-im-

* *An -~ address by Mr. Truslow
before the 31st Annual Convention®
of the National Association of Se-

I curities Admmlstrators Portland,
Ore., July 21, 1948,

PHILADELPHIA

Puget Sound Power & Light

El Paso Electric Company
(Report on Request)
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BUCKLEY SECURITIES
CORPORATION

1420 Walnut St, 44 Wall Street
Philadelphia 2 New York 5
PEnnypacker 5-5976 - WHitehall 3-7253
L Private Wire System between
Philadelphia, New York and Los Angeles

Forty years ago I was strug-|
gling with the enormous problem
of how to walk-and: how :to talk.
So* I am disqualified by age from
judging <. the = soundness ' of myv
friend’s “'opinion " over ' the full
sweep of his expetience. "But we
have all “watched’ parts of ‘thé
process -of change he described
and have been surrounded. all our
lives by the sources from which
our confidence springs.-

Two exhibitions of why we mayv
confidently face the world and ‘all
its problems ‘are before us today.

This ' gathering "is one and the

Pacific Northwest, in the midst of
which we meet, is the other. They
symbolize our  solution of the
human  problem of ' government
and ‘our: achiéevement in creating
a ‘place’ in ‘which’ to live.
In this room men who repre-

ST. LOUIS

STix & Co.
IQVESTMENT SECURITIES

509 OLIVE STREET

St.Louis 1, Mo,

Members St. Louis Stock Exchange

SPOKANE, WASH.

American Phenolics
Botany Mills Com. & Pfds.
Camden Forge -
Dayton Malleable Iron
Gisholt Machine
Kearney & Trecker *
Stromberg-Carlson
Vinco Corp. '
Warner Co.

H. M. Byllesby & Company
PHILADELPHIA OFFICE
‘Stock Exchange Bldg, Phila. 2,

Telephone Tel
Rittenhouse 6-3717 el"el*tly'll:';

NORTHWEST MINING
SECURITIES

For Immediate Execution .of Orders |
or Quotes call TWX Sp-43 on Floor |
of Exchange from 10:45 to 11:30 .
A.M., Pac, Std. Time: Sp-82 at.
other thours.

STANDARD SECURITIES '
CORPORATION

Members Standard Stock Exchange
of Spokane
Brokers » Dealers --Underwriters
Peyton Building, Spokane
Branches at

gent ‘government ~and mmen:. who

represent their own private: affa;rs'
are .assembled . together partici- |

pafing .as friends in- the work and
festrvrtres ‘of ‘a conference;  That
fact -ig.s0 .commonplace. m-Amerw
ica: that fhe natural query it

“What of it?” = 3

much’ of the rest of the world
faces passionately, is ho real prob
lern at all.” We have answered th
question of how. the lives. of me;

shall be organized ‘and governed‘
Our answer is:

here in America.
alive in this room. The only kind

of government ‘which ‘men. can.

permanently “accept 'is one,
'‘which “every" citizen partlcrpat
on a free and friendly basis.” "7

Gatherings ‘such .as thisene are.
being duplicated dally throughout,

.our Jand. "They vary in-the nu

ber ‘of persons:involved and-in the' ,
interests - of ' the - ‘groups - repre— !

sented. They do not ‘vary,
spirit -of free ‘association
exists in' ‘Ameriza between: D

n.the

government
anything more incredible than the
idea that :some Federal jor. State

official here today might rise and ;
prevent my say:mg anything I may.:
-want ito say in the rest-of this|

talk. Iknow that I could:disagree
profoundly and vocally with every
official among wus and still ‘sleep
soundly. tonight. What ‘we ‘take
for granted would, be - incredible
to the inhabitants of large parts
of the world.

The human relatxonshlps whmh

are not the result of laws. They

spring from attitudes and opinions:
involve 500 million bushels of

which: are sacred to -each' of:us.
It is incenceivable that our gov-

ernment should be anything other;

than ‘an agency responsible to us.
We assume: that its officials rare
our friends today and that tomor-
TOW ‘'We may take therr places and
they -ours.

It seems to me that there‘is no
deeper source - of confidence for

us in America ‘today than the

knowledge' “that the way we
govern ourselves 1s mseparab’le
from us. * °

Our next -exhibit is Oregon. A
‘hundred years -ago it took Gov-
ernor Lane six months to get here
from Indiana.  'We flew ‘from the

| Atlantic in a few hours last Satur-/|

day. A hundred years ago Port-
land ‘was a few huts and there was
not much else in the state except
a trading post at Astoria, Today
Oregon is a busy, peaceful’ ‘and
growing land in which over 1,500,-
000 people make their homes The
energy and genius of the people,
who “have gathered from all the
world to make ‘America, stands
forth in Oregon..

Yet Oregon is only part of what
‘has been ‘created between the At- |-
lantic -and = the Pacific in those
hundred years. Since the Oregon
"Territory was established, Ameri-
cahas grown from 17 to 144 mil-
lion people, thousands of cities
have been built, the land has been
criss-crossed wrth railroads and
highways and power lines, count-

less tarms.and mines and factories,

have poured forth their wealth.

No . comprehensible. measure-
ment can be given of what-has
been done in America in the last

hundred years and no such meas-:
urement is necessary. We are sur-

rounded by the resulfs,’ We ¢an

drive:its- highways, ride its’ rail-'

ways, fly in its planes, visit {its

camps and mines and ranches and'

Kellogg, Idaho @end Yakima, Wo,

(Contlnued on page 29)

In our-country @ problem whlch'

Congress bitterly for not having:

Repercusslons of Inlemahonal
. Wheat Pact Failure -

+. . .By EDITH HIRSCH

: "Commenhng on 'fallure of Elghtleth Congress 1o’ ratify the Interna-

_'tlonal Wheat Agreement, writer points ‘to mpendmg large crops as

. indicating U. S. wheat surplus, Says there is no free world market

for wheat and foresees wheat in U. S. selling ‘at parity price ‘with
large purchases by Commodity Credit Corporation.

‘-The U.'S: Department of Agriculture has reproached the! Elghtieth

ratified the International Wheat

iAgreement.. Opposed by the:grain trade and millers, the -agreement
was’, not reported out” of ‘the ‘Senate Foreign Relations subcommittes

“anu taus -dia
" not. -become
¢ law, - England
“thereupon
Cwiit hdrew
‘from-the
agreement
‘“and there" is
- 1ittle hope

~iever become
* valid.. Where-

Brannon sald
£ cdma four, page
Mru deth Ji lesch statement that

‘“this. ' is
Aoutstandmg example of ‘the’ drres

f Comressmnal Jead

clear espons:bxlmes

hiational wheat agreement died:

vate men and the officials of the;r‘ _'That ‘of 1943 was at least formally

We cannot imagine
e never had real ‘importance,

llvmg’for ‘a 'short time, "It had

: The agreement would have :as-
sured. the American wheat farm-
‘ers 'of broader markets; for a pe-
riod of five years. It.would also

fo $80 million in this crop year
alone. But it would have slowed
down | the - adjustment of  ‘the
Amerlcamagrlculture tg « inev-
itably smaller wheat 'exports; in

‘lthe ' coming years and disturbed

the natural ‘trade conditions ' be-

world.
This.:Agreement. which was to

wheat out of possible total world
exports .of 750, to 800 million
bushels (after a first replemsh—
ment of “stocks, which will'take
place this vear) had . been: agreed
upon in the spring.of this year
under heavy .pressure from ‘the
United ‘States so to speak under
the: shadow  of the ERP.. The
importing . countries  never ‘liked
it ‘much,  because ‘to ‘them it
seemed to spell higher. prices. It
was ‘meant to give the American
farmer ‘a satisfactory “share  in
world ‘wheat exports, that is, an
outlet for “our ‘tremendously in-
creased wheat production.
Before the war ‘the United
‘States had produced 845 million
bushels:of wheat and exported ap-
proximately ' 50 million bushels.
Surpluses ‘had been accumulating.
Last -year, we produced 1.36 'bil-

year it will ‘be over 12 billion
bushels. We cannot utilize ‘more
than  approximately. 750 million
bushels idomestically, ‘therefore,
we must export more, In 1847-48
we exported 480 million 'bushels.
"The ‘Wheat Agreement, if: rati-
fied, 'had :guaranteed the American
farmer exports of '185 million
bushels.. But that is not all that
he +would: have 'exported. Ger=
many will mneed imports of 125
million bushels and -Japan 25- 49
million bushels and since we are

ing to procure it from our owi.
harvest, too. 'Thus, ‘the United
States Department of Agriculture

of “350 “million ‘bushels. of ‘wheat
and would have looked at:the con-
tinuation of our high. wheat pro-
.duction, which is the consequence
of ‘the’ 90% .pf parity price guar-
antee; with less’ apprehensron than
It is domg now.

- that it will

. anm;

This'is the second. tlme‘an in-i| £
‘efforts the world would have un- -

have saved the ERP :countries up/

represent our form of government | tween. Europe and the. rest of the,

lion bushels -of ‘wheat and this’

to pay for it anyway, we .are go--

could have figured “with ‘exports.

' ‘Evideritly,: the tide has turned ’

The ‘new crop estlmates published:
‘on July 9 coming ‘on- top ‘of re-
ports of’ very ‘good - European i

‘crops, leaves mo doubt: that wheat

‘nas‘iceased 1o 'be-a* commodity in -

short:supply . (except 'if ‘the"Ca=~"
nadian crop we1e to. be'a com-
‘plete failure) ..

‘ We will be able, if
necessary, to “export: as: much“as
450 ‘million ‘bushels of wheat this
year. 1f  bread:is to. be:scarce;

/| somewhere "this'year, ‘it ‘will:not
f | be’because wheat. is not ‘available;:.-
{ but: because the country. in ques—»~ 3

tion:lacks the means~to buy:it lib=

erallyat: the prevailing high:

prices: ..Argentma :has . already.

‘great difficulties in making.new.

ales at the artificially: hlgh prlce

-she s .asking. i *

/| 'The. ‘Wheat : Agreement- antxcl--v—n )
¥ | pated: :coming . surplus: conditions;

dergone unbehevable terrors in
the past years. But the creators of

‘I the ‘Agreement seem to:have.un-

‘derestimated *  the ' difficulties

which: the:other ‘countries ‘would

have in ‘paying for it, ERP.or no

ERP. ' There ‘are certam goods
which the world must buy’ from

us, because nobody else can pro-

duce them in sufficient quantities;

Corn is»only,,pr.oduced in volume *
here and in Argentina ‘and the

Danubian countries and Europe

mneeds corn for her livestock pro-

duction. The  world needs our

cotton and our.‘tobacco, our farm.
machinery, cars, tools and other

machinery. = But . we 'need: very

little from most ‘of ‘these  coun=

tries ‘in  exchange, and conse-

quently ‘we do not accept enough

goods from other countries to pay.

for our exports. If we try to sell

the ‘world ‘more wheat than: it

wants to buy from us, we are only

aggravating the already difficult

situation and adding to our credit

balances.- The ' ERP is meant to.
aid the reconstruction of Europe

and to bring world trade ‘back:to

normaley. It is in°the spirit of

ERP ‘that'the European. countries

who musl buy wheat should be al-

lowed -and ‘even -encouraged -to

buy it from those ‘countries which

rieed ‘the :goods which they. can

export. Thus, even bilateral trade

agreements may have their mer-

its for a short while.

The end of the International
Wheat ~Agreement only. precipi- !
tates: the solution of a ‘problem
which - otherwise -w.o:uld  have
arisen  somewhat later, namely: .
what to do with:our coming large
wheat ' surpluses. The world has
only so recently -escaped from
hunger—scarcity is :still  prevail=
ing in many countries—that thig
problem. seems fantastic,, But if
is. real. For sugar, it is already.
here.. We expect notl only good
wheat .crops, but also good feed
grain crops which will permit siz-
able exports.  Wheat, therefore,
will be used less as feed in Eu-
rope.” Another year of good bread
and feed crops, . for which we
hope, will bring the grain surplus
problem‘into the operi.

Congress has just promised the
grain farmers ‘high prices until
the summer of 1950, This makes
another large ‘harvest probable.
We  will be- ‘able to: store: next
year’s wheat surplus‘if we cannot
export it -all. But ‘we need soon

-0 know ‘how, our wheat. produc-

(Continued:on page 29)
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" From Washmgton
- Ahead of the News

By CARLISLE BARGERON

On the night of the balloting at the Democratic National Conven-
tion, while Mr, Truman was enroute to Phliadelphia, one of the 1,000
or more correspondents on the scene got instructions to write what
was most likely going through the PreSIdent s mind. What prompted

him to  come

up and ad-

dress this

crowd fully

90% of whom

figured he

had not the

slighest

chance of

election?

What had

been respon- -
sible ‘for his

doggedness in

the first in-

stance? © Why |
didn’t he ac-

cept the ad-

viee of those

who had been saymg, who even
had been, telling . h1m that he
couldn’t win?

The first thought, of course; is
the isolated 1life ‘which a Presi-
dent - lives. Unquestlcmably his
clase advisers had . been ‘telling

.. him that what the party leaders
were saying and what he ‘read
in the newspapers was the bunk.

Carlisle Bargeron

' The people love him, he has been

.insistently told.

. But. I“doubt’ that this  is  the
‘whole answer. It is my ‘guess that
he came to Philadelphia in-a spirit
of rexultation. "He 'had " triumphed
over his enemies.: And who were
these enemies? '~ )
( --They. were’ men motivated - by‘
bitterness because he had kicked
them out of the feed trough:.I am
not referring ‘'to’ the Southerners
who had broken with him on phil-
osophical ‘grounds.. The men who
were” ‘most: bitterly  denouncing
him, who were trying to produce
Elsenhower, Arying  to -produce
Douglas, - were- men' who- on
grounds of New Dealism” should
have been supporting him: 100%.
It 'was to .them, indeed, that he
had harkened and 1ncurred the
enmity of the Southerners.

Why, pray, should men like
Leon Henderson, .Jimmy Roose-
velt - Wilsen. Wyatt, ‘Chestexr
Bowles, Harold Ickes et al, be
against ‘Truman.. He has em-
braced the Roosevelt. program
100% and in some instances he
has been far more aggressive
than was Roosevelt. This is not-
ably true on the so-called civil
rights program. Roosevelt never
propo-ed any such legislation.

If “you" were to ask -any one of
these men why he ‘was against’
Truman, and if he were on guard
ard didn’t break info profanity,
he would - reply -that 'Truman
couldn’t win.” Why?: Jsn’t
country " still “Libera] ?."These
men insist it .is. " Then why
wouldn’t the people rally around
Truman * who espouses their
cause?

Yet these  men wanted Eisen-
hower about whose political phi=
losophy they: have not the slight-
est iakling,

The plain fact is that they are
against - Truman: because, ~while

;

embracing in word and actlon the |

:Roosevelt program he has, never-
theless. -at one time or another,
gotten rid of them. ' They donj
enJoy the estate ‘which they en-
joyed for so long. . They dont
enjoy the power.

- You might ‘stretch-the group to
include Senators Murray.of Mon-
tana, Green of Rhode’ Island and

the ineffable Claude: Pepper of |

Florida. They ‘are ‘Senators’ but
just.that.  They have no access to
the. White- House,. ‘no " influence
hardly save-that of making-a lit-
tle nojse:and voting;in' the Sen-
ate.

The above :named are the ones
who constituted the noise at Phil-

. adelphia., They are the ones who

gitized for FRASER
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.ralmest - in toto, -aside < from- the
Southerners, have created the im-
pression that Truman, iz a dead
wuea. T'o this extent they are re-
sponsible for the Southerners’ at-
tifude because 1 doubt seriously.
that those gentlemen - would be
raising so much cain if they were

| not: coavinced that their party is

on the way -out anyhow.

‘So it must ‘be-a lot of satxsfac-
tion ¢n Truman’s part to know.
that he has beaten this gang of
political has-beens. He  has un-
derstood -the source of ‘their bit-

| terness. He realizes and delights,

it is iy guess; in the: angmsh he
has caused: them,

He must also realize,. when. he.
listens ‘to' the honeyed words. of
his vclose ‘advisers that this gang,
in themselves, doa’t control . any
votes. . They don't have any -fol-~
lowers. His defeat, when it- comes
as it most surely will; will not be
attributable to' them. They 'will |
have bad nothing to do with: it

iIn ‘the mezntime. one of " ‘the

-funniest” things :in - the | world "is

the story that.the State Depart-
ment: has planted. to :the effect
that Truman’s real reamn’ for.call-
ing the extra segsion: is. because
of the situation in:Berlin.. Thisis
strictly "acase.of the State De-
partment, - as  Jimmy: Durante
would. say,: trying to- get in on
the act.

I would certamly not. rmmmlze
the seriousness of the situation in
Berlin, And now that the thought
has been put out, Mr. Truman
may include it in hls special mes-
sage. But it is sale to say that he
had nothing like this ia mind
when. he first announced. the ex-
tra session call at PhlladeLphla

A, J. L. Haskell -
In New Bank Pos!

A. J. L. Haskell, formerly first
agent of the Bank of Montreal in
New York. has been named to the
newly created post of Deputy
General Manager. For the past
three years he bhas been an As-
<istant General Manasger at the
bank’s head office in Montreal.

The bank’s General Manager is
Gordon ‘R, Ball' who' was -in
charge. of the Bark of.Montreal
Agency .in New York before  his
present appointment last year.

Aspden. Robinson Co. -
Hava Direct Wire to N. Y.
PHILADELPHIA PA —Aspden
Robnson & Co.; 1421 Chestnut
Street, members of the ‘Philadel- |
phia ' Stock - Exchange, announce
the installation of a. direct wire
to New. York—Hanover: 2-4120. '

ing. Or, asI've

By EDMO\TD M. HANRAHAN*

What the SEC is Doing

Chairman, Securities and Exchange Commlssmn

Chaurman Hamahan outlines plans for simplification of form filed ‘with Securities and Exchange Com-
' migsion and adoption of a new “document rule” in relation to subscriptions to rights ‘and warrants.
'Sayx through joint efforts of all parties, securities ma rket has reached high peak of professional integrity.

T don’t propose to hold you with any lengthy dissertation today. Competition with the
pleasures afforded by Portland is too much of a task. Moreover, in these summer months,

I hold to the old-thesis that, after 10 minutes of talking, there is little learning or listen-

héard 4t “in
anether * con~ -
text, in warm
weather, after
ten minutes,
even the ‘Gos-
pel gripes.

'Nor shall I :
attempt to
bore you with
the . perform-
ance record of °
the Commis—
sion since your ' -
la st meeting
in October.
Most “of - you
are intimately
interested in'and familiar. with
the Commission’s. activities. If any
further - enlightenment on  that
score should be sought; I believe
we scan {ill'in the gaps'during'a’
fe*w social -sessions.

E. M. Hanrahan

Sxmplrhcaﬁon of Forms

X wIn -general, we-at the Commis-
sion have been continuing to.-sim-
plify: the. various forms used for|
filing “under. the Acts we admin-
ister. 'We - aim -to bring these to,
the ‘point where they contribute
mpst'to investor .information .and
facilitate” to. the greatest extent
the process of registration. Simple
{forms, and the greatest possible
material information are our ob-
iectives. With this end in mind,
we are now . attempting to sim-

ryles - under ‘the -~ Securities Ex-
change :Act of 1934.

'There-is one development, how-
ever, which I believe warrants
‘analysis and discussion at .this

posal for adoption of a rule to

holders.,

You may]remember that, back
in 1946, the Commission. sent out
to the public for comment, three
p;oposed rules:

(1) the_ so-called red herring
rule; )

(2) the rule which would have
permitted the use of sumrnaries
prior to the effective date of .a
registration statement, and lastly,

(3) a rule which would have
permitted the use of a red herring
vl 2 enpplemental document as
a definitive prospectus,

'You will recall that Rule 131.
‘he red herring rule, was adopted
in -December. 1946, and the other
-|two rules. were held for furtner
consideration. -

During the last few- months a
p!roposal was made that the doc-

TkAn udaress by -Commissioner

‘Hanrahan-before the National As-

sodiation of  Securities Adminis-

"rtators, Portland Ore.,; July 19

1948

. We recommend for . relall dlslnbnnon the followmg dividend-
paying common-stecks ~which have no bonds, no preferred no’

bank loans, to yleld 7——9%

i

ngsburg Cotton Oll—apprommate market 4

’Alglon Apparel-—-approxlmate market 5%

- Portsmouth ‘Steel-—approximaté market 127

BENNETT SPANIER & €o., Inc.

L2 1D

- Investment.

Securities. .,

105 South La Salle Street Chlcagb 3, 1L

Televhone Tentral 4274

“Teletype CG 1040

plify :and: clarl.fw the forms. and |

‘meeting. This pertains to ‘a pro--

I'acilitate rights offerugs to stock-

umeat. rule be adopted but be
limited to' those situations where
Tights or warrants to subscribe to
additional securities are offered
by “the issuer to -its stockholders,

The proposed rule would state
in ‘substance that in such rights
“offerings the prospectus require-
-ments-of -Section 10 ‘of the Secu-

g rities Act of 1933 would be met,

if  the issuer should: (1) send or

1 'give to its stockholders a proposed

praspectus meeting * the ‘require-

#t ments of Rule 131, and (2) after

the effective date of the registra-
tion statement; send or give the
same stockholder a document con-.
taining the price and price related
items omitted from the proposed
prospectus. ' 'This document would
have to'incorporate the proposed
prospectus by reference' and be
sent or given to-the stockholder
'not more than’20 days after ‘the

% proposed prospectus was Sent or

given.

The reasons ' advanced for: the
Rules are: (1) that it.would :stim-
ulate greatly the dxsseminatmn of
information concerning: the . pro-
posed offering, pnor to the effec-
tive date, and thus give the stock-
holder the essential data and time
to determine whether to buy, and
(2) it would. resolve to a great
extent the problem of mailing te
stockholders a massive amount of
prospectuses with the warrant ‘'on
and, after ‘the effective date.

¥y

of .information. It has, ‘however,
certain bugs which probably can

be worked out, such as the prob-
lem relative to street name cer-
tificates. For example, it* might
so happen that the street name
would receive the proposed pros-
pectus from the issuer and trans<
mit it to the beneficial .owner.
Thereafter, the beneficial owrer’
would sell his shares, before the
effective date, to another bene-
ticial owner under the 'same street
name; In this case,"the street
name would receive from the ‘is--
suer. on the effective' date only'
the document and fhe warrant
which would be transmitted to the
second beneficial - owner,' This
result is definitely not desirable

since the second beneficial owner

wouild ‘not: receive'a full prospec-
tus. Perhaps this difficulty might
be 'obviated by the exchanges and
the NASD adopting a requirement.
in such cases that the nominee
advise “the 'issuer ' of any such
transfer of ‘beneficial ownership
pri‘or to -the effective date, "

There is a further bug in the
rule and one with which you, as
state administrators, “are closely
concerned, namely, the impact of
the various ‘state laws upon a dis-
tribution  effected under such a
rule. - In those states where se-
curities may be sold without reg-
istration there is, of course, no
problem:” But, in 40 or more
otHer states, where sales are pro-
hibited - before - registration . and

{uIt. seems: to . me: thatthe rule -distribution of ared herrmp: pros-
.| possesses - at - least one : definite | Pectus may constitute a sale—the
attribute—advance  dissemination| Problem is patent.

I understand that the question
(Contmued on page 35)

Central Illinois Electric

! _ Chicago:. New.York - Boston

- PUBLIC UTILITY COMMON STOCKS

* “Black Hills Power & nght Company -
Central Arizona Light & Power Company

Gulf Public Service Company
Indiana Gas & Water Company
Yowa Tublic Service Company
Lake Superior District Power Company
Michigan Gas & Electric Company
‘Michigan Public Service Company
*Minnesota Power & Light Company
Missouri Utilities ‘Company
- Public Service Company of Indiana, Inc.
Sioux City Gas & Electric Company
Southwestern Public Serviée Company
- Tide Water Power Company
Tucson Gas Electrie Light and Power Company
Wisconsin Power & Light Company . -

*Prospectus Au‘arlable

- ACALLYN2>COMPANY

Incorporated
Milwaukee

& Gas Company

Minneapolis Omabha

9

Weé  are pleased to announce that

Ccmmonwealth Investment Company
has been quaiiﬁéd for sale in the
STATE OF MICHIGAN
Current- offering price of

: shares. is approximately
$6.58 s

Pro:pectu: on reque:t

JOHN J. O’BRIEN & CO.

Members New York Stock Exchange and
other principal exchanges

231 S. LaSalle St., Chlcago 4, 111

Wholesale Representatwe for

.~- -COMMONWEALTH
: ‘lNVF‘.STMENT COMPANY

‘Arkansas Western
Gas Company

Common Stock

Full detailed information concerning .
this - rapidly ' growing natural gas
"producing and distributmg system is
available to dealers and other finan-
cial instxtutions

‘We have a position in. this common
stock. which is currently on a $0.20:
quarterly dividend basis.

Approxnmate Pnce-—l-ll,

COMSTOCK & CO..

CHICAGO 4, ILL,
231 So. LaSalle St. Dearborn 1501
Teletype CG 855 i
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Management's Part in the Free Enterprise System

By HON. RALPH E. FLANDERS*
U. S. Senator from Vermont

Contending econcmic system, in present form, should be called “managerism” rather than “capitalism,”
Benator Flanders points out, as nation developed, managerial skill became of greater importance than
supply of capital. Cites diversified ownership of large corporations as leading to self-perpetuating man-

agement groups who must serve interests of stockholders.

Praises record of American managerial skill

and ascribes our superior economic organization to managerial boldness and forethought. Lists cata-
gories of management responsibilities. :

Management is quite obviously not a modern invention. Wherever one man works for
another, there is one of the two who directs the work. This is true even in such coopera-
tive undertakings as the old-fashioned barn raisings and quilting bees, which were still

cunrent prac-
tices in my
childhood
days. The
foreman of a
barmn' raising
was - not ap-
pointed for
the purpose.
He ‘might or
might not be
the man for
whom the:
~framework
was being
erected. His
gelection was
more likely to
‘hawve been
‘matle informally by common ¢on-
gertt as the man known in  the
ccommunity to have judgment and
qualities of leadership in erecting
the framework of such a building
as was required by the owner for
whom the work was being done.
While not quite so familiar with
the organization of quilting bees,
I suspect that someone must have
‘gelected the pattern and advised
@s o the more or less happy
blending of = the -colors of the
patchwork pieces; That'a job is
not idone on a master-and-servant
'basis does not mean that there has
beea no leadership. It is safe to
gay that all work done success=
fully has had management some=
where, however informal and un-
obtrusive it may have been.
There were certainly in' the
farthest historic antiquity exam-
ples of management oa the grand
scale. Only thus could the pyra-
mids of Egypt have been raised.
Only thus could the irrigation
canals of Mesopotamia have been
dug in such a way as to water the
eanth and raise the abundant crops
of that once productive region.
®On this, continent we are told
that the Spanish conquerors of
PReru found 'a highly organized
‘and apparently smoothly running
-gocial = organization completely
‘managed from top to bottom: Free
enterprise did not exist. Probably
it swould not have been under-
stood and had- not even been
thonght of. The nation was or-
gamized as a cohesive social com-
wmunity, each member of which
had his task assigned.
~ These ancient examples, how-
ever, had little to do with the free
enferprise system as we under-
stapd  it. They were most cer-
taiply the result of impressed
lebor, probably of slave labor. In
‘the .case of ancient Peru, it ap-
pears to have been a case of a
fulky. organized - socialist  state in
which every citizen was bound to
obey the orders of the govern-
mental organization of which the
Inca was the head.

Tree Enterprise in Ancient Times

Free enterprise clearly did exist
in the ancient civilizations of the
Orient alongside of the great gov-
ernmental undertakings, There is
2bundant evidence in the inscrip-
tions on clay, on stone, and writ=
ten in ink on' papyrus, which
makes clear a complex pattern of
individual tradesmen, merchants,
and - farmers which served the
meeds of the people of those an-
cient days. We may take it for
granted that these small groups

Ralph E. Flandel_'t'

*An address by Senator Flan-
ders before the Business Confer-
ence, Stanford ' University, ' Palo
Alto, Cal., July 20, 1948,

of workers each had their man-
ager and that the enterprise suc-
ceeded or failed in large measure
as the management was good or
bad. These things, however, we
have to guess at, as the records
are not clear, g

We do get a clearer picture
from the mediaeval times in Eu-
rope up to the present day. The
mediaeval tradesman’s undertak-
ing was based on the relationships
of master, journeyman, and ap-
prentice, where the master was
manager and owner. The com-
plete  investment was his, except
as the journeyman acquired the
independent tools of his trade.
The master found work, sold his
‘product, paid the 'wages, fur-
nished the building, the material,
and probably most of the tools.

All of this was on the whole
done under free’ enterprise, ex-
cept that royal monopolies were
sometimes granted :to ‘guilds of
these craftsmen for. definite lo-
calities, in which case the free
| enterprise was sweetened by mo-
| opoly. On the whole, however,
management was free, unfettered,
‘and widely diffused in small units.
It was only in later years that
such families as Fuggers of Ger-
many . and. the Italian ‘merchant
prlncgs began to extend thejr
(‘Jp((rationé over larger areas and
to' build. up great management
systems which bear some com-
parison with those of the present-
day: world.

Effect ‘of Industrial Revolution

The Industrial ‘Revolution, be-
ginning 'in England in the mid
18th century; changed the whole
structure of industry and trade,
It was based on the newly in-
vented textile- machinery, though
for some decades past there had
been - entrepréneurs who kept
hand looms-and: weavers going up
into the hundreds. The invention
of the power loom, and particu-
larly of power spinning, gave an
opportunity for such enormously
increased production per man-
hour that ‘the feature of manage-
ment tended to become subserv-
ient to the investment of capital.
Money was the main thing. The
men of means in' England, who
saw the opportunity to invest in
new  machinery, . could count on
finding the rather moderate man-

{-agerial’ ability necessary without

having to search long or pay high
salaries.; Money 'was  at a  pre-
mium; managerial ability at a dis-
count. It may be remarked that
the popular present-day focusing
of .attention on capital and a cor-
responding inability to appreciate
the importance of management is
a: holdover from these days of a
century ago. We .call our system
“capitalism.” As.I will go on to
show, in its present form, it might
better be called “managerism,”

When Capital Was in Ascendant

Capital ‘'was in the ascendant,
and managerial ability in the sub-
ordinate position throughout the
19th century to the extent that
the enterprises into which capital
entered were new and prospects
attractive. Canals, railroads, and
mining developments are exam-
ples of the primary emphasis on
capital.: The  enormous. flow of
capital into - these ' enterprises
throughout the 19th century re-
sulted in the rapid development

of our national domain and on the
whole performed a necessary
service for the opening of this
great country to settlement and
development. That much of this
work was done without competent
management and engineering, and
so with consequent loss of capital
in ‘many cases, only accelerated
expansion and settlement, A good
case can be made for the conclu-
sion that the heavy losses of Eu-
ropean investors, and even of our
own investors, during that period
nevertheless resulted in increas-
ing the resources and the popula-
tion of this country. The less care
there was [in" analysis, the more
extensive the development,

Whether it was the first flush
of the success of the newly in-
vented textile machinery, or the
building of railroads into unde-
veloped land, or the search for
and occasional discovery of min-
eral riches, the first efforts and
the first results came without
great managerial and engineering
skill. It was only as the cream
was skimmed off of these initial
undertakings and competition be-
came more and more severe that
the role of the manager began to
increase in importance relatively
to that of the supplier of capital.
Thig change in relationship was
'%oi g on throughout the 19th cen-
ury.

An Example

Jones & Lamson Machine Co.— J

e

Again referring to an industry
in my own town, there is evident
in the history of the Jones &
Lamson Machine Company the
successful application of mahage-
ment in the expenditure and use
of capital. This is an old machine
tool firm whose history goes back
to the 1830’s. Its history is full of
picturesque pioneering  incident
ranging all the way from Mata-
mores, Mexico, to the first World’s
Fair in the Crystal Palace in Lon-
don, under. the benign patronage
of Prince Albert. I wish I might
have the time to tell you some-
thing of this story, for there is a
counterpart in the adventures of
industrial and - engineering pio-
neers in-.a Vermont village to the
adventures of youthful seamen' of
the New England  coast fishing
villages in' their voyages in the
clipper ships to the ports of China
and India. :

.Suffice it to say, however, that
with: the end of the Civil War, a
period of heavier competition-and
a considerable stagnation of en-
terprise  began to appear in the
machine tool industry. The sim-

'ple application of capital to the

industry had reached the end of
its tether. It was time for capi-
tal to be rescued by management
and particularly by management
of the engineering type.

This Vermont village industry
was fortunate enough to engage
one James Hartness as its super-
intendent. Mr, Hartness surveyed
the machine tool field, picked out
that element in it which he felt
to be capable of most improve-
ment, carefully analyzed possible
ways of improvement, selected
one of them as having the great-
est commercial possibilities, aban-
doned the manufacture and. sale
of every other size and type of
machine, and made a great suc-
cess of the new product. This was

(Continued on page 34)

Wallace Calls for Draft Repeal

Candidate of “New Party” says

mum wage of $1 per hour and

¢ ‘move should be starting point in
breaking away. from path set by old parties. ~Also wants mini-

b

four million new homes in next

two years. ;
Henry A. Wallace, former Democratic party leader and now a.

candidate for the Presidency of

a “New Party,” in speaking at a

Youth Rally at Asbury Park, N. J., on July 18, urged his audience

to work for the
ne advocated
a legal mini- *
mum wage of
$1 per  hour
applied to all
workers,
young and old
alike, In the
course of his
remarks Mr.
Wallace
stated: :

‘I think
that we in the
New Party
can take some
pride in  the
fact that ' the
only real fight
put up against the Draft Law was
made by representatives of the
New Party in the Congress—par-
ticularly the all-out effort of my
partner-in-peace, Senator Glen
Taylor.

“The debate on that Draft Law
laid bare the plans of the two
old parties for the young people
of our country. Together they
voted down a draft of capital;
together they voted down restric-
tions on armaments profits. And
together they voted down—by a
gentlemen’s agreement—every ef-
fort to ban discrimination and
segregation in the armed forces.

“Passage of the draft made it
clear that the two old. parties,
controlled by militarists and mo-
nopolists, prepare for war, And
in a war-time economy young
men and women become expend-
able draft jnumbers and. apo-

" Henry A. Wallace

repeal of the new draft law; and, in the same address,

nymous figures on a chart in the
Department ‘of National Defense.

“Monopoly demands militaliza~
tion. It demands profits from amn
arms economy, It demands that
‘labor must be put in shackles. It
demands - that  young. people be
taken from. the: schools and the
shops and put into the Army. I
demands  that billions shall be
spent to enrich the men of Wall
Street, while miliions are denied
to young people for education, for
housing, for health and for secu-
rity.

“The starting point in our fight
to break away from the path set
by the old parties is to repeal the
Draft. We have the chance to do
this right now, A special session
of Congress has been called for a
week from tomorrow. The ailing
Democrats ' intend, for election
campaign purposes, to put the Re-
publicang on the spot for doing
nothing about housing, the high
cost of living. security—all these
things about which the Democrats
have also done nothing.

“Let us put both of them on the
spot. Let us make them both show
by their actions which path they
want to carve out for the young
people of this country. Let us
take them both on their own
ground and press the fight home.

“The {first issue is to make them
repeal the Draft in this Special
session of the Congress,” make
them - strike off the military

(Continued on page 35)

by

Leading Banks and Trust Com-~
panies of New York—65th consec-
utive quarterly comparison—New
York Hanseatic Corporation, 120
Broadway, New York 5, N. Y,

Market—Circular of current de-
velopments—John B. Dunbar &
Co., 634 South Spring Street, Los
Angeles 14, Calif.. ;

‘Market—Leaflet on current sit-
uation—Stanley Heller & Co., 30
Pine Street, New York 5, N. Y,

Natural Gas Industry—Detailed
brochure—Scherck, ‘Richter Com-
pany, Landreth = Building, = St.
Lodis 2, Mo.

‘New York City. Bank Stocks—
Quarterly comparison of 19 stocks
—Laird, Bissell & Meeds, 120
Broadway, New York 5, N. Y,

,I}ublic Utility Operating Co.
Common Stocks traded “over-the-
counter”’—Brief analysis |and tab-
ulation—Ira Haupt & 'Co., 111
Broadway,; New York 6, N. Y,

" Railroad Developments — Leaf-
let of current developments in the
industry—Vilas & Hickey, 49 Wall
Street, New York 5, N, ¥,

Alaska Airlines — bata — Peter
P. McDermott & Co., 44 Wall
Street, New York 5, N. Y,

American Overseas Airlines—
Analysis—Schwamm - &' Co., 50
Broadway, New York 4, N. Y,

“Also available is an analysis of
Continental Airlines, 3 :

Dealer-Broker Investment
Recommendations and Literature

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

Arkansas Western Gas Co.—
Detailed information available to
dealers and other financial insti-
tutions — Comstock & Co., 231
South La Salle Street, Chicago
4, 111,

‘Associated Transport, Inc.—Cir-
cular—Homer O’Connell & Co.,
Inc., 25 Broad Street, New York 4,

'Atlanta Gas Light—Circular—
Otis = & Co., Terminal Tower,
Cleveland 13, O.

Also available are data on Cen~ -
tral Illinois Public Service, EE :
Paso Electric:Co.; and a review of -
Public Utility' Common Stocks.

Atlas  Plywood Corporation —
Analysis—Van Alstyne, Noel &
Co., 52 Wall Street, New York 5,

Buffalo Bolt Co.— Circular —
A. G. Woglom & Co., 49 Federal
Street, Boston 10, Mass.

Central Illinois Public Service
Co.— Circular—A. G. Becker &
Co., 120 :South La Salle Street,
Chicago 3, IlL :

Colorado Fuel & Iron Corp.—
Analysis—Eastman, Dillon & Co.,
15 Broad Street, New York .5,

Also available are analysis of
Food Fair Stores, Motorola, Inc.,
and a leaflet of Railroad news of
the week.

| (Continued on page 35) . .|
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Now Is the Time to Buy

~ Common

Stocks

Investment: counselor gives succinct reasons why the  valuation
- placed- on good common stocks today by market is far below
public’s valuation of any other form of property.

A letter by Karl D. Pettit, of Karl D. Pettit & Co., Investment
Managers and Counselors of New York to Knickerbocker Distrib-

utors, Inc., copies of which-have
Fund Shareholders as a courtesy,

been' furnished to Knickerbocker
outlines reasons:why ‘this is the

time © to < buy
common
‘ stocks.” .- Mr,
~Pettit’s. letter

“ everyside,

« 1 *Yes” is our
-answer,

. -All of  our
:'studies — eco-

cal and tech-
: nical ' — sup-
- port this conclusion.  In recent
weeks. we have advised our, cli-
. ents to. buy. In most of our larg-
est portfolios . we have increased
importantly. the - percentage ' of
. common stocks.
Why? o i A A
Because such' a policy is dic-
! t:;ted by thorough re-examinatio;
© . ; R
‘+ v+ Economic. Fundamentals .
. «. Statistics of Production, Dis-
. tribution and Consumption
" o+« Political Conditions at Home
.. -and-Abroad :
«» « Market Action :
Economic Fundamentals' -
(a) Population in the United
States ,is steadily increasing (16
million growth between July 1,
1938 and July.1, 1948); great ad-
- yances have been made in science,
invention and technology. These

Karl D, Pettit

-nomic, politi-=|.

developments foreshadow an ex-
panding demand for both durable
and consumer goods.
(b) . The nation’s money suppl
(total bank deposits and currency
circulating outside banks)stands

$64 billion in:1939. : !

‘(c) In only a few industries has
production ' caught : up ' with . de-
mand-—shortages continue to rule,
particularly’ where ' there ' are
scarcities: of raw materials, ‘ lim-
ited productive capacity or short
labor supply. ;
vail as indicated by last month’s
Bureau of Labor Statistics con=
sumers’ price index, which stood
June, 1946 and 72.9% ' above
August, 1939,

(e) ‘Asset values, earnings and
dividends. are making all-time
records,” with the trend continu-
ing up. i

Statistics of Production,
. Distribution and Consumption

(a): The Federal Reserve Board

Index of « Industrial - Production;

April; is back ‘again”to ' the
level - (1935-1939=100).

(b) “Employment in non-agri-
cultural pursuits holds above the
previous peaks of 1943 while con-
sumer purchases, as reflected by
department store sales, were at a
new all-time high in June.

(c) Defense Secretary Forrestal
on ‘July 7 announced that the

Armed Services will place $6 bil-
lion of ‘new orders with American
industry in the next 12 months—
an’ increase of 250% over ' the
past year.
Political Conditions

‘(a) "At 'Home—-Public opinion
polls incicate that President Tru-
man, as Democratic nominee; will
be defeated by Governor Dewey.
Regardless' of -the outcome, how-
ever, we believe that responsible
leaders” of both: parties: will be
friendly ' towards business as a
means of maintaining high levels
of employment.

(b) Abroad—The Berlin' situa-
tion is serious' and must be con-
sidered.. We believe it will be set-
tled without war,

It must also be recognized that

‘revolutionary Communist: forces

have suffered set-backs: in: Eu-
rope—the trend is to the right.

Market Action

After a year and a half of in-
action and. selected - buying . by

gophisticated ' investors ' and ' in-
stitutions, the market advanced
beyond its base zone.  (163.12—
186.85 Dow Industrials.) The ad-

vance was accompanied by great
breadth and the largest volume in
19 months.” This action is an in-
dication - of - the " direction - prices
are likely to follow. Practically
all important | technical ‘indices
now point to an early resumption .
of the advance.
: Conclusion

The valuation ;placed on  good
common stocks by the market to-
day is far below the public’s val-
uation of any other form of prop~
erty,” We advise the prompt pur-
chase of carefully selected' com-
mon stocks.

at' $168- billion: as ' compared tq‘ o

(d): Inflationary forces stiil pre; s

9.3% over a year ago, 27.9% over|:

NSTA Notes

[ohaiisy

NATIONAL SECURITY TRADERS ASSOCIATION : .
Edward H. Welch, Sincere & Co., Chicago, Secretary of the Na-
tional Security Traders Association, has sent the following letter
regarding the coming Convention to all members of the Association:
: “Early in June your 1st Vice-President Paul Yarrow and I visited
Dallas to confer with the Dallas Committee and discuss the plans and
program for the 15th Annual Convention of the NSTA which will be
held Nov, 15-17,-1948, i
“Texas is not only a big State but they do things. there in a big
way and we can assure you that our Convention will be second to
none and is something that you cannot afford to miss.
; “Starting with the arrival of the Special-Trains; Sunday after-
-noon, -November. 14th, -until-the Band ‘plays ‘Home Sweet' Home’
Wednesday night, you will find that something has been planned for
each: hour of-the day. and night.  While ‘we ‘know that you will ;be
:renewing old:acquaintances and will wish to, enjoy yourself as much
‘ag possible,. still time.has been teserved for businéss and & most
interesting Program .of :Forums and’'Educational meetings has been

- planned. - The Registration Eee will be.$35 for-Members of the NSTA, | - .

$25 for the Ladies and-$50 for; Non-Members. | {
A special train will leaVe New: York:and Philadelphia Friday,
November 12th and one’or more traing will'leave Chicago, Saturday
¢+ afternoon, November 13th, at 2:45 p.m., stopping at St. Louis that
o evéninﬁ_ to: pick up our Missouri-and other members,

- “The Bond Traders Club of Chicago will be Hosts for Lunchean
and Cocktails for all who are passing’ through Chicago enroute to the
Convention Saturday, November. 13th. ‘

) “Sunday. morning, November 14ih, we will stop at Longview,
Texas, for Church services and following Church our members will
enjoy 'a two hour.drive through the East Texas Oil Fields, joining
the train again at Gladewater.and arriving Dallas at 4 p.m.
“The-New Orleans Security Traders Assn. has extended an invi-
tation:to visit New Orleans after the Convention.” The Special Train
will leave Dallas about 2 a.m. Thursday, November '18th, arriving
New  Orleans: that afternoon where the train will be parked for
occupancy 'at the Texas & Pacific Station during our stay,.

“The approximate cost of the All Expense Trip which will in-
clude Round Trip Rail and Pullman, All Meals on Train; Occupancy

of ‘Pullmans in New Orleans and Transfer of Individuals and Bag- |-

gage from Train to Hotel at Dallas, on the basis of two in a Compart-
ment ‘will. be: From New York & Philadelphia, $235 each; from
Chicago, $165 each. -Although the All Expense cost does not include
.. Hotel,Rooms at Dallas, a: reservation.on the Special will insure a
» . desirable Hotel reservation in:Dallas, More details later.

i Lo Ek co “Sincerely, %

el “EDWARD H. WELCH, Secretary.” o
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Bdnk a

nd Insurance Stocks
By E. A. VAN DEUSEN =———=
This Week — Bank Stocks
. New York City bank stocks have been slowly and_laboric_)usly
edging upward since the first of the year, but with occasional ‘pauses
and retreats. The American Banker Index started at 37.9 on Jan, 3,

1948; it moved up to 39.4 on Jan. 20, retreated to 38.1 on Jan. 26,
moved forward irregularly to 39.3 on March 5, slipped back to 38.1

on March 16, and then moved quite steadily up to 415 on May 17,/

of the year to date. Since May 17 it has

which was the high point
6. This level is 5.3%

haltingly retreated to 39.9 on July 1
.at the start of the year.

The relatively favorable reports of the banks at mid-year have
been ignored by the market, the record of the American Baaker

Daily Index since June 30 being as follows:
: « Index

The comparative steadiness of bank stocks is especially striking
while the

between the 14th and 16th, when they declined only 1.0%
Dow Jones Industrials declined 2.5%. :

The following table presents the current asked pricés of 16
leading bank -stocks, related 1o
earning assets. The two latter items. are ag-~reported on balance
sheets dated June 30, 1948.

Mki, Price
Asked
7/16/48
26%s

320
41%
92%
364%
41%a
42

Earning

Assets Bk. Val.
Bk, Val. PerShare Div. Per$of
6/30/48  6/30/48 Yield Market
$32.73  $406.12 4.6% $1.25
427.26  3,630.35
372.80
1,075.14
448.30
433.62
431.61
761.34
5,690.82
2,097.33
164.60
£00.01
48,93  580.39
108.46;  828.49
$5.58 744.92
733.17 2,999.60

Assets
Per $ of
Market
$15.55
11.34
8.93
11.59
12.32
10.45
10.28
13.42
4.5
'7.65
9.54
15.31
14.42
9.34
18.28
5.13

$11.11

Div.
$1.20
14.00
1.30
4.00
1.60
1280
2.00
2,80
80.00
12.00
0.80
2.40
1.60
4.00
2.00
35.00

Bk. of Manhattan. ..
Bk, of N.Y. & 5th Ave,
Bankers Trust _._.
Central ‘Hanover .
Chase National
Chemical Bk. & Tr.--
Commercial —..-
Corn Exchange .
Tirst. National -
Guaranty Trust
Irving ‘Trust .
Manufacturers Tr.
*Nativnal City

New York Trust.
Public ;National

U, 8, Trust.iciizocs

1.34
50.98 1.22
122,46
43.77
4384
59,52
59,18
1,369.56
363.85
23.10
61.42

W
Y]

S5 i B G b ISR P
SCtoModbom oo,
o el ol ol ol ol el

40%4
585

»
3

AVERAGE %
*Includes City Bank Farmers Tiust,
On average, an invesiors’ dollar will produce a dividend yield

of 41%, a book value of $1.24 and earning assets of $11.11.

. Highest dividenid yield is the 6.0% of United States Trust; xwhile

the lowest is the 4.0% of National City. First National provides
$1.00 of book-value per dollar, while Commercial National provides
$1.42. Public National has $18.28 of earning assets per dollar of
asked price, while First National has only $4.15.

In 1})47 aggregate net operating profits of the 16 banks exclusive
of security profits and recoveries, represented a return of 0.63% on
aggregate earning assets calculated as of the middle of the year.
Individually, however, there were marked differences betweea the
banks, varying between 1.26% in the case of First National and
0.50% for Bank of Manhattan, with an average of 0.71%.

The following tabulation shows the net return for each of the
16 bank.s in 1947; also, the net return of six months net operating
results in 1948 on earning assets calculated as of June 30, 1948,
computed at an annual rate, on the assumption that the secomnd
half of the year wili duplicate earnings of the first half, 4

—-—1948 Net Oper. Earnings or Indicated
Earn, Assets S
Per Share

© June 30
$406,12
3,630.35

372.80
1,075.14
448.30
433.62
431.61
761.34
5,690.82
2,097.33
164.60
200.01
580.39
828.49
744.92
2,999.60

———1947.

. Net'Oper.

First §ix, Year Return from Earn.or Returnon
Months (Proj’t’d) Earn. Assets Indic’d Earn. Assets
$1.38 $2.76 0.68% $2.06
Ll pors BN 21.88
1.63 3.26 3.00
.3.00 6.00 6.68
1.27 2.54 2 2.51
1.46 2.92 .06
1.71 3.42
2.45 4.90

L 42,10 84.20
.32 16:64
0.60 1.20
2.59 5.18
1.58 216
3.14 6.28
2,33 4.66
18.85 317.70

Bk. of Manhaitan
BK. of New York.
Bankers Trust _.__
Central Hanover...
Chase - National ..
Chemical Bk. & Tr.
Commercial
Corn; Exchange _.
First National ...
Guaranty ‘Trust __
Irving “Trust
Manufacturers ...
*National City ...
‘New « York Trust...
Public-National __ 0.53
U. 8. Trust 122

AVERAGE - 2 10.76 % 0.71%

#Includes City Bank Farmers-Trust. tExcludes Bank of New York & Fifth Ave. .
i Thi« table, which shows an-average net return for 1948 on earn~
ng assets of 0.76%, may not be too far out of line, for the trend

in rate of return has been moderately upward since the low.year

1.26

cf 1945 when it was 0.58%. Sincqthen the average ‘has increased

/10 0.68% in 1946 and 0.71% in 1947.

above that

dividend rates, book value; and

Earning |

o2 s e

Vice-l’rés'idel:s.t,

chases are being issued daily

Europe

Prominent Chicago banker outlines practica

an

By A. M. STRONG*

'Doing Business Under - =
American National Bank & Trust Co. of Chicago' ~ © © =
ker 1 1 aspects of ‘private participation ‘in ‘European: Recovery
Program. Holds private enterprise can handle business more efficiently and less expensively than com-
munized, socialized or government .controlled agencies,
‘ments from ECA are to be made to U.'S, exporters for goods shipped

and recovery program. Concludes doing: business under ECA will not be as simple as ordinary busi-
ness, but expresses hope private enterprise will be alloved to participate to maximum extent. ;

The European Recovery Program is now
. by . the Econo

and lists methods of procedure by which pay-.

to nations parficipating in relief

in full  operation. Authorizations “for pur-
mic Cooperation- Administration for a variety

~million for?*
goods and $76
million for
frans p o r-
tation.. Relief
goods.such as
orains,’ food-
stuffs, tobacco,
medicines,
~etc,, amounted
toapproxi-
mately 50% of
all autheriza-
tions. A gri-
cultural .and
industrial
equipment
amounted to
‘ only $10 mii-
lion or about 112 % of the total
authorizations. While: the Pro-
sram is aimed at rebuilding the
agricultural and industrial enter-
prises of the participating coun-
iries, so far requirements for such
aquipment were evidently neg-
‘igible, |
- Of the $730 million of author-
izations, $188 million ‘were for
purchases by United States Gov-
srnment agencies and $542 millipn
by ' participating countries, their
agents and private importers. It |
may be safely~assumed that the
greatest ‘bulk qf the commodities
will_be purchased by foreign gov-
ernment agencies. {

Place of Private Enterprise ;
Private enterprise, however,: is
slated to play an important part
in the European Recovery Pro-
gram. The Foreign Assistance Act
of 1948 stipulates that in provid-
ing for the performance of any’
of .the functions under the aid
program (procurement, = procebs-
ing and transporting) ‘an’ Admin-
istrator shall, to the maximum ex-
tent, utilize private channels of

trade. ; i
1" In"@ joint statement issued lon
May 6, 1948;"by the European Co-
operation Administration and 'the
U. S. Department of Commerce, it
was--emphasized  that American

“A. M. Strong

1

business in thé same way as!in
| the past. All arrangements for
soliciting of the orders, for export
and import licenses and for pay-
ment for dindividual shipments
will be initiatedand carried out
by the ‘private exporter in the
United States and the importer in
Europe. Only certain -bulk food
products such as grains, flour, fats
and oils and a small volume of re-
lief supplies such:as ‘drugs, ete,,
will be purchased by the United

| direct to European governments.
Mr. Paul G. Hoffman, the Ad-
ministrator, reiterated on numer-
-ous occasions'that private.enter-
prise will, handle ‘the ECA trans-
actions. ’

QUARTERLY COMPARISON = |

19 New York City Il newERsEY
ew York Ci e g0 55
~ Bank Stocks SECURITIES

Circuladr on Request

Laird, Bissell & Meeds

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

-
J. S. Rippel & Co.
... Established 1891
18 Clinton St., Newark 2, N. J.
MArket 3-3430-

| 'sellers. However, one of the basic.

1
1-should like to-observe that
‘whether purchases are made by
private importers or government
agencles; the American manufac-
-turers and producers will be ithe

reasons- for- our European  Aid
Program is to help the nations of.
Western Europe to maintain "a’
democratic form of government
and private enterprise and ‘to
stop the spread of ideologies that

*An address by Mr, Strong at a
luncheon sponsored by the Illinois’
Manufacturers’ Association, - Chi-

_ N. Y. Phone—REctor 2-4383

cago, I, July 16, 1948,

of products. Until the last week of June suc

exporters -will “continue to do|

States Government and shipped |-

advocate government control over
production’ and distribution. - The
Economic - Cooperation 'Adminis-
tration must, therefore, reduce the
participation of U. S. and foreign
government agencies in- the op-
eration of the Program to the very
minimum, . We cannot -advocate
and sponcor the ideology of pri-
vate -enterprise and. not: practice
it . in -our . public undertakings.
There is no doubt in my mind that
private enterprise - can handle
business more ‘efficiently and less
expensively than = cominunized,
socialized, nationalized or govern-
ment controlled- enterprises.

A healthy sign is the recent an-
nouncement. by the Economic Co-
operation Administration -of its.
endeavors to return wheat exports

to private trade channels in time

to handle fall shipments. A ‘sim-
ilar declaration by the French
Food Mission in the United States
that except in special, cases all
procurement . of food authorized
by. the ECA will move through
private trade channels is also eh-
couraging.

Getting Business Under ECA

How should a manufacturer go
about gg:tting business under the
ECA program? As you undoypt-
edly know, overall schedules -of
Western - European requirements
were . prepared..in April. These
sciredules - list  $13,565 - million in
commodities to " be ‘purchased -in
the -Westernt Hemisphere “by the
participating. countries between
April 1, 1948 and June 30, 1949.
Of this total; "$6,605  million will
be financed from scurces other
than ECA funds. These schedules

‘are being reviewed by the ECA

and the representatives of the 18
participating nations and revisions
are being made as necessary. It is
apparent that: the Western Euro-.
pean nations.will have a sizable
amount . of .dollars in “addition 1o
the ECA funds to spend for their
purchases’ in this hemisphere.
-The-ECA program will not only
stimulate - business with Western
Europe but will increase the sup-
ply-of dolars in Latin America,
Afriea- 2nd, other . parts -of the
world. It will provide an .oppor-
tunity for American ‘manufactur-
ers to .resume. the- sale of. their
products - in markets developed
through years of promotion and to
establish new
obstacle ” to © Américan - foreign
trade—the -lack -of dollars abroad
—will be reduced. iy ;
.The ‘American manufacturer or:
exporter cannot _expect that the
business will come to him without

|an effort: he must go after it. He

must embark upon an active sell-
\ing ‘campaign , and - intensify. his
solicitations through his  estab-
lished channels. His. distributors
and | representatives 'should .ap-
proach old customers and.scan the
markets for new prospects. ;

A major share of ‘this business
is still handled by U. S. Govern-
ment agencies;and by foreign pur-
chasing missions. They will..con-

tinue ‘to. do the buying for some:

{ime to come—for a long time. if
no effort is made by private in-
dustry to get them . out .of this
business. The Commodity Credit

Corporation is in charge of gov-.

‘ernment procurement of = foods,
The : Federal - Bureau of Suvply

purchases’ ' miscellaneous items| -

markets. The major.

h authorizationsfexceeded $750 million, $634

and the Army. and the Navy, are
handling purchases- for - occupied
areas and for:China, Trieste and
Greece; Foreign purchating mis-
sions will continue government-fo-
government’ transactions and ‘will
purchase goods for nationalized
industries. "As you know, there
are quite a number of nationalized
industries in Western Europe, par-
ticularly in England and France.
It is quite obvious that the Amer-
ican manufacturer must also ap-
proach . our = own government
agencies and foreign purchasing
missions. Lists of such agencies
and missions® can  be obtained
from the Office of International
Trade, U. S. Department of Com=
merce. . .

Methods of Payments.for Exports
‘How_ will _the. American €x-
porter. be paid for his sales? ‘ECA
Regulation No. 1 issued on May
15, 1948 provides three methods
of payment. J . * i
The first method is reimburse-
ment. to a participating ‘country
for payments made by it. Under
this method, foreign governments

-will purchase -goods: approved: by

the ECA with their own funds and
later obtain reimbursement from
the Administrator. The American
exporter will be paid: by the, for-
eign government and he will have
no concern: about ysubsequent
reimbursement. by the:ECA.

The second method is the issu~
ance by the ECA of a Letfer of
Commitment to a banking, insti-
tution  in the United States. The
banking institution will be desig-
nated by the foreign buyer in ac-.
cotdance with instructions. of the
American exporter. - o i

The third method is a- Letter of
Commitment by .the ECA 'to a
supplier’. promising payment  for
commodities or services, ° :

When' a Letter of Commitment
is issued to a banking institution .
the bank will issue a Letter of
Credit ‘to, the ‘American supplier
and pay him upon presentation of
shipping = and other . decuments,
The, - supplier will.- handle "the
transaction in.the same manner as
he handles reﬁular shipments un-
der a bank’s Letter of Credit ex~
cepting that he will be required
to submit ' additional documents
and affidavits.. After paying - the
supplier; the bank: will bé reim-
bursed.by ‘the ECA. oo
°There s a. provision ‘in ECA
Regulation No, 1 that the Admin-
istrator cannot ‘cancel his Letter
of Commitment to a bank if-the
bank has‘already made a payment
thereunder or if the bank has is-
sued - an irrevocablé Letter of
Credit ‘to -thé supplier. I wish to
-emphasize this point since no such
provision ‘is contained «in the Let-~
ter of Commitment to a supplier,

The' Letter of Commitment to a
supplier is a promise by’the ECA
to pay the supplier upon the ship=
ment of the stipulated. goods and
upon presentation of the required
documents, ‘The ' Letter: of - Com-
‘mitment  will - be  issued!: initwo
forms: for single payments and
for ‘multiple payments:: In\ the
case .of multiple  payments,; the
Administrator. will: require a bond
in ‘the. amount. of any ;advance.
The : Letter: bof : Commitment may
be assignedto @ bank.: « . i

-There is - no * provision .in: the

‘(Continuggl on page 30)
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To the Stockholderc’ ‘

"“Your Munagement submiits’ the .mnexed
statements ~— Consolidated  Balance - bheet,
Income Account and: Statement of. Earned
“Surplus - ‘(prepared: and - ¢certified; as ‘wusual,’ "
by independent qudllors)—showmg the re-

sult” of ‘the “operations .of your . Company

and its - subsidiaries for the  fiscal year.

ended “April 30, 1948 ‘and their Londmon at

lhe close of lhut 1)er10d

As shown, the Net Earnings’ for the year_
-—lhls after. all charges, ineluding - deprecia-
tion” and Federal; ‘State' and locnl taxes—
amounted to. §4, 103,951.81. ;

' The Preferred shares of the Comp.my are
non-cumulative. . Under the provisions of
the Company’s charter, as such provisions
have been construed by the Courts of New
Jersey; under the laws of which state the
; gompany is incorporated, the ‘holders: of
eferred bhﬂl‘eb are entitled each year out
that ‘year’s ‘earnings calculated on i non-
cbnsohd.xled basis, to: such' amount, by: wiy
) 0{ dlvidends, as-are warranted by the year’s
earnings, up- to seven per. cent’of the par
amount  of ; such- shares, before there 'may :
i~ be ‘paid. on. Common: shares .any ‘dividend
out of the-earnings: of -such year. ¢

I Out! of  the  earnings: for ‘the fiscal 'year .

closed  April® 30,71948, ‘there” have ‘already
been ‘declared. on ‘eur 'Preferred : shares:
three -dividénds each of  one’ and three-
qguarters per cent.  Inasmuch as the ‘year’s
earnings ‘warrant the . payment on - such
shares’ of the full ‘seven per cent dividend
i for the year, it is expeeted: that there shortly
will ‘be ‘declared a fourth dividend, also of’
one “and . three-quarters” per cent, on the

Preferred shares, thus making the full seven

-'per.cent. for the year—and . that coincident
with such declaration there will be declared
a, dividend ‘on our Common shares then
oulsl.ludmg

“At the close of the:year, your. Company
and its subsidiaries had business on . their
books -having .a dollar value - of somewhat
more than. two hundred and eighty millions
~-an: amount greater ‘than at any previous
time in your Lump.mys history, except; of
doursey !he so-called - “war _years.”

_‘ ‘In_ the ordinary course. of events,: and:
wuh the facilities und organization available,
"the handling of this vast amount of busi

" ‘ness “wonld’ present but little difficulty tout

{our Company,’ But, unfortunately, we have
heen -hampered, and. still are being  ham-

pered, by numerous difficulties in obtaining ¥

sthe full quantity of basic materials needed

for our manufacturing ' operations. These

difficulties are being experienced by ‘other
.; ‘concerns in the same line of -industry..

- What was said in the letter accompaiying
the report for our preceding fiscal year is
applicable to. the conditions now existing
and therefore may wuh propriety he hexe
repe.nwd Viz.:

“The rmlroads tu‘e keenly allve to‘
"“the mecessity of inereasing and improv-
. ing the amount and the quality of their
. rolling 'stock to meet theé’ ('nrrent and
prospective  demands upon their 'capa-
bility for the adequiate handling of ‘the
products of .the commerce.and industry
“.of "the country, and. are making strenu:
2 ous efforts’ to thnt end. In such efforts
your - Company- is cooperating ‘to: the
¢ fullest extentof its ability, but is still
. ~hampered. by the difficulty: of obtaining

- from its suppliers ‘the full quantity of
the basic and other. materials needed in
- its - .manufacturing . operations,

i
i G

“This “condition—-on the  one hand,

“the  vast amount of business' on .our
“books, necessitating the - aceamulating;
Cas avallable. of the' diverse -materials
“needed for its production,’ and, on the
other, the' difficulty of procuring the
“flow- of such materials in the sequence
<and ‘quantity as needed for the normal
Land orderly progress ‘of ' our m'uxuhr-
.turing activities—aceounts for the size
of  our inventory and the need of the
rio:rbank loan shown .on: the balance sheet . .
i —inventory items. being payable by us
on. receipt, while we must wait for our
“payment until* the  ‘completion of the .
particular worl\ for which ‘such items
$ are needed

The condmons as outlihed abéve of
necessxly .demanded substantial borrowings
from : *lm.nks. and " these borrowings - are re-
flected in the Balance Sheet of this vear’s
. report. Arrangements “have: been made for
aﬂdmonal -borrowings shou circumstances

.-; 80 .demand.- Substantially ‘all of the inven-
. tories of your Company are purchased for,
,md allocated to ‘specific orders placed with
it by its customers.. Therefore, as. an: order

s completed and delivered to the customer, .

the inventory: pertaining ‘to it is autoxmu-
1} cplly liquidated: From this will be seen that '
our, borrowings are: a‘ purely normal pro-
cedure nnder present rondmous and' are
self-liquidating as each™ order is' consum-
mated.

,.

Operalums of subsidiary companies during
‘the: fiscal year were: satisfactory,: espncmlly
‘during the.second six months’. period. Pros-
pects. for the carburetors and similar. items
manufactured .by: Carter’ Carburétor: Corpo-
ration and’ for . the leasing of ‘tank ecirs- by
Shippers’ Car Liné Corporation  are ex-
pected to  further ' justify: the policy -of
diversification  represented by : these . two
subsidiaries. ; :

‘Despite ‘present. handicaps, there i is reason
for continued ‘optimism concerning the rail-
road equipment: mdustry.. The.: ‘demind: for
‘railroad “equipment continues. unabated,- and
the ‘backlog of ‘ordinary replacements . is.
substantial. " Merely - to . overcome the de-
“terioration in rolling stock caused by World
War II has created an unusual demand by
the railroads, and it is reasonable to expect,
that for some years to come the railroads
~will continue to be in the market for both
passenger and freight equipment.

Your Company’s: facilities for:the produe-
tion of railroad equipment have been kept
in excellent condition and in . many cases
these facilities have been' greatly’ improved
during -the past. fiscal _year, “ACF’s: plants
lLave been highly modernized and have won
praise from - leading  railroads 'because of
‘1he advanced techniques now _employed.
The radical change-over in freight car build-

ing from' the old-fashioned riveting process-

to ‘the new all- welded technique and assem-
bly-line methods is : not ‘only solving' many
existing problems of productlon but is prov-

‘ving " extremely “helpful  in > simplifying . the

training of ‘technical personnel.. In this de-
velopment: your . Company. maintains: an
alert and active Research:and ‘Development
Department to keep. it in* the vanguard of
progress.

The latest fiscal “year has shown various
indications’ of improvement in " the -over-all
situation, Although*conditions of unease
~and unrest prevailed ‘in many industries, it
‘is' the belief of -your Management that the
"aft-Hartley Law will prove to be beneficial
if wisely’ handled. Your. Management’s pol-
icy is, and has been; not to use- the Tafi.
Hartley Law, or any other law, in such a
way as to imperil your Company’s relations
vwith the unions and.employees. This policy
has resulted’ in better understanding . with
personnel and a seemingly increased aware-
ness of respmmblln’x on the part of union
people. All of the so-called. “portal to’ por-

Company’s- last: Annual’ Report have been
discontinued except: one: suit against ‘Carter
Carburetor. Corporation; and in: this suit
your Management is of  the  opinion that
possibility -of -liability -is rathgr‘remote.

During ‘the' year, :Malcolm S. Mackay
resigned 'as a ‘member of your. Board of
Directors and William F. Van ' Deventer
‘was elected to succeed him. James A. Far-
rell, Jr. was-elected a member of the Board
to fill the vacancy ‘caused by the resignation
-of “R. A Williams.--Newly ‘elected - officers
~of - the- Comp:my ineludé. R Tarrer as Vice
-President -in- i Charge . .of ‘Engineering “and
-Research in. place .of . E. D. Campbell, re-
tired, and. F. H. Norton: as Vice ' President.

-in Charge of Sales, succeeding R. A. Wil-"

liams, who resigned during: March, v1948.

Your Mdnagément is 'onIy' 100 'g]ad to

« express, at-this.point, its high nppreuatlon

of -the loyal ‘and efficient servue rendered
by each and every: mdlvulual in the organi-
zation.  Their -devotion to’ the linterests of
the Company ‘and. its stockholders has been
paramount,  as is .evidenced on all.sides.
Such’ constant cooperation and willingness

to serve the best interests of your. vComp_zmy. 2

is indeed a cause for gratitude in an epoch
of um‘ertmnty and “changing condmons.

“ The nation -is undergoing  the mevnable
and typical “disturbances: and: doubts ‘of a
Presidential election year. The foreign. situ-
ation can .at best be desrnbed as .enigmatic,

and subject. to any - man’s ‘doubts  or ‘prog- .

nostications. - The Marshall Plan has not yet
been sufficiently develoved to warrant any

firm conclusions s to iits effe(-ts on business

in general or our business in particular.
Your Management. nevertheless faces: the
iumre with: confidence, in that careful plan-
- ming is being ‘conducted to prepare-for all
foreseeable contingencies as events develop.
To be forewarned is to be forearmed, as the

“old ‘saying: goes. I-n this. important “aspect

of administration it-is safe to say that your
Cempumy will ot be found deficient. Our

. nation is in -a.state of flux 'su¢h: as rarely
has been encountered dnrmg its.~ history, :

but it is a 'state’ of flux wl‘uch should more
‘than .ever- challenge men' of vision, imagina-
tion and ‘enterprise,” "You can! be - assured
that your Company. is ‘moving: ahead with
the times.

For the Board :of Directors:;

Respectfully submitted,

CHARLES J. HARDY,
=77 Chairman ‘of the Board
July 1, 1948

- PLANT AND PROPERTY ACCOUNT  (See-Note 1):

tal”" suits" which ‘were ‘referred: to .in - this -

'Cost of Operations, including Administrative, Selling

‘Net Earnings Carried ‘to Surplus

(lC,

AM‘ERICAN cAR AND FOUNDRY COMPANY

FORTY-NINTH ANNUAL REPORT—YEAR ENDED AI‘RIL 30,1948
- CONSOLIDATED BALANCE SHEET APRIL 30, 1948

|

ASSETS’

Land and Improvi ts.
Buildings, Machinery: and Equipment :
Less: Amcrtization and Reserve for. Depreciation

$ 7,107,347.75
$105,369,747.05
53,237,261.12 - 52,132,485.93 R

,18,889,456,67 - $78,129,290,35

Intangibles

CURRENT ASSETS:
Cash in banks and on hand
U. 8. Government Securities at-ecost
(Quoted. market value $834,070.31)
Accounts Receivable,. less: reserve
‘Accrued’ Unbilled” Escalation Charges (estimated)
Notes Receivable, less reserve (includes $480,113.37 maburmg subsequent to
one year)
Inventories at cost orless, and not in:excess of present market prices...
Marketable Securities, at cost or less
(Quoted market value $1,992,312.63)

PREPAID TAXES INSURANCE AND LIKE ITEMS
MISCELLANEOUS BECURITIES, less Teserve

$ 1,609,574.00
$44,261.26

15,150,190.42
1,614,893.96

1789,731.81
67,910,972.58
1,923,761.72

1
95,843,405.75
748,133.08
103,564.34

$174,824,393.52

i

Note 1: Plant and Property: of Parent Compnny included . in above valuations were inventoried
and valued by Coverdale & Colpitts, ‘Consulting Engineers; as of ‘April 30, 1939, on the
basis of values at March 1, 1913, with'subseguent additions at cost Plant and Property
of Subsidiary Companies are included ‘at. cost.

LlABlLlTlES
CAPITAL STOCK:
Preferred: Authorized and -issued 300,000 shares—par value $100. 00‘ per share $30,000,000.00
Less: 10,550 shares of Treasury Stock....: 1,055,000.00
$30,000,000.00
30,900.00

$28,945,000.00

Common; Authorized and issued 600,000 shm‘es—no par -value
Less: 600 shares of Tleasuly Stnok

29,970,000.00

CURRENT LIABILITIES:
Bills Payable—Banks
‘Accounts Payable: and. Payrolls.
Provision for Federal, State and Local ‘Taxes
Advance-payments: received on ‘sales contracts i
Sinking Fund requirements- due within one year under mdentures seclumg
debenture issues of ‘Shippers’ Car Line Corporation

e $21,875,000.00
18,524,090:69

4,426,683.21°

1,068,794.64

685,000.00

46,379,568.54

SINKING FUND DEBENTURES OF SHIPPERS"
CONSOLIDATED SUBSIDIARY

3% DUE. APRIL 1, 1961 : $ 4,475,000.00

3% DUE JULY 1, 1962 3,900,000.00

3% % DUE APRIL 1; 1963._.. Z 340,000.00

CAR LINE CORPORATION, A

©10,115,000.00

MINORITY INTEREST IN, CONSOLIDATED SUBSIDIARY

RESERVE ACCOUNTS:
% For! Employees' Welfare/,Plan',(See: Npte, ,2)-.
Foft Contingencies {
Fcr Dividends on Common Capital Stock, to be paid when and as declared by
§ Board of Directors

. 7,347.38
¥ B P ity gl =
G Lipio § 4,700.037.81
> 8,795,988.40

735,744.74

14,231,770.95

CAPITAL SURPLUS: .
Excess of acquired equities over cost of investment in tonsolidated subsidiary.. .

$ 2,397,790.63
Excess of par (or stated) ‘value of Treasury Stock over cost. of acquisition..__

551,600.25 2,949,390.88

EARNED SURPL_US ACCOUNT, See Statement 42,226,315,77

$1174,824,393.52
e W Bt e
Note 2: The Reserve for Employees’ Welfare Plan has, during: the year, been charged with the
net amount (after tax benefits) of s258 688.31 on account of employees' retirement cost:
applicable ‘to past serviees.

STATEMENT® OF CONSOLIDATED INCOME ACCOUNT
Gross Sales and Car Rentals, less dlscounts and " ERNEST W,:BELL aANp COMPANY
allowain ; ; i | CERTIFIED PUBLIC. ACCOUNTANTS
Alives $;31'360'756 25 | 25 Beaver Street, New York
TO THE STOCKHOLDERS OF
AMERICAN ' CAR AND FOUNDRY COMPANY.
30 CHURCH STREET, NEW YORK CITY
!We have examined the Consolidated Balance
Sheet of the American Car and Foundry Com=-
pany and its subsidiaries as of April 30, 1’)48
and the Consolidated Statements of Income and
Smplus for'the fiscal year then ended, have
reviewed - the “systems. -of ' internal control and
the: accounting procedures of - the -companics
and. without making a detailed audit of the
trapsacticns, have examined or tested accouni-
ing records of the, companies’ and other sup-
porting evidence by methods and to the extent
we deemed  appropriate. ' Qur examingtion was
made in -accordance 'with " generally accepted
auditing ‘standards applicable in the circum--,
stances and included all. procedures which we
considered necessary.
1As- the result of .a change in cost nccountmg
methods, - certain engineering costs, which in .
prior 'years were considered .as. general and
administrative expenses,  have in- the current
year been. treated as direct charges 1o profuce
tion costs. Accordingly, costs of $1,539,346.33
representing engineering ' expenses ‘have been -
included in closlng inventory of work in' process
with a - resultant increase of approximately
$950 000.00 in net earmngs after Income Taxes. .
In our opinion, the accompanying Balance
-~ Sheet and related Statements of Income and '
Surplus -present. fairly the censolidated position
of the American Car and Foundry Company
and. its subsidiaries at April 30,.1948, and the
censolidated results of their operatioqs for the .
fiscal year, in conformity. with ‘generally ac-
i cepted accounting principles applied (except as
2,435,595.46 stated above in respect to’ the treatment of
. engineering ‘costs) ‘on a basis consistent -with
T that of the preceding year.
$ 4,103,951.81 19‘mRI‘HE:S’I‘ ‘W. BELL AND COMPANY

and General Expense, ‘but before Depreciation.._. :121,003;720.44
$' 10,357,035.81

Depreciation 3,215,668.72

Earnings from Operations '17,141,367.09
Other. Income:
Dividends
Interest
 Royalties ___
Profit on Sale of SECulitlES

Mlscelluneous

114,830.93

. 434,068.64
.63,938.78
439.65
32,466.30

" 645,744,30
7,787,111.39

Other Charges:
Interest
Royalties
Property - Retiremen

.. Miscellaneous

.-554,572,58
342,0176.67
. .226,021.04
124,893.83

1124756412

Net Earnings before Provlsxon for Federal Income
Taxes $

Deduct—Provision for F_ejderal Income Taxes (See
Note 1) B 5

6,539,547:27

. - : STATEMENT OF CONSOLIDATED EARNED SURPLUS R

Balance, May 1, 1947 $41.946,7IB,96
Add: ‘Net Earnmgs for year : IR S o 4,103,211_,2‘
T ‘ $46,050,665.17 ,
Deduct: Dw.ldends paid during « the year on- capital stock publicly  -held, viz,: i
On Preferred, $3.50 per share.frem. earnings:for year ended April 30, 1947 and
$3.50° per ‘share from earnings for yea1 ended April 30, 1948
On Ccmmon, $3.00. per ghare :.._.-

4

Balance, April 30, 1948 ’ 3 " L

Note 1: Federal taves are shown befme {ax benefit of $158, 828.29 as a result of charges made to
the Reserve. for Emploﬂees .Welfare Plan. This’ saving has:been applied as a’reduction
in the charge: to- said reserve, .

Note 2:-Since the prior service cost unde: he Employees‘ Welfare Plan has not been fully funded,

% the unfunded - portion /is ‘increased ‘edchyear” by ‘the’ actuarially required -interest on- snchw
“unfunded portion.. The amount of such interest on the unfunded:prior service cost . would,
if currently paid, amount (after income taxes) -to- approximately $101,000.00 for the fiscal
year-ended April 30, 1948,

July 1,

J

$ 2,026,150.00

1,’798.200.00 _3_;82'4.350.00‘

oitized for FRASER
ip://fraser.stlouisfed.org/
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'Prospectus upon request from
your investment dealer, or from

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

PUTNAM

o/-‘ﬂwjz‘ani

Prospectu; upon request

| ° PuTNAM FUND DISTRIBUTORS, INC.
50 State Strect, Boston.: .. .-

| all ratio of 48% for liquidation to total sales.

Manhattan
Bond Fund

¥ |

¥

HUGH W. LONG & €O

INCORPORATID

48 WALL STREET 'NEW YORK & N Y

{08 ANGEUS CHTAGO

| ‘;Keykstone

!

il Mutual Funds
. . By HENRY HUNT
" “If ] Were a Retail Salesman”

The fourth article in this series was written by Mr. Emerson W.
Axe, President of Axe-Houghton Funds and head of E. W. Axe & Co,,
investment counsellors. Mr. Axe has been in the investment counsel
pusiness for a number of years and believes that the mutual fund
salesman should stress management in offering such shares.

Mutual Fund Assets Reach $1,597,000,000:

As of June 30, net assets of 81 leading mutual funds hit a new
1igh of $1,597,000,000; Up 13%% since the first of the year. Of the

‘| 3188,000,000 gain ' in assets; some ' $72,500,000. was the ‘result -of - in-

creased net sales with-the balance due to appreciation of: portfolio
holdings. e i . : ; .
Gross sales during the first half of 1948 amounted to $139,000,000,
1§ compared ‘with $136,000,000 during the same’ period last’year.
However, increased liquidations, particularly in bond, industry group,

‘rom the first six months of 1947.

»f sales during the first half of this year, as compared with an:over=

The increased ratio of liquidations to sales should be a:matter. of

|/ -onsiderable concern, to. the ‘business as it:probably reflects, in part; | '

‘proper selling by. or insufficient training of.retail salesmen: ‘While
. ‘ales: managers are more interested: in sales than:they are concerned
yver repurchases, every $1,000 of: liquidations ‘cancels out a*$1,000. of
sales and retards growth of assets by the same -amount.- In ‘our opin-

‘should be laid -on making sales “for keeps.”

" Investor Income at Record High

interest in 1948 than ever before.
“Latest figures released by the U. S.

I’mm‘s‘

$
2]

ANNUAL INVESTMENT INCOME

1929 - 1948

¢ Y % ;g g
1920.:30 - ~31.,'32 33 ‘34 '35:'36 AL 1 /38 '39 40 ‘4t

‘42 '43°'44 745 'A6. 41 .48 7«

ANNUAL RATE IAS OF MARCH. ., -7 e

‘how this type of income to be running.at an: annual rate of ‘$16; bil-'
.ion, as of March this year. This is the highest figure recorded—

J|-nore than 20%. over 1929, nearly 100% over the low. year 1933 and
3% over 1947, the previous record high.

“«As for the remainder of the year, the Federal Reserve Board

| 2as recently stated that from their studies business’profits and -cash

Jlividends. are expected to continue higher than 1947 levels through-

out 1948”7 , e

Bucolic Bonanza. , ;
The current issue of Calvin Bullock’s ‘‘Perspective” discusses the

nd specialty funds, reduced net sales to 3-572,500,000, 9ff~$22,50(}!ﬁ00"

.- Liquications- in -the" above-mentioned ~groups-~amou'nte'd.,‘«to .90%‘

ion, if the ‘business is: to attain its  maximum: growth, more‘stress|}

| “Keynotes,” published by the Keystone Company of Boston has
the following to say about interest and dividend income: .’
* “American investors are getting more income from dividends and-

: Department of Commerce

; ( Fourth Of

Ty

faced ‘not

0. is. likely
.age of rep

" Emerson “Wi ‘Axe.;

the cnly way competent inves
is through shares. in investme
£0. yea:s the -best managed

in the future will continue to

of their research work, the

of yecrs.
atl

o IE1 Were a Rélail.SaleSfman :

. 'By EMERSON W. AXE
' President, Axe-Hougzhton Funds
President, E. W. Axe & Co.

Past ex’per’ience-has shown that securities are the best
lonz-term investment available to' the inyestor. Even an
average list of securities is likely io show ‘appreciably better :
results, over a' pe.iod -of years, than rental- property, retail. .

s i ‘stores; ~farm land, “or - other  aiternative

. investments.-

Y% But for
@ investment. in  securities, .and especially
- common. stocks, has many pitfalls. He js

celection.of individual securities-but also

‘that of the proper proportion of different

types’ of securities. under - different sets:
| of conditions;: In fact, over: the years, a. -
§  non-professional following: his.own ideas

rder-to seleet securities well it is neces—
ary - to follow’ several:-thousand ‘com-’
dnies, at least 50" or 60 indusiries; and
the : whole :complex ~mechanism " of : the
general ‘economic; and -political situation .
st g & both. in; this: country: and :abroad. Merely: -
" to . maintain :the .necessary. system of. statistical .and .other ..}
. /factual ‘reports, .to. say -nething: of. interpreting. them, is be- ¢
. yond the resources of.any thut the largest investors... -
: i Professional: management: "
tial. Management must; moreover, be unbiased—particularly
it 'must have:no financial. interest
i ‘obtaining the best ‘possible results for the investment funds it

i guides.’ Investment counsel is the best management of this

ype. ;
For the investor with a fund of less than $100,000 about

appreciably better than'gener
or other securities and it is reasonable to believe that results

But the investor in funds must keep in mind t‘hat he is buy=
ing management—not a fixed list' of securities. ‘And he
mu-t judge the management of different funds by the quality

principles they follow, and their record over a lenig peried

a Serie§)’™

the mnonprofessional ~direct

only with . the. problem of the

o.do’ far worse_ than an aver-.. :f
resentative common: stocks.: In ‘-

is' therefore absolutely essen- .:

that’ will ‘iaterfere with

tment counsel can be obtained
nt funds. Over the past 10 or
investment  funds have 'dona
al averages of ‘common ' stocks .

show a margin of superiority.

soundness of the investment

‘it would appear to require little

helow' which shows figures for
(including government payments)
for the period 1939-1947.

" (Billion

with a vengeanee.: : ... -

1947; by the~Bureau : of "Agricu

AL:7
+16.05700
.20.0
206

o215
2247
30.5

- “Thus, while national income
expanded by approximately, 180 %,
Ly :254% ‘and:net farm‘income‘»by 278%.,

documentation, The picture ¢* what

hos been happening can be pretty simply pointed up by the table
: cash receipts from farm marketings

and figures for net farm income:

In order to correlate the agricultural picture
‘| with- changes.in the over-all economy we have also included figures
for national income, el S

! ; ; ' ‘Cash Farm Receipts Net Farm Income National Income

Dollars) (Billion Dollars) - (Bizlion Dollars) |
8.6 4 ‘ 72

w8135
: ’163<8 4
136.4 .
..168.2
182.2
182.8
178.2
202.6

during the last. eight years has
cash farm receipts have increased
This surely. is prosperity .

L9

. “In summary; ‘we-might refer:to.a forecast -made in Deeember -
Itural - Econemics  which: prophesied
‘tkat-the market for farm products-would stay strong for another- year

Cus‘toclian.

agricultural outlook ‘and ‘makes-interesting reading. The :{following:
paragraphs are excerpts: B g ;
“In any attempts to analyze the outlook for general business.it

and that farmers’ prices-and gross income-in-1948 would uverage near
those of ‘1947, On the basis. of available.evidence we -see no'presgnt
~eacon: for disagreeing with this forecast.. The agricultural productien

B

: F itncls
Certificates of Participation in

{ INVESTMENT FUNDS

¥

(raimion § ity

invelﬁng their caP'ltal ¢

IN
BONDS
(ageriel B1-B2-B3-B4) ,:

! PREFERRED STOCKS
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COMMON STOCKS
(Series $1-52-83-84) '

R
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R
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: Tlrxe Keystone Company'
] of Bos»ton : 5 i
' 50 Congress Street

Boston 9, Massachusetts -
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Zock FUN -

Lehoves the crystal ball gazer to give serious consideration. to the
current and future status of our great farm population. It is pretty
senerally recognized that our prevailing high level of general busi--
ness activity is due in no small measure to the prosperity which most
armers aré enjoying—and have, in fact, been enjoying for'several
years ‘past:l ot i . S ¥
“The;.squectbf_farm prosperity has been so well advertised ;hat

FIS Banks Place Debs.

A successful offering of an issue
of debentures -of the Federal:-In~
termediate = Credit Banks. :was
made July 19 by Charles R. Dunn
jNew York, fiscal agent: for- the
.| banks. The financing consisted of
$20,105,0060 ' 1.55% ' consolidated.

QQESTOQ& }

INVESTORS STOCK
~ FUND, INC.
Dividepd N‘oflfce_

The Board ‘of Directors of Investors Stock
Fund, Inc., has declared a quarterly divi-
dend of 14 cents per share’ payable
August 20, 1948 to shareholders on record
as of July 30, 1948. £

E. E. Crabb, President

i Principal Underwriter and
Investment Manager .

INVESTORS SYNDICATE

Minneapolis, Minnesota

due May 2, 1949.. The issue ‘war
‘| placed at par.’ Of the  proceeds
$20,000,000 ‘will' be. used - to: retir
a like amount of debentures-ma-
turing Aug. 2 and the balance o,
$105,000 is new money. As of Aug
2,°1948, the total amount of de-
bentures to be ‘out:tanding will

amount’ to $545575,000mm i -

‘| debentures dated Auvg. 2, 1948 an.’|

‘I Reynoldsi&: €o. 7 v »ixio

sutlook is-good. ‘The demdnd
porarily. being “reinforced by

veriod - of ‘softness in February,
‘We:micht feel surer: of the. sound

“n which’ we-feel utterly confiden
' agricultural picture.

~ttention' of our legislative’ bodies.

factor is strong and is at least tem-
the ‘E. C. /A: program.. Agricultural
prices are high=in some instances perhaps: dangerously: high. ‘As. far
hack as-Julv, 1947 this publication:stated: that ““There are many- rea-
sons. for believing that 3 moderate-decline in-the general commodity
nrice level would be; a healthy correction of'the. uprush' which 'has

followed the’ removal’ of: price control,’
this correction ‘has not materialized,

“Thus far, except for a: brief

ness of ‘our €conomy if'an orderly

" nrice’ readjustment bad by now made. its'appearance. One prediction '

t is that-whatever develops in. the -

the farmer will continue to receive the solicitous

4B

Thomas Cherry With
F. S. Smithers & Co. .

“way, New York City, members of
+pe New.  York’ Stock Exchange

announce the association with the

‘yus’ associations of . Mr. Cherry in=
~lude- Liazard: Freres: &+Co:; and

¥ g,

‘F.S. Smithers & Co., 115 Broad- |

spd ‘New York -Cuarb’ Exchange,

“jrm of ‘Thomas C. Cherry. Previ-|

Youngclaus 50 Years
By g 'H “,H' ;
in'Invesiment Business
.CHICAGO, TLL: — William; P.
Youngclaus, ‘. Vice - President . -of :
Rogers & Tracy,”Inc., 120, South:
L.aSslle Streef. completed 50 years
in ‘the securities : business . this
week:: " i, ki
. Beginning ' his" financial, career
in Boston, Mass., Mr. Youneclaus®
has’ been with' Rogers & Tracy,’

«Ing.: for' 1% yearsi i
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. Ferdinand G. Smola

~cyes of this eye-doctor securities

. it rich. I recognized the failures

. curities business.
.. sell securities and were fit to live

_with the  feeling of innocence,

. of guilt.

Tifleomes of $2,000 or- more; Was.a
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Securities Busmess—
Is It a Profess:on"

By FERDINAND G.: SMOLA
Investment Secuntles, Omaha, Neb,

Mr. Smola, though holding there is no harm in calling or consider-
ing intricate web- of securities financing as a profession, since dis- |
tinction 'between: business -and’ profession' is slight and’ based’ on
convention . or custom, stresses 'importance. of ‘advice ‘and service |
rather than- margm between: cost -and ‘selling price as contributing !
toward: giving .professional status to securities business.

This has been a sub]ect I pondered with affectionate coneern. for
. all the time I have been in the securities business, . The first time it/

. came forcibly to. my attention was when I called .on: one 'of my cli-.

. ents, an M. D., a poor prospect, indeed, but a fine man in every ‘way.

Somewhat®
_jealous ‘of. his
dxstmct]y pro-
fessional
standing as a
‘physician, T
didn’t mind
his, slight inu-
endoes which

' placed me out-
~.side. of his
.+ sacred ground,
and, rather,
“identified me
with ‘other

.. merchants  of
wares, but I
felt that
through the

‘dealers were not viewed by the
- world at large as much more than
.- peddlers. My academic background
! bore lightly on the thing I was
- engaged in, yet I couldn’t under-
~stand why the world was down
on the poor fellow who was hon-
i estly and sincerely trying to make

big interests brought to bear on
the willing shoulders of the small
fry, and I reflected deeply on the
portent of all the regulations by
official ‘authorities which’ were
cast to correct all evil in the se-
Frankly,' there
were dark moments in my life
when my. thoughts turned to all
the fortunate people who did not

- their lives as free men do—if not

then at least without the burden

But let’s get on with the doctor.

He had a nephew a fine !,zauil
just about to graduate from a coi-|
lege. " Having .no* children "of his
own- he was very. devoted fo the
cause of having'this boy make z

success’ in Lfe,. but feeling some-
what doubtful that it could be ac-

complished. So he asked me ques-|
“Do’ ‘you 'place ‘much|

tioningly,
value on college education?? Hay-,
ing never been proud of it; I said,
“Why, no.” He cont: nued “You

know, I sometimes think that hav-| ¢

ing just normal education. is bet-
ter, Such people do things, while
the educated man spends:too much
time hesitating and does no good.”
I said, “Yes, the fellow just doesn’t
know any better. ‘There is only
one answer for him and that is
ves. Now you take you and me.

You are a doctor; I am a college
graduate, We both know the value
of critical ' analysis and 'so what
happens? I sit here trying to sell
you something and don’t sell, and
you are sitting there trying to
buy something and you don’t buy.”
We both laughed. “I tell' you,
Doctor,” I continued, “the situa-
tion is even more complicated be-
cause I have a job selling; you
are merely the fellow who, buys

Yet, in my opinion, whether I sell
or-not, my intention-is-to" give
You: advice and service-—same as
you would if we talked about my
health instead ' of talking about
your money; The curse is that our
professional attitude is not appre-
ciated; and the fact remains thal
it is constantly confused with mer-
chandizing approach. I wish it

(Continued -on.page 31)

Sees Growing Preference for Fixed Value Assels|’

Federal Reserve Baulletin, in third article on Survey of Consumer |

Finances, reports great majority of spending units have increased

bank deposits and government bondholdings for greater safety and

liquidity.  Says there is fear real estate prices are too high and com- .
mon- stocks are held least attractive of liquid assets.

The July. issue of: the “Federal Reserve Bulletin,” pubhshed by

the Board of Governors of the Fed
third article on “1948 Survey of

eral Reserve System, contains the
Consumer Financing,” analyzing'

The lncreased Cost of Corporate lemg

By. L. E. WILSON*

) “‘President, Everite Pump & Manufacturing Co., lm. ;
After. cmng items . of increased cost of domg business, Mr. Wilson lists as challenge to small business :

survival: (1) high-lobor costs due to union pressures and feather-bedding; (2) high: cost of equip-

ment; (3) strikes; and (4) miscellaneous operafing ouﬂays. Sees some relei in. ruriher tax reduc- '

- tions; national debt decrezse, better labor laws to curb unions, restoration of peace. economy throughout 1
world, and,.ahove all, increase in output.

In an. effort to, state the- problem of Increased -Cost of Corporate Lng, and to nar-
presentation during the allotted time, I have concluded to
past 20 years, that is from 1928 to the present time, and

Tow ‘it to a reasonably complete
‘deal principally with the era of the

to endeavor

V

., 'to cover as

£ ' much ' corpo-
~rate and ‘eco-

¥ nomic . terri-
£ tory as time
t ' and available
. facts will per- |
_mit,” and’ to.
rely as ‘little

5. ‘possible

:m.ages,
--they can. be
‘extremely
. ‘boring ‘and
“sleep  provck- I]
ing at  this
early morning hour. It is impos-
sible to get all of the increased
cost factors down, but here are
quite a number in the list that
follows:

Time-and-a-half for overtlme
beyond 40 hours for those subject
to the Fair Labor Standard:Acts
or Wage oz huur or Walsn-Healy
Bills. .

Social ' Security ° and Old Age
Employment Insurance,

Accident, Health & Hospitali-
zation Insurance—not mandatory,
but presently insisted upon by the
major unions as “fringe benefits.”

In the same category are pen-
sion and annuity - plans.

Paid ‘vacations ' and ; paid . (but
unworked) helidays.

Increased. cost of fuel oil and
coal, for example:

1939 our: fuel oil cost was :$.055
per; gallon.

1948 our . fuel oil cost is $126
per: gallon.:

1939 our ‘coal cost was $8 25 per
ton for anthracite.

1948 ‘our .coal 'cost iis $16.25
ver fon, and -en.the basis of the
new. contracts wxl.l g0 ‘higher,- ./
i Excise’ tax -on’ telephone “and
telegraph ‘messages.

Wage rate increases. .

Salary increases. %

“=An address by Mr. Wilson be-
fore  the Annual: Meeting of  the
National :Small -Business - Men’s
Asenciation, Chlcago Ill June 29,

L. E.‘ Wilson

because |

Increased cost of equipment—
Warner & Swasey 1A turret lathe,
for example-—ML Stilwell, Presi-
dent, -advises me that thls bare
machlne sold in 1924 for $2,490,
He listed :also other prices and
others years on this maehme as
foltows: % ;
Year

o Amount
1926

$2,800

3,150
3,370 !
5,295

He was most anxious to point
out'that’ increased knowledge ac-
quired over: a'period of time by
metallurgists, " mechanical engi-
neers, and production engineers,
has been built into the' product.
Further, that the presént $10,450
machinc has about three times the
productive capacity "of the 1924-
$2,490 “machine, with  attendant

longer life before replacement or{"

rebuilding.  He 'points out, also,
the inadequacy of present depre-

ciation rates, about which' there
will be more to say later. He ex-

plains’ that 'a man  buying  the
$10,450 “machine today may. noi
\be saving any more hours in per-
centage compared ‘with his pre-
viocus method or with the old ma-
chine being replaced; but, where-
as in 1924 he was dealmg with an
hour worth $1.75, he.:is ‘today

to: $5.00.. “In- other ‘words,” he
says,  “we . are ‘not only dealing
with a 60 cent dollar, but we are
dealing. with costs: that are in-
flated - from other causes-as well,
which altogether make up a very
mych higher cost per hour, There-
fore; there is a greater economy

how that has enabled ‘business to
keep 'pace with rising costs up
to now.

The next item on the list of
Increased. Costs of Corporate: Liv-
ing includes increased tax rates
for- local, state and Federal pur-

1948, -

dealing with an hour worth $4.50-

when any time can be saved by |
the installation  of new  equip- |
ment.” It is this industrial know- |-

posted upon this point from per-
sonal experience ti:at further en-
largement seems to me. 1o be un-
necessary,

Feather-beddmg costs on our
rallroads building and other. in-
dustries are ‘responsipble. for con=
siderably increasec’ costs. It has
been advocated recentily that the
Railway Labor ‘Act of 1926 should
be modernized ‘to permit: govern-
ment injunction as the Taft-Hart-
ley  Bill ' provides, :where . public

‘| health and safety:sre: threatenéd.

Forty-four ‘working rule cnangea
are demaanded by:ihe 'RR. unions
to provide for, (1) more pay:for
little or no'work; (2) subterfuge
to increase pay; and (3). devices
to increase work.

~For instance, employees de-
mand a whole day s pay for a few
minutes work by one craft, and a
penalty of a whole day’s pay for
the craft not used. This applies
to road men or' yard men who do
some ‘incidental work.:
“If ‘more ‘than one engine" is
used, the new rules would require

.double vay for the men that were

‘engaged ‘o ‘extra pay for -those
who do 'not work. ' Or, for doing
a few minues work before or after
the shitt. the new rules would re-
quire an‘entire day’s’pay at the
overtime  rate, or 1% times: the
regular® rate. ' Theén 15, minutes
would bé: paid the'equivalent of
12 ‘hours. ‘An engineer may not
flag nor throw a switch, but ‘an
additional trainman must be car-
ried even though:'there is-only
one job for the entire trip. Some
rules are: subterfuges to increase
pay. The wage. rate.on the local
freight: trains ¢is  the ‘highest: in
effeet. Trainmen wish to raise:all
seryices to the local {freight level,
except through servwe. e ;

‘Some Fanta.stic Restu.!tsl

“On some-of the: fast trains thc
monthly pay would be: fantastic
so the working days.are reduced
For. example; : between - Chicagc
and Fort' Wayne, Indiana, engi-
neers and firemen work ‘16 hours:
for 49% hours’ pay, or 3.02 days
pay for 1 day’s work, Between

poses.: Everyone- of-you is so-well

(Continued on page 26)

constimer ownership ‘and ‘use of llquxd and non-liquid assets...In this

rticle,  pre-
ared by
uncan McC.
[olthausen” of -/
he .Federal
eserve
oard’s ~ Divi=
sion: of "Re-
earch and :
tatistics, . the»

“amountg of
stocks :and
. 'bonds’ (other:’
“than U.”S.
bonds) held

D. McC.' Hol!hausen'
is "estimated,

and, preferences for various types
of assets analyzed Accordmg to
the survey..

it early 1948 the great major-
ity of. spending. units ’ indicated
,- that:'they preferred - assets - with
""fixed " value (bank deposits : and
Government bonds) to assets with
changing ‘value (real -‘estate and
“securities). This preference, given

An.replies of spending units -with

repetition of the preference ex-
.,:pressed. in the two .prevmus years.

“Even in the group having in-

comes of $7,500 or more, a‘definite |
i| preference - for assets ' of fixed |- |
{| value 'was expressed by  at least | .
. |two-thirds of ithe. spending units: |
About ; one-fourth of' this group |
i | expressed a preference for having |
-all or at least part of the hold-

ings'in: assets.of .changing value:
About: one-tenth-of the: spending |
units . with .incomes - of -$2,000  ‘to

$5,000 ' indicated::that. they: pre«|-
‘ferred-assets of changing value ori:

a:.combination of assets of ﬂxed
and: changing value. -
“‘Although ' the 11948 data on
preferences for. various  types of
assets are not strictly comparable
with -information available  for
earlier years, there ‘do not appear
to: have . been : any : significant
changes. in ‘the  indicated prefer-
ences of  spending “units- between
early 1947 and early:1948. - Gov-
ernment bonds  were still given
preference over bank deposits, and

among ' spending units that pre- |

ferred * assets of  changing' value,
real estate was ‘mentioned mest

frequently.  Between : 1946 ‘and |

1947, however, there had been a

-sign_i_ﬂcan@ .shift : in-.preferences.|:.

< NEWISSUE.

July 16, 1948,

(Continued onypage 31) .-k

$10 000 000

Kuhn, Loeb & Co.

¥

This announcement:. a[:pears for: purposes of- record, only These : securities - were placed pnvately
through the undemgned and have not been' and arc not bemg offered-to the public.
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Parliament "‘A_,pp.'roves

By PAUL EINZIG

Dr. Einzig asserts pact between

THE COMMERCIAL & FINANCIAL CHRONICLE

ERP Pact

U. S. and Britain, implementing .

ERP aid, was endorsed by practically whole of both Labor and
. Conservative Parties, but “with heavy hearts.”: Says general feeling

in London is that pact is a necessary evil, but there is genuine desire

to cooperate to make it work, despite misgivings regarding
AR . interpretations. :
LONDON, ENGLAND.—The bilateral pact on ERP: aid'was ap-
proved by the House of Commons after a two days’ debate, and was
duly signed by thg Fpreign Secretary an hour after the resolution in
favor of its ratification was passed by an overwhelming majority.

The outcome

of--the -debate
was always a
foregone con-
clusion. In-
deed, when a
Minister; in-
the .course of
a;conversa-.
tion. in..the
Lobby with a
criticof the
pact,: . claimed : -
credit . for:the
Government’s.
democratic
methods  in
abstaining
from  signing !
the' agreement until it was ap-
proved by. Parliament, the “eritie
remarked: “It.reminds me of the
story of a man arrested in one of
the -totalitarian countries, whese
jailer' sought ‘to comfort. him by
telling: him that he will have .a
fair. trial before his execution.”
Such- display of bitter feeling was,
however, - exceptional.. ‘On the
. whele,. opposition :to. the pact was
not-unduly aggressive, .even
+though there was ample criticism.
/. The agreement was endorsed, by
practically the whole of the l.a-
bor Party, and by a large major-
. ity ‘of the Conservative Party.
They. endorsed 'it, however, with
heavy hearts. Socialists, were wor-
ried :about the possibility of the
United States securing - through
the paet rconsiderabfle;l influence
affecting the Labor Government’s
economic peolicies. Conservatives
were worried about the humiliat-
ing téerms on which assistance 'is
granted, and about the possibility
of a 'weakening of- British eco-
nomie influence  in: the; Colonies
as a result of American penetra-
tion under the terms of the pact.
Everybody was worried about the
fact . that three years after the
termination of the hostilities Brit-
ain’ depends: on American’ dssist-
ance for the maintenance of her
standard of living and production.
There was also a feeling of un-
easiness on account of the vague

character of many of the terms.
The negotiation of detailed un-

br. P.uui Ehizlg :

derstandings —with~ the” United:-

States for:the application of the
various - provisions  is. awaited,
therefore; with great interest,

Ag far as, the : possibility of
American pressure in .favor'of a
devaluation of sterling 'is con-

[ | cerned, the Chancellor of the .Ex-|
| chequer has succeeded in reassur-

ing his supporters. He is under-

such pressure-he would -prefer to
renounee --any--further -benefits
from the -Marshall-Plan. He is

''’known -to-have given -most em-

phatic -assurances --to-- Dominion
Governments--that- there" is" no’
question of a.devaluation: of ster=
ling. The sudden appreciation-of
the pound .on :the. Paris - black
market is believed to be due in
part to the realization that; after
all, a devaluation is not imminent,

The absence of any further com-
‘mitments: for 'the: elimination ‘or:
reduction of Imperial Preference’
was welcomed with relief.” This,
together with'the absence of any
provisions tending. to' weaken the |

sponsible for: the  conversign- of
many .critics, or at any:.rate fof
their decision to abstain from op+
posing ‘the ‘agreement actively.

Imperialist wing of the Conserva-
tivs ;r"a\riy ‘
few’‘Communists and Communist
sympathizers; -voted  against
The : overwhelming majority - of
the Consetvative Party was'sat-
isfied, - however, that the degree
of American penetration into the
Britisty. Colonies provided -for' in
the pact cuts both-ways, for while

fluence it means that the United
States will have a vesfed interest
in'the British Empire. - It is re-~
called that thanks to the: Ameri-
can penetration into the Middle
East in recent years, the defense
of that part of the world has be-
come a joint American-British-af-
fair, -instead rof 'béing a - purely

'British burden and responsibility.

The' general feeling in London

sood to-have-said at a Party meet- |
ing- that rather-than--submit to|

Sterling Area arrangement, wasre- -

evil, and its terms have to"be ac-

heartedly in the task of ‘making
it work. This atmosphere of good-
will, resulting from the fact:that
the more extreme conditions orig-
inally: demanded by the ‘United

.| States have been:dropped or toned

down, would disappear, however.
if the American interpretation o
the. various clauses should be
found ' to .differ. fundamentally
from  the British interpretation:
All depends on the outeome . of
the discussions on the terms of
the loan, part of Mashall aid, on
ihe 'details ' of' ' stockpiling: ' pur=
chases, on the agréement conéerh=

| ing the use of the sterling equiva-
lent of Marshall aid, and“on many:

similar questions. - Pending . any
further information on these sub-
jects,” all “but®;the most’ hostilé
critics have decided .to abstain
from .continuing their '"campaign
against the Marshall Plan, "7’
Nothing could of ‘course  alter
the attitude of the political ‘Left-:
Wing; opposition to the pact. Their
influence; however, has weakened
considerably as ‘a result:of ithe
international . political’ tension:
Should: their ' forecasts . about .a
very harsh American interpretas
tion, and about the -likelihood of
Congress stiffening the terms next
year, prove correct their prestige
and the camp of their followers
would increase considerably. . %

Ralph R. Smilh With
Newhard, Gook & Co.

" (Special to THE FINANCIAL giinp: Eéh :
‘ST.~LOUIS; MO—Ralph R:
Smith has:become associated with

Some ‘half dozen members.of the |~ '

t did come out in-active |
opposition;’ and; "together with" % |.

L

it may tend to reduce British in=| -

Newhard; €ook & €o., Fourth and

is. that the pact is a necessary,|

cepted in ‘good grace. There'is a’|
genuine desire to cooperate whole- |

Canadian

e

dian ‘corporation profits:coyvering

net income to stockholders ox
Canadian companies was 38.8%
higher than in 1946, 68.0% higher
than in 1945, 63.7% higher than
its 71939 level and over double
(103.7% above) its 1936 level.
This result  was achieved after
paying 'ihcome and excess profits
taxes in 11947 of 23.1% abeve:the
1946 “figure and - of nearly 4.9
times the 1939 tax figure and of
6.8 times;the 1936 tax amount. "’

~All groups of companies did net

trend. A e o
he most striking ‘drop: in net

‘During;war years this was'largely
as;a; result;of the forced curtail~

labor shortage. . But since:the war
it -has

1947 ‘net income ‘o stockholders

the’ 1946. figure  jof . $7.5. million
and only. 21% of|.the ;1939 figure'
of’ $28. 1 miltien. | . * .
- The targest percentage: drop-in
1947 fiet.income as compared: with'
1946 was’-shown - by: the séven
grain’ elevator. companies. Their

.0£:$600;000. was_ only. 6624 %: of the
1946 figure of $900,000 but was
three:times the 1939 level of $200,-
000.- -Alcause.of the drop in their
net -incoine’ is - attributed to the

' | smaller:storage charges due to. the

Tesser.-amount -of . grain held ‘in

" | storage and the smailer crop:

. The biggest gain‘in net income

i i+ | tosharehdlders. was shown By the
;119 'pulp. ‘and . paper .companies
.7 | whose 1947 net. ineome: to _stoek-
i | holders" of .$47,6' million ‘is 69%
| higher than. the 1946 level of /$28.2
' | million, and ‘nearly 14 {imes the

1939 level of $3.3 million.

< | "One factor not indicated by the

. | study is the extent:to which 1947

Ralph R. Smith

Olive Streéts,” members ..of the
New York and St. Louis Stock
Exchanges. "Mr. Smith was for-
merly with Fusz-Schmelzle & Co.
and prior thereto was with :the

St. Louis Union Trust Co. 3!

net operating profit included profit

i | from ‘inventories as-a.Tesult-of
| the rising price level. To the ex-
‘| tent'/ that ‘this type of .profit. ‘is
irieluded it will be a non-recur-
.and . eonsequently |-

ring . -profit
would likely : affect (1948 results
as compared with ‘1947,

#Incidentally, . it “might- be re-
marked : that :the Parliamentary
Price Committee of Canada, which
recently ' issued “its réport sug-

“|'gesting ' very. limited ' price . con~

T

This Note has been placed privately through' the undersigned. This security has not been and is.not
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$2,500,000

McCall Corporation

3% Note, due July i 1968

.~ WHitg, WELD & Co.

July 22,1948

o5 ’ ,GbVERNME‘ﬂT
: . PROVINCIAL
=" MUNICIPAL

: @QRFORATION

 CANADIAN STOCKS -
A
e A 'R‘CQRPORATED L

TWO WALL STREET
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By WILLIAM J. McKAY =
. The ‘Bank of Canada has just

‘participate in. the. same general’|

income -is shown: by ‘gold mining.
companies . whose net income: has
dropped-in: each ‘year since:1939.
rhent:.of - their 'operations’ due 'to-
f been due . to’ risirig costs
and’the-loss of the 10% exchange
premium on. U. S. dollars. * Their : i

‘of . $5.8 million was. only 77%: of’

1947 net!.income . to :stockholders.

| CANADIAN BONDS |

E.AMES & CO. |

Thursday, July 22, 1948

Securities

the year 1947. 'The study covers

411 Canadian companies and is a continuation of similar studies made
by the Bank since 1935. According to-a summary of the survey the

trols, recommended that the Can-
adian - Government  consider 'the
immediate appointmert of a Com-
mission’ to-investigate price struc=
tures and -the factors leading to
price and cost increases and in=

mittee ‘also’ recommended ‘enforé~
ing ‘a uniform- accounti;ig: system
for business corporations and a re-
J'vision ' of ‘the Companies. Act to
.provide fora meore complete dis-
closure  of information about in-

términing corporate profits. . 4

'Debt Financing
 President ‘of N. Y. S. E. says
more. equity ~ financing- could
§ i on business. . i
<:'Addressing - the ' Convention of

the “Association of Securities Ad-
ministrators, on :July.19.at Port-

land; ' Ore.,Emil: §chram, ' Presi~

‘dent of the’
New York.::
Stock Ex-
change, re- . :
peated the '
woarrning
already”
soundedby
him . ‘on pre-
vious occa-:
sions "t hat.
American bus- -~
iness ‘needss
more | invesi- :.
ment capital 7
of .the equity "
type and that
the i trend: to-
ward: over-. .. v )
.creation  of ‘long-term  debt: was
unsound and dangerous. . % }
“There is a  great need for
equity capital,” Mr. Schram said,
“We are drifting dangerously close
to -overfinancing by the unsound
debt :and ‘borrow basis.. We can
correct: this by a: realistic- read-~
justment of taxes on business.”’
The - changes..recommended - by
Mr. Schram included drastic re=
adjustment of the present capital
gains tax. 3 \

Diamond Malch Noles
Placed Privately -~ -
| 'The Diamond Match Cb., it was
announced -July 16, has placed
privately through Kuhn, Loeb. &

Co., an’ issue of $10,000,000 3%
notes due May 1, 1968. " . i1

Joins Gunn, Carey & Co.
. (Special to :THE ' FINANCIAL : CHRONICLE) !

CLEVELAND, OHIO — Sidney
Weisberg i now = with Gumf,
Carey & Co., Union Commerce
Building, members of the Cleve}-
land. Stock Exchange. ' . |

| Shannon With Robt. Baird

(Special to: THE. FINANCIAL CHRAIONTCLE)

MILWAUKEE, WIS, - Rober}
W. Shannon_ has become assdci<
ated with Robert W. Baird & Co,
110 East- Wisconsin Avenué; mems
bers of the New York Stock Ex=
change. , it 1!
Two With A. M. Kidder

- (Special to Te FINANCIAL A CHRONICLE),

s,

' Emil Schram ool

B. Bunting and Harry C. Shipley
'have become:affiliated witht A..M,
Kidder &' Co.; Florida' National
Barile: Bublaing, &5 bl gy

issued its latest survey of Cana*’

creased profit margins.: The Coni- -

ventory reserves deducted in de=

Schram Warns of . _

“come from readjustment of taxes

1

Fla

h

{
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Philzdelphia Reserve Bank Previews Business |
| - Prospects inLast Half of 1948~~~

«Holding though we seent to be headed fo: another turn of infla-

tion spiral institution points out

prospeciive increases in produc- |

‘tion are greater than prospective demand. Looks for' furtner ex-
pansxon oz credit and money supply. Lists anti-inflation ptopnsals, i
The: July issue-of ‘“The Business Review,”. published by the

- Federai’ keserve sank of Philadelptua, analyzes both present’ and
prospective bus.ness conaitionsrand, atter notng present boom. in-

cicauon., warns "real danger is'in

allowinT ourseives to: slip into ‘the

comfortable belief that we have®

.entered a ‘new area’ in wuich tie
‘oiily: direction’ we can go is:up.”
‘Regarding the prospects for the
“secony . halr . of /1948, ‘the ' Bank'’s:
publlcat.on states: . |
. “As long as prrces are rising
rapiaty 1t can ‘not be said that we
have atta.nej ‘economic balance:
Priceg' generally ' are’ still " rising,
including ‘the prices of  some . of
the thinss that are alleged to be
in abundance.

‘of 11948 we are confronted. with
“ great obstacles in ach).evmg econ
.nomic ‘balance; in fact, we seem
10 be headed for another turn of
tl'le inflation spiral, -«

UA hign - level - of ‘bus: ness ac-
txvxty ig‘teed. ng a huge stream. of
spending powér into the hands’ of
1nd1v1duals, reinforced_ . by’ con-

“ sumer ‘credit and by a.$5 billion
tax cut. We are already committed:
to - heavy: rearmament :expend.-
tures.and. continued aid to friendly
nations, -We still have a long way,|

Litego: to. meet our : housing’ re-

; qulrements, iridustries “have ‘not

. compléted their plant  expansion
and modernization programs; pub-

li ‘utilities” are . behind’ schedule |

in'expanding their facilities, and
mumerous public weorks.: programs
are ‘just ‘getting under: way. ‘

« #It.is-important to observe the.

order of magnitude of increases in
expenditure over last year. Con=
sumer expenditures are currently
Yunn.ng, ‘about ' 10% - higher - than
last year and ‘there is every indi-

cation that consumers will con-
tinue 'to increase . their expendi-
tures during the remawnder of this
year. Constructlon expenditures
so iar this year are in the neigh-

‘borhood of 40% above last years.

Bus.nessmen - estimate " therr rex-

- penditures: foy ,plant ‘and: equip~

ment will be 15% higher, Govern-
ment expenditures are’ also lar; ger
desplte recent efforts to- ecen-

 omize.
““As ‘we' enter the second half|

: “Prospectwe mcreases “in i pro-
duction de not appear.to- equal the

- prospective - increases in. .dernand.
Practically ' the -entire -availablé

labor ‘ferce 'is ‘already’ employed
‘and. virtually all of:our. produc-
t.ve resources. are alreaay. in use.
Additional ‘increases’ in the" flow
‘of goods: andservices: dnrmg the
_remainder ‘of ‘the- yéar: will- ‘e

| gradual. I by iricreased efficiency.

and-the use of new plant, indus-
trial ‘production  is .increased by

| about 5%, we will have done well,

Last -year,  total -physieal: ‘output
irose -an’ estimated: 7% above 'the
. year before. It is unlikely. that we
.ean exceed that record : by very
much.

“Admittedly, thisis a much sxm-
plified -approachto: the problém.
Although' it is ; ‘riot . -peossible " 'to
make; a precise calculation, it ap~
pears. that the “present’ tendency
for demand to exceed supply will
persist » 'and ’ force prx,ces stﬂl
higher. i -

{ ¥ The faét ‘that the. geuml prtce
£3(Continued on page 31).

U. S. Chamber of Commerce Opposes :New
Economic Controls; Suggesis Resirainls -

_-National trade group takes issue with President Truman on need of
authonty for reimposition of rationing and price and wage controls..
Offers program of voluntary restraint.

The. 'Chamber of Commerce of the United States on July 18 is-
sued a statement in opposition to President Truman’s proposal’ for
standby authority to reintroduce rationing, price and wage controls
and other measures directed at cirbing inflation.

By A: M, SAKOLSKI

lncons:slenc:es of British Ec_onom:c Pohcy

Dr. Sakolskr, commentmg on Britlsh policy regarding labor, production and taxation, points. out incon-.
! sistency of endeavoring to increase outpui- and capltal investment while at the same time enforcmg

|
1
i
i
¥

: measures that destroy ‘or ‘impair 'individual incentives.
“Britain’s economic p11ght is undoubtedly largely the result of her stupendous war

,effort But Britain’s economic recovery, or rather lack of it, is the fruit ot her present
Labor Government policies. Notw1thstand1ng the substantial a1d received from the United

States and the

h{ullabaloo re-
garding in-
creased Bnt-
tish' home
produ c'tio°n

nd exports,
there is as yet
not ' the  least
prospect ..that

‘the precarious

economic sit-
uation: of ' the
British people
1; being reme-
ied.. The .ad-

erse balance

of payments A. M. Sakolski
persists.: Pro-
duction, with but few exceptxons,

lags behind expectations and in

. many items  has not reattained

préwar levels. - And without addi-
tional U: S, funds under ERP, it is
gcknowledged, even by the lead-
ers.of the Labor, Party, the Brltxsh
economy faces a collapse. " °

Much dependence - has been
placed by « British.. Government
Jeaders: on voluntary, cooperation
of both' the: workmg population
and mdustry in mcreasmg Pro~
duetivity. -As stated in the clos-
ing paragraph of the well adver-
tised: British- White Paper, “EcG-
nomlc Survey for 1948”:

“Perhaps thé_outstanding lésson
of the experiment hitherto made
in . democratic planning in  this
tountry, apart frem the limita-
tions 'imposed by dependence on

oreign trade, is:the importance of
the' voluntarygeb-operation of the
‘[ individual h the plan set by |
the| ' central: authorities. In" the
matter-of industrial productivity,

| for{instance, the Government can

encourage, “but’ it ‘cannot-compel.
Productivity per head is bound to
be one of the most important fac-
tors 'in: determining ‘the- -year’s
results; and it depends on a num-
ber of factors such as the supply
of materials and equipment; im-
provement of design; redeploy-
ment of labor; and, efficiency -of
management But the skill and

'

.the burden of taxation.

effort - of the individual are also
obviously vital.  Much will de-
pend, therefore, on the individ-
uhl s voluntary response,”

! But, what has the Labor Gov-
ernment done to encourage the
requested “individual’s voluntary
response”? . Has it offered any in-
centives either to the werkers or
to . the capltahsts'7 ‘And, if- so,
'what? " True, in the recent budget
proposals,‘Sir Stafford Cripps has
relieved - the weorker of. some of
But, in
the same measure, he clamps ona
capital levy in such a way as to
“soak the rich,” and leave them
only the more profitable alterna-
tive of withdrawing their' capital
from- investments and: keeping
their wealth in cash. -This eer-
tainly does not' increase produc-
tivity or employment. In-faet it
seems to be the overt policy of
the Labor Government to kill in-
-{dividual’ incentives, . and :thereby
possibly. make it easier. and less
costly to socialize all industry. In
-this way, Britain can readily and
without excitement become-a full~
fledged :Socialist State—as :hide-
bound and as fully entrenchied as
the present Soviet Government

Kllling Incentwe by Taxation .
i .1t was a theory of David Hume,

the Eighteenth Century Enghsh
phllosopher, that taxation could
be levied in a way to encourage
'greater effort on the part: of the
public to work harder and pro-
dute ‘'more wealth, But: prepent

ay British taxation and social-
istic philosophy, even if it has tha2
same objective, certainly does not
produce this: effect. A ‘writer in
the  April-issue of “Lloyds Bank
Review,” S. P. Chambers, clearly
- points this -out'in-a ‘thoroughgo-
ing ‘discussion rof “Taxation and
Incentives.” Speaking of present
day British taxation, he -says:

“It is, no doubt, possible to ex-
aggerate' the short-term effect of
taxation on the:efforts made-by:

the direct evidence may be incon-
clusive, It is the long term and
unmeasurable effects which are
more serious. It is the steady sap-
ping of the vital urge to work and
to.work hard ‘which is the: real
tragedy of the high rates of taxa- ' -
tion at ' the present time. ' Hard
work was 'both a virtue and a ne-
cessity in Victorian times; today
the individual necessity to work
has very largely been taken away,
and the virtue of :work is almost. .
as.unfashionable as that of thrift.
“It" is: unfortunate that ‘today
high rates of tax conspire with so-.
cial' security:to sap the will te
work. Nobody in their senses de-
nies. the great benefits of a modi-
cum of social security to prevent
the misery of unemployment, or
of poverty through' sickness. But
high' taxation ' accompanying a

‘high level of social security leaves

the -reward  of virtue  terribly
small because it reduces almost to
vanishing point the ' margin of
comfort between lazy aceeptance
of the gifts of social security and
that of ' good hard work accom-
panied’ by -honest- saving. » The
subsidization of the’ elementary
needs of life works in the same
direction. "As the cost of social
sdcurity and: of subsidies comes
out of ‘taxation, ‘every' time the
tax. burden: is increased for these
purposes there is added a double -
disineentive to work. .
“From the angle of incentive to
work'a reduction of income:tax is
¢learly ‘supéfior:to a réduction of
indirect = takation. “Indeed, for
some people high indirect taxcs
may even be a:spursto’harder
work ‘because a:larger income is
required to pay for the things
which they are in the habit of
having but which now cost more.
This argument is valid for a lim~
ited number of people only, and
even' for them it has strict limita=
tions; there is a point at which
extra leisure becomes more: valui-

workers in industry, and, indeed,

'(Continued on page 32) '

“Government. intervention = in¢
the formy of direct ecorromic ¢on-
irols ‘will hinder, not help, pro-
duction, .co badly needed at this,
time,” said the Chamber in a
statement ‘which added, “To im-
pose controls before the neéd for
them is evident—as in:the case of
war—would be a-mistake.”.

- 'The Chamber’s statement, au-
thorized by its Board- of Directors,
advanced four measures for vol-
untary - action; looking to .the
checking . of . inflationary  forces.
They are:

(1) Restramt on the part of the
countrys economic segments in
“advancement of wages and prices,
"2 (2). Development . by. the Gov~.

-ernment . of ~a monetary policy
capable of controlling inflation.

" (3) Reduction of Federal, State
cand:local governmerntal expendx-
“tures.

; (4) Encouragement of 1nd1v1d-

1 ual savings and dlscouragement of

<an over-expansion of credlt

““The. Chamber believes,” said
the statement, “that the disadvan-
tage, both long. and short-range,

“grising ‘from - the re1mposltlon of

{ controls, would far outweigh any
immediate ‘advantages. - Among

- these, disadvantages are the inef-|
ficiencies ‘and. obstacles . which

[ ‘central’ control imposes ~upon’.the

“produetion and - distribution ' of

:‘goods'and services, the. difficulties

!iof creating an efficient.and effec-

;..tive . eontrol  agency: in' a reason-
“‘able period of time, and the diffi-

- from 93,000 to ~163,000; and -two

empty.'

‘controls were abohshed too.

culties: presented by - Amerxcan

traditions ‘to the enfarcement of

policies inconsistent with the long |, :
run obJectlves of a free enterprlse ;

system.
“In fact, price and ration. con-

trols broke down long hefore Con-|.

gress abolished OPA. In May 1946,

-the Bureau . of Labor Statistics |
stated that 85% of the stores had |,

no “‘veal,” ‘more - than ‘four-fifths
were  without ‘pork loins, ham or

bacon:and that almost 7 out of 10!
had no- beef or lamb. The meat|

cutters’ ‘union at the ‘same. time

said government regulations of the |
meat industry were unenforceable |
and ‘that impessible regulations

were building up.an-army of meat ||

bootleggers.

“Within one fnonth’s time, after i
the death of OPA, employment in

the meat packing: mdustry jumped.

months later it _had increased to
about: normal -levels -of- 180,000
workers. £

“In October, 1946, the President
said in a statement that the Gov-

ernment had considered going out |

to farms and ranges to seize cattle

for slaughter, but it was decided | .!

that it would be an impractical
move.  In the same statement.the
President 'said - another 'remedy
proposed was the seizure of the
packing plants. He said that pra-
posal was:turned down  as.useless
because the packmg ‘houses  were

“Let  us :not: assert. that prlce

‘I”lus advernsement appeavs ds a matter of record only and is wnde'r no civcumstances to be -

construed. ds an offering of these securities for sale, or as a solicitation of an offer to
‘buy any of ‘suich securities! The offering-is made: only by the Prospectus.

N

167,955 Shares

S. S Kresge Company

- Common Stock
$10.00 Par Value

Price $35.25- per Share -

1

’

COPICS of the Pvaspectus may ‘e obtained in any State from such of the several Underwriters,

including the u-nde'rszgned as may lawfully ojfev the securities in such State.

' LEHMAN BROTHE!

+ 1 July 22,1948,
i L SR

WATLING, LERCHEN € CO.

( Contlnued on page 39)
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-~ Railroad Securiiies

Along with the rest of the market the railroad stocks took a
beating :at the begininng of the week. ‘Except psychologically this
is difficult to understand or explain away.  There are two general
éxcuses given for the sharp decline in_ security prices during this

past week.  One is the deteriorat-
ing foreign situation and the other
is the possible implications of the
impending special session of Con-
gress, It is difficult to see how the
special session ‘of Congress could
be detrimental to the railroads.
As a matter of fact, any action
likely to be taken would, if any-
thing, be calculated to improve
the status of the railroads, at least
in relation to other'industries. It
is true that a war at this time

might well ‘wreck @ our -whole |

economy, as well as ‘that of the
rest of the world, but this could
hardly be accepted as a valid rea-
son  for :exchanging stocks for
cash,

As is usual in such a market as
has ' developed, the 'selling  has
been ' indiscriminate, with 'no
recognition as to the relative mer-
its or relative investment strength
of the individual industry or in-
dividual company. As a matter of
fact;, in' many instances the most
attractive securities have been
subjected to the greatest pressure
and have received the: least sup-
port. . It is apparently the old pro-
position of people liquidating the
sound  securities in ‘which they
still have profits rather than sell-
ing the questionable securities in
which they may have little, or no,
profits. 'Naturally, this affords an
éxcellent opportunity for the well
informed investor to pick up some
real bargains, both from the point

of view of earning power and well
protected dividend income.

By the middle of the day on
Monday, Union Pacific split stock
had declined more than seven and
a half points, equivalent to more
than' 15 points on the old stock.
It was an hour and a half before
Atchison, Topeka & 'Santa Fe
even opened and by one ‘o’clock it
was down to 110. It was offered
there with no nearby bids. South-
ern Pacific was selling at 54, off
about four points since last week’s
close and some eight points below
the year’s high established just a
short time before. The specula-
tive phenomenon ' of the year,
Denver & Rio Grande Western,
broke five points in the morning
session. These are just'a few ex-
amples of what a mere change in
sentiment can ‘do. Actually, it is
obvious that the intrinsic values
of these securities did not change
so drastically in such a short space
of time. ¢

All in all, the outlook for the
railroads is favorable in the opin-
ion of most analysts, and the po-
tentialities for their stocks are
viewed as more favorable than for
most of the major industries.
There is a possibility that legisla-
tion may be passed for allocating
materials and imposing other re-

.strictions ‘to expedite' an arm-

ament program. So long as steel,
for instance, is produced in heavy

volume such allocations or ration-
ing would not adversely affect the
carriers. 'They get'the volume of
raw and finished products tonnage
in any event. It is probable, more-
over, that any such program, in
postponing the satisfaction of the
present civilian - demand, - would
further extend the period of po-
tentially ~unusually high traffic
volume, |

There is a possibility that as one
move in controlling the inflation-
ary spiral, and as a necessary. ac-|
companiment to price and wage
controls, some nature of excess
profits tax might be reimposed.
Here again the railroads are in a
relatively sheltered position. The
return on property investment
even under present boom: condi-
tions 'is relatively small. While
not generally in a vulnerable posi-
tion with respect to a possible ex~
cess profits tax, tne railroads
would benefit if such a tax were
imposed as a part of a general
program to control wage and ma-
terial costs.

Present railroad stock prices
bear no relation to estimated 1948
earnings, the liberal dividend re-
turns, nor the prospects that the
period of high traffic appears
likely to last for a further extend-
ed period. Regardless of interme-
diate term price fluctuations, and
even if such swings are very wide
as at the beginning-6E#HTs week,
there appears to be ample support]
for a highly constructive attitude®
toward this group. e

LT

Talcott, Potter & Co Add-
(Special w THE FINANCIAL UHKONICLE) ' . )
CHICAGO, ILL. — Donald J.

Whalen has. joined the staff of
Talcott, Potter & Co., 231 South
La Salle Street.

To be

i ‘5;*4,05‘(),000"
New York, New Haven and Hartford
Equipment Trust of 1948, No. 2

2%.% Equipment Trust Certificates

(Philadelphia Plan) ~

To mature annually $270,000 on each August 1, 1949 to 1963, inclusive :
ditionally guaranteed. as to payment of principal and dividends by endorsement by

Jess than $5,400,000.

1949
1950
1951
1952
1953

1.85
2.00
2.15
2.30

o ~Issuance and- sale of these Certificates are subject 1o authorization by the Interstate Commerce Commission,
The Offering Circular may be obtained in any .State in which this announcement is
. circulated from only such of the undersigned and other dealers as may

July 22, 1948.

1.55%

~R.W. PRESSPRICH & CO.
HORNBLOWER & WEEKS OTIS & CO
JULIEN COLLINS & COMPANY -
THE:MILWAUKEE“CO'MPANY :
‘McMASTER HUTCHINSON ‘& CO.

&
The New York, New Haven and Hartford Railroad Company

These Certificates are to be issued under ‘an Agreement to be dated August 1, 1948,
which will provide for the issuance of $4,Qi;o,ooo par value amount of Certificates to
be secured by new standard-gauge rai

. MATURITIES AND YIELDS

(Accrued dividends to be added)
1954 12,409
1955 2.50
195 6. 255
1957 2.60
1958  2.65

lawfully offer these securities in such State.

HALSEY, STUART & CO. INC.

BEAR, STEARNS & CO.

(INCORPORATED)

ALFRED O'GARA & CO.

- Tobe dated August 1, 1948. Par valueand semi-annual dividends (February 1 and August 1) payable in Philadelphia, Pa.
Definitive Certificates, with dividend warrants attached, in the denomination of $1,000, registerable as to par value. . "
Not redeemable prior to maturity. These Certificatesare offered when, as and if received by us. Certificatesintemporary. . .
or definitive form will be delivered at the office of Halsey, Stuart & Co. Inc., 35 Wall Street, New York, N. Y. The i

“mation contained herein has been carefully compiled from sources considered reliable and, while not guaranteed as to

. completeness or accuracy, we believe it to be correct as of this date.

road equipment estimated to cest not

1959
1960
1961
11962
1963

FREEMAN & COMPANY GREGORY & SON.
' FIRST OF ‘MICHIGAN CORPORATION
“{;%./ WM, E. POLLOCK & CO., INC,
MULLANEY, WELLS & COMPANY

&5

=

2.75%
.2.80
2.85
2875 o1
2.90

A. G. BECKER & CO."

INCORPORATED

INCORPORATED

infor-

‘| largest bank, not the first.

Thursday, July 22, 1943

Securities Salesman’s Corner
' By JOHN BUTTON

Some years ago there was a salesman who called upon the sav=-
ings banks in the smaller towns throughout the country. He sold
a service which could be used by them in promoting increased de-
posits. - Year after year and month after month this salesman. so
far outstripped everyone else in his company’s sales organization
that even his employers were unable to understand why his produc-
tion was so much higher than anyone else. But this salesman never
told his secret.” Time and again his firm would try to worm out of
him just how he did it—but he wouldn’t tell,

Finally, one day the head of his firm took him out to lunch
and under the influence of an extra persuader or two in the form
of something slightly alcoholic he broke down and confessed how
he was ablé to bring in so much more business than anyone else.
When you read the rest of this column you may be impressed with
the fact once again, that everything that has merit has to be SOLD.
In acceptance of the realities of life we must admit that' most peo~
ple act EMOTIONALLY, even though they like to believe that they
rely upon their judgment in most instances. Selling securities
should be a cold, realistic approach to the reasoning power of the
investor. Despite the contention of the SEC that people should
be told all the facts, everyone who knows anything about the way
securities are bought, also knows that not more than one in a hun-
dred investors WANT TO KNOW THE FACTS. So if you have
some good stocks or bonds that you want to sell—stop, look and
listen to the ‘way this fellow sold his bank service—you may get
an idea from it.

His firm would supply him with reply cards which they received
 from their advertising.  These cards were the usual sort of thing
that interested prospects’ would use to inquire for more informa-

.| tion regarding the service which they had to offer. This salesman

rwould take his supply of cards,and when he went into a town in-
stead of calling upon the first prospect that had evidenced interest
A his proposition he would: go into the leading store and start ' a
conversation with the owner. He would ask about the varjous in-
dustries in the town, then he would lead up to the banking busi-
ness. He would ask which was the largest bank, the most aggres-
sive, and the second and third in this respect, etc. He would also.
find out the name of the cashier or acting manager of the SECOND
est ba Then he would go into that bank and’
ask for the party who he knew in advance was the real operating
head of the organization.. me\receptionist would: usually ask if
he had an appointment and of course he would reply that he did
not have one. But he would say that he had an inquiry from Mr.
So and So and that he had come to see him. The receptionist would
relay his message and the curiosity of the bank manager would
usually. prompt him to come out and say that he did not know of
any inquiry which they had made. Then our salesman would pull
out his reply cards and start to go over them. With a look of sur-
prise and humility he would say, “Oh, I am so sorry, Mr. Cashier,
I am wrong, you see this is an inquiry from the bank down the

| street, Mr. X at the First National.” With this he would slowly

start to turn away and he would once again apologize for bothering
this now very curious prospect. ' In most instances as he started to
‘turn away the banker would say, “Wait a minute, what is this serv-
ice you say the First National has inquired about?” From there
on you can imagine what happened, With the first bank sold this
fellow would then go to see his first prospect that originally inquired
‘about ‘the service. He would often sell them just because he con-
vinced them that if the second largest bank in the ciiy was going .
to use a service to increase business that they too had better get
‘busy. . He had four different services all put out by the same com-~
pany.. Sometimes he would sell three banks in the same town a
different service. Of course; this is the type of selling. which is:
‘based upon the ability to “act.” This salesman had his approach
'so well perfected that he knew every little ‘point which was neces-

- |'sary in arousing the ‘curiosity, competitive spirit and the fear that

‘one bank would be missing something (to another) if they did not
look at what he had to:offer. : : :
| Trick selling such as this has little to recommend it when it
‘comes to. building up' a clientele ‘of - satistied ‘investors. “But there

. |'are times when you not only have to lead a horse to water:but
- | also ‘make him drink, and unless you ’know human nature ‘you’lk
.| have ‘a hard time selling Treasury Bonds even on a 5% basis.: -

. Over-the-Counter QuofatlonServices
For 35 Years

e NATIONAL QUOTATION BUREAU, inc.
KRS .- Established 1913 " - :
46 Front Street, New York'4, N. Y. [~

- W ey &b :'San Francisco

“ Chicago

S
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 Public Utilty Securities

Long Island Lighting -

-/ 'Long Island Lighting is in one of the fastést groWihg.résidentiali

same is true. of the

principal subsidiaries,

“Electric ~and’ Nassau | ¢
Lighting. (Kings County Lighting,
~+a third. subsidiary, is' being" sepa=
srately recapitalized, with Long Is-,
Jand :losing ‘voting.control.) - g
"+ "While"the ‘company‘is both" an!
‘operating “and. ‘holding " ‘company,
» woriginally it ‘did not consider itself !
‘subject to SEC ‘jurisdiction; “since!
- ioperations are intrastate: Because;
‘of preferred arrears; ‘a‘plan of Te-|
«capitalization ‘was ‘approved’ by
--stockholders. early in 1944, ‘This’
"iplan’would ‘have reduced the' par/
uvalue of the preferred stocks,.and
“frozeri’ ‘the ‘amount-of  arrears;|
ithe preferred would also -have're- f
loceived: some: new “common;,and]
“:the ‘old .common was to ‘be scaled
‘down. - Following approval by the|
New: York ‘PSC late :in= 1944, the
company
~amended articles of incorporation,
thus technically ‘putting “the -plan
in ‘'operation. - . . .
". .- Meanwhile, however; a commit-
tee of preferred stockholders ap=
pealed: to the SEC to'assume juris-
diction, ‘on the ground 'that: the
company ‘was-subject to the ‘Hold-
ing - Company - ‘Act. - The ' SEC
brought - action -in the Federal
Courts to. restrain  the - company
from adopting the plan, but the
appeal was rejected by - both - the
District Court and the Appeals
Court. It was then taken ‘to the
Supreme Court, but in the mean-
time the company had decided ‘to
register with the SEC.as a hold-
ing company, which in effect nul-
lified .court proceedings. ‘There-
after both commissions claimed
jurisdiction. ]
.- During the court proceedings
referred to above the transfer
books had been -closed, and trad-
ing in the company’s stocks was
made difficult; this was finally
remedied by issuing certificates of |
deposit for ‘all stocks, and these
are still being traded in. in place,
of the original shares. ;
A second -plan was filed ‘with
both commissions in October 1945,

No. Shrs.
New Com.

8.7
.7
43
3.7

Long Island—
1% preferred.__

- 6% preferred._
+Queens 6% pfd.._
Nassau' 7% pfd...

The amended plan of consolida-
tion. is ‘being -opposed by ‘certain
preferred stockholders. Their ob-=

. Jection appears based “on .the
grounds: that inclusion’ of the sub-.
sidiary. companies would -require.
the assumption by the consoli-
dated 'corporation of heavy debt, .
and: that the:earnings would' not
permit necessary financing, ©
: Long Island Lighting ~has for:
some years been financing:largely

through the medium of insurance |

companies. 'None of ‘its bonds are
held by the public.. The company
now has'a heavy construction pro-
gram underway, including a new
electric station ‘at Port. Jefferson.
$13 million bank loans were in-
curred in 1947 and. early 1948 for
construction  needs, but. in ' Feb-
ruary all but $1 million were re-
" tired through sale of $12.million
3% bonds due 1958 to'insurance
companies. ‘In June the company
proposed  to ' borrow * $8 ‘ million
from ithe banks. This was opposed
before the ' SEC by W.C, Langley,
. investment banker ‘and chairman
of ‘apreferred. stock -committee.
Instead, Mr. Langley favored issu-
-ance .. of - new  -preferred:’ stock
(though it is difficult to.see how
~ this could be done promptly
- enough 'to take .care:of: present
i cashipeeds): - il
. The Langley committee’ is op-

& Suffolk ®

-immediately . ‘filed |

This provided for merger of Long!
Island - with" its subsidiaries- (ex-|
cept “Kings "County). The . pre-i
ferred stocks ‘of; the - three ~Com-|
panies :‘would ', receive.’- varying|
amounts:of .new :preferred :and/or|
common stocks,.with the old ‘com-!
mon’ getting: less: than two shares!
for-each hundred:old shares, This|
was - finally ‘disapproved by ‘the;
PSC!in. September 1947; the ‘com-!
mission favored ! wiping out: the!
common | stock | :altogether, : and|
wanted. an all-common recapitali-!
zationy o Sl g ginde |
.+ A third, plan.was filed early in}
1948, “intended . to-meet ‘substan-|
tially. the ‘objections .of .the ‘New'
York Commission. ' The’ common
stock . would be paid off with: 35¢
a .share "cash,  receiving  no new
common.:Long Beach Gas’(a sub-
sidiary ‘of Queens Borough) . was
dropped . from  the merger,: The
preferred stocks of the three com-
panies would receive only new
common, . »

‘A pro forma income statement
for the year 1947 indicates earn-
ings of 81¢ a share on the 2,417,000
shares of new common to be is-
sued under the latest plan, This
was before a “reservation of net
income for sinking fund” amount~-
ing to 30¢ a share (ordered by the
PSC some time ago because of the
unbalanced capital structure). The
duction eliminated on completion
of "the plan, Assuming that this
can be done and that pro forma
earnings  may be adjusted up-
‘ward for the net rate increase re-
ceived in February this year,
share earnings for the new com-
mon  stock would approximate
$1.06. - Assuming that 75¢ could be
paid in dividends the stock might
sell initially around 10, and per-
haps after “seasoning”- and fur-
ther growth, at 12. On this basis

potential future “break-up” value
for the old preferred stocks might

posed _to .the merger- with sub-
sidiaries, and ‘favors distribution

rent prices:

Est. Market - Est. Market ' Recent App.
Valueat 10 Valye

at 12 Price

104
92

87
77
43 52
37 44

to the preferred -stockholders of

the voting ‘power in the subsid- |

iaries.’ ‘A" common stockholgders’
committee '(with headquarters. in
Washington, D. C.).is also! oppos- |
ing the plan, seeking”to -obtain

hew ‘common stock instead of :the | :

35¢. cash payment.
is currently 'selling:
around -3 or 62¢.,

Two With Fahnestock:

* (Special to. THE FINANCIAL CHRONICLE)

HARTFORD, 'CONN.—Seymour
Page’ and. Richard Warren - have

The ‘ common
on-“the: Curb

| become :associated - with ‘Fahne-

stock & Co., 75 Pearl Street.

Joins H. C. Robinson Cé.

... (Special” to Tue FID{ANCIAL_'_CHRONICLE) )

HARTFORD, CONN. — William|. |

R. Murray is with Henry C. Rob-
inson & . Company, Inc., .9 ‘Lewis

 Street. -

‘With Link, Gorman & Co,

< (Special to: THE ~FINANCIAL 'CHRONICLE)

. CHICAGO, .ILL.—Einar ' Graff|"

and: Raymond F. Martini are with
Link,.Gorman & Co., 208 South
La Salle Street, . : ‘ :

“King Merritt Co. Adds

*(Bpecial - to THE FINANCML CHRONICLE)

ST. LOUIS, MO.—~Jack E. Barth.
and Edward. B, Taff are with King
Merritt & Co., 408

Olive Street,

| THE COMMERCIAL & FINANCIAL CHRONICLE

The ERP Agreements—A New International Era

By ERNEST A. GROSS*

[Legal Adviser, Department of State

~-Holding  system of bilalprél agreements under Europ
. in our relations with Europe and

L1 State Department spokesman. lauds aid progr A
‘“areas in the country, but the company- is.over-capitalized and nothing|" - P P pds a PrOgEAM.
“hasbeenpaid on preferred and common stocks for over a decade; The!| -

Queens;Bo‘rough Gas &i ...

‘ments of participating nations,,

El

Program prior

of billions and.

\can be the means

It is fitting that an Association of law

ean Recovery Program will'introduce a new. era
for genuine: economic cooperation and recovery,
s instrument of world stability,
and stresses promoting internal ‘monetary and financial stabilization,

yers which sponsored - the -European Recovery
to its.adoption by the Congress, should be the
of a vital phase of the Program now. abou

Outlines commit-

first to hold public discussion

t to get under way. Certainly, the expenditure

the  provision ;
.of ‘a.vast. ton-
nage. of .'sup-
plies ' moving

.across the seas:

is’ thought of; ‘|
by many of.
LO'U'T ‘citizens,
as "the whole
:of {The: Mar-=
shall Plan.” A

| 'giant” market,

with' 'som-e
goods ‘marked :
“free” ‘a'n-d.;
others “loan;”
although
frightening ;
by ‘its size, makes a ready mental
image. But the ERP is a Recovery
Program,*not a grocery business.
And the spending of billions, and
the -moving of 'supplies through
unending pipelines of ‘warehouses
and ships-is not unprecedented;
it has: happened on an ‘unimagin-=
able scale twice in our own life-
time, but the objective each time
was Victory in War, not Recovery
in Peace.

Ernest A. Gross

_ The vital phase of the Program |

now about to get under way, to
which I have referred, is the sys-
tem of bilateral Agreements which
next week will introduce a new
era.in:our relations with: Europe:
These . Agreements, unique in the
history of dealings between
modern states, can be the machine

be as follows compared with cur- |,

for genuine. economic cooperation
and recovery, or they can be the
instruments .of deep.international
rancor and friction. It is for this
reason -that the problems: these
Agreements will create should be
discussed candidly now, and that
they should be discussed by

. *An address by Mr. Gross before

the New: York State Bar Associa-
tion’s Midsummer Meeting, Lake
Placid, N. Y., July 2, 1948.

lawyers; trained ‘to the legal tradi-
tion of interpreting agreements in
the light of their objectives and
applying the rule of reason and
the: eommon-sense  test of good
faith., ; : :
The Agreement between the
United States and each’ partici-
pating European ‘country crystal-
lizes "the’ basic ‘purpose of the
Program: we shall help European
nations to help ‘theniselves to re-
covery -in such a way as to.. be-
come ‘independent of outside as-
sistance;" ‘Lest (there be  any
misunderstanding of the. sincerity
of our professed objective in this
regard, each Agreement explicitly
sets this forth at the very outset.
In solemn covenant between our-
selves and each .sovereign. Euro-

| peans participant, we: thus. refute

the charge frequently- made by
opponents: of - the- Program, and

' keynoted by ‘the-declaration
-adopted at the first meeting of the

Cominform that the Marshall Plan
is but the European subsection of
a_general United- States plan-for
global expansion: - - - s

The Agreements crystallize the
conditions’ of our assistance -as
well as. the purpose ‘of ‘the Pro-
gram. The legislation itself pro-
vides that the continuity of as-
sistance provided by -the Unitec
States should, at all times, ‘be
dependent upon continuity’ of co-
peration” among the participating

Cooperation

However, the United States was
neither a member of the European
C_ommittee nor.a- party to its re-
ciprocal pledges. That Committee,
and its successor, the Organization
fpr European: Economie Coopera-
tion, has been and will remain an .,
organization of European: coun-
tries dedicated to “close and lasi-
g cooperation” as well as fo the '
‘immediate task of developing and
carrying out a joint recovery pro-
gram.’' I use italic, ‘as well as
quote, the phrase “close and- lasi-
g cooperation,” from the Charter
of the Organization, ey
"~ It will be apparent that al-
though the Organization for Eure-
pean Economic Cooperation could
be born and even perhaps, survive,
as an organ of lasting European
cooperation  without temporary
United States economic assistance,
it ‘could not possibly serve its ‘es-
sential immediate purpose of ac-
complishing a recovery program
'without' the ingredients for Euro-
pean recovery. The dollar trans-
fusion ‘is:no more act of charity:
it'is a gift of life itself. More than
that, as the Senate Committee ‘on
Foreign Relations said in its Re-
port, “free institutions and genu-
ine independence cannot perish
in Europe and be secure in. the
rest of the world.” ;
But the American people—all of

Organization for Europein

countries. But “cooperation’ is a
rubbery yardstick, as.the-usages
of . police states makes ' clear.
Hence, - the.. democratie - govern-
ments, genuinely desirous of find-
ing effective measures of self-help
and mutual aid in order to achieve
recovery, met together and ex-
changed pledges ' among each
other, which -were embodied in
the .historic Report .of. the Com-
mittee  for' European ZEconomic

Cooperation, September, 1947,

us — are -tired of generalities,
sceptical of slogans, and above all,
fed up with rathole relief. The
Executive branch of the govern-
ment in' submitting the Program
and the Legislative .branch in ap-
proving it insisted, in the words
of the House Committee on For-
eign Affairs-that “primary em=
phasis” must be placed “on en-
couraging - the participating na=-
tions ‘to’ help thémselves and each
. (Continued on page 29) o

Dated July 1, 1948

OTIS & CO..

(INCORPORATED)

v,‘]uly 22,1948

This announcement is not an offer t0'sell or a solicitation of

The Prospectus may be.obtained in any

The offering is made only by the Prospectus,

$11,000,000

New England Power Company
FirSt"Mortgage' Bonds, Series B, 3%, due 1978

-+ Price 100.99% ana accrued z}zteréy_f

HALSEY, STUART & CO. INc. -
. _WM.E.POLLOCK &CO,, INC.

,':C'LAYTQN.SECU.BITIESCOEPORATIQN MULLANEY, WELLS & COMPANY
SINGER, DEANE & SCRIBNER
FAUSET, STEELE & CO.

TH

an offer fo buy these securities,

State'in which this announcement is circulated from only such
of ‘the undersigned and. other dealers as may lawfully offer these securities in such State,

HAROLD E. WOOD & COMPANY

Due July 1, 1978; _

OMAS ‘& COMPANY

e

gitized for FRASER
p./fraser stlouisfed.org/.
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Hum Drum, Everyday Facts
® “United States Steel is greatly concerned over
the ever-increasing cost of producing steel. It tried
last April to aid in halting these continuing in-
creases in costs, but failed to accomplish its aim,
; “Coal ‘costs, ‘which play ‘an

important part in the cost of

. producing steel, have recently

increased - substantially. Rail-
< .road freight rates have gone up. .

four times since Jan. 1; 1947, .

“More- than--four tons  of

~o:raw, materials ‘must ‘be assem-

~'bled to produce a single ton of
" steel, o.transportation costs are :

‘of . real: importance in steel-

making. These four freight in-
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wout 7% of the total natural gas
marketed production.”

Other Industrial Uses

Among the “other industrial”|
uses of natural gas, there were ap-
proximately 35,100 industrial con-
sumers ‘in 1946—an increase of
3,300 from a year earlier, accord-
ing ‘to the analysis. No strictly
comparable figures are available
for 1947, but preliminary reports
of the American Gas Association
reveal a rise to 37,000 users.

Approximately 1 billion cubic
feet of gas were reported used fo1.
domestic purposes ‘in 1946, ‘It 'ic
estimated that theré were 9,896,50:
hYomes using natural gas.in- thc
United States at the end of 1947

Lazard Freresls

Sees Conlinuation of High Level Activity

Dr. Jules Backman points to tax reduction, Marshall Plan and
rearmament as giving longer life to prevailing factors in business
L boom.

The tax reduction, the Marshall Plan, and the new armaments
program, when added to: prevailing favorable factors, assure a con-
tinuation of high level activity, Dr. Jules Backman, Associate Pro~
fessor of Economics at New York University’s School of Commerce,
Accounts, and O
Finance, told
t’h e ‘National
Retail Hard- '
ware' Associa-
‘tionat the
Haddon - Hall
Hotel, Atlantic
City ‘on July
July 13, 1948).
‘These de-,
velopments
have. reversed

| before: has -an immediate postwar
/| boom been sustained for so long
|-a::period. “We  have  just com=
-|.pleted "the 85th month ‘of high
postwar prices,  After World . War
| I.the period of high prices lasted
/| for..18 months: and- then- declined
:|'very :sharply... After each of-the
| three ' earlier -major wars: thig
/| country- experienced: from 1800 te
11:1941 sharp wartime postwar rises

. creases have ‘added many mil-
lions of dollars to the freight

Benjamin F. Fairless

of raw materials -

States Steel. :
! 7 *

Sk

charges on: the 80 million tons
required - annually by United

*

“Now follows a further very substantial direct
increase in our employment costs as a result of the
new wage and salary increases by our steel-pro-
ducing subsidiaries, on top of the higher costs in

our coal operations.

“United States Steel can only pay these in-_

creased production costs

out of the money it re-

ceives from the sale of its products.”—Benjamin
F. Fairless, President, United States Steel Corp.

Simple truths, simply
pervasive!

told! And as vital and as

e

Yet what politician in this political year has

ventured to refer to them?

[1¥

Holds Proved Re‘series of Natural Gas Wili Last

Thirty

Years

Says discoveries of new fields are expected to boost future supplies, *
Nearly 27 cubic miles, or about 4.4 trillion cubic feet of natural

gas were consumed-in the United

States last year, according to an

analysis of the supply and utilization of natural gas which has just
been completed by the National Industrial:Conference Board. The

quantity of gas, weighing about?®
106 million tons, has the heat
value of “approximately 175 mil-
lioP tons of coal.” :

Gas Reserves Large

Proved reserves of natural gas
at the end of 1947 ~re actimated to
be 165.93 trillion cubic feet, the an-
alysis points out, while a year earl-
ier they totaled 160.58 trillion.” “In
other words, gas reserves. - in-
creased 5.35 ftrillion. cubic feet
despite net production of 5.6 tril-
lion cubic feet in 1947. At this
rate of consumption our presently
known reserves would last about
30 ‘years. Additions to reserves
either from discoveries of new
fields or from additions and ex-
tensions of known fields, however,
continue to boost gas supplies.”
| In 1925 gas reserves were. esti-
mated at 23 trillion cubic feet.
“But between 1920 and 1946, the
cumulative consumption of na-
tural gas amounted to 51 trillion
cubic feet, not including the tre-
mendous volume of wet- gas
burned in the air.”

Utilization of Natural Gas

| More than a trillion cubic feet
of natural gas were used in 1946
for repressuring oil wells, it was
‘pointed out. This, the analysis ex-
‘plains, is a process used to in-
drease recovery by forcing the
crude oil through the sands to the
bottoms of  oil-producing = wells.
More than 900 billion cubic feet
are estimated to be lost by flar-
ing gas, by blowing it off into the
air and by transportation -losses.

Production and Uses of Carbon
Black

More than a third of the mar-
‘keted gas was used in oil and .gds
fields and in the production of
carbon  black, according to the
sanalysis.,
.- Carbon black plants account for

g larger part of natural gas con-

pigitized for FRASER

bttp:/Hraser,stlotisfed.orgl

sumption” than any. other single
industrial use except field opera-
tions—in 1946 about 478 billion
cubie feet, or‘an increase of 38%
over.1939 and nearly ninefold in-
crease over 1919.

Carbon black similar to its prime
source, natural gas, has many uses,
the analysis points out. ‘“Rubber
far overshadows all others. In fact,
the growth of rubber manufacture
with the rise in‘'automobile pro-

{uction is -reflected in ~carbon
black demand. Rubber-and rubber
products account for about 95%
of total carbon black demand.” It
is noted that standard’6.08-by-16
four-supply tire requires' nearly
five pounds of carbon. black if it

is made. of  synthetic rubber and|.

about three and one-half pounds
»f carbon black if it is made from
natural rubber.

Petroleum Refineries

Petroleum refineries within the
confines of the producing states
or adjacent to the gas fields have
a “huge appetite” for natural gas
(some 331 billion cubic feet in
1946), according to the analysis.

During - World War- II, it is
pointed out, refinery use of na-
tural gas rose from 148 billion
cubic feet in~1941 to 338 billion
cubic feet in 1945, “In 1946, the
first postwar  year, their use of
natural gas dropped to 331 billion
cubic feet. This represents the first
decline in natural gas use by re-
fineries since 1939.” ’

Electric Utility Generation

While natural gas plays “a
minor role” in electric power

generation, the analysis continues,
the use of natural gas. instead of
coal as a steam-boiler fuel for
electric power generation consti-
tutes one of the largest single uses
for pipeline ‘natural gas..“Use for
this purpose in 1946 amounted to

100 Years in Business

Lazard Freres, founded- in' New
Orleans .in July, 1848 by three
brothers from Lorraine,France,

selebrated ' its: 100th  anniversary;

on July 15.: Shortly after the:dis-

zovery of gold in California; the

aew  firm transferred : its - head-
juarters to San Francisco. . The
irm expanded’ establishing: affil-
‘ates in Paris and London, Lazard
Freres et Cie and Lazard Brothers
& Co., Ltd. The New Yeork offices

were opened in 1880,

H. K. Kelley Joins
Finley.in Cleveland

CLEVELAND, OHIO—H. Ken-
iall Kelley has become associated
with Finley & Co., Union Com-
merce Building, members of the
Cleveland Stock Exchange, as
vice-president. Mr. Kelley has had
long experience in the investment
“ield, before the war being treas-
arer of the First Cleveland Cor-
poration. He entered the army in
1941 . serving as Tient.-Colonel
antil the end of 1945. "

Havener, Gill & Go.
Being Formed in NYC

Havener, Gill & Co., a new New
York Stock. Exchange - member,
firm, will be formed on July 29
with offices at 52 Wall Street,
New York City, to act as stoek
and commodity brokers. Partners
will be Paul W. Havener and Rob-
ert Lee Gill, the Exchange mem-
ber, general partners, and Felix V.
Havener and * Henry ' D.' Mercer,
limited partners. Paul W. Have-
ner and Mr. Gill were formerly
partners in Mallory, Adee & Co.

Trubee, Collins & Co. |

To Admit Two Parlners

BUFFALO, N. Y.—Trubee, Col-
lins & Co, M & T Building, mem-

bers of the New York Stock Ex- I

change, will admit Clarence H.
Littell, Jr. and John ‘A: Lautz to

partnership as of Aug: 1. Mr. Lit- |:

tell is manager of the firm’s trad-
ing department.

Donald G, Babbilt Now

With H. V. Sattley Co.|

DETROIT, MICH.—Donald G.
Babbitt is now associated with H.
V. Sattley & Co., Inc., Hammond
Building. Mr. Babbitt was former-
ly with Keane & Company and
Baker, Simonds & Co. In the past
he headed his own investment
firm in Detroit.

Doolittle to Admit

BUFFALO, N. Y.—Doolittle &
Co., Liberty Bank Building, mem-
bers of the New York Stock Ex-
change,. will = admit -Michael .I.
Keefe to partnership as of July-29.
Mr. Keefe has been in the invest-
ment business in Buffalo for many
years, in. the past hoving: heen
-with” Merrill Lynch. Pierce, Fen-

ner & Beane and its predecessors.

thecaution”
which de-=
veloped ‘with -
the declinein
food prices
last- February.
Lower ‘income taxes - will mean
more ‘money - available to buy
goods ' currently,  The' Marshall
Plan will ' mean a sustaining of

Iulu_ Backman -

export surpluses which. otherwise|

would have ‘declined significantly
below the record level of 1947,
Dr. Backman pointed out that “In
evaluating the proposed expansion
in- armaments, comparisons with
1940 have little . significance. At
that time, the substantial volume
of idle machines, and unemploy-
ment made it possible ‘to super-
impose a large armaments pro-
gram wupon the economy with
relatively small effects in the
early days.

“Today,”

Dr. Backman con-

‘tinued, “in contrast, such an ar-

mamentg .program is superimposed
upon an economy already oper-
ating at boom levels, an economy
featured by scarcities of man-
power and key materials.  The ef=-

fect, therefore, must be considé¥-
ably more inflationary than it
was eight years ago.” However,
the speaker warned that never

were followed by a major collapse

Jin‘prices. In none of these:in-
|'stances did  prices: decline. either

slowly or . moderately. - While
there is no evidence of such a col=
lapse in prices, the accumulation
of  pressure. becomes - steadily
greater,. Certainly, it would seem
to be ill-advised to speculate with
inventories ‘in light of this back-
ground:

“In. some respects business is
more vulnerable to moderate de~
clines in activity today than to
major declines in the past,” Pro-
fessor Backman pointed out. “This
is, 50 ‘because rising wage and ma-
terial costs have raised  break-
even points in many industries to
the highest levels on record. It
would take much more moderate
declines in ‘activity or'in prices
than in the past to wipe out prof-
its ‘or to convert:-them into losses.
To the extent that “third round
wage -increases have taken place,
this vulnerability has been fur-
ther increased.”

In conclusion, Dr. Backman
said, “So long as the heavy goods
industries continue to operate at
or close to capacity, it is difficult
to visualize any sustained decline
in the overall volume of retail
sales -although particular lines
may suffer from time to time?”.

N. Y. S. E. Reperts Quarterly Loss

But deficit of $97,420 compares favorably with net loss -of
$107,058 in previous quarter.

The condensed: comparative statement of income’and expenses
of the New York: Stock, Exchange and affiliated companies for the
quarter ended June 30, shows a net loss of $97,420, against a net loss
of $107,058 for first quarter of 1948. The net loss for the first half
of 1948 was $204,478.43 compared with $65,104.35 in® similar period .

of 1947, Though income in the .si

x months ended June 30, 1948 ex-

‘ceeded that of the first six months of 1947 by $93 474, the net loss
from ‘operations declined by: $139,374, largely. because of heavier

* "Condensed Comparative State

v _ 1948

SoA T : 3 Mcs.
Income— June
Membership - dues

Other direct charges to -members.
and ber firms

Listing ' fees

All other income

396,76
234,61

miscellaneous outlays. The complete statement is given herewith,
NEW: YORK -STOCK EXCHANGE: AND AFFILIATED.  COMPANIES

ment of Income and Expenses -
+1948 1948 1947
End. '3 Mos. End. 6 Mos, End, 6 Mos, End,’
30 March 31 June 30 June 30

$257.812.50  $257,812.50 © $515,625.00 ' $515,625.00
1,057,933.90

903,228.71 1,961,162.61  1,816.240.88
237,060.00  633,828.37 = 704,009.71
281,844.80 ' 516,458.44  497,692.77

8,37
3.64

$1,947,12

8.41 $1,679,946.01 $3,627,074.42 $3,533,568.36

. Expenses—

Salaries and- wages.
Advertising

Taxes (excl, Federal income tax)
All other - expense ' (other ' than
““deprec. and Fed,  income ‘tax)

165,52
532,36

$1,080,336.36 $995,994.04 32,h76,330.4 ?
30,545 47 0 $1,997,294.58

131,977.01
154,217.75

262,522.48

266,229.17
319,741,59

365,417.86 .
3.19 369,035.85 901,399.0;1 ’700,69355
N

3.84

Excess of income over expenses,
before depreciation and Fed-
eral tax..
Depreciation
Prov. for Federal income tax..

$38,359.55
—135,779.67 —135,779.67 —271,559.34 —269,637.85

$1,908,768.86 $1,€51,224.65 $3,559,993.51 $3.3297?§4.’BG

: iy
$28,721.36 ' $67,080.91 '$204.533'50

~(See Note) oo

Net - Loss

$97,420.12

$107,058.31 " $204,478.43 $65,104.35

" NOTE-~The losses shown'for 1947 ond 1948 A[;er;i-ods do not re !
pertions of the estimated recovery of Federal incomé tax through I}%;s:héagfy!’}g:;iﬁ
L] "(‘ Yy

provisions,

; Buckley‘Bros. to Admit

PHILADELPHIA, PA.— Buck-
ley Brothers, members of the New
York and Philadelphia Stock Ex-
changes, and other leading. Ex-

changes, will admit Touise S, Wil-

1ot “to 'litnited ' parthership *on
Aug. 1. :

Garvin, Bantel to Admit'

Garvin, Bantel & Co., 120
Broadway, New York City, mem--
bers' of the New.York Stock Ex-
change, on 'Aug. 1," will ‘admit
George K. 'Garvin, Jr., to partner-
ship.  'Off ‘the ‘same date A. M.
Garvin will retire from the firm.

R T
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* Pledge Efforts Against Undue Credit Expansion

John W. Snyder, Treasury Secretary, and Joseph M. Dodge, Presi-

dent of ABA, exchange letters in which intensification of coopera-

tive action is promised to control proper use and expansion of
; credit and to stimulate increased savings.

Secretary of the Treasury, John W, Snyder, has released an ex-
change of letters with Joseph M. Dodge, President of Detroit Bank;

also President of the American Bankers Association, relating to need | th

for renewed efforts at cooperative action in fostering a program to
curb undue credit expansion, The full text of the letters follows:

John W. Snyder Joseph M. Dodge

The Secretary of the Treasury
Washington
July 2, 1948

Dear Mr. Dodge: 3

This letter is to express my ap-
preciation for the voluntary cred-
it control program of the Amer-
ican Bankers Association and to
outline the circumstances, familiar
to both of us, which now require
that the effort under this program
be continued without relaxation,

The American Bankers Asso-
ciation credit control program be-
gan the first of this year and has
been pushed actively and aggres-
sively by the Association through
pamphlets and printed material,
group meetings, and by word-of-
mouth of the leaders of the bank-
ing fraternity. Bankers in all
parts of the country have been
influenced by the program and
have screened their loan applica-
tions with added vigilance. The
results have been well worth the
effort. During the first five
months of this 'year, the total
loans of all commercial banks ad-
vanced by only $1,350 million,
while their investments fell by
$3,250 million. As a consequence,
there was a substantial decline in
the money supply of the country
during the period, contributing
materially to -containing  infla-
] gigr;xagy, pressures, B e

As you know, inflationary pres-
sures_still ;continue . serious; but
the Government will no longer
be able to contribute substantially
fo their control by means of an
excess 0of receipts over expendi-
fures. In the fiscal year which
just closed, we had such an ex-
cess of $8.4 billion, On the other
hand, in the fiscal year just com-
mencing, as a result of increased
defense and foreign' aid expendi-
tures due to the tense interna-
tional situation, combined with
the recent tax cut, we shall prob-
ably be unable to avoid an actual
excess of expenditures over re-
ceipts, ;

As a consequence, the Govern-
ment will no longer be able to

retire bank-held debt on the scale
maintained during the last fiscal
year; and bankers can no longer
look to a decline in their inyest-
ments to offset an inerease” in
their loans. A much larger share
of the total burden of controlling
inflation must henceforth lie with
the banks.

" Bearing this in mind, and with
full; realization of the seriousness
‘of the situation, I am taking the
liberty of asking you to reexamine
your , efforts in this field, and
. wheiever possible to increase
them. The responsibility, and- it
is a grave one, must rest with the
self-discipline of each individual
bank, Your effort to jmpress this
upon the banking fraté;mity will

(i

be a real contribution to the.cause
of ‘economic stability. ;
Sincerely yours,
: JOHN W. SNYDER,
Secretary of the Treasury.

Mr. Joseph M, Dodge, President
American Bankers Association
New York, New York
: : L
; ; July 17,1948
The Honorable John W. Snyder
Secretary of the Treasury
Washingtdn, D. C. ;
Dear Secretary Snyder:

Thank you for your letter of
July 2 about the need for con-

tinued effort on-the part of the|

banks to control credit expansion.
Your comment about the volun-
tary program of the -American
Bankers Association is much ap-
preciated. '

I will see that your letter is
brought to the direct attention of
the appropriate officers of the
banks of the Country.

We have had the complete co-
operation and support of the State
Bankers: Associations in carrying
this ' program to the individual
banks through State, group, and
other local meetings. ‘' The scope
of their work has been tremen-
dous, and it has been made ef-
fective by ‘the ready acceptance
of the principles by the individual
bank managements.

However, I am sure we all rea-
lize that the emphasis of the
spring meeting period is over,
The first six monthssof this cal-
endar year have passed and-now
we are going into the second six
months, which is the first half of
the 1948-1949 fiscal year. We can
not fail to recognize the substan-
tial change in the fiscal picture,
which is mentioned in your let-
ter, and that the period ahead of
us will present a test of whether
inflationary forces can be eon-
trolled and ' checked. Certainly
recent events and forecasts sug-
gest that the longer term outlook
can be dangerously inflationary.
- The American Bankers Asso-
ciation and the banks will con-
tinue and intensify their cooper-
ative action to control the proper
use and expansion of.credit, and
will continue to stimulate in-
creased savings.

Again I am urging the banks to
scrutinize credit carefully to the
effect that its use will be re-
stricted to that which stimulates
immediate production and avoids
increasing the pressures on con-
sumption, except in areas of free
supply. Under present conditions
the extension of credit in the
commercial, agricultural, or con-
sumer fields undoubtedly requires
continued emphasis on selectivity,
and restriction to sound.and nec-
essary purposes.

In pariicular I am asking the
banks not to contribute to rising
prices, fictitious values; or false
standards. of living from the use
of credit; to maintain. a general
and consistent pressure for loan
liquidation and the fulfillment of
payment commitments; to watch
.the inventory and accounts: re-
ceivable; accumulations of bor-
rowers; to scrutinize the terms
under = which = borrowers them-
selves  extend  credit; to relate
mortgage loans to sound and rea-
listic “values; and ‘to make con-

sumer credit loans on conserva-|

tive terms, Inall cases the total
obligations ‘of borrowers should
be held: well .within their. capaci-
ties to. pay.: P

.. Also, T am, asking the banks; to
use every, effort to encourage in-

vestment in Government Savings
Bonds and in ‘savings ‘deposit ac-
counts. ‘Savings are. particularly
important because the more saved
now, the more people will have—
and ‘the. less they 'spend, the
greater will be the future pur-
chasing power of their savings
and incomes.
Everyone knows that the fur-
ther prices and debts get out of
line, the greater the probability
of a drastic correction which will
bring severe penalties, particular-
ly to the over-extended borrower.
Individuals, ' businesses, and the
Nation all need ‘stability as much
as or more than they need pros-
perity. ‘Thisis a time in which
we can_ not afford personal or
business : deficits ‘any more than
we can afford Government Bud-
get deficits, ; o

. Our stability can only be main-
tained by a,combination of good
judgment “and 4 deliberate ‘re-
straint, The fundamentally sound
and flexible financial position of
borrowers and banks is the basic
protection for all unexpected fu-
ture economic changes. :

Of course there is no way the
banks can undo the inflationary
forces already in effect or which
may come, into effect from other
sources. Also the present level of
our economic activity and prices
requires substantial uses of credit.
But = bankers acknowledge the
fundamental reponsibility to
maintain sound assets and a sub-
stantial liquidity, and to avoid
credit abuses.

. You can-be assured of our con-
tinued cooperation in meeting the
inflationary problem,

Sincerely yours,

JOSEPH ‘M. DODGE,
* President.

Would Ban Mail Use

CLEVELAND, OHIO—The Se-
curities. 'and ' Exchange ' Commis+
sion has filed a civil: action in
Federal Court “to enjoin  Josiah
Kirby from using the mails to en-
gage in  securities' transactions.
The Commission charged that Mr.
Kirby -had acted as a broker in
New York City in the. last four
years without registering with the
SEC. as required by law. As an
over-the-counter salesman, the
Commission said, Mr. Kirby has
sold at least 37 different issues of
stock to 47 persons in transac-
tions involving an estimated $1.-
185,470. : :

Harold Sears Dead
Harold C. Sears, limited part-
ner in Draper, Sears & Co. of Bos-
ton, died on July 13.

World Bank Announces Full Disbursement of
. -Loans-to Holland and France

The entire proceeds of the $195,000,000 loan to the Kingdom of
the Netherlands have been disbursed, it was announced on July 19
by John J. McCloy, President of the International Bank for Recon-
struction and Development. The loan to the Netherlands served to

finarice the ¥
following
equipment
and ‘raw ma-
terials: cargo
vessels a'nd
tankers, $40.2
million; vari- -
ous equip-
ment, $64.8;
coal, $15 mil-
lion;  non-fer-
rous metals,
$10 million;
feeding
grains, $25
million;  roll- ! 14 ;
ing mill prod- - * John J, McCloy |
ucts, $25 mil- TR
lion; lumber, $5 million; raw ma-
terials for the building industry.
$5 million; and fertilizers, $5 mil-
lion, J

The major part of the loan
namely, $121 million, was dis-
bursed for purchases made in the
United States, and the balance o'
$74 million was spent in othei
countries of Europe and. South
America. The proceeds of the
Swiss Franc bond issue, disbursed
by the Bank to the Netherlands
as part of the original loan agree-
ment, -was utilized to finance the
purchase by the Dutch of equip-
ment in Switzerland.

In accordance with its general
policy of supervision over its
loans, the Bank is in the process of
ascertaining the specific uses of
the goods financed out of its loan
to the Netherlands, thereby en-
suring that' they are beingem-
ployed only for purposes eligible
under the loan agreement.. =

Information so far received from
the Bank’s field .represemtatives
indicate that the principal recip-
ients of Bank financed coal were;
gas works, railways, heavy in-
dustries, and food processing in-
dustries. Reports on' rolling mill
products and non-ferrous metals
indicate deliveries for use by the
shipbuilding and food- processing
industries. The main beneficiaries
of miscellaneous equipment were
the metal industries, shipbuilding,
bicycle’: mahufacturing, ' textile,
transport’ and ',’cofnmunicétioné,
and agriculture,

As was previously announced,
the $250,000,000 loan to France has
also been completely disbursed.

bourg, approximately . $8,500,000
has been disbursed to date; and
approximately | $16,500,000 ' of the
$40,000,000 loan to Denmark.

Rustralia to Cut
Dollar Expenditure

Australian - trade, with ‘dollar
countries may be even further re-
stricted  althgugh :imports  from
North Americd are already ‘cut t¢
essential commodities. ; This pos-
sibility was ‘admitted July <14 by
the Acting Treasurer, John - J.
Dedman, when commenting on
Prime Minister Joseph B, Chif-
ley’s broadcast from London that
the Australian Government was
prepared to take appropriate ac-
tion, however drastic, to save dol-
lars, . Mr, Dedman said Australia
had an obligation to the rest of

the sterling area to restrict dollar

expenditure to a minimum. She
would honor that obligation. The
Government so. far, received no
official advice, but: the position
had worsened to an extent that
would require a revision of future
dollar plans. He added that Aus-
tralia’s dollar requirements were
roughly twice the amount earned.
Always in the past this deficiency
had been met by, the Empire dol-
lar pool.

Curb 5 & 20 Dinner -
“Twenty-five “members = of thé
New York Curb Exchange Em-
ployees: Quarter ' Century Club
enjoyed a short dinner July 15 at
the East Pojnt. House in Freeport,
Long Island. The dinner was ten=
dered the club by the Exchange in
honor of nine new members ad-
mitted during the past year. :
Honorary club members Fran-
cis. Adams Truslow, Curb Presi-
dent, Edward C. Werle, Board
Chairman, - and Andrew  Baird,
Vice-Chairman, were present, ac-
cording to.Louis: R. Burgers, club
president. Mortimer Landsberg,
president of the Curb 'Members’
Five and Twenty Club, was also

a'guest,

Lee Rand & Co., Admits

Edward J, Bauman is now a

Of the $12,000,000 loan to Luxem-

partner in Lee Rand & Company,
30 Broad Street, New York City:

July, 1948,

AMES, EMERICH & CO., INC.

This advertisement is neither an offer to sell nor a solicitation of an offer to buy any. of these
securities. The offering is made only by the Prospectus.

56,000 Shares

 Kent-Moore Organization,fInc.
| | Common‘ Stock, $1 Par Value | -
Price—$7.50 Per Share

Copies of the Prospectus may be obtained from such of the undersigned
as ‘are registered dealers in securities in this State. :

GEORGE A. McDOWELL & CO.
BUCKLEY SECURITIES CORPORATION
SILLS, MINTON & COMPANY, INCORPORATED

¢
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Reports Progress in Low-Income Families Home
o Ownership ,
U. S. Savings and Loan League gives highlights of survey of loans. -
made since V-J Day. Bodfish, Chairman of U. S. Savings and Loan-

League, says home construc

tion is cracking backbone of housing
shortage. ‘

. More evidence that private-home-ownership is within the: reach
of many low-income families today is furhished in a -report by the

U. S: Savings and Loan League,

trade organization for more than

3,648 thrift and home-financing ‘institutions. The report: was based

on a survey®

made by . the
League in
connection
with ' its -~ re-
cently - inau-
gurated drive
among its
members to
concentrate
available
credit on new
homes priced
between = $4,-
000 and- $10,-
000. One of
the intended
aimsof the
i drive'is to re-

lieve price pressures on existing

homes, 1

The - League’s = report,. covers
loans ' made before the war and
since’ V-J Day to families-of low
income by savings and: loan asso-
ciations in 23 cities with popula-
tion ranging. from- 10,000 to 2,-
000,000. Highlights of the League’s
‘report-are: . Yt - y

(1) - Families considered in the
low-income’ brackets ‘are paying
$4,471 for an older home today as
compared - with - $3,724  before
World War II. Good properties in
many smaller cities, of course; sell|
for considerably lower prices:than
would the same houses in a big
city. ;

(2):Incomes of families in these
‘groups have risen from a pre-war
figure  of  $137 . monthly4 to " an
‘average ‘of $179today, with the
‘annual  incomes increasing ‘from

~ $1,649 to $2,050. i

© -(3) Average amount of loans to
these - families - has climbed  from
$2,479 to $3,054, a ratio in each
{nstance of one and a half times
the annual income, :

(4) Monthly :loan payments: of
Jow-income borrowers now- aver-
age $27.01 compared -with $21.91
before the war. .

Morton Bodfish

Morton  Bodfish, - Chairman of
the League’s Executive Committee.
which ‘has undertaken the' low-

priced financing program, asserted |

that the survey is another indica-
tion -that the present volume' of
home construction is beginning to

crack the backbone of the pzjese_nt ;

housing shortage. ;

“The figures we-are receiving
from varieus parts of the country
offer ample evidence: that, the
private - honie=building ~ industry,

freed from government controls, is 3

putting up homes: faster than ever
before in our history,” he.de-
clared. - - - . > :
He noted that the survey also
showed that many families now
are buying their own homes with
incomes: corresponding to those of
public housing tenants in govern-
ment housing projects. This dis-
proves the theory that-a govern-
ment subsidy - is. necessary -to
supply housing for persons:of-low
and moderate income, he said.
Particularly  in . the . smaller
cities, he continued, a.high.per-

'centage of the desirable properties

are within the reach .of thrifty
families with' incomes- of. $2,500
‘and under. ; ‘

“It is illuminating to notice.that
of loans covered in the: survey,
only. one in five involves a Federal
guarantee, either under- the GI
Bill-or by the FHA., This is par-
ticularly significant in view of the
frequent: proposals for new -gov-
ernment - guaranteg
Bodfish said, . !

“Obviously, - low-income bor-
rowers have denied :themselves
many temperary: luxuries.in order
to achieve: home-ownership, and
it ‘is*‘heartening to see this em-
phasis ‘'on economy: and ‘self-re-
liance -in: the face:of a widely-
espoused .. inclination - to - depend
upon the government for all tynes

of security.”

Says World Tension Requires Betfer Public

- Understanding of

Economic System

Evans Clark, Executive Director of Twentieth Century Fund, sees
a remarkable increase of activity in field of public affairs education.

Growing tension between Fast and West in international affairs
makes it imperative that the American people should have a better
understanding of their own economic system, says Evans Clark, Exec-
utive Director of the Twentieth Century Fund, in the Fund’s Annual
Report. Reviewing the Fund’s activities in 1947, Mr. Clark says:

“The  overriding ‘ deyelopment of?

the year, of course, was the om-
inous deepening of the differences
between the East and the West—
at bottom due to the-antithesis in
their economic way of life, These
differences raised grave and ur-
sent problems for American  di-
plomacy, both political and eco-
nomic. But théy also urgently call
{or a heightened understanding by
the American people of their own
economic system, a knowledge of
how it works, and. of its sensa-
tional achievements in spite of its
obvious shortcomings.”

One effect of the “restless
peace,” says Mr. Clark; has been
“a remarkable increase of activity
" iu the field of public affairs'edu-
cation. Using the striking war-
time advances in the techniques
of mass communication, the Amer-
ican people are now engaged in'a
great national movement to in-
form -themselves about the prob-
lems which confront them, to dis-
cuss these issues freely and 'to
organize for community action.
Forums, discussion groups, local
and State-wide ‘citizens’ councils,’
edutational programs. of national

programs,’|

| Economic Development;ﬁl...‘formeri

and that Adolf A. Berle, Jr. had
succeeded . Morrig ' E, Leeds: as
Treasurer,

A. Tatistcheff Joins
Merrill, Lynch Firm

Alexis: Tatistcheff, principal
economist with the Combined Raw
Materials Board ‘during the war
and prior to that chief statistician
of .the. Com-
modity Ex-

has joined
Merrill Lynch;
‘Pierce, “Fen-
‘ner & ‘Beane;

New -York
City, members
of the New.
York Stock
Exchange, as
Manager of
its Hide and
Rubber De-
partment, it
has been an-
nounced.

Mr. ‘Tatistcheff was drafted

from the Raw Materials' Board
where he-had charge of allocating
hides, rubber-. and. non-ferrous
metals, to act as senior U. S. Rus-
sian-English interpreter. Mr. Tat-
istcheff-attended ‘the 21 nations
Peace Conference in Paris in 1946,
and as Chief Interpreter for the
Department of State, Mr. Tatist-
cheff "accompanied Secretary of
State Marshall to the Council of
Foreign ‘Ministers. in London. in
December,: 1947, )
L+« ‘Alpheus : C. Beane, .S\irectorvof
the' Merrill Lynch  Commodity
Division, said the appointment of
Mr. Tatistcheff was a consequence
of - the returning . importance. of
free markets in those commodities
in which free trading was sus-
pended during the war. In addi-
tion to ‘Mr. Tatistcheff's experi-
ence in hides and rubber, he was
also chief statistician for the New
York Raw Silk Exchange and
had extensive wartime experience
with-all commodities on the stra-
tegic list. ¢ S

Toledo Bond Club
Outing Big Success
TOLEDO, OHIO — The annual
outing of the Bond Club of Toledo
at Inverness Country Club was

pronounced a:huge success by at-
tending members and guests.

Alexis Tatistcheff

have grown prodigiously during
the past few years and are still
rapidly expanding. ... During
1947 the-Fund has sought in every
possible way to stimulate and co-
operate with this great mational
effort®of the mind and will. Tt
has done so first by attempting to
supply the facts on many of the
crucial issues and to suggest pro-
grams of action in the public. in-
terest to deal ‘with them; and sec-
ond, by cooperating formally ‘and
informally with other public wel-
fare agencies inimproving the
mechanisms through which these
faets and programs are communi-
cated to the public.”

Mr. Clark announced the addi-
tion of five new members to the
Board of Trustees of the Twen-
tieth Century Fund. They are:
Chester Bowles, formerly U. S.
Director: of . Economic Stabiliza-
tion; ‘Benjamin V.. Cohen, <lawyer
and formerly Counselor of the
State Department; Paul G. Hoff-
man, Administrator of the Eco-

mnomic Cooperation - Administra-

tion and formerly President of
the Studebaker Corporation and

bublic ‘welfare: organizations, all

Chairman of“the Committee for

Among the 125 guests were To-
ledo bankers, representatives of
the Securities and Exchange Com-
mission, the Industrial Commis-
sion of Ohio, the State Teachers
Retirement. System and many of
the nation’s investment banking
houses. ~ Cities represented were
Chicago, Detroit, New York, Min-
neapolis, St. Paul, Philadelphia,
Pittsburgh, Memphis, Nashville,
‘Boston, Columbus, Lynchburg,
Va., St. Louis and Davenport,
Towa,

A cocktail party at the Down-

town. Club, Secor Hotel, was held
the night before the outing.
-~ E.-F. Heydinger, Roose & Co.; is
president of ‘the Bond Club of
Toledo. Burt T.Ryan, Ryan, Suth-
erland & Co.,  was chairman of
the entertainment committee.

Firm Name Now -
Knapp & Johnson

CEDAR RAPIDS, IOWA — The
firm ‘name of Knapp and Com-
pany, Merchants National Bank
Building, has been' changed to
Knapp and Johnson. Partners
are Russell F, Knapp, Sam_ S.|
Johnson, and Floyd H. Knapp.

| Senator  Robert M. La‘; Follette, |
Jr., and H. Chr. Sonne, Preésident |
of Amsinck, -Sonne & ' Co. and|
|Chairman_ of . the National Plan- |
ning Association, ‘Mr, Clark also |
announced that Percy S..Brown |
and - William' I.” Myers had" re- |
tired from the Board of Trustees |

change. Jdnc,| -

‘70 Pine Street, |

‘| York University. -He was. for a

| Mr, Doye served as a’Lieutenant

Thursday, July 22, 1948 -

+ CONSOLIDATIONS
NEW BRANCHES

' NEW OFFICERS, ETC.
REVISED H )
o CAPITALIZATIONS

NEWS ABOUT BANKS
AND BANKERS

| At..a meeting of bthe Boafd ‘of
Directors held on - July 14, C. R.
Black, - Jr., - was elected to the

C. R. Black, Jr.

Board of Directors of the’ Grace
National Bank of New York. Mr.
Black ‘is’ President of the 'C. R.
Black,. Jr., Corporation and’-a
member of the Board of Directors
of Republic Steel Corporation.

of New York announces that Her-
bert L. Grant, William F., Landriau
and ‘Harold | A. Walsh have. been
advanced from Assistant Secretary
to Assistant Vice-President; .Both
Mr, Grant and Mr. Landriau be-
came -connected with the bank in
1932 through the merger with the
Chatham - Phenix National Bank,

ing career with the Royal Bank of
Canada in 1914, and Mr. Landriau
with the same bank in 1915, Mr:
Walsh: has: been with the. bank
since 1931 haying started with 'g?p
old . Gotham National Bank ’iri
1915. At present all three men
are in the bank’s Business Devel-
opment . Department. Mr. Grant
represents the bank in Southern
New  England and Long Island;
Mr, Landriau in New York State,
and Mr, Walsh-in North Dakota
Minnesota and Wisconsin.

It is - also announced bv the
Manufacturers = Trust Company
that Nathan E. Evans, Angus M.
MacDonald -and Charles F. Mac-
Lellan have beeén "appointed As=
sistant. Secretaries., Mr, Evans
came to the bank in 1918 through
the merger with the Columbia
Bank. At present Le is. in" the
Comptrollers Department and.has
been: Treasurer® of the Manufac-
taurers- ‘Safe Deposit Company
since 1941.  Mr. MacDonald, came
to the bank-in’ 1932 through the
merger with the Chatham Phenix
National Bank.  Mr. MacLellan
became affiliated with the bank in
1940, and after an abserice of sev-
eral years with the Armed Forces
returned to the bank in'1946.

#* o -

A certificate, providing for an
increase in the capital stock of
the Royal Industrial Bank of New
York, at 1134 Broadway, from
$435,000 to $535,000, was approved
by the New York State Banking
Department ~on June’ 30. The
bank’s ‘stock ' has' a ‘par value of
810 each. gkl

Robert “Weed Doye, Assistant
Comptroller: of The National City
Bank of New York, died on July
18 at’ Saranac’ Lake, ' He was 54
years old. ' .Mr. Doye spent most
of his business career as a banker,
having entered the employ of The
National City Bank in 1915 fol-
lowing his graduation from New

%

0

B

time ‘a member of the Foreign
Branch Inspection Staff and trav-
eled. considerably in connection
with his duties. In 19{36‘ he was
appointed  Assistant Comptroller.

Manufacturers Trust Company |

Mr. Grant having begun his bank- |-

in the U S. Army during the first
World War. ~ \ .
S £ % £ .4
Approval has been given by the
New York State Banking Depart-
ment to ‘a certificate of increase
of capital. stock of the Bank of
Rockville  Centre Trust Co., .in
Rockville 'Centre, N. Y., from
$200,000, consisting of 2,000 shares
of the par value of $100 each, to
'$400,000, consisting of 4,000 shares
'of the par value of $100 each.
¢ ~Announcement to: this - effect
was made by the Banking Depart-
ment on July .15.
s E I
| The  First National - Bank &
Trust Company of New ' Haven,
Conn., 1eached ‘its 85th anniver-
sary on July 1. According to the
New Haven “Register” on July 1,
the bank, -organized in 1863 by. -
five meny including Harmanus: M.
Welch, then Mayor of New:Haven,
was the first to apply for a char-
ter under the National Bank Act
of 1863.. The “Register” further
says: ’ R 2
“However;, Dwight L. Chamber=
lain, President -of the New Haven
Bank said today, Jay Cooke [who
helped : finance the = Civil ‘War]
wanted the First National Bank of
Philadelphia to receive the ' first
certificate; and because of his: ef=
forts on ‘behalf of the Union prior
to and during the Civil War, the
local bark withdrew in his favor.
“The New Haven Bank was the
second to be chartered:in the na<
tion, and the first:in New Eng=
land, and-opened its doors for: the
first time: July 1, 1863, From a:
capital -investment :.of  $300,000;
and a one-room business office in
Chapel-Street then, the bank-had
assets of more than $1,500,000 by
1895- when' it opened- its. 10-story
building on Church Street. Todays
it has deposits of more than $69,~
000,000 B

P i

George J. Bassett, President of
the: Connecticut Savings Bank. of
New. Haven, Conn, was: elected
Chairman of the Board at the re-
cent annual meeting, while Carl
G. Freese, heretofore Vice-Presi-
dent "and Treasurer, was made
President. and 'Treasurer.: . The
Hartford “Daily Courant” of July
15, reporting these changes, said
that Mr. Bassett, who was Bank
Commissioner for: two terms, re=
tired from that post in:1933 to be-
come President of the bank, The
“Courant” also said: o

“He has been President of John
E. Bassett and Company for more
than 50 years. He has served as
President of the Connecticut and -
National Associations of Mutual
Savings-banks.

" “Mr. Freese, who spent most-of
his busines life with R. L. Day & -
Co., became Vice-President of the
bank in 1944." He has served as
President: of the National Associas
tion  of Mutual Savings Banks:
Other statf promotions:. Assistant
Treasurers’ Harry H. Owen' and
Allen R. Carmichael to be Vice-
Presidents;’ Assistant - Secretary -
Carl G. Rosenquist to be Assistant =~
Treasurer, . . L
‘ #*© 0 B
‘The capital of the National Bank
of Palisades Park, at  Palisades
Park, N. J., was increased; effec~ @
tive June 25, from .$100,000 to
$150,000 through the sale of $50,- -
000 of new ‘stock..: >

5

% "'
Emmett O’Neill, an: organizer
and - former President of the
Frankford Trust Co. of Philadel~
phia died on July 11. He was 98
years of age, In an account of his.,
activities, the Philadelphia “Evens
ing Bulletin™ of July 14 stated: -
“A- resident of Frankford since
1872, Mr.’O’'Neill helped form the

0
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. Frankford Real Estate and .Safe
“Deposit- :Co:; - as ~the  Frankford
Trust Co. first was known, in 1888,
He was a director of the firm then,
became Vice-President in 1909
and President in 1913. He resigned
from that . position  in 1925 and
from then until 1942 served- as
Board Chairman,
0 * ®

- Following the acquisition of the
Butler County National Bank' of
Butler, Pai,: by the 'Mellon Na-
tional Bank and Trust Company
of Pittsburgh, the principal: office
of the Butler  Bank' and its
branches at Lyndora,: Harrisville;
Chicora.and Saxonburg, Pa., have
become branches:-of the Mellon
bank, it was stated in' the Pitts-
burgh “Post Gazette” of July 12.
The taking over of the. Butler
bank was approved by the stock-
holders on July- 9:

Dean B. Copeland, formerly:
Vice-President of-the Butler bank,
has been appointed. manager of
the five new Mellon offices, said
the “Post Gazette” which added:

“Elias Ritts, formerly President

Chairman of the advisory commit-
tee for the Butler offices.

-“The Butler bank had total re«
sources in excess of’ $38 000;000 as
qf June 30.” .

The remgna‘uon of Earl K Shaw
as First Vice-President and direc-
tor of the First National Bank of
Erie, Pa.,and the election of three
new  Vice-Presidents; was " an-
nounced on July-14, it was stated
in Erie advices appearing -in the
Pittsburgh -“Post Gazette” which
added that Roy G. Mauer, L. V:
Ahrens and  C. J. Heimberger
were promoted to Vice-Presidents.
. Harry G. Meem has retired as
. President-of the Washington Loan
& Trust Company of Washington,
D. C.; following 57 years of con=
tinuous service with the institu=
tion, it was stated in the Washing-
ton “Post™ of July -2, in the col-
umn - conducted by S.. Oliver
Goodman. It is announced. that
Mr. Meem- will continue as a di~
rector and a member of the exec-
utive and trust committees. With
Mr. Meem'’s: retirement, Alfred H.
Lawson was elected to succeed
him as President and Charles H.
Doing was named Chairman of the
Board. Mr. Lawson was heretofore
Second Vice-President ' of.  the
company; he. joined the institu-
tion in 1923. Mr. Doing, the new
Chairman, formerly was First
Vice-President of the trust com-
pany. Associated with the Wash-
ington Loan & Trust since 1900, he
is a director and member of the
executive and trust commxttees

~An aadmon of $100 000 to the
capltal of the First National Bank
of Mishawaka, Ind., through a
‘stock dividend of that amount, has
served to -increase the common
capital = effective  July - 2 from
$400,000°to $500,000,

Ernest P. Crossen, with the In-
vestment Research Department of
Chicago - Title - and . Trust Com-
pany of Chicago, Ill., since May,
1946, has been appointed Assistant
Treasurer. A native of Canada,
Mr. Crossen- was graduated from
Toronto University - and  Colum-
bia University School of Business.
He is a veteran of both world
wars. Ai the time of his discharge
as Lieutenant Colonel following
World War II in January,. 1946,
he was Chief of the Foreign In-
stallations Section "of the Army
Air Forces. Mr. Crossen formerly
served'as manager of ‘the Statis-
tieal 'Department of Bongard &
Co. of Toronto and manager of the
field ' 'staff in ‘the midwest for
Standard and Poor’s Corporation. -

& £ £ X

Oft July 14 the stackholders of
the Detroit Bank, of Detroit, Mich.
ratified the proposal of the dlrec-
iors to increase the common capi-

al stock  by. 50,000  shares—par
value '$20 a share Shareholders
on warrants were given the right
to subscribe at $60 a share on the

basis of two shares for each seven :

held: at. ‘the close’ of : business on

‘July 14, ' The warrants will expire
‘Aug, 3. Unsubscribed stock: ‘will:

be underwritten by a group head-
ed by Tirst of Michigan Corp. and
Watling, Lerchen & Co. -

As indicated in our issue of
July 1, (page 23) the present com-
mon capital of the bank is $3,500,-
000, while its preferred stock|
stands at $3,700,000.: The proceeds
of the new stock, it is'stated, will
add: - $1,000,000 to - the  common
stock and $2,000,000 to the surplus.
.

The Fourth National Bank of
Tulsa, Gkla., increased its capital
effective July 30, from $300,000 to
$400,000 through stock dividend of
$100,000.

s R "

The capital ‘of the: First Nation-
al Bank & Trust Company of Mus-
kogee, Okla., has been increased
from- $400,000 to $500,000: by a
stock dividend of $100,000. The

£ #

new capital became  effective July |
-| 7, it is learned from' the July 12

'Bulleti f th ffice .
of the Butler bank, ‘will serve as| ulleti Wit She (IS UL W9

Comptroller of the Currency.
Ed % &

Bryce F. Johnston resigned as
Assistant Vice-President of -the
First - National - Bank ‘of Kansas
City, Mo., to become ‘a Vice-Pres-

ident of the Traders Gate City |

Bank of Kansas City, effective
July 15, it was stated in the Kan-
sas Clty “Star” of July 13. The
same paper said that before enter-
ing the army  Mr. Johnson -was

'with the City National Bank and

Trust Company.

i E 5 F

,Richard B. Barton; President of
the National Bank of Commerce,
in Memphis, Tenn, died on July
12. Mr. Barton was also a factor
in the cotton firm of F. G. Barton
Cotton  Co., established ' by his
brother Frank, it was stated in the
Memphis “Commercial Appeal” of
July 13, from Wthh we also
quote?

“Mr, éarton Jomlng hls brother
in 1907, became President of the
firm in 1924, and ‘in recent years
had been Chairman of the Board.
He was the 1926 President of the
Memphis Cotton Exchange. -

“He became a Vice-President of
the Bank of Commerce in 1927
and when the National Bank of
Commerce in Memphis was or-
ganized in 1933, Mr. Barton be-
came Ixecutive Vice-President,
followed by the Presidency seven
years later.”

Mr, Barton was 67 years of age
at. the time of his death.

& Ed W

C. B. McManus, President of the
Georgia Power Company; was
elected a director of the First Na-
tional Bank ofi Atlanta, Ga., .on
July-13. In the Atlanta “Consti-
tution” it was stated that: ;

“Mr., McManus became Presi-
dent of the Georgia Power Co. last
November  to succeed the late
Preston S. Arkwrlght Jr. He first
came to the Georgia Power Co. in
1927 from the Alabama Power Co.
In 1945 he became assistant to the

President ' and a member of the|-

Company’s Board of Directors. In
electing Mr. -McManus to - the
board of:the bank, the directors
also ‘designated the following as
Assistant Cashiers: Benjamin
Shields  ‘Barnes, Jr., Virgil D,
Jones, Ben Audrey Pelot and Gra-
ham Wright, Jr.

3 L "

W. J. (Fred) Hoopes,
President. of the. Mercantile Na-
tional Bank at Dallas, Tex., died
on July 5. He was 73 years of age.
Mr. Hoopes formerly served as
President of the Texas Bankers’
Association, and, it is learned
from. the Dallag “Times Herald”
was the first Cashler of the Fed-
eral Reserve Bank of Dallas. He
likewise ‘served- as Secretary of
the Texas Bankers Association for
nine ' years,
Treasurer of the Amerlcan Bank-
ers’ Association; as well as having
been a member of the Executlve

Council of the ABA St e

Vice-| -

and ‘was a. former |

Wllham Heuer; Jr.;:former Ex—
ecutive Vlce-PreSIdent of _the
First Bank and Trust Company,
South Bend, Ind.;, has been elected
Vice-President of California Bank,
Los Angeles, Cal.; Frank L. King,
President, announced. A graduate
of ‘the University’ of Towa Law
School, Mr. Heuer. entered bank-
ing in 1930 with the Continental
Illinois National Bank and Trust
Company, : Chicago, joining ' the
First: Bank- and' Trust Company
staff four years later. He was
elected Executive :Vice-President
of ‘that institution in September,
1946, shortly after his return from
three years service in the Army
Field Artillery where he served
as captain in the New Guinea and
Philippines campaigns  and  was
awarded the Bronze Star. Mr.

| Heuer is a member of the Robert

Morris Associates and the Nation-
al Association of Cost Account-
ants !
* £3 L

N. ‘W. Chisholm, London Man-
ager of the National Bank of In-
dia, Ltd., has been appointed Dep-
uty General Manager of the bank.
William Kerr, Inspector ' of
Branches, " has.. been appointed
London Manager. k-

H. R. Ashbrook Dead

H.  Raymond. Ashbrook, retired
investment broker, died in Cin-
cinnati at the age of 74. '‘Mr, Ash-
brook, a native of Covington, Ky.,
entered the employ  of Claude
Ashbrook ‘& Co., owned by his
brothers, in 1903 He opened a
branch office for the firm in To-
ledo in 1904, bought the branch,
and later rejoined his brothers in
Cincinnati. ‘In 1916 he became a
member of the firm, which ceased
operations in 1939 when he re-
tired, his brothers both having re-
tired from the firm some years
previously.

R. J. Hale in E. Aurora
EAST AURORA;'N. ¥, — R. J.
Hale is engaging in a securities
business from offices at 303 Olean
Street. In the past he was in the
investment business in East Au-
rora.

Carl T. Weber Co. Opens

ROCHESTER, N. Y. — Carl T.
Weber is engaging in a securities
business from offices in the Pow-
ers Building, under the firm name
of The Carl T. Weber Company.

Warns Commercial Banks on Realty Loans

Maple T. Harl, of FDIC, counsels caution by banks because loans
are made dunng a penod of high prices and cover long periods.
Commenting on a tabulation of real estate loans made by insured

commercial “banks during the years 1945-1947, inclusive, Maple T.
Harl, of the Federal Deposit Insurance Corporation, sounded a note

of oautxon against undue expansmn
“Real estate

of this form of credit

loans of in-
sured com-
mercial banpks
doubled be-
tween the end
of 1945 and
the end of
1947, .Chair<
man Maple T.
Harl observed.
The largest
relative in-
creases 0C-
curred in the
States of the
South and’
West. For the :
2-year .period
from the end of 1945 to the end
of 1947, the amount of real estate
loans outstanding at insured com-
merical banks  increased more
than 200% in Oregon, Montana,
and Arizona and between 150 and
200% ‘'in South Carolina, New
Mexico, Alabama, Nevada,
Arkansas, and Loulslana
Continuing, Mr. Harl stated
“Loans on residential properties
constitute the largest component
of real estate loans, The increase
in this type of loan for the 2-year
period accounted for more than

Maple T. Harl

three-fourths of the increase inj:

total real estate loans of insured
commercial banks, The 2-year in-
crease in residential properties
represented a gain of 105% as
compared with a 56% rise in loans
on farm land and a 98% expansion

in ' loans: ~on other properties
largely commercial and:industrial
properties. The rapid rise in loans
on residential  properties ir the
postwar period has refleeted: not
only ‘the -increaé in construttion
activity but- also the widespread
sale of rental housing to indi-
viduals who have become owner-
occupants rather than renters.”
Mr, Harl likewise stated, “Real
estate loans have become a much
more important part of commer-
cial bank assets in the ' postwar
period.” At the end of 1947, 6%
of the assets of insured commer-
cial banks were invested in real
estate loans: as compared with

proportlon at the close of 1947
varied from 2% in New York to
23% 'in Vermont. In 9 States real
estate loans accounted for more

1'than 10% of insured commercial

bank assets.

“The continued rise in - the
amount of real estate loans held
by insured commercial banks and
their ihcrease in importance in the
bank  asset picture indicates the
necessity for caution,” Mr, Harl
commented. “About half of the
$9 billion of real estate loans out=
standing at insured commercial
banks at the end of 1947 have been
made during a period of high
prices. Since real estate loans are:
made for relatively long periods
of time a decline in. prices an
business activity may affect the

‘quality of 'such loans. The risk

of future losses to the banks, how=
ever, is lessened by the existence
of government guarantee and in=
surance ‘which covers: about two=-
fifths of the real estate loans now
held by insured commerclal
banks.”

Edgington With Staats
(Special to THE FINANOIAL CHRONICLE)'
LOS ANGELES, CAL.—William
L. Edgington has become asso=
ciated with William R. Staats Co.,
640 South Spring Street, members
of ‘the Los Angeles Stock Ex-
change. He was previously with
Pacific Company of Cahforma.

Urbach With Dunbar

LOS ANGELES, CALIF.—John
B. Dunbar ‘& Co.; 634 So. Spring
‘Streét, - announces the association
with the {irm of Bert S. Urbach,
Mr. Urbach' was formerly in
charge of the Pasadena office of
R. F.'Ruth & Company.

With Wheeler & Woolfolk

NEW ORLEANS, LA.— Claude
G. Rives III; has Jomed the sales
department of Wheeler & Wool=
folk, Inc.,, ~Whitney  Building;
members of the New Orleans

only 3% at the end of 1945. The

Stock Exchange

THE PORT OF NEW YORK AUTHORITY

Proposals for-all or none of $7,500,000 of Port of New York
Authority GENERAL AND REFUNDING BONDS of the THIR-
TEENTH SERIES, due serially in annual amounts of $1,500,000 each
on July 15, 1949 and each July 15th thereafter to and including July
15, 1953, will be received by the Authority at 12 o’clock Noon(E.D.S.T.)
on Monday, July 26, 1948, at its office. Each offer must be accompanied

by a certified check or cashier’s check in the amount of $150,000. The
Authorlty will announce the acceptance or rejection of bids at or before
6:00 P.M, on that day.

“Copies of the prescribed: blddlng form, of the Oﬂicxal Statement
of the Authority, and of the resolutions pursuant to which these bonds
are to be issued, may be obtained at the office of the Treasurer of the
Authority, 111 Elghth Avenue, New York 11,N. Y.
THE PORT OF NEW YORK AUTHORITY

HOWARD S. CULLMAN,
‘CHAIRMAN e
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As We See It
(Continued from page 5)
candidate .is of the usual equivocal variety, it would
appear not to block the road. At any rate, we may ex-
press the wish (though we hardly expect to see it) that
" the Republican Congress would meet the Truman “chal-
. lenge” head on, as it were, characterizing much of what
" the President wants as definitely New Dealish, if not
worse, and formulating an unambiguous, constructive
program of its own and enacting as much of it as is
feasible in the short time it has at its disposal before the
coming election. ;
Why?

Certainly a Republican Congress may well ask why it
should take 'a’ “package” of legislative proposals from a
Democratic President and proceed with dispatch to place
them upon the statute books in order to prove that it is
worthy of the confidence and support of the nation. The
outside observer finds it difficult not to inquire whether it
would not be quite possible to reason from such action that
the Democrati¢ Party, not the Republican Party, is more
entitled to confidence — and that the Republican Party is
aware of the fact. If the majority in the present Congress
must look to the leader of the minority in that body for a
program, then why should not the master mind in the White
House have his own party to support him at the other end
of Pennsylvania' Avenue — assuming, as does not appear
to be altogether true, that his party would support him in
his own personal notions of what is good for the country.

The fact is, of course, that notwithstanding all that
has happened during the past two or three years, and
despite repudiation by.some of the ringleaders of his
predecessor, President Truman is a New Dealer. and
nothing else. The program of legislation he would now
force upon Congress is not merely tinged, but saturated,
with the semi-socialistic: philosophy which permeated
the thought and the programs of the Roosevelt admin-
istrations. The proposed measures are paternalistic;

“‘they are definitely totalitarian in their essence; they
breathe the spirit of the managed economy advocates;
they assume that this country has “outgrown” the doc-
trines and the ways of life which have made it the envy
of the world; they, by implication, insist that the people
working through’ their politicians ¢an accomplish” that™

~‘which they are supposed to be unable to do directly for’
themselves; and the whole of it represents a program
which would have made even .Woodrow Wilson gasp
and stare. :
Controls! Controls!

Close to the heart of these proposals is the demand for
power to .control the economic life and, in substantial meas-
ure, the personal life of the people at large. Of course, there
is a certain amount of caution in advocating a program
which has already so dismally failed within'the short span
of the present Administration. They are to be “standby”
controls—i.e., create a situation in which the President, if
he in his infinite wisdom, thinks it wise may give effect to
rationing, to price control and to various other incidental
programs or practices. No one who has cut his eye teeth
can, however, well doubt that the President would very

promptly institute a regime such as that which defeated his
party so roundly in 1946. It is the hope he-is holding out
1o the housewife now so harried by the prices she must pay
the grocer, the butcher and all the others from which she
must obtain the necessaries of life. Having made so much of
it, he could not simply forget the whole matter once the
power is in his hands,

‘ Now, neither in the Republican platform nor any-
B hel:e else can we find one good reason why. the Re-
ublican leaders should not expose this utterly discred-
ited remedy for what is popularly known as “inflation,” -
and flatly.refuse to have anything whatever to do with
| it, Experience has amply and definitely shown that
. controls of the sort that the President is seeking simply
- shut off supply to the legitimate markets, leaving him
who would have the scarcer articles under the necessity
of paying in the black markets much more than the high
price now being charged in legitimate market places.
The professional reformers, and the President of the
United States are repeatedly shouting that prices must "
not be permitted to ration goods in this country, or at
least not the necessaries of life. Whether they know it
or not, or are willing to admit it or not, prices have
| always rationed goods in this and every other country
. where people have done well for themselves through

: :‘l;e years. It is part and parcel of the American way of
ife. Ry s |
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. Face ‘the Issue

This is a good time to face this price situation fairly
and squarely.” The high prices of today are the product of
past economic sins, for the most part. Where this is not the
case they are an inevitable consequence of the policies of
the Truman Administration now so loudly shouting about
the high cost of living and so insistently asking for auto-
cratic power to abolish our difficulties by fiat. We are still
paying large furds out of the Treasury to support the price

‘| of some.of the very things that the housewife must now

buy at unheard-of prices! Assurance is being given the
farmer daily that the prices of the things he has to sell will
not be permitted to suffer. The Government is daily com-
peting in a large way in the labor markets of the nation to
carry on projects which are economically valueless. One
result is to aggravate a labor supply situation which renders
it impossible to resist constantly rising wages — which in-
cidentally appear to be quite acceptable to the Administra-
tion. The Washington authorities have undertaken to pour
almost incredible quantities of many types of goods into
Europe without . receiving much in the way of goodsin
return. Here, along with the inflationary"financing of the
war and the New Deal which came before it, are the causes
of the high cost of living today.

PARTY-—IF ONLY IT WILL!

What an Opportunity!

And the only cure that the Truman Administration can
think of is another large dose of controls!

It would not be in the least difficult to show that
the housing measure — the Taft-Ellender-Wagner bill,
to be specific — suffers horribly from the same type of
infirmity.  And so on with nearly the whole list now
brought forth by the President. :

WHAT AN OPPORTUNITY FOR THE REPUBLICAN

of their deliberations and are a
basis for their conclusions that to
attain real recovery they would
need approximately 22 billions of
American aid during the next four
years.

Independent Studies Made

Five . American . committees
made independent studies of the
subject. This document reports
the findings of a ‘committee of
government agencies headed by
J. A. Krug, Secretary of the In-
terior. This is a report made to
the President on the same subject
by his Council of Economic Ad-
visers. This is the report of a com-
mittee of American businessmen,
appointed by. Secretary- of : Com-~
merce Harriman, and known pop-
ularly as the Harriman Commit-
tee. Here is a compact little 177~
page report by the National Ad-
visory Council on International
Monetary and Financial Problems,
And finally, here is the report of
the Herter Committee — 18 Con-
gressmen who investigated condi-
tions personally throughout Eu-
rope last summer, They were
aided by a staff of 11, 24 consul-
tants and three senior consultants
—Allan W, Dulles, John M. Han-
cock and Julius Klein, Here is the
report of the Herter-Eaton Com-
mittee, which runs to 883 pages.
The State Department set about
gathering statistics =~ through its
commercial attaches, It also en-
listed experts from the Depart-
ments of Commerce, Agriculture,
Treasury and Interior to check on
the program presented - by the
committee of 16 European nations.
Here are nine of the 25 volumes
which contain the findings of the
State Department,
_As a result of all the foregoing,
a bill was introduced in the Con-
gress. These three volumes con-
tain the testimony considered by
the Committee on Foreign Rela-
tions of the Senate, a total of 1,466
pages. These books contain the
testimony presented to the Com-
mittee on Foreign Relations of the
House, 2,296 additional pages. On
a basis of this testimony, the
House and Senate on April 3,
1948, passed the Foreign Assis-

tance Act of 1943. A few days

later, President Truman appointed
Paul G. Hoffman Administrator;

Plans and Procedures of ECA

(Continued from first page)

and on Sunday, April 11, as I was
about to assist in celebrating my
grandson’s fourth birthday, I re-
ceived a telephone call from Mr,
Hoffman requesting that I catch
an afternoon plane for Washing-
ton. r :
You might think that now Mr.
Hoffman . could devote himself
wholeheartedly to the building of
an organization to carry out.the
will of the Congress, as expressed
in this Act. The Congress had
considered this great mass of re-
ports, had listened to the testi-
mony of experts best qualified to
advise it, and had passed Public
Law 472, But not so. Under our
system of government, the sub-
stantive bill does not carry an ap-
propriation but merely an author-
ization for an appropration.
Therefore, Mr. Hoffman and the
staff of ECA have spent much
time during the past three months
before the Appropriations Com-
mittee of the House and of the
Senate, seeking to persuade them
to appropriate the amounts which
the House and Senate had author-
ized for appropriation. It is not
surprising that Europeans were
bewildered when the Appropria-
tions Committee of the House,
after hearing the 1,500 pages of
testimony contained in these two
volumes, proposed that the au-
thorized apprepriation be reduced
by 25% .in the actual appropria-
tion, However, the Appropriations
Committee of the Senate, on a
basis of ;the approximately 700
pages of testimony contained in
this volume, supported the orig-
inal program and on June 28, less
than a month ago, this 7-page Ap-
propriation Act was approved and
ECA was really in business. What
then are our plans for carrying
out the responsibilities laid upon
us by this 26-page Act with the
money made available by this 7-
page Act. All our plans necessarily
stem from the preamble of the
Act which reads: :
“Recognizing the intimate eco-
nomic and other relationships be-
tween the United States and the
nations of Europe, and recognizing
that disruption following in the
wake of war is not contained by
national frontiers, the Congress
finds that the existing situation in
Etrope endangers the  establish-
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ment of a lasting peace, the gen-
eral welfare and national interest
of the United States, and the at-
tainment of the objectives of the
United Nations, The restoration
or maintenance in European coun-
tries of principles of individual
liberty, free institutions, and gen~
uine independence rests largely
upon the establishment of sound
economic conditions, stable inter-
national ‘economic ' relationships,
and the achievement by the ‘coun-
tries of Europe of a healthy econ-
omy independent of extraordinary
outside assistance.” ;

Responsibilities of ECA

The responsibilities of ECA may
be grouped under: three heads.

(1) Those contributing most di=
rectly  to European recovery—I13
of them.

" (2) Those for. the protection of
the United States economy—=14 in
number. :

(3) Miscellaneous — seven. res
sponsibilities.. 2

I am considering today only our
134 responsibilities to Europe,
China is another story,

To promote European recovery
we are directed to:

(1) Promote agricultural pro-
duction in each of the 16 countries,

(2) Promote industrial produc-
tion.

-(3) Assist in the restoration and
maintenance of sound currencies
and budgets, and finances.

(4) Facilitate and: stimulate
trade within Europe and trade by
Europe with the rest of the world,

(5) Encourage American invest-
ments in Europe through guaran-
ties of convertibility of local cure
rencies into dollars.

(6) With the advice of the Na-
tional Adisory Council, determine
whether assistance is to be in the
form of loans or grants.

(7) Negotiate for the retention
in Germany of certain plants
scheduled for removal as repara-
tions, ¥

(8) See that assets and earnings
belonging to citizens of participat-
ing countries, but situated in U. S.
territory, are so far as possible
located by the participating coun<
try and put to approriate use in
furtherance of the European Re-
covery Program,

(9) Encourage the largest pos-
sible  utilization of manpower
within each participating country,
including where possible arrange-
ments with the International Refw
ugee Organization,

(10) See that our commoditiea
are exported first to participating
countries in preference to non-
participating countries, wholly or
partially in Europe,

(11) With the advice of the Na=
tional Advisory Council and the
Public Advisory Board and by
agreement with participating
countries develop programs by
which counterpart funds are used
to promote recovery in the coun-
tries which receive aid in the form
of grants,” When a country ree
ceives a grant rather than a loan,
it must deposit local : currency,
equivalent in value to the grant,
in a fund to be used for recovery
purposes in that country. :

(12) Establish a mission in each
of the 16 participating countries
to aid in developing plans for re=-
covery and. to follow through on
the end use of goods received
through ECA. = e

(13) Make' available to ' Euro-
pean countries American technicat
experience and advice in matiage-
ment and production — iri other
words, export know-how, as well
as commodities, LT

These ‘are the 13 principal ‘res
sponsibilities related to European
recovery. I have not named them
in the order of their importance,
In addition, in order to protett the
American economy 'ECA is:(die
rected to: : g L

(1) Prevent the export of cotle
modities that might put an undue
strain upon our own economy by
creating domestic shortages, !

(2) Scrutinize - carefully all
prices pzid and particalarly to seé
that’bulk ‘purchases made in coun-

tries’outside the United States ara
Ao & ! oty
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not. made at prices: higher than
“those prevailing in' the United
States.

(3) Arrange for the purchase of

' strategic materials from the par-

ticipating nations and their de-
pendencies.

(4) Utilize a' portion of the
counterpart funds for exploration
and development to insure an in~
‘creased supply of strategic mate~
rials,

(5) Refuse dehvery to partici-
pating countries of . commodities
for use in the production of other

. "commodities for delivery to any

“_non-partlclpatmg European coun-
“try . which “would  be ‘refused an
export license for- such commod-
‘ities in the mterest of: natlonal se-
‘curity:

(6). Encourage the use of nor-
Vmal private ‘channels-of: trade,
“(7) Route. at ‘1éast:50% of :all

4 shlpments 0 Europe to ships fly-
ing the American flag. ;

(8) :Obtain’ petroleum products,
as far as possible, from: sources
outside the United States. .

~+-(9) On the advice of the Secre-
tary of Agriculture, assist in the
disposal of our. surplus - -agricul~
tural produets. -

(10) See that of total wheat and
flour- exports not less- than 25%
consist of flour,

(11) All wool must ‘be bought
irom the Commodity Credit Cor-
poration unti] its stocks are ex-
hausted,

(12) The total amount of farm

- machinery, .including * tractors,
that may be exported to partlm-
pating countries during the cur-
rent year must not ‘exceed $75,-
000,000.

(13) The Administrator must
provide for the procurement and
transfer to participating countries
of commodmes contracted for in
good faith prior to March 1, 1948,
where an export license has been
denied or cannot be obtained for
export to non- partxclpatmg coun=
tries.

(14) Of exports of nitrogenous

fertilizer materials or compounds
to non-occupied’ areas, 50% must
come from Army production.
- And those are our 14 principal
responsibilities for the -protection
of farmers, businessmen and con-
sumers in the United States,

Seven responsibilities not quite
so easily classified include the fol-
lowing. ECA must:

(1) Constantly review the eco-
nomic situation in each of the par-
ticipating countries,

(2) Obtain a statement of prog-
ress from - each country each
quarter and- see that it is’ publi-
cized within that country.

(3) Reimburse certain. volun-
tary foreign relief agencies for the
ocean freight they spend.in send-
ing relief to Europe; et

(4) Reimburse ‘the U, S Post

Office for: ocean:freight:on relief
packages sent by individuals “in
the United: States to ‘individuals
in certain European.countries to
enable the Post Office to reduce
parcel post: rates on: such - pack-
“ages, « Also,  we 'are to.negotiate
with the countries which receive
grants asking them to use counter-
part funds to pay.local transpor-
tation charges, making - further
reduction in our parcel post rates

- possible,

...(5), Encourage travel to Europe

. (6)' Encourage " circulation ' of
Amertcan books, magazines,
newspapers and motlon pictures
in Europe : by reconverting local
currencies earned by these media
into dollars, to the extent of thexr
dollar ‘costs.

- (1) IThe respons:bility laid iipon
the Administrator for guarantee-
ing the loyalty of all employees
is;beyond that-asked in any other

. department of the government.
_!-L @ s required to certify not only
that no employee of ‘ECA is a
member of any of the scores of
organizations -listed by the At-
torney. General as subversive, but
he. is; required ;to. certify. that mo
employee ever has been ,(a mem-
ber of ‘any - such, organization.
Some of Chicago’s leading bank-
ers, manufacturers and  profes-

sional men under this ruling
would be ineligible for employ-
ment with- ECA.

That makes a total of 34 respon-
sibilities ‘and an  astronomical
number of headaches,

ECA Plans

Jim Donnelly asks me to tell
you what our plans are. . They
are to execute these heavy re-
sponsibilities as quickly, as effi-
ciently, and' as economically as
possible; so that by logical, con-
sistent expenditures we may
terminate the drain on the Amer-
ican economy, for which we have
spent and are spending so many
billions  of dollars. Our plans are
to ‘use this money to help build a
prosperous, ‘independent,  united

‘Europe that may. prove a mighty

barrier between western civiliza-
tion ‘and 'the 'spread of the bar-
barous, insatiable communism of
the Soviets. Obviously, there is
material for hours of talk in these
34 responsibilities, the reasons for
them and the plans for their exe-
cution; so I'll hurry on to the pro-
cedures.

First, I'wish to emphasme three
points:

(1) I am sure you all under-
stand that we are not a procure-
ment organization any more than
a bank is. We finance purchases
but we buy nothing; well, nothing
except such things as pencils,
forms, files, and red tape.

(2) We aré not a relief organi-
zation. All the merchandise fur-
nished- by ECA is paid for by the
consumer - or user in FEurope.
Local currencies thus paid result
in the counterpart funds. Out of
these funds we take 5% for such
of our mission -or other expenses
as are payable in local currencies.
The remainder, as I explained, is
used to promote recovery in that
particular country.

(3) ,The initiative for any pur-
chase 'must come from a partici-
pating country. The government
or some citizen or corporation in
that country must seek to have a
vroiect or purchase financed with
dollars.

Now for the procedures.

A businessman in Europe wants
Armour tinned meats or Crane
plumbing, or Bell & Howell
cameras, or wheat, or steel, or
books.. He goes to his government
or central bank for dollar ex-
change. His government decides
whether it has the foreign ex-
change resources, either from its
own dollars or from ECA dollals,
to permit this import.

If it is decided that dollars will
be spent. for the goods he wishes
to bring in, an allowance for the
dollars needed. goes to,make up
part 'of ‘a quarterly program sub-
mitted: by that country to the
Organization for ‘European Eco-
nomie Cooperation, OEEC, in
Paris. This: organization knows
approximately  how much ECA
funds will be available during that
quarter for ‘the 16 participating
nations ‘and must screen all pro-
posals received, not only on a
basis of ~their contributions- to
European recovery but so that the
total amount submitted to ECA
in Washington may be within 'the
total dollars available.

Programs ‘developed by the
OEEC are submitted to the ECA
organization in - Paris,” operating
under Mr, Harriman, and then
transferred by him to Washington.

Screening of Programs

In Washington these programs
are screened for each country by
men who know its economies, and
also by commodity exverts. One
division handles agricultural com-
modities, another industrial com-
modities.. Each program is checked
from the standovoint of availabil-
ity of commodities, contribution
to recoverv and the various spe-
cifie respon51b111t1es placed upon
us by the Congress

Only after all this preh‘ 1nary

work 'is it p0551b1e to ‘make up'!

a list of the items to be financed-

by the ECA. This list is a part
of the country’s total import pro-
gram as approved. On the basis
of the ECA list, our Procurement
Authorizations = Division = writes
specific authorizations. When an
authorization has been issued, a
foreign government has the assur-
ance that it will have the ECA
dollars to sell to an importer so
that he may buy a given quantity
of a.given material within a cer-
tain time, provided he meets cer-
tain conditions as to the price that
is paid. = *

The American businessman has
no contact with ECA. ' His con-
tacts to get business are with the
businessmen or importers in par-
ticipating countries or  with the
government itself through its com-
mercial attaches, or its govern-
mental purchasing mission. By
contacting any of these by mail
or visit or through exporting com-
panies, he may induce them to ask
for his product ‘in the first in-
stance, or to consider it when they
have received ECA authorization
and are about to complete the
purchase,

Private Dealings Urged

ECA expects to do everything
possible to- discourage purchases
by ' government - missions and to
encourage dealings between pri-
vate exporters and importers. For
the time being, purchases of ag-
ricultural - products ‘in behalf of
foreign governments will continue
to be made largely by the Com-
modity Credit Corporation, ;

Many of our headaches resull
from the extreme difficulty of
reconciling the injunction of the
Congress to use private channels
of trade with other injunctions
to protect the American economy
by price control, flour percentage,
wool sources, the fertilizer pro-
vision, etc. Many of the latter
responsibilities - can be executed
only by government buying.

When - the, United States ex-
porter receives an order from .an
importer in a participating coun-
try, he must ascertain from the
Office of International Trade, De-
partment of Commerce, whether
his product is under export con-
trol. Neither the ECA nor any
other agency of the government
will guarantee the granting of an
export license simply because an
importer in a participating coun-
try has received permission ‘from
his government to pay ‘for a’ ship-
ment with dollars. "Ingranting
export licenses for shipment ‘to
these countries, the Office of In-
ternational Trade follows its nor-
mal procedure.

Because ECA is not a procm e-
ment- agency and not a relief
agency, but rather a financing and
policy-making agency, Mr. Hoff-
man felt that the organization
could be held to less than 500
people ‘in Washington and - less
than a thousand abroad. This
of course, is very small as gov-
ernment agencies go. War Assets,
I understand, recently had 80.000
people, The Treasury has' 80,000.
Just after giving the above fig-
ures to Mr. Taber’s exacting Ap-
propriations Committee, Mr, Hoff-
man was informed he was about
to inherit from Interim Aid sev-
eral hundred people in Greece and
China. He has since found that
to maintain missiong.in 18 coun-
tries (the original 16, plus Ger-
many and China), and to carry
out  our 34 lesponsxbllmes in
Washington will take more than
he originally estimated. -Our or-
ganization, however, will be' dis-
tinguished more by quality than
by .quantity of personnel. To do
a top job we must -have men who
are tops. Let me tell you some-
thing about the .men who have
enrolled within the past three
months to work for Paul Hoffman
and ECA.

ECA Personnel 3
‘Howard Bruce, Deputy Admin-
istrator, has 'combined great abll-
ity as an industrialist and finan-

.

cier with civic service, He is best
known ‘as the Chairman of the
Worthington Pump and Machinery
Corporation and an executive or
director of the American Casualty
Company,
Railroad, Glen L. Martin €Com-
pany, U. S. Hoffman Machinery
Corporation and the'U. S. Lines.
He was deputy: to General Clay.
in the Pentagon 'and :succeeded

him as Director of Materiel for|.

the Army Service Forces.

Our General Counsel, A. I, Hen-
derson, is a partner in one of the
nation’s 'leading law firms, Cra-

vath, Swaine and Moore, and has|-

counselled ' some of 'the - leading
business and financial institutions
in-the United States.’

It is not necessary to say much
of -Averell Harriman, - former
Chairman . of ‘the :Board ‘of the
Union  Pacific. Railroad and ‘an
executive of other business organ-
izations. -He took with him to
Europe, ' as his  deputy, William
Foster, who made such a success)|
of his manufacturing business that
he has been able to give his time
in recent years to the Army, tc
the Committee for Economic De-
velopment, and to the Department
of Commerce, where he served as
Under Secretary.

One of our prizes is Eric L.
Kohler, Controller. We are tolc
that we are the only governmen-
tal organization of our kind with
a Controller. Most of Mr, Kohler’s
business life has been as an ac-
countant in ‘Chicago. When  his
name was suggested to Mr. Hoff-
man, it was coupled with the
statement that as Controller for
the Tennessee Valley Authority
from 1928 to 1931, and later ir.
the Office of Emergency Manage-
ment during the war, he had been
found’ exceedingly “exacting an'd
hard to satisfy. As Mr. Hoffman
checked: up with various people
who knew Mr, Kohler, they re-
ported that he was highly quali-

fied s an accou, tant, but agreec:

that he was ex lemely exacting
and critical and hard to satisfy
Mr. Hoffman decided that he war
just the man he was looking for
and from what I have seen of him,
he isliving up to specifications.

Richard M. Bissell, Jr., left
position as Professor of Econonics
at Massachusetts Institute of Tech-
nology to come with us. He served
as Director of Ship Requirements
in':the War ‘Shipping Administra-
tion for four! years, and has
worked as an Economist for the
U. S. Steel Corporation and for
Ford Motor Company.

Dennis A. FitzGerald, who heads
our Food and Agriculture Divi-
sion, is said to know more. than
any other man in._ the country
about ‘national and world-wide
conditions in the field.

Samuel W. Anderson, his op-
posite in the Industry Division, is
a_banker from LaCrosse, Wis.
with a wide experience as .an
investment adviser with such com-
panies as Lehman Brothers, Gold-
man, , Sachs & Co,,  Inter-State
Equities Corp.; ete.’

Clarence Randall, whom you all
know, is in -Paris as steel con-
sultant to Langbourne M. Wil-
liams, Director of Industry Divi-
sion'’in: Mr. Harriman’s office.
Langbourne Williams has had sen-
sational ‘success in business as
President of the Freeport Sulphur
Company. Another assistant to
Mr. Williams is George W. Per-
kins of New York, Executive Vice-
President of Merck & Co.

A brilliant group, of business-
men have agreed to take charge
of our missions abroad. John Nu-
veen, Jr., who surely needs no
mtroductlon in Chicago, is taking
one of the toughest assignments
the mission to Greece. E.
Staley of Decatur, who also it
well known. to his group, will
have charge of. the mission tc
Norway. David Zellerbach of the
Crown Zellerbach - Company .of

California, one of the most suc-

cessful  paper manufacturers in.

the world, is'in Rome, .

Baltimore - and = Ohio|.

Thomas Finletter, dlstmgmshcd
New York attorney, is in. London.

Charles A. Marshall, ‘another
lawyer from New York, is taking
the mission to Denmark,

John H. F. Haskell, long asso-
‘ciated 'with ' the forelgn depart-
ments of: the National City Com-~
pany of New York, is going to
Sweden,

Roger Lapham, President of the
Afmerican  Hawaiian, - Steamship
Company and Nonpartisan Mayor
of San Francisco, has the mlssxon
to China.

To advise him on monetary and
financial problems, including the
very difficult matter of disposi-
tion of counterpart ' funds, ‘Mr;
Hoffman appointed a commlttee,
headed by ' George: 'Harrison;
Chairman of the’ Board: of the
New York Life Insurance’ Com=
pany, and comprising Edward E.
Brown, Chairman ' First National
Bank, Chlcago W. Randolph: Bur~
gess, Vlce-Chaxrman National City
Bank, New York; Jay E. Crane,
dlrector Standard Oil Company
of New Jersey; Joseph M. Dodgc,
President Detroit Bank, Detroit,
and President Amerlcan Bankels
Association; Allan Sproul, Presi~
dent Federal Reserve Bank: of
New ' York; Walter W. Stewart,
head Institute of Advanced Study,
Princeton; John Williams, Harvard.
professor of political science and
economic adviser to the New York. -
Federal Reserve Bank.

_If ECA does not achieve its in~
spired objectives, it won't be be~
cause of lack of devoted service
of American c1tlzens of ablllty and
éxperience,

. Task Is Without Precedents

Good men have come:to us with
a high sense of mission—not only-
without hope of glory or material
reward, - but: with the ' certainty
only of hard frustrating work and
violent ' criticism. Mr. Hoffman
said in a rece,nt talk: :
' “The task'set by the Congress
for the Economic Cooperation Ad-
ministration has' no precedent in
history, By the use of American
dollars, American food, American
steel, coal, and other goods, we
are to promote the recovery -of .
hundreds of millions of people. in
many great nations from the dis-
astrous aftermath of the world’s
most terrible war. We are to seck
above ‘all to have each of these
nations \cooperate fully with all
the others. We are to help them
to help themselyes. We are to
use our own Tresources to build
up other nations -agriculturally,
industrially, commercially. We
are to exert ourselves to the ui-
most to strengthen nations which
in the past we have regarded as
rivals and competitors.
“In other words, as the Soviels
seek to: share their: slavery and ’
starvation with ‘the rest of the
world, we seek to share our free-
dom  and  abundance. '‘As Eliza-:
beth Barrett: Browning wrote:
Happy are all free peoples, too
strong to be dispossesed;

But' blessed are those among
nations who dare to be strong
for the rest!”

‘We are frequently asked
whether we really éxpect to sue-
ceed. Mr, Hoffman’s reply to that
is that we must, that the alterna-
tive—the destruction .of Western
civilization—is  so terrible we
must not permit ourselves to con-
template it.

C. H. Hyams, Jr., Dies
“Chapman H. Hyams, Jr., died at
his home in New York City at the
age of 78. Mr. Hyams, a graduate
of St..Paul’s School and Harvard
University, was a former partncr
in the banking investment firm of
Moore, Hyams ‘& Co. ‘He was a
former director ‘of the Times-Pi=
_eayune Publishing Co.. .l rishers
of the “Times-Picayune,” and a
former director of the St. Charles

Hotel Co., all of New Orleans. .
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.of :the ,adm,invis_trat"i\:'re‘,agencies; . ,,
SEC, NLRB, FTC; FCC, ICC; FHA, -
ECA, etc./ Such’ changes: will “be -

two. I am sorry-to say that 1 am
afraid the President will:not hesi-
tate to use every possible pressure

(Continued from first page)
No one would deny that. But I
presume ‘none of you gentlemen
plan to go away on a long vaca-
tion, I presume you will not de=
Afer .all" the mnecessary decisions
about purchases, sales, expansion,
new machinery, new models, and’
all the other questions that must
be decided. I presume you will
‘B0 ahead as you always have, get-
‘ting the best information you can
‘to throw light on these uncertain-
ties, and meeting each problem as
it comes up. : :
So I decided to come this mor-
ning, I am not so hopeless ‘about
the possibility of making reason=
able estimates about the future. I
believe ‘that the acknowledged
uncertainties; instead ‘of:frighten-
ing us, challenge us to a'more ef«
fective;use of our common- sense.
I believe that.it is possible for me’
to say. some: things here that will
be helpful to you in your opera=
tions, ' ' adf :
Normal Expectations

‘The uncertainties that so many.
people are worried about.are two-
fold. ‘The first involves the for=
eign situation—will it be stimu~
lating or depressing? The second
is the prospect of a new political
Administration in ' the ' United
States, after 16 years of Demo=
eratic Party rule. Let us forget

both these uncertainties for the |

- moment, and come back to them
later. - 4

What would pe the normal ex-
Pectation at this point in a post=~
war period?

What would be ‘the normal ex-
pectation based on the evidence
that we can find in-the current
business situation? d

The first question implies that.
We can learn something from the,
past. \ ;

" The second. implies that we can
learn something from the current
situation if we will open our eyes |
and look around, i

Similarity of Postwar Cycles
- Since the Revolutionary War,
there have been four major wars
in the history of the United States.
In each one, wholesale prices have
‘shown the same pattern, e

(1) A sharp advance, which has
f;‘equently reached its peak some-
time after the war was ended.

(2): A sharp ‘deflation, :which
‘has always leveled off after a year
or two someplace between the in-
flationary peak and the prewar
level,

The market similarity of these
price patterns is - no. accident.
There is a wvery definite reason
for this consistency of price move=
ments during war periods. Prices
.always go up when there is a
:shortage of supply, and ‘a major
war always causes a shortage of
supply.. Prices never go up under
the pressure of scarcily ‘without

going 'too far, and the’excessive |

advance breeds ‘its' own decline,
That is the way it always - has
bqen. And it is the way it always
will be until and unless there is
created some new. force more
powerful than these forces arising
from a major conflict, 5t
"I might add:

. -—that the price advance follow-
Ing this war has already lasted
Jonger than any of the others;.

_—that the advance has been
greater percentagewise; , !

—that prices are now higher |

than they have ever before been
in the country’s history.,

. Historical precedent, if it is
worth anything at all, warns us to
be cautious. ' It doesn’t tell wus
when the peak in prices will come

or how high it will be, but it sug-
gests that the peak is not too far
away, in terms of time or in terms

of fu;fther price -advance,

i Current Business Trends -

Bl leaving the foreign and
domestic poiitioa] uncertaintieg to

| whic.

rent situation that might confirm
or nullify the pattern indicated by
historical precedent? Let’s make
a brief list of the pros and cons.

On the inflationary side, there
are the following: :

(1) Present strength in many,
but not all, of the durable goods
industries.

(2) The effect of third round
wage advances on prices. Although
thethird round ‘advance is less
general and less uniform than the
first two, its effects on transpor-
tation and. fuel costs, and on the
price of the chief industrial raw
materials, will be substantial.

(3) Continued high level of de-
mand by consumers, which re-
flects not: only ‘the high level of
income but the expansion of con-
sumer credit and the fact that
‘many  families still have liquid
resources. j o ;

(4) The ease with which money
and credit could be further ex-
panded. I don’t by any means be-
lieve that bankers will abandon
their conservative lending : poli~
cies, but the fact remains that the
base for a potential credit expan~
sion exists-in the large volume of
government bonds: still held by
banks and institutions.

(5) - The fiscal position of the
government. I refer to the pro-
spect that the large surplus of the
past year, which has had a defla-
tionary influence will disappear
shortly, now: that taxes have been

stepped up.

On the deflationary
are the following:

(1) ‘Resistance of consumers to
high. prices. . I place ‘this first,
since the American public¢ is the
number one market for the goods
and - services produced ‘in the
United States.

This resistance is significant be-
cau. it shows  the extent to
many. families have 'ex-
hausted = ‘their liquid resources,
and the extent to which the pur-
chasing power of their current in-
come is diminished by high living
costs.

(2) The: downward trend of
farm prices, and the prospect of
agricultural surpluses. This too is
quite important, since it was the
advance in ° grain prices that
sparked the inflationary rise in
the last half of last year. I might
add that the advance .in meat and
dairy products further reduces the
real purchasing power of the ur-
ban consumer, without being great

side, there

-enough to offset the effect on

farm income. of lower ‘pricés for
grains and other cash crops.

(3) The prospect of tighter
mortgage credit, unless the special
session of Congress restores Title

-VI or something very much like

it.

(4) The limited number of real
shortages that there are left, and
the fact that business inventories
continue to rise without much in-
terruption,

I suppose this advance in in-
ventories - should- really’ be: listed
among the inflationary. factors of
the moment. Certainly it reflects
a margin . of demand over ‘and
above the needs for consumption,
I mention it as' a deflationary
force; however, because it indi-
cates the extent to which current
production exceeds the ' record
high level of domestic and:foreign
consumption. I have met very few
businessmen  who did not .show
some concern: about the - rise in
stocks, or who were not keeping
a close watch- on their own stocks.
In ‘the last few months particu-
larly, the advance indicatgs that
inventories have partially escaped
the - controls set over them by
businessmen, usually because
unit volume of demand failed to
meet-expectations.

one side, what is there in the eur-

The current p_ictui'e represents

reduced and Federal spending |

a  balance between ' inflationary
and deflationary forces.

For the next ‘few months, at
least, it is my opinion that infla-
tionary forces will tip the scale
toward further  price advances.
But these will be much less uni-
form than they were last year,
and many markets will continue
under pressure.

It ‘also seems to me that the‘
array of  deflationary  forces' is

more powerful ‘than’ it has been
at.any previous time. since the
war ended.  Unless we can' find

something among the political un- |,
certainties to offset them, I be-:
lieve we must allow: for the pos-.

sibility - that . they
the trend in‘_1949.

will "dominate
Foreign 'Situation i

As'T see it, the foreign situation

is' crucial for ‘the business.situa-
tion; particularly - in 1949, . Gov-
ernment spending for defense and
foreign aid are among -the most
important of the present "infla-
tionary "forces, not so much be-
cause of their magnitude as be=
cause' they affect ‘the: sections: of
industry that are already in the
strongest position. And in the dur-
able goods sections, the extent to
which the expectation of govern-
ment orders encourages business-
men to enlarge their  own: orders
is much more important than any
defense orders. that have been
placed or will be placed in the
near future.

We must distinguish between
the foreign situation as it is and
as-it may seem to be, particularly
in the months before' the elec-
tions. There are several points to
consider.

(1) First and foremot is the
opinion held by most competent
observers, that Russia is not ready
for and does not want a war, I
share this opinion . completely.
The chance of a major conflict in
the next few years is, I believe,
exceedingly smalli.

(2) But Russia regards the pe-
riod of political campaigning in
the United States as one of po-
litical vacuum, which  provides
her with opportunities that will
not be available after a new Ad-
ministration has ‘been installed
next January. ‘

(3) And Russia will not be sat-
isfied with her position in Europe
unless she has some share in the
control of the Ruhr. i

It is not surprising’ that the:
potential war capacity of the Ruhr
is the present keystone of Eu-
ropean relations.. It is not sur-
prising that Russia is as much in-
terested-in this’ as France, Great
Britain and- the: United. States.
And it is not surprising that Rus-
sia makes a powerful: and .dis-
turbing effort to improve her po-
sition in this respect. ;

There are other important for-
eign questions, particularly in the
Near East and the Far East; but
they are less pressing at the mo-
ment, and I shall pass.them -over
with .the mere comment that
working out agreements in these
areas will probably be just.as dif-
ficult during the next few years
as -working. out an agreement in
Germany is now. First in impor-
tance, however, is Germany, ‘since
it -provides the’crisis of the mo-
ment and since other settlements
in other areas will be greatly in-
fluenced by the  settlement ' in
Germany. G

The thing we . must ask our-
selves is this. -Will the situation

in Berlin and Germany, even if |

not leading to war, cause .a fur-
ther increase in defense and for-
eign. spending next year large
enough  to maintain. the  present
balance in favor of inflationary
pressures? o )
. My own guess about the answer
to that question is in two parts.
(1) First of all, 1 bqlieve the
biggest ‘war scare yet is-in' the
making for the next month or

‘and the - public that regulations

the. amount of litigation is likely.

 ifiterest rates ‘are to be expected.

| nancing programs should be com

... Administration.—Some of - the

on Congress, now that it has been
called back for political reasons.

But in contrast with the last
war ' scare, which had a stimulat-
ing  effect ‘on  business “activity
and durable goods markets, such
pressure on Congress at this time
seems more likely to have a de-
pressing effect:' - :

It will remind businessme

and controls will be'instituted if
there is a’ war; ' that’ even :the
threat' of a ‘war increases the
chance that this will happen,
/And . since ' many- businessmen
are  already - somewhat , doubtful.
about -the: 1949 outlook; the fear |-
that' ‘unnecessary ' controls  ex-

torted from:an unwilling Cen-|-
".|'gress - may ‘have: an -impact on'

prices and profits during the next

.our law is now, made by their

-cific :.voice of Congress.

less perceptiple than the-results
of new legislation, but no less im-
portant. You gentlemen have had.
experiences ‘with some of these
Administrative Boards, and I am
sure you appreciate-how much of
rulings rather  than 'by the ‘spe-
I believe the conclusion is jus-
tified 'that any . pressures exer-

‘cised by strong business interests
"are -'likely to ‘be more effective - -
‘than: during: the past 16 years,

when organized labor or consumet

.interests + had: relatively - greater -
influence.’ " In’/this - sense; ‘the -

climate should ‘be more favorable
for business. @0 nns i
" One’final word on:the Repub-

lican ‘attitude toward a downward

price readjustment ‘and:a temr

six months may. be depressing. ‘borary ‘reaction  in . business Jae=

' (2)Secondly, not believing that
there will be'a ‘major :conflict, I,
am :forced to ‘emphasize the pos-
sibility ‘that an agreement. about
Germany ‘will be' reached when
a new Administration is installed.

I-am :forced- to' conelude that
the main stimulus o business ac=
tivity from defense and foreign
spending, - actually ,and . psycho-
logically, may already have been
seen, At the vcery least, it seems

i in the extreme to|”
speculative. n ‘Republican” Party Policy 'do ask

count on either of these factors
providing the same stimulus to
business activity in 1949 that.they
provided in 1947 and in the first
half of 1948. =

Politics at Home
I see no reason to doubt that the
Republicans will be -elected in
November. What effect will this
have on business activity during
the next four years?

1t is as unrealistic to expect the|
Republicans to make immediate|-

and drastic changes in basic gov-
ernment policies ag it is to assume
that ‘they ‘will make no'chahges
at all for fear of bringing about
a  business  readjustment. Many
changes, however, will reflect
differences in-controlling circum-
stances rather than political phi-
losophy, although' the Party in
power will claim the credit or re-
ceive the blame. - Most important
trends seem likely to be as fol-
Towsis X s ) ;
Labor . Policy—Clarification' of
the Taft-Hartley Act to reduce

Administration of labor law. will
give greater -consideration to the
claimg of ‘management.. ;

Farm_ . Policy — Despite - the
strength of ‘the farm bloc .in the:
Republican .as in the Democratic
Party, circumstances will ultima-
tely force a reduction in current
support - prices. ; Otherwise, . gov-
ernment.. owned . surpluses: . will
guickly exceed those of the ‘de-
pression years. ..., .o
% Money Policy—Philosophy -will
be more conservative and circum-
stances will encourage ‘this-trend.
Funding of debt, more emppasis
on economy, and gradually: higher

i

Money is probably cheaper now
than it ‘will be during most .of
the: next decade.  Long-term fi-

pleted .as soon ‘as possible, . -
“*Tazx Policy—Emphasis: will  be
on  encouraging venture capital.
Further tax. reductions will ‘give
greater’ consideration to corpora-
tions and stockholders. First tax
bill, however, is more’likely to
make - technical  changes' than: to
esiablish lower rates. =
" Price Policy—Décentralization
of ' metal .- processing = industry,
planned: or already accomplished,
assumed the basing point' system
for steel prices. Legislation to re-
yerse recent’ Supreme Court de-
eision (cement case) seems likely.

most “important changes affecting
business ‘will -require ' no- ‘new

laws; they will come from changes | .

in. personnel, policies and attitudes

tivity, bl i e
" If 'T were’ making Republican

policy; I would ask.myself these
questions. . Will some stich- decline

‘come’ sooner-‘or ;later ‘during ‘my "’
four year tetm, regardless of what «
Tmay do? “Will the readjustment '

be easier if it comes quickly, and

‘more difficult if ‘it is deferred?

Will I'be better off politically to-
have it come early or to_have it
come late? ' e ¥
If' the people who are making

themselves these questions, and if
their - answers ' are "the “ones I
would make, there is no doubt

'alqout what ‘they will do. They
will hurry it up and get it over
with, so that the longer period of

postwar prosperity. will be firmly
established before the next Presi-

dential campaign gets under way
four years from now, i

Outlook for Office Machinery .
and Equipment’ .
The first question here, is how
your “industry stands in relation
to the general. outlook, particu-
larly during the next year or two.
How vulnerable.will it be. to any
deflation * that may follow  the
present inflation? Are its chances
for sales and -profits better or
worse than those of other durable
goods manufacturers? ; )
I have very definite reasons for
giving  your prospects a better
than- average rating. Your sales.
prospects-I-believe, are sustained
by two: factors: s
(1) Your machinery is not a
consuniption produet. In the eco-
nomic sense, it is just as much’
production ‘machinery as a lathe’
or a hydraulic: press. "
«(2), ‘It ‘is used by customers,
whose i own . costs ‘are “high,  for
most of .whom' conditions: are al-’
ready . becoming more competi~'
tive, and who will ‘be. tinder- in-
creasing  pressure to: keep down
clerical costs:despite the pressure’
for further wage- increases for
clerical help. 4 7
. Your profit | prospects ‘during’
any. period’ of ‘price “deflation, 1=
believe, are' helped by the' fact:
that inventory losses ‘should be-
less, both for manufacturers and’
dealers; - than' similar losses in’
other. fields. g ;
“Manufacturers. will - be helped
by the fact that raw material-
costsare small-in relation to final
product value, i W i
Distributors will be helped by
the fact that price fluctuations are’
usually less for ‘office’ machinery '
than for many other’ produets, 7
I do not'mean by this: that you
will escape entirely- the effects of!
any decline in prices and business
activity that ‘may. occur within'
the next. year or two. I merely:
suggest that.you are in a positien
to “weather the storm with less’
damage than many ‘other indus~:
tries in the durable goods field.
There are several other factors"
that. -strengthen :this' conclusion .
and give me a favorable view. of -
your ‘longer term outlook. Kl
(1) In'many cases, manufac-:
turers: have faster or.improved
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models, -which. should swell the
volume of - replacement demand
.~for some time to come,

(2) Among your customers,
there is a' greater tendency to
make ‘a . greater use of internal
statistics as the basis for a more
scientific operation. I should. like
to stress the importance of this
point.. Much as you probably, dis-
like the thought of government
~controls, you are indirect bene-
ficiaries ‘of some of the red tape
they ' generated during the war
weriod. Your customers in many
<ases learned the value of organ-
_*lzeq information about their own
businéss. Some of this has been
~discontinued, and more of it will
Pprobably be eliminated under the
Pressure of cost reduction. But
more business will keep better
records than ever before, and they
will need modern and :inexpen-
sive methods of keeping them,

There is a great deal more that
I could say, about foreign mar-
Kkets, the prospects for different
types - of . domestic equipment
buyers, etc. But I have already
prolonged what to me has been
2 great pleasure. Let me express
the hope, therefore, that my views
©on these subjects, in which I have
some qualification as an expert;
will be'a helpful supplement to
your own special knowledge of
Your industry and its position.

Elliott W. Grimshaw
With - Garreti-Bromfield

DENVER, COLO.— Elliott W,
Grimshaw has become associated
‘with Garrett-Bromfield & Co., 650
17th Street, members of the Chi-
<ago Stock Exchange. Mr. Grim-
shaw was. formerly President of
E. W. Grimshaw & Co., Inc., of
New York City, In the past he
‘was an officer of J.  G. White &
Co,, Inc. ;

! Joins Republic Inv.
17 (Bpecial to Tre FINANCIAL | CHRONICLE).
CHICAGO, ILL.—Duane Ferrell
Thas become associated with Re-
public Investment Company, 231
South La Salle Street. He was
formerly with A. G. Becker & Co.
and prior thereto with City Na-
“tional Bank & Trust Co.

¥ Benjamin Mosser Dead . -

Benjamin D, Mosser, partner. in
the New York Stock Exchange
¥irm of Clark, Dodge & Co., New
- York City, died of a stroke on
“July 20 at the age of 59, - 2

W. Standley Stokes Dead

. 'W. Standley Stokes, of Phila-
delphia, :retired investment
broker, died July 18 at‘the age of

94 following an' operation,

With Smith, Barney & Co.
j. (Special- to. ‘THE TINANCIAL cnaémcu)
CHICAGO, ILL~John S. Wil-
son  has ‘become’ affiliated =with
Smith, Barney & Co., 1105 West
Adams Street, e Rty

.- With Selected Investments
" (Spectal to" Tre FInaNciAL CrronIcLE) -
*“ CHICAGO, ILL. = Aaron C.
Clark ~has “joined ‘the - staff of
Selected * Investments Company,
135:South La Salle Street.: =" "

-4t Straus ‘& Blosser Adds -

/4%, (Special  to” THi"FlNAﬁCﬂi” bmromcx;i)’ v

' CHICAGO, ILL-—Harry. S. Sax
has been added to the staff. of
‘Straus, & . Blosser, 135 South La
Salle Street,-members of the Chi-
‘cago Stock Exchange. R

I With John.G. Perry

.! " (Special fo THE FINANCIAL CHRONICLE)

DENVER, COLO. - — "Fred J.

‘Clark 'and Philo L. Hewitt have
become - cofinected with. John G.

i - Perry ‘&’Co;, Equitable"Building;

The State of Trade and Industry
: : .(Continued from page 5)

ter into the wage setup now prevalent in most large steel firms. The
new raise brings the average hourly wage in steel to about $1.71 com-~
pared with about 85¢ an hour in: 1940, Average weekly pay under the
new rate will be close to $65 for a week of 38 hours .compared with
$60 a week before the raise,

Many steel fabricators think they will-have to move closer
to steel mills if they are to stay in business.’ The f.0.b. mill system
with consumers paying the freight is giving some companies real
concern. A report that Kelsey Hayes Wheel is considering mov-
ing to Pittsburgh recalls a similar frame of mind several years
ago. The same company at one time had plans to establish a plant
on Neville Island in the Pittsburgh district, having started nego-
tiations with a Pittsburgh steel firm for property owned by the
steel company.

Steel men face higher scrap prices. The so-called formula prices
(similar to basing point prices which, in consequence of the Supreme
Court decision, have been thrown out in the steel industry) are crack-
ing in some areas. This type of pricing went by the board in Chicago
this week where heavy melting steel again staged an increase. The
average boost there was $1 a gross ton, This moved “The Iron Age”
scrap composite price up 33¢ a gross ton to $41.33 a gross ton.

-The American Iron and Steel Institute announced on Monday
of this week the operating rate of steel companies having 949% of
the steel-making capacity of the industry will be 93.1% of ca-
pacity for the week beginning July 19, 1948, an increase of 2.3
points from last week:. A month ago the indicated rate was 96.2%

This week’s operating rate is equivalent to 1,678,100 tons of
steel ingots and castings as against 1,636,600 tons last week,
1.734,000 tons a month ago, 1,629,200 tons, or 93.1% of the old
capacity one year ago and 1,281,210 tons for the average week in
1940, highest prewar year.

KLECTRIC OUTPUT RECOVERS, AFTER HOLIDAY DROP
The amount of electrical energy distributed by the electric

light and power industry for the week ended July 17 was 5,197,458,000

kwh., according to the Edison Electric Institute. This was 437,142,000
kwh. in excess of the output for the preceding week (which in-
cluded observance of the July 4 holiday) and exceeded the turnout
for the week ended July 3 by 31,633,000 kwh, The current figure
was also 465,024,000 kwh., or 9.8% higher than the production for
the week ended July 19, last year, and 904,178,000 kwh. in excess of
the turnout for the corresponding week in 1946,

'CAR LOADINGS DECLINE SLIGHTLY IN HOLIDAY WEEK

Loadings for the week ended July 10, 1948, totaled 755,760 cars,
according to the Association of American Railroads. This was a de-
crease of 1,606 cars, or 0.2% below the preceding week; 51,357 cars,
or 6.4% below. the corresponding week in 1947 and 139,322 cars, or
15.6% below the same week in 1946. st b : i i

AUTO OUTPUT IN UNITED STATES AND CANADA

“Production of cars and trucks in the United States and Canada
rose to 118,999 units from 98,700 (revised) units the previous week,
according to “Ward’s Automotive Reports.” Production in the earlier
week was curtailed due to July 5 holiday in the United States in
observance of Independence Day.

Output in the similar period a year ago was 103,091 units and, in
the like week of 1941, it was 109,912 units.

_ This week’s output consistéd of?85,312 cars and 28,557 trucks
made in the United States and 2,990 cars and 2,140 trucks made in
Canada, ] i

Drastic cutbacks in production are in prospect, says “Ward’s,”
should current supplier strikes be prolonged.

The Campbell, Wyant & Cannon strike, it was stated, has
forced the suspension of assemblies of Ford’s fight heavy trucks
and is threatening te stop Lincoln and Hudsen assemblies soon.
Other strikes that may affect car and truck makers’ schedules be-
fore long are those at Timken-Detroit Axle Co, and Monroe Aute
Equipment Co.. ; A

BUSINESS FAILURES SHOW LITTLE CHANGE

Commercial and industrial failures rose slightly from 88 to 91 for
the week -ending July 15; reports Dun & Bradstreet, Inc. This num-
ber éexceeded the: 63 casualties which occurred in‘ the comparable
week of 1947, but was only about one-third-as large as that for the
corresponding week-of prewar 1939,

/'An ' increase appeared among failures involving liabilities
of $5,000 or more; a total of 81 concerns succumbed as compared
with 71 a week ago and 55 in the corresponding week last year.
Small failures with losses under $5,000 fell from 17 to 10 which
compared with 8 a year ago. B ;

R Frpone] BT Y

.. ‘Manufaeturing failures at 22, wholesaling at 13, and retailing ‘at |*
.| 85,-showed little variation from-the previous week. ‘A decline from

13 to 9 was’reported in construction, while commercial service fail-
ures at 12 were twice as heavy as in either last week-or in-the com-
parable week a‘year ago.

. One-third of the week’s total casualties were concentrated in
the Pacific States where 31 concerns failed compared with 22 in .
the preceding week and 14 last year. In the Middle Atlantic

States, failures were at 24, one below both last week and a year :

- “ago. Only one other region, the New England States, had as many
as ) business failures: although moderate increases prevailed in -
most areas, i ; :

INDEX LIFTED BY SHARP RISE TO NEW ALL-TIME HIGH

“The wholesale food price index, compiled by Dun & Bradstreet,
Inc.; moved: sharply higher last week,; mainly due to soaring meat and
livestock prices. ‘The index rose 3.4% from $7.12 on July 6, to reach a

new: all-time-high of $7.36 as of July 13." The current figure exceeds

the previous peak of $7.28 set on Jan. 13, last, by 1.1%, and it stands
12.9% above the $6.52 recorded on the corresponding date a yearago.
- Commodities that rose during the week included flour, oats, beef,

hams; lard; ‘cheese;  sugar, cocod, egg‘s,;s_tée‘r‘s_, hogs' and lambs.: De-

clines were shown for wheat, corn, rye, barley, cottonseed oil a"‘l,_;’
clines ) e it s et

WHOLESALE COMMODITY PRICE INDEX CONFINED TO !
NARROW RANGE IN LATEST WEEK " :

The Dun & Bradstreet daily  wholesale comrx}odity price index
moved in a narrow range last week at a slightly higher level than n
the previous week. The index figure closed at 283.88 on July 13, as
compared with 283.16 a week earlier, and with 264.02 on. the corre~
sponding date a year ago. - :

Trading in grain futures on the Chicago Board of Trade
broadened considerably last week, with corn and wheat furnish-
ing the bulk of the activity. :

Led by corn, all grains suffered declines for the week, reflecting
reports of bumper crops in many sections pf the country. ‘A recond
yield of 3,328,000,000 bushels of: corn' was indicated by the Depart-
ment of Agriculture in its July 1 crop. report.

The estimate of: total wheat production—l,242,000,000 bushels—
displayed a slight drop from last year’s record yield, Wheat prices
showed only moderate declines, despite a record movement of both
new and old wheat to market. Cash wheat was more active than for
some time, and government buying was reported in good volume.

Substantial bookings by chain and independént bakers fea-
tured the flour market in the early part of the week. :

Lard prices were steady, and both domestic and foreign demand
was comparatively slow and stocks were said to be accumulating.
Fresh meats and livestock continued active and very strong. Hog
prices at Chicago sold up to $30.50 per hundredweight, equaling the
all-time record high set last September.

Continuing the downward movement of the past six weeks,
cotton prices in leading markets again lost ground this week.

Spot quotations at New York dropped to the lowest levels since
mid-March. Highlighting the week’s news was the cotton acreage re-
port issued by the government which estimated the area under, culti-
vation at 23,653,000 acres, or a gain of 10% over that for the previous

‘season. The increase was slightly less than the trade had anticipated,

causing a temporary firming up of prices after which the dov_vnwa*rd
trend was resumed. Some buying for export was noted during the
week. Inquiries for cotton were more numerous but mill buying re-.
mained small and some mills were said to be offering cotton for sale.
Bearish influences on the market continued to be the prospects for a
relatively large yield' of the staple this: season; and further reports
of curtailment in mill operations. )
In cotton textile markets, prices generally remained firm.
Sales activity picked up a little, particularly for some construfs-
tions of sheetings and osnaburgs! Print cloth sales were only fair.
Transactions in the Boston raw wool market were unusually quiet
during the past week, due to holiday and vacation influences. In'thg
Western States buying was reported at a standstill, vylth very little
desirable staple wools available. Quietness also ruled in foreign wool
markets, but prices continued firm. Trading in the wool tops market
was slow during the vacation period and prices remained on the
same level as a week ago. skt ,

'RETAIL AND WHOLESALE TRADE SHOW SLIGHT CHANGE

FROM PREVIOUS WEEK’S VOLUME . - el
. There was a mid-Summer 1ull .in consumer buying:during the

past week as volume fell slightly below that of a week ago. Total
dollar volume was slightly above that of the corresponding week. &
year ago.- Many consumers.continued to avoid high priced articles,
but numerous clearance sales of seasonal goods attracted favorable
attention, says Dun & Bradstreet, Inc. Hot weather in most sections
of the country resulted in a large demand for vacation and travel
items. Collections generally were, prompt.. -i. s 4

Summer apparel continued to interest consumers, with clearanece
sales offering some items at considerably:reduced 'prices.’ Cotten
dresses and swim suits for both men and women remained in large
demand. Sales of men’s clothing declined slightly ‘during the week;
men’s furnishings continued to be widely sought. Some early promo-
tions of zip-in lined Fall coats at moderate prices met with favorable
consumer attention. ;

Many housewives restricted their purchases of fresh meats
as prices increased -considerably in almost: all sections -of the
country. The demand fer cold cuts, dairy products, and other
meat substitutes increased somewhat, g ‘

Small air conditioning units and. electric fans were sought by.
many consumers during the past week; the demand for radios de-
creased moderately.’ Building supplies continued to be purchased ‘in
large quantiiies; housewares and garden equipment sold well. Sales.
of automobile accessories remained. at a very high level during the
recent period. : : ;

Retail volume for the country was estimated to be from 6 to 10%
above that of the corresponding week a year ago. Regional estimates
exceeded those of a year ago by the following percentages: St

New England, 7 to 11; East, 9 to 13; South,.6 to 10; Middle
West, -10- to' 14; Northwest and Southwest, 5 to 9, and Pacific

--Coast, 2 to 6, /
" Wholesale buying during the past week remained steady at the
slightly reduced level of a week ago, according to Dun: & Bradstreet,
Inc, 'Total order volume was slightly above that of the corresponé-’
ing week a year ago, Buyer attendance at wholesale markets. in~
creased: substantially ‘above the pre-holiday low of last week., Sea-
sonal items continued to be in good demand, but offerings in some
lines were limited. Many. buyers stressed short-term deliveries on
orders for Fall merchandise. o 3 5
. “Department store sales on a country-wide basis, ag taken from
the Federal-Reserve Board’s index for the week ended 31_‘:1'y 10, 1948,
decreased by 4% from the like period of last year. This compared
with an increase of 28% in the preceding week. For the four weeks
ended July 10, 1948, sales increased by 13% and for the year to date
by 7%. : AR 2
. Retail trade here in New York City during the past week
was highly active, with seasonal merchandise being in good
demand. R : -

According to the Federal ‘Reserve Board’s index, departmgnt
store sales in New York City for the-weekly period to July 10, 1é :
decregsed 10% below the same period last year. This compared W th
an increase of 37% in the preceding week. For the four weeks en

July 10,1948, sales increased by.12% and for the year to date by; 6{70,

¥
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The Increased Cost of

Corporate Living

. (Continued from page 13)

Wéshinéton and 'New York, for
10 hours work there is 46.2 hours’
pay, or 4.62 days’ pay per work
day. ;

“Qther rules are devices to|:

create ‘work. The new rules would

" limit freight trans to 70 cars and |

passenger trains to 14. Of .the 164
bills on limiting train lengths in-
troduced in state legislatures from
1925 to. 1945, only : four were

passed. In three states they were;

never - enforced, and 'in . Arizona
the 'law  was declared "unconsti-
tutional.' The unions are now try-
ing to obtain the desired . result
through bargaining after having
failed in the legislatures and the
courts. - :

© “The problemi needs a funda-
mental ‘approach. Labor is de-
fined ‘as bodily exertion directed
to - supply society ' with - the re-
quired material things .and serv-
ices, " Wages ‘are defined as pay
for - work ' or.’ service. & Under

feather-bedding -there - is' neither:

labor nor ‘wage in the fundamen=
tal’ sense.” — “Chicago ' Sunday
Tribune,” 5-9-48,. by Elisha M.
Friedman,’ New York Consulting
Economist, : o

+ Inadequate Depreciation and
: Obsolescence Charges
* Under. the' investment punish=
ing- conditions of the thirties, a
deficit in the purchase and oper-
ation of new machines and tools
was created which, according to
the Toel Owners Uniop, now re=
quires $25 billion new investment
per year: for the next five years
if we are to overcome it. .
-'The critics of our present sys-
tem are shouting that«our $17,-
400,000,000 of. ' 1947 corporation
profits were excessive, You sim-
ply cannot make $17 do the work
" of $25 ‘under prevailing -condi-
tions.
As a further illustration of the
inadequacy  of depreciation rules
of: the day, let us say that a com-

pany bought a truck in 1938 for |

4,000, 1] ’ itted ;
24,000, Theilaw, permilted  257% | the next real estate and building’

depreciation per year, so that. in

1943 the $4,000 had been written

off. The money, for conservative

accounting purposes, was depos-
ited. in. a -separate account. No

-, new trucks have been available

until  recently. When the com-

.pany goes into the market for its
replacement truck, the price for

an equivalent model as to ca-

pacity, body type and horse power
has .been  increased ' to - $7,000.

Where is the additional $3,000 to
‘come from?

‘h_,I_\Ieed for new executive talent
—Personnel Managers and  (or)

Labor Negotiators, Public Rela-

tions Vice-Presidents, and Proxy

Solicitors, : '

. Expendability of present execu-
tives—Labor - Harassment—“Kill-
ring the Goose.” :

* il Increased cost of office’ equip~
ment—typewriters, “adding and
g : :
i : Frame

i Atlanta—

1940 av. l_o___ .

1947 av, L. il
. April 1948
.. Chicago—

1940 av. ____.. s
194 ayr kst
J,.%Aprril 1948

San Franciszo—
1940 av, -_ii.__=
1947 "av. ol
April 1948

86.3
187.5
204.0

121.8
210.5
230.9

99.6
196.1
218.1

Steel

100.1
150.1
-168.8

118.5
163.3
1739

112.2
174.8

bookkeeping machines, stationery,
printing, advertising, "and postal
rates—lc or 50% increase in lo-
.41 postal rate.

Increased freight and passen-
ger rates,
. Inereased truck, plane and au-
tomobile ' prices, oil - and . gas,
meals, hotel rooms, local city sales
taxes. Most of these latter items

ave a direct bearing upon the
increased cost of sales, or moving
the product to the market. |

Increased Cost of Building
“'These same problems arise in
connection  with  the . increased
cost' of building. The American
Appraisal Company publishes: a
monthly bulletin' with charted
figures and tables, The latest one
I have is dated March, 1948. Using
1913 ag a base of 100, current in-

 dex for March 1948 is 475, an

advance - of 123 points, or 35%
since decontrol.. Freight and wage
increases since :Jan. 1, 1948 are

held responsible for most recent |

increases. Materials likewise show
substantial price rises; such . as:
brick, :74-82%; lime, 20-56%;

. sand, 43 to 71%; gravel, 38 to

61%:;  cement,  45-60%; lumber,
258-264% ; steel shapes, 31-33%;
sheet metal, 24-26%. . ;

For the same period, the Aber-
thaw Index of the cost of indus-
trial building ‘increased to 309.6.

In this. ‘same room, in early
May, I heard Mr. Ray Wenzlich,

' St. Louis real estate and building

economist, on the past history and
future outlook for building. He
gave costs on .a 6 room model
frame house in: St. Liouis, upon
which, costs.® arey. re-computed
monthfy.‘ His figures follow: .. :

Year Amount

He guesses that the bottom of

depression may, be reached in
mid-1955, when the cost to build
may be $10,300. :

“'Another appraisal service, E. H.
Boeckh & Associates of Washing-
ton, D. C., publishes “Building
Costs,” a monthly bulletin for its
users of their Manual of  Ap-
nraisals and Index Calculators.
Their April, 1948, issue contains
29 area
apartments, hotels and office
buildings, commercial and factory
buildings. This latter group is
further sub-divided = into frame,
steel, brick and wood, brick and
steel, and brick and  concrete.
Average prices for = 1926-1929
equal 100, Index covers labor and
material only. Comparisons: are
between 1940 average, 1947 averr
age, and April 1, 1948, A cross
section for commercial and fac-
tory buildings follows:

" Brick Brick
Wood Steel

Brick
Concrefe

97.3
158.0
175.3

91.5
174.9
..190.3

98.4
157.1
1753

128.4
184.5
196.2

1242
179.6
191.6

113.4
185.0
200.4

108.2
189.3
213.0

108.1
186.9
204.4

120.4
186.8

indices on residences, | -
granted the union!
retail establishments, professional

| fault

I am indebted to Dun‘& Brad-
street for another set . of figures
that serves to highlight the In-
creased Cost of Corporate Living.
The figureg are set up in a table
showing the distribution of pro-

¢eeds -listed ' for :1929-1947 - busi-

‘ness. gross output. Based on De-
 partment ' of Commerce - figures,
they are partially estimated from
incomplete data: :

DISTRIBUTION OF PROCEEDS OF BUSINESS GROSS
v PRODUCTION

Paid by business to
individuals—
To hired labor....-
Unincorporated
enterprises—
Non-farm
Farm- ... J
Rents " 3 : 3 .62
" Net interest 4.6
Dividends 6.1
Business - transfer
payments

— 1929
$43.7 464

88
61

0.6

——1930. RS, 1. 7.( s
% $38.0 47.9%  $1045 50.5%

21.8 10.
18.0

7.2

33

6.2

0.5

Tetal paid toindivid.
Paid by business to
government— -
Indirect taxes
Corp. profits tax..

1615 | 78.1

8.0
52

16.6
10.8

Total ‘paid to-govt,
Retained by busi.iess—
Undistributed . cor- ..
porate profits ___
Capital consumption
allewance ;

29
88

31
9.1

274132,
"30'
5r

04 63

7971000 118

(11,5

Total retained ..._
) 01

Adjustments.

Note—Billions of § and % of total.' o gl

_To the foregoing  list: might be
added many. more items. .Suffice
it to say that basically. the In-
creased Ceost of Corporate.Living

has - been : caused 'by :increased:

wages, raw material  cost, higher
taxes, and an increased ' money
supply “with its. decreased  value.
Between 1933 and 1948, our money
supply  increased' 400% 'in 'quan-
tity, with a 37% decrease in value:
It is estimated that our dollar has
a present worth of 63 cents. There
are those who now sky, only ‘50

‘| cents. This is partially the result

of war, with its wake of destruc=
tion, and is the unsatisfactory end
result of a managed econoiny.

i Challenges to Small Business
Survival i

Small : business - today - faces -a
number of challenges for its sur-
vival. . The one most pressing is
that of the wage-price spiral. In
my home community of Lancas-
ter, Pennsylvania, girl graduates
of the Commereial -Course' High
School Class of 1948 may start
their stéenographic careers at $40
per week:. Boy graduates of this
year’s class may start their busi-
ness life ‘as: comimon. laborers. at
$1.00% . per hour. This condition

‘has developed because of a com-

bination of union pressure and a
limited supply of new. workers.
Since- this was written; a 10 cent
per hour increase has  been
Service and

offices and small businesses of

'manufacturing and other types

are having a 'difficult time to re-

| cruit new help or hold present
| workers at present rates.

It is d pet personal theory that

'much of our present difficulty
 stems from the fact that the labor

negotiators, and top officials of
our big corporations were mnot suf-
ficiently interested financially  in
the common stocks of  their com-

panies to foresee and feel the|

effect of these rate increases, Fur-
thermore, lakor leaders' were at
in = demanding :increased
wages before the corporations had
earned enough to meet these in-
creases.  This led. to:a pricing
formula that would  assure . the
company’s. ability to. pay, .and
supplied the labor 'leaders with
further ammunition to shoot for
still more wage increases.. :

(This " brings -up- the - topic- of
confliet, and I would like to de-
part from my-subject long enough
to* tell you about two Scotchmen,
each driving his car toward -the
other in the City. of Edinburgh.
For some strange reason they ex-
perience 'a - head-on ' collision;

122
0.3
Business gross product . $94:1 100.0%

83 e TR BT

0 A g
- $207.0°100.0%

105
2000 00
- $79.3 100,0%

though  fortunately ‘going :duite
| slowly. :Each ‘jumped frem his car
and rushed. foward, the other .to
| place .the blame, . One:of them
| carried @ flask of Seoteh.:He- of-
fered a drink. The other. quickly
accepted and quaifed a heavy one.
He returned the flask to its owner
. who promptly returned. it to his
' pocket.: The ‘one who had just
partaken: asked if the owner  of
' the. Scotch wasn’t going: fo. take a
 drink, tooy The reply was' as fol-
 Tows:; “Not until the police have
| determinetl the cause of the acci=
‘dent.”) St SN

You recall the Warner & Swasey:
1A turret lathe remarks. (Along
the same lines, I give you addi-
tional ~‘data ' such 'as' Chrysler’s
predicament wherein: they report
the original: cost of all buildings
machinery and equipment now
owned and used .as $210,384 362.
Estimated replacement cost at: to-
day’s price level would be $352,-
000,000, But they have accumu-
Iated . depreciation reserves o
$130,513,952 and fall far short of

replacement  at  inflated = prices
The U. S.'Steel Corporation com-
plains that'a ton of pig tin which
cost $1,000 in 1940 is up to $1,900;
a large electric motor cost $177,-
000 in 1940, and is now $265,500;
a 20-ton standard ‘mill crane cost
$39,000 in 1940, and is now $80;-
000. In 1940 a new blast furnace
cost $3% million; they received a
1948 bid to build a similar one at
$7 million.

~ Bethlehem Steel estimates that
it would take between two and

‘| three timeg the money to replace

their estimated $980 000,000 plant
values at' present prices.’ They
have  spent $105,000,000: for ex-
panded  facilities, ‘although after
dividends, ' their 1947 profits;, an
all time high; totaled $26,000,000,
A mile of ‘pipe line that: cost
$12,000 to ‘lay. in :1939, is now
$39,000. ; e
.. Another ehallenge to small bus-
-iness is' that of so-called. reci-
procity activity of aur larger en-
terprises. For example, the large
‘agricultural implement companies
now. insist: that their dealers buy
. their binder twine from the im-
 plement manufacturer, fo insure

large steel company recenily ‘so-
licited -an order from a contractor
for: concrete  reinforcing « bars on
i the basis that bars would be ‘de-
‘livered “only .if ' the “econtractor

‘requirements from ‘the steel- com-

remeémbered liquor shortage. such

representing an adequate accumu- |
lation to cover the cost of their |

continued machine deliveries. A

would also purchase his wire rope:

pany. In:the davs' of.the well

trangements were called . tie-1n:
sziiales.a You' Scotch drinkers ‘may -
¢till have some rum in your cellars
that vou didn’t want, but were :
told to buy 'if ‘you wanted_ Scotch. :
1t used to be two cases of rum to :
get one case of Scotch. These ;
ractices ‘leave a sour ftaste In i
yeryone's mouth, ‘and we should
all resist them 'with all possible
means at our disposal. '
" No talk of this nature would be :
complete at. this season without

I-have & beauly for’ you, elipped ‘
from . a - Portland, . Oregon, paper:

tinder date of May 14, 1948. It (.
wag a hrief account ‘of the then)
current - Chrysler ' sirike,” ‘which 7!
read about as follows:.“I am the ('
tirst candidate for Presiient ev,er i
to speak to pickets om strike. I'me i
glad you are' doing so:neth-mg:;to :
get the profits of Lhe: automobile :

industry which rightfully belong

| to- you.” - Guess wil0 was quoted?
| Phooey! -Since  when . did corpo-;

rate profits rightly belong, to the
workers? - Ia. my school and ;col-;

lege days, the book said the stock=:
! holders owned the business. ‘Let’s: .

return ‘to the: thinking of those;
earlier days, and more important,;.
perhaps, select as candidates and:

‘lelect -as lawmakers ‘men . ani:

women who will worl in: our:in-;
terests as patriots and not as poli-:

Federal Government problems, it .
will Tead-us direetly: and: quickly,!
to’ better -government. .0l
in o Strikes oy St N
L+ It is not’possible to ‘accurately. .
compute strike- costs for eorpora= ',
tions. . A ‘commentator - recently. .
iestimated - workers': costs frony .
‘strikes as followa: o0 thot ol
- Steel—(1750,000) " workers, $207. .
lost: wages. (3 years of Increase:
igained, to make ‘up loss.) el
! Eleetrical - appliance  workers
-$436° lost: wages; ‘coal “miners— -
'$539 lost wages; automobile work-
ers+$525 lost wages. ' (5 years'of
/inerease gained, to make up loss.).
'.“The United -States Department
of Labor: eéstimates that in: 1947
‘there were: 3,600 work stoppages °
‘which “involved 12,200,000 workers: |
‘and. represented: 35 miillion ‘marn
‘days of, lost 'work. Thése figures
’:for»1946 were: 4,985 - stoppages,
/4,600,000 workers. 116 .'million
'‘man days at work lost. They also *
istate ‘that three out of every five
11947 -work . stoppages ‘were con=
| cerned - with wage disputes. . -
‘Other Costs
| In order to include figures- on
| othér activities besides manufac-
| turing there are here given data
on retail operations, and banking.
Retail operating expenses rose
from an average of 28:6% of sales
in 1946 {0 29.3% in 1947. Oper- =
ating expenses .per transaction |
rose 10%—from $1.19 in 1946 to .
$1.31 -in 71947, "Salaries of sales
people incéreased to 6.3% of sales
in 1947 vs.-5.9% -in 1946, - Number
of. transactions per sales person
declined 9% from 7,422 {o 6,784 in
1047 oo ot e R
Banking < costs are climbing
sharply. Salaries and wages in-
creased 20%  in the past year, and
other operating expenses 16%.
Since 1939, salary cost to hand'e
a’ banking - transaction ‘has in
creased - 100%, including a 40%
rise in clerical salaries and a.30% .
| decrease in clerical  efficiency.
Cost of customers’ checks has in-
creased 41%,- check book ‘covers
lare.up 183%, statements  70%. «
Equipment costs are up .an.aver-
| age:of ' 34% and building ' costs
174% in the past eleven years.
| These “are figures from the May
120 edition of the Los Angeles
“Times." ¢ , x iy i
| In his pamphlet titled, “High
| Prices.” Dr. F. A. Harper of the _
il Foundation for Economic Educa-
| tion. says,. ‘and .1 quote. “In';the
i| preceding ' discussion of ‘corpora-
‘tions, their profits were found:to
be  innocent ‘as"a cause . 'of ‘high
| prices. It:was found that crofits
after taxes, compared: -with: pre=--

at least onhe political ‘reference.: -

ticians!. Utopian?. Sure, but if we .
| wiil devote.more energy.. time.and, .
thouzht 'to our logal  state and . .

190.0 209.5
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war,rose: less than.the income. of
“relher  corporation: ‘employees or
7 Tof other ‘employees,: less'than ‘the
income; of ‘farmers; or- other non-
ncorporated tusiness, and far less
than the cost of government.”

... -Histery Repeats Itself
In the period of 1810 to 1814,

‘England ‘was having the same|

‘kind ‘of difficulty ‘'we are having
‘today. It was an earlier ‘postwar’
-period and money circulation had
‘expanded greatly. A series of un-
‘favorable ' harvests led to heavy
.wheat imports and war require-
‘mentg absorbed tonnage for non-
‘ commercial . purposes. - The period
"1810-1814 shows the highest 'level
.of. prices, tne greatest deprecia-
“tion of the exchange, largest pre=
“mium on precious metals, highest
‘level .of ~extraordinary  foreign
payments. and  of “governmental
“expenditure abroad, highest level
" “of. total agvances of the Bank' of
‘England, the -aggregate: largest
.- deficit ‘over: any- five<year period;,
‘the- largest - unfunded - borrowing.
++. " While :prices ~were  falling  from
1 /1810 to 1811 and risiag’ from 1811
fo 1814, ‘premium: on | éxchange
‘was rising from 1810°to 1811 and
! falling from.1811 to 1814. Again,
,Ain 1816, sterling was at par, but

“the: circulation of 'Bank of Eng-.

“land notes was almost at its max-
imum,.© All of these superlatives,
-+ . 0f course; refer to.events.up' to
. thag time. :

At this. point T should like to

. digress.a moment. At the Press.
. luncheon - ‘yesterday,. L had. the
 good fortu:ae fo-be seated besides

« Phil: Hanna,: noted. Chicago col-
“, umnist.. “I- .quoted:. the. foregoing

7 Higures to'-him;and. he. expressed.

. keen interest. ' His :comment, was
+1hat' England did not. go Socialis=

. Lid for 150 years after that period:

- so that:there might still-bejsome
i hope for f.he United: States.:
‘7 All ‘through: the course of his-

i tory people have been ‘searching.

' for: the philésophers’. stone, that

. elusive thing ‘that' was' supposed
-« te.enable the finder. to: turn stone
Higher ' wages - and,

; into ' gold.
. shorter hours’are the current ef-
fort. We have had our John:Laws,
. Louisiana ‘and -Mississippi, Bub-
. ‘bles, . Fiat - Money  Inflation s in
_ France, the Florida: Land /Boom,
" all monuments: to. man’s. ‘gullibil-
ity and zeal to profit without ef-
* fort. : PRI
ity What About the Future?
" 'The cause and. effect of In-
. creased Cost of Corporate Living
have been discussed. Now, what
" ‘about the future? 'What can we,
‘as small.businéss men, do to help
! 'to preserve our present system,
‘ ‘and to deflate our country and the
world to-a lower.price base? The
answer has appeared many times
. in ‘print since’ V-J Day. It is
‘more production. Better.under-
* standing . of fundamental . eco-
* nomics on the part of labor and
. management would help a lot,
- too. - SRt
... A representative of one of our
", Jarger unions called upon me for.
. .a contribution to a fund they were
. raising to bring management and.
" labor. clcser together. This was
. the union -whose head had con-
., tributéd much to the: failure of*
. the President’s . Labor-Manage-
. ment . Conference . of  December
'.1945, After a lengthy discussion
.-this: . union . representative ' ad-
...mitled to me that,-in his opinion,
. the country would be very much
. .better off.if we: could return to
.. the 1937 level of prices and wages.
‘. .. Only  through: a - better under-
.-standing of the past can we look
forward to a-safe and sane future.
. Such an organization as the Com-
«mittee for:Economic Development
~of . which Mr. -Paul - G.. Hoffman
wag: - the: - head, ' ean’- contribute
much to the stability of our econ=
“.omy by educating ‘our ' business
. managers:and: guiding - their

;s thoughts -along: the . proper chan=
Swnelsivi R S
<00 A further - reduction  in' taxes
¢+1 “through the transfer of non-pro=-
:ductive: government. workers. to
. productive’ business. - assighments

would also contribute to our fu-
ture stability, . It should also re-
sult. in: less government_ in, busi-
ness. - . 3

A planned annual reduction: in
our Kederal debt by a minimum!
of--$2,500,000,000 - would - also ap-
pear to contribute to sound fiscal
practice, - i ;
- Developinent of minds and men
who ‘can cope with the economic
and -diplematic' problems of oun
day-and the days to come, is an~
| other ‘must. i i :

Development of laws or prac-

for such people as John L. Lewis
to hamstring our entire economy
is.another cnallenge that must be
met and solved.

Last, and most important of all,
if Count Bérnadotlte or some other
peace and pace raaking individual
could be persuaded to show Stalin,
Molotov - and the other Russian

“leaders' the way to peace  and

prosperity,  this country andthe
world ‘might enjoy-a long era of
such life as was envisioned in the
Scriptures when ' the = words,
“swords into plough shares” were
first written.

tices: that will make it impossib‘le:

weakness with ‘the calculations is
that’ price indices in: many. coun-
tries are distorted by .price sub-=
sidies, - rationing,  direct controls,
and other interferences: with: the
free operation .of the price system.
Consequently: the price indices in
these ' countries: may generally "be
presumed: to ‘understate the price
rise,’and thus: lead: to a consider-
able overestimate ‘of the present:
-day: value’ of “ the "currencies con=
‘eerned. . This' effect: is magnified
| by ‘the faect that many commodi+
ties ineluded in theindices may
‘be ‘simply unavailable; so' that

be used, and by the fact that no
-adequate’ allowance’ ¢an: be: made
for such: things as deterioration
ofrquality and' the inereased cost
-which results from' delays in sup=
ply ‘and other interferences with
production:: oy e A i
A third technical « criticism" of
+these’ particular computations'de-
rives: front the fact that, in strict
‘theory; the base year or the base
period should be one of approxis'
‘mately long-run:equilibrium: This
means,. among ofher things, that
there should be little or no unem=
ployment, and that the factors.of
production:should have beer dis~
tributed’ in’ approximately-the op=
timuni manner: among the various
préductive industries: 'It"is clear
.that''the: year 71937, which -was
used:as'a base in the computations
just- made, was far from satisfy-
ing these conditions, and conse-
quently the results may. be sub-
ject to serious distortion. - Any at-
tempt to, compute -a really satis-
factory base. for these calculations
would: " involve a ' tremendous

‘l'amount ' of research and a' good

deal of personal judgment:and es-:
timation' on the part of the re-
search workers concerned, if in-
deed- it ' would be possible at all.
Nevertheless' one may hazard  a
guess on at’ least' one distortion
that ‘probably ' results’ from the
particular base year chosen: prices
of foodstuffs - and: raw ‘materials
in 1937 were probably much too
low: relative to other' prices in
terms. of the opportunity cost in-
volved-in producing them, Since
‘these priees have risen much more
than other prices in the meantime,
purchasing :power - parity - compu=
tations ‘probably overvalue the
curreneies, of industrial countries
and  undervalue those of raw

the present time. .

~Let ‘us turn now.to the more
fundamental: criticisms .. of . ‘pur+
chasing power parity. It has long
been recognized that price data in
- particular countries at a’particu-
lar time) are ‘not  a : satisfactory
basis for computing an equili-
| brium exchange rate. " If attention
is limited to the prices of com-
‘modities which areiactively traded
in world markets the computation.
will generally appear to confirm
existing exchange' rates, because
price arbitrage will insure that
quotations of such goods in all
countries will bé:. approximately
equivalent' -when . transportation
costs are taken into consideration.
If, on' the' other hand, the compu-+
tation is made in.terms: of the
prices of domestic | 'goods;’ then
commodities  (suchr as = houses)
which. cannot enter into" interna-.
tional trade,- or ‘can  only:enter
very..indirectly, -may. distort .the

| .f "‘R'ealislic’f ; E&changé Rates

. (Continued from page 2)

‘more expensive: substitutes must |

‘material ' producing countries at|.

results. .If, finally, some other |
group. . of prices is' used, they
can  be’ nothing more than a
chance or.arbitrary mixture of in-
ternational  goods and domestic

‘goods, and the exchange computa-

tions will be equally ques;i‘onable.
. The: disturbing; effects of these
‘influences can : be ‘minimized by
the procedure ‘of comparing the

‘changes’ of prices over time, as

was done above, instead of mak-
ing ‘a comparison = of ' absolute
prices at a particular time, Even
‘this. does not entirely get rid of
these difficult problems, however,
for: we still must decide what
type of price index to use. Whole-
sale price' indices are " usually
heavily influenced by bulk com-
‘modities “which are traded on
world markets—specifically, raw
materials. and . foodstuffs.  This
‘means’ that wholesale price in-

dices’, aré not entirely reliabte,

since: they will tend to move in

|the  same ‘direction 'and to about

the same extent in different coun-
tries.” Indices of the cost of liv-
ing are often used.for the calcu-
lation; yet such indices are subject
to.the opposite criticism, namely
' that’ they are ‘influenced by non-
"exportable’: goods. which  could
| not.be expected to affect the ex-
change " mgrket, ., very directly,
'Stilt a third type of index some-
times used is one relating to cost
of ' production — for 'example,
wages. .- Yet these costs vary
from industry to industry within
the- same country, and they form
the very basis of international
trade. Indeed they are in part
determined by world trade itself,
and to a considerable extent re-
flect the ability of the country to

| earn a higher real income by spe-

cializing in certain products. for
world markets. On balance the

 cost of living index probably gives
|the' best results, since normally all

domestic prices move pretty well
together and there is usually lit-
tle danger that' non-tradable
goods. will seriously distort the

of index to use often proves less
important in practice than these
arguments would lead us to ex«
pect, however; ‘it is frequently

found that the computations turn

out surprisingly close regardless
of which of the three indices is
used.

In  using :changes .in relative
prices to-ealculate changes ia ex-
change  parities, however, we
tacitly ‘'make two -important as-
sumptions.. The first is that the
economies compared were ap-
proximately in equilibrium in the
base period; as already noted, this
may- or may not be a valid as-
sumption in any“particular case.
The-second is that ‘‘other things
remain - equal”’—that no. funda-
mental  change occurs in- the un-
derlying economic  relationships.
For it has long been recognized
that there are important qualifi-
cations 'in any practical applica-
tion:of the theory; many qualita-
tive changes. in the ' economic
situation affect the exchange mar-
ket, in addition to the matter of
relative. prices ' in the various
trading: eountries. Capital move-
ments (especially  the flight of
‘capital: from ‘a country for any
reason),  changes in technology,

changes .in  tariffs, changes .in

indices. The question of the choice |

transportation costs, or:the de-
struction of productive' capacity

| as a result of war or some other

catastrophe would be examples ot
such qualitative changes.-

These criticisms of purchasing
power parity unquestionably have
a certain validity, yet they do not
by any means discredit the theory.
They * do = emphasize ' the  Iimits
within which it must be applied.
but further than that they amount
to no more than saying that pur-
chasing power. parity is an axe,
not a razor: with it you can hew
out.a fairly good idea of what the

exchange rate should be but you |

cannot compute the proper rate

.|to the last decimal place. Pur~

chasing power parity - computa-
tions are especially useful when
the underlying disturbances are
of a monetary character, as-in
countries undergoing - inflation;
hence they do have a certain ap-
plicability in many countries to-

day. g £

Recent theoretical develop-
ments. enable us to make a better
integration « of the '‘purchasing
power parity theory with other
factors operating on the balance
of payments. ‘Nothing very new
is added, but the relationships
are tidied up a bit and it becomes
easier to deal with situations
where “other things” are net
equal. More specifically, a coun-
try’s exports are treated as being
determined by (1) prices in that
country relative to those ‘abroad,
(2) the level of incomes abroad,
and (3) a number of other factors
that may be lumped together as
‘‘structural” factors in the econ=
omies of the countries concerned.
Similarly, imports are: determineg
by (1) relative prices, (2) incomes
at home, and (3) “structural”

factors. Little need be said about

the importance of domestic in-
come levels in determining the
amount of imports, nor about the
importance of

exchange market, but with the
further assumption of something
like a long-run equilibrium posi-.
tion of the whote economy, in-"
cluding (among other things) an.
‘optimum’ allocation- of resources
and a net capital inflow or out=
flow determineu solely by con-
sideration of relative profitability
o{ domestic investments and for-
eign investments.. Thesé coneepts
are constantly confused in discus-
sions of exchiange - rates. Un=
doubtedly some ' exchange* rate
can always be . found: that' will
give equilibrium in the first sense,"
but equilibrium in the second and
more fundamental sense will ust-
.ally require much more. than -a
,mere financial maneuver such'as
a shift in exchange rates, Fur-
thermore the rate that would now
give equilibrium in the first sense
10r a given country might be very
far from the rate appropriate to
equilibrium in the second sense-—
in. other" words, the short-run
equilibrium rate might be very
!different from the long-run equi-
librium rate, ‘The reasons should
now be obvious: they may be sum=
marized by saying that the “struc-
tural” factors affecting .the' bal-
~ance of payment have changed
markedly compared: to the’ situa-
tion at the end of the 1930’s. Some
countries have lost foreign invest-
ments, sufféred destruction or de-
pletion - of ' productive ‘plant  and
equipment, experienced shifts in
'the internal « distribution of in-
come, had their commercial rela«
tions:disrupted, and so on. Almost
all the world is extending itself:
either to repair direct or indirect
war -damages.‘or to..develop 'its
productive resources, which means
sacrificing present = consumption
for capital:  investments designed
to restore or raise future incomes
to higher levels. Inevitably these
efforts put added . strain on the
. balance of payments, due to:ex=

income ‘levels ceptional réquirements for foreign

abroad i determining exports, for goods and for other reasons, Un-
these matters are much discussed doubtedly, however, a large part

‘nowadays; it ig enough to observe
-that this constitutes the most im-

tation. As for the so-called “struc-
tural” factors, these are nothing
more  than the *“other things”

as remaining unchanged: tariffs,
transportation ' costs, technology,
and so on. It is a sort of basket
item — anything that isn’t includ-
ed specifically is covered here.

Our discussion has now rambled
rather far afield from its starting
point. What does it all add up
to in terms of ‘“realistic” ex-
change rates? We soon saw that
prices in the various free and
black . exchange markets are ‘a
poor guide to ‘“realistic’”’ rates in
any convincing sense, and the
paradoxes which crude purchasing
power parity computations yield
also made us skeptical of their
usefulness in the present situation.
Our theoretical rambles, alas, only
support our skepticism without
offering any practical alternative
approach; the ‘“structural” fac-
tors have changed so much that
simple  purchasing power parity
computations are inadequate, but
the structural ehanges do not lend
themselves ‘to numerical - treat-
ment. Is there nothing more to
be said?

There is something more to be
said—something that still doesn’t
permit any very precise rate com-
putations, but that does restore
some significance to purchasing
power parity computations and

.does help put some of the compli- |

eating factors in better perspec-

the need to distinguish  between
(1) equilibrium in . the foreign
exchange markets, in the sense of
an immediate balance between the
demand for and the supply of for-
eign exchange with no tendency
for  the country’s international
reserves to increase or decrease,
but with no other qualifications
regarding the country’s ‘economic
situation, and (2) equilibrium in
the .balance of payments, in the
sense of a similar balance between

demand.and supply in the foreign

%ﬁbitérit"innovaﬁon in'iHis pfésen?

‘which earlier discussions treated |

of - these reconstruction: demands
will be hon-recurring; when’they
taper off; theréfére; a very differ-
ent exchange rate would be set in
a freely operating exchange mar-
ket. :

It may well be that the best
method of fostering a country’s
reconstruction =~ and = promoting -
long-run equilibrium in its bal-«
ance of payments would be to let
the foreign exchange rate be set
in a free market continuously, and
to rely largely on the forces of the
market to allocate the uses of for-
eign: exchange at all times; or. it
may be that an effort to hold ex-~
change rates nearer to a long-run
equilibrium level is better, even
though this requires: exchange
regulations and other.direct con-
trols during the period of ‘recon-
struction. Each policy has its ad-
vantages and disadvantages, each
has its proponents and oppon-
ents; it is beyond the scope of this
article to attempt an  answer.
Whatever is the answer, however,
it must be logically worked out
and must be consistent with thé
over-all economic situation .of the
country  concerned. ' Uncritical
talk of “realistic” exchange rates
tacitly assumes that freely fluc=
tuating rates are preferable with-
out offering any rational argument
in their favor; it obscures rather
than clarifies the issue,

tive. We may begin by noting the '
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Our Reporter on Governments <

By JOHN T. CHIPPENDALE, JR. .<

The government bond .market continues to be largely a profes-
i sxonal affair, with prices moving not too: decisively’in either direc=
-tion. on light volume. . . . The trading fraternity seems to be trying
~out ‘the. market in-an attempt to.-find :soft: spots that might result
“in!quick. profits or develop.into a definite trend. . . . The longer
bank . obligations ‘ appear to have been' the targets of this: recent
"~ market: probing. ., . Prices-have 'been quoted down :without too
- much-happening so far.:... . The partially. exempt eligibles are still
- being taken out of the market, with inquiries coming from local
as well as out-of-town banks. . . .

There is still - not too much ev1dence of boldness among’ bank
" investors, especially those institutions'in the Central Reserve Cltles,
because they are expecting another 2% increase in reserve reqmre-
- ments in the near’ future, . Smaller banks, particularly those 'in
areas not affected by higher reserves, have been nibbling at the

' Jonger-term obligations, . These institutions have been making
‘purc,hases on price weakness L

) UNCERTAINTY ABOUT “PEGS” ’

Although sales of ‘Savings Bonds. to 1nst1tutlons have been com-
" pleted the money markets are not devoid of uncertainties. .

. is 'the confused 'international situation which  is havmg at least a
: psychological influence upon the government. market. . The do-
- mestic  picture .is pretty well. jumbled. between : the mflatmnary
“ spiral and politics, and -these forces cannot be disregarded in one’s
R ﬁ_nancial policies. ..., It is believed the politicians will give con-
< siderable lip service to’ inflationary trends but will probably do
very little concrete about it, at least until after the election. . .
; ‘ 'Nonetheless, these broad “open ‘mouth operations” 'could
““have’an influence upon the actions: of traders and-investors in
government obligations, , | . There'is still considerable concern
among holders  of government 'securities “over the: “pegged”
. prices of Treasury obligations, that will probably not be cleared
< up by what ‘will 'be said about financial' policies of the mone-:
tary authorities' in the coming campaign. ., ..

-+ LIQUIDITY PARAMOUNT

The  seemingly best informed followers of the money markets
are inclined to pursue a conservative policy for:the next few months,
which means keeping as liquid' as possible and staying on the side-

* lines unless tempting bargains appear in the market. . .. They be-
lieve the future course of interest rates will be determined by inter-
national developments, action of the securities and commodity mar=
kets and the trend of loans; which cannot be readily predicted at

" this time., . ., If prices in the commodlty, equity and government

" markets should remain within recent limits.and loans do not show
more than a seasonal increase,. interest: rates: will-continue at-pres-
ent levels, which would be a 1% 9% rate for certificates, ...

On the other hand, if there should be a sharp rise in the
commodity, equity and government markets and loans increase
substantially, then an upping of short-term rates is expected
which would mean a 1149, certificate rate, as a gesture. to halt
the inflationary spiral, . . . Higher interest rates will not stop

the forces of inflation unless earried -all the way through and
. such a course of action is not in the cards yet. ...

| “SHORTS” VULNERABLE :
A policy of remaining short and keeping on the liquid side
supplies the pressure that keeps near-term rates down.. . . This is

. well realized by operators in the government market, but they point
_out that in periods of uncertamty such as now, so many things can

). . happen that preparedness for what might take place is preferable

£ .40 minor increases in income that could be wiped out through quick
: ‘price depreciation. . . . Staying in a‘liquid’ position does not mean
: _selling the longer-term higher income government obligations, since
it is indicated that most of these institutions have ample cash and
ghorts without disturbing the more distant maturities. ... . Positions
will be adJused by letting out or takmg on’ short-term obhga-
tions, ..,
" 'Also it was noted that holdings of the higher income long-
er maturities of Treasuries have reached levels that.would not

be disturbed . unless somethmg much more: drastic than is -
looked for takes place. . . .-

NOTES e
Insurance -companies, 1arge and ' small contmue to. let: out the

*ineligibles with two of the “Big Five” reported‘to be heavy: sellers:

"7in'the past week. . .. It is the same .old story of making room for
investments other than United States Government obligations. . . .
The smaller . .concerns -have also been' quite ‘active on' the liquida-

:‘tion side with the proceeds gomg largely into-mortgages ' that look
attractive to-them. | .,

Savings banks have been biting away at the new issue cor-
porate bond market- evndently at the expense of the government
market. ; . . A new issue-of convertible bonds recently :floated'
by a large' induastrial company, which yielded less than 2.609,
was bought in fairly sizable amounts by these institations, , . :.

- "Xt could be that the Savings Banks are lookmg for some price
‘appreciation in the corporate obligation, .. ,
Some of the dealers are inclined' to believe that the me]lg1bles
will tend to firm up, with the Savmgs Bond Sales over. ; ... Their
Positions, according to reports, have been expanded in the taps, in

; There:

| Society Brand Clothes,

Corporate Investors Need a Betler Box Score

(Contmued from page 4)-
18 of the companies disclosed en-
tries direct .to earned surplus for
extraordinary gains or losses (a
total - of /1,080 such entries ex-
cluded from' net income in a pe-
riod of six years).

(2)! Apparently.’ similar items
were treated .in ' different ‘ways
not only: by different: companies
but also by the same company in
different years (a total of 1,487
entries to income of the same gen-

|eral types as those charged -to

surplus).

(3) The use of alternative treat-

ments in many such cases would
have made possible a material
variation in' the amount reported
as nef, income (in one company
the 'earnings per share for one
pacticutar year could have been
reported as either $2.86, $3.11,
$3.87, $3.90, $4.12, $4.15, $4.91 ‘or
$5.16, depencing on the treatment
of certain extraordinary: charges).

/(4) The total distortion  of cu-

miulative earnings can be substan-,

tial (one company which reported
earnings of = $75,053,000 ‘in six
years had surplus charges of $28,-
040,000, during the same period).

The report did not suggest a

* | definite solution for the problem
|thus presented. It came to the

conclusion : that there was then
no known type of f‘apple-sorting
machin e’ which: would fix
whether an item should go in the
income statement and be included
in .computing earnings per: share
or be transferred to earned sur-
plus and be excluded from earn-
ings per share. It also expressed
the hope that something could be
done about the whole problem. .

Accounting  Solution

Some years ago, in 1932, a com-
mittee of the American Institute
of Accountants, in correspondence
with the New York Stock Ex-
change, . expressed %the . opinion
that “the value of a business is
dependent mainly on its earning
capacity; and that . . . an an-
nual income  account is unsatis-
factory unless it is so framed as
to constitute the best. reflection,
reasonably ' obtainable, of ' the
earning capacity of the business
under the conditions existing dur-
ing the year to which it relates.”
This clearly 'suggests the exclu-
sion " of 'material  extraordinary
items of the type deseribed. Many
corporations and accountants dis-
agreed, on the premise that a
statement so compiled. fails to
tell the whole story and that the
continuing exclusion of prior pe-
riod 'unusual and nonrecurring
gains or losses from income state-
ments creates a financial history
which is false. This position was
once emphasized by the Securities
and Exchange Commission in :a

(E s b CORPORATION EARNINGS

Company—
American  Cities Power
and’Light Corporation

Swift & § Company' (c)

Yedr Dec.
' Year Dec.

53 weeks Nov.
52 weeks Oct.

" Year Oct.
Year Oct.

' 52 weeks Nov.
-52 weeks Noy,

rYear:Dec.
/1 Year-Dec:
'YearDec.
Year Dec,

Year Nov.
Year Nov.

Inc. (c)

The" Rath Packing
Company 3

Household Ftnahce
Corporation{c) '+

Chicago- Mill &
Lumber Co.

Aviation. Corporation
(*)" 000 omitted

(c) Consolidated
(L) Net Loss. expense, or other charge

Explanations of other gain or loss:

decision in which it took special
note of 'the frequent:recurrence
of nonrecurring 'items.

While this antipodal theoreti-
cal argument went on it was gen-
erally -accepted @ accounting pro-
ceeaure to insist upon  full :dis-
closure of -the unusual items  so
that no one would be:misled by |
the treatment if he read the fi-
nancial statements. This was- the
position taken by the New York
Stock Exchange. However, while
this may have solved the prob-
lem for those who ‘analyzed an-
nual corporation reports, it did
not settle two difficulties: the
inability or failure ‘of the aver-
age investor to. analyze- the fig-
ures tothe extent of making the
necessary distinction between or-
dinary’ and extraordinary  items
and the inadequacy of press re-
porting of a single figure of net
income which must either include
the "unusual items and  be dis+

-tortive;  or ‘exclude them and  be

incomplete; ;

A short time ago; the Commit-
tee on' Accounting Procedure of
the 'American  Institute -of Ac-
countants: took a positive. posi-
tion designed  to deal with this
51tuat10n Ina formal statement,
it has

(1) L‘stabhshed a' requirement
that, with the exception of certain
types of extraordinary items  of
material amount, -all @ items of
profit and loss recognized during

.the period are to bz used in de-

termining the figure reported as
net income, which: amount is to
be clearly and. urnequivocably set
forth.

(2) Established criteria for ex-
clusion of material extraordinary
items from net income.

(3)  Required that items ex-
cluded from the income statement
under these criteria . be clearly
set out and described, either in
the statement of income imme-
diately® following: the: net. intome:
figure or in the surplus statement.

(4) Urged that future summary.
reporting " of  corporate earnings
as earnings per share be related
to:the amount reported as net in-
come "and: that where gains or

'losses “have been excluded from

the determination of net income
they should be separately re-
ported.

. Under ' the crlterla adopted
items such as. the following will
be excluded from the determina-
tion of net inecome:

(a) Material charges: or credits,
other than ordinary adjustments
of a recurring nature, specifically
related  to  operations: of . prior
years, such as the elimination of

‘unused: reserves provided in: prior

years: and adjustments of 'income
taxes for prior years;

(b) Material charges or credlts

Other Gatn or Loss
Commaqn

Net Income
Common

Perlod Endéd ‘Amount* Per Share Amount# Per Share
31,1947
31,1946
11, 1947
26, 1946
31,1947
81, 1946
11,1947
2,1946
81,1947
31,1946+
31,1947
31,1946

30, 1943
30,1945 -

$1,677
2,071

34,335
16,395 .-
380
321

2.
1.

1
©2,946 3,
2,066, 2.
3.

2.

9,

4,

$ .52 81677 $ .23
.58 1 (24T)Le 085

580 . (9,586)L - 1.62 *
Tt 148000 25

1201

2
5 R
70 4150
9
9

3

(665)L °

8,174 . :
(938)Li"

5869 -1
AT 0 st
977 6 ( 53)L!
2:.0:°12,721
35 3,732

5!
2!
2
2!
19 -
4
1
1
2

1,514
2,015

. |'American Cities: Power and Light—1947 and 1945. profit on sales ot ‘securities, less
: redemption premium on- Class A stock redeemed.

Swift- & Company-—1947." pro-

vision for high-cost additions to fixed assets, and -Canadian-exchange adjustments
less credit for reversal of reserve- for deferred . maintenance and adjustment of

prior year’s- Canadian taxes;

1946,' Canadian- exchange  adjustment, and-.i

resulting from. unusual sales of
assets not acqulred for resale and’
not of the type in which the com~
pany generally- deals;

.(e) Material  losses of a type
not ‘usually insured against, such
as those resulting irom wars, riots,

-earthquakes and' similar " calam= -

ities or catastrophes except where
such losses are a recurrent hazard
'of the business;

(d) The write-off of a material
amount  of intangibles, such as
the complete elimination of good-
will or a trademark;

(e)’ The write-off - of material

| amounts of unamortized bond dis-

count or premium and bond issue
expenses: at the time: of the re-
tirement or refunding of the debt-
before maturity,

Thus, the accounting prof2ssion
has . now. forcefully implemented
its 1932 statement that the income
statement ° should . reflect ' the
“earning capacity” of the businéss
under the existing conditions. of
the . period. . . With these criteria,
the “unusual ' transactions of the
four ‘companies described earliér

‘in this  article would be excluded

from the determination of net in=
come and separately reported.

Form of Box Score :

In making this significant ad-
vancement in corporate account-
ing requirements, the accountants
are still concerned about the past
inadequacy of press reporting and
the emphasis on a single figure of
earnings per share,  Reporting the
sum of net income and all the ex-
traordinary ‘items of - gain ‘and/or
loss as a'single figure is proscribed
because it would be misleading as
to ' earning capacity. Reporting
merely the net income figure will
fail to disclose the full results of
the year if there are unqsual items
excluded from net income,

‘'What is clearly mneeded, there-
fore, is a type of published box
score for business earnings reports
which ' initially meets these re-
quirements: ; .

“ (a) It should - state separately
the ‘ordinary net income in dollar
amount and in amount per share,

(b) It should state separately
the effect: of excluded ‘unusual
gains and losses during the period,
both  in dollar “amount and in
amount per share,

(c¢) It should be standardlzed in
form, including the showing of
comparative results,

The accompanying illustration
shows ‘a box score prepared on
such a basis.l It will fit readily
into*a two-column spread in the
average  newspaper -or financial
paper2;  Featured: reports - could
easily be' amplified by introduc-

‘tory comments’ to the box score.

-. Obviously, - such : a. box - score
would not tell the full story of all
of .the hits and ‘errors of business
operation, as does a:standard box
score for baseball fans.': However,
it“would have the advantage of
(1) uniformity and (2) a complete
reporting of  the'‘‘earning capac-
ity’”for the: period.and of the ex-
cluded abnormagl transactions, The
mere disclosure of the .amount of
the latter would: invite would .in=

vite inquiry:on:the:part: of those

interested,  but: the:. illustration

‘ suggests that a'summary-explana+

tion ; be' included: as’ well., ;The
unique c1rcumstances of busmess
operatlon at - the ‘present - time

‘| make -the ‘need: for  such dis< *

closure -readily -apparent, as evie
denced by’ the- frequent - appear=
ance in annual statements of such
items as' contingent reserves,-tax
refunds, -additional’ tax.'.assesse.
ments, sales of plants; and so.on,,:

1The figures - ngen here  have : beer
d from l.reports; but, in the

tox adjustment for prior years, less provision for inventory replacements applicable

to prior years.

Society Brand Clothes—1947, profit on‘sale of capital stock of &

subsidiary and adjustment. of fixed assets expensed ‘in ‘prior years, less adjustment
- of prior years' income-taxes. - Rath Packing Company—1947, transfer from reserv:

. for contingencies to - surplus.

Household Finance Corporation—1947, transfer to

reserve for Canadian currency fluctuations and other contingencies; 1946, transfer
from contingency reserve, writedown of: investment in subsldtary additional ‘com=~
pensation of prior years arising from sale of .stock to employees, and contribu-

absence- of app]led crlterla at  the hmc
cf their rel d: be idered as
illustrative rather than factual.

2 Ultimately; the. earnings box scora
should perhaps ‘be élaborated:to rontain
a; report of comparative sales, .and 'pos-
sibly working 'capital, all of which would
provide further:indices..of the trend.of

tions: under - retirement plan, --Chicago -Mill .and .Lumber—1946, charge- for.addi~
“tional income taxes for prior years. . Aviation Corporation—1946, profit on sale
< ‘of 211,000 shares Amerlean Airhnes, Inc .—1945 pfoﬂt ‘on ~sales ot securmes.

‘the - business. Such :information is cer=
‘tainly . of interest .to; the perwn who,,\‘

the ‘past-10 days, which means that the: “professxonals” are expect-
= - reads. earnings: reports« i

. ing 1o, make ‘a- tradmg turn in- these secuntxes

i.'J
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The ERP Agreements—A New International Era

- (Continued from page 17)

other’ and .that ‘“‘the. success‘of
the program rests, upon. the will-
ingness and  good faltn of these
countries in carrying  out their
pledges” to that end,
11 am sure that-the people of
this country are convinced, as this
Association must have been con-
vinced ‘in-endorsing the ‘Program
that ¢the Program'is necessary to
prevent ‘the United States :from
being confronted with ‘a world-$o
unbalanced and host:le as to pres-
ent almost insuperable burdens to
.the people--of  the United States
in the future, jf Europe is not once
more : rendered - free: - and:. ade-
quately strong; both in its political
and economie- life.””. (I have again
quoted the'language: of .the.,Housc
Foreign Affairs Committee)

% 1'This is'the purpose and the: cet-
ting against ‘which  'we’ are’ dis-
cussing' the: bilateral -agreements
which I have ' :said: “introduce
next . week ''a‘ new:era.in: our

~ relations with ‘participating.coun-
iries: of / Europe. " These  Agree-~
ments:respect the ‘dignity :of: the
.participating ‘countries: as: well: as
of ‘the ‘United States andgive as~
surance that our assistance will be
‘used tothe hest possible advan-
tage. However, like all' compacts
or basic charters they must be ap-
praised, interpreted and applied
in the light of:the vast purposes
which. they . .are ' intended  to
achleve, The undertakings of the
participating nations burrow deer
into the internal économy of eack
country, intimately affecting the
daily lives of the 250 million in-
-habitants of western Europe, -

A New Precedent
Never before in history, so far
as I am aware, has any nation un-
dertaken by solemn internationa’
agreement to use’ its  best en-

deavors “to adopt or maintain the

measures necessary. to = ensurc
‘efficient and practical use of al’
the resources available to it”’; “tc
promote the development of .in-

dustrial and-agriculiural produc-|

tion on a sound ‘economic. basis”:
and “to stabilize its currency, es-
‘tablish or ma'ntain a wvalid rate
of exchange, balance its govern-
mental ‘budget ‘as 'soon as prac-

‘ticable, create or mamtam mternalt

financ’al stability: 7

L Under takings ‘of ‘this magnitude
‘Surely Jrequire .a.. mature” and
Teasoned appraisal, comparable in
many respects to the judicial ap-
proach- towards the application of
constitutional - doctrines - of = due

s process, “interstate . commerce or

‘freedom; of contract. Our. respon-
sibility for realistic ‘and. wise in-
-terpretation.is as-solemn as is the
duty . of . each. signatory to. dis-
.charge " its .. undertakings . with
unchallengeable. good : faith, -And
~that resoonsxbxhty orn. .OUur. ‘part
which is an.inevitable cotollary of
our. posmon of leadership, is ‘in
some measure in’ the custody of
the Bar of this country., :
1. have sald that ‘these. Aglee-
tments’ can . be mstruments of
igenuine., cooperatlon on .a’ scale
‘never befare .attempted - or . that
‘they' can.bring about: serious in-
; ternational,‘misu‘nderstanding‘s and
“friction; The latter will' be -a’ dan~
srger: onlv to the extent we! Ameri-
‘eans-fail to. understand 'that, as-is
¥true' - of :all :basic :charters. these
tAgreements: are :essentially be-
‘tween peoples, not ‘governments,
= And ‘we bear a: responsibility for
“wiset interpretation’ and rapplica-
i tioh of the-Agreements not merely
“because they embody the general,
‘basi¢ undertakmgs 1o Wthh I have
already referred,”
¢ »In: addition, the .participating
g (}ountrles make commitments of

‘a’ ‘more’ specific' nature “which' 1
_shall illustrate brlefly, for "the
purpose of underlmlng the neces-
‘(8lty " 6f ".appreciating’. fully. * that
‘these Agreements do- m fact rep-
<resent a newr pattern m our: 1nter-
natlonal relatmns

. .Commitments of . Participants

Each' country -undertakes; with
respect to-assistance provided on
a grant ‘basis,” to deposit in . a
special account the local currency
equivalent of the value of our as-
sistance, Thereafter, that country
may make expenditures from the
account only in agreement with
the United States,

In general, such  expenditures
are to take into account the need
for promoting. internal monetary
and financial stabilization in the
participating . country, the stimu-
lation  of  productive activity and
international - trade, and. the de-
velopment of new ' resources :re-
quired not only by the participat-
ing country but also by ourselves.
The Agreements also provide. that
the . .fund. may’ be: used : for the
effective .retirement. of the  na-
tional debt of each participating
country. .Inasmuch . -as. the’ Con-
gress has authorized the expendi-
ture of $5 billion during the first
12 months, of which over hali
probably will :be: made ‘available
on a grant basis, the impact upon
the .internal economy of many of
the participating countries through
the. administration of these funds
becomes clear. The United States
will have a voice in the expendi-
ture by participating countries of
amounts of local currency whick
in certain instances may well ex-
ceed the total value of the cur-
rency in circulation in the country
concerned,

I have referred to the fact that
the local currency deposits may. be
expended for the exploration and
development of materials requlred
by this country. There are addi-
tional  provisions in the Agree-
ments which require particinating
countries to facilitate the sale, ex-
change or other method of trans-

.association

fer to the United States for stock-
piling . -or . ‘other - purposes : of
materials :available in such coun-
try ‘and: required by -the United
States, The quantities to be aval-
ablé for transfer are to be agreed
to “between the two governments

‘with due regard for the reason-

able requirements of the partici-
pating country:for -its domestic
use and commercial export of such
materials. | The “Agreements  also
contemplate * ‘future - subsidiary
agreements ' according - suitable
protection. to the right of access of
any c.tizen of the United States,
including any corporation or other
created . under -the
laws of the United States, to. the
development  .of ' raw' “materials
within :participating ‘countries. on
terms.'of treatment equivalent fo

| those. afforded to"the nationals of

the " participat: ng. country con-
cerned. This prov1s'on extends an
“open-door” 'policy ina: strictly
modern sense, and will be applied
in a ‘manner which will neither
injure ‘the economy of the par-
ticipating country concerned, nor
hamper the accomplishment of the
broad objectives of the European
Recovery Program.

i These illustrative examples.
drawn from the Agreements, will

suffice to show. to the members of

the Association the gravity of the
general “ obligations which have
been freely undertaken by sover-
eign 'states.. You are. I believe,
the first group to d:scuss this mat-
ter publicly. T am certain that as
operations under the Agreements
get under way, as problems of
their apphcatxon and ‘interpreta-
tion .arise, and as the objectives
of the undextaklngs come closa”
to fruition, this Association  will
lead the way to clearer and fuller
public understanding.

Repercussions of International

Wheat Pact Failure

(Continued from page 6)

tion is to look thereafter, because
there. will be no storage space
for the surpluses of two years.

Is There a Free World Market
Price.for Wheat? 3
livAg: far as’ the 1948-49 crop ‘is
concerned, the International
Wheat Agleement would  have
lowered the world market price.
Afterwards, the Agreement would
Rrobably have kept  the - price

igher ‘than the .demand-supply| -

situation, would have warranted.

The maximum price of the In-
ternational Wheat Agreement this
year would have been $2.in Por!
Arthur, Canada, which is equa’
to $1.88 in Chicago; while our own
wheat prices—because of the sup-
port it the CCC——wﬂl be $2.28
Chlcago :

The: “maximum price” woulc.
thus ‘have 'been' 40 cents ‘lower
than our support price during-the
next 12 months, and it is very
probable  that the  ‘maximumn
price”. would have become the
“world - market “price” “at’ which
most ' of * the  additional whea
would have been sold.

There is, namely, no free world
market price for wheat, because
the free markets have ceased tc
function; Bulk purchases of wheai
by governments and bulk sales by
governments have - taken': the
place of the pre-war- trading be-
tween “thousands of buyers and
thousands of sellers, Prices have
in' the past .years' been fixed by
the governments of ‘the main ex-
porting . countries. Only- -in  the
United States was *the - price of
wheat until ]ately left to the play
of demand and supply Thus the

theoretmally, the world . market
price. Since the last few weeks,
however, the wheat price in the
United States has moved down to
the support level at which it will
be kent by CCC purchases and
loans. ‘It looks:very much as if
our own fixed wheat price’ will
become the ‘world market price
unless a real excess of supply over
demand should arise already this
year,

Under the International Wheat
Agreement, Great Britain would:
have bought: approximately 172
million bushels from the United
States, Canada and Australia, the
other' ERP countries 201 million
bushels, and the: remaining mem-
ber: countries’ — South *‘America. |
India, etc.—117 million bushels
Great Britain will get her wheat
from: Cahada at $2 a bushel .and
at about that price from Australia.
The  remaining ERP countries,
however, will probably have tc
pay 40c a bushel more or a total-
of $80 milh’on, that is, if they take
the' full amounts. In some cases,
notably Poland -and France, this
may: be doubted,

On the other hand, the Umted
States, having promised their far-
mers ‘a price of $2.28 Chicago

would have paid in subsidies $74

million for the 185 million bushels
they were expected to sell under
the Agreement to !the 'ERP and
other countries, This amount was
not budgeted: yet. A goodly share
would have been subsidies for ex-
ports to South American countries.
The prices of the coming ' years
will show whether the importing

countries  would - have. benefited |’

from the Wheat Adreement at

Amerlcan “wheat pnce became, least in price,

'l‘he Securities Business ;
And Free Governmenl j

(Contmued from page 6)

farms and cities, dine in its homes,
study 'in its schools, work in' its
factories and offlces and pray ‘in
its churches.

When: we ‘are Iaced as.we are
today with problems that seem to
press us down, we should look out
over: America and the strengthit
represents, we should recall:the
staggering issues that must have
been resolved. to have produced
what we have. From what we-can
see and.from the memories of our
past- 'we -draw a -confidence : that

.can not be:shaken,’

The soundness of our actions as
individuals‘ must  be -judged
against this background of ' free
government 'and : great . achieve-

vment which I have attempted to

paint. It is not enough'to be for-
tified with the confidence that we

.are -each citizens. of . a country -of

great strength and .great human-
ity. . We must know that in. the.

-work we do, we are adding to that

strength and being gulded by that
humamty

“The Role of Securities Business

In one way or another all of us
are engaged in the business of
seeing ‘that. the ' industries ; of
America are adequately financed,
of ~seeing that the savings of
America move into useful - work
and that the millions of Americans
who buy and’sell sharesin Ameri-
can. industry. are provided - with
fair and orderly markets in which

they may make their transactions.
Some of us have.the duty of see-
ing that appropriate ru'es are
made -to direct the business.and
that those rules are enforced.
Others must foresee and advise on
the financial requirements of in-
dustry, = secure’ the < 'capital and
vlace it at. work. Others are con-
cerned primarily in operating the
market. facilities by which con-
tributors of capital acaquire or dis-
pose of their shares. -In short we
are all in the securities business,

We are competent judges of the
contribution which the ‘securities
business is making, and has made,
to . the ‘growth -of America.. We
know' that much of that growth

sembly and use of capital by cor-
porations and that the securities
business is the effective agency of
new capital formation and for the
transfer of corporate shares.

! For those who are here, and for

‘the thousands of others who are

not here, who make up the long
list of American citizens engaged
in . the “securities ' business, - the
achievements of our business and
the standards; of ‘conduct under
which it operates furnish: the
sound pase: upon which our, con-
fidence as individuals.can rest..

By what' our business has con-
tributed; the strength of America
has: greatly increased. With the
aid of our business the productive
capaeity of American industry has
grown to its present: almost in-
credible « proportions... Not : only
have we aided materially in creat-
ing production, and the'sixty-one
million jobs which ‘it furnishes,
but also we have spread the own-
ership of ‘the sources of ‘that pro-
duction among untold ‘millions of.
Americans.

The stability of our form of
government in America ‘can: be
largely attributed to the fact that
our active wealth is in the hands
of millions of people and not con-
centrated- in the possession of a
few. - Our work has brought about
this result,

~In'a more intangible, but per-
haps’in ‘a-more important, way it
seems to me that the securities
business has grown more charac-
teristic of America’in ‘the last 40
years.

' The:point of view which 'is pe-
culiarly ‘American can I think be

was possible only through the as-|

ration we “have a considerable

mistrust of the man who doés not

come to the point  candidly -and ' -

deal frankly, We are not very

good at concealing our motives or
executing devious maneuvers and

we don’t appreciate those who are
and can,

.In the lztst 40 years our busmess "

has become more direct and frank.
As the Dutch long ago tore down
the. ‘wall-in New York’s -Wall
Street, - so ‘the  symbolic...“Wall |
Street” has demolished: its sym-
bolic wall of aloofness and silence.
‘Today" it is expected. that the
management of .a publicly’ ewned -
business: will report regularly and -
fully to its stockholdets on its fi-
pancial .condition-and on'its capa-
city to ‘earn money. ‘The old at- "

titude which' prompted - manage-
ment to tell as liitle as possible is

dying out. The whole trend of ‘cor- -

porate practice today is toward

3

full and effective reporting,

:When a corporationseeks new:’
contributions of capital; it makes
information about - its -

available
past; about who owns it, who runs
it and :what it’s resources are and
what problems it faces. It lays its
cards on the: table and pufs’ its
proposition fairly to the decision
of invited buyers,

_On our’ Stock Exchanges (hrect—-

ness-and frankness ‘of dealing are !

implemented by every mech'mlcal

and electrical device we can con-
trive. What people -are paying for’

securities is continuously and con-

secutively reported and carried in=.

stantaneously throughout the land.
What cthers are bidding or offer-
ing for securities is currently re-

ported. In the modern Gold Fish '

Bowl called “Wall Street” no busi~
ness onerates under more widely
or, easily observed conditions than
the public markets where -people
buy and sell securities. The na=-
ture and the facilities of our Stock
Exchanges place them in the fore-
front of the modern policy of
dealing on top cf the table,
Today < the man who finds
mystery = in  American
creates it himself. He ignores the
serv:ces which are ‘at his .elhow,

ture' " with ' cohfidence

ings and on the mighty record of
our achievements,” As individual
Americans engaged in the opera-
tion and supervision of American

we are engaged. We know that our
business is furthering the strength

basic ingredient of the Amecrican
character.

With Herrick, Waddell Co.
(Special - to’ THE FINANCIAL A CHRONIGLE)

‘CHICAGO, ILL.—Louis S. Kuhn

added to the staff of Herrick,
Waddell .& 'Reed, Inc., 332 South
A/hchxgan Avenue ]

Joms Homblower & Weeks
(Special - to THE FINANCIAL CHRONTCLE)
'CHICAGO, ILL. — Reginald J.
Wood, formerly with the Northern |
Trust Co., has become associated :
with Hornblower & . Weeks, 39
South La Salle Street. :

Lee Higginson Adds

(Special ‘to ‘TiHE FINANCIAL' CHRONI(CLE)

rill, Jr,, is with Lee Higginson
Street,
With Union Security Co.

(Special . to THE FINANCIAL -CARONTULE)

CHICAGO, ILL~—Jesse M. All-

best:: decerihed: hy - tha . gimnla
words “direct and frank” As a

Co.;:29 South La Salle Strect

| ‘As' Americans' we face the fu-
sound]y‘
based on a form of government '
which expresses our deepest feel-

-of America and is growing in the .
pattern of fair dealing which-is a -

man is now with Union Set.unty

{inance

finance we can add to that herit-
age the further confidence which """
springs from the business in which

and J. Willis Langdale ‘have been

CHICAGO, ILL.-—Roland Mer=
Corporation, 231 South La Salle '

i (s,
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“Tomorrow’s

Markets
" Walter Whyte
Says e

By WALTER WHYTE

. #-Market’ break due to polit-
ical shenanigans more than to
international difficulties. Ex-
pect minor rally but no carry-
through
* *

The actlon of the tape for
the past few .days showed at
least one thing. You have to
be on top of the market all
the time. For the past few

weeks the indications have for:

the most part been down. Two
weeks ago they seemed to
change In fact the change
was so significant ~that I
turned around and flatly said
the market wis golmg up.

£ 3 A

But even if I became bull-
ish I didn’t lose my sense of
_proportion and buy stocks at
“prices I considered a little too
high for comfort. Instead I
advised the retention of for-
mer holdings and wait for
opportunities that might de-
velop.

- L

While awaiting the devel-
opments I emphasized that
the stops in the stocks this
column was already commit-
ted to be maintained. In some
cases I raised these stops.
Reason was that even though
the signs pointed to higher
prices, the possibilities of. a
- change could not be disre-
garded

Ed E3

In the past few days you
saw. what happened — the
signs of higher prices present
. last week and the week before
disappeared, and a wave of

“:selling . took . our  stocks
i through their stops. As this
< is being written a minor rally
has developed
w W

Such a rally, however, is
normal. In fact all rallies and
breaks follow the same gen-
eral pattern. There are halts
and ‘moments of  hesitation
when a trend goes through
minor changes with the basic
pattern remaining the same.

i % % *

I am writing this from

. Pacific Coast
Securities

" Orders Executed on
Pacific Coast Exchanges

Schwabacher & Co.

Members
New York Stock Exchange
New York Curb Exchange (Associate)
8an Francisco Stoek Exchange
] Chicago Board of Trade
14 Wall Street New York 5, N. Y.
COrtlandt 7-4150 Teletype NY 1-928
Private Wires to Principal Offices
San Francisco — Santa Barbara
Monterey — Oakland ~ Sacramento
Fresno

'Mexico City watching the
market in the board room of
an American broker’s branch
office. I can’t understand
Spanish so I don’t know what
'the talk around me is about.
But the office manager here,
who speaks English, has the
same line of explanations I
have heard so often in New
York and other pOI’thl’lS of the
United States
¥

The current belief here is
that the situation in Berlin is
responsible for the present
decline. I doubt it. It is more
likely that it stems from the
explosive political - ‘situation
brought about by the Presi-
dential race.

* B

It’s no secret that basic food
prices, as paid by the ul-
timate consumer, are .going
up. It presents an opportun-
ity for political maneuvers
that both parties will evi-
dently take advantage of. ‘A
market reaction to such a con-
dition 'is to' step away and
maintain a  watch - and - see
policy. This means lightening
of -holdings.

[

Meanwhile  here is what
happened to the list of stocks
you hold. Anaconda, bought
at 3214 was stopped when it
sold under 37. Bethlehem,
bought at 31, was stopped at
36. Lockheed at 15, has a stop
at 20. Stop still holds. United
Aircraft at 15 is still above
the 27% stop price. You also
have Aveo at 4% and Dresser
at 22. The former has no stop.
The latter has a stop at 27,
which up to this writing is
still good.

More next Thursday.
—Walter Whyte

[The views expressed 'in this
article do not mecessarily at any
time coincide with those of the
Chronicle. They are presented as
those of the author only.]

Paul M. Schoessling Joins
Blair & Co. in Chicago

(Specjal to THE FINANCIAL CHRONICLE)

CHICAGO. ILL. — Paul M.
Schoessling has become associated
with Blair -& Co.; Inc., 135 South
La Salle Street, "Mr. Schoesslmg
was previously with Sutton & Co,
H. C. Speer & Sons Co. and Doyle,
O’Connor & Co.

Brailsford & Co. Adds

(Special 10 THE FINANCIAL CHRONICLE)

CHICAGO, ILL.—John W. Tor-
rance has been added to the staff
of Brailsford & Co., 208 .South La
Salle Street, members of the Chi-
cago Stock -‘Exchange,

Glore, Forgan Adds Two

(Special ‘to THE FINANCIAL CHRONICLE)

CHICAGO. ILL.—John P. Rich-
ardson, previously with: F.
Moseley & Co., and George R.
Smith have become affiliated with
Glore, Forgan & Co., 135 South La
Salle Street.

With Investors Syndicate

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL.—Sherwood D.
Steele has become associated with
Investors Syndicate. For ‘the past
15 years he has been with Ross,

Browne & Fleming.

Doing Business Under
European Recovery Program

(Continued from page 10)

Letter of Commitment to a sup-
plier that.it cannot be cancelled,
Under ECA Regulation No. 1, the
Administrator reserves the iright
at any time and for any reason or

cause to supplement, modify or

revoke the Procurement Author-
ization, including termination of
deliveries thereunder, . It would,
therefore, appear -that the only
protection, afforded to.a supplier
agalnst cancellation of the .order
is an irrevocable Letter of Credlt
issued by a bank. :

Domg Business Under ECA Not '

Simple ;
Doing business under the ECA
program will not be as-simple as
doing ordinary business. The ma-

chinery set up abroad for obtain-|

ing authorizations and licenses is
quite involved, It is no less in-
volved for the Amer.can exporter;
He will have to obtain a license
from the Office of International
Trade for each shipment since the
ECA procedure does not dispense
with the license. He will also have
to furnish 'all ‘the documents re-
quired by the foreign government
and, in addition, present Standard
Voucher S. F. 1034 in four cop.es
and a certificate in the form pre-
scribed by ECA Regulation No. 1.

Among other things, the sup-
plier will certify that.he is the
manufacturer, regular dealer or
exporter of the :commodity or
service covered in the contract;
that he has not employed any per-
son to obtdin the contract under
an agreement for a commission,
percentage or fee. If he is paying
a commission or fee to a bona fide
commercial of selling agency, the
identity must he disclosed to the
purchaser and, %requ ésted, to the
Administrator. That he will no’
give or receive any kick-backs o)
any bénefits in connection witk
the contract; that the  contract
price does not exceed the estab-
lished or market price and does
not exceed the prices ‘paid to him
by other customers; that he has
allowed all discounts for quantity

‘age-of-~cost.

purchases and prompt payment
customarily allowed to other cus-
tomers ‘and that the contract is
not: based on cost-plus-a-percent-

porter must, of course, be pre-
pared to furnish evidence that the
contract complies - with ‘all’ the
above requirements.' i

All these documents are for the
purpose of controlling and super-
vising ECA transactions. I feel,
however, that ‘'many  of these
papers could be dispensed with:

The Foreign Assistance Act. of

1948 contains a provision that the]

Economic : Cooperation - Adminfs-:
tration may’ guarantee American

private investments in:'Western|.
.Europe to the extent of ‘$300 mil-|

lion during the first year of op-
eration, Earlier this week, the
Administrator  invited Amerlcan
business to ‘avail itself of’ this
privilege. ‘Applications ' ‘can be
filed 'with the ECA describing the
proposed ‘investment, method of
cperation; the estimated time re-
quired to start operation, and giv-
ing the history of the investor’s
experience, profit and loss state-
ment for the last three years, bank
~nd" trade references, and other
details.

In' conclusion, I should like tc
say that we have embarked on 2
program unprecedented in history.
We have voluntarily taken upon
oursetves the task of rebuilding
nations devastated by a 'war which
was not of our making. We are
even assisting the aggressor na-
tions. Every citizen of our coun-
try is contributing to the Plan
through taxation, Let us hope that
our aid will not be in vain,, that
it will help,‘the European natl)gnﬂ
reconstruct their economies "and
maintain democratic governments
and  private  enterprise. Let us
hope - that private enterprise;|
which is‘the mainstay of democ-
saev, will ‘be entrusted with ' the
business.of the European.Recovery
Program. Let us demonstrate to
the world that we practxce what
we preach.

Testing Investment

. (Continued from page 4)

As the Dow-Jones Average ad-
vances or: declines from this point,
specifie changes in.the ratios of
Division of

Account— 1
% Defensive -... 10
% Aggressive ___ 90 80

92
20

35

the two types' of securities:are
called for.:
follows:

Average in Zone—————s————
4 5.

B e
50 65. 80 90
35

65

Total Account-- 100% 100%

The second feature of this par-
ticular plan, which is generally

known as the “Seven Step Plan,”

is . the application of . what: is
known as “The Half Way Rule.”
This Rule requires that if  the

average advances into Zone 6 or|.

7, the maximum Defensive posu-

tion ‘achieved. (80% or 90%) is|

maintained ungl the ‘subsequent
decline has carried the Average
through Zone 4, at which point
normal formula balancing “is re-
sumed, in. accordance with  the

{table above. It also requires. that

in the event the Average dec‘lines
into Zoneg 2 or 1. the maximum
Aggressive position aehieved

S. (80% or 90%) is maintained until
the subsequent rise has carried,

the average through Zone 4, at
which point normal formula bal-
ancing is resumed. :

- “This Rule: was developed. be-
cause a.study of the Average
over the 50 years of its existenee
showed that when the Average
reached either ‘the' top or bottom

Zones, it tended to carry through,
Zone 4 on the reversal of its pre-

100%

50 20 10
100%

100% 100% . 100%

vious:-move. -Maintaining’ maxi-
mum Defensive or Aggressive po=
sitions, therefore, has a high de-
gree of probability of bettering

the results by delaying purchases'

on declines or sales on rises.

.Testing the Method
In' order. to test the:effective-
ness of this- method of timing . pur-
chases and sales of Defensive and
Aggressive securities, annual re-

sults ‘of ‘a’ formula-managed: ac=

count ' using .the Dow-Jones In~|
dustrial Average for the Aggres-
sive side and Cash for the Defen-
sive side, were computed for each
period:starting: with Jan. 1, 1918.
In. computing the results the ac-
count . was balanced at calendar

guarter ‘intérvals and the seven|!
Zones shown on-the ‘chart were/

used to determine ‘the balancing
points,
applied throughout. No/broker=

age was charged on purchases and

sales of the Dow-Jones ‘Average, |’

and ‘no- income was taken into
consideration in the -results.:
From this table it is possible to

‘Each' ‘American ex-|:

The 'divisions ‘are as’

The ‘Half ‘Way Rule wasg|

trace the year-py-year progress. :
of an account started in any one
of the past 30 years. Siace the:
period inciuded about as wide a’
variety of types of price trends as:
can easily be visualized, the table«
provides a convenient means. of.
studying ‘the ‘operations of a for=- -
mula ‘plan under practically -all.
conditicns. | H

Summarizing Restlts

Summarizing the results briefly .
there were 465 test periods rang-.

.ing in length from 1 {o 3) years,:
and ~ begianing each: ‘year - from-

1918 to 1947, Of thes¢ 465 annual”
tests, 423 showed “gains for  the.
account, 3% showed losses, and’3 '
showed no change. The 423 gains:
each averaged 90%, whereas the
39 losses: each averaged 14%.

this *experience  table” were to‘
be expressed: 'in terms of ‘prob~
ability or- odds, it might be said.
that, there: were .11 chances to.
make ‘a90% profit agaiust each
1. chance for a 14% lcss. ‘The.
largest loss - incidentally, was in -
the test: period stariing at the be- :
ginning. of 11929 -and: running' to-
the end-of 1932, This loss was.:
34% ‘on ihe original “investment :
as-contrasted: with a loss of 81%.
in the Dow-Jones-Average for the :
same period.

It is probable i{hat 1o one test
can provida an 2ll-inclusive an-
swer 1o as-imporiant a question -
as the merits. of investment tim-
ing by formula “plan. It 'would"
seem, however, from this purely
mathematical application -of an,
established formula to -a medium
in which -there is no element ‘of
hindsight, that this. method de-
serves the serious consideration ¢f,
investors- interested in sharing-
reasonably in: the broader ad-"
vances of the market, and provid-
ing themselves with reasonable -
protection -against the more ex-
treme declines. "’

Margin Accounts at
End of Half Year

° Reports by member firms of the-
New York Stock Exchange; in.
response to a questiornaire dis~-
tributed last month, indicate that.
as of ‘June 30, these firms were.

| carrying: 100,489 open margin. ac-,

Timing I‘ormulas

counts in securities for customers.:
A total of 300 firms carrying such
accounts reported. .-

‘At the end of December, 1946,

the number of firms carryng cus-
fomers’ margin accounts in securi-"
ties was 297 and. they reported:

156,131 such accaunts, As of June,

1946 287 firms carried 74,265 ac-

p counts -compared ‘with 282 firms.

which reported: 137,752 - accounts.
as of the end .of June 1945,

The only preceding comparable
tigures are for Noyv. 30, 1938, when,
member flrms reported 256 504.

Panos Dimon Joins Staff’ ‘
Of Shearson, Hanimill Co.

. Shearson, Hammill & Co., mem-—.
bers of the New York: Stock Ex-.

|change announced  that' Panes:

Dimon has become associated with,
the firm in .its uptown office, 522
Fifth “Avenue, Mr, Dimon is a
former .. Vice-President = of the
Bank of Athens. . : :

Norway Bonds Avmlable

The National City Bank of New'
York “has 'announced "that begm—
ning July 21, it" would be pre-v
pared to deliver Kingdom:of Nor-'
way teh-year 3%2%.-sinking fund '
external loan bonds: due:April 1,
1957, in exchange for temporary
bonds, S

With Smith, Ramsey & Co.:
(Special _to Tﬂ: FINANCIAL Cx-momcu)
BRIDGEPORT, CONN. —David’
B.- Smith -has - ]omed the staff of:
Smith,: Ramsey & Co., Inc.;"207:
State Street,’
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©.(Continued from page13)
‘were not s0,"but" it ‘would ‘seent

. that ‘eurs is ‘neither' profess.on

norbus ness.” " “And how,” “in-
“clined  the -wise ‘medico, -“do you
*define © your - activity?” * “Some=-
<times,” /1 ‘caid, T think “it's’ just
. another, form ‘of madness!”

7 This simple anécdote may serve;

\

a8 an introduction to the more
. serious: contemplation of the prob-:
: lem: Perhaps there is no harm in
- calling or. considering the intri~.
- cate: web ,cf securities financing
-as business and no more,  For
 surely there is no opprobrium at-
« tached. to;the important function
. of distribution: of goods and serv-
. Ices. . Conversely speaking,. there
: is no halo envelop.ng the head of
.'those who are in-a profession,
"' The distinction between the two
 may even ‘be slight and largely
based ‘on: convention or custom.
.-We ‘haye acquired the' habit of
. calling  .dentists, physicians, law-
. yers, teachers, preachers as men
..of a profession. We: think less so
of the men in science, and hardly
ever do we credit men engaged
. in dispens:ng service rather than
. merchandise as being of a profes-
.-sion,. However, rough outline of
. the occupations considered a pro-
fession brings to light this simi-
. larity among them: All deal with
- the human equation. . In other
words, thev are known for what
they do with people and without
this corollary they have no pur-
' pose existing, = A dentist is a
. dentist because he takes care of
people’s teeth; a physician is 2
. physician bécause  he looks after
human health: lawyers helv in the
adjusting of human r.ghts: and.
a teacher is a teacher because
there are students in: his class=
room. The physicist searching for

.~the ‘mysteries of muclear energy
.- may- be -thought of as a man of a
. profession as well as the -engineer

who- helped to construct the cy-
clotron; but they are rarely spoken
of ‘as such.

It is becoming increasingly evi-

dent that the function of securi-
ties financing has acquired a new

facet. not from the will. of .the
people engaged in it, but: rather
again, from experience. Every-
body who has been in this work
{for 20 years knows that dispensing
of securities: was. business in the
truest cense. 1. recall .the time

1 when selling a bond went some-

thing like this. :Salesman: “Mr,

,.~Jones, .1 have here a first mort-

_gage bond.” - Mr, Jones: “You
have?” Salesman: “Yes, it's a.6%
bond, too.” Mr. Jones: ‘“Really?”

.. -Salesman;. “Yes sir, and it sellsiat

¥y

981% to y'eld 6.15.”  Mr. “Jones:
“You don’t say?” Salesman: “And,
furthermore, it is offered by Kuhn'
Loeb: & Co. Mr. Jones: “How
many can 1 buy?” Well, people
who buy ' securities aren’t  that

simple anymore.. Salesmen, if that
is what they are, must know a lot,
more to sell, Buyers of securities,

‘became students, yes, even those
.of them who never went through
the” school of ' receivershios and
were pressed into the necessitv of
learning .. facts’ ‘about ‘securities.
Also, there are’ easy sources: of
gratuitous “information available
to people buying securities, and
always, of Course, there is the
free field of information exchaunge,

. on, which “investors m‘eEtv’_ to talk

.things over, = .
. Yes indeed, to:face all this the
. .securities man_ must keen alert,
know his, facts and know his neo-
_ple.. His general knowledge of the

.. field of :financing must embrace

i

!'public ‘and’ private economy and
' be spnecific. enough. to” meet’ the
challenge of investors who know

. ‘perhaps a great ‘deal about both.
" When there is a meeting of minds

"1 and the man with monev ‘will ex-

change it for the form of propertv
called a security, very.likely much’
has_ happened:to make' the trans-
action rather. incidental to. the
counsel which preceded it..

s+ {0 a wowsultation in a’ dector’s

. office which .may ~terminate" by-

i

| with his physician either over the

jection. to! this analogy  may.be}
that the physician has nothing to
sell ‘while the securities man has.'
It should be remembered that the
physician might have  made  anj
incorrect diagnosis, and’ also that'
he may have prescribed the wrong
medicine. At best he cannot. al~
ways rely on his patient to follow,
the treatment he set out for him.
All these conditions are inherent’
in ‘the securit.es business, and the
only difference existing is thata
man who sells securities may have
profit in them or that his profit
niay be reflected in a“commission
above ' his cost. In: essence, both
situations are very much alike.
Of course, no patient can dispute]

diagnosis or ‘the suggested cure
unless he were a doctor himself.
The patient will allow the doctor:
may be wrong and that is about
all.” A good securities man. should
be at least in as good a.position
of knowing facts.as the doctor.
The manner of his receiving
remuneration by way of either
profit or a commission is imma-
terial.- A good deal will depend
on his superior knowledge and
the  confidence of the man he
serves. His own attitude should
cease to be that of a merchant
selling wares. Even though se-
curities are sold their choice and
fitness should be considered in. &

. Securities Business—Is It a Profession?
/| the physician prescribing medicine| :
for his patient, ‘The .obvious ob-' securities businessl as men of the

transaction, _Asets up the men in

profession; ‘ :
Much could be said about the
conduct of securities dealers dur-

ing neir extracurricular pursuits. |.

Talking about investment matters
over a bridge table or at the 19th
‘hole might be considered by some
as one way of drumming up busi-
ness. I believe discussing of in-
vestment problems should be re-
stricted to business hours and done
in 'a ‘like  professional = manner
others follow. Doctors don’t dis-

cuss health problems with their

public, and lawyers do not talk of
law except at the appropriate time
and place. There is no attempl

contained in these lines to artifi-
cially ‘create an’air of solemnity
about the securities business: How-

ever; the fact remains that it has

become and is getting more to be
a profession ‘and that the aware-

ness of this among men’engagec

lin it should be taken ‘with all

seriousness.

There also exists the possibility

that the reward coming to men in
selling securities will be measured
by the value of advice and service
rather than by the money margin
between the cost price and the
selling price. For obviously, with-
out this professional attitude’ in
these times of complex living, a

mere sale of a security .could be

professional manner, which belngl
the more important phase of ¢ |any profit whatever,

very costly to a person buying it

even if it were to be sold without

level may be rising does not pre-
clude the possibility of downward
readjustments in individual lines.
Such readjustments have already
oteurred — the most recent and
severe in agricultural products.
Although recent events point to-
ward still higher prices for some
foods in the immediate future, the
steady  improvement of agricul-
tural conditions abroad and large
crops at home may bring about a
reversal of the situation later on.
Industrial prices appear to be very
firm but they are not immune to
price dips, -particularly in lines
in-which scarcity premiums have
been high. ‘

“In general,. however, for the
remainder of this year: it .appears,
that production :and business-ac-
tivity ‘will stay at peak levels and
that there will be continued up-
ward pressure on prices. 4

Banking and Credit

“One of the most important fac-
tors preventing the achievement
of balance in the second half of
the year is the likelihood of fur-
ther expansion of credit and the
money  supply.: b2
“If business activity continues

their = spiraling  upward trend,
businesses will meed bank' loans
for fixed and working capital. Be-
cause -of the improvement in the
securities markets, businesses may
meet a growing proportion of their

Nevertheless; ‘banks will be a
‘major source of funds either di-

-rectly, through loans or.indirectly,

through ' purchases -of corporate
bonds. - : ;
‘ “Banks also are likely to buy
an increasing amount of securities;
‘which ’ states ' ‘and’ municipalities
issue to finance expansion’ pro-
grams. They will icontinue to ex-
tend credit, either ‘directly or in-'

spending promises to remain large,:

and eredit ‘will be” used more and

more as the financial position’ of
consumers ‘weakens. T s

., couns _ |- +Banks are likely : to - expand
"' The situation is somewhat simi-

their ‘real-estate -loans - further- if
construction. ‘activity -continues as

strong. as it has been, although

to rise and prices and costs pursue |.

needs ' by floating ' ‘new . issues. | :

‘directly, to consumers.” Consumer |-

Philadelphia Reserve Bank Previews Business
vPrqspecls in Last Half of 1948

" (Continued from page 15)

more conservative ‘policies

opposite direction.

“So' the “Hemand’ for loars i
likely to increase, The Treasury
and Reserve authorities will not
have the strong weapons for- off-
setting credit expansion . whick
they were able to use in the first-
half .of the year. The Treasury
will be without the substantial
cash surplus which it enjoyed in
the first quarter and, in fact, there.
are some indications  that the
Treasury surplus may turn into a
deficit during fiscal year 1949. If
so, the Treasury very likely will
be unable to exercise a significant
dampening influence on bank re-
serves and deposits,

“A substantial reduction of gov-
ernments held by the Federal Re-
serve Banks, therefore, .cannot
come about through cash redemp-
tions. Sales of short-terms, to. the
market, such as those accom-
plished in : the first-half, would
have a depressing effect on bank
reserves and the money supply,
but the ability of the System to
sell short-terms depends on ithe
willingness of investors to buy:

reserve  requirements

to 26%. .

‘governments security market,

£ aPrescribtion for Fever :
“There. is no ‘single, certain
painless cure for inflation.

Sata e 4

by
lenders and recent housing legis-
lation’ may' tend to work in- the

|
for a cooperative effort. on all
fronts: - {

“Federal Reserve policies aimed
to. restrict the growth of the
money supply.

“Continuation of voluntary ef-
forts of bankers to restrain un-
necessary lending. el
“A consistent anti-inflationary’
policy of the government in such
fields as budget policy, loans,
guarantees, subsidies. !
| “Caution on the part of man-
agement and constant ‘awareness

of the growing weaknesses in-

herent in inflation. \
“Inc¢reasing produetivity of
labor, * i i
- “Greater saving and less spend-
ing by consumers. : b
“We must be’ careful, of course, "
that the cure does not bring on‘a
yeaction worse than  the -disease.
V.gorous, yet flexible, anti-infla-
tion policies should help our econ-
omy fo come to a balance at -a

| higher level of activity than we

have ever  before - enjoyed - in
peacetime.” )

from ‘Government bonds to bank |
deposits, as was pointed out in last
year’s survey. A second change
during this period was a decline
in‘the number of spending units
expressing a preference for assets
of changing wvalue, particularly
real ‘estate.’

/“In the 1948 survey, more de=

Reasons for and against holding
various types of assets

% Safe, not a gamble
Liquid

Familiar with
Help country

Not safe, a gamble

Interest rate or return low
Not liquid

Not familiar with

Takes lots of money to buy

No reason given§

All units

$ make that choice?”

Interest rate or return satisfactory 2

Price too high, capital loss expected.-..

fLess than ¥ of 1%.
$Not applicable, not’ coded.

§Most ‘of the respondents gave reasons for or against holding one
of the four types of assets, but some respondents, as indicated by
this line, -did not discuss each one of the four types of assets. :

“The principal ‘arguments ad-
vanced by people with incomes of
$2,000- or more in favor of bank
deposits were ‘safety’ (mentioned
by 18%) and 9Qiquidity’ (12%),
but the fact that little interest is
earned was regarded as a disad-
vantage by 19% of these spending
units, In the case of savings bonds,
three-fifths of all spending units
expressed reasons in favor of hold-
ing them; primarily ‘because  of
safety and secondarily because of
the - rate " of ' interest - received.
Roughly three-fifths of all spend-
ing = units ' gave ‘reasons against
holding real estate. Most thought
real -estate .prices too high and
others considered 'such holdings

Sees Growing Preference for Fixed Value Assels

(Continued from puge +3)

tailed. information was obtained.
on the reasons given by people for
and against holding various types
of assets. These data are shown in

the accompanying table. Not all,
but substantial numbers of spend=-
ing " units,” gave reasons for .or
against holding each type of asset.

Reasons for and Against Holding: Various Types of Assets, Early 1948*
(Spending units with incomies of $2,000 or:above)
[Per cent]

Type of asset i
Bank oavings Real -Common
deposits bonds: estate - stock

60
18 37
18
12
T

k>

- D2
=i O 2
S o :
e R e

34
33

100

B e

o : 38

S| Birrirmwommo wr
v o
£ v ot

-100

*The questions were: “Suppose; a man decides not to spend his
money.. He can either put it in a bank or in bonds or he can invest it.
What do you think would be the wisest thing for him to do with the
money nowadays—put it in the bank, buy savings bonds with it,'in-
vest it in'real estate,.or:buy.common steck with it2. Why do you

‘not safe.” Least attractive of the
four types of assets was common
stock. Its high returns were con-
sidered only:a minor, advantage
as compared to the disadvantages
occasioned by lack of familiarity .
and lack of safety.

“Relative safety or lack of safety
received first consideration when
deciding which of the four types
of ‘assets should be acquired.’ The
rate.of return was next in impor-
tance. = ‘Although "not as’ 'mary;
spending units mentioned liguid-
ity as an important consideration,
it is'possible that they did not
distinguish - between safety and
liquidity.”

“The statutory power to raise
ve . has - been
‘almost’ exhausted. The ‘only re-
maining authority is to raise re-
quirements: of member banks in
central reserve ' cities: from 24%

It will be very difficult to es-
tablish balance on the monetary|ment trust certificates, maturing
front ‘during ‘the second-half of
the year. Yet the Reserve author-
|'ities  must continue to use such
| powers as they have to pursue an
anti-inflationary policy consistent : O
with, their responsibility for main~{C 0 mmission authorization, at
taining orderly conditions in the

¢ “The ' traditional ' remedy has
been' to allow the fever to burn
itself " out. But  this ‘has always
been hard on the patient. It would
seem --much . ‘'more = desirable " to
bring inflation: to a halt before
the crisis- is reached. This " calls

Halsey, Stuart Offers ‘

Halsey, Stuart & Co. Inc. and
associates won the award Wednes-

trust of 1948, No. 2, 2% % equip-

$270,000 ‘annually Aug. 1, 1949 {o
1963, inclusive. The certificates,
issued wunder the :Philadelphia
plan, were immediately reoffered,
subject - to - -Interstate  Commerce

2.90 %, according to maturity.

The certificates will be issued
‘| to provide for not more than'75%
,| of the cost, estimated at $5,400,000,
of the following mnew - standard-
gauge railroad equipment: 15
2,000 h.p. Diesel-electric passen-
ger-freight” “rioad locomotives;
seven'. 1,500 h.p. . Diesel-electric
passenger-freight - road switehing
locomotives; two 1,000 h.p. Diesel-
electric passenger - freight ' road

New Haven Equipmenis

day of $4,050,000 New York, New:
Haven ~and Hartford ‘equipment!

prices - tc yield from -1.55% 1o

switching: .locomotives; and 12
660. h.p. Diesel-electric switching
locomotives. 5

“Associated in the offering are
R. W. Pressprich & Co.; Bear,
Stearns & Co.; A. G. Becker &
Co., Inc.; Hornblower & Weeks;
Otis & Co. (Inc.); Freeman & Co.;
Gregory & Son, Inc.; Julien Col-
lins & Co.; First of Michigan
Corp.: The Milwaukee Co.; Wm.

| E. ‘Pollock & Co., Inc.; McMaster

Hutchingon & Co:;  Mullaney,
‘Wells & Co.; and Alfred O’Gara
& Co. : : :

With Welsh, Davis Co.

.. (Special to THE FINANCIAL CHRONIOLE)

CHICAGOQ, ILL,—Anne C. Het-
terick is now with Welsh, Davis
& Co,, 135 Soutk La Salle St.

With J. Arthur Warner Co.
(Special -to THE FINANCIAL -CHRONICLE)
PORTLAND, ME.—Carroll H.

Tyler has joined the staff of J.

Arthur Warner & Co., Inc,, Clayp

Building.. SR

a

gitized for FRASER
tpu//fraser.stiotisfed.org/




32 (332)

" THE. COMMERCIAL & FINANCIAL CHRONICLE

Thursday, July 22, 1948"

Inconsistencies of British Economic Policy

(Continued from page 15)

able than the extra things which
they would like to buy.

“If any reduction of the wage-
earners’ income tax is possible it
is clear that this reduction should
come in the form of a reduction
in the rates of tax rather than in
the form of increases in the per-

- .sonal allowances since a reduction

in rates of tax affects the .mar-
ginal rate 'of liability (the rate

" payable on extra earnings) while

4an increase in the personal allow-

- ances affects only the average rate

' {except where the increase takes

. the’ taxpayer out of the range of

tax’ liability “altogether or out of

"~the range of the 6s. or. 9s. rate),

< An increase in the earned income

- allowance ~(at present one-sixth)
~would ‘have the, same. effect as a|

reduction in the rate of tax, but

" this effect would be less obvious
40 the taxpayer.”

So much for the “1ncent1ve”

; aspect of the taxation on workers.

. ‘Now, let’ us look at what Mr,

Chambers in the same article says
about : taxation of capital = in
Britain:

“Of -all. the taxes on enterprise,
the Profits Tax is, from the in-
centive angle, easily the worst,
:and should be repealed altogether,
‘We need a bonus for enterprise,
not yet another handxcap If there
is any: prmc1ple in. taxation at all
it is that income from enterprise
should: be taxed at a lower rate
than income from passive owner-
ship. But today the Profits Tax:
reverses the rule and imposes the

‘greater burden upon' enterprise. ...

"“During Parliamentary Debates
on the income tax from 1853 on-

- wards, speakers have warned suc-

cessive Chancellors of the Ex-
chequer that increases in that tax
would ruin the country. In. our
time income tax rates have risen
to such levels as to make these
early warnings look rather fool-
ish. But they were not foolish.
‘What may be possible in the short
period for an emergency -— a
desperate life and death struggle
—is not possible as a long-term
policy. It is so easy to increase
the income' tax, and' so hard to
put it down again. It is so easy to
recognize that the tax should
come dewn, but so hard to put- it
down instead of leaving it teo
another year:or to another Chan-
cellor, Perhaps from the point of
view ' of - long-term ‘economic
health, the greatest curse of this
ccuntry may yet prove to be the
efficiency . of its remorseless tax
aachine,”

Regarding the: effect of high
taxation on  capital investment,
the same authority boldly states:
" “Then there is the effect of
taxation upon the much mallgned
‘investor. He has a part to play in
mdustry, and it is not quite so
Ppassive as many. people assume.
His: judgment : in ‘supporting - one
enterprise - rather than ' another
does play some part in the direc-

“tion: of: capital -investment. ‘We

have also to remember that most

“investors: are small people: ‘today

with full-time occupations. In the
present  difficulties we want the

. dnvestor 1 to,-save all he can: and

7 %o spend as little as posstble on

. personal consumption. How: is he

affected ' by ‘taxation? What are
his'inducements to save? Let us
take the case of a man with
£200,000 capital. Att 215 % " his
gross income would be £5,000 a
year, and his net income after
income tax and surtax £2,372. A
century ago £5,000 a year bore
very little tax, dlrect or indirect,
and was a very. ‘large income,
Even at late as 1926 the £ 200,000
earned 4% % which is  £9,000
ross, and the net amount after
income tax at 4s in the £  and
surtax was approximately £ 6,350.
IE the 1926 investor saved half
his 'net income he would have
£3,175. to .invest -after ‘spending
£3,175 on himself. Thé  cost of
lwmg today .is much higher: than
at was - m 1926,  and- the: net’

jgitized.for FRASER

p:/f
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amount to yield the same standard
of living as £3,175 did in 1926
would be over £5,000."

And the writer concludes:

“It ‘'may be that reductions in
taxation in order to' restore the
will ‘to work and to undertake
risks may not have a very high
place in the Chancellor’s inevit-
able  priorty : list, in 'which" a
budget surplus may rightly take
‘pride of place. But budget sur-
pluses are hard to achieve because
once money has been raised . by
taxation it is exceedingly : diffi-
cult to avoid spending it. If, how-
ever, still higher taxation is im-
posed and it is not. used.as a
disinflationary surplus, and if‘as
a consequence: it fails. to reduce
the means of purchasing power
in_ existence, then; so  far, from

flamed  it, because, while  doing
nothing to improve matters on the
money side, it will have worsened
the posxtxon on - the . production
“side by a further weakening of
the will to work and. to save.”

The Reduction of Working Hours

Despite the  British economic
plight "and ' the nation’s sorely
needed expansion of domestic out-
put to have surplus products with
which to pay for imported food-
stuffs ' 'and “raw’ materials,  the
British- worker, now having a per
‘man output lower than in the
‘United States and probably lower
than in other highly industrialized
countries, continues to shorten his
working hours. Thus according
to - the White Paper ‘“Economic
Survey. of 1948”: “Changes. during
1947 gave about five ~million
work-people an average reduction
of 31 hours in the standard work-
ing week, which is now 44 or 45
hours' in most important indus-
tries. “But in many industries in
which  there have been  agree-
ments to: reduce standard work-
ing ‘hours, the ‘hours: actually
worked ‘have not been reduced,
beeause of the shortage of man-

'power and the need to maintain

production. A number of essen-
tiali industries have, moreover, re-
cently - increased their working
hours in response to a Govern-
ment request, where the supply of
materials and ' power has per-
mitted.”

Certainly, in ‘an economic situa-
tion as serious to national safety
and welfare as that existing 'in
wartime, a reduction of hours of
work is not in line with progress.
What Britain needs in her present
plight, is not more ‘“dollars”. or
more ‘“socialization,” but greater
production and greater production
at lower costs. British manufac-
turers at one time could compete
successfully  with those of :Euro-
pean ' continental . countries and
the United States.  But this has
ceased for several years. past so
far- as many products -are - con-
cerned.. -Even. before  the . First
‘World ~War, Germany -and' the
United . States 'were gradually
overtaking British production in

er: capital resources; but more be-
cause of greater output per work-
er and more effective utjlization
of industrial and mechanical tech
niques. ' This has been pointed out
by the French economist, Andre
Siegfried, who. in his book “Eng-
Jand’s Crisis,” published in 1931,
said: ;

“England is now outdistanced
quite as much by the dearer coun-
tries as by the cheaper.’ Among
those ' with high 'wages, America
surpasses her in both volume and
organization; on the other hand,
the . low-wage countries often
have ultra-modern machinery
which outclasses the old-fashioned
British ' equipment, - constructed
and planned as it was to meet the
needs of a time when- America
scarcely existed, and when many
young countries were only emerg-
ing from the chrysalis. 'If present

conditions had. prevailed at the

beginning of the Ninteenth Cenw-

curing’ the fever, it ‘will have in-.

- offer..

‘and

the world markets, not- so- much’
because of superior.skill or great-:

tury, when the industrial system
of ‘modern England was being
evolved, it is by no means certain
they, the most powerful manufac-
turing concentration in the world,
would have been located on' this
little island on the edge of the
European continent.’ At any rate,
the combination of circumstances

most conducive to cheap industrial:

production is no: longer to be
found in this part of the world.”

It “is axiomatic that a nation
dependent largely on the importa-
tion of foodstuffs and raw ma-
‘terials must be able to manufac-
-ture cheaply . if ‘it is to subsist
economically and be the gainer in
international . trade, ' No longer
able to draw on the income from
its foreign investments or to reap

high profits from its shipping, in=’
surance - and-* banking:: services,:

Britain must perfect its industrial
techniques, must thereby lower its
production costs, and, above' all,
incentives: to accompllsh
these purposes, if it is to recover
from its present economic plight.

Perhaps this is being recognized
by some leaders of the present
British Labor Party. Thus, Deputy
Prime Minister Herbert Morrison
at a conference of the Party on
May 18, stated: “We have no hope
of meetlng these checks unless we
produce a lot more than we are
doing at present., Don’t let us
think that we can meet this bill
‘as a whole simply by squeezing
the capitalists further, or by any
other ‘short cut other than pro-
ducing: more both to sell abroad
and for our own needs.”

Says War Economy

‘Will Interfere With

European Recovery

Roger Auboin, General Manager
of Bank for International Settle-
ments, concludes his Annual Re- "
port with warning that continua-
tion of wartime controls cannot
achieve lasting international sta-
bility. Says controls. should be
limited to essentially financial
types.

Concluding his elaborate report
on world economic and financial

conditions coverlng the year ended

March 31, 1948, . Roger - Auboin,
General Manager of the Bank' for
International Settlements in Basle,
Switzerland, draws attention to
the fallacy of attempting to re-
organize and stabilize the Euro-
pean ' economy by perpetuation
intensification  of wartime
physical controls, - Elaborating on
this point, Mr. Auboin states: .=

“Two " particular chclusmns
emerge from an’ examination’ of
the European situation.’ In' the
first place, the progress: made in
Europpe 'is sufficient proof of the
fact that-the’aid so far recewed

through® UNRRA' and‘ otherwise:
(mostly coming from’ the 'United. |,

States) ' has  not- ' been' ! wasted.
Without the food, the fuel and the
industrial materials received from
abroad, Europe could not possibly
have attained the presént volume
of output, which in‘the' countries
concerned, forms the basis of the
national income and, with it; the
means of restoring sufficient bud-
getary equilibrium  for ' inflation
to be arrested. Secondly, the fact
must not be overlooked that the
conditional upon the amount of
recovery of Europe is still largely
aid received, so that if the aid
were suddenly to cease a number
of countries would be faced with
almost overwhelming difficulties
even in trying to secyre a mini-
mum of food and materials. They
would incur the danger of wide-
spread  unemployment,’ a  conse-
quent ‘decline in the national in-
come and very likely a reappear-

ance of budget deficits—a- train-

nf avents which could nnt happen

without a: general weakening of

the social and " political. fabric.
Atter the first World War, it took
several years to regain a balanced
position, and the second World
War spread’ much greater havoc
and ' undoubtedly left 'behind it
greater real needs. - Even so, the
effort this time compares not un-
favorably with that of a quarter
of a century ago.

“Since physical damage can be
fairly quickly “repaired in most
cases (given the facilities of mod-
ern technique),  disorganization
has proved to be the great linger-
ing injury caused by war. It is
essentially to provide time for re-
organization that further- aid 'is
required, and it is only if this re-
mains its chief purpose that such
aid will be put to. the best use.
Obviously, ‘reorganization’’ must
not mean simply an attempt to re-
store the 51tuat10n .obtaining be-
fore the ;war—a ‘merereturn- to
prewar conditions (this being the
meaning | generally. given' to the
ward . ‘reconstruction’ after | the
first World War). In quite a new
sense,. the .process .of reorganiza-
tion must aspire to-a ‘refashion-
ing’ of a great many aspects of
present-day economic life, first as
regards the internal conditions of
each individual country (often
much in need of modernization)
but also in the community of na-
tions and then with special refer-
ence to Europe, whose prosperity
and dignity can be secured only
by increased cooperation.

“The ' greatest mistake of  all,
however, would be to. imagine
that peacetime ' reorganization
could be achieved simply- by per-
petuating  the often’ improvised
methods of the war economy.
These methods, ‘which consist in
the use of physical controls (over
raw . materials, ' prices, = wages,
movements of labor, investments,
etc.) and seem always to involve
a strong ‘admixture of inflation,
had obviously to be employed so
long as the war:lasted, and they
survived in the immediate post-
war period during which "the
countries still' had to take miany
emergency measures. But an un-
due prolongation of the use of
these methods would  be even
more dangerous than an 'indis-
criminate return to the prewar
modes of economic life.

“With a new start in economic
reorganization, the time is now
ripe for a genuine overhauling of
the methods of official interven-
tion in economic life. The crite-
rion should be the effectiveness of
the whole range of measures from
the standpoint of ‘the peacetime
aims of restoring prosperity and
stability. . It will then be impera-
tive not merely to think in terms
of immediate results but to pay
most careful attention to possible
secondary effects, which may well
be harder to foresee but may ul-
timately be of much more import-
‘ance, ' In - any; case,; it will: be
Tnecessary. to base theé economy on
a firmer foundation than pretence

.and, indeed, .to be aware of:the

fact that pretence in.its- various
forms is generally self-defeatmg
in the end. . :
*“It is, for- mstance, no use pre-
tending that price control was ef-
fective when, as happened in sev-
eral countries, more than one-half
(and sometlmes more than.three-
quarters)'of all -actual - transac-
tions took place inblack -or grey
markets. - In such circumstances it
is 'not surprising -to find that
prices generally. rose, no matter
what form of so-called . control
was administratively in. force.
“Another example may be cho-
sen from the money and capital
markets. - No doubt ‘the: author-
ities’ have certain possibilities -of
influencing - the 'level of 'interest
rates’ (by.  limiting, - for instance,
‘the demand for capital on the part
of official ‘agencies or by the use
to which official funds are put). If
the markets fall into line (and
whether. that wil happen depends
largely on the total volume of in-
vestments.-and on:’ the:: flow: of
money savfngs), then: the official
policy is a success. Shouldthat
not be the case; and. should the !

authorities decide to keep 1nterest
rates down by means of large=
scale purchases of market secur-
ities ‘by the central bank, then a
new factor—the ' use of ‘central-
bank funds — has been brought
into . play,  with ' consequences
which may go far beyond the re-
sults . contemplated in 'the  first
instance.

“Something similar may happen
with regard to the balance of pay~
ments. : Through control of trade,
an attempt may be made to re=
duce a surplusof imports over ex~
ports; but, here again, it may of+
ten be found that the import sur+
plus = stubbornly: .refuses. to be
compressed. . Should: that'. be thee
case, the control:will have failed} .
but: the surplus:imports-will stlli
have: to. be: paid:for: and,.in. the
absence:.of foreign: aid, “this wxll
lead to' drafts ‘onthe. monetary
reserves, which may'be brough(:
near to vanxshmg =point. :

“It is obvious that, for the eSo
tablishment of balanced condix
tions—and for the harder task of -
maintaining’ them:, when': estab+
lished—more effectwe means than
physical”control are required.” It
then ‘becomes: necessary to have
recourse ‘to: those essentially’ fi+
nancial types of control which; i
con]unctlon with ‘the price mechw
anism, - have  repeatedly ' proved
their usefulness in. ad]ustxng the
balance of paymentsand in giving,
stability to the ‘national currency.
The point is to control the total .
volume of monetary “purchasing
power: and especially the size of
money incomes, which chiefly de+
termines the ‘volume of demand
for goods and services. Expendi~
ture in all its different forms—
whether for current consumption,
for the upkeep of the government
or for investment purposes—must
be related to the available volume ' :
of goods and Services, with spe=
cial attention to the flow of save
ings (including such aid as is re=
ceived from abroad). The prin=
ciple of balancing the budgetis
subordinate to the more general
rule that the money income re-
ceived by producers of all kinds '’
should  correspond to the real
value of their output of goods and
services (less taxes and other
charges required for the upkeep
of = government ' establishments,
etc.). In other words, there must
be no dilution by issues of money
having no counterpart in addi-
tions to the volume of goods and
services, and, accordingly, the
central banks must once more be
in a position to exert their influs
ence on the volume of currency
and credit,

“The boom conditions at pres<
ent obtaining demand a curb, on
the creation' of . new. money, ' :
though in  times . of depression &
different policy may.be justified, :
There .is, indeed, .a danger. that
ideas which were born. during the

great” depression " of - the’ ’thxrhes

may,stxll retain- their: sway. over
people s minds and be: allowed to v

Al course’ of .events - in : many' iy

countries unmrstakably points_to ..
the conclusion that; for, 'peacetime |
reconstruetion. to, rest on.a firm
foundation, measures of ‘financial
control. must again be apphed—+
adapted, .maybe, - to', the -circum=
stances. of .each particular: country
but without'detriment to their‘ef+
fectiveness.. It will then be foun
that a most useful step has been
taken on the road to international
cooperation. By their very hature
most physical controls ‘' (and no
least trade and exchange controls) '
tend to intensify the trend. to-
wards nationalistic insulation. As
a matter of fact, a wider applica«
tion of appropriate financial cone
trols -should permit the abolition
of many: existing. hindrances and: '
thus help to stfengthen the ties of: :
free international intercourse,
Such application would, moreover,
be consonant with the present day
orientation of ideas and action toe
wards 3 system ‘which- combines ' ;
close; cooperation. with. the greate ::
est possible, freedo;n ior the indie !
vidual countmes

Lt ...,.eq_.l‘ :
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Indications of Current Business Activity

.. The following statistical tabulations cover production and other figures for 'Ehe latest week or month available (dates
‘shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date) :

Latest Previous Month YAeM‘ z L Latest Previous
AMERICAN IRON AND STEEL INSTITUTE: Week " Week Ago g0 03y 183X TIuowW YU :
Indicated steel operatio ercent 0f CapACIty) —mammms oo July 25 " iie3,1 90.8 96.2 93,1 | BANK DEBITS — BOARD OF GOVERNORS
" Equivalent m_p A §98 papacly) I 723 o3 / OF THE FEDERAL RESERVE SYSTEM—
| Bteel ingots and castings produced (net toNs)..icememiwice ol . July 25 1,678,100 1,636,600 1,734,000 1,629,200 Month of June (in thousands) $108,629,000 . $97,593,000 $94,447,00C

BMERICAN PETROLEUM INSTITUTE: : ; o BUSINESS FAfLURES—DUN & BRADSTREET

Crude oil output—daily average (bbls. of 42 gallons each) 5,480,400 5,483,800 5,479,600 . 5,045,350 INC.—Month of June:
Crude runs to stills—daily avegrage Abbls.) g 5,791,000 5,701,000 ' ° 5,592,000 5,268,000 M;nlufactminx number
Gasoline output  (bbls.) : 18,244,000 18,041,000 17,928,000 16,255,000 | ~ Wholesale number
| Eerosine output (bbls.) July 10 2,023,000 2,116,000 2,270,000 2,213,000 lgeta_ltl nmlnber -
Gas oil and distillate fuel oll output (bhls.)———-_—__—_—___- .. July10 7,438,000 . 7,185,000 - 7,143,000 6,004,000 Gonstruction 1 : ;
Residual fuel oil output (bbls.) July 10 9,141,000 9,055,000 8,967,000 8,666,000 ommercial service number
Btocks at refineries, at bulk terminals, in transit and in pipe lines— tal b 4 3

; Finished and unfinished gasoline (bbls.) at. J 102,948,000 104,145,000 105,849,000 817,930,000 Total number ... 463 26 283

. Kerosine (bbls.), at. July 10 19,235,000 18,733,000 16,897,000 16,162,000 Mnnufactunn; }1§Lb111txes $5,147,000 $7,030,000 = $14,220,000
S st ad dwilinte SRR Bt i lo - sososgun, - atssnoor asaseon | adgasan | Mhabal lablie DN mee diuos

. Residual fuel oil (bbls.) at, July 10 . 62,385,000 60,926,000 57,481,000 0,596, P e il - 984,000 588,000 664,000
Commercial service liabilities... 1,317,000 1,058,000 610,00¢ -

BSSOCIATION OF AMERICAN RAILROADS:
Revenue freight loaded  (number of cars)......_._..______ ' July10 755,760 757,366 ©906,948 807,117 GOTTON SEED — DEPT, OF COMMERCE
I' Revenue freight rec’ i : 700,630 531,414 ) — . 1 — :
l reig lt:ecd from connections (numbker of cars) 556,894 638,621 )0, ; Total  liabilitics $12,163,000  $13,814,000 ' $18,982,000
: P Received at mills (tons) Aug; 1 to June 30.-. 3,980,210 3,957,796 3,005,926
CIVIL ENGINEERING CONSTRUCTION, ENGINEERING NEWS- Crushed (tons) Aug. 1 to June 30 - 3,982,923 3,869,340 3,015,377
* RECORD: . Stocks (tons) June 30 95,815 187,984 108,255
| 'l{:ltal U. S. construction : July 15 $126,589,000 $168,718,000 $126,683,000 $1g§,§gg.ggg
vate construction i July 15 60,799,000 100,043,000 67,953,000 ,195, : 2
®ublic consiruction July 15 65,790,000 ' 68,675,000 = 58,930,000 ' 53,155,000 Co"‘ﬁ%ﬁ SEED,ERIDUCISSDERTS OF COMe
State and municipal P July 15 50,544,000 54,663,000 56,560,000 = 39,084,000 Ul
Federal : July 15 15,246,000 - 14,012,000 2,370,000 - 14,071,000 |- Crude Oil— 5
3 Stocks (pounds) June 30 32,616,000 43,054,000 919,990,000
: . Produced (pounds) Aug. 1 to June 30-__- 1,242,385,000 1,204,362,000 48,871,000
{UOAL OUTPUT (U. S. BUREAU OF MINES): shi :
; U. 2 pped (pounds) Aug. 1-to June 30.-___.. 1,239,450,000 1,200,378,000 951,900,000
gitumhimusl coalt:nd ’Hgnlte (tons) July 10 10,070,000 . = *3,700,000 13‘13'3(1)60380 ‘f},ggggg Refined Oil— : : :
'ennsylvania anthracite (tons) ¢ July 10 5,000 100,000 ,210, 1900 Stocks (pounds) June 30, 111,689,000 126,912,000 204,106,000
l Beehive coke (tons) July 10 - 47,800 26,700 145,000 53,400 Produced (pounds) Aug. 1 to June 30.... 1,132,418,000 1,084,466,000 885,584,000
‘ i : 43 s Cake and Meal— : Z
©EPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- v Stocks (tons) June 30 - 94,516 100,037 87,958
TEM—1935-39 AVERAGE=100. July 10 218 *265 | 304 228 Produced (tons) Aug, 1 to Jun 1,847,711 1,793,606 1,328,672 .
Shipped (tons) ‘Aug, 1 to June 30.-. 1,800,136 1,740,510 1,272,342
€DISON ELECTRIC INSTITUTE: Hulls— : ?

; ' Stocks (tons) June 30 45,331 44,254 40,069
Electric output (in 000 kwh.) July 17 5,197,458 4,760,316 5,159,285 4,732,434 Produced (tons) Aug. 1 to June 30 o 899,096 871,979 709,263

Shipped  (tons) Aug. 1 to Junc 30._.. 889,573 863,633 695,119
@AILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- Limefi_(m(nmn,)bmgs_. S ;
STREET, INC, : July 15 91 88 100 63 g:pael

Stocks June 30 : 108,208 . 1§2,723 990’Z§°
7 Produced. Aug. 1 to June 30_ ,249,464 ,213,034 68,435
fEON :";E COMPOSITE PRICES: ! Shipped ‘Aug. 1 to June 30-. - - L._ - 12211000 ' 1.160.050 912,749
Finished steel’ (per 1b.) July 13 '3.24473¢ 3.24473¢ 3.24473¢ 2.85664¢ | w11 Fiber (500-1b, bales)— ] !
[ Pig fron (per gross ton) July 13 $41.84 §40,51 #$40.51 ; kL aales) ‘416 a 312
Berap steel (per gross ton) July 13 $41.00 $40.91 $40.66 t Produced ‘Aug. 1 to June 30 17,599 17,485 18,678
A ) < Shipped Aug. 1 to June 30... 17,584 17,309 18,869
$IETAL PRICES (E. & M. J. QUOTATIONS): ! Motes, grabbots, etc. (500-1b. bales)— ; .
Electrolytic copper-— i i Stocks . June 30-_. i 15,725 17,685 11,723
< tic refinery at. July 14 21.200¢ 21.200¢ 21.200¢ 21.225¢ Produced Aug. 1 ne 30. < 44,792 43,673 38,335
r Export refinery at July 14 21,500¢. 0 421,750¢ 21.475¢ 21.425¢c | Shipped Aug. 1 to June.30 39,580 36,501 28,342
| ggrndns r;ln (;:!evlv( York) at July 14 . '103.000c 103.000¢ 103.000¢ - gg.gg(}c v : :
a © $ids ; Jul a1 17.500 17.500 .000¢ |
I Lead ESt.wLm:)irs))a? ; A aﬂx§ i:w 17,,3‘3,82 12‘3802 17.3002 ©14.800g | FATRCHILD PUBLICATIONS RETAIL ' PRICE
Zinc (East St. Louls) at, " J July 14 12,000¢" -+ 12:000¢  T¥I 1120006 <7 10.500¢ +INDEX 1935-39=*100 (COPYRIGHTED) AS -

OF JULY 1;

$100DY’S BOND PRICES DAILY AVERAGES: : Hi ‘ g;’ggg";g;dgndex
U. 5. Goyt. Bonds o July 20 100.82 10085 < 10130 10379 | Men's apparel

Average corporate July 20 112.37 112.56 11312 1i7.00 Women’s apparel
Aaa, July 20 116.61 117.00 118,00 122,09 | " Infants’ and children’s wear
July 20 115.24 115.24 11582 120.22 | “FHome furnishing
July 20 111.62 112.00 112,56 116,61 Pi d
: July 20 106.21 106.56 106.92 109.97 i =
Railroad Group July 20 108.16 B 108.88 112.00 W sl
Public. Utilities Group. July 20 112.56 X 113.70 118.60° e i B g
Industrials Group July 20 ; 117.20 120.84 04501 waslh gao
Domestics—
Sheets
Blankets ‘and comfortables

Women's apparel—:
Hosiery
Aprons and housedresses
Corsets and brassieres.
Furs
Underwear
Shoes

Men’s apparel-—
Hosiery

*Underwear
Shirts -and neckwear,

Hats and caps
¥ATIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD- Clothing, - including  overalls

ATY INDEX BY GROUPS—1935-39=100; - Shoes
Foods. July 17 . 3 i Infants’ and children’s wear—
Fats and oils_ ; July 17 .5 § g 2 Socks
Farm prod : July 17. - 5 A B . Underwear
* Cotton e July 17 i B . . Shoes
= z :uly 17 A A . Furniture
uly 17 . : 2 29 | Floor coverings
July 17 : ] : Radios
Miscellaneous ditles.._: July 17 B A s Luggeage
'ill":’;;“‘:ﬂ : : ';Eg g ] ‘ ! g Electrical household appliances
Building materials ! % July 17 § A . ching
Themicals and- drugs. i July 17 A 4 { 2
Fertilizer materials. July 17 A ] .8 | NEW CAPITAL ISSUES IN 'GREAT BRITAIN—

Fertilizers July 17 N i X i Midland Bank, Ltd.—Month of June. ’ £12,303,000
Farm ' machinery. July 17

%.All groups; combined : : July 17 : : 2266 NEW YORK STOCK EXCHANGE—
FWATIONAL PAPERBOARD ASSOCIATION: 4 ’ ‘ prAs,0f June 30 (000's omiltted) : :
¥ ember firms carrying margin accounts— 3
e b July 10 Eedi7o0 213,837 171,331 139,281 - Trrotal of customers’ net debit balances....  $619467  $614720  $550,046
;::rcentnge o}ogzilvlty Iuiy ig log'léé 171’533 193’%3& 133,950 Credit extended to customers. 68,349 68,600
uly : 76 :
;Aniiled orcers. (toues July. A0 399019 361,060 980,923 505,183 [ - 2000, O h&’é&&%ﬁ‘y’“ﬁ‘éﬁ“ﬁf&’x‘tI{;axs;;;(ces-: §75:203 2?3;323 650,858
b 1086 : Market ‘value of listed shares el 94,506,911 74,703,907 66,547,890
O b S ANDDEDG  REFORTER:. PRICE (INDEX.-197613¢ Jaly 16 S $i75 142y | Market value of listed bonds. ... % 135,369,744 140,148,124
: ! "1 Stock price index, 12-31-24—100. - ...~ ¢ 82.8% . T1.3%
: - Member borrowings on U. 8. Govt. issues $139,777 $153,653 $206,010
Member borrowings on other collateral | 257,486 232,154 209,679

$500DY’S BOND' YIELD DAILY AVERAGES:
U. 8. Govt. Bonds. July 20
‘Average corporate. Y July 20
V:¥:3 : July 20
As, July 20
A July 20
Baa. July 20
Railroad Group. July 20
Public’ Utilities Group. July 20
Industrials . Group. July 20
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WHOLESALE PRICES—U. 8. DEPT, OF LABOR—1926=100:

All: commoditie July 10 . s 1166.7 3 111483

» Farm. products July 10 5 197.2
“ Foods. . Tduly 10 X 1841 SELECTED INCOME ITEMS OF U. S. CLASS.I

3 gid:-sl and I:atper products July 10 y 188.3 X 1733 ;ﬁ:m (;ﬂ:r;:;t)e Commerce - Commission)
- Textile products, Ji : :
Fuel nng lighting materials Jﬁg ig ;i da8. r ’ Net railway operating. income. - . $53,104,074 $60,724,331 = $59,459,540
" . Meta] and metal products. July 10 i i 3 5 Other income B 16,065,108 17,285,602 18,700,035
- Building materials. July 10 2 5 - ¥ ¥ Total income 69,169,182 78,009,933 78,159,575
" Chemicals- and - allied ' products. July 10 g g i : Miscellaneous deductions from income. 3,663,872 3,915,897 3,397,361
Housefurnishings goods. July 10 V145, 3 2 Income available for fixed'charges. 65,505,310 74,094,036 74,762,214
* Miscellaneous commodities. July 10 . d Income after fixed charges 30,160,439 38,694,265 38,495,916
i { 2 : : Other deductions 3,244,194 . 3,147,705 2,803,991
|" Bpecial groups— : Net income 26,916,245 = 35,446,560 35,691,925 -
¢+ Raw. materials : ; Jily 10 Depreciation (way & structures & equip.)-. 30,471,453 29,305,578
Bemi-manufactured articles J“]y 10 4 . Amortization of defense projects_._-_. 1,369,805 1,339,356
 Manufactured' products. 1ul§'1 i ; X > 2 . Fedjedrald!ncome taxes. 26,104,975 21,600,082
“ All commodities other than farm products July A ;. ; i : Dividend appropriations: a : :
s ’All commodities other than farm products and £00d8—....__.- 30 ; : gg ;gg}{;ggdﬁirzgl:k %’ggg,égg 12,%3.333 gggggﬁ; :
-1 *Revised figure, : : EEL e : Ratio of income to fixed charges 1.85 2.09 .06
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Management’ s Part in the Free Enterprise System

(Continued from page 8)

the engineering part of his under-
taking, 3

The management part was in
many ways even more interesting.
The determination to make but
one type of machine and one size
of ‘that type: was deliberately |
made by Mr. Hartness in view of
certain ideas in management
which ‘he had worked out after
much thought before be became
a-responsible. manager.: He rec~
ognized the fact that an industrial
plant is a social organization, . He
recognized the fact that men like
to have a feeling of competence
and importance. ‘He recognized
the-fact ‘that for-the -great ma-
jority. of men this does not mean
that they. assume heavy and. se-
rious responsibility but does in-
volve knowing all about their job
and the part they plan ‘in-produc-
ing 'a successful and highly re-
garded end product. To make thig
possible in a small machine shop
required -the simplification: of ‘the
product. It required a compara-

" tively small" range of operations

for 'each .man; 1t required and
made possible a sense of compe-
tence and g pride of result in men
who 'with greater responsibilities
and more difficult tasks would
have been dissatisfied and uneasy.
All- this Mr. Hartness -put. down
years later in a little book which

McGraw-Hill  published " entitled:|

‘“The..Human : Factor . in. Works

‘“This‘was a concrete example of
the shift from the provision ofi
capital to the art of management

as ‘the fundamental: element of--

success in business, Since the end
of the 19th' century this process
has gone very far. Capital, for
the most part, at the present time
is drawn ‘from . innumerable
sources, largely anoaymous. "The
great -industrial ‘organizations of
the “country have numbers of}
stockholders ' running ' into thel
thousands. The capitalist ‘as such
has: almost ‘disappeared. :Capital
is the sum total of the savingsand
investment of innumerable stock-
holders of small,” moderate, or
fairly large means. .

Examples Left of Capitalist Class

There are.a few great examples
left of the ‘capitalist class. Per-
haps_ the most outstanding exam-
ple is the du Poat family, which
as generation succeeds generation,
does ‘increase in numbers but still
preserves apparently enough of
the clan discipline  to ‘'make it a
rare example of a capitalist group.
Their activities have grown over
the years. From being specialists
in explosives, the family went in-
to chemicals in general: From that
they expanded into automobiles
and the tire industry. From there
they went into electric refrigera-
tors and other: household equip-
ment. They are now one of the
world’s leading locomotive build-
ers through their interest in the
Electromotive Division of Gen-
eral Motors. By no means all or
even a majority of the capital
now invested in their far-flung
enterprises belongs to the family,
but it .remains a. fact that,they
are surviving representatives of
the dimishing capitalist class. It
must be said. however, that their
success has been due to their skill
in selecting ‘managers 'of the en-
terprises which their money has
supported. :
. In other such great undertak-
ings as the American Telephone
& Telegraph Company -and Mont-
gomery Ward, capitalist  control
has largely disappeared, and.oper-
ations are vested i1 management’s
hands. Capital ownership is so
finely subdivided, the stock is so
broadly ‘distributed that. scarcely
any other means of control could
be devised short of the assump-

Control more and more is vested
in the self-perpetuating manage-
ment group, which seeks for its
business new and younger men
who in turn take the places of the
older ‘ones, There is no single
capitalist and, under ordinary cir-
cumstances, there is no business
combination of capitalists (that is
to say of stockholders) in these
great companies who has the vot-
ing power or the business ability
i0--controf in detail the operations
of the companies which they own.
It is very much to the credit of
these self-perpetuating manage-
ment groups that they have to so
great an extent served the inter-
ests of their stockholders as well
as' provided  for themselves sal-
aries, position and power in some
degree commensurate with the
responsibilities they have as-
sumed.

Management’s control of these
great businesses is not of course
complete or final. There has
been more than one example of
situations in which such busi-
nesses have 'been mismanaged.
When that takes place, the di-
rectors - representing the stock-
holders have to take on the re-
sponsibilities  of the old-fashioned
capitalist. They have to reorgan-

-|ize, to seek new management, and

start again along more efficient
and effective lines.

To sum all this up; let us realize
that this is not a capitalistic era.
This is the era of management and
management groups. :
. ‘While I do-not have the figures
-at -hand-to substantiate the -con-
tention, T-would guess that in the
group of these receiving $25,000
.and more of income, a larger:part
goes to - the management group
than goes to the investing or capi-
talist group. ‘Again, this is not a
‘capitalistic age. Tt is a manage-
ment’age.

Rewarding Management

Some of the nominal salaries of
management are very high, I say
“nominal” because, as we -all
know, the high-salaried man is in
a very large measure a channel by
which money is diverted to the
U. S. Treasury, and he receives
only that part which an all-wise
Federal Government decides to
allow him to retain. Now, are
these high- salaries earned?

Along with the few examples
which occur to me of high-salaried
managers who turned out to be
unsatistactory * from the stock-
holders’ standpoint, I can think of
many more men who have been
an excellent bargain - to those
whose money was invested in the
enterprise. Without cudgeling my
memory,-I can think of two com=
panies, both on the verge of bank-
ruptcy, who made bargains with
capable managers, which seemed
fantastic to many of the stock-
holders, but to which they reluc-
tantly agreed. In both of these
cases and in many more, the high
salaries paid resulted in rescuing
those businesses from: bankruptcy
and making the previously worth-
less stock assets of high value to
those who had been fortunate
enough and wise enough to hold
on to them. : A

Stockholders have shown: more
or less: wisdom in -the way 'in
which management has been paid
for its efforts. Sometimes it is
on a straight-salary basis. Some-
times it has ‘been on a bas.s of
sales. Sometimes it has been 2
basic salary-plus some percentage
on dividends paid. Of these vari-
ous plans, salaries based on sales
are least satisfactory, since it is
entirely possible to increase sales
without " increasing - profit, Bo-
nuses based on dividends rpaid
more clearly reflect the: stock-
holder’s interest, = though even
here - an - unconscientious man-

ager, and let us hope there are not

tion of such control by a socialistis
government. :
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many such, might for a period of
time milk the earnings of the

company unwisely into dividends
and thus to the agreed-on extent
into his own pockets to the ulti-
mate injury of the enterprise.
Various -other - plans which in-
volve relationships between divi-
dends, increase in'net ‘worth, or
other ' considerations, have been
tried and appraised. = Funda-
mentally, however, the wise thing
to do  from the stockholders’
standpoint is to pay the success-
ful manager well and to ap-
praise his actions on the basis"of
the long-range interests of the
owners of the business.

‘A Record of Managerial Ability

In general, as stated, the man-
agement class nas, a high record
of ability and of service to stock-
holders. This record is ' based
upon -a recognition of their own
long-range = self-interest rather
than short-range profit,  Our so-
ciety may well be proud of the
record this class has made as a
whole, This record and. the re-
wards gained are only possible in
a. free enterprise ‘system.  The
management ‘group > has' & " great
stake in-this system. . ' RIEE.

On business trips to Europe in
1920 and later; I ran into a num-
ber of concrete examples of a
different point of view  in the
management class from that'which
we hold:in this country. To 8ome€]
extent, in England, more particu-
larly on the c{continent,' managing
directors and their subordinates
were found to be timid and lack-
ing in imagination: ' The position
which they had obtained was one
which had been reached with dif-
ficulty and ‘the general attitude
was to make sure that no mistakes
were made which- might. jeopard-
ize 'that position. - They were
concerned with holding en rather
than with climbing. Such man-
agers would not have lasted long
 under American  conditions, but
they probably reflected ‘the point
of view of an-employing capitalist
group- which was less impersonal
and more directly connected with
these enterprises than is the case
in the typical successful American
business. We are going to have
an opportunity under ECA to find
out to what extent creative
imagination exists or can be de-
veloped in those countries. “Cre-
ative management can do much
for the Old World and the people
who live in it. :

Even Russia has come to see
the necessity for engaging the in-
terest of competent management:
The management class is given
more -salary and numerous de-
sirable perquisites.. It is, how-
ever, far from free. Its oppor-
tunities for improvement are
limited by governmental controls:
Its supervisors are held respon-
sible for and often suffer from
the conditions imposed: by the so-
cial - organization ‘under: which
they live. ] :

In  England, management  is
swamped by  bureaucracy:
Whether under: English socialism
or Russian communism, manage-
ment, production, and ultimately
the consumption of the population
is being reduced by the absence of
the free enterprise under ‘which
management thrives and performs
the highest sotial service.' Those
who wish to enjoy these forms. of
social organization must pay the
price of a'lower standard of liv-
ing.  Given free range of com-
petent management and freedom
from: the excesses of government
controls involved in these two so-
¢ial systems, it ‘would be possible
to improve ‘greatly the ‘material
welfare of these two’countries. :

Preserving Management's

. Position
In this age of management, in
which the manager enjoys power;
material reward and ‘a feeling of
satisfaction in exercising ‘his ex-
perience and abilities, the preser-

vation of his position:must be tc
him and to his class a:matter o:

serious.con’sideration. That
preservation can ‘only ‘‘come as 'a’
result of the sensitiveness of the
members of the management class
to their responsibilit.es as trustees
for stockholders, for suppliers, for
employees,  and for their -cus-
tomers.

Management’s Responsibilities

Fortunately, the tradition or
which this class has been devel-
oped is on the whole favorable te
this  sensitiveness. « Many years
ago, as a young machine tool
salesman, T was led to observe the
differences "in = the relationsh:ps
between : the manufacturer ana
the customer as revealed by my
dealings with a representative ot
a British firm which was estab-
lishing a branch plant in this
country. - I' first. approached him
with a method of making ‘an im-
portant unit of his product with
machinery built by the firm by
whom I was employed.  He was
interested and prepared to follow
my, proposals. - After my return
to the head office and after hav-
ing given thought to the matter,
it became clear to me that by

ing the work, two pieces could be

‘'made at once, in the same time

that was required for doing them
one at a ‘time. - This would cut.in
half the number of machines
which the prospective customel
would have ‘to buy, With joy in

for. him, I returned to'the pros-
pective customer and’told thim-of
my new suggestion. - At-once he
became suspicious.. He'said, “What
is: your game anyway?”? It was
quite clear, and 1 verified it later
by swapping of  experience, -that
in - the business atmosphere in

the interests of the buyer and
seller were :considered to be: dia=
metrieally opposed to each other.
The buyer.sold- as- much as he
-could -at *the highest ' possible
price; and: the"géller had 'his eye
fixed on the ancient Latin motto
“Caveat emptor”’. which,. trans-
lated, means: “Let the buyer be-
ware,” That it was better: busi-
ness to establish long-termconfi-
dence between buyer and . selle:
on‘ the basis of giving him: high-
grade engineering service was an
idea he and men like him could
not comprehend. Yet is was rap-
idly growing- in-those early days
| to be a fundamental principle ir
American business -and has since
become well nigh universal.

- There is, ‘likewise, a responsi-
bility to the companies from which
one makes : purchases, . This. re:
sponsibility is a little bit more
remote in its:long-range - effeets
on the business being managed
but it is nevertheless a real one.
I refer to the requirements that in
times' of slow business, suppliers
be not beaten down in price to the
last possible cent which can be
squeezed out of their price. It is
true that this is in-accordanc:
with ~old-fashioned ' laissez-faire
‘doctrine, about which T will have
more to say in a later talk. 'Ye!
it is true that if the supplier is ¢
responsible - concern, making the
desired 'quality of goods-at a com-
petitively satisfactory price; it is
far better in the long run to keep

to drive him ‘to the wall. This
policy. of driving suppliers ‘to the
wall was defnitely practiced ' by
one of the automebile ‘companies
many years ago. Fortunately, it
is no longer a policy of its pres-
ent management, T
'This respons:ibility to suppliers
must not extend to the point of
subsidizing ‘the weak and ineffi-

line ‘between subsidy on the one

; hand and destructive exploitation
‘l'on' the other, G

It goes without saying ' thal

to its  employees; of- which- the
fundamental Vone 'is ‘that it shall
be successful and be .able-to pro-
vide continuous and remunerative
employment ‘to- those who work

making certain changes in ‘hold-;

my heart at: the-good news I had |

which . this man had been raised |

him operating ‘satisfactorily. than|

cient.’ Any-good -manager will be.
able in his 6wn mind to draw the

mianagement “has a responsibility|

for it It is a part of manage-
ment’s business to have human
understanding, as well as to en-
courage the productive efficiency
of those whom it employs.

It is a most fortunate .circum-
stance that these responsibilities .
to purchasers, to suppl.ers, and to
employees when met, give to the
like-minded manager a greater
sense of satisfaction of human re-
Jations well met, 1 called it @
“circumstance,” as though it were
a happenstance. Really, there is .
something fundamental 'in the ' .
relationship between morally
worthwhile action and long-range
self-interest. Of this, also, I have
something to say in a later dis-
course. 4

Of course the most direct obli-
gations -which' management as—',
sumes: are’ those ‘of looking after
the interests of the stockholders.
The ‘interests ‘of ‘the stockholders
include those ‘which * have been s
described  as relating to ‘the pur-
chaser, the supplier, and the em-
ployee. But management, in
operating the stockholders’. busi=
ness with the stockholders’ capital
has direct responsibilities. - The
responsibilites ‘refer to’ profitable
operations and :for such: moderate
and continued expansion of plant -
and operations ‘as can be safely.
assimilated and maintained..These
requirements are perfectly: famil-
iar  to management’ and do not
heed to be elaborated: on here. % b

Management ‘is the: great bene-
ficiary 'of our free enterprise sys-_
tem. It is deeply concerned with * -
its maintenance. Its maintenance
seems to depend on:a-precarious
balance, skillfully maintained, be—
tween the ' interests’ of all the
groups with which management
is concerned., The problem seems |
complicated.” It would seem fo
require the utmost skill to main= -
tain this balance, ‘It must be of a -~
sort-which brings advantage toall |
the parties concerned. - Precarious |
though this balance seems. skillful !
though ‘the moves taken to main- |
tain it must'be, the precariousness x
is not so-great nor is the skill so
rare but that - intelligent human
beings are well able to carry out
thesedifficult respons.bl_].xtxe:«;, :
even ‘in-a time-like this ‘which'is
full of uncertainty and change.

-When these- responsibilities are
skillfully carried out, management
and stockholders are not the only ©
groups which ~are served. ‘The " :
whole structure of our industrial
society and all who live.in it and
by ‘it are likewise served and !
strengthened.

Kent-Moore Organiz.
Stock on Market

The investment banking firm of
George A. McDowell & Co., De-
troit, is the principal underwriter
of 56,000 shares of common stock
of Kent-Moore Organization, Incs
offered- to the public: July 21.'
Following the approval by the-
stockholders of a 4-for-1 split of/
the company’s common stock, ins
creasing the outstanding shares to,
520,000 shares, the stock is being
offered publicly for:the first time .
and is part of the holdings qf pres-_
ent stockholders, and does not
represent  new financing.. The;
shares are: being offered: at $7.50"
a2 share, and other firms making,,
the offering include’ Ames, Emer-
ich ‘& Co., Inc., Chicago; Buckley,
Securities Corp., Philadelphia; and:
Sills, Minton & Co. Inc., Chicago.

Harriman Ripley Co.
Promotes W. S. Cluett

The Board .of Directors.of, Harz
riman:Ripley & Co.,-Inc.; 63:Wall
Street, New York City, have ap-
pointed «'W. 'Scott' Cluett to.be
Manager of the syndicate division
of :the sales department,
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- Wallace Calls for Draft Repeal

(Continued £rom page 8)

shackles they placed ‘on young
"people in the clo;mg days of the
. last’ session;

it “Let us:carry ‘the ‘challenge to

" both ‘old parties ‘on their entire
.program. Let us see what the two
. old parties ‘will do ‘to meet the
" needs of young people.

‘o “Young men and ‘women in #:
.dustry toqay want a decent mini-
+ mum ‘wage.  They want ]obs In'

| 1947, young, people made up 20%
Sof the total - labor “force ‘in':the
o countrv——-but thev made up meore
" ‘than half of the unemployed peo-
“ple;in’ the ‘country.:: The jobs of-
“fered to-young people are for the
"'most part un=skilled ‘and low vpaid

. The ‘training: of ;young workers is | .

_tied. to:methods that keep them
’at low ‘wages for dong perxods
- Child labor’is still an outrage in.
*ithis | ‘country. - There were three
" times'as: many. young ‘people .in
, “the, ages 14-15-employed in 1947,
o5 thetyear of our. greatest peace-
s tlme Aemploymentras in 1940, -
. 4We: ceny cut’ through this Jun-
le .of artificial: barriers placed: in:

tlfle ‘way of. ‘young:people by pass-|-

-+ dnga-decent mipimum ;wage law.
pnowdmg at least:$1.an hour and
“irequal, pay. forequal work - by
v younv workersy, T
'y)wage: Jaw: scould wvirtually. wipe-out
iy the dxsgrace sof ichild-dabor, That
-mininum. wage-daw: could-extend.
£ the. icoverage. of: d:hes resent Act

s workets ‘in ‘stores’ and p. ocessmg
- plants’ who are now.:denied,.the
-protection of the Act. A decent
" minimum wagé law' could ‘provide

. beginners’  standards -that. would

. enable young: workers ‘to move:

“ rapldly into  higher ‘wage. scales.

“Need I say at this point that'
no such law has been  proposed
either by the Repubhcan Party’
or by the ‘President’'s own Party?

“The’ young ' industrial worker,
and his family, no less than the’
older worker, wants a halt to high
prices. Tet us force both old
‘parties’to lower prices to the Tev-!
els of 1946 to, provide subs:dles S0
that adequate food will ‘be within!
_the ‘reach 'of dll.” Let us force the
profiteers of inflation “to ‘sacrifice-
some, at least, of.their 'greatest{
profits “in hlstory Let us  see
whether ‘the ‘two old parties will
dare “act against ‘the interests ot
their ‘rich: contributors.:

quate . ‘housing. . But - adequate:
housing means that both ‘0ld ‘par-
ties: must -roll:back the prices of
many ‘industrial materials, they
-must - allocate materials spemf—
ically " for : housing, 'they must{
:spend ‘government funds . to in-;
[sure . really ' low cost . housing,

where prxvate bullders cannot | .

‘build ‘them. 43

JLetus challenge the two. old
partles ‘to-provide such.a pr:ogram
.of housing:that'will supply 4 mil-
lion:new: -homes in the mext two,
years—as: we in ‘the New: Party.
-advocate. -But the'twowld parties
‘know:-they ‘cannot provide the

housing ihat young America needs! i

as: long-as:they.are ‘committed-to:
‘building: parracks. They musttake

steel-and -:aluminum .and lumber | :

from the::making; of 'guns, and’
‘battleships and .mllltary au'planes
they .must -cut: profits of big in-.
dustry,  they::must control . ‘big]
business.- and ‘not: young . people. |

We challenge them to ‘do' s0.”

"‘r.."'-n'M'lN G
»EVENTS

l'n lmestment ‘Field

Aug. 27, 1948 (il)ehver, ‘Colo.)
* “Bond ' Club ‘of Denver-Rocky:
Mt. Group of IBA joint Annua.
Party at Park Hill Country ‘Club

. Sept. 10, 1948 (New York City) -

Securlty Traders Association of
* New 'York :Summer Outing -at
. Travers Island,

- Nov. 13,1948 (Chlcago, Ill.)
‘Bond Traders. Club of :Chicago
Luncheon for. members of NSTA
.. passing through Clucago on way
to the Convention; :

" 'Nov. 15-18, 1948 (Dalas, Tex.)
National Security Traders Asso-
clation Convention.

' Dec. 5-10, 1948 (Hollywood, Fla.)

©Investment Bankers Association

.+ 1948 convention ‘at the Hollywood
. Beach Hotel.

l‘ Ilccall Com. Holders
- Gel Purchase Rights

McCall Corp, magazine pub-

* lishers and originator of the

. printed pattern in women’s fash-
. lonms, offered’ July 21 to holders
. of its common stock, rights to
| purchase  an additional" 87,167
. shares of common stock at $26 per
" share, Subseription warrants en-
titling holders to purchase one
.Share of"zdditional stock for each
.six shares held of record July 20,
,expire.at 3 p.m. on Aug 3 1948

' White, Weld & Co. is prmclpal in
‘the group underwriting the. offer-

ng

i 7 Proceeds: from the sale of the
" additional stock will be ‘added tn
worklng ‘capital, ‘A program of
.-expansion. and modernization at
,\theucompany’s printing plant in
# Dayton, 'undertaken 'in 1946, is
: expected to ‘be’ completed. at the
end -of the present year, mvolvmg

: a .total . cost..of approx1mately

| counted  fon approxlmately 58%

‘had been expended by the close
‘of 1947,
Successor t.o the fashion maga-

| zing ' &nd --dress pattern :business
founfed about-1870 by Janres Mec-;

Call,  the “company was ‘incorpo-'
rated -in - -1913; < about ‘which : time:

it acyuired all ithe - capital’ ‘stock’

of The MecCall .Company.  'Prin-!
cipal business of the corperation:
is the publication of McCall’s
Magazine,-Redbook Magazine: and;
Blue Book Magazine; which ‘ac-!

of ‘gross' business in 1947.
"The company also produces and

fashion ; publications which. -are
distribufed through approximately
7,500 “dry goods, department and
genera] stores in the United States,
Canada, Europe, Latin America
and other parts of the world.  The
company’s - pattern business ac-
counted- for:about 24% of -gross
sales lastyear. ;

The corporation reported total
sales in 1947 of $33,045,246. and
net income of $3,038;856.: In 1947,
‘dividends totaling $3 . per share

were ‘paid on the -common stock.

John Quinlan Dead
John H. Quinlan, a member :of
the New York 'Stock Exchange
since - 1926, died ‘early " July 21

from a cerebral hemorrhage at the |°

'Sheraton Hotel,

On /Oct. 14, 1926, he orlg.nally
joined the New York Stock  Ex-
change and then organized the
firm -of Quinlan & Co. ‘with of-:
fices in New York.! When the
firm changed its name to Betts;
Borland & Co., in' November,
1932, Mr. Quinlan became.a part-
ner: and represented 'the firm in
New York until his death.

. Ebbott a Director .
Percy J. Ebbott, Senior Vice-
President - -of -the Chase  National
Bank, has been elected :a director
of. Belding ;Heminwav: Co,, .Inc;
it was announced by, Raymond -C.

$11 300, 000 of - which $8,300,000

Kramer, .. Chairman | of the com-
pany, S

AN

sells‘McCall Printéd Patterns and|

Dealer-Broker
Reeommendallons

(Continued from .page .8)
Continental Casualty - Company
~—Analysis—First - Boston Corp.,
100 Broadway, New York 5, N. Y

Flaks :Merchandise, Inc.-—~Infor-
mation-—Peters, Writer & Chris-
tensen, Inc., U, S. National Bank
Building, Denver 2, Colo,

'General ‘Motors ‘Corp. —Sum-
mary.'and’ opinion—F. F. Hutton
& %o‘.’, 61 Broadway, New York 6,

Grinnell Corporation—Analysis
—Goodbody & Co., 115 ’Broadway,

: |'New York 6, N. Y
“Young' people.  demand ade-|"

Also available ‘are an analysis
of H. L.’ Robertson Company and
leaflets 'on ‘Weekly Market Opin-
ion, the Case Against Tow ‘Coupon
Long-Term Bonds and Oils,

R. Hoe & Co., Inc.—Analysis—
'Adams- & Co,, 105 West Adams
Street, :Chicago 3, -I11.

Hoake:; Electrochemical Co.—,
Cireular—A.. M. Kidder .& Co.,
1: Wall Street New York 5, N. Y.

Hotel Wlndemere — Circular —.
A-mott,- Baker & Co., 150 Broad-
‘way; New York 7, N. Y,

Imperial Oil — Memorandum —-
Milner, Ross & Co.; 330 Bay Street,
Torento 1, Ont., Canada

Also avallable is current infor-
mation  ‘on International Petro-
leam and Columbm Cellulose Co.
Ltd. bonds. 5

Melville Shoe Corporation——’Re—

/| appraisal—Kalb, Voorhis & Co.,
25' Broad Street New York 4‘

N. Y.
Maine Central - Railroad — De-

& Co., . Inc.,  49. Federal Street,
Boston 10, Mdss ™

Meh.l I"orming Corporation —
urrent ‘bulletin — First - Colony

AaorK o, N Y.
“Missouri ' Pacific “:Ctmvertib‘le

3%ss compared with St. Louis-San
‘Francisco common—H, Hentz |

"1 Co.,’60 Beaver Street, New Yor{z
1, ‘N 0

Moore MecCormack Lines, Inc.—
 Analysis—~Smith, ‘Barney ‘& 'Co.,
14 Wall Street, New York 5, N. Y

Murray Company of Texas, Inc.

—Review—Schirmer, ‘Atherton &

l\C/Io" 50 Congress Street, Boston -3,
ass;

National Glass Co., Ine.—Card
memorandum—nay & ‘Ganiui,
Inc., 161 Devonshire Street, Bos-
ton 10 ‘Mass.

New England Public Service
Co. plain ‘preferreds—Analysis—
Ira Haupt & :Co., 111 Broadway,
New York 6, N. Y.

Oster - Manufacturing Co.—De-
seription—George Birkins . Com-
‘pany, 40 Exchange Place New
York 5, N. Y,

Parker ' Appliance Company =
| eircular — ‘du Pont, Homsey ‘Co.
31 Milk Street, Bostoﬁ 9, Mass.

Puget Sound Power & Light—

Report—Buckley Securities Corp.,

34219 Walnut Street, Philadelphia
a. i

Also - avallable ‘is 1a. report en

El Paso Electric Company.

Southern Cahforma Water - Co.
~— Memorandum — Wagenseller &

| Durst, 626 -South Spring Street,

Los Anneles 14, Calif,

Stromberg-Carlson Company —
Report on-interesting .speculation
—De Haven & Townsend, Crouter
& Bodihe, Packard Bulldmg, Phll-

| posal in the light, not only of the

1that -we shall be able to .achieve
| the ultimate ;goal of full investor

| the accomplishment of this com-

scriptive Analysis—A. G, Woglom:

Corporation; 52 Wall Street, New

Winters ' & Crampton Corp. —
Analysis—C. E. Unterberg & Co.
61 Broadway, New York 6, N. Y
Also -available is an analyals 01
Mlleq ‘Shoes, Inc.

What the SEC
Is Doing

(Continued from ‘page 7)

of "distribution of a red herring
prospectus. prior to the effective
date -of registration is one of the
problems to be considered at this
meeting by the members of the
association.. Perhaps the proposed
‘document rule, which is part and
parcel of the general problem.
mlght also be debated and your
views 'concerning it offered to
the ‘Commission.

As fellow administrators, you
realize full wel] the problems that
-confront the Commission, We
shall certainly ‘appreciate an ex-
pression of your opinions as to the
merit and feasibility of this pro-

Federal law, but also iof the sey-
eral :state laws which you admin-
ister,

This is but .one. of the ‘many
problems which- we can  tackle
‘hand in hand. To my mind, it is
‘only by such mutual cooperatlor\

protection which we all seek.

It is-comforting to note in this
connection that we administrators
are not alone ‘in seeking this ob-
jective. The National Associatior:
of ‘Securities Dealers, the Invest-
‘ment Bankers Association, and the
many mnational securities ex-
changes. such as the New York:
‘Stock . Exchange ‘and the New

pacities “of our. domestic enter-
prises. With an honest market, in
which an investor may invest thh
confidence—a market free from
artificial 'influences. ‘where the

| customer is ‘told ‘the whole truth,

I am- sure the securities business
will be able to win an “oscar” for
its new role, and will earn the
undying gratitude, not only of the
citizens of ‘this country, but of -all

| the peoples of the world.

S. S. Kresge Company
Common Stock Offered

An underwriting group 'headed
by Lehman Brothers and Watling,
Lerchen & Co.'is offering publicly
167,955 ‘shares of ©.'S, Kresge Co.
common stock at $35.25 a share.

Of 'the 137,955 shares of com-
mon stock ' offered, 140,000 shares
are being purchased by the under-
writers from ‘the estate of the
late Anna E. Kresge,-and :the bal-
ance, 27,955 ‘ghares, is ‘treasury
stock being purchased ' by the
underwriters from' the ‘company. -

The net proceeds to be received
by ‘the company from ‘the :sale:of
the 27,955 shares of common stock
being sold by it are intended:to
‘be :added ‘1o the general funds of
the company .and' to be available
for .general- corporate - purposes.
No part. of -the net proceeds from
the sale of the 140,000 shares of
common stock will be recelved by
the company.

After giving effect to the’ pres-
ent  financing, the: capitalization'
of the company will consist  of:
5,517,872 shares of common stock,
$10 par value, - As of 'April .30,
1948, the only debt of the company
and. its subsidiaries consisted of
'obligations’ secured by seven first.

York ‘Curb, are :all contributing to

mon :goal.

A High Peak -of ‘Professional
: Integrity

"By ‘reason of the joint etfort of |
all parties, the securities market
has reached .a “high ‘peak “of pro-
fessional integrity. True, there
are still some recalcitrants in the
field. But I am confident that
with our continued joint endeavor
we shall be able to remove these
few sharpers, .

Such cooperation amongst us
has been and will continue to be
essential. We have come a long
way _since the trymg ’20s. In-
vestor confidence in the securmes
markets, so sorely tried in'the
20s and early ’30s, is slowly but
surely returning. No longer need
the investor fear ‘the “baneful
bucket shop; and he can be
reasonably sure that he is not
investing in a tailor-made ‘market
operated for the benefit-of a few.
It is this investor confidence
which ‘we must nurture and safe-
guard. = This is the aim not: only
of the securities - administrators
but of :all honest men in the se-
curities business,

This is particularly ‘true in ‘the
present international crisis. An
honest market, operated by honest
men,; .can go toward staving off
1nﬂat10nary trends which might
lead ‘to depression.  An honest
market will bring in investor dol-
lars to build new .business, and
contribute to the growth of estab-
lished industries.

With the active assistance of
our securities market, we have, all
of us. witnessed the development
of this: country -over a period of
some '35 years from ‘a debtor na-
tion to the foremost creditor na=
tion in the world. - We are now
called upon to play the part of
protagonist in. the financial re-
habilitation and development of a
world threatened by economic
and ‘political totalitarianism. In
this new role, our securities mar-

a leading part to help, by private

of countries -outside our borders,
as it ‘has in the past built and

: adelph.laZ Pa.

B

ket may be called upon to play |’

investment, rebuild the economies |

mortgages ‘amounting -to :$1,241,-.
891, 'of which $825,334 represented

“| indebtedness of ‘the ‘company &nd.

'$416,557 represented indebtedness;
of S. S. Kresge Co., Ltd., a wholly
owned : Canadian subs1d1ary

The conrpany *s consolidated :
sales, for the year ended Dec.:31,

1947, amounted to’ $270,585, '779
Net ‘income for the same perlod-
was. $20,798,473, equivalent: to:
$3.77 per share of capital stock
outstanding. ' The = company has
earned a net profit and has paid
‘cash dividends on its outstanding
common stock in every year since
1ts incorporation in 1916.

New England Power
Bonds Offered hy
Halsey Stuart

An underwriting group headed
by. Halsey, Stuart & Co. Inc., of=-
fered to the public July 21, $11,~
000,000 New England Power Co.
flrst mortgage - bonds, series . B,
3%, due July 1, 1978, at 10099%
and accrued interest. Award was
made to the group at competitive
sale on its bid of 100.51. The issue
‘has been oversubscribed and the
books closed. .

Net proceeds from the sale-of
the :series B bonds, plus treasury
funds, will be -used by the com-
pany for the following purposes:
(1) payment of the purchase price
for the properties of Bellows Falls'
Hydro-Electric - Corp.;. (2) pay-
ment of the purchase price of that
portion of the Bellows Falls-Pratt
Junction Transmission Line locat=
ed in New Hampshire and owned
by, the Connecticut River Power
Co.; and (3) the balance of the
proceeds to be .applied to the re-
duction of .indebtedness to banks
totaling $2;400,000 as -at June 15,
1948,

Redemption prices for the new
bonds are set at 104.49% .to 100%.
For the sinking fund, the Tedemp-
tion prices are from 101% to 100%.

Herrick. Waddell ' Adds

(Special ‘to THE FINANCIAL CHRONICLE) |

KANSAS CITY, MO.—William
A. Schneider is with  Herrick,
Waddell & Reed, Inc., 1012 Baltl- .

maintained the productive ca-

more Avenue,

gitized for FRASER
[tp.//fraser.stlotisfed.org/
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Securltles ‘Now in Reglstratlon

INDICATES ADDITIONS SINCE PREVIOUS ' ISSUE

Air Commuting, Inc., White Plains, N. Y.
June 17 (letter of notification) 1,060 shares of capital
stock (no par value), of which 600 shares will be sold
publicly at $100 per share. = Underwriter — Burnham &

- Co. - Proceeds—To be used to engage in limited helicop-

‘ter operation over routes which the company is presently

certificated .to fly or in limited hellcopter commerc1a1~
. work.

'@ Air Survey’ Corp., Washington, D. C.

» July 12 (letter of notification) /5,000 shares of Class B

(non-voting) ($4 par) common: stock, = Price—$6.  For
additional equipment and cash reserves. . No underwrit-
ing.

American Fldellty Fire Insurance Co., New York

© July 2 (letter of notification) 20,000 shares. 80c non--

convertible preferred. stock (par: $5). Puce~$14 per

.. &hare. "Stockholders. of record July-15 will be given the

right to subseribe- to. the stock. Rights expire Sept. 9;
1 48. Expand fire: insurance business. - No underwriting.

Angovar, Ltd., Beverty Hllls, calif.
July 7 (letter of notification) 1,000 shares (no par) com-
mon stock ‘and 746 shares of 5% cumulative preferred
stock (par $100). The 1,000 shares of common, evaluated
at- $5 -each, ‘and 100 shares of; the preferred’are to be
issued to Molla V. Twomey “inconsideration for her
services” in organizing the company.  The  remaining
646 shares of preferred will be offered ‘publicly. = No

. underwriting.

Armstrong Rubber Co., West Haven, Conn.
June 30 (letter of notification) 1,000 shares of 434%

“cumulative convertible preferred stock, ($50 ‘par) and

2,000 shares of class A’ common stock, To be sold at $44
and $11.75, respectively.  This stock is being sold by
James A; Walsh, President of the Company, Underwriter
-—F Eberstadt & Co.; Inc., New York.

‘Armstrong Rubber Co., West Haven, Conn.
July 8 (letter of notification) 1,000 shares of 434% cumu-

‘Jative ‘convertible preferred sto‘ck ($50 par).  To be sold

at $44 each for Frederick Machlin, Executive Vice-Presi~
dent'‘and Secretary of the ‘company. Underwriter—
F. Eberstadt & Co., Inc., New" York, : :

Ashland Oil & Refining Co.. (8/2-5) - .
July 14 filed 400,000 shares of $1.20 cumulat:ve con-
vertible preferred stock. Underwriter—A. G. Becker &
Co. Inc.  Proceeds—Of the total, 300,000 shares are to
be sold for the account of the company and 100,000 shares
for the account of two individuals. The latter are stock-
holders of Allied Oil Co,, Inc., and the stock to be offered
for their ‘account :is 'a’ partof : the ‘shares they are to
receive in connection’ with -the merger of Allied into
Ashland. Proceeds—Proceeds  from:.sale”of . company’s
stock are to be added to general funds.and made avail-
able for further expansion of its interests.

® Associated COOperatlve»Grocers Co. of South-

; eastern Massachusetts, New Bedford, Mass.
July 15 (letter of notification) $50,000 of 4% convertlble
debenture certificates.. .No underwriter. - For operating
capital. . 4

® Bar Harbor (Me.) Hotel Co., Inc.
July 15 (letter: of notlﬁcatmn) 3,000~ shares ‘of c0mmon
stock*($100' par). ¢ Price—$100" per share. No- under-
writer. :To erect a hotel. "
® Bass Inc., Los Angeles, Calif.
July 13 (letter of notification) 12,500 shares: ($10. par)
common stock. Price—par. .To build ponds and . other
facilities to raise black bass and produce fish food. No
underwriting.

® Battle Butte Mining Co., Hot Springs, Mont.
June 23 (letter of notification): 6,000,000 shares of stock.
Price—>5¢ each.  To develop a mine in Flathead County,
Mont No’ underwriting.
® Beliefonte Stone Products Corp., New York
July 15 (letter of notification) $40,000. 6% debentures.
Price—Par. Working capital. No underwriting.

® Blue Moon Foods, Inc., Thorp, Wis.:
July 16 (letter of notification)- 28,646 shares ($1 par)
common  stock.  Price—$8 per share No underwmter
For expansion and general business.

Borderminster Exploration Co. Ltd., Ottawa,
. Canada
June 2 filed 500,000 common shares ($1 par). Under-
writer—Mark Daniels & Co. Price—40c per share Cana-
dian funds. Proceeds—For exploration of properties:
® . Central lilinois Public Service Co., Sprmgﬁeld,
o Mle (8/17) 0

July 15.filed 574, 087 shares ($10 par) common stock,
owned by Halqey, Stuart & Co. Inc, Underwnters-—

Nr,w York  Bosrton. PirrssurcH - CHICAGO. :

Prisate Wires to Offices in other Principal Cities ~ | 7"

pitized for FRASER
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Names to be determined by competitive bidding. Prob-
able bidders: Glore, Forgan & Co.; Blyth & Co., Inc.; The
First. Boston Corp., and Central. Republic Co. (jointly);
Lehman Brothers and Lazard Freres & Co. (jointly); A
G. Becker & Co. 'Expected about Aug. 17.

.. Central Maine Power Co: (7/26) ;
July 1 filed $5,000,000 first and general mortgage bonds,
serles' Q, due 1978. Underwriters—Names to- be -deter-
mined. by - competitive bidding. Probable . bidders—
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc:; Kidder,

. Peabody & Co. and W. E, Hutton & Co. (]omtly) Mer-

rill Lynch, Pierce, Fenner & Beane and White, Weld &

‘Co. (jointly); Salomon Bros. & Hutzler; Harrlman Rip-

ley & Co,, Inc Proceeds—To reduce outstandmg short-
term constructlon ‘notes ‘payable to the First: National
Bank of Boston;-the proceeds . of which were used for
additional: construction and  other. corporate  purposes.

Bids—Bids for the purchase of the bonds will be received ' -

at company’s office, 443 Congress Street, Portland,. Me.,
up to 11ta.m. (EDT) July 26.

Central Maine Power Co.
Nov.:10 filed 160,000 shares ($10 par) common.  Under=-
wrlting—Company called for competitive bids Dec:: 8,
1947 and only -one bid, that of Blyth & Co., Inc. and
Kidder, Peabody & Co. was submitted and was rejected
by the company. They bid  $13.75, less $1.75 under=
writing ‘commission, Now expected on negotiated basis
through Blyth & Co.; Inc. Offering—To be offered to 6%
preferred and common stockholders for: subscription on
the basis of one-half share of new common for each pre-
ferred share and one-tenth share of new common for
each common ‘share held. ' Price by amendment. . Pro-
‘eeeds—For construction and repayment of bank loans.

® Central Ohio Distributing Co., Columbus, Ohio
July-12 ! (letter of notification) $15,000 5% sinking fund
debentures, due 1959, with stock purchase warrants at-
tached 750 shares (no par) common stock to be bought
at prices ranging from $5 on Sept. 1 to $6.25 after Sept.
1, 1953, under exercise of the warrants; 2,280 shares (no
par) common stock to be sold to three persons at $5 a
share, . Underwriter — The Ohio Co.; Columbus, O. = For

.additional -working - capital.. .for the company and a

wholly-owned subsidiary and to purchase equipment for
the subsidiary.

Central Power & Light Co.

Nov. 21 filed 40,000 shares ($100 par) cumulative pre-
ferred. Underwriters—Lehman Brothers; Glore, Forgan
& Co.,. Dewar, Robertson & Pancoast.  Proceeds—For
property additions.and. expenses,: On April 15, SEC:de-
nied effectiveness of registration’statement.

Central Vermont Public Service Corp. i
March 30 filed $1,500,000 Series E first mortgage bonds
and an undetermined number of common. shares -(no
par). Underwriters of common—Coffin & Burr. . Bonds
to be placed privately. Common stock will be offered to
common stockholders through subscription rights and to
common and preferred stockholders through subscrip-
tion pmvﬂeges Proceeds—For. a. construction. program

* and repair of flood damages. Expected by mid-July.

Century Steel Corp., Hollydale, Calif. :
Nov. 10 filed 4,000 shares ($100 par) common, Under-
writing—None. -Shares will be sold at par by directors.
Proceeds—To purchase rolling mill, equipment and for
working capital,

Challenger: Airlines Co., Salt Lake City, Utah

March: 1 filed 600,000 shares ($1 par) common, stock, of .

which 400,000 are being sold for the company and 200,—

000 for the account of Claude Neon, Inc. ‘Underwriting
—None. Price—$2 a share,  Proceeds—For equipment

purchase and general funds.:

‘Chieftain Products, Inc., Brooklyn, N. Y.
July 2 (letter of notification) 50,000 shares of common
stock and 30,000 warrants entitling the holder to pur-
chase common stock. Price—$2.75 per unit consisting of
one share of common and 1% warrants.  General corpo=-

rate purposes. Underwriter—Dunne & Co., New York.

' Clinton (Mich.) Machine Co.

" April 15 (letter of notification) 10,000 ‘shares of stock -

to be sold at $5%s each '(market prlce) for selling stock-
holder. Underivriter—Charles E. Balley & Co., Detroit.

® Colonial Western: Underwriters Co., Inc.,
Shreveport, La.

July 12 (letter of notification) 24, 170 shareg of Class A

common stock  ($1 par). Pnce—$10 Underwriter—Mid-

South Securities Co., Nashville, Tenn. To purchase the

controlling interest ip other: corporations, partlcularly

life insurance companies.

DETROIT HARVESTER COMPANY
Bought — Sold — Quoted |

Revnolds & Co.
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@ ' Commercial Discount Corp., Chicago, Il
July 16 (letter of notification) 5,970 shares: $3.50 prior
preferred stock, ($50 par) and 11 940 shares of Class A
comomn stock.  To be sold in units of one share of pre= .
ferred and two shares of Class' A- common for $50,25 per,
unit, - Underwriter—Julien Collins & Co Workmg cap+
ital and general corporate funds. . . - 3
Commonwealth Edison Co., (7/27) S i
June 29 filed $50,000,000 first mortgage bonds, semes N,
due June 1, 1978. Underwriters—Names to be deter=
mined by competltlve bidding. Probable bidders include
Halsey, Stuart & Co. Inc.; Glore, Forgan & Co.; Th e
First Boston Corp. Preceéeds—For working capital to be
used for - construction. ,Bids—Bids. for purchase of the
bonds will be received  at company’s office,.72 West
Adams Street, Chicago, up.to 11 a.m. (CDT), July 27..
Consumers Cooperative Assoc., Kansas C|ty, ;
Missouri 4
Oct 16 filed $3,000,000 non-dlvxdend common stock ($23
par); $6,000,000 of 315% five-year and 4% % 10-yea

‘cumulative certlflcates of indebtedness; and $2,000,000 ot

1% % demand and 2% %: 6 months cumulative loan cer+
tificates.. No underwriting. Offering—Offered only
stockholders and patrons and members. . Price—At face
amount. Proceeds—For acquisition of additional offlce
and plant facilities,
® Continental Motors Corp., Muskegon, Mlch. !
July 19 filed 300,000 shares:($1 par) common :stock,
Underwnter——Van Alstyne Noel Corp. :Proceeds—To be
applied toward the payment of $3,500,000 bank notes. 3
® Cooperative Homebuilders; Inc., Seattle
July 15 (letter of: notification) ' “as many shares as
possible of. $500 par common stock; up to the maximum
of 250 shares authorized, will be offered to employees
of the. corporation; balance of $156,000 of stock to be is=
sued will consist of $100 par value preferred stock, whlch
will be offered to employees and the general publlc
Underwriter—Loring MacDonald. For a down payment
on property and for working capital.

Dayton Consolidated Mines' Co., Virginia City,

Nevada

May 14 (letter of notification) $100, 000 first: llen sinking
fund convertible 5% bonds due 1953 ‘and 300,000 com-
mon shares reserved for conversion of bonds Price—

! $1 000 per bond with 1,000 common shares. Underwriter

—S. K, Cunningham & Co., Pittsburgh.- To receive cur=
rent obligations, working capltal etc.. Being. placed pn-
vately. : ',

Deere & ,Co., Moline; lll. (7/26-29)

. July 7 filed250,000. shares- (no -par) common stock.

Underwriter — Harriman Ripley & Co., New York,
Price by amendment. Proceeds—Stock is bemg sold by
trustees of two trusts, one for the benefit of Katherine
Deere Butterworth and others, and one created by the
wxlilof Charles -H. Deere, with:- 125 000 shares offered by
eac

® DuMont (Allen B. Laboratorles, Inc., Passaic,

N. J.
July 16 filed 150,000 shares of 5% cumulative preferred
stock, ($20 par) and 29,515 shares.of Class A common
stock Underwrlters—tVan ‘Alstyne Noel Corp. and Gear=
hart & Co., Inc,, New York. Price—$20 each, Proceeds
—To mcrease workmg capital, gain additional facilities,
including a  manufacturing. plant for $1,700,000, a tele-
vision station’ in Pittsburgh for $300,000 and moving the
Washington: station for. $125,000. Buslness—Television;
- Dunk Donut Corp., Highland Park, Mich. ' :

July 8 (letter of notification) 300,000 shares ($1 par)
common stock. ' Price, par. Underwriter—Charles E.
Bailey & Co., Detroit.. To establish shops, pay- debts
and increase workmg capital.

Eureka Corp. Limited, Toronto, Ontario, caxi.
July 7 filed 675,000 shares ($1 par) common stock and
405,000. common- stock purchase warrants to-be offered
shareholders at the rate of one for each 25 held, - Under-
writer—None is planned.  Price—135,000 units are to be
offered, consisting of five common shares and a,stock
purchase warrant for three shares, for $7.50 per unit.
Proceeds—To de-water mine, cross-cut to the ore zoné,
and for repayment of temporary loans,

Exeter & Hampston Electric. Co., Exeter, N. H.
June 24 (letter of notification) 8,125.shares of common
stock (par $20). Pnce——$33 per share. Stockholders. of
record June 30 given right to subscribe on basis of one
new :share: for ‘each two: shares. held: ‘Rights: €xpire
July 26,  Proceeds—For additions, ‘extensions and- im-
provements to plant and to pay present short- term notes
totaling $130,000, v
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Central Maine Power Co., 11 am, (EDT).___Bonds

./ Deere & Co :
‘Pacific Telecoin Corp
Shoe Corp. of America

July 27, 1948
Commonwealth Edison Co., 11 am. (CDT) ...Bonds

July 28, 1948

i-General  Plywood " Corp
- Liberty Magazine, Inc
Western Maryland Ry.-.

August 2,:1948

'Ashland Oil' & Refining:Co,2o_____.____ ‘Preferred
+ Hawaiian Electric Co Litd. Preferred

Equip. Trust Ctfs.
Preferred

Preferred

Common
Preferred
___Equip. Trust Cifs.

'-“'Readmg 'Co; noon (‘ED'I_‘

.. ‘First Guardian Securities Corp., New York City
June 4 filed 36,000 shares of 5% cumulative convertible
preferred stock ($25 par) and 172,000 shares ($1. par)
‘common stock.: (72,000 shares of common to be reserved
for ‘conversion of the-preferred.) . Underwriter-——None,
‘Price—$25 a share for the preferred and $10 for the com-
‘mon,

Fission Mines Ltd., Toronto, Canada

‘Aprll 16 filed 200,000 shares of treasury stock. Undeh :

-writer—Mark Damels & Co., Toronto. Price—$1 a share,
Proceeds—For mining and busmess costs, :

... . Flotill Products, Inc., Stockton, Calif. :

.March 6 filed 385,000 shares of 60 cent convertible pre~
ferred stock (par $5) and 325,000 shares of common stock
(par $1). Underwriter — Floyd D. Cerf Co., Chicago.
‘Price—preferred $10; common $6.  Proceeds — Stock-
holders will sell 260,000 preferred shares and 250 000

common shares and company’ 125,000 preferred shares-

~#nd 75,000 common shares. Company s proceeds will be
used for general corporate purposes; Effectwe May 5.

2/ Fraser. Products Co., Detroit, Mlch.

DOct. 21 filed 100,000 shares ($1 par) common. Under-
-writers — Campbell McCarty & Co., and Keane & Co.,
.both . Detroit. : Price—$5.25 per share Proceeds—The
‘ghares are being sold by 14 stockholders who will .re-
«eeive proceeds. - Registration statement effective Jan. 16,

-® “Fuller Brush Co., Hartford, Conn,

July 12 (letter of notification) 3,000 shares of ($100 par)
preferred stock, . Price—par, To raise working capital
and retire exnstmg indebtedness. “No underwriting.

.General Plywood Corp. (7/28)
sJune 25 filed 100,000 shares of 5% cumulative convert.
ible preferred stock (par $20). A firm commitment has

‘been entered into with a group of underwriters covering -

<half of the shares, and these,.together with the.balance
tof the stock, will be ,publicly offered. Underwriters—F,
S. Yantis & Co., Inc.,; W. L, Lyons & Co., H. M. Byllesby
& Co., J. C. Bradford & Co :Crowell, 'Weedon & Co,,

g Cruttenden & Co., Martin, Burns & Corbett Inc., Berwyn -

+T.'Moore & Co., Inc Mullaney, Wells & Co William R.
‘Staats & Co., Van: Alstyne Noel & Co,, Dempsey &-Co.,
AL G Edwards & ‘Sons, Hernck Waddell & Reed, Inc,,
H.lckey &- Co., Mason, Moran &
*Co., Inc., ‘Wilson-Trinkle & Co., Inc. "and Holton, Her-
rington, Farra Co. Proceeds—To reimburse the com-
panys treasury  for expendltures made ‘in connection
‘with the building and ‘equipping of their new veneer

.and 'plywood plant at Savannah, Ga., the -cost of which

i'was approximately $1,650,000. Price At par. Offering
L-—Expected at'end of July.

Hawaiian Electric Co., l.td., Honolulu (8/2)
June 29 filed 50,000 'shares of series D’ cumulative pre-

1ferred. stock (par $20) and 100,000 shares of common =

 stock (par $20). Offering—To be offered common stock-
,holders at the rate 'of one additional common share for
| | each ' 312 shares held  and:one’ share of preferred for

I éach seven common  shares held.  Price—Par in each’
| .'¢ase. Underwriters—Dillon, Read:& Co. Inc. and Dean

itter & Co, Proceeds—To- pay off short-term promrs-
ry notes and the balance for construction.

" \Heidelberg Sports Enterpnses, lnc., :
Pittsburgh, .Pa. .
Uune 25 filed 2,041 shares of class A common stock and
5000 shares of‘class B common stock (par $100). Price
,—Par ($100 .per share). Underwriter—None; " Proceeds
/4-$600,000 to be used for spectator grandstand and bal-
‘ance for related purposes;

Heyden' Chemical Corp., New York, N Y.
‘\’lune 29 filed 59,579 - shares. of cumulatxve convertlble
preferred stock ‘(no-par) ‘to* be: offeled common stock-

Joitized for FERASER
htp:/Hraser.stlouisfed.org/

Co., O’Neal- Alden & .

holders in the ratio of one share of preferred for each 20
shares 0f ‘common ' stock- held.: Price—By ‘amendment.
Underwriter—A. G. Beckér & Co. will acquire the un-=

. subscribed shares. Proceeds—To be used in part for im- -

provement and - expansion . of manufacturing , facilities,
Offering postponed. :

®  Horseshoe Basin Mining & Development Co., -

Inc., Bremerton, Wash.
July 12 (letter of notification) 175,000 shares of common
stock. ' Price—60 cents  each. For mining development
and ‘equipment, - No underwriting.

Idaho-Montana Pulp & Paper Co., Polson, Mont.
May 17 filed 100,000 shares of 4% cumulative preferred
stock  ($100 par) and 500,000 shares ($10 par) common
stock. Underwriter — Tom G. Taylor: & Co., Missoula,
Mont.
preferred and 10 shares of common stock. ' Proceeds—To
erect and operate a bleached sulphate pulp mxll with a
200-ton per day capacity.

Illinois Bell Telephone Co., Chicago, IIl. ;
June ‘4 filed 389,995 shares of capital stock. (par $100).

- Underwriter, none, Offering—To be offered pro rata for

subscription by shareholders of record June 2.  Ameri-
can Telephone and Telegraph Co, (parent) will purchase
387,295 shares.. ‘Proceeds—To pay advances from Ameri-
can Telephone and Telegraph its parent; any remainder
of proceeds will be used in improving telephone plant

Illinois Power Co., Decatur, Il

June 30 filed 690,098 shares of common stock (no par. .
:“value). To provide for conversion of 345,049 -shares of

-outstanding.5% cumulative .convertible preferred stock
(par $50) which the company intends to call for redemp-
tion at $52.50 per: share and accrued  dividends, Each
‘ preferred share is convertible into two. common shares.

Public offermg is contemplated of the common stock not

issued in conversion, Underwriting and offering price
to be filed by amendment. Probable underwriter: The
‘First Boston Corp. Proceeds—To redeem the preferred
stock and for ‘construction.

®  Indiana & Michigan Electric Co., South Bend,
Ind. -7 o { ;
July 14 filed $25,000,000 first mortgage bonds, due 1978.
- Underwriters—To be determined by competitive bid-
ding. . Probable bidders: Halsey, Stuart & Co. Inc.; The
First Boston Corp.; Lehman Brothers; Dillon, Read & Co.
Inc.; Harriman Rlpley & Co.  Proceeds—To prepay $6,-
000 000 of bank notes' borrowed . for construction and
$10,000,000 borrowed by Indiana Service Corp, and as-
sumed by the company under a merger, and for treasury
funds.
‘Industrial
; Detroit i
July 7 (letter of notification) 150,000 shares '($1 par)
cammon stock. * Price,. par...To build an addition:.to
the company’s plant, equip it, and supplement' working
capital, Underwriter—Baker, Simonds & Co.; Detroit,

International Asbestos Co., Ltd., Sherbrooko,
Quebec
Jan. 30 filed 1,500,000 shares ($1 par) common stock.
Underwriter—Paul E. Frechette, Hartford, Conn.,, is the
U. S. authorized agent and prmclpal underwnter Price
—$1 each. Proceeds—To construct milling ' plant and
purchase ‘equipment.

@ - International Television Corp., New York:

July 14 (letter of notification) 300,000 shares of common
stock (par:10¢).. Price—S$1 per share. Organization ex-
penses, additional equipment working capital. Under~
writer—Henry P. Rosenfeld Co., New York, :

Keller & Co., Inc., Boston, Mass.
May 28 (letter. of notification) 9,300. shares of cumula-
tive participating preferred stock and $200,000 of 20-
year 51 9% debentures, due 1968. Underwriter—General
Stock & Bond Corp. Proceeds—For workrng capital and
other corporate purposes.

® Kingsburg (Calif.) Cotton 0Oil Co., ngsburg
“July 14 (letter .of notification) ' 20,000 shares ($1 par)
capital stock. Price—$4.25 per share. - No underwriter.
Proceeds to selling stockholders,

Kool-Aid Bottling Co., Inc. of Callf., Sheboygan,
Wisconsin
March 22 filed 1,500,000 shares ($1 par) ‘common stock.
Underwriter—Heronymus & Co., Sheboygan Wis. Pro-
ceeds—To open and equip bottlmg plants m California
cities. Price—$1 per share,

® Liberty Magazine, lnc.,‘New York (7/28)
July 20 (letter of notification) 20,000 shares of common

.stock (par $1). . Price—$2.50 per share. Underwriter—
Hendrickson & :Co., New York Proceeds to Natlonal»

Magazines, Inc,

® Lincoln Telephone & Telegraph Co., meoln,
= Neh.

July 12 (letter of notlfxcatlon) 15,000 shares ($1625 par)

‘common stock. Offering—To be offered’ present stock~

holders at the rate of one share for each eight now held,

Price—$20. To extend plant facilities.. No underwriting,

' Line ‘Material Co., Milwaukee, Wis,
July 8 (letter of notification) 5,000 shares ($5 par) capi-
tal stock, To be sold at $19. 75 a'share for W. D. Kyle,
President of the company. Underwriter—The Milwaukee
Co. s
® Lord's, Evanston, || P
July 16 (letter. of notlflcatlon) 2000 shares 5% second
preferred: stock: ($100 par), I‘rlce—$100 per share No
“underwriter. ‘To increase workmg capital.’

McAleer Manufacturm' Co., Rochester, Mlch

5une 15 (letter of notlficatxonl 7,000 :shares of .common -

“stock (par<$1)+ Price~=$550 per share. ' Underwriter—
C. G. McDonald & Co. ' Proceeds—No purpose given,,

Price—$300 per unit; consisting of two shares of -

Stamping &‘ Manufacturmg Co.,.

. North "Carolina.

itive Works, Inc.;

*McCall Corp./(8/4)

‘“June 24 tiled 87,167 shares of common stock (no par).

Ol’ferm‘r——Offered to’ common stockholders of record
July 20 on basis of one new for six shares held. War- -

rants expire Aug. 3.. Underwriter—White, Weld & Co. -

Prlce——-$26 per:share. Proceeds—For workmg capital.

‘McVicar Mining - Co., Ltd., Vancouver, B..C.
July 14 filed 400,000 :shares’ '(par 50¢ Canadian funds)
common . stock and 1,100,000 common - share purchase
warrants, as well  as 1100 000 common shares to be

reserved for issuance upon exercise of warrants. Under=

writer—Carstairs - & Co., Philadelphia. Price—60 :cents
(U. S. funds) and 60 cents (Canadmn funds) for not
more than 100,000 shares to be sold in Canada; one cent
each for the Warrants Proceeds—General funds and to
develop mining property.

® Metrogas, lInc., Chicago, lll.

July 15 (letter of notification) 1,200 shares (no par)
common stock. Price—$52.50 per share. No underwriter.

4

To pay-unsecured notes, to repay advances from an:af- °
filiate "and to purchase addmonal customers premise -

equipment,

‘Midwest Packagmg Materials Co., St. Louis,; Mo..
June 25 (letter of ‘notification) 3,500 shares of common !

stock (par $5). 'Price—At market.”. Proceeds—To selling
stockholder, Underwrrter-—Edward D. . Jones & Co.

@ Montgomery ‘Mines, ‘Inc., Bonners Ferry, Idaho

July 12 .(letter of notification) 300,000 shares of non~ -
assessable capital stock.- Price—25 cents per share.. Un=

derwriters—Henry Jacob Ratz,.' For mine development
® Mutual Bond & Mortgage Corp., 'New York

July 16 (letter of:notification).2,850 shares of 5% cumu~ '

lative preferred stock (par $100) and. 2,850 shares class B -
stock (par $1). Price—$105 per: unit, consisting - of one
share of each, General funds. Underwrlting——None
National Battery Co. (8/3)

July 14 filed 65,000 shares ($50 par) convertible pre-
ferred stock. Prxce and dividend, by amendment. Un-
derwriters—Goldman, Sachs & Co., New York; Piper,
Jaffray '&:Hopwood, Minneapolis.
$3,000,000 of :bank loans and general corporate purposes.

National Electric Products Corp., Pittsburgh,
Pennsylvania

June 23 (letter of notification) 2,000 shares of common

stock (par $50). Price-$37.50 per share. Underwriter—

- Singer, Deane & Scribner, Proceeds—To executors of an

estate.

Northern States Power Co. (of Minn,)

June 3 filed 200,000 shares of cumulative preferred stock
(no par).  Underwriting—Names to be determined by
competitive bidding.: Bids—On July 13 Lehman Brothers
submitted a bid of '100.759 for a dividend rate of 4.80%.
-Smith, Barney & Co. bid 100.57 also for a:4.80% dividend.
Company rejected:the bids for the stock.

® No-Sag Spring Co., Detroit, Mich. .

July 15 (letter- of notification) 14, 000 shares of common
stock. Price—$10 per 'share. Stockholders given right

to- subscribe for- one ‘share of new stock for each 10

shares owned. No underwriter.
ing capital.

Nuera Products Co., Denver, Colo.
May 10 filed 100,000 shares ($10 par) 6% preferred stock
and 20,000 shares (1 mill par) common stock. Umler-
wntmg——-None named, Price—10 shares of preferrecd and

For: additional werk=

two- of . common. will be sold .for; $160. i Proceeds—Ta

build, furnish and tool a factory. and apply close to $500,-
000 to working capital.

0-Cel-0, Inc., BuHale, N. Y.
June 24 (letter of notification) 3,000 shares of prelerred

.stock: (par $45) and 6,000 shares -of common stock (par

$1) to be issued in units of one share of preferred and
two shares of common to be offered pro rata'to.com=
mon stockholders of record July 2, 1948, at $50 per. unit,
Rights expire Aug. 2. Corporation w1ll also offer prorata -
to the common ‘stockholders who exercise said right any
units offered but not purchased by other ‘stockholders.
Price—Preferred at $45 per share and common at $2.50'

- per ‘share. Underwriter — None. Proceeds — For -expan—

sion of plant facilities for the manufacture and sale of
cellulose products.

® Official Films, Inc., New York

July 16 (letter of notification) 49,000 shares 35¢ cumula~
tive preferred stock (par $5) and 49,000 shares of -com~
mon stock (par 10¢). Priee—$6 per unit, consisting of
one share of each; Working capital and other general
corporate = purposes. Underwriter — Aetna Securities

: Corp New York.

Old North State Insurance Co.
June 24 filed 100,000 shares.of 'capital ‘stock ~(par $5).
Price—$15 " per share. Underwriter—First . Securities
Corp., Durham, N. C. Offering—26,667 shares will be
initially offered on'a ‘“when, as and if issued” -basis;

13,333 shares will be purchased by underwriter for pub~-

lic or private offerings; and the remaining 40,000 shares
will be publicly offered on a “best efforts basis” on
completion of the:subscription of the first 40,000 shares
and the company’s receipt of a license to do business in
Proceeds—For. general business pur-
poses. : ;
Pacific Associates, Inc., San Francisco, Calif.
June 29 (leter of notification) 8,000 shares 6% cumula=
tive prior preferred stk. ($25 par) 16,000 shares ($1 par)
common stock, ‘and 16,000 shares of common to be issued

upon exercise -of warrants held by owneérs of the prior -

preference stock. 'All stock to be sold at par value.'

Proceeds'to pay off a bank loan, make advances to a

wholly-owned susbidiary, Klamath Machine & Locemo=

Hannaford & Talbot San_ Francisco,, will - be scllmg
agents :
oy “*(Continued on page 38) °
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Proceeds—To retire

-and for additional working capital.
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Pacific: Telecoin- Corp., San Fran. (7/26-29)
June 10 (letter of notification) $300,000: 4% % equipment
trust certificates, series A, dated July 1, 1948, and' due
July 1, 1951.  Underwriters—Gearhart & Co., Inc., and
Paul D. Sheeline & Co.
retire debt and for working capital.

- Pennsylvania Industries Corp., Pittshurgh, Pa.
June 24 filed 214,987 shares common stock (par $10) to
be exchanged’ for the stock of Pennsylvania Industries,
Inc; (old company), viz: 21,190 shares in exchange for
old company common stock (one for each 28. of old): and

193,797 shares to the holders of outstanding $6 cumula-

tive preferred stock on basis of three common for one
preferred. : ¢

® . Pitney-Bowes, ' Inc., Stamford, Conn.

July 14 (letter of notification) 7,500 shares. of common
stock. To be offered to employees. only under the Em-
ployees’ Stock Purchase Plan.

Plymouth Rubber Co., Canton, Mass. r’
July' 9 (letter of notification) 2,500 shares of comon
stock. To be sold for Walter H. Bieringer, Brookline,
Mass. - Price—$5%%. . Underwriter—E, W, Clucas & Co,,
New York, and J. Arthur Warner & Co., Boston.

' Powder River 0il Co., Denver,; Colo.
May 11 (letter of notification) 400,000. shares (10¢ par)
common stock. Price—25 cents.
Hughes and' Co., Denver, For working capital,

@ Powers Oil: & Drilling, Inc., Casper, Wyo.

" July 14 (letter of notification) 800,000 shares:(25¢ par)
common stock. Price—25 cents per share. . Underwriter
~—John G. Perry & Co. : For drilling operations:

Public Service Electric & Gas Co. (8/4)
June 11 filed 200,00 shares ($100. par) cumulative pre-

ferred stock, Underwriters — Names to be determined '
through competitive bidding. Probable bidders: Morgan -

Stanley & Co.; White,. Weld & Co. and Union Securities
Corp. (jointly) ‘ Proceeds—For property additions and
improvements. Bids—Bids were: asked to be submitted
July 7, but company has postponed, sale until Aug, 4.

Republic ‘Aviation Corp., Long Island, N. Y.
June 4 filed. 42,000 shares ($1 par):common stock, issu-
able upon the exercise of stock options. Options for this
stock, exercisable ‘at $7.25 per: share, are held by eight
individuals and. the estate of another, now deceised. Cer-
tain optionees: may reoffer shares purchased. Proceeds
—For general funds.

- Riley Stoker Corp.. Worcester, Mass.
June 3 (letter of notification) 7,000 shares ($3 par) com-
mon stock.  Price—$113} per share. Underwriter—Han-
rahan & Co Worcester, Mass.

® Rock of Ages Corp., Burlington, Vi.

July 16 (letter of notification) 400 shares (no par) com-
mon stock. Price--$13.50 per share. Underwriter—Lee
Higginson Corp. For general corporate funds,

® Rocky Mountain Casualty Co., Denver, Colo.
July 13 (letter of notification) 25,000 shares ($5 par)
preferred and 2,500 shares of ($5 par) common stock.
Price—$10 per share for each class. No underwriters.
To increase surplus.

®  Rudy Manufactul:ing Co., Dowagiac, Mich.
July 13 (letter of: notification) ‘10,000 shares ($1 par)
‘common stock. - Price<$3.  An optlon to purchase these

shares will be given to. Jeromeé:J, Keane, treasurer of’

the company. For working capital and general corpor-
ate purposes: No.underwriting.

Sangamo Electric Co., Springfield, Ili.
June 29 (letter of notification) 8,500 shares (no par)
common stock, (stated value $8 a share). Price —

$33.625. Underwriter — Paul H, Davis & Co., Chicago..

Proceeds will be used to partially reimburse the treas-
ury for expenditures in connection with a new $1,000,~
000" plant at Marion, 111,

Sanger Bros., Inc., Dallas, Tex.
June 25 (lettér of notification)' 2,000 shares of common
‘stock (par $2.50). Price—At market (about $11.25 per
share). Underwriters—Walker, Austin & Wagener and
Stifel, Nicolaus: & Co. Proceeds—To selling stockholder.

Savoy Oil Co., Inc., Tulsa, Okla.

June 8 filed 150,000 common shares. (25¢ par). Under-
wrmng—None Offering—Stockholders of record: June
30 are given rights to subscribe at $2.50 per share on or
before July 16. for 100,000. new- shares at the rate of.
‘two-thirds of a share for each share held. The other
50,000, shares will be issued to officers and others at $2.50
per share upon the exercise of warrants. An unspecified
number of shares.may or may not, be: offered for. sale to
the public. . Proceeds—To be added to general funds'of
company,

- Schuster. (Ed:) & Co., Inc., Mllwaukee, Wls.

July 2 filed 15,000 shares of cumulative preferred stock

(par: $100). Underwriters—Name by amendment, Pro-

ceeds—For general corporate purposes. ;
Schwitzer-Cummins Co., Indianapolis, Ind.

July 6 (letter of notification) 3,000 shares 5% % class A

cumulative preferred stock ($20 par) to be sold by Louis

. Schwitzer; Sr., chairman of the: board of directors. Un-

derwriter—Paul H. Davis & Co., Chicago.

‘Shoe Corp. of America, Columbus, 0. (7/26-29)
Jtlne 28 filed 25,000 shares of cumulative preferred stock
(no par), with class A common share purchase warrants

Proceeds—-For equlpment, to

; derwrit‘ers-—Paine, Webber,~Jackson &' Curtis;
Weld & Co.; Lee Higginson Corp., Estabrook & Coi and:-
. Merrill Lynch; Pierce, Fenner & Beane. Proceeds—For

Underwriter — R. L. ~

- Aug. 1,1978.
competltlve bidding. - Probable bidders:: Halsey; 'Stuart .

attached and 25,000 shares of common stock reserved for
warrants, Underwnter—Lee Higginson Corp Ptoceeds
—For general corporate purposes.

@ Silica:Products (:0., Inc., Tacoma, Wash.

July 13 (letter of notification) 246 shares of non-assess-
able common capital stock’ ($100 par). ' Price—par. - For-
exploration work and equipment. - No underwriting.

Squankum Feed & Supply Co., Inc.
Farmingdale, N. J.
May 24 (letter of notification) 1,000. shares. $5 50 ‘cumula-

tive preferred. stock (par $100). Price, par. Underwriter -

—Fidelity Securities & Investment Co., Inc, Asbury’
‘Park, N. J. Working capital. - .

@ - Sylvania. Electric Products, Inc., New York
July 19 filed 200,000: shares: (no par) common stocl;v}}.ltn-
ite,

expansion. of the television tube business of the company. "

Tabor Lake Gold. Mines, Ltd., Toronto, Canada

April 2. filed 300,000. shares (par: §l) -preferred stock.

" Underwriter—Mark Daniels & Co., ‘Toronto, Canada.
Price—60, cents a share. Proceeds—For mine develop-

ments,

Tanner & Co., Indianapolis, Ind. ;
June 15 (letter of notification): 3,000 ‘shares of 51/‘_»%‘
cumulative preferred: stock (par $100) Holders of 492

shares of presently outstanding: 6% cumulative preferred :

stock will be offered inexchange 492 shares of the new:
51% % preferred stock, share: for share.  Price—Par and
accrued. dividends. To be 'offered. in Indiana only. Un-
derwriter—City - Securities Corp. Proceeds—To  retire
$225,000 of promissory notes and for working capital.

®. Traderhorn Mines, Inc., Dishman, Wash.

July 14 (letter of notification) 50,000 shares: ($1 par)
class A common stock and 150,000 shares (1¢ par) com-
mon stock. To be offered in unlts of one share of Class
A common stock and three shares of common stoek at $1
per unit. No underwriter. For exploration and devel-
opment: work.

® Trans Caribbean Air Cargo Lines‘,‘ Inc.

July 19 (letter of notification) $150.000'7% convertible -

equipment trust certificates, series B, due’ Aug: 1, 1951.
Price—Par. Underwriter—Gearhart & Co., New York.
To pay $39,600 promissory note, balance for corporate
purposes.

U. S. Airlines, Inc:, St. Petersburg, Fla.
June 2 (letter of notification) 171,000 shares ($1 par)
common stock. Price—56 cents each. To-be offered for
Frances B. Law; Robert B.: Law, and-Theodore N. Law:
Underwriter—R., H. Johnson' &. Co New York.

United' Air' Lines, Inc., Chicago

June 7 filed filed. 369,618 shares. ($10 par) common'stock.
Underwriter—Harriman Ripley & Co., Inc.; New: York.
Price—By amendment. Offering-—To be made to com-
mon: stockholders on: basis 'of one share foreach five
held. Proceeds—Expenditures for equipment:and. facili-
ties, retiring bank loan' and debentures:  Temporarily
postponed. ;

@ Upson: Co;, Lockport, Na Y.

July 19 (letter of notification) 1,000 shares common stock
(par $10). Price—$16.50 per share. Underwriter—J., W,
Gould & Co., New York: Proceeds to selling stockholder:

® Utsh Cooperative Association, Salt Lake City,
tah ; :

July 12 ‘(letter of notification)  $200,000: 4% five-year

loan capital notes and 5% 10-year:loan capital notes, to
be: sold' in- multiples of $25 each. For working capital
and: to obtain an interest in an- oil refinery-as a source
of gasoline and 011 products for the assoclatlon No un~
derwriting.:

Victor Products Corp., Hagerstown, Md.

June 28. (letter of notification) 42,800 shares of common
stock, of which 21,503 shares will be sold to. single- holder -

of the majority of -the outstanding. voting: stock and
21,297 shares will be offered publicly. Stockholders of

record July 6 are given the right to subsecribe in the ratio -
of ‘one new: share for each 10 shares held. Rights expire::

Aug. 10. Price—$7.50. per share. Underwnter—None,,
Proceeds—To increase working capital.

-@.. War Eagle Gold Silver Lead Mining Co., Seattle

July 14 (letter of notification)  $50,000: one-year 6%
notes. - No: underwriter, - For mining: operations..

® Western Solvents Inc:,  Longmont, Colo.
To' build

stock ($20 par). Price—Par for each class.

and equip plant for cil-seed processmg and for operat- !

ing: capital. ' Norunderwriting: = . -

@ Wisconsin Public Service Corp., Mnlwaukee
July-19 filed $5,250,000' first mortgage bonds, series due
Underwrltere—Names to be’ determmed by

& Co, Inc.; The First Boston Corp.; Blyth & Cos, Inc.;
Goldman, Sachs & Co; and. Salomon Bros. & Hutzler
(jointly); Glore, Forgan & Co. and Central Republic Co.
(jointly); Shields & Co:; Kidder..Peabody & Co.;, Harris
Hall & Co. (Inc.); Harrlman Rioley: & Co,, Inc; and
White, Weld & Co. (Jomtly) Merrill Lynch, Pierce, Fen-
ner & Beane.
of short-term bank loans and for constructxont

®  Wolverine Products, Inc., Mllan, Mlch

July 15 (letter of notification)- 8,750 shares. ($10. par),/.

common stock. ' Price—$11 ner share. ' No underwriter.
To purchase three plastic injecting molding presses and
for working capltal

Proceeds—For the payment of $4,600 000‘ tions and to finance the company’s expansion program,

Yeakley 0Oil Co., Alamosa, Colo.
April 30 filed 10,000 shares: of’ common stock (par $10).
Underwriting—None. Price—$10 per share. Proceeds— |

. Mainly for development

Zonolite Co., Chlcago, L. il
May' 24 (letter of notification) 22, 000 shares common
stock (par $1).- Underwriter—Wm, C. Roney & Co." Price:

X by amendment.,

Prospechve Oﬁenngs

0 Arkansas: Power & Light Co.: :
Company has applied to the Arkansas P..S. Commlssmn

< for authority to issue $7,500,000 first mortgage bonds.

Company plans. to sell the issue to highest bidder as so(m ;
as regulatory approval can be secured : S S

i Boston: Insurance _Co. . :
July. 28 stockholders will vote on approvmg the issuance
of 100,000 shares of additional.capital stock, which will -
be offered to-stockholders in September.on the basis.ef |
one new share for each three shares held.’ It is expected |
that- a- group- of underwriters headed by First Boston !
Corp. will underwrite the new stock.

® Detroit Bank, Detroit :
July- 14-stockholders- voted- to release 50,000 -shares of

capital stock (par $20) to be offered to old stockholders

at $60 per share on basis-of ‘two: shares for each' seven !
shares heldof record July 14.  Rights expiré Aug. 3.
Unsubscribed. shares will be underwr;tten by, First of
Michigan Corp ‘and-‘Watling, Lerchen & Co." Standby !
expires Aug. 3 t

®  Detroit. Edlron Co.

July 28 the SEC will hold hearmgs on aopllcatlon of
American- Light & Traction-Co. for permission. to’ sell at
competitive” bidding 190,000 shares of Detroit Edison
capital stock. Probable pidders include: The First Bos-
ton' Corp.; Coffin' & Burr, Inc.; and Spence1 Trask & Co.
(jointly); Blyth & Co., Inc. ¢

® Missouri Pacmc RR. ;
July 20 company applied to the ICC for authouty to is~-
sue $4,700,000 equipment trust certificates, series KK:
The certlﬁcates will, be: dated Aug.. 1,:1948, and are: tor
mature serially over a period of 10 years. --Probable bid=~ -
ders: Halsey, Stuart & Co: Inc.; Harris, Hall & Co. (Ine:.);
The First Boston Corp and Salomon Bros. & Hutzler
(jointly).
® National ‘Tea Co.
July 19 President” H. V. McNamara stated that store
modernization will requxre additional capital before the
vear’s end and it is expected to be obtained through
rights to stock olders to purchase ~additional common
shares.

Pacific_ Telephone & Telegraph Co.:
July 14 reported cémpany has plans under consideration
for sale of $75,000,000 debentures. - The expectation in
underwriting: cu‘cles is that: the offering will be along"
about the latter. part: of September. Probable bidders
at the salerinclude Morgan Stanley. & Co. and assoclates
and Halsey, Stuart & Co. Inc., and associates:

@ Reading Co. (8/4)

Bids for the purchase:of $3,440,000 equlpment tlust eer—,
tificates; series P, will: be received at: office:of R. W
Brown, President, Room 423, Reading Terminal, Phila-
delphia, up-to noon. (EDT). Aug.-4: ' Certificates will be -
dated Sept. 1, 1948 and will mature :$172,000 semi-an-.
nually ‘March 1, 1949-Sept, .1, 1958: » ‘Probable: bidders:
Halsey, Stuart & Co.- Inc.;: Kidder, Peabody & Cor and‘
Dick & Merle-Smith: (Jomtly) Harris, Hall' &:Co. (Inc.);
Salomon: Bros. & Hutzler; Harrxman Rlpley & Co: and
LehmanBrothers: (]omtly)

@' Rockland: Light & Power Co. : g
July 17, reported company has plans undér considéra- |

5 tlon for sale; probably in-the fall of some $7,500, 000 m 3

“new ‘money’”’ bonds. :

Southern’ Cahfbrma Edison 00.

July 12 reported. company planning-a $25, 000 000 of first
mortgage bonds early in September. The money will be
used. to-help fimance its.construction program.’ Probable
bidders: Blyth & Co., Inc:; Halsey, Stuart & Co. Inc;; The ’
First. Boston- Corp.; thelds & Co.; F. S Moseley & Co. :
and Lee Higginson Corp (Jom‘cly) s
® Southern: Railway. ;
July 16-reported company; has under. consideration plang .
for sale of approximately $8, 000,000 in equipment trust
certificates. = The offering, it is expected will come up -
for bidding on or-aboeut Sept. 29." Probable bidders: Har-

t

" riman Ripley & Coi and: Lehman Brothe t R
July 12 (letter of notification) 1,160° shares’ ($20* par) * 1 ki ansHrothers (ointly ), Male

common stock and’ 1,900 shares’ 5% cumulative: preferred

sey, Stuart. & Co: Inc.; Salomon Bros. & Hutzler The -
}«‘ust Boston Corp.; Kuhn, Loeb. & Co. and Blyth & Co, :
ne ;

® . Western Marylandf Ry (7/28)

- ‘The' company:-will receive bids to be .opened July 28 )

for' the sale of $5,300,000  equipment trust certificates.
The certificates, to be dated: Aug. 15; 1948, will mature
in 10 equal annual instalments. - Probable bidders: Hal- *
‘sgfyé Stuart & Co Inc Harns, Hall & Co. (Inc.); Blaxr ;

g Western Massaqhusetts Electrlc Co.. .
July 9 company applied to the’ Massachusetts Depart—
ment of Public Utilities for authority to’issue $11,000.000
of- mortgage bonds.or unsecured notes, proceeds: of which .
would -be. used. to. retire - $5,695,000. outstandmg obliga~

White Motor Co.

~'Aug. 18 stockholders will vote on. approving, the issuance
.0f. :120,000. .shares - of. .news convertible- preferred, stock -

($50 ‘par) to be sold publlc]y Proceeds will be used
to increase: the company’s working capltal Hornblower -
& Weeks may.be underwriters.
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" Reporter’s

Most observers  are  satisfied
“ that the new issue market is def-
" initely  headed ' into: the summer
*"doldrums and: likely to” remain
" there for the next four or five
© 'weeks. ; : :
In the meantime, it appears,
from conjecture about the finan-
cial community, that underwriters
who took -on most of last” week’s
‘business will find their time occu-
pied in working ‘off ‘unsold bal-
anizes of stch issues in the inter-
val.
' Latest reports indicate that
. with the exception of Westing-
. house 'Electric’s. big $80,000,000/
. offering of - new .debentures,
which went out quickly, few.of
* these deals are more than 509
. sold at the moment, o
..Managers - of the : syndicate
which -handled the marketing of
Northern States Power Co.'s $10,~
;000,000 of first mortgage 3s an-
_,nounced that the group had .been
terminated and the books closed.
< Meanwhile the sharp reaction
. which has overtaken the equity
market is ealculated - to slow
down the rush which appeared
to have been starting, particu-
larly among utility companies,

. . toward marketing new preferred

issues. , ‘ ( :
Two such projects have come

a cropper within the last. fort-
issuers

pointing to unsatisfactory market
.. conditions as -the reason for not
.. accepting bids received. That situ-

ation, far from having improved
_in the meantime, has deterioratéd

night, with prospective

a bit more,

« ' It Makes a Difference- ...
As time goes on it appears that

_'the “customer must. be right.”
This was indicated in.the course
“of marketing of two_moderate-
" sized utility issues in-the week,
while at the same time denoting
the determination of" institutions
. to get a return of 3% or better.
Equitable Gas Co.’s $14,000,-
.-000 .of mew - first ~mortgage
bonds were bought by bankers
as 34s' on _a bid of 100,409,
Repriced for public offering at
~100.84 to yield 3.20%, ‘prelim-
.. -inary‘inquiries were in a vol-
i ~ume which suggested a quick
~sell-out,
! New England Power Co.’s $11,~
*000,000 of first mortgage bonds, on
the other hand, were awarded as
3s on a bid of 100.51. Repriced at
100.99" to yield 2.95%, it ‘was re-
ported that inquiry for, this issue
was a bit on the’sluggish side.
/" Pacific Gas & Electric
This big coast utility is seeking
authorization for vast new con-
struction which will entajl the
outlay of an estimated $116,000,-
000 over 'a period of time.
Bankers calculated that a-substan-
tial" portion of 'this’ expenditure
will be provided for through the
sale of new securities.. S
They recalled that last Ocr-
tober the: ecompany floated
- $75,000,000 of :first and refund-.

ing bonds;: series Q, due 1980 !
with a 27%%. coupon, ‘At that |

time three large banking groups
. 'sought the issue; and the’ suc-
‘cessful group. marketed the:
bends at a’ price of 100.
Belief prevails  that if, and
.. when, the company gets around to

. ‘undertaking -necessary new  fi-

nancing. bankers seeking the busi-

" ness will be found in pretty much

_‘the same: lne-ups; that is, with
one big Coast, house heading a
group  in competition to two

" “others, ‘one 'led by a ' Chicago

tp://fraser.stlouisfed:org/

banking houée» and the other by a
New York firm.

Two: Equities Registered

The week. brought two. ' more
substantial equity undertakings: to
the stage of registration with. the
Securities and Exchange Commis-
sion, but ' evidently the time: for
actual marketing of these stocks
| will depend in large measure on
the = behavior of the seasoned
market - during the period = of
“hibernation.”

Sylvania  Electric Produtts, .
Inc., filed for: 200,000 shares of
new common. to provide funds
for the expansion of manufac-.
turing  capacity and necessary:
working capital.

And Continental Motors Corp.
‘Tiled for 300,000 shares of common
which would be sold to make
available funds which, along with
treasury cash, will be applied to
extinguishment = of  outstanding
bank loans.

Politics— Conservalives
| Again in Saddle

(Continued from first page)
secured more power since their
days of serfdom, yet it has been
by alternate periods of conserva-
tism and new dealism. Fifty years
ago the Conservatives of England
were in control and England was
a great world power. Today the
reverse is true, although the Con-
servatives will come back: again
someday even in England.

This‘ same Law of Action and
Reaction hag also ruled our coun-
try. The first twenty years, under
Washington: and - the Federalists,
were very conservative. Then

and the country enjoyed its first
New: Deal. This was overdone and
there was a reaction to conserva-

abused their power and there was
another New Deal under Jackson.
These . changes alternated up. to
the. conservative regime of Cool-
dge-and Hoover when the masses
hgain revolfed and put the New
Dealers into power. Now, accord-
ing to Newton’s Law, a conserv-
ative government is again due. It
will probably be administered by
the Republican Party—not neces-
sarily because its principles are
any: better; but because of New-
ton’s Law.

During the great days of the
British Empire when the highest
type of men were in control, Eng-
land ruled the seas, and these
leaders—fearful of the Revolu-
tionists~ across the Channel in
France—were determined-to- have
the ‘English people:the most pros-
‘perous of. any nation.. Today, the
United States is faced with a sim-
ilar opportunity. Our country has
men - with excellent minds; we
control the ships.of the air which
‘make the world so small that Eu-
rope is as close to wus ‘today ‘as
France was to England 100 years
ago. Furthermore, our industrial-
ists and labor leaders now realize
‘that the best way of fighting
'Communism is to have continued
prosperity here at home.

Also, a- Conservative Party.ir
this country would now have
.a -far ° greater opportunity for
achieving good results than Con-
.servatives ever had before. The
Federal Reserve, the  Securities
& Exchange, the  Shipping and
scores of Commissions, with
their - tremendous powers, - are
appointed by the President.
Since the Coolidge and’ Hoover
regimes, the real power has
been - shifted - from members, of
/| Congress to these various’ Com-
missions, the members of which
are appointed instead-of.elected.
No - Conservative Administration

these changes in Government; in:
fact, they came only through the
personality of Franklin.Roosevelt
and under war cenditions; :Now,
however,  the " Republican Party
if “"suecessful in-November would
inherit thése huge powers.

[

came a reaction under Jefferson |

tism. Again the . Conservatives |

could. ever ‘have  brought sabout|

Under the above circumstances,
it appears that four or more years
of good. business may be ahead,
with perhaps our country entering
a. great new era of world expan

sion with: untold possibilities. :Not

only are our opportunities great,
but far-seeing captains of indus-
try are realizing that they mus

share more with labor, must tak®
a. greater . interest in the welfare
of foreign people, and in fact
must avoid another severe period
of unemployment in order to sav

their own skin. In short, there
are: signs that our financial and
business interests are really ‘‘get-
ting religion,” and are convinced
that they must apply this religion:
to: overcome Communism. Of
course, based upon this same Law
of Action and Reaction, the Con-
servatives ~will 'someday again
abuse this power and another New
Deal Administration will = again
have its turn. We, however, need
not discuss this now. i

U. S. Ghamber Scores
Proposed Controls

(Continued from page 15)

They broke down and would again
if reimposed.

“Allocations of strategic indus-
trial materials in short supply
and price control on these mate-
rials, appear to be related not
primarily to the cost of living but
to the success of the European
Recovery and the Arms programs,
Since a’ system of voluntary al-
locations is in the process of de-
velopment, compulsory controls
should not be employed.

“Statesmanlike = and  vigorous
support for this program on the
part of business and industry
would go far to ensure its success,
to reduce the likelihood of com-
pulsory controls, and to merit the
respect of the community. .

exist. - Consumer, - business and
government  -expenditures- have

risen and are continuing to rise

at a rate in excess of expanding

production, ‘now -limited in the|

short run: by existing plant and
equipment and ‘the attainment- of
full employment. These increas-
ing expenditures have been made
possible by the wartime expansion
of the total money supply and its
continued expansion in the post-
war period. To meet-this situation
the Chamber urges the following
measures:

“(1) Restraint by agriculture,
business and labor in the deter-
mination of prices and wages. No
single type of income—to farmers,
workers, or businessmen -— can
alone be regarded as the cause of
increases in the cost of living. All
are the result of inflationary fac-
tors though increases in each con-
tribute to the final, result.

“(2) Intensive study should be
given to monetary and fiscal
measures designed to reduce the
rate of increase in the supply of
bank deposits and currency. The
appropriate agencies of the Gov-
ernment should make strenuous
efforts to develop and apply a
monetary policy capable of curh-
ing inflation. ‘At present opinion
is divided in this field. The Ad-
ministration seems never: to have
faced the implications, for Treas-
ury and‘ Federal Reserve - policy
of .the possibility of the rejection
or failure of its proposed rem-
edies.  Federal Reserve officials
are-not in agreement concerning’

the possibility of control with, ex-

isting. powers and. there has been
lthtle public discussion of the pos-

. HELP WANTED
. TRADER-SALESMAN

| wanted' by high-grade, well capitalized |
' over-the-counter firm. An experienced
; man with an established clientele will
[, be offered “a-drawing account of $150
- weekly against a  liberal commission
! basis. -Address our Advertising Agency:

“ACF"!. Room 2800, .55 Liberty Street,
New York. . . A

“The forces of inflation .still ‘

.sibility of preserving short-term
order and- stability in the bond
market and curbing expansion in
the longer run. In peacetime, fis-
cal and monetary measures, rather

the most effective means of deal-
ing with inflation. -

“(3) Strenuous efforts.should be
made to reduce the expenditures
of Federal, State and local gov-
ernments, . through a  search for
'and the elimination of waste, in-
efficiency and - unnecessary’ ex-
pense. Services necessary to na-
tional security, safety, health and
productive efficiency should: not
be impaired and aid programs
should not be blindly slashed but
the latter should. be . carefully
scrutinized to ensure that their
benefits are commensurate  with
their  costs. Long-term improve-
ments—Federal, State, and local—
involving ' capital outlays should
be postponed wherever possible.

“(4) Appropriate public and pri-
vate agencies should give every
encouragement to increased sav-
ings by 'consumers and should
urge caution in the utilization of
all forms of credit.”

North Canadian Oil
Common on Market

An' issue of 903,572 shares of
common stock ‘(no par) of North
Canadian Oils Ltd. is being of-
fered atl 70 cents, per share by
F. H. Winter & Co., New York.

Proceeds from the sale of 875,000
shares will be used by the com-

DIVIDEND NOTICES

Boston, Mass., July 15,1948

At a regular meeting of
the Board of Directors
of The First Boston
Corporation held on
July 15, 1948, a dividend of $1.00
Pper share on the outstanding Capi-
tal Stock and a dividend likewise of

Class A Capital Stock were declared
payable July 31, 1948 to stock-
hoiders of record. as of the.close of
business July 20, 1948,
Epwarp J. CosTeLLo,
Treasurer
—_——————

, Q.C.f.
AMERICAN CAR AND FOUNDRY
COMPANY
30 CHURCH STREET
New York 8, N, V.

The following dividends have been declared :

Preferred Capital Stock

One and. three-quarters per cent

(134 %) payable October 1, 1948,

to the holders of record at the close

of business September 16, 1948;
Common Capital Stock

Three dollars ($3.00) per share

payable October 2, 1948; to the

holders- of record at the close- of
business September 16, 1948,

be mailed by Guaranty Trust Company, of
New: York,

Howarb C. Wick, Secretary:
July 15, 1948

GOODSYEAR

The Board of Directors §\
has declared today the fol-
lowing dividends:

$1.25 per share for the third
quarter of 1948 upon: the $5
Preferred Stock, payable Sep- B
tember 15, 1948 to stockliold- 4 2
ers of record at the close of §
' business August 16, 1948. f
$1.00. per share upon the [
Commonmn: Stock, payable Sep-
tember 15, 1948 to stockhold-
ers of record' at the close of
business August 16, 1948.

The Goodyear Tire & Rubber Co.
By W. D. Shilts, Secretary,

Akron, Obio, July 19, 1948

than direct. economic controls, are |

--$1.00 per share-on. the outstanding -

Transfer books will not be closed. Checks will

pany for general corporate pur-

poses, particularly in connection

with = drilling.. The remaining
28,572 shares are being sold for
the -account of certain “stock=-
holders.

-Frederic Latsch' Adds

(Speclal to THE FINANCIAL CHRONICLE)

CINCINNATI, O. — Lawrence

.G. Gessing has joined the staff of

Frederic Latscha & Co., Traction
Building, He was formerly with
Horan & Grischy . and ' Edward
Brockhaus & Co. E

With Draper, Sears & Co.
(Special to THE FINANCIAL CHRONICLE)
PORTSMOUTH. N. H—Valen-

tine A. Ely is with Draper, Sears

& Co. of Boston, :

DIVIDEND NOTICES

£ TENNESSEE
MENNESSLL cca_nonvtou’.. Co RPORATI ON |

* A dividend of 30c per share has

| been. declared, payable Sept. 22,

1948, to stockholders of record. at
the close of business Sept. 2, 1948,

61 Broadway J. B. McGEE
New York 6, N. Y, Treasurers
July 7,1948,

TIDE WATER POWER
COMPANY
Dividend Notice
The  Board’ of Directors has
declared a. quarterly dividend of
' 15¢ a share on the Common Stock
' of the .Company,. payable’ August
15,1948 to holders of record July
30,1948, 'WARREN W. BELL,
L President.
July 19, 1948.

SOUTHERN CALIFORNIA
" EDISON COMPANY
Cumulative Preferred

. Stock 4.88% Series.
Dividend No. 3

The Board of Directors has

authorized the payment of a

dividend' of 30% cents  per

share “on ‘the ‘Cumulative

Preferred Stock,4.88% Series,

payable August 31, 1948 -to. |

stockholders of record on

. August 5, 1948.

0. V. SHOWERS
Secretary

July 16,1948

T 4

5‘; .. g. Z »

-A. dividend of thirty-seven
and: one-half cents (37%4¢c)
_per share on the Common
Stock of this Corporation
was deciared payable Sept.
15, 1948, 10 stockholders of
record Aug. 31, 1948,
Checks will be' mailed. -

11iladelphia, Pa.
luly 16, 1948

~ PHILLIES

America’s Wl o'/yd/'
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~ Behind-the-Scene lnterprlhﬁom
. from the Nation’s Capital

WASHINGTON, D. C.—There is unusually wide agreement:in
* this capital city as to how it came about that President Truman called
the special ‘session of Congress and on ‘what may be expected to
come of it.. The accepted view of the PreSIdent's motive was that he

.-expected. to:'put  the  Republican
~controlled Congress on the politi-
~cal spot, Theory of this is that the
Congress once more probably will
‘ have to refuse to enact the Presi-
dent’s program, particularly public
.. housing ‘and price control. Mr,
Truman obviously is convinced
.. that he has prime political mer-
chandise, and. that the refusal of
" Congress ‘to ' buy it will detract
from the confidence of the public
din Congress, and thus from the
Repubhcan party.’ Mr. Truman
- hopes, ‘of course, that this will
. make votes for. him come Nov. 2.
- On the other hand, should Con-
" . gress be frightened mto enacting
+~‘even:a part of the Presidential
program, then ' the . President
- 'would reap the popularity there-
_ for. 'He would follow through
with more oratorical 'beating of
- Congress for not enacting the bal-
ance. :
. Quite likely Mr. Truman also
anticipated that he could. put
‘Governor Dewey also on the
spot; He hopes he can force Mr.
Pewey to take  positions on
. these -issues, positions that he
might have avoided or “fuzzed.”
Or, perhaps the special session
needle would force Mr. Dewey
1o announce his positions sooner
.than he ‘desired, and with less
; ﬁl}esse'and planning than other-
wise,

So in the net, the universal in=
terpretation. of Mr, Truman’s ex-
iraordinary action is that it is
entirely political. This feeling was
not in the least dissipated by the
circumstances of the special ses-
sion call. It was made from the
rostrom of - the Democratic na-=
tional convention. This is every-
where considered to be at least
inept, and at worst, extremely bad
iaste, because Congress ordinarily
is called into special session only
for some matter of national, rather
than political, import.

% % Ed

In these fast. moving times,
much can happen in a week or so.
Unless something crops up, how-
ever, not now expected, the spe-
cial session is likely to enact no
part of Mr. Truman’s special ses=
sion program. Mr. Truman is be-
lieved by most to 'expect this
negative result. He seems to think
that another “no” to his program
will ‘boost -the New Deal party’s
stock with the voters.

Long ago when some of Mr:
Truman’s buddies were sounding
out the idea of the spemal session,
they quickly got the word from
the GOP Congressional command
that what that leadership would
do would be to shove civil rights
and more civil rights legislation
at. Mr, Truman. That is still the
“intention, ' Civil rights proposals
will be reported out of committee
for their own sake, Civil rights
riders will be attached to any
legislation - remotely bearing on

=

Herbert H. Blizzard & Co.

THE THIRD
POLITICAL CONVENTION

~-is in town now , , , each one
getting quieter ‘and smaller . . .
Some day we will get back to the
securities business:

123 South Bro;d St., Philadelphia 9, Pa.

the Truman program, when it
comes out of committee. Civil
rights riders will be added on the
floor of the Senate to any legisla-
tion of any' consequence . other
than civil rights.

Theory 'of the: Republican
Congressional leadership is that
Democrats will engage in an ex-
haustive filibuster against this
civil  rights ' legislation. The
President’s own party thus will
be  tagged with responsibility
for inaction. Republicans will
escape “blame” if blame there
is for the failure of Congress to
legislate. It will be the fault of
the disunited Democratic party
for not letting this legislation go
through so Congress could take
up other things.

Whether this strategy works out
so  beautifully for the Congres-
sional leadership remains, of
course, to be seen. However, the
general expectation is that after
a few weeks at most of this
macabre circus, Democrats and
Republicans alike will join hands
in solemn resolve to get Congress
out of town. Then there will be
no legislation.

* s L3

There may be one fly in the
ointment. That is the interna-
tional situation. There is no as-
surance but that at any moment
the international situation might
break out into something so
threatening all the Capitol Hill
boys would have to suddenly
stop the political ball-passing
game and grab buckets, as it
were, and go put out a fire.
Such a prospect raises possibil-
ities beyond appraising at this
juncture,

3 £ ®

One of the queerest ironies of
the special session call is the posi-
tion in which the seuthern Demo-
crats find themselves; They surely
will be fighting not only the Re-
publicans but their own. party
leader and President. They will
be the ‘target of the counter-
strategy of pushing civil rights
legislation. Their filibustering is
counted upon to prevent enact-
ment of civil rights legislation.
Their filibustering hence will be
counted:upon to clog the legisla-
tive channels so that there will be
an excuse for the Republicans that
none of -the ‘Truman: program is
passed. Thus:the southern Demo-
crats will ensure that Truman will
succeed in his strategy of showing
that Congress will reject his pro-
gram.- The .southerners will . pro-
vide the excuse that the Repub-
licans need for failing to enact it.

Outcast by their own party at
Philadelphia, the southern Demo-
crats thus may be the helpless in-
strument of furthering its strategy,
as well as that of the Congres-
sional majority.

# % # s

This  pushing around of the
southern Democrats is another
factor which makes many De-
mocratic professionals wince at
the prospect of the special ses-
sion.  Actually during the con-
vention it began to look for a
time as though the southerners
could live in superficial peace
with: the northern wing of the
party, The civil rights plank of
the platform seemed headed for
a face-saving compromise ' just
after  Mr." Justice ‘Douglas an-
nounced that he would: not be
the vice-presidential candidate. '

Clcaf thru—=Montgomery, Scott & Co.
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The ' South did not want him.
Then the convention unexpect-
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] know it's your lunch hour, Miss LaPlanche, but couldn’t you
- take your sunbaths at the beach?’’

edly adopted a’ “strong” civil
rights plank and rejected the
southerners’ traditional = state
rights plank. The defeat came
so suddenly as to be anti-cli-
mactic,

Professionals think ahead of
Nov. 2, and see no advantage in
breaking open so soon the fresh
wounds of the convention. The
special " session will enhance the
bitterness of the southerners to-
ward the successful (in the con-
vention) = northern wing, They
may even go along with the
Republicans = despite . the. GOP
civil rights drive, if their votes
are necessary to stop Truman. in
the session,

So Mr, Truman threatens fur-
ther smashing of party unity in
the dubious hope (as the profes-
sionals see it) of reaping some
advantage out of having the Con-

|litely in private that Truman is

gress say once more. it will reject
a program which the President
thinks is popular. It may be that
as a political quarterback it will
work ouf that Mr, Truman is a
genius, and that he really has hit
upon the right play. On the-other
hand, the great majority of po-
litical opinion says it is the op-
posite. They don’t' observe po-

just a poor political general. Their
observations are more caustic.

Of course, from the standpoint
only of the President’s personal
political  fortunes, there was
everything to gain and nothing
to losé, ' The_ President was a
dead political duck anyway, and
perhaps some long shot like this
might offer hope of taking him
out of the certain loser class.

4 Wk
_ Strange as it may seem, the
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government . expects  American

| business to grab for the $300 mil«
|lion -of. currency transfer guar+

antees for investments which they
may make in-the 16 ECA coop=
erating countries. j

Under this deal the government
undertakes only to guarantee the

.{transfer risk, Thus, if a company
4iinvests in one of the ECA nations,

it: may be sure:that when and “if
its ‘investment is to be returned

or when the earnings of the in=
vestment ' are payable, ‘the cure
rency of the country of investment
may be converted into U. S, dol-
lars, regardless of the fact that,
conversion might be impossible on’
the market, or because of foreign
exchange regulations.” ' i

On the other hand, ECA does
not guarantee against politicak
risks. - So if the country of in-'!
vestment went commie, nation«+ .
alized.the American investment,
or if the country devalued its
currency  and simultaneously
imposed price control so as to
reduce, in effect, the value of
the " investment’s earnings, the '
American investor would be out.
of luck. Such contingencies are:
not underwritten.. ECA ‘ only '
agrees to convert into U. S. cur- ;
rency the foreign currency at
the exchange rate it recognizes
at the time of conversion, X

Desplte these limitations, it is

reported, there has been a large

inquiry to ECA from American i in<
vestors for these transfer guau

antees. It is said that some com=

panies are even proposing to sell

capital goods 'in‘' Germany and

Austria on the basis of 50% pay-=

ment in the common stock of the *
“borrower” and 50%: in notes,

|
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